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The Senate met in executive session 
at 10: 15 a.m., on the expiration of the 
recess, and was called to order by the 
Honorable MAcK MAT'l'INGL Y, a Senator 
from the State of Georgia. 

PRAYER 

The Chaplain, the Reverend Richard 
C. Halverson, D.D., offered the follow
ing prayer: 

Father in heaven, we come to Thee 
today in gratitude for the gracious love 
and provision which Thou hast lavished 
upon us. 

As we enter this week of hard work, 
with decisions to make that often have 
cosmic implications, help us to keep our 
priorities in order. 

None of us is here by accident. Be
hind the diligence of staffs, supporters, 
and our own individual campaign efforts, 
behind the votes of the people, we recog
nize divine appointment, for Thou hast 
said: "Promotion cometh neither from 
the East or West or South. But God is 
the judge: he putteth down one and 
setteth up another." Grant us the grace 
to exercise our accountability to Thee. 

We know how often families are 
casualties to the demanding business of 
government and the often seductive 
forces of power and privilege and posi
tion which we enjoy. Help us as husbands 
and wives to submit to each other out of 
reverence for the Lord. Help us as hus
bands to love our wives as Christ loved 
His church and laid down His life for her. 
Help us to be good models whom our 
children may safely follow. 

Help us to be accountable to the people 
who gave us our mandate and to the 
world which looks to this body for re
sponsible leadership. 

Help us to be good stewards of our 
health-to oare for our hearts and minds 
and bodies with proper food and exercise 
and rest. 

We ask this in the name of Him who 
isincarnatelove.Ainen. 

APPOINTMENT OF ACTING PRESI
DENT PRO TEMPORE 

The PRESIDING OFFICER. The clerk 
will please read a communication to the 

Senate from the President pro tempore 
(Mr. THURMOND). 

The assistant legislative clerk read 
the following letter: 

U.S. SENATE, 
PRESIDENT PRO TEMPORE, 

Washington, D.C., February 3, 1981. 
To the Senate: 

Under the provisions o! rule I, section 3, 
o! the Standing Rules o! the Senate, I hereby 
appoint the Honorable MACK MATTINGLY, a 
Senator !rom the State o! Georgia, to perform 
the duties o! the Chair. 

STROM THURMOND, 
President pro tempore. 

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

RECOGNITION OF THE MAJORITY 
LEADER 

The ACTING PRESIDENT pro tem
pore. Under the previous order, the 
majority leader is recognized, as in legis
lative session. 

Mr. BAKER. I thank the Chair. 

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

unanimous consent that the Journal of 
the proceedings of the Senate be ap
proved to date. 

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

WELCOME TO THE REVEREND 
RICHARD C. HALVERSON, CHAP
LAIN OF THE U.S. SENATE 
Mr. BAKER. Mr. President, I wish to 

take this opportunity to welcome the 
distinguished Chaplain of the Senate on 
his first official appearance here and his 
delivery of the invocation to the Deity 
for us. I bid him welcome. 

As Alfred Lord Tennyson wrote in his 
work, "The Passing of Arthur"-
More things are wrought by prayer 
Than this world dreams o!. 
Wherefore, let thy voice rise 
Rise like a fountain for me night and day. 

We in this Chamber have been fortu
nate to raise our voices in daily prayer 
for a good many years, Mr. President. 

And in all actions, successful or not, pub
lic or personal, we have been the better 
to have begun each day with bowed 
heads, beseeching the guidance of the 
Lord. 

And I am supremely confident that 
Reverend Halverson, the pastor of the 
Fourth Presbyterian Church of Bethesda, 
will continue to steer our hearts, minds, 
and deeds to the light and the path of 
our Father. 

I would like to express my apprecia
tion and that of the Senate to the con
gregation of the Fourth Presbyterian 
Church for sharing their distinguished 
pastor with us, and I am certain I speak 
for every Member of the Senate in wish
ing Reverend Halverson well. 

Mr. President, I yield to the distin
guished Senator from Oregon not more 
than 4 minutes. 

Mr. HATFIELD. I thank the distin
guished majority leader for yielding. 

WELCOME TO SENATE CHAPLAIN 
RICHARD HALVERSON 

Mr. HATFIELD. Mr. President, it is 
my great privilege this morning towel
come Dr. Richard Halverson on the first 
day of his official duties as the U.S. Sen
ate Chaplain. Proverbs 21: 21 states that 
"He who pursues righteousness and kind
ness will find life and honor." I know of 
no man in this city over the last quarter 
of a century who more emulates the 
wisdom of Solomon in this regard. It is 
unusual to find in this hectic age a person 
both upright and kind-and Chaplain 
Halverson being that person is supreme
ly suited to be our pastor and friend 
for the challenges ahead. 

Dr. Halverson was born in Pingree, 
N. Dak. He graduated from Wheaton 
College in 1939, and Princeton Theologi
cal Seminary in 1942. His LL.D. degree 
was received from Wheaton in 1958. 
Since 1958 he has served as pastor of the 
Fourth Presbyterian Church in Bethes
da, Md. Previous to this prestigious call 
he was the minister of lead~rship educa
tion at Hollywood, Calif., Presbyterian 
Church, 1947-56; pastor of Coalinga, 
Calif.. Presbyterian Church, 1944-47; 
and director of the Forest Home Confer
ence Center while he served the Linwood 

e This "bullet, symbol identifies statements or insertions which are not spoken by the Member on the floor. 
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Presbyterian Church in Kansas City, Mo., 
1942-44. 

As many of us know firsthand, he has 
also been active as an associate of the 
Fellowship Foundation's prayer break
fast movement since 1956. He has been a 
part of our Senate family as a close 
friend and pastor through our regular 
contact with him at the Wednesday 
morning gatherings in the Vandenberg 
Room. Dr. Halverson has been more than 
just an outstanding and compelling ex
positor of scripture to us. He has been a 
close friend and faithful brother to whom 
we have turned and entrusted our deep
est thoughts and concerns, whether we 
be Catholic, Protestant, or Jew. 

As many know, Chaplain Halverson 
is the chairman of the board of World 
Vision, one of the finest and most effec
tive world relief organizations. His com
passion for those who suffer from injus
tice or tragic circumstances both here 
and abroad has grown in part from his 
world travels, during which he has seen 
firsthand the suffering of those in war 
torn and impoverished lands. There are 
some who do not see that the problems 
are that great or that important, be
cause they do not have the eyes to see 
or the hearts to understand. There are 
others who see and feel but cannot re
spond, because they have isolated them
selves from the suffering of others. And 
then there are those, like Chaplain Hal
verson, who do their part in serving "the 
least of these My brethren." 

Dr. Halverson has written 10 books. 
Two of the most widely read are "Living 
Fellowship-A Dynamic Witness," and 
"Man to Man," wh:ch is a compilation 
of his biweekly devotional letter, "Per
spective." Several of the most compelling 
of these I am submitting for printing in 
the RECORD. 

Dr. Halverson and his faithful help
mate, Doris, have three children, Chris, 
Steve, and Debby, and three grandchil
dren. 

Whenever my family and I have wor
shipped at Fourth Presbyterian Church, 
we have heard Dr. Halverson greet the 
congregation with, "It is such a pleasure 
to be with you this morning." We return 
that greeting to you today, Chaplain 
Halverson. It is a great pleasure for all 
of us to be with you here this morning. 
May God bless you richly in your minis
try here amongst us. 

You honor us greatly by accepting 
our invitation to be our chaplain, for 
you have lived a life of ministry as you 
have quietly and unostentatiously never 
forgotten whom you represent. You have 
given your life to more than ecclesias
tical forms or institutional religion or 
buildings. You represent the person of 
Christ and His love to us. Welcome to 
your new parish. 

Mr. President, I thank the majority 
leader for yielding me these very brief 
moments. I ask unanimous consent that 
the material I spoke of be printed in the 
RECORD as designated. 

There being no objection, the material 

was ordered to be printed in the RECORD, 
as follows: 

PERSPECTIVE 

JUNE 4, 1980. 
Dear Friend: Man builds institutions ... 

God is building a Fellowship I Man builds 
monuments to himself ... God is building an 
eternal family. Man organizes to build a 
name for himself ... That's Babel! (Genesis 
11). God is building a perfect city of ever
lasting love ... That's redemption! Man's 
institutions divide and alienate ... God's 
plan is to reconcile and unite. 

In God's redemptive purpose all institu
tions will be destroyed-including ecclesias
tical institutions ... 

But mankind will be one! 
"For he has made known to us in all wis

dom and insight the mystery of his wm, ac
cording to his purpose which he set forth 
in Christ as a plan for the fullness of time, to 
unite all things in him, things in heaven 
and things on earth."-Ephesians 1:9-10. 

"And I sa.w the holy city, new Jerusalem ... 
and I heard a great voice from the throne 
saying, 'Behold, the dwelling of God is with 
men. 

" 'He wm dwell with them, and they shall 
be his people, and God himself will be with 
them; 

" •. . . he will wipe away every tear from 
their eyes, and death shall be no more, 
neither shall there be mourning nor crying 
nor pain any more .. .' "~Revelation 21 :2-4. 

Blessings and love, 
RICHARD C. HALVERSON. 

PERSPECTIVE 

NOVEMBER 9, 1977. 
DEAR FRIEND: If you're going to fight ... 

Fight for the relationship-not against it! 
Fight for reconc111ation-not for allenation. 
Fight to preserve the friendship-not to 
destroy it. Fight to win your spouse-not to 
lose him/her. Fight to save your marriage
not to cash it in. Fight to solve the prob
lem-not to salve your ego! If you're going 
to fight . . . Fight to win . . . not to lose! 
Lasting relationships are not negotiated ... 
they are forged. 

That means heat and pressure. 
It is commitment to a relationship which 

sustains it ... not pleasant feelings. 
Treat a relationship as negotiable-it is 

easily lost. 
Consider it non-negotiable-a way is 

found to make it work. 
Authentic intimacy comes only through 

struggle. 
"Love is patient and kind; love is not 

jealous or boastful; it is not arrogant or 
rude. 

"Love does not insist on its own way; it is 
not irritable or resentful; it does not rejoice 
at wrong, but rejoices in the right. 

"Love bears all things, believes all things, 
hopes all things. endures all things ... Love 
never ends."-1 Corinthians 13:4-8. 

Blessings and love, 
RICHARD C. HALVERSON. 

PERsPECTIVE 

AUGUST 16, 1978. 
DEAR FRIEND: AMERICANISM MAY BE IDOLATRY I 

I! I am uncritical of my country--one very 
basis ingredient 1s missing from my alle
giance. 

"My country right or wrong" may be the 
mark of loyalty ... or it may betray abdi
cation from personal responsib1llty. 

Blind acceptance of my country's wrongs 
is as treasonable as collaboration with her 
enemies. 

Either way I am contributing to her de
struction! 

Romantic, sentimental, childish attitudes 
toward America do not constitute allegiance. 

Mature, critical, constructive attitudes do! 
The process whereby romantic acceptance 

is turned into constructive citizenship is dis
illusionment. 

Just as my childish belle! in a Santa Claus 
who descended the chimney to deliver pres
ents carried in a sleigh drawn by reindeer 
was dissipated through dis1llusionment ... 

So my childish views of American history 
must be dissolved and replaced by the truth 
about her faults and !allures . . . 

If I a.m to be a faithful, responsible citi
zen. 

Many of those who professed to believe in 
the self-evident truth that "all men are cre
ated equal and that they are endowed by 
their creator with certain unallenable 
rights . . ." were slave holders ... 

Who refused to practice what they pro
fessed and therefore denied what they said 
they believed. 

True allegiance does not require me to 
approve such hypocrisy! 

Nor does it free me from the obllgation to 
do whatever I can to change the immeasura
ble evil which has issued from it. 

"Rulers are not a terror to good conduct, 
but to bad. He (the ruler) is the servant of 
God to execute his wrath on the wrong
doer."-Rom.ans 13:3, 4. 

Blessings and love, 
RICHARD C. HALVERSON. 

PERSPECTIVE 

APRIL 26, 1978. 
DEAR FRIEND: "The hurrier I go . . . the 

behinder I get!" 
The plight of the man who lets enthusiasm 

victlmize him. 
He doesn't possess zeal . . . zeal possesses 

him! 
Mistaking hysteria for urgency, a man may 

run off in all directions at once ... his en
ergy and effort so diffused that its force is 
spent long before a. purpose is achieved ... 

Like hitting a target with a head of 
cabbage. 

Acting in haste-without taking time to 
let his zeal soak in prayer and counsel-his 
projects peter out ... abortive because pre
mature! 

Without the seasoning, maturing process of 
prayerful reflection, ideas-no matter how 
good-generally lack the strength of 
fulfillment. 

Patience is more than a human virtue ... 
it is of the Spirit of God ... and it is of the 
essence of Christian greatness. 

Let the idea spawn . . . it will produce 
o1f-spr1ng! 

He.ed the counsel of one of the most pro
found devotional writers. He knew the "mind 
of Christ" and speaks out of dee,p, seasoned, 
tempered wisdom. 

"Never act in a panic, nor allow man to 
dictate to thee. Calm thyself and be still. 
Force thyself into the quiet of thy closet un
til thy pulse beats normally and the scare 
has ceased to disturb. 

"When thou art most eager to act is the 
time when thou wilt make the most pitiable 
mistakes. 

"Do not say in thine heart what thou wllt 
or wilt not do, but wait upon thy God untll 
He makes known His way. 

"So long as that way is hidden, it is clear 
that there is no need of action ... and that 
He accounts Himself responsible for all the 
result of keeping thee where thou art."-F. 
B. Meyer 

"They that walt upon the Lord shall renew 
their strength: They shall mount up with 
wings as P.agles, they shall run and not be 
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weary, they shall walk and not faint ."
Isalah 40:31 

Blessings and love. 
RICHARD C. HALVERSON. 

ORDER OF PROCEDURE 

Mr. BAKER. Mr. President, how much 
time do I have remaining under the 
standing order? 

The ACTING PRESIDENT pro tem
pore. The majority leader has 3 minutes 
remaining. 

Mr. BAKER. Mr. President, I believe 
there is a requirement for time on the 
other side of the aisle. I am prepared at 
this point to yield that 3 minutes to the 
control of the distinguished minority 
leader so he may honor that request if 
he wishes. 

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

THE GRAIN EMBARGO 
Mr. ROBERT C. BYRD. Mr. President, 

in the past several days President 
Reagan and Secretary of State Haig 
have engaged in some tough talk with 
regard to the Soviet Union. They are on 
the right track, and I applaud their ef
forts. Let us make certain that this 
tough talk is backed up by our actions. 

On February 2, Secretary of Agricul
ture John Block repeated his opposition 
to the grain embargo imposed on the 
Soviet Union by the United States, and 
indicated that he will recommend to the 
President that the embargo be lifted. I 
understand that a special meeting of the 
Oabinet has been scheduled to consider 
this question. I have written a letter to 
the President reiterating my strong sup
port of the embargo, and conveying to 
him my serious reservations about any 
proposed termination of it. 

Our Government must clearly show 
that the United States has the will, and 
the firmness of purpose, to deal eft'ec
tively with complex international prob
lems. In this light, it is imperative that 
the grain embargo be maintained. 

President Carter imposed the grain 
embargo by Executive orders which be
came eft'ective on January 7, 1980, and 
were subsequently renewed by him 1 year 
later. The facts that led President Carter 
to impose the embargo are well known. 

In late December 1979, the Soviet 
Union invaded the independent nation of 
Afghanistan. This was the first time since 
the end of the Second World War that 
the Soviet Union had directly invaded a 
previously independent and unoccupied 
nation. Such unabashed aggression is by 
its nature antithetical to the principles 
of all free nations. The Soviet action has 
had a direct eft'ect on the strategic bal
ance of South Asia and the Near East. 
Pakistan, a pivotal nation, is threatened 
by the Soviet military action. By enter
ing Afghanistan, the Soviet Union has 
put its aircraft within striking range of 
the vital oil facilities and resources of the 
Persian Gulf. This is a grave develop
ment for the United States, which de
pends on the uninterrupted flow of oil 
from the gulf region for one-quarter of 
its supplies. Our European and Japanese 

allies are even more dependent on the 
Persian Gulf region for their oJ supplies. 

None of these facts has changed since 
the imposition of the embargo in 1980. 
The people of Afghanistan remain under 
the military subjugation of the Soviet 
Union. The grain embargo remains. An 
appropriate response to Soviet aggres
slon. 

The purpose of the embargo should be 
clarified, and that is, to levy a cost on 
the Soviet Union for aggressive behavior. 
The embargo was imposed beoause 
"business as usual" with the Soviets 
could not be condoned in light of the 
invasion of Afghanistan. The embargo 
should not be seen as ineft'ective if it 
fails to force the Soviet Union to end its 
adventure in Afghanistan. Rather, the 
eft'ect of the embargo should be measured 
~tgainst more realistic goals: Those of 
forcing the Soviet Union to recognize 
the seriousness of its actions in the eyes 
of the world, and hindering the Soviets' 
pursu~t of a variety of economic and 
political gains. In this context, the em
bargo has been quite eft'ective. 

The evidence shows unmistakably that 
serious costs have been incurred by the 
Soviet Union as ·a result of the embargo. 
The Defense Intelligence Agency has est
imated that the 'Soviets have expended 
more than $1 billion over normal levels 
for grain from suppliers other than the 
United States since the embargo began. 
In short, the Soviets are using their 
scarce foreign exchange to pay gouging 
prices for poorer quality grain. These 
high prices have been paid out of desper
ation for any additional source of sup
ply. Despite vigorous Soviet eft'orts to 
make up the shortfall caused by the sa;les 
suspension of 17 million tons of Ameri
can grain, they have been unable to do so. 

Soviet President Brezhnev himself ad
mitted this fact in a speech to the Cen
tral Committee of the Communist Party 
in October, 1980. Brezhnev reviewed the 
shaky state of Soviet agriculture, and im
plied that the si-tuation would worsen. He 
was correct, for the 1980 Soviet grain 
harvest is estimated by the U.S. Depart
ment of Agriculture at 185 million tons-
50 million tons under the planned level of 
235 million tons, and about 10 million 
tons under the current projection of ac
tual Soviet needs for this year. As a re
sult, the reserves of grain in the Soviet 
Union have been reduced to levels that 
are vulnera;ble even to moderate supply 
disruptions. The leverage of the embargo 
increases under these circumstances. 

The average Soviet citizen knows full 
well the eft'ect of the embargo, and did 
not need a warning from President 
Brezhnev that bad times may be ahead. 
Bad times are already present for Soviet 
consumers. The rations of meat in the 
Soviet Union are averaging 20- to 25-per
cent lawer than in other Warsaw Pact 
nations, including Poland. That fact is 
not lost on the Soviet leadership, nor on 
the people of the Soviet Union. 

At present, it is these incremental pres
sures and pains that are the true value of 
the embargo. In the longer run, its value 
can be seen clearly as a bargaining chip. 
It cannot be a pleasant prospect for the 
Soviet leadership to contemplate a sub-

stantial reduction in their national 
standard of living in 1981 because of the 
weather. A poor harvest this year could 
drive their reserves down to crisis levels. 
A domestic problem of this magnitude 
may bring about restraint against for
eic;n adventures. This is the cutting edge 
of the embargo. 

The 5-year grain agreement between 
this country and the Soviet Union expires 
on September 30, 1981. The United States 
is fulfilling its obligations under inter
national law by providing the base level 
of 8 million tons of grain to the Soviet 
Union. The Soviets have moved as rap
idly as they can to purchase and trans
port this amount to the Soviet Union. 
Since October, when the fifth year of the 
agreement began, the Soviets have im
ported 3.8 million tons of grain from the 
United States, and intend to import an
other 2.8 million tons by the end of Feb
ruary. Before 6 months of the fifth agree
ment year have elapsed, the Soviet Union 
will have lifted almost its entire allot
ment from this country. 

Moreover, the Soviets should under
stand that their aggression could ad
versely aft'ect any future discussion of a 
long-term grain agreement. 

The eft'ect of the grain embargo on our 
own farmers has been minimal and 
transitory. Farm exports exceeded $40 
billion in 1980, an all-time record. The 
Commodity Credit Corporation acted 
swiftly last year to purchase contracts 
for grain originally destined for the So
viet Union. As a result, grain prices are 
currently at higher levels than before the 
embargo was imposed. The gradual intro
duction of the commodities intended for 
the Soviet Union has preserved the price 
of grain. 

World grain supplies are expected to 
be relatively low this year. If the em
bargo is suddenly lifted, inflationary in
creases in grain prices are likely to occur. 
A general rise in the cost of all food to 
the American consumer would follow, as 
occurred late in 1973 and 1974. In that 
instance, massive sales of grain to the 
Soviet Union depleted American stock
piles to low levels. Removing the em
bargo could similarly trigger an infla
tionary wave. 

I hope that President Reagan will con
sider these factors in his deliberations on 
the status of the grain embargo. In seek
ing to discourage and condemn repre
hensible actions by the Soviet Union, the 
embargo promotes the vital interests of 
the United States. 

ORDER OF PROCEDURE 
Mr. ROBERT C. BYRD. Mr. Presi

dent, I yield now to the Senator from 
Mississipni, includin~ the time yielded 
to me by the rna iority leader. 

The ACTING PRESTDENT nro tem
pore. The Senator from Mississippi. 

Mr. STENNIS. Mr. President, how 
much time do T have? 

The ACTING PRESIDENT pro tern
pore. The Senator has 13 minutes. 

Mr. BAKBR. Mr. President. will the 
distinguished Senator yield briefly to 
me? 
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Mr. STENNIS. I am happy to yield to 

the distinguished majority leader. 

ORDER FOR PERIOD FOR ROUTINE 
MORNING BUSINESS 

Mr. BAKER. Mr. President, I ask 
unanimous consent that, following the 
special orders that have been provided 
for earlier, there be a period for the 
transaction of routine morning business 
not to extend beyond 20 minutes, in 
which Senators may speak for not more 
than 5 minutes each. 

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

The Senator from Mississippi is rec
ognized. 

A PLAN FOR OUR ECONOMY AND 
SOLVING THE BUDGET CRISIS 
Mr. STENNIS. Mr. President, I re

spectfully thank the two leaders for 
yielding to me at this time and making 
these arrangements. 

Mr. President, I shall not detain the 
Senate for very long, of course. I have 
recently attended the hearings conduct
ed by our esteemed friend from Oregon 
<Mr. HATFIELD), chairman of the Senate 
Appropriations Committee. These pro
ceedings heard from the noted and out
standing economists of the Nation re
garding our financial structure, the in
:tlation, and the need for a balanced 
budget and what steps could be taken. 
I want to commend again the chairman 
of the committee for holding these hear
ings and I want to share with the mem
bership something of the testimony and 
give my impressions on this very vital 
matter. 

Mr. President, I am greatly concerned 
as to the immediate situation regarding 
the intolerable interest rates that our 
people are having to pay, from the small
est to the largest, for the day-to-day 
endeavors that they have to engage in 
to make a living, to pay their debts to 
adjust to new situations. On my redent 
visit to Mississippi, I called for one gen
tlemen-he did not call me· I called for 
him to please come by the ofnce. Modest, 
honest, successful in a small business for 
years and time tested in every way he 
had withstood the storms and the 'ups 
and downs of our economy. 

He told I?e that he had to pay $3,000 
a month m interest, alone-$3 000 a 
month in interest alone-for th~ cur
rent, on-the-ground, small stock of au
t~mobiles that he had on hand. I asked 
him what that would do to his business. 

.He said, "Well, after some months, I 
Will go bankrupt." 

It impressed me very much because I 
know that man was telling me the truth. 

Mr. President, I am not fully versed in 
the science of economics, but it is only 
commonsense that small businesses can
not. survive at these interest rates. A new 
~usmess cannot start on such rates. Pay
mg these kinds of rates means that 
zn:any businesses now fairly successful 
Will be forced into bankruptcy. The 
records bear this out. Dun and Brad
s~reet reported that business bankrupt
Cies were already higher last fall than 

even during the worst of the terrible 
1974-75 recession. The loss of jobs and 
real earning power which follow business 
failures will damage and will of course 
continue to damage our economy severe
ly. No individual, no small business, no 
large business, or no new business can 
get ahead paying 20 percent interest. 
This also applies to a young couple start
ing out with plans for a home, a savings 
account, and a family. 

These high interest rates re:tlect the 
serious state of our economy. The rates 
and the effect they are having on our 
economy are of great concern to me as 
they are to many of my colleagues. 

I came here then to these hearings, at
tended all of them, and put forward the 
question always to these economists: 

What about these interest rates and what 
should be done in addition to what is being 
done now? 

They had no criticism of Mr. Volcker. 
They did not try to lay the blame on 
someone else. But they were unable to 
come up with a single concrete sugges
tion as to any quick or medium-length 
program that would meet this problem 
of the uncommonly high interest rates 
with which no one can live. 

They were all expressly asked the ques
tion if they favored any kind of control 
of prices, wages, or interest rates in this 
problem. They said that they were not-
they were not--in favor of any such 
move. They all said, in substance, that 
there had to be an adjustment of our 
fiscal affairs so as to eliminate the huge 
budgets, to bring in line our outgo and 
our income. 

This impressed me very much, that 
not one of these gentlemen could make a 
suggestion that they were willing to try 
to move or to risk their reputation on. 

I was more and more convinced by 
their testimony as a whole in the 4 days 
of the hearings that the Congress and 
the President must t.ake a strong lead
ership role in a concerted fight against 
this in:tlation and must demonstrate to 
the American people that the Govern
ment and its leadership is determined to 
make a hard, painful, far-reaching de
cision to gain control of the economy, 
and that would have to include reduced 
Government spending. 

I believe that we now still have time to 
meet this situation, but we are at a point 
of crisis, where something must be done. 
I am not an economist, but as a practi
cal matter, I think the economy cannot 
continue with these twin devils of high 
in:tlation and high interest rates. I 
clearly see that stability is absolutely 
essential. 

Last year, interest rates bounced from 
10 percent up to 20 percent twice in a 
12-month period. This is without prece
dent. How can anyone plan for the 
future? How can anyone meet conditions 
when outstanding notes come due
whether it is for a home or for past debts 
or whatever, whether it is an individual, 
a small business, or a large business? 

I know of a successful small corpora
tion, a good business, with sound prac
tice, successful for 30 years, which has 
to pay 19 percent interest now for their 
current operation. 

These things that have happened have 

taken a terrible toll on business confi
dence. I am not just talking about the 
businessman. I am talking about every
one, because everyone is in business to a 
degree, the business of making a living. 

All the American public, including the 
ordinary businessman and responsible 
people from all groups, have lost a great 
deal .of their confidence in the economy 
and m the Government's ability to cope 
with the situation. 

That is the gravest part of the mat
ter, as I see it. There have been too many 
disruptions in our economy-the two 
oil price shocks in this decade, the two 
deep recessions which occurred in 1974 
and last year, and greater and greater 
Government deficits have simply shaken 
the confidence of the American public. 
They do not know what to believe or 
wh:ch way to turn. 

Witness after witness told the commit
tee that the main cause of the in:tlation 
was psychological-that the public ex
pectations of further in:tlation was the 
driving force and cause of the double 
digit in:tlation rate which our economy 
has experienced. Nearly all of the wit
nesses urged that the Congress take con
trol with a stronger hand on Government 
spending-there was a strong consensus 
that Government spending should be re
duced and the budget brought into an 
approximate balance within 2 or 3 years. 

I am not an extremist on this. I al
ways have said that it could not be done 
in 1 year. It would damage the machin
ery of our economy to try to stop this 
thirug instantaneously, almost like a run
away car. Stopping it all of a sudden 
means a crash and breaking up every
thing. So it is with our economy. 

All agreed that we could not balance 
the budget in 1 year, but that if we effec
tively worked and actually moved toward 
a balanced budget that the financial 
markets would respond and interest rates 
and in:tlation would be reduced. 

We have not been idle in the past. I 
am talking about the Congress and the 
former President. A great deal was 
done here last year, but much of it was 
not consummated. Conditions now are 
different. There is no election pending. 
We have time now to analyze and to 
plan. We must go deeper here. 

I have been on the Appropriations 
Committee a long time. Perhaps I had 
not fully realized that about 75 percent 
of the total budget outlay now is not sub
ject to effective review on an annual 
basis through the appropriations process 
alone. The entitlement portion of the 
budget--and that certainly is a portion 
that has a place-will now require an 
in -depth review and the exercise of po
ll tical courage for some reasonable re
ductions to be made. 

To reduce Government spending we 
will need to look at the entire budget 
across-the-board. As we all know, a great 
portion of our annual spending comes 
about from the so-called fixed portion o! 
the budget. I mean by that the payments 
which are mandated by current law. 
These are the most rapidly growjng part 
of the budget. They cannot be changed 
by the appropriations process alone, but 
only by amendments to the authorizing 
legislation. 
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I do not favor an all-out fight now to 
abolish all these programs. I say it is 
necessary to review them; I favor an 
across-the-board modest reduction 
aimed at controlling inflation and killing 
high interest rates. Such an across-the
board reduction would be fair, would be 
moderate, and yet the total dollars saved 
under this method would go a long way 
in meeting the demands for destroying 
this excessive inflation and these high 
deficits. 

Mr. President, let me emphasize how 
difficult I believe this process will be and 
why I believe that the strongest possible 
and most concerted effort must be made 
if we are to succeed. For example, last 
spring when it became clear that Gov
ernment spending was going to go out of 
control, the leadership of both Houses, 
and the administration, met for 8 days 
with the objective of choosing a method 
to balance the budget. We worked hard, 
we made some tough decisions, and when 
I came away from the meetings I was 
confident that this working group had 
honestly tried to put together a working 
plan to hold Government spending in 
line. We made substantial progress, but 
there was not enough emphasis on in
dexed entitlement programs, and there 
was not sufficient consideration given to 
adopting an across-the-board reduction 
that would have had small impact on in
dividual programs but would have, in 
sum total, been an appreciable reduction. 
The summer brought unexpected events 
and continued inflation and unemploy
ment, which took a heavY toll on spend
ing, particularly in those programs in
dexed to inflation and unemployment. 

So now, even after that special effort 
and diligent work to reduce the fiscal 
1981 budget, we will still have a deficit of 
nearly $60 billion. 

I emphasize that that came after this 
tremendous effort on the part of a great 
many Members of the House and the 
Senate, and then the President of the 
United States. 

Inflation strikes in many places. It 
forces individuals into higher and 
higher tax brackets, taking even more 
money from our households, forcing our 
working families to go further into debt 
and giving up any savings they may have 
managed to put aside. The decline in 
personal savings has devastated the cap
ital markets and dried up one major 
source of the funds which are needed to 
provide housing, modernize our indus
tries and invest in new enterprises. 

The lack of investment funds for our 
economy has contributed to a serious 
decline in productivity :;tnd has hurt the 
ability of many of our main businesses 
to compete in international markets 
Automobiles and steel are good exam
ples of businesses that need moderniza
tion and improved productivity. 

During the hearings last week there 
was considerable discussion of how we 
can get the economy going again. On 
this particular point there was a wider 
range of views. Some advocated a 3-year 
tax cut, the so-called Kemp-Roth plan, 
which would give a tax cut to individuals, 
but others advocated targeted tax cuts 
for businesses that would stimulate in
vestment. There were differences as to 

whether we should have a tax cut first 
without a guarantee of Government 
spending cuts, or whether we should re
duce expenditures first and then look 
for a tax cut. 

Last year, prior to the November 1980 
election, I spoke on our Nation's eco
nomic problems and gave my position 
on adopting a "mere tax reduction." It 
was clear then, as it is now, from my 
experience, that we must pass the ex
penditures cuts first, or at least along 
with a tax cut, if we expect to reduce 
government spending. I believe it is 
virtually a legislative impossibility to 
pass meaningful expenditure reductions 
after a tax cut has been put into law. 
Such a bill would lack the votes, even 
with President Reagan's support, along 
with the support of many of us in the 
Congress. 

However, I believe that a reduction of 
taxes to stimulate investment will be 
timely if it is a part of a program to 
:fight infiation and coupled with a re
duction in Government spending. That 
is not new for me. I announced that on 
the floor and in my mail and elsewhere 
before the 1980 election. That is the 
commonsense viewpoint, as I see it. 
Those two will have to travel along 
together. 

Individuals also should have personal 
income taxes reduced in some degree as 
soon as possible to compensate for the 
personal income lost and other special 
burdens they carry. 

But it seems to me that after we ac
tually review and understand this mas
sive economic problem that demands 
broad treatment, for us to merely move 
in and toss in a 3-year tax reduction 
plan, and little more, is greatly inade
quate. In fact, it would be an abdication 
of our responsibilities as Members of 
Congress to do the easy thing of re
ducing taxes and then largely back off 
for 2 or 3 years and "wait and hope" for 
good results. 

We might keep trying, but I do not 
think it is possible to pass a meaningful 
spending reduction measure if we al
ready have written into the hard law a 
guaranteed 3-year tax reduction that is 
going to bring in less and less revenue, 
when those expenditures are still left on 
the books, and they will continue to rise 
rather than be reduced. Like it or not, 
the two must go together. 

That will be my position-driving all 
the time to eliminate waste, wherever 
found and however difficult ·to identify. 

To be explicit, I regard this grave in
flation menace so seriously that I will 
work to move forward and support a 
plan, whatever its source, if I think it will 
produce desired results. I advocate the 
following: A review of all major expend
itures with a view of making reduc
tions wherever reasonably possible, 
especially in the field of annually recur
ring expenditures. This review would 
include consideration of across-the
board reductLons in so-called entitle
ments, including the indexed ones that 
automatically accelerate subsrt;antially 
more expenditures each year. One pos
sible course is to revise the "index" which 
determines the amount of the automatic 

increases. After a consideration of the 
full picture as outlined, and the makL'lg 
of whatever reasonable reductions in 
Federal spending as may be required, and 
an all-out drive against waste, a timely 
tax reduction plan should follow. Let 
the adjustments in expenditures and the 
benefits of tax reductions work hand in 
hand and for the betterment of the en
tire problem. 

Finally, I believe President Reagan has 
a great opportunity to set our economy 
;on a new course. I believe he will try. I 
am convinced of that, after listening to 
him and talking to him in person. I am 
very hopeful that he takes a firm leader
ship position and holds on with great de
termination to his announced objectives 
of bringing inflation under control and 
revitalizing the economy. I will give him 
my support wherever I can, and I urge 
my colleagues to join me in giving inten
sive consideration to his budget when it 
is delivered to us for legislative action. I 
beEeve the American people sense the 
serious state of our economy and they 
are looking to the President and to the 
Congress for the hard decisions that are 
necessary to afford the leadership de
manded by present conditions. The 
people have the capacity. Their record 
proves it. 

Today, the United States, militarily 
and economically, is the strongest nation 
ever to exist in the history of the world. 
No other nation compares. 

We do not have any margin to spare; 
but if we keep our military preparations 
ongoing, with our technology, our skilled 
workers, and our great American spirit 
which is still alive, we can rise to these 
challenges, whatever they are. 

However, there is no time to lose. 
There is no easy way to find. Politically, 
it will be a painful way for us, but we 
must remember our economy makes it 
painful for our people, for those whom 
we represent. 

So, Mr. President, I am ready, in my 
humble way, in my way to do what I can 
to bring about these results. I think the 
responsibility is on all of us. It makes no 
difference whether we just got here last 
month or when we came. Let us not look 
for an easy way. There is no magic in 
this thing. It will have to come the hard 
way, but it is the price that we are will
ing to pay and the reward to our people 
will be great and the security of our 
Nation will be made certain. 

I thank the leadership very much for 
this time, and I yield the floor. 

ORDER OF PROCEDURE 
The ACTING PRESIDENT pro tem

pore. Under the previous order, the Sen
ator from Rhode Island <Mr. CHAFEE) is 
recognized, as in legislative session, for 
not to exceed 15 minutes. 

Mr. STEVENS. Mr. President, is there 
another special order? 

The ACTING PRESIDENT pro tem
pore. There are two additional special 
orders to follow. 

Mr. STEVENS. Mr. President, I ask 
unanimous consent that the special or
der for Senator CHAFEE be placed at the 
bottom of the list. 
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The ACTING PRESIDENT pro tem
pore. Without objection, it is so orderec:t. 

Mr. BUMPERS. Mr. President, what 1s 
the next special order? 

The ACTING PRESIDENT pro tem
pore. The Senator from Arkansas. 

Mr. BUMPERS. Good. 
The ACTING PRESIDENT pro tem

pore. The Senator is recognized. 
Mr. BUMPERS. Mr. President, how 

much time do I have? 
The ACTING PRESIDENT pro tem

pore. Not to exceed 15 minutes. 

THE CRIMINAL JUSTICE CONSTRUC
TION REFORM ACT 

Mr. BUMPERS. Mr. President, on 
January 21, 1981 Senator DoLE intro
duced S. 186 entitled the Criminal 
Justice Construction Reform Act. Very 
briefly, this bill provides for technical 
and financial assistance to State and 
local governments to undertake compre
hensive criminal justice construction 
programs. Under this legislation, State 
and local government entities would be 
eligible to receive Federal grants for con
struction and modernization of criminal 
justice facilities; the grants would be 
used to improve State prison facilities, 
rural courthouses, detention centers, 
halfway houses, reformatories, and com
munity-based facilities. To the extent 
allowed under State law, convict labor 
could be used in the construction 
process. 

The bill authorizes two alternative 
funding sources for the necessary con
struction funds: First, State and local 
entities would be authorized to sell reve
nue bonds to generate funds; it is our 
hope that the tax advantages of these 
bonds would make them attractive to in
vestors. Second, the bill calls for a direct 
Federal appropriation of up to $6.5 bil
lion spread over the next 7 years; 
these Federal moneys, I emphasize, 
would not be made available to supplant 
State or local funding efforts, but only 
to increase the amounts of funds avail
able for construction and renovation of 
these facilities. 

Mr. President, in these inflationary 
times when all of us agree that we must 
make every effort to cut unnecessary 
spending, a legitimate question, and one 
which ought to be addressed straight
forwardly, is why we are introducing a 
bill which calls for the expenditure of 
even more Federal money. The answer is 
that the needs of States and local gov
ernments for additional funding in this 
area are critical; one need look no fur
ther than the recent tragedy which 
occurred at New Mexico Penitentiary 
for evidence of the volatile potential ex
isting in many State prisons, and I can 
tell you that without some kind of Fed
eral assistance the kind of underfunding 
and overcrowding which led to the New 
Mexico riot is not going to be resolved. 

One does not have to go any further 
back than the New Mexico penitentiary 
riots last year for the evidence of the 
volatile potential existing in New Mexico 
State prisons, and I can tell Senators 
that there are more New Mexico riots 
looming on the horizon unless some ac
tion is taken. 

Mr. President, the current problems 
that are being experienced by the Arkan
sas prison system provide a graphic illus
tration of what I am talking about. Now, 
the single most important fact about the 
Arkansas prison system is that, due pri
marily to progressive leadership by a 
series of Arkansas Governors over the 
last 10 years-and I might add paren
thetically that I was one of those pro
gressive Governors-the Arkansas pris
ons are light-years ahead of where they 
were in the 1960's. 

The improvements can only be de
scribed as striking and dramatic. The 
Arkansas prisons have gotten a lot of 
adverse national publicity and at one 
time we were alone in this. Now we are 
joined by almost every State in the 
Nation in that category. Some of our 
criticism was certainly legitimate, accu
rate, and -as usual, some of it was not. 
But overall, the prison system is much 
better now than it has ever been. The 
prisoners are, for the most part, hu
manely treated. They are well fed, and 
some of those bizarre, outrageous inci
dents of 15 years ago have largely been 
eliminated, although it would be unfair 
to say that by the very nature of a prison 
system, we will ever totally eliminate all 
of those. 

The Arkansas Board of Corrections has 
provided dedicated and creative leader
ship, and we have had a series of progres
sive prison -administrators. I hope and 
have every reason to expect that the fu
ture leadership will continue to be pro
gressive and innovative. 

I might digress by saying Winston 
Churchill said one time that you can tell 
more about a society by the condition 
of their prisons than any other single 
institution. 

Mr. President, having said all of this, 
it will be misleading to imply that the 
Arkansas prisons still do not have very 
serious problems, as do most States. We 
have been under a Federal court injunc
tion for years, and I think it is a safe 
statement that the conditions there still 
do not meet minimum constitutional 
standards. 

Now why is this so? Why-with so 
many people dedicated to providing de
cent prison facilities-why can not the 
prison be brought up to minimum con
stitutional standards? 

The answer, Mr. President, is lack of 
money. Arkansas is not a wealthy State, 
and there simply is not enough money 
to construct and staff a prison facility 
which would meet minimum constitu
tional standards. The current physical 
plant at the Cummins unit of the Ar
kansas prison is woefully inadequate to 
meet current needs. The Arkansas De
partment of Corrections tells me that 
the facility ideally should house about 
900 inmates; they claim that the abso
lute maximum should be 1,350. Mr. Presi
dent, yesterday 1,644 inmates were being 
held at the Cummins unit, which is 744 
more than should be. The prison is lit
erally bursting at the seams. I want 
to point out that most of these prison
ers are not doing time for petty theft; 
they are rapists, robbers, burglars, grand 
larcenists, and murderers. Many of these 
inmates are rough characters, and when 

you get 1,644 of them in a facility de
signed fox 900, you are sitting on a time 
bomb. 

The incidence of violence, including 
rape of other inmates, increases dramat
ically; inmates become angry and frus
trated due to lack of privacy and crowd
ing, and guards become overtaxed, less 
effective, and generally more edgy. Mr. 
President, the State of Arkansas simply 
does not have the money to construct 
the facilities to adequately house these 
prisoners; the State has other pressing 
needs which cry out for more money
education is a good example-and I do 
not see on the horizon the money neces
sary to provide a constitutional prison 
system in the State of Arkansas. 

City and county jails in Arkansas are 
in a similar condition. There are 150 
local jails in Arkansas, and anyWhere 
from one-half to two-thirds of them do 
not meet minimum standards. Over
crowding is the rule rather than the 
exception; end multiperson cells are 
common. Now, Mr. President, it is im
portant to keep in mind that when we 
talk about prisoners incarcerated in city 
and county jails, we are talking mainly 
about persons who are being held for 
trial; these individuals have not been 
found guilty of any crime. The average 
stay for these persons is about 6 months, 
and they are there because they cannot 
make bail in most instances. 

In April 1979, and these are the latest 
figures I could come up with, there were 
1,063 incarcerated in county facilities 
and 371 in city facilities in Arkansas; 
and these persons are being housed 
in buildings designed for about half that 
many. Now, Mr. President, the city and 
county officials in Arkansas are trying 
to deal with this problem; they know 
that many of these facilities would not 
sutvive a court challenge, e-nd in the 
last few years 59 jails have closed vol
untarily because of this. But those which 
are still open need financial help. 

The situation on the national level is 
just as alarming. Although State prison 
populations nationwide have leveled off 
somewhat, over the past 5 years the 
prison population has increased by 
about a third. Corrections authorities 
in many States house some r,>risoners in 
local jails because of overcrowding 1n 
State-operated facilities. As of April 1, 
1980, prisons in 32 States were under 
court order to end overcrowding. Chief 
Justice Warren E. Burger in his 1980 
annual yearend report recognized these 
problems and issued the following 
challenge: 

What these events reaffirm ts that our 
criminal justice system is in need of funda
mental change; specifically, we must focus 
more attention on the conditions of in
carcerated persons. As I noted in my Febru
ary 3, 1980, State of the Judiciary Address, 
just one day after the New Mexico tragedy, 
and I reemphasize here "we have a system 
of justice that provides each criminal de
fendant the most elaborate due process, free 
counsel, and the most expansive trials 
known anywhere; yet when the trial is over 
we simply cast the guilty into nineteenth 
century penal institutions." I said then, and 
repeat here, "to put people behind walls and 
bars and do little or nothing to change them 
1s to win a. battle but lose a. war. It is wrong. 
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It is expensive. It is stupid." I intend to 
press this subject in 1981. 

Mr. President, I am as committed as 
anyone to cutting Federal spending and 
balancing the Federal budget, and I in
tend to vote accordingly on various 
spending measures. We cannot sit idlY 
by, however, and allow these needs to go 
unmet. Congress must address these 
problems because the States are having 
trouble solving them. You know as well 
as I do that funding prisons is not popu
lar back home; many Americans inac
curately perceive these overcrowded 
prisons as country clubs where the in
mates do nothing but sit around and 
watch TV while they wear clothes, eat 
food, and sleep on beds, provided at tax
payers' expense. 

When I became Governor of my State, 
I had fallen victim to all that coffee shop 
talk, and after 3 months in the Gover
nor's office, I went to visit our prisons, 
and what I saw there kept me sleepless 
for about 6 nights. I invite anybody to 
take a similar trip. I promise you you 
will be disabused of any such notions. 

But my point is that this erroneous 
perceptiori is there, and we will not be 
getting much mail from the folks back 
home urging us to pass this bill. And, I 
can tell you, those who hold elective 
office at the State and local level would 
have a much tougher time politically 
than we will have if this kind of bill were 
being voted on at a looallevel. 

Well, I will not go on, Mr. President, 
but I want to point out that the exponen
tial increase in the crime rate in this 
country demands that criminals par
ticularly the repeaters, be taken ~ff the 
streets. I do not propose an argument 
here on the economic, social, and cul
tural reasons for crime-that is another 
subject-but I simply want to state what 
we all know, that we are bonding re
peaters because we do not have any place 
to put them. We are paroling and com
muting inmates prematurely in order to 
make room for the newly sentenced 
criminals, and in order to comply with 
court. orders to eliminaJte overcrowding. 

It. 1s a revolving door and society is 
paymg a very high, precious economic 
price-much greater than the cost of 
this bill-and a prjce in grief and fear 
which is incalculable in dollars. 

To do nothing in the face of what we 
all know to be the facts is a gross abdi
cation of our responsibility. 

Mr. President, I plan to introduce one 
or two more bills this session dealing 
~ith !1n effort to reduce .the crime rate 
m th1s country. I consider it one of the 
very highest priority problems of the 
1980's. We cannot continue to allege that 
v:e are the freest nation on Earth and 
simultaneously be held captive to our 
fears ~f being a victim of a criminal act. 

So, m closing, I urge all of mt col
leagues to join Senator DoLE and me in 
urging the passage of this bill. 
~r. Pre:sident, I yield back the re

ma~~er of such time as I have re
mammg. 

ORDER OF PROCEDURE 
The ACTING PRESIDENT protem

pore. The Senator from Virginia <Mr. 

HARRY F. BYRD, JR.) recognized for not 
to exceed 15 minutes. 

Mr. HARRY F. BYRD, JR. Mr. Presi
dent, I yield 3 minutes to the distin
guished Senator from Rhode Island <Mr. 
CHAFEE). 

The ACTING PRESIDENT pro tem
pore. The Senator from Rhode Island. 

S. 391-INTELLIGENCE IDENTITIES 
PROTECTION ACT OF 1981 

Mr. CHAFEE. Mr. President, I want to 
thank my distinguished colleague Crom . 
Virginia for yielding to me these 3 min-· 
utes. 

Mr. President, I rise today to reintro-
duce the Intelligence Identities Protec
tion Act of 1981, and to ask this body 
for its speedy consideration and passage. 

As many of my colleagues will recall, 
this legislation was reported from the 
Senate Intelligence Committee last Au
gust by an almost unanimous vote of 13 
to 1. It was subsequently referred to the 
Senate Judiciary Committee where it 
was eventually reported out with several 
amendments. Unfortunately, the press of 
events before our national elections pre
vented this bill from coming to the ft.oor 
before the 96th Congress adjourned, and 
it did not ever come to a vote. 

The purpose of the Intelligence Iden
tities Protection Act is to strengthen the 
intelligence capabilities of the United 
States by prohibiting the unauthorized 
disclosure of information identifying 
certain American intelligence officers, 
agents, and sources of information. In 
short, the bill places criminal penalties 
on those enemies of the American in
telligence community engaged in the 
pernicious activity of "naming names." 

Mr. President, in my judgment, gov
ernmental protection of the identities of 
American intelligence officers, agents 
and informants is an idea whose time 
has come. In fact, it is long overdue. 
The Republican Party platform for 1980 
contains a plank supporting legislation 
"to invoke criminal sanctions against 
anyone who discloses the identities of 
U.S. intelligence officers." Mr. William 
Casey, recently confirmed as Director of 
Central Intelligence, has indicated to me 
in both public and private that he sup
ports this type of legislation. The on
going Democratic administration sup
ported this bill last year. In fact, our 
bill was the only formulation actively 
supported by the Justice Department. In 
a letter to the Senate Intelligence Com
mittee dated July 19, 1980, former Dep
uty Attorney General Renfrew stated 
that this formulation of intelligence 
identities protection-

Substantially alleviates the constitutional 
'. and practical concerns expressed by the Jus
tice Department with regard to earlier ver
sions of the blll. . . . 

Support for this legislation also comes 
from a broad bipartisan base of Senators 
with extensive knowledge and experi
ence in intelligence and national se
curity affairs. I am particularly pleased 
that the chairman of the Senate Com
mittee on Intelligence, BARRY GoLD
WATER, is an original cosponsor of this 
bill. He is joined by an impressive array 
of my distinguished colleagues on both 

si~es of the aisle who have supported 
this legislation in the past, and who have 
agreed to cosponsor this bill with us 
again today. 
~· ~resident, passage of this legis

latiOn 1s essential if this country is to 
restore at least a modicum of effective
ness to its clandestine service and 
operations. Its passage will begin to show 
that this Nation intends to reverse the 
adverse trend of recent years, and will 
work to rebuild an efficient effective re
sponsive and professionai intellig~nce 
community to serve as the first line of 
defense in today's unstable and hostile 
world. Finally, Mr. President the ex
peditious passage of this leg~lation is 
vital to the lives and safety of those 
Americans who serve this Congress and 
this Nation on difficult and dangerous 
missions abroad. 

Mr. President, from the time George 
Washington dispatched Benjamin 
Franklin to France in 1776, the Govern
ment of the United States has sent 
American citizens abroad on difficult and 
dangerous missions in pursuit of the 
goals of our Nation. Franklin's secret 
mission to France was instrumental in 
securing European support for the 
fledgling American Revolution, and he 
risked being hanged for treason by the 
British if captured. 

It was fortunate for our Nation that 
Franklin was not apprehended on his 
way to France by the two British war
ships sent to intercept him at the mouth 
of the Delaware River. It was also for
tunate for our Nation that the treachery 
of another American, Dr. Edward Ban
croft, who served as Franklin's principal 
secretary and as a double agent for the 
British, was unable to destroy his vital 
mission for America. For Franklin 
would eventually secure the treaties of 
amity and commerce, and of alliance, 
with France which provided sustenance 
and support to our newborn Nation. 

Mr. President, the growth of this great 
Republic over the course of two centuries 
has not diminshed our need for clandes
tine operatives and operations abroad. 
Now, more than ever, we need to know 
what is going on in the world so that 
our leaders can make informed decisions. 
That is why, in 1947, the assignment of 
clandestine agents abroad was institu
tionalized by President Truman with the 
formation of the Central Intelligence 
Agency, and a permanent cadre of covert 
agents was created. Intelligence collec
tion and the assignment of American 
agents-our fellow citizens-to posts 
abroad have had the support of every ad
ministration and every Congress, includ
ing this one that is in session, since 1947. 

In the last 5 years, however, certain 
Americans have made a profession of 
ferreting out the identities and publish
ing the names of our agents, with the 
result that their lives and the lives of 
their families and friends are placed in 
jeopardy. 

In December 1975, Richard S. Welch, 
CIA station chief in Athens, Greece, was 
brutally murdet'ed in frnnt of hi.s home 
as he returned from a Christmas party 
at the American Ambassador's residence. 
Welch's assassination occurred within a 
month of the time that he was publiclY 
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identified as CIA station chief in the 
Athens Daily News. The information for 
the News story came from Philip Agee's 
Counterspy magazine. 

I have a special feeling for this brutal 
murder because the Welch family comes 
from Rhode Island. Richard Welch grew 
up in Providence where he was an honor 
student at Classical High School, and a 
member of the track team. He went on to 
Harvard, graduating in 1951 magna cum 
laude with a degree in Greek and classi
cal langua;ges. Welch's mother and wife 
were both from Rhode Island, and a 
brother and sister still live there today. 
His uncle, Joseph S. Wholey, was the 
probate judge in Smithfield and former 
clerk of the family court. 

The first point I am trying to make in 
all of this is that RichardS. Welch was 
not some thick-thumbed goon in a 
trenchcoat, as CIA officers are so often 
characterized, but a well-educated, able, 
and intelligent family man. He gave up 
what could have been an easy life at 
home in Rhode Island for an important, 
though dangerous, series of assignments 
overseas. He believed in the primary mis
sion of the CIA, which is to collect for
eign intelligence so that U.S. policymak
ers can make informed judgments at 
home. He died for these beliefs because 
a small clique of treasonable individuals 
make their living by "naming names." 

A second, and equally important point, 
is that it has been more than 5 years 
since Richard Welch was brutally mur
dered, and yet the Congress has done 
nothing legislatively to address the 
problem of "naming names." At the time 
of the Welch assassination, Counterspy 
magazine claimed it had leaked the 
names of 225 alleged CIA agents. Now, 5 
years later, Louis Wolf of the Covert 
Action Information Bulletin can boast 
that he has helped to disclose the names 
of more than 2,000 American intelli
gence officers stationed around the 
world. 

This same Louis Wolf was responsible 
for revealing the names of 15 alleged 
CIA officers in Kingston, Jamaica, last 
July. Within 48 hours of the announce
ment, the home of one of the men 
named, Richard Kinsman of the U.S. 
Embassy, was fired upon with sub
machine guns and an explosive device. 
Four days later, another assassination 
attempt was made--this time on Jessie 
Jones of the U.S. Agency for Interna- · 
tiona! Development, who had also been 
named by Wolf. 

Newspaper reports from Jamaica have 
stated that the names, addresses. tele
phone numbers, and automobile license 
plate numbers of all 15 people named by 
Wolf were distributed throughout 
Kingston on wall posters. As a result of 
this situation the U.S. Embassy was 
fore~~ to relocate all persons and 
families named. The cost of this unex
pected relocation must be measured in 
more than taxpayers dollars; it must be 
measured in the jobs evacuated, the ex
perience lost, the children traumatized 
and the lives disrupted. 

It is difficult for those of us here in 
this country, most of whom have never 
served in a foreign service post abroad, 

to visualize what it must be like to see 
anti-American hysteria and violence 
stirred up through the vicious and ir
responsible acts of people like Louis 
Wolf. The helplessness and frustration 
which these Americans and their 
families must feel are beyond my abil
ities to describe. However, these feelings 
were poignantly described in a letter 
from Mrs. Kinsman to me last summer, 
and I ask unanimous consent, Mr. Presi
dent, that this letter be printed in the 
RECORD. 

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

JULY 16, 1980. 
DEAR SENATOR CHAFEE: The incident in 

Jamaica. of July 4th which threatened the 
lives of my family and particularly my hus
band, Richard Kinsman, after his "exposure" 
by a.n American as Chief of Station for the 
C.I.A. was, to say the least, deplorable. I take 
strong issue with those who suggest that 
Congress should hesitate to censor such anti
intell1gence propaganda, and I was enor
mously heartened to read (in Jamaica's 
Daily Gleaner) that you wlll seek to intro
duce legislation in Congress which w111 pro
hibit further exposures o! our country's in
telligence officers. 

Only in the United States, Senator Chafee, 
are a Louis Wolfe and the editors of a Covert 
Action Magazine free to travel to a foreign 
country to hold a press conference and ap
pear before an entire nation on television 
for the purpose of implicating fellow Ameri
cans as intelUgence agents. Only in the 
United States are they free to distribute 
pamphlets with the names, photographs, 
local addresses, telephone numbers and car 
registration numbers of these American 
agents and foreign service officers. And fi
nally, after having set up their fellow citizens 
for harassment and possible death, they are 
free to return to this Land-sleek and smug 
behind the safety of our great Constitu
tion-free to continue their traitorous ob
jectives, free to write, free to speak and tree 
to vote. 

To question and criticize the activities of 
our Nation's agencies among ourselves and 
within our boundaries is all very well and 
good. But to flaunt our country's Uberties in 
order to expose and endanger the lives of our 
foreign service officers overseas under the 
pretext of certain "ideologies" is completely 
sinister and un-American. It is difficult for 
me to understand why our country's laws 
continue to protect these unprincipled few 
(Phil Agee, Louis Wolfe, etc.)-and more
over, why American lives must be jeopardized 
in exchange for their rights. 

I question also how far our Central In
telligence Agency must compromise its effec
tiveness !or the sake of a Louis Wolfe's con
stitutional liberties. Where do America's pri
orities really belong in this controversy? 

As an American who loves my country and 
values my freedom, I urge you, Senator Cha
fee, to pursue legislation which will defeat 
those !actions in America who are dedicated 
to destroying our intelllgence agencies, and 
who deliberately seek to harm American offi
cers and their famiUes serving our Nation 
abroad. 

Sincerely yours, 
Mrs. N. RICHARD KINSMAN, 

U.S. Government Evacuee. 

Mr. CHAFEE. Mr. President, this is 
an intolerable situation. The Congress 
has a responsibility to place criminal 
penalties on those who are in the busi
ness of exposing our agents without, at 
the same time, threatening the critic of 
intelligence policy or the journalist who 

might reveal the name of an agent in the 
course of a news report. 

We in no way want to threaten a critic 
of our foreign policy or our intelligence 
policy. We in no way want to inhibit 
journalists who might reveal the name of 
an agent in the course of a news report. 
Those are not the people we are try
ing to get at. In my judgment, and the 
judgment of most experts who have care
fully examined the legal provisions of 
this legislation, the Intelligence Identi
ties Protection Act of 1981 meets the 
dual standard of protecting freedom of 
the press and freedom of speech and, at 
the same time, protecting the lives of our 
agents. 

Mr. President, the opponents of this 
bill claim that its passage would threaten 
any journalist or editor who decides to 
publish "lawfully obtained information 
about intelligence agencies." This is la
tently false and misleading. The Intelli
gence Identities Protection Act would 
criminalize, under very limited circum
stances, only the unauthorized disclosure 
of information identifying certain indi
viduals engaged or assisting in the for
eign intelligence activities of the United 
States. The legislation does not assault 
the first amendment. It does not threat
en public discussion. It will not stifle de
bate about our country's foreign policy or 
intelligence activities, and it would not 
prevent the exposure of allegedly illegal 
activities or abuses of authority. 

Disclosures of intelligence identities 
by persons who have not had authorized 
access to classified information would be 
punishable only under specified condi
tions, which have been carefully crafted 
and narrowly drawn so as to make the 
act only applicable to those engaged in 
an effort or pattern of activities designed 
to identify and expose intelligence per
sonnel. 

Not only has the crime been narrowly 
drawn in the Senate bill, but a series 
of elaborate defenses against prosecution 
have been erected to protect the journal
ist and intelligence critic. For example, 
in a prosecution, the Government would 
have to prove each of the following ele
ments beyond a reasonable doubt: 

First, that there was an intentional 
disclosure of information which did in 
fact identify a "covert agent"; 

Second, that the disclosure was made 
to an individual not authorized to re
ceive classified information; 

Third, that the person who made the 
disclosure knew that the information 
disclosed did in fact identify a covert 
agent; 

Fourth, that the person who made the 
disclosure knew that the United States 
was taking affirmative measures to con
ceal the covert agent's classified intelli
gence affiliation; 

Fifth, that the disclosure was made in 
the course of a pattern of activities that 
was intended to identify and expose co
vert agents; and 

Sixth, that the person making the dis
closure had reason to believe that his 
activities would impair or impede the 
foreign intelligence activities of the 
United States. 

Mr. President, what further defenses 
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against prosecution could be asked for 
by those who claim they have first 
amendment concerns? What more can 
be done to protect the legitimate journal
ist and critic of intelligence policy than 
to provide this long and detailed se
quence of specific defenses? 

A careful examination of the issues 
and a weighing of the clear and present 
danger to our Nation's intelligence capa
bilities resulting from unauthorized dis
closures of intelligence identities against 
the carefully and·narrowly drawn prohi
bition in the Intelligence Identities Pro
tection Act has resulted in overwhelm
ing approval of this legislation last year 
by the Senate Intelligence Committee. 
Members of this committee have closely 
examined the contending arguments and 
have concluded that this legislation can 
help prevent damage to our crucial in
telligence sources and methods of col
lection without impairing civil or consti
tutional rights. 

I believe that the vast majority of the 
American people know that an effective 
intelligence service is essential to na
tional survival in an increasingly un
stable world. Passage of the Intelligence 
Identities Protection Act will be an im
portant protection for our intelligence 
officers in the field who daily sacrifice 
the comforts of home to serve their 
country under difficult and dangerous 
circumstances, and to those around the 
world who risk liberty and life itself to 
cooperate with our country in keeping 
our leaders, and those of the free world, 
well informed. 

Mr. President, I urge my colleagues to 
act on this vital piece of legislation be
fore more names are named, before more 
lives are threatened, and before more 
missions are destroyed. 

In closing, Mr. President, I ask unani
mous consent that the text of this bill be 
printed in the RECORD. 

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

s. 391 
Be it enacted by the Senate and House 

of Representatives of the United States of 
America in Congress assembled, That this 
Act may be cited as the "Intelllgence Iden
tities Protection Act of 1981". 

SEc. 2. (a) The National Security Act of 
1947 is amended by adding at the end there
or the following new title: 
"TITLE VI-PROTECTTON OF CERTA!N 

NATIONAL SECURITY INFORMATION 
"PROTECTION OF IDENTITIES OF CERTAIN UNITED 

STATES UNDERCOVER INTELLIGENCE OFFICERS, 
AGENTS, INFORMANTS, AND SOURCES 

"SEc. 601. (a) Whoever, having or having 
had authorized access to classified informa
tion that identifies a covert agent, inten
tionally discloses any information identify
ing such covert agent to any individual not 
authorized to receive classified information, 
knoWing that the information disclosed so 
identifies such covert agent and that the 
United States 1s taking affirmative meas
ures to conceal such covert agent's intel
ligence relationship to the United States, 
shall be fined not more than $50,000 or im
prisoned not more than ten years, or both. 

"(b) Whoever, as a result of having au
thorized access to classified information, 
learns the identity of a covert agent and 
intentionally discloses any information 
identifying such covert agent to any in
dividual not authorized to receive classified 

information, knowing that the information 
disclosed so identifies such covert agent and 
that the United States is taking affirmative 
measures to conceal such covert agent's in
telllgence relationship to the United States, 
shall be fined not more than $25,000 or im
prisoned not more than five years, or both. 

"(c) Whoever, in the course of a pattern 
of activities intended to identify and ex
pose covert agents and with reason to be
neve that such activities would impair or 
impede the foreign intelllgence activities of 
the United States, discloses any information 
that identifies an individual as a covert agent 
to any individual not authorized to receive 
classified information, knowing that the in
formation disclosed so identifies such in
dividual and that the United States is tak
ing affirmative measures to conceal such 
individual's classified inte111gence relation
ship to the United States, shall be fined not 
more than $15,000 or imprisoned not more 
than three years, or both. 

"DEFENSES AND EXCEPTIONS 

"SEc. 602. (a) It is a defense to a prosecu
tion under section 601 that before the com
mission of the offense with which the de
fendant is charged, the United States had 
publicly acknowledged or revealed the in
telligence relationship to the United States 
of the individual the disclosure of whose in
te111gence relationship to the United States 
is the basis for the prosecution. 

"(b) (1) Subject to paragraph (2). no per
son other than a person committing an 
offense under section 601 shall be subject to 
prosecution under such section by virtue of 
section 2 or 4 of title 18, United States Code, 
or shall be subject to prosecution for con
spiracy to commit an offense under such 
section. 

"(2) Paragraph (1) shall not apply in the 
case of a person who acted in the course of a 
pattern of activities intended to identify and 
expose covert agents and with reason to 
believe that such activities would impair or 
impede the foreign intelligence activities of 
the United States. 

"(c) It shall not be an offense under sec
tion 601 to transmit information described 
in such section directly to the Select Com
mittee on Inte111gence of the Senate or to 
the Permanent Select Committee on Intelll
gence of the House of Representatives. 

"(d) It shall not be an offense under sec
tion 601 for an individual to disclose in
formation that solely identifies himself as a 
covert agent. 
"PROCEDURES FOR ESTABLISHING COVER FOR IN

TELLIGENCE OFFICERS AND EMPLOYEES 

"SEc. 603. (a) The President shall estab
lish procedures to ensure that any individ
ual who is an omcer or employee of an in
temgence agency, or a member of the Armed 
Forces assigned to duty With an intelligence 
agency, whose identity as such an officer, 
employee, or member is classified informa
tion and which the United States takes af
firmative measures to conceal is afforded all 
appropriate assistance to ensure that the 
identity of such individual as such an om
cer, employee, or member is effectively con
cealed. Such procedures shall provide that 
any department or agency designated by the 
President for the purposes of this section 
shall provide such assistance as may be de
termined by the President to be necessary in 
order to establish and effectively maintain 
the secrecy of the identity of such individ
ual as such an officer, employee, or member. 

"(b) Procedures established by the Presi
dent pursuant to subsection (a) shall be 
exempt from any requirement for publication 
or disclosurE.>. 

''EXTRATERRrrORIAL JURISDICTION 

"SEc. 604. There is jurisdiction over an of
fense under section 601 committed outside 
the United States 1f the individual commit
ting the offense is a citizen of the United 

States or an allen lawfully admitted to the 
United States for permanent residence (as 
defined in section 101 (a) (20) of the Immi
gration and Nationality Act). 

"PROVIDING INFORMATION TO CONGRESS 

"SEc. 605. Nothing in this title may be 
construed as authority to withhold informa
tion from the Congress or from a commlttee 
of either House of Congress. 

"DEFINrriONS 

"SEc. 606. For the purposes of this title: 
" ( 1) The term 'classified information' 

means information or material designated 
and clearly marked or clearly represented, 
pursuant to the provisions of a statute or 
Executive order (or a regulation or order is
sued pursuant to a statute or Executive or
der), as requiring a specific degree of pro
tection against unauthorized disclosure for 
reasons of national security. 

"(2) The term 'authorized', when used 
with respect to access to classified informa
tion, means having authority, right, or per
mission pursuant to the provisions of a stat
ute, Executive order, directive of the head 
of any department or agency engaged in for
eign intell1gence or counterintelligence ac
tivities, order of any United States cou~ or 
provisions of any rule of the House of Repre
sentatives or resolution of the Senate which 
assigns res;>onsib111ty within the respective 
House of Congress for the oversight of intel
ligence activities. 

"(3) The term 'disclose' means to commu
nicate, provide, impart, transmit, transfer, 
convey, publish, or otherWise make available. 

"(4) The term 'covert agent' means
"(A) an officer or employee of an intem

gence agency or a member of the Armed 
Forces assigned to duty With an intelligence 
agency-

"(i) whose identity as such an omcer, em
ployee, or member is classified inform!lition, 
and 

"(11) who is serving outside the United 
States or has within the last five years served 
outside the United States; or 

"(B) a United States citizen whose intelli
gence relationship to the United States is 
classified information, and-

"(i) who resides and acts outside the 
United States as an agent of, or informant 
or source of operational assistance to, an 
intelligence agency, or 

" ( 11) who is at the time of disclosure acting 
as an agent of, or informant to, the foreign 
counterintelligence or foreign counterterror
ism components of the Federal Bureau of 
Investigation; or 

"(C) an individual, other than a United 
States citizen, whose past or present intelli
g~nce relat.ionship to the United States is 
classified information and who is a present 
or former agent of, or a present or former 
informant or source of o-oerational assist
ance to. an intelligence agency. 

"(5) Tbe term 'intelligence agency' means 
the Central Intelligence Agency, a foreign 
intelligence com:oonent of the Department 
of Defense, or the foreign counterintelligence 
or foreign counterterrorism comnonents of 
the Federal Bureau of Investigation. 

"(6) The term 'informant' means any in
dividual who furnishes information to an 
intell1gence agency in the course of a con
fidential relat.ionshiry protecting the identity 
of such individual from public disclosure. 

"(7) The terms 'officer' and 'employee' have 
the meanings given such terms by sections 
2104 and 2105, respectively, of title 5, United 
States Code. 

"(8) The term 'Armed Forces' means the 
Army, Navy, Air Force, Marine Corps, and 
Coast Guard. 

"(9) The te·rm 'United States', when used 
in a geographic sense, means all areas under 
the territorial sovereignty of the United 
States and the Trust Territory of the Pacific 
Islands. 

"(10) The term 'pattern of activities' re-
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quires a series of acts with a common pur
poS& or objective.". 

(b) The table of contents at the begin
ning of such Act 1s amended by adding at 
the end thereof the following: 
"TITLE VI-PROTECTION OF CERTAIN 

NATIONAL SECURITY INFORMATION 
"SEc. 601. Protection of identities of certain 

United States undercover intel
ligence officers, agents, inform
ants, and sources. 

"SEc. 602. Defenses and exceptions. 
"SEc. 603. Procedures for establishing cover 

for intelligence offi.cers and em
ployees. 

"SEC. 604. Extraterritorial jurisdiction'. 
"SEC. 605. Providing information to Con-

gress. 
"SEC. 606. Definitions.". 

e Mr. BENTSEN. Mr. President, I am 
pleased to join Senator. CHAFEE a:nd 
several of my colleagues m sponsormg 
legislation designed to protect the identi
ties of our intelligence officers. 

I am new to the Select Committee on 
Intelligence, Mr. President, but not to 
the important issue of protecting the 
identities of our intelligence officers and 
agents from unauthorized disclosure. 

I was the first Member of the Senate to 
introduce agent identity protection leg
islation back in 1975; I have remained 
actively interested and involved in this 
problem ever since. Just a year .ago I 
had the privilege of testifying before the 
Intelligence Committee on my bill 
<S. 191) intended to protect the con
fidentiality of the identities of certain 
CIA employees. 

In one of his first policy pronounce
ments after becoming Secretary of State, 
General Haig stressed that combating 
international terrorism would be a major 
policy priority of the Reagan adminis
tration. 

I think that is a commendable objec
tive, and I want to help. I would suggest 
that one of the first places to start is 
with a stronger, more secure, more effec
tive intelligence capability. Our intelli
gence officers are in the front line in 
the battle against terrorism. They oper
ate in a dangerous, risky environment. 
And when their names, their addresses, 
their license plate numbers are brought 
to unauthorized public attention by a 
cadre of anti-intelligence zealots who 
have undertaken a vendetta against the 
CIA, America's security suffers accord
ingly. Lives of brave people who perform 
important work are placed in jeopardy. 
Questions are raised about our ability to 
protect sources and work with friends 
to stem the tide of terrorism. 

I sincerely believe, Mr. President, that 
this type of legislation is urgently re
quired. I recognize that, even with the 
first amendment safeguards that have 
been built into this legislation, some will 
question sanctions against those who 
expose intelligence agents without access 
to classified information. 

I am prepared to consider these objec
tions in the context of committee hear
ings, but I am also determined to get 
on with the urgent business of protecting 
the lives and credibility of those who 
serve America in the dangerous environ
ment of intelligence. 

Mr. President, I can understand why 
some people in this democracy would be 

opposed to certain actions or policies of 
our intelligence agencies. But I find it 
very difficult to understand why an in
dividual would make .a conscious effort 
to learn the identity of an agent, from 
classified or open sources, and then seek 
retribution by making that information 
public. I think we need legislation to 
insure that our agents cannot be identi
fied, compromised, and endangered with 
impunity. 

If we can accord this measure of pro
tection to the men .and women who 
provide much of our early warning capa
bmty against terrorists and our adver
saries, then I believe we can reinforce 
our own security and strengthen the 
cause of freedom throughout the world. • 

Mr. CHAFEE. Again I want to thank 
my distinguished colleague from Virgima 
for yielding me this time, .and I thank the 
Chair. 

RECOGNITION OF SENATOR 
HARRY F. BYRD, JR. 

The ACTING PRESIDENT protem
pore. The Senator from Virginia. 

CONSTITUTIONAL AMENDMENT TO 
PROVIDE FOR A BALANCED BUDGET 

Mr. HARRY F. BYRD, JR. Mr. Presi
dent, I am today proposing an amend
ment to the Constitution which would re
quire a balanced budget and a limit on 
Federal spending except in times of na
tional emergency. There will be other 
proposals along this line. I want to say 
for the record that I am not concerned 
whether my proposal is adopted or some 
other proposal is adopted. I think it is 
important that there be a mechanism to 
force some discipline on the Congress of 
the United States. 

By coincidence, the news wires in the 
anteroom of the Senate Chamber a few 
moment ago reported the results of a poll 
taken by the New York Times and the 
Columbia Broadcasting System. The re
sult of this poll shows that Americans in 
overwhelming numbers, 70 percent, think 
balancing the budget is more important 
than a large tax cut. 

Mr. President, I have great confidence 
in the collective judgment of the Ameri
can people. Along with this 70 percent of 
the American population, I am con
vinced of the importance of the Nation's 
balancing its budget. 

This Government has had only two 
balanced budgets in 20 years; it has not 
had a balanced budget in 12 years. As a 
result, we have high inflation which will 
get worse unless Government spending is 
brought under control. 

Mr. President, someone must pay for 
this spending. Congress has gone on over 
a period of years as if no one has to pay 
for it. But it is paid for either through 
direct taxation, which is high, or by the 
cruel and htdden tax of inflation which 
hits hardest those on fixed incomes and 
those in the lower and middle economic 
groups. 

There is no longer a debate as to 
whether or not fiscal restraint is needed. 

All our leaders pledged themselves to 
this goal. The question before the Presi
dent is now to achieve restraint. Some 

place all responsibility on the new ad
ministration and the new Congress. 

I have great confidence in the sincerity 
of our new President, and I look forward 
to working with him and with my col
leagues to get control of Federal spend
ing. At the same time, I recognize the 
power of the pressure groups which will 
be laboring to maintain the skyrocketing 
growth rate in Government spending, 
which has ranged from 10 to 17 percent 
over the last several years. 

Mr. President, as an example of how 
difficult it is going to be to get Federal 
spend;ng under control, just a few days 
ago the Director of the Office of Manage
ment and Budget proposed, and it be
came public knowledge through a leak 
to the news media, that there be a reduc
tion in foreign aid. In the current year 
tha foreign aid being provided by the 
American people to 100 different coun
tries totals some $6 billion. 

President Carter in his last budget 
recommends that that go to $8 billion. 
The Director of the Office of Manage
ment and Budget proposed that that $8 
billion be cut by $2.6 billion. Within 48 
hours after the proposal by the Director 
of the Office of Management and Budget, 
David Stockman, the pressure for foreign 
aid began to build, and the press now re
ports that the Office of Management and 
Budget no longer will seek a reduction of 
$2.6 billion in foreign aid but will seek a 
substant~ally smaller reduction. 

Well, Mr. President, if the administra
tion and the Congress cannot resist pres
sure from those who favor more foreign 
aid, how can the administration and the 
Congress resist pressure to reduce in do
mestic areas of the budget? 

I beEeve that we need to establish a 
firm legal commitment-a firm legal 
commitment-to a balanced budget and 
a ceiling on Federal expenditures. 

Some would seek to accomplish this by 
simple statute-that is, by passing a bill 
rather than amending the Constitution. 
I have had some experience with that, 
and to advocates of this approach, I can 
only say, "Good luck." I was the spon
sor of a provis:on enacted in October of 
1978 which banned deficits in fiscal year 
1981 and thereafter. It was passed by an 
overwhelmingly majority in both the 
Senate and the House. It was signed into 
law by President Carter. That law has 
simply been ignored. Congress, in effect, 
has violated its own law. So I think that 
dramat~zes the need for a constitutional 
amendment. 

I do not rule out any and all statutory 
approaches to our fiscal problems-in 
fact, last week I introduced three 
measures to tighten procedures under 
the Congressional Budget Act-but it 
has been demonstrated that no simple 
statute can guarantee fiscal restraint. 

In opposition to a balanced budget 
amendment, it has been argued that 
"we ought not to put fiscal policy in the 
Constitution." In my view, the goal of a 
balanced budget is not a fiscal policy but 
rather fiscal integrity. 

By the same token, deficit spending is 
not a policy, either. It is a gimmick-a 
bonanza for politicians who can vote for 
billions for spending programs without 
the discomfort of voting the taxes to pay 
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for them. They let the payment come in 
the form of more inflation. 

Also, it is important to note that my 
proposed constitutional amendment 
permits the setting aside of the bal
anced budget requirement and the spend
ing limit by a two-thirds vote of the Sen
ate and the House. Thus those who feel 
that emergency circumstances-not lim
ited to war-demand a deficit in a partic
ular year need only persuade two-thirds 
of the Congress of the merits of their 
case. 

Will it be difficult to make this case 
successful? Frankly, let us hope so. 

I have set the limit on Federal spend
ing for any fiscal year at 20 percent of 
the previous calendar year's gross na
tional product. Thus the amount of per
mitted expenditures is not dependent on 
any projection of future gross national 
product. 

It is a stiff requirement, I admit, but 
I feel that it should be stiff. Under nor
mal circumstances, it could reasonably 
be anticipated that about 5 years would 
be required for congressional approval 
of my amendment and ratification by 
the States. That is adequate leadtime 
to adjust the budget to the more reason
able level which I am proposing. 

In the last Congress a balanced budg
et constitutional amendment was ap
proved by the Subcommittee on the Con
stitution of the Senate Committee on 
the Judiciary. It was defeated by a sin
gle vote in the full committee-defeated 
by only one vote in the Judiciary Com
mittee last year. 

However, since that time there has 
been an election which has significantly 
changed the political and philosophical 
atmosphere in Washington. Because of 
this, chances for a balanced budget are 
enhanced in the present Congress. 

The need is great. In the current year 
our spending is $83 billion above 1980, 
and that increase comes on top of an 
$85 billion increase for 1980 over 1979. 
Accumulated deficits have been so great 
that the national debt will pass one tril
lion dollars next year, and the interest 
on it will consume $106 billion-more 
than half the cost of national defense. 

We cannot continue on this course. 
Nor, if we succeed in controlling spend
ing now, can we run the risk of once 
again sinking into irresponsibility. Con
gress has demonstrated-Congress has 
demonstrated conclusively-that it can
not discipline itself. There must be a con
stitutional rein on spending. 

Mr. President, I send to the desk a 
joint resolution. I ask unanimous con
sent that it be printed in the REcoRD and 
appropriately referred. 

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

The joint resolution follows: 
S.J. REs. 26 

Resolved by the Senate and House of Rep
resentatives of the United States of America 
in Congress assembled, (two-thirds of each 
House concurring therein), That the follow
ing article is hereby proposed as an amend
ment to the Constitution of the United 
States, which shall be valid for an intents 
and purposes as part of the Constitution 
When ratified by the legislatl!res of three-

fourths of the several states within five 
years after its submission to the States for 
ratification: 

"ARTICLE-
"SECTION 1. Beginning with the first fiscal 

year after the ratification of this article, the 
Congress shall assure that the total outlays 
of the Government during any fiscal year, 
not including any outlays for the redemption 
of bonds, notes or other obligations of the 
United States shall not exceed the total re
ceipts, not including receipts derived from 
the issuance of bonds, notes or other obliga
tions of the United States. 

"SEc. 2. Beginning with the first fiscal year 
after the ratification of this article, the Con
gress shall assure that the total outlays of 
the Government during any fiscal year shall 
not exceed 20 percent of the gross national 
product during the calendar year immedi
ately preceding the beginning of such fiscal 
year. 

"SEc. 3. In the case of a national emer
gency, Congress may determine by a con
current resolution agreed to by a rollcall vote 
of two-thirds of all the Members of each 
House of Congress, that either Section 1 or 
Section 2 of this Article may be set aside 
for the fiscal year designated in such con
current resolution. Both Section 1 and Sec
tion 2 may be set aside for the specified fis
cal year, provided that a separate concur
rent resolution setting aside each Section is 
agreed to by a rollcall vote of two-thirds of 
all the Members of each House of Congress. 

"SEc. 4. The Congress shall have power to 
enforce this Article by appropriate legisla
tion.". 

Mr. HARRY F. BYRD, JR. Mr. Presi
dent, I yield back the remainder of my 
time. 

ROUTINE MORNING BUSINESS 
The PRESIDING OFFICER. If the 

Senator will withhold, the Senate will 
now proceed to morning business. 

Is there further morning business? 
Mr. HARRY F. BYRD, JR. Mr. Presi

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

will call the roll. 
The legislative clerk proceeded to call 

the roll. 
Mr. HOLLINGS. Mr. President, I ask 

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

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

JOHN T. McEVOY 
Mr. HOLLINGS. Mr. President, I pre

sent a resolution commending the serv
ices of the former director of our Budget 
Committee staff, John T. McEvoy. This 
is to be coordinated with our new chair
man, Senator DoMENICI, who is present
ing a. similar resolution relative to Mr. 
Boyd, who served as the minority staff 
director. 

Quite to the point, John McEvoy 
worked for us as the director of the staff 
for the District of Columbia Committee, 
and had other responsibilities. I watched 
him closely in the role as director of the 
Budget Committee staff, and I have never 
seen a more capable, more dedicated staff 
director on this Hill in the past 14 years. 
He had a touch for getting right to the 
heart of the problem, working in a bi
partisan fashion, working with both 
sides of the Capitol, with the House 
Members, with our Budget Committee 

members here on the Senate side, and 
developed the most professional group 
I had ever seen working together. 

I think that was the one significant 
factor in taking that committee from 
Senator Muskie, that we were able to 
keep everybody on board, and, generally 
speaking, it is still the McEvoy staff 
today. 

Mr. President, I send the resolution to 
the desk and ask unanimous consent for 
its immediate consideration. 

The PRESIDING OFFICER. The reso
lution will be stated by title. 

The legislative clerk read as follows: 
A resolution (S. Res. 58) commending 

John T. McEvoy. 

The PRESIDING OFFICER. Without 
objection, the Senate will proceed to its 
immediate consideration. 

The Senate proceeded to consider the 
resolution. 

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

The resolution <S. Res. 58) was agreed 
to. 

The preamble was agreed to. 
The resolution with its preamble reads 

as follows: 
S. RES. 58 

Whereas the Senate wishes to express its 
appreciation to John T. McEvoy, who has 
served the United States Senate since 1965; 

Whereas John T. McEvoy served as Staff 
Director of the Senate Committee on the 
Budget from 1977 through 1980, and as Chief 
Counsel of the Committee on the Budget 
from 1974 through 1976; 

Whereas John T. McEvoy served as Staff 
Director and Chief Counsel of the Senate 
Committee on the District of Columbia from 
1969 to 1972; 

Whereas John T. McEvoy has discharged 
the difficult duties and responsibilities of his 
positions with the greatest efficiency and 
devotion which have earned for him our re
spect and affection: Now, therefore, be it 

Resolved that John T. McEvoy is hereby 
commended for his long, faithful, and ex
emplary service. 

SEc. 2 . The Secretary of the Senate is di
rected to transmit a copy of this resolution 
to John T . McEvoy. 

ADM. JAMES B. STOCKDALE 
Mr. HOLLINGS. Mr. President, I have 

the privilege of knowing Adm. James B. 
Stockdale, the Medal of Honor winner 
and senior American prisoner of war in 
Hoa Lo prison, the "Hanoi Hilton" in 
Vietnam. 

Admiral Stockdale served as our presi
dent at the Citadel, and I became one of 
his friends and supporters there. 

I note with regard that he is now at 
Hampden-Sydney College in a special 
professorship. 

Mr. President, now that the hostages 
are home and the immediate crisis is 
behind us, analysis is turning more to 
the lessons we can learn from the ex
perience we have just been through. The 
need for policies which discourage this 
kind of terrorism is clear, and toward 
that end policymakers and citizens alike 
are turning their attention. 

Last week on the op-ed page of the 
Washington Post there appeared a col
umn which I believe merits the. atten
tion of anyone seriously pondering the 
problem. It was written by Adm. James 
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B. Stockdale, who brings to. his writing 
not only a penetrating intellec~. but also 
7% years' experience as the seruor ~er
ican prisoner of war at Hoa Lo pn_son:
known more widely as the "Han01 Hil
ton." 

In his article, Admiral Stockdale t~kes 
issue with a number of assumptions 
widely held in the policymaking coun
cils of Government, but whic~. ac~o~d
ing to the admiral, co~tradict ~eallty 
and actually interfere With the kind of 
policy required by the situation. Whet~er 
you agree or disagree with Admrral 
Stockdale's analysis, it compels att~n
tion. It is written from the perspective 
of one who "has been there." I happe~ to 
believe there is much in what he writes, 
but I am happy to let Admiral Stockdale 
argue the me·rits of the case, and this 
he does with clarity, cogency, and, I be
lieve, real compassion. 

Mr. President, the outpouring of emo
tion this country experienced last week 
makes it clear that we speak as one peo
ple determined not to allow repetition of 
the recent ordeal. Now we must trans
late feeling into policy. Toward that de
velopment, Admiral Stockdale makes a 
studied and admirable contribution, and 
I commend it to my colleagues. For this 
reason, I ask unanimous consent that it 
be printed at this point in the RECORD. 

There being no objection, the article 
was ordered to be printed in the RECORD, 
as follows: 
THE HOSTAGES As "EXTORTIONIST THEATRE" 

As an eight-year beleaguered and bludg
eoned captive of Hanoi who spent most of 
that time in solitary confinement, I have in 
recent months been bombarding audiences 
from the eastern seaboard to Ohio to Cali
fornia. with the message that America. has 
been inviting future hostage disasters by so 
naively providing both actors and audiences 
in support of the new worldwide art form, 
"Extortionist Theater"-most recently suc
cessfully produced by Iran. Every outlaw 
power and terrorist group in .the world sure
ly took note of how Jimmy Carter's queasi
ness about the threat or use of force , and 
our national demand for continuous TV 
hostage soap opera., provided the positive 
and nega.ti ve terminals of a. power source 
into which they could plug a. few American 
captives for profit and prestige. We got our
selves into this tempting and vulnerable 
position by backing into what became a 
national stance roughly attuned to a. mis
guided popular sentiment that fell out of 
highly questionable if not false assumptions 
about the basic nature of the captivity prob
lem. On my road show, I contrasted some 
of these assumptions with the reality I knew 
behind barbed wire and proceeded to tear 
them apart. The sample below will give you 
an idea of what I mean. 

False Assumption No. 1: "We must not 
hammer the captors or they'll take it out 
on the captives." Ask any of the 400 Ameri
cans in the prisoners' organization in Hanoi 
and they'll tell you that our North Viet
namese jailers were never more sweet than 
right after Col. Bull Simon's Son Tay heli
copter rescue attempt (when he shot up a. 
couple hundred of them, and they in turn, 
for security reasons, felt obliged to bring us 
leaders out of solitary and put all prisoners 
together in better living conditions in the 
big prison downtown), or during the B52 
bombings in December 1972 when form
erly abusive guards dropped their posturing 
and meekly broke precedent by bringing us 
tubs of hot coffee each dawn). Our bones 

got broken as often as not during America's 
sporadic bombing pauses when we were 
showing national "good will." Does the Iran
ian experience correlate with this? I think it 
does. Being nice to the enemy so he'll be 
nice to your captives is stlll a. bush-league 
idea.. 

False Assumption No. 2: "We as a. country 
are doing best by the captives if we support 
the infusion of •a. little bit of home' into 
their lives by sending visitors, at least during 
the Christmas season." Rev. Do-Good, or 
even William Sloane Cofiin and Ramsey 
Clark, some Americans believe, are better 
than nobody. To fully realize the evil these 
people do, the damage they wreak on the 
morale and self-respect of the captives, one 
has to appreciate the tremendous ennobUng 
and uplifting effect the overcoming of shared 
hardships has on a. band of prisoners over 
time. In Hanoi, the greater the degradation 
and torture and the more years we withstood 
this together the deeper grew the bonds of 
mutual respect and love for each other. Our 
world literally became our band of brothers, 
and personal pride and reputation among 
our peers our total life's investment. Captors 
became symbols of tinhorn fakery. 

Imagine now the stage of Extortion 
Theater onto which enter "the friendly rep
resentatives of the people back home"-all 
of whom are necessarily admitted as suppli
cants, as apologists. Moreover, these visitors 
are psychologically committed to dragging 
the captives before cameras as actors in the 
supplicant role. "Let the people at home see 
you" or "The intelligence people want to 
see you," they probably say. Though feeUng 
humiliation, few captives can muster the 
emotional energy to take on these American 
finks as enemies. Each has enough enemies 
to concentrate on even though these so
called friends are on the make, and they 
destabilize and damage the prisoner's life. 
Sometimes these finks damage his most 
Prized possession: his reputation. Ramsey 
Clark came to Hanoi and incited American 
prisoners of war to violate their Code of 
Conduct and got a. few takers. When does 
he account for that a.nd for t he <flslnforma.
tion he spread about the situation tn Iran? 

False Assumption No. 3: "Any release ts a. 
good release; if they'll agree to return 5 out 
of 52 next week encourage It." Thank good
ness this is often ldentlfled as a. poor bar
gaining idea as seen from Washington; what 
our politicians and countrymen In general 
need to understand is the true and total per
n iciousness of early releases as seen from 
within that band of brothers behind barbed 
wire. Each person who walks out ahead of 
the ot hers leaves behind him a trail of life
long grudges and broken unity, and he in
stalls within himself a time bomb of depres
sive remorse. 

The early release idea also has the poten
tial of providing the producers of Extortion
ist Theater with a. grand finale act featuring 
the captives scrambling for places in line 
to go home by scoring high in an anti-Ameri
can propaganda production contest. Hanoi 
had something like that in mind for us 
POWs, but I and others finessed that finale 
wit h st rict orders to all Americans that there 
would be no exception to the Code of Con
duct's prohibition against accepting parole. 
I also outlawed the accepting of amnesty. 
After our release, my constituents demanded 
justice in the form of prosecution of the few 
who bugged out in violation of my orders. 
Funny thing, though ; I couldn't find any
body in Washington who understood the 
problem. 

These problems and a dozen more like 
them need to be understood if we are going 
to truly shut clown Extortionist Theater on 
"a. never again" basis. This country has to 
get itself in hand, get its actors off the stage 
and get our audiences ready tQ shed not tears 

but rotten eggs and at least a. credible threat 
of bombs and bayonets the minute the next 
bunch of punks tries to pull our chain by 
taking prisoners. 

A MARKET FOR1 HEALTH 
Mr. WALLOP. Mr. President, one of 

the reasons we now have a Republican 
Senate is our advocacy of new ideas and 
our reaffirmation of old values. Basic to 
our approach is the concept that people 
are best able to fulfill their destinies in a 
free environment. From an economic 
perspective, we are seeking to return to 
the principle of free and open markets 
as a means to unfetter industry, expand 
jobs, and improve the quality of life. 

This process involves the deregulation 
of industries which formerly had been 
burdened and protected by Government 
regulation. For instance, in the 96th 
Congress we deregulated the airline and 
trucking industries. Though the return 
to a competitive atmosphere had been a 
shock to some, it has been a health de
velopment for our economy. 

One industry which remains heavily 
regulated is health care. The Govern
ment is involved in the development of 
health resources, in the planning of 
health systems, in the delivery of serv
ices, and in the payment for personal 
care. The industry itself diverges from 
the principles of supply and demand. 
While there are numerous suppliers of 
medical services, the demand is often 
not controlled by the consumer, but 
rather by the provider. This has turned 
the whole concept of a free market on its 
head. 

Recently, a new approach has been 
proposed to establish a market-oriented 
health system. This competitive ap
proach is in response to the existing 
regulated system. 

Several prominent members of the ad
ministration, such as Richard Schweiker, 
Secretary of Health and Human Serv
ices, and Dave Stockman, Director of the 
Office of Management and Budget, are 
proponents of competition. Senators 
DURENBERGER, HATCH, and BOREN have 
sponsored procompetition proposals. It is 
an innovative idea which will be the 
wave of the future for health care. Rath
er than expanding Federal control over 
health through such outdated ideas as 
national health insurance, we can ob
tain the goal of adequate health care at 
a reasonable price through competition. 
I look forward to the debate on this pol
icy. 

I ask unanimous consent that several 
articles discussing the current problems 
in health policy and the competitive ap
proach be printed in the RECORD at this 
point. 

There being no objection, the articles 
were ordered to be printed in the REc
ORD, as follows: 
ONE ECONOMIST'S "PRO-COMPETITIVE" PLAN 

FOR HEALTH CARE 

No field of endeavor in the United States 
is more complex, intricate, and surprising 
than that of the health-care delivery system. 
It seems to combine elements of Immanuel 
Kant's "Categorical Imperative" with Conan 
Doyle's "Sherlock Holmes," and Lewis Car
roll's "Alice in Wonderland." 
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Consider the experience of Alaln C. Ent

hoven, PhD., Stanford U.'s Marriner S. Eccles, 
Professor of Public and Private Management, 
and the leading theoretician for a "pro-com
petitive" as opposed to a "pro-regulatory•· 
approach to the dellvery of health care. 

Former Health, Eduaction, and Welfare 
Secretary Joseph Califano called Dr. Ent
hoven to Washington in the spring of 1977 
to work out a proposal for a universal health 
insurance program. 

The result was Dr. Enthoven's Consume~ 
Choice Health Plan, which seemed perfectly 
tallored for former President Carter's liberal 
campaign promise to enact a comprehensive 
national health insurance program. 

Despite its talloring, the plan was rejected 
by the Carter administration, and now Dr. 
Enthoven looks hopefully to President Rea
gan's conservative administration for Con
sumer Choice Health Plan support. 

Furthermore, he is encouraged by presi
dential appointments such as that of Rich
ard Schweiker as Secretary of Health and 
Human Services, and David Stockman as di
rector of the omce of Management and Budg
et, both of whom have expressed support for 
elements of his plan. 

Only in the health care delivery 11eld 
could such disparate expectations be engen
dered by a single proposal. Only in medi
cine are the elements of private sector serv
ice, and publlc sector responsib111ty so closely 
interwoven. 

Essentially, Dr. Enthoven's plan alms to 
provide a type of sociallstic medicine for 
the consumers of health care butlt upon a 
type of free market competition among the 
providers of health care. 

He asserts that the freedom of choice con
cept, which assures patients the right to 
select the physicians they want, and which 
has been the 11nchpin of the health-care 
delivery system in this country from its in
ception, actually leads to anti-competitive 
behavior. 

The insurance reimbursement systems de
veloped since the 1930s encourages physi
cians to compete among themselves only on 
the issues of qualtty or preference, and not 
on the issue of price, he points out. 

In place of that system, Dr. Enthoven 
wants one in which quallty and price are 
inextricably locked. His model 1s best real
ized ln the state of California, which has 
a number of physician group practice plans, 
such as the Kaiser Foundation Health Plan, 
competing for patients with service plans, 
such as Blue Cross-Blue Shield and indi
vidual practice plans. 

"As a strategy, Consumer Choice Health 
Plan has a lot to offer everyone," Dr. Ent
hoven says. "A broad spectrum ought to 
agree on it. It endorses private enterprise 
competition, but makes government see that 
everyone is adequately covered." 

He thinks the Reagan Admlniatration wlll 
be attracted to his plan not only because it 
favors competition over regulation in the 
health-care dellvery system, but also because 
lt offers the hope of gaining control over es
calating health-care costs. 

"What's happening now 1s that the tax 
burden is excessive " Dr. Enthoven says. 
"Reagan says we've got to cut taxes to re
store incentives. It's a baste economic need. 

"But there's also pressure to increase de
fense spending, which ls another genuine 
need. There has been a loss of sktlled tech
nicians in the services, and the whole system 
has ·been weakened. 

"So the question ls, How are we going to 
get from here to there? And the answer ls 
that the out-year entitlements wlll have 
to be changed. One place to change ls health .. 

"Physlclans have to recognize thls," Dr. 
Entboven says. "The government will con
trol these health-care costs. Taxpayers are 
paying 40 percent of the total now, a figure 
approaching $100 bUllon each year. We'll 

either have competition bllls ln Congress, 
or we'll have direct controls by government." 

Dr. Enthoven's plan would efi'ect a number 
of radical changes in the delivery system. 
First it would break the health-insurance 
tie to employment by assuring continuous 
enrollment in health plans of choice, regard
less of job status. 

This would tie effected by basic changes ln 
tax subsidies for health insurance. Premiums 
would be based on "actuarial costs" for given 
individuals, rather than an employee group 
experience. 

Furthermore, employer contributions to 
health insurance would be reported as tax
able income, with tax credits offered em
ployes to offset additional taxes. 

The unemployed or working poor would 
receive vouchers for health care, with gov
ernment contributions based on a scale slld
ing from full support down to the standard 
percentage tax credit for fully employed tax
payers. 

Additional mechanisms would fold Medi
care beneficiaries, and other special cate
gories, into the system. Since tax credits and 
premiums would be based on national actu
arial averages, a method for flattening out 
regional differences over a period of time 
would be instituted. 

The plan also calls for open enrollment fo-: 
health-care plan subscribers, guided by gov
ernment-supplied information, for com
munity rating, and for a list of basic health 
services to be offered by all plans. Some plans 
could be enriched by offering additional serv
ices along with copayments or deductibles. 

Dr. Enthoven describes the probable re
sults of enactment of his program in "Health 
Plan", hls book on the subject: 

"Gradually, competitive pressures would 
have their effect. People would gradually 
change to moro economical health plans. Less 
economical health plans would have to find 
more effective cost controls. 

"Newly trained physicians in specialties in 
excess supply in a given area would find no 
health plans interested in contracting with 
them, and they would have to look for work 
in areas where their services were needed. 

"Primary-care physicians would assume 
more of the responsiblllty for the total costs 
of care for tbeir patients, and specialists 
whose costs were judged by such primary
care physicians to be excessive would flnd 
themselves obliged to negotiate lower fees in 
order to retain their referrals. 

"Individual practice associations would 
tighten ut1Uzation controls, and more care
fully balance the specialtty mix of their 
participating physicians to the needs of their 
enrolled populations. Prepaid group practices 
would continue to grow.'' 

Without question, the traditional fee-for
service physician is the v1111an in Dr. En
tho··en's scenerio. 

"Why do physicians like the fee-for4 serv
ice system?" he asks. "Because it is compat
ible with the maximum amount of freedom 
and independence for the physician. 

"There will have to be a loss of physician 
freedom to control the costs of health care," 
he asserts. 

One of the puzzles of the health-care 
system in the United States relates to its 
apparent inertia. A national health insur
ance system has been debated since the time 
of President Truman. A number of different 
interests, including those represented by the 
American Medical Association, have offered 
plans for NHI, but no plan has been adopted. 

In recent years, deficiencies of the system 
have been debated by employers, economists, 
legislators, government administrators, hos
pital administrators, insurers, and physi
cians. Very llttle bas been said by health 
consumers, also known as patients. 

Could it be that they are satisfied? 
Much has been said about physicians as 

controllers of the health-care dellvery sys
tem. It has been noted that whlle they are 

not the maln recipients of health-care costs, 
they are the primary generators of costs. 

Could it be that they are generating costs 
in the interests of their patients? 

Dr. Enthoven stands in awe of the accom
plishments of medical art, science, and tech
nology. A skllng accident virtually crippled 
him some years ago. His physicians tried to 
manage the problem medically for a period 
of time, and finally suggested he undergo a 
laminectomy, a surgical procedure to correct 
the problem. 

As Dr. Enthoven recalls, the operation re
stored freedom of m'ovement to him. Before 
that, he had· been bent over, dependent on a 
cane. Afterwards he was able to move like 
anyone else. 

America has been in the forefront of such 
development in recent decades. Furthermore, 
the benefits of the art, science, and technol
ogy o! modern medicine are more llberally 
extended in America than any other country, 
an increasingly important consideration for 
an increasingly aging population that hopes 
medicine will assure a high quallty of llfe 
through restorative procedures aimed at 
mitigating the effects of arthritis and other 
degenerative diseases associated with aging. 

Could it be that the unique freedom and 
independence available to physicians attracts 
the best and the brightest to their ranks, and 
that their ulscipline helps assure a uniquely 
high level of health care? 

Dr. Enthoven thinks that his plan ls ln 
tune with historic movement, that it 1s re
sponsive to the desire of many younger phy
sicians to practice in multispecialty groups. 
He points out that close collaborative etrorts 
among specialists can assure patients of a 
high level of care. 

But could it be that patients hang onto 
the old system of health-care delivery be
ca. use they trust their own personally picked 
physicians as they trust no others? 

Most observers would agree that health 
care could be delivered more economically 
than it ls in the United States. Europeans 
deliver care in a uniquely different way. 
When patients are hospitalized in England 
or France, they lose contact with their fam
lly physicians. The hospital staff takes over 
the management of their care, and they lose 
the personal advocacy of their own attending 
physician. What they gain in em.ciency, they 
may lose in quality. 

The question finally turns on a sense of 
values. The coronary bypass operation costs 
as much as an expensive automoblle, and 
now the question before society is: Which 
do you value more? 

In societal terms, the question is: What 
percentage of gross national product should 
we devote to health care? In 1950, the per
centage hovered around 5 percent. Today it 
hovers around 10 percent. 

Dr. Enthoven concedes, "There's no magic 
number. The right number is the number 
people want it to be.'' 

During the past decade the question has 
been: Can we contain the percentage of GNP 
devoted to health care without containing 
the expanding benefits to be derived from 
the health-care system? That's a. question 
that Presidents Nixon, Ford, and Carter cir
cled without confronting. No one seems wlll
ing to alter radically the system by which 
health care is delivered. 

Could it be that no one wants to change 
it because it seems to serve its constituents, 
tho patients, well? 

WHY HEALTH CARE Is A COSTLY DISGRACE 

(By Wllliam R. Rassman, M.D.) 
The health-care system is a disaster. It 1s 

supervised by well-meaning but ignorant 
bureaucrats, inept and incompetent nursing 
administrators. and legislators who, with the 
welfare of their constituents in mind. un
knowingly force the price of health care out 
of sight. The physician has withdrawn and 
turned inward ln order to survive an ever-
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expanding medical bureaucracy. The result 
is a system that rewards inefficiency, dis
courages innovation, and penalizes cost-con
scious providers of health care and con
sumers. 

It is unfortunate that physicians are 
trained solely in the science and a.rt of medi
cine. At no time does the physician acquire, 
either formally or informally, any exposure 
to economic realities. His study of economics 
is confined to learning by trial and error the 
mathematics of medicare, medicaid, and in
surance carriers. This process often turns the 
physician into an embittered introvert. 

The health-care system is designed to cap
ture the consumer dollar. Except for the 
limited but expanding health maintenance 
organizations, successful health-care serv
ices solicit business and profit from that 
business, whether such profit is warranted or 
not. This system is undermined by both the 
consumer and the provider of services. The 
former, trying desperately to stave off illness, 
infirmity, or death, seeks the latter !or treat
ment and/or reassurance. In moderation this 
situation is acceptable and affordable; in ex
cess it becomes the disaster we live witb 
today. 

In the health-care field, doctors, dentists, 
chiropractors, nurses, pharmaceutical houses 
and druggists, therapists, insura.nce carriers, 
and hospitals profit !rom the expaa1ded use 
of their services. Each depends on the other 
to feed the fear of !a1Ung health. As a re.Sult, 
the cost of health care runs into the hun
dreds of billions today. In a country where a 
vitamin deficiency is a rare disease, we lay 
out well in excess of $1 b1llion for its annual 
cure. OUr affiuent society will spend any 
amount on any promise, real or imaginary, to 
a.ssure perpetual health and/or immortality. 

INDUSTRY IS A LOSER 

Every mness reinforces the fear of losing 
one's health, a.nd the system that treats the 
disease rewards its abusers. A person who 
develops pneumonia, !or example, is most 
frequently educa.ted as to its greatest risk, 
not as to its usual benign course with a.de
quate trealtment. More often than not, the 
patient is hospitalized for an extended period 
o! time at a profit to the health-care indus
try. The dread of becoming sickly drains the 
patient's energy well in excess of the disease. 
Upon discharge !rom the hospital, there 
is a prolonged convalescence. The insurance 
industry, which covers the abuse initially, 
also profits !rom the perpetuation of the 
disa.b111ty. Industry and society become the 
losers. The consumer appears to have re
ceived the very best care. His or her health 
appears to have been saved. The patient re
gards the dootors and nurses as the cham
pions o! health a.nd blesses the insurance 
carrier !or a.verting economic ruin. 

In many cases, an $80 illness with a loss 
of 3 to 5 days of work has been turned into 
a $1,000-plus lllness with 3 to 10 times that 
loss of work. The consumer demands the best 
and the most expensive. The physician is 
trained to give it. To do less would place the 
physician at odds with his colleagues, with 
his education, and with his own economic 
health. To do less would bring the health
care industry to its knees, increase unem
ployment, a.nd lessen the patieDJt's physician 
image. Industry and the consumer bear the 
highest price. The infi81ti01Ilary effects of lost 
work days and fictitious disa.b1lities have 
jacked up the cost of every service and 
product sold on the U.S. market and drained 
the consumer's pocketbook. 

WmESPREAD IGNORANCE 

Apart from, but closely tied to, the mOIIle
tary area, the greatest toll is the quality of 
the care that the public receives. We pay 
premiums for the best in medical oa..re but 
receive only an musion of it. Poorly orga
nized, the hospitals throughout country, 

spend countless dollars on the administrative 
side of medicine at the expense of quality 
medical care and thousands of 11 ves each year. 
But these loot lives are buried acoording to 
federal guidelines--with proper hospital 
records and with complete medicare and 
Blue Cross services "paid in full." 

This system affects everyone who pays 
ta.xeG or an annual health-care premium. 
Legislators see the system's flaws in the ris
ing annual cost of health care. But they do 
as legislators always do-they try to legislate 
the flaws away and thereby expand the bu
reaucracy. The bureaucrats act on the legis
lation and make the bureaucracy tighter. 
Nursing administrators, separated from pa
tients Mld illness for years, try ineffectively 
to handle a chronic shortage of nurses by 
writing new rules. 

If there is a single criminal, it is wide
spread ignorance. The teaching of bodily 
funotions is as absent from a public school 
education as are economic subjects from a 
doctor's curriculum. We seem to stress the 
impractical and theoretical at the expense of 
information that might serve daily use. The 
national education system and the medical 
profession must bear the responsib111ty !or 
this omission together. 

The national system of health care needs 
a major overhaul. It must be deregulated. 
It must reward efficiency and penalize abuse. 
It must incorporate the knowledge of the 
physician so that the public is served and its 
health is not sacrificed. It must look for 
tangible results on health and costs to
gether. Education and health maintenance 
programs should be basic to the overhaul. 
With more than $200 billion annually spent 
on health care and its spinoffs, it stands 
side by side with today's energy crisis. 

A NEW CANDmATE FOR ALLOCATING RESOURCES 
TO HEALTH CARE 

(By Clark C. Havighurst, JD) 
Only two applications for the nasty and 

thankless job thus a.dvertised have been re
ceived. Both came on letterheads bearing the 
name "The Private Sector," but a minute's 
scrutiny disclosed that the applicants had 
very different qualifications for the position. 
One applicant, who volunteered to serve 
without pay, had impressive technical cre
dentials a.nd presented strong references 
from close friends of th~ employer. The other 
applicant, whose backers (mostly PhDs) have 
never cut a cost or removed an appendix. 
had only a scanty record of past employment 
in the health care industry, and clearly in
tended to use nonexperts to make many cru
cial decisions. The employer has been reliably 
reported to be leaning toward the latter ap
plicant. Many wonder why. 

The first of our hypothetioa.l applicants is, 
of course, the health care establishment, a 
loose affiliation of organized medicine, the 
hospital industry, commercial and nonprofit 
insurers, and so forth. Acting through such 
mechanisms as the Voluntary Effort and 
PSROs, this candidate generally defends the 
industry's past performance while promising 
to behave even more responsibly in the fu
ture. In effect, the industry offers to police 
itself, thus assuring that all care is "neces
sary" and that all fees and charges are "rea
sonable." 

In contrast, our second appllcant is not a 
person or a group ,but is instead a process-
"competition"-which allocates resources in 
accordance with consumers' demands. These 
demands are transmitted to producers (pro
viders) not by regulatory fiat but by means 
of price signals and the appearance and dis
appearance of market opportunities. Lately, 
competition has attracted interest as a lea.d
ing candidate for the resource-allocation job, 
replacing regulation-which until recently 
seemed the only prospect, not because its 
performance was impressive but because it 

had friends in high places. This article w111 
elaborate on competition's credentials. 

WHAT ABOUT THIRD PARTIES? 

Consumers need financial protection 
against large expenses, but the prevailing 
types of health coverage do not exhaust the 
possibilities. Competition's sponsors think 
that there are alternatives that can signifi
cantly change the economic incentives of 
patients and providers and thus result in 
lower costs. 

HMOs are only the most famlllar of many 
possible alternatives to conventional open
ended third-party plans. Other options in
clude insurance plans that have significant 
deductibles and copayments or that embody 
carefully administered exclusions !rom cover
age that leave the patient to pay for services 
that fall in the many gray areas between es
sential and unnecessary care. Plans that 
limit the patient's free choice of fee-for
service provider seem particularly promising, 
since competition can motivate plans to find 
and enlisl; the participation of the most ef
ficient providers. Both consumers and effi
cient providers could benefit from such ar
rangements. 

FUTURE DIFFERENT FROM PAST? 

While the market !or health insurance has 
been competitive in some respects, there are 
reasons to think it has not responded to con
sumers' true wishes. For one thing, the tax 
law, by excluding employer health plan con
tributions from employee taxable income, 
encourages workers to pay as many medical 
bllls as possible through insurance; out-of
pocket payments to cover deductibles or co
insurance must be made with after-tax dol
lars. A ce111ng on the tax exclusion for em
ployer contri-butions, such as has been pro
posed in Congress, would cause people to be 
more selective in their insurance purchases. 

Increased experimentation in the design 
and administration of financing mechanisms 
is also llkely. Before the recent election, em
ployers and unions were beginning to seek 
more cost-effective coverage; they can be 
expected to be even more demanding now, 
since it is clear that, under the new Admin
istration, government will no longer claim 
responsiblllty for controlling health care 
costs and will look instead to the private 
sector. Moreover, antitrust enforcement has 
improved the climate !or insurer innovation 
by reducing the risk that organized providers 
will retaliate against plans that undertake 
new ways of doing business. 

WILL CHANGES BE SWEEPING? 

One cannot predict reliably what changes 
competition will in fact bring. Indeed, i! we 
knew precisely what people want, we could 
legislate that result and be done with it. 
Because competition is not a means to a 
specific end but is a process !or discovering 
and giving effect to consumer preferences, 
the magnitude of its effect depends on how 
well or poorly the system is currently per
forming. Fortunately, there is no need for 
agreement on this issue before competition 
is embraced as the appropriate policy choice. 
The decision to strengthen competition and 
consumer choice is simply a decision to sub
mit the matter once and for all to "the 
people." 

CAN CONSUMERS CHOOSE? 

It is probably fair to say that consumers 
are ignorant and irrational about medical 
care-as they a.re about most things. But in 
a. competitive market they have the chance to 
pool their resources and to hire agents to 
help them make decisions. Employers and 
unions can help by selecting a short menu 
of health plans from which the individual 
employee chooses. Health plans, on the other 
hand, can help individual consumers choose 
high-quality but cost-conscious providers. 
Health plans can also do much to clarify the 
choices required-such as by a predetermina
tion of benefits scheme that lets patient and 
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doctor know in advance the precise coverage 
avaU~ble. Finally, the physician helps the 
·patient make the final choices, employing 
technical expertise in advising on the ex
penditure of the patient's resources. 

Ignorant and irrational though he may be, 
the consumer is our best candidate for the 
decision-making job. Regulators are also ig
norant and irrational since they cannot know 
what consumers want badly enough to pay 
for and are unable, in an intensely political 
and symbol-ridden environment, to bring 
cold rationality to bear. The health care in
dustry, on the other hand, has a conflict of 
interests that must surely disqualify lt for 
the job of allocating resources between health 
care and other uses. 

WHITHER PRIVATE PRACTICE? 

It wm flourish. Although conventional in
surance will probably change so as to make 
patients more conscious of many costs, most 
patients will ultimately rely on physicians to 
help them decide how their money can best 
be spent. I would venture that most care 
would still be provided on a fee-for-service 
basts and that most key decisions will be 
made within the doctor-patient relationship. 
Al·though there will necessarily be a renewed 
necessity for professional advice on how to 
manage disease within sometimes stringent 
resource constraints, the doctor's duty will 
run exclusively to his patient. It is hard to 
see how the cost problem could be placed in 
better hands. 

THEORY AND PRACTICE IN MINNEAPOLIS• 
ST. PAUL 

(By Walter McClure, Ph. D., Linda Krane 
Ellwetn, and David Aqu111na) 

Competition is rapidly developing in the 
health care system of many communities, 
but Minneapolis-St. Paul appears to have 
made the most progress toward a competi
tive medical market.1 Seven HMOs now com
pete vigorously with each other and with 
fee-for-service physicians in the Twin Cities. 
Over 360,000 people are enrolled in the area's 
HMOs-about 19 percent of the metropolitan 
population. Since 1974, HMO membership 
has grown by an average of 30 percent each 
year. Whlle several communities have higher 
HMO enrollments than Minneapolis-St. 
Paul, none has greater provider involvement. 
Approximately 80 percent of the area's physi
cians and most of the hospital's participate 
in one or another of the HMOs. Also, more 
employers appear to be offering HMOs on 
e.n equitable, multiple-choice basis to em
ployees here than elsewhere. 

DIVERSITY IN PREPAID PLANS 

The striking organizational diversity of 
the Twin Cities' HMOs demonstrates that a 
variety of prepaid plans can develop success
fully in a community. St. Louis Park Medical 
Center, once a wholly fee-for-service multi
specialty group practice, sponsors MedCen
ter, which also contracts with other physi-

Footnotes at end o! article. 

TABLE I.-HMO ENROLLMENT IN SELECTED TWIN CITIES FIRMS 

Open Number Number 
enrollment eliftible 1 Percent HMO's 

Company period emp oyees enrollment offered Company 

clan groups. The Ntcollet-Eitel Health Plan 
is a joint venture of Eitel Hospital and the 
Nicollet Clinic, another multispecialty group. 
SHARE, originally sponsored by a railroad 
employee mutual benefit association, ts an 
independent, community-based plan with 
salaried physicians. It is currently the area's 
only federally qualified HMO. Group Health 
Plan, the Twin Cities' oldest and largest 
HMO, is a consumer cooperative with salaried 
physicians. Coordinated Health Care con
tracts with St. Paul Ramsey Hospital, a pub
lic general hospital, for staff physicians and 
hospital services and has established amua
tlons with four other physician groups for 
primary care. HMO Minnesota, the Blue 
Cross-Blue Shield plan, contracts with in
dependent physician groups and solo prac
titioners. Physicians Health Plan, initially 
developed by the Hennepin County Medical 
Society but now a separate corporate entity, 
is an IP A with more than 1,500 physicians. 

Many large Twin Cities firms now have 
more than half of their employees enrolled 
in HMOs (Table 1) . Most major employers 
offer three or more prepaid plans in addition 
to a conventional insurance plan. Employers 
contribute roughly the same dollar amount 
to whichever option is selected, with the em
ployee paying any balance due on the pre
mium. Thus, HMOs compete directly with 
each other as well as with traditional in
surers and providers, and employees have an 
incentive to be cost-conscious when choosing 
a health plan. 

Open Number Number 
enrollment eliftible 1 Percent HMO's 

period emp oyees enrollment offered 

Minneapolis Star & Tribune ______________ 1/80 2,400 76 3 Honeywell _____________________________ 5/80 19,000 62 6 
Hennepin County _______________________ l/80 7,026 74 4 Super Valu ___ ------------------------- 3/80 1, 000 60 4 

2,880 72 3 City of Minneapolis--------------------- 1/80 4, 500 50 3 General Mills ____ ---------------------- 1/80 Prudential _____________________________ 6/80 2, 574 72 3 Dayton-Hudson----- _____________________ 2/80 6,900 44 3 
64 3 Control Data ___________________________ 1/80 15,000 40 5 Deluxe Check __________________________ 11/79 1, 096 

1 The number of employees eliaible for HMO health benefits, not the total number of employees. Source: Linda Krane Ellwein, "Health Care Trends: Minneapolis-St. Paul Summary Hiahliahts,' 
lnterStudy (Auaust 1979, updated 1980). 

INCENTIVES FOR COST-EFFECTIVENESS 

According to market theory, the presence 
of strong, reputable health care plans com
peting in a. fair market with traditic>nal 
physicians (i.e., where all consumers have an 
equitable, multiple choice of plans) should 
create strong incentives for physicians to 
practice effectively. • Initially such incentives 

•Technically we define a health care plan 
as a prepaid plan, organized in any way, in 
which participate a discrete set of providers 
w'ho are not so numerous or influential as to 
command monopoly power in their service 
area. It is such health care plans which gen
erate competition in a fair market with other 
providers. Most HMOs, though not all, meet 
this definition. Many other kinds of plans be
sides HMOs also meet it. Because HMOs are 
most commonly known and in the wish to 
avoid being overly technical, we have simply 

should be strongest on physicians in the 
health care plans because they must win con
sumers, offering comprehensive benefits and 
quality service, and maintaining competitive 
premium prices. Reputable and efficient 
physicians will attooct consumers to their 
plans, whereas inefficient physicians wm find 
themselves losing patients. Eventually, as 
sound, efficient plans win ever-increasing 
numbers of consumers, even traditional 
physicians not participating in health care 
pllans must become cost-effective to halt the 
loss of patients to 'heal-th care plans. 

How well does the evidence In Minneapolis
St. Paul bear out these theoretical incentives 
on prepaid plan and traditional physicians? 
The evidence that competition hias created 
cost-effective incentives on HMO physicians 

used the term HMO to stand for all such 
plans throughout this article. 

seems strong. Competition has clearly forced 
HMO physicians in Minneapolis-St. Paul to 
control utilization and costs tightly, particu
larly hospital services. In 1977, area HMOs 
hospitalized members at an average rate of 
544 days per 1,000 (compared to 860 days for 
comparable Blue Cross-Blue Shield insured 
groups), and in 1979 the HMOs achieved an 
average utmzatton of 452 days per 1,000 HMOs 
with large numbers of solo practitioners. 
Physicians Health Plan and HMO Minnesota, 
reduced their hospital days per 1,000 by 21 
percent and 25 percent respectively. In 1977, 
the average monthly cost-per-enrollee in 
Twin Cities HMOs was 27 percent below the 
average for all federally qualified HMOs, even 
though Minne<:ota law requires HMOs to pro
vide more benefits than does federal 1aw.1 

From 1947 to 1978, the SHARE plan held its 
monthly per-member cost constant, despite a 
38 percent increase in ·the Twin Cities' con
sumer price index. 

TABLE 2.-HOSPITAL DAYS PER 1,000 ENROLLEES: TWIN CITIES HMO's 

1977 1978 1979 

Davs/ Percent Davs/ Percent Davs/ Percent 
1,000 change 1,000 change 1,000 change 

Grouo Health ______________ 497 -2.0 482 -3.0 ~65 -3.5 
Medrenter Health Plan ______ 418 1+?6.6 355 -15.1 370 +4.2 
NicoiiP.t-Eitel Health Plan ____ 454 -24.6 4J7 -1.5 3:l2 -25.7 
Coordinated He11lth Care ____ 720 0 624 -13.3 553 -11.4 
SHARE Health Plan _________ 389 -13.5 423 +8.7 412 -2.6 

1 MedCenter's 1976 data does not inclurfe psychiatric and chemical dependency days. Thus, the 
1977 percentage reflects changes in reportinv, not utilization. 

' Calculation excludes 1976 and 1977 MedCenter data due to reportina changes. 

79-059 0 1984 - 2 - (Vol. 127 Pt. 2) 

1977 1978 1979 

Dav~l Percent Davs/ Percent Oav~f Percent 
1,000 change 1,000 change 1,000 chanae 

HMO Minnesota (metro 
-32.2 523 +11.8 averaj!e) ____ -- ---- ------ 690 -1.3 468 

Physir.ians Health: 
-20.2 507 NA Plan _______ __ _________ 6d0 NA 511 

HMO metro average ____ 544 2-6.3 473 -13.1 452 -4.4 

NA-Less than 1 percert change. 

Source: L. Ellwein. "Summary Hiahlights" and "Statistical Report on HMO's in Minnesota'' 
(St. Paul, Minnesota.) 
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MORE BENEFITS AT LOWER COST 

The HMOs have contained costs sufficiently 
to be able to provide many employee groups 
with more comprehensive benefits at lower 
premiums than regular insurance. For ex
ample, all six HMOs initially offered by 
Honeywell to its employees in April, 1978 had 
lower premiums a.ncl broader benefits than 
the company's Blue Cross-Blue Shield insur
ance plan. Consequently, 33 percent o! 
Honeywell's employees immediately switched 
to HMO membership. Currently, 62 percent 
of the firm's employees are HMO members, 
up from 45 percent in 1979. Indeed, the rapid 
growth o! HMOs in the area shows that con
sumers will readily accept prepaid plans 1! 
they have sound, reputable providers and 
if they offer attractive benefits and pre
miums. 

As a result o! competition, employers can 
offer their employees a choice of health 
benefit options. allowing consumers to select 
plans that provide convenient access to care 
and more benefits at a. lower cost. Through 
the HMO premium, which now !unctions as 
the price mechanism for provider competi
tion, physicians are able to identify their 
relative efficiency to consumers and gain 
patient s on that basis. HMO hospital 
utmzation rates imply that many Twin 
Cities physicians have substantially changed 
their pra.ctice patterns. Since the over
whelming majority o! physicians have 
chosen to continue to participate in HMOS, 
it seems that most do not perceive more con
servative hospital utmza.tion to be detrimen
tal to qua.l!ty patient care. 

PROMISING PRELIMINARY EVIDENCE ON COSTS 

The evidence that competition has begun 
to have an impact on community-wide ut111-
zation and costs, while promising, must be 
regarded as preliminary. The increasingly 
competitive health care system has devel
oped only recently in the Twin Cities. In 
1971, Group Health was the area's only HMO, 
and all seven have been operational !or only 
five years. Thus, the market is still evolving 
and it is too early to expect definitive results. 

But even at this early stage it appears that 
physician practice patterns are changing as 
a. result of effective ma.rket forces, and they 
may be affecting community utmza.tion 
trends. Since 1974, total hospital a.dmls&ions 
and patient days have declined despite sub
stantial increases in inpatient psychiatric 
care and chemical dependency, attributable 
mainly to expanded insurance coverage re
cently mandated by Minnesota. law. Exclud~ 
ing psychiatric and chemical dependency in
patient days for local residents, which in
creased 6.9 percent and 30 percent respec
tively, hospital inpatient days decreased 11.3 
percent from 1976 to 19-78.' Overall !rom 
1974 to 1979, admissions-per-1,000 fell 6.9 
percent while inpatient days-per-1,000 de
creased 4.4 percent. Regarding costs, in 1978 
total hospital expenditures and per capita 
expenditures in the Twin Cities rose 9.5 per
cent and 9.4 percent respectively, compared 
to national averages of 12.6 percent and 11.8 
percent.5 Since 1975, the medical care com
ponent of the CPI has consistently increased 
more slowly in Minne84pol1s-St. Paul than in 
most other cities. despite sharp increases in 
the overall CPI during the past four years 
(Table 3). Whlle it seems unlikely that com
petition is the sole cause of these trends
they had begun to some degree before com
petition took hold and have been observed 
to some extent in other cities--according to 
local providers competition is now a sub
stantial factor in their continuing strength 
here. 

TABLE 3.-ANNUAL PERCENT CHANGE IN CONSUMER PRICE 
INDICES (1975-79) 

A.mual percent change 

All items Medical care component 

Minne- Minne-
a polis- U.S. city a polis- U.S. city 

Year St. Paul average St. Paul average 

1975 ____ 8.5 9.1 10.7 12. 0 1976 ____ 6. 2 5. 8 7.8 9. 5 
1977---- 7.1 6.5 8.1 9. 6 
1978.--- 9.1 7. 7 8. 1 8. 4 1979 ____ 11.9 11.5 6.8 9. 9 

Source: L. Ellwein, "Summary Highlights." 

MANY ISSUES YET UNRESOLVED 

As the competitive health care system in 
Minneapolis-St. Paul continues to change 
and develop, many issues are yet to be re
solved. Questions center on whether or not 
reductions in physician supply and hospi
tal beds will be precipitated by sustained 
competition; whether or not competing 
HMOs will serve the poor and elderly if given 
the opportunity and correct incentive to do 
so; whether or not low hospitalization rates 
and constructive competitive behavior will 
persist over time; and whether or not gqv
ernment will eliminate regulations which 
confiict with market forces . 

Problems can and should ·be expected, par
ticularly in the initial stages. For example, 
some HMOs may experience cost-control 
problems and temporarily falter or even fail. 
Although one function of a market is to 
discipline or, if necessary, weed out weak 
competitors, it may shake confidence in 
competition. There may also be problems 
with selection, such that one HMO might 
temporarily get a mix of lower- or higher
risk enrollees than o lher HMOs. Or, as tradi
tional providers increasingly feel the pinch 
of HMO competition, they may attempt to 
raise prices and increase utilization a.s well 
as services for those patient populations
Medicare, Medicaid, small employers-which 
do not as yet have a multiple choice of health 
plans. If equitable, multiple-choice arrange
ments are extended to all consumers, the 
theory predicts that, given time, the market 
should gradually brin~ such problem<> under 
control. Whether or not multiple choice will 
be extended to all; whether or not the mar
ket wlll be given time to work ; and whether 
or not it will work as predicted within a 
reasonable time, only time itself-and hard 
work-will tell. 

These qualifying statements aside, the di
rection of com; etition in the Twin Cities is 
encouraging. Thus far, it appears that physi
cians practicing under positive incentives 
created by a structurally sound, private com
petit ive market can contain costs while pro
viding quality care. 
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THE DREAM OF RAPHAEL LEMKIN 
Mr. PROXMIRE. Mr. President, what

ever progress we make is usually depend
ent on individual efforts. In fact, it is 
always people, of course, who make the 
progress. In making progress to outlaw 
genocide, one person's name stands out, 
a man named Dr. Raphael Lemkin. He 
was a prominent jurist from prewar 
Poland. Dr. Lemkin was the man who 
coined the term "genocide," meaning, of 
course, a program of deliberate murder 
and destruction of an entire ethnic or 
racial group--the classic example being 
Hitler's genocidal destruction of Jews in 
World War II and pre-World War II 
Europe. 

Dr. Lemkin was a Jewish refugee from 
Nazi persecution. He was one of only 2 
survivors out of a Polish Jewish family 
numbering 70 persons, who were de
stroyed by the holocaust-starved to 
death, worked to death, gassed to death, 
shot, deliberately murdered. 

Dr. Lemkin emigrated to the United 
States, where he became a special ad
viser on f·oreign affa·irs to the War De
partment and a respected scholar. This 
man dedicated his life to establishing 
genocide as an international crime that 
must be banished from civilized society. 
He was a major factor in winning the 
support of the Western powers at the 
Genocide Convention and having it rati
fied by the United Nations General As
sembly. It is interesting that one of the 
other people who cooperated with him 
and worked so hard to achieve this was 
the father of Senator CLAIBORNE PELL. 

Mr. President, this was a historic ac
complishment by single individual who, 
at that time, did not represent any gov
ernment, but his relentless struggle for 
a great idea has resulted in tremendous 
progress for the fulfillment of a noble 
dream. 

What progress has Dr. Lemkin made? 
Well, when he died 21 years ago, over 80 
countries had ratified the convention. 
Today, that number stands at 85. Every 
major country in the world, except the 
United States of America, has ratified 
the Genocide Convention. Of course, as 
we know, every President since Harry 
Truman, Republican and Democrat, has 
called for it. I was delighted to see that 
the Secretary of State, Alexander Haig, 
in his confirmation hearing, supported 
the Genocide Convention and said it was 
a matter of serious embarrassment to us 
that we had not ratified it. 

The one country which Dr. Lemkin 
looked to for moral leadership in the 
postwar era, the United States of Ameri
ca, balks at ratification-balks at a 
treaty outlawing the planned, premedi
ta;ted murder of an entire race. 

Mr. President, I do hope that with 
the support of the Reagan administra
tion, this Senate-and it is the only 
body which has to act. The House does 
not have to act, no ather body has to act, 
but the Senate does have to act. Cer
tajnly, n will be a fitting testimony to an 
extraordinary man and to our own cher
ished tradition if we were to finally join 
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the contracting parties and ratify the 
Genocide Convention. 

Mr. President, I yield the floor. 

EXTENSION OF MORNING BUSINESS 
Mr. STEVENS. Mr. President, I ask 

unanimous consent that the time for 
morning business be extended by 5 
min~tes. 

The PRESIDING OFFICER. Wi•thout 
objection, it is so ordered. 

DR. RICHARD C. HALVERSON 
Mr. ARMSTRONG. Mr. President, 

today, the Senate welcomes as its new 
Chaplain one of the most distinguished 
clergymen of America, Dr. Richard C. 
Halverson. Most of the Members of this 
body are already acquainted with Dr. 
Halverson and know that he has served 
with great distinction as a member of 
the Hollywood Presbyterian Church in 
Hollywood, Calif., and for the last 23 
years as senior minister of the Fourth 
P1·esbyterian Church in Bethesda, Md. 
Perhaps less known is the leadership he 
has provided to World Vision, of which 
he is chairman of the board, an organi
zation to which he has devoted himself 
with great effectiveness and great per
sistence in feeding hungry people 
around the world and ministering to 
their needs. 

Dr. Halverson is a distinguished au
thor. He has written a number of books. 
For more than two decades, he has writ
ten a newsletter which is circulated to a 
large number of people around the world. 
He is, in every way, truly a man of great 
distinction. 

But, Mr. President, while I think it is 
an honor to welcome Dr. Halverson to 
the Senate because of what he has ac
complished, I would like to express my 
own feeling of personal enthusiasm for 
the new task which he undertakes, which 
is based not so much on what Dr. Hal
verson has accomplished, but on the per
son he is-a man of great personal 
warmth and understanding. His life ex
emplifies the indwelling of the Holy Spir
it--a life of love, joy, peace, patience, 
kindness, goodness, faithfulness, gentle
ness, and self-control, just as the Holy 
Scripture has suggested. 

Mr. President, there are people all 
over this country who are praying that 
soon, the Senate will be filled with true 
believers, that there will be a majority 
of believers elected to this body and the 
other body, and that the Government 
will be filled with those believers. I honor 
those prayers, but it is my reading of 
history that God does not tend to work 
through majorities: That, on the con
trary, it is usually his purpose to work 
through small numbers of people-often 
through only one man or woman in a 
difficuJ.t circumstance. 

We recall that when God was prepar
ing to destroy Sodom because of its wick
~dll:ess, Father Abraham did not say, 
Will you save my city if I can elect a 

majority of believers to the city coun-

cil?" He said, "Will you save the city if 
there are just a handful of believers?" 
Again and again, that same pattern has 
been created throughout history. 

When, in God's good time, it was the 
moment for slavery to be abolished in 
England, it was a handful of members 
who devoted themselves to a life of 
prayer and advocacy who abolished this 
evil. 

When the time came in the moment 
of God's plan to bring the gospel to the 
new world, again it was not thousands 
who came, or even hundreds, but often 
just a handful, often through great sac
rifice and hardship. 

Over and over again, through secular 
and Biblical history, God has worked 
through small numbers of men. 

Mr. President, it is my conviction that 
Dr. Halverson is such a man, a man who 
has yielded to the Lord for his purposes. 
It is my belief and my prayer that, 
through him, this body and its entire 
constituency will be blessed, I hope that 
all Senators will join me in wishing him 
well in the new ministry which he under
takes, beginning today. 

I hope that they will join my family 
and me in praying that, as he does so, 
Dr. Halverson will be granted extraor
dinary perception and insight and great 
spiritual strength, and that his love of 
Christ will be contagious and will be 
spread through all of those with whom 
he has contact, that he will be blessed 
with a long and fruitful ministry of the 
Senate and that thereby, the Senate, the 
staff, their families, and all will be 
blessed. 

EXTENSION OF MORNING BUSINESS 
Mr. STEVENS. Mr. President, there 

are two other Senators seeking recogni
tion in morning business. I ask unani
mous consent that that period be ex
tended for not to exceed 10 minutes. 

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

PRIVILEGE OF THE FLOOR 
Mr. WEICKER. Mr. President, I ask 

unanimous consent that the following 
members of the staff of the Select 
Committee on Small Business be allowed 
the privilege of the floor during the in
troduction of the omnibus Small Business 
Capital Formation Act of 1981: Robert J. 
Dotchin, James J. O'Connell, Alan L. 
Chvotkin, and Thomas Cator. 

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

ROBERT S. BOYD 
Mr. DOl\illNICI. Mr. President, I send 

a resolution to the desk and ask unani
mous consent for its immediate con
sideration. 

The PRESIDING OFFICER. The res
oluti_on will be stated by title. 

The legislative clerk read as follows: 
A resolution (S. Res. 59) commending 

Robert S. Boyd. 

The PRESIDING OFFICER. Is there 
objection to the present consideration of 
the resolution? 

There being no objection, the Senate 
proceeded to consider the resolution. 

Mr. DOMENICI. Mr. President, this 
resolution has been cleared with every
one in the Senate. 

We all know that the budget process is 
alive and surviving and kicking. When it 
started, there were many who did not be
lieve it would be around. 

If Senator Bellmon were here today, 
I am sure he would say that, while he re
ceived great commendation for his part 
in maintaining this process, the minor
ity staff director, Bob Boyd, who joined 
the staff in February of 1975 and was its 
minority counsel through all its years 
until now, deserves a great deal of the 
credit for its success. 

We all know that a rather significant 
bipartisan effort existed; and many be
lieve that without it we would not have 
the process today-the process which 
many look to with great enthusiasm in 
these changing times as part of a proc
ess to make major and bold changes in 
our fiscal policies. 

So, today, I ask the Senate to adopt 
a resolution which indicates our appre
ciation to Bob Boyd for his many years 
of service to the committee and to the 
Senate and to the American people. He 
will be leaving to take a job in the finan
cial community. We wish him well. 

Speaking as one who served on that 
committee for most of the years he was 
the minority counsel, I am confident that 
if this fiscal process works-a process 
we want to use now to make major 
changes in our approach to the Federal 
Government's fiscal policies-much 
credit will be due to him for his untiring 
efforts as minority counsel. 

Mr. President, I ask that the Senate 
adopt the resolution which is pending 
at the desk. 

The PRESIDING OFFICER. The 
question is on agreeing to the resolu
tion. 

The resolution <S. Res. 59) was agreed 
to. 

The preamble was agreed to. 
The resolution, with its preamble, 

reads as follows: 
S. RES. 59 

Whereas, the Senate wishes to express 
its appreciation to Robert S. Boyd, who has 
served the United States Senate as the first 
Minority Staff Director of the Commlt"tee on 
the Budget; and 

Whereas the said Robert S. Boyd at all 
times has discharged the difficult duties 
and responsibilities of his office with high 
efficiency and abiding dedication; and 

Whereas his unsurpassed fidelity and his 
unfailing -dedication to his career have 
earned for him our affection and our esteem: 
Now, therefore, be it 

Resolved, That Robert S. Boyd be here
by commended for his faithful and exem
plary service to his Country and to the 
United states Senate. 

Sec. 2. The Secretary of the senate is 
directed to transmit a copy of this resolu
tion to Robert S. Boyd. 
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THE CHAPEL OF THE FOUR 
CHAPLAINS 

Mr. BAKER. Mr. President, today 
marks the 38th anniversary of an act of 
heroism on the part of four U.S. Army 
chaplains during the sinking of the SS 
Dorchester in World War II. After the 
war, a Chapel of the Four Chaplains was 
established in Philadelphia to commemo
rate this event, and an annual banquet 
is held to honor individuals for outstand
ing service to the Nation. Dr. Karl B. 
Justus, executive director emeritus of the 
Military Chaplains Association, has writ
ten a fine article about the four chap
lains, their story, and the ongoing work 
of the chapel. I am happy to share Dr. 
Justus' article with my colleagues today, 
and I ask unanimous consent that it be 
pr;nted at this point in the RECORD. 

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

THE CHAPEL OF THE FOUR CHAPLAINS 

Today, 3 February, 1981, marks the 38th 
anniversary of the sinking in the North At
lantic of the troop transport, SS Dorchester, 
not far from the coast of Greenland. It is fit
ting and appropriate that the date of 3 Feb
ruary, 1943, be remembered for all time for 
on that occasion history recorded the most 
dramatic, unforgettable example of heroism, 
supreme sacrifice and brotherhood that 
America, and the world, has ever known. 

The SS Dorchester, laden with 900 young 
American soldiers, close enough to Greenland 
so that her convoy had departed, plowed her 
way through wintry, storm-tossed waters to
ward a destination she would never reach. 
A Nazi U-Boat, stalking the Dorchester un
detected, fired a. torpedo that struck the ves
sel am1dship and exploded in the boiler room. 
Some troops died instantly; others were 
trapped below decks; still others, thrown 
from their bunks, rushed up the ladders to 
the main deck. There, in the cold and dark 
of night, confusion and terror gripped the 
minds and hearts of the young soldiers. In 
the mad exodus, some had lost or left their 
life jackets below. 

In the midst of this frantic scene moved 
four men of God, Army Chaplains. George L. 
Fox and Clark V. Poling, Protestant Chap
lains; John P. Washington, a Catholic Priest, 
and Alexander D. Goode, a Rabbi. With a 
calmness borne or inner strength, the Chap
lains moved about quietly to encourage and 
comfort the !ear-filled troops as the stricken 
vessel rapidly began to sink. Finally, as men 
went over the side, the Chaplains saw four 
soldiers without life jackets. Without a sec
ond thought the Chaplains gave their life 
jackets, their only hope for self-survival, to 
those soldiers. As the storm-tossed deck sank 
beneath the waves, the four chaplains stood 
with arms linked together-each in his own 
way praying to the One God-and quietly 
went down with the ship. 

As long as time shall last, this dramatic 
event will be told from generation to gener
ation as the greatest example of the broth
erhood or man for, truly, as the four chap
lains are remembered, "this was their finest 
hour" as they laid down their lives for their 
friends. 

After World War II a renowned minister, 
Dr. Daniel Poling, the father of Chaplain 
Clark Poling, founded and established the 
Chapel of the Four Chaplains in Philadel
phia, Pennsylvania. From the time of Its ded
ication in April, 1951, by the late President 
Harry S. Truman, Dr. Walter H. White Sen
ior Chaplain of the Chapel since its found
ing, has been the key .figure in the building 

and extension of the Chapel's program-con
veying brotherhood, ecumenicity based on 
"unity without uniformity," and under
standing through schools, churches and syn
agogues and community organizations. 

Tonight at the Marriott City Line Hotel in 
the City of Brotherly Love, several hundred 
citizens will gather for the annual banquet 
of the Chapel in memory or the famed 
Four Chaplains. a further effort to memorial
ize them and keep alive the magnificent ideal 
they represent. Each year some of this na
tion's outstanding citizens are honored for 
their service to the nation-and among them 
are some of America's finest sons and daugh
ters. 

On the occasion of this evening's banquet, 
two of America's outstanding soldiers will be 
honored. General Wlllia.m Childs Westmore
land, United States Army, Retired, will be 
awarded the Chapel or Four Chaplains GOld 
Medallion. General Westmoreland, states
man, distinguished professional soldier, 
Commander of our Armed Forces in Vietnam 
at the peak of the fighting, is being recog
nized for his long service to our Country. 

The other honore~ is Chaplain (Major 
General) Kermit D. Johnson, Chief of Chap
lains, United States Army, who will be 
awarded the Chapel's Rabbi Louis Parris Hall 
of Heroes Gold Medalllon. Chaplain Johnson 
initially began his career as an Infantryman. 
After the Korean War, while continuing his 
service in the U.S. Army Reserve, he decided 
to study for the ministry. Following his for
mal study and ordination, he again entered 
upon active duty-this time as an Army 
Chaplain. His has been a. distinguished m111-
tary career as a "Soldier of God" for which 
the Chapel honors him tonight. 

In the past year, plans, ideas and long
cherished dreams to promote the dramatic 
story of the Four Chaplains at a higher, 
wider level throughout the nation have been 
gaining momentum. It is hoped that in the 
year 1981 these plans will take shape with 
the promised help and interest of some of 
America's leading citizens and certain na
tional service organizations, Civitan being 
one since it has sponsored Clergy Recogni
tion Week in the nation during February
mainly growing out of a Civitan program iu 
memory of the Four Chaplains. 

At the forefront of the Chapel's wider ef
forts have been three men in particular who, 
through their individual and joint efforts, 
have brought to the Chape1-.to be honored 
in the past year at special Vesper ceremon
ie5-601Ile of the country's most distinguished 
citizens from the areas of government, vet
erans organizations, educators and religious 
leaders, business men and service organiza
tions' leaders. 

These men are: Mr. Lucien Katzenberg, Jr., 
a distinguished, succesgtul businessman in 
Philadelphia who, as a Trustee of .the Chapel, 
has given much time and money over a long 
period of years to advance the central ideal 
of the Chapel. Another, Mr. John L. Koenig, 
also a Trustee of the Chapel who, a.s a. U.S. 
Marine veteran, and as an Energy Public Af
fairs Consultant, bras worked tirelessly for 
the Ch:wpel; and the third is Dr. Karl Bennet 
Justus, Executive Director Emeritus of The 
Military Chaplains Association, a. veteran 
Navy Chaplain of World War II, who has de
voted. most of the last two decades to the 
military chaplaincy in America and to the 
building of brotherhood and understanding 
in the m~.tion and who, now, is working as a 
consULtant for the Chapel in concert with 
Mr. Katzen·berg, Mr. Koenig and Dr. Walter 
White. 

As the Four Chaplains are remembered on 
th'is date in many parts of America, it seems 
desirable an.d appropriate "Lest We Forget" 
that they be remembered as a part of this 
d<ay's Congressional Record. 

TIME LIMITATION AGREEMENT
NOMINATION OF FRANK C. CAR
LUCC'I TO BE DEPUTY SECRETARY 
OF DEFENSE 

Mr. BAKER. Mr. President, this re
quest has been cleared on •both sides of 
the aisle. I have just conferred with the 
minority leader, and I believe that with 
one addition which I will state the agree
ment is without controversy. 

Mr. President, I ask unanimous con
sent that when the nomination of Frank 
C. Carlucci is pending before the Sen
ate it be subject to a time limitation of 
2 hours, divided as follows: 1 hour di
vided and controlled by Mr. ToWER and 
Mr. STENNIS, 1 hour under the control of 
Mr. HELMS, plus 15 minutes under the 
control of the Senator from New York 
(Mr. MOYNIHAN). 

Mr. ROBERT C. BYRD. Mr. President, 
reserving the right to object, the distin
guished majority leader is referring to a 
time agreement that would be 2 hours 
and 15 minutes in its totality, am I cor
rect? 

Mr. BAKER. The minority leader is 
correct, and it provides specifically for 1 
hour for the Senator from North Caro
lina, plus 15 minutes for the Senator 
from New York, and then another hour 
equally divided between the Senator from 
Texas <Mr. ToWER) and the Senator 
from Mississippi (Mr. STENNIS). 

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

Mr. PROXMIRE. Mr. President, will 
the Senator "yield? 

Mr. BAKER. I yield. 
Mr. PROXMIRE. Mr. President, what 

is this unanimous consent for? 
Mr. BAKER. This is the Carlucci nom

ination. 
Mr. ROBERT C. BYRD. Mr. President, 

there is no objection on this side. 
Mr. BAKER. Mr. President, I thank the 

minority leader. 
The PRESIDING OFFICER. Without 

objection, it is so ordered. 
Mr. BAKER. I thank all Senators. 

JOINT REFERRAL OF NOMINATION 
OF VICE ADM. B. R. INMAN TO BE 
DEPUTY DffiECTOR OF CENTRAL 
INTELLIGENCE 

Mr. HATCH. Mr. President, I ask 
unanimous consent that the nomination 
of Vice Adm. B. R. Inman, U.S. Navy to 
be Deputy Director of Central Intelli
gence and to have the rank of admiral 
while serving be referred jointly to the 
Committee on Armed Services and the 
Select Committee on Intelligence, with 
each committee restricted to the consid
eration of that pcrtion of the nomination 
in its jurisdiction. 

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

CONCLUSION OF MORNING 
BUSINESS 

The PRESIDING OFFICER. Is there 
further morning business? If not, morn
ing business is closed. 
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DEPARTMENT OF LABOR 
NOMINATION OF RAYMOND J. DONOVAN TO BE 

SECRETARY OF LABOR 

The PRESIDING OFFICER. Under 
the previous order, the Senate will now 
proceed to the consideration of the nom
ination of Mr. Raymond J. Donovan to 
be Secretary of Labor. 

The nomination will be stated. 
The legislative clerk read the nomi

nation of Raymond J. Donovan, of New 
Jersey, to be Secretary of Labor. 

The PRESIDING OFFICER. Time for 
debate on this nomination is limited to 
4 hours, to be divided among and con
trolled by the Senator from Utah for 2 
hours, the Senator from Massachusetts 
for 1 'h hours, and the Senator from Wis
consin for one-half hour. 

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

The PRESIDING OFFICER. The clerk 
will call the roll. 

The legislative clerk proceeded to call 
the roll. 

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

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

I. INTRODUCTION 

Mr. HATCH. Mr. President, today the 
Senate will fulfill its constitutional man
date on the nomination of Raymond J. 
Donovan to be the next Secretary of 
Labor. On January 29, following 2 days 
of extensive hearings, based upon what 
I believe has been the most thorough 
and exhaustive background investigation 
ever conducted by the Federal Bureau of 
Investigation on a Cabinet nominee, the 
Committee on Labor and Human Re
sources reported Mr. Donovan's nomi
nation to the full Senate. The vote of the 
committee at the executive session on 
January 29 was yeas 11, nays 0, and 5 
members voting present. 

Because of the concerns of some mem
bers of the committee over certain alle
gations regarding Mr. Donovan, I agreed 
to the request that a report to the Sen
ate be prepared by the committee. I be
lieve such a report was unnecessary, and 
is highly unusual, if not unprecedented, 
in the case of Cabinet nominations. How
ever, I aquiesced out of a desire to pro
ceed with this nomination in a biparti
san manner and to accede to every 
reasonable request of those members of 
the committee. 

I feel-and I r1ope Senator KENNEDY, 
the ranking minority member, shares 
this feeling-that I have done every
thing 1n my power to deal with every 
concern expressed by the members of 
the committee. 

Each Member received yesterday, in 
addition to a complete record of the con
firmation hearings of January 12 and 27, 
1981, a report of the Committee on La
bor and Human Resources on the 
Nomination of Raymond J. Donovan of 
New Jersey to be Secretary of Labor, to
gether with additional views of Senators 
KENNEDY, PELL, EAGLETON, RIEGLE, and 
METZENBAUM. 

One further item, Mr. President. When 
the printed report of the committee was 
delivered by the Government Printing 

Office, it was determined that four para
graphs had been inadvertently omitted 
from the additional views. In order to 
remedy this deficiency, an addendum to 
the report was immediately prepared 
and distributed to each Member of the 
Senate. I can assure you, Mr. President, 
that this oversight by the Government 
Printing Office was simply that-an 
oversight. 

II. BACKGROUND AND QUALIFICATIONS 

On December 16, 1980, then President
elect Reagan announced his intention to 
nominate Raymond J. Donovan of New 
Jersey to be the Secretary of Labor. In 
due course, that announcement was re
ceived by the Senate and referred to the 
Committee on Labor and Human Re
sources. Raymond J. Donovan has been 
the subject of extensive investigation by 
the committee. 

Mr. Donovan is 50 years of age and 
resides in Short Hills, N.J. He is and has 
been since 1959 associated with Schia
vone Construction Co., 1600 Paterson 
Plank Road, Secaucus, N.J. At the pres
ent time, he serves as executive vice 
president of Schiavone Construction Co. 

Mr. Donovan is a unique product of 
the American experience. He is one of 
12 children of David and Eleanor Dono
van. He received his grammar school 
education in Bayonne, N.J. He then 
spent 3 years of high school and 2 years 
of college at St. Joseph's Preparatory 
Seminary in Holy Trinity, Ala., and 2 
years of college at Notre Dame Major 
Seminary in New Orleans, La. 

Mr. Donovan at one time intended to 
become a priest in the Roman Catholic 
Church. Through his attendance at 
seminary, he has the equivalent of a 
bachelor's degree, with a major in phi
losophy and a minor in theology. 

After leaving Notre Dame in 1952, Mr. 
Donovan supported himself in the in
surance business as a salesman and later 
as an assistant bond department man
ager. In 1957 Mr. Donovan was married 
to the former Catherine Sblendorio. 
From September 1958 to January 1959, 
Mr. Donovan worked for the Norton In
surance Agency of Englewood, N.J., as 
bond department manager. One of Mr. 
Donovan's duties at that time was to 
become familiar with contractors in the 
area in order to secure their bonding 
business for his employer. One of the 
men that Mr. Donovan met during the 
course of his business was Ronald 
Schiavone, who in 1956 had started the 
Schiavone Construction Co. with $20,000 
that he had saved during his career as 
a civil engineer. Although Mr. Schia
vone was operating out of the bedroom 
of his home at the time, in February 
1959 Mr. Donovan left his position at the 
Norton Insurance Agency and invested 
his total savings-some $5,600-in 
Schiavone Construction Co. Since that 
time Mr. Donovan and Mr. Schiavone 
and the other officers of this company 
have guided it to a great success. In 
these past two decades Schiavone Con
struction Co. has performed approxi
mately one billion dollars' worth of con
tracts. 

Mr. Schiavone, the president of Schi
avone Construction Co., graduated from 

Dartmouth College and received a mas
ters degree in civil engineering, also from 
Dartmouth. Joseph DiCaroiis, senior vice 
.r.;resident-field operations, is a gradu
ate of Princeton University with a 
degree in civil engineering. Richard Cal
laghan, senior vice president-internal 
engineering and design, is a graduate of 
Cornell University with a degree in civi! 
engineering. Morris J. Levin, secretary
corporate counsel, has a degree in civil 
.engineering from Brown University and 
is a graduate of Seton Hall Law School, 
admitted to practice in the State of New 
Jersey. 

During the time Mr. Donovan served 
at Schiavone Construction Co., he 
worked on a day-to-day basis not only 
in the financial and business end of 
the company, but in the labor-manage
ment relations field. During this period 
he conducted negotiations and dealt 
with union representatives on a variety 
of problems. Mr. Donovan is not, there
fore, a theorist in the field of labor rela
tions. Mr. Donovan is a man with practi
cal, on-the-job training; a man uniquely 
qualified by his background, his educa
tion, his commitment to the President, 
and by the fact that the President trusts 
him implicitly, to be Secretary of Labor. 

III. FmST HEARING 

Pursuant to its normal procedure and 
prior to the committee's first hearing on 
Mr. Donovan's nomination, the FBI con
ducted a background investigation 
which covered Mr. Donovan's entire 
adult life since graduation from high 
school. During this investigation some 
49 persons, consisting of current and 
former supervisors, coworkers, business 
associates, and social acquaintances 
were interviewed. They attested to his 
loyalty, resuonsibility, the fact that he 
is hardworking, dynamic, capable, and 
responsible, and they all recommended 
him for a position of trust and responsi
bility. During the initial background in
vestigation the FBI noted that the cen
tral files of the FBI contain no pertinent 
information on Raymond J. Donovan. It 
did note that Schiavone Construction 
Co. is the indirect subject of a current 
FBI investigation based on allegations 
that a union president misused pension 
and welfare funds and received ki.ck
backs of laundered monev for awarding 
"sweetheart" contracts. The Schiavone 
Construction Co. and Raymond Dono
van are not targets of this investigation 
and the FBI h'as found no criminal 
wrongdoing with regard to them. 

In a supplemental FBI report dated 
January 7, 1981, the Director of the FBI 
advised the committee that two allega
tions had come to the Bureau's attention 
regarding Schiavone Construction Co. 
The first allegation was that in 1967 
Schiavone Construction Co. made a pay
ment to the Kantor Supply Co., report
edly a dummy company involved in me
gal money laundering activities. The sec
ond allegation was that Schiavone Con
struction Co. had been criminally ex
torted by an officer of Teamsters Local 
282 in New York City. 

During the Januarv 12 hearing before 
the Committee on Labor and Human 
Resources, Mr. Donovan was o.uestioned 
extensively by all members of the com-
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mittee present on his personal back
ground, his attitude toward the problems 
in the Department of Labor, and subse
quently answered in writing, a number of 
questions propounded by committee 
members pertaining to Mr. Donovan's 
views on the problems he will face at the 
Department of Labor. This material may 
be found on pages 182-224 of the hearing 
record. 

The committee also delved deeply into 
the Kantor Supply Co. allegation and the 
allegation concerning extortion of the 
Schiavone Construction Co. 

The Kantor Supply Co. allegation is 
based on an allegation by Irving Kantor, 
a now deceased organized crime figure, 
who said that at the behest of Joe Bian
cone, another organized crime figure, 
Kantor set up a money laundering oper
ation called the Kantor Supply Co. Ac
cording to Mr. Kantor, he would deliver 
blank invoices to various companies who 
would then remit a check payable to 
Kantor Supply Co. although no goods or 
services had been ordered from, nor had 
any been delivered by, Kantor Supply 
Co. 

Kantor testified in connection with the 
grand jury proceedings in 1970 that on 
one occasion he gave a blank invoice to 
Schiavone Construction Co., and implied 
that he had picked up a check at the 
same time. The Schiavone Construction 
Co. records indicated that a check had 
been issued to Kantor Supply Co., on 
August 30, 1967, in the amount of $13,000. 
An internal memo :filed with this check 
stated the check was for the right to 
dump landfill material at a particular 
site ln connection with work Schiavone 
Construction Co., was doing on the New 
Jersey Turnpike. The memo authorizing 
the payment was initialed by Mr. Dono
van. It now appears that Mr. Kantor 
may not have owned the property where 
he claimed to have dumping rights, al
though the ownership rights are still 
unclear. 

Mr. Donovan testified that he had no 
involvement in the selection of the site 
and that payment was made after the 
dumping had been completed. 

To date Schiavone Construction Co. 
has never been asked to remove fill from 
any site where it dumped, nor has it in 
this case. So far as Schiavone Construc
tion Co. and Mr. Donovan are concerned, 
this transaction was in the regular 
course of business, and it was not until 
several years later that any questions 
were raised about it. 

It is interesting that when Mr. Dono
van and Mr. Schiavone read in a Newark 
newspaper that there was an investiga
tion concerning the Kantor Supply 
Co., their reaction was immediate. Mr. 
Schiavone and Mr. Donovan sought a 
meeting with the U.S. attorney and ex
plained the background of the $13,000 
check. They explained that Schiavone 
Construction Co. had never done any 
work for the city of Newark. The U.S. 
attorney was operating on the assump
tion that Kantor Supply Co. money was 
being used to unduly influence public 
officials in the city of Newark. 

Schiavone Construction Co. officers 
including Mr. Donovan, volunteered t~ 
be interviewed and they were inter-

viewed. Schiavone Construction Co. also 
made available voluntarily any materials 
that it had in the way of books, checks 
or records. The U.S. attorney later sub
penaed the company's books and records, 
and three large truckloads of materials 
were supplied. All were reviewed by the 
U.S. attorney and by the Internal Reve
nue Service. After 3 years of examina
tion, the Schiavone books and records 
were returned by the U.S. attorney, and 
the IRS sent a "no change" letter signi
fying that the company's taxes had been 
accurately and fully paid. 

The testimony by Mr. Donovan and 
the facts brought to the attention of the 
committee mandated our conclusion that 
Mr. Donovan had no specific knowledge 
of this transaction and had no reason 
to question it at the time. Schiavone 
Construction Co. did, in fact, dump fill, 
as it had contracted to do, and whether 
or not Kantor Supply Co. may have been 
a conduit for political payoffs to Newark 
officials, Schiavone Construction Co., 
since it did no work in the city of Newark, 
stood to gain nothing from such a pay
off. The committee concluded that the 
Schiavone Construction Co. was, at most, 
an innocent participant in Mr. Kantor's 
nefarious scheme. 

The second allegation considered at 
the January 12 hearing was the hiring 
by Schiavone Construction Co. of Joseph 
Murray, the chauffeur for Harry Gross, 
the business agent with Teamsters Local 
282 in New York City. 

In 1977, while Schiavone Construction 
Co. was working on the 63rd Street sub
way excavation job on a two shift basis, 
a decision was made to experiment with 
a third shift. As soon as the third shift 
began, Mr. Gross demanded that a work·
ing Teamster foreman be assigned to the 
shift. This was initially refused by Schia
vone Construction Co. Thereafter, when 
the decision was made to continue the 
shift on a. permanent basis, Mr. Gross 
again made his demand. Joseph DiCaro
lis, the vice president in charge of field 
operations, sought the advice of William 
Finneran, the executive director of the 
General Contractors of America, the 
heavy construction trade association for 
metropolitan New York City of which 
Schiavone Construction Co. was a mem
ber. Mr. Finneran's office advised Mr. 
DiCarolis that Schiavone Construction 
Co. was a party to a multiemployer bar
gaining agreement with Local 282 and 
that one of the provisions of that agree
ment stated, "If the job is a multishift 
job, there shall be a WTF <Working 
Teamster Foreman) for each shift." 
Based on this advice, Mr. DiCarolis ac
ceded to Mr. Gross' demand. 

The man chosen by Local 282, Mr. 
Murray, was paid but he did not work. 
Ordinarily, a working Teamster foreman 
is responsible for assuring that only 
Teamster drivers come to a job site, 
policing the collective bargaining agree
ment and conducting safety checks on 
the trucks. None of these duties inure to 
the benefit of the contractor; they inure 
to the benefit of the union. In this in
stance, no hauling could be done at night 
because of the antinoise restrictions in 
New York City; therefore there was 
nothing for Mr. Murray to do. Neverthe-

less, Schiavone was required to place him 
on the payroll, and did so. 

Mr. Gross is currently under investi
gation by the U.S. attorney in New Jer
sey. Mr. DiCarolis and two other Schia
vone Con~truction Co. employees were 
subpenaed to testify before a grand jury 
concerning Mr. Gross. The other two 
employees appeared briefly to identify 
documents, and Mr. DiCarolis testified 
for approximately 5 minutes and recalls 
that he said Schiavone Construction Co. 
had not been extorted. Mr. Donovan be
came aware of the grand jury shortly 
before the January 12 hearing because 
Mr. DiCarolis had not felt that the mat
ter needed to be brought to the atten
tion of Mr. Donovan. 

Subsequent to the January 12 con
firmation hearing, Senator KENNEDY and 
I were advised by Judge Webster that 
allegations concerning Mr. Donovan and 
the Schiavone Construction Co. had been 
made by a protected witness of the FBI, 
Ralph Michael Picardo. I therefore di
rected the FBI to use every resource at 
their command to run down each alle
gation that had been made which was 
material to Raymond Donovan's nomi
nation and to keep Senator 'KENNEDY 
and me fully apprised of all develop
ments. 

In carrying out its portion of the in
vestigation, the FBI utilized 62 special 
agents, 8 supervisory personnel, and 
other support personnel, comprising 1,-
400 man hours in interviewing people 
and correlating information. This took 
place in 14 field offices as well as FBI 
headquarters. The FBI contacted 20 in
formants and protected witnesses-12 in 
New York and 8 in New Jersey. As an 
example of the thoroughness of the FBI 
investigation, the FBI utilized 26 special 
agents, including three special agent ac
countants, one of whom was a CPA, in 
reviewing the records of the principal 
Schiavone enterprises. 

These agents examined 20 cash dis
bursements journals, 90,000 cancelled 
checks and an equal number of invoices 
for the period 1965-70. Records were 
available at Schiavone Construction Co. 
to cover the entire period in question-
1965-66. As testified by Mr. Francis M. 
Mullen, Executive Assistant Director, In
vestigations, Federal Bureau of Investi
gation, the prospects of the FBI having 
missed any records relating to the trans
actions alleged by Mr. Picardo were "ex
tremely remote." 

In my opinion, and the opinion of at 
least 10 other Senators on the commit
tee, Mr. President, the FBI investigation 
of the allegations made against Mr. 
Donovan by Mr. Picardo and the other 
sources was as thorough, as detailed and 
as extensive as could be asked. Although 
there was a limited amount of time in 
which to conduct this investigation, Mr. 
Mullen stated that shortage of time was 
not an inhibiting factor. The FBI simply 
used more resources to accomplish the 
task in the shorter period of time. 

Ralph Michael Picardo is a paid in
former who is presently under the FBI's 
protection. At one time Mr. Picardo was 
protected by the U.S. Marshal's office, 
but because of complaints that he made 
against the U.S. Marshal's office, he is 
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presently being handled by the FBI, 
which pays him maintenance expenses 
and provides protection. Mr. Picardo has 
lived a life of crime. He is the first per
son to admit it. He was charged with 
contempt of court in 1968, passing bad 
checks in 1969, theft from interstate 
shipment in 1969, and murder in 1974. 
In 1974 Mr. Picardo was convicted of 
murder in the second degree and was 
sentenced to serve 15-20 years in prison. 
During that period, an attempt was 
made on Mr. Picardo's life, and there
after Mr. Picardo became a protected 
informant and witness fQr the Federal 
Government. 

Mr. Picardo has testified in four cases 
for the FBI and is deemed by the FBI to 
be a "reliable" informant. It should be 
pointed out that the FBI defines a "re
liable" informant as an individual who 
over a period of time furnishes informa
tion which is later verified. It has been 
pointed out that when Mr. Picardo tes
tified previously, his testimony was cor
roborated by someone else or something 
else. As I will point out later, Mr. Presi
dent, in this particular instance none, I 
repeat none, of Mr. Picardo's charges 
against Mr. Donovan could be corrooo
rated, despite the massive investig-ation 
by the FBI. 

The allegations against Mr. Donovan 
and Schiavone Construction Co. were 
considered in a detailed hearing by the 
Committee on Labor and Human Re
sources on January 27, 1981. At the com
mel~cement of that hearing Senator 
KENNEDY made available for the record a 
copy of the January 23, 1981 report of 
the FBI which may be found on pages 
233-251 of the hei,ring record. It should 
be pointed out that in a few instances 
names were excised from the report in 
order to protect the confidentiality of the 
informants, and in one case, which I 
will discuss later, full paragraphs were 
stricken from the report 'prior to its be
ing placed into the record. 

The allegations considered by the FBI 
and examined at the January 23 hearing 
consisted of allegations by Mr. Picardo 
as well as a number of allegations from 
other sources. Because of the limited 
time, Mr. President, I do not propose to 
respond in detail to all of the allega
tions, but I would commend to the atten
tion of my colleagues pages 25-27 of the 
committee report, which summarizes 
some of these allegations and sets forth 
the findings of the FBI and the commit
tee in regard to the allegations. I will 
point out, however, that each and every 
-allegation made against Mr. Donovan 
was explored, discussed, probed and I 
believe resolved in his favor tn .that 
hearing. No allegation was shied away 
from; no issue was ducked; no question 
was left hanging. 

Some of the allegations of Mr. Picardo 
and the other anonymous sources were 
not subject to resolution by normal in
vestigative techniques. I will deal with 
those allegations a bit later, Mr. Presi
dent. Some of Mr. Picardo's allegations 
were .. however, subject to investigative 
scrutmy by the FBI, and in each and 
every instance these allegations proved 
to be false. 

For example, Mr. Picardo stated that 
he believed Schiavone paid for "labor 
peace" during the construction of the 
Port Authority landfill in 1971 or 1972, 
which subsequently became the Newark 
Airport. As the FBI report and Mr. 
Donovan both point out, Schiavone Con
struction Co. did not do work on the 
Port Authority landfill in 1971 or 1972. 
Mr. Picardo, I submit, was fiat-out, dead 
wrong. Not mistaken, not just close; but 
completely and totally wrong. 

In another instance, Mr. Picardo states 
that in late 1969 or early 1970 he was 
told by Salvatore Briguglio-now de
ceased-that Moscato Contractors was 
run by organized crime elements and 
were subcontractors for Schiavone Con
struction Co. frequently as a means of 
assuring "labor peace." Mr. Donovan 
denies any knowledge of Moscato Con
tractors, and an FBI search of the Schia
vone Construction Co. active and inac
tive vendor cards found no card for a 
Moscato or Moscato Contractors. In ad
dition, the FBI Newark field office could 
not even find a Moscato Contractors op
erating in New Jersey, let alone find a 
connection between Moscato Contractors 
and Schiavone Construction Co. Again, 
I submit, a specious, false, and thor
oughly disproved allegation. 

In another instance, Mr. Picardo in
dicated that in 1968 when he was part 
owner of the Taylor Trucking Co., Taylor 
Trucking Co. would often haul the same 
shipment of precast concrete to a Schia
vone construction site as many as 20 
times, receiving payment for the ship
ment on each occasion. Mr. Picardo al
leged that these overpayments were a 
means of buying "labor peace." Mr. 
Picardo stated that this story would be 
corroborated by another witness of 
Utica, N.Y., if he could be located. This 
other witness was located by the FBI and 
recalled phony invoices for precast con
crete slabs used for curbs on the Long 
Island Expressway and for the construc
tion of a building at Lake Success. He 
further stated that it was common 
knowledge that "ghost loads" were being 
billed for the Long Island Expressway. 
However, he stated he could not furnish 
any specific information because he 
never saw any paperwork or payoffs re
lating to them. 

Mr. Donovan pointed up in his testi
mony that Schiavone Construction Co. 
has never done work on the Long Island 
Expressway, nor was it involved in any 
building at Lake Success. As a matter of 
fact, Schiavone Construction Co. does 
not erect buildings. 

Mr. Picardo further claimed that 
Schiavone Construction Co. received 
public contracts through a man he be
lieved to be a State senator named 
Musto. William Musto, State senator of 
the State of New Jersey and the current 
mayor of Union City, is the subject of a 
current FBI investigation. The FBI 
found no evidence to support Mr. 
Picardo's allegation. Mr. Donovan 
pointed up that Schiavone Construction 
Co. has never done work in Union City, 
N.J., and in fact does not do work for 
municipalities. Another specious allega
tion. 

The foregoing allegations by Mr. 
Picardo are the only allegations he made 
that were susceptible of corroboration by 
normal investigative techniques. In each 
case the FBI followed the leads supplied 
by Mr. Picardo; in each case these leads 
turned out to be useless and the allega
tions proved to be false. 

The more troublesome aspect of Mr. 
Picardo's allegations involve his tale 
during the period 1965-66 while he was 
employed by Salvatore Briguglio, a now 
deceased organized crime figure. Picardo 
states he called on Schiavone Con
struction Co. approximately 10 times, 
and on each occasion would give a blank 
invoice in exchange for a check drawn 
on a Schiavone account for approximate
ly $500. Mr. Picardo states that on three 
or four of these occasions he was given 
this check by a man he called "Ray''. 

I do not intend to belabor the many 
instances in which the threads of Mr. 
Picardo's fabric was unravelled during 
the hearing an January 27. However, this 
one point I do feel merits elaboration. 
Mr. Picardo's physical description of the 
man he knew as "Ray" included the de
tail that "Ray" wore plastic framed 
glasses. I specifically asked the FBI to 
requestion Mr. Picardo on that point and 
I specifically asked my chief counsel to 
ask Mr. Picardo that detail. Mr. Plcardo 
sticks to that version. The fact of the 
matter is this. Ray Donovan has never 
worn plastic fr:amed glasses in his en
tire life. He only began to wear silver 
metal framed glasses 4 years ago. Pre
viously he only wore reading half-moon 
glasses at home when he was reading. 
These were half lens glasses with black 
metal frames. Mr. Picardo's story un
winds with the telling. 

Mr. Briguglio and Mr. Donovan are 
the only people who ·could verify this 
allegation by Mr. Picardo. Mr. Briguglio 
is dead, Mr. Donovan denies emphatical
ly even knowing Mr. Picardo and denies 
emphatically that he was ever extorted 
or that Schiavone Co. was ever extorted. 

The FBI in an effort to corroborate 
this story, conducted a massive investi
gation of the books and records of the 
Schiavone Construction Co., as I previ
ously indicated, and was unable to find 
any checks payable to the companies Mr. 
Picardo stated he utilized in submitting 
fraudulent invoices. It is Mr. Picardo's 
story that suggests that checks and in
voices were the scheme utilized. As 
pointed out in questioning by Senator 
EAGLETON, in rthis sort of shakedown the 
normal procedure would be to use cash. 
Nevertheless, Mr. Plcardo stated that 
checks on the "Schiavone" account were 
utilized, and the FBI, despite hundreds 
of man-hours of searching some 90,000 
checks and invoices, was unable to find 
any checks or any invoices during the 
period in question and cannot therefore 
corroborate in any way Mr. Picardo's 
allegation. I ask my colleagues to judge 
closely this allegation given the amount 
of time and effort put into its investiga
tion. 

Another allegation made by Mr. 
Picardo was that in 1971 or 1972 he saw 
the person he now identifi-es as Ray 
Donovan having lunch at Archer's 
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Restaurant with Salvatore Briguglio and 
Tommy Eboli. He staJted further that he 
was told several days after the lunch that 
the person he saw with Mr. Briguglio 
and Mr. Eboli was "Ray, one of the 
executives from Schiavone." · 

Mr. Briguglio, as previously pointed 
out, is deceased. Tommy Eboli is also de
ceased. Information reported to the FBI 
indicated that Archer's Restaurant, Fort 
Lee, N.J., was reputed to be a meeting 
place for individuals associated with or
ganized crime. Mr. Donovan, the only 
living witness to this event other than 
Mr. Picardo, emphatically denies know
ing Mr. Briguglio or Mr. Eboli and, of 
course, denies having lunch with them 
at Archer's or any place else. Mr. Dono
van states he did at one time have lunch 
at Archer's with his partners, and he 
recalls that while there he saw Phil Riz
zuto, the baseball player. I ask you to 
weigh the reliability of this allegation 
given the weight of the false allegations 
from the same source. 

The last series of allegations which the 
committee had to deal with and which, 
as I will later point out, caused difficulty 
to those members who provided addi
tional views, had to do with a statement 
in the FBI report that "sources" indicate 
that Schiavone Construction Co. is 
•·mobbed up." And further that Schia
vone Construction Co. is closely alined 
with organized crime elements through 
its contacts with .Topel Construction Co., 
headed by William Masselli. One of these 
same sources alleged that Mr. Donovan 
was acquainted wilh organized crime 
figures through Mr. Masselli, both so
cially and through business. 

The FBI pointed up that these inform
ants were generally considered to be reli
able but most, if not all, were criminals. 
None of the informants was able to give 
any further particulars as to the 
charges. No names, no dates, no places, 
no times. Only hearsay. The representa
tives of the FBI who supervised the in
vestigation in a conference with Senator 
KENNEDY and me, indicated that it is not 
unusual for informers to report rumors 
and unfounded hearsay which, so far as 
they know, is correct simply because they 
have heard it. 

It is noteworthy that of the 20 sources 
contacted by the FBI in the New York 
area, only three sources had heard any
thing about Schiavone Construction Co. 
and Raymond Donovan. The other 17 
sources had no adverse information at 
all. It is also noteworthy that the FBI 
was unable to further investigate these 
charges simply because they are non
specific and generalized in nature. 

Mr. Donovan, in his testimony, stated 
that Schiavone Construction Co. has 
done business with Jopel Construction 
Co. and that Jopel Construction Co. is a 
minority business enterprise so certified 
by the New York Transit Authority. Fur
ther, that Schiavone Construction Co. 
first became aware of Jopel Construction 
after a subcontractor about to go bank-
rupt had asked that Jopel take over its 
contract with Schiavone Construction 
Co. Mr. Donovan stated that he knows 
Mr. William Masselli from having seen 
him on the job site at most three times 
in his lite; that he has never had any so
cial contact with Mr. Masselli, and was 

unaware until he saw the FBI report 
that Mr. Masselli had any ties with or
ganized crime. 

The other difficult allegation which 
the committee investigated was a report 
by a protected witness of the FBI, one 
Patrick Kelley, which wa§ made orallY 
to the FBI and reported to me and to 
Senator KENNEDY prior to the com
mencement of the hearings. The FBI 
also testified about this allegation during 
the hearing. According to the FBI, on 
January 26, Mr. Kelley telephonicallY 
advised the FBI that he had heard that 
the Schiavone Construction Co. had ties 
with the Genovese crime family and fur
ther that he had heard Ray Donovan's 
name in a conversation pertaining to 
bid rigging. 

Although Mr. Kelley did provide the 
FBI with the names of several individ
uals who were present during the con
versation, Mr. Kelley could provide no 
names, no dates, or no contracts to cor
roborate Schiavone ties to the Genovese 
family or to attempted bid rigging. Nor 
did he indicate that the other named in
dividuals could do so. The FBI, as the 
investigative arm of the executive 
branch, made an institutionalized deci
sion at that time, that Mr. Kelley's leads 
were general and nonspecific in nature 
and did not merit further investigation. 
With all due respect to any member of 
this body who feels otherwise, as chair
man of the Committee on Labor and Hu
man Resources, I am not prepared to 
second guess the FBI and ask them to 
expend another 1,400 hours in pursuing 
puffs of smoke floating about New Jersey 
and New York. Their decision, as em
bodied in this letter to me, dated Feb
ruary 2, 1981, is sufficient for me, and I 
believe for any other fair-minded U.S. 
Senator. This letter reads as follows: 

DEAR Ml\. CHAmMAN: In response to your 
letter this morning regarding the investiga
tion of Raymond J. Donovan and the infor
mation furnished to the FBI by Patrick Kel
ley, I wish to make you aware of the follow
ing: 

Patrick Kelley originally came to the FBI's 
attention in connection with the back
ground investigation of Mr. Donovan, as a 
result c! information furnished by repre
sentatives of your Committee. It was pointed 
out that Mr. Kelley, who is in the witness 
security program, ran a major construction 
company in New Jersey for some years, knows 
of mob activities of many kinds involving 
construction companies throughout North
ern New Jersey and would know about the 
activities of the Schiavone Construction 
Company (SCC) and Raymond J. Donovan. 

After several unsuccessful attempts to 
reach Mr. Kelley, he telephonically con
tacted the FBI on the afternoon of January 
26, 1981. He advised that SCC has a reputa
tion for having connections with organized 
crime elements; however, he was unable to 
identify anyone at sec who had those con
tacts. He stated he did hear Mr. Donovan's 
name mentioned only once. This was during 
a meeting he attended with three other in
dividuals during which road contracts in 
New Jersey were being discussed. One of 
these individuals, whose last name he could 
not recall, mentioned Mr. Donovan's name 
in connection with bid-rigging to obtain 
these contracts. Mr. Kelley furnished no ad
ditional information concerning this meet
ing and did not identify the contracts in
volved or the time during which they were 
sought, nor did he elaborate on Mr. Dono
van's role. When questioned further, Mr. 

Kelley could not provide any additional in
formation regarding Mr. Donovan. 

The information obtained !rom this inter
view was furnished orally to representatives 
of your committee, who originally provided 
the information to the FBI and was also com
mented upon during testimony on January 
27, 1981, before the Committee. A review ot 
the files of the Newark and New York offices 
gives no indication that Mr. Donovan, act
ing alone or on behalf o! sec, was involved 
in bid-rigging concerning contracts. 

As I stated during my testimony before the 
Committee on Labor and Human Resources 
on Tuesday, January 27, 1981, the FBI con
ducted a background investigation which I 
believe was more than adequate to deter
mine Mr. Donovan's suitab111ty for the posi
tion of Secretary of Labor. No additional in
formation has come to the attention of the 
FBI which would warrant further effort in a 
criminal or applicant-type investigation. As 
I have indicated, both in my testimony and 
in prior communications to you, the prepon
derance of information developed was en
tirely favorable to Mr. Donovan. 

Sincerely yours, 
FRANCIS M. MULLEN, Jr., 

Executive Assistant Director, Investiga
tions, Federal Bureau of Investigation 

IV. DISCUSSION 
The Raymond J. Donovan confirma

tion hearings could well have come di
rectly from the pen of Alan Drury in 
writing "Advise and Consent". The hear
ing has been replete with informed 
sources, convicted murderers, informants 
and the denizens of an underworld which 
each of us knows exists, but with which 
we are unfamiliar. This has been a try
ing experience for the members of the 
committee, but it has been a particularly 
trying experience for Raymond J. Don
ovan and his family, as well as the of
ficers and employees of the Schiavone 
Construction Co. 

As I have participated in this process, 
Mr. President, I have often been re
minded of the wisdom of our forefathers 
when they adopted the sixth amendment 
to the Constitution of the United States, 
which provides that an accused shall en
joy the right to be confronted with the 
witnesses against him. In this case, Ray 
Donovan-though, admittedly, not an 
"accused" in the sixth amendment sense, 
has not had the advantage of confront
ing the witnesses accusing him. In fact, 
with the exception of Mr. Picardo and a 
few others mentioned in the FBI report 
he does not even know the names of those 
who have made charges against him. He 
has never met them, has never had the 
chance to test their knowledge and, be
cause these are protected informants, he 
will never have that opportunity. 

The Committee on Labor and Human 
Resources has likewise been denied the 
normal tools for ascertaining the truth
the ability to cross-examine, the oppor
tunity to observe the demeanor of a wit
ness and the chance to test his knowl
edge. We also have been confronted with 
a phenomenon in this hearing, Mr. Presi
dent, which I have not experienced dur
ing my entire Senate experience-
namely, that an allegation once made, 
no matter how remote, no matter that it 
is based on rank hearsay, no matter that 
it is utterly conclusionary, can never be 
totally discarded because, at least some 
Senators argue, it cannot be disproved. 

An obvious example of this dilemma is 
Mr. Picardo's statement that he was told 
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by Salvatore Briguglio in late ~969 or 
1970 that Schiavone ConstructiOn Co. 
was making · direct cash payoff~ to 
Briguolio and that he was receiving 
them from "Ray, the boss at Schiavone." 
Mr. Donovan. of course, denies that he 
knew Mr. BrigUglio; he denies as well 
making any payment to Mr. Briguglio, 
cash or otherwise. But under the reason
ing of some Senators, this does n?t di~
prove the allegation. Since Mr. BrJgUglio 
is dead, there is simply no way the FBI, 
Mr. Donovan, or this committee can pro
ceed further, and yet some members 
would argue that this casts a cloud on 
Ray Donovan, a cloud that casts a ques
tion on his ability to serve as Secretary 
of Labor. 

Those members of the committee who 
voted favorably on Mr. Donovan's nomi
nation have refused to accept this litany 
of despair. We do not feel that unsup
ported, hearsay, conclusionary, allega
tions made by a convicted murderer or 
unnamed source should overcome all the 
other evidence that the committee had 
to consider. 

This committee has had the benefit, as 
I have pointed out, of a massive FBI in
vestigation. The FBI further testified 
that a review of all of their court ordered 
wiretaps over a 10-year period directed 
at organized crime in the New Jersey 
area, which included the trucking in
dustry, revealed no mention of Raymond 
Donovan or the Schiavone Construction 
Co. 

The committee had the knowledge 
that the supervisory official of the FBI, 
which had ongoing investigations into 
Jopel Construction, into the Gross mat
ter, and access to untold amounts of in
formation concluded from their investi
gation, and I quote Mr. Mullen as late as 
January 29: 

I stand by the results of this investigation, 
which surfaced no information which would 
refiect unfavorably upon Mr. Donovan in 
any manner. 

In addition, both the FBI Director and 
the FBI testifiers testified that they felt 
that their investigation had resolved it
self in favor of Mr. Donovan. Further
more, those who testified for the FBI 
said that had there been a criminal in
vestigation they would have discontin
ued it a long time ago for lack of evi
dence. 

In addition to the FBI investigation, 
the committee had the benefit of a long 
and intensive examination of Mr. Dono
van, a man who has never been arrested, 
has never been charged with any crime, 
has never been the target of any inves
tigation, and who has never appeared 
before a Federal or State grand jury. Mr. 
Donovan, unlike Mr. Picardo, who re
fused to testify publicly before the com
mittee or in an executive session, freely 
took an oath and freely answered all the 
questions put to him by all members of 
the committee. We had the opportunity 
to see him, to test his knowledge, to ex
pose him to cross-examination, and I 
think it is fair to say, Mr. President, that 
Mr. Donovan passed these tests with fly
ing colors. 

One additional fact-letters of sup
port for Mr. Donovan were received from 
Judge Frederick B. Lacey, U.S. District 

Court for the District of New Jersey; 
Lawrence A. Whipple, senior judge, U.S. 
District Court for the District of New 
Jersey; and a telegram from Judge Her
bert J. Stern, U.S. District Court for the 
District of New Jersey. These letters are 
pertinent because U.S. District Court 
Judges do not normally participate in 
confirmation proceedings. The letters 
from these three judges are particularly 
important because Judge Lacey and 
Judge Stern were both U.S. attorneys 
who conducted investigations of con
struction firms in New Jersey, including 
the Schiavone Construction Co. and both 
support Ray Donovan's confirmation. 
Judge Whipple had the occasion during 
a bankruptcy proceeding, in which 
Schiavone Construction Co. was a pro
ponent, to observe the testimony of Ray
mond J. Donovan, who testified on be
half of the company. As Judge Whipple 
points out in hjs letter of January 26, 
1981, which is found on page 325 of the 
hearing record: 

During the course of this proceeding there 
was raised a question of a current Grand 
Jury investigation of the books and records 
of Schiavone Construction Co. which con
ceivably could affect the ultimate outcome 
of the reorganization proposals. I inquired of 
the then United States Attorney, Herbert J. 
Stem and requested information as to the 
status of the investigation. Mr. Stern vis
ited my chambers and informed me that the 
company had in effect a clean b111 of health 
and accordingly I noted on the record of 
that proceeding that fact. It was my opinion 
then and ts now, that Schiavone Construc
tion Co. was a company that could be de
pended upon and was a reputable and re
liable proponent in the reorganization pro
ceeding. 

Yes, Mr. President, the committee has 
had hard, solid evidence, and every bit of 
that evidenc~ has led to the conclusion 
of the 11 members who favorably re
ported Mr. Donovan's nomination to the 
Senate. 

I respectfully disagree, Mr. President, 
with one member of the committee who 
observed that in his opinion Mr. Dono
van did not have a "towering reputa
tion" in the labor field. Mr. Donovan is 
not from the groves of academe. Neither 
has he published widely on the subject of 
labor-management relations. But this is 
not to suggest for a moment that he is 
not qualified by real, honest-to-goodness 
on-the-job training to become one of the 
great Secretaries of Labor. 

Mr. President, I do not feel that only 
academics-or only union leaders, for 
that matter-can well serve at the De
partment of Labor. I think Mr. Donovan, 
though he probably would describe him
self as a common man, is uncommonly 
qualified and for that reason I support 
him wholeheartedly. 

I am sure many of my colleagues are 
aware that after our hearing on January 
27 Mr. Picardo appeared on the "Today" 
show on NBC network television and in 
an interview restated some of his allega
tions. This may well have been good 
theater, Mr. President, but it was hardly 
becoming of a man who had refused to 
testify before the committee unless cer
tain impossible conditions were met. And 
Mr. Picardo stated nothing on the "To
day" show that he had not been pre
viously thoroughly investigated by the 

FBI. After I learned of Mr. Picardo's 
appearance, I inquired of Mr. Mullen 
about the appearance, and received from 
him a letter dated January 29, which 
reads as follows: 
Hon. ORRIN G. HATCH, 
U.S. Senate, 
Washington, D.O. 

DEAR SENATOR HATCH: In response to your 
inquiry this morning regarding Ralph Pi
cardo's appearance on the Today Show which 
occurred this morning, I wish to make you 
aware of the following information: 

Mr. Pi:::ardo's appearance was undertaken 
by him without the support or concurrence 
of the FBI. Mr. Picardo made arrangements 
for his appearance on his own, and while 
we cannot prevent him from dealing with the 
media he 1s doing so entirely on his own 
accord. 

I have observed Mr. Picardo's appearance 
and wish to restate that the background in
vestigation of Mr. Raymond Donovan, con
ducted by the FBI was thorough and com
plete, and the short time frame did not de
tract from the overall investigation inas
much as we utmzed substantial resources. I 
stand by the results of this investigation 
which surfaced no information which would 
refiect unfavorably upon Mr. Donovan in any 
manner. No new information has come to my 
attention since my testimony before the 
House Committee on Labor and Human Re
sources on Tuesday, January 27, 1981, to 
mitigate any statements made during my 
testimony. 

Sincerely yours, 
FRANCIS M. MULLEN, 

Executive Assistant Director, 
Investigations. 

I can think of no more fitting conclu
sion to my remarks than to reempha
size a point Mr. Mullen made in that 
letter; namely," ... this investigation ... 
surfaced no information which would re
flect upon Mr. Donovan in any manner." 
Mr. President, Mr. Donovan has survived 
the most grueling investigation of any 
Cabinet nominee, certainly in my life
time. He deserves not only the support, 
but the admiration of the Senate, and 
it is my hope that very shortly we will 
show him by our votes that he is believed 
by this body so that he may go forward 
and carry on the great duties that await 
him. 

Mr. President, I think it would be a 
shame, all things considered, the extent 
of the investigation, the extent of the 
committee work, the extent of the op
portunities to observe and examine Mr. 
Donovan, if we took the word of hearsay 
testimony and the word of a convicted 
murderer over that of Mr. Donovan. 

I think there is no question that all 
of us who believe that Mr. Donovan 
should receive this nomination are re
lying heavily upon the total investigation 
and what the FBI has found. There is 
no question about it. 

on the other hand, I believe everybody 
there who observed Mr. Donovan per
sonally had to feel as I did, that this is 
an exceptional individual and we believe 
an honest person. 

I think it is time to bring this matter 
to a close. 

certainly there are others who want to 
speak to it, but at this time I ask for the 
yeas and nays on this nomination. 

The PRESIDING OFFICER. Is there a 
sufficient second? There 1s a sufficient 
second. 

The yeas and nays were ordered. 
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Mr. HATCH. Mr. President, I also ask 
unanimous consent that various letters 
be printed in the RECORD at this point. 

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

U.S. DISTRICT CO'O'BT, 
DISTRICT o .. NEW JEBSJ:Y, 

Newark, N.J., Januarv 26, 1981. 
Hon. ORRIN G. HATcH, 
Chairman, Committee on Labor and Human 

Resources, U.S. Senate, Washington, D.O. 
DEAR SENATOR HATCH: I am presently serv

ing as Senior Judge in the United States Dis
trict Court for the District of New Jersey, 
having been the former Chief Judge of this 
Court. During my tenure as District Judge, I 
was assigned the Imperial "400" case, a re
organization matter in which Schiavone Con
struction Co. was one of many proponents. I 
had the opportunity to observe and reflect on 
the testimony of Raymond J. Donovan who 
was one of the majority stockholders and an 
officer of the company. Mr. Donovan testi
fied at great length and was exposed to 
vigorous cross-examination by other attor
neys representing proponents and by attor
neys representing the Securities and Ex
change Commission. His veracity and truth
fulness was never questioned and he im
pressed me as an honest, credible and truth
ful witness. 

During the course of this proceeding there 
was raised a question of a current Grand 
Jury investigation of the books and records 
of Schiavone Construction Co. which con
ceivably could affect the ultimate outcome 
of the reorganization proposals. I inquired of 
the then United States Attorney, Herbert J. 
Stern, and requested information as to the 
status of the investigstion. Mr. Stern visited 
my chambers and informed me that the 
company had in effect a clean blll of health 
and accordingly I noted on the record of that 
proceeding that fact. It was my opinion then 
and is now, that Schiavone Construction Co. 
was a company that could be depended upon 
and was a reputable and rellable proponent 
in the reorganization proceeding. 

In my judgment, based upon my experi
ence over the years in innumerable criminal 
and civll trials, that Mr. Donovan as a wit
ness 1s one in whose word and testimony I 
would belleve. It may be also noted that the 
books, corporate records and financial state
ments of Schiavone Construction Co. were 
examined In minute detail, marked in evi
dence and ·at no time was there any indica
tion of any improper holding of stock by un
named parties or any improper or lllicit c:teal
ings by omcers of the company. 

I am avaUable to testify on behalf of Mr. 
Donovan at any time before your Senate 
Committee, but again I reiterate, that this 
man has a reputation in the community be
yond reproach. I unhesitantly recommend 
him for confirmation as Secretary of Labor. 

Very truly yours, 
LAWRJU.'fCE A. WHIPPLE, 

U.S. District Juc!ge. 

U.S. DISTRICT COURT, 
DISTRICT o .. Nzw Jnszy, 

Newark, N.J., January 26, 1981. 
Hon. ORRrN G. HATCH, 
Chairman, Committee on Labor anc! Human 

Resources, U.S. Senate, Washington, D.C. 
DEAR SENA'I'OR HATCH: I have been asked 

to address this letter to you. 
Whlle United States Attorney, engaged in 

directing the City of Newark prosecution and 
grand jury investigation, I suggested, and 
the grand jury authorized, issuance of sub
poenas to virtually every large construction 
firm in Northern New Jersey, for ·production 
of records and testimony of their principals. 
In some instances criminallty was uncovered· 
and in certain cases, we encountered "stone: 
W'!!Jlllng" or resistance. Such was not true or 
Schiavone Construction Co. or its principals 

from whom my omce received complete co
operation. 

To my knowledge, Mr. Raymond J. Dono
van 1s a respo·nsible businessman who enjoys 
a reputation for honesty and integrity in 
the State of New Jersey and elsewhere. 

Sincerely, 
FREDERICK B. LACEY. 

JANUARY 26, 1981. 
Hon. ORRIN G. HATCH, 
U.S. Senator, Chairman, Committee on Labor 

and. Human Resources, U.S. Senate, 
Washington, D.C. 

At the request of Joseph Nolan, attorney 
!or SChiavone Construction Company, I am 
confirming that during my tenure as United 
States Attorney for New Jersey, 1971 to 1973, 
the books and records of the Schiavone Con
struction Company were examined by mem
bers of my staff and investigative agents. 
No evidence of an·y wrongdoing was found. 

Sincerely, 
HERBERT J. STERN, 

U.S. District Judge. 

BUILDING AND CONSTRUCTION 
TRADES DEPARTMENT, 

Washington, D.C. 
Hon. ORRIN G. HATCH, 
U.S. Senate, 
Russell Senate Office Building, 
Washington, D.C. 

On behalf of the Bulldlng and Construc
tion Trades Department of the AFL-CIO we 
urge you to expedite the confirmation of Mr. 
Donovan as Secretary of Labor. There are 
many urgent matters pending at the Labor 
Department of vital interest to workers which 
wlll not be processed without a Secretary of 
Labor. It is our information that although 
Mr. Donovan does not concur in all of our 
views that he 1s a reasonable and fair person 
with a great deal of integrity, therefore, we 
again ask you to expedite his confirmation so 
that the business of the Labor Department 
can be conducted without delay. 

Sincerely, 
RoBERT A. GEORGINE, 

President. 

JANUARY 12, 1981. 
Senator ORRIN HATCH, 
Dirksen Office Building, U.S. Senate, 
Washington, D.C. 

DEAR SENATOR HATCH; I sincerely trust 
that Mr. Donovan wm be confirmed !or the 
appointment to serve as Secretary of Labor. 
My organization leaders in New Jersey Indi
cate that he has genuine insight and sen
sitivity with reference to the self help 
principles and the need !or employment 
training that we know to be most cost 
effective. 

I feel certain that the Senate should 
concur in the judgment of the President
elect that Mr. Donovan will serve effectively 
in the public interest. Thank you. 

Sincerely, 
Rev. LEON SULLIVAN, 

Chairman, 'CIC of America. 

INTERNATIONAL UNION OJ' 
OPERATING ENGINEERS, 

Washington, D.C., January 26, 1981. 
Hon. ORRIN G. HATCH, 
Chairman, Labor and Human Resources Com

mittee, Russell Senate Office Building, 
Washington, D.C. 

DEAR SENATOR HATCH; I am taking the 
liberty of writing to you in support of the 
confirmation of Raymond Donovan as Sec
retary of Labor. 

Mr. Donovan brings an abundance or prac
tioal experience and managerial skills to the 
Executive Branch or our Government. In 
par.ticular, I refer to his la·bor relations ex
perience. Mr. Donovan enjoys an excellent 
reputation both in the business community 
and organized labor. 

The leaders of our local unions, as well 
as other unions in the bullding trades who 

have dealt with him 1n labor matters, advise 
me that he 1s honest, fair and a man of 
great integrity. 

In the decade ahead it 18 apparent that 
the construction industry wm pl!ay a key 
role in the literal rebuilding of America and 
in establishing a sound and healthy econ
omy. I firmly belleve that Mr. Donovan has 
much to offer in contributing to the achieve
ment of this goal. 

In summary, I endorse without quallflca
tion Mr. Donovan's confirmation. 

Sincerely, 
FRANK HANLEY, 

General Secretary-Treasurer. 

BRowN, CoNNERY, KuLP, WILLE, 
PURNELL & GREENJ:, ATTORNEYS 
AT LAW AND PROCTORS IN ADKI
RALTY, 

Camden, N.J., January 26, 1981. 
Re Raymond J. Donovan Labor Secretary 

Designate 
Hon. ORRIN G. HATCH, 
Chairman, Committee on Labor and Human 

Resources, U.S. Senate, Washington, D.C. 
DEAR SENATOR HATCH: I served as Chair

man of the New Jersey Commission of In
vestigation !rom January 1974 to February 
1979. The Commission has the responsiblll
ties of publicly exposing wrongdoing ·by fact
finding investigations and of recommending 
new laws and other remedies to protect the 
integrity or the polltical process. 

The paramount statutory responsiblllties 
vested in the Commission are set forth in 
Section 2 of its statute. This section pro
vides: 

2. The Commission shall have the duty and 
power to conduct investigations ln connec
tion with: 

(a) The faithful execution and effective 
enforcement of the laws of the state, with 
particular reference but not limited to orga
nized crime and racketeering. 

(b) The conduct of public omcers and 
publlc employees, and of omcers and em
ployees of publlc corporations and author
ities. 

(c) Any matter concerning the public 
peace, publlc safety and publlc justice. 

The publ!c record confirms that the Com
mission functioned aggressively in response 
to this mandate. 

I can state for the record that I know of 
no improper or tllicit deallngs on the part 
of Raymond J. Donovan or Schla·vone Con
struction Co. To my knowledge. Mr. Donovan 
is an honest and credible businessman, who 
en1oys an excellent reputation. 

I wlll be happy to amplify any statements 
pel"SSnally 1f you feel it necessary. 

Respectfully yours, 
JOSEPH H. RODRIGUEZ. 

ALL'!!NH'URST. N.J., 
Jart.ttary 26, 1981. 

Re Raymond Donovan, U.S. Secretary of La
bor Designee. 

Hon. ORRIN G. HATCH, 
Chairman, Committee on Labor anc! Human 

Resources, U.S. Senate, Washfngton, 
D.C. 

DEAR Sm: Please be advised that the under
signed enthusiastically and without reserva
tion recommends to your Committee the 
confirmation of Mr. Raymond Donovan as 
United States Secretary of Labor. 

It has been my happy experience to know 
Ray as a close personal friend for a period of 
time In excess of fifteen years. 

We have mingled socially and our fam111ea 
have been together on many special occa· 
sions. 

During these many years, I have never 
heard anything which would impinge upon 
the good name or reputation of Mr. Donovan. 
He is a man who lives by his personal word 
and I would trust him implicitly in any situ
ation. He possesses the highest degree of in
tegrity and honesty-is a dedicated family 
man-and loves his Country. 
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In order for you to know my background, 
may I respectfully inform you that I am an 
Attorney at Law, licensed to practice in the 
States of New York and New Jersey-a former 
Professor of Business Law at Fordham Uni
versity and St. Peter's College (New Jersey)
and recently (January 1, 1981) retired as a 
Superior Court Judge of New Jersey, after 
serving nine years on the Judiciary. Natu
rally, my endorsement of Raymond Donovan 
is as a private Citizen. 

In my oplmon, the Citizens of the United 
States will be well served if Raymond Dono
van, is, in fact, confirmed as our next Secre
tary of Labor. 

Respectfully, 
MAURICE A. WALSH, Jr. 

SHRINE OF SAINT JOSEPH, 
Sterling, N .J ., January 26,1981. 

Senator ORRIN G. HATCH, 
Chairman, Senate Labor and Human Re

sources Committee, Senate Office Build
ing, washington, D .C. 

DEAR SENATOR HATCH: I hereby testify 
from long, personal knowledge, that Mr. Ray
mond Donovan is a man of deep personal and 
professional integrity and honesty. A deeply 
religious man, he is fully committed to his 
Faith and to its moral principles. 

Over the many years that I have known 
him, he has shown always strength of char
acter and moral stature. His personal and 
family life, as well as the conduct of his busi
ness and other affairs, have been distin
guished by his character and moral princi
ples. Combined with these qualities is a 
mind and intelligence of substances and 
depth. His administrative ab111ties are evi
dent as his success in the management of 
his business affairs most amply manifest. 

The above qualities taken together with 
the warmth of his personality, his interest 
in and concern for those who must labor 
for their and their fam1lles' substance, make 
him ideally suited for the task our President 
asked of him. 

From 1967 on, for a period of twelve years, 
I served as Custodian General of a Missionary 
Society (Missionary Servants of the Most 
Holy Trinity). During that period of time, 
Mr. Donovan has been a member of our Lav 
Advisory Board. For the last six years he has 
served as Chairman of the Board. 

In his capacity as member, and later as 
Chairman, he has served us and our work un
stintingly, giving generously of his time, en
ergy, and wise counsel. In all of this he has 
shown time and again, personal commitment 
and deep concern for the poor and disad
vantaged whom we serve in this Country 
through our ministry. 

The Federal Government, and we the Peo
ple whom it serves, are fortunate to hs.ve 
men of caliber willing, at great personal sac
rifice, to give of themselves in service and 
devotion to the American People. 

I highly recommend Raymond Donovan 
as such a one. He will bring distinction to 
the Office of Secretary of Labor. Our Country 
and its working men and women w111 be well 
served by a man of such integrity, wisdom 
and prudence. 

With sentiments of personal esteem, I 
remain, 

Yours sincerely, 
Rev. STEPHEN QUINN. 

Mr. KENNEDY. Mr. President, I yield 
myself such time as I may require. 

I regret that I am unable to support 
the nomination of Raymond J. Donovan 
to be Secretary of Labor. Mr. Donovan is 
obviously a nominee of ability, and in 
many respects he has had an admirable 
career. From modest beginnings, he has 
risen to the top of his profession, and he 
now occupies a high position in the con
struction industry. He has received gen
erous commendations from many who 

know him, including well-known andre
spected persons in many different areas 
of endeavor. 

However, the Cabinet position to which 
Mr. Donovan has been nominated car
ries one of the highest obligations in pub
lic service. The Secretary of Labor is re
sponsible for the well-being of millions 
of American workers and their families. 
He must possess a high degree of inde
pendence and sensitivity on issues which 
intimately affect the quality of life for 
the Nation's working men and women. 
Although the record demonstrates Mr. 
Donovan's success in business, I believe 
the record fails to show that the nominee 
possesses that degree of independence 
and sensitivity essential in a Labor Sec
retary at this critical period in our Na
tion's history. 

In the past two decades, Mr. Donovan 
has been one of the leading officers in one 
of the leading firms in the construction 
industry in New Jersey. During much of 
that period, the industry has been beset 
by unusual pressures from corrupt indi
viduals to engage in activities that impair 
effective labor relations and undermine 
the very administration of law enforce
ment and criminal justice. In that en
vironment, the record before us, even 
accepting Mr. Donovan's testimony and 
re!ecting the specific allegations against 
him, fails to demonstrate a sensitivity on 
his part that would permit h1m to func
tion in his Cabinet post with full effec
tiveness. 

For example, Mr. Donovan testified 
that he had senior executive responsi
bility in his firm for labor relations, but 
he also testified that he was never in
formed when a subordinate officer and 
close colleaooue, who worked in the ad
joining office, was called before a Fed
eral grand jury investigating labor or
ganizations in connect~on with the firm's 
work on a subway project in New York 
City. Surely, even if we fully credit Mr. 
Donovan's testimony, we must believe 
that a responsible construction firm, 
concerned about its integrity, would be 
managed so that grand jury appearances 
of h igh level employees are reported im
mediately to the chief officer of the firm 
with responsibility in the relevant area. 
Yet, Mr. Donovan testified that he had 
no knowledge of these events. 

In connection with the firm's work on 
a New Jersey Turnpike project, Mr. 
Donovan approved the payment of a 
$13,000 check to what was later shown 
to be a fictitious supply company set up 
to channel cash to organized crime fig
ures. In spite of the large amount in
volved, no bills or invoices from the sup
ply company were found in the records 
of Mr. Donovan's construction firms-no 
invoice, lease or any other written docu
ment from the company with which 
Schiavone was doing business. 

How often are thousands of dollars 
authorized for expenditure without any 
written documentation from the seller, 
Mr. President? Is that not a system 
which lends itself to abuse, where thou
sands of dollars are authorized and ex
pended to people, who walk in off the 
street, offering services, with no check 
of their legitimacy? Is there not a higher 
obligation by the Schiavone Company so 

they do not end up being induced to 
dump on municipal lots where they 
should not? This kind of sloppy admin
istration is an exception to the norms of 
any legitimate business transaction. 
Surely, a responsible officer concerned 
about the integrity of his company would 
have taken appropriate steps to insure 
adequate documentation of significant 
transactions. 

Other allegations against Mr. Donovan 
raise similar questions and demonstrate 
a similar lack of sensitivity and percep
tion in dealing with critical issues. Dur
ing the course of the hearings, we heard 
testimony about a group of six individ
uals, who are considered to be reliable 
sources for the Federal Bureau of In
vestigation. None has any motives to 
mislead the FBI in this case. Each is in
dependent of the other, and they made 
some general charges and some specific 
ones. Mr. Donovan denies each of them. 

Accepting his denials, one must con
clude that six individuals with reliable 
track records, some having been key wit
nesses in successful prosecutions, inde
pendently of one another, manufactured 
general and specific allegations against 
the Schiavone company. Why would they 
do it? There is no readily apparent an
swer. But even conceding that they are 
wrong, and even accepting the sworn 
testimony of Mr. Donovan, we do have 
the two instances which I have referred 
to-one involving the Kantor Supply 
Co., and the other in connection with 
the 63d Street subway construction proj
ect. I shall include the complete report 
in the REcORD, Mr. President. 

I ask unanimous consent that the ad
ditional views of Senators KENNEDY, 
PELL, EAGLETON, RIEGLE, and METZENBAUM 
be printed in the RECORD. 

There being no objection, the mate
rial was ordered to be printed in the 
RECORD, as follows: 
ADDITIONAL VIEWS OF SENATORS KENNEDY, 

PELL, EAGLETON, RIEGLE, AND METZENBA"C'M 
I. INTRODUCTION 

The nomination of Raymond J. Donovan 
to be Secretary of Labor presents a compll
catea case and a difficult decision. It is al
most unique in the history of presidential 
nominations to the Cabinet because of the 
number and gravity of the allegations 
against Mr. Donovan. These allegations are 
even more disturbing because they come in 
areas over which the Secretary of Labor has 
direct jurisdiction-the integrity of labor or
ganizations, the soundness of union pension 
funds, and the Department's important role 
in the co-ordinated federal effort against 
organized crime. Mr. Donovan, in sworn tes
timony before the committee, vigorously de
nied each and every allegation. 

For over a month, both the Majority and 
the Minority of the Committee have worked 
to resolve these allegations on the basis of 
a complete investigation and with fairness 
toward Mr. Donovan. The Federal Bureau of 
Investigation has been unable either to cor
roborate or to disprove the many serious 
charges against Mr. Donovan. As members of 
the Committee, we believe that our col
leagues in the Senate are entitled to a thor
ough review of the available information 
before deciding how to vote on this nomi
nation. That is why we requested a Com
mittee report on this nomination, and why 
we have agreed that the full hearing trans
script be printed and available to all mem. 
bers. 
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In this section of the report we have at

tempted to summarize those areas which are 
most troublesome to us. 
U. SUMMARY OF MAJOR ALLEGATION AND QUES

TIONS 

A. mVING KANTOR CASE 

In a deposit-ion given to the Newark, N.J., 
U.S. Attorney's Office on January 2, 1970, 
Irving Kantor, dying of amyotrophic lateral 
sclerosis, stated: 

1. That he created a phony company called 
Kantor Supply for the purpose of receiving 
checks in return for false invoices-invoices 
for services never rendered. 

2. That he cashed the checks, kept 5 per
cent for himself and turned the rest over 
to people who we now know were associ
ated with organized crime. 

3. That these people directed him to go 
to the Schiavone Construction Company to 
deliver a blank invoice and pick up a check, 
which he did. 

Kantor's deposition makes it clear that his 
business with the Schiavone Company was 
similar to all the other transactions in the 
phoney account. The reasons for all these 
transactions, according to Kantor's trial 
testimony, was "certain contractors had to 
pay cash to bls (Mr. Joe Bioncone's) boss" 
(organized crime figure, Tony Biordo). 

The check in question in this case was in 
the amount of $13,000 and it was approved 
for payment by Raymond J. Donovan and 
deposited in the phoney Kantor Supply 
account. 

Mr. Donovan testified that the money was 
payment for the right to dump materi-als on 
a site in clos'C proximity to an ongoing con
struction job on the New Jersey Turnpike. 
He testified that the $13,000 was the going 
rate, the dump site was used and that the 
transaction was a legitimate business ex
pense. He testified that the arrangements 
would have ·been made by the field super
intendent, in the routine course of doing 
business, and would have required only 
a routine phone approval, by one of Schia
vone's executives. 

The superintendent on the job at the 
time, Mr. Charles Keener, acknowledges the 
initial contact was made through him, but 
states that the full arrangements for com
pleting the deal were made at Schiavone 
headquarters. He did not recall who at the 
headquarters was involved. 

It bas subsequently been shown that 
Irving Kantor did not own the lot for which 
he was paid $13,000; that no written contract 
or lease for use of the property existed; that 
no documents of any kind from the Kantor 
Supply Company-no bills, no invoices, were 
in the Schiavone Company's records. The 
only documentation available is the check 
signed by Mr. Schiavone, and an internal 
document indicating Mr. Donovan approved 
the payment. 

It is now believed that the lot upon which 
the materials were dumped was a Municipal 
lot, owner by the city of Newark. 

The question involved in the Kantor case 
is whether the Schiavone COnstruction Com
pany made a $13.000 payoff, approved by Mr. 
Donovan, in order to illegally dump material 
on a. municipal lot and thus save the con
siderable cost of transporting the material 
to another lot further from the job site, or 
whether the $13,000 was paid to dump on a 
lot which Schiavone believed was owned by 
Irving Kantor, who falsely represented to 
them that he owned the lot. 

B. 63D STREET CONSTRUCTION PROJECT 

On January 10, 1981, Mr. John Keeney, 
Deputy Assistant Attorney General, Criminal 
Division, Department o! Justice, approved 
as entirely accurate the contents of the fol
lowing memorandum prepared by sta.tr of 
this committee: 

"As part of an ongoing investigation of a 
Teamster Local in New York City, three em-

ployees of the Schiavone Construction Com
pany were questioned and appeared before a. 
grand jury. The three employees are: 

1. Joseph Di<Ja.rolis, Senior Vice-President. 
2. Mario Dapa.grasso, Job Superintendent 

art; the 63d Street subway project, New York 
City. 

3. James LaBrel, Superintendent of 11:00 
p.m., 7:00 a.m. shift at 63d Street subway 
project, New York City. 

The Justice Department reports that these 
employees informed them that a "ghost" em
ployee, :Mr. Joseph Murray, was placed on 
the payroll from November 1977 to June 1978. 
This was done pursuant to a meeting be
tween Harry Gross, the business agent of 
the Teamsters Local, and Mr. DiCarolis. At 
that meeting Gross demanded that Mr. Mur
ray be placed on the payroll on the 11 :00 
p.m. to 7 a.m. shift, as a price for labor peace. 
The Department reports that Mr. Murray 
was Mr. Gross' chauffeur. 

The Department further reports that Mr. 
Gross had ghost employees placed on the 
payrolls of three other companies. Mr. Di
Carolis bad never been subpenaed to appear 
before a grand jury. 

In testimony before the Committee Mr. 
Donovan stated that: 

1. Mr. DiCarolis is a close personal friend 
as well as a close business colleague whose 
office is adjacent to his own. 

2. Mr. DiCarolis never informed him that 
he, DiCarolis, had been subpenaed to appear 
before the grand jury; never informed him 
that other employees appeared before the 
grand jury; never informed him that records 
at the 63rd Street job site were subpenaed by 
the Justice Department. 

3. Mr. DiCarolis recently told him that he 
had not been extorted but had been simply 
complying with the terms of a collective bar
gaining agreement in hiring Mr. Murray. 
That agreement requires a. teamster working 
foreman to be the first person hired when 
a new shift is begun. Mr. Donovan stated 
that Mr. DiCarolis checked with Mr. William 
Finneran, General Manager of General Con
tractors Association and that Mr. Finneran 
told him the contract required him to hire 
whomever the Union designated-in this 
case, Mr. Murray. 

4. He personally checked with Mr. Fin
neran who verified this. On page 153 o! the 
hearing transcript Mr. Donovan stated: 

. .. I talked to Mr. Finneran on Saturday 
at his home in White Plains. He recalls the 
conversation and recalls the advice, totally 
in the context of him being asked to give 
advice, not in a theoretical way, but in a 
practical way. 

"Blll, is this what it called for and do we 
have to put this guy on." That's his memory. 
He can't pin down the date of that conversa
tion. 

The Justice Department told the Commit
tee staff however that Mr. DiCarolls never 
mentioned the General Contractors Associa
tion to the U.S. Attorney's office nor the fact 
that Mr. Murray was hired simply to fulfill 
a collective bargaining agreement. In fact 
Mr. John Kenney approved the contents o! 
the following memorandum prepared by 
committee staff: 

According to the Justice Department, Mr. 
DiCarolls, in his discussion with the U.S. 
Attorney's office, made no mention of the 
General Contractors Association (G.C.A.) as 
his reason for giving in to Gross's demand 
that he put a working teamster foreman on 
the 11:00 p.m. to 7:00 a.m. shift. Mr. Dl
Carolis told the government attorneys that 
because o! the noise factor, New York City 
laws prohibit the use of trucks on job sites 
after 11:00 p.m. He said he cited this to Mr. 
Gross indicating that since no trucks were 
used, no teamsters would be used and: there 
was therefore no requirements !or a teamster 
working foreman. He told the government at
torneys that when Gross persisted in his de
mands, he relented to maintain labor peace. 

Further, Mr. William Finneran told com
mittee staff that he did not receive a call 
from Mr. DiCarolis on this matter, but be
lieves his associate Ted King did and told 
him about it. Mr. King told committee staff 
he doesn't remember the call, but that he 
couldn't be sure that he hadn't received one. 

FinnCTan stated he told Donovan that he 
believed someone had been ~ailed, and if they 
were they would have read Mr. DiCarolis the 
contract which requires having a Teamster 
working foreman on any shift. Mr. Finneran 
advised committee staff that he would advise 
any contractor not to pay for someone who 
was not coming to work. 

Mr. Donovan acknowledged that Mr. Mur
ray never came to work. 

The questions raised by this incident are: 
Was the Schiavone Company a victim, 

along with other companies, of an extortion 
scheme requiring a ghost employee who never 
came to work to be placed on the payroll or 
was the company simply carrying out a col
lective bargaining agreement? 

Why did Mr. Donovan inaccurately testify 
about his conversation with Mr. Finneran? 

Is it reasonable to believe that Mr. Di
Carolis, a close personal friend and business 
asso~iate, in an office adjacent to Mr. Dono
van's, did not inform Mr. Donovan of the 
first Grand Jury subpoena he had ever re
ceived, particularly since it concerned Schia
vone business? 

C. RALPH PICARDO 

On January 14, 1981, the Committee re
ceived the following information from Wil
liam H. Webster, Director of the Federal Bu
reau of Investigation: 

A protected government witness, who has 
provided reliable information in the past 
and has furnished valuable testimony in 
three successful prosecutions, advised on 
January 13, 1981, that he became involved 
with the Schiavone Construction Company 
(SCC), Se~aucus, New Jersey, in late 1967 
or early 1968. This witness stated he visited 
sec on fifteen to twenty different occasions 
to pick up payments for "labor peace" in the 
guise of billings for truck rental which never 
took place. This witness stated he delivered 
the bills and received payment from an indi
vidual whom he identified as Raymond Don
ovan. 

Bureau Findings: Cannot be corroborated 
or disproved; Eboll and Briguglio are both 
deceased. 

3. Allegation: Mr. Picardo states that Bri
guglio told him that he was .receiving direct 
cash payoffs from "Ray, the boss of Schia
vone". 

Bureau Findings: Cannot be corroborated 
or disapproved. 

4. Allegation: Mr. Picardo stated that his 
truck company, Taylor Trucking, hauled 
slabs for the Precast Concrete Company to a 
Schiavone work site. "Mr. Picardo stated that 
Taylor Trucking would often haul the same 
slab of precast concrete to the sec site as 
often as twenty times, receiving payment for 
the haul on each occasion. He stated he would 
be paid directly by Precast Concrete, as would 
Armand Faugno, who was selling "labor 
peace" at that time to Precast Concrete. The 
money to make these payments was obtained 
from the overpayments by Schiavone Con
struction Company to Precast Concrete for 
goods not received." 

Michael Anthony Gretchin, a driver for 
Mr. Picardo, told the FBI that Picardo usually 
referred to the individual at Schiavone as 
"Ray" but used the name Donovan once. 
(Picardo states he didn't know Ray's last 
name at that time.) According to the FBI 
Report: 

Gretcbin stated, that !or bookkeeping pur
poses, he was paid for driving Picardo by 
being a ghost driver for loads that were not 
shipped. The ghost loads were on Coastal 
Trucking a.nd concerned precast concrete 
items for the Long Island Expressway. 



. 

February 3, 1981 CONGRESSIONAL RECORD-SENATE 1447 

Mr. Donovan testified that his company did 
no work on the Long Island Expressway. 

Bureau Findings: The FBI testified they 
could neither corroborate nor disprove the 
allegations with regard to the Precast Con
crete company's dealings with Schiavone. 

The FBI testified at the Committee be~r
ings that Mr. Picardo has been a reliable m
formant and has been an important ~itness 
in four successful p1·osecutions. The?' m t end 
to use him again as an important w1tness m 
an upcoming prosecution. They c~n detect ~o 
motive for Mr. Picardo to intent10nally IDlS
lead them in this case. Finally, the l"Bl testi
fied that although they had not corroborated 
Mr. Picardo's allegations, they had not dis
proved them either. 
D. FIVE OTHER FBI INFORMANTS AND SOURCES 

Five other FBI sources, a.ll of whom are 
described as reliable, who are independent 
of one another, and who have no known 
motives to mislead the FBI in this case, have 
made very similar general allegations against 
the Schiavone Company. These sources al
lege that the Schiavone Construction Com
pany is, as reported in the FBI report, 
"mobbed up", that is, that executives of the 
Schiavone Company allegedly have social and 
business contacts with organized crime 
figures. 

The FBI testified that these general alle
gations may or may not be true, that they 
could neither corroborate nor disprove them. 

Three of these sources made specific alle
gations as well. 

According to the FBI Report: 
One source indica-ted the upper manage

ment of sec ls closely aligned with orga
nized crime elements through its contacts 
with Jopel Construction headed by William 
Masselli, who is an alleged self-admitted 
"soldier" in an organized crime group. This 
source alleges Mr. Donovan is acquainted 
with organized crime figures through Mas
sell! on a business and social basis. 

The FBI can neither corroborate nor dis
prove these allegations. 

Another one of these sources, contacted by 
the FBI after their report to the committee 
was completed, alleged that the Schiavone 
Company had a reputation of having ties 
with the Genovese organized crime famlly. 
This source mentioned the following three 
members of the Genovese family as having 
ties with the Schiavone Company. 

1. Joey Adams 
2. Peter LaPaco 
3. Tlno Fiumara 
This source further alleged that he heard 

Raymond Donovan's name mentioned in a 
conversation as a contractor who obtained 
state contracts by bid rigging on behalf of 
the Schiavone Company. Also present at the 
alleged conservation were Sam Malfitano and 
an employee of his named Mike. 

The FBI reports it has conducted no in
vestigation of the allegations from this 
source who is acknowledged by the FBI to 
be reliable. A former Justice Department offi
cial who dealt closely with this source de
scribes him as extremely reliable. 

Another one of these five sources said he 
was advised that two other individuals were 
"bagmen" for Sal BrigugUo and made pick
ups from Raymond Donovan. This source 
further alleges that he Is aware of payoffs 
from the Schiavone Constructlon Company 
to Anthony Provenzano and Sal Briguglio. 
This source also reports having seen Bri
guglio at Sid Allen's restaurant with an in
dividual later identified to him by Briguglio 
as "thick with Donovan." 

One of the two other alleged bagmen fs 
dead. The other denied these allegations to 
the FBI. The FBI has neither corroborated 
nor disproved these aUegatlons. 

E. TRUCKING INDUSTRY NEGOTIATOR 

A trucking industry negotiator told the 
Committee staff that on two separate occa-

sions at two different restaurants he saw 
Sal Briguglio having lunch with another in
dividual identified for him as "a Schiavone 
represen ta.ti ve". 

ADDITIONAL VIEWS OF SENATOR RIEGLE 

In addition to joining in the additional 
views of Senators Kennedy, Pell, Eagleton, 
and Metzenbaum, I would like to include in 
this report the remarks I made when voting 
present on Mr. Donovan's nomination in 
Committee on January 29, 1981: 
REMARKS OF SENATOR RIEGLE WHEN VOTING 

PRESENT IN COMMITTEE 

I think it is clear from what has been said 
so far that this is a matter that we are all 
struggling with in our own way. It is not a 
clear-cut matter, at least in my mind. I 
think for those of us who experience the con
firmation process, and this is the second 
time for me and I know for some colleagues 
it is the first time-others like Jennings 
Randolph have been through this a number 
of times--this is an area where there are 
precedents in law and our early national 
history about our advise and consent author
ity that requires a great deal of thought and 
independent judgment as to exactly how it 
is to be exercised. 

This situation is different but it has some 
parallels. I do think that a confirmation 
vote, is a ratifying vote, speaking personally, 
and I will have to, in my own mind, feel 
clear about casting a ratifying vote. I have 
to be able to feel comfortable and sound 
about adding a positive and affirmative 
statement of my own to that of the judg
ment of the President who submitted this 
nominee. 

I think the issue, the larger issue, has 
perhaps not been spoken about as much as 
a lot of the details that relate to it. I see. two 
reasons why this is a matter of enormous 
consequence for the country. 

One is that the Labor Department is an 
essential department within the gvoernment. 
It is the place where the problems and real
ities of working men and women across the 
United States are dealt with and handled, 
and it is essential that the person in that job 
be someone of extraordinary ability as well 
as someone where there is absolutely noma
terial reason to have any question about 
them in any fashion at all. It is a.n impor
tant department. It does not get as much 
public attention perhaps as some of the 
others, but that makes it no less important 
in my mind. 

The second point I would raise is the po
tential risks to the <:ountry if in fact any of 
the allegations that were made in this case 
had foundation. We have not had an abso
lute, clear-cut disposition one way or the 
other as I have listened to the FBI testify 
in this matter as recently as our last hear
ing here. 

But the thing that concernes me-and I 
particularly want to share this with my Re
publican colleagues; I once served on that 
side, so I do not feel completely removed 
from your circumstance-the thing that con
cerns me is the possible risk to the country 
if we ever were to err in judgment wherein 
either organized crime or any element of 
organized crime or anyone who was suscepti
ble to organized criminal elements should 
ever penetra.te the Cabinet of the United 
States or the inner circle of the Presidency 
of the United States. If that ever were to 
occur, I think it would be a very dangerous 
breach of the national security. 

I am not suggesting that this is the case 
with this nominee. I am suggesting that is 
my worry and my concern. 

Senator Eagleton has made the point-
and I agree with it-that if this nominee 
were a person of towering reputation and 
stature in this field over a period of years, I 
would give that considerable weight. That is 
not the case here. That is not 1n any way to 

take away from Mr. Donovan's other qualifi
cations: the fact that he has worked hard; 
that he has been successful in the private 
sector; that he is a family man. These are 
certainly admirable aspects of his makeup 
and circumstances and things that one would 
expect, I think, in any Cabinet officer. 

But in the absence of the kind of tower
ing reputation in the labor field, I think we 
must look even more carefully when any 
doubts are raised. 

Like some others who have spoken here, 
I want to reserve a final judgment in this 
matter until we actually are at the point on 
the Senate Floor where the debate is finished 
and we are rel.dy to vote. I want to read the 
Committee record carefully. I think this is 
one time that our colleagues in the Senate 
should be urged to read the record. They 
should have, I think, sufficient time to study 
the record and I hope they will. 

To conclude my thoughts, I must say that 
I am troubled about this nomination. I have 
tried to spend as much time here 1n the 
Committee during the course of the testi
mony, both when Mr. Donovan has been 
present and other witnesses have been pres
ent, to try to assess what has been said by 
everyone who has testified here. I do think 
that we are at a point now where the issue 
has to transfer from this Committee's Juris
diction to the Senate Floor. I think we have 
gone as far as we usefully can at this point 
and I think it is now a matter for decision 
by the Senate as a whole. 

I still have material, unresolved doubts in 
my mind and they may never be satisfied. 

But I want to continue to review this mat
ter with great care and reserve a final judg
ment until we are on the Senate Floor. But 
I would hope that the reservations that some 
of us have will be a signal to the country 
and to our colleagues that this is a matter 
that requires very close attention and the 
most careful consideration, and I trust that 
it wm receive that. 

Mr. KENNEDY. Mr. President, be
cause I give both of these cases such 
h~avy priority and because I believe that 
the testimony that was given by Mr. 
Donova~n himself, referring to both of 
these cases, shows, really, insensitivity 
to one of the important areas to which 
a Secretary of Labor is going to have to 
give important priority, I am led to the 
conclusion of a "nay'' vote on this nom
ination. 

First of all, in the Irving Kantor case, 
in a deposition given to the Newark, N.J., 
U.S. attorney's office on January 2, 1970, 
Irving Kantor, dying, stated that he 
created a phony company called Kantor 
Supply for the purpose of receiving 
checks in return for false invoices, in
voices for services never rendered; that 
he cashed the checks, kept 5 percent for 
himself, and turned the rest over to peo
ple we now know were associated with 
organized crime; that these people di
rected him to go to the Schiavone Con
struction Co. and deliver a blank invoice 
and pick up a check, which he did. Kan
tor's deposition made it clear that his 
business with Schiavone was similar to 
all the other transactions in the phony 
account. The reasons for these transac
tions, according to Kantor's trial testi
mony, was "that certain contractors had 
to pay tribute to his (Joe Bioncone's) 
boss," <organized crime figure Tony 
Biordo). 

The check in question in this case was 
in the amount of $13,000 and it was ap
proved for payment by Raymond J. 
Donovan and deposited in the phony 
Kantor Supply account. 
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Mr. Donovan testified that the money 
was payment for the right to dump ma
terials on a site in close proximity to an 
ongoiD~ construction job on the New 
Jersey Turnpike. He testified that t?e 
$13,000 was the going rate, the.dump s1te 
was used and tha.t the transact10n was a 
legitimate business expense. He testified 
that tJ1e arrangements would have been 
made hy the field superintendent, in the 
routine course of doing business, and 
would have required only a routine 
phone approval, by one of Schiavone's 
executives. 

The I)Uperintendent on the job at the 
time, Mr. Charles Keener, acknowledges 
the initial contact was made through 
him, but states that the full arrange
ments for completing the deal were 
made at Schiavone headquarters. He did 
not recall who at the headquarters was 
involved. 

It has subsequently been shown that 
Irving Kantor did not own the lot ~or 
which he was paid $13,000; that no writ
ten contract or lease for use of the prop
erty existed; that no documents of any 
kind from the Kantor Supply Co.-no 
bills, no invoices, were in the Schiav?ne 
Co.'s records. The only documentat10n 
available is the check signed by Mr. 
Schiavone, and an internal document 
indicating Mr. Donovan approved the 
payment. 

It is now believed that the lot upon 
which the materials were dumped was a 
municipal lot, owned by the city of 
Newark. 

So we have a situation, Mr. President, 
where apparently, any individual could 
come up to the superintendent who was 
working on the job, and say that he had 
a lot on which dumping would be wel
comed. There was no review of whether 
that individual did, in fact, own the lot, 
or any investigation about the individual 
whatsoever. That superintendent called 
back to the headquarters and got ap
proval for the payment of a check for 
some $13,000, a decision made internal
ly. Mr. Donovan made the statement 
that he could not remember the in
stance, but he may or may not have ap
proved it. The internal document with
in the Schiavone Co. does ·bear the ini
tials of Mr. Donovan; and eventually, 
the fill was dumped on that lot, which 
eventually was shown to be a municipal 
lot. 

No bill was given or sent by the Kan
tor Supply Co. No invoice was received. 
The only document was an internal 
document of the Schiavone Co. 

We have to ask ourselves about the 
payment of $13,000. We know now that 
it was basically paid into a phony ac
count that was used by organized crime 
figures. We know that on the basis of 
sworn testimony. 

We have to ask ourselves whether that 
is the way to do business. Mr. Donovan 
has indicated that that is the way of do
ing business in the construction busi
ness with regard to dumping fill. But we 
have to ask ourselves whether that is 
the way in which any company or any 
c~rporation should be doing business, 
With that sizable amount, $13,000, and 

whether that is the best way of doing 
business. 

Quite clearly, in a climate and in an 
atmosphere, as we have seen, where a 
number of construction companies have 
been the targets of organized crime, not 
only in northern New Jersey but also in 
other parts of the country, doing busi
ness in this way would make such a 
company a target for organized crime. 
That is why I believe that instance is 
of importance and is of concern, even 
accepting the explanations that were 
given by Mr. Donovan during the course 
of the hearings. 

The second instance was the 63d 
Street construction project. 

On January 10, 1981, Mr. John Keen
ey, Deputy Assistant Attorney General, 
Criminal Division, Department of Jus
tice, approved as entirely accurate the 
contents of the following memorandum 
prepared by staff of this committee: 

As part of an ongoi.ng investigation of 
a. Teamster Local in New York City, three 
employees of the Schiavone Construction 
Company were questioned and appeared be
fore a. grand jury. The three employees are : 

1. Joseph DiCa.roUs, Senior Vice-President. 
2. Mario Ca.pagrasso, Job Superintendent 

at the 63d Street subway project, New York 
City. 

3. James LaBrel, Superintendent of 11:00 
p.m., 7:00 a.m. shift at 63d Street subway 
project, New York City. 

The Justice Department reports that these 
employees informed them that a. "ghost" em
ployee, Mr. Joseph Murray, was placed on 
the payroll from November, 1977 to June, 
1978. This was done pursuant to a. meeting 
between Harry Gross, the business agent of 
the Teamsters Local, and Mr. DiCarolis. At 
that meeting Gross demanded that Mr. Mur
ray be placed on the payroll on the 11 :00 
p.m. to 7:00 a .m. shift, as a. price for labor 
peace. The Department reports that Mr. 
Murray was Mr. Gross• chauffeur. 

The Department further reports that Mr. 
Gross had ghost employees placed on the 
payrolls of three other companies. Mr. Di
Carolis had never been subpenaed to appear 
before a. grand jury. 

This was the first time he ever was 
subpenaed. 

In testimony before the committee Mr. 
Donovan stated that: 

1. Mr. DiCarolis is a. close personal friend 
as well as a. close business colleague whose 
omce is adjacent to his own. 

2. Mr. DiCarolis never informed him that 
he, DiCarolis, had been subpenaed to ap
pear before the grand jury; never informed 
hlm that other employees appeared before 
the grand jury; never informed him that 
records at the 63rd Street job site were sub
penaed by the Justice Department. 

This was in spite of the testimony that 
was given by Mr. Donovan that he had 
prime responsibility within the company 
for labor-management relations and for 
all labor matters relating to that com
pany. 

3. Mr. DiCa.rolis recently told him that he 
had not been extorted but had been simply 
complying with the terms of a. collective 
bargaining agreement in hiring Mr. Murray. 
That agreement requires a. teamster working 
foreman to be the first person hired when a. 
new shift is begun. Mr. Donovan stated that 
Mr. DiCarolis checked with Mr. William Fin
neran, General Managers of General Con
tractors Association and that Mr. Finneran 

told him the contract required him to hire 
whomever the Union designs. ted-in this 
case, Mr. Murray. 

4. He personally checked with Mr. Finneran 
who verified this. On page 153 of the hearing 
transcript Mr. Donovan stated: 

" ... I talked to Mr. Finneran on Saturday 
at his home in White Plains. He recalls the 
conversation and recalls the advice, totally 
in the context of him being asked to give 
advice, not in a theoretical way, but in a. 
practical way. 

" 'Bill, is this what it called for and do we 
have to put this guy on.' That's his memory. 
He can't pin down the date of that conver
sation.'' 

The Justice Department told the com
mittee staff however that Mr. DiCarolis 
never mentioned the General Contrac
tors Association to the U.S. Attorney's 
office nor the fact that Mr. Murray was 
hired simply to fulfill a collective bar
gaining agreement. In fact Mr. John 
Keeney approved the contents of the fol
lowing memorandum prepared by com
mittee staff: 

According to the Justice Department, Mr. 
DiCarolis, in his discussion with the U.S. At
torney's omce, made no mention of the Gen
eral Contractors Association (G.C.A.) as his 
reason for giving in to Gross's demand that 
he put a. working teamster foreman on the 
11:00 p.m. to 7:00 a.m. shift Mr. DiCaroUs 
told the government attorneys that because 
of the noise factor, New York City laws pro
hibit the use of trucks on job sites after 
11:00 p .m. He said he cited this to Mr. 
Gross indicating that since no trucks were 
used, no teamsters would be used and there 
was therefore no requirements for a. team
ster working foreman. He told the govern
ment attorneys that when Gross persisted in 
bis demands, he relented to maintain labor 
peace. 

Further, Mr. William Finneran told 
committee staff that he did not receive 
a call from Mr. DiCarolis on this matter, 
but believes his associate Ted King did 
and told him about it. Mr. King told 
committee staff he does not remember 
the call, but that he could not be sure 
that he had not received one. 

Finneran stated he told Donovan that 
he believed someone had been called, and 
if they were they would have read Mr. 
DiCarolis the contract which requires 
having a Teamster worltlng foreman on 
any shift. Mr. Finneran advised com
mittee staff that he would advise any 
contractor not to pay for someone who 
was not coming to work. Mr. Donovan 
acknowledged that Mr. Murray never 
came to work. 

The questions raised by this incident 
are: 

Was the Schiavone Co. a victim, along 
with other companies, of an extortion 
scheme requiring a ghost employee who 
never came to work to be placed on the 
payroll or was the company simply car
rying out a collective bargaining agree
ment? 

Why did Mr. Donovan inaccurately 
testify about his conversation with Mr. 
Finneran? 

Is it reasonable to believe that Mr. Di
Carolis. a close personal friend and busi
ness associate, in an office adjacent to 
Mr. Donovan's, did not inform Mr. Dono
van of the first grand jury subpena he 
had ever received, particularly since it 
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concerned Schiavone business, and par
ticularly since it related to labor rela
tions? 

The issues raised py Mr. Donovan's 
nomination are serious and complex. 
They are virtually unprecedented in the 
history of Senate consideration of nomi
nees to the Cabinet. In reaching my de
cision today, I have sought to examine 
the material available to us in the most 
favorable light for Mr. Donovan. But by 
that standard, I cannot vote to confirm 
his nomination. 

Mr. President, what I have tried to do 
in the consideration of this nomination 
is to recognize that there have been a 
number of individuals who have been 
reliable sources for the FBI, some of 
whom continue to provide testimony 
which will be used in trials and all of 
whom are recognized as reliable. They 
have made statements; they have made 
allegations. Some have been specific with 
regard to Mr. Donovan; some have been 
general with regard to the company and 
Mr. Donovan's activities in the company. 

Mr. Donovan has denied those state
ments and those comments, and he has 
done so in sworn testimony before the 
committee. 

I do not rest my vote on those allega
tions and those charges. I believe that if 
those were the only allegations and the 
only charges and given the results of the 
investigation by the FBI it is entirely 
appropriate to give the benefit of the 
doubt to the nominee. 

There may be others in the Senate 
who might draw different standards on 
it, but with regard to my own position I 
am willing to give the benefit of the 
doubt to the nominee since the allega
tions have not been substantiated, 
although a case can certainly be made 
that they have not been disproved either. 
Yet they may be of sufficient concern to 
Members who they feel they would have 
to vote "nay" on this nomination partic
ularly given the fact of the extremely 
important responsibilities that a Secre
tary of Labor does have in reviewing 
union pension funds and other criminal 
justice activities such as labor racketeer
ing, that fall within the jurisdi:tion of 
Department of Labor. 

But what I basically rest my vote on 
are the two instances which I have men
tioned here-the testimony of Mr. Don
ovan himself and the explanation that 
he has given with regards to those in
stances which I think indicate a fiawed 
sensitivity to the dangers of the crimi
nal activity. The failing to establish 
within his own company procedures or 
processes which would fiag any threat 
to the basic and fundamental integrity 
to the company and whereby company 
officials would be alerted to such a 
threat. 

It does seem to me that a Secretary 
of Labor should have that degree of sen
sitivity, knowledge, understanding, and 
perception if he is going to manage one 
of the most importat jobs in our Govern
ment, such as the Secretary of Labor. 

Mr. President, I retain the remainder 
of my time. 

Mr. HATCH. Mr. President, I yield 7 
minutes to the distinguished Senator 
from Oklahoma. 

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

Mr. NICKLES. Mr. President, it is my 
privilege, today, to speak on behalf of 
Raymond J. Donovan, President Rea
gan's nominee for the Cabinet Office of 
Secretary of Labor. I have chosen to 
speak for Mr. Donovan only after seri
ous consideration and examination of 
the evidences gathered at the hearings 
conducted by the Labor and Human Re
sources Committee. 

First, as one who is new to the Sen
ate, I feel the weight of this choice and 
it is responsibility with a special aware
ness. I count this decision and stance as 
one of my most important in these first 
days of office. 

Second, I think that we all recognize 
that the American people are, at this 
time, trying to build up faith and trust 
in their Government once again. If we 
were to make a mistake and err in judg
ment in this, or any of our Cabinet con
firmations, the consequences of disap
pointment and cynicism would be pain
ful for us all. 

Third, my position as chairman of the 
Subcommittee on Labor makes this par
ticular confirmation especially important 
to me. The person ho~ding this position 
must be someone who we can trust and 
someone who has unquestioned integ
rity. 

Mr. Donovan brings certa1n business 
qualifications which are almost un
ell_ualled. He has proven that a person 
can rise up and make the American 
dream a success. He is a person who 
has taken a small investment and 
turned it into a large successful busi
ness enterprise, and he not only helped 
himself but also helped many individ
uals who he now employs. 

I believe Mr. Donovan's firm, as re
ported in the committee, employs some
tb;ng like 1,500 indivtdua1s. These in
dividuals each are probably making in 
excess· of $20,000 per year. 

I think it is vitally important that 
the Secretary of Labor be able to reo
resent and benefit both sides, the man
agement side and certainly the labor 
side. 

I think Mr. Donovan's insight in this 
area will be exceptional. 

Throughout the testimony and the 
charges that were made, one of the im
portant things that came out of the 
hearings was the involvement of ad
mitted extortionists and even a con
victed murderer like Mr. Picardo with 
some labor union which was shocking 
to myself and I believe to my colleagues 
on the committee. 

I am hopeful that one of the top pri
orities of the Labor Committee will be 
an investigation into these kinds of al
legations of widespread labor abuse and 
what their potential effects would be 
on business and consumers. 

For this reason, I believe it is impera
tive that the Secretary of Labor be 
someone who will work wholeheartedly 
with the committee in this effort. 

For the record, I shall read Mr. Don
ovan's testimony on this from the 
hearing. 

The chairman of the committee said 
to Mr. Donovan: 

Do you believe the Government's focus 
on organized crime's influence on the labor 
movement is overstated, understated, or just 
about right at the present time? 

Mr. Donovan said: 
I don't know tbe extent of these in

vestigations, so I couldn't co:nment on 
whether it's overstated or understated. 

I would say this, that 1f this type of crime 
exists, it should be rooted out and, as Sec
retary of Labor, I assure you that I will 
root it out. 

The chairman then said: 
Then do you see yourself as an active secre

tary in regard to pursuing organized crime's 
influence on the labor movement? 

Mr. Donovan replied: 
Yes; on the grounds of morality, but also 

on the grounds that they are impeding the 
right of the wage earners of this country. 

The chairman then said: 
And I presume that if there are com

panies that are involved in organized crime, 
that you would be just as interested in 
pursuing investigations pertaining to them 
as well? 

Mr. Donovan said: 
That is correct, Senator. 

So here we have a man who has been 
nominated by President Reagan and re
viewed by our committee to be Secre
tary of Labor. At a time when trust in 
the basic institutions of our Nation is so 
crucial, I feel that in this confirmation 
decision, it would be especially destruc
tive to ignore one of our basic premises 
of justice • • • that a man is innocent 
until proven guilty. In this situation, Mr. 
Donovan has testified before us of his 
innocence, he has opened up all his com
panies financial records for review, and 
he has been thoroughly investigated by 
the FBI. All of these have testified to 
nothing other than his innocence and 
good character. 

No supportive evidence has been found 
or produced that would incriminate Mr. 
Donovan in any way whatsoever. 

I believe the essential question is who 
do we believe, Mr. Donovan and the FBI, 
or unnamed sources or sources that re
fuse to come before the committee and 
testify? 

To conclude my statement, I feel that 
not to confirm Ray Donovan as Secre
tary of Labor would do an injustice to 
ourselves and to those we represent. 

To look at a man and declare him 
guilty because of some convicted crim
inal's allegations would be a miscarriage 
of justice. We would make a mockery of 
our heritage and discredit ourselves be
fore Mr. Donovan and before the people 
of this country. 

Mr. President, at this time I compli
ment Senator HATCH, the committee 
chairman. for his sensitive effort in the 
investig-ation and also that of the FBI. 
Mr. Webster's group had 27 individuals 
thoroughlv reviewing and investigating 
all the allegations that were made and 
could find nothing to Mr. Donovan's 
detriment. 

I cast my vote in support of Mr. 
Haymond Donovan to be our new Secre
tary of Labor. and I urge my colleagues 
to join me in his confirmation. 

The PRESIDING OFFICER (Mr. DAN
FORTH) . The Senator from Wisconsin. 
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Mr. PROXMffiE. Mr. President, I 
understand I have 30 minutes and I 
yield myself 30 minutes. 

I have a short statement which will 
take me about 2 minutes to deliver, but 
before I do that I want to say to my good 
friend, the chairman of the committee 
and manager of the nomination, Chair
man HATCH, I am going to have a series 
of questions to ask him about the 
nominee. 

Mr. President, Mr. Donovan may or 
may not be Snow White. What concerns 
this Senator is whether or not under his 
secretaryship of the Department of 
Labor we can have the kind of viable, 
strong, effective labor movement this 
country needs. Economic democracy is 
not simply a matter of being able to vote 
in an election. Economic democracy is 
being able to have a union that will rep
resent employees and will enable them 
to have 'a real voice in their salaries, 
their wages, their working conditions. 

It is so important that the Secretary 
of Labor provide that kind of leader
ship in this country because we have 
had a declining representation in the 
work force by organized labor for many 
years. In 1953 almost 30 percent of the 
work force was in organized labor. By 
1970 it had declined to 25 percent; by 
1978 to 22 percent. It has been going 
down steadily. One of the reasons for it, 
of course, is many parts of the country 
have an open shop, deny the right of a 
union to have security with a union shop. 

That is one thing that concerns me 
about this nominee. But, Mr. President, 
I think we should recognize that while 
the President of the United States was 
elected as a conservative-and he is a 
conservative-he is also, as he has said 
many times in the campaign, the only 
President who has ever been the presi
dent of a union. 

I think President Reagan appreciates 
the strength in a society having a strong 
union movement. I think anybody who 
was skeptical about that should reflect 
on what has happened in Poland in the 
last year. The biggest event of 1980, in 
my judgment, in Poland, was the tremen
dous strength and courage shown by the 
union movement, and certainly if there 
is a beginning of freedom in that country 
it is going to come from the fact that 
there is another site of power besides 
government, and that is the union move
ment. It is equally important in our 
country. 

Mr. President, the nominee for Secre
tary of Labor, Mr. Raymond Donovan, 
when approved, will run a very, very 
large Department. 

The Budget Authority proposed for 
fiscal year 1982 is $37 bUli.on. The outlays 
for fiscal year 1982 are estimated at $34.5 
billion, an estimate based on a very opti
mistic figure for unemployment and un
employment benefit payments. It could 
be very much higher. 

This is a department which in fiscal 
year 1981 will employ 22,300 people. The 
new budget is proposing an increase in 
personnel for the Department to 22 600 
or a 300 increase. ' ' 

This Department runs a vast array of 
public programs. It has a large network 
of employment and training programs 

including CETA, which is often contro
versial and about which many questions 
have been raised. 

It pays out billions in unemployment 
benefits. 

It prepares the unemployment figures, 
and compiles the Consumer and Pro
ducer Price Indexes upon which social 
security payments, retirement benefits, 
and wage contracts depend. 

It spends $242 million a year for sal
aries and expenses for the Occupational 
Safety and Health Administration, one 
of .the most controversial of all Federal 
agencies. 

It enforces the mine safety laws and 
regulations, the black lung program, the 
minimum wage laws and regulations, and 
other programs. 

It generates as many or more regula
tions than almost any agency of the Gov
ernment and is responsible for vast 
amounts of paperwork in the surveys of 
its agencies and in the enforcement of its 
programs. 

In other words this agency epitomizes 
virtually every issue that President Rea
gan and his administration ran on in the 
last election. 

Here is a big spending bureaucracy
$34.5 billion; with thousands of em
ployees--22,600; which puts out reams of 
regulations for OSiiA, mine safety, and 
minimum wage; and which is one of the 
three or four agencies which generate the 
most paperwork. 

I therefore looked forward to the an
swers to the questions which I submitted 
to Dr. Donovan, and to every other one of 
the President's nominees, inquiring what 
he was going to do to carry out President 
Reagan's campaign promises to cut the 
budget, cut personnel, and vastly reduce 
the burden of regulations and the oner
ous nature of paperwork. 

I did ask him those questions. Now I 
want to ask the chairman of the com
mittee, the manager of the nomination, 
the Senator from Utah <Mr. HATCH) 
about the answers to these questions. 

I first asked Mr. Donovan where he 
would cut his budget for fiscal year 1982, 
and what his budget priorities would be 
if he were required to make cuts of 10 
percent or more, and here is what he 
said: 

It would be inappropriate for me to com
ment specifically on these matters at this 
time. In general I believe that specific reduc
tions can be made within the Department 
in areas where programs are le""s effective or 
less well focused on those truly in need. 

Mr. President, for an administration 
which was going to hit the ground run
ning it is indeed a most vague and gen
eral reply. 

May I ask the chairman if, in his ad
ditional testimony, Mr. Donovan gave 
any indication of what specific cuts he 
might m3.ke in the Department of Labor 
budget? 

Mr. HATCH. Of course, his testimony 
can speak for itself. In the record we 
have filed I believe he did indicate he 
would try to run a tight ship at the De
pa_rtment of Labor, and that his sympa
thles were with the distinguished Sena
tor from Wisconsin in cutting down on 
unnecessary expenses and budgetary 
expenditures. 

Mr. PROXMffiE. Did he make any 
more specific information-provide any 
more specific information in personal 
conversations? I know the distinguished 
chairman worked very hard on this nom
ination, as well as other nominations, 
and had a number of conferences with 
the distinguished Secretary-designate. 

In those conversations was there any 
indication where he would cut the 
budget? 

Mr. HATCH. Yes; in a number of con
versations he has indicated to me he is a 
fiscal conservative, that he believes the 
Department of Labor needs to ·be run in 
a fiscally conservative way; that he will 
try to cut out waste, fraud, mismanage
ment; and if there is any corruption, cut 
that out, and that he will act in an all
around responsible managerial way. 

He cited to me personally on more 
than one occasion the extensive experi
ence he has had as a manager of his own 
business, and which is not insignificant, 
because his business has completed, as I 
recall, about $1 billion in contracts com
pleted, and still has around some $'100 
million of contracts in esse, doing about 
$150 million a year. So he is familiar with 
large amounts of money, with manage
ment systems, with computer systems, 
and with the need to tighten up and stop 
unnecessary spending. He has indicated 
he will try to do that. 

In addition, although not directly re
lated but, perhaps, nevertheless, indi
rectly related, he has indicated that he 
is as interested as tne distinguished 
ranking minority member and I am in 
trying to cut down the fraud and abuse 
and criminal activity of both business 
and labor unions which can rip off the 
working men and women of America. So 
I presume there will be an effort along 
those lines to investigate criminal ele
ments within the business and labor 
movement in America. 

Mr. PROXMmE. I very much appre
ciate the answers, and I believe the f:)en
ator from Utah is doing an excellent job 
with, unfortunately, limited information. 

Mr. HATCH. I thank the Senator. 
Mr. PROXMffiE. I really regret that 

the nominee was unable to specify any 
area. For example, Secretary Sch 'Weiker, 
Secretary Pierce, and others were able to· 
cite specific areas where they would 
make reductions and indicated they had 
a goal that they would move toward. 

In this case the nominee just gave us 
generalities, which are reassuring, I 
guess, to some people, but to me they are 
the kind of generalities that every Secre
tary of Labor we have ever had would 
make. 

Mr. HATCH. Well, he has expressed
maybe I am not doing the nominee jus
tice-his desire to cut back in the abuse 
of funds in, I think, a number of areas. 
I think he has been very guarded, since 
the DepartmenJt of Labor is a very com
plex and very difficult Department to ad
minister, in coming out with any specific 
major programs. 

He has, for instance, indicated to me 
personally that since the GAO has esti
mated that the Davis-Bacon Act, for in
stance, is costing somewhere between 
$700 million to $3 billion we estimate in 

; 

! 
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unnecessary taxpayer costs, that he will 
certainly look at that. 

He is certainly going to look at OSHA, 
he is certainly going to look at EMSHA, 
and he is going to look at all of these 
various functions and tighten them up. 

Another area where I have had some 
indications is in the misuse of funding 
with regard to unemployed compensa
tion. These are areas that he is going to 
have to get into. He had very little ma
terials at the time of his examination to 
be really able to say much more speci
fically what he is going to do. 

Mr. PROXMIRE. Mr. President, I am 
disappointed because the President cam
paigned for a long time on making these 
cuts. He has appointed a man obviously 
of ability, a man who has been a very 
successful businessman. It would seem to 
me that somebody who had been associ
ated with dealing with unions, as he has, 
would have some, and the Labor Depart
ment would have some, definite ideas of 
where to make reductions. 

I asked him about personnel cuts. I 
asked: 

What is your goal for cutting total employ
ployment in your department? Where, how 
many, and when would these cuts take place? 

He replied that he would examine that 
in relation to program policies. I gather 
that means if the policies and programs 
he had to carry out would need addi
tional people, then he would try to get 
additional people. I found that to be a 
very general and unsatisfactory answer. 

But I want to ask the chairman of the 
committee if Mr. Donovan, either in his 
testimony before the committee or in 
personal conversations, gave the commit
tee any indication of where he might cut 
the personnel of the Labor Department 
or even if he could get along without 
the 300 additional people which the Car
ter administration had recommended be 
added to the Labor Department? 

Mr. HATCH. Mr. President, I cannot 
say that that was part of the testimony 
before the committee, but I can say, per
sonally, that he indicated he will tighten 
up the Department in every way he can. 

He does feel, if I interpret our conver
sation correctly, that there are areas of 
overlap; that there are areas where em
ployees are not needed; and that there 
are areas where a change in legislation 
would alleviate the need to have as many 
employees as they have. 

I cited the Davis-Bacon Act in par
ticular. The Davis-Bacon Act, as we 
know, sets the prevailing wage rates all 
over the country. 

He is not prepared to say that he 
would do away with the Davis-Bacon 
Act or do away with some people, or 
would like to do away with OSHA or, for 
that matter, any other function of the 
labor bureaucracy, but he has said he 
will look those over very carefully and 
try to save the money that the GAO has 
said could be saved. 

Mr. PROXMIRE. Mr. Pres1aent,Iet me 
call to the chairman's attention what he 
said to me in response to a question. I 
asked him this: 

According to several new!!p~~oper accoun'tS, 
the Labor Department; c1~..eu yuur culllp~~ouy 
for falling to comply wnn t;ne uavis-Bacon 
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law, the federal statute that requires the 
paying of prevailing wages to workers on 
federally financed construction projects. Mr. 
Donovan, do you favor the retention of our 
current Davis-Bacon statute? If not, what 
modifications do you propose t;O make, or ao 
you favor the total abo1n1on of this law·t 

Here was his answer: 
Again, I discussed this at the hearing. I do 

not believe that repeat of Davis-Bacon is 
necessary but I do feel that substantial im
provements in the fairness with which the 
law is enforced can be obtained by adminis
trative changes. I agreed at my hearing to 
discuss those changes with the committee at 
the appropriate time. 

Mr. HATCH. I think that is a fair and 
correct statement of what he said before 
our committee. 

Mr. PROXMIRE. Of course, that 
might take more money. 

Mr. HATCH. Well, it may. On the 
other hand, he said the same thing with 
regard to OSHA before our committee, 
that he does not feel it appropriate to 
repeal OSHA, but it might be tightened 
up administratively. 

I also interpreted from his demeanor 
and the way that he answered these 
questions before our committee that, by 
tightening up and administratively 
changing these functions, he meant to 
save the taxpayers money, and that in
cluded having a program at least as 
good, if not better, to have personnel 
tightened up as well. 

Mr. PROXMIRE. One of the problems 
of this agency, as the Senator well 
knows, this department, is the enormous 
amount of regulations and the burden 
those regulations impose. I asked him 
this: 

What Department regulations wlll you 
end or curtall? What is your timetable for 
achieving these cuts in regulation? 

Here was his answer: 
The Labor Department operates its pro

grams and enforces its laws under a vast 
number of regulations. I do not doubt that 
some are overly detailed, burdensome, un
necessarily costly or simply not needed. I 
will be reviewing the regulatory process and 
the major regulations. It is not possible now 
to say with certainty that a timetable for 
reduction in regulatory burden w111 be devel
oped by March 1. 

That seems to me to be not only un
able to respond as to any regulations 
that he would repeal or modify, but not 
by March 1, more than a month away 
from the time I asked this question, did 
he feel he would be able to come up with 
a timetable-not answer, but a timetable 
as to how he would reduce this burden 
of regulation. 

May I ask the chairman of the com
mittee if, in his public testimony or pri
vate conversations, Mr. Donovan gave 
any specific answers as to where he 
would cut excessive regulation. 

Mr. HATCH. Mr. Pres ~dent, if I were 
in Mr. Donovan's shoes, I would have 
answered it exactly the same way, even 
though I have done almost nothing in 
many respects, from the committee 
standpoint, that deals with all of these 
matters in the last 4 years and, 
frankly, for a long time before that. Be
cause I think he is just being conscious 
with regard to very complex programs 

and an agency that he has not had any 
real basic contact with up until now. He 
is not a person who has served in the 
Labor Department and, therefore, he is 
being cautious, I think, in his answers. 

Mr. PROXMIRE. As a businessman, 
he is obviously familiar with these reg
ulations. 

Mr. HATCH. As a businessman. 
Let me cite one instance he has defi

nitely said he has tried to tighten up and 
make less combative, and that is the 
area of OSHA. He feels that-if I am 
interpreting him correctly in stating 
what he has bas~cally said to me per
sonally-that OSHA has been a combat
ive, oppressive, overregulating agency. 
He feels OSHA should become a com
panion to business and labor and a co
operative companion to alleviating un
safe work place conditions in America. 
He believes that can be done within the 
framework of better regulations, rather 
than overregulation as has been the case 
in the past. 

Mr. PROXMIRE. Mr. President, let 
me ask the chairman about OSHA spe
cifically. Here is my question to him, 
followed by his answer. I said: 

Mr. Donovan, your own construction com
pany, Schiavone Construction Company of 
Secaucus, New Jersey has been cited for vio
lations 135 times over the last six years by 
the Department of Labor's Occupational 
Safety and Health Administration with 57 of 
the~e violations being determined as serious. 
In llght of your company's record, could you 
explain your views on the role of OSHA and 
what changes you intend to make in its pro
grams? 

Now, here is a situation where, as I 
say, his company was not violated once 
or twice or 10 or 15 times, but 135 times, 
57 of which were considered to be seri
ous. Here was his answer: 

My views on OSHA were gone into in detail 
at the hearing. In general I belleve the OSHA 
law is obviously important and necessary to 
protect the health and safety of workers, but 
that enforcement pollcy could be modified to 
be less adversarial and achieve much better 
results. 

So he, again, failed to be specific. He 
is very, very general, although here is a 
man who has had the most intimate and 
direct and, I suppose, embarrassing as
sociation with OSHA. He has been found 
to be in violation rep3atedly, and yet he 
has no idea how it should be improved. 

Now, I sympathize with a person who 
has been in violation if they feel and 
they can show why their violations are 
violations that are inconsequential and 
that if they abide by the law they would 
be very costly. But he does not indicate 
any changes he would make. 

Mr. HATCH. Mr. President, the indi
cation he gave to us is that he would 
change OSHA to become more coopera
tive in labor and business in resolving 
workplace safety. 

Here we have a company that is 22 
years in existence and that has done $1 
billion worth of work. There are not 
many construction companies that have 
done that much, not only in New Jersey 
but throughout the country; $700 million 
under construction right now and $150 
million a year in the heavY-duty con-
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struction business, and that is one of the 
most dangerous businesses there are. 

These people have done sewer proj
ects, tunnels, all kinds of highway con
struction projects, and so forth. They 
have dealt with a wide variety of em
ployees and presently have almost 1,500 
employees working for them. So the fact 
that they have been cited or have had 
difficulties with OSHA is certainly not 
unusual in the field that they are in. 

Mr. PROXMffiE. I think that is right. 
But, again, as I say, these violations, it 
seems to me, are somewhat surprising 
for a man who is to be Secretary of 
Labor. The important thing is he does 
not have any idea how to change it. I 
have checked with competent people and 
they tell me that is not a good record 
for a company their size. They may be 
right or wrong, but you would think that 
being cited over and over again 57 times 
for serious violations, they would say, 
"These are violations of regulations 
which are unreasonable and wrong." If 
that is the case, we ought to know it. 

Mr. HATCH. I will say this: If I have 
interpreted him correctly, he feels that 
OSHA has been an oppressive agency, a 
combatant agency, confrontational in its 
approach toward business, and that 
many of the regulations OSHA has is
sued have been ridiculous in nature. 

It was not our intent as a committee 
nor will it ever be, to go into every detaii 
concerning OSHA regulations with re
gard to approving the confirmation of 
anybody. 

Frankly, if we started doing that on 
each of the items over which the De
partment of Labor has control, we would 
never finish the confirmations. I might 
add, Mr. Donovan feels like we almost 
never finished it right now. 

Mr. PROXMIRE. I am only taking 30 
minutes. 

Mr. HATCH. Mr. President, I do not 
mean on the floor. I mean it has taken 
the longest of any Cabinet-level official. 

Mr. PROXMIRE. I realize that. That 
was not on the substance of his job, 
though. That was not directly related 
to it. It may or may not have been a 
good inquiry, but I am not making a 
criticism of that. 

Mr. HATCH. I have no criticism of 
the Senator's suggestions. I think they 
are valid. Certainly, I hope that the new 
Secretary of Labor, assuming Mr. Dono
van is confirmed here today, will get into 
these regulations and do a banner job of 
doing what is right for the people of 
America. 

Mr. PROXMffiE. Mr. President I 
might also say the nominee was v~ry 
vague and nonspecific when I asked him 
what paperwork he could cut out. 

Mr. HATCH. If the Senator will yield, 
I do not know of any Senator in this 
body who has not been vague and with
out substantive suggestions on what to 
do about paperwork. 

As the Senator knows, when they set 
up the Commission on Paperwork, it 
wound up with more paperwork than 
most agencies. 

Mr. PROXM:IRE. That is correct. 
When I asked for a timetable by 

March 1, he was evasive as to whether he 
could even get around to getting at the 

job by March 1, indicating what he would 
look at what he thought they might con
sider eliminating or reducing. 

I appreciate the fact that it is very dif
ficult, but it seems to me that does not 
excuse the Secretary of Labor from say
ing he does not have any ideas on how to 
cut paperwork. That is not the Senator's 
job or my job, but it is his job. 

Mr. HATCH. If the Senator will yield, 
I agree it would be nice if some of us had 
the answers to that, but I will repeat that 
no one in this august body has an idea 
on that. I think it would have been well 
to have been able to give the Senator a 
due date. Personally, I find him more ac
ceptable for being cautious on a matter 
like that, knowing the wide parameters 
that that involves. 

Mr. PROXM.mE. One suggestion that 
I have is the suggestion, after working 
with GAO, that we should do away with 
every single form over a period of 5 years. 
We would schedule a certain number of 
forms to go out each month. Otherwise, 
they would have to be justified. Some of 
these forms just go on and on and on. 

Mr. HATCH. I agree. 
Mr. PROXMIRE. One of the programs 

that has been most heavily criticized at 
the Department of Labor has been the 
CET A program. It and the Labor Depart
ment have been the recipients of two of 
my "Fleece of the Month Awards," once 
when the officials of Ventura County 
Calif. spent $385,000 to take a survey o; 
census of the horses, cats, and dog popu
lation in the county. When we inquired 
about whether such spending had an im
portant priority, the CETA or Labor De
partment regional office in San Fran
cisco told us they did not interfere with 
what a city or county wanted to do with 
the funds. What Ventura County wanted 
Ventura County got. 

Here is the auestion I asked him about 
CETA along with his reply: 

Question. Mr. Donovan, I have been one of 
the many critics of our current Comprehen
sive Employment and Training (CETA) pro
grams. What proposed changes would you 
o1Ier to improve the operation of these costly 
and wasteful programs? 

Response. CETA is a large number of com
plex and varied programs. There is little 
doubt that some, especially the subsidized 
jobs programs, have been justly criticized. I 
do not think that all CETA programs can be 
characterized a.s costly and was·teful. A de
tailed examination of the CET A programs 
and delivery systems wm be an early priority. 

I ask the chairman, did Mr. Donovan 
at any time indicate any'thing more spe
cific than that very vague and general 
answer saying that he would look at the 
problems? Did he indicate any notion 
where he might make reductions? 

Mr. HATCH. He said: 
CETA is one of the most important pieces 

of legislation administered by the Depart
ment of La'bor. I will refrain from making 
preliminary judgments on any provision.:; at 
this time until I become better informed. on 
how e1Iective the various titles have been in 
carrying out their objectives. 

I am sure that I and my sta1I will be work
ing dosely with members of the committee 
and with those on the House Committee on 
Education and Labor a.s we strive to improve 
the employab111ty of our disadvantaged citi
zens and to make the la.bor market work 
more e1Iectively for individuals with employ
ment handicaps. 

With regard to private sector involve
ment, he said: 

I do view employer and union participation 
as vital •to the success of the employment and 
training e1Iorts under Title VII. I cannot 
comment at this time on what percentage of 
CET A funds should be allocated to PSIP 

CETA, ALTERNATIVES TO THE PROGRAM 

As with CETA in general, I would like to 
withhold specific program recommendations 
until I have had a better opportunity to re
view our total e1Iort. I would like to with
hold my evaluation of targeted jobs tax 
ored.its, workfa-re and' direct wage subsidies 
for a later time. I believe I have already 
touched on the issue of a subminimum wage 
for youth. 

Generally, I look favorably on on-the-job 
training programs and apprentices-hlp. 

Basically, that is what he said before 
the committee with regard to CET A. 

Mr. PROXMIRE. But I think that was 
a very general response. 

Mr. HATCH. It was. 
Mr. PROXMIRE. There is one other 

area I would like to ask the distinguished 
Senator about. I asked the nominee about 
right-to-work legislation. I am verv con
cerned about right-to-work legislation. 
In our State, both the Republican Party 
a:lld the Democratic Party opvose the 
right to :work and favor the union shop. 
They think the open shop is a mistake 
an~ feel tha:t the right to work destroys 
uruon secunty and makes it very diffi
cult for unions to grow in this country. 
One of the reasons why I pointed to this 
~eclin~ in union membership, the rela
tiOnship to the work force, has been be
cause this is something we all ought to 
be concerned about. Our unions are not 
getting stronger, but weaker. The over
whelming majority of our unions are 
honest and responsible. Some of them are 
bad actors. 

By and large, this is an essential part 
of our economic democracy. I asked: 

Your nomination was applauded by Reed 
Larson, President of the Right to Work Com
mittee which has been seeking a. constitu
tional amendment outlawing union member
ship a.s a condition of emp·oyment. Accord
ing to a. report which appeared in the Wash
ington Post on Wednesday, Dec. 17, 1980, 
Carter Clews, a. spokesman for a Right to 
Work Committee, is quoted as saying the 
following e.bout you, "We submitted specific 
questions to him through his friend-ques
tions about where he stood on issues im
portant to us. He comes down in our favor 
on every one." Mr. Donovan, what is your 
position with regard to a. constitutional 
amendment outlawing union membership as 
a. condition of employment? Do you favor 
changing Section 14b-Ta.ft-Hartley Act from, 
allowing to requiring, states to he.ve right to 
work laws? 

His response was: 
I do not favor a. constitutional amend

ment outlawing union membership as a 
condition of employment. I do not favor 
changes in section 14b. 

That seems to directly contradict the 
responses he reported in the Wash
ington Post as having given to the top 
right-to-work people. It concerns me 
a.bout whether he has changed his posi
tion or what his position at the present 
time really is. 

Mr. HATCH. I do not think the con
clusions of the distinguished Senator 
from Wisconsin are accurate. The fact 
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is that Mr. Donovan and his company 
have been union employers for all of 
their 22 years. The only time they have 
employed any nonunion people has been 
when union tradesmen were unavailable. 
That was with union permission. 

Second, this is one of those rare oc
casions in the lives of all of us where not 
only does he have the support of Reed 
Larson of the National Right-to-Work 
Committee, but of a number of unions, 
including Bobby Georgine. 

Mr. PROXMIRE. The unions are go
ing to have to live with him. They know 
he will be confirmed. They are tough and 
realistic people. 

Mr. HATCH. That is why I am a little 
bit shocked to find that the distinguished 
Senator from Wisconsin is believing that 
unions are already out of business today 
because t.hey arc tough people who do 
understand these things. But keep in 
mind, he not only has the support of Mr. 
Larson and tha National Right To Work 
Committee, but he has the support of 
Bobby Georgine, who used to be the 
president of my union, the International 
Wire and Wood Lathers Union. He also 
has the support of the Operating Engi
neers, the Building and Construction 
Trades Department of the AFL-CIO, and 
others. 

All I can say is he has said before our 
committee that he is not for a national 
right to work law, but he is also not for 
repeal of 14b, which permits States to 
make a determination as to whether or 
not they can enact a State right to work 
law or not. I think he was accurate with 
regard to his statements in that matter. 

He also expressed his belief that the 
union movement is important, as the 
Senator from Wisconsin has expressed 
and with which I agree. It would be a 
tragedy if t.his country did not have a 
union movement to represent the seg
ment of the workers that they repres·ent 
in this country. 

Mr. PROXMIRE. Mr. President, my 
time is almost up. Let me finish by say
ing that I commend my good friend, the 
chairman of the committee, for his re
sponses to these Questions, but, frankly, 
I cannot go for this nominee. I do not 
know enough about the charges that have 
been debated in great detail. 

Frankly, I cannot vote for this nom
inee because he has been totallv unre
sponsive to the questions I asked. It is a 
big department, generating an enor
mous amount of oaperwork, with maPY 
ree:ulations. 22.000 emnloyees. and a $34 
billion budget. Hf\ cannot indicate where 
he would ::nake reductions. On the basis 
of that record, concerning OSHA and 
open shop, I am concerned that we would 
have a weakened labor movement. For 
those reasons, I will have to vote against 
the nominee. 

Mr. HATCH. Mr. President. if I can re
spond. I am dic:;aooointed that the Sen
ator from Wisconsin feels that way. on 
the other hand, I know that. he does a lot 
of work on this floor and has to make up 
his own mind, as all of us do. I respect 
his ri~ht to do so. as rankine; member of 
the minority on the committee. 

The PRESIDING Ol<'FICER. All time 
of the SPnator from Wisconsin has ex
pired. Who yields time? 

Mr. KENNEDY. Mr. President, I yield 
such time as the Senator from Michigan 
desires. 

Mr. RIEGLE. Mr. President, I thank 
the Senator for yielding. 

Mr. President, colleagues, this is a 
complex and difficult matter that is be
fore us today. I think the time that the 
committee has taken and the content of 
the committee record shows that we have 
been dealing with this and struggling 
with it for some period of time. I think 
each Senator ought to carefully review 
this record and try to make his or her 
own judgment about it. As a matter of 
fact, it was the view of the committee and 
the chairman that we bring the matter 
to the floor at a time which would allow 
the committee hearings to be printed in 
their entirety and available for Members 
to review. I think that was an important 
step and I think it reflects, in part, the 
gravity of this particular matter. 

I think that, in many ways, this nom
ination tests the advise and consent 
responsibility far more than most, be
cause it involves difficult matters of judg
ment. where all the facts that we might 
wish to have are not necessarily present. 
That is why I think each Member has to 
try to familiarize himself or herself with 
the information here as we in the com
mittee, of course, had the opportunity to 
do during the hearings and cross exam
ination, and with the materials that were 
made available to us. 

There are two items here that I think 
elevate this nominatton to a different 
level of concern and importance. One 
has to do with what has gotten intense 
public attention-namelv, allegat1ons 
that have been made bv FBI informants, 
a couple of them known by name, others 
anonymous informants, but, neverthe
less, termed by the FBI as reliable in
formants. They have, one way or an
other, suggested certain criminal wrong
doing, either by Mr. Donovan or by his 
company or both, or some association 
with criminal elements. 

The FBI came to the committee with 
these charges. As a matter of fact, the 
committee was on the verge, I bel;eve, of 
completing its work some time ago when 
that information was brought to us by 
the FBI-as, properly, it should have 
been. That set in motion an effort to 
examine these allegations, to try to find 
out what facts could be found and what 
the truth might be. Within the time that 
we have had, and I think it has not, by 
any means, been an excessive period of 
time, an effort has been made to run 
these matters down. The information 
about that is contained in the record. I 
shall make some other references to it 
before I finish. 

In any event, that certainly is a very 
unusual sttuation, highly sensitive, im
portant. It needs to be handled with 
great care and with great thoroughness 
and is quite out of the ordinary. 

Mr. President, I think the most im
portant aspect of these charges and alle
gations that have been made lies not just 
in the content of the speci.fic allegations, 
although, clearly, they carry their own 
important weight in terms of the specific 
allegation that is made. I am more con
cerned, myself, about the possible impli-

cations of ever finding ourselves in a 
situation where anyone who had crim
inal contact, criminal association, any 
kind of link in any way to organized 
crime elements, was in any kind of vul
nerable position to be subjected to pos
s :.ble influence or harassment by those 
elements. I think the possibility of ever 
allowing that situation to arise in terms 
of someone going into the Cabinet of the 
President of the United States is a mat
ter of national security of the highest 
order. 

We expend enormous sums of money, 
as we need to, in terms of our defense 
expend~tures and our foreign policy ex
penditures, to protect against any kind 
of subversion from outside our country. 
It is as important that we be equally vig
ilant with respect to any possibility of 
something of that kind happening from 
within our country, from enemies within, 
whether it be organized crlme or anyone 
else. When that question is raised-when 
it is raised-when the allegations are 
made, the FBI comes in and indicates to 
us that informants that they find reliable 
have made charges that raise this issue, 
then we have no choice but to proceed 
with the greatest care and the greatest 
deliberation in trying to find out exactly 
what the facts of the matter are. 

If we were ever to err in our judgment 
by allowing that kind of breach of na
tional security, that kind of penetration 
into the Cabinet of the United States, 
then we would have, I think, done enor
mous damage to our country and to our 
future. 

So that question, which is a question 
that is there, has been there over the 
years, will be there in the future, with 
respect to who comes forward as a Cabi
net nomination, regardless of adminis
tration, regardless of party, is an issue 
that has to be looked at in its own right 
and not overly personalized. Our task, I 
think, is to depersonalize it and set tho;,e 
matters aside-set aside party, set aside 
the indiv'dual, set aside the geography
and to think only in terms of the ques
tion of the seriousness of the charges and 
what their inference might be and how 
accurate those charg-es might be. 

So we have gone that road as best we 
can. The FBI has done its work within 
the limits of the time available to it. 
They have come hack to us and, in es
sence. have said the following: 

They cannot prove these allegations. 
They cannot find t::~ngible evidence to 
supnort these alJegations that have been 
made. On the other hand, they also are 
clear in saying that they cannot disprove 
these allegations. Of course, it needs to 
be said that it is tougher to disprove in 
this case than it probably is to prove. But 
who is to say, deoending upon the situa
tion and deoending upon the facts in the 
particular allegation? 

In any event. the hard evidence that 
could resolve this matter absolutely and 
with finalitv, one way or the other. is not 
at hand. I wish it were. But it is not at 
hand today, as we stand here. 

When we pressed the FBI, as we did 
repeatedly. on their belief in the credi
bility of their informants. which now 
number seven or eight different in
stances-some say six. but it is six or 
more-they said to us the following: 



1454 CONGRESSIONAL RECORD-SENATE February 3, 1981 

The six informants are each inde
pendent of the other, in the judgment of 
the FBI. They are not connected to one 
another and, therefore, they are separate 
independent sources. 

Second, in each case they see these 
sources as reliable sources, sources that 
in the past have been accurate, have 
been dependable in the evidence they 
have provided, and in one or two in
stances, were key figures in cases that 
were brought where successful convic
tions were obtained in court. 

So, again, having no way to judge 
these persons other than by virtue of 
what the FBI has to say about them, we 
have had to rely on their assessment of 
the credibility or possible credibility of 
these witnesses. 

Therefore, we are left with the situ
ation in which the hard evidence is not 
available, and yet we have this pattern
unique, to my knowledge; I do not know 
of any other situation like it which has 
arisen in the 200-year history of this 
country-where we have that kind of in
formant information brought forward 
on a voluntary basis by a number of 
sources said by the FBI to be reliable. 

So there we stand. How does one, then, 
come down on this issue? 

In addition, the other issue that has to 
be weighed here with some care, totally 
apart from what I have just spoken of, is 
the question of formal, professional back
ground and qualifications for this assign
ment. Of course, that goes to the ques
tion, I suppose, of how one views the Sec
retary of Labor, the importance of that 
Department, the importance of the func
tions of that Department. I happen to 
think that that is an essential Depart
ment in our Government, one of the most 
important. 

It is the place where the problems and 
realities of working men and women have 
to be dealt with each day. I believe that 
in that assignment we should have people 
of towering reputation and credentials. 

What do I mean by that? I mean some
one who is well known in this field, not 
just necessarily in a small area, but 
someone who has distinguished himself 
enough that he would have something of 
a regional reputation in the field, if not a 
national reputation; someone who has 
well-defined opinions on the key issues in 
this field; perhaps someone who has 
spoken about it in the past or someone 
who has written articles about it; some
one who is clearly acknowledged to be 
one of the top people in this field in the 
country. 

If we were to have that-and we do not 
have that in this ease-l would think 
that would be a significant fact in my 
mind. It would be something I would put 
weight on. We do not have that here. 

What we have is a man who is highly 
successful in his firm, successful in the 
private sector, a family man-admirable 
and important accomplishments-things 
we would expect in any Cabinet officer
but a person very largely unknown in this 
field by most people in the field, regard
less of party, regardless of region, re
gardless of philosophy. 

I recall that when the nomination was 
first made, a number of people were sur
prised because this person was not well 

known to them. That is another part of 
this case that needs to be stated. 

The next question that arose in my 
mind was the degree to which the Presi
dent of the United States, on the basis 
of his intimate, personal knowledge and 
perhaps close contact over the years with 
this particular nominee, would have the 
kind of proximity and relationship to be 
able to know, on a personal basis, some 
things about the nominee that would not 
necessarily be apparent just by the rec
ord or the list of accomplishments that 
one might see, in the field of labor is
sues, labor law, and so forth. As nearly 
as I have been able to determine, there 
is not a close personal relationship there. 

Mr. Donovan performed an important 
responsibility in the Reagan-Bush cam
paign, and there is clearly an association 
on that basis. That is a different situa
tion from that which one might find, 
say, in the case of William French Smith, 
with whom the President obviously had 
a kind of long-time and close familiarity, 
which would lend a ceda~n ad~i~io::-:al 
element to the nomination, and that is 
not present to the same degree in this 
case. 

I believe that everybody who cares 
about this nomination should read this 
hearing record carefully because of a 
number of matters that arose and were 
mentioned-! mean not just issues of 
substance but charges that were made 
and the circumstances surrounding 
them-to try to reach their own judg
ment as to what those say and do not 
say. 

I have struggled with this, as have my 
colleagues who voted "Present'' in the 
committee the other day. It is a complex 
and troubling situation. I must say to my 
colleagues that, having thought about 
this subject over the weekend for many 
hours-and I believe this is true of all 
colleagues on the committee, on both 
sides-! still have material, unresolved 
doubts in my mind. I do not want to have 
them. I would much prefer not to have 
them. To the extent that they may even
tually go away, that would be a burden 
lifted at least from this Senator's feelings 
about the matter. But the issues are 
serious enough that they must be dealt 
with, in a sense, apart from personalities. 

That is where the hard part comes in, 
when we are called upon to make these 
decisions and to cast these votes. In that 
connection, I suppose I am most con
cerned with the possibility-it may even 
be a probability-that in casting a vote 
against th!s nominee, that vote would be 
misunderstood by the public and by the 
press in terms of what it was intended 
to convey or mean. 

I am very sensitive about the fact and 
I am concerned about the fact that given 
the nature of the allegations that have 
been made in this case it would be very 
easy to draw the inference that a vote 
against was somehow a vote that said 
that the allegations that have been 
made here were true. I indicate flatly 
to everyone who is within the sound of 
my voice that my vote should not be 
interpreted that way. 

The allegations are unproven. The 
FBI has indicated that they were unable 

to either prove or disprove the alle
gations. 

So we do not have a nice crisp sharp 
definitive kind of resolut~on of that mat
ter that it would be so much better for 
us to have if that were possible. 

So we have to make the judgment in 
this case individually on everything else 
we have short of that. So I have at
tempted to do so which is my duty un
der the Constitution as it is the duty of 
all of us. 

I think this has not been a pleasant 
experience for anyone, cerainly not for 
Mr. Donovan, his family, or members 
of the committee. It is not comfortable 
today. And who knows how long it will 
be before it ever is, if it ever is? 

This nominee is going to be confirmed 
today and I wish him well in undertak
ing and discharging these important 
new duties. 

Regardless of how we each may vote 
here and how we resolve these issues 
and questions in our own mind, that is 
today's business. Tomorrow's business is 
different. 

Once this confirmation has occurred 
it is time for him to start doing his job 
and for us to do it together and to do 
it cooperatively, all of us, regardless of 
how we may have voted and whatever 
our final judgment in the matter. I cer
tainly intend to do so. I intend to work 
with this nominee, this Cabinet officer, 
constructively, cooperatively, openly, 
and directly, in the same way that I 
have tried to deal with these matters 
with him in the committee. 

we carry different responsibilities in 
these matters and we all have the obli
gat:on to discharge them as best we can. 

I thank the Senator for yielding. 
Mr. HATCH. Mr. President, I yield 

such time as he may need to the dis
tinguished Senator from New Jersey and 
as soon as he is finished such time as he 
may need to the distinguished Senator 
from North Carolina. 

Mr. WILLIAMS. I thank the Senator 
from Utah. 

Mr. President, at the outset I wish to 
state something of a personal nature 
about the chairman of our committee, 
the Senator from Utah who has most 
recently become the chairman of the 
Labor and Human Resources Committee. 

This was the first major matter to 
come before our committee, the nomina
tion of Ray Donovan to be Secretary of 
Labor, and I said at the hearings, and I 
wish the record to reflect it now, I com
mend the manner in which the Senator 
from Utah has discharged his responsi
bility as chairman of the committee. 

This has been, I believe, the most 
investigated nomination in terms of 
background study and inquiry. It has 
broken all records, I understand, and it 
was under the overall committee direc
tion of the Senator from Utah. He did 
it with skill, fairness, and completeness 
and that has been observed and edito
rialized about. 

I ask unanimous consent to have 
printed at this point in the RECORD an 
editorial from the Newark Star Ledger 
that does applaud the committee and its 
work and thoroughness in this nomina-
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tion hearing and in exercising our advise 
and consent responsibility. 

There being no objection, the editorial 
was ordered to be printed in the REcoRD, 
as follow: 

(From the Star Ledger, Jan. 29, 1981) 
VIEWPOINT-RIGOROUS REVIEW 

One of the major criticisms of the nomi
nating process for Cabinet members is that 
the Senate hearings on appointees are not 
sufficiently searching. The reviews of nomi
nees' backgrounds and the questioning at 
hearings are perfunctory, more or less a pro 
forma proceeding. 

The confirmation of Bert Lance, President 
carter's choice to head the Office of Man
agement and Budget, is frequently cited as 
an egregious example of Senate laxity, the 
failure to undertake rigorous probes before 
nominations are clear for confirmation. 

Mr. Lance resigned under heavy pressure 
after allegations surfaced about his free
wheeling style as president of two Georgia 
banks before he entered government service. 

The laissez faire attitude that marked the 
confirmation of Mr. Lance and a number of 
other Cabinet nominations was markedly 
missing in the Senate committee confirma
tion hearing on President Reagan's nomina
tion of Raymond J. Donovan as Labor Secre
tary. 

Mr. Donovan was subjected to a rigorous 
grilling and a full-scale FBI review of his 
business activities and the operations of his 
New Jersey construction company. 

Despite the questionable sources of the 
accusations, the Senate committee directed 
the FBI to undertake a thorough and wide
ranging investigation. A task force of 70 
agents interviewed 124 persons and examined 
thousands of documents but did not find 
any evidence to support the allegations. 

Mr. Donovan was understandably bitter, 
characterizing the accusations as "un
founded, scurrilous and groundless." How
ever, there are positive aspects to the metic
ulous review of his nomination. It provided 
an independent perspective that refuted at
tacks on his character and integrity ... and 
the allegations should now be laid to rest. 

Moreover, the comprehensive Donovan in
quiry was done before, not after, his con
firmation, serving to remove any residual 
doubts of a reprise of the lamantable Lance 
affair. It established the appointee's fitness 
to serve as a member of the Reagan Cabinet. 

Mr. WILLIAMS. The editorial's con
clusion is that the nominee should be 
confirmed but it speaks well of the com
mittee's work, and I commend the chair
man and of course the thoroughness of 
our ranking minority leader also. 

Mr. HATCH. I thank my dear friend 
from New Jersey. 

Mr. WILLIAMS. Mr. President, the 
past few weeks ha.ve undoubtedly been 
extraordinarily difficult for the nominee, 
Ray Donovan. Over a period of many 
years Secretary-designate Donovan has 
built up a reputation in my home State, 
New Jersey, for integrity and dependa
bility. This reputation is founded both 
on his effectiveness as a businessman and 
on numerous charitable endeavors which 
have aided so many of the people of New 
Jersey and indeed the Nation. 

Now, however, Ray Donovan's in
tegrity and veracity have been called 
into question because of a series of well 
publicized charges emanating from the 
most questionable sources possible. None 
of these accusations has been substanti
ated, but the mere airing of them has 
served to delay the confirmation of Ray 

Donovan and, at least temporarily, to 
caH into question his fine reputation. 
Needless to say, the past several weeks 
have been a nightmare for Ray Donovan 
and his family. 

It is my hope that this whole process 
of accusation and investigation has at 
last come to an end; that we wlll vote 
today to confirm Ray Donovan and allow 
hun to move on to the vital business of 
representing the working people of this 
country. 

Both the majority and minority re
ports contain detailed discussions of the 
various allegations made against Mr. 
Donovan and the FBI's investigation of 
them. I think it would be redundant for 
me to reiterate each of these accusations 
and the FBI's findings in relation to 
them. 

However, looking at the allegations in 
broader perspective, particularly Mr. 
Picardo's, we can see that they fall into 
three general caJtegories. 

First, there is information supplied 
by Picardo which the FBI found to be 
inaccurate. For example, Picardo's de
scription of the Donovan office--where 
he supposedly bought "labor peace" from 
Picardo-was not only not corroborated 
by any other witness, it was contradicted 
by those familiar with the location and 
set-up of Donovan's office. 

The second and broadest category 
contains allegations which are on their 
face demonstrably false or ludicrous and 
could easily be tested by a cursory in
vestigation. For example, Picardo stated 
that Schiavone Construction was "known 
in the construction community as being 
the only construction company in the 
State of New Jersey and if you also were 
in the construction business you were a 
subcontractor to Schiavone." 

Ray Donovan vehemently denied this 
and the FBI evidently felt that the claim 
was too insubstantial to look into. My 
own staff checked into it and found that 
Schiavone was not only not the domi
nant firm in the State, it was not even 
in the top five. According to the promi
nent construction industry periodical 
Engineering News, Schiavone was, dur
ing calendar year 1979, the eighth largest 
construction company in New Jersey in 
terms of the dollar value of contracts 
awarded. It was awarded contracts worth 
approximately $56 million. The largest 
construction company in New Jersey 
was awarded contracts worth over $3 
billion. 

Picardo and others have made nu
merous similar allegations which Dono
van denies. The bulk of these charges in
volve claims which could be pursued and, 
if true, easily verified. By and large the 
FBI found such matters not worth pur
suing. However, because these matters 
are so readily verifiable. it would be ut
terly illogical and self-defeating for Ray 
Donovan to lie about them. Any such 
falsehood by Donovan could be easily re
vealed. Indeed, title 18, section 1621 of 
the United States Code specifies crimi
nal sanctions be applied to anyone who 
gives false testimony under oath to a 
competent tribunal such as our commit
tee. It strains credulity to think that Rav 
Donovan would risk his livelihod and 
freedom, as well as his chances for con-

firmation, by lying about such matters. 
On the other hand, I think it notable 
that none of Ralph Picardo's allegations 
were made under oath. 

Finally, there is a third category of 
accusations. These are the basic charges. 
Did Ray Donovan meet with Ralph Pi
cardo? Did he buy "labor peace"? The 
FBI was unable to substantiate any of 
these allegations. Yet, they have not 
been conclusively disproven and it ap
pears that there is no way they can be. 

Th:s proving of the negative we all 
know is the most difficult and impossible 
thing in the world to do. 

These unverified and unverifiable ac
cusations are the crux of the case 
against Ray Donovan. They lie at the 
center of a matrix of clear falsehoods 
constructed by Ralph Picardo and 
others against Ray Donovan and, given 
the lack of proof, the believability of 
these charges hinges on the relative 
credibility of Ray Donovan and his 
accusers. 

Ray Donovan, as I stated before. is a 
reputable businessman with an enviable 
reputation for honesty and dependabil
ity. For this reason many of the con
struction tradesmen from my State have 
come out in support of Mr. Donovan de
spite the fact that they have funda
mental philosophical differences with 
him. 

Ralph Picardo is a confessed murderer, 
extortionist, and arson;st. He has also 
been found guilty of falsifying records, 
kiting checks, and passing worthless 
checks. Commission of any one of these 
crimes would alone be sufficient rea
son to question one's veracity. 

Mr. Picardo, though, did all these 
things and more. For him, deceit and be
traval have been a way of life. What 
reason do we have to rely on his credi
bility? Why should we give him a veto 
nower over Ray Donovan's career and 
life? 

I cannot imagine that any of us 
would seriously claim that Ralph 
Picardo is trustworthy. However, many 
of my colleagues have wondered whv he 
would lie ahout Rav Donovan. Mr. Don
ovan himself was asked this at his hear
in~ and was at a loss to come uo with an 
an<;wer. I am similarlv without insight. 
However, I simply do not believe that 
thh; body should be terribly concerned 
w1th understanding the m;nd and moti
vation!; of a murderer. Deceit and be
traval are clearly habitual with this man, 
and I do not helieve we have to probe 
any further into his motivations. 

In short, the question before the Sen
ate, over and 'above t.he pendinQ: nomina
t1on of Mr. Donovan, is whP.t.her this 
'body shall meet its responsibilities and 
decide the nomination on the facts in 
the record before us. 

The recor.d as out forth in tbe com
mittee reoor.t is an abund:'lnt statement 
of tlJ.e si.tuat;on. Our membPrs ca.n rely 
on it to decide the issne. Our decision 
should be b~s~ on tl:li~ recnrti rather 
than uoon the innuendo and the easy 
slanderinQ:s of informants too cowardly 
to come forward and sneak, under oath, 
before the man they accuse. 

Have we learned nothing- from our 
history of two and three decades ago? 
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In every court in this land, juries are 
told to weigh the testimony of these 
types of people with great caution and 
skepticism. Yet here we do not even 
have their sworn testimony. 

Mr. President, I know Mr. Donovan 
well. I feel honored and proud to vote 
in favor of his nomination. My vote is 
based on the record before us. I say he 
deserves nothing less than this vote of 
confirmation which is, for me, a vote 
of full confidence. I believe he will serve 
as Secretary of Labor with honor and 
with distinction. 

It is true, as the Senator from Wis
consin developed, that the basics of the 
business of Secretary of Labor were not 
fully explored with Mr. Donovan. One of 
the reasons was because the hearing 
process was pretty much occupied-we 
were pretty much occupied with-this 
:flood of suggestion from unknown, un
seen, unheard people out there in that 
misty land of informers and others as
sociated with informers. 

So we did not get into the tough ques
tions of CETA, OSHA, and ERISA, and 
some of the other things that I, as a 
former chairman of the committee, 
would liked to have done, because I think 
in that process it would have been help
ful to Mr. Donovan to know the depths 
of our feeling on all of the matters that 
are before our Labor Committee. These 
are necessary matters for us to thrash 
through, consider, fight for or reject as 
we join the mission of trying to make 
the working people of this country's lives 
better through the opportunities given 
us in our roles in Federal Government. 

I thank the chairman of the commit
tee for the time he gave me to make this 
statement in support of Ray Donovan. 

Mr. STEVENS addressed the Chair. 
The PRESIDING OFFICER (Mr. 

CHAFEE) . The Senator from Alaska. 
Mr. STEVENS. I ask unanimous con

sent, Mr. President, that the Senator 
from Utah yield to the Senator from 
North Carolina such time as he desires, 
not to exceed 15 minutes. 

The PRESIDING OFFICER. The Sen
ator from North Carolina. 

Mr. EAST. Mr. President, it is my 
pleasure, in my first speech to the U.S. 
Senate, to speak on behalf of the nomi
nation of Ray Donovan to be Secretary 
of Labor. 

I, too, as has the distinguished Senator 
from New Jersey, would like to commend 
Senator HATCH for taking the most diffi
cult and troublesome Cabinet nomina
tion we have had and conducted ex
tremely fair and extensive hearings, 
which he has done with great compe
tence, and it re:flects greatly not only 
upon himself but, in my judgment, upon 
the entire U.S. Senate. 

We had extensive hearings. The :find
ings seem to boil down to this: Mr. Dono
van is competent for this job. Mr. Dono
van was not questioned upon the issues 
in terms of being deficient in his position 
there. The whole cloud surounding this 
nomination centered around charges 
from the underworld about alleged con
nections with underworld figures. 

In response to that, the Federal Bu
reau of Investigation dispatched 26 

agents to explore these charges. These 
charges all came back unsubstantiated. 

Mr. President, I ask you as a matter of 
elementary fairness what else can you 
do? To contend, as some do, that a cloud 
still exists over Ray Donovan is, as 
Senator WILLIAMS has suggested, and as 
I noted in the committee hearings, to 
give a veto power over Cabinet appoint
ees to the underworld because all they 
have to do is surface some informer who 
says that so and so did this and that 
and the other thing. The FBI checks it 
out, but you say, "Never mind, that does 
not count. I go on the basis of suspicion, 
cloud, innuendo." 

What you are really doing, I repeat, 
is giving veto power to the underworld 
l)n any potential nominee who comes 
before the Senate. In fact, the problem 
goes deeper because, in effect, what you 
are doing is giving the power to advise 
and consent to the underworld. You are 
relinquishing it to them. In my judg
ment, we are ignoring our constitutional 
responsibility and obligation. 

I repeat what more would you ask as a 
matter of elementary fairness that a 
man do? He is charged, the FBI investi
gates and finds nothing. Would you still 
hold it against him? I doubt if the Amer
Ican people would, and I see no reason 
why the U.S. Senate should. 

Beyond that, I think it raises serious 
problems about civil liberties and the 
rule of law under the U.S. Constitution 
where a man, again with the character 
and background of a Picardo, can come 
out, make accusations found to be un
sub.c::tantiated, and ruin the career of a 
di.stin!!uished, able, and accomplished 
American. 

Let me ask you if you were in Mr. 
Donovan's position. would you not feel 
that way, that civil liberties were jeop
ardized and t.hat th~ rule of law seemed 
to be jeoPardized? I think so. 

ffitimatelv here YOU ret down to the 
simplv most fundamental thing about 
the American svstem of justice, elemen
tary fairness. What is reasonable and 
fair? 

I leave vou with this thought: If this 
Senate should-which it will not, I be
lieve--turn down Ray Donovan, I would 
leave you with this as a U.S. Senator 
looking forward to this continued prob
lem of confirming people to serve in pub
lic life, how are you go\ng to get good 
people to offer themselves to serve in 
Government where if their name is ore
sented and then someone again like a 
Picardo surfaces and says this kind of 
thing, the FBI clears you, but they still 
say there is a cloud of doubt over you? 
You will not be able to get qualified 
people to serve in these jobs. 

Those people who are against Mr. 
Donovan's confirmation and who will 
oppose him in this vote todav I feel 
very strongly owe a very extensive ex
planation as to how thev justify it, as a 
matter of elementary fairness, as a mat
ter consistent with civil liberties and 
the rule of law under the U.S. Constitu
t'on. They have an enormous burden 
to bear. 

It is my pleasure, then, to speak on be
half of Mr. Donovan and to inform my 

colleagues that I intend to vote for his 
confirmation and I urge them to do 
likewise. 

Thank you, Mr. President. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. BRADLEY. Mr. President, will the 

Senator from Tennessee yield to me? 
Mr. BAKER. Mr. President, I am 

happy to yield such time as the distin
guished Senator from New Jersey may 
require. 

The PRESIDING OFFICER. The Sen
ator from New Jersey. 

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

Mr. President, as I said when I intro
duced Raymond Donovan to the Labor 
and Human Resources Committee, Presi
dent Reagan honors Mr. Donovan and 
New Jersey with this nomination. 

I did not know Mr. Donovan personally 
before the President nominated him in 
December. Since then, however, I have 
talked at length with him and with a good 
number of New Jersey residents who have 
been well acquainted with him for many 
years. On the basis of those discussions 
I can report that Mr. Donovan's reputa
tion for character and integrity is excel
lent. The committee's record is also filled 
with favorable comments from many 
New Jersey citizens-including a former 
head of the State special commission on 
investigations and three Federal district 
court judges, two of whom were U.S. 
attorneys. 

Mr. Donovan and I do not share the 
same views on all policy areas, and we 
probably will disagree on some signifi
cant decisions during his tenure as Sec
retary. But I believe we will work to
gether because in his career Mr. Dono
van has earned a reputation for fairness 
and honesty, a reputation he can put to 
good work for the country as Secretary 
of Labor. 

Mr. Donovan's nomination has re
ceived great scrutiny, to put it mildly. I 
am pleased that all of the allegations, 
which were investigated intensively by 
the FBI, were not substantiated. 

It is appropriate to keep in mind that 
during the committee hearings the Sec
retary-designate totally dented them. 
During the committee's examination, the 
Secretary-designate was asked to spec
ulate about the reasons for the con
troversy and he referred to the "New 
Jersey syndrome," suggesting that al
though allegations against him were 
groundless, they were accorded unde
served credibility because of suspicions 
about the construction industry gener
ally and the construction industry in New 
Jersey particularly. 

I understood what he was getting at, 
and I think a lot of other people did, too. 
After all, for years the television comed
ian and the talk show host have been 
making jokes about New Jersey-its air, 
its water, its people, its government. 
These largely unfounded remarks dis
turb me greatly. 

The point is that public perceptions 
of a situation often do not square with 
the facts. Distorted perceptions should 
be corrected whenever and wherever pos
sible. 
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In fact, Mr. Donovan's nomination 
gives me the opportunity to correct the 
misimpressions that too frequently are 
associated with our State and to point 
out many of its outstanding features. 

One reason why pictures of New Jer
sey are distorted is because much of 
what people know, they see on televi
sion. -Because New Jersey lacks the 
commercial VHF TV station of its own, 
it is seen by the rest of the world-as 
well as many of its own residents
through the eves of television stations 
based in New York and in Philadelphia. 
It is one of only two States in the country 
with such a problem. New Jersey resi
dents know more about what is hap
pening in New York City and Philadel
phia than they do about the events in 
Trenton or Newark. Too frequently the 
only time New Jersey is seen on com
mercial TV is to cover a major dis
aster or crime-the big story. Small 
wonder people develop the misimpres
sions they do. 

Another reason why pictures of New 
Jersey might be distorted is because we 
New Jerseyites have not told our story 
loud enough about what is good about 
New Jersey. Today I will try to correct 
that. 

New Jersey is a State of incredible 
diversity. It is the most densely popu
lated State in the country, yet two
thirds of its land area is still flat farm
land, heavy forest, and rolling hills. 
Over 7,900 farms and a million ~:~.cres 
of pineland wilderness are as much New 
Jersey as Newark, Jersey City, and 
Trenton. Seven and a half million peo
ple reside in New Jersey and one-quar
ter of the Nation's population lives 
within a 250-mile radius. Our freight 
transport complex is the greatest in the 
country. Our two ports, Newark-Eliza
beth and Camden are among the most 
active in the Nation-we are the con
tainership capital of the world. 

New Jersey's work force is also one uf 
the Nation's most highly trained. There 
are more scientists and engineers per 
capita than any other State. We also 
lead the Nation in privately funded :re
search and highest concentration of re
search facilities-over 10 percent of all 
research and development dollars are 
spent there. We have more than 725 
industrial research laboratories in addi
tion to those affiliated with our many 
universities, such as Princeton and 
Rutgers. 

Our students are trained at 21 4-year 
and 22 2-year colleges. Worker produc
tivity is among the highest in the coun
try. We have the Nation's third largest 
concentration of corporate headquar
ters-90 of the 100 largest corporations 
in America are located in New Jersey. 
New Jersey is: first in pharmaceuticals· 
second in chemicals; fifth in rubber and 
plastics; sixth in instruments and re
lated products; seventh in food and food 
products; stone clay and glass products; 
leather a!ld leather products; apparel; 
a!ld ~mscellaneous manufacturing; 
eighth~ el~ctrical machinery; printing 
and pubhshmg; ninth in paper and allied 
products and textiles; and tenth in fab-

ricated metals. New Jersey is also tenth 
in export of manufactured goods and 
second in export of steel and iron scrap. 

Our State has also a magnificent 128-
mile coast line complete with lovely bar
rier islands and the country's biggest 
recreational fish~ng industry. This leads 
to an important tourist industry which 
thrives not only along our coastal com
munities but along the beautiful Dela
ware River, as well. 

So, Mr. President, I am pleased and 
proud that today's confirmation process 
gives me the opportunity to dispel a 
little bit of the "New Jersey syndrome" 
frequently affecting the way other people 
see New Jersey. 

Mr. President, I am confident that Ray 
Donovan will represent the best of New 
Jersey and will be a credit to the Presi
dent, to our country, and to New Jersey. 
I will proudly vote for his nomination. 

Mr. President, I ask unanimous con
sent to have printed in the RECORD an 
editorial which was published in the Rec
ord, Hackensack, N.J., on February 2, 
1981. 

There being no objection, the editorial 
was ordered to be printed in the RECORD, 
as follows: 
(From The Record, Hackensack, N.J., Feb. 2, 

1981] 
THE "JOISEY" FACTOR 

"If you're in the contracting business in 
this country, you're suspect. If you're in the 
contracting business in New Jersey, you're 
indictable. If you're in the contracting b usi
ness in New Jersey and you're Italian, you're 
convicted." 

Raymond J. Donovan, President Reagan's 
nominee to be secretary of labor, was facing 
yet another grilling before the Senate's Labor 
and Human Resources Committee last week 
when his temper finally got the best of him. 
Accused by an FBI informant (who refused 
to appear before the oommittee) of having 
made union pa.yotrs in exchange for labor 
peace at his construction firm, Mr. Donovan 
stated publicly what a gree.t many New 
Jerseyans have been thinking privately for 
years. 

We don't know whether there's a. grain of 
truth to the allegations against Mr. Donovan. 
(The committee apparently didn't think so; 
by a.n 11-0 vote, with five Democrats abstain
ing, it approved his nomination a.nd sent 
it to the full Senate for a ~onflrmation vote 
this week.) But we do know what it's like 
to say, "I'm from New Jersey." 

"Joisey"? You from "Joisey?" What kinda 
ca.ncer you got? Seen any good chemical
dump explosions lately? Jimmy Hotra buried 
near you? Imagine the grief Mr. Donovan 
must take when he tells people he's not only 
from New Jersey; he's from Secaucu.s--and 
he owns a company called Schiavone Con
struction! It's as good as identifying himself 
as a hit man for t'he mob. 

We doubt that Mr. Donovan's past busi
ness dealings have been brought into ques
tion simply because he owns a. construction 
firm, or because he hails from New Jersey, 
or because his business partners are of 
Italian descent. But we suspect that more 
than a few people have judged him guilty on 
t'hese very grounds. What he said to the 
committee last week needed to be said. And 
we're glad he said it. 

The PRESIDING OFFICER (Mr. 
RUDMAN). Who yields time? 

Mr. KENNEDY. Mr. President, I am 
prepared to yield to the Senator from 
Ohio what time he might need but I just 

want to indulge myself for 1 minute and 
say that I love New Jersey as well as the 
distinguished Senator from New Jersey. 
I have nothing but the fondest recollec
tion of the voters of New Jersey, par
ticularly during the Presidential primary 
this past year. 

So I just want to let all of us know 
that the Senator's ringing words were 
welcomed by not only the Senate but I 
am sure by the good citizens of that 
State, which is well represented by their 
two Senators. 

Mr. BRADLEY. Mr. President, I look 
forward to supplying the Senator with 
a gross of these New Jersey tomatoes for 
his lapel. 

Mr. KENNEDY. Mr. President, I 
would rather have them for my dinner 
table. 

Mr. President, I yield to the Senator 
from Ohio. 

The PRESIDING OFFICER. The 
Senator from Ohio. 

Mr. METZENBAUM. Mr. President, 
the nomination before us today con
fronts this body with extremely difficult 
choices. 

One choice--and the one I would much 
prefer to make--would honor the Presi
dent's prerogative of selecting his own 
Cabinet and give to Mr. Donovan the 
benefit of the doubt with regard to the 
allegations that have been made against 
him. 

But the second choice, Mr. President, 
is to raise the question of whether we 
can in good faith confirm a nominee to 
an office of high public trust about whose 
background there remain so many seri
ous questions and doubts. 

It is important that we review the 
public record of the hearings held in 
connection with the confirmation. 

According to an FBI report submitted 
to the Committee on Labor and Human 
Resources. no fewer than six sources. 

The Washington Post story today re
vealed an additional source, so there are 
seven sources-all described by the FBI 
as reliable, have alleged that Mr. Dono
van has had contact with individuals in
volved in organized crime. A reliable 
source, by the way, has been defined as 
a person whose information is accurate 
and can be collaborated approximately 
90 percent of the time. . 

If we had such reports from one or two 
individuals, it would perhaps be possible 
to dismiss them. But when seven differ
ent reliable informants independently 
provide the same general information, 
I do not believe that we can afford to 
ignore the possibility that a real problem 
might, in fact, exist. 

No one would suggest that all seven of 
these informants were engaged in a 
master consp ·racy to make up these 
stories. How, then, did it happen that all 
the sources. each having specific kind of 
story to relate, would have come forth 
with such allegations? 

Mr. Donovan has denied any wrong
do:ng, and he is entitled to the benefit of 
the doubt. He has denied any relation
ship or lia'son with organized crime fig
ures. He has withstood the tough ques
tioning of committee members. And, in 
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all fairness, he should be commended for 
his perseverance. 

But it is also true, Mr. President, that 
the comm~ttees' consideration did not 
fully answer the questions raised about 
Mr. Donovan. The FBI, to be sure, "did 
not develop information to substantiate 
the allegations made against Mr. Dono
van." But the Bureau was also unable to 
disprove many of the serious accusa
tions--and their failure leaves this Sen
ator, for one, with lingering doubts re
garding the nominee. 

It should be pointed out that although 
the FBI was not able to find a corro.:.orat
ing witness, and according to reports 
that I have received three of those pos
sible witnesses met their deaths. The fact 
is the FBI was not able to disprove the 
allegations. 

There are many pend!ng quest:ons, 
among them whether Schiavone Con
struction knowingly hired a "ghost em
ployee" and was involved in an extortion 
scheme. 

Whether Mr. Donovan inaccurately 
test!fied about his conversation regard
ing this situation with Mr. Finneran, a 
general manager of General Contractors 
Association. 

Whether it is reasonable to assume 
that three Schiavone employees, one of 
whom was a close personal friend and 
business associate whose office was ad
jacent to Mr. Donovan's, would not in
form the nominee of a grand jury sub
pena regarding Schiavone business. 

That, indeed, strains the credlbility of 
the testimony heard before our com
mittee. 

We must also ask about allegations 
that the Schiavone Construction Co. 
made a $13,000 payoff with Mr. Dono
van's approval in order to illegally dump 
material in a municipal lot. 

We must also ask whether a new alle
gation is true, that the Sch:avone Con
struction Co. has ties with the Genovese 
organized crime family. 

These are lingering questions--ques
tions that have not, in my judgment, 
adequately been answered. 

I am concerned, Mr. President, about 
voting for a Cabinet member whose con
firmation would undermine public con
fidence in public officials. 

I can only say that with all of the ac
cusations that have been made, it is dif
ficult to say that one does not have lin
gering doubts. 

Some of these arguments that have 
been made are compelling, in this Sena
tor's opinion. They weigh heavily against 
Mr. Donovan's confirmation. 

But there will be a number of Senators 
who will argue that no wrong-doing has 
been proven, that we should protect due 
process and individual civil rights-that 
a man is innocent until proven guilty. 
Therefore, we should vote to confirm the 
nominee. 

Mr. President, I want to address my
self to that subject. We are not sitting 
as a jury in a criminal case where a man 
must be proven guilty beyond a reason
able doubt. We are not even sitting a.s a 
jury in a civil case where, in order 
to prevail, you must have a preponder
ance of the evidence. 

No, we are sitting as the U.S. Senate 
with a solemn obligation to advise and 
consent to the appointment of a nominee 
to a Cabinet-level position. 

It is our role to decide whether the 
nomination should be confirmed. And 
whether it is in the Nation's interest. 

This Senator does not believe that it is. 
This Senator believes that there is no 

greater problems facing our Nation to
day than the lack of confidence that the 
people have in their Government and in 
the people who hold public office, wheth
er by appointment or by election. 

I do not believe that we shoUld add to 
their doubts, that we should raise more 
concern. That we should confirm a man 
who has raised so many doubts in the 
minds of the committee, as well as, the 
minds of the American people. 

I came here this session determined in 
my own mind to vote to confirm all of 
the President's nominees unless there 
were strong and convincing reasons not 
to do so. I have voted to confirm all of the 
nominees with the exception of one. 

I do not believe it is our role to act as 
judge and jury as to whether Mr. Dono
van has been involved in criminal activi
ties. It is our role to decide whether his 
nomination is in the Nation's interest. 

I do not believe that we should vote 
against a nominee solely based on his or 
her philosophical views. Therefore, I 
have voted to confirm all but one of the 
nominees to date. 

In this case, I believe that there are 
compelling reasons to question the merit 
of Raymond Donovan's nomination as 
Secretary of Labor. 

Do I need to say what is an obvioUSI 
fact. The whole question of organized 
crime in certain small elements of the 
labor movement is a matter of major 
concern to our country? Do I need to 
point out that there are investigations 
which the Department of Labor and the 
Department of Justice are engaged in 
respect to racketeering in the labor 
movement? 

How can we, under those circum
stances, justify coming to the floor of the 
United States Senate and putting into 
office, confirming for Secretarv of Labor, 
a man who raises more questions of the 
same kind? 

The cloud of suspicion and doubt that 
strikes at the heart of the candidate's 
potential credibility in office is, in my 
opinion, sufficient reason for this Sen
ator to vote nay. With all of the doubts 
that have been raised, I believe that the 
President of the United States could 
find another, more appropriate, ap
pointee. I believe that confirming Mr. 
Donovan would unduly burden the Presi
dent and his new administration. 

In this time of economic crisis and 
declining confidence in public officials 
in our Government, I ·believe it would be 
a disservice to the public, the President, 
and this Nation for an offici.al who will 
play such an important role to be tainted 
by doubt or suspicion. 

Under those circumstances, Mr. Presi
dent, I do not rise to urge any other 
Member to vote one way or the other, but 
this Senator will feel that he is perform
ing his responsibilities as a Member of 

this body by voting nay in connection 
with Mr. Donovan's confirmation. 

The PRESIDING OFFICER. Who 
yields time? 

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

The PRESIDING OFFICER. On whose 
time? 

Mr. HATCH. Mr. President, I yield to 
the distinguished Senator from Florida 
such time as she needs. 

Mrs. HAWKINS. Mr. President, I rise 
to support the nomination of Mr. Ray
mond Donovan to be Secretary of Labor. 
As a member of the Senate Labor and 
Human Resources Committee, I have 
listened to hour after hour of debate con
cerning Mr. Donovan's qualfiications 
and background. I have carefully re
viewed the Federal Bureau of Investiga
tion's report on the allegations made by 
Mr. Ralph Picardo, a convicted murderer 
currently being held under the FBI's pro
tected witness program. Throughout the 
Labor and Human Resources hearings 
on the confirmation of Mr. Donovan, I 
have observed Mr. Donovan and listened 
to him rebut allegations against his char
acter and that of his company, the 
Schiavone Construction Co. 

The investigation by the Senate Labor 
and Human Resources Committee into 
the fitness of Mr. Donovan to assume the 
important position of Secretary of Labor 
has been the most exhaustive of all in
vesigations into President Reagan's Cab
inet nominations. The Federal Bureau 
of Investigation utilized 26 special agents, 
in 14 field offices, who spent 1,400 man
hours interviewing 124 witnesses. The 
Schiavone Construction Co. voluntarily 
opened up 15 years worth of books and 
records to the FBI. Mr. Donovan person
ally cooperated in the FBI's investiga
tion of his personal life from the time he 
graduated from high school. 

The Federal Bureau of Investigation 
thoroughly investigated all charges made 
by Mr. Picardo and others. Despite their 
exhaustive investigation and the efforts 
of the Senate Labor and Human Re
sources Committee, the FBI was unable 
to come up with 2llY evidence to corrobo
rate any of the allegations made against 
Mr. Donovan or the Schiavone Construc
tion Co. In fact, the FBI report was able 
to disprove manv of the allegations and 
fonnd glaring discrepancies in others. 
For example: 

1. Mr. Picardo originally stated that he had 
made e.bout ten pick-ups from Mr. Donovan. 
He later amended his statement to say that 
he only d"'alt with "Ray" on three or maybe 
four occasions. 

2. Mr. Picardo stated that he went up a 
:flight of stairs to reach "Ray's" office. The 
F.B.I. reported that before 1968, Mr. Dono
van's offices were located at street level. No 
steps were involved. Today, his offices are 
located down from the foyer entrance level. 

3. Mr. Picardo stated that "Ray" wore 
plastic glasses. Mr. Donovan testified that he 
had only begun to wear metal frame glasses 
full time within the last six months. He e.lso 
stated that the glasses that he o~casionally 
used to read were aluminum half glasses. 

4. It was alle~ed that the Schiavone heli
copter flew candidates Reagan and Bush 
aro11nd New York and Pennsylvania with
out reporting the cost of the helicopter as a 
campaign contribution. The F.B.I. reported 



February 3, 1981 CONGRESSIONAL RECORD-SENATE 1459 

that the Reagan-Bush Committee paid in 
full tor its use o! the sec helicopter. 

5. It was alleged that Schiavone construc
tion company worked on the Newark Fed
eral Building with a subcontractor named 
Valentine Electric and that Valentine Elec
tric was connected to organized crime. The 
F.B.I. determined that Schiavone did no 
work on the Newark Federal Building and 
that Schiavone bas never dealt with Valen
tine Electric. 

6. It was alleged that Ray Donovan con-
sorted with known criminal elements during 
a NFL football game. The F.B.I. d1sm1ssed 
this allegation out o! band beoe.use they bad 
been monitoring the junl:ret and knew that 
Mr. Donovan did not attend. 

7. It was alleged that Thomas Dinorsica, 
also known as Tommy Adams, was on the 
Schiavone Construction Company payroll 
while be was in prison. The F.B.I. check of 
the Schiavone payroll found no mention of 
Dinorsica or Adams. 

s. Mr. Picardo claimed that Schiavone Con-
struction company received public contracts 
through the infiuence of a New Jersey Sta.te 
Senator named William Musto. The F.B.I. 
could find nothing to associate Mayor Musto 
of Union City, New Jersey, with Schiavone or 
Mr. Donovan. Schiavone Construction Com
pany has never done work in Unlcm City 
and does not seek municipal contracts. 

9. Mr. Pica.rdo stated that Schiavone paid 
for "Labor Peace" for the construction of the 
Port Authority land1!ll job in 1971 or 1972. 
The F.B.I. determined that Schiavone never 
worked on this job. 

Mr. President, I shall not burden the 
valuable time of the Senate with a re
cital of the allegations that have been 
disproved by the Federal Bureau of In
vestigation. The Senate Labor and Hu
man Resources Committee has exten
sively investigated all charges and alle
gations against Mr. Donovan since the 
first hearing on January 12, 1981. I am 
sure that all Senators have carefully 
read the 378 page hearing record on Mr. 
Donovan's confirmation. 

It is sufficient to point out that neither 
the Federal Bureau of Investigation nor 
the Senate Labor and Human Resources 
Committee were able to find any corrobo
rative evidence of the various allegations 
made against Mr. Donovan or his com
pany, Schiavone Construction Co. In
deed, Mr. Francis Mullen, Jr., who led 
the FBI investigation, stated that had 
the investtgation been a criminal one, 
they would have abandoned it long ago. 

I also seriously question Mr. Picardo's 
motives in refusing to appear before the 
Labor and Human Resources Committee 
out of fear for his life. 

On many pages in the record of Mr. 
Donovan's hearings, we are urged as 
committee members and the FBI con
stantly tells us to be careful, that Mr. 
Picardo is 1n jeooa.rdy of his life. Yet 
Mr. Picardo agreed to appear on ana
tional network television program the 
morning of the committee's confirmation 
vote of Mr. Donovan. 

Several Senators refrained from favor
ably reporting Mr. Ray Donovan's nomi
nation out of committee because of the 
inability of the Federal Bureau of In
vestigation to disprove each and every 
allegation m~de by cnminal informants. 
In an attempt to determtne the truth 
the committee examined in detail each 
charge that was specific enough to sug
gest further inquiry and each ·charge 

that lent itself to resolution by investi
gative techniques. The allegations that 
remain are so vague that they do not 
lend themselves to be proved or dis
proved. They involve such vague charges 
as the allegation that the Schiavone Con
struction Co. was "mobbed up." The Sen
ate Labor and Human Resources Com
mittee and the FBI have exhausted all 
resources available to them in an at
tempt to corroborate these vague 
charges. They were unable to find any 
evidence to corroborate the vague alle
gations made by criminal informants. 

It is now the responsibility of the in
dividual Senators to make a judgment 
on the validity of the allegations made 
against Mr. Donovan and the Schiavone 
Construction Co. based upon the hearing 
record before them. 

I shall cast my vote in favor of the 
confirmation of President Reagan's nom
inee, Raymond Donovan, to be Secretary 
of Labor. I am convinced that the Labor 
and Human Resources Committee and 
the Federal Bureau of Investigation have 
fully investigated all allegations against 
Mr. Donovan and have found no evi
dence to challenge his fitness to serve in 
the high office of Secretary of Labor. 
If evtdence appears later to challenge 
Mr. Donovan's fitness to serve the Gov
ernment, it will not be due to a lack of 
diligence on the part of the Senate La
bor and Human Resources Committee. 
I doubt if many Senators would be will
ing to open up the last 15 years of their 
personal and business life to such close 
scrutiny. 

Before I end my statement, Mr. Presi
dent, I want to take this opportunity to 
applaud Senator HATCH for his etforts as 
chairman of the Senate Labor and Hu
man Resources Committee. I can find no 
fault with Senator HATcH's fair and ob
jective handling of this difficult issue. 
Senator HATCH painstakingly went 
through each and every allegation made 
against Mr. Donovan and his company, 
no matter how vague the allegation or 
unreliable the source. He gave each Sen
ator ample opportunity to question the 
witnesses to the Senator's satisfaction. 
I thank the chairman for the fairness 
and objectivity he demonstrated 
throughout the confirmation process. 

I urge my fellow Senators to vote for 
the confirmation of Mr. Donovan's 
nomination. 

Mr. HATCH. Mr. President, I yield 
such time as he needs to the distin
guished Senator from Indiana. 

Mr. QUAYLE. I thank the distin
guished chairman. 

Mr. President, today we are asked to 
confirm the nomination of Raymond J. 
Donovan as Secretary of Labor. The 
Committee on Labor and Human Re
sources has spent many, many hours in
vestigating and questioning Mr. Dono
van. We have heard from other witnesses 
including those who participated in the 
intensive investigatjon of unfounded al
legations against Mr. Donovan. 

We are asked to confirm a man from 
New Jersey who comes from a working 
class family-who was orohaned as a 
teenager-attended Holy Trinity Semi
nary 1n Alabama and graduated from 

Notre Dame Seminary 1n New Orleans 
in 1952. Ray Donovan has achieved suc
cess in the heavy construction industry 
which is highly competitive. 

He terms his success in the business 
world as the realization of the American 
dream. In 1959, he joined Schiavone 
Construction Co., a company with as
sets of less than $20,000, with an initial 
contribution of $5,600 from his own sav
ings. Today, this firm is the 277th largest 
construction operation in the Nation. 

During his time at Schiavone Con
struction Co., Mr. Donovan has devoted 
a great deal of his time to labor-manage
ment relations, including negotiations 
and union relations. According to one 
union official, Mr. Donovan has a reputa
tion as being ''demanding but fair." 

With this background, it is evident 
that Mr. Donovan possesses the skills to 
lead and manage the Department of La
bor with its approximately 24,000 
employees. 

Once Mr. Donovan's name was sub
mitted to this body for its advise ·and 
consent, the Committee on Labor and 
Human Resources, under the leadership 
of our able chairman the Senator from 
Utah <Mr. HATCH), undertook full-scale 
hearings and investigations into the 
background and qualifications of the 
nominee. 

Serious allegations have been made 
against Mr. Donovan which prompted 
the committee to request the Federal 
Bureau of Investigation to conduct a 
thorough investigation into the issues 
raised. 

On January 27, 1981, Mr. Francis M. 
Mullen, Executive Assistant Director of 
Investigations, appeared before the com
mittee and reported-

This investigation bas been the most ex
tensive of any current Cabinet nominee. We 
have reviewed every allegation that has been 
provided to us and have conducted addi
tional investigation whenever the allegations 
were sufficiently specific to warrant it. This 
add1tiona.l investigation did not develop in
formation to subst.a.ntiate the allegations 
made against Mr. Donovan. 

The FBI interviewed a total of 124 
individuals, and the investigation took 
over 1,400 man-hours to complete. Offi
cials at Schiavone Construction Co. co
ouerated to the fullest extent providing 
companv records for examination by the 
FBI. The special agents examined 20 
cash disbursement journals, 90,000 can
celed checks and an equal number of 
invotces for the period in question. 

No records were located to substanti
ate the allegations made against Mr. 
Donovan. 

During the committee hearing on 
January 27, I questioned the FBI wtt
nesses to verify that there was no specific 
information to collaborate the charges 
of misconduct made ae:ainst Mr. Dono
van. Mr. Mullen as I have stated, said 
that there was no information to sub
stantiate the allegations. 

Mr. President, it is important that we 
consider who are those who have made 
the alle!Zations against Mr. Donovan. 
The chief accuJ;er is a convicted mur
derer with a record as an extortionist 
and an embezzler. Other accusers also 
possess criminal records. 
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The bottom line is that the FBI could 
not substantiate any of the charges. To
day, as we act on this important (,abinet 
nomination, either we believe the Fed
eral Bureau of Investigation and the 
denials of wrongdoing by Ray Donovan, 
or we choose to believe the unsubstanti
ated allegations of a convicted murderer 
and other hoodlums. 

I fear, as has been said by Senator 
WILLIAMS and Senator EAsT, that what 
we may be doing is giving an inordinate 
amount of infiuence and prestige to a 
bunch of bums. 

The argument has been made that a 
cloud has been cast over Ray Donovan. 
There is no doubt about it--a cloud has 
been cast over this nom!nee. But who 
has cast this cloud? This body has to de
termine who has cast the cloud on the 
integrity and the honesty and the 
character of Ray Donovan. The cloud 
has been cast by a bunch of hoods and 
criminals. 

In my opinion, Ray Donovan has 
emerged from extensive hearings and 
thorough investigation as a better per
son, as a man who is prepared to serve 
America with integrity, fairness. and 
dedication. 

Mr. Donovan is perceived to be an out
sider who has not been to Washington. 
He has been here for a while, and he 
certainly has a greater understanding of 
the inner work!ngs of Washington now 
than he had before he came here. He did 
not seek this job. President Reagan 
asked him to be the Secretary of Labor. 

I hope this whole ordeal not only has 
strengthened the character of Mr. Dono:
van, and I am sure it has, but also that it 
has strengthened the character of his 
family, which I am sure is stronger after 
this exhausting and excruciating exam
ination and very unfair allegations and 
public conduct and character assassina
tions that have not been substantiated. 

I believe Ray Donovan. I believe the 
FBI. I will proudly cast my vote to con
firm Ray Donovan's nomination as the 
next Secretary of Labor. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. KENNEDY. Mr. President, I yield 
such time as he may require to the Sen
ator from Georgia. 

Mr. NUNN. I thank the Senator from 
Massachusetts. 

Mr. President, it is with great regret 
but nevertheless a firm conviction that 
I must vote against the nomjnation of 
Raymond J. Donovan to be Secretary of 
Labor. 

By doing so I do not mean to cast 
judgment on the veracity of the various 
allegations that have surfaced regard
ing Mr. Donovan and his construction 
company or on his personal integrity. I 
do believe, however. that anv person 
confirmed as Secretary of Labor must 
be above suspic'on, est'ecially of anv 
activity which bears even a hjnt of 
org-anized crime or labor racketeering. 

The Department of Labor bears a 
heavy duty to detect, investi~<ate. and 
bring about the prosecution of offenses 
over which it has iurisdict~on lJ!'~e-r th~ 
Landrum-Griffin Act. the Taft-Hartley 
Act, the Employee Retirement Income 

Security Act, and other statutes with 
spec:al application in the labor-manage
ment area. 

These duties include the detection and 
prosecution of crimes such as payoffs, 
kickbacks, embezzlement of union and 
trust funds, extortion, and other related 
criminal activities. These are the types 
of crime in which organized criminals 
and labor racketeers specialize. They all 
victimize the millions of labor union 
members who must rely on the Depart
ment of Labor to protect their dues, their 
pension funds, their health and welfare 
benefits, and the very integrity of their 
unions. 

The Permanent Subcommittee on In
vestigations, of which I was honored to 
serve as chairman in the 96th Congress 
and •as vice chairman or acting chairman 
before that, has had a continuing inter
est in how the Department has per
formed this duty. 

The subcommittee has been active in 
this area since the days when our dis
tinguished colleague, the late John L. 
McClellan of Arkansas, investigated cor
ruption in the labor-management area 
in the 1950's. Although those inquiries 
led to a much ·broader look at organized 
crime in America, the subcommittee has 
continued its work on labor racketeering 
in particular. 

In 1976 our subcommittee uncovered 
a massive labor union insurance fraud 
soheme involving the laborers and Team
sters Unions. As a follow-up to that in
vestigation, we held hearings in 1978 on 
the Labor Department's efforts to en
force the la;bor laws and to assist the 
Justice Department's organized crime 
program. Those hearings showed that the 
Labor Department's efforts, especially 
those aimed at organized crime and labor 

·racketeering, had been a hollow, half
hearted exercise, and there is nothing 
new about that. It has been going on for 
a long number of years. 

At that time, the Labor Department 
promised a new cooperative effort with 
the Justice Department. As a result of 
our inquiry, a special organized crime 
unit was established by the Department's 
Inspector General, and the number of 
LaJbor Department investigators assigned 
to the Organized Crime Strike Force was 
greatly increased. We were told by Sec
retary Marshall that an important in
vestigation of the Teamsters Central 
States Pension Fund was proceeding, and 
that the Department would tum over all 
criminal evidence it found to the Justice 
Department. 

The Teamsters Union has been of spe
cial interest to the subcommittee since 
Senator McClellan's historic investiga
tions revealed the infiuence of organized 
crime on this huge and infiuential 
organization. The Teamsters Central 
States Health and Welfare Fund was a 
victim of the insurance fraud scheme we 
discovered in 1976. 

The huge Central States Pension Fund 
has been the subject of allegations of 
serious mismanagement or misconduct 
almost since the fund was created in 
1955. Among these were allegations that 
millions of dollars of fund assets were 
invested in enterprises controlled by or-

ganized crime, and that large loans were 
freely given to associates of known or
ganized crime :figures. 

The Labor Department promised our 
subcommittee a thorough and compre
hensive investigation. After a civil suit 
was brought by the Department against 
the fund's trustees in 1978, Secretary 
Marshall promised that the investigation 
would then focus on "third parties"
that is, on a search for evidence from 
t:ersons outside the fund such as bor
rowers and· persons associated with those 
borrowers. 

Last fall, just in September of last 
year-and I hope all my colleagues on 
the other side of the aisle will pay care
ful heed to the timing of this investi
gation-we had a very thorough inves
tigation of the Department's investiga
tion of the Teamsters Central States 
Pension Fund. What we found was very 
disturbing. Not only was the investiga
tion fraught by problems of manage
ment and competency, it had failed to 
turn over any significant criminal evi
dence to the Justice Department. 

Otficials of the Department apparent
ly decided to forego their responsibili
ties under ERISA to investigate criminal 
activities. As a result, criminal leads 
were never vigorously pursued by the De
partment's Special Investigations Staff, 
and cooperation with the Justice Depart
ment dried up. 

In other words, the Department's per
formance of its duties once again left 
much to be desired. 

Our subcommittee, now under the 
chairmanship of our distinguished col
league from Delaware <Mr. RoTH), is 
engaged in an investigation of corrup
tion in the International Longshore
men's Association (!LA) , and we expect 
to hold extensive hearings beginning on 
February 17. 

We have been looking into this inves
tigation now for over 12 months, most 
of which I was chairman. 

One look at the ILA indicates that in 
the last 2 years more than 100 persons, 
including ILA otficials and corporate ex
ecutives, have been convicted of various 
racketeering, obstruction of justice, ex
tortion, tax evasion, and labor law vio
lations. Many of these persons were con
victed of conspiracy to control the water
front industry through a pattern of 
racketeering, including payoffs, kick
backs, buying and selling contracts, ex
tortion, threats, and intimidation. 

As I said earlier, the Labor Depart
ment has prime responsibility to detect 
and prosecute these very criminal activ
ities, yet it was not the Department 
which conducted this investigation and 
prosecuted these people. These cases 
were made by the FBI and the Justice 
Department. 

The subcommittee has expanded on 
the Justice Department's outstanding 
work. We expect to show in our hearings 
a much more pervasive influence and 
control of the waterfront industry by or
ganized crime, working through the ILA, 
than was presented by the Department 
in the various criminal trials. 

As Federal District Judge Leonard B. 
Sand of the southern district of New 
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York said when sentencing one of the 
defendants-

The evidence . . . has clearly shown the 
existence of an unholy alliance among cor
rupt officials of the International Longshore
men's Association, past and present, seeming
ly respectable waterfront company execu
tives, and professional full-time racketeers. 

A disturbing aspect of this case, and 
one which we intend to explore, is the 
continulng influence of the convicted 
union officials over the ILA, both direct
ly and indirectly. In spite of this clear 
pattern, to my knowledge, the Labor De
partment has taken little real or active 
interest in this case. 

If I am incorrect on this assumption, 
I will certainly desire to be corrected. 

Mr. President, as a distinguished Fed
eral prosecutor said not too long ago that 
"organized crime in labor is probably the 
most serious problem in the criminal 
field." The work of the Permanent Sub
committee on Investigations has con
vinced me that this assessment is more 
than likely true. It also has convinced me 
that the Labor Department's efforts to 
combat this menace have fallen far short 
of what they should be and what they 
must be in the future. 

I am not at all sure that the Labor De
partment institutionally is the proper 
agency to investigate criminal activities 
in the labor-management area, since its 
primary constituency consists of the very 
people it must investigate. However, that 
conclusion is certainly not one that all 
people share at this time. Until we have 
had a chance to address this more fun
damental issue in detail, we must insist 
that the Labor Department officials from 
the Secretary on down, be above the 
slightest suspicion of any involvement 
whatsoever with organized criminals, 
labor racketeers, or their associates. 

Mr. President, the hearings of the Per
manent Subcommittee on Investigations 
last fall, which will be printed and re
leased with a report in the next few 
weeks, are replete with convincing evi
dence that the Labor Department inves
tigators now on the scene investigating 
this very day are discouraged and de
moralized because of the perception that 
top officials in the Labor Department are 
not interested in working vigorously in 
pursuing criminal law violations by both 
labor officials and by business officials 
wno are corrupted. 

This is the case now and has been the 
case even under Secretary Ray Marshall, 
a man whose integrity and character are 
m no way questioned, and I wish to make 
tnat abundantly clear. I do not question 
the former Secretary's integrity or char
acter. What ue are describing here is a 
pervasive problem within the whole in
stitution of the Department of Labor. 
And I ask my colleagues in the Senate 
what signals will we be sending to the 
people in the Labor Department who are 
now investigating the Teamsters pen
sion fund? What signals are we going to 
be sending by this vote todav? What sil:{
nals will we send to those in the Labor 
and Justice Departments investigating 
the International Longshoremen's As
sociation? 

Our job here in the Senate is not that 
of a court or a jury. We are not charged 
with the responsibility of judging Mr. 
Donovan's guilt or innocence of the 
charges made, and I repeat, I make no 
such judgment here today. We are 
charged, and it is our duty under the 
Constitution, with determining under 
the current circumstances, with the seri
ous allegations that have been made, 
under the circumstances with the Labor 
Department having many matters now 
pending involving the very unions that 
these allegations have been made about, 
under those conditions and under those 
circumstances and with the background 
of Labor Department investigations that 
has been so dismal over the last couple 
of decades, whether considering all those 
facts, Mr. Donovan should be heading 
the Department of Labor. 

Millions of working men and women 
have a stake in the Labor Department. 
They must know that the Department 
will do ever"thtng within its power to in
sure that their unions are not corrupt 
and welfare benefits are protected from 
plundering by racketeers. They can have 
this confidence only if they have undi
luted trust in the top leadership of the 
Department of Labor. 

With all the clouds that have hung 
over the Department during the past 
decade, we should not add another by 
connrminq Mr. Donovan. 

Mr. HATCH. Mr. President, I remark 
to the distinguished Senator from Geor
gia that Mr. Donovan has made it verv 
clear that he has pledged to work with 
us in the Senate to root out crime and 
underuorld corruption. 

I yield now to the distinguished Sena
tor from West Virginia such time as he 
needs. 

The PRFSIDING OFFICER. The Sen
ator from We~t Virginia is recognized. 

Mr. RANDOLPH. Mr. President, over 
the past 4 or 5 weeks the nomination 
of Ravmond Donovan to be Secretary 
of Labor has been pending before the 
Labor and Human Resources Committee. 

It has been my responsibility to serve 
on this committee since 1959-the 86th 
Conqress. Over this period of time I have 
~erved as a member of the Labor and 
HumRn Resources Committee, and as a 
member and f'hairman of the Environ
ment and Public Works Committee, and 
the Committee on Veterans' Affairs, and 
on other Senate committees. I have par
ticipated in scores and scores of hearings 
on nominations pursuant to the consti
tutional mandate of the Senate to advise 
and consent with the President of the 
United States on nominations. 

Mr. President, the scrutlny given by 
the committee-and when I speak of the 
committee I speak of members of the 
commlttee, members on both the major
ity and minority sides-has been, per
haps, the most thoroug-h I have witnessed 
as a committee member during my years 
of responsibility in the Senate. 

The committee conducted 2 full days 
of hearings. Over 13 hours of testimony 
and questioning Mr. Donovan, the nomi
nee, and representatives of the Federal 
Bureau of Investigation yielded the ex-

tensive, in-depth transcript and report 
all Members have before them. 

The chairman of our committee, Mr. 
HATCH of Utah, and the ranking minority 
member, Mr. KENNEDY of Massachusetts, 
have, in my opinion, cooperated to as
sure a fair, well-reasoned, and bipartisan 
investigation of the nominee and of the 
allegations raised with respect to the 
nominee. 

As the bequest of all the members of 
the committee, under the lead of Sena
tors HATCH and KENNEDY, the Federal 
Bureau of Investigation launched an in
tensive investigation of matters brought 
to the attention of the committee. Sixty
two agents expended ·over 1,400 man
hours in interviewing individuals, re
viewing records, and correlating infor
mation. 

One hundred and twenty-four wit
nesses were interviewed by the Bureau in 
this process. The investigation encom
passed 14 field offices as well as the FBI 
headquarters. 

In testimony before the committee, 
the executive assistant of Bureau char
acterized the investigation as being both 
thorough and exhaustive. This investi
gation was in addition to the investiga
tion conducted by the committee sta1f 
and, in great part, in conjunction with 
it. It was with this background, Mr. 
President, that the members of our com
mittee met in executive session and voted 
to report the nomination to the Senate 
for consideration of all Members. 

At that session, on January 29, on the 
basis of the information before the com
mittee, I voted to report the nomination 
of Mr. Donovan. 

Several members of the committee, in 
accordance with their right, chose to 
vote "present". 

They indicated, and very properly so, 
that they needed additional time 1n 
which to analyze certain testimony and 
to study it very carefully before casting 
a vote "yea" or "nay" on the nomination. 

I am sure that all of the members of 
the committee, including the Senator 
now speaking, have utilized the last sev
eral days to further study the volumi
nous testimony that was before the 
committee. 

In th~s process I have not found any 
substantiated reason to vote against the 
nomination of Ray Donovan. 

I shall support the nominee on the roll
call. I shall do it believing that what I 
do will be right. I add that I hope it will 
prove to be so. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. EAGLETON. Mr. President, I am 
now managing Senator KENNEDY's t1me. 
I yield 2 minutes to Senator CRANSTON 
from California, and I will then use such 
time as I maY need. 

Mr. CRANSTON. I thank the Senator 
very much. 

Mr. President. I intend to vote to con
firm the nomination of Raymond J. 
Donovan to be Secretary of Labor. 

Disturbing allegations have been made 
about Mr. Donovan by some FBI inform
ants which suggest that he may have 
been associated unlawfully with individ
uals identified by the Bureau as being in-
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volved in organized crime activities. But 
I am equally troubled by -the dubious 
nature of the sources of the allegations 
and the inferences of guilt by 
association. 

The allegations against Mr. Donovan 
have not been substantiated by the FBI 
or by the committee. I am not convinced 
either that Mr. Donovan has totally re
moved .all shadow of doubt about his 
conduct--but, I repeat, there has been no 
solid evidence that his conduct has been 
other than honest and above board. 

The proper course for the Senate, I 
believe, is to approve Mr. Donovan's 
nom:nation. 

If, as some of my colleagues believe, 
the allegations require further investiga
tion those investigations should be un
dertaken by the Department of Justice 
as would be the case had they been 
raised subsequent to Mr. Donovan's as
sumption of office as Secretary of Labor. 

Mr. President, I have seen, as we all 
have, fine careers damaged and even 
ruined by allegations which never were 
proven in a court and never supported 
by substantial corroborating evidence. In 
one case I am personally familiar with 
Herman Silas, whom I recommended to 
be U.S. Attorney for the Eastern District 
of California was forced to resign be
cause an FBI informer alleged that he 
had taken a bribe. No evidence that I 
know of ever was offered other than the 
evidence of several lie detector tests. Mr. 
Silas failed two tests and passed a third. 
He was required to take the tests or face 
being asked for his resignation. Mr. 
Donovan I note refused to take a lie de
tector test. 

I support Mr. Donovan's right to re
fuse because I distrust the results of such 
examinations. 

We live today in a time of suspicions 
which too often turn out to be correct. 
We cannot afford to deny our suspicions 
or to pretend that they do not exist. But 
we can and should demand a high stand
ard of proof and a thorough investiga
tion before we act upon our suspicions. 

I do not think that we have been 
offered sufficient proof to reach a con
clusion regarding the truth of the alle
gations about Mr. Donovan. In that case 
a vote to confirm is not a judgment about 
the allegations. It is simply a decision to 
approve him for the job of Secretary of 
Labor. Any investigation into the alle
gations should and will continue un
affected by this vote. 

For these reasons I will vote "aye." 
The PRESIDING OFFICER (Mr. 

SCHMITT). The Senator from Missouri. 
Mr. EAGLETON. Mr. President, in my 

years in the Senate, no nomination has 
troubled me as much as Mr. Donovan's. 

I believe very strongly that any Presi
dent, regardless of party, must be given 
the widest possible discretion in desig
nating his Cabinet. The President faces 
the awesome responsibility of leading the 
country. Both history and logic dictate 
that he should be entitled to assemble 
the team of men and women whom he 
wants to help him do that job. In the 
past, I have voted to confirm Cabinet 
nominees about whom I had some mis
givings simply because the President 
wanted them and I thought he was en-

titled to have them. This deference to 
the President's Cabinet choices should 
not be absolute, but it should be very 
strong. 

As the minority report notes, the Don
ovan nomination "is almost unique in the 
history of Presidential nominations to 
the Cabinet because of the nature and 
gravlty of the allegations." The allega
tions charge that Mr. Donovan and 
Schiavone Construction Co., of which he 
is executive vice pres:dent, have engaged 
in various practices which violate the 
law, such as making illegal payments to 
secure "labor peace," submitting to ex
tortion and b:d rigging. The allegations 
also charge generally that Mr. Donovan 
or Schiavone Construction Co. have close 
ties with various organized crime figures. 
These are some of the most serious 
charges that could be leveled against a 
prospective Cabinet member. 

In response to the committee's con
cerns about the allegations, the FBI has 
conducted an intense investigation of the 
charges against Mr. Donovan. The FBI 
apparently spared no expense, but has 
operated under extraordinary time con
straints, in the glare of publicity in a 
politically charged atmosphere. While 
the Bureau has vouched for the relia
bility of its informants who have leveled 
charges against Mr. Donovan, the FBI 
has neither corroborated nor disproved 
most of the major allegations involved 
in this case. Frankly, given the time 
pressures, this is not a surprising out
come. It is almost impossible to corrobo
rate within a short period of time serious 
allegations of the sort leveled here. In 
fairness to Mr. Donovan, it is almost 
impossible, given any period of time, to 
disprove allegations of this sort. 

The basic issue then is whether Mr. 
Donovan should be confirmed for the 
Cabinet in light of the numerous seri
ous-albeit uncorroborated-allegations 
from six independent sources identified 
as reliable by the FBI which have sur
faced linking Mr. Donovan or Schiavone 
Construction Co. with organized crime 
and illegal conduct. 

Having carefully reviewed the FBI re
port, I find many of the allegations 
against Mr. Donovan to be unconvincing. 
The credibility of Mr. Donovan's chief 
accuser, Ralph Picardo, is suspect, and 
many of the details of his story were 
shown to be inaccurate. Thus, in my 
mind, the statements of Mr. Picardo 
standing alone would not be sufficient to 
cause me to vote against Mr. Donovan. 
However, Mr. Picardo's statement does 
not stand alone. There are at least six 
other independent--albeit uncorrobo
rated-allegations by other informants 
deemed reliable by the FBI. Therefore, it 
is the Picardo statement, plus the state
ments of the six other reliable, inform
ants, plus the Kantor matter, plus the 
63d Street matter, plus two other aspects 
of Mr. Donovan's testimony before the 
committee-which I will describe later
all of which in the aggregate cause me 
to oppose Mr. Donovan's confirmation. 

As to Mr. Donovan's testimony before 
the committee, I have the following to 
say. I find it difficult to believe Mr. Dono
van's testimony that he was unaware 
until recently that Joseph DiCarolis, the 

senior vice president at Schiavone Con
struction Co. and a close, personal friend 
of Mr. Donovan's, was subpenaed to 
appear before a grand jury and produce 
Schiavone's business records for that 
grand jury in connection with an investi
gation of a teamsters local in New York 
City. 

I am further troubled by an apparent 
discrepancy in Mr. Donovan's testimony 
to the committee in the course of the 
January 12 hearing. At that hearing, in 
connection with the allegations sur
rounding the 63d Street construction 
project and the "ghost employment" of 
Mr. Murray, Mr. Donovan testified to the 
committee that he had talked with Mr. 
William Finneran, executive director of 
the General Contractors' Association, on 
the preceding Saturday and that Mr. 
Finneran recalled a conversation with 
Mr. D~Oarolis at the time of Mr. Mur
ray's hiring clarifying the status of Mr. 
Gross' request to put a man on the pay
roll who did not actually do any work. 

Mr. Finneran subsequently told the 
committee staff that he told Mr. Dono
van that he did not receive a call from 
Mr. DiGarolis on this matter, but believed 
that his associate had received the call 
and told him about it. The inaccuracy of 
Mr. Donovan's testimony on the sub
stance of so recent a telephone conversa
t~on is particularly troubling to me. 

Obviously, all of the foregoing does not 
:r:rove beyond a reasonable doubt or a 
substantial doubt that Mr. Donovan is 
guilty of any criminal wrongdoing. But 
the sum aggregate of the material ad
duced at the committee hearings does 
leave me with some significant doubts 
about Mr. Donovan and Schiavone Con
struction Co., and the question becomes 
whether those doubts are .serious enough 
grounds to oppose Mr. Donovan's con
firmation. I think that they are, for sev
eral reasons. 

First, most close observers of Govern
ment, both here in Washington and out
side, subscribe to the view that there is 
a hierarchy among Cabinet pos:tions. In 
such a hierarchy, the position of Labor 
Secretary would fall within the lower 
echelon. To some people, this might sug
gest that a nominee for Labor Secretary 
might be acceptable despite concerns 
which would dictate a "no" vote if the 
same person had been named to a more 
powerful Cabinet position. 

Given the allegations surround'ng Mr. 
Donovan, I doubt whether the Senate 
would confirm him if the President had 
nominated him to be Attorney General 
of the United States. The possibility that 
the Nation's chief law enforcement of
ficer might have, or has had, some times 
to organized crime would be unaccept
able to the Senate. Yet, the Secretary of 
Labor occupies one of the most impor
tant law enforcement positions in this 
country. He cooperates closely with the 
Attorney General in Government strike 
force efforts against organized crime and 
racketeering. He has played a crucial 
role in taking the lead in investigations 
of the possible misuse of workers' pen
sion funds, such as the inquiry into 
wrongdoing by the Central States Pen
sion Fund and organized crime. He has 
the prime responsibility for enforcing 
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the Landrum-Griffin Act. As the mi
nority report notes-

These allegations [against Mr. Donovan] 
are even more disturbing because they come 
in areas over which the Secretary of Labor 
has direct jurisdiction: the integrity o! 
labor orga.niza;tlons, the soundness of union 
pension funds and the Depa.rtment's im
portant role 1n the coordinated etiort ~inst 
organized crime. 

Under these circumstances, the fact 
that the Labor Secretary is not of the 
"super Cabinet" rank does not justify 
the confirmation of Mr. Donovan. 

Second, in certain circumstances, a 
person's qualifications for a position are 
so exceptional and un~que to warrant 
confirmation even where various doubts 
about the nominee's past exist. 

When President-elect Reagan nomi
nated General Haig for Secretary of 
State, there were many Democrats who 
expressed concern about Haig's role in 
Watergate, bombing of Cambodia, and 
the wiretaps of newsmen and Govern
ment officials in 1969. However, General 
Haig's exceptional qualifications to be 
Secretary of State far outweighed those 
doubts for most Senators, including this 
one. 

The doubts about Mr. Donovan are ob
viously much different. But the Haig 
case is instructive in this sense. If the 
allegations about Mr. Donovan had not 
surfaced, I would have voted for his 
nominat:on without any particular en
thusiasm. He is a successful business
man, but he brings no special qualifica
tions or experience to the position of 
Labor Secretary. As a member of the 
Labor and Human Resources Committee 
since 1969, I have worked closely with 
every Labor Secretary-Democrat and 
Republican. In my m;nd, discounting the 
allegations completely, Mr. Donovan 
does not measure up to the standard of 
excellence set by some very distin
guished recent occupants of the posi
tion: Ray Marshall, William Usery, 
John Dunlop, and George Schultz. Since 
the allegations have surfaced, in balanc
ing the cost and benefits of confirming 
Mr. Donovan, I find a real potential for 
very substant!al costs-or risks-and 
very little benefit. His qualifications are 
not so compelling that we should over
look or downplay the allegations. If any
thing, in light of his limited qualifica
tiOns, the allegations assume an espe
cially significant proportion. 

Third, ultimately, I believe that it is 
necessary to balance the possibility that 
some of the allegations against Mr. Don
ovan might be true against the serious
ness of the allegations if they actually 
prove to be true. 

In this case, we are talking about the 
possibility that a Cabinet Secretary 
might have a compromising relationship 
with some elements of the organized 
crime community. If this relationship ex
isted and were undetected, the lawful 
process of government could be seriously 
damaged. If such a relationship were 
subsequently detected, it could have a 
devastating, detrimental effect on the 
public's already diminished confidence in 
our Government. The dangers inherent 
in this kind of a relationshiP-if it ex
ists-are so enormous we should avoid 

them even if the possibility of the "worst 
case" materializing is judged to be rela
tively low. 

The Senate is going to confirm Mr. 
Donovan as Labor Secretary. Obviously, I 
j'Oin with all other Members in hoping 
that the allegations against Mr. Dono
van are what he considers them to be; 
namely, baseless and scurrilous. I hope 
that the nominee will prove to be a dis
tinguished Cabinet member. However, 
because of the seriousness of the allega
tions, and because the FBI investigation 
has not resolved my doubts in a satisfac
tory fashion, I feel compelled to vote 
against his confirmation. 

I yield the floor. 
The PRESIDING OFFICER. Who 

yields time? 
Mr. HUMPHREY. Mr. President, I 

yield 4 minutes to the Senator from 
South Carolina. 

Mr. THURMOND. Mr. President, I rise 
in support of President Reagan's nomi
nation of Raymond J. Donovan of New 
Jersey to be Secretary of Labor. 

While I have not had the pleasure of 
prior personal acquaintance with Mr. 
Donovan, I have become familiar with 
his reputation as a successful, hard 
working, smart businessman who is 
knowledgeable and experienced in labor
management relations. He has played a 
key role over the past two decades in 
building the Schiavone Construction Co., 
into a multimillion dollar-volume firm, a 
company that increased its sales by an 
incredible $150 million last year, and is 
now one of the Nation's largest construc
tion businesses. 

As executive vice president of his com
pany, Mr. Donovan has specialized in 
handling matters involving financial in
stitutions and labor-management rela
tions. He has earned the resnect and ad
miration of his peers for his knowledge, 
ability, dynamism, and good character. 
Mr. President, those in the ranks of both 
business and labor who have worked with 
Raymond Donovan over the years regard 
him as hard-nosed, confident, and fair. 
Having once worked as a unionized em
ployee, he understands the problems and 
concerns of the working man, can talk 
their language effectively, and has a feel
ing of compassion for people that tem
pers his toughness as a businessman. 

Mr. President, I am pleased that the 
Secretary of Labor-designate has ex
pressed his sunport for State right-to
work laws. He has indicated his willing
ness to take a careful look at the Davis
Bacon Act, which I have long felt should 
be repealed or substantially revised. In 
general, he approaches the position to 
which he has been nominated with an 
apP.reciation for the imnortant resnon
sibilities of the office, with enthusiasm, 
and with an open mind. · 

Of course, Mr. President, I am not un
mindful of the serious allegations that 
have been made agalnst Mr. Donovan by 
several sources. including Mr. Ralph 
Ricardo, a paid FBl: informant with a 
long criminal record including a murder 
conviction. I have carefully followed the 
news accounts of these charges and the 
intensive FBI investigation which was 
conducted at the request of the chair
man and ranking member of the Senate 

Labor and Human Resources Commit
tee. I am familiar with the substance of 
the committee hearings held before and 
after the Ricardo accusations and with 
the favorable committee report which 
we have before us today. 

Mr. President, with respect to Mr. 
Donovan, the FBI has conducted the 
most thorough investigation of any Cab
inet nomination by President Reagan, 
having interviewed a total of 124 per
sons, examined 20 cash disbursement 
journals of Schiavone Construction Co., 
and scrutinized 90,000 canceled checks 
and invoices. Not a sc~ntilla of evidence 
has been found to substantiate or cor
roborate the charges of union payoffs or 
possible linkage between Mr. Donovan 
<or his firm) and organized crime. 

Mr. President, in my judgment, it is 
most unfair to hold Mr. Donovan re
sponsible for the inability of the FBI to 
absolutely disprove the serious charges 
raised against him by a man whose 
character and reputation are highly sus
pect. Moreover, since there is absolutely 
nothing in the hearing record, and no 
evidence that has come to light since the 
hearings of which I am aware, to cor
roborate these allegations, I believe the 
Senate is bound to dismiss them. Mr. 
Donovan has vigorously and unhesitat
ingly denied these charges. He has an 
excellent reputation and character in all 
respects, is well qualified for the position, 
and has the ability to be an outstanding 
Labor Secretary. I, therefore, hope that 
the Senate will vote to confirm him for 
this position. 

In closing, Mr. President, I commend 
the able chairman of the committee <Mr. 
HATCH) for the outstanding work he has 
done in this matter. 

Mr. HUMPHREY. Mr. President, it is 
with pleasure that I rise to support the 
confirmation of Raymond J. Donovan to 
be the next Secretary of Labor. Mr. 
Donovan is the choice of President Rea
gan, and I believe that the President's 
choice will bring a new vision and a new 
direction to the Department of Labor. 

Mr. Donovan has achieved the Ameri
can dream. Several decades ago, he 
invested his entire savings of $CJ ,600 in a 
new construction company. That com
pany, the Schiavone Construction Co., 
based in Secaucus, N.J., has prospered 
and performed about $1 billion worth of 
contracts during the last 20 years, and 
now has a backlog of $700 million worth 
of contracts. 

Businesses do not grow and prosper by 
themselves. Success requires a great deal 
of hard work, many sleepless nights and 
innumerable personal sacrifices. Success 
requires sound management and cool 
heads. Mr. Donovan has succeeded. He 
did not do it all alone. He worked along
side of Ron Schiavone, the president of 
Schiavone Construction Co. I am proud 
to note that he is a graduate of Dart
mouth College in mv own State of New 
Ham"'shire. Ron Schiavone and Ray 
Donovan have both succeeded and they 
are a credit to our free enterprise system. 

Ray Donovan knows the Federal Gov
ernment must be reformed if this Nation 
is to survive. He once stated that "We 
must get back to work, in both the busi
ness and labor communities, and get 
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Government out of the forced partner
ship that has been pushed upon it. A good 
place to start would be to look at the 
regulations on both industry and labor 
that have added to our noncompetitive 
position in such things as a~to manu
facturing and steel." 

In his testimony before the Labor and 
Human Resources Committee, Mr. Dono
van further noted that: 

My preference is not going to be measured 
bv the number of rules or regulations issued, 
but the results achieved. I am interested in 
results whether it be in the area of better 
management relations, better health and 
safety, equal access to the workplace, or a 
more rapid transition from unemployment to 
work. In my view, it is results, not programs, 
that count. 

Mr. President, I really think that 
these comments are right on the mark, 
and I believe that Mr. Donovan would 
work well with President Reagan as he 
attempts to bring more commonsense 
to the Federal Government. 

Mr. Donovan is a courageous man. 
He, his family, and friends have had to 
cope with the media show engendered 
by allegations raised by unsavory indi
viduals. In view of the importance of the 
office which Mr. Donovan would occupy, 
these allegations required a thorough 
investigation. Such a thorough investi
gation was conducted. The FBI devoted 
over 1,400 agent hours and the ms 
spent 29,000 man-hours. Neither of these 
agencies is noted for being anything but 
thorough and ruthlessly professional. In 
addition to the FBI and the ms, the 
Senate Committee on Labor and Human 
Resources, ably chaired by my friend, 
the Senator from Utah (ORRIN HATCH) 
asked very tough questions and con
ducted its own thorough review. Abso
lutely nothing was found to substantiate 
any of the allegations made against Ray 
Donovan or his company. 

It would have been easy and readily 
understandable for Mr. Donovan to with
draw his name from consideration. He, 
his family, and friends suffered greatly 
while faceless individuals and known 
criminal elements attempted to besmirch 
Mr. Donovan's good name. That Ray 
Donovan persevered during tftlese diffi
cult times is truly impressive. In the end, 
all the investigations simply confirmed 
that Ray Donovan is a successful busi
nessman, who is labeled tough, but fair, 
in his labor negotiations and who is an 
outstanding citizen. 

In short, after careful consideration 
of all the issues involved, I find every 
reason to support President Reagan's 
choice to be Secretary of Labor. To do 
otherwise would, in my view, mean that 
we had abandoned this Government of 
the people to the whims of certain crim
inal elements. I, therefore, urge my col
leagues to join me in confirming Ray
mond J. Donovan as Secretary of Labor. 
I look forward to working with Ray 
Donovan in the difficnlt times ahead. 
And I think that Ray Donovan looks for
ward to working with the Congress. In 
his testimony before the Labor and 
Human Resources Committee, he had 
this to say about his future dealings with 
the Congress: 

Although this is the first time I have ever 
appeared before this distinguished group, I 
am hopeful that it is only a beginning of 
what we both Will eventually judge to be a 
productive and pleasant relationship. Cer
tainly no Secretary of Labor can perform his 
function in a sensitive a.nd competent man
ner if he is unable to relate to the Members 
of Congress charged with the responsib111ty 
of passing legislation which the Secretary of 
Labor must administer. I would like to take 
this opportunity to pledge to you that I will 
do everything I can to work in a cooperative 
fashion with you a.nd to seek your counsel 
on major questions affecting the Department 
of Labor. I cannot promise I will always take 
your advice, but I can promise that I will 
weigh it seriously. 

Mr. President, these words of Ray 
Donovan confirm once again that Presi
dent Reagan has made a wise selection, 
and I urge my colleagues to confirm this 
nomination. 

Mr. President, I simply want to say, in 
closing, that I think Mr. Donovan has 
proven himself to be a very brave man 
indeed. It is a wonder to me that some
where during the proceedings during 
which he was dragged through the mud, 
he did not simply rise from his seat and 
say, "To hell with it. I do not need this, 
my family does not need it, nor do my 
associates." But he stuc·k with it, and 
he has, in my view, been exonerated by 
the FBI and the committee, itself. 

Mr. President, some Members of the 
Senate feel that enough allegations have 
been raised that this nomination should 
not be confirmed, even though those alle
gations have not been proven by the FBI. 
I am afraid that what these Members are 
proposing is that we allow Presidential 
nominees to be vetoed, in effect, by any 
person or number of persons, any single 
person or party who, for their own rea
sons, based or otherwise, decide they do 
not like a particular nominee. 

If Mr. Donovan's nomination was de
feated on th;s basis, some very low in
dividuals would have achieved the torpe
doing of his nomination. I think that 
would be a bad precedent to set. I thank 
the Chair. 

Mr. KENNEDY. Mr. President, I yield 
myself such time as I may use. 

1: ~honlri likP. to propound a question to 
the Senator from Utah, if I may, as we 
conclude the consideration of the nom
inee. That is, should the Committee on 
Labor and Human Resources or the 
memb~rs of the committee receive a]ega
tions of the nature and the substance of 
those that have previously been referred 
to the FBI, what would be the intention 
of the chairman of the committee? 

Mr. HATCH. As far as I am concerned, 
if there are substantial allegations, I 
think we would have to refer them to the 
FBI to check out and to do away with. 
As the Senator knows, this has been a 
very difficult set of hearings, a very dif
ficult set of investigations. The Senator 
knows his investigators and my investl
gators have worked together in a bipar
tisan way to try to resolve this. I think we 
have looked at every possible problem 
there has been. Some of them are 
unresolvable. 

I think what it comes down to is a 
good-faith effort on our parts to make 
sure that the people of this country are 

protected and that any allegations of a 
ser·ous nature should be referred to the 
FBI. I shall cont!nue to do that as we 
have relied on the FBI in the past. 

Mr. KENNEDY. Mr. President, I thank 
the chairman of the committee. It will 
certainly be my intention, and I know I 
speak for our colleagues, to make this a 
bipartisan or nonpartisan effort. I wel
come those assurances from the chair
man of the committee that, should there 
be brought to the attention of the com
mittee those kind of allegations or 
charges, in fairness to the individual or 
the Cabinet member, we shall have them 
resolved by the Bureau the best that we 
can. 

Mr. HATCH. As my dear friend knows, 
Mr. President, we have tried to do that 
in the past and will do that in the fu
ture, not only for the present, for Mr. 
Donovan, but for the committee and for 
our country as well. I think it is some
thing that has to be done. 

I might, in that regard, stress that 
the FBI role in this matter has been 
crucirul. We have relied heavily upon 
them. They have basically said two 
things: That their examination has re
solved itself in favor of Mr. Donovan; 
secondly, that if this had been a crim
inal investigation, they would have dis
continued it long ago. 

They have, I think, vigorously gone 
af.ter the things we have asked them to 
investigate. 

Before I yield to the distinguished 
Senator from Illinois, there is one other 
thing. That is that I think Mr. Donovan 
has made a very important set of points 
to us before the committee. I asked this 
question: 

Do you believe the Government's focus on 
Ol"lga.nized crime's influence on the labor 
movement is overstated, understated, or 
about right at the present time? 

Mr. DoNOVAN. I don't know the extent of 
these investigations. so I couldn't comment 
on whether it's overstated or understated. 

I would say this, that if this type of crime 
exists, it should be rooted out and, as Sec
retary of Labor, I assure you that I will root 
it out. 

The CHAmMAN. Then you do see yourself 
as an active Secretary with regard to pursu
ing organized crime's influence on the labor 
movement? 

Mr. DoNOVAN. Yes; on the grounds of 
morality, but also on the grounds that they 
are impe:ling the right of the wage e.:~.rners 

of this country. 
The CHAm MAN. And I presume that if 

there are companies that are involved in 
organized crime, that you would be just as 
interested in pursuin~ investigations per
tainin~ to them as well? 

Mr. DoNovAN. Tha-t's correct, Senator. 
The CHAmMAN. I might mention, a.s chair

man of the Labor Committee, it is my inten
tion to perform extensive oversight of many 
Department of Labor-rela.ted programs, a.nd 
I shall be making a. number of specific re
quests for internal Department of Labor 
documents. 

Now, whS~t is your &~ttltude toward con
gressional oversight of executive branch ac
tivities a.t the Department level, a.nd in 
particular, in this area. of criminal activity 
a.nd other improper activities? 

Mr. DONOVAN. I welcome it. 
The CHAmMAN. Would you cooperate With 

the committee a.s we go into these matters? 
Mr. DONOVAN. I assure you that I will. 
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I think it is important to note that 

Mr. Donovan has made a good impress on 
on the committee and I believe certainly 
has more than adequately answereu tne 
allegations that have been made against 
him. Unfortunately, in these matters, 
where people step down to take public 
o:ffi.cial positions, we do have allegations 
that seem to come out of the woodwork. 
In this particular case, we have had an 
overabundance of them. As I have said 
earlier, I think most of them have been 
done away with by proof and on the 
others, we have to accept Mr. Donovan's 
word. I do. 

At this point, Mr. President, I yield 
such time as he needs to the dis tin
guished Senator from Illinois. 

Mr. DIXON. I thank the chairman of 
the Committee on Labor and Human Re
sources for yielding me a very brief time 
for a statement, Mr. President. 

I am voting a:ffi.rmatlvely for the Presi
dent's nomination of Raymond J. Dono
van as Secretary of Labor. However, I 
cast this vote with reservations. Allega
tions made against Mr. Donovan have not 
been substantiated. This being the case, 
I think it would be unfair to vote nay. 
The FBI has investigated and has not 
been able to corroborate the charges 
made-charges which have been outlined 
in some detail in the report of the Com
mittee on Labor and Human Resources. 

In the absence of such verification, 
Mr. President, I feel compelled to give 
Mr. Donovan the benefit of the doubt. 
Although I am casting my vote in the 
affi.rmative, I am left with a continuing 
sense of unease. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. HATCH. Mr. President, I am pre
pared to yield back the remainder of my 
time. 

Mr. KENNEDY. Mr. President, I yield 
30 seconds to the Senator from Rhode 
Island. 

Mr. PELL. Mr. President, the issue be
fore the Senate this morning presents 
me with a diffi.cult choice, a choice be
tween believing one or another of two 
incredibly divergent bodies of informa
tion. In fact, in my 20 years in the Sen
ate I do not recall having to resolve such 
direct and fundamental conflicts as in 
the information bef·ore me. 

On the one hand, the Committee on 
Labor and Human Resources has 
listened to the testimony of Mr. Dono
van. He impressed me as an honest man 
and his vigorous defense of his reputa
tion was very credible to me. 

On the other hand, the committee re
ceived grave allegations about Mr. Don
ovan made by as many as ei~ht different 
sources. Most, if not all, of these sources 
have connections with organized crime, 
but they are otherwise seemingly uncon
nected. 

I realize that neither the FBI nor the 
committee has been able to substantiate 
any of these allegations. But I am also 
aware of no evidence which suggests 
any reason why theRe sources would 
falsely accuse Mr. Donovan. 

I am concerned that we not unjustly 
accuse a man based upon purely hear
say evidence but I am also deeply con
cerned about the serious nature of the 

allegations which have been made 
against Mr. Donovan. 

The Secretary of Labor has a vital role 
in the Federal Government's efforts to 
combat organized crime. There is no 
proof to link Mr. Donovan with any 
cr:minal conduct. However, there is a 
cloud of smoke surrounding his nomina
tion which could seriously impair his 
ability as Secretary of Labor to protect 
the interests of the working men and 
women of our country. 

This choice is a particularly diffi.cult 
one for me. I have thought long and 
hard about this matter. 

In my view, there is a cloud of doubt 
about Mr. Donovan which causes an un
necessary and unacceptable risk in con
firming him. Therefore, I intend to vote 
against his confirmat~on. 

I pray that time will show my worry 
unfounded and that Mr. Donovan will 
give our Nation the service we wish. 

Mr. DECONCINI. Mr. President, the 
allegations that have been raised regard
ing Mr. Donovan, and the Federal Bu
reau of Investigation's apparent inabil
ity to either contradict or confirm at 
least some of those allegations places me 
in somewhat of a quandary-for I would 
like to support the President's nominee. 
I know that the Labor and Human Re
sources Committee's staff, its chairman, 
Senator HATCH, and ranking minority 
member, Senator KENNEDY, and other 
members of the committee have spent 
innumerable hours wrestling with the 
charges that have been made-yet no 
clearcut answers have emerged. 

I concur with several of my colleacmes 
who have expressed concern that while 
the nominee possesses exemplary man
agement skills gained in the private sec
tor, is a successful businessman as evi
denced by his company's dramatic in
crease in business over the past two dec
ades, and has participated in community 
oriented activities, he is relatively inex
perienced with many of the programs 
that he as Secretary of Labor must ad
minister. In most cases I would not con
sider this issue to be of great significance 
in determining whether or not to support 
the nominee for most Presidential nomi
nees, including this one, possess the 
mental capabilities to quickly attain the 
requisite skills for administering an 
agencv such as the Labor Department. 

However, when considered in conjunc
tion with doubts by existing allegations, 
and that these allegations relate to areas 
Which the Secretary of Labor has juris
diction--such as the Department's role 
in fighting organized crime-greater 
weight must be given to all facets of the 
nominee's record. 

Perhaps if more time were available 
for the FBI and the committee to inves
tigate the allegations would be repudi
ated. However, I know that the adminis
tration and the Senate majority wish to 
have the Cabinet members confirmed as 
expeditiously as possible. Thus. with this 
cloud of uncertainty, along with the pre
Viously mentioned concerns, dominating 
the record at the time that the Senate is 
meeting its constitutional obHgation of 
advice and consent, I must oppose the 
confirmation of the nominee. 
• Mr. LEVIN. Mr. President, I have been 

deeply troubled by the record which has 
emerged in the hearings on Mr. Dono
van s nomination to serve as Secretary of 
Laoor. I have rev .. ewed the FBI report of 
th~ir investigat_oru;, I have read the com
mittee report, and I have looked at the 
hearmg record as well. Based on that 
m.aterial, if I were to vote on my sense 
o.c .smeu, I wowd vote "no." But I have 
been an attorney too long to allow my
se~ t? make decisions on that basis. My 
trammg teaches me that allegations of 
wrongdoing need be proven, not just 
made, and in this case the proof is not 
adequate. 
Wh~le I feel compelled by the lack of 

proven allegat:ons to vote in favor of the 
nominee, I believe there should be a con
tinuation and completion of the FBI in
vestigation into the various charges 
which ha~e been made. I trust that those 
of my colleagues who were skept:cal 
enough to vote "no" will consider initiat
ing such a request so that, one way or 
another, no unnecessary cloud will cover 
the term of o:ffi.ce of the Secretary of 
Labor.e 

Mr. MITCHELL. Mr. President the 
maxim of our system of justice ~hich 
holds that every person is presumed in
nocent unless facts to the contrary are 
established, leads me to cast an affi.rma
tive vote for the nomination of Raymond 
J. Donovan to be Secretary of the De
partment of Labor. 

I do not do so without some serious 
m'sgivings; although the fact of guilt 
has not been proven, the FBI has been 
unable to disprove the many allegations 
made in connection with this nomina
tion. 

Allegations linking organized crimi
nals and their activities with one of the 
highest offices in our Government pre
sent the Senate with a serious situation. 

The post of Cab'net member is one of 
the highest honors our Government has 
to offer. It places the officeholder in the 
President's inner circle. Through its 
stewardship of a major agency, it re
flects one of our Government's highest 
priorities. 

In this instance, the post in question 
heads the department to which the work
ing men and women of the country look 
for the protect'on of their legitimate in
terests. The Department of Labor has a 
mandate as broad as any in Government 
and, no less than anv other agency's, its 
Secretarv must be able to discharge his 
duties without there being any cause to 
doubt his in~rity. 

The verv serious allegations aired dur
ing the confirmation hearing on Mr. 
Donovan cannot help but concern all 
Members of the Senate. 

It is doubly unfortunate that the FBI 
W!'l,c: nn <~ h 1 e to dispel completely any 
basis for these allegations: It is unfortu
nate for the sake of Mr. Donovan him
self, whose reputation has not been en
hanced; and it is unfortunate for our 
GovernmeTlt. becam.;e poHcymaking posi
tions ought to be in the hann"' of individ
uals of unquestioned integrity. 

As a former judge. I cannot and will 
not disregard the most basi.c tenet of our 
svstem of justice: Guilt must be proven 
beyond a reasonable doubt. Innocence 
must be presumed in fact as well as in 
theory. 
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It is perhaps regrettable that in t~e 
discharge of his responsibility the Presi
dent has felt the need for assistance in 
his Cabinet by a nominee over whom so 
many questions hang. But that is the 
President's decision, and under our sys
tem of government he is entitled to make 
that decision. 

In the discharge of my responsibility, 
I will consent to the nomination-but I 
will advise that the serious nature of 
these charges makes it imperative that 
the President recognize that he has a 
special responsibility to act promptly 
should future action be necessary. If evi
dence later indicates that perjury-or 
any other criminal act-has been com
mitted by Mr. Donovan in connection 
with this nomination, or prior thereto, 
I expect the President to immediately 
discharge Mr. Donovan and to refer the 
matter to the Department of Justice for 
appropriate proceedings. This is a seri
ous expectation-but I believe charges 
of this gravity demand a serious re
sponse. 

My vote for this nominee does not re
flect approval of the notion that "not 
proven guilty" is a sufficiently high 
standard for an aspirant to Cabinet 
rank. It reflects my judgment that alle
gations which have not been corrooo
rated are an insufficient basis on which 
to deny the President his choice of a 
Cabinet officer. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. KENNEDY. I yield back the re
mainder of my time. 

Mr. HATCH. I yield back the re
mainder of my time. 

The PRESIDING OFFICER. All time 
having been yielded back--

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

The PRESIDING OFFICER. The 
clerk will call the roll. 

The legislative clerk proceeded to call 
the roll. 

Mr. HATCH. Mr. President, I ask 
unanimous consent that the order i'or 
the quorum call be rescinded. 

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

Mr. HATCH. Mr. President, have the 
yeas and nays been ordered? 

The PRESIDING OFFICER. The yeas 
and nays have been ordered. 

The question is, Will the Senate advise 
and consent to the nomination of Ray
mond J. Donovan, of New Jersey, to be 
Secretary of Labor? The yeas and nays 
have been ordered. The clerk will call 
the roll. 

The legislative clerk called the roll. 
Mr. STEVENS. I announce that the 

Senator from Mississippi <Mr. CocH
RAN) is necessarily absent. 

Mr. CRANSTON. I announce that the 
Senator from Nevada (Mr. CANNON), 
and the Senator from Montana <Mr. 
MELCHER) are necessarily absent. 

The PRESIDING OFFICER. Are 
there any other Senators in the Cham
ber who desire to vote? 

The result was announced-yeas 80, 
nays 17, as follows: 

(Rollcall Vote No. 19 Ex.] 
YEAS-80 

Abdnor 
Andl"ewo 
Armstrong 
Baker 
Bentsen 
Biden 
Boren 
Boschwitz 
Bradley 
Bumper• 
Burdick 
B~d, 

Harry F., Jr. 
Cha!ee 
Cohen 
cranston 
D'Ama.to 
Danforth 
Denton 
Dnc.on 
Dole 
Domenici 
Durenberger 
East 
Ex on 
Ford 
GB.rn 

Glenn 
Goldwater 
Gorton 
Grassley 
Hatch 
Hatfield 
Ha.wk.ins 
Hayakawa 
Heflin 
Heinz 
Helms 
Humphrey 
Inouye 
Jackf;on 
Jepsen 
JohnSton 
Kassebaum 
Kasten 
Laxalt 
Levin 
Long 
Lugar 
Mathlaa 
Matsunaga 
Mattingly 
McClure 
Mitchell 

NAYS-17 
Baucus Ha.rt 
Byrd, Robert C. Hollings 
Cbiles Huddleston 
Deeoncini Kennedy 
Dodd Leahy 
Eagleton Metzenbaum 

Mllynihan 
Murkowski 
Nickles 
Packwood 
Percy 
!Pressler 
Pryor 
Quayle 
Randolph 
Roth 
Rudman 
Sarbanes 
Sasser 
Schmitt 
s:.mpson 
Specter 
St-afford 
Stennis 
Stevens 
Symms 
Thurmond 
Tower 
Wallop 
Warner 
Weicker 
WilLiams 
Zortnsky 

Nulllll 
Pell 
Pronnire 
Riegle 
T&o.ngas 

NOT VOTING-3 
ca.nnon Cochran Melcher 

So the nomination was confirmed. 
Mr. BAKER. Mr. President, I move 

to reconsider the vote by which the nom
ination was confirmed. 

Mr. HATCH. Mr. President, I move to 
lay that motion on the table. 

The motion to lay on the table was 
agreed to. 

Mr. BAKER. Mr. President, I ask 
unanimous consent that the President be 
immediately notified of the confirmation 
of this nomination. 

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

Mr. KENNEDY. Mr. President, I ask 
unanimous consent to proceed for just 1 
minute. 

The PRESIDWG OFFICER. Without 
objection, it is so ordered. The Senator 
may proceed for 1 minute. 

Mr. KENNEDY. While there are Mem
bers of the Senate here--

The PRESIDING OFFICER. Will the 
Senator suspend? May we have order in 
the Senate, please? 

Mr. KENNEDY. I want to indicate to 
my colleagues and to acknowledge the 
leadership of the Senator from Utah on 
this particular Presidential nomination. 

I want to join in congratulating Mr. 
Donovan and to give him the assurances 
that we will look forward as members 
of the committee, and I, as a Member 
of the Senate, to working closely with 
him. 

I want to thank the Senator from 
Utah, the chairman of the Committee on 
Labor and Human Resources, for the 
way in which this nomination was han
dled. 

It has been a difficult nomination for 
a variety of reasons and from a variety 
of different points of view, but he has 
handled it with great statesmanship, and 
I think all of us want to acknowledge 
the role he has played. 

I want to congratulate Mr. Donovan 

on winning the nomination this after
noon. 

Mr. HATCH. Mr. President, I would 
likewise compliment the distinguished 
Senator from Massachusetts for the 
great deal of cooperation he gave and 
for the bipartisan effort we were able 
to put together in considering this mat
ter, and again I would likewise extend 
my congratulations to Secretary Dono
van at thls time. 

ORDER OF BUSINESS 
Mr. BAKER. Mr. President, what is the 

business now before the Senate? 

DEPARTMENT OF DEFENSE 
NOMINATION OF FRANK C. CARLUCCI, OF VIR

GINIA, TO BE DEPUTY SECRETARY OF DEFENSE 

The PRESIDING OFFICER. The clerk 
will state the next nomination on the 
Executive Calendar. 

The legislative clerk read the nomina
tion of Frank C. Carlucci, of Virginia, to 
be Deputy Secretary of Defense. 

Mr. BAKER. Mr. President, is there 
a time limitation on this nomination? 

The PRESIDING OFFICER. The Sen
ator is correct. There is a time limitation. 

LEGISLATIVE PROGRAM FOR THE 
REMAINDER OF THE WEEK 

Mr. ROBERT C. BYRD. Mr. President, 
I ask unanimous consent that I may pro
ceed for not to exceed 2 minutes. 

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

Mr. ROBERT C. BYRD. Mr. President, 
I take this time to inquire of the dis tin
guished majority leader as to what the 
program will be for the rest of the day 
and for the rest of the week, if he is able 
to tell us. 

Mr. BAKER. Mr. President, will the 
distinguished minority leader yield to 
me for a moment? I am happy to re
spond to his request. The business now 
before the Senate is the nomination of 
Frank Carlucci. There is a time agree
ment on that nomination. If my mem
ory serves me correctly it is 2 hours and 
15 minutes. 

Following on after that I expect we 
will reach the hour of 6:15 p.m. or 
thereabouts, and I hope the Senate will 
recess over until Thursday. 

On Thursday, Mr. President, I hope 
we will be in a position to consider other 
nominations which are on or may reach 
the Executive Calendar, and following 
after that it would be my expectation 
or my hope as well that we would re
ceive a message from the House in 
respect to the extension of the debt 
limit. 

If that is the case then I would ex
pect the Senate to proceed to the con
sideration of that House-passed message 
or a companion measure. 

I would fully expect the Senate would 
be in late, perhaps as late as 10 o'clock 
or later, on Thursday in order to try 
to deal with that measure, and to be 1n 
session on Friday as well. 

The necessity of that, of course, is 
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obvious since we are advised that the 
requirements of the Treasury Depart
ment are such that they say we must 
dispose of this issue before the Senate 
goes out, if indeed it does go out, for 
the Lincoln Day recess. 

So I would hope we could complete 
consideration of the debt ceiling matter 
on Thursday afternoon, Thursday eve
ning and on Friday. 

If that is the case, and if we have 
disposed of it, then we would go out, 
assuming that a recess resolution is 
adopted, at the close of business on 
Friday, and return then on the opening 
of business on the 16th. 

Mr. ROBERT C. BYRD. If the Senate 
has not completed action on the debt 
limit extension by the close of business 
on Friday, is it the intention of the 
distinguished majority leader to have 
the Senate in on Saturday or Monday 
or would the Senate go over until the 
following Monday? 

Mr. BAKER. Mr. President, I appre
ciate the inquiry, but an absolute sur
plus of optimism requires that I answer 
the minority leader by saying I am con
fident we can finish consideration of the 
debt limit extension by Friday after
noon or Friday evening. Of course, if 
we cannot, we will have to reconsider, 
but I express my absolutely deep 
optimism. 

DEPARTMENT OF DEFENSE 
NOMINATION OF 'FRANK C. CARLUCCI TO BE 

DEPUTY SECRETARY OF DEFENSE 

The Senate resumed consideration of 
the nomination. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. 'roWER. :Mr. President, what is 
the parliamentary situation? 

The PRESIDING OFFICER. The par
liamentary situation is the nomination of 
Mr. Frank C. Carlucci to be Deputy Sec
retary of Defense. We are under a 
unanimous-consent agreement. The Sen
ator from Texas has 30 minutes. 

Mr. TOWER. Mr. President, I suggest 
the absence of a quorum and I ask 
unanimous consent that the time con
sumed be charged against no one's time. 

The PRESIDING OFFICER. Is there 
objection? The Chair hears none, and it 
ts so ordered. The clerk will call the roll. 

The assistant legislative clerk pro
ceeded to call the roll. 

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

The PRESIDING OFFICER. Without 
objection, 1t is so ordered. 

Mr. TOWER. Mr. President, today we 
are considering the nomination of Mr. 
Frank C. Carlucci to be the Deputy Sec
retary of Defense. This is an enormously 
important position, although it is called 
a sub-Cabinet position, Deputy Secretary 
of Defense. · 

Mr. STENNIS. Mr. President, may we 
have order, plaase? 

The PRESIDING OFFICER. The Sen
ator will suspend, the Senate will come 
to order. Staffs will slow down in their 
meanderings around the Chamber, and 
we will have order. 
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The Senator from Texas. 
Mr. TOWER. The Deputy Secretary of 

Defense has responsibilities that are at 
least commensurate, if not greater, than 
those of many Cabinet officers. It is on 
his shoulders that the day-to-day re
sponsibility for the operation of the De
partment of Defense falls. I believe that 
the President of the United States has 
made a wise selection in nominating Mr. 
Carlucci for this important position. 

Very importantly, he has the complete 
confidence of our new Secretary of De
fense, Mr. Weinberger. Mr. Carlucci has 
a distinguished record of public service, 
having served as a Foreign Service offi
cer where he particularly distinguished 
himself as Ambassador to Portugal in 
very difficult and trying times and rep
resented American interests there-in
deed, I think the interests of the alli
ance-in a very credible and significant 
way. 

He has also served his country as an 
officer in the U.S. Navy and other posi
tions in the executive branch. He served 
in the Office of Management and Budget, 
he has served as deputy in the Depart
ment of Health, Education, and Welfare, 
and brings, of course, a considerable 
amount of administrative experience to 
this particular job. 

I think that the important thing is 
that he knows his way through the power 
structure in this town. He knows his 
way through the maze of the bureauc
racy. And I think, therefore, by virtue 
of that experience, he can accomplish 
a great deal early in his tenure as Dep
uty Secretary of Defense. 

Mr. President, I urge the Senate to act 
favorably on the nomination of Mr. Car
lucci. 

Mr. President, I yield 2 minutes to the 
distinguished Senator from Rhode Is
land. 

Carlucci brings to this job are the type 
of characteristics that are needed there. 

As the distinguished Senator from 
Texas just mentioned, he knows his way 
around the Government service. He 
knows the inner workings of the bu
reaucracy. He has wisdom and judgment 
so that he will call forward the many 
talents that are available to him. He will 
soon learn the di1ferent weapons systems 
and the technical parts of the job, but 
most of all he will bring this wisdom and 
this decisiveness. What you need over 
there is somebody who can make up his 
mind and make it up quickly, and cer
tainly Mr. Carlucci can do that. 

I think it is a splendid appointment 
and I support it wholeheartedly. I thank 
the distinguished Senator from Texas for 
yielding me that time. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. GOLDWATER. Will the Senator 
yield me a few minutes? 

Mr. TOWER. I would prefer that the 
distinguished ranking member be per
mitted to speak at this point, if the ,Sen
ator from Arizona could withhold for a. 
moment. 

Mr. GOLDWATER. Yes. 
The PRESIDING OFFICER. The Sen

ator from Mississ;ppi. 
Mr. STENNIS. Mr. President, I under

stand that I was given some time to have 
control of. 

The PRESIDING OFFICER. The Sen
ator from Mississippi has 30 minutes. 

Mr. STENNIS. I yield myself 3 min
utes, Mr. President. 

Mr. President, our committee went 
into th;s nomination with thoroughness. 
The nominee is well known in Govern
ment circles here in Washington, where 
he has a reputation of being a "can-do" 
man, a hard worker, with a good back
ground of knowledge accumulated, with 
talent and with considerable drive, you 
might sa.y, and purpose, as he follows his 
dut:es. He has also had some experience 
in diplomacy. 

I base my judgment largely on the 
experience that he has had, not directly 
in the military, but he is well versed in 

Mr. Carlucci is an extremely able man, the Government activities and he is a 
with many, many years of distinguished fast learner and a hard worker. He will 
service with our Government. graso the special problems, I think, in 

Mr. CHAFEE. Mr. President, I rise in 
enthusiastic support of this nomination 
of Mr. Carlucci to be Deputy Secretary of 
Defense. I think it is an excellent ap
pointment and I congratulate the Presi
dent on this choice. 

As has been mentioned by the Senator . the Department of Defense with thor
from Texas, his career in the Foreign oughness and with rapidity and will be in 
Service was most able. I have had the a position where he can be of great serv
privilege during the past 4 years to work ice to the Secretarv of Defense. And this 
closely with Mr. Carlucci, during which has grown to be such a vast job, a vast 
time I have served on the Intelligence amount of work in decisionmaking, con
Committee and Mr. Carlucci has been a s;deratton of problems and facts that go 
Deputy Director of Central Intelligence. with it th'at the Secretary of Defense 
There he has conducted himself with needs s~meone to whom he can delegate 
brilliance. He is thoughtful; he is bright. not only the day-to-day responsibi.lities, 
He is not only intelligent-we see lots of but the higher level res:ponsi.bUities of 
intelligence around this Capitol-but I the office delegated to a degree. 
think in addition he is a very wise person. I und~rstand that these gentlemen 

Some have suggested that he has not have worked together and understand 
worked closely with the military in the each other and really represent major 
past; that he does not know weapons asuects of a team. 
systems; that he has not been in the So I am satisfied with the nomination 
manufacturing business; and that he has and hope and believe that it will work 
not been high in the echelons of the Pen- well. 
tagon in the past. I have no further comments. I yield 

Well, Mr. President, I have had a the floor, Mr. President. 
chance to observe the Pentagon activities Mr. TOWER. Mr. President, I yield 
at a pretty close range for 4 years and I 3 minutes to the distinguished Senator 
think that the characteristics that Mr. from Arizona. 
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The PRESIDING OFFICER. The Sen
ator from Arizona. 

Mr. GOLDWATER. I thank my chair
man. 

Mr. President, I have heard it reported 
that conservatives are opposed to Mr. 
Carlucci's appointment. While there may 
be doubts in some people's minds about 
my conservatism, I still cling to it and 
refuse to budge one inch from it and 
I want to back Mr. Carlucci. 

I think the big problem here with the 
people who are reportedly opposing Mr. 
Carlucci is they do not know him. Hav
ing served in the CIA, he is not a man 
that would be known, although he was 
our Ambassador to Portugal. He has done 
a wonderful job for our country as Am
bassador. In fact, I think I can safely 
·say if it had not been for his efforts we 
would have lost Portugal to the Soviet 
interests. 

He has had a long experience in gov
ernment. He brings to the Department 
of Defense something that I think can 
be used very well, and that is managerial 
experience and the understanding of the 
intricate operation of government in 
this town. 

In fact he made a good comment while 
we were questioning him before the com
mittee. He said: 

Whlle I do not bring to the post of Deputy 
secretary either direct Pentagon experience 
or experience in the Defense industry, I do 
bring a knowledge of the Soviets' work, what 
their capab111ty is, and how our military 
strength might be applied in pursuit of our 
foreign policy goals. It seems to me that this 
should be the starting point for the planning 
process that leads to our procurement, man
power, and training program. 

I think that, if he had said nothing 
else, Mr. President, is an indication of 
Mr. Carlucci's thinking, an indication of 
his background, an indication of his great 
desire to do for our country that which 
so badly needs being done; namely, build 
up a m!litary strength, while not over
whelmingly strong compared to others, 
at least strong enough for us to stand on 
our own two feet and not have to be 
shoved around and spat upon by coun
tries such as we have just experienced. 

I have no difficulty at all as a conserva
tive Member of this body in backing Mr. 
Carlucci, and I would hope that my col
leagues would look upon him favorably. 
I think he will do a fine job for our coun
try. His background is exactly what we 
need. The fact that he does not have 
military experience does not bother me 
because we have had many a man in the 
Pentagon who has done outstanding 
work, who probably did not know one 
end of a rifie from another. But they 
have done good work because they had 
management experience. They under
stand the Government and they under
stand what it takes to get along in this 
town to get the job done. Mr. President, 
I intend to back him and I urge my col
leagues to do the same. I yield the fioor. 

The PRESIDING OFFICER <Mr. 
D'AMATO). Who yields time? 

Mr. TOWER. Mr. President, I yield to 
the Senator from Virginia such time as 
he may require. 

Mr. WARNER. Mr. President, I thank 
the distinguished chairman of the Armed 
Services Committee. 

I wish to join with my fellow conserva
tive, Senator BARRY GOLDWATER, in un
qualifiedly supporting the nomination of 
Mr. Carlucci. 

As the distinguished Senator from Ari
zona will recall, it was my privilege to 
introduce Mr. Carlucci before the Senate 
Armed Services Committee. He is a resi
dent of Virginia and, therefore, a con
stituent. I did not lightly take this obli
gation to introduce him. Quite to the 
contrary, it was a privilege for me to do 
so because I had known the nominee for 
over a decade, both personally and pro
fessionally in Government service. 

During the period of time that I served 
in the Pentagon, on several occasions we 
had the opportunity to work together on 
some of the most sensitive issues brought 
before the Department of Defense. 

I respect the concerns expressed by 
some of our colleagues regarding this 
nomination. I join with the distinguished 
Senator from Arizona in observing that 
I think those concerns arose initially 
from a lack of knowledge. But since that 
time our colleagues in a very diligent 
way have informed themselves about the 
nominee; have taken the opportunity to 
meet with him personally. I am hopeful 
today that there will be expressions of 
support from some of those who ini
tially had concerns. 

This distinguished American brings to 
the office a very unique and broad base of 
experience. It will ena,ble him to asswnt 
extraordinarily heavy burdens and re
s:t::onsibilities as Deputy Secretary of 
Defense. 

In my conversations with him some 2 
weeks ago, I asked him would he rep
resent to me, as he did to the distin
guished chairman of the Armed Services 
Committee, that as he counseled with 
the Secretary of Defense respecting ap
pointments to the key policy positions in 
the Department, would they consider 
persons who have a clear record· of ex
perience and accomplishment in the de
fense area? That commitment was given 
and it has been fulfilled in large measure. 
Already the Senate has confirmed the 
nominations of two distinguished Vir
ginians, the Secretary of the Army, Jack 
Marsh, a former Member of the U.S. 
Congress, and as Secretary of the Navy, 
John Layman, a man with unquestioned 
credentials in the area of national de
fense. 

I look forward to the opportunity this 
afternoon to join my distinguished 
chairman as we engage in colloquy with 
Members of the Senate regarding this 
nomination. I am confident we can re
move any lingering concerns about the 
nominee and then proceed to a vote 
which I hope will overwhelmingly con
firm this distinguished American as 
Deputy Secretary of Defense. 

Mr. TOWER. Mr. President, I yield 
1 minute to the Senator from Maryland. 

Mr. MATmAs. I thank the Senator 
from Texas. 

Mr. President, it was recently my priv
ilege to attend the Atlantic Conference 
which this year was convened in Portu
gal. While I was in Portugal I was re
minded very forcefully of the remark
able job that Frank Carlucci had done 
for the American people as U.S. Am-

bassador to Portugal. I think it is in no 
s~all part due to his skill, his sensitivity, 
his knowledge, and his intelligence that 
we have today in Portugal a strong and 
a vigorous NATO partner. It is a remark
able achievement for a man who has 
served as Frank Carlucci has served, in a 
number of important posts. More re
cently I have observed his work at close 
range in the Central Intelligence Agency. 
I think his entire life has fitted him ad
mirably to assume the duties outlined 
for him as Deputy Secretary of Defense. 

I am happy to join with the distin
guished Senator from Virginia and the 
distinguished Senator from Arizona in 
urging Senators to vote to confirm his 
nomination. 

Mr. TOWER. Mr. President, I suggest 
the absence of a quorum and ask unani
mous consent that the time consumed be 
charged against the time under the con
trol of the distinguished Senator from 
North Carolina <Mr. HELMS). 

The PRESIDING OFFICER. Is there 
objection? Without objection, it is so 
ordered. 

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

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

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

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

Mr. MOYNIHAN. Mr. President, I have 
the honor and personal satisfaction to 
rise on this occas:on to speak in support 
of the confirmation to the office of Dep
uty Secretary of Defense of one of the 
truly distinguished public servants of 
this generation, Mr. Frank c. Carlucci. 

For a long time, Mr. President, there 
prevailed a lamentable stereotype of men 
and women who entered the Foreign 
Service of the United States as persons 
who had chosen an agreeable, even soft, 
life of social amenities and political ab
stractions. The hard realities of life of 
the second half of the 20th century have 
certainly dispelled that notion forever. 
Just this past week the Nation has wit
nessed one of the great, moving events 
in American life: the return of the men 
and women held in illegal imprisonment 
by the Government of Iran for 444 days. 
They were led out of that country by a 
Foreign Service officer, Mr. L. Bruce 
Laingen, the Charge d'Affaires, who sev
eral times was individually given the 
option to leave that captivity. He refused, 
he declined to leave, until he could lead 
his entire Embassy staff-as he described 
it thereafter, his Embassy-in-exile-out 
with him. That is an example of per
sonal courage, fortitude, discipline, and 
professionalism that has been equaled 
by other FSO's in our time, some of 
whom did not come back-Ambassador 
Dubs, Ambassador Noll, Ambassador 
Melody. 

The outstanding courage of these men 
has been equaled in situations of the 
greatest personal danger on two con
tinents by Frank Carlucci of the U.S. 
Foreign Service, most recently the Dep
uty Director of Central Intelligence of 
the United States. 

I have had the honor, Mr. President, 
to know Ambassador Carlucci over s, 
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period of some 15 years and have found 
him throughout an exemplar of those 
qualities one would wish to see in an 
American Ambassador, in a second
ranking o:tncer of our intelligence com
munity, and in the role of a Presidential 
appointee to the Department of Health, 
Education, and Welfare to which he 
brought an understanding of American 
life that served him so well as a rep
resentative abroad of the United States. 

Mr. Carlucci's record is, of course, well 
known to the Senate and, I think, ad
mired by it. I shall draw attention only 
to three aspects of his career. 

The first is his experience as a Foreign 
Service O:tncer in the Congo, the nation 
now known as Zaire. There, in the course 
of a sudden unexpected assault upon a 
group of American o:tncials by a mob with 
the specific purpose of attacking and in
juring American o:tncials because they 
were American o:tncials, Frank Carlucci 
maintained control of what, for a lesser 
man, would have been an uncontrollable 
situation. 

This was not an experience that a per
son could anticipate, could have prepared 
for in the specific. One prepares for these 
moments by a personal formation of 
character, responsibility and courage. 

In that crisis in the Congo, Frank 
Carlucci instructed the naval enlisted 
man who was driving the vehicle in which 
he was riding to stay with the vehicle. 
He personally helped the other Ameri
cans away and then managed that situ
ation to a successful, quiet conclusion
only to find, when it was all over, that 
he had been stabbed in the back and had 
not even noticed, in the melee of the 
moment. Let me reassure Mr. Carlucci 
that the assault on him will not be re
peated today on the floor of the U.S. 
Senate, despite what might be some 
forebodings. 

Later in his career, at a moment of the 
utmost peril to the North Atlantic Alli
ance, it fell to Mr. Carlucci to be the 
U.S. Ambassador to Portugal when the 
long dictatorship of Dr. Salazar had come 
to an end. This was the time when the 
colonial empire of Portugal was collaps
ing, when enormous numbers of expatri
ate Portuguese nationals were returning, 
and this was the time when a very delib
erate, and deadly assault upon the regime 
was launched by the totalitarians of the 
left-by the Communist forces, most spe
ciflcally. The result was civil war and 
then the prospect of extraordinary insta
bility on the Iberian Peninsula, on the 
southern flank of NATO, at the very cen
ter of North Atlantic concerns. 

Only a master of a forceful and fore
sightful diplomacy could have helped 
bring that nation through to the sta-bility 
which it finally attained, the stability of 
a democratic society, a society which 
clearly associates itself with the values 
and the purposes of the western democ
racies. Ambassador Carlucci did that. 

In the annals of diplomacy of the last 
generation, there has not been, to my 
view, an eouivalent feat-a feat, as I 
say. of forceful and farsighted diplomacv, 
vigilant of the intE'rests of the Nati.on and 
of the western alliance, sensitive to the 
concerns of his host country. 

It is not without some relevance to the 
position for which he is now being con
sidered by the Senate that, following his 
service in Lisbon, he received from the 
Department of Defense the Distinguished 
Civilian Service Award for his tenure in 
those perilous years, 1975 to 1977. I ask 
the forbearance of the distinguished 
Presiding O:tncer so that I may read into 
the REcoRD at this point several passages 
from the citation which was presented 
to Ambassador Carlucci on that occa
sion. 

The Department of Defense thanked 
him for "the soundness and integrity of 
his advice and counsel to the Department 
of Defense." 

Mr. President, it is not unusual for a 
person receiving that award to have the 
soundness of his counsel acknowledged 
but it is significant that the Departmeillt 
of Defense chose to single out the in
tegrity of his counsel, for nothing is more 
di:tncult in turbulent times like that than 
for an Ambassador to say what he thinks 
to be so, even when his counsel may be 
unwelcome. It is only in the aftermath 
of long and di:tncult crises that this qual
ity of integrity can shine out in one 
man's advice. 

He was praised, for his "extraordi
narily effective action during a period 
of revolution in Portugal when the na
ture of that country's relationship with 
the United States and to the North At
lantic Treaty Organization was at stake." 

The citation called his work "instru
mental in preserving the relationship in 
the face of formidable obstacles." 

Once again, Mr. President, a reference 
to the personal courage of the man. He 
was praised for his "dedication, even at 
the risk of personal danger." To those of 
us who were aware at the time, and I had 
the honor to be American Ambassador 
in another place at that time, that per
sonal danger was pervasive and it was 
deadly. 

There were not many persons the to
talitarian left in Portugal would rather 
have seen come to a most dismal end. 
As Ambassador, Frank Carlucci lrnew 
this. He could have left. He stayed. When 
he did finally return to the United States, 
his mission had been accomplished. 

Mr. President, after having served the 
Republican administration in that in
stance, he was chosen, very wisely, by the 
newly elected Democratic President to 
become the second-ranking officer of the 
U.S. intelligence community. I have been 
a member of the Select Committee on In
telligence from that time. I have had nu
merous opportunities to judge Mr. Car
lucci's work. We in the committee have 
the specific responsibility of oversight for 
it. He has performed again with perfect 
honor. Once again, if we were to give out 
citations from our committee, I do not 
doubt that there would be unanimous 
judgment that if there was one quality 
to his counsel, it was its integrity. 

Again the party has changed, and a 
new President has chosen him for what 
must be judged the highest office he will 
have yet held, that of Deputy Secretary 
of Defense. 

In a long institutional experience in 
these matters, I cannot think of anyone 

who has come to the omce of Deputy 
Secretary better equipped to understand 
the ultimate purpose of the Department 
of Defense, which is the protection and 
the advancement of American interests 
in the world at large. That has been his 
discipline; that is his profession. He has 
performed it superbly. 

His nomination is altogether worthy 
of confirmation by the U.S. Senate. The 
Pres~dent and the Secretary of Defense 
are to be commended for their choice in 
the first instance. I cannot doubt that he 
will be approved overwhelmingly. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. TOWER. Mr. President, I suggest 
the absence of a quorum, and I ask unan
imous consent that the time consumed 
be charged to the time under the control 
of the Senator from North Carolina (Mr. 
HELMS). 

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

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

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

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

The PRE·SIDING OFFICER. Without 
objection, it is ordered. 

Mr. HELMS. Mr. President, on Janu
ary 20 I was regretfully in the position 
of voting against a nominee submitted to 
the Senate by President Reagan, a man 
who probably would have been well qual
ified for any other Cabinet post, but 
about whom I had some concern in con
nection with his nomination as Secretary 
of Defense. That nominee, of course, was 
Mr. Caspar Weinberger. I also stated at 
that time that I would feel obliged to 
vote against the nomination of Mr. Frank 
C. Carlucci m as Mr. Weinberger's 
deputy. 

Mr. President, Secretary Weinberger 
has made clear that he considers Mr. 
Carlucci as part of a package deal, essen
tial, as he sees it, to the proper func
tioning of his secretaryship. A little his
tory may be in order. 

Mr. Carlucci first worked for Mr. Wein
berger when the latter became Director 
of the O:tnce of Management and Budg
et in 1971. Mr. Carlucci first became As
sociate Director of OMB, and, within 10 
months, was made Deputy Director, the 
No.2 slot. 

In February 1973, Mr. Weinberger be
came Secretary of the Deoartment of 
Health, Education, and Welfare. His 
first action was to insist that Mr. Car
lucci follow h1m, and Mr. Carlucci d\d so, 
becoming Under Secretary for HEW. In 
hearings before t.he Senate Select Com
mittee on Intelligence in January 1978, 
Mr. Carlucci described what happened 
as follows: 

I do not consider myself attached to any 
particular orga.niza.tlon. I consider mysel! 
a. career government servant .... To the best 
of my knowledge, I was selected for the job 
of Undersecretary of HEW by Secretary 
Caspar Weinberger, who made a. strong rec
ommendation to the President. I had worked 
for Mr. Weinberger when he was Director 
of OMB. I had been his Deputy then, and he 
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asked me to accompany him to HEW. My 
own understanding is that there was some 
resistance in the White House to my moving 
to HEW, but that Mr. Weinberger made a 
sufficiently strong pitch to the President 
that my appointment was accepted. 

Now that Mr. Weinberger has become 
Secretary of Defense, he once again ex
presses his strong preference for Mr. 
Carlucci as his personal Deputy. 

So much for the history. 
Mr. President, after the strong man

date from the people on November 4, for 
a change in direction of our defense pol
icy, one would think that President R~a
gan's Cabinet otncers would be seeking 
associates who are committed to chang
ing the direction of our defense policies, 
and who would repudiate the assump
tions and operations of the past. Mr. 
Weinberger, however, has gone out of his 
way to find a Deputy who carries with 
him the ·burden-perhaps unconscious
ly-of the failed policies of the past. 

Indeed, Mr. Carlucci is a nominee who 
prides himself upon being a career pro
fessional, who has always kept his skirts 
free and clear above the supposedly 
dirty field of politics. Mr. Carlucci has 
been a lifetime Foreign Service officer
indeed, even a career minister, the high
est rank of the Foreign Service. He is a 
member of the Council of Foreign Rela
tions, that is to say, the very epitome of 
the foreign policy establishment. 

Even when Mr. Carlucci worked for 
Republican administrations, he expressed 
disdain for using the legitimate mecha
nisms of the law to impose policy deci
sions upon the bureauracy. Indeed, it 
was a point of pride for him that Secre
tary Weinberger, with his assistance, 
made no attempt to impose political or 
philosophical principles upon HEW, 
which even then with a rogue elephant 
out of control. As he told the select com
mittee in 1978: 

I might point out, though, in HEW my 
recollection is that we had a higher percent
age of career people appointed to Assistant 
Secretary level jobs or the equivalent than 
in the history of the agency. 

Mr. President, this is a somewhat 
strange boast from an individual at a 
policymaking level of the Government. 
All of the Assistant Secretary level slots 
are, in fact, political appointments, in 
recognition of the fact that different po
litical parties are presumed to have dif
ferent philosophies of government; and 
that in giving the executive branch to one 
party or the other, the people expect that 
the approach to government will change. 
I am not talking about a "spoils system" 
approach to government. I am talking 
about the acknowledgment that policy 
decisions are made by individual Govern
ment officials. Moreover, policy decisions 
are not made just on the basis of "merit" 
and "efficiency," but according to the 
principles which those individual officials 
embrace. 

The practical effect of Mr. Carlucci's 
policy at HEW was to perpetuate the 
philosophies of the "career" people in 
disregard for the principles which the 
American people had endorsed in the 
polls. 

I have studied carefully every shred of 
evidence available to me, and it is my 

judgment that Mr. Carlucci's own words 
indicate his recognition that the previous 
administration had no reluctance about 
appointing party loyalists to policy levels 
in HEW to implement their prevailing 
philosophy; yet Mr. Weinberger and Mr. 
Carlucci made no attempts to change the 
direction of that agency, using the per
fectly legitimate tools that are built into 
the system. It should be noted that very 
often so-called "career" people are high 
ranking members of the other party who 
held appointed jobs that they were able 
to convert into civil service status. But 
in any case "career" means an HEW 
activist committed to the goals of the 
welfare state. Retaining and indeed pro
moting such bureaucrats to the top pol
icy levels in HEW is evidently one of the 
accomplishments of the Weinberger
Carlucci administration of HEW that 
Mr. Carlucci wanted to be placed promi
nently on the record. 

Mr. President, it is a reasonable ques
tion to inquire, therefore, whether 
Messrs. We!nberger and Carlucci expect 
to follow a similar policy at the Depart
ment of Defense. The distinguished 
junior Senator from Virginia, who is my 
friend, has assured us that the Secretary 
and the nominee "are looking at people 
with a solid Defense background for key 
policy positions in the Office of the Sec
retary of Defense." I am sure that such 
is the case, just as at HEW they ap
pointed bureaucrats with solid HEW 
background to the Assistant Secretary
ships there in 1973. But, the question is 
whether these officials with solid Defense 
backgrounds will be careerists who are 
expert at the failed policies of the past, 
or whether they will be experts who have 
a different philosophy and the desire to 
turn things around. 

It is noteworthy that Mr. Carlucci has 
cast himself in the role of a nonpolitical 
public servant who is able to serve any 
President or any party with any philoso
phy with equal alacrity. When he was 
seeking to become Deputy Director of 
the CIA in 1978, he had absolutely no 
compunctions about joining the Carter 
administration in a policy role even 
though the dismal actions of President 
Carter's policies were already evident 
then. 

In Jal)uary 1978 President Carter had 
already signed away the Panama Canal; 
begun to move against Rhodesia; can
celed the B-1; began to cut back uni
laterally on other deployment and de
velopment of key strategic systems; and 
was plunged headlong into the negotia
tions that would lead to the abortive 
SALT II. 

Having joined the Carter administra
tion, Mr. Carlucci sat through the de
stabilization of Iran, the exile of the 
Shah, the derecognition of the Republic 
of China on Taiwan, the signing of SALT 
II, the detention of the hostages in Teh
ran, the ousting of President Somoza and 
the installation of the Sandinistas in 
Nicaragua, the promotion of land reform 
in El Salvador resulting in the death of 
10,000 people, and the rise of Soviet nu
clear superiority. Throughout all these 
tragic scenes, Mr. Carlucci sat as a good 
civil servant, who had but to resign to 
protest. He did not. 

Instead Mr. Carlucci portrayed himself 
as a technician, untouched by sordid po
litical concerns. At his CIA hearing, he 
testified: 

Like most Americans I have my political 
preferences, but as a career civil servant, 
I have never expressed them in public. Dur
ing my years in domestic agencies, I con
sistently turned down requests to make po
litical speeches or even to appear at political 
events. 

He also asserted that when he served 
as Director of the Office of Economic 
Opportunity he made grants on the basis 
of what he called "merit," even when he 
knew that the White House did not favor 
the grants; but "merit," especially in an 
agency so heavily sensitive to ideology 
as OEO, is an extremely subjective thing. 

The point is, the so-called "merit" 
grants advocated by Mr. Carlucci often 
went to leftwing groups-even though 
such "merit" grants were against White 
House policy. What seemed to rankle 
Mr. Carlucci is that, as an appointed 
pollcymaker, he was expected to take 
direction from the President. One ex
change on this point is the 1978 hearing 
which is particularly remarkable: 

I was invited to a. meeting sometime 1n 
1972 where a. presentation was made to 
agency heads on the desira.b111ty of making 
as many grants as possible to groups favor
able to the Administration. . . . I did not 
hear anything lllega.l being urged on the 
agency heads a.t that meeting. Nevertheless, 
I found the entire procedure distasteful and 
resolved never to attend a. similar meeting in 
the future .... 

I tried to make my decisions on the basts 
of merit ... 

I might say parenthetically his con
cept of "merit" is that of an unelected 
bureaucrat. He said: 

I tried to make my decisions on the bas1s 
of merit even when this entailed making 
grants that I knew the White House did not 
favor. 

Mr. President, evidently he saw it 
as a question of who was running the 
store, who was setting policy. In his 
mind, he was. 

Even though Mr. Carlucci admitted 
that the policies being urged by the 
Nixon administration were completely 
within the law, Mr. Carlucci took it 
upon himself to override that policy on 
the basis of his own subjective percep
tion of "merit." 

It is particularly interesting to exam
ine exactly what some of these grants 
were that Mr. Carlucci made on the pre
text of merit. He cited them himself in 
1978: 

I can cite grants, for example, Senator, 
that I made when I was Director of OEO, a.s 
I said in my statement, which I know were 
not looked upon favorably by the White 
House. The Antioch Law School, for exam
ple, is a case in point. The legal services 
program of Hines County where the State 
Republican chairman objected, and where 
I overrode the Governor's veto to institute 
a program is another example. . . . There 
are other cases. There was the community 
action agency in Oakland, California., and 
there is the rather well known case of a 
California rural legal assistance program. 

Well, now, Mr. President, let us look 
a Httle deeper. 

This rather well-known case of the 
california rural legal assistance pro-
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gram is especially pertinent because Mr. 
Carlucci's adversary in this matter was 
none other thoo the then Governor of 
California, Ronald Reagan. The project 
was one of the more notorious horror 
stories in the OEO legal assistance pro
gram, and also one of OEO's largest 
grantees. It specialized in assistance to 
prisoners to overturn the prison disci
pline systems, and in aid to Cesar Cha
vez and the United Farm Workers of 
America. The story is best told in Mr. 
Carlucci's own words in 1978: 

About the time I was nominated to be 
Director of OEO, Governor Reagan vetoed 
the California. rural legal assistance program, 
which was considered to be one of CEO's 
better legal a.S>sistance programs and was 
solidly StUpported by the orga.nized bar. 'Ihe 
Governor produced a. lengthy report. I think 
it was close to 500 pages, detalling charges 
against the program. I, as Director of OEO, 
had the statutory authority to override the 
Governor's veto. 

I think it 1s fair to say that the Governor 
made representations at the White House 
level to .Eee that his veto was sustained. I 
took the position that I was the one with 
the statutory authority, and that I would 
look into the charges a.nd make a judgment. 
I succeeded in working out a temporary 
grant, a 6-month grant, with Governor Rea
gan, while we could look into the charges. I 
then appointed a commission consisting of 
three former State supreme court justices 
who held hearings on the program through
out the State of California. 

During the 'Process, I think it is fair 
to say that there was considerable pre~sure 
on me, most of which was exerted either 
through the then Vice President, Spiro 
Agnew, or through the then Attcrnev Gen
eral, John Mitchell. I can recall on one oc
casion telling or sending a me~sage to Mr. 
Mitchell through one of his subordinates 
that I was running OEO and I did not work 
!or him, that I worked for the President, 
and if he wished to give me any orders, those 
orders had to go through the President. 

Similarly, at one point I went to John 
Erhlichman in the White House and said 
that I was Director of OEO. If I was to con
tinue as Director o! OEO, I wanted the 
authority to negotiate with Governor Rea
gan on his program, without being under
mined. Otherwise, I ~aw no point to my re
maining Director of OEO. 

Mr. President, I have quoted this pas
sage at length from the 1978 hearings 
so that not only the context but the full 
:flavor of Mr. Carlucci's attitude toward 
elected officials and to Cabinet officers 
higher than he in the administration 
may be correctly deduced. At each point, 
he speaks with the supreme assurance 
that he, as a professional, as a career 
civil servant, has the expertise to over
rule what he considers to be political 
pressure. 

Mr. President, that may sound good to 
some, but underlying all of this is the 
fact that the only way the people can 
speak in this country is through their 
elected representatives. 

Many times on this :floor we hear Sen
ators get up and decry faceless bureau
crats, people who are not subjected to 
the will of the people. Here we have a 
nominee with a record, as I will develop 
shortly, of saying, in effect, "I am su
preme and what the people have asked 

for when they went to the polls really 
does not matter." 

I am not going to call it arrogance. 
The Chair and other Senators will have 
to put their own interpretation on it, but 
I will ask the question, how far will this 
go in the Defense Department? \Vhose 
judgment will prevail? Will the White 
House judgment prevail? Will the judg
ment of the President of the United 
States, who ran on a platform dedicated 
to rebuilding this country's national de
fense capability, prevail? That is the 
question. 

Let me go back, however, to those OEO 
grants. What was really at stake in 
Mr. Carlucci's OEO grants was not 
whether the legal services program was 
going to be politicized but whether it was 
going to be held accountable to the tax
payers. For what he was using the tax
payers' money to finance was left of cen
ter, even Marxist, advocacy in revolt 
against the policies of elected officials 
and legislative representatives-in short 
against the will of the people, as ex
pressed in our system. If we do not be
lieve in this system, Mr. President, we 
ought to change it. 

Thus by using neutral, supposedly 
nonpolitical mechanisms at OEO and 
HEW, Mr. Carlucci was actually an ef
fective protagonist of social revolution. 
Some may want that. But the fact re
mains that he was not answerable to the 
people. Not surprisingly, his diplomatic 
career reftects the same predilections. 
When he served in the Congo, for ex
ample, he had the close confidence of 
Prime Minister Patrice Lumumba, the 
pro-Soviet leader who destroyed the pro
Western government of Moise Tshombe 
in the Republic of Katanga. 

Mr. Carlucci was able to get Lumumba 
to release a number of prisoners from 
jail-a worthy feat for a diplomat, were 
it not that he seemed to have an affinity 
for the far left, because he subsequently 
also established a warm relationship with 
Lumumba's successor, Cyrille Adoula, 
another socialist who vowed that he was 
committed to the permanent class 
struggle. 

The same technique of preempting 
Marxist-Leninism by backing Marxist 
leaders was evident in his activities as 
Ambassador to Portugal. Mr. Carlucci 
now speaks rather grandly of how he 
saved Portugal from communism. I did 
not engage in any debate with him. It 
seems to me that the record is fairly 
clear that he did so by giving the full 
backing of the U.S. Embassy to the far 
left Socialist, Mario Soares, while giving 
every appearance of spurning Mr. Sa 
Caneiro, the leader of the far more mod
erate Social Democratic and Social Dem
ocratic center groups. 

In 1976, the magazine Washingtonian 
wrote of Mr. Carlucci in the period: 

Carlucci steps carefully among the land 
mines of his diplomatic assignment. His sup
porting a predominantly Socialist govern
ment, many of its coalition-cabinet members 
Marxists. Despite this coloration, this current 
government is rightfully thought of as Cen
trist. It sits in the middle of a political spec
trum that swings from the Maoist left (Mao 

might 1Unch) to the extreme right (some 
Fascists have literally donned the black 
shirt). The American-supported govern
ment's economic program is, however, to the 
left of that of Allende's Chile, which we 
sought to destroy only two years ago. 

Mr. Carlucci's policy may have been in 
the center of the socialist spectrum, but 
yet it was far to the left of Allende. It 
left no room for traditional values. 

After Mr. Carlucci left, the Portuguese 
were able to vote down Mr. Soares, the 
exponent of what is known as "Euro
communism;" but Mr. Sa Caneiro died 
tragically in a plane crash only a few 
weeks ago. And I think that it is evident 
that Portugal's moderates have not yet 
recovered from Mr. Carlucci's ambivalent 
effort and, Mr. President, ambivalent is 
the most charitable word that comes to 
mind. 

So while posing as a technocrat, Mr. 
Carlucci expunges politics to promote an 
ideological goal-his goal. Technocrats 
are necessary to the functioning of gov
ernment, of course, just as plumbers are 
necessary to the functioning of plumbipg. 
Yet one should never put a plumber in 
charge of the architecture of a building. 

On the other hand, there seems to be 
a fact of life that in the bureaucracy one 
stays alive by sidestepping responsibility 
for policy decisions, preferring collec
tive failure to individual success. One's 
friends are fellow technocrats, or "ca
reerists,'' and one's loyalty is to the ca
reer system that makes employment pos
sible. But more is involved in Mr. Car
lucci's case than just the bureaucratic 
mentality. For an activist, the oun~tiou
cratic technique is a way of disguising 
one's philosophy. 

Mr. Carlucci was quoted in the Wash
ingtonian as saying: 

It's easy to think that putting out fires 
should be a. priority in a new job. But, in 
fact, choosing your staff should always be 
first. People make all the difference. 

Mr. President, left-wing ideology is 
i.tself a kind of technology, a technology 
for manipulating society through pre
conceived doctrines. Because this tech
nology of the intellect is in rebellion 
against traditional society and existing 
values, its practitioners form common 
cause with one another against the less 
enlightened. A technocracy is inevitably 
leftist because it seeks to alter the social 
structures through state power. Only 
when technocrat comes up against tradi
tional political power does he bristle, be
cause politics can generate strength to 
oppose his designs. 

Thus the methods, goals, and assump
tions of the technocrats consistently im
plement the leftist program, while re
maining aloof from public discussion of 
political philosophy. Although when 
seeking to enter a Democratic adminis
trati.on in 1978 Mr. Carlucci maintained 
that his political preference should not 
be expressed in public, he nevertheless 
expressed his distaste for giving politi
cal-that is to say philosophical--direc
tion to the grant program at OEO under 
President Nixon. At the same time, he 
implemented technical approaches to the 
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grant process which he knew would un
dermine the President's position. 

It is in this light that his te~timony 
on January 13, 1981, needs to be ex
amined. Throughout the hearings on his 
nomination as Deputy Secretary of De
fense, Mr. Carlucci refused to be pinned 
down on any issues which touched upon 
political philosophy. Each time he was 
asked pointblank about such issues, he 
adroitly redefined the question so that it 
could be answered in nonpolitical terms 
and on a much more restricted basis. 

When the distinguished Senator from 
South Carolina, Mr. THURMOND, asked 
Mr. Carlucci whe'ther he agreed with 
the Republican platform's call for mil
itary superiority to assure our national 
security and preserve peace throughout 
the world, he dismissed the question 
rather slightingly: 

Senator Thurmond, one can get into a lot 
of debate about .the buzz words that are 
used in this business. Secretary-designate 
Weinberger referred to an imbalance that 
exists in our strategic forces. I think that 
is the case. 

That is what he said. 
Mr. President, any political party plat

form, including the Republican plat
form of 1980, is essentially a philosophi
cal statement, but for Mr. Carlucci, such 
statements are, as he put it, "buzz 
words." The notion that the Soviets 
have obtained an imbalance in strategic 
forces is precisely the kind of static 
technical analysis that misses the reai 
poi~t a~d the r:al pr.oblem; namely, the 
Soviets dynarmc dnve for superiority. 
The failure to concede the dynamism in 
the Soviet efforts rests at bottom on the 
assumption that Soviet expansionism is 
merely a historical development which 
can be deterred by increasing our tech
nological strength and our perceived 
willingness to use that strength. This 
sterile analysis was evident in the pas
s~ve rhetoric. of Mr. Carlucci's descrip
tiOn ~f the nse of that Soviet strength. 
He said: 

Numerous e.nd serious adverse balances 
have arisen. More significantly, the trends 
are running against us. This creates a dan
gerous situation which must be reversed 
immediately. 

Balances? Balances? Im!balance? 
What are we talking about, Mr. Presi
dent? 

Well, in his words, these adverse bal
at;ces "have arisen"-and I am using 
~IS wo:ds-as though he were rather 
Impassively describing a natural phe
nomenon. In point of fact, an "adverse 
bS:lance" is not a balance at all. It is a 
~mdset that thinks of military strategy 
m. terms of technical analysis and it 
falls t? ~asp the significance of that. 
The significance being that history is 
~a~~ by individuals and by the will of 
~dividuals. So we are not dealing with 
Impersonal "trends" when we talk about 
the ~evelopment of the Soviet war 
machme. We are talking about a cal
culated plan, created by human intel
lects, driven by an antagonistic philos
ophy. 

Moreover, the Soviet plan has met with 
American leaders who have gone on talk
ing about balances and even adverse 
balances even though the moment of 
balance has long since past. So what we 
have is a mindset which refuses to ac
knowledge that the Soviets have any
thing else in mind but an equilibrium 
necessary for self-defense. 

This nostalgia for that long outdated 
ideology of the foreign policy establish
ment was most evident when Mr. Car
lucci responded to the distinguished 
senior Senator from South carolina. He 
said: 

The indicators are such that whether you 
call it superiority, or essential equivalence, 
'One can never ma.ke an absolute judg
ment .. . The prime concern is that the 
trends are running against us. 

What was most evident in Mr. Car
lucci's testimony was the sense of help
less futility, as though the United States 
were caught in the fiood of irreversible 
trends. Despite lip service to the notion 
that these trends must be reversed, Mr. 
Carlucci still appeared to be a captive 
of the theory of the United States as a 
helpless giant. 

In talking about defending the Persian 
Gulf, for example, Mr. Carlucci said: 

It seems to me that it is highly desirable 
to have bases around the world. We had a 
number of bases in the 1950's and the 1960's. 
But the political reality is that our ability 
to have bases around the world is diminish
ing, and we have to live with that political 
reality. 

Once again the implication is that no 
one in the United States is at fault for 
the decline in U.S. leadership, and par
ticularly not the career professionals 
who conduct our foreign policy. The rea
son we can no longer have bases around 
the world is directly related to the U.S. 
wit.hdrawal from strategic areas, such as 
Taiwan, Korea, Panama, the Caribbean, 
and South Africa, at the same time that 
we allowed the Soviet concept of a stra
tegic drive for superiority to be coun
tered only by our own blind adherence to 
the concept of a static balance. 

For too many years, the career foreign 
policy establishment-under Presidents 
and Secretaries of State of both par
ties-has kept sacred as an article of 
faith the belief that military superiority 
is of no strategic value, and that it would 
be irrational for either the Soviets or the 
United States to seek superiority. The 
doctrine of "essential equivalence" still 
lurks in the establishment's mind as the 
only decent method of operation, and 
"superiority" is an impractical, political 
buzzword. 

Therefore, even when Mr. Carlucci is 
talking about reversing the trends, he is 
talking about returniDJg to "essential 
equivalence." to the cherished notion of 
"balance," not to superiority. 

In talking about SALT II, Mr. Carlucci 
gave the impression in the hearings that 
he was against the treaty, even though 
he had refused to take any position on it 
as Deputy Director of the CIA. Thus he 
said: 

Let me clarify that as a senior omcial in 
the intelligence business, I did not take a 
position on SALT. I did not take a position 
either for or against the treaty. I made no 
public statements. I did not testify. I did not 
lobby. I had nothing to do with SALT, other 
than to sit in on the briefings that were 
given to Admiral Turner in preparation for 
his testimony. The committee will recall that 
he confined his testimony to giving an as
sessment of the intelligence community's 
ability to monitor each SALT provision. 

. Th.is is the kind of bureacuratic dis
tmctiOn upon which career public serv
ants base their career. Mr. Carlucci's 
P~ivate position, however, was somewhat 
different: 

My personal view is that the SALT II treaty 
was based on a set of defense programs that 
were projected at the time the treaty was 
negotiated. Hence, it might well have been 
appropriate to freeze in what the Senate 
Committee Report refers to as certain 
asymmetries. 

Mr. President, as a matter of fact, the 
Armed Services Committee report on 
SALT nowhere refers to "certain asym
metries." What the report said was the 
following: 

Unwarranted notions about Soviet coop
eration, the unfounded assumption that 
SALT treaties refiect Soviet restraint and 
forebearance, and overly optimistic hopes 
that the Soviet threat to our security is 
being lessened are inconsistent with the facts 
and undermine efforts to summon the re
solve to arrest the decline in our military 
posture. In our judgment, the SALT II treaty 
presently before the Senate fails to meet 
the criteria laid down in 1972 when the Con
gress adopted an amendment to the resolu
tion authorizing the interim agreement that 
called for equality in any future SALT treaty. 

Furthermore, Mr. President, by a 10 
to 0 vote, the committee adopted the fol
lowing conclusion: 

After extensive examination of the mili
tary implications of the treaty, the Commit
tee concludes that the SALT II treaty, as it 
now stands, is not in the national security 
interests of the United States of America. 

Clearly, Mr. Carlucci was attempting 
to minimize the impact of the commit
tee's report by downgrading the force
ful rhetoric of that conclusion. That con
clusion, Mr. President, was frequently 
quoted by the President of the United 
States during his recent political cam
paign. 

But a careful reading of his testimony 
results in an even more startling con
clusion: Mr. Carlucci is saving in that 
quotation that the SALT II treaty was 
an effort by the Carter administration 
to substitute a SALT treaty for an ade
quate defense program. He is giving his 
personal opinion that SALT II was "ap
propriate" under the circumstances 
where the American people did not have 
the will to ·be strong. Despite all the in
telligence information available to him 
as Deputy Director of the CIA, Mr. Car
lucci continued -to associate himself with 
an administration that adopted a policy 
of defeat. Instead of resigning to oppose 
that policy publicly, he took the position 
that it was not his responsibility to ex
press an opinion. 
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Now that Mr. Carlucci is seeking to 

join the Reagan administration, he must 
try to reconcile his past position with the 
present view of that administration. 
When. he served President Carter, he 
says he thought that SALT II was appro
priate under the carter policies; but now 
he has discovered a change that makes 
SALT II no longer necessary: 

Since that time, we have had very sub
stantial change in attitude in this country. 
We have had the Afghanistan invasion. SALT 
n has been withdrawn from considera
tion. Our country has given President-elect 
Reagan a very strong mandate to restore our 
defense capablllty. I! you intend to restore 
your defense capablllties, you do not want 
to be frozen in to certain asymmetries. I 
think that the essential point 1n the Senate 
Armed Services Committee report is just 
that, we need to have the flex1b111ty to build 
up our Defense establishment. 

Of course, Mr. President, that was not 
the essential point in the report. The es
sential point was that the treaty itself 
was deficient and unequal. The Armed 
Services Committee came to that con
clusion before the invasion of Afghan
istan, and before President Reagan re
ceived his mandate. The committee did 
not need to wait for those changes in 
circumstances to perceive the danger of 
SALT II, but apparently Mr. Carlucci 
did. 

Moreover, Mr. Carlucci took strong ex
ception to a key point in the Armed 
Services Committee's report on SALT II. 
The report said: 

It is beyond the capacity of our national 
technical means of verification to establish 
sufficiently the facts about SALT compllance 
with a number of important terms of the 
SALT II treaty. The treaty, therefore, can
not be said to be veriflable, or even ade
quately veriflable. However confident we 
might be that the Soviets would not cheat, 
or that the consequences of their cheating 
would be minimal, or that they would not 
cheat to a degree that would alter the strate
gic balance, the fact remains that there are 
a number of provisions of the treaty, the 
compliance with which we cannot even ex
pect adequately to monitor, much less verify. 

The distinguished Senator from Iowa 
(Mr. JEPSEN), asked Mr. Carlucci point
blank, "Do you disagree with that?" 
Mr. Carlucci did disagree with the con
clusion of the committee, for his answer 
was: "I think we have a very substantial 
monitoring capability." Of course rea
sonable men can have reasonable differ
ences; but given such opinions, it is not 
surprising that he thought SALT II was 
··appropriate" before Afghanistan. 

Indeed, his estimate of the CIA's capa
bility was higher than that of the Re
publican platform, as endorsed by the 
President l.n the campaign. The platform 
read as follows on the CIA: 

At a time of increasing danger, the U.S. 
lntell1gence community has lost much of its 
ab111ty to supply the President, senior U.S. 
officials, and the Congress with accurate and 
timely analyses concerning fundamental 
threats to our nation's security. The morale 
and public confidence have been eroded, and 
the American citizens and friendly foreign 
Intelligence services have become increasing
ly reluctant to cooperate with u.s. agencies. 
As a result of such problems, the U.S. Intel-

llgence community has incorrectly assessed 
critical foreign developments, as in Iran, and 
has above all underestimated the size and 
purpose of the Soviet Union's m111tary efforts. 

Once again, the distinguished Senator 
!rom Iowa asked Mr. Carlucci whether 
he agreed with that estimate, and Mr. 
Carlucci replied: 

I believe that the CIA is a highly effective 
mtelllgence organization, with some of the 
most dedicated people in Government in lt. 
1 believe they perform well, and I believe they 
gtve us excellent intelllgence. 

Mr. President, this was clearly not a 
straightforward answer. The distin
guished Senator pressed him again on 
whether or not he dlSagreed with the 
platform, and he once again tried to di
vert his answer. After the third attempt 
by the Senator, Mr. Carlucci replied: "I 
disagree with certain parts of it, yes." No 
doubt his confidence in the CIA as it ex
isted under his leadership as Deputy Di
rector had an effect on his estimates of 
the Soviet threat, and the nature of the 
trends running against us. But his weak
ness here is the same weakne~s noted be
fore, namely, his confidence in the pro
fessional career establishment as against 
the judgment of the political sphere. 

Mr. President, if I might venture a 
conclusion, a tentative conclusion, to 
be sure, I would say that Mr. Carlucci 
appears to look upon our relations with 
other nations as a process devoid of 
content or philosophy. Once one enters 
upon the process, one is guided by the 
rules and logic, or lack of them, of 
compromise and concession, without re
gard to the fundamental principles of 
this Nation. 

I do not think that is what the Amer
ican people were saying on November 4. 
I am confident that is not what Ronald 
Reagan was saying to the voters in his 
campaign for the Presidency last year. I 
do not believe people voted to disregard 
the fundamental principles of this Na
tion, and I do not think Ronald Reagan 
ever advocated that. 

When the distinguished Senator from 
Aiabama (Mr. DENTON) began to ex
plore Mr. Carlucci's attitude toward 
possible conflicts that might arise be
tween one's personal views and support
ing an administrat;on's policy, the Sen
ator received a reply which is startling 
in its simplicity. It certainly makes it 
very hard to define; his own principles 
or his philosophy. For Mr. Carlucci 
said: 

My own philosophy is that we all have 
to compromise 1n the governmental proc
ess. That is what it 1s all about. 

Compromise in this desperate hour 
in our history? 

This philosophy is what makes the 
Carlucci appointment a keen dis
appointment. 

The appointment process by its very 
nature is an uneven one, but many 
Americans thought that there were 
some standards below which the process 
could not fall. Yet Mr. Carlucci will 
undoubtedly be approved for one of the 
most important jobs in the administra-

tion ostensibly for carrying out the Rea
gan philosophy. 

I think so often that the No. 2 job, Mr. 
President, may be even more important 
on many occasions and in some respects 
than the job of Secretary of Defense it
self. 

Let us go back to the hearings before 
the Armed Services Committee in 
January. 

When the distinguished Senator from 
Washington <Mr. JACKSON), asked Mr. 
Carlucci how the responsibilities of 
managing the huge procurement pro
grams, and research and development 
would be divided, Mr. Carlucci for once 
was candid. This area, of course, is the 
most sensitive for the issue of revitaliz
ing our defense capability, for procure
ment and research are at the center of 
restoring military and technical superi
ority. Mr. Carlucci replied: 

The way Secretary-designate Weinberger 
and I intend to operate, and the way that 
we have operated in the past, is that we have 
virtually interchangeable responsib111t1es. 
We don't divide up the pie, so to speak. Mat
ters come to me in the first instance, and 
then I decide whether to send them on to 
him. 

Does this mean, Mr. President, that 
Mr. Carlucci will be the permanent act
ing Secretary of Defense? 

I think all of us would hope not. I will 
go further than that. I hope I am wrong 
in reaching these conclusions about Mr. 
Carlucci's philosophies. He is a nice man. 
He is obviously a very intelligent man. 
It is painful to me to oppose any nomi
nee. Yet I hope that we do not have an 
assured technocrat substituting his own 
ideas for the policy of the Reagan 
administration. 

Ronald Reagan was elected President 
of the Unl.ted States based upon philos
ophies and assurances that he, himself, 
gave to the American people. They did 
not vote for Mr. Carlucci. They did not 
vote for Caspar Weinberger. They voted 
for Ronald Reagan and what Ronald 
Reagan said he believed in. They did not 
vote for some faceless bureaucrat, who is 
not answerable to the people; who, in
deed, is not even known to the vast ma
jority of the people by name or by iden
tification. 

That is my concern. That is the reason 
I am here speaking this afternoon in 
what may well be a futile gesture. But 
at least I want it on the record that in 
my judgment the American people have 
made a decision. They have selected the 
philosophy of Ronald Reagan on eco
nomic matters, on defense matters, on 
all matters. I do not want those phi
losophies to be watered down by someone 
who has never been and never will be 
answerable to the people. 

If Ronald Reagan is wrong, let it be 
charged against him, but let the charge 
be that he made an error of judgment, 
not, as the case so often has been in 
years gone by, that the bureaucracy 
overruled him. 

The time. Mr. President, is now, to 
express one's conclusions based upon the 
public record so that people can focus 
on this problem. I hope it can be said 
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that it is far better to define the issue 
in this way than to let it fester behind 
the operations of the Department of De-
fense, or any other department. . 

Nothing could matter less, Mr. Presi
dent, than the opinion of Senator HELMS. 
What really counts is what happens 
hereafter in the Defense Department. It 
is on the basis of that that people will 
ultimately judge. 

I say again that if my concerns are 
not in order, I will be the first to stand 
on this fioor and admit that my concerns 
are not in order. 

But, having them and feeling them, I 
felt obliged to come here today and make 
it a matter of record that I am a con
cerned Senator. 

Mr. President, I ask unanimous con
sent that the entire article from the 
Washingtonian magazine of April 1976 
which I have quoted from earlier be 
printed in the RECORD at the conclusion 
of my remarks. 

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

<See exhibit 1.) 

Mr. HELMS. As the Chair knows, the 
Washingtonian magazine is a respected 
journal, not known for its bias in its 
features, and in this article, entitled 
"Where Is Carlucci?" by Marie Ridder, 
the magazine throws rather interesting 
light on his support of socialism in 
Portugal. 

Mr. President, I reserve the remainder 
of my time. I thank the Chair. 

EXHIBIT 1 
WHERE Is CARLUCCI? 

(By Marie Ridder) 
The noonday view of Lisbon's harbor was 

spectacular !rom the crowded, airy porch. 
Cool drinks were passed by walters immacu
late in white jackets. The host was Frank 
Carlucci III. American ambassa.eor to Por
tugal. The guests in their dark business suits 
looked like prosperous lawyers and doctors, 
but they were members of Portugal's Su
preme Revolutionary Council and not one of 
them would have accepted an invitation to 
lunch at the American Embassy ten months 
bt:!ore. They probably would not have been 
asked. 

These guests had, 18 months before, top
pled the 50-year-old racist regime of Antonio 
de Oliveira Salazar. It had seemed so simple 
in 1974: Happiness would come with the 
elimination of Salazar's repressive govern
ment. But the revolutionaries couldn't agree 
on Portugal's future. Now, a year and a half 
later, some were Communists and others, 
like Foreign Minister Melo Antunes, had put 
together a lett-of-center Sociallst program. 

However, divided among themselves, these 
men had shared a common rei uctance to be 
seen at the American Embassy. After Chile, 
Vietnam, and CUba, no one wanted to be tar
red with the brush of association with Uncle 
Sam. Their relaxed presence at this lunch 
showed the success of a particular ambassa
dor and the advantage of a change in Ameri
can points of view. 

America has come a long way from the 
rigid, John Foster Dulles view that all radical 
revolution is a threat to the United States. 
Dulles once refused to shake bands with a 
Communist named Ho Chi Minh. Now an 
American ambassador entertains the reYolu
tionary left in his home. That may be the 
beg1nn1ng of the end to a foreign pollcy Sen-

ator Frank Church says ls "controlled by our 
tears and not our faith," one that has left us 
"t)le sentinel of the status quo. We need," he 
says, "a foreign pollcy that is willing to ac
cept the grays, to be tolerant of the emerg
ing, and to be patient with those somewhere 
in the middle." Americans must be ~eall~tic: 
Only 25 of the 143 members of the United 
Nations are considered to be dem0cracies. 

French Sociallst leader Francois Mitterand 
who harbored the Portuguese Socialists dur
ing the long night of Salazar told me. "Por
tugal may signal a change in America'3 at
titude, a new tolerance for different ap
proaches to democracy. Unhappily, the Amer
ican image bas been tarnished by your for
eign pollcy, not only in Vietnam but all over 
the world. The old image of the US as 1 he 
champion of free thought and free action 
has been supplanted by one that sees the 
US creaking along with old-fashioned ideas 
and out-d.ated policies. Unhappily we see you 
as constantly bolstering the right, sometimes 
racists, often militarists. The Portu~uese are 
wary of becoming another Chile. But in fact, 
the US has come, not rapidly, but come 
nevertheless, to an understanding of Por
tugal. And that fact has been appreciated."' 

Secretary of St ,te Henry Kissinger con
siders Portugal of great importance to East
West relations. He has been concerned that 
a Communist Portugal could upset the dell
cate balance of "detente." A year ago he 
told associates, "It might be too late to save 
Portugal from the Communists." Immedi
ately after the Revolution of the Flowers, 
Kissinger began to taKe a gloomy view of 
the Portuguese situation. Mltterand says of 
this period, "What is so extraordinary is 
that everyone, particularly the United 
States, began worrying about freedom for 
the Portuguese at precisely the point they 
had finally achieved those freedoms." 

Kissinger discounted the optimistic re
ports of the American ambassador in Lis
bon, a political appointee, Stuart Nash 
Scott. A New York Republican lawyer, a 
friend of Richard Nixon's, he nevertheless 
reported that the Portuguese were capable 
of developing a democracy. There was, he 
to1d Washington, a real ouposltion to a 
Communist takeover. Kissinger put those 
reports down to naivete and appointed his 
own man. 

He chose Frank Carlucci, 44, an experi
enced diplomat, fluent in Portuguese, a 
contemporary of the new leaders. Kissinger 
was surprised that Carlucci's reports were 
the same as Scott's-at odds with the Sec
retary's pre-formed opinions. 

In Washington, Carlucci has been able 
to keep at bay those in the State Depart
ment and on the Hill who want to sttr the 
Portuguese potpourri. He knows this small 
country, the size of Indiana, is a point of 
interest for a wide variety of non-Portu
guese reasons. Last summer, for example, 
the President said th!l.t Senate investiga
tions of the CIA prevented us from sending 
funds to the Portuguese Socialists-though 
it seemed to have no effect on funds going 
to South Africa for Angola. Conversely, sev
eral Senators are convinced the CIA has 
:financed rightwing Portuguese groups in 
exile. Others, llke Frank Church, cite 
Portugal as an example of a country we 
should help. 

Frank Carlucci asks the Portuguese how 
they would like to be helped. He insists 
that the Portuguese make their own plans 
for some 80 million dollars in AID loans. 
And he keeps an eye open for any Ameri
can personnel or money not under the con
trol of the US Embassy. Uwike many heads 
of mission, he knows what the other hand 
is doing. 

Carlucci joins a group of able younger 
career officers-Wells Stabler in Spain and 
Jack Kubisch in Greece are two others
whom Kissinger has sent to trouble spots. 
Gerald Ford came to office unhampered by 
promises of ambassadorships to large givers, 
so the Secretary of State has had a freer 
hand in making appointments. 

But Kissinger, pessimistic about the West
ern European countries' ablllty to make deci
sions and stick to commitments, practices a 
form of personal diplomacy; his indifference 
to traditional diplomatic procedures has dis
couraged many Foreign Service officers. One 
recently resigned ambassador says Kissinger's 
lack of faith in European Socialist govern
ments led to his mistrust of, and inabUlty 
to help, the Portuguese moderates. Conse
quently our Portuguese policy since the rev
olution has been an untidy mixture of de
spair and overeagerness to participate. 

It ls possible that Kls:;inger's aloofness is 
just what the Portuguese Socialists needed 
and wanted. The U.S. bas tunneled some 
funds to the Socialist leader Marlo Soares 
through Western European countries. Prob
ably not much, some say not enough, but as 
one looks at the crazy quilt of Portuguese 
politics the last 18 months, it's possible to 
say we may have played it all just right. A 
prominent Sociailst leader said of Carlucci: 
"I appreciate the fact he has never given me 
advice, that is, in the way a father would 
give advice to a son, but has been available 
to share my concerns, to worry with me that 
the extremes to the left and the right wlll 
overwhelm this fragile government." 

Carlucci steps carefully among the land 
mines of his diplomatic assignment. He is 
supporting a predominantly Socialist govern
ment, many of its coalition-cabinet members 
Marxists. Despite this coloration, the current 
government is rightfully thought of as Cen
trist: It sits in the middle of a political spec
trum that swings from the Maoist left (Mao 
might flinch) to the extreme right (some 
Fascists have literally donned the black 
shirt). The American-supported govern
ment's economic program, is, however, to the 
left of that of Allende's Chile, which we 
sought to destroy only two years ago. 

For Carlucci, as for most Americans who 
worked abroad after World War II, this 1s a. 
new kind of mission. Because of the radical 
complexion of the duly elected government, 
he must be ready to offer, but be caretul not 
to press, what has become a fatal stigma in 
many parts . of the world-American friend
ship. That's a large gulp for an American 
diplomat brought up in that brief, happy 
time between the Marshall plan and 
Vietnam. 

One must, therefore, come to Portugal 
without thinking in terms of absolute Amer
ican power but to guard our options. Por
tugal is important to the United States be
cause it is a member of NATO and because 
either a Communist or extreme right wing 
takeover could influence the delicate balance 
ot a Spain without Franco or a troubled 
Italy. 

The newest name for what once was ca.Ued 
the domino theory is the epidemic theory. 
Carlucci points out that Portugal and Spain 
share a large, indefensible border, that what 
happens to one Latin people can influence 
another. 

Deputy Chief of Mission Herbert Okun 
says, "We should try as best we can to pre
vent outside influence, whether it be monies 
from Russia or monies !rom the very few, 
very rich Portuguese in exile from interfering 
in this process. The Portuguese are trying to 
find a new modus vivendi. It is an attempt 
of a people who had been without self-gov
ernment for 49 years to find their own way." 

"For once," he adds, "we're on the aide of 
the good guys." 
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Okun characterizes the months since the 
Aprll Revolution "as the longest revolution 
in history or the slowest floating crap game 
in Europe." 

The first few months were a time of pure 
joy. The future had at last arrived. But it 
soon became apparent that love, enthusiasm, 
and goodwill were insufficient to govern a 
country. 

The communists who had maintained an 
underground organization throughout the 
dictatorship were the only group with a 
disciplined following and a specific program. 
They prepared for takeover. They organized 
the unions, befriended the military, took 
over the farms. the press, and the bureauc
racy. By last summer it looked as if the 
communists had won. But they had mis
judged the Portuguese people. 

By September 18, when the sixth govern
ment was formed, the Socialists had suc
ceeded in forcing the Communists out of 
the government. They had, however, inher
ited the economic chaos, military insubordi
nation, and a confused and disillusioned 
people. The Revolution never had a defined 
goal or strong leader. I-t meandered, mostly 
left. 

Premier Jose Pinheiro de Azevedo's regime 
can be called "government under extreme 
pressure." Portuguese say it is their "last 
chance to avoid civil war" in a country with 
a strong conservative backing in the north 
and a dedicated group of Communists in 
Lisbon and the agricultural Alenteje. 

It is said of the Premier that he is a man 
"who stands tall in a deep hole." He has sur
vived six months of strikes, a left wing mili
tary coup, and a. serious economic crisis. He 
and the country's president, Francisco Costa. 
Gomez, a.re dedicated to keeping a parlia
mentary democracy afloat. 

Cle8.11"ly, it has not been an easy time to be 
the American ambassador. Since the begin
ning the Portuguese have proclaimed their 
desire to be independent of outside infiu
ences. Only the Communists have openly 
courted help. The Russian Embassy has es
calated a. tiny staff to some 150 people. Rus
sian engineers and Russian buyers and sellers 
have turned up in great numbers. The Com
munist-controlled press extols their generos
ity while daily condemning the U.S. ambassa
dor as a tool of the o~ A and warning the pub
lic that Portugal could easlly become a. sec
ond Chile. 

WhBit the Soviets and Americans have in 
common is that they both have replaced 
elderly ambassadors with young, energetic, 
Portuguese-spea.king emissaries. The change 
was so startling a Portuguese newspaper 
asked editorially, "Have we changed? What 
is the new attraction of Lisbon?" A Socialist 
leader, having been wined and dined on con
secutive days in the .American and Soviet 
embassies, noted, "How remarkable the reac
tion on both sides was so similar." 

News from Lisbon on the front pages or 
television invariBJbly pictures some new con
frontation. The media cruise the city looking 
for street demonstrations or tanks. There are 
confrontations, but so far only three soldiers 
have been killed. The rhythm of everyday 
life goes on. 

The open informality of the U.S. embassy 
refiects the low key, no-nonsense character 
of its ambassador. All the staff speaks Portu
guese. "It's easy," says Carlucci, "to think 
that putting out fires shoUld be a priority in 
a new job. But, in fact, choosing your staff 
should always be first. People make all the 
difference." 

Portugal is an opportunity to watch a 
people attempt to form a new society. It 
offers a. chance to watch a revolution while 
remaining comfortable. Restaurants are ex
cellent and cheap. Hotels are empty because 

tourists nervously avoid the country. Public 
transportation is good and the Portuguese 
airline rues on time. The mail and the tele
graph work better than at home. 

Portugal is flooded with refugees ·from 
Angola. Many of them, living in camps out
side the city, jobless, allowed to bring only 
a crate of treasured possessions, are em
bittered at the lack of support Angola has 
received. For tbem, Lisbon is not a happy 
place. 

But for Americans, Lisbon remains a sunny 
city, where cafes serve marvelous port, where 
a. sunset stroll or short ride takes one to 
breathtaking views and glorious beaches. 

There is some debate a.s to whether Kis
singer or Donald Rumsfeld, an old chum from 
the wrestling team a.t Princeton, chose Car
lucci for Portugal. "Does it matter?" asks 
Carlucci. "I can hardly imagine it was a big 
thing between them." 

It does not matter now because by the 
time Carlucci was appointed to Portugal he 
had proved himself a public servant of ex
traordinary talent. His career in the Foreign 
Service has been glided with awards for su
perior service but has, nevertheless, suffered 
from the very initiative tha·t has won the 
awards. 

Carlucci has had reason to be disillusioned. 
The hero of one of his first assignments-
in the Congo--was Clare Timberlake. But 
Timberlake was relieved of his post and given 
a dead-end job as a teacher in an Army War 
College. Carlucci says, "I assumed at the 
time, and have never had reason to change, 
that Tim was ruined because he called 
it as he sa.w it--perhaps too loudly." 

In 1965, Frank Carlucci himself fell vic
tim to a comedy of African errors. He was 
expelled by Zanzibar on the grounds that 
he was plotting to overthrow the government 
of this new third world nation. 

The evidence? Carlucci was overheard tele
phoning his superior about plans to cele
brate the new African nation's first anni
versary. "Bring in some big guns," said the 
young officer, hopeful that Soapy Williams, 
Assistant Secretary of State for African Af
fairs, might attend. 

The deliberate misinterpretation of that 
con"!ersation was acknowJerged bv the nrime 
minister of Zanzibar, who was using this in
cident as a chance to parade his power over 
the great USA. Washington appreciated that 
fact but Carlucci nevertheless was made to 
pay. He sa.t around Washington without an 
assignment for months. The Director Gen
eral of the Foreign Service, Joseph Palmer, 
told him he would have to "fit into the sys
tem. You have a tendency to freewheel •· 

When assbmments were offered, Carlucci 
was not permitted to accept them. Palmer 
was waiting for a place in some large em
bassy where Carlucci would be buried. "He 
kept waiting for an opening for a transpor
tation officer," Carlucci says. 

Jack Tuthlll, later Carlucci's boss in 
Brazil, paraphrases Mark Twain. "God pro
tects fools and our Foreign Service. One can 
hardly imagine why such an able guy en
dured this." 

Carlucci still cannot understand what he 
had done that marked him as so upsetting 
an influence. But if anonymity is the ball
mark of success, he failed early, first by res
cuing Americans stranded in terrorized 
Stanleyville, and then by making friends 
among the leadership in his Msigned area. 

In early 1963 President John Kennedy gave 
a. dinner for the new President of the Con
go--Abdoula. On JFK's right sat the flam
boyant African head of state. On his left, 
Secretary of State Dean Rusk. As the guests 
seated themselves, Abdoula turned to Ken
nedy. "Where," he asked, "is Carlucci?" 

"Where is Carlucci?" Mked Kennedy. 
"Who is Carlucci?" 

"Who is Carlucci?" went down the table, 
from the Secretary to the Undersecretary to 
Assistant Secretary in charge of African af
fairs to the desk officer until finally some
where far below the salt, someone said. "Oh 
yes, Frank Carlucci." He rushed to call Car
lucci's home where the young political of
ficer, just returned from the Congo, was 
dining with his family. He couldn't, he said, 
dine at the White House because he had no 
black tie. The Presidential answer came 
back: "The hell with what he's got on. Tell 
him to hurry." 

Abdoula embraced Carlucci and relaxed. 
He began a steady stream of conversation in 
his native tongue. Carlucci, translating to 
Kennedy, summarized a lengthy monologue 
with the words, "Mr. Abdoula. says the Congo 
has lots of problems." Kennedy thanked him 
for his brevity. 

It WBIS a Kennedy appointee, a non-For
eign Service ambassador, Lincoln C,-ordon, 
who finally prevailed on Palmer to send Car
lucci to Brazil. But even then the Director 
General specified th111t Carlucci be assigned 
to the already overstaffed political section. 
Not many months later Carlucci emerged as 
a Special Assistant to the Ambassador. 

Carlucci was told to cut embassy person
nel by at least 30 percent. "We had special 
AID study groups, special milLtary study 
groups ... we had colonels coming out of 
our ears," he recalls. 

"Frank's Operation Topsy eliminated a lot 
of military brass, the caddies at the golf 
course, and the drivers in the carpool. It also 
abolished Frank's job," recalls Herbert 
Okun. 

It did not contribute to Carlucci's ano
nymity. The Foreign Service handed him yet 
another award and was about to put him out 
to pasture at MIT. He was passing through 
Washington on his wa.y to Boston when 
Rumsfeld asked him to take a leave of ab
sence from the Foreign Service to become Di
rector of OEO. Carlucci hesitated because he 
knew little of domestic politics. But he took 
the job, possibly for the same reasons he 
stayed in the Foreign Service. In a recent 
speech to the American Club in Lisbon, he 
said, "Institutions are slow to change but 
that does not mean that with constant pres
sure they can't be changed." 

"There are a. few ways an individual can 
effect change," he adds. "He can be elected to 
political office or he can work for the 
government." 

From OEO a succession of jobs catapulted 
him through the hierarchy to become deputy 
director of OMB and then to the post of Un
der Secretary of HEW. "Carlucci," says 
Charlie Cooke, an HEW colleague, "believes 
in the professional in government. He be
lieves the government can be made to re
spond to professionalism. He has made it 
do so." 

Talking to Carlucci one is reminded of 
Great Britain's concept of a civil servant, a 
man who pursues an honorable career in 
service to the government. Sometimes he can 
mold policy until it becomes his own. But 
within the boundaries of what he considers 
acceptable he can perform equally effectively 
for either a Tory of Labor government. The 
institution he serves is paramount. The con
cept can only work in a country where the 
differences in public policy are minimal. 
Thus Carlucci wrote a Nixon Administration 
Health Bill but could probably write a some
what different one for a Democrat with the 
comment that the differences are less impor
tant than the similarities. 

Why did Carlucci leave his job at HEW, 
one that entitled him to a place at Cabinet 
meetings and gave him a chance to contrib
ute to the social policies of the nation? Be-
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cause he did not see this era. as one with a. 
chance for any victories. "I am not sure,'' he 
says "that this is a. period when effective 
acti~n will be taken on the two issues I con
sider most important--Comprehensive Na
tional Health Insurance and a. guaranteed 
annual income. They are both essential. 
They will come, but not immediately." 

"I am,'' he adds, "a Foreign Service officer. 
This ma.y be the most interesting assignment 
in the world today." 

He denies substantial disagreement with 
Kissinger, saying, "The Secretary follows 
events in Portugal in exacting and excruciat
ing detail. If we have looked at these events 
dlflerently it is because my primary interest 
is in the internal affairs of the country; his 
in the overall picture. It is the job of an 
ambassador to develop his own point of view 
and then share it with the Secretary, so he 
in turn can have a.s broad a. spectrum of 
knowledge as possible." 

Carlucci's current advice to the US gov
ernment is to hang loose. He feels that this 
Lisbon government is surviving better under 
severe strife than we had reason to hope, 
that Premier Azevedo is more decisive than 
we expected him to be. He says provisional 
President Francisco Costa Gomez has become 
a fine politician. "It's not a good time to 
make future predictions,'' he says. "We have 
no choice but to be optimistic." 

Portugal's turmoil could continue for 
years. It was 1912 to 1926 when the Portu
guese last attempted democracy. Portgual 
had ten governments in that period. The 
coups were non-violent but resulted in fi
nancial chaos for the country. 

This is a harsher time, one in which Por
tugal's political alignment is of more intense 
interest to East and West. It may be a long 
period of high tension. 

It ma.y also be a period of change in Amer
ican foreign policy. State Department offi
cials are reluctant to specify how much our 
new view of ourselves has infiuenced our 
activities abroad. "Five years ago,'' an As
sistant Secretary says, "we would surely 
have had soldiers in Angola. Now we try to 
find alternatives, but as long as the Russians 
back their side, it is difficult to say whether 
any softening in American approach is good 
or bad." 

The Department of State has clearly stated 
that the United States is against a Commu
nist takeover of any Western European coun
try. "But,'' says Deputy Assistant Secretary 
of State James Lowenstein, "we make a dis
tinction between Socialists, even those who 
are Marxists and members of the Communist 
Party." 

We have, under men like Carlucci, begun 
to develop a. greater tolerance for the emerg
ing, radical, non-Communist left. Portugal 
may be the first test of this new sensivity 
but it won't be the last. "Most of the West
ern world is moving to the left," Mitterand 
told me. "If the United States wants to avoid 
being left behind it must hear what new 
things are being said. Portugal is a good 
place to begin." 

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

Mr. HELMS. I yield. 
Mr. WARNER. Mr. President, the 

statement to be made by the distin
guished Senator from South Carolina 
may be charged to the time under the 
control of Mr. TowER. 

The PRESIDING OFFICER. The Sen
ator from South Carolina is recognized. 

Mr. THURMOND. Mr. President, the 
Armed Services Committee has carefully 

considered the nomination of Frank C. 
Carlucci m to be Deputy Secretary of 
Defense and has recommended approval 
by a 16 to o vote. 

In private conversations with me, and 
in public testimony, Mr. Carlucci dis
played a clear recognition of the Soviet 
threat as well as the goals of the Soviet 
Union as demonstrated in their promo
tion of communism throughout the 
world. This understanding undoubtedly 
is a product of his service as Deputy Di
rector of the Central Intelligence Agency. 
In addition, Mr. carlucci also made un
equivocal statements in favor of in
creased defense spending to rebuild our 
military forces. 

Further, I am reassured by his state
ment--

OUr Army Reserve Forces are what can 
only be described as in critical shape. 

And he described this situation as "one 
of our most urgent problems!' The un
derstanding demonstrated by these an
swers indicates support to correct them. 

Mr. President, in closing, I support 
President Reagan's nomination of Mr. 
Carlucci for this key position and feel it 
is important to move ahead with this 
confirmation process in order that solv
ing our military problems oan get under 
way. 

Mr. President, I only reached this con
clusi'on after I talked to Mr. Carlucci in 
person and received his views on these 
various matters of importance to our na
tional defense and became convinced 
that he will work with President Reagan 
and Secretary Weinberger to carry out 
their policies and will cooperate with 
them to the fullest. 

I thank the Senator very much and 
I wish to thank my able friend from 
North Carolina for yielding to me. 

The PRESIDING OFFICER. Who 
yields time? 

Mr. TOWER. Mr. President, I am pre
pared to yield back the remainder of my 
time if the Senator from Mississippi is 
prepared to yield back his and the Sena
tor from North carolina is prepared to 
yield back his. 

Mr. STENNIS. Mr. President, that is 
agreeable to me. I yield back my time. 

Mr. CRANSTON. Mr. President, I 
strongly support the nomination of 
Frank Carlucci to the very important 
post for which his name has been sub
mitted to the Senate. 

I have known Frank Carlucci for a 
number of years. Our relationship began 
with a confrontation of sorts which was 
presently resolved. Over the years I have 
come to have very great respect, very 
high admiration for the abilities of 
Frank Carlucci. 

He and Caspar Weinberger will make 
a magnificent team in the Department of 
Defense. I am delighted that his name 
was submitted, and I am delighted that 
he will be confirmed to that important 
post, and I wish him well in it. 

Mr. TOWER. Mr. President, have the 
yeas and nays been ordered? 

The PRESIDING OFFICER. They 
have not. 

Mr. TOWER. They have not? 
The PRESIDING OFFICER. They 

have not. 
Mr. HELMS. Mr. President, I ask for 

the yeas and nays. 
The PRESIDING OFFICER. Is there 

a sufficient second? There is a sufficient 
second. 

The yeas and nays were ordered. 
Mr. HELMS. Mr. President, I yield 

back the remainder of my time. 
Mr. TOWER. Mr. President, I yield 

back the remainder of my time. 
The PRESIDING OFFICER. All time 

is yielded back. The question is, Will the 
Senate advise and consent to the nom
ination of Frank Carlucci to be Deputy 
Secretary of Defense? The yeas and nays 
have been ordered. The clerk will call the 
roll. 

The legislative clerk called the roll. 
Mr. STEVENS. I announce that the 

Senator from Mississippi <Mr. COCHRAN) 
is necessarily absent. 

Mr. CRANSTON. I announce that the 
Senator from Nevada <Mr. CANNON) and 
the Senator from Montana <Mr. MEL
CHER) are necessarily absent. 

I further announce that, if present and 
voting, the Senator from Nevada <Mr. 
CANNON) would vote "yea." 

The PRESIDING OFFICER. Are there 
any other Senators in the Chamber who 
desire to vote? 

The result was announced-yeas 91, 
nays 6, as follows: 

[Rollcall Vote No. 20 Ex.) 
YEA8-91 

Abdnor Gam 
Anldrews Gl:enn 
Armstrang Goddwa.ter 
Baker Gorton 
Ba.ucus GmssJ.ey 
Bentsen Ha.rt 
Biden Hatfield 
Boren Hawkins 
Bo6chwitz Halylak:awa 
Bradley HefiiDll 
Bumpers HeJ.nz 
Burdick Hollings 
Bytrd, Huddleston. 

Harry F., Jr. Humphrey 
B'Y'l"d, Robed"t c. Inouye 
Cha!ee JIBCkscm 
Chiles Jepsen 
Coheol Johnston 
Cmnston Kassebaum 
D'Amato Ken!lledy 
Danforth Laxa.tt 
DeConcinl Lea.h'Y 
Denton Levinl 
DlXOD! Lang 
Dodd Luga.r 
Dole Mathias 
Domenicl Matsunaga. 
Du.renberger Mattingly 
Eagleton Metzenbaum 
E Y.an Mitchell 
Ford MoynibAn 

NAYs-6 

Murkowski 
Nickle8 
Nu.nn 
Packwood 
Fell 
Percy 
Pre6sler 
Prox:mk'e 
Pryor 
Quayle 
Randolph 
Riegle 
Roth 
Rudma:J:ll 
Sarbelnes 
SaaBer 
Schmitt 
Simpaon. 
Specter 
Statrord 
Ste:nn.Ls 
Stevens 
Thurmond 
Tower 
Ttl00lg88 
Wallop 
wa.r.ner 
Weicker 
W1ll.1ams 
Zor.l:n6k.Y 

East Helms McClUM 
Hatch Kasten Symms 

NOT VOTING-3 
Cocbra.n aa.nnon Melcher 

So the nomination was confirmed. 
Mr. BAKER. Mr. President, I move to 

reconsider the vote by which the nomi
nation was confirmed. 

Mr. TOWER. Mr. President, I move to 
lay that motion on the table. 

The motion to lay on the table was 
agreed to. 
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Mr. BAKER. Mr. President, I ask 
unanimous consent that the President be 
immediately notified of the confirmation 
of this nomination. 

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

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

jority leader is recognized. 

ROUTINE MORNING BUSINESS 
Mr. BAKER. Mr. President, if I may 

have only a brief moment, it appears that 
there are a number of Senators in the 
Chamber who may have statements or 
other business to transact. I ask unani
mous coP..sent that as in legislative ses
sion there now be a brief period for the 
transact:on of morning business not to 
exceed 30 minutes in duration in which 
Senators may speak for not more than 
5 minutes each. 

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

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

ator from Rhode Island is recognized. 

CRUDE OIL DECONTROL: THE 
IMPACT ON CONSUMERS 

Mr. PELL. Mr. President, within hours 
of President Reagan's decision to decon
trol crude oil and gasoline, fuel prices 
posted by some major refineries surged 
as much as 5 to 6 cents a gallon on home 
heating oil, gasoline, and diesel fuel. 
Company spokesman for one refiner said 
this increase in the cost of products was 
"a direct result of the decontrol order by 
President Reagan." Most other major re
finers have since Wednesday, January 28, 
posted similar, although smaller, in
creases in their prices for crude oil 
products. 

Mr. President, the price increases by 
major refiners is in direct contradiction 
to the assertion by Energy Secretary 
James B. Edwards that decontrol would 
result only in a small cost to consumers. 
The imoact, to the contrary, is signifi
cant. It is already having a severe detri
mental effect upon consumers, particu
larly those in Rhode Island who rely 
upon home heating oil and whose energy 
costs are already 26 percent higher than 
the cost to heat their homes in the 1979-
80 winter season. 

In announcing the decontrol action, 
Secretary Edwards said that the action 
would increase local fuel costs by 3 to 5 
cents a gallon. "I hope it doesn't cost 
consumers anything, but there may be 
some small cost," he said. 

The truth is that the action is costing 
consumers plenty. 

In Rhode Island, for example, the 
order by President Reagan resulted in a 
5-cent increase in the cost of No.2 home 
heating oil within the period of 1 week 
alone. As of January 26, the average 
price for No. 2 oil in Rhode Island was 
$1.20 a gallon and it rose to $1.259 a gal
lon as of February 3. The price for gaso
line rose, from a statewide average of 
$1.29 a gallon for regular to $1.32 a gal-

Ion, and from $1.32 a gallon to !!>1.43 a 
gallon for unleaded. 

Mr. President, in my view, the ad
ministration and Secretary Edwards 
completely misjudged the impact that 
immediate decontrol of gasoline and 
crude oil would have upon cons11mers 
across the country. The decontrol proc
ess should have followed the schedule 
proposed by President Carter, especially 
for crude oil. That process would have 
ended controls in an orderly manner by 
September of this year. As a result of 
this premature action, badly needed 
funds will be drained from families to 
oil companies and the U.S. Treasury-an 
estimated $8 to $16 billion for oil com
panies and an estimated of $3 to $10 
billion for the U.S. Treasury. 

I believe, Mr. President, that in view 
of the abrupt price increase for crude 
oil products and the severe winter 
weather this year, we have a responsi
bility to return some of these windfall 
revenues from decontrol to the con
sumers. 

It is a matter of simple justice. Decon
trol is really an added tax on the con
stilllers. The Reagan administration may 
be intent on using this financial bon
anza to balance the Federal budget, but 
I believe we must have some concern 
also about the family budgets that have 
been suddenly and abruptly unbalanced 
by the inftation of home heating costs. 

That is why I have introduced legis
lation to provide energy tax relief to 
consumers. The measure I have pro
posed, S. 329, would give consumers a 
tax credit of up to $300 to offset the in
creased costs of home heating, caused 
in large part by Government policy 
changes. 

I hope that my colleagues will join 
me in support of this legislation. 

Mr. President. I ask unanimous con
sent that articles from the Providence 
Journal: the Wash;ngton Post, the New 
York Times, and the Wall Street Jour
nal, which discuss the refiners' price 
increases following decontrol be printed 
in the RECORD immediately following my 
remarks. 

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

SEVERAL REFINERS RAISE FuEL PRICES 

Several maJor refiners raised wholesale fuel 
prices yesterday, a day after President Rea
gan ended price controls in the oil industry 
eight months ahead of schedule. 

The largest increase was posted by the 
Standard 011 Company of California, the na
tion's fourth-largest on company. Its Chev
ron USA division raised who'esale gasoline 
prices 6 cents a gallon and heating and diesel 
fuel prices 5 cents a gallon. A Chevron 
spolresman said the rL"e was "necessary be
cause of the increased costs of crude 
on resulting from the Government's decon
trol program." 

Other refiners increasing wholesale prices 
by one-half cent to 3 cents a gallon, depend
ing on region and fuel type, included the 
Exxon Corporation, the Mobil Corporation, 
the Shell 011 Company e.nd the Sun 
Company. 

Exxon raised wholesale prices of gasoline, 
home heating oil and diesel and jet fuel as 

much as 3 cents a. gallon. Shell raised heating 
oil and diesel fuel prices 1 cent a gallon 
west of the Rockies and 3 cents e. gallon 
e:sewhere. 

Shell and Sun said their moves did not 
result from the President's action. Exxon 
said its rise reflected past increases in the 
cost of crude oil. 

FuEL PRICES SURGE UP TO 6 CENTS A GALLON 
IN WAKE OF PRESIDENT'S DECONTROL ORDER 

(By Steve Mufson) 
Fuel prices surged as much as six cents 

a gallon in the wake of President Reagan's 
order to decontrol crude oil and gasoline 
prices. 

Standard Oil Co. of Ce.Ufornia increased its 
wholesale prices on gasollne by six cents a 
gallon and on heating oll by five cents a 
gallon, effective today. A company spokes
man said the increases were "a direct re
sult" of decontrol that had been ordered by 
the President on Wednesday. 

David Stockman, director of the OMce of 
Management and Budget, said Tuesday that 
"this is an ideal time to do it (decontrol 
prices)" because of current adequate fuel 
supplies. He estimated gasoline prices would 
rise from three to five cents a gallon at the 
pumps over the next few months because of 
Mr. Reagan's action. In announcing the de
control move, Energy Secretary James Ed
wards echoed Mr. Stockman, predicting that 
prices would rise between "three cents and 
a nickel." 

Meanwhile, many other oil companies were 
also boosting prices on gasoline or heating oil 
or both. Most insisted, however, that there 
wasn't any connection between the increases 
and President Reagan's decontrol action. 
They said that the increases stemmed from 
the higher costs to refiners for bot h domestic 
and foreign crude oil supplies. These costs 
have been climbing in re::ent months. 

Even so, in the two days since the Presi
dent's order, at least nine major oil compa
nies in addition to California Standard have 
decided to increase t he price of either gaso
line, heating oil or both. The increases by 
the other companies range between one cent 
and t hree cents a gallon. 

President Reagan's decontrol order imme
diately raised domestic crude oil prices to 
world levels and thus ultimately raises the 
average cost of crude oil for U.S. refiners by 
$4 a barrel. While that could translate into 
a 10-cent-a-gallon price increase, it isn't yet 
clear how much of that increase will be 
passed through to consumers or when. Plenti
ful supplies of gasoline and heat ing oil as 
well as sluggish demand for oil products 
might hold Prices down, industry members 
have been saying. 

Nevert heless, oil companies moved with 
rare unanimity to raise prices in the past 
couple of days. Exxon USA, a unit of Exxon 
Corp. and the nation's leading seller of gaso
line and heating oil, raise:! its gasoline prices 
by three cents a gallon east of the Rocky 
Mo<, ntains and two cents a gallon in the 
Rocky Mount ains and West Coast regions. 
Exxon also raised heating oil prices three 
cent s a gallon except on the West Coast 
where i t raised prices lY:l cents. 

Exxon 's increases were effective yesterday . 
The com"'any claimed that the price boost s 
weren't related to the President's decontrol 
order. A company suokesman said "we don't 
know and we can't sueculate about when 
the impact of the order ·will be felt on prices." 

Texaco !nc. and Sun Oil Co. have decided 
to boost gasoline and heating oil prices today 
but haven't yet disclosed by how much . 

Shell Oil Co., an affiliate of the Royal 
Dutch/ Shell Group , raised heating oil prices 
:vesterday by three cents a gallon east of the 
Rocky Mountains and by a penny on the 
West Coast. 
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Atlantic Richfield Co. increased gasoline 
prices three cent s east of t he hocky M.oun
tains and a l-enny on the West Coast, e.u.ec
tive today. 

Stanuard Oil Co. (Ohio) boosted gasoline 
and heating oil prices by three cents a gallon 
at 12 :01 a.m. touay. 

Conoco Inc. raised its gasoline and heating 
oil prices a penny a ~:,allon in ei6ht s tates in 
the South and Southv.e.st. 

Mobil Corp. increased heating oil prices 
Wednesday oy a penny a gallon in the J::ljort h
east and oy two cents a gallon in other part s 
of t he East. 

Union Oil Co. of California raised gasoline 
prices on t he West Coast and t he Rocky 
Mountains by a penny a gallon yest erday. 

SOME ENERGY EXPERTS PREDICT $1.53-A
GALLON GASOLINE HERE BY JUNE 

(By Phil McCombs) 
Washingt on area gasoline and heating oil 

prices increased more than a nickel a gallon 
during t he last three waeks, and oil analys ts 
predict that the Reagan administration's re
moval of controls on gasoline and domestic 
crude oil prices last Wednesday will add an
other 10 cents to local prices in the next few 
months. 

This analysis by energy experts tends to 
contradict t he assertion by Energy Secretary 
James B. Edwards at h is press conference on 
Wednesday that decont rol might increase 
local fuel costs by 3 to 5 cents. "I hope it 
doesn't cost [consumers ] anything, but 
t here may be some small cost," Edwards said. 

Some analysts predicted the average cost 
of gasoline could reach $1.53 per gallon by 
June. 

Gulf, Sunoco and Texaco, which together 
supp ly a quarter of the gasoline used in the 
Washington area and a good deal of the 
heating oil, yesterday raised prices on those 
products here between % cent and 3 cents a 
gallon. Exxon and Amoco, which supply 
about half the gasoline market here, raised 
gasoline prices 3 cents and 2 cents a gallon 
respectively earlier in the week. 

Spokesmen for all these companies except 
Texaco said price increases by the Organi
zation of Petroleum Export ing Countries last 
December, and not decontrol, had caused 
these latest price increases. The OPEC in
creases still have not been completely passed 
through to consumers. Texaco's statement 
yesterd ay was ambig uous on whet her decon
trol helped spur it s latest increase. 

"Undoubtedly there will be more increases 
now that we 've had decontrol ," a Sunoco 
spokesman said. 

Althoug!l Energy Secretary Edwards said 
that decontrol means the federal govern
ment will reap $3 to $4 billion from the 
windfall profits tax, officials in the Dist rict 
of Colurr.bia, Maryland and Virginia said 
that decontrol will increase their losses of 
gasoline tax revenue in their jurisdictions. 

This will happen because decontrol will 
tend to raise fuel prices, whlch will in turn 
promot e conservation by price-sensitive con
sumers-t he whole ooint of immediate de
regulation. Since D~C. , Maryland and Vir
ginia all have a set tax per gallon rather 
than a percent age tax, fewer gallons sold 
means less revenue. 

Fuel conservation driven by higher prices 
helped make gasoline tax revenues in the 
District drop $3.2 million or 15 percent be
tween 1979 and 1950, according to Billy D. 
Cook, an analyst in the city's Department 
of Finance and Revenue. Cook pro jects that 
gasoline tax revenues will drop another $1.4 
million next year as conservation continues. 

Maryland collect ed $14 million less in 1980 
than in 1979 for the same reason. In Vir
ginia, revenu es went up a little but only 
because the gasoline tax went from 9 to 11 
cents a gallon in mid-year. 

A Washington Post price survey shows 
that the average price of a gallon of gasoline 

here now is $1.36.9, an increase of 5.4 cents 
a gallon or 4 percent over the price recorded 
jwt three weeks ago. Home heating oil here 
went up 6.0 cents or 6 percent during the 
same _r.eriod to an average of $1.23.4 a gallon. 

These sharp price increases took place dur
ing a time when the Americt~.n Petroleum 
Institute reports that worldwide and U.S. 
stocks of crude oil and petroleum products 
remain higher than normal-a circumstance 
that oil analysts say should slow the pass
through of the increased cost of decontrolled 
oil to consumers. 

That slowdown means that the 8 to 10 
cents a gallon that decontrol adds to the 
refiner 's cost may not be completely passed 
through to consumers until next spring or 
summer, experts say. However, they say, 3 
or 4 cents of that may be passed through 
fairly soon. 

"Look for a gradual phase-in [of the in
crease]. Most of it will be passed through by 
early June," said Mark Emond, editor of the 
Lundberg Letter, a respected petroleum mar
keting newsletter. 

A U.S. Energy Department analyst who 
asked not to be identified said that decontrol 
means, "You'll be seeing no abrupt rise in 
pri0es, but a gradual increase up to what the 
market will bear." 

Domestic crude oil prices were being grad
ually decontrolled in a program that would 
have fully decontrolled them by Oct. 1 this 
year. The Reagan administration's action 
simply moves that process forward several 
months and means that consumers will 
sooner be paying the higher prices that they 
wouldn't have had to pay until October. 

In other words, analysts say, consumers 
would have been paying the 8 to 10 cents a 
gallon extra by October in any case, so that 
the net increase in their fuel bills will not be 
high because the Reagan administration 
moved forward the date of total decontrol. 

But the price of gasoline should indeed be 
high by the summer driving season when in
creases caused by decontrol are added to in
creases from OPEC price rises and contin
ually inflating refiner operating costs that oil 
companies try to pass through. 

Lundberg's Emond estimates that all these 
factors wlll make gasoline 16Y:z cents a gal
lon more expenslve by June. That figure, 
added to the current average Washington 
pnce, would make the average price here in 
June $1.53.4 a gallon. 

Experts said yesterday that while the Iran
Iraq war has cooled and those countries are 
again exporting crude oil, a new blowup in 
t he Middle East could send prices skyrocket
ing at any time by drying up world oil sup
plies. 

GASOLINE AND OIL PRICES ExPLODE 
(By Thomas s. Mulligan) 

PROVIDENCE.-A three-prongad onslau~b.t 

has ariven gasoline and fuel oil prices to all
time highs. 

Jack Frost, oil price decontrol and OPEC 
are the three prongs, according to Santo 
Am a to , the s ta t e 's e.~nergancj t uei a llo::atwn 
officer. 

The cold weather-there have been 36 per
cent more degree days of cold this winter 
than last-has resulted in a very quick re
duction ot the region's fuel oil reserves, and 
once those are exhausted, retailers must look 
to their domestic suppliers or OPEC, Amato 
said. 

The effects of OPEC's Jan. 1 price increase 
and of President Reagan's Jan. 28 order for 
an immediate end to government oil price 
controls are being felt simultaneously right 
now, he said. 

To wit: 
Mobil raised its gasoline and fuel oil prices 

by 5 cents 'l. gallon across the board, efiective 
today. Getty's 4-cent increase took effect yes
terday, and Sunoco's 4-cent hike came over 
the weekend, Amato said. 

Rhode Island's average price of a gallon 
of No.2 fuel oil was $1.25 yesterday, up from 
$L.H J.ast Thursday. The fuel cost $1.02 when 
tne season started, Amato said. 

Yest.erday, for the nrst time, a. gasoline 
price of more than $1.50 per gallon turned 
up during one of Amato's surveys of Rhode 
J.sJ.and. service sta.tions. The d.uoious record 
was set by an East Greenwich gas station 
that v.as chargmg $1.51 for unleaded pre
mium, Amato said. 

Fuel su.Pplies are very good at the moment. 
Evt:n though the degree days (the difference 
between tne aay 's average temperature and 
65 degrees) are up 36 percent, the demand 
for .No. 2 fuel oil has increased by only 16 
per.::ent, Amato said. 

Conservation is mainly responsible for the 
smaller-than-expected aema.nd.. Amato said, 
a.dumg that the numoer of oil-to-ga.s con
ver .. io.as has been too snull to slgntncantly 
atiect that statistic. 

DONALD WILLS DOUGLAS 
Mr. GOLDWATER. Mr. President, this 

morning's papers carried very sad news 
ui t11e pa.ss.ng o..: .uonald .uougJ.as, of 
Ualifornia. 

I have known his family as long as .I 
can remember. In fact, I can remember 
my very first interest in aviation 
stemmed from going into the Douglas 
11a.ngar .n banta lvl.Olllca, Callf., to watch 
him build some of his first aircraft. 

1\f'u. Douglas built the Navy around
the-world aircraft that in 1924 made its 
successful trip around the world. He is 
respunsible for the DC-2 followed by the 
uc-J a1rcrart. lie was really the grand
father of American commercial avia
t .i.on. There were over 10,000 of the 
D...:-3 's-or as we knew them in the war 
the C-47's-made, and 3,000 of them are 
s tlil t.y.mg. Tney also cons1ructed the 
D.J-10 and made many, many other con
tributions to· aviation. 

Mr . .uoug1as was 88 years old. He was 
not young by any stretch of the imagina
tion. But the contributions he made to 
av.a twn the world over will be remem
bered forever and ever. 

I just wanted to express my feelings 
for him and to express my condolences 
to h is family. 

I thank the Chair. 

LEWIS LEHRMAN 
Mr. BAKER. Mr. President, a great 

many theories have been espoused as to 
the source of America's current economic 
morass. An equal nwnber of theories as 
to how we shall recover have been 
similarly voiced. 

On either score, I have neither read 
nor heard of such an erudite and conc:se 
analysis of our economic outlook than 
that oJ:'ered by Mr. Lewis Lehrman in 
the January 18, 1981, editions of the 
Washington Post. 

As my colleagues are well a ware, Mr. 
Lehrman is a most distinguished business 
leader in New York City and a highly 
re~gnized and respected analyst of 
American economic and foreign pol:cy. 

In his Post article, Mr. Lehrman ex
plores the causes of and suggests 
remedies for the unacceptable inflation 
ra.te in the United States. 

I am encouraged to note that at least 
one of the suggestions he made in the 
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Post .article, the decontrol of oil prices, 
has already been enacted. 

I would commend Mr. Lehrman's work 
to my colleagues' attention and, there
fore, request unanimous consent that the 
text of his article be printed in the 
RECORD. 

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

HoW TO END INFLATION 

(By Lewis E. Lehrman) 
The budget should be balanced, the 

Treasury should be refilled, public deot 
should be rea.uced, the arrogance of ofiicial
dom should be tempered and controlled .... 

-Marcus 'J:ullius Cicero, 106 B.C. 
In.fl.ation is the transcendent issue of our 

times. Infiation is to our generation what 
depression was to our parents and grand
parents. Infiation, if not stopped, will rev
olutionize our nation and its social institu
tions. 

'!here are at least two separate schools of 
thought about how to end infiation: 

First, there are professional policy analysts 
who believe that overdemanding working 
people create infiation by spending too much 
money. President-elect Reagan captured the 
perversity of this elitist view when he asked 
why it is inflationary when working people 
spend money-but not in.fl.ationary when the 
goverment spends it. In the past, these same 
analysts have recommended a remedy for 
inflation: simply reducing the number of 
working people, i.e., recession and unem
ployment, in order to reduce or "fine tune" 
private demands for goods and services. 

A true understanding of inflation begins 
with a second and entirely different view of 
its causes and origins. 

In this view, the correct one, the govern
ment causes inflation, not the oil sheiks, not 
the oil companies, not greedy labor or avari
cious big business. Inflation is a monetary 
and a financial disorder, engendered by the 
federal government. This interpretation ex
plains why working people voted on Nov. 4, 
1980, to reduce the size of government, not 
to restrict further the world of work and en
terprise. 

In this view of inflation, the remedies 
logically follow from the analysis of the de
fects. The remedies constitute a coherent 
economic policy: 

(1) Reduce as rauidly and humanely as 
possible the federal budget deficit, especially 
on current account. Reorganize the gov
ernment capital account, including federal 
credit programs, such that government de
mand for credit is substantiallv less than 
the volume of total savings available in the 
market. 

(2) Reform the tax structure and restore 
work incentives in orr'ler to encourage the 
production of new goods, which will help to 
balance supply and demand conditions and 
t'l'>ereby to · mitiO'a+e inflation. The tax le~
islation must reduce marginal income tax 
rates anti cauital J!alns rates. 'T'ax reform 
must a'bollsh the ins<:~.ne d!stin'!tion re+ween 
taxes on sa vinP.'S and taxes on wages (so
called "unearned" and earned income). 
Savinc;rs are. in nflrt. s+n .. e1 wa,..es R.nd mnRt 
be taxed the same way, or savings will 
evauorate. 

(3) Renovate t.he rerzulatorv policy. De
control of energy prices would be th~ svm
bol of serious intent to sweep awav ex-,.es
sive impediments to commerce and economic 
growth. 

(4) Encouraqe the Fed~ral Res~rve Syst.<:'m 
to moderate creatfon of monev and credit, 
such that th~ supuly of n':'w cr':'dtt is s+rict.ly 
cons!stent with the demand for credit bv 
producers who need it to create new goods 
and services during the same market period. 

(5) Commit, publicly and unequivocally, 
to a free and open world trading order under 
American leadership. The indispensable 
conditions for achieving such an open world 
order are twofold. At the earliest possible 
moment, perhaps January 1982, the presi
dent should announce his intention to re
store a. stable dollar to the world by creating 
a. gold-based currency. Second, the president 
should call for an international monetary 
conference, to be held in January 1983, to 
reform the world monetary system, to up
hold an open trading system, to contain the 
rising tide of protectionism. 

Each of these five policies is, by itself, 
necessary. But, alone, each will be unavail
ing. Therefore, all should be done together, 
for only together will the new economic pol
icy be sufiicient. 

The new financial pollcy to end inflation 
would rely on the creation of real economic 
growth and more jobs-not on unemploy
ment and reduced demand-in order to pro
duce more goods, not less. 

In Britain, Prime Minister Margaret 
Thatcher has chosen instead the course of 
austerity-restrictive monetary policy, pub
lic sector deficits and timid tax policies
along with the pain.ful consequences of un
employment and bankruptcy. What pathos 
there is in this apostle of the free market, 
presiding over the disassembling of British 
industry and almost 9 percent unemploy
ment-the worst level since the Great 
Depression. 

President-elect Reagan can avoid the 
Thatcher trap. But he must move soon and 
with profound understanding and convic
tion about the course to be followed. 

There are six man ths in which to decide 
and to act. There is a way out of the maze 
of infiation. But in this particular crisis, 
the economic stabilization plan must not be 
characterized, as in past emergencies, by 
price and wage controls. On the contrary, 
the new program for economic renewal will 
deal with the cr1sis by a systematic refor
mation of economic institutions. Economic 
recovery must rely upon a reawakened na
tion, market institutions. free prices, mobile 
factors of production and a stable currency. 

It is true that, in the absence of sound 
policy, we shall survive the crisis too. It is 
the lot of businessmen and working people 
to accommodate and to survive. But to what 
end? Eight percent unemployment? Twenty 
percent interest rates permanently? Ten per
cent inflation rates? Bankruptcy? Wage and 
price controls? 

It cannot be that these are the results we 
desire. Our goal is an end to inflation. Presi
dent Reagan was elected to do it-and now 
he must. 

THE REVEREND EDWARD L. R. 
ELSON 

Mr. MOYNIHAN. M::.-. President, it is 
good that our predecessors in this dis
tinguished body saw fit to appoint a 
chapla!n. To him falls a task of great 
importance, for he is the one who daily 
directs our attention from the profane to 
the sacred, from the secular to the 
eternal. 

For 12 years, the Reverend Edward 
L. R. Elson has borne that responsibility, 
prodding us always in a gentle and elo
quent tone to look beyond the daily pre
occupations that lay claim to our every 
waking moment. He has succeeded in 
what for many would have been an im
poss~ble and frustrating job. 

Before Reverend Elson came here on 
January 9, 1969, he :1ad already distin
'guished hiii15elf as a churchman. As 

pastor of Washington's National Presby
terian Church since 1946, he was wieely 
respected for his abilities in the pulpit, 
his administrative talents, his scholar
ship, and his deep commitment to public 
service. In 1959, Christian Century, a 
quite prestigious magazine, bestowed on 
him a very special honol" indeed, calling 
him "one of six outstanding representa
tives of the contemporary pulpit." 

As Senate Chaplain, the 39th we have 
had, Reverend Elson has done much 
more than offer the daily prayer, as re
quired by rule 3.3 of the standing rules 
for conducting business. He has always 
been available to answer informational 
requests, as well as to give counsel on 
some of the greater issues of the day. 

Last Aprtl, Jim Castelli, the Washing
ton Star's religion editor, noted that our 
good chaplain "is steeped in history and 
tradition." And so he is. He baptized 
Dwight D. Eisenhower in 1952, the only 
minister in our history to have brought 
that sacrament of Christian initiation to 
a man about to become our Commander 
in Chief. He has preached to more Se
cret Service officers than any other cler
gyman, and he went on special interna
tional missions for Presidents Eisen
hower, Kennedy, and Johnson. 

I understand that Reverend Elson is 
especially proud that he brought the first 
woman minister to the Senate in 1971. 
There were other firsts as well: The first 
Roman Catholic nun, and the first Amer
ican Indian "holy man." His invitations 
to these people tell us something about 
his openness to others, hi.:; sensitivity to 
other religious traditions, and his will
ingness to be a creative pioneer. 

As he takes his leave today, we offer 
h:m our thanks for his service, his spirit, 
and his friendship. We are all better for 
having had him here over these years, 
and I dare say that we will miss him. For 
myself, I wish him great h~ppiness in the 
years ahead, and hope that he will return 
here from time to time to bring us his 
words and inspiration that we will al
ways need. 

DR. MARTIN LUTHER KING, JR. 
Mr. MOYNIHAN. Mr. President, on 

January 15, I joined with more than 5,000 
people in Buffalo's Lafayette Square to 
honor Dr. Martin Luther King on what 
would have been his 52d birthday. We 
came together to rededicate ourselves to 
the principles of racial equality, integra
tion, and justice. Dr. King's life was an 
inspiration; his words a beacon of hope; 
his actions an exemplar of steadfastness 
and determination; his death a national 
tragedy. Many who scarcely knew him 
are daily influenced for good by what he 
did, what he said, what he stood for. 

For Dr. K;ng achieved something that 
few others have. He created a movement 
that was both visionary and pragmatic, 
spiritual and political, vigorous yet non
violent. It has succeeded. It is succeed
ing. It confounded those who thought 
segregation and discrimination to be im
mutable facts of American life. It struck 
down century old barriers. It gave hope 
and concrete improvement to millions. 
It proved that oppressed persons can or-
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ganize themselves, lead themselves, and 
advance themselves. It gave new mean
ing to equality as it eroded the walls or 
inequality. And it demonstrated that this 
could be accomplished without violence 
or hatred. 

Martin Luther King, Jr. was a force 
for reconciliation and healing. Just as his 
memory endures undiminished, so does 
the need for the forces it evokes. Walter 
Lippmann wrote: 

The final test of a leader is that he leaves 
behind him in other men the conviction and 
the will to carry on. 

By that standard, as by others, Dr. 
King was a leader. 

In Buffalo, I saw evidence that his 
inspiration lives on. Among the speakers 
were two youngsters, Anna Lynn Furst 
and Derick Houston. Both must have 
been infants when he died, but they un
derstand his message, and are influenced 
by it. Their words are eloquent beyond 
their years. I ask unanimous consent 
that they be printed in the RECORD. 

There being no objection, the remarks 
were ordered to be printed in the REcORD, 
as follows: 

Da. MARTIN LUTHER KING, JR. 
(By Anna Lynn Furst) 

Members of the clergy, distinguished citi
zens, and fellow students of this city: We 
are here to celebrate the birth of Doctor 
Martin Luther King, Jr. 

Dr. King was a man who devoted his adult 
life to the principles of brotherhood and 
equality. Not just brotherhood within the 
black population and not just brotherhood 
within the white population, but brother
hood within America. Equality for all Amer
icans. 

Dr. King played an essential role in helping 
blacks to achieve the equality promised them 
almost one-hundred years before the civil 
rights movement even started. Before the 
1950's and 60's, the United States had been 
extremely slow in removing the glaring racial 
injustices thrown upon one group of our 
American population. 

Our country needed a man like Dr. King 
to revive the hopes of blacks. He went about 
this in a very brave and noble way. He said 
that blacks must not drink from the cup of 
bitterness and hate, but must conduct them
selves with dignity and discipline. Though 
the end to his struggle may never have been 
in his sight, he persevered. He was sentenced 
to jail and he was deluged with criticism. 
He saw blacks being killed for no reason and 
he saw blacks being denied equal education. 
For an ordinary man, that could only hinder 
his cause, but it made Dr. King's stronger 
and revived even more hope within his fol
lowers. 

Though a great deal was still to be accom
plished after his death, without him, Amer
ica would not have received the rude awak
ening it needed. 

And that is why we are here today, to 
commemorate a man whose unselfish motives 
were only for good, only for the benefit of all 
human beings. 

It is indeed a great honor for me to have 
been chosen to represent the high school 
students in the city of Buffalo in paying trib
ute to a truly great American and an even 
greater human being. 

A TRmUTE TO DR. MARTIN LUTHER KING, JR. 
(By Derick Houston) 

When we think of Rev. Martin Luther 
King, Jr. we think of those who came before 
him who symbolized his leadership and 
spirit--Sojourner Truth, Frederick Douglass, 
Abrah~ Lincoln, Mary McLeod Bethune, 

Paul Lawrence Dunbar, and William DuBois. 
We are reminded of his contemporaries 

such as Mohandas Gandhi, Andrew Young, 
John F. Kennedy, Robert Kennedy, Roy Wil
kins, Whitney Young. 

Today we see his dreams of uni versa! 
brotherhood and his belief in God's wish 
that each man reach his full potential being 
carried on by people such as Rev. Jesse Jack
son, Benjamin Hooks, Rev. Ralph Loew of 
the Chautauqua Institute and our own Rev. 
Bennett Smith as well as many educators, 
public spirited citizens, and community 
leaders. Many of these people, including you 
in the audience, are here today. 

When I think of Rev. Martin Luther King, 
Jr. I think of the March from Selma to 
Montgomery, Alabama, the March to t he Lin
coln Memorial in Washington, D.C. the 
moral wrongs of the Viet Nam War, Opera
tion Bread Basket, The Southern Christian 
Leadership Conference, nonviolent demon
strations, the philosophy of nonviolence and 
the winning of the Nobel Peace Prize. 

When I as an eighth grade student think 
of Rev. Martin Luther King, Jr. I think of 
him as a man of honor, trustworthiness and 
vision, a friend of mankind and a model 
to look up to. 

The Rev. Dr. Martin Luther King, Jr. was 
an author and educator who stood for uni
versal excellence and for being responsibl' 
as a citizen of the world. 

When we think of the achievements of Dr. 
Martin Luther King, Jr. we are reminded of 
the quote from President John F. Kennedy 
who said, "Ask not what your country can 
do for you, ask what you can do for your 
country." 

I and my friends at School 80 took a pledge 
to excel which was written by the Rev. Jesse 
Jackson. This pledge exemplifies Dr. King's 
philosophy of the achievement of excellence 
that students must aspire to so that they 
can be responsible citizens. The pledge to 
excel reads: 

We will take the opportunity to learn all 
that we can about life. We will help our 
school and community by exercising disci
pline and by becoming a positive thinker. We 
will sacrifice some of our wants of today, so 
that we may satisfy most of our needs of 
tomorrow. We will learn the secrets of suc
cess and practice them daily. We mU3t be 
motivated to accept responsibility because 
nobody will save us from us but us. 

We all have the "Force" to achieve as Obi
Wan-Ken-Obi said in the movie Star Wars, 
to achieve and develop to our full potential. 
Let all of us adults and children pledge to 
do our best, to leave this world a better place 
because we were here and to do this in the 
name of Rev. Dr. Martin Luther King. 

TlfH: TTN1TEn ST A. TES AT THE 
Ul\'TI'ED NATIONS, 1977-80 

Mr. MOYNIHAN. Mr. President, al
most from the moment the United 
Nations was created, Americans have 
disagreed over how we should conduct 
ourselves in that organization. Its affairs 
have always been of the most intense 
interest to us, not merely because of the 
large American ro!e in creating the U.N., 
but because it embodied a great deal that 
the United States hoped to achieve in the 
world. Only of late. with the appearance 
of a majority in the General Assembly 
that seemed hostile to democratic prin
ciples, have some of us tried to shrug 
off the U.N. as a peripheral arena of 
world politics. 

This has not been my view, and for 
the current number of Commentary 
magazine I have written an analysis of 
the ideas that have for the past 4 years 
held sway over American policy at the 

U.N. It is more than a discussion of ideas, 
however; it records their consequences as 
well. Unfortunately, the record is not a 
happy one. In this period, the hostility to 
American purposes that we had seen be
fore in the General Assembly became in
creasingly powerful in the Security 
Council as well-in other words, in the 
body that matters within the U.N. This 
happened in large measure owing to 
American acquiescence, with the result 
that the Security Council itself became 
the instrument for an assault on the 
principal achievement of President Car
ter's foreign policy-the Camp David 
peace treaties. 

This piece treats past policy, but it 
looks to the future as well, for the United 
States has now to deal with the United 
Nations as we find it. We must deal with 
the burden of a series of resolutions that 
come close to denying the legitimacy of 
Israel as a state; they represent, at the 
same time, a major obstacle to the Amer
ican pursuit of peace in the Middle East. 
To dismantle the indictment of Israel, 
and to retake the initiative in pursuit of 
peace will require the most disciplined 
and patient diplomacy. 

I ask unanimous consent that this 
article, "Joining the Jackals: The U.S. 
at the U.N., 1977-1980," be printed in the 
RECORD. 

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

JOINING THE JACKALS 

(By Daniel P. Moynihan) 
A defeat so overwhelming as that which 

Governor Reagan inflicted on President Car
ter soon takes on the air of the inevitable. 
Before it does it may be useful to record 
that those who were defeated in :!l.O way 
looked upon the outcome as fated. To the 
contrary, the view in the White House was 
that things were going well until March 1, 
when Ambassador Donald F. McHenry voted 
in favor of a. particularly vicious anti-Israel 
resolution in the Security Council of the 
United Nations, followed three weeks later 
by the appearance of Secretary of State Cyrus 
R. Vance before the Senate Foreign Relations 
Committee in which he refused to disavow 
the vote. Thereafter, in this view, everything 
spun out of control. The Carter administra
tion left Washington convinced-and pro
claiming-that defeat was brought on by 
malevolent incompetence at the U.S. Mission 
to the United Nations and the inab111ty of 
the Secretary of State to control the Mission. 
What they did not proclaim and only dimly 
understood was that they themselves had 
put in place the ideas which helped bring 
them down; that indeed in that sense the 
outcome was fated. 

Set forth by President Carter and others, 
the sequence of events was a.s follows. Sena
tor Edward M. Kennedy's challenge to the 
President began poorly. On March 18 the 
two met in Illinois, the first industrial state 
to hold a primary. The President won hand
ily. If Kennedy could be beaten a week later, 
in New York, his candidacy would collapse. 
A private poll conducted- by Dresner, Morris 
& Tortorello Research in late January and 
e:a.rly February showed the President leading 
the Senator 54 percent to 28 percent among 
probable Democratic primary voters in New 
York, with only 13 percent undecided. Yet 
in the end, Kennedy won, 59 percent t o 41 
percent. 

In a. gracious gesture, after the results 
were in, Lieutenant Governor Mario M. 
Cuomo, who headed Mr. Carter's campaign 
in New York, called the President to apolo-
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gize. "No," said Mr. Carter as reported in 
the New York Times, "it was the United Na
tions vote." In an interview with Meg Green
field of the Washington Post on March 27, 
Mr. Carter, speaking of an incumbent's prob
lems in running for reelection, repeated the 
point: 

... Then to make a mistake like we did on 
the UN vote and have the Secretary of State 
testify a few days before the election .... 

The same theme was wunded, finally. in 
a postmortem by Steven R. Weisman and 
Terence Smith of the Times after the ua
tional election: 

This blunder, in which t~e administration 
first voted in favor of a March 1 re.5olution 
rebuking Israel on settlements in Arab
claimed territory and then disavowed it, cost 
the President dearly among Jewis.'l voters 
in the March 18 (sic] New York primary. 
Senator Kennedy carried the state and at
tracted new contributions to his campalgn, 
which carried on through the !a.;;t batch 
of primaries on June 3. 

"New York was our chance to knock Ken
nedy out of the box early," said Mr. (Hobert 
S.] Strauss, the campaign chairman. ··we 
blew it with that vote." 

Jody Powell told the Times reporters that 
in consequence, "We sure as heli spent a 
lot of time and money fighting htm that 
would have been better spent against 
Reagan." 

Now it wlll be clear that there are many 
reasons President Carter lost the election, 
of which the UN vote was only one and 
scarcely the most important. What is im
portant, however, is that the administration 
had looked upon its United Nations record 
IllS a huge success. Other policies had falled, 
and that proved costly. But this had suc
ceeded, and proved costly. When the fall of 
a President is involved, and possibly ulso 
the fall of a party, some notice should be 
taken. For I do not conceal my judgment 
that so long as the ideas underlying the 
Carter administration's UN policy are dom
inant within the Democratic party, we Dem
ocrats will be out of power. 

In normal circumstances UN affairs play 
a marginal role in United States foreign 
policy, the simple reason being that Amer
ican foreign policy is normally preoccupied 
with the Soviet Union, and the UN, witb its 
profusion of small, even mini, states, is the 
last Eettlng in which two powers would wish 
to conduct their affairs. But four years ago, 
to the incoming Carter administration. the 
main attraction of the UN as a setting in 
which to conduct foreign policy was pre:::isely 
the prominent role Third World nations play 
in UN affairs, and the North-South axls 
of the place. Tbis was a setting in which 
the cold war could at last be put behind 
us. In his first majcr foreign-policy addre~~. 
given at Notre Dame on May 22, L977, Pres
ident Carter reported that the United States 
had overcome its "inordinate fear of Com
munism," and proposed that the two pow
ers now join in a cooperative effort to im
prove North-South relations, specifically 
through economic assistance to the develop
ing nations. In the meantime, the name of 
the UN Ambassador was promoted to second 
place on the directory of the State Depart
ment building, immediately below that of 
the Secretary. 

In his Notre Dame speech, as in his ap
pointments, President Carter brought to
gether two strains in Democratic thinking 
on foreign affairs. The first was the old tradi
tion of liberal internationalism-the exten
sion of domestic standards of social justice 
to the world at large--exemplified by Presi
dent Harry S. Truman's Point Four program 
or President John F. Kennedy's Alliance for 
Progress. 

But there was another and newer strain of 
thought, one much at odds with the tradt-

tions of Truman and Kennedy. This was the 
view that had emerged in the course of the 
Vietnam war to the effect that the United 
States, by virtue of its enormous power, and 
in consequence of policies and perhaps even 
national characteristics that were anything 
but virtuous, had become a principal source 
of instability and injustice in the world. We 
were, in short, a status-quo power, and the 
status quo we were trying to preserve was 
abominable. By contrast, a more positive 
future was available to mankind if it could 
break out of the American dominion. Much 
has been written of this, and one need not 
expand. For my part the most evocative and 
excruciating memory of the onset of this 
point of view was the day that a group of 
former Peace Corps volunteers, protesting 
the war, ran down the American flag at Peace 
Corps headquarters in Washington and ran 
up that of the Vietcong. 

Through the 1970's this view grew in 
strength within the Democratic party. It was 
most often to be encountered when issues of 
defense were involved. In an article written 
in November 1980, R. James Woolsey, who 
served with distinction as Under Secretary 
of the Navy in the Carter administration, 
described how leaders of many of the inter
est groups that claim to represent the tradi
tional Democratic constituencies have con
vinced themselves over the last decade or so 
that they must be the enemies of increased 
American military power. 

He explained why these constituencies 
had come to feel this way: 

"What you S!)end on tanks you can't spend 
on schools or welfare, nor can you keep it. 
This is, however, an ageless problem of gov
ernment. . . . Perhaps more important, the 
agony of Vietnam introduced a new ele
ment and led the interest-group spokesmen 
and many liberal Democratic politicians tc 
attack the existence of American military 
power as a way to curtail its exercise. 
Throughout much of the 1970's, the halls of 
the Senate Office Buildings, for example. 
were jammed with young staff members look
ing for a weapons system to have their Sen
ator oppose. They, and their friends in the 
executive branch, are now typing up their 
resumes in no small measure because the 
voters understood what many of the elected 
officials did not-that caution in using mili
tary power is wise, but unilateral restraint 
in obtaining it in the face of a massive 
build-up by a potential enemy is extremely 
dangerous.'' 

There was a precise corollary to this doc
trine of self-denial in defense, and it flowed 
from the idea that the political hostllity 
which the United States encountered around 
the world, and especially in the Third World, 
was, very simply, evidence of American ag
gression or at least of American wrongdoing. 
The aggression could be military, but just as 
often it would be diagnosed as economic (the 
role of the multinational corporation) or 
ecological (plundering the planet to sus
tain an obscenely gross standard of living). 
Often it would be presented as nothing more 
specific than not being "on the side of his
tory" or "the side of change." No matter, 
the prescription was the same. If the United 
States denied itself the means of aggression, 
it would cease to be aggressive. When it 
ceased to be aggressive, there would be 
peace-in the halls of the United Nations 
no less than in the rice paddies of Southeast 
Asia. 

As tanks and missiles were the instrument 
of military aggression, so ideas were the 
means of diplomatic aggression-specifically 
that array of attitudes, judgments, and prej
udices which led Americans to suppose they 
represented on balance a successful society. 
one model of how developing societies, if 
fortunate, might turn out, and in the in-

terval a fair standard by whloh to measure 
the merits of other societies. 

Here, in the interest of what lawyers call 
full disclosure, let me acknowledge that, 
from the first, those members of the Carter 
administration responsible for policy at the 
UN, and more generally for relations with the 
developing nations, regarded my own brief 
tenure as U.S. Permanent Representative at 
the UN in 1975--76 as the prime example of 
American diplomatic aggression. 

This was notably the view of C. William 
Maynes, who left the Carnegie Endowment 
for International Peace to become President 
Carter's Assistant Secretary of State for In
ternational Organization affairs. It was the 
view of the Ambassadors who came and went 
at the U.S. Mission beginning with Andrew 
Young and ending with Donald McHenry. In 
an interview published in September 1980, 
contrasting his performance with mine, Am
bassador McHenry said: 

"I don't believe in confrontation polltics, I 
don't believe in name-calling. I do believe in 
communicating with them (i.e., Third World 
nations), in stating my views, listening to 
tl:eirs, respecting their views, expecting them 
to respect mine." 

A few weeks later, on October 1, 1980, tak
ing issue with a New York Times Magazine 
article entitled "How the Third World Runs 
the UN," he returned to this theme: 

The article was reminiscent of the speeches 
about the "Tyranny of the Majority" that 
one of my predecessors used to deliver when 
he represented our country at what he later 
called "A Very Dangerous Place."• 

Yet there was a fateful avoidance of 
reality in the new administration's view: 
a denial that there is genuine host111ty to
ward tl:e United States in the world and 
true conflicts of interest between this na
tion and others-an illusion that a sur
face reasonableness and civility are the same 
as true cooperation. 

To be sure, if there are confilcts of in
terest among states, there are also truly 
shared interests, and even genuine friend
ships. The world, alas, is complex, and al
though the new men of the Carter adminis
tration professed to understand complexity 
where others bad missed it, they were in 
fact great simplifiers. They trivialized the 
sources of real confilct between the United 
States and other nations, and they exag
gerated our ab111ty to resolve them to every
one's satisfaction. 

Again, one notes a parallel with the ap
proach of the new administration to defense 
and foreign pollcy. One of the first (and 
fateful) decisions of President Carter was to 
appoint Paul Warnke as negotiator for the 
strategic-arms-limitation talk with the So
viets. Warnke in his celebrated article "Apes 
on a Treadmill" had set forth the thesis that 
the Soviets essentially imitate American be
havior in defense matters. Thus just as the 

• It would be hard to pack more misinfor
mation into a single sentence. It was Presi
dent Gerald R. Ford, in an address at the 
ooenin~ of the General Assembly in the fall 
of 1974, who warned the UN against "the 
tyranny of the me. 1ority''; at the close of that 
session Ambassador John A. Scall repeated 
the warning. If I ever used the phrase, which 
I do not recall doing, it was only to cite them. 
As for "A Very Dan~erous Place," in 1978 I 
published a memoir about the UN with a pas
sage on the first page : "I had first gone to 
Washington wit.h John F. Kennedy and then 
staved ·on with Lyndon Johnson. There I 
learned as an adult what I had known as a 
child. which is that the world is a dangerous 
place-and learned also that not everyone 
knows this." My editor thOllP:ht A Danqerous 
p7ace would be a good title; but I was not 
referring to t.he UN. As seamen are tau~ht of 
the sea. the UN is not inhe-rently a danrzerous 
element, but is implacably punishing of 
carelessness. 
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United States could turn enmity into friend
ship merely by avoiding "confrontation poli
tics" in its dealings with the Third World, 
so the United States could change Soviet 
behavior simply by changing its own. 

But if these ideas had a parallel struc
ture, they did not prove - equally durable. 
Although President Carter had campaigned 
in 1976 on a pledge to cut the defense budg
et, his promise did not survive the first en
counters with reality-the reality of con
flicting interests and genuine danger. In
stead, it was burled, and (admittedly mod
est) increases in defense spending com
menced. The same readiness to retreat from 
unrealistic approaches was evident in the 
area of human rights (and indeed, here the 
administration's retreat was almost over
eager) . But if in these areas reality obliged 
the administration to think better of the 
ideas by which it had hoped to guide pol
icy, no such perceptions ever managed to 
penetrate our approach to the United Na
tions. We would unilaterally change the 
whole international atmosphere simply by 
avoiding "confrontation politics." The 
United States would make amends for i ts 
past failures by a greater responsiveness, by 
greater openness, by at last understanding 
the problems of others and their perspec
tives. Thus the psychological arrogance that 
lay behind the seeming humilit y of our new 
relations with the Third World-it was we 
who still determined how others behaved
remained intact. 

At the UN the arrogance of this view was 
particularly risky, for those convinced of 
the abuse of American power found them
selves representing the United States at a 
time when our power was in fact much re
duced. Whether American interests could, 
even so, be protected would depend on how 
well t his decline was perceived, on the sup
pleness of the new tactics that would be 
brought to bear, and above all on the ab111ty 
to sense failure when it struck one across 
the face. The new administration was con
ducting an experiment of a sort; much would 
depend on whether it could tell the differ
ence between good results and bad. 

Before defeat in the 1980 election forced 
a different conclusion upon them, the Carter 
people were of the opinion that the experi
ment had been a brilliant success. From the 
1980 Democratic platform-prepared in co
operation with the staff of the National 
Security Council-one learned that when the 
administration came to power in 1977, rela
tions wit h the Third World were at their 
nadir. The United States appeared hostile 
and indifferent to the developing world's 
aspirations for greater justice, respect, and 
dif!nity. All this has changed. 

Testifying before a House Subcommittee 
on March 27, 1980 (two days, mind, after the 
New York primary), Assistant Secretary 
Maynes spoke even more glowingly of changes 
that had come over the UN: " . . . the UN 
has become the crossroad of global diplo
macy. 

" ... [It] now appears to be less un
friendly and dan~erous a place than some 
have led us t o believe. Jt is also possible that 
we will find there a greater spirit of coopera
tion than before-not just in condemning 
the lawless but also in advancing the rule 
ot law. But these promises may come to 
naught unless we adopt a more mature 
stance toward the UN itself. 

"We must remind ourselves that the 
United States needs the UN at least as much 
as it needs us." 

One might have thought this assessment 
would be reflected in votes in the General 
Assembly or the Security Council. But it was 
not. Worse, the ideas of the new adminis
tration stood in the way of seein~ oppor
tunities to be seized and understanding 
problems to be met. 

This was perhaps to be expected. The heavy 
emphasis on North-South relations, after all, 
was surely a way of coping with, or at least 
diverting attention from, the difficult real
ities of the post-Vietnam world. "American 
imperialism" had been defeated. Our defeat 
had been caused, to be sure, by overreach
ing and after a point it could not perhaps 
have been avoided. But its consequences, all 
the same, would have to be lived with, and 
adjusted to; foremost among them would 
be a major opening for, and stimulus to, 
Soviet imperialism. Susan Sontag has re
cently acknowledged how little she and oth
ers in the anti-war movement had under
stood this equation: 

"It was not so clear to many of us as we 
talked of American imperialism how few op
tions many of these countries had except for 
So viet imperialism, which was maybe worse. 
When I was in Cuba and North Vietnam, it 
was not clear to me then that they would be
come Soviet satellites, but history has been 
very cruel and the options available to these 
countries were fewer than we had hoped. It's 
become a lot more complicated." 

But the perception of such complexity was 
beyond the powers of the U.S. Mission to the 
UN under the Carter administration. Its 
members could not see the signs of a new 
phase of Soviet policy: military support for 
Ethiopia in 1977, coups in both Afghanistan 
and South Yemen in April 1978, the invasion 
of Cambodia in December 1978. Unable to ex
plain all this or to fit it to the purposes they 
had set themselves, American diplomats at 
the UN grew increasingly silent. 

It also emerged that our representatives 
had little sense of the UN Charter as law that 
had to be upheld, and to be expounded. A 
superb opportunity came in the fall of 1977 
when the Soviets switched sides in the Horn 
of Africa. Abandoning Somalia, they actively 
entered the war in the Ogaden, an ethnically 
Somali territory, on the side of Ethiopia. Of 
a sudden the Somalis were pounding on our 
doors begging for help, pleading for us to 
understand the "nature of the Soviet threat," 
Soviet "neocolonialism," the "Soviet plot to 
encircle the Gulf," the "Soviet contempt for 
human rights and the rights of small 
nations." 

Now it happens that in 1975 the principal 
sponsor of the resolution that declared Zion
ism to be a form of racism was none other 
t han Somalia (acting in it s th en capacit y as 
an ec:pecially fawning satell1te of the So
viets ) . After the resolution was adopted, I 
rose in the General Assembly and addressed 
the following words directly to the Somalis: 

"Today we have drained the word 'racism' 
of its meaning. Tomorrow terms like 'na
tional self-determination• and 'national 
honor' will be perverte'i in the s'lme way to 
serve the purposes of conquest and exploita
tion. And when these claims begin to be 
made . . . it is the small nations of the world 
whose integrity will suffer. And how will the 
small nations of the world defend themselves, 
on what grounds will others be moved to de
fend and protect them, when the languae-e of 
human rights, the only l•anguage bv which 
the small can be defended, is no longer be
lieved and no longer has a power of its own?" 

With the Somalis bleating in terror. p!ead
ing for helo. did the U.S. Mission to the UN 
ma!re a s!n~le reference to their behavior in 
1975, and our response? None. This would 
have been to enq:a~e in "confrontation," a 
practice of the discredited past. 

The United States helped found the UN, 
mostly wrote the Charter, has largely paid 
for the place. U.S. representative3 have an 
obligation to insist that there are standards 
written into that Charter. OccaE'sionally we 
would st and up for them. In 1978 William J . 
vanden Heuvel, the U.S. representative to 
the UN in Geneva, actually objected to the 
appointment of a KGB officer as director of 

personnel for UN activities in that city. (The 
appointment was a clear violation of article 
1Uv of the Charter.) But there were few such 
instances. Not even when U.I.'IIESCO, that em
bou1ment of a decent liberal optimism, set 
about aeveloping an internatioilal regime 
for state control of the pre.3S under the inso
lent euphemism of "A New World Informa
tion Order" did we engage in "confronta
tion." No, never. And so it went. 

But the crucial turning point came with 
Camp David, which in~·olved an irony worthy 
to be called tragic. Perhaps the most impres
sive achievement of Henry Kissinger as Sec
retary of State had been to cooperate with 
Anwar Sadat in maneuvering the Soviets out 
of Egypt. Together Sae1at and Kissinger had 
had to stand against the efforts of Soviet 
policy to scuttle the new pro-American 
alignment of Egypt and the step-by-step 
peace negotiations, which had scored a ma
jor success with the second disengagement 
agreement of May 1975. The Zionism-is-ra
cism resolution in November of the same 
year was itself orle part of this sabotage cam
paign. 

That the UN ~nd its Third World majority 
could be manipu1ated for the purposes of an 
assault on American policy was much more 
poorly apprehended after Kissinger's depar
ture. In fact, in its desire to dissociate itself 
from the past, the Carter administration set 
out to brmg the Soviets back. The still 
startling Soviet-American communique (is
sued jointly but plainly Soviet-drafted) of 
October 1, 1977 proposed to reconvene the 
Geneva Conference, a meeting under UN 
auspices at which the two nations would be 
cochairmen and to which all interested par
ties would be invited. To Sadat the meaning 
of this was clear; a veto in the hands of the 
radical forces, immediate stalemate, ulti
mately perhaps his overthrow. And so to 
avoid going to Geneva, he went to Jerusalem 
(where, he had every reason to know. a deal 
was waiting to be struck with the Begin 
government) . This set in motion the events 
t hat ended with the Camp David accords of 
1978, and the Egyptian-Israeli peace treaty 
of 1979-Carter's sin~le greatest achieve
ment, albeit purchased only by a reversal 
of his original "Geneva" aoproach and by 
shiftin~ negotia.tions over the Middle East 
away from the UN. 

Inovitablv forC'es at the UN would res~nt 
this. 'T'hus it is not too much to say that the 
supreme test of the Carter policy at the 
United Nations was whether that body would 
leave him alone to malfe peace between 
Israel and its nei~hbors . Had his diolomats, 
throu~h their new aooroach. acauir-ed suffi
cient influence with the far-flun-g nations of 
the Tl'lird World to persuade them to stay 
out of disoutes with which most of t:t>em :t>a.d 
in any event only the remotest connection? 
TP~ answer was not long in comin~. First, 

t he remaining Arab states, with Iraq only 
momentru-ilv absent, convened a "confronta
tion summit" in Damasc'.' S to fight the Camp 
Da·•id settlement. Iraq soon was brought in, 
and before the year was out leaders of all 
.Arab states exceot Ecypt had met in Baghdad 
to form a "relection front" a~ainst Egypt 
and Israel. Simultaneously the Soviet Union 
(retl,rning to the ta~tics it had used in 19'75 
t.o counter its expulsion from Egypt) esca
lated its campail!n to delegitimate Israel by 
ideTJ.tifving it with the Nazis. 

Having been sounded in 1971 with a two
part article in Pravada entitled "Anti
So·•ietism is the Profession of Zionists." this 
theme was steadily elaborated and diffused. 
(The original Pravada article, for example, 
asserted that the massacre at Babi Yar had 
been a collaboration of Nazis and Zionists.) 
Once the idea had been set, it proceeded to 
be pouularized on television, in novels, and 
finally in children's publications. Thus the 
October 10, 1980 issue of Pionerskaya, Pravda. 
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a tabloid-size weekly for children aged nine 
to fourteen who belong to the Soviet youth 
orga.niza.tion. Pioneers: 

'"Zionists try to penetrate all spheres of 
public life, as well as Ideology, sc1ence, and 
tra.d.e. E ven Levi jeans con"tnbute to their 
operations: the re.enue ootained from the 
sale of ta.ese pants a.re used by the firm to 
help the Zionists. 

.. Most of the largest monopolies in the 
manutacture of a.rms are controlled by Jew
ish bankers. Business made on blood brings 
them enormous profits. Bombs and missiles 
exploae in Lebanon-the bankers Lazars and 
Le1bs a.re ma.lilng money. '.Lhugs in Afghan
istan torment schoolc.hildren with gases-
the bundles of dollars are multiplying in the 
safes of the Lehma.ns and Guggennei..m.s. It is 
clear that Zionism's princ1.pal enemy-is 
peace on earth. 

" ... 'l ·he United Nations described Zionism 
as a. form of racism and racial discrimination. 
More and more people toaay are begllllling 
to realize tnat Zionism is present-day 
fascism." 

'I'his propaganda. seemed to possess the 
Soviets 1nterna.tiona.lly as well as at home, 
and thet oegan to insist that other nations 
join in the campaign to treat Israel as an 
outlaw state, indeed a nonstate, an entity 
without the rights of statehood. It began 
to work. In 19·t8 Cuba. became head of the 
"nonaligned nations." A summit meeting of 
these states in Havana between September 
3 and 7, 1979 adopted a resolution that 
declared: 

"The heads of state or government re
affirmed that racism, including zionism 
[sic], racial discrimination, and especially 
apartheid constituted crimes against hu
manity and represented violations of the 
United Nations Charter and of the Univer
sal Declaration of Human Rights [Paragraph 
237, Final Declaration of the Conference J ." 

In June 1980 at the ministerial meeting 
of the Organization of African Unity, held in 
Freetown, Sierra Leone, Israel was referred 
to in official documents merely as ·the Zion
ist entit y. " And on October 8 , 1980 the 
Soviets signed a Friendship Treaty with 
Syria of which Article 3 declared: 

"The High Contracting Parties, guided by 
their belief in the equality of all peoples 
and states, regardless of race and religious 
beliefs, condemn colonialism, racism and 
zionism [sic] as one of the forms and mani
festations of racism, and reaffirm their re
solve to wage relentless struggle against 
them." 

This was perhaps the clearest statement to 
date of the Soviet Union's opposition to the 
very existence of the state of Israel, but its 
essential purpose had been evident for at 
least a decade. 

No less evident was what the United states 
Mission to the United Nations should have 
done. The ftrab nations were split· the 
United States was. in effect. all1ed with the 
largec:t of them. Fgynt. and in t.he cause of 
peace in the Mlrldle East. The Soviet Union 
thoul!h it miP:ht de~lare that "thngc; in .Af~ 
gha.nist.an" wel"e "t o-rment.fne: S"h.ool~h.ll" .. P.n" 
for t he Profit of Zionists, had establfshed 
itself bevC'nd all rtuec;~ion as a 'brut al con
queror ot' Third Worlr.J. neooles and as an 
anti-SPinltic rel?lme of near demented Dl"O
i~rtions. The mnment to fragment or silence 

e onnrstt.ton wac; at J"land 
Faced with this assault on. the UN 0harter 

on neq.~~ . nn ""'""'n"V-PTlfi. Tlnt. ~o in--fnen ' 
tall:v. on the Prec;lr'lent. ot' the Un!t"'d St~~e~ :;:;:.t did our people do? They took the other 

To ne.,.snns whoc:e deenest convi~tion was 
that "'Thfrd Wo.,.ld nation!; we-re hoc;tlJe to the 
i[~t J7 s:ates hP.ca,s~ of onl" own neocolonial 

e av or. whoc:e strong r'IJsnositton was to 
believe that. the Rowtet. TTnion In 1 t. 
instances 11 a. mos . all 
forces In t~e ioorted the true liberationist 

ormer colonial world whlle the 
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United States, on the wrong side of history, 
backed brutal but doomed dictatorohips
the events from 1977 to 1980 could make no 
sense. It became ever more difficult for such 
people to understand and support their own 
government's policy. For had not the Camp 
David framework, its peaceful appearances 
notwithstanding, called forth a more sus
tained disagreement between the U.S. and 
the Third World than even the "confronta
tionist" policies of the past? To understand 
this one had to entertain the possiblllty that 
the opposition we encountered there was not 
a matter of long-held grievances against our 
abuses of power. One had to entertain the 
possibility that there were those whose great 
fear was that in seeking peace we might 
succeed. 

Confused, and after a. point not altogether 
straightforward, the strategy of our diplo
mats in New York, backed up in the Depart
ment of State, started to undergo a subtle 
and disastrous traruformation. They had be
gun with the proposition that if the United 
States put itself on the "right" side of his
tory, we would find the nations of the world, 
most of which of course were "new," coming 
over to our side in turn. Unaccountably, 
however, they were still not on our side. To 
the contrary, some were actively seeking to 
undo the greatest diplomatic achievement 
the administration had to its credit, and 
none-not one-was objecting to or trying 
to impede such efforts. Evidently, then, we 
must still be on the wrong side. Reasoning 
thus, our diplomats prepared themselves to 
vote for the Security Council Resolution of 
March 1, 1980 and (though this was certainly 
not their intention) to help bring down the 
administration they served. 

The chain of resolutions passed in con
demnation of Israel by the Security Council 
in 1979-80 forms a. complex story. Yet to 
follow it only a single point needs to be 
understood. It is that, as a direct result of 
Amerlc~n policy, the Security Council was 
allowed to degenerate to the condition of 
the General Assembly. 

Under the UN Charter the General As
sembly reaches decisions by majority vote, 
but its decisions are purely recommendatory 
(Article 10). By contrast, the Security Coun
cil has power. In situations where it deter
mines that there is a " threat to the peace, 
bre.:~.ch of the peace, or act of aggression," 
the Council "shall make recommendations 
or decide what measures shall be taken ... .': 
These include "such action by air, sea, or 
land forces as may be necessary .... " The 
Security Council, in a. word, may make war. 
And for that reason the Security Council 
does not operate by majority vote. Any per
manent member may veto any action, simply 
by voting No. However, in the face of the 
increasingly vicious Soviet-Arab assaults 
that followed Camp David, the United States 
began to abstain. I have represented the 
United States on the Security Council; I 
have served as President of the Security 
Council. I state as a matter of plain and 
universally understood fact that for the 
United States to abstain on a Security Coun
cil resolution concerning Israelis the equiva
lent of acquiescing. 

The first abstention in the sequence we are 
now tracing occurred on March 22, 1979 
when the Council, in a resolution directed 
against Israel established a. three-member 
commission "to examine the situation re
lating to establishments in the Arab terri
tories occuppied since 1967, including Jeru
S9.1.em.'' Tl"oe phrasing here was ominous: 
"Arab territories ... including Jerusalem." 
Jersualem is the C'lpital of Israel. How could 
its capital be in the territory of others? 

E'"'.ually ominous. alt,...01.1gh at this point 
restrained, was the reaffirmation of earlier 
Council statements that th~ Fourth Geneva 
Convention "Is a~plicable to the Ar!l.b terri
tories occupied by Israel since 1967, includ
ing Jerusalem" and the strict injunction 

upon Israel "as the occupying Power, to 
aoide scrupulously by the 1949 Fourth 
Geneva. Convention." Now, the Fourth 
Geneva Con.ention on the Protection of 
Civilian Persons in Time of War is one of a 
series of treaties designed to codify the be
havior of l'<azi Germ ... ny and make such be
ha,ior criminal under international law. 
This particular convention applied to the 
Nazi practice of deporting or murdering vast 
numbers of persons in Western Poland-as 
at Auschwitz-and plans for settling the 
territory with Germans. The assertion that 
the Geneva Convention also applied to the 
West Bank played, of course, perfectly into 
the Soviet propaganda. position that "Zion
ism is present-day rascism." 

Within a. year the new commission had 
submitted two reports. In response to these, 
on March 1, 1980, a resolution (465) was sub
mitted to the Council that was as viciously 
anti-Ismel-and as destructive of the Ca.mp 
David accords-as any that had ever been 
encountered or could readily be devised. 
Israel was found to be in " tiagrant viola
tion of the Fourth Geneva Convention": the 
first nation in history to be found guilty of 
behaving as the government of Nazi Germany 
had behaved. It was determined that all 
measures taken by Israel to change the 
physical character, demographic compositt.on, 
institutional structure or status of the Pales
tinian and other Arab territories occupied 
since 1967, including Jerusalem, or any part 
thereof, have no legal validity .. , . 

In a word, according to Resolution 465, 
Israelis an outlaw state, guilty of war crimea. 
(Not the Vietnamese invaders of Cambodia, 
or the Soviet in Afghanistan. Israel!) Its al
leged capital is not its capital at all-"Jeru
salem or any part thereof"-and it is in 11-
legal occupation of territory now for the first 
time designated "Palestinian." 

Here, then, was the triumph of everything 
the Soviets and the "Rejectionlsts" had stOOd 
for: the repudiation of everything Sadat, and 
for that matter Begin and Carter, had sought. 
Yet the United States voted in favor of this 
resolution. Shortly thereafter the adminis
tration stated that this had been a "mistake." 
It was no mistake at all. Resolution 465 re
flected the view of the ma1or1ty of members 
of the United Nations, and the U.S. Mission 
there had simply come to accept that view. 
Their conception of the world, by now shared 
in Washingt on, gave them no alternative. 

Once the vote was cast there came the 
shock of recognition, in Wa.c;hington at least, 
that this was what that conception led to. 
But still they clung to it. The White House, 
sensing the disaster and the dilemma, did not 
want anv tec;timonv ~iven before congress. 
The State Department Insisted, and so on 
March 20 the New York Times reported: 

VANCE REBUFFS CALL FOR FuLL DISAVOWAL 
OF UN'S ISRAEL MOVE 

Yet it was more than that. Vance would 
neit.her disavow the e""'!sode nor acknowledge 
it. He conld not bring himself to admit con
sequen"es he could not desire of a policy 
he f'Ould not reoudtate. 

The operative paragraohs of Resolution 
465 be~an by stating that the Security 
Council: 

1. Commends the work done by the Com
mission in preog,ring the report. . . .; 

2 . Accepts the conclusions and recom
mendations contained in the above-men
tio"'ed reoort of t.he Commission; 

Yet Vance in his testimony on March 20 
sugaested that nothing, really, had hap
pened, that voting for the resolution did 
not imolv suooort for the commission re
port which had occasioned it. 

Senator Paul R. Sarbanes of Maryland 
went directly to this point: 

Se ... ator SARBANES. Ml". Secretary, the res
olutio"l that was oassed and for which we 
voted, acce'Jts the conclusions and recom
mendations contained in the report of the 
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commission established by Security Council 
Resolution 446. 

Do I take your assertion to be that the 
word "accepts" there means nothing more 
than "receives"? 

Secretary VANcE. You do correctly under
stand. 

Senator SARBANES. Why wasn't the word 
"receives" used? I would understand the 
word "accepts" to carry with it some ele
ment of subscribing to the conclusions in 
the recommendation. 

Secretary VANCE. No; it was merely in
tended to connote receives. Accepts-they 
hand them to me, they are accepted. 

I joined in the questioning: 
Senator MOYNIHAN. Very frankly, ... Mr. 

Secretary, I am concerned with our reputa
tion for plain dealing. 

Did anyone at the U.S. Mission to the 
United Nations tell you that in a Security 
Council resolution, the word "accepts" 
should be read to mean " receives"? 

Secretary VANCE. Yes; I have been told 
that. 

Senator MOYNIHAN. You have been told 
that? 

Secretary VANCE. Yes. 
Senator MoYNIHAN. Sir, I once served as 

U.S. Permanent Representative there. I can 
tell you that I could not conceive telling a 
Secretary of State that the word "accepts" 
should be read to mean as in a letter, "Dear 
Sir, I have recelved your letter of" so and so. 

The first paragraph, the preambular para
graph of a Security Council resolution starts 
out always, "Taking note of." This is the 
paragraph that says, "We have received." 

"Accepts," on the other hand, is a slight 
variation on the word "endorse." It would 
be the only way it would have been under
stood in my time there, sir. 

I think you have been misinformed, sir, 
and I think you have been done a dis
service. • ... 

Something quite extraordinary was hap
pening here. It is of course possible that the 
members of the U.S. Mission had simply not 
told the truth to the Secretary of state. 
(They had evldently been less than candid 
on some other questions concerning the 
resolutions-informing him, for example, 
that references to Jerusalem had been ex
cised from the text when they had not.) But 
how could a lawyer of Cyrus Vance·s ab11ity 
belleve such an untruth save that at high 
and low levels allke the men of our govern
ment were deceiving themselves? The Carter 
administration had failed in its objectives 
at the UN; but to admit that failure was to 
cast in doubt the view of the world that 
justified the very existence of the adminis
tration. And to protect itself !rom havina- to 
face this failure, the administration had 
begun to undermine Camp David itself-its 
one great success. 

The March 1 vote, then, was a disaster and 
should have stimulated a reappraisal of the 
route by which the administra~ion bad trav
eled to it. Israel bad been permanently 
damaged, and (unless their perceptions are 
perilously dulled) other all1es of the United 
States permanently warned. Yet no more 

• A brief review of UN documents Will 
make clear that "accept" has the everyday 
meaning of "endorse." After the first com
mission report was submitted in July 1979 it 
became the subject of Security Council Re~o
lution 452, in which the Council voted to 
"accept" its recommendations. The members 
of the COmmission easily understood what 
this meant. They wrote in their second re
port (which in turn became the subject of 
Resolution 465) that they had taken ar
ticular steps "bearing in mind that the PSe
curtty Council, in Resolution 452 (1979) 
had accepted the recommendations con: 
tained in the commission's first report " 
(emphasis added). · · · 

was said than that it was a mistake, and 
only a partial mistake at that. The ad
ministration never thought lts way through 
the matter. Those publicly most identified 
With these policies had :~.!ready begun to 
leave-first Ambassador Young, then As
sistant Secretary Maynes, and finally Secre
tary Vance hizru;elf. But the policies per
sisted. By the end of the Carter admlnistra
tion the pattern had become all but im
pos.sible to overcome. One can measure it 
this way: on nine substantive votes on the 
Middle East taken in the Security Council 
between January 1979 and August 1980 the 
United States abstained seven times. 

Just once we cast a veto-·l"trikin~ down 
a Tunisian resolution of last Aprll 30 which 
called for the creation of a Palestinian state. 
This resolution, one might note, unlike the 
one we voted for on March 1. did refer to 
"secure and recognized boundaries"-the 
language of Resolution 242-bm; only for 
the Palestinian state. Not for Ierael. 

To be sure, we occasionally made our un
happiness known. In August 1980, tor ex
ample, Secretary of State Edmund S . Mus
kie went to New York and defended the 
American a-pproach to a Middle EP..St peace 
settlement based on the Camp David ac
cords: 

"Let me ... repeat our belle! that this 
constant recourse to debates and resolu
tions that are not germane to the pea('-e 
process-and even harln!ul to it--tihould 
stop." 

A salutary sentiment, but what must the 
other members have thought' For SeC're
tary Muskie was asking on behalf of the 
United States for the end of a process that it 
was perfectly within our power to end. If 
we believed such resolutions to be harln!ul 
to the peace process, we were free to veto 
them. We were free to deny them the force 
of law they acquire when they pass. The 
sa.me point could be made o! suc.b. American 
statements on the March !resolution as thi<> 
one by President Carter: 

"While our opposition to the establish
ment of the :srael settlements is long-stand
ing and well known, we made strenuous ef
forts to ellminate the langu~ge with refer
ence to the dismantling of settlements in 
the resolution." 

Yet when the strenuous efforts faUed, the 
U.S. Permanent Representative bad only to 
raise his hand, to vote No, and the resolu
tion would have failed. 

Having committed itself, however, to soli
darity With the majority at the UN, the 
Carter administration could not bring itself 
to exercise the veto. Thus in our fiight from 
"confrontation" did we end not by under
standing the perspectives of others, but by 
adopting them. 

In so domg, we have acquiesced in a very 
great deal. 

After March 1 the application o! the 
Fourth Geneva Convention became a routine 
of Security Council resolutions. It was in
voked in Resolutions 460 (May 8, 1980), 469 
(May 20, 1980), and 471 (June 6, 1980), all 
three o! which dealt With Israel's expulsion 
of two Palestinian mayors in the wake of 
terrorist attacks on Israell clvillan settlers. 
Where once there was the routine affirmation 
of Resolution 242, we now have routine in
dictments of Israel for Hitlertan crimes. 

The U.S. abstained even when Israel's 
sovereignty itself was at issue. The last Secu
rity Council resolutions in this cycle of at
tacks on Israel were adopted in the summer 
o! 1980 and dealt specifically With Jerusalem. 
Resolution 476 of June 30, 1980 warned Israel 
about its pending legislation on the annexa
tion o! East Jerusalem. One might well ques
tion the prudence of this Israeli law-and 
many have done so-but it was something 
else again to find that in Resolut ion 476 (as 
in its successor Resolution 477 of August 20) 

Israel bad become the '•occupying power" of 
its own capital. Both resolutions, in fact, 
seemed to include the entire city of Jeru
salem Within this charge. And Resolution 477 
went st111 further: it declared the Basic Law 
on Jerusalem, by then passed, to be null and 
void. It declared in effect that Israel was not 
entitled to fix the location of its own capital 
city, and called-in a wholly unprecedented 
step-{)n member states to Withdraw their 
embassies from this capital (which all did). 

An epilogue of sorts took place in the 
third week o! December 1980, as the Carter 
administration and the 35th General Assem
bly began winding down. On Monday, De
cember 15, the General Assembly adopted 
five resolutions on the Middle East more 
virulent and anti-Semitic than perhaps any
thing the U.N. had yet seen. The debate was 
obscene. Thus the Ambassador of Jordan 
speaking of the Ambassador of Israel: 

"The representative of the Zionist entity is 
evidently incapable o! concealing his deep
seated hatred toward the Arab world for 
having broken loose from the notorious ex
ploitation of its natural resources. long held 
in bond84!e and plundered by his own peo
ple's cabal. which controls and manipulates 
and exploits the rest of humanity by control
ling the money and wealth of the world." 

The occasion was the receh>t of the most 
recent Report of the Committee on the Ex
ercise of the Inalienable Rights of the Pales
tinian People. a bo1y established by General 
Assembly resolution on November 10, 1975, 
the same day Zionism was declared to be a 
form o! "racism and racial discrimination." 

The first of the resolutions was breath
taking: 

Security Council Resolution 242 o! 22 No
vember 1967 does not provlde an adequate 
basis for a just solution for the question of 
Palestine. 

One of the more dishonest (and debllitat
ing because profoundly misleading) asser
tions o! the U.S. Miss'on during the Carter 
years was that tre 1975 Zionism resolution 
was somehow brought about by the United 
States. Ha'f7ing resisted. America was judged 
to have provoked. That resolution oassed 67 
to 55 with 15 abstentions. This resolution. 
potentially far more dest ructive, was 
adooted 98 to 16 with 32 abstentions. 

The United States said nothing. No Amer
ican delec:rate went to the podium to offer 
t'~->e smallest <iemur. Next. a resolut-ion de
no,Jnced t:t>e Camo David accorcis. declaring 
that the General Assembly "Expresses its 
stron~ OO"'Osition to all T'art.ial al!'reements 
an1. se...,ar9.te tre~ties whl~h const.tt,,te a 
fial!'l'ant violation of the rivhts of the Pales
tinian pPOo1e. the principles of the Char
ter . ... ret.cl." 

The Unttert Rtates sairt not.hlnl;!. The lAst 
or the resolntio,..,s reas!'erted Is,.aeU viola
t.ion o! th~ Fourth Geneva Convention. This 
time the Unlt.erJ States, by abstaining, sald 
all there was to say. 

There was something of note in the spon
sors of the resolutions. Tl'e fam111ar Soviet
leaning or Soviet-dominated nations were 
nre"'ent: Afuhanistan, Cuba, Lao People's 
Democratic Renublic. But present also were 
Nicaragua and Zimbabwe, two Third World 
nations with which the Carter administra
tion bad prec;umably established relations 
of !rie"ldshin and respect. 

As for North-South relations. o"l Wednes
dav o! that week Ambasc;ador Mc'P"enrv ac
JrnowledP'ed that the General Assembly's 
Special S~ssion on economic development 
wht~h had convened in Sentember hM come 
to nothinl;!. Finallv, on Friday. December 19, 
the United St ates voted for a Security Coun
cil resolution condemnjng Israel for the ex
pulsion o! two Arab mavors (an expulsion 
which followed upon parUamentarv debate. 
trials before an independent judidarv. and 
the usual processes of a possibly wrong
beaded but stubbornly democratic society). 
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Ambassador McHenry explained that the 
Fourth Geneva Convention "prohibits depor
tations, whatever the motive of the occupy
ing power." 

In an editorial entitled, "Joining the 
Jackals," the Washington Post, which had 
supported the President for reelection, de
scribed this American vote against Israel in 
the Security Council on that Friday as rep
resentative of "the essential Carter." Now the 
President himself was being held to ac
count. 

American failure was total. And it was 
squalid. These men, in New York and Wash
ington, helped to destroy the President who 
appointed them, deeply injured the Presi
dent's party, hurt the United States, and 
hurt nations that have stood with the United 
States in seeking something like peace in the 
Middle East. They came to office full of 
themselves and empty of any steady under
standing of the world. The world was a more 
dangerous place when at last they went 
away. 

Those who now take office must deal with 
the aftermath of this massive failure of 
policy. The Security Council resolutions are 
time bombs. Ticking. The case has all but 
been made that Israel is an outlaw state, and 
indeed the General Assembly has now called 
on the Security Council to consider imposing 
sanctions against it. It will take the toughest
minded diplomacy to dismantle the indict
ment now in place--thanks to the Carter 
administration; thanks to those who brought 
the Democratic party to such confusions. The 
new administration wm have to deal also 
with the whole question of the Third World. 
It should be clearer now that hostility toward 
the West, toward the United States, is abiding 
and, it may be, burgeoning. 

Yet it remains for the United States to 
evolve a mode of dealing with the UN major
ity, and this in some measure turns on what 
kind of countries we think them to be. Irving 
Kristol has put the matter at its bleakest: 

"The radical-nationalist ideologies of these 
natiol'ls, so far from being a prelude to the 
liberal-constitutionalism we revere, are a 
kind of epilogue. They-or at least their rul
ing elites-have seen our present and reject 
it as their future. So long as we refuse to 
confront this reality, we do not have a clear 
vision of the world the U.S. inhabits. And so 
long as there is no such clear vision, there 
can be no coherent foreign policy." 

My own view is more sanguine : consider 
India, Sri Lanka, Trinidad and Tobago, Ja
maica. There are others-manv others. Still, 
with the experience of these four years, we 
should at least have learned that foreign 
policy cannot be conducted under the pre
tense that we have no enemies in the world
or at any rate none whose enmity we have not 
merited by our own conduct. For it was this 
idea more than anything- else, perhaps, that 
led the Carter administration into disaster 
abroad and overwhelming defeat at home. 

ENERGY AND THE DEVELOPING 
NATIONS 

Mr. PERCY. Mr. Pres~dent, the most 
recent increases in OPEC oil prices 
passed with the usual murmurs of dis
tress about the ever-ris1ng cost of pe
troleum. While we are coming to under
stand the effects of high oil prices on 
our economy in the form of inflation. 
unemployment, and other ills, we still do 
not fully comprehend how expensive oil 
will affect that portion of the globe put 
in the most dire strafts by $~5 to $50 a 
barrel on: the developing world. In much 
of the Third World, oil bills have all but 
arrested economic development in the 
past few years. 

In the United States we can consider 
a combined energy strategy of conserva
tion and production that should allow 
us to keep our oil consumption constant. 
In the Third World, that is not an op
tion. Development, as traditionally con
ceived, will demand some 3 to 4 million 
barrels a day of additional oil by 1990. 
That oil will have to come out of a world 
supply which most analysts feel will at 
best remain in tenuous equilibrium with 
the developed world's oil demand 
through the end of this century. 

The United States has two vital in
terests in the energy problems of the de
veloping world. First, there is our con
tinuing concern about improving eco
nomic conditions in the poorer nations 
of the world. Economic development is 
a necessary foundation for the stability 
and political development that we in 
this country have so long sought to fos
ter in the third world. If the developing 
nations continue to spend much of their 
scarce foreign exchange on imported oil. 
then a future of economic growth and 
improving social conditions will remain 
forever beyond the grasp of many na
tions. 

Second, improving the developing 
world's energy future directly improves 
our own. In all likelihood, the United 
States will remain a substantial oil im
porter for most of this decade. Our al
lies, who do not have the tremendous 
potential domestic energy resources that 
we do, will remain dependent on im
ported oil for an indefinite time to come. 

As the developing world comes to 
demand more oil from the international 
oil market, pressure for price escalation 
will become more intense. While the 
rich nations of the world will surely be 
able to outbid the poor for the oil they 
need, this prospect is both unpleasant 
and expensive. Our commitment to help 
solve the Third World's energy problems 
will test not just our compassion for the 
world's poor, but our farsightedness in 
serving our own national interest as 
well. 

Our assistance in solving the energy 
problems of the developing world must 
come in several different fonns. We can 
start by assisting the poorer nations in 
developing their indigenous sources of 
conventional oil and gas. Many nations 
have deposits of conventional fossil fuels 
that are too small to provide the poten
tial exports that attract the multina
tional oil companies, yet are large enough 
to aid in meeting domestic needs. We can 
share some of the expertise developed 
within our Government in exploring new 
and enhanced production areas-tertiary 
oil recovery, oil shale, tight gas, and 
so on. 

Next, we can share with the develop
ing world some of America's great 
energy wealth. We have enough coal 
within the United States, including my 
own State of Illinois with the Nation's 
largest reserves, to fill our needs as well 
as those of many other nations through 
the end of this century and beyond. All 
we have to do is find a way to get it 
efficiently from the ground to the na
tions that can use it. With coal, the 
problem is not supply-we could double 

production in lllinois overnight-but 
demand. 

Private industry should be able to 
create the markets it needs. But before 
the private sector can act, the Govern
ment needs to assist in improving 
America's transportation infrastructure 
of roads, railroads, and ports, to a 
degree that will assure we can get our 
product on a cost-competitive basis to its 
potential markets overseas. 

As we develop new technologies for 
our own use in the solar and renewable 
energy fields, we should always look to 
how they might be adapted to the needs 
of the Third World. Today, the develop
ing world depends on wood for a sub
stantial part of its energy needs. Un
fortunately, the increasing demands of 
population combined with the gradual 
deforestation of many areas of the world 
mean that wood will soon be in short 
supply for many nations. We can assist 
in the development of conservation and 
reforestation programs for the lesser de
veloped nations. Finally, we need to re
evaluate the full panoply of our foreign 
assistance programs. The world has 
changed drastically since the first ten
fold oil price increase in 1973-74. I am 
sure that all of our assistance programs 
have reoriented their priorities to refiect 
that change. 

Energy in the developing world can no 
longer be considered as just a foreign 
assistance issue. Energy problems make 
us feel what we have long said in a vari
ety of contexts: We live in an interde
pendent world. Energy problems in the 
Third World will likely lead to energy 
problems in our world. Energy in the 
developing nations must become part of 
a combined U.S. energy policy that 
stresses working through the interna
tional system to solve our domestic prob
lems. There can be no isolationism in 
American policy in the 1980's so long as 
we, our developed allies, or the develop
ing nations that we would like to see es
tablish stable, strong economies continue 
to import oil. 

An article recently appeared in the 
International Herald Tribune that con
cisely sums up the current energy prob
lems of many Third World countries. I 
ask unanimous consent that Jonathan 
Power's article "Third World Nations 
Caught Between Old, New Energies" be 
inserted in the RECORD. 

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

THIRD WORLD NATIONS CAUGHT BETWEEN 
OLD, NEW ENERGIES 

(By Jonathan Power) 
OTTAWA.-The Third World countries are 

not by world standards great energy users, 
but their energy needs are growing at such 
a rate that they appear to face even more 
serious problems of adjustment than the 
industrialized countries. The OPEC meeting 
in Bali was another painful turn of the 
screw. 

A superficial glance may suggest to some 
that their requirements are small enough 
to be manageable. After all, it takes a year 
for the avera~e. Third World person to con
sume as much energy as the average North 
American does in a day. The average North 
American uses about 1.000 times as much 
commercial energy as the average Nepalese 
and 800 times as much as the average Upper 
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Volte.n. The average Dutchman, who is the 
average European, although less rapacious 
than the North American, consumes 266 
times as much as the average Ethiopian and 
31 times as much as the average Pakistani. 

The truth is, however, that oil-importing 
developing countries have been increasing 
their energy consumption at a faster rate 
than have the industrialized countries. Dur
ing the 1960s and early 1970s, Third World 
energy consumption grew by 8 percent a 
year. It stagnated in t be next two years but 
after 1975 resumed growing at about 5.5 per
cent annually. 

This year, oil import b1lls of developing 
countries are estima,.ted to be slightly less 
than $70 b1llion. Leaving on one side the 
impact of disrupting events like the fall of 
the shah and the Iran-Iraq war. OPEC will 
want to see prices rise until they reach the 
cost of coal gasification. This means that by 
1990, the Third World oil b111 could be ave!" 
$266 b1llion. 

In an ideal world of brave and imaginative 
diplomatic agreements, it might be reason
able to suppose that this process of rising 
prices might be ameliorated. After all, it is 
stated OPEC policy to try to create an oil 
regime where prices increase smoothly rather 
than in sharp 1ttmps. where developing coun
tries get priority in the marketplace, and 
where OPEC loans at commercial rates of 
interests are available. There will also be 
more OPEC aid. In the real world only some 
of this is likely to come to pass. 

None of these measures, moreover, will 
gainsay the fact that too many developing 
countries have programmed their moderniza
tion on a course that is ouite ~imply suici
dal. Whatever the terms of relief, they just 
cannot afford an oil-based economy. Or to 
put it more soberly, as did a report prepared 
by leading energy experts for the recent 
meeting in Ottawa of the North-South round 
table, "It makes little long-term sense for a 
developing country to make a. transition to 
on just a.t the time it must undertake a. 
transition from oil to successors." 

It is going to be a rough period for the 
developing countries. Not only are they 
trapped by the rising price of oil. They are 
hamstrung by the diminishing supply of tra
ditional fuels . Sixty percent of their popula
tion (2.5 b1llion people) live in the rural 
areas, where the principal fuels are firewood, 
crop residues and animal dung. 

In Africa, for example, firewood accounts 
for more than four-fifths of the total energy 
used. It is not used merely for home cooking 
and heating, but for rural industries. In Tan
zania, vast quantities are used for curing to
bacco and in Mall for smoking fish. In Brazil, 
charcoal is used in large amounts for steel 
production. 

MEAGER INCOME 

According to one estimate, the amount of 
wood used in the developing countries in a. 
year (and this excludes China) "would stand 
at least 20 feet high and 20 feet wide and 
extend completely around the equator." 
Given present rates of deforestation , Senegal 
w1II be bare of trees in 30 years, Ethiopia in 
20 and Burundi in seven. Much of the world 
is running out of trees. The prices of firewood 
a.nd charcoal are skyrocketing, even faster 
than the price of oil. Many famil1es spend a 
sizeable fraction of their meager income on 
firewood. Others walk miles every da.y to find 
wood. 

In short, the Third World countries are 
trapped between the old and the new. They 
cannot afford imported oil, and they are dan
gerously near to having exhausted their wood 
a.t home. 

For the urban and industrial area where 
people a.nd businesses wm find it difficult to 
do without oil , the developing countries need 
to step up the rate of oil exploration at home. 
The experts of the North-South round table 
argued that large numbers of developing 

countries can expect to become small to 
medium oil producers. 

The big oil companies are not always inter
ested in locating smaller fields that wm have 
an output signlficant in international terms 
but important for local markets. The World 
Bank has recently launched a. large loan pro
gram to make this possible. 

However, the vast majority of the people of 
the Third World live far from a. town. They 
desperately need a. form of renewable energy, 
not piped to them in some expensive grid 
system, but one they can make use of on 
their own doorstep. This, in the jargon, is 
called "soft energy"-bio-ga.s, methanol, wind 
a.nd solar power. Such a. development can 
only come with a technological leap that 
enables these systems to be mass-produced 
on an economic scale. 

Amazingly, although there are experiments 
here and there, not one Third World country 
ha.s made a. decision to give priority to devel
oping "soft energy." Meanwhile, more of the 
imported "hard stuff" will be the undoing of 
developing countries. 

THE REVEREND RAYMOND C. 
BAUMHART OF CHICAao·s 
LOYOLA UNIVERSITY 
Mr. PERCY. Mr. President, it is with 

great pleasure that I rise in tribute to the 
Reverend Raymond Baumhart, who 
celebrated his lOth anniversary last 
summer as president of Chicago's Loyola 
University, and who will be honored here 
in Washington this weekend at the 
Loyola alumni dinner. 

A native Chicagoan, Father Baumhart 
was ordained a priest in the Society of 
Jesus in 1957. Since his ordination, he 
has enjoyed a career in academic life of 
extraordinary achievement and service 
to his church, his community, and 
countless numbers of students. 

He was the first priest ever to receive 
a doctoral degree in business adminis
tration from Harvard University and, 
over the years, he has combined his 
business expertise with his pastoral skills 
in unique and productive ways. He has 
written extensively on business ethics; 
he serves on the board of directors of the 
Jewel Companies and Continental Illi
nois Bank; he has served on the Council 
of Better Business Bureaus. 

Most Chicagoans, however, know him 
as the leader of one of our outstanding 
educational institutions. During this 
first decade of his presidency, Father 
Baumhart has steered Loyola University 
through a period of significant physical 
growth, a major reorganization and up
grading of its administrative capabili
ties, and an expansion of academic 
coursework that all have strengthened 
the university's position as a major 
Jesuit education institution and national 
center for medical research. 

A recent Loyola publication indicates 
that Father Baumhart has led Loyola to 
these accomplishments while consist
ently operating with a balanced budget 
in the face of staggering inflation rates 
and unending economic pressures. From 
my own personal experience as a trustee 
of another great Chicago institution, the 
University of Chicago, I can testify to 
the extraordinary skills required to bring 
about such an achievement. 

The real measure of an educator, how
ever, is felt in the quality of his students 
and the mark they make in the world. In 

this respect, Father Baumhart once 
again has every reason to be proud. 
Loyola graduates have entered all walks 
of life strengthened and inspired by the 
example he has set. In Father Baum
hart's own words: 

Loyola's constant aim is to present society 
with competent men and women who are 
intellectually aware, whose lives express the 
values which they embrace, and who spend 
themselves in service to their fellow man. 

There is no question that Loyola's 
"constant aim" has been met under his 
very able and distinguished leadership. 

CONFERENCE OF LEAGUE FOR THE 
ADVANCEMENT OF STATES EQUAL 
RIGHTS 
Mr. HATCH. Mr. President, our recent 

history has seen an increase in sectional 
conflicts unparalleled since the Civil War 
years. Some of these pressures are politi
cal, as population shifts West and South. 
Some of them are economic, as energy 
consuming States attempt to protect 
themselves against what they see as 
unfair competition from energy-produc
ing States. Still others result from the 
disparity in land ownership between East 
and West. It remains a little-known fact, 
in the East, at least, that the vast ma
jority of the land of the 17 Western 
States is not privately owned, but is held 
in Federal ownership. 

The result of this disparity is often 
antagonism, as land uses are dictated by 
policies adopted in Washington, often by 
those with little familiarity with Western 
problems, always by those .influenced by 
a citizenry that visits our Western won
derlands, but does not live there perma
nently. Western miners, ranchers, 
sportsmen, and water users come to feel 
that their interests are subsidiary to 
those for whom our land is a playground, 
not a workplace. 

One manifestation of these sectional 
conflicts is the sagebrush rebellion. Un
fortunately, the rebellion is not clearly 
understood, in either the East or the 
West. That is at least partly because 
the rebellion is not a single thing, but 
a political-emotional response to a sit
uation, with different meanings for dif
ferent people and groups. 

In an effort to explore and better de
fine the rebellion, the League for the Ad
vancement of State Equal Rights held a 
conference in Salt Lake City, Utah, 
which I had the opportunity to attend. 
The conference lasted several days, and 
offered to all interested parties and 
groups an opportunity to meet, to discuss 
and define the issues on which all can 
agree and on which none can agree. I 
found the conference most fruitful, and 
at such time as the proceedings are pub
lished, which I hope will be soon, I hope 
all Senators will take the time to read 
them, in an effort to gain insight into 
what is happening in the West. 

Mr. President, the Salt Lake City radio 
station KLUB broadcast three editorials, 
commenting on the LASER conference, 
and on the issue of the sagebrush rebel
lion. I found their comments insightful 
and informative. In particular, KLUB 
seems to have a sense of the importance 
of the issue, and of the folly of trying to 
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ignore it. As they noted in the second 
of these three editorials, neither the 
governor of litah nor tne I< ea.eral lana 
managers attended the conference, and 
their absence marred what was otherwise 
a tremendously product~ve exchange of 
views. To quote KLUB directly, "there is 
little to be gained by ignoring the sage
brush rebellion." That is also true for us. 
I urge all Senators to consider these 
thoughtful editorials, and to that end 
I ask unanimous consent that they be 
printed at this point in the RECORD. 

There being no obJection, the edi
torials were ordered to be printed in the 
RECORD, as follOWS: 
PUBLIC AFFAIRS BROADCAST DECEMBER 8, 1980 

SAGEBRUSH REBELLION-I 
Recently t;he League for the Advancement 

of States Equal Right s, better known as 
LASER, held a conieren(;e here in Salt Lake 
City to explore the issues surrounding the 
so-called ··sagebrush Rebellion." The con
ference attracted four Senators, at least ten 
Congressmen, and some State legislat ors 
from virtually every county in the West. 

It was immediately obvious there is little 
unity among its supporters as to exactly 
what the "Sagebrush Rebellion" is. As we 
see it, there are at least four groups. There 
are the radicals, who want private ownership 
of all public lands. There are those who 
simply want to see more local control over 
the land, and who therefore support transfer 
of title over at least some federal land to 
the States. There are the environmentalists, 
who pretty much like the way land control 
has been going for the last few years. And 
there are the economists, who would apply 
market tests to both wilderness withdrawal 
ana grazing rights. 

In addition to these fairly well-defined 
groups, there is the rest of us: confused 
about the issue, but aware of its importance, 
and seeking additional information. In that 
respect •. the LASER conference was most wel
come. It provided a real opportunity for all 
the parties to talk to each other, and to us. 
Whether or not the "Sagebrush Rebellion" is 
going anywhere, it is essential that we all 
understand where different groups want to 
take it. Tomorrow we will look at another 
important phase of the conference. 

PUBLIC AFFAIRS BROADCAST DECEMBER 9, 1980 
SAGEBRUSH REBELLION-I! 

Yest erday we spoke about the Sagebrush 
Rebell1on, and the contribution of t:he recent 
oonference in Salt Lake City towards a 
great er underst anding of it. That contribu
tion was not as complete as it might have 
been, however, because of the failure of two 
of the interested parties to partfcipate. We 
can best identify those parties by asking two 
quest ions: 

First, Where was the governor? It seems 
to us the state of Utah has real interest 
in the Sagebrush Rebell1on, and an obliga
tion t o watch it-to be involved in its formu
lation. Nothing is to be gained. as we see it, 
by boycotting meetings and discussions on 
the future of land mana: ement in the West. 
The environmentalists attended t he confer
ence, and made treir contribution to the 
debate. But Utah was not represented as a 
state. 

Second, Where were the Feds? We under
stand that officials in the federal land man
agement agencies were explicit ly instructed 
to stay away from the LASER conference. 
That is a short-sighted and counter-produc
tive att itude. Certainly it is not pleas!l.nt to 
subJect yourself to stringent criticism, and 
there was cert ainly stringent criticism of t he 
feds at the conference. At the same time, 
some of the criticism was 111-foun~ed, and 
could have been tempered or countered by 

the presence of knowledgeable officials of 
the Forest Service or Bureau of Land Man
agement. 

There is little to be gained by ignoring the 
Sagebrush Rebellion. We urge the governor 
and federal agents to accept their responsi
bilit ies, and participate in the debate. To
morrow we will discuss the meaning of the 
rebellion. 

PUBLIC AFFAmS BROADCAST DECEMBER 10, 1980 
SAGEBRU.SH REBELLION-II! 

For the past two days we have discussed 
certain aspects of the Sagebrush Rebellion 
ln connection with the recent conference 
held in Salt Lake City. Today we would like 
to comment on what it all means. 

It means, we think, that there are enor
mous sectional confiicts building in the 
United States. A majority of Alaskans re
cently voted to reconsider Statehood. All 
over the West, states are asserting a claim 
to land held by the Federal government. 
Producer states fight consumer states in 
Congress over energy regulations. And recent 
maps of presidential electoral results show 
the South and West dominant, with that 
dominance to increase after the upcoming 
re-apportionment. 

These pressures might all be manageable 
in good times, but these are not good times. 
The economy is faltering. Individuals ques
tion the worth of what they do. Ethnic and 
linguistic differences are courted and ac
centuated by politicians. The potential is 
there for serious conflict, even for violence, 
over control of land and resources. 

In that respect, we think the LASER con
ference made a real contribution. If our 
countrymen back East start listening to what 
is said at conferences like this one, and, in 
referenda, like the Alaskan one, we have a 
better chance of accommodating the various 
interests, and avoiding real dissension. We 
repeat what we said yesterday about the im
portance of these issues. They will not go 
away, and it is essential for all of us, and 
our elected officials, to join the debate be
fore it grows into a schism that could con
sume us all. 

LET'S HEAR IT FOR THE ELECTORAL 
COLLEGE 

Mr. HATCH. Mr. President, once again, 
despite the usual dire predictions, our 
Nation's electoral system worked this 
past year to effect the efficient transfer of 
Presidential authority. Although this 
fact is not likely to be persuasive to 
those whose conception of Democratic 
rule is a purely arithmetical one, I do 
think that it is occasionally worth men
tioning that our much-maligned system 
has again performed its constitutional 
task admirably. 

Most visible of the strengths exhibited 
this election by the electoral college was 
its contribution toward the preservation 
of a strong two-party system, and 
the prevention of large numbers of elec
torally potent splinter parties. The Inde
pendent candidacy of Representative 
John Anderson lost much of its momen
tum, as had the candidacy of Governor 
George Wallace 12 years earlier, as voters 
increasingly came to perceive votes for 
his candidacy as being wasted votes. 
Under a system of direct election, third 
and fourth and fifth party candidates 
would be provided incentives since each 
vote cast for such candidacies would 
make it more difficult for any major 
party candidate to receive sufficient votes 
to avoid a Presidential election runoff. 

One of the major achievements of this 
past Congress, in my opinion, was the 
decisive rejection of the proposal to 
amend the Constitution to provide for 
direct election of the President and Vice 
President. At thls point in the RECORD, 
I ask unanimous consent to insert a short 
article by an individual whose testimony 
on this matter contributed significantly 
to this result. Prof. Walter Berns, the 
author of the following item originally 
appearing in the Wall Street Journal, 
is currently a resident scholar at the 
American Enterprise Institute. 

There being no objection, the article 
was ordered to be printed in the REcORD, 
as follows: 
[From the Wall Street Journal, Jan. 8, 1981) 

LET'S HEAR IT FOR THE ELECTORAL COLLEGE 
(By Walter Berns) 

Where the Electoral College is concerned, 
nothing fails to succeed like success. Once 
again it produced in 1980 a clear and im
mediately known wmner; once again it gave 
us a constitutionally legitimate President. 
Once again it served to discourage third
party candidates, thus strengthening the 
.two-party system which has served this 
country so well. And once again, in succeed
ing rather than failing, it failed to sUence 
ita critics. 

The Washington Post didn't even wait for 
the votes to be counted before remounting 
its familiar a~sault on our method of choos
ing a President. In its November 5, "Morn
ing-After" lead editorial, the Post again com
plained of an "absurdly dangerous" method 
of presidential selection, of the possibility 
that "runaway electors exercising their con
stitutionally given free choice (might] 
plunge the nation into political chaos," of 
a "relic" that will sooner or later "self
destruct," and of a " bomb waiting for the 
right circumstances to go off." (And all this 
when the only sound some of us heard was 
the popping of Republican champagne 
corks!) 

As usual, these written complaints were 
accompanied by variations of that humorous 
Herblock cartoon, two since the election
the umpteenth one in the series-showing 
the Electoral College as the white-haired 
old man with the ear trumpet saying, as 
he strains to hear the results , 'Don't expect 
me to get this right, bub," or words to that 
effec~. 

BIASED ELECTORAL COLLEGE 
As in the past, the old man did get it 

right in 1980, but by doing so may only 
have added to the complaints that we can 
expect to hear in the future: The Electoral 
College is, so the critics will say, biased in 
favor of one of the two major parties. Worse 
(but this sotto voce), it now has a built-in 
bias in favor of candidates of the Republi
can Party. 

Tom Wicker sounded this alarm in his 
New York Times column of November 28, 
and repeated it on December 19. "Earlier 
this year," he wrote on the 28th, "the Elec
toral College came under its quadrennial 
scrutiny because John Anderson's independ
ent campaign threatened to deny any candi
date an electoral majority and throw the 
decision into the House of Representatives. 
That didn't happen, but the election pro
duced other reasons-particularly for the 
Democrats-to take a hard look at this po
litical anachronism." 

Whereas it used to be said that the sys
tem favored the Democrats, who could be 
exoected t o win the populous Eastern states 
wit h their large blocs of electoral votes, a 
"hard look" at the new political geography 
shows 17 Western states, typically under
populated, typically Republican, and each 
casting, among its electoral votes, two votes 
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that represent nothing more than the fact 
that it is a state. These two "extra" votes 
may be constitutional, but, say the critics, it 
is not democratic; Presidents, like the leg
islators in the Supreme Court 's reapportion
ment decisions, should "represent people, 
not trees or acres." To represent people, 
Presidents must be elected directly by the 
people. 

Why has the Constitution not been 
amended to permit direct popular election, 
or, as t he Post asked the question, why does 
the nation continue to tolerate the Electoral 
College? Because, in fact, "there is no na
tional consensus on what should replace it." 
True enough; but there is also no consensus 
that it should be replaced. As some of us 
have made a career of telling what used to 
be Birch Bayh's Subcommittee on the Con
stitution, there are good reasons why Presi
dents should not be chosen by direct popu
lar vote. 

The framers of the Constitution knew this 
and we ought to know it. They knew that 
we were-and we still are-a nation of mi
norities; they knew that we were-and we 
still are-a union of states with diverse in
terests (with different kinds of trees and 
acres, if you will). And they knew-and we 
have reason to know-that a President 
chosen by a simple numerical maJority of 
the people might neglect the legitimate in
terests of those minorities and states. 

"If the majority be united by a common 
interest," said Madison in Federalist 51, "the 
rights of the minority will be insecure." 
The American il.iea of democracy cannot; be 
expresaed in the simple but insidious for
mula, the greatest good for the greatest 
numoer. What the greatest number regards 
as its greatest good might very well pro ve to 
be a curse to those who are excluded from it. 
The American idea, which is expressed in 
the Declaration of Independence and em
bodied in various provisions of the Consti
tution, is that government is instituted to 
secure the rights of all. It was the considered 
judgment of the framers that a system of 
indirect rather than direct popular elections 
would be likely to produce Presiden ~s po
litically free t o do their constitutional duty, 
which was and is t o secure the rights of all . 

Admittedly, the Electoral Colle5 e does not 
work exactly as the framers in ~ended, but, in 
combination with our party system and the 
winner-take-all practice instituted by the 
laws of every state except Maine, it has 
worked in a manner approximating the in
tent ion. In practice, the electors are not in
depenuent, but neither are they simply de
penuent on the peopie at 1arge. 

Since t he days of Martin Van Buren, the 
inventor of the modern party system, elec
tors have been instructed by the political 
parties which, despite the proliferation of 
presidential primaries, continue to screen 
the candidates and, to that extent, to nar
row the range of choice available to the 
voters. What is significant here is that, un
like the typical voter, who must depend on 
impressions gained from the press, party 
leaders are likely to have first-hand knowl
edge of the strengths and weaknesses of the 
candidates; furthermore, they will be more 
likely to take account of the variety of in
terests within the country. 

In fact , they will be required to do so: 
Because of the Electoral College, popular 
votes are counted (or aggregated) not at 
the national level (where a minority inter
est is likely to be iess visible) but at the 
state level, where the vote of any particu
lar minority looms larger. So long as a mi
nority is not distributed evenly throughout 
the country, but is concentrated in particu
lar states, it is in its interest to oppose di
rect popular elections; most civil rights 
leaders have understood this. Is there, then, 
not something to be said for an electoral 
system that threatens to penalize a party 

and its candidate for failing to respect the 
rights of respectable minorities? 

A THREATENING SYSTEM 

Of course, it is possible that some mi
nority might be over-represented, just as it 
is possible that (because each state, re
gardless of its population, has at least 
three electoral votes) some states might be 
over-represented. But the critics have not 
been able to demonstrate that this has hap
pened. What is demonstrable is that the 
presidential candidates have had to pay at
tention to the rights of minorities and the 
interests of states (with their peculiar trees 
and acres): Only twice in the 20th Century 
(the elections of 1960 and 1976) has the can
didate with an electoral majority failed to 
win a majority of the states. Is there not 
something to be said for a system that 
threatens to penalize sectional candidates? 

These arguments are not likely to con
vince the critics who think that political :e
gitimacy can be conferred only by simple 
popular majorities and would design their 
electoral systems accordingly. To the ex
tent that they live in the Northeast, how
ever, which is suffering a relative loss of 
population and a real loss of representation 
in the House of Representatives, they might 
be moved by an appeal to their political in
terests narrowly defined. 

Mr. Wicker, for example, acknowledges 
that the electoral power of the "Republi
can" Sun Belt will increase as its popula
tion increases. The time might come when 
"Democratic" Rhode Island, Connecticut, 
and-who knows?--even New York with its 
peculiar trees and acres might need those 
two "extra" electoral votes. At that time 
he might be more inclined to appreciate 
that a President has the constitutional duty 
to represent everyone: those who vote for 
him, those who vote against him and even 
those who do not bother to vote. 

CRIPPLING PACE 
Mr. HATCH. Mr. President, the prin

ciple of "affirmative action" has once 
again reared its extremely ugly head in 
the area of Federal Government hiring. 
In the waning days of the Carter ad
ministration, it reached agreement with 
a number of "public interest" groups on 
a consent decree that would insure that 
minority groups, such as blacks and his
panics, were hired by the Government in 
precise proportions to the group's repre
sentation in the population as a whole. 
In achieving this end, the Government 
would scrap its present PACE <profes
sional and administrative career ex
amination) examination, the entry ex
amination for Federal Government pro
fessional employees. The Government 
would be required to experiment with 
new tests until one were discovered that 
would insure that equal proportions of 
racial and ethnic groups were hired. 
Whether or not such a test then had 
much to do with identifying Federal job 
performance would apparently be a sec
ondary matter. 

At this point in the RECORD, I ask 
unanimous consent to insert an excel
lent editorial on this subject from Bar
ron's, as well as several editorials ap
pearing in other newspapers. The Bar
ron's editorial by Mr. Peter Brimelow is 
an outstanding summary· of the back
ground events leading to the PACE con
troversy. 

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

[From the Barron's, Jan. 19, 1981] 
CRIPPLING PACE--IN GETTING A GOVERNMENT 

JOB, RACE OUTSCORES MERIT 

(By Peter Brimelow) 
This week in Washington, the incoming 

Republicans finally get to pry the grasp of 
the Carter Administration from the helm of 
the ship of state. :..n key reapects, they are 
going to find it lashed to its present course . 
ln fact, it is growing increasingly clear that 
the Democrats have been lashing away fran
tically ever since Nov. 4, while their succes
sors have been strutting about inspecting 
their new quarters and preening at their 
refiections in the chronometer. 

In this frenzy of suit-filing, regulation
issuing and general statist activity, one 
episode stands out. Ten days ago, Associate 
Attorney General John H. Shenefield, on the 
Administration's behalf, signed a consent de
cree designed to settle an affirmative action 
suit charging racial discrimination against 
the federal government's own Office of Per
sonnel Management. Under the terms of the 
agreement, which Reagan transition officials 
vainly sought to delay until they took office, 
the federal government is committed to 
abolish the Professional and Administrative 
Career Examination (PACE). PACE will be 
replaced with some method of assessment 
aimed at ensuring that the numbers of His
panics and blacks getting jobs is roughly 
proportionate to those applying: in other 
words, a quota. 

PACE is the most impqrtant government 
service exam. It deterinines who should enter 
federal employment at the GS5-GS7 level, 
which currently commands $12,266 to $17,776 
a year. These include responsible positions 
like custozns inspectors, immigration and 
revenue officers and the like. They form the 
backbone of the public service. PACE itself 
dates only from 1975, when it was introduced 
in lieu of the old Civil Service Exam, with 
the specific purpose of seeing to it that more 
minorities qualified for jobs. However, in 
1979, while 42 percent of whites taking PACE 
obtained a passing grade of 70 percent or 
more, only 13 percent of Hispanics did so, 
and a mere 5 percent of blacks. A score of 
over 90 is usually needed to secure a post : 
t his was achieved by 8.5 percent of the 
whites, 1.5 percent of the Hispanics, and 0.3 
percent of the blacks. To the NAACP Legal 
Fund and the Lawyers' Committee for Civil 
Rights, such results could only mean that 
the test itself was biased. Accordingly, 
in January 1979, they sued the government 
on behalf of a group of blacks and Hispanics 
who had failed to pass the previous April. 

It would be pointless here to review the 
various arguments which can be made in 
defense of PACE. The idea, for example, that 
it represented a conscious conspiracy to dis
criminate against blacks and Hispanics is 
obviously absurd. Whatever alse may be said 
about U.S. bureaucrats as a species, they can 
scarcely be accused of being anti-minority. 
They would choke on their Kennedy buttons 
at the very thought. Yet this is what the 
consent decree implicitly concedes. Similarly, 
in normal circumstances, the fact that many 
studies have shown PACE to be an accurate 
indicator of future job performance would 
be crucial. It requires a doctrinaire mindset 
to believe that a test could work so well for 
the majority, and yet with minorities still 
yield the by-no-means-marginal discrepan
cies that are at issue here. 

But the point is that circumstances are 
not normal. In this country today, arith
metic is destiny. A system of racial (and 
sexual) quotas has been fastened on the 
American people with the speed and cunning 
of a policeman handcuffing a drowsy drunk. 
For as many American institutions as the 
Federal government can reach, neither the 
absence of intent to discriminate nor the 
efficacy of methods like aptitude testing in 
helping them pursue their own affairs offers 
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protection. If they are adjudged to be em
ploying the wrong numbers of women and 
certain favored minority groups (the "pro
tected classes"-Chinese, for example, but 
not Armenians), the full weight of the 
bureaucracy descends, and a legal and ad
ministrative ordeal begins in which the ac
cused is viewed as guilty until proved other
wise. All of this has come about with as
tonishing ra..pidity in the 12 years since the 
Nixon Administration first conceded the 
principle of quotas, to its eternal shame, in 
its Philadelphia Plan settlement of racial 
disputes within the construction industry. 
Associate Attorney General Shenefield's ac
tion in the PACE case is merely the latest, 
though not the least offensive, step. 

Those 12 years have seen race relations in 
America become a sort of socialist Enterprise 
Zone. Politics are squarely in command, and 
all sorts of absurd authoritarian nostrums 
are swallowed unquestioningly. There is no 
need here to point out what an aberration 
this is in American history. Nor is there need 
to mustrate at length how disastrous quotas 
are in practice and principle alike. As it hap
pens, 1llustrat1ng this disaster is an area of 
academic endeavor virtually dominated by 
Professor Thomas Sowell, the acerbic black 
economist who teaches at UCLA. Sowell re
peatedly has emphasized the fallacy of as
suming, in the face of all American experi
ence, that in the absence of discrimination, 
all social groups wm distribute themselves 
across the universe of opoortunities in the 
same way. More complex forces are at work. 

However, sociology is unnecessary. The 
kind of race-conscious quotas envisaged in 
the PACE consent decree and all other af
firmative action programs are quite simply 
illegal. They are contrary to the letter of the 
1964 Civil Rights Act, its spirit as carefully 
established by scrupulous colloquy on the 
floor of the Senate at the time of its passage, 
and substantial subsequent precedent. And 
we have the testimony of Sen. Daniel P. Moy
nihan (D., N.Y.), writing in the December 
1980 issue of Harper's Magazine, that classi
fication by race was not what was meant 
when, as Assistant Secretary of Labor in the 
Administration of Lyndon Johnson, he 
helped draft the imolementing Executive Or
der on Equal Employment Opportunity. 
"This was just the sort of thing we assumed 
we were working against." 

The incredible truth is that the federal 
bureaucracy has literally turned the 1964 
Civil Rights Act inside out. What forbade 
race-conscious action by the government-
except for strictly defined remedial pur
poses-is now interpreted as mandating it, in 
favor of the "protected classes," even where 
no discrimination ever existed. The bureauc
racy has been able to do this partly because 
it won the endorsement of minority group 
leaders who switched so smoothly from urg
ing no discrimination prior to 1964, to dis
crimination 1n favor of their constituencies 
afterward, that nobody noticed the funda
mental shl!t in their position. 

But the ultimate reason that quotas have 
continued to spread is the U.S. Supreme 
Court. That tribunal avoided confronting the 
conflict between the affirmative actors' am
bition and the manifest intention of the 1964 
Act as long as it could. The first such case, 
Defunis v. Odegaard, was declared moot on a. 
technicality in 1974. Four years later, the 
Court split badly in Regents of the Univer
sity of California v. Bakke, declaring rigid, 
numerical quotas illegal, but suggesting that 
federally aided institutions could take some 
"notice" of race. This contradiction was re
solved in 1979, when the liberal majority in 
the Court took a deep breath and said (in 
Steelworkers v. Weber) that discrimination 
in the form of "voluntary" quotas against 
whites was acceptable after all. 

Unlike the Civil Rights rullngs of the 
Warren era, the Court split on Weber. In a 

dissent of unparalleled bitterness, Justice 
Rehnqulst condemned the majority's opinion 
as Orwellian in its attitude to truth. Last 
year, again over strong protests, the Court 
majority, in Fullilove v. Klutznick, ruled that 
Congrec:s could "set aside" portions of fed
eral public works funding exclusively for mi
nority contractors, despite the Equal Protec
tion guarantee of the Fourteenth Amend
ment. 

All of which proves that Supreme Court 
justices are human. Whatever they decided 
on Affirmative Action would be revolutionary. 
Either quotas would continue to spread in 
what had previously been a free society, or 
the fast-growing new class of affirmative ac
tion administrators and beneficiaries would 
be suddenly cut off at the knees. Momentum 
(and the justices' friends) lined up with the 
latter. However, it remains an unedifying 
episode. And the justices recognize it in the 
desperation with which they avoid directly 
admitting what they have done. Quotas are 
acceptable if not "rigid," 1! "voluntary," if 
"remedial," none of them logically tenable 
distinctions, an invitations to further 
litigation. 

There is a tendency in the business world 
to view affirmative action as merely an irri
tating tax, part of the tribute to be rendered 
unto Caesar. Even apart from its costs in 
terms of added inefficiency, and its addition 
to the "regulatory burden" (see Barron's, 
Dec. 15, 1980), this is a fundamental mistake. 
The cast of mind that wants to know what 
color your employes are is inherently totali
tarian, and will not rest until all aspects of 
society are under state control. Moreover, 
quotas are a zero-sum game, and the white 
majority-particularly the white male
loses. 

The PACE case w1II provide an early test of 
the Reagan Administration. Attorney Gen
eral Wil1lam French Smith is a socially prom
inent lawyer who unfortunately was asso
ciated with the University of California when 
it operated the quota system attacked by 
Bakke. It seems unlikely that he would want 
to rock the boJ.t by attacking quotas, even if 
there are reefs on the horizon. Nevertheless, 
he should immediately tell U.S. District 
Court Judge Joyce H. Green, who has taken 
the PACE consent decree under advisement, 
that the deal is off. Public opinion polls have 
repeatedly shown majorities of blacks, as well 
as whites, opposed to quotas. Smith can af
ford the risk that some Bohemian Grove 
waiter will spit in his soup. 

Now that the Supreme Court has held that 
the 14th Amendment is no barrier to racial 
preference, the principle of Equal Protection 
may have to be shored up with another Con
stitutional Amendment if the country is not 
to dissolve into factions squabbling over the 
spoils. The Chairman of the Senate Judiciary 
Committee's Constitution subcommittee, 
Sen. Orrin G. Hatch (for whom the writer, 
until joining Barron's, served as economic 
counsel) , plans shortly to hold hearings on 
the issue. 

Under the current statute, there Is no room 
for compromise on the issue of quotas. They 
are incompatible with the 1964 Civil Rights 
Act. They must be abolished. Some say that 
the power to discriminate racially (for ex
ample, in hiring social service workers for 
inner cities) would add a fiexibil1ty helpful 
to ethnic accommodation. Perhaps so-but 
the fault lies with the 1934 Act, and the so
lution must be amendment, not selective en
forcement. The utlimate question raised by 
affirmative action is not one of race relations. 
It is whether this is a government under law. 

[From the Wall Street Journal, Dec. 16, 1980] 
RETURN OF THE SPOILSMEN? 

Remember the good old days of the spoils 
system, when most federal jobs were handed 
out by the winning politicians? Thanks to 
whatever was the 1883 equivalent of Com-

mon Cause, we have come a long way from 
that, to the point where some 90 percent of 
federal toilers are part of the civil service 
system. The spoils system aided party and 
government discipline but the civil service 
system is cleaner and fairer, most people 
seem to believe. 

Now, however , with the ascendancy of 
affirmative action, we are hearing of a new 
philosophy which has the merits of neither. 
It calls for applying racial quotas to govern
ment jobs in pretty much the same way the 
government has applied racial quotas to in
dustry hiring. It's tearing apart those poor 
social reformers who have embraced "merit" 
hiring for federal workers and affirmative 
action for everyone else. 

All this has come to a head in a dispute 
over the Professional and Administrative 
Career Examination (PACE), which replaced 
the Civil Service exam in 1975 for higher 
level workers, such as customs agents , claims 
adjusters and the like, earning $12,000 to 
$17,000. PACE was intended to give minority 
workers a better shot at these jobs. But the 
NAACP legal fund and the Lawyers' Com
mittee for Civil Rights filed a suit in Wash
ington saying PACE also was discriminatory. 
'Ihe case is not scheduled for trial until next 
June, but word recently leaked out that 
another of the Carter administration's 
famous consent agreements might be in the 
works to establish a quota precedent before 
the Carterites depart Washington. In es
sence, the government would agree to hire 
pe::sonnel in rough proportion to the ethnic 
and racial mix of the candidates who took 
the PACE exam, regardless of the relative 
score. 

Raw statistics show a gross imbalance in 
test performance between whites and minori
ties. Se;renty is considered a "passing" grade 
on the exam, but because of the keen compe
tition, a score in the 90s is generally needed 
to land a good federal job. 

Data from 1978 show that of white test
takers, 42 .1 percent achieved scores of 70 or 
above and 8.5 percent were in the 90s. By 
contrast, 5 percent of blacks got scores of 70 
o:: above, and only 0.3 percent were in the top 
bracket. Hispanics fared somewhat better, 
with 12.9 percent in the 70-or-above range 
and 1.5 percent on the top rung. 

In an effort to prove the test's "validity," 
costly follow-up studies were conducted in a 
half-dozen of the 118 job categories con
nected with the exam. The studies showed 
a strong correlation between performance 
on the test and on the job. Of course, the 
studies did not gauge the performance of 
those who failed to get jobs, the plaintiffs 
point out. 

Intra-government battling has erupted 
over the threat to alter the PACE exam. 
Agencies such as the Internal Revenue Serv
ice like the exam because it turns out good 
"numbers crunchers." But some social serv
ice agencies claim the exam does not provide 
enough minority candidates for work in, say. 
central cities. In fact, the Social Security 
Administration now uses a different test 
geared to its specific needs. 

Justice and OPM officials deny they are 
seeking a last-gasp consent decree precedent 
but admit that staff recommendations are 
"on the desk" of Associate Attorney General 
John H. Shenefield. Not unexpectedly, the 
Reagan transitioners are not happy about 
being locked into such a deal. 

Several thoughts occur. When there are 
200,000 81pplica.nts for 5,000 federal openings 
a year, comparative pay and benefits obvi
ously are too high. The competition problem 
and the federal budget would be aided by 
bringing them in line with industry. 

Lest anyone be depressed by the minority 
showings on the PACE tests, it should be 
noted that they do not reflect the true qual
ity of the minority labor force. Because there 
is affirmative action in ind,ustry and not in 
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government, industry is snatchlllg many of 
the best qualified minority workers before 
they consider government work. 

Finally, whatever the merits of the ca.se, 
we doubt that the Constitution intends the 
Executive Branch to pass laws through con
sent agreements. If there is any such plan 
afoot, we hope it fails. 

[From the Washington Post, Dec. 11, 1980] 
DoN'T RIG THE TEsT 

There is something that goes profoundly 
against the grain about the notion of fid
dling with a suppoaedly objective test until 
it passes the "right" people. This would be 
the effect of the consent decree that govern
ment attorneys are hurrying to negotiate 
with a group of black and Hispanic com
plainants who charge that PACE (Profes
sional and Administrative Career Examina
tion), the entry exam for professional 
positions in the federal government, dis
criminates against minorities. The agreement 
would not simply require that any racially 
or ethnically based or non-job-related ques
tions be eliminated-an obviously reasonable 
requirement. It would go much further than 
this to require that the government experi
ment with new tests for each job type until 
one is found that guarantees that roughly 
the same proportion of blacks, whites and 
Hispanics pass the test as decide to take it 
(never mind whether the test then measures 
anything to do with job performance) . This 
would continue until blacks and Hispanics 
constitute 20 percent of the work force in 
the 118 job categories covered by t he exam. 

The exam in question was in fact devel
oped and introduced in 1975 with the specific 
purpose of meeting legal challenges to other 
employer-used tests. Agencies have been rel
atively happy with the quality of the people 
they have gotten by way of the exam, al
though some have complained that they can
not find enough minority candida.tes among 
test-passers. Only 5 percent of blacks and 
13 percent of Hispanics taking the exam 
pass (compared Wit h 42 percent of whites), 
and very few of these have scored in the 
range from which most of those who p~s are 
hired. 

Government lawyers are eager to settle the 
case because they think it is not worth the 
time and money to try to establish and de
fend the usefulness of the exam for 188 job 
categories and that, even if this were done 
an existing internal government regulation' 
could require them to abandon it in favor of 
other procedures that would produce a more 
racially and ethnically balanced group of 
passers. They also point to t he fact that the 
exam is now used to recruit less than 30 per
cent of the employees hired, because agen
cies now re!y more on "upward mobllity" 
promotions from lower-level federal jobs to 
fill these jobs Without a test. So they a.re 
ready to yield. 

We think this would be wrong. If it 1s 
agreed that it is good to have a federal 
work force that is more or less representative 
of major groups in our society, there are a lot 
of other ways to achieve this-ways that 11ot 
only are more likely to give us the better 
quality, more efficient bureaucracy we need in 
this complicated and money-tight day and 
age, but are much less demeaning to all in
volved. You can, for example, do as the 
Social Security Administration has done
give up the idea of a broad-based qualifying 
test for advancement through the whole 
range of federal jobs and use instead a 
special selection procedure geared to cs.ch 
occupa.tion-customs inspector, tax collect or 
and so on. And you can develop compensat0ry 
education programs to make sure that every
one has a fair chance to qualify, and set u 
outreach procedures so that all qualified an~ 
possibly interested persons are given a chance 
to compete. 

But if you want or need a government 
service co.znposed of peroons chosen on the 
basis of a test, you s.nould not rig the test 
to produce a certain result or otherwise cynl
ca~Uy tinker With the qualifying process. 

TIME TO END THE SOVIET GRAIN 
DRAIN 

Mr. GRASSLEY. Mr. President, I think 
we have had ample time to realize that 
the Soviet grain embargo is not working. 
It was reimposed ·by the previous admin
istration. It is my understanding that 
the new President, President Reagan, 
and the cabinet are now considering the 
lifting of that grain embargo. 

I urge that that grain embargo be 
lifted not only for the reason of the 
President's commitment to the farmers 
of America during the last election but, 
more importantiy, because that gram 
embargo is not working. 

Mr. President, there is growing re
sentment among Amencan farmers, wno 
have too often been sacrificed to com
pensate for bungled leadership in Wash
ington. This week the Cabinet will con
sider the pros and cons of lifting the 
Soviet grain embargo, as pledged during 
the 1960 campaigns. I urge President 
Reagan and his Cabinet to deliver on 
that pledge, for reasons outlined in the 
following article I have written for the 
Cherokee Daily Times of Cherokee, Iowa: 

TIME TO END THE SOVIET GRAIN DRAIN 

America's year-long grain drain on the So
viet Union has so tar failed to seriously dis
rupt the Soviet diet, but has certainly left 
a oltter taste in the mouths of American 
farmers . 

Reports trickling out of Moscow at Christ
mas indicated Russian consumers were am
ply supplied with holiday loaves, and were 
munchtng away on their oelo ~ ed black bread. 
Mus:::ovite bakeries were kept in business by 
Australian, Canadian, European and Argen
tine farmers, who eagerly snatched up abort
ed U.S. grain sales to the Soviets. 

American farmers are the ones who have 
reaped a bitter harvest from an ill-designed 
marriage of farm and foreign policy, which 
now ofl'ers one more reason for .by-passing 
economic warfare in the future . As history 
proves, e :::onomic sanctions rarely succeed in 
coercing other nations to cave in to outside 
political demands. 

Even small, lan!:ilocked, politically ostra
cized Rhodesia withstood the British-Ameri
can trade boycott of its controversial regime. 
In fact, the embattled minority government 
somehow managed to increase its rroductiv
ity until overwhelmed by internal guerrllla 
warfare-not by external economic pressure. 
Only when the targeted nation or population 
group can be physically isolated from alter
native sources of goods and services, as 
through a blockade or severance of transpor
tation lines, do such tactics produce signifi
cant political gains. 

However, some embargo enthusiasts point 
to Iran as proof of the effectiveness of eco
nomic sanctions. such as the freezing of Ira
nian dollars in U.S. banks, and the American 
ban of grain sales to Russia. As this argument 
goes, lt was !ran's desperation to regain 
multi-billions of dollars frozen in U.S. banks 
that finally unshackled the U.S. hostages. 

But Iran's "hostage" dollars cannot be 
viewed in isolation from other factors . The 
rranians face an e'!onomy reduced to sham
bles, they're riddled by internal strife and an
archy, they're debilitat ed bv their war with 
Iraq, and they were confronted with an in
coming U.S. Administration unlikely to treat 

them gently. With that scenario, it's unrea.l
isGic to claim that external economic pressure 
was the overwhelming factor which forced 
an end to criminal detention of U.S. d.Lplo
mats. Without oeing compounded .by such 
complex socio-political ana. economic pres
sures, the grain embargo against Russia is 
like aillliru? a oea shooter at an elephant. 

Pragmatism alone demands an immediate 
end to the Soviet grain embargo. Such tac
tics may appear tough, and lllay stimulate 
patriotic fervor at home, but in reality are 
mostly cosmetic and rarely effective in re
solving international power struggles. 

In fact, the embargo has been somewhat 
masochistic, delivering a self-infilcted wound 
to o..u" o ... n economy . .tUUeri.::.an farmers were 
already facing depression conditions in early 
1980, when their own government impul
sively se vered them from a major market. 
Adding insUlt to injury, the Carter Admin
istration failed to coordinate the embargo 
with allles, who promptly pulled an economic 
coup by moving in on a major market for 
U'.S. grain. 

Tragically the Soviet embargo defieoted at
tention from a prime factor behind the So
viet cannibalization of Afghanistan, which 
was America's own incoherent, inconsistent, 
weak-willed foreign policy. For years the 
U.S. has pursued foreign policies based on 
apology, retreat, and self-abasement, and 
such trends have provoked an onslaught of 
challenges to this nation and its people. 
Rather than being rooted in the reality of 
American power, the embargo was a pitiful 
substitute for strategic and moral strength
a frantic attempt by a vulnerable giant to 
strike back at global bullies. 

In the long term, that strike may leave a 
bruise or two. Analysts now claim that within 
the next year, the embargo, coupled with 
disastrous crops in Russia, could finally take 
its toll on the Soviet diet and economy. But 
such selective pollticization of the agricul
tural market unjustly batters one small slice 
of the U.S. population. 

American farmers should not forever be 
sacrificed to compensate for international 
tensions nurtured by bungled leader5hip in 
Washington. Any price paid for America's 
geopolitical successes, failures, or stalemates 
must be fully shared by 220-milllon resi
dents-not borne by a minuscule 2.8 percent 
who are farmers. 

So this is one farm-country Senator call
ing for a moratorium on politically motivated 
agricultural embargoes, except in the case 
of genuine national emergency or war. Now 
that the White House is occupied by a leader 
of resolve and will, we must telegraph a mes
sage to the world that our foreign policy 
wlll rest upon more than a tiny 2.8 percent 
segment of our population. 

And, we must guarantee that we wlll coun
teract the Soviet lust for global domination 
more effectively than by shooting ourselves 
in the foot. 

It's time for this slumbering giant to flex 
its bulging muscles, and to guarantee swift 
and sure retribution for any aggression un
leashed against this nation and its p eople. 

Fortunately, we now have a President who 
promises precisely that. 

FOOTBALL'S GRAND OLD MAN 
Mr. PERCY. Mr. President, just a few 

days ago the National Football League 
presented its season's grand finale, the 
Superbowl. The cities of Oakland and 
Philadelphia were well represented on 
the gridiron. As for the Chicago Bears, 
I guess the phrase, ' 'wait until next year," 
applies once more. 

On the morning of Superbowl Sunday, 
I read an article about a man who is very 
dear to Chicago football fans, George 
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"Papa Bear" Halas, a pioneer of the Na
tional Football League and coach for 40 
years of the Chicago Bears. He was ap
propriately recognized for his contribu
tions to football and the city of Chicago. 

George Halas is a winner. He is the 
winningest coach in the history of foot
ball and a man whose creation-the Na
tional Football League-has become an 
American institution. More impartantly, 
he is a man who has brought much hap
piness to Americans, particulariy Chi
cago Bear fans, and I, being a loyal Bear 
fan, can attest to this. 

At age 85, George Halas continues his 
efforts to better the game he loves so 
much. He is an inspiration to all 
American sports enthusiasts. Therefore, 
Mr. President, I ask unanimous consent 
that the article " 'Papa Bear' Remembers 
When Pro Football Wasn't So Super'' 
which appeared in the January 25 edi
tion of Parade magazine be printed in the 
RECORD. 

There being no objection, the article 
was ordered to be printed in the RECORD, 
as follows: 
"PAPA BEAR" REMEMBERS WHEN PRO FoOTBALL 

WASN'T so SUPER 
(By Ron Rapoport) 

Eight times a year, George Hala.s--the 
winningest coach ever in the history of foot
ball--sits in his private box high above Sol
dier Field and cheers lustily for the Chicago 
Bears, the team he coached for 40 years. 

If he takes his eyes off the artificial surface 
of the playing field, Ha.las-the venerated 
"Papa Bear"-can gaze upon the 60,000 or 
more fans filling every available seat of the 
newly refurbished stadium. Or he can look 
at the television cameras which, because the 
game is practically certain to be a sellout, 
are sending images of the Bears to approxi
mately half the households in the Chicago 
area. And he can think about how the game 
has changed in his lifetime. 

Today is Super Bowl Sunday, but Halas 
remembers when there was no Super Bowl
in fact, no National Football League. At 85, 
he is the last survivor of a. group of men who 
posed for the camera in 1920 on an automo
b1Ie running board in a showroom in Canton, 
Ohio, after forming an organization that 
would became the NFL. From that perspec
tive, the scene below him is almost beyond 
belief. 

Where once he had to rush about trying 
to scare up a few thousand dollars to keep 
the Bears alive, today they, like every other 
team in the NFL, are worth at least $20 
m1llion. 

Where once players' salaries averaged $100 
per game, today many of the players are earn
ing six figures annually. 

Where once fans viewed professional foot
ball with profound indifference, today most 
tickets to Bears home games are snapped up 
long before the season begins. 

"It isn't the same thing," Halas says of the 
modern version of the game he helped found. 
"The big crowds, the new stadiums, tele
vision-the fact that you get $5 million a 
year for doing nothing, just to display our 
game." 

Halas' perspective is unique in the history 
of sports. Though it has been 13 years since 
he retired as coach of the Bears, and though 
he turned the day-to-day operation of the 
club over to general manager Jim Finks in 
1974, he remains active as the team's presi
dent and board chairman, and in NFL coun
cils as well. 

"He's a living Abner Doubleday or Dr. 
James Naismith," says NFL Commissioner 
Pete Rozelle, referring to the legendary 
founders of baseball and basketball. "The 

only difference is he's still around to see all 
the cbwlges .... n fact, J...e s pla~ed an at:tive 
r.:>le in l.he evolution of the gw.ue. But he has 
to oe amazed at the changes. You can tell 
that he doea make comparisons with tne 
past." 

Finks points out what those years mean 
that separate Halas and his fellow owners 
and executives: 

.. So many guys have gotten into the game 
in the last 1u or 15 years, and the way it is 
now is all they've ever Known. You can count 
on two hands the guys with 20 years in the 
league, and that only takes you back to the 
1960s. All they know is it's been on 'l'V, and 
the stadiums are generally full. The days of 
getting out and hustling season tickets, of 
begging cities to take you for pre-season 
games-they can't identify with that. And 
huw many guys in the league can remember 
traveling to games by anything other than 
planes?" 

Asked 1f he ever feels llke the last survivor 
of a particular breed, Halas replies wistfully, 
"I don't know of anyone else. I wish there 
were." 

While Halas marvels at professional foot
ball's climb from its precarious early days to 
its present exalted status, he is not happy 
with everything he sees. Whereas in the 1920s 
and 1930s there was not enough money, Halas 
worries that now there may be too much. 

"A couple of owners, with all their money 
and their great desire to have a champion
ship team, may go out of bounds as far as 
salaries are concerned," he says of those clubs 
that have huge corporate assets at their dis
posal. "The families that own teams are in 
trouble." 

For Halas, such troubles would be nothing 
new. 

In the early 1920s, when he first took over 
the Bears from their original backer, Deca
tur, Ill., businessman A. E. Staley (the team 
was then known as the Staleys), the country 
was going through a recession. Halas had lit
tle more than a name, the rights to some 
players and $5000 that Staley gave him "out 
of the goodness of his heart." 

For years, the team made little money, 
and when a partner needed to sell his half 
interest early in the Depression, it was all 
Halas could do to raise $38,000 to buy him 
out. "I borrowed $5000 from a player and the 
rest from friends," .he recalls. "That was the 
only way to get money. The banks were 
closed." 

Even when the Bears won the NFL title in 
1932, he says, they lost $18,000. Halas had to 
pay off such stars as Red Grange and Bronko 
Nagurski with notes. 

Halas is also disturbed by professional foot
ball's increasing potential for violence. As a 
long-time member of the NFL rules commit
tee, he seems almost to long for the days 
when changes were made only to open up 
the game and make it more interesting rather 
than to make it safer. 

"In those days, we didn't have dangerous 
weapons like the present-day helmet," he 
says. "With the leather helmet, there didn't 
seem to be the possible violence there is now. 
But the huge mask on the headgear, and its 
hardness, give the feeling of security that 
causes players to use it as a weapon." 

While he's still intensely involved with 
football, Halas has mellowed. Just about 
everybody who remembers him in his coach
ing days has noticed it. There is more pa
tience now, almost a sweetness, as he recalls 
the past-a striking contrast with the Halas 
of old, who could chastise a player or berate a 
referee with the best of them. 

"In the early days, our relationship wasn't 
so good," says Rozelle of the period after he 
was first named NFL commissioner in 1960. 
"He was such a crusty, aggressive person. 
Once, after I iust got the job. he popped off 
about something, and I called him into my 
office. I felt like I was just a little kid-I was 
33 or 34--e.nd here I was dealing with the 

man who had invented pro football. But if he 
asked for authority, he a1so ga~e it. he .Knew 
it was important to have a strong commis
sioner, and I think he played a major role in 
my being accepted." 

Halas has outlived not only all the men 
who helped him organize the game, but also 
his wife and his son, George Jr., who was 
president of the Bears when he died last year. 
Today, Halas lives .alone in a spacious apart
ment on Chicago's lakefront. A registered 
nurse, Sam Watson, comes in daily to help 
him with the exercises he has had to do since 
surgery in 1978 to remove a blood clot from 
his right leg. He has used a cane since then, 
but moves about smartly nonetheless. 

Halas st111 takes an active role in many of 
the team's affairs. He attends practice once a 
week and handles complaints about tickets, 
requests for autographs, pictures, donations 
and interviews. He's always on the lookout 
for new ways to promote his beloved Bears. 

Recently, for instance, Halas became en
chanted with the voice of tenor Luciano 
Pavarotti. He made some remarks at a char
ity dinner honoring Pavarotti and hopes to 
persuade the singer to return the favor by 
recording the team's theme song, "Bear 
Down, Chicago Bears." 

Halas is something of a social whirlwind. 
He is in great demand at civic and charitable 
affairs. In addition, he and seven old friends 
regularly get together with their wives and 
girlfriends. They call themselves the Super 
Eight. Halas looks forward to their meetings 
because, he says, "you can pour your heart 
out. You can say anything." 

Another event dear to his heart is the an
nual Bears alumni dinner, when former 
players party at a hotel ballroom after a 
game. 

Halas loves all this mingling. "There'd be 
no fun in slowing down." he says, "About 
the only thing I miss is the action on the 
field." 

Proof that Halas intends to keep up his 
hectic pace may have come one morning last 
fall when a new employee showed up for 
work in the Bears business office in Chicago's 
Loop. 

"I've worn one secretary out." Halas says 
with a grin. "So now for the first time I'm 
going to have two." 
GEORGE HALAS NAMES THE SIX MOST IMPORTANT 

CHANGES IN PROFESSIONAL FOOTBALL SINCE 

ITS INCEPTION 

1-Rules. Two of the most important rules 
changes came out of the 1932 game between 
the Chicago Bears and Portsmouth that de
termined the league championship. Bronko 
Nagurski faked a plunge into the line, 
then backed up and threw a two-yard pass 
to Red Grange, who scored the winning 
touchdown. Portsmouth coach Patsy Clark 
insisted that Nagurski hadn't been five yards 
behind the line of scrimmage when he threw 
the ball as the rules then required. The next 
season, the rule was changed, allowing the 
ball to be passed from any spot behind the 
line. 

Also, because the sidelines that day were 
very close to the stadium wall, the idea of 
placing the ball on a hash mark 10 or 15 
yards in from the sidelines whenever a play
er went out of bounds grew out of that 
game. Both these rules changes played a key 
role in opening up the game to more offense. 

2. Stadiums.-Every team in the league 
now plays in a new or modernized stadium 
designed specifically to accommodate foot
ball, such as the Astrodome in Houston, 
Tex.-the first indoor super stadium, opened 
in 1965. Gone are the days when teams would 
play in parks built only for baseball or on 
unimproved fields that were often little more 
than vacant lots. 

3. Equipment.-The evolution of the hel
met is the most significant equipment 
change. The Bears' B111 Hewitt, who played 
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in the 1930s, used to take off his helmet 
whenever he thought Coach Halas might not 
be looking. Since 1943, a league rule has re
quired every player to wear one at all times. 
'l'he old helmets were leather, while today's 
helmet is so hard that players often use it 
to make tackles. Thus a piece of protective 
equipment sometimes causes injuries. "The 
helmet needs to be redesigned so it can't be 
used as a weapon," Halas says. "I'm working 
on it." 

4. Televlsion.-TV has both provided pro
fessional teams with huge amounts of reve
nue and spread awareness of the game far 
beyond the confines of the stadiums. Close
up interviews make "personalities" of players 
and enable them to discuss details of the 
game. When the Bears play at home, there 
may be 64,000 fans in Soldier Field, but 
another 1.5 million people in the Chicago 
area will be watching on television. 

5. Attenda.nce.-A crowd of 2500 or 3000 
was the norm for most Bears games in the 
1920s, while a big rival, such as the Chicago 
Cardinals or Green Bay Packers, might draw 
up to 10,000. Today, the Bears and nearly 
every other NFL team could easily sell 
enough season tickets to fill each seat be
fore the first game is played. "We hold back 
5000 tickets for every game," says Halas. "A 
lot of people don't have the money for season 
tickets, but we are interested in the guy who 
can only afford a single game, too." 

6. Salaries.-Today players can price them
selves right out of the league, Halas says. 
Detroit Lions superstar running back Billy 
Sims, for example, earns an estimated $500,-
000 per year. In the 1920s, the Bears "had a 
Umit of $1800 per game to be divided up 
among tbe 18 olayers on the team. If one 
player was paid $125, another had to settle 
for $75. "I used to tell players that football 
was only a stepping stone," says Halas. "I 
told them that if they got a better job, they 
should take it and quit playing football." 

MESSAGES FROM THE PRESIDENT 
RECEIVED DURING RECESS 

Under the authority of the order of the 
Senate of January 22, 1981, the Secretary 
of the Senate on January 30, February 2, 
and February 3, 1981, received messages 
from the President of the United States 
submitting sundry nominations, which 
were referred to the appropriate com
mittees. 

<The nominations received on January 
30~ February 2, and February 3, 1981, are 
prmted at the end of the Senate proceed
ings.) 

1982 BUDGET OF THE DISTRICT OF 
COLUMBIA-MESSAGE FROM THE 
PRESIDENT RECEIVED DURING 
RECESS-PM 29 

Under the authority of the order of 
the Senate of January 22, 1981, the 
Secretary ?f the Senate on January 30, 
1981, received the following message 
from the President of the United States 
tog~ther with accompanying papers·; 
which was referred to the Committee on 
Governmental Affairs: 

To the Congress of the United States: 
In accordance with the District of Co

lumbia Self-Government and Govern
mental Reorganization Act I am trans
mitting the 1982 Budget of the District 
of Columbia. 

I am informed that the proposals for 
Federal payments to the District. of Co
lumbia reflected in this document are 

consistent with those shown in the 1982 
Budget of the United States submitted 
to Congress by President Carter on 
January 15, 1981. 

RONALD REAGAN. 
THE WHITE HOUSE, January 30, 1981. 

EXECUTIVE AND OTHER 
COMMUNICATIONS 

The follow.Jlg communications were 
laid before the Senate, together with ac
companying papers, reports, and docu
ments, which were referred as indicated: 

EC-293. A communication from the Clerk 
of the United States Court of Claims, trans
mitting, pursuant to law, the Court's Judge
ment order in the case of The Consolldated 
Federal Tribes of the Colville Reservation v. 
the United States No. 181-C; to the Com
mittee on Appropriations. 

EQ-294. A communication from the As
sistant Secretary of the Air Force (Research, 
Development, and Logistics), transmitting, 
pursuant to law, a report on a study with 
respect to converting the m111ta.ry family 
housing maintenance function at Luke Air 
Force Base, Arizona, and the decision that 
performance under contract is the most cost 
effective method of accomplishment; to the 
Committee on Armed Services. 

EC-295. A communication from the As
sistant Secretary of the Air Force (Research, 
Development, and Logistics), transmitting, 
pursuant to law, a report on a study with 
respect to converting the family housing 
maintenance function at Malmstrom Air 
Force Base, Montana, and the decision that 
performance under contract is the most 
cost-effective method of accompllshment; to 
the Committee on Armed Services. 

EC-296. A communication from the Assist
ant Secretary of the Air Force (Research, 
Development, and Logistics), transmitting, 
pursuant to law, a report on a study with 
respect to converting the vehicle operations 
and maintenance function at Wright-Pat
terson Air Force Base, Ohio, and the decision 
that performance under contract is the most 
cost-effective method of accomplishment; to 
the Committee on Armed Services. 

EQ-297. A communication from the As
sistant Secretary of the Air Force (Research, 
Development, and Logistics), transmitting, 
pursuant to law, a. report on a. study with 
respect to converting the family housing 
maintenance function at Peterson Air Force 
Base, Colorado, and the decision that per
formance under contract is the most cost
effective method of accomplishment; to the 
Committee on Armed Services. 

EC-298. A communication from the Assist
ant Secretary of the Air Force (Research, 
Development, and Logistics), transmitting, 
pursuant to law, a report on a. study with re
spect to converting the millta.ry family hous
ing maintenance function at Hurlburt Field, 
Florida, and the decision that performance 
under contract is the most cost-effective 
method of accomplishment; to the Commit
t eo on Armed Services. 

EQ-299. A communicB!tion from the Deputy 
Assistant Secretary of the Army (Installa
tions and Housing), transmitting, pursuant 
to law, the annual report of the Department 
of the Army for contracts awarded without 
formal advertisem~nt for fiscal year 1980; 
to the Committee on Armed Services. 

EQ-300. A communication from the Di
rector of the Selective Service System, trans
mit ting, pursuant to law, the report of the 
Selective Service System for the period 
April 1 through September 30, 1980; ·to the 
Committee on Armed Services. 

EC-301. A communication from the Assist
ant Secretary of the Air Force (Research, 
Development, and Logistics), transmitting, 
pursuant to law, a report on a. study with 

respect to converting the commissary shelf
stocking and custodial services function at 
Carswell Air Force Base, Texas, and the de
cision that performance under contract is 
the most cost-effective methOd of accom
plishment; to the Committee on Armed 
Services. 

JEC-302. A communication from the Direc
tor of the Defense Security Assistance 
Agency, transmitting, pursuant to law, a. 
report on the Department of ·the Army's pro
posed letter of offer to Spain for defense 
articles estimated to cost in excess of $25 
million; to the Oommittee on Armed Services. 

EC-303. A communication from the Act
ing Genera.! Counsel of the Department of 
Energy, transmitting, pursuant to law, no
tices of meetings rela~ to the International 
Energy Program; to the Committee on Energy 
and N&tural Resources. 

EC-304. A communication from the Aot
ing Assistant Administrator of the National 
Oceanic and Atmospheric Administration, 
Depal'ltment of Commerce, transmitting, pur
suant to law, notice of the designation of 
certa·in waters in the lower Florida Keys as 
a marine sanctuary; to the Committee on 
Commerce, Science, and Transportation. 

EC-305. A communication from the Chair
man of the United States.Internationa.l Trade 
Ccmmission, transmitting a. dlra.ft of proposed 
legislation to provide authorization of ap
propriations for the United States Interna
tional Trade Commission for fiscal year 
1982; to the Committee on Finance. 

EQ-306. A communioa.tion from the Chair
man elf the Federal Mine Safety and Health 
Review Commlss10n, transmitting, pursuant 
to law, the compliance of the Agency with 
the Governmen·t ln the Sunshine Act during 
1980; to the Committee on Governmental 
Affairs. 

EC-307. A communication from the Archi
vist of the United States, transmitting to the 
Secretary ·of the Senate a. report on the 
Archives' work on Sen'Bite and House reCOl'ds 
during the quarter ending September 30, 
1980; ·to the Committee on Governmental 
Affairs. 
Ec-~os . A communication .from the Comp

troller General of the United States, trans
mitting, pursuant to law, a report entitled 
"Effectiveness of U.S. Forces oa.n be Increased 
Through Improved Weapon System Design"; 
to the Committee on Governmental Affairs. 

EQ-309. A commuruoa.tion from the Comp
troller General of the United States, trans
mitting, pursuant to law, a monthly report 
listing the reports of the General AccounJt
ing Office for ub.e previous months; to the 
Committee on Governmental Affairs. 

EQ-310. A communication from the Mayor 
of the District of Columbia, transmitting a 
draft of proposed legislation to amend ·the 
District of Columbia Self-Government and 
Governmental Reorganization Act with re
spe::t to the capital improvements program 
of the District of Columbia; to the Commit
tee on Governmental Affairs. 

EC-311. A communication from the Acting 
Commissioner of the Immigration and Nat
uralization Service, transmitting, pursuant 
to law, copies of orders entered in 1,598 
cases under section 212(d) (3) of the Immi
gration and Nationality Act; to the Commit
tee on the Judiciary. 

EC-312. A communication from the Chair
man of the Federal Mine Safety and Health 
Review Commission, transmitting, pursuant 
to law, the Freedom of Information activi
ties of the agency during 1980; to the Com
mittee on the Judiciary. 

EC-313. A communication from the Gen
eral Counsel of the Councll on Wage and 
Price Stabillty, transmitting, pursuant to 
law, the agencies' report on activities under 
the Freedom of Information Act for 1980; 
to the Committee on the Judici•ary. 

EC-314. A communication from the Sec
retary of the Department of Education, 
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transmitting, pursuant to la.w, final regula
tions of the Department on special impact 
ald provisions for loca.l educational agencies 
that claim entitlements based on number 
of Indi.a.n children residing on Indian lands; 
to the Committee on Labor and Human 
Resources. 

EC-315. A communication from the Acting 
Director of ACTION transmitting, pursuant 
to law, a. copy of a. final regulation of the 
agency relating to prohibitions on electoral 
and lobbying activities; to the Committee 
on Labor and Human Resources. 

· EC-316. A communication from the Acting 
Director of the United States Office of Per
sonnel Management, transmitting, pursuant 
to la.w, an interim report on the effects of 
a.ge discrimination in employment on the 
Federal civil service; to the Committee on 
Labor and Human Resources. 

PETITIONS AND MEMORIALS 
The following petitions and memorials 

were laid before the Senate and were 
referred or ordered to lie on the table as 
indicated: 

POM-14. A petition from a. citizen of 
Arlington, Virginia. relating to a. suit filed 
to alleged corruption, fraud, and waste in 
the Department of Labor; to the Committee 
on Governmental A1fairs. 

POM-15. A resolution adopted by the 
Board of Supervisors of the County of San 
Luis Obispo, California., favoring the repeal 
of section 1937aa.1a. of the United States 
Code, contalnlng the language minority re
quirements of the Federal Voting Rights 
Act of 1965, as amended; to the Committee 
on the Judiciary. 

POM-16. A petition from a. citizen of 
Dallas, Texas, transmitting a. copy of a judg
ment rendered by the United States District 
Court, Southern District of Indiana, affect
ing former railroad employees; to the Com
mittee on Labor and Human Resources. 

REPORTS OF COMMITTEES 
The following reports of committees 

were submitted: 
By Mr. TOWER, from the Committee on 

Armed services, without amendment: 
S. Res. 60. An original resolution authoriz

ing expenditures by the Comittee on Armed 
Services; referred to the Committee on Rules 
and Administration. 

By Mr. SIMPSON, from the Committee on 
Veterans' Affairs, without amendment; 

S. Res. 61. An original resolution authoriz
ing expenditures by the Committee on 
Veterans' Affairs. 

EXECUTIVE REPORTS OF 
. COMMITTEES 

The following executive reports of 
committees were submitted: 

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

Mr. PERCY. Mr. President, from the 
Committee on Foreign Relations, I report 
favorably a nomination list of Foreign 
Service information officers which has 
previously appeared in the CoNGRES
SIONAL RECORD and ask, to save the cost 
of printing them on the Executive Calen
dar, that they lie on the Secretary's desk 
for the information of Senators. 

The PRESIDING OFFICER. Without 
objection it is so ordered. 

<The nominations ordered to lie on the 
Secretary's desk were printed in the 
RECORD of January 5, 1981, at the end 
of the Senate proceedings.) 

By Mr. HATCH, from the Committee on 
Labor and Human Resources: 

Raymond J. Donovan, of New Jersey, to be 
Secretary of Labor (Ex. Rept. 97-3). 

By Mr. GOLDWATER, from the Select 
Committee on Intelligence: 

Vice Adm. B. R. Inman, U.S. Navy, to be 
Deputy Director of Central Intelligence, and 
to have the rank of a.dmlral while so serving. 

By Mr. TUWER, from the (;ommittee on 
Armed Services: 

Vice Adm. B. R. Inman, U.S. Na.vy, to be 
Deputy Director of Central Intelligence, a.nd 
to have the rank of admlra.l whlle so serving. 

INTRODUCTION OF BILLS AND 
JOINT RESOLUTIONS 

The following bills and joint resolu
tions were introduced, read the first and 
second time by unanimous consent, and 
referred as indicated: 

By Mr. WALLOP (for himself, Mr. 
BUMPERS, Mr. PRYOR, Mr. SIMPSON, 
Mrs. KASSEBAUM, Mr. CANNON, and 
Mr. GOLDWATER) : 

S. 351. A blll to amend the Federal Mine 
Safety and Health Amendments Act of 1977 
to provide that the provisions of such act 
shall not apply to the surfa.ce mining of 
stone, clay, a.nd sand work; to the Commit
tee on Labor and Human Resources. 

By Mr. PACKWOOD: 
S. 352. A blll to amend the Internal Reve

nue Code of 1954 with respect to the defini
tion of political contribution; to the Com
mittee on Finance. 

By Mr. JEPSEN: 
S. 353. A blll to amend the Older Amer

icans Act of 1965 to provide s_;:>ecial emphasis 
for employment opportunities for the elderly 
with skllla relating to home repair, to pro
vide for demonstration projects under which 
pri va.te business is encouraged to employ the 
elderly with skllls relating to home repair, 
and to provide assistance to the elderly for 
the insta.llation of security devices in their 
residences, and for other purposes; to the 
Committee on Labor a.nd Human Resources. 

By Mr. DIXON (for Mr. PER-::Y) : 
s. 354. A bill to amend the Exoort Admin

istration Act of 1979; to the Committee on 
Banking, Housing, and Urban Affairs. 

By Mr. PRESSLER: 
s. 355. A blll to amend the title V financial 

assistance 'l"rogram. the Railroad Revital17 a
tion and Regulatory Reform Act of 1976, 
and for other purposes; to the Committee 
on Commerce, Science, and Transportation. 

By Mr. THURMOND: 
S. 356. A blll for the relief of Gunter Her

bert Kramp and Velma. Jean Krom!), his 
wife; to the Committee on the Judiciary. 

s. 357. A bill for the relief of Anup a.nd 
La.uleen Mody; to the Committee on the 
Judiciary. 

S. 358. A bill for the relief of Gert Richard 
Heber; to the Committee on the Judiciary. 

S. 359. A bill for the relief of Reina Estela 
Olvera: to the Committee on the Judiciary. 

By Mr. WEICKER (for himself, Mr. 
DURENBERGER, Mr. NUNN, Mr. BAU
CUS, Mr. PACKWOOD, Mr. ANDREWS, 
Mr. GLENN, Mr. HATCH, Mr. HAYA
KAWA, Mr. HUDDLESTON, Mr. PRYOR, 
Mr. JEPSEN, Mr. ToWER, and Mr. 
THURMOND): 

s. 360. A bill to amend the Internal Rev
enue C'ode of 1954 to improve productivity 
and employment by promoting capital in
vestment in small business, and for other 
purposes; to the Committee on Finance. 

By Mr. THURMOND: 
s. 361. A bill for the relief of Em1 Ohta; 

to the Committee on the Judiciary. 
s. 362. A bill for the relief of Frans Ni

colaa.s Mustert; to the Committee on the 
Judiciary. 

By Mr. JEPSEN: 
S. 363. A bill to amend the Older Amer

icans Act of 1965 to assure that the nutri
tion projects under that Act may include 

meals in a. congregate setting or home de
livered meals, or both, and for other pur
poses; to the Committee on Labor and 
Human Resources. 

By Mr. DOMENICI: 
S. 364. A bill to authorize the Chief of 

Engineers to undertake repairs and renova
tions to certain water diversion structures 
of historical character, and for other pur
poses; to the Committee on Environment 
and Publlc works. 

By Mr. ZORINSKY: 
s. 365. A bill for the relief of Kazimlera 

Chrostek; to the Committee on the Ju
diciary. 

By Mr. LAXALT: 
s. 366. A bill for the relief of Mercedes 

Navarro; to the Committee on the Judicia.ry. 
S. 367. A blll for the relief of Kuan Sheng 

Fang a./k/a Pete K. S. Fang; and Shyr Yuh
Yu Fang a / k/a Nancy Fang, his wife; and 
suen Wei Fong, ajkja. Sylvia. Fong, his 
daughter, and I. Chun Fang a/k/ a Victor 
Fang, his son; to the Committee on the 
Judiciary. 

s. 368. A bill for the relief of Evelyn 
Nunez; to the Committee on the Judiciary. 

s. 369. A bill for the relief of Ludina. V. 
Dave; to the Committee on the Judiciary. 

s. 370. A bill for the rellef of Cecllia 
Dagmang; to the Committee on the Ju
diciary. 

s. 371. A bill for the relief of Wllma. Tupas 
Beltran; to the Committee on the Judiciary. 

s. 372. A bill for the relief of Doctor Mah
mooda Haquani; to the Committee on the 
Judiciary. 

S. 373. A blll for the relief of Angelica. C. 
Estela; to the Committee on the Judiciary. 

s. 374. A blll for the relief of Rosita A. 
Genio; to the Committee on the Judiciary. 

S. 375. A blll for the rellef of Irma. A. 
Gunda; to the Committee on the Judiciary. 

s . 376. A bill for the relief of Gisella. 
Maria. Johanna. Dunfield; to the Committee 
on the Judiciary. 

s. 377. A bill for the relief of Estrelllta. 
Tapans; to the Committee on the Judiciary. 

s. 378. A blll for the relief of Elena. Padua; 
to the Committee on the Judiciary. 

s. 379. A blll for the relief of Lily T. 
Paragas: to tr.e Committee on the Judiciary. 

By Mr. GLENN: 
s. 380. A blll to amend title 38, United 

States Code, to extend by twelve months the 
period during which funds appropriated for 
grants by the Veterans' Administration for 
the establishment and support of new State 
medica.l schools may be expended; to the 
Committee on Veterans Affairs. 

By Mr. BAUCUS: 
s. 381. A blll to amend title 28 of the 

United States Code to establish within the 
Department of Justice an Office of Audit 
and an office of Professional Responsibility; 
to the Committee on Governmental Affa.irs. 

By Mr. SCID.UTI': 
s. 382. A blll to amend title 5, United 

States Code, to improve procedures for the 
promulgation of agency rules; to the Com
mittee on the Judiciary. 

By Mr. ANDREWS (for hiinself and 
Mr. BURDICK) : 

s. 383. A bill to provide for the reinstate
ment and va.llda.tlon of United States oll and 
gas lease numbered M 16402 (ND) Acq; to 
the Committee on Energy snd Na.tura.l Re
sources. o, 

By Mr. ARMSTRONG: 
s: 384. A blll entitled the "Federal Ex

penditure Control Act of 1981"; to the Com
mittee on the Budget and the Committee 
on Governmental Affairs, by unanimous 
consent pursuant to the order of August 4, 
1977. 

By Mr. INOUYE (for hiinself, Mr. 
MATSUNAGA, and Mr. RANDOLPH): 

s. 385. A bill to amend the Rehabilitation 
Act of 1973 to provide for comprehensive 
study of the reh·a.billtation need.<> of the 
Pacific Basin, empjha.s1.z1ng the need for 
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trained rehab111tation personnel, and for 
other purposes; to the Committee on La.bor 
and Human Resources. 

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

S. 386. A bill to direct the Secretary of 
Education to identify and address the unique 
needs of immigrants in the United States 
taking into account that immigrants are 
concentrated in a select number of identi
fiable titles, and for other purposes; to the 
Committee on La.bor and Human Resources. 

S. 387. A bill to direct the Secretary of 
Labor to identify and address the unique 
needs of immigrants in the United States 
taking into account that immigrants are 
concentrated in select number of identifiable 
cities, and for other purposes; to the Com
mittee on Labor and Human Resources. 

By Mr. HATCH (for himself and Mr. 
TOWER): 

S. 388. A bill to reinstate the tax treat
ment with respect to annuity contracts with 
reserves based on a segregated asset account 
as they existed prior to issuance of Revenue 
Ruling 77-85; to the Committee on Finance. 

By Mr. HATCH: 
S. 389. A bill for the relief of Howard B. 

Schmutz; to the Committee on the Judi
ciary. 

By Mr. DOLE (for himself, Mr. DAN
FORTH, Mr. BENTSEN, Mr. DUREN
BERGER, Mr. BOSCHWITZ, Mrs. KASSE
BAUM, Mr. MATSUNAGA, Mr. BAUCUS, 
and Mr. SYMMS) : 

S. 390. A bill to amend the Trade Act of 
1974 to provide for an additional Deputy 
United States Trade Representative; to the 
Committee on Finance. 

By Mr. CHAFEE (for himself, Mr. 
GOLDWATER, Mr. BENTSEN, Mr. DAN
FORTH, Mr. DOMENICI, Mr. GARN, Mr. 
GLENN, Mr. HAYAKAWA, Mr. JACK
SON, Mr. LAXALT, Mr. LUGAR, Mr. 
NUNN, Mr. PRESSLER, Mr. ROTH, Mr. 
SCHMITT, Mr. SIMPSON, Mr. WALLOP, 
Mr. THURMOND, Mr. HATCH, and Mr. 
HUDDLESTON): 

S. 391. A bill to amend the National Se
curity Act of 1947 to prohibit the unauthor
ized disclosure of information identifying 
agents, informants, and sources and to di
rect the President to esta'Jlish procedures 
to protect the secrecy of these intelligence 
relationships; to the Committee on the Judi
ciary. 

By Mr. HARRY F. BYRD, JR.: 
S.J. Res. 26. Joint resolution to amend 

the Constitution to provide for a balanced 
budget; to the Committee on the Judiciary. 

STATEMENTS ON INTRODUCED 
BILLS AND JOINT RESOLUTIONS 

By Mr. WALLOP (for himself, 
Mr. BUMPERS, Mr. PRYOR, Mr. 
SIMPSON, Mrs. KAsSEBAUM, Mr. 
CANNON, and Mr. GOLDWATE~) : 

S. 351. A bill to amend the Federal 
Mine Safety and Health Amendments 
Act of 1977 to provide that the provisions 
of such act shall not apply to the surface 
mining of stone, clay, and sand work· to 
the Committee on Labor and Human 
Resources. 
AMENDMENT OF FEDERAL MINE SAFETY AND 

HEALTH AMENDMENTS ACT OF 1977 RELATING 
~~ ::CE MINING OF STONE, CLAY, SAND, 

Mr. WALLOP. Mr. President I am 
today introducing along with S~nators 
BUMPERS, PRYOR, SIMPSON, KASSEBAUM, 
qoLDWATER, and CANNON the 1981 ver
SIOn of legislation intended to bring 
some commonsense to efforts to protect 
the sa~ety and health of workers in
volved m surface mining operations. 

Under current Federal laws, all min
ing operations are required to comply 
with the safety and health standards of 
the Mine Safety and Health Act. While 
the objective is one which I support, the 
means to achieve the objective are an 
onerous burden on the surf-ace mining 
industry. Therefore, to relieve what a 
reasonable person can only regard as a 
frivolous and inflationary regulatory 
burden, we are proposing to transfer 
sand, gravel, and stone surface mining 
operations from the Mine Safety and 
Health Administration to the Occupa
tional Safety and Health Administration. 

Those who know me may be surprised 
that I have proposed increasing the 
regulatory responsibilities of OSHA. Let 
me point out that I have never objected 
to sensible and necessary public regula
tory activity. That is precisely why I am 
sponsoring this legislation, to make 
some sense out of our efforts to insure 
safe working conditions for surface 
mines. 

America's mining industries have been 
regulated by the Federal Government 
for more than 70 years. Congress has 
taken an active legislative role in con
trolling the health and safety of this 
Nation's miners. Since 1910 and the pas
sage of the act which created the Bureau 
of Mines within the Department of the 
Interior, eight legislative efforts have 
been made to monitor the mining indus
try. They include the enactment of the 
Federal Coal Mine Health and Safety 
Act in 1941, the Federal Metal and Non
metallic Mine Safety Act of 1966. the 
Federal Coal Mine Health and Safety 
Act of 1969, and the establishment of the 
Mining Enforcement Safety Administra
tion in the Department of the Interior 
in 1973. In 1977 the passage of the Fed
eral Mine Safety and Health Amend
ments Act repealed the Metals Act of 
1966 and amended the Coal Act to en
compass all types of mining ooerations 
with no variance regardless of type of 
mine involved. This change was made by 
merely adding "other mines" after each 
section in the 1969 Coal Act. 

Deep mine coal operations are ex
tremely dangerous. Wyoming has not 
been spared the tragedy of coal mine 
disasters. Tough safety and health stand
ards are needed. However, it makes little 
sense to apply the same deep mine safety 
requirements to surface mining opera
tions. For instance, the MSH Act requires 
safety training for mine employees. How
ever, the training is directed to under
ground operations. For a surface miner, 
such training is a waste of time and 
money. Such standards create frustra
tion among those affected, and weakens 
public suppart for the standards. At the 
same time, the standards create severe 
inflationary pressures on the surface 
miners. The costs, of course, are borne by 
the consumers. In 1979, I calculated that 
the effect on Wyoming surface miners of 
MSHA coverage would add 10 percent to 
the cost of the finished product. But, un
necessary costs also hamper expansion 
of surface mining operations, thus de
creasing jobs and economic growth. 

Our proposal is one approach to elimi
nating a problem while pursuing a worth
while public purpose. It is not the only 
solution. For instance, we could amend 

the MSH Act to establish a multitrack 
safety and health system to reflect the 
differences between surface, under
ground, and coal mines. In the 96th 
Congress, Chairman GAYDos of the House 
Labor Subcommittee indicated that 
amending MSH Act may be desirable. 
This may well be the point where we end 
up. 

Last year, we were successful in ob
taining Senate approval for the proposal 
being reintroduced today. Unfortunately, 
the House dld not accept our amendment, 
despite the strong bipartisan support 
in the Senate. I would urge both the 
House and Senate Labor Committees to 
promptly act on this matter. 

Mr. President, I ask unanimous con
sent that the bill be printed in the 
RECORD. 

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

s. 351 
Be it enacted by the Senate and House 

of Representatives of the United States oj 
America in Congress assembled, That section 
3(h) (1) of the Federal Coal Mine Health and 
Safety Act of 1969, 30 U.S.C. 802(h) (1), as 
amended by the Federal Mine Safety and 
Health Amendments Act of 1977, is amended 
by inserting after "preparation facilities." the 
following new sentence: "Such term shall not 
include the surface mining of stone, clay, 
sand or gravel.". 

Mr. PRYOR. Mr. President, I am 
pleased to join Senator WALLOP, Sena
tor BuMPERS, and others in introducing 
legislation to relieve the stone, clay, sand, 
and gravel industries from the burden
some and excessive regulations now being 
imposed by the Mine Safety and Health 
Administration. It is similar to legisla
tion we introduced during the last Con
gress and passed in the Senate as an 
amendment to the ERISA bill. Unfortu
nately, the amendment was later 
dropped by the House of Representa
tives. 

At the time the sand, gravel, stone, 
and clay industries were brought under 
the jurisdiction of the Mine Safety and 
Health Administration in 1977, few rec
ognized that these industries were pri
marily small mom-and-pop ventures. 
Ordinarily, sand and gravel operations 
have fewer than 7 employees, and 
crushed stone quarries have fewer than 
11 employees. The duties performed 
and hazards present for such surface 
mining operations are vastly different 
than for deep underground mines. These 
small operations should not be held to 
the standard for large and highly tech
nical industries. We must seek to remedy 
this inequitable situation. 

This legislation would remove these in
dustries from the jurisdiction of the 
Mine Safety and Health Administration 
and place them under the standards of 
the Occupational Safety and Health Ad
ministration. The safety and health of 
the employees will continue to be care
fully protected, and the program will be 
administered in a more appropriate 
manner. 

As this Congress moves forward, it is 
my hope that we will explore this issue 
in depth and thoroughly review the Mine 
Safety and Health Administration regu
lations as they pertain to the sand, 
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gravel, clay, and stone industries. I will 
continue to work toward this end and 
seek the support of my colleagues. 
e Mr. BUMPERS. Mr. Pres1aent, today 
Senator WALLOP introduced a bill to 
exempt the sur.race mining of stone, clay, 
sand, or gravel, from regulation under 
the Mine Safety and Health Act. This 
bill is simUar to S. 625, which passed the 
Senate on June 29, 1980, as an amend
ment to S. 1076, the ERISA bill, but it 
was dropped in conference. S. 625 had 42 
cosponsors in the Senate, and a House 
bill similar to S. 625 had 218 cosponsors. 
Despite the broad base of support, 
neither the House nor the Senate bill 
was enacted into law during the 96th 
Congress. 

Additionally, Mr. President, this issue 
received a great deal of attention in 
both Houses during the appropriations 
process in the final days of the 96th 
Congress. On August 27, 1980, the House 
of Representatives, during consideration 
of H.R. 7998, the Labor /HEW appro
priations bill, adopted an amendment 
which prohibited the Mine Safety and 
Health Administration from using any 
funds to regulate these surface mining 
industries. As you know, Mr. President, 
the Labor /HEW appropriations bill was 
never considered by the Senate Appro
priations Committee, and Congress was 
forced to pass two continuing appropria
tions resolutions. The first resolution ex
pired by its terms on December 15, 1980; 
that date, Congress passed a second 
resolution appropriating funds for many 
Government programs until June 5, 1981. 

During consideration of this second 
co~tinuing appropriations resolution, 
which was numbered House Joint Res
olution 644, the Senate Appropriations 
Committee at my behest adopted lan
guage similar to that which was included 
by the House in the Labor /HEW bill to 
wit, that the Mine Safety and H~lth 
Administration was prohibited from 
using its funds to regulate the surface 
mining industries in question. When the 
continuing resolution came to the Sen
ate floor on December 10, 1980, this 
amendment survived floor attack and 
was included in the continuing appro
priations resolution which was passed by 
the Senate a few days later. This amend
ment and others, however, were stripped 
from the bill in order to reach agree
ment with the House on the pay cap 
issue. 

Mr. President, I am setting out this 
history in some detail so that our new 
Members will realize that this surface 
mining exemption passed the Senate 
twice, and the House once, during the 
96th Congress. It has broad suooort in 
both Houses and similar bi.lls have al
ready been introduced in the House of 
Representatives this sesston. It is our 
hope that the Senate Labor and Human 
~esource~ Committ~e will give thts bill 
Its attent10n. so that the will of the Con
gress on this issue will not again be 
frustrated as it was last session. 

No'Y, Mr. President. I would l~ke to 
explam br·efiy the substance of this bill 
and the policv reasons which support its 
l'"'a,.c;sage. The bill simply exempts the sur
face mining of stone, clay, sand, or 
gravel, from regulation by MSHA; and 

the legal effect of this exemption is that 
these surface mines would automatically 
be regulated by the Occupational Safety 
and Health Administration. 

When Congress passed the Mine 
Safety and Health Act of 1977, it was 
responding to public alarm over the con
tinued incidence of coal mining dis
asters. Fresh in the minds of many Con
gressmen and Senators was the tragedy 
that occurred at the Scotia mine, where 
23 miners and 3 Federal inspectors lost 
their lives. Congress reacted by combin
ing all coal, metal, and nonmetal mining 
operations under one authority, the Fed
eral Coal Mine Safety and Health Act of 
1977. It created the Mine Safety and 
Health Administration (MSHA) , a new 
office under the Department of Labor, 
to coordinate the safety, training and 
enforcement functions and it equipped 
the new agency with an impressive array 
of powers with which to execute the act. 
For the 5,452 coal mines which had pre
viously been regulated under the Coal 
Act of 1969, the changes incorporated in 
the 1977 act are important, though not 
drastic. For the 15,847 metal and non
metal operations which had been under 
the authority of the Metal and Nonmetal 
Act of 1966, however, the changes are in
deed overwhelming. 

So, although the 1977 act was a valu
able step forward in some respects, in 
other respects, especially as it relates to 
the operations of surface mines, it sig
nified the epitome of poorly conceived 
policy. That act was primarily aimed at 
coal mining, which everyone agrees is a 
dangerous business, but swept in with 
the regulation of coal mining was the 
regulation of all other kinds of mining, 
too, regardless of whether those other 
kinds of mines had safety records that 
bore any similarity to the safety records 
of underground mines. 

The surface mining of stone, clay, 
sand, or gravel, simply stated, has little 
similarity to the mining of coal; yet, 
these businesses, most of which have 
fewer than 10 employees, are subject to 
the same onerous standards, regulations, 
and enforcement mechanisms mandated 
for the coal mining industry. Now, Mr. 
President, this just does not make sense 
either as a matter of logic, or as a matter 
of policy. 

I want to set out a few statistics which 
graphically illustrate why these surface 
mining businesses do not belong under 
MSHA's jurisdiction. In the sand and 
gravel business, for example, 6,000 of the 
7,600 operations employ fewer than 10 
persons, and 3,000 of these employ fewer 
than five persons. By any standard, these 
are small businesses, and they are hav
ing a rough time withstanding the ad
ministrative and regulatory burden im
posed upon them by MSHA. 

On December 3, 1980, ABC World 
News Tonight reported on Elmer 
Kanecht's sand and gravel business in 
Springfield, lll. In 1978, MSHA began 
fining this sand and gravel business; 
among other things, Mr. Kanecht was 
ordered to post a speed limit sign on a 
private access road used only by himself 
and his two employees. To bring this 
small business into compliance with the 
other requirements MSHA imposed 

would have cost Kanecht in 1 year more 
than $30,000, and that year, he had 
grossed $34,000. So, Kanecht went out 
of business, even though he had had a 
10-year perfect safety record. Other ex
amples could be cited; MSHA is regu
lating some of these small businesses 
to death, and some of them simply can 
not stay in business. 

Mr. President, another critical fact is 
that these industries are relatively safe. 
During the first 6 months of 1980, the 
accident rate for sand and gravel was 
4.48 injuries per 200,000 man hours. For 
crushed stone, the rate was 6.19. By 
comparison, the figure for all coal mining 
was 10.4. These surface mines are safer 
than many other industries which are 
not as heavily regulated; for example, 
sand and gravel mines have better safety 
records than the industry which man
ufactures clocks, watches, and watch
cases; it is better than the health serv
ices industry; and it has a better safety 
record than social services. Now, Mr. 
President, mines which have better safety 
records than social services have no 
business being regulated by MSHA. 

Some of my colleagues may think it 
strange that these surface mines would 
actually prefer to be regulated by OSHA. 
I think this fact illustrates the serious
ness of the problem from the perspective 
of the industries; MSHA is giving them 
such a hard time that they actually pre
fer OSHA, which, as all of us are aware, 
has also been severely criticized in this 
body. All of us want the mining industry 
to be safe, and MSHA should come down 
hard on a mine that is not; no one can 
disagree with this. My point, however, is 
that these surface mines are safe, and 
they should not fall under MSHA's 
jurisdiction. 

If this bill is enacted, Mr. President, 
the surface mining of stone, clay, sand, 
or gravel, will automatically fall under 
the regulatory authority of OSHA under 
current law. OSHA currently has regula
tory authority under Federal law for all 
employees working for employers oper
ating in interstate commerce, and, by 
the way, that is just about everyone; 
OSHA's authority does not extend, how
ever, to employees with respect to which 
other Federal agencies such as MSHA 
are exercising regulatory authority. By 
removing MSHA's authority for regulat
ing these surface mines, OSHA will have 
jurisdiction as a matter of law. 

Mr. President, I urge my colleagues to 
give serious attention to this bill. It is a 
measure for which the time has come. 
This same idea has passed the Senate 
twice and the House once, and I suggest 
that it is long overdue. If we learned 
anything from the November elections, 
we should have learned that the Amer
ican people want us to take reasonable 
steps to lessen the regulatory burden. 
This measure will do just that, and it 
will do it in a way which will not sacri
fice worker safety in the least. I hope my 
colleagues will join Senator WALLOP and 
me and the other cosponsors of this bill 
in rectifying this problem before MSHA 
regulates the stone, clay, sand, and 
gravel businesses out of existence. 

Mr. President, I ask unanimous con
sent that this statement appear in the 
RECORD •• 
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By Mr. PACKWOOD: 
S. 352. A bill to amend the Internal 

Revenue Code of 1954 with respect to the 
definition of political coL.tribution; to 
the Committee on Finance. 

CONTRIBUTIONS TO CANDIDATES 

e Mr. PACKWOOD. Mr. President, today 
I am introducing legislaticn which will 
make unmistakably clel:iX the in~ent of 
Congress to maximize participation in 
the democratic process by actively en
couraging individuals to make contribu
tions to the candidates, Pf.rties, and po
litical organizations of their choice. In 
the past, Congress has recognized that 
tax credits for political contributions 
offer just such encouragen...ent. These tax 
credits were first created with the enact
ment of the Revenue Act of 1971 and 
were expanded in the 1978 Revenue Act. 

The enactment 'Of the bill I am now 
introducing was made necessary by a 
February 12, 1980, private letter ruling 
by the Internal Revenue Service disal
lowing the tax credit for what the agency 
considers "negative ·campaigns." 

I am strongly opposed to such action 
for several reasons. First, the Service has 
made an initial determination based 
upon a very narrow interpretation of 
statutory language which is highly am
biguous and which allows quite an op
posite conclusion. Second, this agency 
has improperly failed to re:tlect congres
sional intent in formulating its conclu
sion; in fact, the effect of the ruling 
would be at odds with the intent of Con
gress. Lastly, I strongly believe that such 
an administrative action may be in vio
lation of our constitutionally guaranteed 
rights of politioal expression. 

EXPLANATION OF PROVISIONS 

The issue has been raised by the In
ternal Revenue Service's limitej view of 
the meaning of section 4Hc> <:!.) <B> of 
the Internal Revenue Code. This sec
tion defines the term "political contri
bution" as one which is given to a candi
date, party or political organization for 
use "to further the candidacy of such 
individuals for nomination or election" 
to an elective public ofiice. 

The IRS maintained, in the private 
letter ruling requested by the Demo
cratic Senatorial Campaign Committee 
<D3CC) and the Democratic National 
Committee. <DNC), that contributions 
made to the National Conservation Polit
ical Action Committee <NCPAC) for 
use in its target 1980 program were not 
used to further the candidacy of any 
candidate within the meaning of sec
tion 41. Therefore, reasoned the ms, 
individual taxpayers would not be eligi
ble to claim a tax credit f..>r such con
tributions. 

The bill I am now introducing simpli
fies the statutory language and thus 
eliminates the possibility for such an 
exclusionary ruling. In short, the bill 
insures that the tax credit for political 
contributions will be available to every
one and will encourage them to make 
contributions to the candidates, parties, 
and political organizations of their 
choice. 

J'EDERAL ELE~ON REFORM 

The passage of the Federal Electipns 
Act of 1971 made clear Congress' com-

mitment to prevent the improper use of 
money in elections. Another important 
obJective was to insure that it is ·always 
possible for interested citizens to seek 
elective ofiice even though they may not 
have access to large amounts of money 
with whic!l to run their political cam
paigns. 

The act sought to accomplish . these 
goals in several ways: by restricting the 
amount of money spent in Federal elec
tions; by limiting the amount of money 
contributed to c~ndidates for Federal 
ofiice; by requiring the disclosure of 
virtually all contributions and expendi
tures; and by establish~ng the Federal 
Election Commission with broad en
forcement powers to implement the new 
law. 

There is no question that Congress in
tent was good and proper, but it is also 
undeniable that these reform measures 
were, in part, oblivious to the constitu
tionally guaranteed rights of freedom of 
political speech, expression and associa
tion. So ruled the Supreme Court in land
mark cases such as Buckley against 
Valeo. 

It is interesting to note that at the 
time Congress "cleaned up" the electoral 
process through the legislative restric
tions of the 1971 act, it also considered 
alternative proposals to "open up'' the 
process. 

To encma·age individuals' involvement 
in the political system as a matter of 
public policy is important. Congress has 
rightly recognized the usefulness of tax 
credits for political contributions in 
promoting greater participation. In fact, 
action taken by the House and Senate in 
the Revenue Act of 1978 expanded the 
income tax credit for political contribu
tions--the maximum amount was 
doubled. I was one of the principal spon
sors of these provisions. Persons making 
a political contribution can now claim a 
credit equal to one-half of the amount 
of the donation up to $50-$100 in the 
case of a joint return. 

RECENT ADMINISTRATIVE ACTION 

Last year, action considered by both 
the Internal Revenue Service and the 
Federal Election Commission threatened 
to severely curtail the availability of the 
tax credits and to allow them only for 
certain administratively approved polit
ical contributions. 

After the ms made the preliminary 
determination that political contribu
tions to "negative campaigns" would not 
qualify for the credit, the DSCC and 
DNC, on April 3, 1980, filed a petition for 
rulemaking with the Federal Election 
Commission. They sought the promulga
tion of a rule requiring that a notice of 
the IRS ruling appear on all solicitations 
for contributions by political committees 
conducting so-called negative cam
paigns. Fortunately, the Commission 
voted unanimously, 6 to 0, to deny the 
petition on September 25, 1980. 

As of this date, however, the ms rul
ing remains unchanged. On May 15, 1980 
I wrote to then Treasury Secretary G. 
William Miller to express my opposition 
to the ruling and to request that a cor
rective ruling be announced. 

The Treasury Secretary responded to 

me on June 18, 1980 and, in short, re
tused to move on this matter, citing the 
fact that the Treasury would be "re
luctant to interfere in the administra
tion of the Code." 

In addition to introducing this bill 
today, I have written to the new Secre
tary of the Treasury, Donald T. Regan, 
again requesting the issuance of a cor
rective ruling and seeking the Treasury's 
support for this bill. I ask . unanimous 
consent that a copy of my letter to Sec
retary Regan, as well as a copy of former 
Secretary Miller's reply to me of last 
June, be printed in the RECORD at the 
conclusion of my remarks. 

1980 ELECTIONS 

The petitioners sought the ms ruling 
because several "liberal" Senators were 
principal targets of NCPAC's target 1980 
campaign. While NCPAC generally ac
cepts contributions to help conservative 
candidates, the target 1980 campaign 
was administered separately for the pur
pose of opposing "liberal" candidates. 

I completely understand the concern 
that certain of my colleagues may have 
about the effectiveness of campaigns de
signed to challenge them in their bid 
for reelection. I understand because I 
too was threatened in 1980 to be targeted 
for defeat by certain "conservative" 
single interest organizations. Most no
table among those that chose to oppose 
my reelection were those groups who 
disagree with my "pro-choice" position 
on the issue of abortion. 

I have long supported election reforms 
which I believed would bring about the 
increased participation of millions of 
~ericans, diminish the in:tluence of 
single interest groups and which would 
strengthen the political parties. 

But the course of action chosen by the 
DSCC and the DNC is wholly unaccept
able. While we may be working toward 
the same goals, I find the path pursued 
by them to be completely at odds with 
the shared objective of enhancing par
ticipatory democracy. In my view, this is 
a chssic case of where the end clearly 
does not justify the means. 

The aim of the DSCC and DNC was to 
diminish the in:tluence of those organiza
tions which jeopardized the reelection of 
incumbent Senators. The strategy was to 
lessen the groups' effectiveness by reduc
ing the flow of money into their coffers. 
Administrative action was sought which, 
in effect, discouraged political contribu
tions to NCP AC and other groups who 
would wage similar anti-incumbent 
campaigns. 

So, by request, the ms entered the 
picture and subsequentlv determined 
that contributions to NCPAC's target 
1980 effort are not used "to further the 
candidacy of any candidates." Thus, tax 
credits would not be permitted for these 
donations. 

STATUTORY AMBIGUITY 

As mentioned earlier, the ms ruling 
is based on its interpretation of section 
41 (c) (1) <B> of the Internal Revenue 
Code. This section defines the term "po
litical contribution" as a donation or gift 
of money to: 

Any committee, association, or organiza
tion (whether or not incorporated) orga-
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nized and operated exclusively for the pur
pose of influencing, or attempting to inu u
ence, the nomination or elect ion of one or 
more individuals who are candidates for nom
ination or elect ion to any Federal, state or 
local elective public office, for use by such 
committee, association or organization to 
further the candidacy of such individual or 
individuals for nomination to such office. 

Also, a "candidate" is defined in this 
section as: 

With respect to any Federal, state or local 
elective office an individual who--(A) pub
licly announces before tre close of the calen
dar yeg,r following the calendar year in which 
the contribution or gift is made that he is a 
candidate for nomination or election to such 
office, and (B) meets the qualifications pre
scribed by law to hold such office. 

The ms, in reaching its conclusion 
that contributions to so-called "negative 
campaigns" do not meet the test of fur
thering the candidacy and therefore do 
not qualify for the tax credit, has taken 
an extremely narrow interpretation of 
this section. In my view, these definitions 
are ambiguous enough to permit an op
posite conclusion. 

Clearly, a so-called negative campaign 
would meet the criteria of being "oper
ated exclusively for the purpose of in
fluencing * * * the nomination or elec
tion of one or more individuals who are 
candidates" for public office. 

But does such a camoaign "further 
the candidacy" of one of the individuals 
involved? As a matter of commonsense, 
it seems that any expenditure against 
one candidate does, in fact, further the 
candidacy of that candidate's opponent. 
That is, waging a campaign to oppose 
the reelection of an incumbent consti
tutes an expenditure to boost the chances 
for election of his challenger or chal
lengers. Further, it defies commonsense 
to think that any organization would, 
after careful evaluation, concentrate its 
resources, financial or otherwise, on op
posing an incumbent if it did not thtnk 
that some candidate, explicitly identified 
or not, would benefit from their efforts 
and possibly mount a successful chal
lenge to the incumbent. 

Moreover, even in those cases where 
there is no obvious challenger to an in
cumbent at the time a "negative" ex
penditure is made, such an expenditure 
could still be considered as "furthering 
the candidacy of a candidate." 

For example, let us assume monev is 
spent in 1981 to opr>ose an incumbent 
and no political challenge has been be
gun by another candidate. Let us also 
assume that a political opponent does 
surface in 1982. The money spent in 1981 
would still be considered to "further the 
candidacy" of the person who waited 
until 1982 to announce because, accord
ing to this section, a candidate is some
one who "publicly announces before the 
close of the calendar year following the 
calendar year in which the contribution 
or gift is made that he is a candidate for 
nomination of election to such office." 

Thus, I do not think it unfair to con
clude that the ms• narrow interpreta
tion of the statute is clearlv debatable 
and its ruling is highly arbitrary. The 
bill I am now introducing eliminates this 
ambiguous language to clarify this mat
ter permanently. 

CONGRESSIONAL INTENT 

Further, I believe the IRS has improp
erly failed to reflect the intent of Con
gress in coming to a conclusion based on 
ambiguous statutory language. I belk vr 
that the IRS private letter ruling is in 
direct conflict with congressional intent. 

'!'ax credits for political contributions 
were first provided for as part of the 
Revenue Act of 1971. This particular pro
vision was added as an amendment of
fered by our former colleague from 
Rhode Island, Senator Pastore, on the 
floor of the Senate. 

During debate on his amendment 
senator Pastore informed the other S~n
ators that it was his intent to "J?rov1d~ 
an incentive for the small contnbutor 
and that he believed that this mech~
nism was "an opportunity for the ordi
nary citizen to work his will in an arer 
that all too often has been the specia' 
province of the large contributor or thr 
vested interest." 

The ms fails to recognize the role of 
"negative" contributions as ~ .legi~ima~e 
part of broad citizen partiCipatiOn m 
campaigns. For example, "negative" 
c ., muaigning may be the only way to 
initiate the process of an electoral choice 
in a district or State served by a well
ensconced, powerful incumbent. Con
gress did not intend "negative cam
paigning" to dominate or ~o be fayored. 
on the other hand, there IS no evid~nce 
that it was to be discouraged or dnven 
out by ms interpretation. 

Further the IRS position creates def
initional ~certainty. Defining "nega
tive campaigning" is difficult. Even the 
IRS--which seeks to impose the term 
on us-has not made an attempt to fully 
define it. This requires citizen partici
pants to constantly seek to appraise the 
"negativeness" of their actions. The .r~
sulting confusion will chill free partici
pation in campaigns and it will reduce 
the amount of political speech. These re
sults are clearly contrary to the intent 
of congress. 

On May 5, 1977, I testified before the 
Senate Committee on Rules and Admin
istration on the topic of political cam
paign financing. That same day I, along 
with Senators BAKER, NUNN, and TAL
MADGE, introduced legislation liberalizing 
the tax credit for political contributions. 
This legislation was reported by the Sen
ate Finance Committee on May 18, 1977. 
The concept embodied in the bill could be 
summarized by an excerpt from my re
marks upon its introduction: 

What we should be doing in this Congress 
is not trying to figure out how we can limit 
and eventually prohibit free choice in pri
vate cont ributions to campaigns. We should 
be trying to figure out how we can encourage 
private contributors. 

Congress recogn'ized that tax credits 
for political contributions offer such en
couragement. The Senate Finance Com
mittee adopted an amendment to the 
Revenue Act of 1978 which doubled the 
maximum amount of the tax credit for 
political contributions. A tax credit can 
now be taken on one-half of a contribu
tion up to a maximum of $50, or $100 in 
the case of a joint return. This provision 
was sanctioned by a House-Senate con-

ference committee and was signed into 
law. 

The Senate Finance Committee report 
gives the be3t indication of the rationale 
behind the provision: 

The Committee believes that the credit for 
political contributions c:m b':} an effective 
means of encouraging individuals to partici
pate actively in the electoral process by do
nating to the candidate or party of their 
choice. The credit, in effect, reduces the cost 
of an eligible contribution to the donor. In 
addition, it has the same value at all income 
levels, and is available regardless of whether 
tho individual itemizes deductions. Moreover, 
since the credit is small, it probably has the 
greatest incentive effect with respect to con
tributors of moderate amounts. 

To further expand individual participa
tion in the electoral process, through the en
courage-ment of political contributions, the 
Committee believes that it is appropriate to 
increase the maximum amount of the credit 
for political contributions. 

Thus, in making the tax credits avail
able for political contributions, Con
gress moved to actively encourage 
greater participation in the electoral 
process and the public discussion of po
litical issues. In contrast, the illS letter 
rul :ng would result in a disallowance of 
the tax credit and would actually dis
courage participation. 

As a member of the Senate Finance 
Committee, and as one of the principal 
authors of that legislation, I believe that 
discouraging participation by curtailing 
the availability of the tax credit for po
litical contributions is totally at odds 
with the intent of Congress. 

The bill I am introducing now will 
make it unmistakeably clear that Con
gress intends to make the tax credit 
available to everyone for contrib"-ltions 
they make to candidates, parties and 
political groups of their choice. 

CONSTITUTIONAL CONFLICT 

Mr. President, I believe that there are 
serious constitutional issues raised here 
as well. 

In Buckley v. Valeo, 424 U.S. 1 <1976), 
the Supreme Court held that broad citi
zen participation in the electoral process 
is vital. I believe that the IRS ruling is 
contrary to this philosophy. 

In the Buckley case, the appellant.3 ar
gued "by analogy" to the religion clause 
of the first amendment that public 
financing of campaigns, however meri
torious, violated the first amendment. 
The Supreme Court had held that the 
religion clause-"Congress shall make 
no law respecting an establishment of 
religion, or prohibiting the free exercise 
thereof"-require the state to remain 
neutral in matters of religion. 

The Court held that the analogy was 
inapplicable because "instead of abridg
ing, restricting, or censoring free 
speech," it promoted the use of public 
funds "to facilitate and enlarge public 
discussion and participation in the elec
toral process, goals vital to a self-gov
erning people." 

I believe that the Court may react dif
ferently to the same argument, as ap
plied to the illS private letter ruling. It 
would be totally inconsistent with the 
goals of "facilitating and enlarging 
public discussion and participation." Its 
net effect will be to discourage political 
contributions and involvement. 
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The IRS interpretation rewards "posi
tive" contributions and fails to reward 
"negative" contributions. In a relative 
sense, then, the so-called negative cam
paign contributions of individuals would 
be burdened by the imposition of an ad
ministrative restriction on the availa
bility of the tax credit. This would be 
at odds with the protections granted 
under the first amendment, as evidenced 
in the Court's ruling in Speiser v. 
Randall, 357 U.S. 513, 536 <1958): 

Plainly a community may not suppress, or 
the state tax, the dissemination of views be
cause they are unpopular, annoying or dis
tasteful. (citations omitted) If the Govern
ment may not impose a tax on the expres
sion of ideas in order to discourage them, it 
may not achieve the same end by reducing 
the individual who expresses his views to 
second-class citizenship by withholding tax 
benefits granted to others. When government 
denies a tax exemption because of a citizen's 
belief, it penalizes that belief. 

This principal has been reamrmed in 
other of the Supreme Court's decisions. 
In Buckley it was noted that: 

The Court's decisions on Mills v. Ala
bama . . . and Miami Herald Publishing Com
pany v. Tormillo . .. held that legislative 
restrictions on advocacy of the election or 
defeat of candidates are wholly at odds with 
t he guarantees of the First Amendment. 

Presumably, administrative restric
tions are not privileged. This idea was 
further elaborated upon in the Buckley 
decision, where the Justices observed: 

It is argued that the ancillary govern
mental interest in equalizing the relative 
ability of individuals or groups to infiuence 
the outcome of elections serves to justify 
the advocacy of the election or defeat of 
candidates imposed by ... expenditure ceil
ings. But the concept that government may 
restrict the speech of some elements of our 
society in order to enhance the relative 
voices of others is wholly foreign to the First 
Amendment. which was designed to secure 
" t he widest possible dissemination of infor
mation from diverse and antagonistic 
sources," and "to assure unfettered inter
change of ideas for the bringing about of 
political and social changes desired by the 
people." (New York Times Company v. Sulli
van, 376 U.S. 254 ( 1964), at 266, 267, quoting 
Associated Press v. United States, 326 U.S. 
1, 20 (1944). 

Mr. President, I am pleased to say that 
the American Civil Liberties Union has 
joined me in opposing the ms deter
mination on constitutional grounds. The 
arguments of the ACLU are articulated 
clearly in a letter to me of May 6, 1980 
from Mr. Arthur Eisenberg on behalf of 
that organization. I would like to share 
the contents of that letter with my col
leagues, and I ask unanimous consent 
that the letter be printed in full at the 
conclusion of my remarks. 

CONCLUSION 
Mr. President, I have spoken here to

day in opposition to the administrative 
action taken by the Internal Revenue 
Service. I believe this action to be wrong. 
It fails to reflect the intent of Congress 
and seriously jeopardizes our constitu
tionally protected rights of political ex
pression. 

It is absolutely vital that this issue be 
addressed. I am hopeful that Treasury 
Secretary Regan will announce a correc-

tive ruling and that this important piece 
of legislation wins enactment at the 
ear'liest possible date. I a.sk unanimous 
consent that the text of this bill be 
printed in the RECORD. 

There being no objection, the bill and 
the letters were ordered to be printed 
in the REcORD, as follows: 

s. 352 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, That sub
paragraph (B) of section 42(c) (1) of the 
Internal Revenue Code of 1954 (defining 
political contribution) is amended by strik
ing out "to further the candidacy of such 
individual or individuals for nomination or 
election to such office" and inserting in lieu 
thereof "for such purpose". 

SEc. 2. The amendment made by the first 
section of this Act shall apply with respect 
to taxable years ending after December 31, 
1971. 

COMMITTEE ON FINANCE, 

Washington, D.C., January 30, 1981. 
Hon. DONALD T . REGAN, 
Secretary, Department of the Treasury, 
Washington, D.C. 

DEAR MR. SECRETARY: I write to you to ex
press my strong objections to an Internal 
Revenue Service private letter ruling issued 
on February 12, 1980. 

The particular ruling to which I refer 
made a preliminary determination that con
tributions to so-called "negative campaigns" 
would not qualify for the standard tax credit 
under 26 U.S.C. 41. A "negative campaign" 
was arbitrarily defined as one which is for 
the purpose of defeating specified candidates 
for elective office. 

I strongly disagree with the conclusion 
reached by the Service for several reasons. 
First, the position of the Internal Revenue 
Service is based upon a narrow interpreta
tion of highly ambiguous statutory language. 
In my view, the statute allows quite an 
opposite conclusion. 

Secondly, in light of the vagueness of the 
language in the statute, I feel that the Inter
nal Revenue Service has improperly failed 
to reflect the intent of Congress in making 
its determination. In fact, the e1Iect of the 
ruling would be to discourage participation 
in the electoral process; such action is totally 
at odds with Congressional intent. 

Lastly, I believe, as does the American Civil 
Liberties Union, that administrative action 
stemming from this ruling may be in viola
tion of our constitutionally-protected rights 
of political expression. 

On May 15, 1980 I wrote to then-Secretary 
of the Treasury G. William Mlller to express 
these objections to the private letter ruling 
and to request that a corrective ruling be 
announced as soon as possible to minimize 
the harm this may have on Congressional 
e1Iorts to broaden citizen participation in 
the democratic process. 

I was disappointed when Secretary Miller 
refused to make such a corrective ruling. I 
have attached a copy of his reply to me, dated 
June 18, 1980, for your consideration. 

I intend to introduce legislation to clarify 
the statutory language so that the intent of 
Congress will be clear: to encourage greater 
individual participation in the electoral 
process and the public discussion of political 
issues. 

I am hopeful that the Department of the 
Treasury will now issue a correct! ve ruling 
and that the legislation I introduce to clar
ify this matter once-and-for-all will have 
your support. 

I appreciate your consideration in this and 
look forward to hearing from you. 

Cordially. 
BOB PACKWOOD. 

THE SECRETARY OF THE TREASURY, 
Washington, D.C., June 18, 1980 . 

Hon. BOB PACKWOOD, 
U.S. Senate, 
Washington, D.C. 

DEAR BoB: Thanks for your letter of May 
15 concerning the recent Internal Revenue 
Service private letter ruling on tax credits 
for political contributions to so-called "neg
ativ e campaigns." 

As you know, the Internal Revenue Service 
has a long-standing practice of issuing rul
ings stating the Service's position on the 
a~plication <;>f the internal hevenue Code to 
particular factual situations. The issuance 
of private letter rulings falls within the am
bit of the Service's responsibility for admin
istering the tax laws and unlike regulations, 
does not require concurrence by the 
Secretary. 

Commissioner Kurtz has carefully reviewed 
this matter and believes that the Service's 
ruling is the proper interpretation of the 
wording of the statute supportable by the 
legislative history. 

In the absence of a clearly erroneous in
terpretation, or confiict with a major tax 
policy goal, the Treasury is reluctant to in
terfere in the administration of the Code. 

Your letter also raises broader constitu
tional issues based upon the statute as ap
plied by the Service. Under the circum
stances, these would seem primarily ques
tions for the courts. 

Of course, if Congress wishes to provide a 
tax credit for contributions to "negative 
campaigns," a change in the statute is al
ways the appropriate way to do so. 

Best wishes. 
Sincerely. 

G. WILLIAM MILLER. 

NEW YORK CIVIL LmERTrES UNION, 
New York, N.Y., May 6, 1980. 

Hon. BOB PACKWOOD, 
Dirksen Senate Office Building, 
Washington, D.C. 

DEAR SENATOR PACKWOOD: The Internal 
Revenue Service, in a letter ruling dated 
February 12, 1980, has taken the position 
that, pur-suant to Section 41 of the Internal 
Revenue Code, persons will not be given tax 
credi ts for political contributions to those 
organizations that merely criticize or oppose 
candidates where such organizations do not 
affirma;tively promote rival ca.nd1dates. The 
IRS ruling rewards electoral advocacy where 
the speech promotes the election of candi
dates and it penalizes political statements 
that exclusively oppose the election of can
didates. 

I am wri tlng on behalf of the American 
Civil Liberties Union and its New York State 
affiliate, the New York Civil Liberties Union, 
to express our deep concern with this recent 
IRS ruling. We are concerned, first, that this 
ruling serves to reinforce a statutory regime, 
under Section 41 of the Internal Revenue 
Code, in which the federal government is 
peD.3.117.ing and, in e1Iect, censoring political 
speech based upon the content of the speech 
and the political affiliation of the speakers. 
rn this respect, Section 41, as interpreted by 
the IRS, plainly conflicts with our First 
Amendment tradition, a tradition that is 
built upon the proposition that government 
cannot disfavor political speech or organiza
tions that it deems unworthy but must, in
stead, remain neutral with respect to the 
expressive or speechmaking activity of all 
its citizens. We are also concernei that this 
ruling renders Section 41 excessively vague 
and, therefore, violates First Amendment 
"vagueness" principles. 

In order to fully demonstrate the constitu
tional difficulties presented by the recent IRS 
ruling, it may be useful, at the outset, to 
briefly sketch the statutory formulation set 
forth in Section 41 of the Code, and to iden
tify how Section 41 will apply in a. variety 
of situations. 
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' Under Section 41 of the Code, ta.x credits 
can be taken for pollticaJ. contributions in 
three general c1rclllll5ta.n.ces: First, for di
rect contributions to •·a candidate for nomi
nation or election to any .i! eaeral, State, or 
local elective . . . office." 26 U .S.C. 41 (c) ( 1) 
(A); second, for contri·butions to national, 
state, or local committee.s o! a national polit
ical party.1 26 U.S.C. 41(e) (1) (C), (D), (E); 
Third, where a contribution is given to any 
"organization ... operated exclusively for 
the purpose of influencing . . . the election 
of one or more candidates ... [where the 
contribution is given] for use by such ... 
organization to 1urther the candidacy of such 
individual or individua.ls." 26 U.S.C. 41(c) 
(1) (B). 

It was subsection 41{c) {1) (B) that was 
the subject of the February 12 IRS ruling. 
And in interpreting this subsection, lRS 
emphasized the language of the provision 
which suggests that in order to qualify for a 
tax credit the contribution must be made 
"to further (a) candidacy ..... " (em
phasis supplied). In seizing upon the re
quirement that contributions under 41 (c) 
(1) {B) must be made in "furtherance" of 
a candidate's election, the IRS ruling com
bines with the statutory language of 41(c) 
(1) (C), (D), and {E) to establish various 
categories of political speech, some of which 
will be favored with a tax credit others of 
which will not. The categories depend en
tirely upon two criteria: The content of the 
speech and the popularity of the political 
organizations engaging in the speech. For 
example, under the specific circumstance of 
the February 12 IRS ruling, contributions to 
a political action committee such as the 
National Conservative Political Action Com
mittee (NCPAC) that engages in negative 2 

political campaigning are not entitled to tax 
credits. But, contributions to the national 
committee of the Republican or Democratic 
Party would be entitled to tax credits, even 
if the Republican or Democratic national 
committees were to engage in precisely the 
same sort of negative political ca.mpaigmng 
as that undertaken by NCPAC. Similarly, 
contributions to the national committees of 
the Socialist Party, U.S.A.3 would not be eli
gible for a tax credit where the Socialist 
Party engages in precisely the same sort of 
negative campaigning as that undertaken by 
the Republicans and Democrats because that 
organization does not qualify as a committee 
of a national political party, as defined by 
26 U.S.C. 41(c) (3). 

The disparity in treatment under Section 
41 is thus manifest. The Republican and 
Democratic political parties (and other ma
jor political parties) can engage in both 

1 A national political party is defined as a 
political party whose presidential candidate 
appears on the ballot in ten states. Where 
the contrLbution is made during a presiden
tia.l election year, the deterlllination of 
whether a pa.rty qualifies as a national politi
cal party is made by examining the election 
b.a.llots in that presidential year. Where the 
contribution is made during a nonpresiden
tia.l election year, the determination of 
whether a party qualifies as a national politi
cal party is made by ex:tmining the election 
ballots in the preceding presidential elec
tion. 

2 Negative political campaigning was de
scribed in the IRS letter ruling as "an inde
pendent expenditure program directed in op
position to the nomination and election of 
several identified ... candidates for elective 
public office." IRS letter of February 12 
1980, Index No. 0041.00-00 at p 1 ' 

a The Socialist Party, U.S.A. with. a vener
able political tradition, dating back to the 
presidential candidacies of Eugene Deb 
would not qualify as a national politic!i 
party under 26 U.S.C. 41(C) (3) because Its 
presidential candidate appeared on the bal
lot in only seven states during the 1976 
election. 
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affirmative and negative political campaign
ing. Smaller or les.s popular political parties 
are penalized for engaging in negative politi
cal campaigning as are all political action 
committees that are not organized as politi
cal parties. This disparity of treatment-
based as it is, both upon the content of 
the political speech and the popularity of 
the political parties undertaking to speak
violates the First Amendment. 

The Supreme Court has repeatedly insisted 
that "[a]bove all else, the First Amendment 
means that government has no power tore
strict expression because of its message, its 
ideas, its subject matter or its content." 
Police Department v. Mosely 408 U.S. 92, 95 
(1972). Moreover, the First Amendment is 
offended as much by statutory disincentives 
as by direct prohibitions based upon content 
or subject matter. As Justice Douglas pointed 
out in Speiser v. Randall, 357 U.S. 513, 536 
(19!:·8) (concurring opinion): 

" 'Plainly a community may not suppress, 
or the state tax, the dissemination of views 
because they are unpopular, annoying or dis
tasteful.' [ citations omitted] If the Govern
ment may not impose a tax upon the expres
sion of ideas in order to discourage them, it 
may not achieve the same end by reducing 
the individual who expresses his views to 
second-class citizenship by withholding tax 
benefits granted others. When government 
denies a tax exemption 'because of the 
citizen's belief, it penalizes that belief. That 
is different only in form, not substance, 
from the 'taxes on knowledge' which have 
had a. notorious history in the English
speaking world ... " 

The First Amendment's prohibition against 
governmental favoritism regarding the con
tent of speech extends to a prohibition 
against the state favoring or disfavoring cer
tain speechmakers because of their political 
affiliation or favoring ot'bers because of the 
popularity or social utility of their ideas. 
This basic theme has been consistently ar
ticulated by the Supreme Court. Thus, in 
NAACP v. Button 371 U.S. 415, 445 (1963), 
the Court observed: 

"The Constitution protects expressi-on and 
association without regard to the race, creed 
or political or religious affiliation of the mem
bers of the group which invokes its shield, or 
to the truth, popularity or social utility of 
the ideas and beliefs which are offered." 

This theme has been most frequently in
voked where the state has either created a 
public forum or where a governmental entity 
is supervising First Amendment access to a 
public facUlty. For example, when a munici
pality regulates speechmaking access to thQ 
~treets. sidewalks, parks, or a public audi
torium, it cannot make content-based judg
ments about who may or may not speak or 
what may or may not be said. It is axiomatic 
that in such circumstances the First Amend
ment's comma:!1d of governmental neutralitv 
limits the municipality to judgments based 
onlv upon "time. place, or manner." Cox v. 
Louisiana 379 U.S. 536, 558 (1965); Niemotko 
v. Maryland 340 U.S. 268 (1950); Fowler v. 
Rhode Island 345 U.S. 67 (1953). 

The constitutional requirement of go..,ern
mental neutrality has also been applied to 
the impo:;ition of tax exemptions. For ex
ample. California enacted a statute requiring 
that any person seeking a property tax ex
emption must sign a statement on the tax 
return declaring that such pers::n does not 
advocate the unlawful overthrow of govern
ment. Persons refusing to subscribe to such 
a statement were denied tax exemptions. In 
Speiser v. Randall, suvr't, the Supreme Court 
invalidated the California. enactment. The 
Speiser decision. is most often cited. fer the 
proposition that vague statutes and pro
cedures affecting First Amendment freedoms 
are suspect because they force persons to 
"steer far wider of the unlawful zone" than is 
necessarv. Id. at 526. In fact, at the heart of 
the Speiser decision is the notion that gov-

ernment may not use its tax laws to favor 
cena.iu polltwal positions ang disfavor others. 

In Police Department v. Mosley 408 U.S. 92 
(1972) the bupreme Court held a. Chicago 
ora.m.a.n.ce uncon.stitutiona.l where the orai
nance prohibited all forms of peaceful pick
etmg wit-hin 1o0 feet of a puolic school ex
cept for picketing arising out of a labor 
dispute. 'lhe Mosley decision rested upon the 
ooser~tion that the Chicago orainance selec
ti-vely granted the right to picket based upon 
the content of the speech and the labor af
filiation of the speaKers. In this regard, the 
Court declared, supra, at 96: 

" [ U J naer the Equal Protection cia use, not 
to mention the First Amendment itself, gov
ernment may not select which issues are 
worth discussing or debating in public facil
ities .... '!·here is an 'equality of status in 
the field of ideas,' and government must af
ford all points of view an equal opportunity 
to be heard .... " 

Section 41, as presently interpreted by the 
IRS, thus, violates the neutrality principles 
underlying the Supreme Court decision in 
Speiser and articulated by the Court in 
Mosley. Section 41 favors the most popular 
political parties over the smaller parties. And 
it rewards certain kinds of political state
ments while penalizing other attempt at elec
toral advocacy. 

While the primary thrust of our confern is 
with the violation of First Amendment "neu
trality" principles presented by the Febru
ary 12 IRS ruling, we are also concerned that 
the ruling raises First Amendment "vague
ness" and "overbrea.dth" problems. The First 
Amendment is not only offended by govern
mental favoritism. It is also violated by laws 
that are imprecise and that, therefore sweep 
too broadly with respect to express activity. 
The dangers inherent in vague or overly 
broad statutes that affect speech are three
fold: First, the individual who is subject to 
the statute will be uncertain as to that 
speech which is proscribed and that which is 
not; Second, public officials who must en
force the laws will be similarly confused 
about the reach of the statute; Thirdly, 
vague and overly broad statutes will confer 
excessive discretion upon public officials who 
may wish to use the statutes to single out 
unpopular views for discriminatory enforce
ment. See Gooding v. Wilson 405 U.S. 518 
(1972). The IRS attempt to distinguish "af
firmative" from "negative" electoral advocacy 
suffers from all of the vices inherent in a 
vague and overly broad statute. Jt is entirely 
unclear how and where one would draw the 
line between an "affirmative" and "negative" 
political campai~n. And for this reac:on, as 
well, we believe the present IRS interpreta
tion of Section 41 renders it unconstitutional. 

In sum, Section 41, as presently inter
preted and applied bv the IRS, suffers from 
considerable constitutional imperfections. 
We, therefore, urJ!'e that vou undertake all 
appropriate legislative action in an effort to 
rectify these deficiencies. 

Sincerely, 
ARTHUR EISENBERG .• 

By Mr. JEPSEN: 
S. 351. A bill to amend the Older 

Amertrans Act of 1965 to provide special 
emph!3.sts for emplovment opportunities 
for the elderlv with skUls reJating to 
home repa;r, to provide for demonstra
tion projects under which private l::'usi
nesc:; is encouraged to employ the elderly 
with skms relating to home repair, and 
to provide assistance to the elderly for 
the installation of security devices in 
their residences, and for other purposes; 
to the Committee on Labor and Human 
Resources. 

OLDER AMERICANS AMENDMENTS OF 1981 

• Mr. JEPSEN. Mr. President, at a time 
when this country's natural resources 
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seem to be shrinking, it is unfortunate 
that we are overlooking one great na
tional resource--the elderly. M:llions of 
trained and experienced older Americans 
make up a significant reservoir of talent 
in this country. For this reason, I am 
reintroducing a measure I originally in
troduced in the 96th Congress which was 
not considered then because of time 
constraints. 

This new bill amends the Older Ameri
cans Act to provide special employment 
opportunities for the elderly. In addi
tion, it would provide assistance to the 
elderly for the installation of security 
devices in their residences. 

America cannot afford policies that 
deliberately ignore people still capable 
of making significant contributions to the 
productivity of this Nation. If we do, we 
stand to create an even bigger problem 
as the number of young workers shrinks 
in comparison to the growing number of 
dependent older beneficiaries who must 
be supparted. 

With unemployment reaching record 
levels, it will be difficult, but not impossi
ble, to encourage older Americans to 
continue working. There are jobs they 
can fill, and they want to work. Un
fortunately, Federal policies discourage 
them from doing so. 

When I say jobs, Mr. President, I am 
not talking about "make-work" jobs, but 
real jobs. Jobs where older Americans 
can use their skills and experience to 
help train younger workers. Jobs where 
older Americans can make a contribu
tion to the improved productivity of this 
Nation. Jobs that they can take pride 
in holding. 

We do a great deal of talking in this 
country about the work ethic. We place 
a great deal of emphasis on the impor
tance of working and of making a con
tr:bution to society. For the most part, 
work and its relation to self-worth is an 
ideal which is deeply engrained in an 
older person's mind. Why is it, then, that 
just because someone reaches an arbi
trary age, society says: "You can't work 
anymore. You can't contribute to so
ciety. You're too old to be retrained." 
What we're really saying is, '·You're not 
useful anymore." 

Mr. President, I am not saying we 
should force people to keep working if 
they do not want to, but we should mJ.ke 
every effort to encourage those who do. 

My bill will not totally solve this prob
lem. but it will send a clear signal to all 
workers, young and old, that the Federal 
Government recognizes the vital role 
older Americans can continue to play 
in our society. Furthermore, it shows 
them that there is some meaning behind 
these words. I urge my colleagues to join 
me in this effort.• 

By Mr. DIXON (for Mr. PERCY): 
S. 354. A bill to amend the Export Ad

m~nistration Act of 1979; to the Com
mittee on Banking, Housing and Urban 
Affairs. ' 
AGRICULTURAL EXPORT PROTECTION ACT OF 1981 

. Mr. P~Y. Mr. President, today I am 
mtroducmg along with my distinguished 
colleague from illinois, Senator ALAN 
I?rxoN, the Agricultural Export Protec
tiOn Act of 1981. The sole purpose of this 

legislation is to prohibit restrictions on 
the export of agricultural products to 
any country for foreign policy or na
tional security reasons, unless such an 
embargo is in conjunction with an 
across-the-board ban on all trade with 
that country. Never again would the 
agricultural sector of our economy be 
singled out by Presidential order alone 
to bear a disproportionate share of the 
burden made necessary by difficult for
eign policy decisions. 

On January 4, 1980, when President 
Carter, in response to the brutal inva
sion of Afghanistan, canceled contracts 
for the sale of 1 ·7 million metric tons 
<MMT) of U.S. corn, wheat, and soy
beans to the Soviet Union he signaled a 
willingness on the part of this country 
to use food as a "tool" or "weapon" in 
furthering U.S. f'Oreign policy objec
tives. This was, to my knowledge, the 
very first time the United States had em
bargoed or suspended sales of agricul
tural products to any major trading mar
ket for foreign policy purposes. I am con
fident this action was not taken lightly, 
but it has had, nonetheless, a tremendous 
impact on the farming community in 
this country. 

President Carter exercised his author
ity under the Export Administration Act 
of 1979, as amended, to impose Govern
ment restrictions on U.S. exports for both 
foreign policy and national security rea
sons. According to the act, the Congress 
had a 30-day disapproval mechanism for 
any foreign policy controls placed on the 
export of agricultural products. How
ever, by exercising the authority for na
tional security controls as well, the Presi
dent effectively avoided a congressional 
review and possible veto of his action. 

On January 2, 1981, President Carter, 
in one of his last official acts as Presi
dent, extended the partial embargo on 
grain shipments for another year. This 
action is currently under extensive re
view by the new administration. 

It is not my purpose here to debate or 
discuss the pros and cons of whether the 
grain embargo should be extended or re
scinded. This is an action that the Presi
dent must consider and has the sole au
thority to execute. In addition, I believe 
there is wide recognition that there exist 
circumstances in which the economic 
benefits and the presumption against 
Government interference with participa
tion in international commerce by U.S. 
citizens are outweighed by the potential 
adverse effect of particular exports on 
the national security, foreign policy, or 
economy of the United States. While the 
general need for export controls has been 
consistently reaffirmed by successive ad
ministrations and Congresses, the way 
in which controls are administered has 
generated considerable controversy. 

The so-called grain embargo has en
gendered a great deal of rhetoric, espe
pecially during the recent Presidential 
campaign; it has been the subject of 
heated debate all across America. The 
debate centers not on this particular ac
tion alone, but on the whole question of 
the use of food as a tool in the conduct 
of foreign policy. 

Representing our Nation's. largest agri
cultural exporting State, I have felt a 

special responsibility to monitor this par
ticular foreign policy action. The farm
ing community in lllinois and the agri
cultural machine industry centered in 
illinois, have been particularly outspoken 
on the subject of grain embargoes, in
cluding this one. This past year, I have 
met with farm families, in their homes, 
to discuss this issue and other matters of 
particular interest to farmers. In addi
tion, at two meetings of my agricultural 
advisory committee last year the grain 
embargo was the major topic of discus
sion. 

From these discussions, one message 
is communicated loud and clear. Upon 
reflection, it is an understandable con
cern and one that leads me to this action 
today. The tens of thousands of illinois 
farmers, and their fellow farmers across 
the country, are patriotic Americans. 
They support a strong national defense 
and a strong America. However, the 
American farmer is puzzled and confused 
about a society that restricts trade in 
their product while allowing business as 
usual in the trade of other nonagricul
tural goods, particularly, when it is their 
product alone that meets basic human 
needs. 

I am introducing today the Agricul
tural Export Protection Act to amend 
the Export Administration Act in such 
a manner as to preclude in the future, 
the restriction of agricultural exports in 
other than a total trade embargo. If for 
some foreign policy or national security 
reason agricultural products were singled 
out for export control, the prior approval 
of both Houses of Congress would be re
quired. There is every justification for 
congressional involvement when a sud
den change of policy is made with respect 
to agricultural commodity exports. In ef
fect, the adoption of this legislation 
would say to all farmers and their cus
tomers around the world that if we em
bargo agricultural products for foreign 
policy reasons, one group will never again 
be asked to bear the full burden of such 
an action. 

Mr. DIXON. Mr. President, I am 
pleased to join my distinguished senior 
colleague from lllinois, Senator PERCY, 
in introducing legislation requiring the 
President to get congressional approval 
before implementing any future selec
tive embargoes of agricultural commod
ities for foreign policy reasons. 

The bill amends the Export Adminis
tration Act to prohibit the President 
from imposing an embargo on agricul
tural exports to any country for foreign 
policy reasons unless the Congress first 
adopts a concurrent resolution approv
ing the embargo, or unless the ban on 
agricultural exports is part of a total 
embargo on exports to a country. 

It also clarifies that the President does 
not have authority to embargo agricul
tural exports for national security 
reasons; Congress never intended the 
national security embargo authority to 
apply to food. The bill does not change 
the President's authority to embargo 
agricultural commodities if those com
modities are in short supply in the 
United States. 

The need for the legislation is clear. 
American Presidents, both Democratic 
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and Republican, have imposed three em
bargoes of agricultural commodities in 
the last years. Two of the embargoes 
were designed to insure adequate sup
plies of grain in the U.S. market at 
reasonable prices; the third, which is 
still in effect, is designed to punish the 
Soviets for their invasion of Afghanistan. 
There has been considerable controversy 
over the question of whether any or all 
of these embargoes succeeded in the 
short term. Over the longer term, how
ever, I think that the answer is much 
more clear; the embargoes were, and are, 
generally poor public policy for a num
ber of reasons. 

First, embargoes feed the general im
pression that the United States is im
pulsive and an unreliable supplier of 
goods and services. The result has been 
that increasingly, nations come to the 
United States for the purchase of food 
and other goods and services only as a 
last resort. 

It is particularly important that the 
United States be seen as a reliable food 
supplier because of the increasing in
ability of many of the world's states to 
grow their own food. Total world grain 
exports, for example, have risen to over 
14 percent of total world grain consump
tion, up from less than 10 percent 20 
years ago. 

Foreign countries unable to find other 
suppliers try to safeguard their pur
chases from the United States by enter
ing into bilateral agreement with the 
U.S. Government. Some experts believe 
that if we continue down this path, we 
could end up with as much as 65 percent 
of our supplies allocated under agree
ments. Another bad crop year, another 
year of drought, could result in sky
rocketing prices, leaving the Govern
ment with almost no alternative but to 
impose further export controls. 

Even in the face of rapidly rising 
worldwide demand for food, how
ever, the United States cannot compla
cently assume the continuation of its 
predominant position in world agricul
tural markets. The United States is the 
world's largest food exporter, regularly 
supplying more than half the world's 
grain exports. But U.S. soybean grow
ers, to cite just one example, face grow
ing foreign competition. Expansion of 
Brazilian soybean production has en
abled Brazil to capture a large share of 
the world market for soybeans and soy
bean meal. 

Embargoes, or even the possibility of 
embargoes, make it more difficult for our 
farmers to meet increased foreign com
petition. They act to increase the vola
tility of the marketplace, making it dif
ficult for fanners to plan intelligently. 
They can result in a period of depressed 
prices for agricultural commodities, un
dermining farm income. American 
fanners are extremely efficient pro
ducers, but they operate on a thin mar
gin of profit. A drop in prices due to an 
embargo can act to make their entire 
year's work unprofitable. 

Embargoes can also have adverse im
pact on the U.S. balance of paYments. 
They can act to weaken the dollar, al
ready under serious assault. They re-

quire taxes and Treasury borrowings to 
finance. In short, the economic costs in
clude inflation, economic stagnation, 
and unemployment, the full extent de
pending in part upon the uncertain dur
ation of the embargoes. 

Mr. President, I am not suggesting 
that an embargo is never sound public 
policy. I do believe, however, that farm
ers should not be singled out as targets 
for export controls except under excep
tional circumstances. Agricultural ex
ports are too important to the U.S. econ
omy for decisions on embargoes to be 
made without prior congressional ap
proval. 

The legislation Senator PERCY and I 
have introduced today will not prohibit 
the President from ever imposing an em
bargo on the export of agricultural com
modities to any country. It simply says, 
that if the President wants to embargo 
only agricultural commodities for for
eign policy reasons, Congress must first 
pass a concurrent resolution of approval. 
In view of the problems caused by em
bargoes, I believe it is entirely reasonable 
to require congressional approval before, 
rather than after, an embargo is imple
mented. Further, as I stated earlier, the 
President would retain his authority un
der existing law to embargo agricultural 
exports to a country as part of a total 
embargo without first seeking congres
sional approval. 

The legislation we are introducing to
day is sound and does not unduly restrict 
the President's authority. Although it 
does not deal with embargoes proposed 
for short-supply reasons, it does repre
sent a step forward. It helps provide ad
ditional assurance to the American 
farmer that the United States is com
mitted to increasing agricultural ex
ports. I urge its speedy enactment. 

Mr. President, I ask unanimous con
sent that the bill be printed in the 
RECORD. 

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

s. 354 
Be it enacted by the Senate and House 

of Representatives of the United States of 
America in Congress assembled, That (a) 
section 7(g) of the Export Administration 
Act of 1979 is amended by adding at the end 
thereof the following: 

"(4) (A) If the authority conferred by sec
tion 6 of this Act is proposed to be exercised 
to prohibit the export of one or more agri
cultural commodities to any foreign country 
other than in connection with a prohibition 
of all exports to such country, such prohibi
tion may become effective only after the 
Congress adopts a concurrent resolution ap
proving such prohibition. 

"(B) The authority conferred by section 5 
of this Act may not be exercised to prohibit 
the export of one or more agricultural com
modities to any foreign country.". 

(b) Section 7(g) (3) of such Act is 
amended by adding at the end thereof the 
following: "This paragraph does not apply 
to any prohibition of exports described in 
paragraph (4) (A).". 

By Mr. PRESSLER: 
S. 355. A bill to amend the title V 

financial assistance program. the Rail
road Revitalization and Regulatory Re
form Act of 1976, and for other purposes; 

to the Committee on Commerce, Science, 
and Transportation. 

FINANCIAL ASSISTANCE TO RAILROADS 

Mr. PRESSLER. Mr. President, I am 
pleased to introduce this legislation 
which places Federal financial assistance 
to railroads in its proper perspective. 
When title V of the Railroad Revitali
zation and Regulatory Reform Act of 
1976 (4-R Act) was passed, Congress 
intended that Federal financial assist
ance to the railroad industry should go 
to those railroads with meritorious proj
ects for which funds could not be gen
erated in the private money market. Un
der the original law, the Federal Govern
ment would serve only as a bank of last 
resort. Unfortunately, Mr. President, the 
legislation has been subsequently 
amended, and now all railroads are able 
to receive funds for rehabilitation and 
improvement financing. 

While I have no philosophical objec
t!on to helping the Nation's railroad in
dustry obtain desperately needed funds 
to undertake rehabilitation and improve
ment projects, I believe the serious is
sue of financial priorities must be re
evaluated in light of these fiscally aus
tere times. The Federal Government is 
not, and should not be, the prime source 
of funding for all railroad rehabilitation 
and improvement financing. Rather, we 
should insure that the limited funds 
available are channeled to those rail 
systems that have exhausted all oppor
tunities in the private sector and who 
otherwise would not be able to under
take essential improvement programs. 

Mr. President, I am not suggesting 
that blank checks be made out to all rail 
systems. My bill proposes that those rail
roads with "meritorious projects" who 
have difficulty generating funds in the 
private money market should receive pri
ority status by the Secretary of Trans
portation when compared to other rail
roads who have the financial posture to 
generate capital on the private market. 
I want to emphasize to my colleagues 
that my legislation does not subject the 
Government to the possibility of a de
fault. Existing law already provides that 
all these financial assistance loans must 
be secured by the assets of the borrow
ing corporation or the estate, if it should 
be a railroad in bankruptcy. Further, the 
law already provides that if it is a rail
road operating under section 77 of the 
Bankruptcy Act, the Federal Govern
ment shall have a lien on the estate 
which is superior to the claims of all 
creditors of the estate. 

Finally, I should like to point o~t that 
those carriers operating under section 77 
of the Bankruptcy Act should be given 
priority consideration for financial as
sistance by the Secretary of Transporta
tion. A bankrupt railroad, Mr. Preside~t, 
was specifically the class of railroad orig
inally contemplated to receive the most 
immediate attention when the 4-R. Act 
was originally passed in 1976. Accor~Ig
ly, the legislation th~t. I am introducmg 
reemphasizes the origmal intent of the 
4-R Act financial assistance progra~s. 

I should now like to point to a sltua.
tion in which the title V financial assist .. 
ance program as originally designed by 
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the 4-R Act proved to be the key factor 
in helping to "turn around" a bankrupt 
carrier. The Boston & Maine Railroad, 
located in the Northeastern United 
States, is a carrier operating under sec
tion 77 of the Bankruptcy Act. This rail
road just announced that in calendar 
year 1980 it had its best financial per
formance in over 20 years. The career at
tributes a large part of this success to the 
improved condition of their physical 
plant which was made possible with the 
title V Federal loan program. I should 
like to quote a porton of a letter recently 
sent to the Commerce Committee by the 
president of the Boston & Maine Rail
road on this point: 

A key element in improving our opera
tional and financial performance is the re
newed condition of our physical plant, 
inaluding extensive rehabllitation of the 
east-west mainline. It would have been im
possible for us to have raised the capital for 
our heavy rights-of-way rehabilitation in 
the private market. Our $26 million FRA 
loan under Title V of the 4R Act was critical 
:.0 the rehab111tation program and infinitely 
tmproved our prospects for emergence from 
bankruptcy. The government's interest 1n 
repayment of the loan in the reorganized 
railroad 1s fully protected and 1s provided 
for as an intricate part of the reorganization 
plan. (Emphasis added) 

Mr. President, the message from the 
Boston & Maine Railroad is one of the 
reasons I believe we must target Federal 
assistance to railroads needing the most 
help. It is indicative of the situation that 
the Milwaukee II, in my own State of 
Sou~h Dakota, is faced with. Specifically, 
a Milwaukee Road line that goes through 
the northern part of my State is a sub
stantial part of the Milwaukee II's 
pr~sent structure. If the railroad can 
~aise the funds to rehabilitate this line, 
~t could prove to be an integral element 
m th:e nudwestern railroad structure and 
contmue competition in the area. Un
fortunately, the struggling Milwaukee n 
has to com~te with many financially 
success~ul railroads to fund this particu
la~ proJect. Those financially successful 
rrulroa~ should seek funding sources in 
the private sector where they have a 
much better commercial pOsture than 
th~ troubled Milwaukee II. Even if the 
Milwaukee should close its operations 
at ~om~ date, the so-called Miles City 
mam lme through South Dakota will 
eventually be an integral part of some 
fut~e r~il system. The coal movements 
which ~ill ?e coming out of Montana and 
W~onu~ m the coming years will need 
rail servzce to all points of the country 
The Miles City line would be an excellent 
transpOrtation source for this precious 
coal which is in demand throughout the 
country as an alternative source of en
ergy. 

I? a _nutshell, Mr. President, my legis
l~tion I~tends to put the railroad finan
Cial assistance program "back on track ,, 
I urge my colleagues to suppOrt this bill 
I look forward to working with the chair~ 
man of our full committee, Senator 
PACKWool!, and the chairman of the 
~ubcomnuttee on Surface Transporta
tion, Senator DANFORTH, in this e1fort. 

By Mr. WEICKER (for himself, 
Mr. DURENBERGER, Mr. NUNN, 
Mr. BAUCUS, Mr. PACKWOOD, Mr. 
ANDREWS, Mr. GLENN, Mr. 
HATCH, Mr. HAYAKAWA, Mr. HUD
DLESTON, Mr. JEPSEN, Mr. PRYOR, 
Mr. TOWER, and Mr. THuR
MOND): 

S. 360. A bill to amend the Intems.l 
Revenue Code of 1954 to improve pro
ductivity and employment by promoting 
capital investment in sma.ll business, and 
for other purposes; to the Committee on 
Finance. 
OMNIBUS SMALL BUSINESS CAPITAL FORMATION 

ACT OF 1981 

Mr. WEICKER. Mr. President, I am 
today introducing, for myself and Sena
tors DURENBERGER, NUNN, BAUCUS, PACK
WOOD, ANDREWS, GLENN, HATCH, liAYA
KAWA, HUDDLESTON, JEPSEN, PRYOR, THuR
MOND, and TOWER, the Omnibus Small 
Business capital Formation Act of 1981. 
This comprehensive bill proposes to make 
important improvement~ in U.S. tax la;ws 
to enable our Nation's smaller businesses 
to attract and retain the capital they re
quire to survive in this very perilous eco
nomic environment and thus continue to 
play their vital role as our country's 
principal source of new private sector 
jobs and innovation. 

I ask unanimous consent that a fact 
sheet we have prepared be printed in the 
RECORD at this point. I will explain the 
bill in a moment. 

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

[Fact Sheet] 
OMNIBUS SMALL BUSINESS CAPITAL FORMATION 

ACT OF 1981 
The provisions of the Omnibus Small 

Business Capital Formation Act of 1981 fall 
in to five broad categories : 

I . Capital Formation.-to improve the 
ab111ty of small business to attract needed 
capital from external sources of financing 
by providing greater incentives for investors. 

A. Investment tax credit for investments 
in new stock issues of small businesses. A 
10 percent tax credit (up to $1,000 per per
son) would be provided for an investment 
in stock issued by businesses with less than 
$25 milUon in net worth. 

B. Authorize the creation of a new financ
ing instrument, the "Small Business Par
ticipating Debenture" (SBPD). The SBPD 
would be a hybrid security, with elements 
of equity and debt capital. SBPD's issued by 
eligible firms (net worth less than $25 mil
lion) would bear a relatively low stated rate 
of interest, but also could involve a dis
tribution of the company's earnings, which 
would be taxable to the investor at the 
preferential long term capital gains rate. 

C. Capital gains tax reduction for in
dividuals and corporations, with maximum 
rates reduced from 28 percent to 21 percent. 
for investments in small businesses. 

D. Capital gains "rollover." Gains result
ing from the sale of an investment in a 
small business would not be recognized 1! 
reinvested in another qualifying small busi
ness within 18 months. 

E. An increase in the maximum number 
of shareholders permissible for Subchapter 
S corporation election from 15 to 100. This 
would improve the access of small businesses 
to new sources of capital. 

F. Broker-dealer Reserve. Would permit 

dealers "making a market" in small busi
ness equities to transfer, with defeiTed tax 
recognition, up to an aggregate of $1 mll
llon in capital gains resulting from the sale 
of such stock, to a reserve for future market
making activities. This would greatly en
hance the marketability of small business 
stock. 

II. Capital Retention.-to permit small 
businesses to retain a greater share of in
ternally generated capital. 

A. Graduation and reduction of corporate 
tax rates. Would increase the number of 
brackets to . seven and reduce tax rates, par
ticularly helpful for smaller businesses. 
Present law corporate tax brackets and rates 
are as follows: 

Ta::c rate 
Taxable Income: (percent) 

$0 to $25,000--------------------- 17 
$25~00 to $50~00----------------- 20 
$50,000 to $75,000----------------- 30 
$75,000 to $100,000--------------- 40 
Ove.r $·100,000-------------------- 46 

Under the bill, brackets and rates would 
be: 

Tax rate 
Taxable Income: (percent) 

$0 to $25,000______________________ 15 
$25,000 to $50,000------------- - --- 17 
$50,000 to $75,000----------------- 25 
$75,000 to $100 ,000________________ 30 
$100,000 to $150,000---------------- 35 
$150,000 to $200,000________________ 40 
Over $200,000--------------------- 44 

B. Accelerated and simplified depreciation 
tax treatment for more realistic capital cost 
recovery for smaller businesses. Bill would 
propose "5-3" classification (from 10-5-3) 
for equipment and vehicles, respectively, 
with 10 percent investment tax credit for 
5-year class investments and 6 percent credit 
for investment in trucks and other vehicles. 
First $100,000 of small business investment 
not subject to any phase-in period. Bill 
would not address quest~on of depreciation 
for structures. 

c. Increase in the amount of permissible 
accumulated earnings from $150,000 to 
$300,000. Accumulated ee.rnings ta.x would 
apply only to amounts in excess of $300 ,000. 

D. Increase in the ceillng on the used 
property investment tax credit from $100,GOO 
to $250,000. 

III. Estate Tax Reforms.-to reduce oner
ous burden of gift and estate taxes of small 
businesses. 

A. Increase the present estate tax exemp
tion from $175,000 to $600,000. 

B. Provide an unlimited gift and esta.t ,. 
tax marital deduction. 

c. Increase the annual gift tax exclusion 
from the current limit of $3,000 to 96,000 peT 
year per donee. 

D. Make several changes in special use 
va.luation rules for farm land and closely 
held businesses. 

E. Set the value of gifts made within 3 
years of decedent's death at the value a.t the 
time of the gift rather than at the date o! 
death. 

F. Permit the 5 year deferral/ 10 year in
stallment election for payment of estate 
taxes , provided that at least 35 percent of 
the gross estate or 50 percent of the taxable 
estate is a closely held business. (Present law 
limitation is 65 percent of adjusted gross 
estate.) 

IV. Employee Stock Options.-blll would 
permit em.ployees to exercise stock options 
without tax consequences, e.s op-posed to 
present law requirement o! paying ordinary 
income ta.x on "spread" between option price 
and market price. Employees would be eli
gible for capital gains treatment when the 
stock is sold, with option price being cost 
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baals. This provision would ena.ble smaller 
businesses to attra.ct better IIUI.Ilagt:ment l1y 
encouraging the u.;;e of stock options ror kt:y 
P.mployees. Blll would include condl&ions set 
forth in H.R. 5829 as reported by Senate 
Finance committee in 1980. 

V. Inventory Accounting for Small Busi
ness.-infiation has effect of creating illusory 
profits for firms on "first in-first out" (FI
FO) inventory accounting, since reported 
"cost of goods sold" are based on original, 
lower inventory prices as opposed to more 
recent, inflated inventory prices. Lower "cost 
of goods sold" means higher taxable incomes 
a.nd tax 11abil1t1es. Conversion to more real
istic "last in-first out" (LIFO) method is 
very complicated and costly !or smaller busi
ness. Under the blll: 

A. Cash accounting (immediate expensing) 
would be permitted !or businesse:> with total 
annual sales of $1 million or less. 

B. Tax penalty associated with conversion 
to LIFO, which results !rom requirement to 
take back into income all previously written 
down inventories, would be payable over 10 
year period. 

C. Blll would delay until after December 
31, 1980, compliance with Revenue Procedure 
80-5 and Revenue Ruling 80-60, which re
quire taxpayers to take back into income the 
value of erroneously written down inven
tories (Thor Power Tool case), to give small 
business more time to comply. 

Mr. WEICKER. Mr. President, for too 
long we have paid lip servjce to small 
business-which constitutes 97 percent of 
all businesses in the United States and 
is responsible for over 7 million of the 9 
million new jobs <75 percent) created in 
the past 10 years. We have talked a lot 
about small business being an "endan
gered species" in this era of conglomer
ate business; horizontal and vertical in
tegration; runaway inflation; stiffing in
terest rates; and economic stagnation. 
But the fact remains, Mr. President, that 
we have had much talk but little con
crete action. 
SMALL BUSINESS: CHRONIC CAPITAL SHORTAGE 

Small business in this country has en
dur~ for decades under a highly dis
crimmatory tax policy that only aggra
vates its comparative disadvantage rela
tive.to larger enterpric;es jn retaining and 
havmg access to capital. Tax deductibil
ity for depreciation is too complex and 
favors larger capital intensive enterpris
es; ~dvantageous LIFO accounting rules 
reqmre costlv tax accounting counsel· in
vestment tax credit incentives apply 
mainly to new capital; and corporate tax 
ra~s are not progressive enough to per
mit adequate capital retention. 

On this point, Drs. Hans Stoll and 
James Walter of the Wharton School. 
have recentlv concluded ("Tax Incen
tives for Small Buc;iness"-1980) that~ 

Certain aspects of the tax law are discrimi
natory. Specifically, the oresent corporate in
come tax fails to give due consideration to 
intersize differences in the ab111ty of corpora
tions to generate cash flows internally and to 
gain reasonable access to the capital markets. 
While small businesses receive some tax bene
fits ... that narrow the gap relative to large 
corporations, the characteristics of many 
small firms ... have the effect of raising 
effective tax rates as compared to large firms. 

And, more recently, our deteriorating 
economic situation has compounded the 
tax inequities and has begun to have 
catastroph!c effects on the viability of 
small business. Sources of external capi-

tal~n which smaller businesses depend 
for working capital purposes-have ei
ther dried up or become prohibitively 
costly, and inflation has driven up costs 
and eroded the cash fiows that are the 
lifeblood of small business. It should be 
no surprise, therefore, that bankruptcies 
and absorptions are on the rise, particu
larly for small business, and the prospects 
for the foreseeable future are exceed
ingly grim. 

Clearly, our discriminatory tax policy 
and our economic "stagflation" are a 
lethal combination that together have 
nearly shut off the capital lifeline of 
small business in the United States. In 
my judgment, Mr. President, we are ap
proaching a watershed for small busi
ness; either we will begin urgently to 
make the tax system more conducive to 
the attraction and retention of small 
business capital, along the lines of the 
bill we are introducing today; or, alter
natively, we will continue our policy of 
benign neglect of the small business cap
ital shortage, in which case we will have 
more absorptions by the corporate octo
pus, fewer private sector jobs, and less 
innovation-it is that simple. In short, 
we cannot go along as we have and take 
for granted that the backbone of our free 
enterprise system will continue to be able 
to make the contributions it has for so 
long, because it will not be able to. 

I submit, :Mr. President, that the ap
propriate committees of the Congress 
ought to move with all deliberate speed 
to give consideration to the omnibus 
measure we are introducing today to fos
te1· improved capital formation and re
tention among smaller businesses. This 
is a consensus bill that has the support 
of a number of the leading small business 
organizations, including the National 
Federation of Independent Businesses, 
the National Small Business/Legislative 
Council, the National Association of 
Small Business Investment Companies, 
the National Association of Wholesalers/ 
Distributors, and the Small Business As
sociation of New England. 

It is a carefully tailored and balanced 
approach to relieving the highly unjust 
burden of taxation that has become such 
a major obstacle to small business capi
tal formation and retention. And, most 
importantly, it recognizes the evolut~on
ary nature of small business develop
ment, with its very distinct phases of 
capital needs and sources, a fact so fun
damental to understanding the unique 
ca.pital problems of smaller business 
today. 

Mr. President, last year the President 
convened a White House Conference on 
Small Business and charged it with re
sponsibility for developing recommenda
tions for ameliorating the problems of 
small business. The final report of the 
conference, issued in April1980, confirms 
the overriding importance of the capital 
shortage problems of smaller businesses 
in our country. The report concludes: 

The delegates' chief preoccupation was 
with problems of finding and retaining capi
tal. Capital from outside sources is always 
more difficult to obtain for small busineso:;es 
than for large ones, yet small companies
particularly young and expanding ones--

rarely have sufficient earnings to support 
their growth. Current economic conditions 
ha\e exacerbated the problems. 

There was so much interest in capital prob
lems that the delegates would unquestion
ably have voted several of (the) proposals 
among their top recommendations if the con
ference rules had not required them to nar
row their selections to five recommendations. 
All of the five that they finally chose re
ceived heavy support and ranked among the 
nine highest priority proposals at the 
Conference. 

Mr. President, I hope my colleagues 
will have a chance to examme the final 
report of the White House Conference on 
Small Business, so that they might have 
the benefit of studying the recommenda
tions adopted. Unfortunately, the report 
belongs in the "more talk" category, not 
the •·action" category. And that is the 
reason we are introducing the Omnibus 
Small Business Capital Formation Act of 
1981 today. There has been enough 
study, conferring and analysis. Let us 
begin to act-to implement what is by 
now a consensus finding: That tax relief 
to encourage small business capital for
mation and to permit more capital re
tention is long overdue and will be of 
enormous benefit to our economy. 

EXPLANATION OF THE BILL 

Mr. President, I would like now to dis
cuss the provisions of our bill in greater 
detail. The Omnibus Small Business 
Capital Formation Act of 1981 is divided 
into five sections: Capital formation; 
capital retention; estate and gift taxes; 
employee stock options; and inventory 
accounting. 

As I po:nted out earlier, the funda
mental premises of this bill are: First, 
that tax relief to preserve and attract 
small business capital is essential for 
U.S. employment and productivity 
growth; and second, that such tax relief 
must be based upon the evolut!onary 
process involved in the sources and uses 
of small business capital. In the forma
tive stages of development of such enter
prises, small businesses rely very heavily 
on personal and indiv!dual capital and 
venture capital companies. As enter
prises mature, they command greater 
access to commercial bank debt capital 
and, ultimately, to public financing in 
debt and equity markets. 

A properly tailored omnibus tax bill 
must take account of this evolutionary 
process to be of benefit to smaller busi
nesses located all along the various 
stages of the financing spectrum. There 
should be a recognWon of the need to 
permit greater capital retention among 
those firms which must relv on inter
nally generated capital. But provision 
must also be made to create investment 
incentives for those firms attempting to 
have access to external caoital-partic
ularlv eou;.ty capital in this high in
terest environment; and, finally, over
arching all else, there must be s;mplicity 
and ease of comoUance for small busi
ness taxoayers. These are the consider
ations we have been mindful of in the 
preparation of th;s b;ll. 

CAPITAL FORMATION 

Of orofound importance to the smaller 
businesses of our country, Mr. President, 
is their ability to raise capital from ex-
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ternal sources. Access to external capi
tal-debt or equity-is the central deter
minant of whether or not a small busi
ness will be able to expand; to increase 
employment; to innovate; to take advan
tage of the greater productivity associ
ated with economies of larger scale pro
duction. Often, break-even points are 
such that smaJ.l businesses will not be 
able to realize profits at all until they 
reach a stage of operaJtions that can only 
be financed by outside capital. 

The "catch-22" in all this, of course, 
is that small businesses are denied ac
cess to important sources of debt capital 
or can get it only at exorbitant rates; 
and are too obscure or too risky to at
tract individual or institutional equity 
investors. They find it difficult to obtain 
equity capital because they are not gen
erating enough capital internally, but 
they will not self-generate adequate 
capital until and unless individual and 
institutional investors are given the in
centives to make equity capital available 
t'O small business. 

The facts bearing out this contention 
are legion. Well known, of course, are 
the data which show that from 1969 to 
1977, new equity capital raised by com
panies having a net worth of under $5 
million dropped from $1.3 billion and 
698 issues to $42 million and 13 issues. 
While there has been some recovery since 
1977, the grim economic situation we now 
are in can only reinforce the endemic na
ture of this problem. 

A joint industry government com- · 
mittee on small business financing ex
amined these problems very carefully in 
1979 and concluded: 

It is the contention of this Committee that 
the lack of adequate tax incentives has both 
discouraged and, in some cases, prevented 
investment in small business by both indi
vidual and institutional investors. 

One result of tax structure disincentives 
is the very limited access of small businesses 
to publlc securities markets and the subse
quent overrellance on short and long term 
debt for financing innovation, moderniza
tion and expansion. 

The committee looked into Federal 
Trade Commission :figures for manufac
turing corporations and found a very 
disturbing rise in debt dependency for 
small businesses, as a result of the in
accessibility of equity capital. The data 
show that in 1968, for all corporations, 
total liabilities represented 44 percent 
of the balance sheet total and stockhold
ers equity accounted for 56 percent. The 
figures were analogous for companies 
with assets under $5 million. By the end 
of 1978, however, while there was only 
a slight change in the liabilities/equity 
mix for all corporations, smaller corpo
rations experienced a sharp balance 
sheet deterioration, with liabilities going 
up to 55 percent and stockholders equity 
dropping to 45 percent-down 12 per
centage points in 10 years. 

The conclusion of the committee about 
this declining equity /debt ratio is 
obvious: 

The smaller firms who have yet to gain 
access to the normal capital markets are 
the hardest hit. Traditionally, their avail
able sources of capital are borrowings or 
earnings and as their equity /debt ratios de-

crease, borrowing becomes Increasingly more 
ditllcult. 

Essentially the same conclusion was 
reached in 1977 by an SBA-appointed 
blue-ribbon task force on venture and 
equity capital, under the chairmanship 
of William T. Casey, the new Director 
of the Central Intelligence Agency. The 
Casey commission concluded: 

It is a matter of acute concern that, in 
the face of clearly emerging needs and the 
documented benefits to the U.S. economy, a 
set of impediments have developed that are 
preventing smaller businesses from attract
ing the capital without which they cannot 
perform their traditional function of infus
ing innovation and new competition into 
the economy. Unless those impediments are 
overcome, the ability of the economy to 
compete in the world and meet the needs 
of the American public will be seriously 
eroded. It 1s alarming that venture and 
expansion capital for new and growing small 
business has become almost invisible in 
America today. 

And so, Mr. President, my cosponsors 
and I are proposing a number of crit
ically needed improvements in our Na
tion's tax laws to enable smaller busi
nesses to fare better in attracting equity 
capital investment. Each of the pro
visions in this section of our bill would 
create a new or improved incentive for 
equity investors to select small busi
nesses for their investments, helping to 
reduce the dangerous overreliance of 
many small businesses on debt capital 
and offering an important new oppor
tunity for growth and development to 
the smaller businesses of our coun
try-so they can continue their vital 
role as our principal source of new jobs, 
innovation and competition. 

INVESTMENT TAX CREDIT 

Section 101 of the Omnibus Small 
Business Capital Formation Act of 1981 
would provide for a 10-percent tax 
credit, up to $4,000 per person, for in
vestment in the stock of small and me
dium-sized corporations. This credit is 
intended to encourage the participation 
of individual investors in the capital 
markets and thus help to solve this enor
mous equity capital shortage problem 
for America's smaller business. 

The credit would be available only for 
equity investments in the primary public 
offerings of firms with net worth under 
$25 million per year. The credit would 
not be limited to initial public offerings, 
but would be available for all offerings 
provided the size limitations are satis
fied. 

Mr. President, this is a very carefully 
targeted incentive. It will not represent 
a windfall to speculators who fully in
tended to purchase these equity issues 
anyway; it will focus benefits mainly at 
the middle income investors; and the 
incentive is available only for small busi
ness investments. 

The justification for enacting this 
equity investment tax credit is that it 
will provide a special incentive to both 
individual and institutional investors to 
look carefully at small business equity 
offerings. The decline in the participa
tion of individual investors in the market 
and the preponderance of institutional 

activity, together with the slippage of 
regional broker/dealers~ have made it 
very difficult for smaller businesses to 
attract interested investors. In addition, 
recent Federal regulations and interpre
tations have had a chilling effect on in
st!tutional portfolio managers' interest 
in small business equities. 

Accordingly, we believe it highly de
sirable as a matter of public policy that 
the U.S. Government should afford this 
marginal-though important-incentive 
to purchasers of new -equity issues of 
smaller businesses. 

And we are not kidding ourselves that 
the 10-percent credit will be the decisive 
consideration in determining whether or 
not to buy small business equities. But 
it will help to focus the interest of in
vestors in small business and, most im
portantly, will give the targeted firms 
the parity they now lack in competing 
for the investment dollar with banks, the 
U.S. Treasury, the "Fortune 500," and 
the commodities in this highly inflation
ary and uncertain economic environ
ment. Indeed, Mr. President, it is prin
cipally on this basis that we offer this 
proposal to influence, as it were, the 
free market allocation of caoital. 

To the extent that this credit succeeds 
in channeling more equity capital toward 
smaller businesses that are not now at
tracting it, small businesses will be · 
placed on a firmer :financial footing and 
be better equipped to generate the jobs 
and innovation we all agree are required 
for the 1980's and beyond. 

Mr. President, section 101 is similar 
to S. 655 which was introduced in 1979 
and to· S. 3320, introduced during the 
95th Congress. It has been studied in 
Congress and elsewhere, and I believe 
is an idea whose time has come. The 
White House Conference on Small Busi
ness agreed, Mr. President, and made 
this tax credit idea one of their top 15 
recommendations, asserting: 

Because of the high inflation rate, most 
sophisticated investors are increasingly look
ing for immediate tax advantages. Such a 
credit would provide an Incentive for In
vestors and would help balance small com
panies' excessive debt/ equity ratios. 

SMALL BUSINESS PARTICIPATING. DEBENTURE 

(SBPD) 

Section 102 of our bill would provide 
the tax incentives necessary to bring into 
being a new, hybrid type of financing in
strument that would enable small busi
ness to tap external financing sources 
they cannot presently reach. 

The SBPD would be a debt obligation, 
in that it would bear a fixed rate of in
terest, be redeemable at a predetermined 
price on a future date certain and involve 
no ownership interest. But it would also 
have equity characteristics, in that pur
chasers would receive a share in the com
pany's earnings during the holding pe
riod, which would be taxed as capital 
gains. The stated rate of interest re
ceived on the SBPD would be taxable to 
the investors as ordinary income, but 
amounts received as a distribution of the 
company's earnings would be taxable to 
the investors at the preferential long
term capital gains rate. 

The issuing company would be per-
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mitted to deduct both the interest paid 
on the instrument and the portion of 
profits distributed to the holders of 
SBPD's. 

Now, Mr. President, I have been urg
ing enactment of this idea since I first 
introduced it, in slightly different form, 
as s. 1481, in July 1981. In January 
1980; the nearly 1,600 delegates to the 
White House Conference on Small Busi
ness voted the SBPD concept as one of 
their top 10 recommendations. The idea 
has been endorsed by numerous small 
business organizations, including the Na
tional Small Business Association, the 
National Association of Small Business 
Investment Companies, the Council of 
Small and Independent Business Asso
ciations, and the Small Business Legis
lative Council. 

The reason for this widespread en
dorsement is clear: The SBPD is tailored 
to fit the unique financing requirements 
of many small businesses. It is designed 
specifically for the small business seek
ing to expand which cannot or prefers 
not to go the route of a large public 
equity offering, either because potential 
investors have reservations about the 
liquidity of such securities or because 
small business entrepreneurs prefer not 
to dilute ownership. The debt route, of 
course, is prohibitive today for many 
smaller businesses or, where feasible, 
must be secured by receivables, inven
tories or plant and equipment. 

In today's high interest debt markets 
and liquidity-oriented equity markets, 
therefore, conventional financing ve
hicles are unsuitable for smaller busi
nesses. It is for this reason, Mr. Presi
dent, that we propose creation of this 
new, hybrid vehicle that would open up 
an important new opportunity for ex
ternal capital to our smaller businesses. 

Mr. President, the SBPD would have 
the status of a debt security with a 
stated rate of interest, but would also 
provide an inducement for the investor 
by returning to him a share of the com
pany's earnings during the period the 
SBPD is outstanding. Because the SBPD 
would provide for a specific redemption 
date, the issuing company would effec
tively be paying a premium for the use 
of the capital, but only for the period of 
use. 

Pursuant to this legislation, a SBPD 
could only be issued by a domestic trade 
or business, whether or not incorporated, 
which has a net worth of less than $25 
million. The size limitation imposed on 
the issuing business is based on the find
ings made by the 1977 SBA task force on 
venture and equity capital. 

Because the legislation is designed to 
provide capital for businesses without 
access to the equity capital markets, only 
companies which do not have securities 
outstanding which are subject to SEC 
regulation would be eligible to issue 
SBPD's. Additionally, no company may 
have issued and outstanding, at one 
time, SBPD's with a face value in excess 
of $1 million. These size and dollar 
amount limitations are generally applied 
by treating the members of a controlled 
group as one taxpayer. 

Pursuant to the legislation, a disposi
tion would be deemed to have occurred 
if the SBPD is redeemed by the issuing 
company or if the taxpayer becomes a 
"related party·• to the issuer. 

The Chairman of the White House 
Commission on Small Business, Arthur 
Levitt, Jr., has articulated the case tor 
enactment of this legislation. 

SBPD's otter exciting pos.;ibllities. They 
are essentially debt i.u.struments with an 
equity feature, but they are not convertible 
and do not carry any attached warrant. 
Rather, interest payments would be variable, 
keyed to a compan.Y s prl>nt.s. '.fhe ti.B.PD com
bines the best characteristics of debt with 
the best characteristics of equity. 

When a company is struggling in its early 
years, the interest rate could be set low: 
when the company begins making money, it 
would pay additional interest from net in
come just as it would pay in dividends. The 
terms would be negotiable, allowing rates 
and payments of principal to vary according 
to d11ferent companies' needs and growth po
tential. 

Small companies would get the advan
tages of a low initial interest rate and, later, 
dividend-type payouts that can be deducted 
against taxes as an interest expense-all 
without giving up a portion of equity to out
siders. 

Investors, or lenders, would get the oppor
tunity to participate in earnings growth, 
could treat the interest income as preferen
tial capital gains, and eventually would get 
their money back without having to find a 
buyer for the security, as they would have to 
do if they held stock. 

SBPD's offer ways around numerous road
blocks in today's debt and equity markets. 
They would provide a greater incentive for 
individual investors to provide equity capi
tal, and large companies may find it more 
attractive to provide more liberal trade 
credit for their small business suppliers and 
customers. 

I hope very much, Mr. President, that 
my colleagues will consider this new and 
promising idea, and let us have the bene
fit of their support. 

CAPrrAL GAINS TAX JlEDlJ"CTION 

Section 103 of our bill proposes to re
duce the maximum capital gains tax rate 
from 28 percent to 21 percent, by in
creasing the present exclusion for deter
mining capital gains subject to taxation 
from 60 percent to 70 percent, but only 
in the case of those gains that result 
from investments in small business se
curities. 

Under present law, enacted in 1978, 
individuals may exclude from taxation 
60 percent of their net long-term capital 
gains, applying their ordinary income 
tax rate to the remainder. Thus, the 
maximum tax rate applied to the entire 
capital gain is 28 percent. Corporations 
may elect the preferential capital gains 
rate of 28 percent or, if less, may treat 
the gain as ordinary corporate income 
and pay their applicable corporate tax 
rate. 

Our bill proposes that, in the case of 
capital gains resulting from the sale of 
small business securities, the maximum 
rate shall be reduced to 21 percent, by 
raising the present law exclusion of 60 
percent to 70 percent. 

Now, Mr. President, we believe a fur
ther reduction in capital gains taxes is 
vital to Unlock capital and channel it 

into a. new, job-creating and prod~ctiv
ity-improving investment. As I pomted 
out above the capital shortage problem 
for small' business in America today is 
chronic and o~ epidemic proportio?S· 
Savings rates as a. percent of personal m
come have collapsed in the past decade, 
reaching an all-time low of 3~ percent 
in late 1979, compared to over 20 percent 
in Japan. . 

The great advantage of further cap1tal 
gains tax reduction over other alterna
tives is that it bears directly on both the 
incentive to free up existing capital in
vestments and the projection of the 
after-tax effective gains accruing from 
future investments. Following the 1978 
capital gains tax reductions, there was a 
sharp jump in new equity offerings and 
in private partnership venture capital 
investments, both direct results of the 
capital gains tax cuts. Clearly, a further 
capital gains tax reduction targeted at 
small business investments, would go a 
long way toward bringing much-needed 
new capital to our smaller businesses. In
deed, the joint industry I government 
committee to which I referred above, ex
pressed its support for establishing a 
small business capital gains tax edge: 

The recent reduction in the capital gains 
tax rate is laudable but financing for small 
business would be encouraged further if the 
tax rate for gains in equity investments ln 
such businesses were further reduced. 

The advantage of limiting capital gains 
tax reduction to smaller businesses is 
that we would be providing the incentives 
to invest where the greatest public policy 
benefits could accrue-that is, to the 
principal creators of new jobs and inno
vation in our country, our smaller busi
nesses. 

As a result, the revenue losses associ
ated with capital gains tax reduction 
would be far less than would be expected 
from a general capital gains tax cut. The 
Office of Advocacy at SBA estimates that 
an SO-percent exclusion for small busi
ness investments would cost only a frac
tion of a general increase in the exclu
sion-perhaps less than $200 million
an important consideration in our pres
ent budget deficit situation. 

So, Mr. President, I hope our col
leagues will be able to support this tar
geted capital gains tax reduction, as a 
most sensible approach to unlocking pre
vious equity capital and channeling it 
to where it will do the most good for 
our Nation. 

CAPrrAL GAINS ROLLOVER 

Section 104 of our bill would permit 
sellers of small business stock to sell their 
interest for cash and defer any capital 
gains tax they may owe as a result of 
the sale, provided they reinvest the pro
ceeds from the sale in another small 
business within 18 months of the date 
of sale. This tax treatment would be 
very similar to what is now available to 
homeowners who purchase another 
house within 18 months. 

Mr. President, it is critically impor
tant that my colleagues understand the 
intent of section 104. We are not trying 
to create some sort of artful new tax 
dodge for small business investors. We 
are trying to preserve those smaller busi-
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nesses that are now being absorbed 
through corporate reorganizations. 

The reason for this is simple: The 
Internal Revenue Code tax-free reor
ganization rules permit an owner of a 
small business to exchange his interest 
for stock in a larger corporation and en
joy nonrecognition of any gain result
ing from the merger. If he sells out for 
cash, however, he must pay capital gains 
taxes. In other words, an entrepreneur 
can defer taxes right now, but only by 
selling out to another corporation in a 
stock transaction. Clearly, the tax law 
favors absorptions by larger businesses, 
and is a principal reason for the decline 
of small business in America. 

Mr. President, we are seeking to pro
mote small business continuity and, at 
the same time, moderate what seems to 
be an ineluctable tendency toward ex
cessive concentration in U.S. business to
day. If this capital gains "rollover" idea 
were adopted, a small-business owner 
could sell out his interest and reinvest 
in another, and not incur any immediate 
tax consequences-pre~isely the advan
tage he now gets if he exchanges his 
interest for stock. 

This proposal has broad and enthusi
astic support, Mr. President. The :..~a
tiona! Association of Small Business In
vestment Companies has made the capi
tal gains "ro_lover" its "top priority"; 
the White House conference listed this 
as recommendation No. 4; and the 
American Institute of Certified Public 
Accountants, after a 3-year review of tax 
matters affecting small business, cited 
the 'present tax law's bias in favor of a 
major publicly held corporation," in 
recommending tax deferred sale of small 
business enterprise investment to en
courage "the continued viability of pri
vately held businesses." 

In addition, tax deferral of small busi
~ess cai?ital ga~s will help tremendously 
m keepmg capital available to our small 
businesses. The opportunity to rollover 
capital gains if reinvested in another 
small business will be a powerful incen
tive to direct freed-up capital to new 
and developing smaller businesses. 

This view is supported by Drs. Stoll 
and Walter, in their recently published 
"Tax Incentives for Small Business." 
They conclude: 

Deferral of the capita;! gains tax, condi
tional upon the reinvestment of realized 
gains in selected at-risk investments ... has 
the added advantage of motivating con
tinued investment in small business. Tax 
deferral of capital gains, subject to their 
reinvestment in selected small business cate
gories, generally augments further the avail
able supply of equity funds. 

~r. President_, I realize that capital 
gains rollover, like the credit in section 
101 and the SBPD, is a relatively new 
concept, and for that reason faces an 
~certain fate in the tax-wrlting com
rmttees of Congress this year. But I know 
our new chairman, the Senator from 
Kansas <Mr. DOLE), and the gentleman 
from Dlinois (Mr. ROSTENKOWSKI) Will 
not let the newness of these ideas im
pede an evaluation on their merits I 
co~mend these three propositions . to 
t~e1r careful study, and I know they will 
give them every possible consideration. 

SUBCHAPTER S ll'EVISION 

Section 105 of the Omnibus Small 
Business Capital Formation Act proposes 
to increase the permissible number of 
subchapter S shareholders from 15 to 
100, so that this very advantageous 
capital-raising vehicle may be of even 
greater benefit to small business. 

Very briefly, Mr. President, under sub
chapter s of the Tax Code, qualifying· 
corporations may pass net income or loss 
through to the stockholders, who report 
it as ordinary income or losses. This 
avoids the double taxation of corporate 
income and permits shareholders to de
duct corporate losses against other per
sonal income. 

However, at the present time, subchap
ter S companies may have only 15 share
holders, which limits their usefulness to 
new companies, especially those seeking 
the start-up capital that is rarely avail
able from banks or public offerings. We 
believe that raising the permissible limit 
to 100 shareholders would provide the 
potential for a greater infusion of new 
capital into small businesses, which typi
cally take 5 to 10 years to develop into 
profitable concerns. 

In short, Mr. President, section 105 of 
our bill would widen the scope of this 
unique capital-raising vehicle, and per
mit the extension of its advantageous 
tax treatment to far more small busi
nesses. As Arthur Levitt, the chairman 
of the White House Conference on Small 
Business, testified before the Small Busi
ness Committee: 

By expanding the limit to 100 sharehold
ers, this vehicle could attract a great deal of 
capital for a wide variety of new enterprises. 

I cannot say with any certitude, Mr. 
President, that 100 is the optimum num
ber to which to raise the present cap. I 
know the stat! of the Joint Tax Commit
tee recommended 25 last year, and that 
this was the figure in H.R. 5829, as re
ported by the Finance Committee. Per
sonally, I believe that figure is too low, 
and hope the committee will be more 
:flexible in broadening the scope of sub
chapterS applicability. I know they will 
want to take into account a very succinct 
conclusion of the securities dealers' joint 
Industry /Government Committee: 

Since our infiationary economy necessi
tates increasing amounts of capital invest
ment for the profitable operation of a small 
business concern, (Subchapter S) limitations 
have an adverse impact on the growth of 
small business corporations. The shareholder 
limitations hinder business growth and plan
ning by requiring the investment burden and 
risk to be spread among a small number of 
shareholders. 

BROKER-DEALER RESERVE 

Mr. President, section 106 of our bill is 
very sim:lar to the provis:on reported by 
the Senate Finance Committee in H.R. 
5829 last September. This would permit 
dealers and certain specialists making a 
market in small business securities to de
fer the recognition of ga:n of up to a total 
of $1 mill'on of the gains from the sale 
of small business stock and place this 
amount in a reserve earmarked for mar
ket-making activities in small business 
securities. 

One of the major obstacles small busi
nesses face in attract!ng equity invest
ment is the perceived illiquidity of such 

securities. Often the companies are un
known and their long range prospects 
impossible to predict with a reasonable 
degree of accuracy. For this reason, in
vestors are reluctant to invest in such 
securities unless they can be assured of 
subsequent marketability. Indeed, in or
der for a securities dealer to sell a new 
offering of a small business equity secu
rity, the dealer must be willing to come 
in and support that security in the after 
market by purchasing those shares which 
others are unwillng to buy. 

This provision of our bill, therefore, 
would create an incentive for dealers 
and specialists to establish a market 
making reserve for small business securi
ties, and thus assure potential investors 
of the liquidity of such investments. 

The committee report on H.R. 5829 is 
very clear about the benefits of this pro
vision: 

The committee believes that by allowing 
security dealers to defer the recognition of 
gain on small business stock in which they 
make a market, it wlll encourage dealers to 
make markets for unlisted securities of small
er corporations. The committee believes that 
this will make new capital markets available 
to small businesses. 

I hope very much the Senate Finance 
Committee this year will reaffirm its 
support for this proposal to aid in the 
marketability of small business equities. 

CAPITAL RETENTION 

Mr. President, the various proposals to 
help smaller businesses attract more 
equity capital are, as I indicated at the 
beginning of my statement, aimed pri
marily at those firms which are at the 
point in their development where they 
have a reasonable prospect of "going 
public'' and moving from a state of de
pendence on internally generated funds 
to having the ability to tap external 
sources. As vital as this opportunity may 
be for such companies and indeed, for 
our country. it may not help relieve the 
capital shortages of the majority of 
smaller businesses, that is, those that do 
not yet have a prospect of "going public," 
and thus expect to have to rely either 
on high cost, secured debt or internally 
generated capital. 

In short, Mr. President, if we are go
ing to remove the present tax obsta.cles 
to small business survival in this stag
nant, high inflation, high interest rate 
economy, we will need to do much more 
than create incentives for equity invest
ment. Specifically, we will need to permit 
our smaller businesses to retain a larger 
share of what they now earn, so they can 
plow these resources back into new 
investments in jobs and innovation 
creating production. This is by far the 
most efficient way to enable our Nation's 
smaller businesses not only to remain 
viable enterprises in this decade but also 
to carry on their tradi.tional role as our 
main job creators and innovative sources 
of free enterprise. 

The Omnibus Small Business Capital 
Formation Act of 1981 recognizes the 
fact that capital preservation and capital 
attraction are equally important; that 
each is relevant for small business de
pending upon the stage at which it is 
oper.ating along the life cycle of business 
enterprise financing. Accordingly, our 
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bill includes a number of important pro
visions to reduce the present tax burden 
for small businesses, both directly-by 
reducing corporate income tax rates; 
and indirectly---~by enhancing the oppor
tunity of smaller businesses to take ad
vantage of depreciation deductions and 
investment tax credit. 

Our contention in proposing the fol
lowing, Mr. President, is that inflation 
and the monetary policy means adopted 
to reduce it are wreaking havoc on our 
smaller businesses. Credit is either un
available or available only at a prohibi
tive rate of interest. And real, after tax 
earnings are collapsing because anti-in
flation policies are reducing economic 
activity generally, while costs continue 
to soar. Moreover, inflation makes his
torical depreciation deductions irrele
vant when it comes to replacement and 
creates illusory taxable profits which 
disappear when inventories are replaced 
at current prices. 

Larger scale businesses have many 
ways to deal with stagflation, Mr. Presi
dent, either by borrowing at prime in
terest rates or in the commercial paper 
market or by reaching into retained 
earnings available for just such periods. 
In addition, they can take advantage of 
a whole array of favorable tax provi
sions including the various fast write-off 
methodologies and LIFO accounting 
rules. But smaller businesses rarely can 
avail themselves of these advantages, so 
they limp along under straight-line de
preciation and historical cost inventory 
valuation, both of which amount to fur
ther turns of the financial vise which is 
squeezing the economic life right out of 
them. 

Mr. President, I strongly urge my col
leagues to study this section of our bill 
very carefully. If we do not enact some 
tax relief this year to enable small busi
ness to retain more capital, I am con
vinced we will make it unlikely that 
many potentially sound businesses will 
survive in the present and prospective 
economic environment. So, Mr. Presi
dent, I submit the following provisions 
as our best judgment of how to rifle tax 
relief for capital investment directly into 
the majority of our smaller businesses
not just because they are deserving of 
tax relief, but because their financial 
strength is central to the revitalization 
of the U.S. economy. 
CORPORATE INCOME TAX RATE REDUCTIONS AND 

BRACKET CHANGES 

Section 111 of our bill would increase 
the number of tax brackets from five to 
seven, to make corporate taxes more pro
gressive, and would reduce present tax 
rates, particularly for smaller businesses. 

Present law: 
Taxable Income: Tax rate 

$0 to $25,000_______________________ 17 
$25,000 to $50,000___________________ 20 
$50,000 to $75,000___________________ 30 
$75,000 to $100,000__________________ 40 
Over $100,000----------------------- 46 

Under the bili: 
Taxable Income: Tax rate 

$0 to $25,000________________________ 15 
$25,000 to $50,000------------------- 17 
$50,000 to $75,000___________________ 25 
$75,000 to $100,000------------------ 30 
$100,000 to $150,000------------------ 35 
$150,000 to $200,000__________________ 40 
Over $200,000_______________________ 44 

Mr. President, the arguments in favor 
of this proposal are so meritorious that 
I need not dwell on them at great length. 

First. rate reduction and further grad
uation was the top recommendation of 
the White House Conference on Small 
Business. Fully 67 percent of the dele
gates cited this as the greatest single 
need of our Nation's smaller businesses. 
Clearly, the small businesses themselves 
realize that of all the possible measures 
to encourage survival today, direct in
come tax rate reduction is most bene
ficial. 

Second, and I believe most persuasive, 
is the fact that since 1978, when the pres
ent rates and brackets were enacted. 
inflation has accelerated and effectively 
wiped out the benefit of the earlier rate 
reduction and graduation. In 1979, prices 
rose by over 13 percent, and in 1980, by 
over 12 percent, bringing to over 25 per
cent the combined price increase since 
1978. Therefore, tax rate reduction and 
further graduation can be justified on 
the basis of the need to stay even with 
inflation, quite apart from any increased 
capital retention objectives. 

In addition, Mr. President, further 
graduation, that is, the brackets under 
the maximum corporate tax rate on in
comes over $200,000, is necessary to tar
get the greatest benefit from rate relief 
on the smallest businesses. The case for 
this action was succinctly put by the 
Senate Finance Committee last year 
when it reported out a comparable addi
tional graduation: 

Aware of the special problems encountered 
by small businesses in raising money in 
equity markets and in borrowing funds for 
investment, the committee believes that ad
ditional graduation in the corporate income 
tax structure for smaller amounts of taxable 
income is necessary to encourage capital 
formation by small businesses. 

And so, Mr. President, I hope very 
much that the Ways and Means Com
mittee in the House and the Finance 
Committee in this body will see fit to 
recommend to their respective Houses 
the kind of graduation and rate relief 
we are proposing today. I am convinced 
it is our very best hope for relieving the 
crushing burden of inflation on smaller 
businesses; for getting them safely 
through the economic difficulities that 
clearly lie before us; and for preserving 
the capital the private sector needs to 
invest and modernize our free enterprise 
system. 

C~AL COST RECOVERY 

Section 112 of our bill proposes accel
erated and simplified depreciation tax 
treatment in order to obtain more real
istic depreciation allowances for U.S. 
business. Specifically, we propose replac
ing the present scheme based on useful 
life and various permissible methodolo
gies with a 5-year depreciation class for 
all equipment investments and a 3-year 
depreciation class for vehicle invest
ments. A 10-percent investment tax 
credit would be available for investments 
in the 5-year class and a 6-percent credit 
would be available for investments in the 
3-year class. 

Up to $100,000 of equipment invest
ment per year would qualify for the 5-
year class without regard to any phase
in period in the legislation. My colleagues 
will recognize this proposal as the "5-3" 

parts of the well-known "10-5-3" bill in
troduced in the last Congress. We make 
no recommendation for depreciation of 
structures in our bill, preferring to leave 
this aspect to our colleagues on the Fi
nance Committee. 

Mr. President, by now, most of us are 
quite familiar with the problems of pres
ent tax law as it pertains to depreciation 
of plant and equipment. Essentially, the 
prescribed depreciation deduction sched
ules, based on concepts of useful life, do 
not permit capital cost recovery adequate 
to reflect the effect of inflation on re
placement coots. Even with permissible 
variances, including the asset deprecia
tion range system and various double de
clining balance methodologies, our capi
tal cost recovery regulations are rooted 
in historical, irrelevant coot regimes. 
Consequently, depreciation deductions 
taken over useful life turn out to be far 
less than actual replacemeht costs. 

For smaller businesses, this problem is 
far more pronounced. since the value of 
deductions is related to the firm's tax 
rate brackets, and since most rely upon 
a straight line methodology over the use
ful life of plant and equipment. Deprecia
tion deductions taken in the first years 
of service, therefore, are the same as de
ductions taken in the last years, so the 
irrelevancy of historical cost account
ing is exaggerated. Rules for ADR and 
the more recent attempts to make de
preciation deduct:ons more realistic are 
generally too complex to be of any use to 
small business. 

The critical goal here, Mr. President, 
must be to accelerate depreciation de
ductibility-to permit plant and equip
ment to be written off more rapidly-so 
as to make depreciation deductions cor
respond more closely with actual replace
ment costs. In addition, whatever means 
are adopted must have ease of compli
ance. They must be simple enough to 
permit all taxpayers to avail themselves 
of them. Otherwise, like so much else in 
the Tax Code, they will be of little use 
for small business. 

Arthur Levitt put it very well when he 
testified before the Small Business Com
mittee on small business capital prob
lems last March. Mr. Levitt said: 

The (White House Conference) delegates 
~e~ond most popular recommendation was 
for a capital cost recovery system to replace 
the present Asset Depreciation Range regu
lations. The major advantage to small busi
ness of a simplified depreciation system 
would be its ease of calculation and, I would 
suggest, its greater relevance to depreciation 
in a time of raging inflation. I beliejve that 
a faster, simplified depreciation system, 
s~ecifically tailored to the needs of small 
business, is essential and should be a major 
legislative priority. 

Mr. Pres!dent, I do not wish to go on 
at length about the relative merits of 
"10-5-3" or "5-3" or "10-7-4-2," reported 
by the Finance Committee last year. It 
is clear to me that the new administra
tion will be proposing landmark modifi
cation of what most of us now agree is 
an antiquated, irrelevant depreciation 
tax scheme. The House Ways and Means 
Committee and the Senate Finance Com
m·.ttee will receive the Reagan adminis
trations proposals and, after due delib
eration, make recommendations to their 
respective bodies. 
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What concerns me is that whatever 
scheme we finally enact had better be 
relevant for small business. Most of them 
are not capital intensive; most invest in 
relatively short lived assets; most do not 
have top accountants and tax attorneys 
under retainer; and those in the lowest 
corporate tax brackets get relatively 
little benefit out of depreciation deduc
tions anyway. If the new regime is not a 
simple, tailored improvement in the law, 
most small businesses will continue 
straight line depreciation and continue 
failing to recover sufficient deductions to 
be able to maintain capital investment. 
Moreover, if there is no coupled tax 
credit incentive, there is a danger that 
small business could be worse off tnan 
under existing law. 

So, Mr. President, I hope the bill we 
introduce today will help focus attention 
on the urgent need to enact, not just de
preciation reform, but depreciation re
form meaningful for smaller busi
nesses-and I submit that the place to 
start is with the "5-3" concept we have 
proposed in our bill. 

ACCUMULATED EARNINGS LIMITATION 

Section 113 of our bill would raise the 
amount of permissible accumulated 
earnings from the present level of $150,-
000 to $300,000. 

The Tax Code places this limit on re
tained earnings specifically to prevent 
businesses from avoiding double taxation 
of earnings by not paying out dividends 
to sha.rehoulders. This policy, of course, 
has generated numerous costly and 
time-consuming taxpayer appeals from 
IRS challenges, particularly among 
businesses who future capital needs are 
uncertain and which do not pay out 
dividends. 

In 1975, the then-existing limit of 
$100,000 was raised to $150,000. Since 
then, infiation has completely eroded the 
real value of the 1975 increase, so that 
today a further adjustment is war
ranted. Moreover, as it is highly unlikely 
that this arbitrary ceiling will be re
moved altogether, Congress may not look 
at this ceiling again for another 5 years. 
Accordingly, our bill proposes to raise 
this ceiling to $300,000, to enable smaller 
businesses to take advantage of future 
capital ·investment opportunities by re
taining sufficient earnings without en
gendering protracted controversy with 
IRS. 
TAX CREDIT FOR INVESTMENT IN USED PROPERTY 

Mr. President, one of the most glaring 
examples of how the Tax Code discrimi
nates against smaller businesses is the 
provision which limits the applicability 
of the 10-percent investment tax credit 
when the investment is in used equip
ment. An investment in used equipment 
qualifies for the tax credit, but only to 
the extent that the investment is less 
than $100,.000. 

It is difficult for me to understand why 
the distinction between new and used 
equipment was made in the first place 
when the investment tax credit was en
acted in 1964. The credit applies to an 
unlimited investment in new equipment, 
but only up to $100,000 of used equip
ment. Smaller businesses must rely more 
~eavily on "hand-me-down" equipment, 
s1mply because they do not always "en-

erate enough earnings or have access to 
enough capital to be able to afford new 
equipment. But the tax law favors "new," 
as opposed to "used," and thus forces 
smaller businesses making major rein
vestment plans either to buy new or fore
go the credit. 

Mr. President, the evidence accumu
lated by the Eenate Small Business Com
mittee in respect of substantial small 
business dependence on used equipment, 
particularly in this high technology en
vironment, suggests that as a matter of 
simple equity for our Nation's small busi
nesses the existing ceiling on used in
vestment should be increased, if not re
moved entirely. Accordingly, our bill pro
poses to raise the ceiling from $100,000 
to $250,00.0. 

I wish we could propose to eliminate 
the ceiling entirely, Mr. President. Per
sonally, I share the view of the Machin
ery Dealers National Association, which 
testified before the Senate Finance Com
mittee last year, and stated: 

The investment tax credit law does not 
treat "all firms equally", but rather creates 
a blatant discrimination against small busi
nesses. I don't believe Congress ever debated 
the issue of whether it should enact a tax 
policy that discriminates in favor of large 
businesses and against small businesses, but 
it did adopt such a policy by placing a ceiling 
on used equipment tax credits. The removal 
of the used equipment ce111ng will give all 
businesses an equal opportunity for the use 
of the investment tax credit and will amount 
to a targeted change in our tax laws for the 
benefit of small businesses which in time will 
benefit our overall economy. 

But I am a realist, and believe it is 
unlikely that the ceiling will be repealed 
this year. So, Mr. President, as a matter 
of elementary justice and for the im
proved productivity of our economy, I 
urge on the Finance Committee to adopt 
on upward adjustment in the used equip
ment tax credit ceiling to bring it to no 
less than $250,000. In addition, I would 
hope consideration could be given to a 
phased elevation of the ceiling, to reach 
$500,000 by 1985. 

INVENTORY ACCOUNTING 

Mr. President, subtitleD of our bill in
cludes three provisions designed to afford 
a measure of tax relief for smaller busi
nesses in the vital area of inventory 
accounting. 

Thanks to Congressman HENRY NowAK 
of New York, chairman of the House 
Small Business Committee Subcommittee 
on Access to Equity Capital, who held 
hearings on this matter last year, atten
tion is at last being focused on the need 
to make permissible inventory account
ing procedures more relevent for small 
business. 

During a time of high intlation, Mr. 
President, the accounting for inventories 
can be a principal determinant of 
whether or not small business tax liabil
ities accurately reflect real increases in 
taxable income. Indeed, for labor inten
sive small businesses, inventory costs are 
far more important than depreciation 
deductions and are the principal invest
ment activity. 

The fact is that most small businesses 
are paying far more tax than they 
should, because their inventory account
ing methodologies fail to make proper 

adjustment for the effect of inflation in 
producing illusory, though taxable, prof
its. This occurs because inventory sys
tems based on historical costs of inven
tory, such as the first-in-first-out meth
od <FIFO), yield artificially low "cost-of
goods sold" :figures and, therefore, arti
ficially high nominal taxable incomes. 
Businesses thus incur high tax liabilities, 
but replace those inventories at current 
prices, causing some of the previous nom
inal taxable income to vanish. 

This is why, Mr. President, many 
larger businesses are converting over to 
the more realistic "last-in-first-out" 
<LIFO) methodology, so as to make re
ported inventory costs more relevant to 
actual replacement costs. But the vast 
majority of smaller businesses will not 
convert to LIFO, because the LIFO rules 
are very complex and because there are 
various one-time additional tax penal
ties associated with conversion. Thus, 
they are forced to operate under a most 
inequitable system of inventory tax reg
ulations, which have little relevance for 
their true inventory costs and which 
materially damage their ability to retain 
earnings for capital investment and 
productivity growth. 

The House Small Business Committee 
hearings on inventory accounting high
lighted this problem for small business. 
The committee states in its report, dated 
October 2, 1980, the following: 
· Tax simplification of the inventory ac

counting methods, like depreciation reform, 
aids capital formation by increasing the in
ternal cash flow of a business. 

There is, _however, a fundamental differ
ence in these two types of tax reform. Ac
celerated depreciation reform focuses on the 
needs of capital intensive small businesses. 
On the other hand, inventory accounting re
form aids the vast majority of small busi
nesses, which are primarily labor intensive. 

Accordingly, Mr. President, we are 
proposing today three measures to enable 
our Nation's smaller businesses to have 
more realistic inventory accounting for 
tax purposes. 

First, we would permit the smallest 
businesses-those with sales of less than 
$1 million per year-to use cash account
ing, that is, to expense their inventories 
as these are purchased. In this way, the 
FIFO/LIFO distinction would be obvi
ated and the tax deduction would be 
exactly equivalent to the real cost of the 
inventory. For these small firms, it would 
be unnecessary to wait until goods were 
sold before deducting the inventory cost. 
I realize the problems some may have 
with this idea-particularly as it repre
sents a departure from the generally ac
cepted accounting principle that income 
and the costs of producing that income 
should be reported contemporaneously, 
that is, properly matched. Yet we permit 
small farms to use the immediate ex
pensing method, and for the very same 
reasons that we ought to permit other 
small businesses to use it: Simplicity and 
equity. 

In short, Mr. President, I believe we 
must accept the risks of some income 
distortion and vigorously pursue poten
tial tax shelter abuse, as prices worth 
paying to give our smallest businesses a 
fair chance at realistic inventory ac-
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counting in this very severe inflationary 
situation. 

Now with respect to the revenue losses 
associated with cash accounting-which 
will be considerable--the Joint Tax Com
mittee will have shortly a revenue esti
mate for this and the other parts of 
our bill, and I intend to put that in the 
CONGRESSIONAL RECORD when available. 
But, in reference to cash accounting, we 
will have primarily a one-time effect, as 
small businesses convert from the ac
crual method to the cash basis. As a re
sult, out-year revenue costs could be 
expected to be much less than the first 
year impact. I might add, Mr. President, 
that we are following the present effort 
to simplify LIFO rules to enable more 
small businesses to adopt LIFO. I en
courage that effort as a matter of utmost 
urgency and hope it will prove success
ful. I doubt whether IRS will retain 
much credibility in this area if the LIFO 
rules are not soon made feasible for 
small business. 

Second, Mr. President, and as a way 
of facilitating conversion to LIFO, our 
bill proposes to give taxpayers 10 years 
to pay off the additional tax liability as
sociated with taking back into income 
all previous inventory write-downs 
which are not permissible under LIFO: 
The burden of paying this additional tax 
immediately is often an obstacle to such 
conversion. 

And third, Mr. President, our bill pro
poses to delay until this year compliance 
with the ms regulations promulgated in 
the wake of the Thor Power Tool deci
s~on, w.hich determined that many pre
VIous mventory write-downs were in 
error and must be taken back into in
come. This is similar to a provision in 
the tax bill reported by the Finance 
Commitltiee last year and will give more 
time for compliance. 

ESTATE TAX REFORM 

.Mr. Pr.esident, title II of our bill deals 
with various estate and gift tax reforms 
that are very familiar to my colleagues 
~d are long overdue. The basic problem 
~s ~hat th~ continuity of small business 
1S Jeopa.rd!zed by very onerous tax laws 
that •. unfortunately, often fall most 
heav~y on those least able to pay. The 
experiences of survivors being forced to 
dispose of estates in order to afford 
estate taxes are well knows to us all Mr 
Presid~nt, and I believe we hav~ ~ 
em~rgi~ consensus on the need to make 
J?aJor Improvements and in:fiation ad
JUStments in the estate and gift tax laws. 

Brie:fiy, our bill would raise the pres
ent estate . tax exemption to $600,000, 
along the lmes of a very gifted proposal 
mad~ last year by Senator DuRENBERGER · 
proVIde ~or an unlimited gift and estat~ 
tax ma~Ital deduction; increase the an
nual gift tax exclusion to $6,000 per 
d?nee; make certain changes in the spe
Cial. use of valuation rules for closely held 
b't~su~esses; set the value of gifts made 
Within 3 years of a decedent's death at 
the value at the time of the gift rather 
than at the date of death; and permit 
the 5-year deferral/10-year installment 

election for payment of estate taxes, pro
vided that at least 35 percent of the gross 
estate or, alternatively, 50 percent of the 
taxable estate is a closely held business. 

EMPLOYEE STOCK OPTIONS 

Finally, Mr. President, the Omnibus 
Small Business Capital Formation Act 
of 1981 includes a proposal recom
mended by the Senate Finance Commit
tee last year, on the basis of a bill intro
duced by the Senator from Oregon <Mr. 
PACKWOOD). 

The proposal would create a new in
centive to establish employee stock op
tion plans to enable smaller businesses to 
attract key management personnel. 
More specifically, our proposal would 
change current tax laws to provide that 
where an employee exercises a stock op
tion, he shall incur no tax consequences 
on any "paper spread" between option 
price and market price. And when the 
employee sells the stock, capital gains 
tax treatment would apply to any gain 
between option price and selling price, 
provided that the employee met certain 
conditions as are set forth in the bill. 

We hope this provision is enacted, Mr. 
President, because it will give businesses 
an opportunity to attract the best man
agerial talent, a sine qua non for small 
business success. 

CONCLUSION 

Mr. President, this concludes my re
marks on the Omnibus Small Business 
Capital Formation Act of 1981. 

I wish to say only that I hope this bill 
will receive careful scrutiny by my col
leagues in the Senate and in the House, 
and of course, by the members of our 
tax-writing committees and their respec
tive staffs. I commend the bill also to the 
new administration, which I believe can 
be especially sensitive to the concerns of 
the small businesses of our country. And, 
I hope too, that our bill will be consid
ered carefully by the Treasury Depart
ment officials who are working now on 
the administration's major tax package. 

I must confess, Mr. President, that I 
am deeply concerned that we will receive 
a tax bill wbout mid-February that will 
contain only two parts: Individual rate 
cuts and accelerated depreciation. I 
agree that both of these are needed, Mr. 
President, but we should not delude 
ourselves into thinking that these are 
all that are necessary if we are really 
going to revitalize our very sick econ
omy. Small business, as I have said 
many times, is the backbone of this 
economy; it is the principal source of 
our new jobs and innovation; it holds 
the key to unleashing the dynamism 
that is inherent in our free enterprise 
system; and it is in very deep trouble 
for all of the reasons I have just de
scribed. 

So, Mr. President, I am saying that 
we must have a tax bill tilted toward the 
sectors of our economy that need the 
most help and, most importantly, that 
are going to deliver the most bang for 
the Federal revenue bucks that will be 
foregone. I fear that a general, nondis
crete tax bill, that dilutes the benefits 
very broadly over the entire economy, 

without regard to the special circum
stances and unique potentials of small 
businesses, will not only compound the 
problems they face in surviving the 
stagflation of the 1980's, but also will 
miss the mark as to the real needs of our 
economy. 

Last, Mr. President, I invite my col
leagues to consider joining us as co
sponsors of this bill, even if they have 
reservations about one or more of its 
provisions. The point is that we all are 
sensitive to what is ailing one of the key 
sectors of our economy, and we intend 
to do all we can to bring our shared con
cerns tefore the tax-writing committees 
of the Congress. So I urge my colleagues 
in the Senate and the House to let us 
have the benefit of their strong support 
for one, some, or all of the provisions of 
this bill, so they can be recorded as hav
ing stood up for the small businesses of 
their States and our country, at this time 
of their greatest need. 

Mr. President, I yield the floor. 
e Mr. DURENBERGER. Mr. President, 
200 years ago a group of our forefathers 
held a small get together called the Bos
ton Tea Party to protest taxes on Eng
lish tea. These small business people 
dumped tea into the harbor even though 
the English Government was offering it 
at a special below-market price on be
half of its monopoly. However, true to 
the entrepreneurial spirit, those colonists 
just wanted to be left free to do business 
as the market dictates. 

Throughout our history this same kind 
of man and woman sailed the Yankee 
Clippers, invented the light bulb, and 
flew the first airplane. They provided 
the ingenuity, the hard work, and the 
jobs that fueled our economic system. 
Thank God these people still abound to
day because they provide the vast ma
jority of new jobs and technological 
innovations we need to prosper. 

It is time we acknowledge with more 
than just words these profound contri
butions of small business to our society. 
It is time to remove the unreasonable 
burdens placed on the shoulders of the 
small businessmen and women across 
this country by our outmoded, inequi
table tax system. 

In recognition of the importance of 
small business and its role in our econ
omy, I am proud to join in introducing 
the Omnibus Small Business Capital 
Formation Act of 1981. The cosponsor
ship of this bill by Mr. WEICKER and Mr. 
NuNN, chairman and ranking minority 
member of the Small Business Commit
tee, respectively, and Mr. BAucus, who 
is on both the Small Business and Fi
nance Committees attests to the signifi
cance of this legislation. 

This bill will greatly reduce the tax 
burden that robs small business people 
of the incentive to build upon a success
ful business and to reinvest in it. Addi
tionally, the bill will simplify certain 
sections of the Tax Code that are now so 
complicated they are virtually useless to 
small business. 

Small business deserves a far better 
fate than a complicated, counterproduc
tive tax system that discourages entre-
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preneurs from reaching their full poten
tial. President Reagan rightly identified 
these people as American heroes, and we 
will do well to help them succeed. 

Small business employs 54 percent of 
our present work force and creates 85 
percent of all new jobs in the economy. 
Small business generates 45 percent of 
our gross national produce <GNP) and 
produces over 50 percent of all new in
ventions, innovations, and patents. The 
rate of innovation per dollar of invest
ment is up to 24 times greater in small 
companies than in large ones, a fact that 
is extremely important in this time of 
need for greater productivity. 

The social and economic importance 
of the small business community has be
come increasingly clear in recent years. 
And there is a growing awareness among 
small business people of their collective 
strength. A dramatic demonstration of 
that recognition crume in the White 
House Conference on Small Business, 
from whlch many aspects of this legis
lation were drawn. In my own State of 
Minnesota, many of the WHCSB partici
pants continue to meet and explore ways 
to keep their agenda in the forefront of 
the minds of the people and Congress. 
This pattern is being repeated in States 
throughout the Nation. 

Throughout this process we have 
learned all too well of the barriers that 
the Federal Government has built in the 
way <>f business people. We have found 
the cost of regulation to be 7-to-10 
times greater proportionately for small 
business. Congress started to address the 
overregulation problem last year with 
the passage of the Regulatory Reform 
~ct, the paperwork reduction legisla
tu:~n. and the equal access to justice bill. 
I mtend to see these bills implemented 
e~ectively and vigorously from my posi
tion on the G9vernmenta1 Affairs Com
mittee. 

The regulatory burden is very real and 
deserves proper redress, but it is not 
nearly as significant as the tremendous 
restraints imposed by our tax system. 
The overwhelming need to unleash the 
mos~ vital, creative element of our eco
no~IC ~tructure is the reason behind this 
legislatiOn. We must restore a tax system 
~hat allows small business to grow and 
~nnovate. I am not talking about favor
mg one segment of the economy over 
another. I am talking about restoring 
equality and fairness. 

The class life asset depreciation range 
method of recovering capital is just one 
example of the present inequity in our 
tax system. This method, which is gen
erally known as ADR, is a tremendous 
benefit to those companies that can take 
advantage of its complex rules. IRS fig
ure~ show 94 percent of the biggest com
parues use ADR while only one-half of 
1 per.cept ~f companies with less than 
$5 million m assets use it. As a result 
large companies deduct depreciation at 
al~ost twice the rate as smalle; 
busmesses. 

The cor~o.rate income tax rate is gen
erally purut1ve, and especially so at the 
lowest end of the spectrum where a larger 
number of small businesses are clustered 
The White House conference report indi~ 

cates that more graduation in the tax 
brackets is the single measure that would 
most help all small corporations. 

For some reason we have constructed 
an estate tax system that creates untold 
hardship and devours countless hours 
of planning that could be used much 
more productively in expanding or main
taining a business. This estate tax bur
den provides relatively little revenue 
while also preventing both the small 
entrepreneur and the family farmer from 
passing their legacy on to their heirs. 

Inflation caused by continued Govern
ment overspending has created illusory 
profits for firms utilizing "first in, first 
out" <FIFO) inventory accounting. 
Though bas~cally forced by Government
fed inflation, the current tax system 
makes such a conversion very compli
cated and costly for smaller enterprises. 

All of these inequalities and more man
date a need for the provisions of the 
Small Business Capital Formation Act 
of 1981, which contains reforms in five 
broad areas. The bill deals with capital 
formation, capital retention, estate tax 
reform, employee stock options, and in
ventory accounting for small bus:ness. 
I would like to outline some of the more 
important aspects of concern in each 
area. 

The ability to attract capital is essen
tial for small bus:nesses to survive and 
expand, but the present tax system 
largely fails to provide adequate avenues 
for small business to accumulate the 
needed funds. This legislation reduces the 
capital gains tax for individuals and cor
porations for investments in small busi
ness. The maximum would be decreased 
from 28 to 21 percent. History has shown 
that a rollback of the capltal gains tax 
rate will produce greater investment. 
This provision should substantially boost 
investment in small business. 

Another major proposal for capital 
formation allows capital gains "roll
over" if the proceeds from the sale of 
one small business are rein vested in an
other qualifying small business within 
18 months. This is a tremendous induce
ment for investors and individuals to 
keep their money invested in the small 
business arena. It encourages the best 
entrepreneurs to stay in the small busi
ness field by providing a place to invest 
their gains if they have been successful 
and decide to sell for some reason. 

An investment tax credit for invest
ment in new stock issues of small busi
nesses with less than $25 million in net 
worth should permit a much broader 
range of investors to become involved in 
small business financing. This provision 
would allow a 10-percent tax credit
up to $1,000 per person-for such an in
vestment. 

Other capital formation aids in the 
bill include an increase in the permis
sible maximum number of shareholders 
in a subchapter S corporation, authori
zation of a new financing instrument 
called the "Small Business Participat
ing Debenture," which is a hybrid se
curity combining both equity and debt, 
and creation of a broker-dealer reserve 
that provides certain tax incentives for 
brokers dealing in small business securi
ties. 

The numerous barriers to small busi
nesses in o·btaining outside sources of 
capital make it imperative that these 
firms be allowed to retain as much of 
their earnings as possible. In the area of 
capital retention this legislation makes a 
number of major changes including the 
following reductions and bracket 
changes in the corporate income tax 
rate. 

Present 
Tax rate 

Taxable income: (percent) 
$0 to $25,000-------------------------- 17 
$25,000 to $50,000---------------------- 20 
$50,000 to $75,000---------------------- 30 
$75,000 to $100,000____________________ 40 
Over $100,000------------------------- 46 

Proposal new 
Tax rate 

Taxable income: (percent) 
$0 to $25,000-------------------------- 15 
$25,000 to $50,000______________________ 17 
$50,000 to $75,000--------------------- 25 
$75,000 to $100,000-------------------- 30 
$100,000 to $150,000-------------------- 35 
$150,000 to $200,000------------------- 40 
Over $200,000------------------------- 44 

Additionally, this bill would provide 
for accelerated and simplified deprecia
tion tax treatment for more realistic cap
ital cost recovery. This bill proposes uti
lizing the Capital Cost Recovery Act's 
"5-3" classifications which cover equip
ment and vehicles respectively. This is 
important to all business people but es
sential to small enterprises that find the 
ADR system too complicated and costly 
to use. 

The bill would allow accumulated 
earnings to increase from $150,000 to 
$300,000 before imposition of the accu
mulated earnings tax. The used prop
erty investment tax credit ceiling would 
be raised to $250,000 from the present 
$100,000 level. 

A variety of changes in estate tax law 
are set forth in this bill. The entire issue 
deserves rethinking and an overhaul. 
This bill starts us along that path. It in
creases the estate tax exemption from 
$175,000 to $600,000, provides an unlim
ited gift and estate tax marital deduc
tion and allows a $6,000 per year donee 
gift tax exclusion instead of the pres
ent $3,000. In addition, changes are made 
in payment of estate taxes and the valu
ation of gifts within 3 years of the de
cedent's death. 

The legislation also proposes several 
changes in special use valuation rules for 
farmland and closely held businesses. It 
broadens the participation criteria for 
the "material participation" test, ex
pands the special use valuation rules in 
several cases, and reduces from 15 to 10 
years the period for recapture if quali
fied property is converted to a nonquali
fied use. Other improvements are made 
in the recapture rule also. 

All of these are necessary, equitable 
changes that rightly allow a small busi
ness or family farm to be passed from 
one generation to the next without a 
crippling estate tax burden. The current 
system drains countless hours and costs 
the owners of small enterprises thou
sands of dollars for a marginal return 
to the Treasury. 

Under this legislation employee stock 
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options would again be a viable form of 
compensation. Employees would be free 
to exercise stock options without tax 
consequences as opposed to the current 
situation in which employees must pay 
ordinary income tax on the diiierence 
between the option and market prices of 
the stock. This change will give small 
businesses an excellent tool for attract
ing and keeping good management, a key 
to the future prosperity of the small 
business community. 

The final section of this legislation 
deals with the effects of inflation on the 
various methods of accounting used by 
small business. Inflation creates illusory 
profits for firms using FIFO accounting, 
which means unfairly high taxable in
come and tax liabilities. Presently, con
version to LIFO method of accounting is 
costly and complicated and thus not 
reasonably available to many small busi
nesses. The Small Business Capital For
mation Act of 1981 acts in three ways 
to lower the barriers in the present law. 

First, cash accounting-immediate ex
pensing-would be allowed for businesses 
under $1 million in annual sales. 

Second, the tax penalty for converting 
to LIFO would be payable over a 10-year 
period. 

Finally, the bill would postpone until 
after December 31, 1980, the ffiS ruling 
requiring taxpayers to take back in to in
come the value of erroneously written 
down inventories to give small business 
more time to comply. 

The need for this legislation is over
whelming. It will restore appropriate and 
fair incentives to the most dynamic sec
tor of our economy. The small entrepre
neur creates most of our new jobs, most 
of our innovations, and produces a huge 
segment of our GNP. This is not new aid 
or another Government bailout program. 
The Omnibus Small Business Capital 
Formation Act of 1981 gives back the 
freedom to achieve, grow, and prosper 
that is absolutely necessary if our econ
omy is to reach its full potential.• 
• Mr. NUNN. Mr. President, as ranking 
Democratic member of the Senate Small 
Business Committee, I am introducing, 
together with the chairman <Mr. 
WEICiaR), members of the Small Busi
ness and Finance Committees, and 
others of mv colleagues a comprehensive 
"Omnibus Small Business Caoital For
mation Act of 1981" as a lifeHne for the 
creation, growth, and survival of small 
business in the turbulent 1980's. 
THOROUGH OVERHAUL OF SMALL BUSINESS TAX 

PROVISIONS WILL BENEFIT THE ECONOMY 

As a long-time committee member I 
have witnessed at close range, the t;e
mendous benefits that have flowed to our 
economv and society from the $2 billion 
of small business tax relief enacted since 
1975. For . example, in the 5 subsequent 
~ears <1976-80), a total of 12 ~ million 
Jobs were created by small businesses. 
During that same period, the number of 
enterprises has grown by more than 1 
million, to a total of over 15 million of 
which approximately 97 percent 'are 
classified as "small business." 

~espite this progress, however, the 
Nation and its business community con
fronts a tough new era-inflation has 
eaten into the capital of both producers 

and customers; vital fuels and materials, 
which were formerly abundant, are now 
costly, and/ or scarce; pressing national 
needs in such areas as defense, transpor
tation and retirement security exert 
powerful claims on the resources that are 
available, and competition from abroad 
is becoming more intense, not only for 
world markets, but for our own domestic 
market. 

Although small businesses individually 
are most vulnerable to these difficulties, 
the small business community as a whole 
is our secret weapon for coping with 
these problems. This community con
tains people of vision, ability, and in
genuity who create and sustain enter
prises which are dedicated to solving 
many of our worst problems. If they 
succeed, our Nation will succeed. 

The framework within which these en
trepreneurs operate--the private enter
prise profit system-is the greatest en
gine for material progress that the world 
has ever seen. However, that engine is 
now throttled down by a number of basic 
elements of our tax system-most nota
bly the rate structure, depreciation, in
ventory accounting, and estate tax limi
tations-that evolved during quieter 
less-demanding times, and are now 
obsolete. 

In my opinion, we must have a thor
ough overhaul of the Tax Code to gear 
our system to revived productivity, 
maximum efficiency, and a fresh burst of 
enterprise for the decade ahead. 

If Government can relieve the special 
and acute problems of new, family
owned, small and independent busi
nesses, we will have gone a long way 
toward realizing those goals. Small busi
ness is disproportionately hurt by these 
structures of the Tax Code, and because 
it is such a large and significant part of 
economic activity, resolving these prob
lems will add great strength and dyna
mism to the economy. 

MAJOR FEATURES OF THE BILL 

The "omnibus" bill we are proposing 
today recommends fundamental struc
tural improvements in the tax laws and 
regulations governing the raising of cap
ital for the creation, expansion, profit
ability, and continuity of independent 
enterprises. 

We know that the smaller the busi
ness, the less likely it will be able to at
tract capital. Because of this, retained 
earnings are the primary source of funds 
for small business expansion. 

The rate of corporate tax determines 
what will be retained at the end of the 
year. These "retained earnings" are the 
largest source of capital for small busi
ness. Therefore, the bill would improve 
the progressivity of the corporate rates 
up to $200,000 of taxable income. It 
would cut the bottom bracket from 17 
percent to 15 percent--up to $25,000. The 
next bracket--$25,000 to $50,000-would 
be reduced from the present 20 percent 
to 17 percent. Income from $100,000 to 
$150,000 would be taxed at 35 percent
instead of the current 46 percent--while 
the tax on income from $150,000 to 
$200,000 would drop to 40 percent--also 
from 46 percent. The top bracket would 
also fall from 46 . percent to 44 percent. 
In short, an equitable tax system should 

allow smaller firms to retain more of 
what their efforts have earned in the 
marketplace, because it is unlikely that 
they can find capital elsewhere. By dou
bling-from $100,000 to $200,0(}0-the 
level beneath which the lower rates 
would apply, our bill takes a major step 
in this direction. 

In the complex depreciation area, we 
propose a sweeping simplification by cut
ting the number of classifications of 
machinery and equipment from about 
130 to 2. This change alone will eliminate 
the need for about 100 pages of tax regu
lations. Most equipment could then be 
depreciated over a period of 5 years, 
compared to an average of over 10 years 
under present rules. Motor vehicles could 
be written off over 3 years. 

In addition, investment credit bene
fits would be increased to 10 percent for 
the 5-year bracket and 6 percent for 
the 3-year bracket, a major capital re
covery advantage compared to 6% and 
3% percent under present law. 

The area of inventory accounting, 
which is even more complicated, was ex
plored in committee hearings last year. 
As a result we are advancing several' pro
posals designed to simplify the present 
tangle of rules which are incomprehensi
ble to all but the most highly trained ex
perts. Our studies show that currently, 
only 3 percent of the business popula
tion is able to utilize the "last-in/first
out" accounting <LIFO) allows for ad
justment for rising costs. With inflation 
running at about 10 percent a year, the 
unavoidability of LIFO accounting is a 
major drag on small business and the 
economy. 

Our proposals in this area include: 
Cash accounting: Permitting firms 

with less than $1 million in sales to take 
an immediate deduction for the current 
value of their inventory so they would 
not be required to account for it in fu
ture years. 

Mitigation of the present tax penalty 
associated with electing LIFO account
ing, by allowing the tax due to be spread 
over 10 years rather than being payable 
in a lump sum the first year; and 

A postponement of the requirements 
of the Thor Power case for 2 years, so 
small businesses least likely to be in
formed of these requirements, will have 
until1981 to comply. 

The bill also proposes to extend the es
tate tax reforms initiated by the com
mittee which were enacted in 1976 and 
1978. That legislation raised the Federal 
estate tax exemption from $60,000 to 
$425,000 for spouses and $175,625 for 
children and other heirs. But inflation 
is again making those limitations out of 
date. 

In my view, estate tax laws were con·· 
ceived to prevent huge aggregations of 
wealth that could have adverse effects 
on society. But, the estate tax law of 
today increasingly imperils the transfer 
of family businesses from one genera
tion to another. We just do not believe 
that the estate tax should apply to the 
average estate of a farmer or small busi
ness owner. 

Accordingly, the proposals in this bill 
are to adjust the Federal exemption up
ward for inflation to $600,000; to make 



1512 CONGRESSIONAL RECORD-SENATE February 3, 1981 
all transfers between husband and wife 
free of l<OOeral estate or gut taxes; to 
increase the annual gift tax exempt10n 
from $3,000 to $6,000 for each child-or 
other recipient--and to make several 
additional technical improvements in 
this law. 

Sl'RENGTHENING CAPITAL FORMATION 

We also adv·ance a series of proposals 
which are designed to strengthen the 
processes of capital formation and re
tention at their most critical points. 
These include: 

Providing a 10-percent credit--up to 
$1,000-for investing in the equity
ownershi.I>-securities of a small busi
ness; 

Creating a new security called a 
"Small Business Participating Deben
ture" to permit a bonus for making capi
tal available in return for the debt se
curities of a small business; 

Reducing the maximum rate of capital 
gains taxes on funds invested in small 
businesses from the present 28 to 21 
percent; 

Permitting a "rollover" of the pro
ceeds of a sale of a small firm if they are 
reinvested in another small business 
within 18 months; 

Substantially increasing the invest
ment credit for the purchase of used 
machinery; 

Increasing the pennitted number of 
shareholders in a subchapter s corpora
tion from 15 to 100. These corporations 
give a favorable treatment to the losses 
that are probable in the early years of a 
business start-up, and thus attract capi
tal at this critical stage; 

Furnishing a marginal incentive for 
securities brokers to support the trading 
in securities of smaller and lesser known 
businesses; 

Reviving the stock option as a tool for 
a cash-poor small finn to attract tal
ented management, by pennitting pay
ment of the tax on any gain to be paid 
when the stock is sold rather than when 
it is purchased. 

SCOPE OF THE BU.L 

C?ur intention with these proposals is 
to mclude the major promising recom
mendation of small business organiza
tions and of the White House Confer
ence on Small Business. For example 
the above list includes 5 of the top Hl 
recommendations of the conference 
which dealt with capital formation. ' 

We have viewed our role as being re
spo~sible for the presentation of small 
busmess tax proposals to the Congress so 
they can be considered as a part of the 
deliberations on tax policy which will 
certainly take place this year. 
. The a.dministration has indicated that 
1t considers tax reduction to be the 
centerpiece of its economic package. We 
w~nt the tax-writing committees, the 
Finance Committee in the Senate and 
the Ways and Means Committee in the 
House, to have these recommendations 
before them in a form they can act upon 
when they take up that package. 

Those committees will then have the 
tasks of .screening, evaluating, costing 
and refinmg our proposals. We are the 
adv?<?ates and they will make the final 
decisions. 

We have not addressed in this bill the 
broader questions of individual tax re
ductions or the relationship of tax cuts 
to other fiscal and monetary policies. 

However, this bill will make the small 
business communities' proposals avail
able to the committees at the right time 
then, we intend to follow through by 
bringing to the attention of these com
mittees the persuasive arguments in 
favor of this small-business tax agenda. 
SMALL BUSINESS IS THE HEART AND SOUL OF THE 

ECONOMY 

Small and independent enterprise is a 
vitally important part of the American 
economy. "Small Business," as defined by 
the Small Business Administration, ac
counts for-

More than 90 percent of all new jobs; 
Half of the existing employment; 
More than 40 percent of the gross na-

tional product; 
Half of all major industrial innova

tions; 
An influence for human scale; personal 

service, and high quality in our neigh
borhoods, communities, and national 
life; and 

A door of opportunity, open to all who 
dream the "American Dream" of busi
ness ownership. 
LEADERSHIP OF THE SMALL BUSINESS COMMITrEE 

IN THE TAX FIELD 

In the area of taxes, the Small Busi
ness Comm:ttee over the last several 
years has been the spearhead of review
ing and reforming the tax laws to take 
account of the special problems of the 
small business community. Our hearings 
and proposals since 1975 have resulted in 
many breakthroughs for small business, 
including: 

An increase of the corporate surtax from 
$25,000 to $100,000, making all rates below 
$100,000 more progressive than they have ever 
been. This is saving sma-ll businesses over 
$2 blllion per year, and individual companies 
between 23 percent and 47 percent of what 
they previously paid in federal corporate 
taxes; 

An increase of the investment tax credit 
from 7 percent to 10 percent, and nearly 
tripling it for many small firms by increasing 
the eligibility of used machinery for that 
credit from $50,000 to $100,000; 

Reforming the federal estate tax in 1976 for 
the first time in 35 years by tripling the ex
emption given tax from $60,000 to $175,000; 
broadening the marital deduction, so a total 
of $425,000 can pass to a surviving spouse 
free of federal tax; and providing 15 years for 
payment of taxes due on a farm or small 
business; and 

Reducing the tax rates on capital gains 
from a maximum of 49 percent to a maxi
mum of 28 percent, which stemmed from our 
3 years of hearings on capital formation. 
During the 12 months after that change, 
nearly a half-billion in fresh venture capital 
was mob111zed to finance small business. 

SUMMARY 

Mr. President, we on the Small Busi
ness Committee will do all we can to con
tinue these initiatives and advocacy in 
favor of major tax changes for small 
business. The introduction of today's bill 
is the first step of this 97th Congress. 
We will continue to do everything pos
sible to gain serious consideration and 
adoption of as many of the provisions of 
this bill as possible-so that small busi-

ness will emerge with a fair share of the 
tax reductions that are ultimately en
acted. If this can be accomplished, our 
entire economy and all of our citizens 
will benefit. 

This bJ.ll has been intentionally tar
geted to needs of small businesses. It is 
silent, however, on the large issue of per
sonal tax cuts, and the coordination of 
those cuts with a meaningful reduction 
in Federal spending. Since the passage of 
the Nunn-Chiles-Bellmon amendment in 
19·18 by the Senate, I have strongly en
dorsed the principle that tax rea.uctions 
must be met W.lth corresponding budget 
cuts. I will continue to work for this prin
Ciple m the 97th congress.• 
• Mr. GLENN. Mr. President, it is with 
great pleasure that I rise to join my col
leagues in sponsoring S. 360, the Omni
bus Small business Capital Formation 
Act of 1981. The bill's purpose is clear, 
simple, and straightforward-namely, to 
change our country's tax laws in a way 
that will permit smaller businesses to 
retain and attract badly needed capital. 
More specifically, S. 360 would, among 
other things, lower capital gains taxes, 
graduate and reduce corporate tax rates, 
accelerate and simplify depreciation 
schedules, reduce gift and estate taxes, 
and liberalize certain provisions con
tained in subchapter S of the Internal 
Revenue Code. 

It is difficult to overstate the impor
tance of the goal this bill seeks to 
achieve. Quite simply, the fact is this: 
Unless we in the 97th Congress are will
ing to open the capital lifeline to smaller 
firms, many of them will perish. That 
would be a tragedy this Nation could ill 
afford, especially when it is recognized 
that small business has long been the 
mainspring of the American economy. 

Lest that statement be thought exag
gerative, let me cite a few statistics. 
Small business accounts for 43 percent 
of the gross national product, 53 per
cent of all business receipts, 55 percent 
of all private sector jobs, and more than 
50 percent of all industrial inventions 
and innovations. That last figure is par
ticularly significant. Since economists 
estimate that up to half of America's 
economic growth is based on innovation, 
smaller firms are responsible for up to 
25 percent of our economic growth. Per
haps even more stunning is small busi
nesses' record with respect to job crea
tion. The Massachusetts Institute of 
Technology has found that between 1960 
and 1976, 97 percent of all new jobs were 
created by small enterprises and that 52 
percent of those jobs were generated by 
independent firms with 20 or fewer em
ployees. In short, Mr. President, it is high 
time we recognized that the economic 
role played by America's 14 million 
smaller businesses is every bit as impor
tant as that of big business or organized 
labor. 

Just over a year ago, the White House 
Conference on Small Business was held 
in Washington. That Conference, at
tended by almost 2.000 small business 
people from every State in the Union, 
concluded its work by producing a list 
of 15 major recommendations for legis
lative and administrative action on seri
ous problems facing smaller firms. It 
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should surprise no one in this Chamber 
that lack of capital emerged as the No. 1 
issue on the list; in fact, of the top 15 
recommendations, 5 were capital forma
tion proposals. 

In the 12 months that have elapsed 
since the White House Conference, Con
gress has managed only modest progress. 
In response to the Conference's call for 
regulatory reform, for example, the Reg
ulatory Flexibility Act and the Paper
work Reduction Act of 1980 were signed 
into law late last year. Other bills, such 
as those providing equal access to justice 
and enhancing the SBA's Offi.ce of Ad
vocacy, also were enacted before the 
change of administrations. Commend
SJble as these actions are, they are hardly 
suffi.cient. In the area of regulation, for 
example, the two measures I cited are 
a far cry from the truly comprehensive 
regulatory reform advocated by the Con
ference. As a coauthor of the original 
"Sunset'• legislation, let me say that I 
hope the 97th Congress will be more 
willing than its predecessors to tackle 
the regulatory issue in a truly meaning
ful fashion. 

More to the point, Mr. President, our 
efforts to date in the crucial areas of 
capital formation and tax reform have 
been woefully inadequate. Although 
many of the provisions of S. 360 were 
also contained in a bill <H.R. 5829) ap
proved by the Senate Finance Commit
tee late last year, that measure was not 
considered by the full Senate prior to 
adjournment. 

Meanwhile, economic conditions-in
cluding spiralling infiation and soaring 
interest rates-have steadily exacerbated 
the capital plight of smaller businesses. 
This has proven especially true for the 
almost half million minority-owned ~n
terprises in this Nation which suffer from 
a chronic shortage of investment capital 
even in the best of times. For these rea
sons, it is vital that Congress provide 
effective relief as soon as possible. 

In that connection, let me be clear 
about where I stand on the legislation my 
colleagues and I introduce today. I en
dorse S. 360 because of my wholehearted 
support for the key concepts contained 
within it-concepts like reduced capital 
gains taxes, accelerated and simplifted 
depreciation ·schedules and estate tax 
reform. That does not mean, however, 
that I am unalterably wedded to every 
provision now contained in the bill. 

Indeed, I reserve the right to amend, 
modify, or delete certain provisions in 
the bill as circumstances require. I am 
concerned, for example, that even 
though a complete cost estimate for s. 
360 is not yet available, the revenue loss 
from this measure is likely to be quite 
high. Given the necessity of working to
ward a balanced Federal budget, I be
lieve that we must carefully examine the 
budgetary implications of any and all fu
tl!-re legislation. As cost estimates for this 
bill become available, it may be that 
some of its provisions cannot be approved 
imm~iately-or that others are too ex
pensive to be sustained in their entirety 

Similarly, Congress may ultimately de~ 
cide that another depreciation sched
ule--whether it be the "10-5-3" proposal 

which I cosponsored or an alternative 
formulation such as "2-4-7-10"-is bet
ter suited to business needs than the 
"5-3" proposal contained in this bill. It 
is even conceivable that Congress could 
pass a tax measure so far reaching and 
radical in nature that passage of addi
tional tax cuts would be fiscally irre
sponsible. 

But these considerations aside, I be
lieve that S. 360 represents a good faith 
effort to deal with the most pressing 
issue facing smaller enterprises today. 
It constitutes a recognition of the special 
role played by small business in our econ
omy-and it proffers concrete proposals 
that address the equally special needs of 
these firms. Because the bill is consistent 
with the recommendations of the White 
House Conference--and because it serves 
to focus the attention of Congress on 
small business-! am proud to cosponsor 
S. 260. Clearly, Mr. President, the tend
ency to overlook the needs of small busi
ness must cease-not simply as a matter 
o!: economic justice-but because it is 
vital to the very survival of our free en
terprise system. I urge my colleagues to 
give this bill the careful attention it 
deserves.• 

Mr. HAYAKAWA. Mr. President, be
cause the problem of capital formation 
and retention is one of the major prob
lEms confronting small businesses in our 
country, the Senate Select Committee on 
Small Business began public hearings in 
February 1978, and continued them after 
the White House Conference on Small 
Business, which took place in January 
1980. 

The committee actively pursued its 
efforts to improve the situation in the 
form of statements to the Senate, recom
mendations to the President, and nearly 
40 days of public hearings. Private or
ganizations and public agencies joined 
in this effort and, as a result, several bills 
were developed some of which were en
acted, including a reduction of the max
imum tax on capital gains from 49 to 28 
percent. Expert witnesses from the finan
cial and small business communities tes
tified that first, small businesses need 
ass;stance and relief from Government 
pclicies and regulations and second, cap
ital formation is the prime area of need. 

I am pleased to be an original cospon
sor of the Omnibus Small Business Cap
ital Formation Act of 1981, which is 
being introduced in the Senate today, 
because I believe it is a thoughtful ap
proach to at least some of the solutions 
we must find if we are committed to 
keeping small businesses alive and well. 

This bill represents a bipartisan ef
fort to alleviate the capital formation ills 
that beset small businesses. The impor
tance of caoital formation to small firms 
was expressed by White House Confer
ence delegates when they submitted the 
top 15 priorities to the President. Of 
these, five had to do with capital 
formation. 

The bill before us today is not the 
first attempt, of course, to improve the 
capital formation climate for small busi
nesses. It has been recognized that any 
meaningful improvement in capital for
mation conditions required action on 

several fronts such as income and capital 
gains taxes, reforms, securities deregula
tion, and other areas. As mentioned in 
the committee's 31st annual report, the 
following legislation was achieved by the 
committee in the capital formation area 
during 1980: 

Twelve b1lls on various corporate income 
tax matters were formulated by the commit
tee, and after hearings by the Senate Finance 
Committee, were amalgamated into a com
bined blll (S. 2998). The Finance Committee 
approved nine of the eleven sections, as well 
as a depreciation provision. These were in
corporated into the major bill of the year, 
the "Ta.x Reduction Act of 1980" (H.R. 5829) 
which did not come before the full senate 
for action. 

Three bllls on estate ta.x assistance for the 
continuity of family farms and businesses 
were combined into S. 2967 but this was not 
considered by Finance Committee. 

Four bills on the securities aspects of capi
tal formation formulated by the Committee 
were united in the Small Business Securities 
Acts measure (S. 2990) which was joined 
with H.R. 7554 and enacted into law as the 
most comprehensive securities re!orms !or 
small business in 40 years (PL. 96-477). 

The Omnibus Small Business Capital 
Formation Act of 1981 falls into five 
broad categories: capital formation; 
capital retention; estate tax reforms; 
employee stock options; inventory ac
counting. I am confident the bill will re
ceive careful scrutiny when it is consid
ered in committee and I hope that the 
momentum established by the introduc
tion of this important legislation will be 
maintained. 

Mr. President. I respectfully request 
that my statement be inserted in the 
RECORD in appropriate sequence relating 
to this bill. Thank you. 

Mr. PRYOR. Mr. President, today I 
join with several of my colleagues in in
troducing the Omnibus Small Business 
Capital Formation Act of 1981. 

As inflation and interest rates con
tinue to rise, sources of capital for the 
small businessman have steadily dis
appeared. He or she is in a severe strug
gle not just to expand business, but to 
keep the present operation's ledgers 1n 
the black. 

To ease this shortage of capital, we are 
proposing several changes to the cur
rent tax laws which are aimed at en
abling small- and medium-size busi
nesses to retain and attract the capital 
necessary for their survival. 

Basically, we have broken down the 
thrust of the bill into five main cate
gories: First, capital formation provi
sions to stimulate outside investor fi
nancing; second, capital retention pro
visions to permit the small businesses 
themselves to retain a greater share of 
internally generated capital; third, es
tate tax reforms; fourth, employee stock 
options which could be exercised with
out tax consequences as there are now; 
and fifth, a reform of the inventory ac
counting system currently required of 
small businesses. 

Although this bill bears the label "om
nibus," we do not claim it offers all the 
answers, or perhaps not even the best 
ones, for helping our small businesses 
out of the financial plight in which they 
now find themselves. 
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However, discussion and action upon 
this legislation will serve to focus our 
attention on one of the most serious 
problems our Nation faces today-an 
economic climate which threatens the 
survival of the thousands of small busi
nesses across the Nation which form the 
very backbone of our free enterprise 
system. 

By Mr. JEPSEN: 
S. 363. A bill to amend the Older Amer

icans Act of 1965 to assure that the nutri
tion projects under that Act may include 
meals in a congregate setting or home 
delivered meals, or both, and for other 
purposes; to the Committee on Labor and 
Human Resources. 
ADMINISTRATIVE CHANGES IN MEALS-ON-WHEELS 

PROGRAM 

Mr. JEPSEN. Mr. President, I am rein
troducing a bill today which would codify 
some administmtive changes made in the 
Meals-on-Wheels program last year. This 
legislation would allow a local Meals-on
Wheels program to receive Federal funds 
without having to serve meals at con
gregate sites. 

For the benefit of our new colleagues 
who may not be aware of this problem, I 
ask that an article by Mr. Michael Bal
zane, "Self-Help Gets a Swift Kick" be 
inserted in the RECORD at this point. 

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

SELF-HELP GETS A SwiFT KicK 

(By Michael Balzano) 
" Resolved. ..• that in recognition of the 

selfiess service performed, the president is 
hereby authorized and requested to issue a 
proclamation designating the week of Sep
tember 16 through 22, 1979, as 'National 
Meals-on-Wheels Week' . .. " With these 
words, the Congress prepared to celebrate the 
25th anniversary of a ty.pically American 
phenomenon. 

But only a fe.w weeks earlier HEW's Admin
istration on Aging (AOA) unveiled dra.ft 
regulations for a new federal home-delivered 
meals program; if left unchanged, these reg
ulations threaten to drive Meals-on-Wheels 
right o1I the road. 

Some birthday present! By any standard, 
these thousands of neighborhood programs 
constitute the very model of what has a.I
ways been valued most in this country; tens 
of thousands of volunteers identifying a 
genuine community need, amassing private 
resources, and meeting that need-with a 
minimum of bureaucratic fuss and a maxi
mum of effective service. 

Every day for 25 years now, and often 
twice a day, these local, private, non-profit 
programs deliver hot meals (and often essen
tial ties with the outside world) to the home 
bound. Most of them are old-but they need 
not be 60 years of age or older. Many pay 
some or all of the cost of the meals; others 
pay none. Local churches and charities make 
up the deficit. The programs are tailored to 
virtually individual situations-and a.ppar
ently they work. 

In 1972, responding to no less worthy a 
need but quite a different one, Congress 
amended Title Vll of the Older Americans 
Act to authorize a so-called congregate nu
trition program. These programs serve a hot 
meal to senior citizens ( 60 and over) five 
d·ays a week in a group-congregate-setting. 
There is no means test or charge for the 
meals, voluntary contributions are accepted. 
Last year these congregate centers served 
some 500,000 meals a day at an annual cost 

to the taxpayers of more than $300 million. 
So, for about six years now, there have 

been two nationwide networks providing 
meals to the elderly, ea.ch with a legitimate, 
different, and apparently complementary 
pUl'lpose; voluntary meals-on-wheels pro
grams serving the homebound, and federal 
Title VII programs serving the physically 
mobile. The one was a citizens' effort, loca.lly 
designed, fiexible, and privately supported; 
the other, necessarily encumbered by federal 
regulation ranging from the nutritional con
tent of the meals to equa.l opportunity re
quirements for the hired str.ff. The one rep
resented no appreciable drain on the U.S. 
Treasury, the other a considera-ble one. 

In 1978, Congress began debating the crea
tion of a national, federally funded, home
delivered meals program. It was principally 
concerned with the nutrition needs of the 
homebound elderly and saw in mea.ls-on
wheels a logical vehicle for getting the job 
done. 

The legislation was supported by both the 
National A -sociatlon of '.Litle VII Pro ect Di
rectors, representing existing federai grant
ees, and by the National Association of 
Meals Programs (NAMP), representing a 
number of mea.ls-on-wheels programs. But 
the two groups disagreed on how the funds 
should be channeled. The Title Vll directors 
argued that their network of congregate cen
ters should operate the federal mea.ls-on
wheels services-with the private programs 
participating only under the authority of 
Title VII grantees, not as direct recipients 
of federal grants. 

NAMP's case, in contrast, was that the 
loca.l voluntary programs were already in 
place, had a proven track record, needed 
money to meet a growing demand with which 
charitable contributions were not keeping 
pace, and ought to be eligible to receive fed
eral grants. They should remain reasonably 
autonomous, free of burdensome federal 
regulations, and serve as conduits-draining 
off almost nothing in overhead-for federal 
aid to those who need it. What NAMP had in 
mind was a partnership, not absorption. 

Another sort of concern was expressed by 
local programs that did not themselves want 
federal funds but feared the impact of a new 
federal meals-on-wheels program growing 
out of the Title VII centers. Thev assumed
quite rightly as it turned out-that the two 
different services would ope:re.te under the 
same guidelines-that meals would be free 
and that their own "pay 1f and what you 
can" principle would not be able to with
stand that competition. 

As passed by Congress on October 18, 1978, 
the meals-on-wheels blli was incorporated 
into amendments to the Older Americans Act 
that greatly expanded social services for the 
elderly. Stlll, NAMP had solid grounds for 
believing that it was the intent of Congress 
to expand meal service to the homebound by 
using local voluntary meals-on-wheels pro
grams as the main vehicle. Many members 
of the Senate e.nd House authorizing com
mittees said it was, including the chairmen, 
Senator Thomas Eagleton and Representa
tive John Brademas: "In awarding funds, 
first consideration must be given to organiza
tions like Meals on Wheels . . ." (Letter to 
The Washington Star, July 21, 1978). 

Moreover, Congress provided two separate 
authorizations, one for the existing congre
gate programs and another for home-deliv
ered meals. This was taken as a signal of con
gressional intent that mee.ls-on-wheels pro
grams would be eligible for direct grants from 
the area agencies and not subsumed under 
the authority of Title vn projects. Finally 
NAMP was assured by the commissioner on 
aging that the regulations would specltlcally 
protect the loce.l voluntary programs from 
being forced out of business by Title vn 
competition. 

On July 31, 1979, the draft regulations 
finally appeared in The Federal Register. The 

key provision states: "The area agency may 
only award funds for home delivered meals 
to a service provider that also provides con
gregate meals." This fiatly rules out all but 
a handful of the voluntary meals-on-wheels 
programs from eligib1lity for direct federa.l 
grants-since, by definition, it 1s not their 
purpose to serve congregate meals. It also 
eliminates the possib111ty of funding any 
home-delivered meals services in areas where 
no congregate mea.l center exists. 

So much for congressional intent and sig
nals, and so much for the commissioner's 
assurances I 

A NARROW READING 

Now, assuming some rationality in the uni
verse and honorable intentions all around, 
the question has to be, Why? Why these 
provisions in the regulations? In a July 12, 
1979 letter to NAMP, the commissioner on 
aging justltled them as mandated in the 
statute itself. He cited a clause that says, 
with respect to nutrition services: "Each 
project will provide meals in a congregate 
setting, except that each such project may 
provide home delivered meals ... " Admit
tedly, this language is susceptible--especial
ly if read in isolation--of the commissioner's 
interpretation that home-delivered meals 
may only be provided in addition to, rather 
than instead of, meals in a congregate set
ting. But to give it such an interpretation 
in the face of the legislative history is to 
conclude that the Congress actually a.ccom
plished the precise opposite of what it in
tended. 

If the Congress fails to challenge AoA on 
its narrow translation of this ambiguous 
clause, some questions remain: Will the vol
u ntary meals-on-wheels programs be utilized 
at all under the new law? And are there 
any provisions, as promised, to protect those 
local programs that do not want federa.l 
funds from inevitable Title VII competition? 
AoA says yes: "The nutrition services pro
vider must purchase home delivered mea.ls 
from an organization, where one exists that 
(i) Demonstrates proven ability to provide 
home-delivered meals effectively and at rea
sonable costs ... " Officials at AoA argue that 
the intent of this provision is to require Title 
VII nutrition projects to purchase meals from 
the voluntary programs. Well , not quite: the 
wording is such that any organization, even a 
profit-making catering service, could qualify 
to provide the meals. 

More importr.nt by far, reducing the rela
tionship to the terms-and-conditions for 
"purchasing" meals-as the proposed regula
tions would-scarcely suggests the partner
ship that NAMP had in mind. Most of the 
local programs do a lot more than just pro
vide meals. In addition to screening appli
cants, the volunteers help their clients esta.b
llsh eligibility for other kinds of assistance, 
arrange transportation, run errands, write 
letters, and deliver a host of other services. 
If participation in the federa.l program means 
simply delivering meals, many local groups 
will want no part of it. 

So what future wlll they have? The experi
ence of Twin Cities Area Meals-on-Wheels of 
Benton Harbor, Michigan, may be instructive. 
This four-year-old problem used to serve 40 
homebound people two meals a day operating 
at a monthly deficit of $350 (offset by charita
ble contributions). The program's director 
said this to me in a letter dated August 9. 

"Approximately three months ago we 
started receiving phone calls from clients 
saying, "I didn't get a meal." The people who 
were calling were not in our program. Upon 
investigation, we found that a duplicate pro
gram sponsored by Title VII was developing 
in this area and many of the clients CUdn't 
even know where their meals were coming 
from. Since that time we have found a grad
ual decrease in the number of clients who are 
requiring our services. This decrease has (re
duced us) to approximately 20 meals per day 
and it is prohibitive for us to continue to 

- --== 
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maintain a half-time person, a telephone, an 
office and the various other overhead items 
to maintain a program that only serves 20 
meals per da.y." 

It seems clear that if the existing Meals 
on Wheels services choose not to panicipate 
in the new federal program-or are n01t 
chosen to participate--they probably w111 
not make it. (The board in Benton Harbor, 
!or one, already has decided to terminate its 
program.) 

All of which constitutes a sorry reward for 
local voluntary initiative. Congress appar
ently did not carefully assess the impact of 
the legislative language. And, this failure 
has doubtless been compounded by an out
break of extreme bureaucratic literalness in 
construing the statute and writing the regu
lations. Unless a way can be found to fund 
the voluntary effort directly, the law and the 
regulations are likely to have the unintended 
consequence of destroying the thousands of 
community-based programs that have been 
serving the homebound for so long at just 
about zero cost to the taxpayer. 

SELF-HELP REPUDIATED 

Given all the congressional accolades and 
assurances, why did the private Meals on 
Wheels programs fare so poorly? One reason 
surely is that NAMP, an all-volunteer orga
nization, backs the funds and lobbying skills 
to do battle with the federal legislative/ 
regulatory process, whereas the Title VII 
organization is amply supplied with both. 

A more interesting question is how did 
another new federal program pass the seem
ingly suspicious eye of a budget-conscious 
Congress? The answer is that, during the 
more visible period of the bill's congres
sional hearings, the motherhood-and-apple
pie Meals on Wheels vehicle was driven 
through a Proposition 13 Congress without 
a roadblock. Then when the blll reached the 
conference committee, all references to Meals 
on Wheels were removed. Congressional staff 
aides working closely with AoA bureaucrats 
helped to fa.shion the language that would 
enable AoA to interpret the law precisely as 
it did. The members of Congress were simply 
caught off guard. So the result is that the 
government ends up repudiating the phi
losophy of self-help and citizen 
responsibility"! 

What is at issue in all thts is the nature 
and purnose of government, and of the fed
eral establishment in particular. It is fair to 
assume that most Americans continue to 
believe that the central government's princi
pal responsibillty is to undertake great en
terprises-to put people on ·the moon, to 
protect the nation from its enemies, to es
tablish broad standards of public policy
and that, otherwise, it should do only that 
which individuals and voluntary groups, lo
calities and states, cannot do a.s well for 
themselves. 

On this assumption, it would seem that 
policy-makers have an obligation to fashion 
an approach for getting meals to the home
bound that finds room for worthy national 
purposes, effective local enterprise, and a 
productive partnership between them. 
Surely this falls within the range of human 
ingenuity. 

Mr. JEPSEN. Mr. President, while it is 
true that the situation described in Mr. 
Balzano's article has been corrected by 
the Administration on Aging-. there is no 
guarantee that a future administration 
would not reverse this Position. Conse
quently, permanent legislation is needed 
to insure its future existence. 

It is clear. Mr. President. that con
~ressional intent has consistently been 
m favor of helping small community 
prog-rams. Had the Administration on 
Aging's original proposal been adopted. 
small community operated Meals-on-
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Wheels programs would have been 
forced to radically change their program 
or shut down. 

I am confident that the present ad
ministration will continue to support lo
cal programs, but in order to insure the 
future viability of these programs, I urge 
my colleagues to join me in making this 
change permanent. 

By Mr. DOMENICI: 
S. 364. A bill to authorize the Chief of 

Engineers to undertake repairs and reno
vations to certain water diversion struc
tures of historical character, and/or 
other purposes; to the Committee on 
Environment and Public Works. 

REPAmS TO CERTAIN WATER DIVERSION 

STRUCTURES 

e Mr. DOMENICI. Mr. President, I am 
today introducing legislation that was 
approved last year by the Subcommit
tee on Water Resources of the Senate 
Committee on Environment and Public 
Works. This legislation, however, was 
never reported to the Senate, as we were 
unable to complete action on a full water 
resources bill. 

It is a bill designed to assist many small 
farm families in northern New Mexico. 
This legislation will assist them in up
grading their water diversion systems, 
which are known as acequias and are 
actually political subdivisions under the 
laws of New Mexico. 

But this bill also has importance for 
purposes of historical preservation. Many 
of these acequias date back to the 18th 
century and were significant in the de
velopment of the West. They should be 
preserved for historical reasons and 
should be preserved and upgraded in the 
interest of the many families who de
pend upon them as a livelihood. 

This bill makes two changes in existing 
law. First, it establishes a new system for 
assisting acequia districts. This port:on 
of the bill authorizes an expenditure of 
$40 million-to be matched by $10 mil
lion that would be provided by the State 
of New Mexico-to assist in the improve
ments to these acequia systems. 

Second, section 4 goes well beyond the 
needs of New Mexico. It expands the 
present law authorizing emergency work 
by the corps, allowing the corps to re
habilitate water diversion structures, as 
well as the other types of structures now 
permitted by law. In 1946, the Con
gress authorized the Army Corps of En
gir. eers to undertake emergency bank 
repair work. Seven years ago, in 1974, the 
Congress expanded this emergency bank 
repair program of the corps, increasing 
th(' annual program to $10 million a year, 
and raising the individual project limi
tation to $250,000. Section 4 raises those 
limits to $15 million yearly, and $350,000 
per project. In addition, this amendment 
adds "water diversion structures" to the 
"churches, hospitals, schools, and other 
nonprofit public services" that were in
cluded in this program as a result of 
the 1974 amendments. 

These changes are needed beca'.lse of 
the flood damage that occurs to small 
dams and irrigation systems. This will 
allow the corps to go forward and to re
build such structures in modern condi
tion, not just rebuilding them as they 

had been. Such a change would make 
this emergency repair program far more 
effective. 

Mr. President, I ask unanimous con
sent that a copy of this bill be printed at 
this point in the RECORD. 

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

s. 364 
Be it enacted by the Senate ana House of 

Representatives of the United States of 
America in Congress assembled, That the 
Congress finds that the irrigation ditch sys
tem in New Mexico, known as the acequias, 
dates from the eighteenth century, and that 
these early engineering works have signifi
cance in the settlement and development of 
the western portion of the United States. 

(b) The Congress, therefore, declares that 
the restoration and preservation of the 
acequias has cultural and historic value, as 
well as economic value to the region. 

SEC. 2. The Secertary of the Army, acting 
through the Chief of Engineers, is authorized 
and directed to undertake, without regard to 
economic analysis, such measures as are 
necessary to protect and restore the river 
diversion structures and associated canals at
tendant to the operations of the community 
ditch and acequia associations in New Mexico 
that are declared to be political subdivisions 
of the State of New Mexico: Provided, That 
the State of New Mexico shall pay 20 per 
centum of the cost of any work undertaken 
under this section: Ana provided further, 
That not more than $1,000,000 shall be ex
pended for the preservation and protection 
of any existing diversion structures or asso
ciated canal without th~ submission to the 
Congress of a report by the Secretary of the 
Army, acting through the Chief of Engi
neers , and its approval by a resolution adopt
ed by the Committee on Environment and 
Public Works of the Senate and the Com
mittee on Public Works and Transportation 
of the House of Repre5entatives. 

SEc. 3. For the fiscal year ending Septem
ber 30, 1982, and thereafter, the sum of $40,-
000,000 is authorized to be appropriated for 
the purposes of section 2 of this Act, to re
main available until expended. 

SEc. 4. Section 14 of the Act· approved 
July 24, 1946 (60 Stat. 653), as amended, is 
further amended by striking out "$10,000,-
000" and imerting in lieu thereof "$15,000,-
000", by inserting after the words "other 
nonprofit public services," the words "water 
diversion structures,", and by striking out 
"$250,000" and inserting in lieu thereof 
"$350,000 .... 

By Mr. SCHMITI': 
S. 382. A bill to amend title 5, United 

States Code, to improve procedures for 
the promulgation of agency rules; to 
the Committee on Governmental Affairs. 

REGULATORY REDUCTION AND CONGRESSIONAL 
CONTROL ACT 

e Mr. SCHMITT. Mr. Pres~dent, I am 
today introducing the Regulatory Reduc
tion and Congressional Control Act, 
which I previously introduced in the last 
Congress. 

This bill would establish a 60-day pe
riod in which there would be an oppor
tun'ty for congressional disapproval of 
proposed agency rules. The bill, however, 
carefully avoids imposinr; the excessive 
burden of mandating the review of all 
ru,_es. It simply opens up the rulemaking 
process to appropriate. but limited par
ticipation by the elected representatives 
of the reople. Regulatory law-making as 
exercised by the executive branch must 
become more responsive to the Congress, 
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particularly when its costs have grown 
to be so great. 

Inflation has finally become recog
nized as our Nation's number one proo
lem, and the signi?cant contribut~on 
that Federal regulation has made tom
fiat:on has become well known. Regu
lation is the fastest growing contributor 
to inflation. The landmark study of Prof. 
Murray Weidenbaum of the Center for 
the Study of American Business at 
Washington University in St. Louis dem
onstrates that regulatory costs imposed 
by the Federal Government on the pri
vate sector alone amounted to approxi
mately $103 billion for fiscal year 1979. 
This figure is approximately equal to 
one-fifth of the Federal budget but is 
not subject to any systematic procedure 
of congressional scrutiny. 

It is interesting to note in this regard 
that 34 States have taken steps to im
prove the legislative oversight of rule
making on the State level. The labora
tory of State experience has provided 
the Congress with an opportunity to se
lect from among many alternative pro
cedures for legislative review of regula
tions. State legislators have testified that 
where such procedures are available, the 
quality of legislative oversight has sig
nificantly improved. Simply the exist
ence of the authority to disapprove pro
posed rules also seems to have resulted 
in a more responsive executive branch. 
This is true even in those States where 
the legislatures have seldom if ever used 
their authority to disapprove a proposed 
or existing regulation. The States are far 
ahead of Congress in this regard, and 
it is high time for the Congress to as
sume its responsibility for the quality 
and quantity of regulatory law. 

Growing public awareness and con
cern about regulation demands that the 
Congress examine this problem in detail 
and pass legislation establishing an or
derly and certain process for congres
sional oversight of the rulemaking proc
ess. The bill I am introducing today is 
designed to accomplish this purpose. 

MAJOR PROVISIONS 

The major provisions af the bill as 
reintroduced today are as follows: 

First, Federal departments and agen
cies will be required to make a prelimi
nary economic review of all proposed 
rules in order to develop a preliminary 
estimate of any costs these rules may 
impose on the private and public sectors 
of our economy. 

Second, at the time of final publica
tion, the proposed rule would be trans
mitted to each House of Congress for 
referral to the appropriate standing 
committee. Whether the committee eval
uates the rule or not is entirely discre
tionary. It is important to note that the 
bill does not require any congressional 
action whatsoever. 

The bill simply provides that proposed 
regulations will be made available to the 
Congress before going into effect. All 
regulations will go into effect auto
matically after 60 calendar days of con
tinuous session unless one House of Con
gress has adopted a resolution of disap
proval, in which case the rule will not go 
tnto effect for an additional 30 days to 

give the other Houne an opportunity to 
act on the resolution. Whether a pro
posed rule should be evaluated or made 
the subject of a hearing is a matter for 
the committee to determine. It need not 
do anything. 

Third, on those occasions when the 
committee determines that a proposed 
rule is inconsistent with law or congres
sional intent, or that a proposed rule 
represents an excessively costly approach 
to the problem being addressed, a resolu
tion of disapproval may be reported. In 
addition, a Member may introduce a res
olution to disapprove a proposed rule 
which would be referred to committee. 
Should committee fail to take any ac
tion on a resolution of disapproval after 
45 calendar days of continuous session 
from the date of its introduction, a mo
t :on may be made to discharge the com
m:ttee from further consideration of a 
resolution if supported by one-fifth of 
the Members of the House in which it 
was introduced. In such a case, the res
olution of disapproval would be become 
privileged business on the floor of either 
House. 

If a resolution of disapproval is passed 
by one House, it will be sent to the other 
House of Congress, where, if no further 
action is taken within 30 days, the pro
posed rule will be disapproved. However, 
the other House retains the right to re
ject the resolution of d · sapproval, in 
which case the rule will go into effect. 
This procedure, unlike the strict one 
House veto. allows both Houses of the 
Congress to be involved in any action on 
a proposed rule. 

Fourth, should a rule be disapproved, 
the department or agency will be encour
aged to take a different approach to the 
problem being addressed and to oromul
gate another proposal for public com
ment and congress'onal review. Th's pro
cedure is not designed to unnecessarily 
interfere with the regulatory process, but 
to insure that regulatory law follows leg
islative intent and the will of the peoole. 

Fifth, existing rules will al!';o be sub
ject to congressional rev'ew. These rules 
will be subject to a resolut'on of recon
sideration under procedures which are 
similar to tho<;e used for nroposed rules. 
Passage of such a resolution will re~uire, 
with'n 180 days, the rel"'romulgation of 
the rule according to the procedures out
lined above. 

NEED FOR LEGISLATION 

Th's legislaMon wm orovide Congress 
with a valuable tool for as<;uring that 
executive branch rules are a true expres
sion of congressional intent. 

Let me review for a few moments the 
reason that th's legislation is required. 
R~cent years have wi.tnessod an unprece
dented eruption of regulations and regu
latory bureaucracies which impact on al
most every facet of the lives of the 
citizenry. 

The American citizen. the small busi
nessman, and Government itself are 
staggering under an increasingly heavy 
loa.d of regulations. People have a general 
perception that the reczulatory bureau':!
racy ·s out of control. There is a mandate 
to the Congress to do something about 
reestablishing control of the regulatory 

process and to reform existing regula
tions. 

The size of this massive burden can be 
appreciated by recognizing that at the 
Federal level there are 44 independent 
regulatory agencies plus 1,240 boards, 
commiss~ons, et cetera. These organiza
tions employ over 100,000 individuals re
sponsible for controlling the lives of our 
citizens. The cost to the taxpayers to 
finance these Federal bureaucracies is 
equally large, growing from just over 
$2 billion in 1974 to an estimated 
$3,500,000,000 in 1977. The total cost to 
the economy has been estimated to be 
as much as $200 billion annually when 
costs to both the public and prlvate sec
tors are considered. 

There is little question that in recent 
decades Congress has increasingly given 
up much control over the "making of 
law" to the regulatory agencies. This 
loss of constitutional congressional au
thority has occurred through the passage 
of legislation that calls for the "pro
mulgation" of rules and regulations that 
supposedly will cure some social ill. Sub
sequent congressional oversight over the 
rules and regulations so "promulgated" 
has been inconsistent. While there have 
been a few examples of good congres
sional oversight, most has been lost in 
the press of other duties. Thus, the con
stitutional concept of the separation of 
po\\ers between the legislative and exec
utive branches of Government has been 
seriously blurred and compromised. 

Mr. President, the concept of return
ing to the elected representatives of the 
people the control over governmental 
decisionmaking has become a familiar 
one in recent years. Several years ago 
the Congress passed the Congressional 
Budget and Impoundment Control Act to 
reassert its control over the Federal 
budget process. The legislation which I 
am introducing today would likewise 
employ a set of procedures to reestablish 
congressional control in the area of reg
ulatory rulemaking by executive branch 
agencies. 

It has been contended that with an 
administration in power that is commit
ted to less regulation, the Congress has 
little need for increased control over the 
regulatory apparatus. This is a relatively 
shortsighted view that overlooks the 
fundamental conflict between the bu
reaucracy and the legislative branch 
concerning the exercise of regulatory au
thority. The crucial question facing the 
congress is wh~ch branch of Government 
will retain ultimate control over the use 
of authority granted to the Congress by 
the Constitution; and subsequently, del
egated by the Congress to an assortment 
of Federal agencies and departments. 
The regulatory policies of this adminis
traMon or any other have little bearing 
on this underlying and fundamental 
question. The legislation I am introduc
ing, however, answers this question 
emuhatically that it is the Congress that 
will be responsible for the exercise of 
delegated lawmaking authority. 

A further important point addressed 
by this bill is that while the public may 
be spared 4 or more years of activist 
regulatory policies under the current ad-
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ministration, there is no guarantee that 
a future administration will not once 
again seize on its reglrlatory authority as 
a means of imposing nonlegislated poli
cies on the American public. The exist
ence of a congressional veto procedure 
would insure that this usurpation of 
congressional authority cannot ever 
again occur. 

Mr. President, I ask unanimous con
sent that the text of this bill be printed 
in the RECORD. 

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

s. 382 
Be it enacted by the senate and House of 

Representatives of the United States of 
America in Congress assembled, That (a) this 
Act may be cited as the "Regulatory Reduc
tion and Congressional Control Act of 1981". 

(b) It is the finding of the Congress that 
the steady usurpation of quasi-judicial and 
legislative powers by Federal departments 
and agencies represents a. clear and danger
ous challenge to the constitutional provi
sions establishing the separation of powers 
among the three equal branches of the Fed
eral Government. In making this finding, 
the Congress has determlned that--

( 1) there is an urgent requirement for a 
legislatively approved uniform procedure to 
oversee the rulemaking activities of the exec
utive branch of the Federal Government, 
and such a. uniform procedure will preserve 
and protect the constitutional doctrine re
lating to the separation of powers among the 
three equal branches of the Federal Govern
ment; 

(2) there is an urgent need for the legis
lative branch to supervise the Federal agen
cies in the exercise of the limited judicial 
and legislative powers which have been dele
gated by the legislative oranch to the execu
tive branch; 

(3) the often arbitrary exercise of the 
powers granted to the executive branch has 
seriously eroded the confidence of the citi
zens of the United States in the executive 
branch and thereby has weakened the con
fidence of the citizenry in our system of Fed
eral Government; 

(4) there is a. need for greater participa
tion by the public in the decisionmaking 
progress which occurs during the exercise of 
the properly mandated regulatory powers of 
the executive branch, and such public par
ticipation can best be accomplished by mak
ing Federal agencies more responsive to the 
need of citizens for information and par
ticipation in regulation activities; 

(5) the citizens of the United States are 
in need of protection from the often unnec
essary, arbitrary, and capricious actions of 
Federal agencies, particularly when such ac
tions result in significant economic burdens; 
and 

(6) the legislative branch of the Federal 
Government, the branch of the Government 
which is closest and most responsive to the 
needs and will of citizens, must reassert on 
behalf of the people the constitutional right 
of the people to be secure from unreasonable 
and arbitrary actions of the executive branch 
which result from the usurpation by the 
executive branch of the powers granted by 
the people to the judicial and legislative 
branches of the Federal Government. 

IMPROVEMENTS ~ REGULATORY PROCEDURES 

SEc. 2. (a) Section 551 of title 5, United 
States Code is amended-

( 1) by amending paragraph ( 4) to read as 
follows: 

"(4) 'rule' means the whole or part of an 
agency statement of general or particular 
applicability resigned to implement, inter
pret, or prescribe law or policy or to describe 

the organization, procedure, or practice re
quirements of an agency and includes--

"(A) the approval or prescription for the 
future of rates, wages, corporate or financial 
structures or reorganizations thereof, prices, 
fac111ties, appliances, services or allowances 
therefor, or of valuations, costs, or account
ing, or practices hearing on any of the fore
going; and 

"(B) any amendment, revision, or repeal 
of such an agency statement."; 

(2) by striking out the word "and" in 
paragraph (13); 

(3) by striking out the period at the end 
of paragraph (14) and inserting a semicolon 
and the word "and"; and 

(4) by inserting immediately after para
graph (14) the following new paragraph: 

"(15) •emergency rule' means a rule which 
is temporarily effective prior to the expira
tion of the otherwise specified periods of time 
for public notice and comment under this 
subchapter and which was duly promulgated 
by an agency pursuant to a. finding that delay 
in the effective date thereof would-

.. (A) seriously injure an important public 
interest, 

"(B) substantially frustrate legislative pol
icy and intent, or 

"(C) seriously damage a person or class of 
persons without serving any important pub
lic interest.". 

(b) Section 553 (b) of such title is amended 
by striking out clause (B) and inserting in 
lieu thereof the following: 

"(B) when the agency fo.r good cause finds 
that public notice and comment are unneces
sary due to the routine nature or matter or 
insignificant impact of the rule, or that an 
emergency rule should be promulgated. 
An agency which finds that clause (A) or (B) 
of this subsection applies to a rule shall pub
lish in the Federal Register with the final 
rule a statement of such finding and a brief 
description of reasons for such finding. The 
provisions of clauses (A) and (B) of this sub
section shall not preclude an agency from-

"(i) inviting persons representing different 
points of view to submit comments, 

"(11) creating an advisory committee tore
port, or 

"(iii) Psing such other devices to obtain 
suggestions, 
regarding the content of proposed rules prior 
to notice of rule making.". 

(c) Section 553 of such title is amended by 
redesignating subsection (e) as subsection 
(f), by striking out subsections (c) and (d), 
and by inserting immediately after subsec
tion (b) (as amended by subsection (b) of 
this section) the following new subsections: 

"(c) Except as provided in subsection (c) 
with respect to an emergency rule, and after 
notice required by this section, the agency 
shall give interested persons not less than 
60 days to participate in the rule making 
through submission of written data, views, 
or arguments with or without opportunity 
for oral presentation. The agency may extend 
the 60 day period if the agency determines 
that such perio:i is insufficient to permit dili
gent interested persons to prepare comment~ 
or that other circumstances justify an exten
sion of such period. After consideration or 
the relevant matter presented, the agency 
shall incorporate in the rules adopted a con
cise general statement of their basis and 
purpose. When rules are required by statute 
to be made on the record after opportunity 
for a.n agency hearing, sections 55fl and 557 of 
this title apply instead of this subsection. 

"(d) (1) Unless a longer period of time is 
required by ·law or provided in the rule

"(A) a rule may become effective imme
diately-

"(i) if the rule grants or recognizes an 
exemption to or relieves a restriction from a 
rule; or 

"(11) if the agency finds, under clause (A) 
or (B) of subsection (b) of this section, 

that such S'Ubsection does not apply to the 
rule; and 

"(B) any other rule €'ball take effect in 
accordance with section 603 of this title. 

"(2) Any rule adopted by an agency which 
is subject to section 603 of this title shall 
be considered a recommendation of the 
agency with respect to the adoption of a rule 
until the recommended rule becomes effec
tive under such section. 

"(e) :f an aqencv a<iont.c: an e~er~ency 
rule, the agency shall commence rule mak
ing proceedings in accoraance ,, hb su.;,.:..ec
tions (b) and (c) of this section, except 
that the period for public participation in 
the rule making shall be limited to 45 days, 
and within 15 days after the close of the 
period for public participation the agency 
shall issue a recommended final rule to take 
effect as provided under su~ection (d). Un
les3 earlier withdrawn by the agency, earlier 
disapproved by re::olution of Congress pur
su~=mt to chapter 6 of this title, or earlier set 
aside by court acti-n. an emergency rule 
shall expire on the 90th day of continuous 
session of Congre::s (calculated in accord
ance with section 605 of this title) after the 
date by which a re~ommended final rule is 
required to be promulgated under the pre
ceding sentence.". 

CONGRESSIONAL REVIEW 

SEc. 3. (a) Title 5 of the United States 
Cooe is amended by inserting immediately 
after chapter 5 the following new chapter: 
"Chapter 6-CONGRESSIONAlL REVIEW 

OF AGENCY RULE MAKING 
"Sec. 
"€01. Definitions. 
"602. Summary statement; preliminary eco-

nomic analysis. 
"603. Congre!'sional review of agency rules. 
"604. Reconsideration of agency rules. 
"605. Procedures for con~ideration of resolu

tions. 
"§ 601. Definitions. 

"For purpcses of this chapter-
" ( 1) the term 'agency' has the same mean

ing as in section 551 ( 1) of this title, and in
cludes the functions excluded from the 
definition of such term under subparagraph 
(H) of such section; 

"(2) the term 'rule' has the same mean
ing afs in section 551(4) of this title; 

"(3) the term 'emergency rule' has the 
same meaning as in section 551 (15) of this 
title; 

" ( 4) the term 'major rule' includes any 
rule which the agency, based upon a pre
lin!inary review of the economic impact of 
all proposed rules, estimates-

.. (A) will result in increased costs--
"(!) for the national economy, in excess of 

$100,000,000 in any 1 year or in excess of 
$150,000,000 in any 2 year period, or 

"(ii) for any economic sector, industry, 
or level of government, in excess of $50,000,-
000 in a.ny 1 year or in excess of $75,000,000 
in any 2 year period; 

"(B) is likely to lessen substantially com
petition, limit market entry, restrain market 
information, or tend to create a monopoly 
or monopolistic market power in any line of 
commerce in any section of the country in 
any case in which commerce in the relevant 
market exceeds $100,000,000 per year; 

" (c) wm result in a direct change in total 
employment-

"(!) for the national economy, of two
tenths of 1 per centum 1n total employment, 
or 

" ( 11) for any specific indus try, regional 
economy, level of government or category of 
employees, of ten thousand or more jobs; 

"(D) will affect products or services hav
ing an annual wholesale or retail value in 
excess of one-twentieth of 1 per centum of 
the gross national product; 

"(E) is likely to cause serious harm to the 
public health, safety, and welfare; 
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"(F) w1U provide a. civll or crlmlnal pen
alty or forfeiture in excess of $1,000 per of
fense or $100 per day; or 

"(G) wlll require an inspection of the 
premises by an agency or representative 
thereof acting in an official capacity; 

"(5) the term 'resolution of disapproval' 
means a. resolution of either House of the 
Congress, the matter after the resolving 
clause of which ls a.s follows: 'That 
the disapproves the recommended 
final rule promulgated by dealing 
with the matter of , which rule 
wa.s transmitted to the Congress on 

.', the first blank being filled with 
the name of the resolving House, the second 
blank being filled with the name of the 
agency !.;:suing the rule, the third blank being 
filled with the title of the rule and· such 
further description a.s may be necessary to 
identify it, and the fourth blank being Iilled 
with the date of transmittal of the rule to 
the Congress; and 

"(6) the term 'resolution for recons-idera
tion' means a. resolution of either House of 
the Congress, the matter after the ;resolving 
clause of which is a.s follows: 'That the 

directs Ito reconsider 
d.ts rule dealing with the ma-tter of 
which 1s found a.t .', the first 
blank 'being filled with the name of the re
solving Hou.se, the second 'blank ~being fined 
with the name of ,the agency issuing the 
rule, the thi•rd blank 'being filled w·ith the 
.title of the .rule and such further description 
which may be necessary to iden tlfy it, and 
the foul'lth blank being filled with the cita
tion to the rule in the agency records. 
"§ 602. Summary statement; preliminary 

economic analysis 
"(a) With the publication of each pro

posed and recommended final rule, includ
ing each emergency rule and major rule, a.n 
agency shall prepare and publlsh-

"(1) a summary statement, wr>itten •in 
clear English that 1s understandable to .the 
lay perwn, of .the problem requiring :remedial 
Federal action for which the rule is being 
proposed or recommended; and 

" (2) a preliminary economic a-nalysis of 
the rule which estimates to the ex.tent prac
ticable, .the costs impo3ed 'by the rule upon 
the va•rious sectors of the economy affected. 

"(!b) The summary statement and prelim
inary economic analysis required under sub
section (a) of this section shall be pub
lished-

" ( 1) in <the case of a proposed rule, wl th 
the .text of such proposed rule on the date 
suoh rule is published in the Federal Reg.is
ter; and 

"(2) dn •the ca-se of a final recommended 
rule (whether or not preceded by a proposed 
rule) • with the text of .the Tecommended 
final rule on ·the date such rule is publ·ished 
in the Federal Register. 
"i 603. Cong.ressional review of agency 

rules 
"(a) The provisions of this section do not 

a,pply Ito-

" ( 1) a rule of agency organ•ization, prac
tice, and procedure; 

"(2) a rule relating to agency management 
or personnel; or 

(3) a rule granting or recognizing an ex
ception or relieving a. restriction. 

"(b) An agency shall transmit a. copy of 
.the complete t61Xt of each recommended final 
rule issued 'by •the agency and the summary 
stat~ent and the preliminary economic 
ana.lySls prepared pursuant to sectAon 602 of 
this title to the Secretary of the Senate and 
lt'he Clerk of he House of Representatives on 
the day on which the recommended final 
rule •is published 1-n t'he Federal Register and 
shall designate as a recommended majo; rule 
any recommended final rule which meets any 
of the criteria specified in section 601(4) of 
thds title. A recommended final rule of an 
agency shall not become effective 1! wJ.thin 

60 days of continuous session of the Con
gress after the tran.smlttal of t-he recom
mended final rule to .the Congress, one House 
agrees to a. resolution of disapproval con
cerning the Tule and at the end of 30 ad
d! tiona! such days after •the date of trans
mittal of the resolution of disap.proval to 
the other House, such other House !has not 
adopted a. re.solution d•isap.proving such 
re.5olutlon. 

"(c) (1) Each committee of the Senate and 
the House of Representatives having legis
lative jurisdiction over the subject matter 
with which a recommended final rule is con
cerned may review any recommended final 
rule and the accompanying materials trans
mitted to the Senate and the House of Rep
resentatives under subsection (b) of this 
sect~on for the purpose of determining 
whether-

.. (A) the estimated costs of implementing 
the recommended final rule would exceed 
the benefits expected to be derived from the 
rule; or 

"(B) the recommended final rule contains 
any provision which-

:: (i) violates provisions of existing law; 
(11) is in conflict with judicial decisions· 

"(111) goes beyond the mandate of the la; 
which the rule is designed to implement· 

"(iv) is redundant, overlapping, or inc~n
sistent with provisions of another rule· 

"(v) would seriously injure an impo~tant 
public interest; or 

"(vi) is inconsistent with congressional 
intent. 

"(2) If a. committee of the Senate or the 
House of Representatives determines, with 
respect to a recommended final rule, that its 
estimated costs exceed its expected benefits 
or that it contains a provision which meets 
the criteria described in paragraph (1) (B) 
of this subsection, the committee may report 
a. resolution of disapproval of such rule. A 
committee may report a resolution of dis
approval of a rule based on such factors 
(other than the factors specified in subpara
graphs (A) and (B) of paragraph (1)) as 
the committee finds appropriate. 

"(3) This subsection does not affect the 
right of any Senator or Member of the House 
of Representatives to introduce a resolution 
of disapproval with respect to a. rule. 

"(d) If a resolution of Congress disap
proves a recommended final rule which was 
being promulgated subject to a statutory 
time limit for rule making, the adoption of 
the resolution shall not relieve the agency 
of its responsib1lity for adopting a recom
mended final rule, but any statutory time 
limit shall apply to such renewed rule mak
ing only from the date on which the resolu
tion was adopted. 

" (e) ( 1) If a recommended final rule of an 
agency is disapproved by the Congress, the 
agency may issue a. recommended final rule 
which relates to the same acts or practices as 
the d1sapproved rule. Such recommended 
final rule-

"(A) sba.ll be based upon-
"(i) the rule making record of the recom

mended final rule disapproved by the con
gress; or 

"(11) such rule making record and the 
record established in supplemental rule 
making proceedings conducted by the agency 
in accordance with section 553 of this title, 
in any case in which the agency determines 
that it i.s necessary to supplement the exist
ing rule making record; and 

"(B) may reflect such changes as the 
agency considers necessary or appropriate. 

"(2) An agency, after issuing a recom
mended final rule under this subsection, 
shall transmit such rule to the Secretary of 
the Senate and the Clerk of the House of 
Representatives in accordance with subsec
tion (b) of this subsection, and such rule 
shall only become final in accordance with 
such subsection. 

"(!) Congressional inaction on or rejection 

of a resolution for disapproval shall not be 
deemed an expression of approval of such 
rule. 
"§ 604. Reconsideration of agency rules 

"(a.) (1) Each committee of the Senate 
and the House of Representatives having 
legislative jurisdiction over the subject mat
ter over any rule of an agency which 1s In 
effect may periodically re lew the rule for 
the purpose of determining whether-

" (A) the costs of the rule exceed the bene
fits being derived from the rule· or 

"(B) the rule contains any provision 
which meets the criteria described in section 
603(c) (1) (B) of this title. 

"(2) If a committee of the Senate or the 
House of Representatives determines with 
respect to any rule of an agency which is in 
effect, that its costs exceed its benefits or 
that it contains a. provision which meets the 
criteria described in section 603(c) (1) (B) of 
this title, the committee may report a. reso
lution for reconsideration of such rule. A 
committee may report a resolution of recon
sideration for a rule based on such factors 
(other than the factors specified in subpara
graphs (A) and (B) of paragraph (2)) a.s the 
committee finds appropriate. 

"(3) This subsection does not affect the 
right of any Senator or Member of the House 
of Representatives to introduce a resolution 
fo: reconsideration with respect to a rule. 

'(b) If either House of the Congress adopts 
a. resolution for reconsideration of a rule 
which is in effect, the rule shall lapse Within 
180 days after the date on which the reso
lution is adopted unless recommended again 
by the agency. Unless excepted by section 
553 (a) of this title, the agency shall, not 
less than 60 days prior to again recommend
ing such a rule, give not1ce of a proceeding 
to consider its recommendation. The notice 
anq proceeding shall comply with subsec
tions (b) and (c) of section 553 of this 
title, except that the provisions of section 
553(b) (3) of this title shall not be avail
able to the agency and the agency shall hold 
a hearing for oral presentations. Any rule 
recommended pursuant to this subsection 
within 180 days of the passage of the reso
lution for reconsideration shall take effect 
as provided in section 603 of this title, and 
during the period for congressional review 
provided in that section the reconsidered 
rule may remain in effect. 
"§ 605. Procedures for consideration of reso

lutions 
"(a) The provisions of this section, para

graphs (5) and (6) of section 601 (a.), sub
section (c) of section 603, and subsection (a) 
of section 604 are enacted by Congress-

• ( 1) as an exercise of the rule making 
power of the Senate and the House of Rep
resentatives, respectively, and a.s such they 
are deemed a part of the rules of each House, 
respectively, but applicable only with respect 
to the procedure to be followed in that House 
in the case of resolutions of disapproval, 
resolutions disapproving a resolution of dis
approval in the other House, and resolutions 
for reconsideration; and they supersede other 
rules only to the extent that they are in
consistent therewith; and 

"(2) with full recognition of the consti
tutional right of either House to change the 
rules (so far as relating to the procedure of 
that House) at any time, in the same man
ner and to the same extent a.s in the case 
of any other rule of that House. 

"(b) Resolutions of disapproval, resolu
tions disapproving a resolution of disap
proval in the other House, and resolutions 
for reconsideration, shall, upon introduction, 
be immediately referred by the presiding 
officer o! the Senate or of the House of Rep
resentatives to the committee of the Senate 
or the House of Representatives having leg
islative jurisidiction over the subject mat
ter of the rule to which the resolution re
lates. 



February 3, 1981 CONGRESSIONAL RECORD-SENATE 1519 
"(c) (1) (A) If the committee to which a 

resolution of disapproval has been referred 
does not report such resolution v;ithin 45 
days of continuous session of Congress aft£:r 
the date of transmittal of the recommended 
final rule to which such resolution relates, 
it shall be in order to move to discharge the 
committee from further consideration of 
such resolution. 

"{B) If the committee to which a resolu
tion disapproving a resolution of disapproval 
has been referred does not report such resolu
tion within 20 days of continuous session of 
Congress after the date of transmittal of the 
resolution of disapproval from other House, 
1 t sh1:1.1l be in order to move to discharge the 
committee from further consideration of the 
resolution disapproving the resolution of dls
a.pproval. 

"{C) lf the committee to which a resolu
tion for reconsideration has been referred 
does not report such resolution wi~hin 45 
days of continuous session of Congress after 
the date of introduction of such resolution, 
it shall be in order to move to discharge the 
committee from further consideration of the 
resolution. 

"{2) Any such motion to discharge must be 
supported by one-fifth of the Members of 
the House of Congress involved, and is highly 
privileged in the House and privlleged in the 
Senate {except that it may not be made after 
a resolution of disapproval, a resolution dis
approving a resolution of disapproval in the 
other House, or a resolution for reconsidera
tion, as the case may be, ha.s been reported 
with respect to the same rule); and debate 
thereon shall be limited to not more than 
1 hour, the time to be divided in the House 
of Representatives equally between those fa
voring and those opposing the motion to 
discharge and to be divided in the Senate 
equally between, and controlled, by the ma
jority leader and the minority leader or their 
designees. An amendment to the motion is 
not in order. 

"{d) {1) Except as provided in paragraphs 
(2) and (3) of this subsection, consideration 
of a resolution of disapproval, a resolution 
disapproving a resolution of disapproval in 
the other House, or a resolution for recon
sideration shall be in accord with the rules 
of the Senate and of the House of Repre
sentatives, respectively. 

"(2) When .a committee has reported or 
has been discharged from further considera
tion of a resolution with respect to a rule, it 
shall be in order at any time thereafter (even 
though a previous motion to the same effect 
has been disagreed to) to move to proceed 
to the immediate consideration of the resolu
tion. The motion is highly privileged and is 
not debatable. An amendment to the motion 
is not in order. 

"(3) Debate on a resolution with respect 
to a rule shall be limited. to not more than 
two hours, which shall be divided equally 
between those favoring and those opposing 
the resolution. A motion further to limit 
debate is not In order. An amendment to, 
or motion to recommit the resolution is not 
in order. 

"(e) For the purposes of this chapter_ 
"(1) continuity of sesc:ion is broken only 

by an adjournment sine die; and 
"(2) the days on which either House is 

not in session because of an adjournment 
of more than 3 days to a day certain are 
excluded in the computation of calendar 
days of continuous sess-ion.". 

(b) The table of chapters for part 1 of 
title 5, United States Code, is amended by 
inserting immediately after the item rela
ting to chapter 5 the following: 

"6-Congressional Review of Agency Rule 
Making ... 601". 

(c) The provisions of chapter 6 of title 5, 
United States Code, shall supersede any 
other provision of law governing procedures 
for congressional review of agency rules to 

the extent such other provisions are incon
sistent with such chapter. 

EFFECTIVE DATE 

SEc. 4. This Act and the amendments made 
by this Act shall become effective on Decem
ber 1, 1982.e 

By Mr. ARMSTRONG: 
s. 384. A bill entitled the "Federal 

Expenditure Control Act of 1981"; to 
the Committee on the Budget and the 
Committee on Governmental Affairs, by 
unanimous consent pursuant to the 
order of August 4, 1977. 

FEDERAL EXPENDITURE CONTROL REFORM ACT 
OF 19S1 

e Mr. ARMSTRONG. Mr. President, the 
changes in Presidential impoundment 
authority made by the Congressional 
Budget and Impoundment Control Act 
of 1974 place severe restrictions on the 
ability of the President to manage prop
erly the financial affairs of the Federal 
Government. At a time of great tension 
between the legislative and executive 
branches, the Congress acted unwisely 
to overturn authority and precedent 
which had served the country well. 

The history of Presidential impound
ments <what we now call "rescissions") 
indicates that, in most instances, 
impoundments have been made to 
achieve sound management. Whether to 
prevent deficiencies in accounts, to 
respond to changed circumstances 
unforeseen by the Congress, or to pre
vent duplicate payments from being 
made Presidents have used, for the 
most part, impoundment authority wisely 
and judiciously with proper regard for 
the prerogatives of the Congress over 
appropriation of funds. 

Examples of such use of impoundment 
authority abound: 

In 1803, Thomas Jefferson impounded 
funds meant for guntoat construction 
after the Lou~siana Purchase prevented 
an imminent conflict; 

Martin Van Buren impounded funds 
which would have resulted in duplicate 
pension payments; 

President Grant prevented expendi
ture for water projects meant for purely 
private use; 

In 1945, President Truman impounded 
funds for construction of veterans hos
pitals until the geographical need could 
be determined; 

President Johnson, in order to achieve 
congressionally mandated budget ceil
ings, impounded 2 percent of all payrolls, 
10 percent of all non-Vietnam defense 
spending, and 10 percent of all other 
nonentitlement Federal srending. 

As most of my colleagues will remem
ber, the restrictions which are now in 
force, restrictions which require con
gressional .approval of President;al re
scission, came at the end of a long and 
sometimes bitter struggle with the Nixon 
administration over a series of impound
ments made by· the President in order 
to reduce spending. The Congress ob
jected to the severity of the impound
ment which it felt vlrtually eliminated 
congressionally mandated programs. 

While the problem of excessive execu
tive discretion may have been a real one, 
Congress overreacted and has restricted 
the President's power unduly. In virtually 

every State in the Union, the Governor 
bas not only power to prevent spending, 
but the more powerful line item veto. 
These powers play an integral part of 
the Governor's duty to maintain consti
tutionally mandated balanced budgets. 
The President of the United States, an 
executive with far greater responsiblli
ties for the economic well-being of the 
nations, should have available similar 
tools. 

The changes made in impoundment 
authority in the Budget Act have vir
tually ended Presidential discretion over 
Federal spending. Under current law, the 
President is required to send requests for 
rescission of budget authority to the 
Congress. The Congress then has 45 days 
in which to draft and enact a bill ap
proving all or part of the President1s 
request. If the Congress fails to act, the 
Presidelllt is required to make the funds 
available for obligation. With this re
quirement, it is no wonder that con
gressional inaction has resulted in the 
approval of only 15 percent of all Presi
dential rescission requests since 1976. 
The vast majority of these requests h~ve 
never reached a vote. 

In the face of this record, sending up 
of recissions has limited appeal. In 
fiscal year 1980, a year of near record 
deficit, inflation, and economic chaos, 
the President sent up only $1.6 billion 
in rescission requests. The Congress re
acted by rejecting through inaction $1.1 
billion. Thus, out of a budget of $579.6 
billion, a scant $500 million, eight one
hundredths of 1 percent of the total, 
was saved through the decision of the 
President that better management could 
be achieved. 

Mr. President, the record clearly in
dicates the need for change. Therefore, 
I am introducing the Federal Expendi
ture Control Reform Act of 1981 which 
will amend the Budget and Impound
ment Control Act to allow the President 
more flexibility in achieving needed 
savings. 

This bill is quite simple. Under its 
provisions, the President would continue 
to notify the Congress of his intent to 
rescind appropriated budget authority. 
The Congress would then have 45 days 
in which to pass a resolution disapprov
ing the rescission. This basic change, to 
Congressional approval, will alter the 
climate for Presidential action by re
quirilllg a positive. considered action by 
the Congress in order to require that 
outlays be made. Thus, the President 
will be allowed the managerial flexibility 
required for efficient Government with
out infringing on the constitutional 
rights of the Congress to control the 
public purse. 

Mr. President, I believe the case is 
clear. In this time of reordering the 
priorities and management of Govern
ment, the Congress should act quickly 
to return to the executive branch one 
of its most effective tools of manage
ment, the ability not to spend the tax
payers money.e 

By Mr. INOUYE <for himself, Mr. 
MAT<;UNAGI\. and Mr. RANDOI.PH) : 

s. 385. A bill to amend the Rehabilita
tion Act of 1973 to provide for compre-
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hensive study of the rehabilitation needs 
of the Pacific Basin, emphasizes the need 
for trained rehabilitation personnel, and 
for other purposes; to the Committee on 
Labor and Human Resources. 
REHABn.rrATION NEEDS OF THE PACIFIC BASIN 

• Mr. INOUYE. Mr. President, today, 
on behalf of Senators RANDOLPH and 
MATsUNAGA and myself, I am introducing 
legislation that would direct the Na· 
tiona! Institute for Handicapped Re
search of the Department of Education 
to conduct a comprehensive study of the 
rehabilitation needs of the Pacific Basin, 
especially emphasizing the need for 
trained rehabilitation personnel. 

I was very pleased that at the end 
of the 96th Congress, during our confer· 
ence deliberations on the continuing 
resolution for the Department of Educa
tion for fiscal year 1981, the House and 
senate conferees became aware of the 
many unique needs of the Pacific Basin. 
In fact, it was unanimously agreed that 
there is such a pressing responsibility 
that the Department of Education should 
give this matter a high priority during 
its planning for new initiatives. 

Our Government has, over the past 
decade, established a positive and, in 
my judgment, highly productive rela
tionship with the various governmental 
entities in the Pacific Basin. However, I 
am afraid that in taking a closer look, 
and especially in focusing on the health 
and social welfare needs of the inhabi
tants of the Pacific region, we would find 
that we have not been as generous or 
farsighted as we would like to believe. 
Rather, we have unfortunately been 
rather lax. For example, the number of 
infectious diseases still prevalent and 
the incidence of certain disease entities, 
such as childhood leukemia. or high blood 
pressure, far exceeds that which any of 
us would consider tolerable. Further, I 
understand that especially in the area 
of rehabilitation medicine, that the 
necessary facilities and trained person
nel are virtually nonexistent. Accord
ingly, the legislation that Senators 
RANDOLPH, MATSUNAGA, and I are intro
ducing today would direct the Depart
ment of Education to prepare a com
prehensive evaluation of the needs of 
the Pacific Basin with the hope that we 
will be able to develop a truly national 
strategy for long-term action. It is our 
sincere expectation that during subse
quent committee hearings on this meas
ure that the Governors of American 
Samoa, Hawaii, Guam, the Northern 
Mariana Islands, and the Trust Terri
tory of the Pacific will have the oppor
tunity to actively assist us in developing 
an innovative approach. 

Mr. President, I request unanimous 
consent that the text of this bill be 
printed in the RECORD. 

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

s. 385 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, That this 
Act may be cited as the "Pacific Basin Re
hab111tation Needs Study Act". 

SEc. 2. The Congress finds that-
(1) 1981 h88 been declared the Interna

tional Year of the Disabled and over the past 

decade the Federal Government has estab
lished a multitude of legal and honorable 
relationships with the various governmental 
entities in the Pacific Basin; 

(2) transportation, communication, and 
rehabilitation facilities are rudimentary 
and the geographic distances involved 
extraordinary; 

( 3) in the Marshall Islands nearly half of 
the individuals 50 or over have diabetes; 

(4) the incidence of childhood leukemia 
on Ponape and Kosrae is ten times the ex
pected rate; 

( 5) the incidence of high blood pressure in 
Guam and the Northern Mariana Islands is 
35 percent of individuals over 30 years of 
age; 

( 6) there are major drug abuse and alco
holism problems, and in the Trust Territory 
suicide is the primary cause of death for 
adolescents at a rate for their age group 
which is the highest in the world; 

(7) leprosy, yaws, filariasis, and tuber
culosis are st111 prevalent and remain a ser
ious health threat to the children of the 
Pacific Basin; 

(8) there is an extreme lack of qualified 
rehab111tation and health personnel, with an 
absence of any ongoing training programs; 
and 

(9) the long range plan of the National 
Institute for Handicapped Research ex
pressly cites the pressing rehab111tation 
needs of the Pacific Basin region. 

SEc. 3. Section 202 of the Rehabilitation 
Act of 1973 is amended by adding at the end 
thereof the following new subsection: 

"(j) ( 1) The Director, through the In
stitute, shall conduct a comurehensive study 
and evaluation of the rehabilitation needs of 
the Pacific Basin, including the need for 
trained rehabilitation personnel. 

"(2) Jn carrying out the study and evalua
tion required by this subsection the Director 
shall consult with the chief executives o! 
American Samoa, Guam, Hawaii , the North
ern Mariana Islands, and the Trust Territory 
of the Pacific Jslands, and the head of the 
Alcohol, Drug Abuse and Mental Healt h Ad
ministration and the Bureau of Health Man
power of the Department of Health and 
Human Servics. 

"(3) (A) The Director shall prepare and 
submit to the Congress not lat er than one 
year after the date of enactment of this 
section a report on the study and evaluation 
required by this subsection, together with 
such recommendations as the Director deems 
appropriate. 

"(B) No recommendation may be made 
pursuant to subuaragraph (A) of this uara
graph unless the appropriate chief executive 
approves of the recommendation relating to 
inhabitants of the territory of that chief 
executive.".e 

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

S. 386. A bill to direct the Secretary of 
Education to identify and address the 
unique needs of immigrants in the 
United States taking into account that 
immigrants are concentrated in a select 
number of identifiable cities, and for 
other purooses; to the Committee on 
Labor and Human Resources. 

S. 387. A bill to direct the Secretary of 
Labor to identify and address the unioue 
needs of immigrants in the United States 
taking into account that immigrants are 
concentrated in select number of identi
fiable cities, and for other purposes; to 
the Committee on Labor and Human 
Resources. 

EDUCATION GATEWAY crrY ACT AND LABOR 
GATEWAY CITY ACT OF 1981 

• Mr. INOUYE. Mr. President, today, I 
a.m introducing two bills which, if en-

acted, would direct the Departments of 
Labor and Education to conduct a 
thorough study of their efforts to ad
dress the unique employment and edu
cational needs of our Nation's immi
grants. 

All of the evidence that I have seen, 
clearly suggests that within our Nation, 
there are highly ascertainable pockets of 
' 'high immigrant impact" in which 
these future citizens tend to reside. In 
fact, I understand that 10 cities pres
ently receive nearly 40 percent of all im
migrants and that six States account for 
nearly 70 percent of the total immigrant 
population. Further, there is every indi
cation that future immigrants will con
tinue to gravitate toward the same lo
cations. As a result, as a. provision of 
the Health Services and Centers Amend
ments of 1978, we had a particular pro
vision included that directed the De
partment of Health and Human· Services 
to focus on their present efforts to insure 
high quality health services and to re
port back to the Congress any legisla
tive recommendations that they might 
have. That report was indeed a most 
significant document and it clearly 
stated that these individuals do in fact 
have a number of unique problems that 
can be satisfactorily addressed if they 
are done so in a reasonable and timely 
fashion. 

Accordingly, I feel that it is now time 
to direct both the Departments of Labor 
and Education to complete work on 
similar documents in their jurisdiction. 

Mr. President, I request unanimous 
consent that the text of this bill be 
printed in the RECORD. 

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

s. 386 
Be it enacted by the Senate and House oj 

Representatives of the Untted States of 
America in Congress assembled, That this Act 
may be cited as the "Education Gateway City 
Act of 1981". 

SEc. 2. The Congress finds that-
( 1) our Nart;ion's immigration policies are 

established by the Federal Government and 
are not under the control of State or local 
officials; 

(2) the report issued pursuant to the 
Health Services and Centers Amendments of 
1978 indicated th&lt there are identifiable 
areas of high concentrations of immigrants, 
and 10 cities which represent only about 10 
percent of the total United States popula
tion currently are receiving nearly 40 per
cent of all immigrants, and 6 States account 
for almost 70 percent of the immigrants; 

(3) there is every indication that future 
immigrants and refugees will also settle In 
these same cities and States; and 

(4) such report also Indicated that these 
future citizens did indeed have very real and 
often unique local problems that can im
posed a significant burden on the local pub
lic health authorities and that cultural and 
language barriers were extremely important. 

SEc. 3. (a) The Secretary of Education shall 
conduct a thorough study to identify and 
assess effort.c3 to be made by the Depal'tment 
of Education to respond to the unique edu
cation needs of immigrants in the United 
States. 

(b) In carrying out the study required by 
this Act, the Secretary shall consult with 
the Commissioner of Immigration and Natu
ralization, with leaders in industry in the 
cities 'having high concentrations of immi
grants, with elected officials from cities hav-
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ing high concentration of immigrants, and 
with representatives of immigrants. 

SEc. 4. The Secretary of Education shall 
prepare and submit to the Congress not later 
than one year after the date of enactment 
of this Act a. report on the study required 
by this Act, together with such recommen
dations, Including recommendation.s for leg
islation, as the Secretary determines will ad
dress the needs of Immigrants in cities hav
ing high concentrations of immigrants. 

S.387 
Be it enacted, by the Senate and House of 

'Representatives of the United States ot 
America in Congress assembled, That this 
Act may be cited as the "Labor Gateway 
City Act of 1981". 

SEc. 2. The Congress finds tha.t-
(1) our Nation's immigration policies are 

established by the Federal Government and 
are not under the control of State or local 
otllcia.ls; 

(2) the report issued pursuant to the 
Health Services and Centers Amendments 
of 1978 indicated that there are identifiable 
areas of high concentrations of immigrants, 
and 10 cities which represent only about 10 
percent of the total United States popula
tion currently are receiving nearly 40 per
cent of all immigrants, and 6 States ac
count for almost 70 percent of the immi
grants; 

(3) there ts every indication that future 
immigrants and refugees wlll also settle in 
these same cities and States; 

(4) immigration accounts for 12 percent 
of the actual growth tn the labor force each 
year; and 

(5) such report also indicated that the im
migrants did indeed have very real and often 
unique problems that can impose a signifi
cant burden on the local publlc health au
thorities and that cultural and language 
barriers were extremely important. 

SEc. 3. (a) The Secretary of Labor shall 
conduct a thorough study to identify and 
assess efforts to be made by the Department 
of Labor to respond to the unique employ
ment needs of immigrants in the United 
States. 

(b) In carrying out the study required by 
this Act, the Secretary shall consult with 
the Commissioner of Immigration and Natu
rallzation, with leaders in Industry in the 
cities having high concentrations of immi
grants, with elected otllcials from cities hav
ing high concentration of immigrants, and 
wtth representatives of immigrants. 

SEc. 4. The Secretary of Labor shall ore
pare and submit to the Congress not later 
than one year after the date of enactment 
of this Act a report on the study required 
by this Act, together with such recom
mendations, Including recommendations for 
legislation, as the Secretary determines wlll 
address the needs of immigrants in cities 
having high concentrations of immigrants.e 

By Mr. HATCH (for himself and 
Mr. TOWER): 

S. 388. A bill to reinstate the tax treat
ment with respect to annuity contracts 
with reserves based on a segregated as
set account as they existed prior to is
suanc~ of Revenue Ruling 77-85; to the 
Comnuttee on Finance. 

INVESTMENT ANNt7ITIES 

Mr. HATCH. Mr. President, this pro
posed legislation is very important not 
only because it rights a tremendous in
justice in the administration of our tax 
laws. but because it is important to the 
authority and integrity of the U.S. Sen
ate and the laws of our country. It is a 
matter of tax laws, but more impor-

tantly, also a matter of who makes the 
law. The Internal Revenue Service has 
in the specific instance pertaining to this 
matter usurped that authority in the 
face of opposition of the U.S. Senate, a 
U.S. district court decision and the ex
pressed will of the House Committee on 
Wavs and Means. 

The specific matter at hand pertains 
to ms Revenue Ruling 77-85 that re
versed over 70 consistent public and pri
vate rulings that covered a time span 
of more than a decade. This ruling not 
only strangled an innovative annuity 
industry to the detriment of the well
being of our Nation's citizens, this rul
ing, and the ms actions related thereto 
constitute a documentable case of ar
bitrary, capricious, and illegal acts that 
cannot be acceptable nor tolerable to 
the Senate. 

The merits of this proposed amend
ment are clearly reflected in the various 
courts' pronoun ements. The U.S. Dis
trict court, District of Columbia declared 
that: 

Revenue Ruling 77-85 is an erroneous and 
unreasonable interpretation of the internal 
revenue code, and in view of this fact that 
substantial deference to the agency's ex
pertise is not warranted by the facts of the 
case, the court will declare the ruling to be 
unlawful and beyond the services' statutory 
authority. 

Revenue Ruling 77-85 is unlawful, errone
ous, unreasonable, and beyond the services' 
statutory authority in that its determina
tion that the pollcyowner, rather than the 
issuing life insurance company, is the owner 
of the investment annuity custodial account 
assets. 

The services' decision in Revenue Ruling 
77-85 was not contemporaneous with the 
enactment of section 801(g) (1) (b), does not 
reflect a longstanding agency position, and 
is inconsistent with earlier pronouncements 
and even one subsequent announcement of 
the agency. Accordingly, substantial defer
ence to the services' expertise is unwarranted 
in the instant case. 

Substantial deference to the services' ex
pertise is also unwarranted because the serv
ice was improperly motivated by considera
tion of tax reform when it issued Revenue 
Ruling 77-85. 

While the appellate court never ad
dressed the merits of this matter, because 
it based its findings upon a jurisdiction 
question, the appellate court stated: 

This is not a. situation where there are no 
remedies, however. Congress keeps a watchful 
eye on developments in this tax field and 
will listen to citizens with a grievance or 
plea. 

Predictably, the failure of Congress to 
remedy our citizens' very serious griev
ances and pleas arising from the illegal 
Revenue Ruling 77-85 emboldened the 
ms to issue Revenue Ruling 80-274 that 
totally destroyed another important seg
ment of the annuity industry, the so
called savers' annuity. The IRS bottomed 
their new ruling (80-274) upon Revenue 
Ruling 77-85 that the court had ad
judged as being illegal, unreasonable, be
yond the IRS' authority and ignorant of 
the law. <See citation above.) This bill 
reinstates the taxation of annuity con
tracts as it existed prior to the ms· is
suance of Revenue Ruling 77-85 and 
thereby also provides the needed remedy 
for annuities subject to Revenue Ruling 

80-274 because Revenue Ruling 80-274 
was bottomed on Revenue Ruling 77-85. 

The true victims of these illegal, un
reasonable ms actions are our Nation's 
citizens who are being illegally denied 
most innovative and useful annuities that 
were developed in the public interest. 
Thus, this is a situation that warrants 
remedial action by the Senate, action 
that will also restore the authority of 
the Congress in the writing of our tax 
laws-a most important matter that 
commands our immediate and resolute 
action. 
• Mr. TOWER. Mr. President, I am 
pleased to cosponsor legislation intro
duced by Senator HATcH, designed to 
rectify an injustice caused by the Inter
nal Revenue Service's sudden departure 
from longstanding procedure in the tax
ation of investment annuities. This bill is 
identical to H.R. 743, introduced in the 
House by Congressman BARBER CONABLE, 
and to S. 3082 that I introduced in the 
96th Congress. Hearings were held on 
S. 3082 by the Finance Committee Sub
committee on Taxation and Debt Man
agement. Senate procedural constraints 
subsequent to the hearing precluded 
further Senate action in the 96th Con
gress. 

This bill would reinstate the tax treat
ment of annuity contracts with reserves 
based on a segregated asset account as 
they existed prior to the issuance of 
Revenue Ruling 77-85. This ruling was 
subsequently held unlawful by the U.S. 
D:strict Court, District of Columbia, on 
the ground that it constituted an illegal, 
arbitrary, and conscious act beyond the 
statutory authority of the ms. based on 
an unreasonable interpretation of the 
Internal Revenue Code. The appellate 
court, while not addressing the merits 
of the district court's decision, did in
vite Congress to provide relief, which 
this bill is designed to accomplish. 

From 1963 to 1965, when the IRS is
sued basic rulings on the subject of vari
able, or investment annuities, all rele
vant departments of the national office 
of the ms insisted that an innovative 
form of annuity upon which the Service 
had been asked to rule was purely and 
simply a variable annuity pursuant to 
the separate account laws that had pre
viously been enacted in 1962. 

During the ensuing 12 years after 
1965, the ms reaffirmed its basic posi
tion over 70 times, including the issu
ance of Revenue Ruling 68-488 pertain
ing to deferred annuities. On March 9, 
1977, the IRS issued Revenue Ruling 
77-85, which completely reversed its 
longstanding rulings upon which an im
portant segment of the life insurance 
industry had relied. The result was, and 
continues to be, devastating to this seg
ment of the industry. 

Several Members of Congress pro
tested this action to the Treasury and 
the IRS. On April 29, 1977, the Senate 
passed, by a vote of 57 to 26, an amend
ment to H.R. 3477, the Tax Reduction 
and Simplification Ac't of 1977, which 
would have deferred the effective date of 
Revenue Ruling 77-85 for 1 year in order 
to permit Congress to study the matter 
and to consider any appropriate legisla-
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tion. Unfortunately, this amendment was 
not adopted in subsequent negotiations 
on H.R. 3477 by the House-Senate con
ference committee. 

Immediately after the conference 
comm~ttee completed its work, one in
surance company, the originator of the 
investment annuity and whose entire 
business was destroyed by the IRS's sud
den fiip-fiop of position on this matter, 
sued the Internal Revenue Service in 
Federal District Court for the District 
of Columbia for arbitrary, illegal, and 
capricious acts. 

On November 9, 1977, the court ruled 
that Revenue Ruling 77-85 was indeed 
unlawful and beyond the statutory au
thority of the IRS. Judge Charles R. 
Richey expressed the "confident as
sumption" that the IRS would proceed 
to rectify its error without the need for 
the issuance of an injunction. 

However, the IRS refused, stating that 
it would appeal any injunction issued 
and would retroactively tax any annui
ties sold during the interim of the appel
late process, should the IRS prevail on 
appeal. 

The President's 1978 tax program pro
posed the taxation of all nonqualified de
ferred annuities in the same way as that 
imposed upon the investment annuity by 
revenue ruling 77-85, which, of course, 
had been declared unlawful by Federal 
district court. 

The President's 1978 tax proposals re
lating to all annuities were wisely re
jected by the House Ways and Means 
Committee during its consideration of 
H.R. 12173, to override revenue ruling 
77-85, which was approved by committee 
by a vote of 22 to 14. Due to a procedural 
constraint at that time, however, H.R. 
12173 was not incorporated in the tax bill 
reported by the committee. 

The appellate court declared that it did 
not have jurisdiction and, therefore, 
reached no decision on the merits of the 
case. The appellate court added lan
guage, however, inviting Congress to 
fashion appropriate relief: 

This is not a. situation where there are no 
remedies, however. Congress keeps a watchful 
eye on developments In the tax field, and will 
listen to citizens with a grievance or plea. 

Shortly after the introduction of s. 
3082 last year to remedy this serious 
grievance and to reaffirm the law clearly 
ignored by revenue ruling 77-85, the 
IRS, without giving interested parties the 
opportunity to be heard, issued revenue 
ruling 80-274. This ruling wiped out the 
important "savers' annuity" segment of 
the annuity industry at great economic 
loss. Revenue ruling 80-274 contains no 
rational legal analysis and cites as its 
authority revenue ruling 77-85, which, 
as indicated above, was declared by the 
district court upon its merits as being un
reasonable and in contravention of well
established law. The passage of the legis
lation introduced today reinstates the 
tax treatment with respect to those an
nuities subject to revenue ruling 80-
274. 

Mr. President, the entire matter, quite 
frankly, is a classic case of the will of 
Congress being frustrated and subverted 
by agency action in infiuencing the legis-

lative process. The advocates of these 
annuities have a serious grievance which, 
in my mind, requires a prompt congres
sional remedy. I believe that the action 
by the IRS in issuing the manifestly un
reasonable and unsupportable revenue 
rulings 77-85 and 80-274 deserves the 
attention of the Senate in order to re
store these annuities to their proper 
place, taxwise, under the law and to 
resolve the severe inequities which have 
resulted from the Internal Revenue 
Service's arrogant disregard for sound 
judicial authority.e 

By Mr. HATCH: 
s. 389. A bill for the relief of Howard 

B. Schmutz; to the Committee on the 
Judiciary. 

RELIEF OF HOWARD B. SCHMUTZ 

Mr. HATCH. Mr. President, I would 
like to speak in behalf of my constituent, 
Mr. Howard Schmutz. In 1973, the Na
tional Park Service withdrew a grazing 
permit on the Grand canyon National 
Monument which led to the end of a 
family cattle operation dating back as 
early as 1860. The Park Service withdrew 
this grazing permit on the Grand Can
yon National Monument, now the Grand 
Canyon National Park in the area of 
Tuckup canyon where John Schmutz, 
the grandfather of Howard Schmutz, 
began this family operation long before 
December 22, 1932 when the monument 
was established. 

The compensa•tion fee of $129,000 is 
for the lost value of two springs, known 
as the Cottonwood and Tuckup Allot
ments, located in the area designated by 
the special use permit. Let me stress 
that this compensation is not for the 
value of the land or the cattle, but for 
the lost value of the beneficial use of 
the springs. 

John Schmutz was one of the pioneers 
of the Grand Canyon area when he dis
covered the springs in an unsurveyed 
area and staked a claim to the water 
rights on January 1, 1914. This claim was 
filed and recorded on January 19, 1914, 
in Book II, page 163, in the records of 
Mojave County, Ariz. 

John Schmutz transferred his water 
rights to his son Marcel Schmutz who 
continued the family cattle operation 
until his death in 1973. At that time 
Howard Schmutz inherited the opera
tion but was denied the continuation of 
the grazing permit for a 30-square mile 
area surrounding the springs. Mr. How
ard Schmutz recognizes the right of the 
Federal Government to cancel the per
mitted use of Government land and only 
asks compensation for the springs which 
by law are considered real property in 
the West where water often determines 
the value of land. 

The National Park Service and the 
Bureau of Land Management as well as 
the Arizona State Land Department 
raised questions as to whether Mr. How
ard B. Schmutz did, in fact, have a vested 
interest in these two springs at the time 
the NPS designated the land for public 
use. 

On April 8, 1971, the Arizona State 
Land Department informed Mr. Schmutz 
that they had no record of his claim to 
old water rights prior to June 12, 1977, 

and that they would not issue a certifi
cate of water right. They advised Mr. 
Schmutz that he would have to update 
his ownership on his own and present 
evidence of such ownership to them for 
recordation at some future date. 

It was the opinion of the field solici
tor of the NPS in a letter dated June 21, 
1977, that if copies of the recorded deeds 
could be furnished this evidence would 
establish an unbroken chain vesting col
ora~ble title in Mr. Howard B. Schmutz. 
This evidence was presented to the West
ern Region in a letter signed by Howard 
Schmutz on June 25, 1977. This clearly 
evidences a vested property right to How
ard Schmutz and his heirs. 

In answer to a request by my oflice, 
the western region of the NPS provided 
an appraisal of the claimed water rights. 
It is the opinion of the appraiser that 
the value of the two springs amounts to 
$75,000. The NPS based this appraisal on 
two things: Sales evidence showing that 
the value of a grazing unit was approxi
mately $1,000 per animal unit, and the 
opinion of an appraiser that the carrying 
capacity of the Tuckup and Cottonwood 
Allotments is 75 animal units cow-year 
long. 

This opinion is based on an appraisal 
made from an airplane while flying over 
Tuckup Canyon. As you will note in the 
committee report, the Park Service had 
already estimated the carrying capacity 
to be 129 cattle in the special use permit. 
Therefore, just compensation is $129,000 
and not $75,000. 

In spite of the established vested prop
erty rights, Mr. Schmutz was advised in 
a letter from the acting director of the 
U.S. Department of the Interior, Oflice of 
Hearings and Appeals, that no provision 
of law or any regulation would allow the 
Department to compensate him for the 
Springs. Had an administrative mecha
nism for compensation been established 
at the time the Grand canyon National 
Park was formed, my constituent could 
have been compensated for being denied 
beneficial use of the springs. May I add 
that in previous discussions with the 
western region of the National Park 
Senice, it was also their opinion that Mr. 
Schmutz should have received some com
pensation. 

On May 3, 1977, the Oflice of Hearings 
and Appeals recommended that the only 
vehicle to accommodate the desire of 
Mr. Schmutz to be compensated would 
be private legislation. 

The right of the Government to take 
away the beneficial use of the springs is 
not in question; However, the right to do 
so without compensation is not just, es
pecially since these two springs have 
been vital to the cattle operation of this 
family for generations. 

Mr. Schmutz first asked for the help 
of Congress in a letter to my predecessor 
Senator Moss dated November 22, 1973. 
Private legislation was introduced in the 
95th Congress but did not come up for 
hearings. It was introduced again at the 
beginning of the 96th Congress and was 
reported out of the Senate Judiciary 
Committee with no dissenting votes cast 
in opposition. When Congress adjourned 
it was on the agenda of the House Ju
diciary Committee but was not acted 
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upon. The House Judiciary Committee 
staff has assured me that this bill will be 
acted on early in this new session. 

Mr. Howard Schmutz is 63 and suffers 
from Parkinson's disease and has suf
fered long enough from the ordeal for 
trying to receive just compensation. I 
hope my colleagues in the Senate will act 
expeditiously and favorably to pass this 
bill once again. 

By Mr. DOLE <for himself, Mr. 
DANFORTH, Mr. BENTSEN, Mr. 
DURENBERGER, Mr. BOSCHWITZ, 
Mrs. KASSEBAUM, Mr. MATSUN
AGA, Mr. BAUCUS, and Mr. 
SYMMS): 

S. 390. A bill to amend the Trade Act 
of 1974 to provide for an additional Dep
uty United States Trade Representative; 
to the Committee on Finance. 
INCREASE OF NUMBER OF DEPUTY UNITED STATES 

TRADE REPRESENTATIVES 

• Mr. DOLE. Mr. President, today I am 
introducing legislation, cosponsored by 
eight of my colleagues to increase from 
two to three the number of Deputy U.S. 
Trade Representatives. I dis :ussed the 
possibility of such an increase with the 
new U.S. Trade Representative both be
fore and during his confirmation hear
ings. It is my understanding from our 
conversations and his testimony that 
Ambassador Brock believes this incre~e 
could be accommodated within the pres
ent staff levels of that office. No addi
tional positions would be required. Their 
total authorized personnel ceiling would 
remain at slightly over 100, keeping it 
one of the smallest but most effective or
ganizations in the entire Federal Gov
ernment. 

The present structure of the Office of 
the U.S. Trade Representative was cre
ated in the Trade Act of 1974. Pursuant 
to section 141 of that act in addition to 
the Trade Representative, two Deputy 
Trade Representative positions were 
created and it was provided that the in
dividuals confirmed in these positions 
would hold the rank of ambassador. 
Therefore, legislative authority is re
quired before an additional deputy posi
tion can be created. 

Mr. President, this additional deputy 
is needed to continue and enhance the 
ability of the U.S. Trade Representative 
to coordinate and implement our trade 
policy. The growing importance of trade 
and the increasing complexity of the 
issues in our trade policy clearly requ'res 
that the Trade Representative's Office 
have additional executive leadership. 

In 1975, the year the Trade Act of 1974 
became law, total U.S. merchandise 
trade was $200 billion. In 1980 it was 
almost one-half a trillion dollars. As a 
percentage of GNP total trade increased 
from 7 percent in 1975 to 8.3 percent in 
1980, an increase of almost 20 percent. 

This growth in trade has necessarily 
increased the number and complexity of 
issues facing the U.S. Trade Representa
tive. As a result certain areas of our 
trade may not have received the atten
tion or detailed consideration they 
otherwise would have received. For some 
time I, along with other Senators repre
senting agricultural States, have felt 

that our agricultural trading interests 
were not being accorded the priority 
which they were due. Too often our ag
ricultural trade has taken a back seat 
to other trade or diplomatic considera
tions. While this legislation would not 
require that the new Deputy Trade Rep
resentative position be established solely 
to deal with agr:cultural issues, it is my 
hope that position will enable USTR to 
give more attention and weight to the 
international trade needs of our agricul
tural interests. 

This legislation is especially impor
tant with the upcoming textile negotia
tions. It is clear that one of the present 
two Deputy Trade Representatives will 
be extensively involved in these critical 
negotiations. The time and attention 
which will be required in this effort by 
the deputy stationed in Geneva gives in
creased importance to meeting the pres
ent need for an additional deputy.e 

By Mr. CHAFEE (for himself, Mr. 
GOLDWATER, Mr. BENTSEN, Mr. 
DANFORTH, Mr. DOMENICI, Mr. 
GARN, Mr. GLENN, Mr. HAY
AKAWA, Mr. JACKSON, Mr. LU
GAR, Mr. NUNN, Mr. PRESSLER, 
Mr. ROTH, Mr. SCHMITT, Mr. 
SIMPSON, Mr. WALLOP, Mr. 
THuRMOND, Mr. HATCH, and Mr. 
HUDDLESTON): 

S. 391. A bill to amend the National 
Security Act of 1947 to prohibit the 
unauthorized disclosure of information 
identifying agents, informants, and 
sources and to direct the President to es
tablish procedures to protect the secrecy 
of these intelligence relationships; to the 
Committee on the Judiciary. 

AGENr IDENTITIES PROTECTION ACT 

<The remarks of Mr. CHAFEE and Mr. 
BENTSEN on this legislation appear 
earlier in today's RECORD.) 

ADDITIONAL COSPONSORS 
s. 2 

At the request of Mr. MATHIAS, the 
Senator from Hawaii (Mr. INOuYE) was 
added as a cosponsor of S. 2, a bill to 
amend the Internal Revenue Code of 
1954. 

s. 7 

At the request of Mr. THURMOND, the 
Senator from New Mexico <Mr. 
ScHMITT) was added as a cosponsor of 
S. 7, a bill to amend title 38, United 
States Code, to provide a new educa
tional assistance program for veterans 
and persons who serve on active duty 
with the Armed Forces after September 
30, 1981, and for persons who perform 
service in the Selected Reserve of the 
Ready Reserve of an Armed Force after 
such date, and for other purposes. 

s. 20 

At the request of Mr. SASSER, the Sen
ator from Nebraska <Mr. ExoN) was 
added as a cosponsor of S. 20, a bill to 
amend title 18 of the United States Code 
to prohibit the robbery of a controlled 
substance from a pharmacy. 

s. 32 

At the request of Mr. CHAFEE, the Sen
ator from Alabama <Mr. HEFLIN), the 
Senator from Michigan <Mr. RIEGLE), 

and the Senator from Utah <Mr. GARN) 
were added as cosponsors of S. 32, a bill 
to grant a Federal Charter to the Italian 
American War Veterans of the United 
States of America. 

s. 43 

At the request of Mr. SASSER, the Sen
ator from South Dakota <Mr. ABDNOR) 
was added as a cosponsor of S. 43, a bill 
to amend the Congressional Budget Act 
of 1974 to require the Director of the 
Congressional Budget Office to prepare 
and submit, for every bill or resolution 
reported in the House or the Senate 
which has certain specific economic con
sequences, an estimate of the cost which 
would be incurred by State or local gov
ernments in carrying out or complying 
with such bill or resolution. 

s. 46 

At the request of Mr. THURMOND, the 
Senator from New Mexico <Mr. ScHMITT) 
was added as a cosponsor of S. 46, a bill 
to amend title 5 of the United States 
Code to permit present and former civil
ian employees of the Government to re
ceive civil service annuity credit for re
tirement purposes for periods of military 
service to the United States as was cov
ered by social security, regardless of 
eligibility for social security benefits. 

s. 75 

At the request of Mr. WALLOP, the Sen
ator from Utah <Mr. GARN) was added 
as a cosponsor of S. 75, a bill to amend 
the Internal Revenue Code of 1954 to 
encourage capital investment by individ
uals and corporations. 

s. 93 

At the request of Mr. MATHIAS, the 
Senator from Pennsylvania <Mr. SPEc
TER) was added as a cosponsor of S. 93, 
a bill to designate the birthday of Martin 
Luther King, Jr., a legal public holiday. 

s. 141 

At the request of Mr. BENTSEN, the 
Senator from Oregon <Mr. PAcKwooD) 
was added as a cosponsor of S. 141, a bill 
relating to tax treatment of qualified 
dividend reinvestment plans. 

s. 154 

At the request of Mr. PRYOR, the Sen
ator from Arizona <Mr. DECONCINI) was 
added as a cosponsor of S. 154, a bill to 
amend title 37, United States Code, to 
authorize special pay to a member of a 
uniformed service who performs duties 
that are unusually hazardous or per
formed under unusually severe working 
conditions. 

s. 170 

At the request of Mr. MoYNIHAN, the 
Senator from West Virginia <Mr. RAN
DOLPH), the Senator from Michigan <Mr. 
RIEGLE), the Senator from Montana 
<Mr. BAucus), and the Senator from 
Arizona <Mr. DECONCINI) were added as 
cosponsors of S. 170, a bill to amend the 
Internal Revenue code of 1954 to allow 
the charitable deduction to taxpayers 
whether or not they itemize their per
sonal deductions. 

s. 203 

At the request of Mr. PRYOR, the Sen
ator from Texas <Mr. BENTSEN) was 
added as a cosponsor of S. 203, a bill to 
redesignate the Department of Agricul
ture as the Department for Agriculture. 
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At the request of Mr. MATHIAs, the 
Senator from Utah (Mr. HATCH) was 
added as a cosponsor of S. 255, a bill to 
amend the patent law to restore the 
term of the patent grant for the period 
of time that nonpatent regulatory re
quirements prevent the marketing of a 
patented product. 

s. 258. 

At the request of Mr. BoREN, the Sen
ator from Nevada <Mr. CANNON), the 
Senator from Minnesota <Mr. DUREN
BERGER), the Senator from Massachu
setts <Mr. KENNEDY), the Senator from 
Hawaii (Mr. MATSUNAGA), the Senator 
from Massachusetts <Mr. TsoNGAS), and 
the Senator from Arkansas <Mr. BUMP
ERS) were added as cosponsors of S . 258, 
a bill to authorize the President to pre
sent on behalf of the Congress specially 
struck gold medals to certain former 
hostages and the survivors of certain 
deceased U.S. servicemen. 

s. 259 

At the request of Mr. GOLDWATER, the 
Sentaor from North Carolina <Mr. 
HELMS), the Senator from Vermont <Mr. 
STAFFORD), and the Senator from Utah 
<Mr. GARN) were added as cosponsors of 
S. 259, a bill to repeal the earnings ceil
ing of the Social Security Act for all 
beneficiaries age 65 and older. 

s. 293 

At the request of Mr. THURMOND, the 
Senator from South Dakota <Mr. 
ABDNOR), the Senator from Utah <Mr. 
GARN), and the Senator from Idaho <Mr. 
McCLURE) were added as cosponsors of 
S. 293, a bill to amend the Food Stamp 
Act of 1977 to prohibit any household 
from participating in the food stamp 
program if such household has one or 
more members on strike as a result of a 
labor dispute. 

s. 294 

At the request of Mr. GLENN, the Sen
ator from Indiana <Mr. LUGAR) was add
ed as a cosponsor of S. 294, a bill to 
establish an Interagency Committee on 
Arson Control to coordinate Federal 
anti-arson programs, to amend certain 
provisions of the law relating to pro
grams for arson investigation, preven
tion, and detection, and for other pur
poses. 

s. 317 

At the request of Mr. BENTSEN, the 
Senator from Missouri <Mr. DANFORTH) 
was added as a cosponsor of S. 317, a bill 
to amend the Internal Revenue Code of 
1954 to provide faster tax deductions for 
depreciation and larger investment tax 
credits in order to help combat inflation 
and increase the United States position 
in world trade. 

s. 321 

At the request of Mr. BENTSEN, the 
Senator from Arkansas <Mr. PRYOR) , the 
Senator from Arizona <Mr. GoLDWATER), 
the Senator from Kentucky <Mr. FoRD), 
the Senator from Arizona <Mr. DECON· 
CINI), the Senator from New York <Mr. 
D'AMATo), and the Senator from Texas 
<Mr. ToWER) were added as cosponsors 
of S. 321, a bill to amend section 265 of 
the Internal Revenue Code of 1954 with 
respect to the deduction, by certain fi
nancial institutions, of interest paid on 

deposits of public funds where those de
posits are secured by tax-exempt obliga
tions. 

SENATE JOINT RESOLUTION 3 

At the request of Mr. PRYOR, the Sen
ator from Arizona <Mr. DECONCINI) was 
added as a cosponsor of Senate Joint 
Resolution 3, joint resolution proposing 
an amendment to the Constitution to 
provide for the direct popular election 
of the President and Vice President of 
the United States. 

SENATE JOINT RESOLUTION 20 

At the request of Mr. SASSER, the Sen
ator from Kentucky <Mr. FoRD), and the 
Senator from Iowa <Mr. JEPSEN) were 
added as cosp~msors of Senate Joint Res
olution 20, joint resolution to designate 
the month of April 1981 as Gospel Music 
Month. 

SENATE CONCURRENT RESOLUTION 
~ONCURRENT RESOLU1ITON 
RELATING TO THE INTERNATION
AL YEAR OF DISABLED PERSONS 
Mr. DOLE (for himself, Mr. HATFIELD, 

Mr. RANDOLPH, Mr. STAFFORD, Mr. MOYNI
HAN, Mr. BAUCUS, Mr. BENTSEN, and Mr. 
HEINZ) submitted the following concur
rent resolution; which was referred to 
the Committee on Labor and Human 
Resources: 

S. CoN. REs. 4 

Whereas a new era in recognition of human 
rights and universal respect for these rights 
h8.9 begun; 

Whereas the United Nations General As
sembly has declared 1981 as the International 
Year of Disabled Persons; · 

Whereas the United States has made great 
strides during the last decade in improving 
the lives of 35 mlllion American citizens with 
physical and mental disab111ties; 

Whereas there is st111 much to be done to 
open doors for disabled persons; 

Whereas the United States recognizes the 
need for further progress in strengthening 
public understanding and awareness of the 
needs and aspirations of disabled persons; 
and 

Whereas the United States Council for the 
Internat ional" Year of Disabled Persons is 
coordinating public and private participation 
during the International Year of Disabled 
Persons: Now therefore be it 

Resolved by the Senate (the House of Rep
resentatives concurring) , That it 1s the sense 
of the Congress that the President should 
take all steps within his authority to imple
ment, within the United States, the objec· 
tlves of the International Year for Disabled 
Persons (J 981) , as proclaimed by the United 
Nations General Ac;sembly Resolution 31/123 
of December 16, 1976, as well as the goals of 
the Federal Interagency Committee which 
coordinates the activities for the Interna
tional Year of Dis"lbled Persons within the 
Federal Government. 

SEc. 2. The Secretary of the Senate shaU 
transmit a copy of this concurrent resolution 
to the President. 

• Mr. DOLE. Mr. President. today, along 
With Senators HATFIELD, RANDOLPH, STAF
FORD, MOYNIHAN. BAUCUS, BENTSEN, and 
HEINZ, I am introducing a concurrent 
resolution on the international year of 
disabled persons. in 1981. My Kansas col
league, Congressman WINN, is introduc
ing a companion resolution in the House. 
We are subm '.tting these resolutions this 
week, in coniunction with the activities 
of the U.S. Council for the International 

Year of Disabled Persons and the Federal 
interagency committee. This week rep
resents a kickoff for the activities that 
wlll follow during the course of this year 
in many communities throughout the 
United States. It is our hope that this 
resolution will serve to focus attention 
on the significance of 1981, as the 97th 
Oongress proceeds to the legislative busi
ness of this session. 

Since there is still a lot to be done to 
assist the needs of handicapped indi
viduals within our society, I ask my col
leagues to keep in mind possible legisla
tive initiatives that could be taken to 
further assist d isabled Americans in their 
efforts to join the mainstream of our so
ciety. Although we have made great 
strides in improving the lives of 35 mil
lion Americans, we can still create new 
opportunities for them. 

PUBLIC AND PRIVATE SECTOR COOPERATION 

Congress can pass laws that affect the 
handicapped in their everyday personal 
and professional lives, and it is always 
anticipated that such efforts on the part 
of the public sector will promote in a 
constructive way an understanding and 
awareness of the needs of disabled per
sons, as well as their potential contribu
tions to the society in which they seek to 
participate. However, ultimately, it is up 
to the private sector to recognize the un
utilized human resources available with
in our population and to harness these 
previously unleashed energies and tal- · 
ents to the good of the entire society. 

In conjunction with this year, I would 
like to cite the tremendous cooperation 
and coordination that exists between the 
public and private sector here in Wash
ington, D.C., working on behalf of the 
international year of disabled persons is 
the U.S. Council for the IYDP, which is a 
private organization that came into being 
in order to carry out the objectives of 
this special year. This dedicated group of 
individuals is working very closely with 
its counterpart in Government, the Fed
eral interagency committee for the IYDP. 
These two organizations symbolize the 
efforts that ideally should be taking place 
throughout our society. Government can 
play an important role in promoting the 
interests of disabled Americans, but it 
is really up to the private sector to im
plement the signals given out by Govern
ment. 

PROGRESS TO COME 

Mr. President, we are now at a time 
in our Nation's history, when we can 
look back over the past decade and see 
the progress that has been made in rec
ognizing the needs of 35 million disabled 
Americans, and addressing those needs. 
However, we cannot rest here and com
mend ourselves on the good work that 
has been done. There is much that re
mains to be done, and we must keep 
moving along the path we have begun. 

During the last 10 or so years, we have 
witnessed the removal of many architec
tural and transportation barriers, which 
had previously put handicapped citizens 
at a disadvantage. They have experi
enced a vast improvement in mobility 
accom'9anied by increased opportunities 
to join the mainstream of our society. 
They have been able to participate in 
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the work force and demonstrate what 
they are capable of doing, inst~ad. of 
having the emphasis placed on therr lim-
itations. . .. 

Despite all this progress m a pos1t1ve 
direction our society still has a long way 
to go in terms of overcoming certain at
titudinal barriers that continue to exist. 
It is my hope that, working together, 
Government can send the right signals 
to further enhance opportunities for 
disabled Americans who deserve to have 
doors opened for them. 

GOALS IN CONGRESS 

Mr. President, as we set the goals we 
hope to accomplish during the 97th 
Congress, we should keep in mind any 
legislative opportunities that arise on 
the floors of both Houses of Congress, 
which could result in further progress 
for 35 million Americans who happen to 
be physically or mentally disabled. Once 
their path to opportunity has been facil
itated, these individuals can join the 
mainstream of our society and demon
strate what they are capable of doing. 

As members of Congress, we can accel
erate the integration of our Nation's 
disabled citizens. Actions that we make 
on the Senate and House fioors can have 
a tremendous impact on the quality of 
the lives that handicapped individuals 
lead in communities across the country. 
We should do everything in our power to 
continue to open doors that will permit 
full participation within our society. This 
year represents a new beginning for all 
of us in Congress. Let us accept the 
challenges that lie ahead and work to 
enhance the possibility of new begin
nings for all of our country's citizens, 
keeping in mind that 1981 has been des
ignated the "International Year of Dis
abled Persons", and that we should pay 
special attention to the needs and poten
tial of handicapped Americans.• 

SENATE CONCURRENT RESOLUTJON 
5-CONCURRENT RESOT ·UTJON 
RELATING TO THE I:MPRlSON
MENT OF DR. VIKTOR BRAILOV
SKY 
Mr. LUGAR submitted the following 

concurrent resolution; which was re
ferred to the Committee on Foreign Re
lations: 

S. CoN. RES. 5 
Whereas the Universal Declaration of 

Human Rights and the International Co""e
na.nt on Civil and Political Rights guarantee 
to all individuals the right to freedom of 
thought, conscience, and religion, the right 
to hold opinions without interference, the 
right to freedom of expression, and the right 
to emigrate; 

Whereas the Final Act of the Conference on 
Security and Coopers. tion in Europe commits 
the signatory countries to respect individual 
rights and fundamental freedoms. in particu
lar to "deal in a positive and humanitarian 
spirit" with the appllcations of persons wish
ing to emigrate to rejoin relatives; 

Whereas the Soviet Union signed the Final 
Act of the Conference on Security and Co
operation in Europe, is a. party to the Uni
versal Declaration of Human Ri'?:hts, and has 
ratified the International Covenant on Civil 
and Political Rights; 

Whereas Dr. Viktor Brailovsky was dis
missed from his position in the Soviet Union 
as a. computer scientist at the Institute of 

Electronic Control Machines in 1972 as are
sult of requesting permission to emigrate; 

Where Dr. Viktor Brailovsky has been con
tinually harassed by Soviet authorities for 
the past eight years; 

Whereas Dr. Viktor Brailovsky has been 
arrested numerous times, imprisoned, and 
refused emigration; 

Whereas Soviet officials have searched Dr. 
Brailovsky's home and confiscated invalu
able scientific papers and Jewish cultural 
materials; 

Whereas Dr. Viktor Bra.Uovsky organized 
the Moscow Seminar for Jewish Scientists 
and published the unofficial Jewish journal, 
Jews in the U.S.S.R., for which he was ar
rested and kept under investigation in April 
of 1980; 

Whereas Dr. VQttor Brailovsky bravely led 
a group of over 230 other Soviet Jewish re
fusniks in an appeal to President Leonid 
Bre?hnev for free emigration of Soviet Jews 
on the eve of the Madrid Conference in No
vember, 1980; 

Whereas Dr. Viktor Brallovsky was ar
rested and imprisoned in connection with 
this activity and his other e.fforts to encour
age free emigration; 

Whereas Dr. Viktor Brailovsky was in lll 
health when arrested and has not been re
ceiving proper medical treatment for a seri
ous liver ailment while in prison; 

Whereas Soviet authorities have suspended 
questioning of Dr. Brailovsky and have 
brought no formal charges against him after 
two months of interrogation; and 

Whereas Dr. Brailovsky is in need of im
mediate and adequate medical attention: 
Now, therefore, be tt 

Resolved by the Senate (the House of Rep
resentatives concurring), That it is the sense 
of the Congress that the President, acting di
rectly or through the Secretary of State, 
should-

(1) continue to express at every suitable 
opportunity and in the strongest terms the 
opposition of the United States Government 
to the imprisonment and treatment of Dr. 
Viktor Brailovsky; 

(2) urge the Government of the Soviet 
Union to-

(A) release Dr. Brailovsky from prison and 
provide him with proper medical care, and 

(B) permit Dr. Brallovsky and his family 
to emigrate to Israel to join his brother and 
his family, in accordance with the Final Act 
of the Conference on Security and Coopera
tion in Europe, the Universal Declaration of 
Human Rights, and the International Cov
enant on Civil and Political Rights; and 

(3) inform the Government of the Soviet 
Union that the Government o! the United 
States. in evaluating its relations with other 
countries, will take into account the extent 
to which such countries honor their com
mitments under international law, especial
ly commitments with respect to the protec
tion of human rights. 

SEc. 2. The Secretary of the Senate shall 
transmit a copy of this concurrent resolution 
to the President with the request that he 
further transmit such copy to the Ambassa
dor of the Union o! Soviet Socialist Republics 
to the United States. 

SENATE RESOLUTION 60--0RTGINAL 
RESOLUTION R.EPORTED AU
THORIZING EXPENDITURES BY 
THE COMMITTEE ON ARMED 
SERVICES 
Mr. TOWER; from the Committee on 

Armed Services, reported the following 
origjnal resolution; which was referred 
to the Committee on Rules and Admin
istration: 

S. RES. 60 
Resolved, That in carrying out it.s powers, 

duties, and functions under the Standing 

Rules of the Senate, in accordance with its 
jurisdiction under rule XXV of such rules, 
incluc1ing holding hearings, reporting such 
hz-arings, and making investigations as au
thorized by paragraphs 1 and 8 of rule XXI 
of the Standing Rules of the Senate, the 
COmmittee on Armed Services is authorized 
from March 1, 1981, through February 28, 
1982, in its discretion (1) to make expend
itures from the contingent fund of the Sen
ate, (2) to employ personnel, and (3) with 
the prior consent of the Government depart
ment or agency concerned and the Commit
tee on Rules and Administration, to use on 
a reimbursable basis the services of peronnel 
of any such departmen.t or agency. 

SEc. 2. The expenses of the committee 
under this resolution shall not exceed $1,563,-
400, of which amount not to exceed $35,000 
may be expended for the procurement of the 
services of individual consul·ta.nts, or orga
nizations thereof (as authorized by seotion 
202(i) of the Legislative Reorganiza.tion Act 
of 1946, as amended). 

SEc. 3. Tbe committee shall report its find
ings, togetther with such recommendations 
for legisla.tion as it deems advisable, to the 
Senate at the earliest practicable date, but 
not later than February 28, 1982. 

SEc. 4. Expenses of the committee under 
this resolution shall be paid from the con
tingent fund of the Senate upon vouchers 
approved by the chairman of the committee, 
except that vouchers shall not be required 
for the disbursement of sa.laries of employees 
paid at an annual rate. 

• Mr. TOWER. Mr. President, I rise to 
report a resolution agreed to by the Com
mittee on Armed Services authorizing 
expenditures for the committee for the 
year beginning March 1, 1981, s.nd 
ending February 28, 1982. 

In ·addition, I ask unanimous consent 
that the organization of ad hoc sub
committees approved today by the Com
mittee on Armed Services be printed in 
the RECORD following the resolution. 

There being no objection, the list was 
ordered to be printed in the· REcoRD, as 
follows: 

COMMITTEE ON ARMED SERVICES AD HOC 
SUBCOMMITTEE ORGANIZATION 

SUBCOMMITTEE ON MILITARY CONSTRUCl'ION 

Senator Thurmond (Chairman); Senator 
Warner; Senator Humphrey; Senator Denton; 
Senator Hart (Ranking); Senator Jackson; 
Senator cannon; and Senator Exon. 

SUBCOMMil'I'EE ON TACTICAL WARFARE 

Senator Goldwater (Chairman); Senator 
Thurmond; Senator Warner; Senator Jepsen: 
Senator Cannon (Rant:ing); Senator Byrd of 
Virginia; and Senator Levin. 

SUBCOMMITI'EE ON STRATEGIC AND THEATER 
NUCLEAR FORCES 

Senator Warner (Chairman); Senator 
Thurmond; Senator Goldwater; Senator 
Cohen; Senator Quayle; Senator Jackson 
(Ranking); Senl!l.tor Cannon; Senator Nunn; 
Senator Hart; and Senator Exon. 

SUBCOMMITTEE ON PREPAREDNESS 

Senator Humphrey (Chairman); Senator 
Goldwater; Senator Jepsen; Senator Levin 
(Ranking); and Senator Jackson. 

SUBCOMMITTEE ON SEA POWER AND FORCE 
PROJECTION 

Senator Cohen (Chairman) ; Senator Hum
phrey: Senator Quayle; Seng.tor Denton; 
Senator Bvrd of Vir¢nia (Ranking); Senator 
Nunn; and Senator Hart. 
SUBCOMMITTEE ON MANPOWER AND PERSONNEL 

Senator Jepsen (Chairman) ; Senator 
Cohen; Senator Quayle; Senator Denton: 
SP.nator Exon fRankin~r'; Senator Byrd o! 
Virginia; and Senator Nunn.e 
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SENATE RESOLUTION 61-0RIGINAL 
RESOLUTION REPORTED AU
THORIZING EXPENDITURES BY 
THE COMMITTEE ON VETERANS' 
AFFAffiS 

Mr. SIMPSON, from the Committee on 
Veterans' Affairs, reported the following 
original resolution; which was referred 
to the Committee on Rules and Admi!l~ 
istration: 

S. REs. 61 
Resolved, That, in carrying out its powers, 

duties, and functions under the Standing 
Rules of the Senate, in accordance with its 
jurisdiction under rule XXV of such rules, 
including holding hearings, reporting such 
hearings, and making investigations a.s au
thorized by paragraphs 1 and 8 of rule XXVI 
of the Standing Rules of the Senate, the 
Committee on Veterans' Affairs is authorized 
from March 1, 1981, through February 28, 
1982, in its discretion ( 1) to make expendi
tures from the contingent fund of the Sen
ate, (2) to employ personnel, and (3) with 
the prior consent of the Government de
partment or agency concerned and the Com
mittee on Rules and Administration, to use 
on a. reimbursable basis the services of per
sonnel of any such department or agency. 

SEc. 2. The expenses 0f the committee un
der this resolution shall not exceed seven 
hundred forty-eight thousand, six hundred 
thirty dollars ($748,630.00). 

SEc. 3. The comrr.ittee shall report its find
ings, together with such re::ommenda.tions 
for legislation a.s it deems advisable, to the 
Senate at the earliest practicable date, but 
not later than February 28, 1982. 

SEc. 4. Expenses of the committee under 
this resolution shall be paid from the con
tingent fund of the Senate upon vouchers 
approved by the chairman of the commit
tee, except that vouchers shall not be re
quired for the disbursement of salaries of 
employees paid at an annual rate. 

Mr. SIMPSON. Mr. President, I am 
pleased to report a Senate resolution 
authorizing expenditures by the Com
mittee on Veterans' Affairs for the 12-
month period beginning March 1, 1981. 
The budget reflected in this resolution 
was unanimously adopted by the Vet
erans' Affairs Committee and represents 
more than a 10-percenlt reduction in au
thorized committee expenditures from 
the budget authorized last year. 

I would point out to my colleagues 
that the Veterans' Affairs Committee 
has been operat~ng on a straight-line 
budget for the past 4 years and has ex
ercised extremely prudent budgetary 
management in its activities. Yet the 
committee does intend to absorb the re
duction I have already mentioned with
out any critical reduction in its ability 
to satisfy its leg:slative duties. The 
Veterans' Affairs Committee has more 
than met its responsibility under Public 
Law 96-508. To correct the economic 
difficulties this Nation faces, we in the 
Congress must show a determination to 
control our own internal budgetary proc
ess, as painful as that may be, before 
we can expect or require other segments 
of soc~ety to exercise a similar degree 
of austerity. 

AUTHORITY FOR COMMITTEES 
TO MEET 

SELECT COMMII'TEE ON INTELLIGENCE 
Mr. BAKER. Mr. President, I ask 

unanimous consent that the Select Com-

mittee on L'"'ltelligence may have per
mission of the Senate to meet beginning 
at 2 p.m. this afternoon, notwithstand
ing the session of the Senate, to consider 
the nomination of Adm. B. R. Inman to 
be Deputy Director of Central Intelli
gence. 

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

ADDITIONAL STATEMENTS 

REV. RAYMOND BAUMHART 

• Mr. DIXON. Mr. President, this week 
in Washington, alumni of Loyola Uni
versity of Chicago, a great urban insti
tution, are honoring Rev. Raymond 
Baumhart, who has served as president 
of the University since 1970. 

I wish to add my voice to theirs in 
offering a tribute to Father Baumhart, 
under whose stewardship Loyola has 
flourished, enriching immeasurably the 
urban society it serves. 

Father Baumhart is a man of two 
worlds: the spiritual and the secular. 
During his tenure, the needs of each has 
been well-served by the university. 

His commitment to the Jesuit and 
Christian character of the university re
sulted in the creation of the office of the 
university ministry, which now admin
isters one of the largest and most in
fluential programs of its kind in the 
United States. 

His commitment to the university's 
effective functioning in the secular world 
led to the creation of the office of the 
chancellor, the principal conduit through 
which Loyola maintains communications 
with the constituency it serves. 

Father Baumhart has built upon the 
proud tradition of this century-old insti
tution of learning. It is an institution 
that has provided the city of Chicago 
with many of its most prominent citi
zens, and which continues, under his 
splendid leadership, to contribute daily 
to a vast community. 

Mr. President, I commend Father 
Baumhart and his accomplishments to 
my colleagues, and I wish him contin
ued success and much good luck.e 

EXTENSION OF AUTHORIZATION OF 
APPROPRIATIONS FOR HEAD 
START PROGRAM 

Mr. BENTSEN. Mr. President, I am 
pleased to jo:n Senator CRANSTON as a 
cosponsor of S. 181, a bill to extend until 
1986 the authorization of appropriations 
for the Head Start program. 

At a time when many are questioning 
the wisdom of Federal involvement in 
educational services, I appreciate the op
portunity to lend my support to a pro
gram that has proven to be one of the 
most effective and successful educational 
efforts ever undertaken with Federal 
assistance. 

Launched in 1965, Head Start has 
provided educational, medical, dental, 
social, and nutritional services to 7.5 
million children between the ages of 3 
and 5 and to their families. Equally im
portant, Head Start centers across the 
Nation have offered productive work op
portunities to nearly 70,000 child devel-

opment specialists and have utilized the 
talents of more than 109,000 volunteers, 
most of whom are parents of the very 
children enrolled. This year in my State 
alone, it is anticipated that more than 
18,200 young Texans and their families 
will be able to participate in this worth
while program. 

The Head Start philosophy, Mr. Presi
dent, is predicated on the belief that all 
children share certain needs and that 
children from economically deprived 
backgrounds, in particular, can benefit 
from comprehensive preschool programs 
than enable them to acquire necessary 
skills prior to entering school. Head 
Start staff members concentrate on im
proving each child's basic communication 
skills, self -esteem and self -discipline, and 
on teaching the fundamental concepts 
which underlie instruction in the ele
mentary grades. 

To supplement their children's class
room experience, parents are encouraged 
to become directly involved in planning 
and operating the Head Start program. 
Predictably, the results of this effort to 
include the entire family have paid off
with parents reinforcing the skills intro
duced by Head Start teachers. 

The early charges that Head Start 
preparation tends to "fade" when a child 
enters elementary school have proven 
to be incorrect. Instead, the program has 
produced tangible educational benefits. 
When compared to economically disad
vantaged children of similar intellectual 
potential, the Head Start graduates show 
improved performance on intelligence 
and general ability tests, have fewer 
grade failures and special class place
ments, and achieve higher overall read
ing and mathematical scores on stand
ardized examinations. · 

On another dimension, the Head start 
program has reached millions of poor 
American children with much needed 
health care. In 1979, for example, more 
than 80 percent of the children enrolled 
were given full health screenings and, 
when necessary, nearly all received 
needed medical attention. In addition, 
Head Start children receive immuniza
tions at a rate far higher than the na
tional average for children of low income 
families. Because much of the health care 
administered in concert with Head Start 
activities is preventive in nature, long 
term reliance on publicly supported med
ical care may be reduced-in short, pro
gram evaluators believe that early pre
ventive health care is proving to be cost 
effective. 

Head Start has also made a substantial 
impact on parents of children enrolled in 
the program. As partners in the educa
tional experiences of their children, 
many parents have acquired and honed 
skills that enable them to remain active 
members of their communities. Further
more, in 1979 it was estimated that some 
12,000 parents who began as volunteers 
in the Head Start program have gone on 
to college and/ or to careers in the field 
of child development. 

Finally, I would like to add that in my 
view, Head Start, in many ways repre
sents the very best about this Nation
the joining together of diverse peoples in 
a common effort to provide our young 
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children an opportunity to learn. Thanks 
to Head Start, more than 7.5 million 
children have been accorded an oppor
tunity that might not otherwise have 
been available to them. This is the sort 
of partnership between the Government 
and the people, the sort of investment in 
our future that makes eminent good 
sense for America. 

The program's record of achievement 
clearly indicates that it is possible to give 
children from low income families a bet
ter and healthier start in life, and that 
this early assistance has long lasting 
benefits. Mr. President, at a time when 
we are searching for ways to cut the Fed
eral budget, it is important that we be 
mindful of the good and e1Iective pro
grams that have earned our continued 
support-! believe that Head Start is 
such a program.• 

CELEBRATION OF FREEDOM HON
ORING THE RETURN OF THE 
FORMER HOSTAGES TO MICHI
GAN 

• Mr. LEVIN. Mr. President, today 
Michigan celebrates the return of 
Charles Jones and Joseph Subic, Jr. 

We do not know, we cannot know, 
what these men and their families suf
fered. But we do know, we must know, 
what their suffering meant to us. It was 
in many was a symbol of our time: Our 
!POWerlessness to protect our families 
and our interests in a world suddenly 
gone insane. 

When we celebrate with the Jones and 
Subic families, we celebrate not only 
their reunion, but our own reaffirmation 
as a country of the worth of freedom 
and the possibility of progress. Their 
return is our return to a sense of hope 
and faith. 

As we celebrate, let U3 also take a 
moment to rededicate ourselves to 
striving purposefully to achieve the 
courage and the unity which was thrust 
by fate upon Charles Jones and Joseph 
Subic, Jr., and to which they so well 
responded. 

Let us take a moment to remember 
those hundreds of thousands of Amer
icans whose sacrifices in recent decades 
languish unremembered because they 
were made at the "wrong" time or the 
"wrong" place. 

Let us take a moment to refiect on 
the limits of power and reason in a 
world which at times seems bent on its 
own destruction. 

Let us also remember the steadfast
ness of purpose of those who lost their 
lives in an effort to return Charles Jones 
~nd Joseph Subic, Jr. and their col
leagues to freedom. 

And let us acknowledge the debt, now 
blurred in our tears of joy, a debt which 
history will more clearly see is owing, 
to a President who confronted a crisis 
of a type no other leader has had to face 
in modern history and who resisted 
courses of action which mi.ght have re
sulted in .today's gathering being a 
memorial service instead of a home
coming. 

Charles Jones and Joseph Subic's be
havior in captivity and their actions 
since their return have provided us in 

Michigan with a special sense of com
mitment which sustains us, and a sense 
of brotherhood which unites us. They 
lived through bad times, they survived 
and returned to us. Through them let us 
discover that we also have the strength 
and the conviction to live through these 
times and emerge stronger and with 
deeper convictions. 

Much as we love them, let us when 
they are ready, set them free from the 
bonds our pride in them has created, 
just as they were freed from their bonds 
in Iran. Let us not keep them as cap
tives of the crowd as they were captives 
of the mob. 

They and their families, who with 
nobility and dignity shared their fears 
and suffered their pain, have given us 
the strength to go on. Let us use that 
strength to let them go on with the 
business of their lives and with being 
free and proud Americans.• 

THE REPEAL OF SECTION 222 

• Mr. SCHMITT. Mr. President, I am 
pleased to join Senator GoLDWATER in 
sponsoring S. 271, the International Rec
ord Carrier Competition Act of 1981. It 
repeals section 222 of the Communica
tions Act of 1934. Section 222, which con
cerns permissive mergers of telegraph 
carriers, is essentially a weighty holdover 
from a time when Western Union had a 
monopoly over record services. Today, 
section 222 acts as one of the major im
pediments to fostering competition in in
ternational record services by restricting 
Western Union to domestic markets. 

The modern telecommunications mar
ket is vastly different from the monop
olized environment of 1943 when section 
222 was adopted. In 1979, the Federal 
Communications Commission (FCC) 
ended Western Union's monopoly over 
domestic services. Other carriers are 
ready and able to compete with Western 
Union. Moreover, additional Commission 
actions have expanded other domestic 
carrier entry into international markets. 
Conversely, the existing international 
record carriers (ffiC's) have been al
lowed expanded domestic operations. 
Thus, we have no further need for a law 
that arbitrarily divides markets. 

Repeal of section 222 would not affect 
the FCC's authority to oversee the in
dustry to assure full and fair competition 
in the international market. Section 3 of 
S. 271 expressly requires Western Union 
to interconnect on fair and reasonable 
terms with the ffiC's. It, therefore, mir
rors section 201 of the existing law. Fur
thermore, sections 202 and 214 provide 
the FCC with adequate authority to re
quire that Western Union not discrim
inate among the carriers in the distribu
tion of unrouted traffic and to place 
conditions on the certification of facili
ties to insure Western Union's compli
ance. Repeal of section 222 alone will not 
mandate Western Union's entry into the 
international market. Section 214 of the 
Communications Act reouires a Commis
sion determination as to the timing and 
conditions of entry. 

Customers of international record 
services are bound to profit from the 
added competition afforded by this 

measure--In lower prices and greater 
service innovation. 

I have long believed in the merits of 
this measure. In the last Congress I co
s:r;onsored S. 611 and S. 2827, both of 
which contained proviswns to repeal 
section 222. I also supported, in full con~
mittee, an amendment to H.R. 6;&28, the 
Communications Cross Ownership Act 
of 1980 that sought repeal of section 222. 
We were able to enact and have signed 
into law S. 3261, Public Law 96-590, 
which removes restrictions on Western 
Union to allow it to serve Hawaii, which 
was considered an "international point" 
under the Communications Act. 

I think enactment of this measure is 
long overdue. I urge its expeditious con
sideration and enactment.• 

REVENUE PROCEDURE 80-55 WILL 
HAVE ADVERSE EFFECT 

e Mr. D'AMATO. Mr. President, today I 
am joining my colleagues Senator BENT
SEN and Senator DIXON in cosponsoring 
legislation, S. 321, that would permit fi
nancial institutions to deduct as a busi
ness expense interest paid on time de
posits, which are secured by pledges of 
tax exempt securities. This bill is nec
essary in light of the Internal Revenue 
Service's recent announcement of Rev
enue Procedure 80-55, under which this 
exemption would be withdrawn. 

I agree with my colleagues that section 
265 of the Internal Revenue Code was 
never intended to apply to these trans
actions, which have been going on rou
tinely since that section was added to 
the code in 1954. 

This rule, if put into effect on June 
1, 1981, would have an adverse effect on 
the municipal bond market, which al
ready is severely depressed. It would in
crease further the borrowing costs of 
State and local governments, ultimately 
increasing the burden on local taxpay
ers. In addition, it would further cut 
State and local revenues by reducing the 
amount of interest wh~ch could be 
earned on the deposits of these govern
ments. 

Mr. President, the Internal Revenue 
Service's action would have a severe im
pact on New York State. I include in the 
REcORD, a recent letter to me, from Ed
ward V. Regan, State Comptroller of New 
York, wh;ch I believe assesses the poten
tial damage well. 

DEAR SENATOR D'AMATO: A recent IRS Rule 
(Revenue-Procedure 80-55), effective Janu
ary 10, 1981, essentially provides that com
mercial ba!lks holding the time deoo~its o! 
municipalities. which are collateralized by 
tax exemot obligations, can no longer use 
the interest payable on the deposits for tax 
deduction purposes. 

This ruling suggests that the collateraliza
tion of such deposits is much the same as 
banks borrowing for the purpose of obtaining 
such time de!)o~its and, therefore, contllcts 
with the IRS code. 

The effects of this ruling on state and 
local government deoositors could be auite 
severe. In New York State where banks have 
historically use'i their tax exempt obliga
tions as collateral to back up the short-term 
deposits made by governmental units, it 
would appear the ruling could have a four
fold effect. 

First, banks may decide to purchase fewer 
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tax exempt obligations because they can no 
longer deduct for tax purposes the interest 
they pay public depositors. Second, by pur
chasing fewer tax exempt obligations, banks 
would have less collateral and, presumably, 
would reduce the amount of time deposits 
they would accept from local governments. 
Third, the interest payable on such time de
posits would probably be reduced because 
of the loss of tax deduction status. Fourth, 
cost to your government and, therefore, the 
taxpayers could be increased because of 
higher interest rates brought about by an 
anticipated drop in the number of interested 
purchasers of tax exempt obligations. Com
mercial banks are now carefully reviewing 
what thei.r position will be on accepting 
time deposits in view of the ruling. 

We have met with the New York State 
Association of Counties, the Association of 
Towns, the Conference of Mayors and the 
School Boards Associations who are suppor
tive of our position that this Ruling must be 
withdrawn in order to continue the banking 
relationship that we have enjoyed for many 
years. 

Sincerely, 
EDWARD V. REGAN. 

Mr. President, it is my belief, and the 
belief of my colleagues, that legislation is 
the proper relief to make sure this rule is 
not put into effect, because by so doing, it 
would avoid needless and costly court 
battles. The continuance of the present 
practice under the code, will assure that 
bond markets in New York and elsewhere 
have the capacity to improve and expand. 
It is my privilege to join with my col
leagues in cosponsoring this legislation.• 

S. 30 MEANS 30 DAYS TO PAY 
• Mr. SASSER. Mr. President, earlier 
last month I introduced S. 30, the 30-
day payment bill, as it has come to be 
called. Both the language and purpose 
of this bill, "The Late Payments Act of 
1981,'' are quite clear. 

It provides that the Federal Govern
ment pay its bills on time-within 30 
days of the receipt of an invoice. If the 
Federal Government is overdue on its 
bills, it should pay interest, as do nearly 
every American individual or business in 
cases in which bills are overdue. 

Frankly, such a bill should not be nec
essary. The U.S. Department of the 
Treasury's fiscal requirements manual 
requires that Federal departments and 
agencies insure that payments to con
tractors are made when due. 

However, the Treasury Department it
self admitted in a memorandum circu
lated last September that "many pay
ments are still made 60-90 days late." 

Mr. President, such a record has a 
devastating impact on small businesses, 
which simply do not have the cash :tlow 
capability nor the administrative re
sources or personnel necessary to cope 
with long-overdue accounts receivable. 

I suggest that there is room for im
provement in the Federal Government's 
record of paying its bills on time and 
that S. 30, with its stipulation that inter
est be charged on overdue bills-is just 
the type of stimulation needed to remedy 
this problem. 

If any of my colleagues have doubts 
about the extent or depth of this prob
lem, I would like to share with you some 
information. Prepared recently at my re-

quest by the National Audio Visual As
sociation, it provides some rather star
tling evidence of the poor record of the 
Federal Government in recent years in 
paying its bills on time. 

I submit for the REcORD this informa
tion. 

The material follows: 
ExAMPLES OF SLOW PAY BY FEDERAL AGENCIES 

One engineering firm is owed $800,000 by 
the Federal government. Payment is 60 days 
in arrears, costing the firm $8,000 a month. 

A contractor with the Department of 
Health and Human Services is owed more 
than $90,000 and payment should have been 
made more than 6 months ago. 

A Washington, D.C. government contract
ing firm had to walt 10 weeks to get paid 
by the Department of Health and Human 
Services. 

A southeastern m111ta.ry installation has 
owed a. nearby dealer $16,000 for more than 
60 days and part of the $16,000 is 12 months 
overdue. The dealer reports that if an in
voice is not filled out correctly, the Federal 
agency makes no effort to have it completed 
or to notify the dealer. The government just 
doesn't pay at all. Many telephone calls have 
been made to get action. 

On November 4, 1980, a m111tary installa
tion in Alaska. owed an Alaska dealer for 
one invoice issued June 12, 1980 and for 
one issued August 6, 1980. 

A northwestern U.S. dealer reports Federal 
buyers refuse to pay on anything until every 
item on a lengthy purchase order is received. 

An OMB report citing a GAO finding 
states: The Department of Housing and Ur
ban Development "was cronlcally late in 
processing tax bllls and making tax pay
ments" to localities on housing properties. 
"This resulted in exorbitant penalties and 
even loss of some properties for non';)a.y
ment." (This was reported in the Wall Street 
Journal.) 

A GAO report states: 39 percent of the 
government's bills were paid late. Bills paid 
late were paid an average of 74 days after 
the invoice date. 

PAYMENTS MADE MORE THAN 30 DAYS AFTER INVOICE 
DATEt 

Federal department or 
agency s 

Commerce_-------------- ____ Interior ______________________ 
Environmental Protection 

Agency ___ -----------------
Housing and Urban De-

velopmenL _ ---------------
Army ________ ----------------
Transportation ___ ------------
House Education and Welfare ___ 
Civil Service Commission. _____ 
General Services Administra-

tion. ____ ------ ____ ------ __ 

Percent of in- Percent of dol
voices paid Iars paid more 

more than 30 than 30 days 
days late late 

23.1 70.5 
30.4 43.6 

33.1 35.8 

33.3 36.8 
34.9 15.9 
62.6 74.4 
69.4 75.0 
69.6 33.6 

73.6 56.3 

t Does not include cases in which a reason was identified 
as to why payment was not extended within 30 days. 

t Based on sample of 58 payment centers, 3,263 invoices 
worth $5,600,000. 

Extracted from GAO Report FGMSD-78-16, Feb. 24, 1978.e 

QUOTAS IN THE AUTO INDUSTRY 
• Mr. LEVIN. Mr. President, today our 
colleagues Senator DANFORTH and Sena
tor BENTSEN announced their intention 
to file legislation in the near future 
which would impase a quota on Japanese 
imports. As they describe it, the legisla
tion would, for 3 years, restrict the Japa
nese to a level of 1.6 million cars per year. 

While I personally would favor even 
more stringent limitations, I am de-

lighted to see action of this kind being 
taken. Last year, Senator RIEGLE and I 
indicated when the Senate was con
sidering our resolution authorizing the 
President to negotiate an agreement with 
the Japanese, that if voluntary action 
was not taken soon the Congress would 
be prepared to support mandatory action. 

Senator DANFORTH and Senator BENT
SEN have proven by their actions that 
we were correct in that prediction. 

I am pleased to see movement in this 
area. I know that Senator DANFORTH and 
Senator BENTSEN, as members of the 
Finance Committee, were impressed by 
the depths of the depression in the auto 
industry which was revealed in their 
hearings last month. The legislation they 
described today is their response to that 
condition. It is a response that I sup
part and that I hope the Senate will act 
on-quickly .e 

THE FIGHT AGAINST WASTE 
SHOULD NOT WASTE EXISTING 
TALENT 

• Mr. EAGLETON. Mr. President, a very 
interesting article in today's Washing
ton Post serves to underscore the gravity 
of President Reagan's decision to remove 
the 15 Inspectors General who had been 
leading the present war on Government 
fraud, waste, and mismanagement. 

The Post's analysis of the work done 
by some of the existing Inspectors Gen
eral shows that they have developed an 
extensive working knowledge of their 
agencies and the potential for waste and 
fraud offered by agency practices. In
spectors General rooted out numerous 
abuses which, though varied in cost and 
scope, were all equally inimical to the 
essential goal of a lean, efficient Federal 
Government. 

Mr. President, I agree with the Post's 
observation that the Inspectors General 
know "where a lot of bodies are buried" 
and that this knowledge could be very 
useful to the administration's "much
heralded search for waste, fraud and 
mismanagement in Federal programs." 
I cited this consideration in a letter I 
sent to the President on January 22. 
While it acknowledged the President's 
statutory power to remove the Inspec
tors General, my letter expressed con
cern that wholesale removal of them was 
inconsistent with the administration's 
clear commitment to combat fraud and 
waste. 

My letter stated in part: . 
Based on my experience with the Inspec

tors General, I can say without exaggeration 
that it would take many months, or even 
years, before an appointee could begin to 
approximate the performance of some of 
the experienced IGs who have been serving. 
For that reason, I fear that the indlscrlml
nate removal of all IGs, without a careful 
ca.se-by-ca.se review, long before capable re
placements can be chosen, will infilct a real 
setback in the battle against fraud and 
waste. 

The letter concluded by urging that 
President Reagan set an important prec
edent that "the determining factor for 
these critical positions is excellence in 
performance, not political party affilia-
tions." 

Mr. President, I remain hopeful that 
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such a precedent will be set. In an
nouncing the decision to remove the In
spectors General, President Reagan 
indicated that they could reapply for ap
pointment to their jobs, and aides said 
the administration desired to appoint 
IG's who would be "meaner than junk
yard dogs" in fighting Government 
abuse. I am confident that if the ad
ministration were to conduct a careful 
review of the performance of existing 
IG's, it would find that some of them 
possess not only the requisite meanness 
but also a crucial additional advantage: 
as "old" dogs, they will not waste valu
able time learning where the yard or the 
junk is located. 

Mr. President, in this regard, I sub
mit for the RECORD the article entitled, 
"Fired U.S. Waste-Fighters Bare Gov
ernment Foulup,'' which appeared in the 
February 2, 1981, Washington Post, along 
with a copy of my January 22, 1981, 
letter to President Reagan. 

The material follows: 
FmED U.S. WASTE-FIGHTERS BARE 

GOVERNMENT FOULUPS 

(By Charles R. Babcock and Patrick Tyler) 
There are 15 men and women out there 

in the federal bureauracy who could tell 
President Reagan where a lot of bodies are 
burled as his administration ·begins its 
much-heralded search for waste, fraud and 
mismanagement in federal programs. 

They make up the corps of inspectors gen
eral at major federal agencies. But, instead 
of debriefing them, Reagan fired them all 
last week. 

Inez Smith Reid, the inspe~r general at 
the Environmental Protection Agency, for 
instance, could talk about the $133,000 worth 
of unused airline tickets dating back to 1972 
that she found under a secretary's desk dur
ing a recent audit. 

Thomas F. McBride, the former Watergate 
assistant special prosecutor who was inspec
tor general at the Agriculture Department, 
could detail the Widespread use ot food 
stamps as an underground currency to buy 
drugs, illegal weapons and cars. 

June Gibbs Brown, the IG at the Interior 
Department, might volunteer her discovery 
that a youth camp director in Missouri or
dered 1,072 pairs of leg chaps, 3,736 pair of 
work gloves, 122 .stepladders and 1,509 desk 
calendars, all for a ca.mp that was schedUled 
to enroll 136 youngsters. 

The IGs' tales of waste and fraud range 
from the trivial to the enormous, from the 
Energy Department employe who was caught 
running up $100 in long-distance telephone 
bllls between his office and a pornographic 
story "hotllne" in the Midwest to the mort
gage bankers in Puerto Rico who set up 
phony housing sales to siphon off mllllons 
from the Department of Housing and Urban 
Development. 

When Reagan abruptly fired the IGs last 
week, some Democratic sponsors of the 1978 
Inspector-general legislation criticized the 
move as pollticizlng the fledging corps. Con
gress• intent, they said, was to create inde
pendent, nonpolitical offices in the major 
executive departments, though the president 
has right to replace the IGs. 

Reagan aides did say the fired inspectors 
can reapply for their jobs tn the new admin
istration if they think they can meet the new 
president's challenge to rip Into waste and 
fraud like a "junkyard dog." Several IGs are 
trying to stay on. 

During his presidential camuaign, Reagan 
continually declared the ellinlnatton of 
"waste and fraud" a ton prioritv. He tied the 
success of his entire tax-and-budget-slash
ing recovery program to finding and cutting 

tens of billions of dollars in fraud and waste 
from government programs. 

When asked during his televised campaign 
debate with President Carter how he would 
cut spending while cutting taxes and in
creasing the defense budget, Reagan replied, 
"I believe there is enough extravagance and 
fat in government." 

He cited the Carter Cabinet secretary who 
once estimated that there was $7 billion of 
fraud and waste in the Department of 
Health, Education and Welfare alone, and 
the General Accounting Office estimate of the 
"tens of blllions of dollars that is lost in 
fraud alone." 

While hard figures on .the magnitude of 
waste and fraud are elusive, several members 
of the outgoing class of Carter inspectors 
general agreed in interviews that they barely 
dented the problem. They also contend that, 
while fraud is prevalent, Inlsmanagement 
and inefficiency do the greatest damage to 
taxpayers' wallets. 

Like good bureaucrats, the inspectors say 
that they would do better 1f they only had 
more help, that they don't have enough au
ditors and investigators to pollee the multi
b1llion-dollar programs. Some S'ly they have 
been hampered by backbiting in their own 
offices, lack of support from Cabinet officers, 
or the difficulty of merging sometimes ln
comnatible audit and investigative staffs. 

But their biggest complaint is that pro
gram managers in the various agencies aren't 
held accountable for correcting the problems 
the IGs uncuver. 

"Cabinet officers need to start demoting 
and firing program managers for inatten
tion and negligence to waste and fraud is
sues," said Agriculture's McBride. 

Donald L. Scantlebury, director of the 
GAO's accounting and financial management 
division, which investigates waste and fraud 
for Congress, is sympathetic to the IGs' 
frustration. "I think the [IG] concept is 
working out well," he said. "But it's a little 
early to expect dramatic results." 

The idea of putting independent inspec
tors inside the Cabinet agencies was resisted 
by the executive branch for years. The first 
inspector general's office was set up at Agri
culture in 1962 after internal audits failed 
to uncover the schemes of Texas fertilizer 
sWindler Bllly Sol Estes. But Agriculture 
Secretary Earl L. Butz abolished the oftlce 
during the Nixon adinlnistration. 

The first statutory inspector general was 
established after a House investigation found 
that HEW had only 10 investigators to over
see a $118 bUllion program. A 1978 law set 
up IGs in 13 additional agencies. The De
partment of Energy got an inspector general 
a year later. Because of hlring freezes, how
ever, only about 5,300 of an authorized 
5,900 slots for auditors and investigators have 
been filled. 

The Defense Department, which doesn't 
have an inspector general, does have 18,000 
auditors and investigators to oversee a $185 
billion budget. By contrast, the Denartment 
of Health and Human Services, HEW's suc
cessor, has only about 700 auditors and 100 
investigators to watch over a $260 billion 
budget. 

Several of the inspectors general regard 
the required semiannual report to Congress 
as their greatest weapon against unrepentant 
federal program managers. "Without that 
statute we wouldn't last eight seconds,'' one 
outgoing IG said. 

Some of these reports are ftlled with un
decipherable statistics, while others are high
ly readable chronicles of proczram abuse. 
McBride's latest report, for examole. tells of 
two Greenvme, S.C .• men who sold five cars 
and trucks, 32 firearms and some marijuana 
to undercover agents in return for food 
stamps. In Gary, Jnd., the assistant fire chief 
was convicted of selllng $11,000 1n food 

stamps for $7,000 cash to undercover agents 
from McBride's office. 

Paul R. Boucher, IG at the Small Business 
Admlnlstration, said in a report early this 
year that five farmers who received $1.4 
Inlllion in SBA disaster aid loans at 3 percent 
interest diverted some of the funds to 10 
percent interest certificates of deposit, and 
bought stocks and taXfree municipal bonds 
with more of the funds. 

Richard B. Lowe III, who has been acting 
IG at the gigantic HHS, said he was upset 
to learn that the Social Security Administra
tion doesn't have adequate controls to pre
vent employes with access to computers from 
diverting benefit checks to themselves. 

The greatest cheaters, according to the 
audits are not individual welfare or health 
care recipients, but doctors and pharmacists 
and other providers of services who overblll 
the government. A recent HHS audit screen 
detected abuse in laboratories in the Los 
Angeles area that led to an FBI undercover 
investigation called "Labscam" and several 
kickback indictments. 

EPA's Reid, with only 95 auditors, has 
been trying to police the nation's largest 
public works project-the $30 billion sewer
age construction effort designed to clean up 
the nation's rivers-and she says she loses 
sleep over the vast areas of EPA operations 
she couldn't even look at. 

"Because of poor management, the federal 
government is losing mUJtons, perhaps btl
lions of dollars," she said. 

When Energy Department inspector gen
eral J. Kenneth Mansfield looked into a syn
fuels pilot plant built by Ashland on. he 
found that firm had put up a $1 mUlion brick 
administration building instead of the pre-
1abrlcated model called for by DOE. As it 
happened, the elaborate new building was 
adjacent to an Ashland refinery. 

Too late to recover the government's loss, 
Mansfield called for sweeping management 
changes on the project, some of which were1 
adopted. 

Several of the outgoing IGs voiced the 
concern that Reagan's pledge to cut billions 
in waste wm fall on its face unless their suc
cessors get more help. 

To put a serious dent in waste, they said, 
the president wlll have to increase support 
for the program, especially within the Office 
of Management and Budget and in some 
agencies where sub-Cabinet administrators 
have starved the inspectors' budgets, cut 
travel funds to do audits, refused to place 
all auditors directly under the control of the 
inspectors and, in some cases, attempted to 
head off investigations. 

"I personally would not want to continue 
[in the job] without a commitment that the 
agency wanted this kind of work done or that 
they intended to suoport it," said Jnterior's 
Brown. She said she found then-Secretary 
ce~ll D. Andrus a pleasure to work for, but 
that he was seldom there to back her up 
when program chiefs ignored her audit find
ings or refused to recoup challenged expendi
tures. 

Reid said that then-EPA Administrator 
Douglas Castle never returned her memos. 
"To this day I don't know what his feeling 
was about the program," she said. 

The day after the Energy Department's 
Mansfield released a report critical of a top 
aide to former Energy Secretary Charles W. 
Duncan, Jr., Duncan called the surnrlsed in
S">ector into his omce and asked him to con
sider a lob in Paris, even though the depart
ment had no office there. 

Most of the fired inspectors have been on 
the job less than two- years, and some of 
them said they were deeply wounded by Rea
gan's action. 

"I really like mv job and want to keep it," 
sA.trt fo"mP-'" n'l"ose~,,+-n.- l=lo·•rl'\er st SBA. who 
in the waning hour of the Carter administra
tion blew the whistle on a presidential assist-
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ant who got carter to sign an order quadrU
pling the size of a minonty aid program even 
though Congress had forbidden lt. 

A career man in Carter·s Senior Executive 
service, Boucher sent in his reapplication !or 
the Job to Reagan Thursday. 

one inspector general summed up his view 
of Reagan's firing this way: 

"Everybody wants a strong IG operation 
until it starts investigating them. The ad
ministration may st art out thinking they 
want junkyard dogs and what they may end 
up getting is French poodles." 

U.S. SENATE, 
COMMITTEE ON GOVERNMENTAL Al<'FAffiS, 

Washington, D.C., January 22,1981. 
Hon. RONALD W. REAGAN, 
The President, 
The White House, Washington, D .C. 

DEAR MR. PRESIDENT: I am writing to e'l:
press my concern about your decision to re
move the 15 Inspectors General serving in 
the various executive departments and 
agencies. 

The legislation creating the offices of In
spector General (which I sponsored) rec
ognizes the President's power to remove the 
IGs. But the legislation alSo gives the In
spectors General a unique role in the Ex
ecutive Branch. These officials do not have 
programmatic responsibilities; rather they 
supervise, coordinate and conduct audits 
and inspections in an effort to improve 
economy, efficiency and effect iveness in the 
executive agencies. Given the importance 
and sensitivity of these duties, the statute 
creating Inspector General offices is careful 
to provide several safeguards to assure ag
gressive, independent IG performance, re
gardless of the Administration in power. 

Given your clear commitment to com
batting fraud, waste and mismanagement in 
the federal government, I am sure that you 
will insist on having highly-qualified peo
ple in these crucial IG positions. I strongly 
believe, however, that the need for well
qualified, effective IGs can best be served 
by a case-by-case review of the performance 
of the men and women who have been serv
ing as Inspectors General, and I am hope
ful that the willingness you have stated to 
consider the present IGs for reappointment 
will in practice lead to such a careful re
view. 

I believe that you and your Cabinet Sec
retaries would find that, as a group, the 
Inspectors General are extraordinary pub
lic servants: non-partisan, experienced, 
fully-committed to the war against fraud 
and waste, with great knowledge of the de
partments and the programs they are mon
itoring. Based on my experience with the 
Inspectors General, I can say without ex
aggeration that it would take many months, 
or even years, before an appointee could 
begin to approximate the performance of 
some of the experienced IGs who have been 
serving. For that reason, I fear that an in
discriminate removal of all IGs, without a 
careful case-by-case review, long before ca
pable replacements can be chosen, wm in
filet a real setback in the battle against fraud 
and waste. 

Because this is the first change of admin
istration since the enactment of the In
spector General legislation, your handling 
of this matter wlll establish an important 
precedent. By retaining those Inspectors 
General who have served with distinction, 
you can establish clearly that the deter
mining factor for these critical positions is 
excellence in performance, not political 
party affiliations. Such action on your part 
would further enhance the stature of the 
Inspectors General , increasing their abi11ty 
to spearhead a concerted effort to reduce 

fraud, waste, and mismanagement in gov
ernment. 

Sincerely, 
THOMAS F. EAGLETON, 

Ranking Minority Member.e 

LINCOLN NATIONAL LIFE PERPETU-
ATES LINCOLN HERITAGE' 

• Mr. QUAYLE. Mr. President, as we pre
pare to observe the birthday of President 
Abraham Lincoln, it is appropriate to 
bring to my colleagues' attention a series 
of significant events sponsored in Wash
ington by a constituent concern, the 
Lincoln National Life Insurance Co. of 
Fort Wayne, Ind. 

Since its founding 'OVer 75 years ago, 
Lincoln National Life has demonstrated 
a deep commitment to the perpetu~tion 
of the heritage of our 16th President. In 
celebration of Abraham Lincoln's birth
day, the company is to be congratulated 
as it continues to make a real and con
tinuing effort to live up to the character 
of the Lincoln name. 

To perpetuate the legacy of the great 
humanitarian, Abraham Lincoln, the 
company will underwrite the "Lincoln 
Lectureship Series" at Gallaudet College, 
the national school for the deaf. The col
lege was established by an act of Con
gress which was signed by President 
Linroln in 1864. 

The "Lincoln Lectureship Series," en
dowed this week, will provide a forum for 
some of our Nation's prominent scholars 
and statesmen to share their ideas with 
the American people. The theme for the 
series will be based on President Lincoln's 
famous ideal, as e~pressed in the Gettys
burg address: 

Four score and seven years ago our f-athers 
brought forth to this continent, a new na
tion, conceived in liberty and dedicated to 
the proposition that all men are created 
equal. 

On February 5, 1981, Lincoln National 
Life will provide W·ashingtonians a first
time opportunity to view an important 
collection of fine cartoons, posters, and 
memorabilia on loan from the company's 
Louis A. Warren Lincoln Library and 
Museum in Fort Wayne. Entitled "By the 
People, For the People," the exhibit will 
be on display through March 31 in the 
rotunda of the Cannon House Office 
Building. 

I hope that many Senators and their 
staffs will take the opportunity to view 
this outstanding collection. It exemplifies 
the character and times of President 
Lincoln. 

America, this body, and rountless poo
ple owe a great debt to President Abra
ham Lincoln. He left the world immeas
urably better than he found it, and his 
contribution to this great Nation and 
the Capital City has enobled us all. 

I commend the Lincoln National Life 
Insurance Co. and its leadership for its 
hard work in bringing this fundamental 
part of our heritage to Washington this 
week.e 

SOME PROPOSALS TO REVITALIZE 
MONTANA'S ECONOMY 

• Mr. BAUCUS. Mr. President, a new 
administration has taken over in Wash-

ington at a time of considerable eco
nomic difficulties. Interest rates are still 
between 18 and 20 percent. Unemploy
ment, low productivity-particularly 
when compared with other countries 
such as Japan and West Germany-and 
a tax s~stem that seems to discourage 
new investment and increased produc
tivity plague our economy. 

Increasingly, Americans recognize 
that we must take steps to improve the 
business environment and improve pro
ductivity. I have undertaken a number 
of measures designed to assist the Mon
tana businessman, farmer, and rancher 
and to revitalize our economy. Let me 
briefly outline what those measures 
have been to date. 

SMALL BUSINESS OMNmUS TAX BILL 
First and foremost, I am an initial 

cosponsor of the Omnibus Small Busi
ness Capital Formation Act of 1981. 
This was introduced today. I believe it 
will be a key piece of legislation and 
will help insure that small businesses 
receive the attention they should get. 
Let me briefly outline the principal 
points of this piece of legislation. I be
lieve we can pick and choose the best 
aspects of it that are helpful to Mon
tana and to small ·businessmen every
where, and make a particular effort to 
assure passage. 

The provisions of this bill address 
most of the problems of the small busi
ness community, but I intend to take 
it back to the small business community 
in Montana for review and analysis. I, 
too, have some misgivings about certain 
aspects of the bill, and shall want to 
listen closely to testimony during 
hearings. 

In some instances, for example in the 
inventory accounting for small business, 
the revenue loss may be too great. None
theless, let me review the principal as
pects of the bill. 

CAPITAL FORMATION INCENTIVn 
Capital formation is undoubtedly one 

of the greatest problems facing the 
small business men or women. I believe 
measures such as those presented in this 
bill are responsive to that need. Tax 
credits for investment and the creation 
of the small business participating de
benture should make it easier for ob
taining equity and debt capital. 

A reduction in capital gains taxes for 
small business likewise will help, al
though this may be taken care of by 
some proposals that might be forthcom
ing from the Administration. For exam
ple, reducing personal income tax rates 
will have an effect on capital gains taxes, 
also. 

Access to capital should be improved by 
changes in the subchapter S regulations 
and a broker dealer reserve system 
should enhance the marketability of 
small business stock. However, here, too, 
I caution that we have to be careful that 
we are not creating a new tax-deferred 
reserve system, which many other indi
viduals and businesses will seek for their 
own purposes as well, creating unaccept
able revenue losses and enormous policy 
problems. 

The bill also permits small businesses 
to rretatn a greater share of internally 
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generated capital. Changing the gradua
tion of corporate tax rates will be help
ful, as will be some form of accelerated 
and simplified depreciation tax treat
ment. However, the latter is particularly 
expensive, and once again, will ha_ve. to 
be meshed with a number of exlStmg 
proposals. Raising the ceiling on used 
property investment tax credits respo~ds 
to small businesses' needs, as does ill
creasing the amount of permissible ac
cumulated earnings. 

ESTATE TRANSFER PROVISIONS 

Estate tax reforms obviously are nec
essary when the current system forces 
the small family farmer to sell his farm 
because he is unable to pass it from one 
generation to the other and also pay the 
taxes he owes. Real reform is needed 
here and I shall be open to any number 
of s~ggestions as to how we might im
prove the situation. It is interesting that 
the total revenue loss, if one were to 
eliminate inheritance taxes completely, 
would be only $7 billion, and yet that $7 
billion must generate more paperwork 
and regulations and confusion and un
happiness than anyone can imagine. 
INVENTORY ACCOUNTING IMPROVEMENTS AND 

EMPLOYEE STOCK OPTIONS 

Changes in inventory accounting for 
small business has been a subject many 
people have struggled with and it has 
still not been resolved. It is complicated 
and a high-cost item in terms of reve
nue loss. Nonetheless, I do not believe we 
should address the issue once again to 
see if we can find a better way to help 
small business keep its books. 

Finally, the bill permits employees to 
exercise stock options without tax con
sequences, which should help small busi
nesses attract better management by 
encouraging the use of stock options for 
key employees. 

As a member of the Small Business 
Committee and of the Finance Commit
tee, I look forward to the debate on the 
various proposals presented by this 
measure. I am convinced that we in the 
Senate must pass a good part of this 
measure, if the small business communi
ty in America is to continue to thrive 
and prosper. 

I believe such a measure is particularly 
important at this time, as the adminis
tration studies ways to revitalize our 
economy. Too often, massive programs 
do not respond to the needs of many 
people interested in the subject; often 
tax measures aimed at the business com
munity end up being helpful to big busi
ness. Small business somehow seems to 
get lost in the maze. 

It is my intention to make sure that 
this biU is not lost. With over 40 percent 
of our GNP produced by small business, 
it is essential that we maintain its vital
ity. Yet so many tax laws and regula
tions. which can be easily handled by 
big business, overwhelm small busi
nesses; ultimately they threaten to result 
in substantial losses, if not bankruptcy. 

GOVERNMENT CONTRACTS FOR MONTANA 

SMALL BUSINESSES 

Secondly, I am planing two important 
conferences for small businesses in Mon
tana. One way to improve the economic 
outlook is to expand the source of mar-
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kets for our goods. That is, if we can 
find more people to sell to and encourage 
them to buy, we shall bring more money 
into Montana. And, when we seek new 
markets, we should not forget the Fed
eral Government itself. 

About one-quarter of the Nation's 
productive output is now consumed by 
the Federal Government. A quarter of 
this total-more than $1 of every $20 
spent for all purposes in this country
is spent by the Department of Defense, 
either on salaries or contracts. In fiscal 
year 1979, these outlays amounted to 
over $108 billion. Less than $200,000 of 
this amount-two-tenths of 1 percent
found its way to Montana's economy. 
Thus, Montana ranked 47th among the 
50 States in DOD funds received. By any 
standard, there is considerable room for 
improvement. 

Selling to the Federal Government is 
not unlike selling to any other potential 
new market. However, the U.S. Govern
ment has established a policy to encour
age Government contracts awards to 
small firms. This is true of both direct 
awards and of awards for which some 
large firm is the prime con tractor. The 
first important step in dealing with the 
Federal Government is to identify poten
tial markets within it. This requires that 
Montana businessmen acquaint them
selves with such tools as the Commerce 
Business Daily and other available in
formation about the scope and type of 
Federal contracts. Every business-in
cluding small business-must compete 
for these contracts and awards must be 
made to the lowest bidder. But, on the 
other hand, we must make sure Montan
ans get their fair share of these con
tracts. 

I shall be sponsoring a major procure
ment conference in the State early this 
summer to acquaint Montana •business
men with the opportunities for receiving 
awards of Federal contracts and to in
form them of the procedures and proc
esses to receive these contracts. This 
conference will lay the groundwork for 
establishing of relationships and finan
cial arrangements, which will prove both 
profitable for both the individuals in
volved and for the State economy as well. 

INVESTMENT CONFERENCE FOR MONTANA 

Montana's economy has been severely 
affected by recent decisions made by both 
the Federal Government and the private 
sector, and it must respond to the prob
lems caused by these decisions through a 
variety of actions. The State must have 
a well-planned and coordinated ap
proach to economic development. 

Another way to improve Montana's 
economic climate is by attracting new 
and increased investment. To accomplish 
this . we need to find innovative and 
effective ways to stimulate investment in 
the State. Therefore, I am planning to 
sponsor a second conference this sum
mer on "Attracting New Industry and 
Investment to Montana." 

The confernce will bring together Fed
eral, State, and local officials concerned 
with investment and economic develop
ment with leaders from the private sec
tor and potential investors. Discussions 
and working sessions will be held on a 
number of subjects dealing with eco-

nomic development, including ways to 
improve coordination between the State 
policies on taxes, zoning, environmental 
regulations, et cetera. An overall objec
tive of the conference will be the forma
tion of working groups to come up with 
specific proposals and initiatives that •.vill 
encourage the kind of investment Mon
tana needs. 

FOREIGN INVESTMENT AND TRADE-THE 
MONTANA CO':SNECTION 

The last 2 years on the Finance Com
mittee have brought out for me, in sharp 
relief, the importance of trade and for
eign investment to our country. 

It is hard to believe or even to be con
cerned about trade when the subject 
seems so distant. Yet, when you think 
about it, every day we deal with matters 
impossible without that trade. In part, 
we are in bad shape economically, be
cause, as a nation, we have not been pay
ing enough attention to trade. 

Investment is the same; for years we 
have benefited from large U.S. invest
ments overseas, bringing money home to 
us, giving us a return on funds going 
overseas. So, we cannot put on blinders 
when foreigners seek to do the same 
thing. If Toyota wants to build a plant 
in the United States, it means jobs and 
large expenditures of money in our 
country. The profit may be repatriated 
abroad, but we, too, will have benefited, 
as do foreigners from U.S. investments 
in their countries. But, we must be care
ful that those investments do not permit 
foreigners to control our economy. 

We ;n Montana know that; we sell 
much of our product abroad and are that 
much better off for it. 

There is a lot more we could do that is 
imaginative and would contribute to a 
healthy Montana economy. 

For example, some of our banks could 
consider establishing bank free trade 
zones. Just north of our border is one of 
the richest places in the world-Alberta. 
Many there might like to have a nearby 
bank offering a free trade zone for fi
nancial transactions. As it is now, they 
probably have to go to New York or 
Chicago for such services. As a result, 
the investment money goes elsewhere 
than Montana. 

What is a bank "free trade zone?" It 
is an international banking facility, 
which permits foreign deposits free of 
reserve requirements and allows the fa
cility to borrow money free of reserve 
requirements from depository institu
tions located outside the United States. 
It offers a number of other benefits, all 
of which are designed to attract invest
ment capital from abroad to our area. 

The Federal Reserve System is in the 
process of seeking comment on proposed 
rulemaking for such facilities. Each 
State must also amend its laws to make 
them possible. New York has already 
done so, since it has seen the opportunity 
to enhance its reputation as a world 
banking center. 

We cannot compete with that, but we, 
perhaps, could offer a regional facility 
attractive to such countries as Canada. 
We should think it over. 

TOURISM 

While speaking of trade, mention 
must be made about tourism which is 
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one of Montana's most important indus
tries and is, in fact, a trade item. Last 
year, I sponsored a conference in Great 
Falls on trade and tourism in Canada. I 
continue to think that W€ can work 
much more closely with our neighbors, 
including neighboring States, to pro
mote tourism in the region. The poten
tial is enormous, and I shall continue to 
do whatever I can to lower trade bar
riers between the United States and 
Canada and to help form a solid basis 
for regional tourism promotion. 

Improved customs and immigration 
service is certainly one way to achieve 
this objective and I intend to work with 
the Montana tourism industry to help 
in that area and in any other area which 
it feels would be beneficial to it. 
GOVERNMENT GUARANTEED LOANS FOR SMALL 

BUSINESSEs-AN EARLY WARNING 

Finally, let me mention my interest in 
reviewing the Government-guaranteed 
loan programs. I suspect Montana does 
not receive its full, fair share, and, be
cause of that suspicion, I asked my staff 
to do some research on these programs. 

Cunently, the Economic Develop
ment Administration is involved in three 
planning districts in ::L~ontana. In addi
tion, there are title IX status grants due 
to severe job losses from the Malmstrom 
Air Force Base cuts and the Anaconda 
Co. shutdown. 

The growth council of Great Falls has 
received two grants: One for $200,000 and 
a second for $500,000 which is a revolv
ing growth fund grant. In addition, Ana
conda has received a $100,000 grant for 
planning and implementing an approach 
t'O dealing with job losses in the Ana
conda area. 

Presently, there are no public works 
grants in Montana. Three had been near
ing final approval but fell through for 
various reasons. There are several busi
ness loans guaranteed by EDA, but the 
figures are unavailable. 

The Small Business Administration 
indicates that, in 1980, there were 531 
regular SBA log,ns in Montana, 468 of 
which were guaranteed. The 531 loans 
represent $64.1 million; the 468 loans 
that were guaranteed represent $55.1 
million. 

There are 13 member institutions in 
the Federal Home Loan Bank in Mon
tana. These institutions had advances 
as of the end of 1980 that total $52,808,-
000. 

In spite of these relatively low fund
ing levels, I feel these programs are ab
solutely essential to the well-being of 
Montana's economy. I am particularly 
concerned about the preliminary re
marks by the new Director of OMB, Mr. 
David Stockman, upon assuming his new 
post, that Government-guaranteed loan 
programs should be dramatically re
duced. Such a proposal, if enacted would 
in my judgment, severely impact' on th~ 
p~ospects of revitalizing Montana's sag
gmg economy. 

Those are a few ideas. I want to fol
l?w-up on them. Tax proposals; promo
tiOnal conferences; increased trade· 
more Government procurement in Mon~ 
tana; more Government guaranteed 
loans, if possible; more tourism · and 
more information on how to e~pand 

business. Other ideas may emerge, and, 
obviously, not all plans can be imple
mented at once. 

But at least let us try .e 

EXTENSION OF ROUTINE MORNING 
BUSINESS 

Mr. BAKER. Mr. President, I ask 
unanimous consent that the period for 
the transaction of routine morning busi
ness be extended not beyond the hour 
of 7 p.m., and that Senators may speak 
therein without limitation. 

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

Mr. BAKER. Mr. President, there will 
be no more rollcall votes today. 

ORDER FOR THE RECOGNITION OF 
CERTAIN SENATORS ON THURSDAY 

Mr. BAKER. Mr. President, I ask 
unanimous consent that on Thursday 
there be orders for the recognition of 
Senators BAKER, HATFIELD, STEVENS, 
TOWER, SYMMS, MATSUNAGA, and CRANS
TON of '15 minutes each to follow on after 
the recognition of the two leaders under 
the standing order. 

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

<Later the following occurred:) 
Mr. BAKER. Mr. President, I ask 

unanimous consent that the special 
orders entered for Thursday be changed 
to the order of sequence as follows: the 
first Senator to be recognized will be the 
Senator from Hawaii <Mr. MATSUNAGA), 
followed by Senator CRANSTON, Senator 
SYMMS, Senator HATFIELD, Senator 
BAKER, Senator STEVENS, and Senator 
TOWER. 

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

ORDER FOR RECESS UNTIL 9:15 
A.M., THURSDAY, FEBRUARY 5, 
1981 
Mr. BAKER. Mr. President, I ask 

unanimous consent that on Thursday 
the Senate convene at 9: 15 a.m. 

This request has been cleared on both 
sides of the aisle. 

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

LEGISLATIVE PROGRAM FOR 
THURSDAY NEXT 

Mr. BAKER. Mr. President, I ask 
unanimous consent that when the Sen
ate reconvenes on Thursday next, and 
following after the recognition of the two 
leaders under the standing order and the 
recognition of Senators under the special 
order, the Senate resume consideration 
of the Executive Calendar and that the 
order of business at that time be the 
consideration of Adm. B. R. Inman to be 
Deputly Director of Central Intelligence. 

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

Mr. BAKER. Mr. President, I modify 
that request. I believe Admiral Inman 
will be before us in two capacities: that 
for confirmation as admiral, and also as 
Deputy of Director of Central Intelli-

gence, one nomination from the Armed 
Services Committee and reported from 
the Armed Services Committee, and the 
other from the Intelligence Committee, 
and I modify my request by asking that 
both nominations may be considered in 
sequence as the first order of business 
when we return to the consideration of 
the Executive Calendar. 

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

ORDER EXTENDING DEADLINE ES
TABLISHED BY SENATE RESOLU
TION 109 FROM FEBRUARY 1, 1981 
UNTIL APRIL 1, 1981 
Mr. BAKER. Mr. President, as in legis

lative session, I ask unanimous consent 
that the deadline established by Senate 
Resolution 109 of the 96th Congress, a 
resolution to direct the Select Committee 
on Ethics to undertake a comprehensive 
review of the Senate Code of Official 
Conduct and Provisions for its enforce
ment and implementation by which the 
Select Committee on Ethics is to report 
the results of its study of the Senate 
Code of Official Conduct and make rec
ommendations for its revision be ex
tended from February 1, 1981, until 
April 1, 1981. 

Mr. ROBERT C. BYRD. Mr. Presi
dent, reserving the right to object, and 
I will not object, Mr. HEFLIN has dis
cussed this request with me, and there 
is no objection. 

Mr. BAKER. I thank the minority 
leader. 

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

ORDER THAT THE READING OF 
WASHINGTON'S FAREWELL AD
DRESS OCCUR ON FEBRUARY 16, 
1981 
Mr. BAKER. Mr. President, I ask 

unanimous consent that the reading of 
Washington's Farewell Address this year 
occur on February 16, instead of Febru
a.ry 22, as provided in the order of the 
Senate on January 24, 1901. 

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

THE CALENDAR 
Mr. BAKER. Mr. President, as in legis

lative session, there are certain matters 
on the calendar. I wonder if the minority 
leader is in a position to agree to the 
consideration of those items at this 
time? · 

M''". ROBERT C. BYRD. Mr. President, 
there is no objection on this side to 
proceeding with the items on the gen
eral orders calendar. 

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

INCREASE IN MEMBERSHIP OF THE 
JOINT COMMITTEE ON PRINTING 
The bill <S. 272) to increase the mem

bership of the Joint Committee or 
Printing, was considered, ordered to be 
engrossed for a third reading. read the 
third time, and passed, as follows: 
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s. 272 
Be it enacted by the Senate and House 

of Representatives of the United States of 
America in Congress assembled, That sec
tion 101, title 44, United States Code, 1s 
amended to read as follows: 

"The Joint Committee on Printing shall 
consist of the chairman and four members 
of the Committee on Rules and Adminis
tration of the Senate and the chairman and 
four members of the Committee on House 
Administration of the House of Representa
tives.". 

Mr. BAKER. Mr. President, I move to 
reconsider the vote by which the bill was 
passed. 

Mr. ROBERT C. BYRD. I move to lay 
that motion on the table. 

The motion to lay on the table was 
agreed to. 

EXPENDITURES BY 'I1IE COMMIT
TEE ON RULES AND ADMINISTRA
TION 
The resolution <S. Res. 35) authoriz

ing expenditures by the Committee on 
Rules and Administration w·as consid
ered and agreed to, as follows : 

S. RES. 35 
Resolved, That, in carrying out its powers. 

duties, and functions under the Standing 
Rules of the Senate, in accordance with its 
jurisdiction under rule XXV of such rules, 
including holding hearings, reporting such 
hearings, and making investigations as au
thorized by paragraphs 1 and 8 of rule XXVI 
of the Standing Rules of the Senate, the 
Committee on Rules and Administration is 
authorized from March 1, 1001, through 
February 28, 1982, in its discretion (1) to 
make expenditures from the contingent fund 
of the Senate, (2) to employ personnel, and 
(3) with the prior consent of the Govern
ment department or agency concerned and 
the Committee on Rules and Administration, 
to use on a reimbursable basis the services ot 
personnel of any such department or agency. 

SEc. 2. The expenses of the committee un
der this resolution shall not exceed $1,273,-
800, of which amount not to exceed $20,000 
may be expended for the procurement of the 
services of individual consultants, or orga
nizations thereof (as authorized by section 
202 (i) of the Legislative Reorganization Act 
of 1946, as amended). 

SEc. 3. The committee shall report its find
ings. together with such recommendations 
for legislation as it deems advisable, to the 
Senate at the earliest practicable date, but 
not later than February 28, 1982. 

SEc. 4. Expenses of the committee under 
this resolution shall be paid from the con
tingent fund of the Senate upon vouchers 
approved by the chairman of the committee, 
except that vouchers shall not be required 
for the disbursement of salaries of employees 
paid at an annual rate. 

Mr. BAKER. Mr. President, I move to 
reconsider the vote by which the resolu
tion was agreed to. 

Mr. ROBERT C. BYRD. I move to lay 
that motion on the table. 

The motion to lay on the table was 
agreed to. 

MEMBERS ON THE PART OF THE 
SENATE OF THE JOINT COMMIT
TEE ON PRINTING AND THE 
JOINT COMMITTEE OF CONGRESS 
ON THE LffiRARY. 

The resolution <S. Res. 36) providing 
for members on the part of the Senate of 
the Joint Committee on Printing and 

the Joint Committee of Congress on the 
Library, was considered and agreed to, 
as follows: 

S. RES. 36 
Resolved, That the following-named 

Members be, and they are hereby, elected 
members of the following joint committees 
of Congress: 

JOINT COMMITTEE ON PRINTING: Mr. Ma
thias of MarY'land, Mr. Warner of Virginia., 
and Mr. Cannon of Nevada.. 

JOINT COMMITTEE OF CONGRESS ON THE 
LIBRARY: Mr. Mathia-s of Maryland, Mr. Hat
field of Oregon, Mr. Baker of Tennessee, Mr. 
Pell of Rhode Island, and Mr. Williams of 
New Jersey. 

Mr. BAKER. Mr. President, I move to 
reconsider the vate by which the reso
lution was agreed to. 

Mr. ROBERT C. BYRD. I move to lay 
that motion on the table. 

The motion to lay on the table was 
agreed to. 

NOLA E. CLARK 
The resolution <S. Res. 37) to pay a 

gratuity to Nola E. Clark, was consid
ered and agreed to, as follows: 

S. RES. 37 
Resolved, That the Secretary of the :senate 

hereby is authorized and directed .to pay, 
from the contingent fund of the Senllite, to 
Nola E. Clark, widow of Francis E. Clark, an 
employee of the Architect of the capitol as
signed •to duty on the Senate side of the 
Capitol G1'ounds at the time of his death, 
a sum equal to six months' compensllittlon at 
the rate he was recelv·ing 'by law at the time 
of his death, said sum to .be con:~idered in
clusive of funeral expenses and an other 
allowances. 

Mr. BAKER. Mr. President, I move to 
reconsider the vote by which the resolu
tion was agreed to. 

Mr. ROBERT C. BYRD. I move to lay 
that motion on the table. 

The motion to lay on the ta'ble was 
agreed to. 

JOSEPH A. CROSS 
The resolution (S. Pes. ?~) to t'".~· a 

gratuity to Joseph A. Cross, was -con
sidered and agreed to, as follows: 

S. RES. 38 
Resolved, That the Secretary of the Senate 

hereby is authorized and directed to pay, 
from the contingent fund of the Senate, to 
Joseph A. Cross, widower of Florence K. 
Cross, an employee of the Senate at the time 
of her death, a. sum equal to three months' 
compensation at the rate she was receiving 
by law at the time of her death, said sum 
to be considered inclusive of funeral ex
penses and all other allowances. 

Mr. BAKER. Mr. President, I move to 
reconsider the vote by which the resolu
tion was agreed to. 

Mr. ROBERT C. BYRD. I move to lay 
that motion on the table. 

The motion to lay on the table was 
agreed to. 

ORDER OF PROCEDURE 
Mr. BAKER. Mr. President, I thank 

the minority leader. That completes the 
consideration of the calendar of busi
ness under general orders. 

It is my understanding that the dis
tinguished minority leader intends to 

make his presentation to the Senate on 
the history of the Senate.li 1 m.i6h~ .i1ave 
the attention of the minority leader for 
a briet moment, I would ask if it might 
be agreeable to the minority leader that 
at the conclusion of his presentation we 
might provide for the Senate to stand in 
recess under the order previously 
entered? 

Mr. ROBERT C. BYRD. Mr. President, 
that would be agreeable. 

Mr. BAKER. Mr. President, I make 
that request at this time. 

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

Mr. BAKER. Mr. President, I thank 
the minority leader for his cooperation. 

THE UNITED STATES SENATE 
CAPITOL POLICE 

Mr. ROBERT C. BYRD. Mr. Presi
dent, during the spring and summer 
months as many as ten thousand per
sons visit the Capitol Building each day. 
They come from every state in the Union 
and from all parts of the world to see 
for themselves this structure which has 
become the symbol of the highest ideals 
of representative government. Those of 
us who have visited legislative bodies in 
other nations never cease to marvel at 
the wide access that visitors enjoy to this 
seat of government. 

Many come with specific issues or 
grievances that they wish to discuss with 
those of us whom they have elected to be 
their representatives. Others simply 
want to explore, at first hand, this great 
citadel of democratic government. Just 
as our visiting citizens have a right to 
the widest possible freedom of move
ment and expression in these halls, so do 
we, their representatives, have the right 
to conduct our business without undue 
delay and without fear of restraint or 
reprisal. 

To maintain this often delicate bal
ance, we are fortunate to have the as
sistance of a dedicated and well-trained 
Capitol Police force. Today, in my con
tinuing series of statements on the 
United States Eenate, I plan to discuss 
the development of the Capitol Police 
from a one-man watchforce in 1801 to 
its current position as a highly-profes
sional law enforcement organization. 

For the first twenty-five years of Con
gre'5"'' residence in Washi.n.r!ton, the 
Capitol was under the protection of a 
s'ngle guard whose charge was simoly 
"to take as much care as possible of the 
property of the United States." The first 
guard, Mr. John Golding, and his im
mediate successors, lacked the custom
ary police authority to make arrests. We 
must assume that the solitary guards 
had freauent occasion to wish that they 
could call on more than simnlv the force 
of their indiv~dual personalities. We do 
know that from time to time, the guard 
had to seek assistance from a detach
ment of Marines stationed nearby. 

By late in 1824, as the construction of 
the Rotunda neared co'!Ilpletion. the 
number of visitors to the Capitol had 
increa'5ed s1 ~tficantlv and. accordinglv, 
so did the need for nolic~ nrotection. The 
arrival of one of the Nation's greatest 
foreign friends, the Marquis de La-
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fayette, must have placed a great burden 
on the Capitol guard. On December 10, 
1824, as Lafayette became the first for
eign dignitary to address a joint con
gressional session, the guard complained 
bitterly of his difficulties in expelling 
from the building "disorderly persons, 
vagrants and drunks." A fire in the 
Capitol's library, at Christmastime in 
1825, demonstrated the growing neces
sity for increased surveillance. Fortu
nately, no one was hurt and only a few 
books were damaged. The ensuing in
vestigation pointed clearly to the need 
for systematic professional protection to 
avoid the recurrence of what might 
surely have been a disaster. 

Action finally came in 1827 when 
President John Quincy Adams directed 
that a regular watch force be established. 
That force consisted of four men-two 
for daytime duty, one for the nighttime, 
and one relief man. A year later, on May 
2, 1828, the City of Washington's police 
regulations were extended to include the 
Capitol and adjacent grounds. Accord
ingly, the year 1828 appears prominently 
on the shoulder patch of today's Capi
tol Police force signifying the date of 
its "founding." For the next quarter cen
tury, however, the force remained small, 
consisting of a captain and three men. 
They worked fifteen-hour shifts when 
Congress was in session and ten hours at 
other times. Although not required to 
wear uniforms, the police were directed 
to be "neat and tidy and present a gen
tlemanly appearance at all times; to be 
stem with violators of the laws, but cour
teous to officials, citizens, and strangers." 
Due to the force's small size, its area of 
responsibility was confined to the Capi
tol building and the walks and drives 
immediately adjacent to it. In addition to 
providing general security inside the 
building, the police served as tour guides 
and were, by all accounts, knowledge
able and helpful, just as they are today. 

A major source of irritation for the po
lice came from the hack drivers who, in 
their zeal to pick up passengers, re
fused to keep their carriages within des
ignated areas. The greatest difficulty, 
however, lay beyond the walkways, over 
the course of the Capitol grounds. 

Although the grounds were surrounded 
by a large iron fence, the gates of which 
were closed each evening, their many 
secluded areas offered ample opportunity 
for holdups and other crimes. In those 
days the grounds to the east of the 
building, covered with more than six 
hundred trees, sloped upwards to a 
height of eight feet from the building 
to the eastern boundary line. First Street 
was then graded seven feet below the 
boundary so that it was difficult, if not 
impossible, to see the Capitol or most of 
its grounds from the street. During day
light hours a single watchman, usually 
an elderly man unsuited for arduous 
duty, patrolled the grounds. At night, it 
was every man for himself. 

During most of the nineteenth century, 
the Capitol Police had to rely on the Dis
trict of Columbia's fifteen-member "Aux
iliary Guard'' to control demonstrations 
and stop disorderly conduct on the 
grounds. Unlike the Capitol Police, the 

Auxiliary Guard did have uniforms, 
which were grey with flowing capes and 
a profusion of brass buttons. The "AG", 
as they were known, were armed with 
fearsome wooden sticks topped with iron 
spearheads. The weapon \ as said to -re
semble an ancient javelin. Both the Cap
itol and the city forces were provided 
with "whirligig rattles·• instead of 
whistles. When twirled, these rattles re
portedly emitted a most unearthly 
noise. 

The need for an expanded force be
came acute by 1851. During that year, 
construction began on the Capitol ex
tension which was to consist of wings 
housing our current Senate and House 
chambers. When completed later in the 
decade, the extension would more than 
double the available working space in the 
building, making it virtually impossible 
for a handful of men to guarantee the 
security of members and visitors alike. 

As 1851 drew to a close, another fire 
broke out in the congressional library. 
This time the damage achieved disas
trous proportions. When the blaze was 
finally contained, more than 35,000 of 
the library's '55,000 books were destroyed, 
including two-thirds of Thomas Jeffer
son's original collection. In a building 
containing 45,000 gas jets and hundreds 
of candles, the likelihood of additional 
fires was exceedingly great. 

A year later, in 1852, the Capitol Police 
force, described as "an ununiformed 
squad of ancient watchmen'' was en
larged to include a captain and eight 
men. It was then that the term "Capitol 
Police'' first appeared in the statutes, and 
one might consider 1852 as the real 
beginning of the evolutionary process 
through which the small guard force 
grew into a professional police organiza
tion. By 1854, the police, armed with 
heavy hickory canes, had begun to wear 
uniforms, possibly borrowed from the 
military. Not until the start of the Civil 
War in 1861, however, were they author
ized to wear badges, symbolic of their 
police authority. 

The increased activity that came in the 
wake of the wartime emergency, as well 
as the continuing construction work on 
the Capitol extension and the new dome, 
necessitated further expansion and the 
issuance of more detailed regulations for 
the police. Although supplemented by 
military troops, stationed in and around 
the building, the force was increased to 
constitute three six-man watches. Each 
watch was on duty twelve of every 
thirty-six hours, with an hour's relief 
for meals. At that time, the Capitol 
building was open to the public from 
sunrise to sunset. Children under the age 
of twelve were not permitted on the 
grounds, or in the building, unless, in the 
language of the regulations, they were 
accompanied by "parents or some dis
creet person." 

In 1867, as the country slowly strug
gled to recover from the tragedy of the 
Civil War, responsibility for the capitol 
force was transferred from the Com
missioner of Public Buildings to the 
Sergeants at Arms of the Senate and the 
House. As one of their first acts, those 
officials authorized the design of new 

uniforms to distinguish the police from 
the members of the general public, many 
of whom were attired in old military 
garb, .and to instill a sense of esprit 
among the men. Salaries were raised to 
$1,000 per year and three men were 
added to help with the increased flow 
of visitors to the top of the then re
cently-completed dome. 

With the expansion of the force came 
the inevitable criticism that it was get
ting too large and that its membership, 
which included a large number of Civil 
War veterans, was not suited to the 
heavy responsibility of protecting the 
Capitol. Mark Twain was one of the 
force's most prominent critics. In Febru
ary 1868, he speculated that "the days 
of the picturesque, blue-uniformed, 
brass-buttoned Cap~tol Police are num
bered." He argued that they cost the 
government $80,000 per year and were 
not worth the money. Mark Twain re
pof!ted that the force's members "have 
grown fat and comfortable dozing in 
chairs and scratching their backs 
against marble pillars.'' He suggested 
that protection be provided, when neces
sary, by regular Army troops. 

At the time Mark Twain made his 
observations, the services of the police 
were very much in demand. On Febru
ary 24, 1868, the House voted to impeach 
President Andrew Johnson. From early 
March until late May, the Senate sat as 
a court of impeachment. This unprece
dented event drew huge crowds from 
across the Nation. The police provided 
added security, screening visitors to en
sure that only those with proper 
credeilltials were admitted to the Senate 
galleries. Senators found it difficult to 
move in and out of the chamber, despite 
the best efforts of the police to keep the 
corridors clear. 

In 1873, the Capitol Police Board was 
established, adding the Architect of the 
Capi1tol to the force's governing body. 
The board assumed responsibility for a 
f?rce consisting of one captain, three 
h_eutenants, twenty-seven privates, and 
eight watchmen. In addition, it super
vised a newly-created and separate 
guide force. The guides were allowed to 
offer their services to the public for not 
more than fifty cents an hour. 

A year later, in 1874, Congress a;ppro
priated $200,000 for a major redesign of 
the troublesome and unsightly Capitol 
grounds. Up to that time the grounds 
shoddy appearance confirmed Lord 
Bacon's observation that "men come to 
build stately sooner than to garden 
finely." The soil consisted of poor clay 
which "turned to powder in dry weather 
and to mortar in wet." The west front 
of the building had been particularly 
neglected. From the earliest years, it had 
been assumed that the city would de
velop to the east. Consequently, little 
attention was paid to the wes·tern por
tion of the Capitol until 1873 when Con
gress acquired seven acres on capitol 
Hill's western slope. The Senate and 
House retained nationally-prominent 
landscape architect Frederick Law Olm
sted to prepare a suitable plan for both 
the east and west grounds of the build
ing. As work proceede<! on Olmsted's 
plan, COngress adopted a resolution, "to 
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prevent any portion of the Capitol 
grounds and terraces from being used as 
a playground, or otherwise, so far as may 
be necessary to protect the public prop
erty, turf, and grass from destruction 
and injury." COngress also moved to keep 
the public from climbing on the exterior 
statues and wa:lls by hlaking the offense 
punishable by a $100 fine and sixty days 
in jail. 

Fire continued to plague the building 
during the last quarter of the nineteenth 
century. In 1876, a gas explosion ripped 
through the Senate wing, killing the 
building's chief carpenter and seriously 
injuring the superintendent of the Sen
ate folding room. Five years later, an
other explosion damaged the Senate side 
of the Capitol. 

The most serious, and the last, gas ex
plosion occurred at 5:13 p.m., on No
vember 6, 1898, in the vicinity of the 
first-floor room now restored as the old 
Supreme Court Chamber. Two bicycle 
policemen, stationed at Second and c 
Streets, Southeast, :1eard the explosion 
and saw a sheet of flame rise from the 
windows along the east front at the base
ment level. The police officers saved val
uable moments by quickly sounding the 
alarm. Just before the blast, a policeman 
inside the building detected the smell of 
gas. As the Capitol was honeycombed 
with gas pipes, that odor was not con
sidered uncommon. Nevertheless, the of
ficer set out to investigate. Just as he 
left the Senate side and headed toward 
sta:tuary Hall, the accumulated gas, 
which had leaked from the service pipes 
beneath the crypt, ignited. The force of 
the explosion heaved upward the very 
floor that the officer had just crossed. 
The resulting fire raced up an elevator 
shaft adjacent to the Supreme Court 
chamber, causing considerable damage 
on both the first and second floors. 

Although approximately $25,000 
damage occurred to the b.ii~ding and 
its. furnishings, the severest loss was a 
?riceless collection of manuscript cop
Ies .of Sup:;.·eme Court decisions for the 
period 1792 to 1832. '!'he court itself 
was not slowed by the calamity. It 
met the following day in the District 
of Columbia Committee room on the 
second floor of the Capitol, now known 
as the Lyndon B. Johnson Room. That 
room is located across the hall from the 
Democratic leader's offices, which, in 
t~ose days, used to house the Senate 
Finance Committee and the Oificial Re
porters of Debates. By 1900, electricity 
had replaced gas for purposes of illu
mination and, thereafter, all gas lines 
to the Capitol were closed t'l avoid what 
was then becoming an altogether too 
frequent occurrence. 

Less than seventeen years later an
other explosion rocked the Capitoi. On 
tha~ occasion, however, it was hardly 
acCident~!. On July 2, 1915, at 11:40 
p.m., Erich Muenter, a former German 
language instructor at Harvard Uni
v~rsity,. stood in front of Union sta
tion, hiS eyes nxed intently on the 
Ca~itol. At that moment, an ignition 
de~lCe set off three sticks of dynamite 
w~uch Muenter earlier had placed be
hmd the Senate's telephone switch
board located adjacent to the west wall 

of the Senate Reception Room. The ex
plosion o:;~.used taajor damage to the 
room, . smashing windows, chandeliers, 
and mirrors. Officer Prank jones, a 30-
year-veteran of the Capitol Police force, 
was stationed at the Senate Door·on the 
first floor. The severity of the blast 
nearly knocked him off his chair. The 
only other policeman on duty in the 
Senate wing was Officer George Gumm. 
Only ten minutes earlier, Officer Gumm 
had closed a window in the Reception 
Room just inches from where the dyna
mite lay concealed. Meanwhile, Mr. 
Muenter, pleased with his dramatic pro
test against United States aid to Great 
Britain in World War I, quickly boarded 
the midnight train to New York City. 

On the following day, the Washing
ton Star carried two banner headlines. 
The first recounted the Capitol bombing 
and reprinted an anonymous letter in 
which the writer expressed the hope 
that the explosion would "make enough 
noise to be heard above the voices that 
clamor for war and blood money." The 
writer, expressing his opposition to 
America's faltering efforts at neutrality, 
concluded that "this explosio!l is the 
exclamation point to my appeal for 
peace." The other Page One news story 
told of the s!1ooting of financier J. P. 
Morgan, Jr., at his Long Island estate. 
Morgan was not seriously hu:;;-t and his 
assailant was arrested. His attacker's 
motive was to strike a symbolic blow 
against J. P. Morgan and Company, 
Great Britain's chief purchasing agent 
in the United States for war munitions 
and supplies. Morgan's assailant was 
none other than Mr. Muenter, who, sev
eral days later, committed suicide in 
jail. 

Explosions and bombings aside, the 
life of a Capitol policeman at the end of 
the nineteenth and into the twentieth 
centuries contained a large measure of 
boredom. This was a particular problem 
late at night, after the building had 
closed and the members and visitors had 
departed. Perhaps this situation ac
counts for a variety of ghost stories that 
have been told down through the years. 

One of the oldest stories is recounted 
by newsman John Alexander in his book 
of Washington ghost tales. It concerns 
the infamous denizen of the Capitol's 
lower reaches, "Demon Cat." As the 
story goes, Demon Cat always waits until 
its victim is alone. The animal's prey 
are generally members of the Capitol 
Police force. One victim told of encoun
tering the infamous cat on a winter's 
eve. As it walked toward the policeman, 
the cat began to swell. 

The guard felt paralyzed as he stared into 
the glowing, piercing eyes that came closer 
and closer and grew larger and larger. The 
animal swelled to the size of a giant tiger, 
yet never lost its unmistakable cat-like form. 
Its purring changed to a ferocious snarl. 
There was a deafening roar as the monstrous 
animal leaped-with claws extended-to
ward its victim. The guard couldn't move. 
His feet seemed nailed to the fioor. He cov
ered his face with his arms as the giant ani
mal seemed just inches away from landing 
on him. He screamed. 

Nothing ha!>pened. The Demon Cat van
ished into thin air as the man screamed. 

The trembling guard stood alone, the cor
ridor deserted, the silence pierced only by 

his breathing. His limp ·body was covered 
in a cold, clammy sweat. He felt drained. The 
narrow marble hallway now reminded him 
of a tomb. The guard shuddered, tried to 
pull himself together, and headed back to 
his desk. For some reason he just didn't feel 
like finishing his rounds. 

This grisly feline was blamed for an 
elderly guard's fatal heart attack and 
the cat is reputed to appear only on the 
eve of a national tragedy, or upon the 
changing of presidential administra
tions! 

There are other stories of footsteps 
~choing through darkened halls, belong
mg. perhaps, to long-since departed 
members of the police force, still faith
ful to keeping watch over their posts. 
In the 1890's, a policeman entered Stat
uary Hall, th~ former House chamber, 
at midnight g,nd allegedly interrupted 
the entire ghostly membership of a much 
earlier Congress in solemn delioeration. 
Shortly thereafter, in the same chamber 
one New Year's Eve, as the clock struck 
twelve, the marble and bronze statues 
were reported to have drifted off their 
pedestals in order to dance. A terrified 
guard fled from the chamber and into 
the still night air. On the following day, 
he recounted the eerie event to his su
pervisor. The captain immediately or
dered the private to take an extended 
rest. I have heard, however, that even 
in recent times, the police tend to avoid 
Statuary Hall on New Year's Eve! 

In 1896, twelve privates were added 
to the force and seven watchmen's posi
tions were abolished. The outbreak of 
the Spanish-American War, two years 
later, served as reason for adding eight
een more privates. Although they were 
intended to be temporary, in 1901, they 
became part of the permanent force. So, 
at the beginning of this century, the 
Capitol Police force had grown impres
sively. Including a newly established de
tective force, it amount.ed to sixty-seven 
men. Half the privates were selected by 
the Senate and half by the House. Of 
this number, four officers were assigned 
to the Dome due to its popularity among 
the tourists. During the height of the 
season, more than 2,000 persons each 
day climbed the 390 stairs for a breath
taking view of the surrounding city of 
Washington. The grounds were, at that 
time, patrolled day and night by a bi
cycle squad to give chase to those who 
drove their two-wheelers at high speeds 
and to catch, and send to the pound, 
all unlicensed dogs. 

In 1902, the Washington Star pro
nounced the force's evolution complete. 
In that paper's judgment, the Capitol 
Police was "the finest body of indoor 
policemen in the world." Each member 
of the force was then attired in a natty 
dark blue regulation army frock coat and 
was armed with a billy club, pliable 
handcuffs called "nippers", and a distress 
whistle. They carried revolvers only 
when on "important service" or when 
assigned to the grounds at night. 

Apparently not all of the officers liked 
their "natty" uniforms, for a number of 
appropriations acts of that period in
cluded the admonition that "the officers, 
privates, and watchmen of the Capitol 
Police shall, when on duty, wear the reg
ulation uniform." 
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By 1911, the force was again the ta:r
get of strong criticism because of 1ts 
continuing expansion. Several years ear
lier the Senate and House had opened 
their new office buildings, those which 
we kilOW today as the Russell and Can
non Buildings. Together, they required 
an additional twenty-six officers. For 
some rea-son the House took only ten 
while the less populous Senate claimed 
sixteen. One senator noted that was be
cause the 391 House members were more 
orderly than the 92 senators. . 

The House, following the lead of 1ts 
Democratic Caucus, reported a bill in 
1911 to reduce the size of the force by 
fifty percent. The measure's proponents 
argued that most of the recent increase 
had been intended as temporary due to 
the Spanish-American War. Senator 
Clarence Watson of West Virginia agreed 
with the reduction plan. He noted the 
presence of many "sleepy-eyed officers 
sitting around who would never be al
lowed in a real business institution." He 
claimed that they were "of no use to any
body, even themselves, except to draw 
their salaries." Democratic Senator John 
Sharp Williams of Mississippi concurred, 
accusing the policemen, whom he be
lieved to be the appointees of the Repub
lican majority, of being "political hang
ers on." He said "to them we entrust the 
care of this great national property, and 
they attend to it with such little efficien
cy that although there are sixty-seven of 
them hanging around between here and 
the House somewhere, somebody came in 
here the other day and ruthlessly cut one 
of the pictures in the capitol all to 
pieces." Senator Williams was referring 
to an incident on December 19, 1911, in 
which a vandal cut a thirty-inch long 
strip out of the "Battle of Lake Erie" 
painting, located in the marble stairway 
to the east of our chamber. In 1955, that 
same painting suffered a similar outrage. 

Unfortunately, the paintings and stat
uary in this building have frequently 
been the target of mindless mutilation, a 
fact which presents a strong argument 
for an adequate and vigilant police force. 
Senate Appropriations Committee Chair
man Francis Warren expressed the sen
timent of a majority of his colleagues in 
1912 when he told them he would rather 
pay the price of a sufficient police force 
than to risk the consequences of less pro
tection. 

After extensive debate in 1912, the 
Senate decided not to concur in the 
House's force reduction plan. Senators 
realized that the younger men, who had 
been recently hired, would have to be the 
first fired. That would have left a core 
of Civil War veterans, most of whom 
were in their late sixties, the men who 
were the very targets of the complaints 
about inactivity. Few senators were will
ing to take the action necessary to fire 
these old war veterans, from both the 
Union and Confederate armies. Their 
heroic deeds in days gone by were 
familiar to the senators, many of whom 
had served as their comrades in that 
bloody and tragic struggle. The veterans 
were allowed to remain, and the records 
of the Senate Democratic Conference in
dicate that as late as 1918 there were still 

a few Civil War veterans guarding our 
doors. 

Back in those days, the police were 
given fifty days of annual leave. One sen
ator thought he saw a way to save funds 
by reducing the number of leave days to 
thirty. His plan foundered, however, 
when another senator explained that 
those fifty days were from the entire 
year, barely giving the men each Sunday 
off! Even today, the official policy of the 
Capitol Pollee Board is that leave is a 
privilege rather than a right. The police 
manual notes that the "requirements of 
the force must at all times come first." 

The police had great responsibilities on 
the eve of the First World War. They had 
to protect the Capitol, then valued at $17 
million. The grounds had been expanded 
to cover fifty-nine acres, and an esti
mated one million visitors traversed 
these halls each year. Among the par
ticularly sensitive posts were one in 
Statuary Hall, to guard against chronic 
vandalism; the Senate gallery, where 
two officers worked to reduce conges
tion; the upper dome, "for the preserva
tion of order, to protect the Dome from 
defacement, and to guard sightseers 
from dangerous places." 

In addition, there was a turnkey who 
locked and unlocked each of the Capi
tol's thirteen doors. Several years 
earlier, the turnkey in the House Office 
Building lost his key and every lock in 
the building had to be replaced. A final 
important post was the northeast 
grounds, where a patrol was assigned "to 
protect the lawns from trespassers and 
the roadways and plaza from invasion by 
unauthorized vehicles and from fast 
driving of all kinds." 

As I noted earlier, World War I 
created the need for additional security. 
The bombing of the Reception Room in 
1915 was directly related to the war. In 
1917, when the United States entered the 
con:tlict, the Senate attempted to add 
fifty men for the duration of the emer
gency. The House, however, refused to 
go along with the Senate's plan. One 
Renresentative interviewed the chief and 
quoted him as saying that fifty percent 
of the force was absolutely inefficient due 
to the patronage system of appointment. 
He argued that "a large number of the 
force are entirely unacquainted with the 
duties of policemen. They do not know 
how to make an arrest, and a large num
ber are physically incapable of perform
ing the duties of their office." 

In 1935, at a time when the area of the 
Capitol grounds had just b~en increased 
from 59 acres to 126 acres, the chief of 
police appealed to the Senate and House 
for twenty-four men to supplement his 
132-man force. He reported to the House 
Appropriations Committee that his force 
was severely handicapped due to the 
large number of underaged or elderly 
policemen, and the lack of service stand
ards. He estimated that one-third of the 
force did all the work. At that time, the 
men ranged in age from nineteen to 
seventy-five. One officer was 6'2" and 
weighed all of 120 pounds. During the 
previous year, the police had made 600 
arrests and there were 112 automobile 
accidents. One of the force's two auto
mobiles, a four-year-old Ford with 40,000 
miles to its credit, was constantly out of 

service, leaving the other vehicle to make 
all the rounds, day and night. 

The chief recommended that the force 
adopt the standards of the Metropolitan 
Washington Police Department and re
qu.re all new men to be between the ages 
of twenty-one and fifty. He indicated he 
would be happy to have World War I 
veterans because "they know how to 
shoot and know how to take orders." The 
House Sergeant at Arms supported the 
chief's request and added that he saw no 
need for the additional men unless they 
complied with the standards. He noted 
that standards would make the work of 
the congressional patronage committees 
easier, allowing them to tum down the 
unqualified candidates of influential 
memoers. Subsequently, both houses 
agreed to allow the Capitol Police Board 
to establish specific qualifications. To
day, candidates for appointment must be 
within the twenty-one to fifty-year age 
bracket recommended earlier. Officers 
must have a high school education and 
may not be less than 5'4" nnr more than 
6'5" in height and of proportional 
weight. 

In setting those standards, the Police 
Board was well-aware that the Capitol 
has unfortunately been the setting for 
periodic acts of violence. As early as 1835, 
a deranged person attempted to assas
sinate President Andrew Jackson during 
his visit to the Capitol. As the president 
left the Rotunda and headed toward the 
east front stairs, the man pointed a per
cussion pistol at him from a distance of 
less than ten feet. The pistol failed to 
fire and, as Jackson started to lunge 
toward his assailant, the man pulled the 
trigger of a second pistol. It also misfired. 
Jackson felt certain that Senator George 
Poindexter of Mississippi was responsible 
for the attempt on his life, but a special 
Senate investigating committee found no 
evidence to substantiate that claim. Sev
eral of the president's enemies suggested 
that due to the improbability of two 
loaded pistols misfiring, the attempt had 
been staged to build popular sympathy 
for Jackson. 

Violence has also been directed against 
members of Congress, requiring increased 
police protection. Slightly more than a 
half century after the attempt on Presi
dent Jackson's life on February 28, 1890, 
there occurred a confrontation between a 
former House member, William P. Taul
bee, and Charles Kincaid, a correspond
ent for the Louisville Times. Kincaid had 
charged that the former Kentucky rep
resentative had been involved in unsa
vory dealings. Taulbee encountered the 
journalist twice during the same day and, 
on both occasions, pulled his enemy's ear. 
The second time, Kincaid drew a revolver 
and shot Taulbee in the head. There are 
those, even today, who claim that the 
stains on the marble stairs in the House 
wing mark the spot where a newsman 
first drew congressional blood. I have 
also heard that there is, among the Hill's 
journalists, a "Kincaid Society," but I 
did not attempt to learn more of its 
objectives. 

On March 5, 1921, retiring Nevada 
Senator Charles B. Henderson, who was 
cleaning out his ofiice in what is now the 
Russell Building, was shot in his right 
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forearm. The gunman was a disgruntled 
constituent who had been nursing a land 
claim grievance for three decades. Sena
tor Henderson was not seriously hurt and 
the assailant was arrested. 

On the night of February 15, 1924, 
Senator Frank Greene of Vermont and 
his wife were walking on Pennsylvania 
Avenue, a short distance from the Capi
tol grounds. Just as Senator Greene 
passed the entrance to an alley, he was 
hit in the head by a stray bullet from a 
gun battle between bootleggers and 
revenue agents. Although the wound had 
no apparent effect on his intellect, it left 
him with a severe speech impairment, 
kept him from participating in debate 
for the remainder of his Senate term, 
and ultimately led to his death. 

Eight years later, on December 13, 
1932, a twenty-five-year-old department 
store clerk entered the House gallery, 
waving a loaded pistol in the air. He 
dangled one foot over the railing and 
demanded the right to speak. There fol
lowed a mad scramble for the cloak
rooms. Minnesota Representative Melvin 
Maas, who had been trained as a psy
chologist, gently talked the man into 
turning over his weapon. When asked 
later by a reporter whether he had ex
perience in handling deranged persons, 
Mr. Maas observed, "Why not? I've had 
six years in Congress." 

On July 12, 1947, just before noontime, 
Senator John Bricker of Ohio left his 
suite in the Senate Office Building and 
headed for the old monorail subway for 
a ride to the capitol. As he boarded the 
car, a man with a 22-caliber target pistol 
fired at him twice from a distance of 
fifteen feet. Neither shot hit Senator 
Bricker, who had the presence of mind 
to duck under the car's front seat and 
to tell the operator to "step on it." Arriv
ing at the Capitol end of the subway, the 
senator nonchalantly headed for the 
chamber, stopping only to phone his 
secretary and neglecting to mention the 
incident. Meanwhile, the subway car 
operator returned to the office building 
terminal, only to find the assailant wait
ing and very much alone. The gunman 
quickly fied in a taxi and, thanks to the 
combined efforts of the Metropolitan and 
Capitol Police forces, he was arrested 
within the hour. The man had recently 
lost his patronage position as a Capitol 
policeman. <The fact of his previous 
employment led several cynics to observe 
that the danger was minimal of his being 
able to hit the Senator.) The assailant, 
when questioned as to his motive, said 
that he was just trying to "refresh" Sen
ator Bricker's memory about a savings 
and loan association's failure fifteen 
years earlier in which the man had lost 
a considerable sum of money. 

For as long as there has been an 
organized Capitol police force, there 
have been public demonstrations to test 
that body's training and experience. 
Many of us recall the Vietnam-era pro
test marches and rallies that ebbed and 
flowed across this federal clty. More re
cently, farmers traveled with their fam
ilies, and often with their tractors and 
livestock, from the Nation's heartland to 
deliver to their government a message of 
concern and frustration. Almost without 

exception, the CapitQl Police have han
dled these demonstrations with, in the 
words of the police manual, "coolness 
and firmness," mindful of the partici
pant's constitut:onal rights and protec
tion under our laws. 

Earlier demonstrations were not al
ways managed with such professional
ism and restraint. A good example of 
this was the march on Washington in 
the spring of 1894 by General Jacob 
coxey and his "army" of five hundred 
men, women, and children. Coxey, a suc
cessful Ohio farmer and businessman, 
provided an outlet for the frustrations 
of thousands of unemployed Americans 
who were victims of the economic dis
tress that gripped the Nation following 
the Panic of 1893. 

On March 19, 1894, Senator William 
A. Peffer of Kansas introduced two bL!ls 
embodying Coxey's scheme for national 
economic recovery. They provided for an 
elaborate system of public works proj
ects financed by a large new issue of 
paper money. At that point, Coxey an
nounced his plans to assemble a contin
gent of 100,000 persons to march from 
Ohio to Washington as a "living peti
tion" to Congress for his proposals. 

On a biting cold Easter morning, 
Coxey set out with one hundred fol
lowers and a forty-~even-man press es
cort for what was certain to be a well
publicized, if arduous, journey. One ob
server noted that the "army" consisted 
"for the most part of men who inspired 
more sympathy than respect." As Coxey 
moved toward his ultimate destination, 
officials in Washington prepared for the 
worst. Some feared a howling mob of 
tens of thousands who would attempt to 
seize the government's supply of gold, 
silver, and paper currency. Sharpshoot
ers prepared to defend the Treasury 
Building. Fifteen hundred Army troops 
were alerted for duty. At the Capitol, 
two hundred special police were sworn 
in and the guard in and around the 
building was doubled. 

Senator Peffer and other sympathizers 
sought in vain to secure adoption of a 
resolution to establish a special Senate 
committee to receive petitions from 
"bodies of citizens visiting Washington" 
in an effort to curb what he believed was 
the prevailing notion that the Senate 
was an "American House of Lords" out 
of touch with the needs of the people. 

When Coxey arrived in Washington, he 
obtained a parade permit, but was in
formed that it was illegal to parade on 
the Capitol grounds, to walk on the grass, 
and to "display fiags, banners, or de
vices designed or adapted to bring into 
public notice any party, organization or 
movement." 

Reference to this law did not deter 
Coxey. Asserting the constitutional rights 
of free speech and assembly, he gave his 
"troops" orders to prepare to march. 

On May Day 1894, Coxey's Army was 
joined by twenty thousand generally
sympathetic spectators who lined Penn
sylvania A venue in anticipation of the 
protest's climactic moments. They were 
not disappointed. As Coxey approached 
the Capitol, he found the grounds en
circled by a solid phalanx of mounted 
police. He and two companions left the 

main body of marchers and headed to
ward the Senate wing. Mounted pollee 
galloped in pursuit, followed by an agi
tated and curious crowd. Coxey, alone, 
succeeded in reaching the Senate's front 
steps where he was surrounded. His re
quest to speak denied, he threw a written 
statement of protest to nearby reporters, 
and was quickly led away ·by the police. 
The excited crowd of onlookers surged 
forward, causing the police to charge into 
their ranks. Fifty spectators were either 
trampled or beaten. Coxey and the other 
leaders were soon released and he re
turned to his headquarters to issue "Spe
cial Order Number 1." In it, he pro
claimed that: 

Liberty lies wei tering in her own blood in 
the Nation's Capitol City to-night, stabbed 
in the home of friends and supposed guard
ians. Free speech has been suppressed and 
police clubs have taken the place of the 
scales of justice ... Brothers, we have en
tered upon the beginning of the end. 

After the May Day drama, Coxey and 
several key followers were tried for viola
tion of the 1882 Capitol Grounds Act. 
They were found guilty of trampling the 
Capitol's grass and Coxey spent twenty 
days in jail for his trouble. 

Although most members of Congress 
disagreed with Coxey's specific remedies 
for the Nation's economic difficulties, 
many deeply resented the treatment he 
and his followers were accorded. Ohio 
Congressman Tom Johnson expressed 
this attitude in denouncing as disgrace
ful the fact that "the representatives of 
this Nation should have no better recep
tion for a peaceful body of poor, un
employed men, no matter how erroneous 
their economic views, than to meet them 
with the upraised clubs of police." 

Nearly four decades later, another 
"army" made a dramatic march on 
Washington. Conscripted by the Great 
Depression's agents of unemployment, 
starvation and despair, 25,000 World 
War I veterans and their families trav
eled here in the spring of 1932 from all 
parts of the Nation. They came to urge 
Congress to amend a 1924 act that would 
have provided veterans' bonuses in 1945. 
The members of this rag-tag "Bonus Ex
peditionary Force" wanted their bonuses, 
amounting to $500 apiece, immediately. 

From May until late July, the "Bonus 
Marchers" lived in camps along the An
acostia River, in abandoned buildings, in 
garbage dumps, and even in the shadow 
of this building, near the Library of 
Congress. Congress adjourned on July 
16 without responding to the veterans' 
demands. As the summer's heat intensi
fied, so too did concern within the Hoo
ver White House that matters might 
soon get out of hand. Up to that point, 
the marchers had conducted themselves 
with restraint. This prompted Will Rog
ers to observe that they held ''the record 
for being the best behaved of any 
hungry men assembled anywhere in the 
world." 

The available evidence indicates that 
the Capitol and Metropolitan Police 
acted with sympathy towards the vet
erans. The latter arranged to serve hot 
meals to the marchers for a nominal 
cost. Police Superintendent Pelham 
Glassford counseled the White House to 
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let the demonstration run its course. 
President Hoover, however, feared that 
course might prove to be contrary to the 
Nation's best interests. Accordingly, on 
July 28, 1932, he ordered the Metrop~li
tan Police to clear out marcher-occupied 
buildings on the present site of the Na
tional Gallery of Art. In the ensuing en
counter, the police killed four veteran~. 
This led President Hoover to order his 
chief of staff, General Douglas MacAr
thur, to use whatever force was neces
sary to remove the marchers from the 
area. Cavalry troops and tanks arrived 
from Fort Myer. As the mounted soldiers 
charged into the demonstrators, one of 
those trampled was Senator Hiram 
Bingham of Connecticut, himself a vet
eran of the World War. 

Throughout the remainder of that sad 
day, the demonstrators were chased, 
clubbed, gassed, and shot in what Major 
Dwight Eisenhower, who was then serv
ing as MacArthur's aide, observed was a 
reaction to a political manifestation 
rather than to a military threat. BY 
day's end, the marchers' Anacostia camp 
lay a smoldering ruin. The battered vet
erans were given police escorts through 
the neighboring states of Maryland and 
Virginia to insure that they would not re
group and return. 

Although the Capitol Police played no 
direct role in this sad drama, they wit
nessed the tragic consequences of an 
over-reaction to an essentially peaceful 
protest. Senators William Borah, Hiram 
Johnson, and Hugo Black, in particular, 
were outraged by the Army's heavY
handed use of force. They undoubtedly 
agreed with Representative Fiorello La 
Guardia's telegram to the president, that 
"Soup is cheaper than tear gas bombs 
and bread is better than bullets in main
taining law and order in these times of 
Depression, unemployment, and hunger." 

OVer the past twenty-five years, sev
eral demonstrations have taken the form 
of direct assaults on Congress. They have 
necessitated tightening of security and 
further expansion and professionalism 
of the Capitol Police. 

On March 1, 1954, four terrorists be
longing to a Puerto Rican nationalist 
group invaded the House of Represent
atives' gallery and fired approximately 
thirty shots in the direction of the 143 
members then present. Fi~ represent
atives were wounded and, fortunately, 
they all recovered. 

As a result of that outrage, five plain
clothes policemen from the Metropoli
tan force were stationed in the public 
galleries of each chamber and visitors 
since that time have been required to 
check all packages before entering the 
House and Senate galleries. Shortly after 
the attack, the Committee on House Ad
ministration, of which I was then a 
member, met to consider legislation to 
institute stringent recruitment and 
training procedures in the then mostly 
patronage-dominated force. At that time, 
new recruits were issued revolvers with
out having had any formal training al
though the majority were war vete~ns. 
Captain William Broderick told us that 
he considered only 35 to 40 of his 157-
~ember force qualified to continue serv
mg once the proposed reforms were insti-

tuted. He indicated that it took at least 
two years to train a man to be a profes
sional policeman, and by that time, the 
patronage appointee had usually moved 
on to other employment. 

Although security was tightened after 
the 1954 attack, the broader package of 
reform proposals was not immediately 
adopted. The Capitol Police came to rely 
more heavily on the Metropolitan de
partment's professionals for assistance 
as needed. In 1958 Congress added 
twenty men to the force to provide se
curity for the newly-opened office build
ing which was subsequently named for 
Senator Dirksen. By that time the Cap
itol Police force was headed by a chief 
and other high-ranking officers who had 
been permanently-detailed from the 
Metropolitan force. That arrangement 
contlnued until February 1, 1980, at 
which time these key positions were 
brought under the exclusive control of 
Congress. 

One event that I remember particu
larly well occurred in this chamber on 
September 11, 1967. A few minutes after 
the Senate convened, five spectato:::-s 
threw from the galleries a number of 
anti-Vietnam war leaflets. The message 
in the leaflets promised "sustained dis
ruptions of government apparatus" until 
the United States withdrew from Viet
nam. The demonstrators were arrested 
and removed. 

On the following day, I noted that 
such action constituted "a threat to sub
stitute anarchy for law and order." I 
suggested that it was "a contemptible 
effort at coercion, one that strikes at the 
foundations of the orderly processes that 
protect the rights of all Americans, in
cluding the group that made the threat." 
I reminded my colleagues that there was 
at that time no statute on the books that 
specifically prohibited demonstrations 
inside the Capitol. Shortly thereafter, 
Congress passed and the president 
signed an act to make such disorderly 
activities, including forcible entry into 
the Senate and House Chambers and 
surrounding rooms, a felony punishable 
by a fine of up to $5,000 and/or im
prisonment of up to five years. I re
gretted then, as I do today, the necessity 
for such strict measures, but events be
fore and since have made them essential. 

On March 1, 1971, exactly seventeen 
years after the attack in the House 
Chamber, a violent explosion ripped 
through a ground floor rest room in the 
oldest portion of the Senate wing, not 
.far from the site of the 1898 gas explo
sion. The device had a force equivalent 
to twenty pounds of dynamite. Fortu
nately no one was injured. The damage 
amounting to $200,000, consisted of 
cracked walls, broken windows, weak
ened floors, and injuries to artwork. A 
group known as the Weather Under
ground immediately claimed credit as a 
symbolic protest against United States 
policies in Southeast Asia. To date, no 
one has been brought to justice for that 
craven act. 

Before the bombing, police did not 
routinely check staff and visitors to the 
Capitol for weapons or other potentially 
dangerous devices. In its wake, a number 
of steps were taken to improve the build-

ing's security. As we are all aware, every
one who enters the Capitol and the office 
buildings, with the exception of mem
bers, must allow the police to examine 
handbags, briefcases, and packages. All 
employees have been issued photo-iden
tification cards. A closed-circuit televi
sion system was installed. With more 
than one hundred cameras, it permits 
around-the-clock monitoring of all areas 
of the building, including the most ob
scure back halls. The tunnels from the 
Capitol power plant have been wired with 
an alarm system. A hazardous device 
unit was established within the Capitol 
Police force to respond to bomb threats 
and to search the grounds as necessary. 
Electronic metal detectors have been in
stalled at all gallery entrances. I un
derstand that they have produced at 
least nine guns and twenty-seven knives 
in recent years. Finally, the size of 
the police force was expanded from 
622 in 1971 to a total current author
ization of 1,167 for three shifts. Of 
that number, less than one percent are 
patronage employees. The first two fe
male officers on the Capitol Police force 
were hired on September 16, 1974. After 
first becoming plainclothes police, Nancy 
B. Yount was promoted to detective in 
1978, and Patricia K. Rinaldi in 1979. 

Since 1965, the professionalization of 
the Capitol Police has been presided over 
by Chief James M. Powell. At the time of 
his appointment, Chief Powell was a 
captain in the Metropolitan Police De
partment and chief of security on the 
Senate side of the Capitol. Chief Powell 
has had a dramatic career in police work. 
During World War II, as a detective, 
he broke up a gas ration stamp racket. In 
1949, he helped to capture two gunmen 
who held up the Baltimore and Ohio 
Express Train. A year later, then Cap
tain Powell was the first plainclothesman 
on the scene after two Puerto Rican na
tionalists attempted the assassination of 
President Truman. Captain Powell and 
his assistant apprehended one of the as
sailants. During the 1960's and 1970's, 
Chief Powell commanded the United 
States Capitol Police during a period of 
great national unrest, which included 
the Poor People's campaign and march 
on Capitol Hill, and the May Day dem
onstrations of 1971. We are all very ap
preciative of the firm but restrained con
trol of these demonstrations which the 
Capitol Police maintained, providing 
maximum security and protection for 
Members of Congress and the Capitol 
building and grounds . 

Today, all members of the force must 
undergo rigorous training. both in 
marksmanship and in the latest law en
forcement methods. That training in
cludes a special sixteen week program. 
Of that time, eight weeks are spent at 
the Federal Law Enforcement Training 
Center in Glynco, Georgia, with periodic 
refresher courses. Capitol Police officers 
must qualify annually on the firing 
range, a part of the local training area 
often affectionately referred to as "Ray
burn U", located in the basement of the 
Rayburn House Office Building. 

Mr. President, if John Golding, the 
first Capitol guard, were able to return 
here today, he would undoubtedly be en-
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vious of his successors. No longer merely 
guards, today's Capitol Police are 
equipped with the latest in uniforms, 
weapons, and technical proficiency. 
With equal dexterity they can be counted 
upon to control demonstrations and 
guide bewildered visitors with sensitivity 
and effectiveness. I think it is particu
larly appropriate that the Capitol Police 
manual gives equal emphasis to both 
functions. When one considers that some 
seven to ten million people visit the 
Capitol building each year, one appre
ciates their tasks all the more. 

I think that all members of the Sen
ate, and the Senate staff have found the 
Capitol Police to be good friends. They 
are the first to greet us when we arrive 
each morning, and as we leave at night. 
Senate work often spills into the late eve
ning and early morning hours, and it is 
particularly reassur~ng to see the Capitol 
Police on those dark nights. The Capitol 
Police can be counted upon to find a 
parking space for a hurried staff member 
at mid-day; to produce a coathanger to 
open a car door, when the owner has 
locked his keys inside; to point out a tire 
going bald and in need of replacement; 
or to discuss the results of last Sunday's 
Redskin game. They are a dedicated and 
valiant group of men and women and we 
are fortunate to have their service. 

1 thank the Presiding Officer and the 
officers of the Senate, the pages and all 
for their patience. I yield the fioor. 

RECESS UNTIL 9:15A.M. THURSDAY, 
FEBRUARY 5, 1981 

The PRESIDING OFFICER. Under the 
previous order, the Senate will stand in 
recess until 9:15 a.m. Thursday, Febru
ary 5. 

Whereupon, the Senate, in executive 
session, recessed at 6:58 p.m. until 
Thursday, February 5, 1981, at 9: 15 a.m. 

NOMINATIONS 
Executive nominations received by the 

Secretary of the Senate January 30, 
1981, under authority of the order of 
the Senate of January 22, 1981: 

CoUNcn. OF ECONOMIC .ADVISERS 

Murray L. Weidenbaum, of Missouri, to 
be a Member of the Councll of Economic 
Advisers, vice Charles L. Schultze. 

DEPARTMENT OF HOUSING AND URBAN 
DEVELOPMENT 

Donald I. Hovde, of WisC'Cmsin, to ·be 
Under Secretary of Housing and Urban 
Development, vice Victor Marrero. 

DEPART'MENT OF JUSTICE 

Edward C. Schmults, of Connecticut, to be 
Deputy Attorney General, vice Charles B. 
Renfrew. 

OFFICE OF MANAGEMENT AND BUDGET 

Edwin L. Harper, of Missouri, to 'be 
Deputy Director of the Office of Management 
and Budget, vice John Patrick White. 

Executive nominations received by the 
Secretary of the Senate February 2, 1981, 
under authority of the order of the 
Senate of January 22, 1981: 

DEPARTMENT OF THE INTERIOR 

Donald P. Hodel, of Oregon, to be Under 
Secretary of the Interior, vice James Alfred 
Joseph, resigned. 

DEPARTMENT OF THE TREASURY 

R. T. McNamar, of California, to be 
Deputy Secretary of the Treasury, vice 
Robert Carswell. 

W. Dennis Thomas, of Maryland, to be a 
Deputy Under Secretary of the Treasury, 
vice Gene E. Godley, resigned. 

Executive nominations received by the 
Secretary of the Senate February 3, 1981, 
under authority of the order of the Sen
ate of January 22, 1981: 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

M. Peter McPherson, of Maryland, to be 
Administrator of the Agency for Interna
tional Development, vice Douglas J. Bennet, 
Jr., resigned. 

CENTRAL INTELLIGENCE 

Vice Admiral B. R. Inman, U.S. Navy, to be 
Deputy Director of Central Intelllgence, and 
to have the rank of admiral while so serving. 

DEPARTMENT OF AGRICULTURE 

Richard E. Lyng, of Virginia, to be Deputy 
Secretary of Agriculture, vice James H. Wll
llams. 

DEPARTMENT OF STATE 

James L. Buckley, of Connecticut, to be 
Under Secretary of State for Coordinating 
Security Assistance Programs, vice Matthew 
Nimetz, resigned. 

RichardT. Kennedy, of the District of Co
lumbia, to be Under Secretary of State for 
Management, vice Benjamin H. Read, re
signed. 

Walter J. Stoessel, Jr., of California, to be 
Under Secretary of State for Political Affairs, 
vice David D. Newsom. 

Richard Fairbanks, of the District of Co
lumbia, to be an Assistant Secretary of State, 
vice J. Brian Atwood, resigned. 

Robert Carl McFarlane, of Maryland, to be 
Counselor of the Department of State, vice 
Rozanne L. Ridgway. 

DEPARTMENT OF STATE 

The following-named person for appoint
ment as a Foreign Service officer of class 1, 
a consular officer, and a secretary in the Dip
lomatic Service of the United States of 
America: 

0. Rudolph Aggrey, of the District of 
Columbia. 

For appointment as a Foreign Service offi
cer of class 2, a consular officer, and a secre
tary in the diplomatic service of the United 
States of America: 

John H. Trattner, of Maryland. 
For promotion from a Foreign Service offi

cer of class 3 to class 2 : 
Dwight N. Mason, of New Jersey. 
For promotion from a Foreign Service offi

cer of class 4 to class 3 : 
Ray L. Caldwell, of Florida. 
For promotion from a Foreign Service offi

cer of class 5 to class 4 : 
Margot Ellen Relner, of New Jersey. 
For appointment as Foreign Service officers 

of class 4, consular officers, and secretaries in 
the Diplomatic Service of the United States 
of America: 

Oliver Pastrana Garza, of Texas. 
G. Jonathan Greenwald, of Virginia. 
For appolntment as Foreign Service infor

mation officers of class 4, consular officers, 
and secretaries in the Diplomatic Service of 
the United States of America: 

Wllliam Bach, of Illlnois. 
Kyra V. Eberle, of New York. 
For promotion from Foreign Service officers 

of class 6 to class 5 : 
Donald Keith Band'er, of Pennsylvania. 
Francis Edward Matthews, of Pennsylvania. 
For appointment as a Foreign Service officer 

of class 5, a consular officer, and a secretary 
in the Diplomatic Service of the United States 
of America: 

Kenneth R. Audroue, of California. 
For appointment as Foreign Service infor-

mation officers of class 5, consular officers, 
and secretar.es in the Diplomatic ~ervice of 
tne Unitea bta.tes of America.: 

Barbara A. Haith Scarlett, of California. 
Gilbert K. Sherman, of lVJ.aryland. 
For appointment as :r·oreign l:)ervice officers 

of class 6, cvnsular officers, and secretaries in 
the Diplomatic bervice of the United States 
of America: 

Rooert L. Fretz, of Florida. 
Sa~ly L. Harman, of Virginia. 
Constance Elaine Huggins, of Ohio. 
Stephen W. Kennedy, of California. 
Lisa Ruth Layne, of .New Jersey. 
W1111am T. Monroe, of Connecticut. 
Ronaid W. Mortensen, of Wyoming. 
Roger Dwayne Pierce, of the District of 

Columbia. 
David Francis Rogus, of New York. 
Edward J. Wehrli, of Texas. 
Fer appointment as Foreign Service infor

mation officers of class 7, consular officers, 
and secretaries in the Diplomatic Service of 
the United States of America.: 

Karen Aguilar, of Virginia. 
Ruby Apsler, of Washing.ton. 
Rayna. Aylward, of illinois. 
Philippe I. duChateau, of Virginia. 
Ellen M. Fish, of Massachusetts. 
Stephen Eric Gangstead, of Iowa. 
Janet E. Garvey, of the District of Colum-

bia. 
Merianne Glickman, of IlUnois. 
Theodore H. Jabbs, of North Carolina. 
Haynes Richardson Mahoney III, of Massa-

chu.:.etts. 
James A. Morgan ill, of Florida. 
John Allen Quintus, of Vlrgirua. 
Mark A. Taplin, of Virginia. 
Paula Jane Tarnapol, of Connecticut. 
Ma•.1reen S. Taylor, of Rhode Island. 
For appointment as Foreign Service infor

mation officers of class 8, consular officers, 
and secretaries in the DLplomatic Service of 
the United States of America: 

Jan Hartman-Sevllla, of Florida. 
Harriet C. McGuire, of Ohio. 
Paul Overby, of Missouri. 
Foreign Service Reserve officers to be con

sular officers and secretaries in the Diplo
matic Service of the United States of 
America: 

Alan B. Ammerman, of Florida. 
Kay L. Anske, of Texas. 
Richard Hanson Appleton, of California. 
Marshall F. Atkins, of Tennessee. 
Heidi August, of California. 
Susan I. Aulds, of Texas. 
Algis Avizienis, of illinois. 
D€siree A. Baker, of Dlinois. 
Jeffrey Jay Baron, of the District of Co-

lumbia. 
James Warren Bean, of Colorado. 
Milton A. Bearden, of Texas. 
Bartholomew B. Bechtel, Jr., of Virginia. 
James Howard Benson, of Virginla. 
Gale Ellen Berghoefer, of Virginia. 
John L. Berntsen, of Wisconsin. 
Carlos Bi""les. Jr., of Puerto Rico. 
Stephen J. Blake, of llllnois. 
Robert Walter Boehme, of New Jersey. 
Betty I . Boothe, of Texas. 
Pamela E. Bridgewater, of Maryland. 
Steven Alan Browning. of Texas. 
Frances E. Butler, of Florida. 
Martha Larzelere Campbell, of New Hamp-

shire. 
Xavier Castellanos. of California. 
Mary Paul Smith Cherney. of Texas. 
Richard Jon Chide.c:;ter. of Texas. 
Karen R. Clark, of California. 
Lawrence Ellis Cohen, of Pennsylvania. 
Margaret E. Colvin, of the District of 

Coh•mbta. 
Robert S. Connan, of the District of 

Columbia. 
ChristO""' her D. Costanzo. of Virginia. 
Elizabeth Link CUmminl!'s. of Virginia. 
Terrence J. Daru. of Florida. 
W1lliam Craig Davidson, of Colorado. 
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Wlllla.m Fairbairn Davnie lli, of North 
Dakota.. 

Christopher Wllllam Dell, of New Jersey. 
Ma.ro L. Desjardins, of New York. 
Richard Gaines de Villafranca, of illinois. 
Philo L. Dibble, of the District of Co-

lumbia.. 
Paul Martin Doherty, of Massachusetts. 
Bruce Edward Donnelly, of DUnois. 
Mary Ann Dubs, of Maryland. 
Anthony A. Dudley, of North Carolina.. 
Carmen Martinez Ellis, of Florida.. 
Janice L. Elmore, of Virginia.. 
James F. Entwistle, of Virginia.. 
Michael R. Evans, of Utah. 
Teresa Matthews Evans, of Vir~inia.. 
Ga.rdel Ma.oArthur Feur.ta.do, of Virginia.. 
Sharon K. Flack, of Texas. 
Wlllla.m D. Fleming, of Pennsylvania.. 
W.lllia.m Payne Franc13co ITI, of Texas. 
'Roger Man Frazier, of Virginia. 
Jack P. Gwtewood, of Texas. 
John M. Gieseke, of CaUfornla.. 
Doreen Tam Glanville, of Massacllusetts. 
George Al·len Glass, of New Jersey. 
Ellen Goff, of Washington. 
Ted K. Gong, of California.. 
David Laurence Gossack, of Washdngton. 
Diane Granzow, of Ohio. 
Todd Richard Greentree, of CaJ.lfornia.. 
Robert L. Grenier, of Virginia. 
Eva Jane Groening, of New Jersey. 
Elgll V. 'Hansen, of New Jersey. 
Mary-Margaret HaJ.'Iris, of Virglnda. 
Joe H. Harton, of Virginia.. 
Theresa Ann Hebron, of Mlssourd. 
CMol C. ·Reineck, of Alabama. 
Rlc'hard !Arthur Herold, of llllnois. 
Steven Don Hill, of Cwllfornia. 
Heather M. Hodges, of Ohio. 
Robert Michael Holley, of Florida. 
Lyman L. Hubbard, Jr., of California. 
Ola.rence Alexander Hudson, Jr., of lndia.na. 
Ravlc Rolf Huso, of Vh:'glinia.. 
Maria M. Ifill, of California.. 
Dennis W. Imwold, of Maryland. 
Paul W. Isa.a.cson, of Maryland. 
Peter Kincwid Jensen, of New Hampshire. 
Frances Thornton Jones, of North Carolina. 
James C. Ka.ddaras, Jr., of Massachusetts. 
Ann Mldol'li Ka.mbara, of California. 
James R. Keith, of Virginia. 
Wllliam M. Kendall-Johnston, of Cali-

fornia. 
Kristie Anne Kenney, of Virginia. 
Michael Da.v.id Kirby, of Massachusetts. 
Peter J. Kirsch, of Maryland. 
Richard E. Kitchen, of Virginia. 
Anne M. Koenig, of California. 
Howard M. Krawitz, of Michigan. 
Kay R. Kuhlman, of Virginia.. 
Charles F. Lamm, of Florida.. 
Kathleen Carr Lang, of Virginia. 
Wade P. Leahy, of Arizona.. 
Edward Alex Lee, of the District of Colum

bia.. 
Frank M. Lemay, of the District of Colum-

bia. 
Robert L. Lua.ces, of New York. 
Paula. Reed Lynch, of Indiana.. 
Margaret E. Lyons, of Maryland. 
Paul T. Maddocks, of New York. 
George Stephen Ma.lleck, of Connecticut. 

Steven Scully Maloney, of Maryland. 
Matthias Ma.nz, of New Mexico. 
Linda. Anne :Marcus, of New York. 
Robert Nielsen Marquardt, of California.. 
Awllda. R. Marquez, of the District of Co-

lumbia. 
Marcia. M. Marsh, of Texas. 
Valentino E. Martinez, of New Jersey. 
Glenn Lmcoln McCurdy, Jr., of Virginia.. 
Joseph Sherwood McGinnis, Jr., of Penn-

sylvania.. 
Craig W. McKee, of Iowa.. 
Robert W. Merrigan, of Oregon. 
Donnie Paul Minyard, of Oklahoma.. 
Lawrence Mire, of California.. 
Ernesto L6pez Molina, Jr., of Arizona.. 
Ann Clark Montgomery, of New Jersey. 
Katherine R. Montgomery, of Pennsylvania.. 
Hector Emlllo Morales Col6n, of Puerto 

Rico. 
Kathleen Murphy, of California.. 
Patricia. A. Murphy, of New York. 
Joseph Adamo Mussomeli, of New Jersey. 
Nancy Jeanne Neubert, of Vermont. 
Douglas Bruce Neumann, of California. 
W. Ross Newland, of Virginia. 
Bradley D. Nichols, of Virginia. 
Janet Mildred Nixon, of the District of 

Columbia.. 
Richard B. Norland, of Iowa. 
Harry John O'Hara, of Texas. 
Dennis J. Ortblad, of Washington. 
Thomas Stephan Pabst, of California.. 
Mary Johnson Parr, of Florida.. 
Patricia. Blanche Payne, of Illinois. 
Isaac P. Pearson, of Pennsylvania. 
Walter Neill Sherrod Pfia.umer, of Penn-

sylvania.. 
Eric L. Qua.lkenbush, of Virginia.. 
Carlos Kenneth Quinones, of Connecticut. 
Jacqueline Ratner, of New York. 
Frank Rey, Jr., of Florida. 
Lloyd Macauley Richardson, of New Hamp-

shire. 
Charles E. Robertson ill, of Virginia. 
Carol Ann Rodley, of Maine. 
Catberlne Anne Rolla, of Texas. 
Marlo Ruggla, of Texas. 
Douglas Poe Ryan, of New York. 
Susan Elizabeth Salem, of Florida. 
Jamar! Salleh, o! New York. 
Robert M. Sargent, of Maine. 
David Michael Satterfield, of Maryland. 
Fabio Marino Sa.turni, of the District of 

Columbia. 
Lynn Roger Schiveley, of California. 
Kyle R. Scott, of Arizona. 
Robert Hayes Seibold, of Pennsylvania. 
Michael D. Sellers, of Pennsylvania. 
Richard Morey Sherman, of Virginia. 
Marc J. Sievers, of New York. 
Theodore John Slusarczyk, Jr., of Texas. 
Robert H. Small, of New Hampshire. 
Renny Travers Smith, of New Jersey. 
Thomas James Snead, of New York. 
George G. Snider, Jr., of Virginia. 
Patty Lynne Specht, of California. 
John V. G. Spilsbury, of the District of 

Columbia.. 
Ann L. Stanford, of Washington. 
Andrew W. Steinfeld, of the District of 

Columbia. 
Antonia E. Stolper, of Connecticut. 

Judith Anne Strotz, Of Virginia. 
Vandoster L. Tabb, of Florida.. 
Robert Osgood Tatge, of New York. 
Holcombe Harper Thomas, Jr., of South 

CaroUna. 
Cameron S. Thompson, of Ma.ssa.chu.s&tts. 
Nadia Ton.gour, of Oallfornla. 
Craig Stuart Tymeson, of Florida.. 
Frank C. Urbancic, Jr., of Indiana.. 
Paul Biggs van Son, of Florida. 
Sharon English Woods Vlllarosa, of 

Florida.. 
Joa.n. Swift Wadelton, of New Jersey. 
Lawrence Arthur Walker, of Illinois. 
Robert Merwin Wa.tts, Jr., of Connecticut. 
Eric R. Weaver, of MarylMld. 
David Ala.n Weiss, of the District of 

Columbia. 
Elizabeth Wilcox, of New York. 
Alec Wilczynski, of California.. 
Gary B. Wilkinson, of Virginia. 
Robert Eric Williams, of Illinois. 
Barney P. Yun, of New York. 
James Peter Zumwalt, of California.. 
Foreign Service Reserve officers to be con-

sular officers of the United States of 
America: 

Robert L. Gra.nl.nger, of Arizona. 
Carroll G. Hoilman, of Virginia. 
Rudy G. Jackson, of California. 
Ro,bert C. Montoya, of Maryland. 
Foreign Service Reserve officers to be sec

retaries in the Diplomatic Service of the 
United States of America: 

John c. Fry, of Maryland. 
Frank M. Fulgham, of Maryland. 
Richard W. Getzinger, of Maryland. 
Marion L. Kellogg, or Ha.wa.ll. 
Joseph La.Palomba.ra, of Connecticut. 
James L. Malcomson, of Arizona. 
Gerald H. Zarr, of the Distriot of Columbia. 
Foreign Service staff officers to be consular 

officers of the United States of America: 
Carolyn I. Carr, of Texas. 
Robert Edward Jacobson, Jr., of California. 
Ruth S. Taylor, of West Virginia. 
Mary F. Witt, of California. 
Charles B. Woodward, Jr., of Virginia. 
For appointment as Foreign Service in

formation officers of class 7, consular officers, 
and secretaries in the Diplomatic Service of 
the United States of America, effective 
Se:;>tember 26, 1980: 

Michael T. Scanlin, of Maine. 
Daniel Alan Spikes, of Florida. 

CONFIRMATIONS 

Executive nominations confirmed by 
the Senate February 3, 1981: 

DEPARTMENT OF LABOR 

Raymond J. Donovan, of New Jersey, to 
be Secretary of Labor. 

The above nomination was approved sub
ject to the nominee's commitment to re
spond to requests to appear and testify be
fore any duly constituted committee of the 
Senate. 

DEPARTMENT OF DEFENSE 

Frank C. Carlucci, of Virginia, to be 
Deputy Secretary of Defense. 
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