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The Senate met at 11 a.m., on the ex
piration of the recess, and was called to 
order by the President pro tempore <Mr. 
THURMOND) 

PRAYER 

The Chaplain, the Reverend Richard 
c. Halverson, LL.D., offered the following 
prayer: 

Gracious God, we pray today for wis
dom and humility as the Senate exer
cises its great power. As pressure from in
terest groups builds, protect the Sena
tors, their families, and staffs against the 
forces which would exploit. Strengthen 
their courage and integrity when seduc
tive influences probe for vulnerability 
and weakness. 

Almighty God, arm the leadership of 
this Nation with resolve to follow 
through on the commitments made in 
political campaigns. Encourage them 
when futility and frustration taunt their 
efforts. Let Thy manifold blessings crown 
their faithfulness as they seek to know 
and do God's will. 

We ask this in the name of Him whose 
name is above every name and whose 
kingdom is without end. Amen. 

RECOGNITION OF THE MAJORITY 
LEADER 

The PRESIDENT pro tempore. Under 
the previous order, the majority leader 
is recognized. 

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 PRESIDENT pro tempore. With
out objection, it is so ordered. 

ORDER FOR ROUTINE MORNING 
BUSINESS 

Mr. BAKER. Mr. President. I ask 
unanimous consent that follo\Ying the 
time allocated to the two leaders under 
the standing order and tl-te 1'necial orders 
heretofore entered on behalf of Mr. Do
MENicr and Mr. BAucus, there be a period 
for the transacEon of routine morning 
business, not to exce€d 30 minutes, in 
\\'hich Senators may be permitted to 
speak for not more than 5 minutes each. 

The PRESIDENT pro temi:ore. With
out objection, it is so ordered. 

ORDER FOR RECESS UNTIL 11 A.M. 
TOMORROW AND FOR RECEES 
FROM TOMORROW UNTIL 11 A.M. 

· ON TUESDAY. MARCH 10, 1981 

Mr. BAKER. Mr. President. I ask 
unanimous consent that when the Sen-

ate completes its business today, it stand 
in recess until 11 a.m. on Friday, March 
6; and that when the Senate convenes 
on that day, it immediately stand in re
cess until 11 a.m. on Tuesday, March 10, 
1981. 

The PRESIDENT pro tempore. With
out objection, it is so ordered. 

ORDER FOR CERTAIN ACTION TO 
BE TAKEN ON FRIDAY, MARCH 6, 
1981 

Mr. BAKER. Mr. President, I ask 
unanimous consent that on Friday, 
March 6, 1981, between 9 a.m. and 3 p .m., 
Senators be ~ermitted to introduce bills , 
resolutions, and statements, and that 
committees be authorized to file reports. 

The PRESIDENT pro tempore. With
out objection, it is so ordered. 

AUTHORITY FOR CERTATN ACTION 
BY OFFICERS OF THE SENATE 
CURING RECESS 
Mr. BAKER. Mr. Fresident, I ask 

unanimous consent that during the re
cess of the Senate over until Friday, 
March 6, and Tuesday, March 10, 1981, 
messages from the President of the 
United States and the House of Repre
sentatives may be received by the Secre
tary of the Senate and appropriately re
ferred; that the Vice President, the Pres
ident pro tempore, and the Acting Presi
dent pro tem~ore be permitted to sign 
duly enrolled bills and joint resolutions. 

The PRESIDENT pro tempore. With
out objection, it is so ordered. 

ORDER OF PROCEDURE 
Mr. BAKER. Mr. President, I have no 

further need for my time under the 
standing order, and I am prepared to 
yield it back; or, I am prepared to yield 
it to the dist:nguished minority leader 
or any other Senator. I will yield my re
maining time to the distinguished mi
nority leader, if he wishes. 

Mr. ROBERT C. BYRD. I would ap
preciate it if the majority leader would 
do so. I do not know of any need for the 
t ;me, but I would like to have it; and if 
the majority leader des' res to have it 
yielded back. I w!ll be glad to do that. 

Mr. BAKER. Mr. President, I yield my 
remaining time under the standing order 
to the rontro1. of the minority leader. 

Mr. ROBERT C. BYRD. I thank the 
Senator. 

RECOGNITION OF THE MINORITY 
LEADER 

The PRESIDENT pro tempore. The 
Senator from West Virginia. 

Mr. ROBERT C. BYRD. Mr. President, 
I yield such time as he may desire to the 
distinguished Senator from Wisconsin 
(Mr. PROXMIRE). 

Mr. PROXMIRE. I thank the distin
guished minority leader. 

HISTORIAN OF THE HOLOCAUST 
Mr. PROXMIRE. Mr. President, in a 

recent New York Times Book Review, 
Lucy Dawidowicz tells of the historian 
Philip Friedman, the first to organize 
the collecting of records about Jewish 
life and death under the German war
time occupation. 

'·The holocaust often defeated histori
cal imagination," she writes, for its 
nature and scope seem beyond human 
comprehension. Yet Friedman, a Jew and 
a survivor, had the restraint nezessary 
to distance himself far enough to write 
an objective history. In his book "Roads 
to Extinction," Friedman explores the 
dual aspects of holocaust history: The 
German oo~icies of extermination. and 
the Jewish response to them. While he 
was only a few years removed from the 
traumatic events he wrote of, his essays 
are a triumph of discipline and detail. As 
Dawidowicz points out: 

Friedman st imulated survivors to write 
memoirs and urged them to gather letters, 
photographs, relics and any remains that 
would serve future historians. 

Friedman's commitment to a pres
ervation and clear analysis of the facts of 
the holocaust reflects a desire to make it 
comprehensible. Thus, if we can trace the 
events and the motives behind the hor
ror, and know, almost intimately, the 
mortal consequences, we can be better 
prepared to never allow such a crime to 
recur. 

A first step, hardly unusual or daring, 
is to define genocide clearly as an inter
national crime. The Genocide Conven
tion does just that. All nations who rati
fied the treaty have made their opposi
tion to the crime quite clear; 85 countries 
have ratified the treaty so far. Our in
action for these past 22 years is both 
puzzling to the world community and 
damaging to our moral credibility. 

Both the American · Bar Association 
and the American Civil Liberties Union 
have affirmed the constitutionality of the 
convention. The treaty would not in
fringe upon U.S. sovereignty. 

Most importantly, the genocide treaty 
would obligate the contracting nations 
to enact legislation providing penalties 
for the crime of genocide, whether com
mitted during peace or war. It would be a 
slow process, not foolproof , but a begin
ning declaration of man's intolerance of 
this travesty. 

Philip Friedman's work forces us to re
member the horror. and to see it clearly. 
Ratification of the Genoctde Convention 
would be a worthy result of such re
flection. 

• This "bullet" symbol identifies statements or insertions which are not spoken by the Member on the floor. 
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RECOGNITION OF SENATOR 

DOMENICI 
The PRESIDENT pro tempore. Un

der the previous order, the Senator 
from New Mexico <Mr. DoMENICI) is 
recognized for not to exceed 15 minutes. 

S. 621-WATER RESOURCES 
REFORM 

Mr. DOMENICI. Mr. President, 2 
years ago, the senior Senator from New 
York <Mr. MoYNIHAN) and I introduced 
S. 1241, legislation that would have re
structured the national approach to 
water resources development and the 
policy behind that rather fractured 
program. 

The Committee on Environment and 
Public Works last year reported out of 
committee a scaled-down version of that 
legislation as title II of S. 1641. That 
bill, however, never came to debate on 
the Senate floor. 

Today, we are reintroducing a bill 
which is essentially the same as S. 1241. 
The need for action on our bill is even 
more acute now than it was 2 years 
ago. Many areas of the Nation confront 
the danger of serious droughts this sum
mer. It has been 5 years since Congress 
acted on omnibus water resources legis
lation. There have been practically no 
new starts of water projects in that time. 
The scope of the program continues to 
shrink; spending on construction proj
ects of the Corps of Engineers is half of 
what it was a decade and a half ago in 
real dollars. Behind it all looms a back
log of $30 billion in unbuilt projects. 

My colleagues know well the frustra
tions t:mey face when confronted with a 
water resources need in their State. It 
takes a generation-26 years-to move a 
typical corps project from the point 
when the study is authorized to the time 
construction begins. and then construc
tion may take another decade. 

Just this week, a top corps official 
testified before our Public Works Com
mittee and told us that the project to 
deepen Norfolk Harbor to accommodate 
deep-draft coal vessels would not be 
completed until 1989, under existing 
processes. 

I repeat: There is a great deal of en
thusiasm to get on with modifying our 
port systems so we can accommodate 
deep draft ships, to ship coal to countries 
of the world that want to contract wit-th 
America. And I repeat: The general in 
charge of civil works for the Corps of 
Engineers told us that under present 
procedures, if all systems were go, it 
would take untH 1989 for all of the work 
to be completed at the most appropriate 
port for renovation, Norfolk. And that is 
for a project on which the studies are 
nearly complete and for which there is 
general support. General Heiberg's ca
veat was that the corps would make it 
by 1989, so long as everything-every
thing-fell in place: Not a day of author
ization or funding delays, no problem 
with getting the necessary dredging 
equipment or contracts, no problem with 
spoils disposal, and so on. 

I think everyone in this body would 
say that is outrageous. I am not blam_ng 
General Heiberg. I am not blaming the 
corps. It is the process we are addressing 
today in our new bill, our approach to 
reform in water policy for this country. 

But it is also a litany that sweeps 
our land. Who in the Senate can say 
that his or her water problems were met 
in a timely manner? Who can say that 
the work of the corps or the Water and 
Power Resources Service is going well? 

But look at the mammoth problems 
our current system must resolve. In my 
area of the Nation, we have a giant un
derground aquifer known as the Ogal
lala. It stretches across six States, serv
ing as the water supply for 180 counties, 
and helping to slake the thirst of 40 per
cent of our Nation's beef cattle. To meet 
this need, it is being depleted by 14 mil
lion acre-feet of water yearly. And we are 
just now studying the issue. Can we ex
pect our present, ad hoc system to meet 
the needs of the Ogallala area? I hope 
so. But the track record is not encour
aging. 

Such problems are becoming even 
more critical as time continues to bur
den the current system. This Nation 
must resolve these problems if we are to 
have an effective water resources pro
gram to meet the challenges of the final 
fifth of this century. We must resolve 
these difficulties and rebuild public con
fidence in the Federal Government and 
in its water resources program. The 
challenges are numerous. 

Senator MoYNIHAN and I are today in
troducing legislation which we believe 
will overcome many of these problems. 
Briefly, the bill accomplishes four goals. 

First. It sets up a method for auto
matically studying water needs identi
fied by the States and then to authorize 
projects that the State and Federal 
agencies develop; 

Second. It establishes a system of 
grants to the States for their use in pri
ority projects to be built by Federal 
agencies, using Federal designs, with 75 
percent Federal money, 25 percent non
Federal; 

Third. It creates a system to deau
thorize old, unneeded projects; and 

Finally, it sets up a special national 
category of regional, interstate proiects 
that will be built by the traditional 
methods, at Federal costs, with total 
congressional oversight and determina
tion. This is likely to be focused on ma
jor navigational projects, as well as ma
jor water supply. projects. 

This bill establishes a system of block 
allocations among the States, giving 
them the opportunity to select which 
projects, on a priority basis, should go 
forward within their States. Those proj
ects not selected are eventually deau
thorized. The result: A focus once and 
for all on the priority projects seriously 
needed by our Nation. 

The bill also establishes a system for 
automatically authorizing new projects 
that have been studied by the Corps of 
Engineers and other Federal water re
sources agencies. This eliminates the 

protracted congressional reviews now 
deiaying consiueration. 

:J.\IH. rresHlent, under the current sys
tem, the congressional review process 
causes many serious delays in the plan
ning and construction o£ a water proj
ect. For the average proJect, there is a 
total lagt.ime of nearly a decade while 
studles wait to be funded, projects wait 
to be authorized, and construction awaits 
appropriations. This bill also seeks to 
reconcile the 160 or so different cost
sharing arrangements in the water re
sources program of this country, placing 
all oi those that are not national in 
nature on a basis of a 25-percent local 
cost sharing. 

How we develop a rational program 
which commands the confidence of the 
public, a program that meets the needs 
of this country and the growing water 
shortages, may be the major resource 
is.me of the 1980's. It is not an exaggera
tion to say that we may face a disaster 
unless we take the initiative in seeking 
new and innovative approaches that 
make certain we are building priority 
projects across this land. 

As chairman of the Budget Commit
tee, I am well aware that we lack un
limited resources for water development 
projects, or any other necessary program. 
We are, therefore, limiting the author
ization in the bill for construction in 
fiscal year 1983 to $2.5 billion, approxi
mately the present level of construction 
funding for water development projec\;s. 
While I am convinced that the funding 
level for water projects must increase 
during this decade, we must also recog
nize that spending will be limited early 
in that period. But the process we are 
proposing will lead to better, more effec
tive projects, and I am certain we will be 
able to make a case-a strong case-for 
higher funding levels. 

I believe that the approach in this bill 
is more likely than any other to a~sure 
that projects will be of consi_stently. high 
quality and to assure that the money is 
spent wisely. 

I hope that my colleagues will take the 
opportunity to examine this bill with 
care, to see if it meritc:; their suuvort 
and even cosponsorship. I know that our 
Subcommittee on Water Resources, un
der the leadership of Chairman ABDNOR, 
w;ll delve seriously and carefully into the 
entire issue of water resources · in the 
coming months. I urge that the subcom
mittee give this approach, or variations 
upon it, its most careful review. 

I should add that Senator MOYNIHAN 
and I know now, as we stated 2 years ago, 
that our approach may not repres-ent a 
comnlete and final answer to the water 
res1urces problems of our country. It may 
merit perfecting. It may merit changes 
in the way we identifv regional pro,iects 
outside the scone of the State selection 
process. But I continue to believe that it 
represents a sound starting point for dis
cussion. It is evident to me there will be 
little likelihood we will see another omni
bus water resources bill until we confront 
the difficult and serious needs to reform 
the policies under which this program 
goes forward. 
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I believe that this approach to water 

resources development--moving the deci
sions out of Washington and back to the 
States-fits perfectly mto President Rea
gan's philosophy. The water resources 
program represents a prime candidate 
for the kind of program that can be man
aged more effectively at the State level. 
Any program where it takes 26 years, on 
average, to get a project under construc
tion, where a $30 billion backlog exists, 
and where a decline in real spending has 
occurred, is clearly a program in trouble. 

I firmly believe that the only way we 
are going to have adequate water re
sources development is to change that 
program. And change must encourage 
priority work, it must make sure that the 
local people who benefit offer a reason
able commitment of their own to that 
work, and it must make sure that a proj
ect can be moved on to early completion. 
This bill seeks to enact such a program. 
It will not turn the Water Resources 
Counc:i.l, or a successor, into a new water 
czar, but designates the Council to serve 
as a rccordkeeper for the decisions and 
priorities made by the States. 

Mr. President, I ask unanimous con
sent to have printed in the RECORD an 
outline of the Domenici-Moynihan Na
tional Water Resources Policy and De
velopment Act of 1981, an analysis of the 
role of the WRC in this process, and 
the text of the bill. 

There being no objection, the material 
was ordered to be printed in the RECORD, 
as follows: 
OUTLINE OF THE DOMENICI-MOYNIHAN N.'\

TIONAL WATER RESOURCES POLICY AND 
DEVELOPMENT ACT OF 1981 

Creates a new funding and project-selec
tion system, transferring most responsibHlty 
for project selection to the states. 

Allocates $2.5 billion in F.Y. 1983 (r:sing 
gradually to $4 billion in F.Y. 1988) among 
the states. This money is available only for 
Federally designed projects already author
ized or which would be authorized in the 
future. 

Establishes a fiat 25 percent local cost
share on all water resources projects, :·e
placing the 160 or so current cost-sharing 
systems. 

The Federal funds are allocated to the 
states on a formula based half on land area, 
and half on population. 

New projects can be authorized automat
ically, if the State and the Federal agencies 
agree. 

A benefit-to-cost ratio greater than one is 
not required for projects built under the 
program, if the State decides the project has 
other important benefits and merits priority 
action, within its set allocation of funds. 

The types of projects eligible for Federal 
participation is expanded to include water 
supply and renovation, desalination, anct 
dam safety. 

Creates a new category of regional proj
ects that would be funded directly by the 
Federal Government, selected by Congress. 
Only 10 projects of this type could be under 
construction at one time. 

Studies of new water resources oro•ecti 
are authorized at State request , and. under
taken according to a separate state priority 
list. $150 million is available annually for 
studies, with states putting up 25 percent of 
the cost. 

The program covers work of the Army 
Corps of Engineers, the Water and Power Re
sources Servt::e (formerly the Bureau of Rec-
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lamation), and the Soil Conservati::m 
Service. 

The Water Resources Council, or a succes
sor, will evaluate future water needs. 

THE ROLE OF THE WRC 
Our earlier versions of this bill raised 

fears among some groups and persons that 
the bill secretly transferred great power to 
the Water Reaources Council , to the detri
ment of the Congress, the States, and the 
water resources program. 

That simply is an inaccurate reading of the 
bill. If the Federal Goverment is to be in
volved in water resources development, some 
Federal agency must disperse these Federal 
funds and perform other processing services 
for the legislation. 

I belie>e it would be helpful to provid~ 
my colleagues with a brief outline of the 
role of the WRC, or a successor agency, under 
our bill. 

ROLE OF THE WRC 
The WRC would transfer to the Corps, 

WPRS, or the SCS a state request for a study 
of a water need. This is an automatic referral. 

The agency would then make the study, 
and, if the agency and the state agree a proj
ect is needed, it is automatically authorized. 

If the state opposes the project, the project 
cannot be authorized. 

If the Federal Government oppcses it, and 
the state approves, the project is sent to 
WRC. If the WRC agrees with the state, the 
project is automatically authorized. If the 
WRO agrees with the Federal Government 
that the proje::t should not be authorized, 
then the project is sent to Congress for review 
and possible authorization. 

If an adjacent state disapproves of a proj
ect supported by the state and the Federal 
Government, then the project goes to Con
gress for review and p :)ssible authorization. 

If the project is to be one of the major 
regional projects, then it must go to Con
gress for authorization and appropriation, as 
is currently the procedure. 

The WRC also must review the annual 
state priority list, but it can only reject it 
(and send it back to the state) if the state 

failed to have a public hearing on the list; 
there is no other authority for the WRC. 

The WRC distributes the annual construc
tion allocation, but this is automatic, and 
based on a Congressional formula-half land, 
half population. 

Thus, the WRC has no substantive role in 
the program, only a procedural one with Con
gressionally mandated deadlines. The role of 
the agencies (the Corps, WPRS, SCS) is 
preserved. 

The bill does lessen the role of the Con
gress , with much of that responsibility trans
ferred to the states and their governors. 

THE ROLE OF CONGRESS 
Establish annual funding levels. 
Decide whether to authorize projects in 

dispute when the agency opposes a project, 
or when an adjacent state opposes it. 

Select individual major regional projects 
and fund those regional projects on a line
item basis. 

Establish the objectives by which the Fed
eral agencies plan water projects. Jn addition 
to national economic development and en
vironmental quality, this includes regional 
economic development and social welfare. 

Our purpose in lessening the role of Con
gress is because the present system isn't 
working-too many delays, too little state 
participation. While we obviously are open 
to alternative suggestions, we do believe that 
our approach will create a workable program, 
quite similar to the one for highways. where 
Congress establishes basic goals and funding 
levels. then leaves the details of project de
sign and selection to the states and the line 
agencies. 

s. 621 

Be it enacted by the Senate and House of 
Representanves of the United States uf 
America tn Congress assemotect, That tnis Act 
may be cite;:t as the •·National Water Re
sources Polley and Development Act of 1981.' 

TITLE I 
CONGRESSIONAL FINDINGS 

SEc. 101. (a) The Congress finds that de
velopment ot" Imponant ana necessary water 
resources 1--roje..:ts ana the wise expenditure 
of .rederal t"unds has been frus t rated by in
creasing dela}s in the implementation of 
l''ederal water resources pro5rams. The Con
gress tincts further that it takes, on average, 
twenty-SIX years from the time that plaH
nmg of a typical water resources project is 
autnonzea unul the initiauon of ns actual 
conscructwn, ana that such delays are 
caused oy a varie ty ot tactors, includ1ng the 
lack ot" expeaitious con5ressional action, as 
well as the !"allure of the re ... eral Government 
and the ::>taLes to esLab!ish an ettective sys
tem to de velOp pnonties which determuw 
those water resour..:es proJects most needed 
for the de velopment of the national economy. 

l b) The Congress, therefore, declares tllat 
the Nation's waLer resources develo,.;ment will 
operate more enecti vely and efficiently when 
proJects are developed in accordance witll a 
sysLem of Feaeral and ::>tate priorities, and 
administered with an increased aegree of 
btate participatwn. 

lC) .~.tis, therefore, the purpose of this Act 
to estabhsn ana en..:ourage a cooperative Fcd
eral-::State program to solve water resouro..:es 
proolems thrOLlghout the Nation, providing 
the ::>tate with greater responsibility for es
tablishing prionties and timing proJects, 
while maintaining reliance on the technical 
expertise and hnancial assistance of t.lle 
United States and its water resources 
agencies. 

FEASIBILITY STUDIES 
SEc. 102. (a) Each State shall periodically 

review the water resources needs of such 
State, including the need lor specific projects 
in such State, and may submit requests to 
the Water Resources Council (hereinafter re
ferred to as the ··council") for detailed stud
ies of specific, identified water resources needs 
and problems within such State or its region. 
The Council shall, within fifteen days of re
ceipt ot any such request, publish notification 
of such request in the Federal Register and 
transmit such request to the appropriate I<·ed
eral water resources agency or agencies, and 
such transmittal shall be deemed to be au
thorization for such study. 

(b) In addition to the requests under sub
section la) of this section, each State shall, 
no later than July 1, 1982 submit to the 
Council a list of those studies that were au
thorized prior to the date of enactment of 
this Act, but which have not been initiated 
or completed as of July 1, 1982, and which 
such State finds are necessary to meet iden
tified water resources needs and problems in 
such State or region. 

(c) For any feasibility study submitted 
or listed as a result of subsection (a) or (b) 
of this section, as well as any other studies 
previously authorized, each State shall, after 
public hearings, submit to the Council, no 
later than August 1, 1982, and annually 
thereafter, a list of those studies, in order 
of priority, which such State wishes to have 
undertaken or completed by the appropriate 
Federal water resources agencies. Within the 
funds available under this section the ap
propriate Federal water resources agencies 
shall make detailed evaluations of specific 
water resources needs or problems, analyze 
alternative solutions, determine the most 
effect.!ue and desirahle solution to such need 
or problem. and determine whether such 
solution or solutions should be recomxnended 
for the implementation. The Federal water 
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resources agency shall take into account the 
requiremem;s of any affected interstate com
p act relating to water use and any relevant 
court decrees. No studies of a specified and 
identified water resources need or problem 
shall be eligible for funding after Septem
ber 30, 1982, except as provided by the terms 
of this section or section 106 of this Act. 

(d) Before any Federal water resources 
agency may initiate, under the terms of this 
section, any study which had not been com
menced prior to enactment of this Act, the 
Council must receive from the appropriate 
Governor or Governors of the State or States 
in which implementation is likely to occur, 
or other non-Federal body, an agreement 
t hat such State, States, or non-Federal body 
will pay 25 per centum of the cost of such 
study upon its completion. 

(e ) Once a study is initiated under the 
terms of this section, the appropriate Gov
ernor or Governors shall appoint one or more 
employees of such State or States, up to a 
total agreed to by the appropriate Federal 
water resources agency or agencies, who shall 
work. in coordination with the appropriate 
Federal water resources agency or agencies 
in the formulation and development of such 
study. Such State or States shall be reim
bursed out of funds authorized by this sec
tion for the salary and services of the per
son or persons appointed under this subsec
tion. 

~ f ) Any Federal water resourcen agency 
may contract with a State or States for the 
preparation of a study under this section. 

\g) At the conclusion of any study under 
t his section. the Federal water resource::; 
agency or agencies shall , as soon as possible, 
submit a detailed report on such study to 
the Council, together with the specific rec
ommendations of that agency or agencies 
regarding whether or not a project should 
be implemented, together with cert ificatior, 
by the appropriate Governor or Governors 
that implementation of the project described 
in such study would be desirable, needed . 
and ent it led to priority consideration within 
such State or States. 

(h) To the extent practicable and reason
able, Federal and State agencies shall at
tempt to complete any study under this 
section within three years of its initiation. 
and shall consolidate hearings and studies 
required by law in order to expedite com
pletion of any study under this section. 

(i) To the extent practicable and reason
able, the Council shall seek to assure that 
expenditures under this section are allocated 
among the States on the same basis as the 
funds are allocated under section 104 of this 
Act. and meet the priorities established by 
each State under subsection (c) of this sec
tion. 

(j) For the purposes of undertaking feasi
bility studies under this section. there is au
thorized to be appropriated to the Council. 
for distribution among appropriate Federal 
water resources agencies. $150,000 ,000 for the 
fiscal year ending September 30, 1983, and 
each fiscal year thereafter. 

PROJECT AUTHORIZATION AND CONSTRUCTION 

SEc. 103. (a) Each state shall schedule pub
lic hearings at least once a year to review 
projects and proposals for water resources 
development that merit priority considera
tion. Following such hearings, each state 
shall develop a priority list for those water 
resource needs and projects that are to be 
studied and implemented. and submit such 
list to the Council by July 1. 1982, and an
nually thereafter. Each such list shall be 
published by the Council in the Federal 
Register, and shall be utilized to establish 
the order and rate of funding for such proj
ects. 

(b) In considering proiects for the priority 
list required by subsection (a) or this sec-

tion, each State shall consider the needs for 
alternative water sources or projects in such 
State, and the need to assure widespread 
benefits for any proposed project. 

(c) The list submitted by a State under 
the terms of subsection (a) of this section 
shall be deemed to be approved within sixty 
days of its submission to the Council unless 
the Council finds that such list was devel
oped without an adequate and full oppor
tunity for public hearings and participation. 
In the event the Council finds the list was 
developed without an adequate and full op
portunity for public hearings and participa
tion, the Council shall immediately notify 
such State, which shall conduct such hear
ings and submit a new list as soon as prac
ticable. No funds under this section shall be 
available for expenditure in any State until a 
priority list for such State has been sub· 
mitted and approved. 

(d) Within thirty days of the submission 
of a study report. as required by section 
102 of this Act, the Council shall publish 
in the Federal Register a summary of the 
project described in such report, together 
with the recommendations of the Federal 
water resources agency and the certification 
of the Governor or Governors. Ninety days 
after such publication, the project described 
in such report shall be deemed authorized 
for implementation under this title, and 
eligible for inclusion on a State's priority 
list for implementation under the terms of 
section 104 of this title, and eligible for 
funding ut111zing moneys authorized by sec
tion 104 of this title. 

(e) Notwithstanding the provisions of 
subsection (d) of this section, any project 
report involving implementation of a proj
ect in one State, where the Governor of 
another State in the affected watershed ob
jects in writing to the Council within ninety 
days after the publication in the Federal 
Register required in subsection (d) of this 
section, and shows that such project would 
adversely affect the quality or quantity of 
water available in such other State, such 
study report shall, within sixty days of the 
receipt of such objection, be transmitted 
by the Council to Congress. Implementation 
of the project described in any study report 
so transmitted to Congress may only be 
authorized by an Act of Congress. 

(f) Notwithstanding the provisions of 
subsection (d) of this section, any study 
report shall require the approval of the 
Council if the Federal water resources 
agency or agencies recommend against the 
implementation of the project described In 
su ::h s tudy, and the Council shall, if it ap
proves implementation of the project de
scribed in such study report. publish a 
summary of the project described in such 
report in the Federal Re~ister . as provided 
by subsection (d) of this sedion. Should 
the Council fall to act on a study report 
within one hundred and eighty days of the 
receipt of such report. implementation of 
the project described in such study report 
shall be deemed authorized for the purposes 
of this title. Whenever the Council sustains 
the recommendations of a Federal water re
sources agency or agencies against imple
mentation of a project described in such 
study report, the Council shall transmit 
such recommendation and the study report 
to Congress within thirty days. Implementa
tion of the project described in any study 
report so transmitted to Con""ress . may only 
be authorized by an Act of Congress. 

(g) Any project that was under con
struction at the time of enactment of t:~is 

Act may, at the discretion of the Governor 
or Governors of the State and States in 
which such project is located, become elig
ible for funding under the terms of this 
section. 

(h) Any project to be constructed using 
funds authorized by this section shall be 
designed according to principles and stand
ards established by the Council, incorporat
ing regional development benefits and other 
social effects, and may be constructed, not
withstanding the computation of the proj
ect's national economic benefits and costs, 
so long as such project is on a State's pri
ority list under the terms of subsection (a) 
of this section. 

(i) For the purposes of the construction 
of projects to be undertaken under the terms 
of this section, there is authorized to be 
appropriated to the Council for allocation 
under the terms of section 104 of this title, 
the sum of $2,500,000,000 for the fiscal year 
ending September 30, 1983, $2,800,000,000 for 
the fiscal year ending September 30, 1984, 
$3 ,100,000,000 for the fiscal year ending Sep
tember 30, 1985, $3.400,000,000 for the fiscal 
year ending September 30, 1986, $3,700,000,-
000 for the fiscal year ending September 30, 
1987; and $4,000,000,000 for the fiscal year 
ending September 30, 1988, and for each 
fiscal year thereafter, with such sums to re
main available until expended: Provided, 
That the cooperating St a t e. or States joint
ly, or other appropriate non-Federal body, 
agree to pay, or contribute in kind, 25 per
centum of the cost of constructing such 
project. and 50 per centum of the cost of 
efficiently operating and maintaining such 
project upon its completion. 

(j) The non-Federal contribution on proj
ects authorized prior to the date of enact
ment of this Act to be constructed under 
the terms of this section may, at the dis
cretion of the non-Federal interests. be con
tributed over the life of the project. includ
ing a reasonable rate of interest to be deter
mined by the Council, and revenues received 
by the United States as a result of the sale 
of water or other benefits produced by such 
project shall be available for use toward com
puting a portion or all of such non-Federal 
payments. 

(k) Whenever a project provides electrical 
power, municipal and industrial water, or 
other revenue-producing benefits, revenues 
from the sale of such benefits shall, on those 
projects where the non-Federal interests 
contribute their share at the time of con
struction of such pro ject. be shared between 
the contributing non-Federal interests and 
the participating Federal agencies on the 
basis of that percentage contributed by each 
entity toward the project's construction costs 
and its operations and maintenance. Reve
nues received by the Federal Government as 
a result of the preceding sentence shall be 
deposited in the Treasury. Revenues repaid 
directly to the non-Federal interests under 
this section shall be available to such inter
ests for any purpose. 

(1) For the purpose of protecting human 
life and property, projects that were author
ized prior to the date of enactment of this 
Act for the stated purpose of the elimination 
of ha.zards and failure of dams shall be sub
ject to the cost-sharing described in such 
authorization. 

(m) Any project whose purpose is to pro
vide for municipal and industrial water sup
ply may be implemented by the appropriate 
non-Federal interest in consultation with 
the Corps of Engineers. 

STATE ALLOCATION 

SEc. 104. (a) Beginning in the fiscal year 
that ends September 30, 1983, sums author
ized to be a't)propri':l.ted pursuant to section 
103 of this Title shall be allocated by the 
Council among the States at the beginning 
of each fiscal year in accords,nce with regu
lations promulgated by the Council, one-half 
in the ratio that the population of each State 
bears to the population of all of the States, 
and one-half on the ratio that the area of 
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each State bears to the area of all States: 
Provided, That no State shall receive less 
than one-third of 1 per centum of the sums 
allocated annually among all the States: And 
provided further, That the sum of $100,000,-
000 or 3 per centum of the funds appropri
ated pursuant to section 103 of this Title, 
whichever is the lesser, shall be allocated 
annually to the State of Alaska. 

(b) Sums allocated to a State under sub
section (a) of this section shall be available 
for obligation on and after the date of such 
allocation, provided such State meets the 
requirements of section 103 (c) of this Title. 
Such sums shall continue to be available for 
obligation ln such State for a period of three 
years after the close of the fiscal year for 
which such sums are authorized. Any allo
cated sums which have not been obligated 
by the end of such three-year period shall 
be reallocated by the Council on the basis 
of the ratio used in making the original al
location of sums under this section. Any 
sum made available to a State by realloca
tion under the preceding sentence shall be 
in addition to funds otherwise allocated to 
such State for grants under this Title during 
any fiscal year. 

DEAUTHORIZATION 

SEc. 105. Any project authorized for con
struction prior to enactment of this Act , but 
on which no construction has begun within 
five years following the date of enactment of 
this Act, shall cease to be authorized five 
years after the date of enactment of this 
Act unless such project has been placed on 
the priority list of the appropriate State or 
States, and such project can reasonably be 
expected to receive construction funding 
within the succeeding five years, or unless 
such project is included under the terms of 
section 106(b) of this Title. 

SPECIAL REGIONAL PROJECTS 

SEc. 106. (a) (1) As a result of its review 
under section 109 of this Title, or other in
formation made available to the Council, 
the Council may direct the study of water 
resources projects that, in the view of the 
Council, have or are likely to have a na
tional significance and priority. The coun
cil shall direct that such studies be under
taken by the appropriate water resources 
agency or agencies. 

(2) By concurrent resolution, CongreSs 
may direct the Council to initiate a study 
under the terms of paragraph ( 1) of this 
subsection. 

(b) From among projects authorized prior 
to the enactment of this Act, the Council 
shall, within six months of enactment of 
this Act, select up to ten projects of a re
gional character that have national signifi
cance and priority. Upon the listing of a 
project under the terms of this subsection, 
such project shall be eligible for funding by 
direct appropriation of Congress without 
regard to the terms of section 103 of this 
title, or the limitations of subsection (f) of 
this section. 

(c) Projects constructed under the au
thority of this section must produce na
tional economic benefits that exceed the cost 
of such project, using a reasonable rate of 
interest as determined by the Council. 

(d) (1) Projects studied under the terms 
of subsection (a) of this section, if subse
quently authorized specifically by the Con
gress, and projects listed under the terms 
of subsection (b) of this section, shall be 
constructed at full Federal cost, provided 
that once the project is available for utlllza
tion, the users or beneficiaries of such proj
ects shall pay a fee, as the Council or law 
may require, that is designed to recover all 
or an appropriate percentage of the oroiect's 
cost, with interest, during the project's an
ticipated life, together with its cost of opera
tion and maintenance. 

(2) The Inland Waterways Trust Fund 
established by title II of Public Law 95-502 
shall be available to repay costs under the 
terms of paragraph ( 1) of this subsection for 
proJects authorized for the purposes of com
mercial inland navigation. 

(e) There is authorized to be appropriated 
to the Council $20,000,000 for the fiscal year 
ending September 30, 1983, and for each 
fiscal year thereafter, for feasibility studies 
of regional water resources projects that 
have a national significance and priority. No 
more than fifteen such projects of national 
priority shall be under study and design at 
one time, while no more than ten such proj
ects of national priority shall be under con
struction at one time. 

(f) While projects under this section may 
be constructed wholly within one State, such 
projects must provide benefits significantly 
affecting two or more States, and receive the 
approval of the Governcrs of such States. 

OPERATIONS AND MAINTENANCE 

SEc. 107. For the purposes of operating 
and maintaining facilities of water resources 
agencies that are in existence at the time 
of enactment of this Act or are constructed 
under the terms of this Act, the sum of 
$1.000,000.000 is authorized to be appro
priated for the fiscal year ending September 
30, 1983, and annually thereafter to the 
Council for distribution to the appropriate 
water resources agencies. 

CLARIFICATIONS 

SEc. 108. (a) No+hinl" !n t'blc: A,.t. s..,all 
a~ter the requirements of the National En
VIronmental Policy Act f42 U .S c . 43A3) +he 
Fish and Wildlife Coordination Act ( 1R u .s .c. 
661) , or the Endangered Species Act ( 16 
U.S.C. 1530 et seq.). 

(b) Projects authorized as a result of en
actment of this Act shall incorporate the 
conservation of water. 

STUDIES 

SEc. 109. (a) The Council. after public 
hearings and in consultation with the States 
shall: ' 

( 1) Make a detailed estimate of ne"'ds and 
costs regarding (A) the national priorities 
for water resources management through 
the year 2000, together with an estimate of 
the needs for cost-effective implementation 
of projects throughout the Nation by the 
year 2000, (B) the needs, over a twenty-year 
period, in each State for water resources 
projects, and (C), in cooperation with the 
Office of Water Research and Technology, a 
study of the best ways to achieve the maxi
mum efficient use of water supplies from 
existing Federal projects; and 

(2) A review of present cost-sharing mech
anist;ns for water resources projects, in
cludmg any changes adopted subsequent to 
the enactment of this title. 

(b) There is authorized to be appropriated 
to the Council the sum of $5 .000,000 to carry 
out the purposes of this section. 

(c) The Council shall transmit the studies 
authorized by this section to Congress no 
later than January 1, 1984. 

DEFINITIONS 

SEc. 110. As used in this Act: 
(a) The term "water resource agencies" 

means the United States Army Corps of En
gineers, the Water and Power Resources 
Service, and the Soil Conservation Service; 

(b) The term "project" means any pub
licly owned water resources facility, device, 
system, or non-structural management plan 
designed for flood protection, erosion con
trol , reclamation (including renovation of 
existing works), hurricane protection, muni
cipal and industrial water supply (including 
renovation . of existing works), navigation, 
power generation, saline water conversion 
water-based recreation, dam safety·, sediment 

control, water conveyance, or related water 
purposes undertaken by a water resources 
agency; 

(c) The term "conservation of water" shall 
include methods to store water and to reduce 
water loss; 

(d) The term "Governor" shall include any 
official or body under State law v. ith l'e:;pon
sibility for water resources in such States. 

(e) The term "Water Resources Council" 
means the Water Resources Council, or any 
agency to which the responsibilities of the 
Council, as defined by law as of January 1, 
1981, may be subsequently transferred. 

TITLE II 
WATER RESOURCES PLANNING ACT AMENDMENTS 

SEc. 201. The Water Resources Planning 
Act, as amended ( 42 U.S.C. 1962 et seq.), is 
further amended by deleting section 101 and 
inserting in lieu thereof the following: 

"SEc. 101. There is hereby established an 
independent Water Resources Council (here
inafter referred to as the "Council"), which 
shall be composed of nine members, includ
ing the Secretary of the Army, the Secretary 
of the Interior, the Secretary of Agriculture, 
and the Administrator of the Environmental 
Protection Agency, plus five members chosen 
by the President, with the advice and con
sent of the Senate, for their demonstrated 
interest and expertise in water resources de
velopment. The chairman of the Council 
shall be designated by the President from 
among those members selected by him or her. 
'Ihe five members selected by the Pre3ident 
shall be compensated at the rate for Levell!! 
of the Executive Schedule under section 
5313 of title 5, United States code, except 
that the Chairman shall be compensated at 
the rate for Level II. Actions of the Council 
shall be approved by a majority vote of the 
members." 

SEc. 202. (a) The Water Resources Plan
ning Act, as amended, (42 U.S.C. 1962 et 
seq.), is further amended by inserting after 
the present section 105 a new section 106 to 
read as follows: 

"SEc. 106. (a) There is hereby established 
a State Advisory Committee (hereinafter re
ferred to as the 'State Committee') which 
shall be composed of five members. 

" (b) The Chairman of the Council shall 
appoint the Chairman of the State Commit
tee from persons recommended by the gov
erning body of the National Governors' As
sociation for a term of not more than four 
years. The Chairman of the State Commit
tee shall not represent a specific State or re
gional interest, but shall demonstrate an 
understanding of the Nation's water re
sources problems. The Chairman of the State 
Committee shall be compensated at the rate 
for level V of the Executive Schedule under 
section 5316 of title 5, United States Code. 

"(c) The remaining members of the State 
Committee shall be selected jointly by the 
Chairman of the Council and the Chairman 
of the State Committee from persons recom
mended by the governing body of the Na
tional Governors' Association to provide for 
broad national representation in the area of 
water management. Attention shall be given 
to balancing of regional interests in the se
lection of the Committee. 

"(d) When authorized by the Chairman 
of the Council, the travel and other expenses 
of participation as members of the State 
Committee may be reimbursed by the 
Council.". 

Mr. DOMENICI. Mr. President, I yield 
to my good friend from New York. 

The PRESIDING OFFICER (Mr. 
SPECTER) . The Senator from New York 
is recognized. 

Mr. MOYNrHAN. Mr. President, I 
thank the distinguished chairman of the 
Budget Committee and the man whose 
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indefatigable concern for this area of 
national policy is responsible for the leg
islation that I have the honor to join 
with him in introducing today. 

Mr. President, on May 24, 1979, my 
distinguished colleague from New Mex
ico CMr. DoMENICI) and I introduced a 
bill to improve our national water pro
gram. The National Water Resources 
Policy and Development Act of 1979, S. 
1241 , was pronounced by some as radi
cal and by others as out rageous. But, 
I might add, the bill was also viewed as 
a refreshing and creative approach to a 
national program that at best can be 
described as stale and stagnant. Now, 
national economic and political cir
cumstances have changed since 1979 we 
find that the continuing failure of our 
wa ter program remains with us. 

It is therefore with the greatest sense 
of hope that I once again find myself 
at the Sena tor from New Mexico 's side 
to introduce the National Water Re
sources Policy and Development Act, 
this time of 1981. Our new bill is in most 
respects identical to our original bill . 
However, we have made several changes 
that we believe strengthen our attempt 
to improve the method by which water 
resources are developed in our Nation. 

Before I describe these changes I might 
first invoke the wise words of an engi
neer and inventor on the subject of 
water, Leonardo daVinci said: 

Remember when discoursina about water 
t o adduce first experience and then reason'. 

It may be worth recalling what our na
tional experience has of late been in 
water resources. It is a chaotic and idio
syncratic system of economic and re
source development, producing a ran
dom array of benefits more respGnsive to 
the vagaries of seniority in the U.S. Con
gress than anything else. 

Our. current progr~m also suffers 
fro~ Its failu~·e to include· the entire 
~atwn. From legislation berne out of an 
Interest to develop hitherto undevel
oped regi.ons of our continent, we in the 
older regwns now find ourselves victims 
of our own tradition. We are told our 
":ater needs do not mesh with the na
twnal purpose. In the period from 1950 
to 1976, the Northe!"l.st received slightly 
mo~e than 6 percent of the cumulative 
national water resources funds spent by 
the Corps of Engineers and the former 
Bureau of Reclamation-now the water 
and Power Resources Service. The West 
received over 48 percent, the South 28 
percent and the North Central region 18 
percent. This is our experience. 

Now, reason. Our bill brings to water 
resources development a concept which 
is, I think, deeply sensitive to the uses of 
federalism: The capacity of States to 
know best what they most need and the 
capacity of the Federal Gover~ment to 
look to national interests and the shar
ing of costs. 
. Our bill would create a uniform, na

tional system by which water projects 
can be approved and undert::>,ken, while 
at the same time allowing for the full 
consideration of all the questions that 
must be answered in the approval of 
each initiative. The bill would change 
the current practice of authorizing and 
appropriating water resources funds to 

States on a project-by-project basis, 
that has no relation whatever to na
tional policy, and which, indeed, makes 
national policy impossible. Instead, 
funds would regularly be appropriated 
on the basis of population and land area. 
States would be reQuired to match these 
funds on a 75-percent Federal, 25-per
cent State basis regardless of the types 
of project and could choose to spend 
their allocation on whatever feasible 
projects are of most importance to them. 
Current restrictions on Federal fund
ing, such as those placed on single pur
pose water supply projects, would be 
eliminated to give the States more flexi
bility in addressing those pressing needs 
that previously have gone unmet. 

The section-by-section analysis which 
accompanies my statement explains the 
procedures by which the States would 
select their projects, funds would be al
located among the States, and the costs 
of such projects would be shared between 
the States and the Federal Government. 
There are, however, several particular 
points which I would like to explain 
further. 

First is the matter of the formula by 
which funds are allocated among the 
States. As in our original bill, the alloca
tion is based on land area and popula
tion. We are not satisfied with this for
mula because of its failure to take into 
account water needs, diverse as they may 
be from one State to another. However, 
we have yet to see a better formula. We 
continue to look and are most open to 
suggestions. It is our hope that over the 
next few months our allocation formula 
will be refined. 

Second is the matter of navigation. 
Many have questioned the wisdom of in
cluding both inland navigation and 
coastal harbors in a State-based devel
opment program. Their point is that such 
navigation projects frequently have eco
nomic effects far beyond the borders of 
a single State. Our bill does provide the 
opportunity for Governors of neighbor
ing States to both review and if justified 
reject a State's proiect. The bill also af
firms the need for continuod Federal 
support for proiects of a regional and 
national character. 

Nonetheless, there is a great interest 
in developing and expanding coastal 
ports capable of handling the expected 
increase in the exnort of steam cnal. 
Harbor deepening projects have been 
estimated to cost between $100 million 
and $400 million a piece. Clearly such 
projects are beyond the scope of intra
state oroiects for which our bUI is best 
suited. It is my conclusion that the par
ticular nature of navigation development 
suggests that it should be treated in sep
arate legislation. However, until agree
ment is reach~d on the nature of such 
legislation and the corresponding adjust
ments made in our allocation formula, 
we shaJl leave navigation projects in the 
rill. We simply wish to make it under
stood that our intention is to devise a 
more aopropriate Federal policy toward 
construction and maintenance of large 
inland and coac;tal navigation projects. 

A third point I wish to make is our 
desire to place water mana12:ement and 
conservation solutions to water problems 

on an equal footing with structural, cap
ital-intensive solutions. We explicitly 
state that to the extent possible projects 
should incorporate the best available 
techniques for water conservation. Fur
thermore, we include nonstructural 
management plans in our definition of a 
water resources project. 

My final point concerns the applica
bility of the National Water Resources 
Policy and Development Act to water 
supply problems faced by many com
munity and urban water systems. The 
Federal Government has by tradition 
not assisted in the development of single 
purpose water supply projects, single 
purpose being somewhat of a misnomer 
for municipal and industrial water sup
ply. On the other hand, the Federal 
Government has without apparent hesi
tation included municipal and industrial 
water supply in multipurpose reservoir 
projects constructed by both the Army 
Corps of Engineers and the Bureau of 
Reclamation. Indeed, in 1958 the Con
gress passed the Water Supply Act 
(Public Law 85-500 ) which firmly estab
lished the Federal policy on this matter. 

The act required the non-Federal in
terests to repay the Federal Govern
ment over a 50-year period following the 
completion of the project, at an interest 
rate set by the Secretary of the Treas
ury. Since the passage of the 1958 act, 
the Corps of Engineers has spent a total 
of $576 million and the Water and Power 
Resources Service a total of $763 million 
on municipal and industrial water sup
ply. Only $13 .4 million was spent in the 
New Ene:land region and $20.8 million 
in the North Atlantic region. Compare 
this to $214.3 million spent in the South
west by the Corps of Engineers alone. 

As of 1977, water and power resources 
service projects were supplying 18,-
244,000 persons with drinking water 
equaling 825.2 billion gallons of water 
annually. That is the equivalent of sup
plying water to the cities of New York, 
Boston, and Providence combined. And 
this was done by the Federal Govern
ment. The central Arizona project now 
under construction wi11 annually suooly 
the cities of Tucson and Phoenix with 
166 billion gallons at a cost of approxi
mately $600 million, which is about 35 
percent of the total cost of the reclama
tion project. 

The one piece of legislation that sup
ports our claim for equity has never been 
implemented. Title I of the 1965 Rivers 
and Harbors Act (Public Law 89-298) 
stated: 

Congress hereby recognizes that assuring 
adeouate supolies of water for t he great 
met ropolitan centers of t he United States has 
be~ome a problem of such magnitude that 
the welfare and prosperity of this country 
require the Federal Government to assist 
in the solution of water supply problems. 

These words were written in J 965, the 
last time the Northeast suffered from a 
prolonged and debilitating droug-ht. Six
teen years later we find ourselves in 
much the same circumstances. 

Although all water utilities would like 
to operate on the principle that their 
S11stems are to be self-sustaining enter
prises, it is a fact that the water utility 
industry is the most capital intensive of 
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all the utilities. Furthermore, it is a regu
lated industry where rates are set not 
just on the basis of the cost of delivery 
but also according to political and finan
cial constraints set bY State utility com
missions. 

Arguments raised against the inclusion 
of municipal and industrial water supply 
frequently concentrate on the issue of 
whether the Federal Government should 
assist cities and towns in operation and 
maintenance, with rehabilitation erro
neously being classified as regular main
tenance. Take, for example, the case of 
New York City's third city water tunnel. 
We are talking about an extraordinarily 
large cost for increasing the reliability 
and operational flexibility in the city's 
water delivery system, a cost I might acid 
comparable to the municipal and indus
trial water supply component of the cen
tral Arizona project. This is not main
tenance. I should further add that no 
one is suggesting a Federal grant pro
gram. We are asking for terms no more 
generous than that now extended to 
water supply from multipurpose projects 
under the 1958 Water Supply Act. This 
is what I mean by equity. 

For myself and the Senator from New 
Mexico, who has shown an exquisite sen
sibility in these matters, we invite those 
concerned with the environment and 
with the economic well-being of our Na
tion to ask if ours is not a better system, 
a more rational system, a national sys
tem that can bring order, equity, and 
progress into a field which has been 
characterized by randomness, waste, and 
even destruction of natural resources. 

Mr. President, I ask unanimous con
sent to have printed in the RECORD a sec
tion-by-section analysis of the Do
menici-Moynihan water policy bill. 

There being no objection, the analysis 
was ordered to be printed in the REcORD, 
as follows: 
SECTION-BY-SECT:::oN ANALYSIS OF DOMENICI

MOYNIHAN WATER POLICY BILL 

The short title of the bill is the National 
Water Resources Policy and Development 
Act of 1981. 

TITLE I 

Section 101. Findings and Intent. Congress 
finds that existing arrangements for water 
resources development have led to excessive 
delay in the implementation of water re
sources projects. The delay is in part a re
sult of the failure of the Federal and state 
governments to establish their priority of 
projects and management plans most needed 
to further the development of the national 
economy. It is the intent of Congress to 
place greater reliance on the states for fund
ing and establishing priorities for water re
sources development. 

Section 102. Feasibility Studies. This sec
tion authorizes states to request specific 
feasibility studies of water resources proj
ects. Each year $150,000,000 shall be distrib
uted among the Federal water agencies to 
finance the planning, design and engineer
ing of these studies. Before a study is ini
tiated, the non-Federal interest must agree 
to pay 25 percent of the cost of the study 
following its completion. The states will also 
be reimbursed for persons appointed to work 
with the Federal aqency on the study. Any 
Federal water resources agency may contract 
with a state or states for the preparation of 
a study. 

The states shall annually submit to the 
Water Resources Council a list of project 

feasibility studies in order of their priority. 
To t he extent possible, the Council shall al
locate among the states funds for studies on 
the same basis as funds are allocat ed for con
struction. The Federal and state agencies 
shall attempt to complete studies within 
three years. 

Section 103. Project Authorization and 
Const ruction. Each state is required to de
velop a priority list for water projects each 
year and submit the list to the Water Re
sources Council. The list shall be approved 
in 60 days provided t hat the Council finds 
that the list was developed with t he benefit 
of public hearings and public participation. 

Projects whose studies were conducted 
under Section 102 of this Act will become 
authorized for construction 90 days after 
the study is approved by the governor of the 
state. However, if the governor or governors 
of neighboring states object to the project on 
the grounds that the project will adversely 
affect the water quantity or water quality 
in that governor's state , then the project 
must receive Congressional authorization. 
Furthermore, if a project has not been en
dorsed by the Federal water agency, then the 
Water Resources Council must first approve 
the project before such project could be au
thorized and eligible for funding under this 
Act. 

Projects under construction at the time 
of enactment of this Act may become eligible 
for funding under the terms of this section 
at the discretion of the governor or gover
nors of the state or states. Projects con
structed with funds authorized by this sec
tion shall be designed according to the prin
ciples and standards of the Water Resources 
Council. Such evaluation shall fully incor
porate the estimation of the project's re
gional development benefits and other so
cial effects. A project may be constructed 
notwithstanding the computation of the 
project's national economic benefits and 
costs as long as the project is on a state's 
priority list and meets the other require
ments of this section. 

This section authorizes $2.5 billion in FY 
1983, $2.8 billion in FY 1984, $3.1 billion in 
FY 1985, $3.4 billion in FY 1986, $3.7 billion 
in FY 1987, and $4.0 billion annually there
after. Funds allocated to states shall remain 
available until expended provided the state 
or non-Federal interest agrees to pay or con
tribute in kind 25 percent of the cost of con
structing such project and 50 percent of 
the cost of operating and maintaining such 
project upon its completion. 

Revenue produced from projects provid
ing electrical power or municipal and in
dustrial water shall be shared between the 
non-Federal interest and the Federal agency 
on the basis of the percentage contributed 
to the cost of construction and operation and 
maintenance. 

Municipal and industrial water supply 
projects may be implemented by the appro
priate non-Federal interest in consultation 
with the Corps of Engineers. 

Section 104. State Allocation. Funds au
thorized in Section 103 shall be allocated by 
the Water Resources Council among the 
states at the beginning of each fiscal year on 
the basis of land area and population. No 
state shall receive less than 0.33 percent and 
no more than 3 percent. 

Funds allo:::ated to states shall remain 
available for obligation for a three year pe
riod, after which the Council shall reallocate 
the funds according to the original alloca
tion described in this section. 

Section 105. De3.uthorization. Projects au
thorized for construction prior to this Act 
but on which no construction has begun 
within years following enactment of this 
Act shall cease to be authorized five years 
after enactment unless the project is placed 
on a state's priority list. 

Section 106. Special Regional Projects. The 

Council or Congress , by concurrent resolu
tion , may for t he study of such project s . 
From among previously authorized projects , 
the Council shall select up to ten projects of 
national significance which shall be eligible 
for funding by direct appropriation by Con
gress without regard to the limitations of 
this Act. Project s constructed under the au
thority of this section must produce nat ional 
economic benefit s that exceed the cost of 
such proje :::t using a reasonable rate of inter
est set b y t he Wat er Resources Council. 

Projects st udied under this section and 
subsequently au t horized by Congress shall 
be constructed at full Federal cost provided 
t hat the users of t he projects pay a fee de
signed t o recover all or an appropriate per
centage of the project 's cost with interest in 
addition to its cost for operation and main
tenance. The Inland Waterways Trust Fund 
shall be available to repay a portion or all of 
t he costs for commercial inland navigation 
projects. 

E:ection 107. Operation and Maintenance. 
This section authorizes $1 ,000,000 ,000 an
nually for the purpose of o;:erating and 
maint aining water resources facilities . 

Sect ion 108. Clarifications. Nothing in this 
Act shall alter the requirements of the Na
tional Environmental Policy Act, the Fish 
and Wildlife Coordination Act or the Endan
gered Species Act. Projects authorized under 
this Act shall incorporate the best available 
techniques for the conservation of water. 

Section 109. Studies. The Water Resources 
Council shall conduct a number of studies to 
estimate national water needs and priorities 
to the year 2000 , individual state water needs, 
and the means by which the most efficient 
use of water supplies may be made at existing 
Federal projects. The Water Resources Coun
cil shall also review present cost-sharing 
mechanisms for water resources projects. 
This section authorizes $5,000,000 for use by 
the Water Resources Council to conduct 
these studies. The Council shall transmit the 
studies to Congress no later than January 1. 
1984. 

Section 110. Definitions. Water resources 
agencies in:::lude the Army Corps of Engi
neers, the Water and Power Resources Serv
ice, and the Soil Conservation Service. 

Water project means any publicly-owned 
water resources facility, device, system, or 
non-structural management plan designed 
:ror flood protection, erosion control, reclama
tion (including the renovation of existing 
projects), hurricane protection, municipal 
and industrial water supply (including the 
renovation of existing projects) , navigation, 
power generation, saline water conversion, 
water-based recreation, dam safety, sediment 
control, water conveyance, or related water 
purposes. 

TITLE II-WATER RESOURCES PLANNING ACT 
AMENDMENTS 

Section 201. Restructuring of the Water 
Resources Council. The Water Resources 
Coun:::il shall be an independent body com
po:::ed of nine members , five of which shall be 
chosen by the President. One of the five Pres
idential appointees shall be designated as the 
chairman. 

Section 202. State Advisory Committee. The 
Chairman of the Water Resources Council 
shall appoint a chairman of the State Com
mittee from persons recommended b y the 
National Governors Association. The Chair
man of the Water Resources Council and the 
Chairman of the State Council shall select 
four additional members of the State Council, 
taking regional balance into account in their 
selection. 

Mr. MOYNIHAN. Mr. President, I shall 
elaborate only a few further points that 
my distingutshed friend from New Mex
ico has made. 

The first is to sav, and I hone the Sen
ate will understand this because it was 
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a disappointment to us last year when 
this bill was reported out of our com
mittee that it was never even consid
ered on the floor of this body, this is a 
bill that responds to a stalemated and 
failed system of water development in 
the country at a time of a crisis in water 
supplies. 

The arrangements that have been in 
place for a century or more or less with 
respect to rivers and harbors, almost a 
century with respect to the Bureau of 
Reclamation, are not working. The sys
tem has stopped working, and we have 
brought forth an alternative that, as we 
say, is most rational and national, and 
I think it is a happy circumstance, if I 
may say, that the distinguished Pre
siding Officer is the Senator from Penn
sylvania, and if I am not mistaken from 
the eastern section of Pennsylvania, and 
any visitor to that great city of Philadel
phia, among the first sights he sees along 
the Schuylkill will be the Philadelphia 
waterworks, a municipal enterprise of 
great neoclassic splendor down there and 
great engineering ingenuity, marking the 
beginning of a water project system of 
the older parts of our country from the 
East where water systems were built by 
municipalities or at most by States, fre
quently by private enterprises, that con
tinues to this day. 

The system by which Philadelphia 
gets water, the politi·cal-economic sys
tem, is no different today than it was in 
the 18th century, and the result is all 
over the Eastern United States a crisis 
in an area where there is in fact abun
dant water but water systems are so de
crepit that New Jersey, New York, Bos
ton, Philadelphia, places like that, ex
perience serious drought problems this 
year. 

In the West, which was developed by 
Federal funds, a system was in place ef
fectively from the time the Bureau of 
Reclamation was established in 1905, and 
that system does not work anymore. It 
does not work. It takes 30 years to find 
out that in fact you are not going to 
have the project. 

Now there is a crisis here, and we can 
do without oil but we cannot do without 
water. We have enough in most parts of 
the country. We can conserve it in other 
parts of the country. But we cannot do 
either without legislation such as Sena
tor DoMENICI and I have introduced. 

We are talking to the Senate about a 
real problem. The Senate last year chose 
not to hear us and it may do so again 
this year. If it does, it will be a derelic
tion of duty larger than any might 
suppose. 

Mr. President, I believe our time may 
be about to expire. I would simply like 
once again to thank my distinguished 
colleague and friend for enabling me to 
join him in this national legislation. 

Mr. DOMENICI. I thank my good 
friend. 

Mr. President, parliamentary inquiry. 
The PRESIDING OFFICER. The Sen

ator will state it. 
Mr. DOMENICI. How much time does 

the Senator from New Mexico have? 
The PRESIDING OFFICER. Slightly 

less than 1 minute. 

Mr. DOMENICI. Mr. President, I hope 
everyone understands that the intention 
here is not to spend more money than 
we have been spending, at least not for 
the next few years. What we are trying 
to do is to get the process, which is not 
working, off dead center by having a 
completely new system for prioritiL;mg 
projects, then letting the States go for
ward, in exchange for their paying for 
part of the cost of the projects. 

It has been 5 years since a major om
nibus water bill became law. The ad hoc 
approach to picking projects is fraught 
with problems. It does not prioritize any
thing. Our bill, I hope, will initiate a 
dialog that will replace a system that is 
failing to meet a great problem with a 
system that stands a far greater chance 
of meeting the needs of America's 
future. 

S. 620-NEW MEXICO PROJECTS 
Mr. DOMENICI. Mr. President, I am 

today introducing legislation, which au
thorizes three relatively minor items 
that affect the water resources needs of 
the State of New Mexico. 

Section 1 of the bill authorizes the 
U.S. Army Corps of Engineers to con
struct a flood control project at Albu
querque. Actually, the work would ex
tend the present levee system north and 
south of the city, not affecting the levees 
that now exist in the central area of the 
city. This change would assure against 
floods with a frequency of once nearly 
every 300 years. 

Within the corps, this proposal is not 
considered controversial. The project 
was approved last year by the Subcom
mittee on Water Resources. In addition, 
the Congress enacted legislation last 
year that established the maximum size 
of the projects to allow local interests 
to begin to rebuild the existing system 
of bridges over the Rio Grande. 

My proposal, however, may lead to 
even higher levels of flood protection for 
the citizens of Albuquerque, as it author
izes the corps to dredge out the Rio 
Grande channel to increase its capacity 
to move water past the city. Thus, in
stead of raising the existing levees, the 
corps could lower the river bed. 

Section 2 of this bill authorizes the 
storage of water from the San .Juan
Chama project in various New Mexico 
reservoirs. This section would assist the 
cities of Albuquerque and Santa Fe by 
providing storage locations for contract 
water owned by them. 

The cities now lack adequate stor
age facilities, while extra space is avail
able at Abiquiu and Elephant Butte Res
ervoirs. The city of Albuquerque con
tracted to store water at the Elephant 
Butte proiect in southern New Mexico. 
The courts, however. held that thts con
tract and storage had not been specifi
cally authorized by Congress. Now that 
the courts have forced the issue, the 
cities believe it would also be appropri
ate to permit further storage at Abiquiu, 
north of Albuquerque, in addition to 
small amounts now stored there. 

This section authorizes such storage, 
when the storage does not interfere with 

the authorized purposes of the projects, 
such as flood control. Thus, the storage 
would be allowed only if it proved com
patible with authorized project purposes. 

This legislation, of course, impc se. no 
cost on the Federal Government . It 
merely allows the cities to store their 
water, if the Federal agencies believe 
that would be appropriate. 

Any additional costs for operating 
and maintaining the projects will be 
paid by local interests. In addition, this 
extra water would be available for ad
ditional power production at Elephant 
Butte Reservoir. 

I recognize that some may oppose this 
proposal. But I offer it to provide to the 
public an opportunity to evaluate and 
comment on its mertts. 

Section 3 is a minor item, one which 
has been approved previously by the 
Senate, but never enacted into law, as 
we have failed to pass a full omnibus 
water resources bill since 1976. This sec
tion authorizes $300,000 in extra funds 
to assure the completion of important 
archeological recovery work at Santa 
Rosa Lake. 

I send to the desk a bill for myself 
and Senator ScHMITT with reference to 
those three projects in my State. 

Mr. President, I ask unanimous con
sent that a copy of the bill be printed 
at this point in the RECORD. 

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

s. 620 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, That the 
Secretary of the Army, acting through the 
Chief of Engineers, is authorized to construct 
a project for fiood control in the vicinity o! 
Albuquerque, New Mexico, in conformity 
with the report of the Board of Engineer~ 
far Rivers and Harbors, dated September 14, 
1979, at an estimated Federal cost of $33,224,-
000: Provided, That the Chief of Epgineers 
shall further be authorized to increase flood 
protection through the dredging of the river 
bed to an elev31tion lower than existed on the 
date of enactment of this Act. 

SEc. 2. (a) 'Ihe proviso of Section 2 of 
Public Law 81-485 shall not be construed to 
prohibit the storage of San Juan-Ch31ma 
project water acquired by contract with the 
Secretary of the Interior pursuant to Public 
Law 87-483 in any reservoir. 

(b) The Chief of Engineers is authorized 
to enter into agreements with entities which 
have contracted with the Secretary of the 
Interior for water from the San Juan-Chama 
Project pursuant to Public Law 87-483 for 
storage of a total of 200,000 acre-feet of such 
water in Abiouiu Reservoir. The agreements 
to thus store San Juan-Chama Project water 
shall not interfere with the authorized pur
poses of the Abiquiu Dam and Reservoir 
Project and shall include a requirement that 
each user of storage space shall pay any 
increase in operation and maintenance costs 
attributable to the storage of that user's 
wate~. 

(c) The Secretary of the Interior is au
thorized to enter into agreements with en
tities which have contracted with the Secre
tary of the Interior for water from the San 
Juan-Chama. Project pursuant to Public Law 
87-483 for storage of such water in Elephant 
Butte Reservoir. Any increase in operation 
and maintenance costs resulting from such 
storage not offset by increased power rev
enues resulting from that storage shall be 
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paid proportionately by the entitles for which 
the San Juan-Chama Project water is stored. 

(d) The amount of evaporation loss and 
splll chargeable to San Jua.n-Cha.ma. Project 
water stored pursuant to Subsections (b) 
and (c) of this section shall be accounted a.s 
required by the Rio Grande Compact and the 
procedures established by the Rio Grande 
Compact Commission. 

SEc. 3. The project for Santa Rosa. La.ke, 
Pecos River, New Mexico, authorized by sec
tion 203 of the Flood Control of 1954 (68 
Stat. 1260), is hereby modified to authorize 
the expenditure of not to exceed $300,000 
for the recovery of cultural resource data, 
in a.ddltlon to a.ny amounts authorized for 
this purpose pursuant to the Reservoir Sal
vage Act of 1960, a.s amended (88 Stat. 174). 

e Mr. SCHMITT. Mr. President, I take 
a great deal of pleasure in joining with 
my colleague from New Mexico, Senator 
DoMENICI, in sponsoring legislation that 
will resolve some of the water problems 
confronting our State. 

Section 1 of the bill will authorize the 
U.S. Army Corps of Engineers to un
dertake a program to eliminate the 
serious flood threat that exists today 
because of the condition of the existing 
levees on the Rio Grande River in an 
area from Bernalillo to Belen. This 
would be accomplished by rehabilitating 
existing levees and where necessary 
dredging the river bed to acceptable 
levels. 

Section 2 of the bill would authorized 
the city of Albuquerque to store in vari
ous New Mexico reservoirs water to 
which the city is legally entitled from 
the San Juan Chama project. Under the 
present situation, the city is in danger 
of losing its water rights. This bill 
would not only protect those water 
rights but would give additional benefits 
in the form of providing water for rec
reational and power-generating pur
poses at Elephant Butte Reservoirs, thus 
directly providing economic benefits to 
the community of Truth or Conse
quences, which depends a great deal 
upon the level of water of the lake to 
support the local economy. The benefit~ 
would be accomplished at no cost to the 
Federal Government as the costs of 
operating and maintaining the storage 
program would be paid by the owners 
of the water. 

Section 3 of the bill is aimed at re
solving a longstanding problem to com
plete imoortant archeological recovery 
work at Santa Rosa Lake.• 

RECOGNITION OF SENATOR 
BAUCUS 

The PRESIDING OFFICER. Under 
the previous order, the Senator from 
Montana <Mr. BAucus) is recognized for 
a period of time not to exceed 15 minutes. 

TAX EXPENDITURES-SOME ADDI
TIONAL THOUGHTS 

Mr. BAUCUS. Mr. President, last week 
I addressed the Senate on the subject of 
tax expenditures and their inexplicable 
exclusion from President Reagan's eco
nomic plan. Tax expenditures have be
come, as we all know, enormously pop
ular. Once enacted, they tend to become 
firmly entrenched in the tax law and in
sulated from review. 

The c. D. Howe Research Institute in In describing the rate of increase in 
1979, commented on tax expenditures in tax expenditures, Paul McDaniel, pro
this way: fessor of law at Boston College, recently 

Tax expenditures have become a reg- testified before Congress that: 
ular feature of recent budgets, apparently This hidden growth in the federal budget 
for two reasons: tax expenditures are politl- cannot continue unchecked or Congress will 
cally popular with the business community ultimately lose its hard won progress to 
and a. convenient way of helping govern- achieve more effective control over the 
ments to stay within their expenditure budget. 
limits because they are recorded as a. revenue 
loss rather than as an expenditure increase. Growth in tax expenditures has been 

explosive. How many of my colleagues 
By quoting this authority, I do not know, for example, that the growth in 

suggest that I am fundamentally op- tax expenditures is currently exceeding 
posed to tax expenditures. On the con- inflation? 
trary, the tax expenditures mechanism Indeed, depending upon the measure 
frequently provides an eftlcient means used, tax expenditures are increasing at 
for solving an economic problem. a rate nearly twice that of inflation. 

I also reiterate my belief that taxes For example, between 1980 and 1981 
generally should be reduced to help alone, tax expenditures rose nearly 20 
st\mulate more savings and investment percent. The Consumer Price Index for 
and to restore lost income to individual that same period was 12 percent, and the 
taxpayers. I also believe that as we re- GNP deflator-perhaps a better guage 
duce those tax expenditures which are of inflation-was less than 10 percent. 
ineftlcient and unproductive, as many Tax expenditures have witnessed a 
of them are, we will have more income phenomenal growth since the first tax 
available to enact the targeted and sig- expenditure budget in 1968. Let us look 
nificant income tax reduction that we all at the figures. 
talk about so much. 

What I do suggest is that tax expendi
tures should not be immune from seri
ous and critical and frequent review by 
Congress. They do offer potential for 
budget control actions. 

In that regard, Mr. President, I note 
that the bill introduced by the Senato.r 
from New York (Mr. MOYNIHAN) is a 
bill aimed at just this purpose: eliminat
ing and reducing a tax expenditure 
which he views to be unproductive, that 
is, the commodity straddle, which is ex
actly what we are talking about. 

In my view, tax expenditures are noth
ing more than the functional equiv
alent of Federal spending programs. Tax 
subsidies are becom:ng ever more prev
alent because it is frequently easier to 
achieve the enactment of a policy 
through the tax mechanism. Walter 
Heller understood the appeal of tax ex
penditures when he testified in 1959: 

The back door to government subsidies 
marked "tax relief" is easier to push open 
than the front door marked "expenditures" 
or the side door marked "loans, guarantees 
and insurance" ... 

The very groups that use this back door 
are often among the most insistent advo
cates of responsible and informed govern
ment budgeting. Yet here is a whole cata
combs of government benefits which are 
largely hidden from public view, let alone, 
periodic review. 

Once embedded in the tax structure, the 
preferential provisions are treated as in
alienable vested rights, impervious to 
changes in tax rates, economic policy, and 
technology. 

Heller's prescient admonishments are 
as relevant today as they were 22 years 
ago. His words should help us better un
derstand the frequently perverse char
acteristics of tax subsidies. 

TAX EXPENDITURES-A GROWTH EXPLOSION 

Today, I would like to illustrate the 
phenomenal growth in the tax expendi
ture budget. This discussion will sup
port my argument that the cuts in 
spending programs must be matched by 
simultaneous reductions in tax expendi
tures. 

The 1968 tax expenditure budget con-
sisted of just 40 items-that is, there 
were 40 exclusions, deductions and cred
its. Today, that list has expanded to over 
100 items. 

Tax expenditure growth can also be 
understood in dollar amounts. The tax 
expenditure budget has grown from $44 
billion in 1968 to over $260 billion in fis
cal year 1982. 

Here is another fact. Since 1975, the 
revenue losses resulting from tax ex
penditures are rising faster, 14 percent 
a year, than direct outlays which are ris
ing at 11 percent. 

A RECENT CRS REPORT ON TAX EXPENDITURES 

When the Congressional Budget and 
Impoundment Control Act was amended 
in 1974, it required, for the first time, 
that the budget report include estimates 
of tax expenditures. These estimates per
mit us to fully appreciate the magnitude 
of tax expenditure growth. 

At my request, the Congressional Re
search Service prepared an analysis 
showing the growth in tax expenditures 
compared to the Federal budget. 

Let us look at some of the figures com
piled by CRS. Between fiscal year 1974 
and fiscal year 1980, tax expenditures ex
ploded by $120 billion, or 162 percent. 
Even more astounding is that the per
centage growth of tax expenditures ex
ceeded both total outlays of Federal 
funds, which grew by 111 percent, and 
total income tax receipts, which ex
panded by 96 percent. 

In short, the percentage increase 1n 
tax expenditures in any given year is 
now outpacing the growth in inflation, 
total income tax receipts, and outlays 
from Federal funds. 

If we are serious about getting Federal 
spending under control, then we must 
begin to reverse the trend in tax expend!
ture growth. Otherwise, control of the 
Federal budget simply cannot be accom
plished. And I ask my colleagues to join 
with me in calling for an evaluation and 
reduction of tax expenditures. 

Next week I plan to continue my ob-
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servations on tax expenditures by dis
cussing the upside-down effects of these 
subsidies and the options available to 
Congress and the administration in 
achieving a modest reduction in the tax 
expenditure budget. 

Mr. President, I ask unanimous con
sent that the CRS analysis that I re
cently spoke of be printed in the RECORD. 

There being no objection, the material 
was ordered to be printed in the RECORD. 
as follows: 
CONGRESSIONAL RESEARCH SERVICE, 

THE LIBRARY OF CONGRESS, 

February 27, 1981. 
To : Honorable Max Baucus. 
From: Nanna Nota, Analyst in Public Fi

nance , Economics Division. 
Subject: Growth in Tax Expenditures Rela

tive to the Federal Budget Since 1974. 
According to the figures presented in the 

accompanying two tables, total tax expend!-

tures expanded by $121 billion or 162 percent 
between FY 1974 (when estimates of tax ex
penditures were first required in the budget) 
and FY 1980. This is nearly as large as the 
growth in total income tax revenues over the 
same period of $151 million, and over half 
the expansion in total outlays out of Federal 
funds of $221 billion. In terms of percentage 
growth, however, tax expenditures at 162 per
cent considerably outpaced both total outlays 
out of Federal funds, which grew by 111 per
cent, and total income tax receipts, which 
grew by 96 percent. The relevant rows in 
Table 1 are marked by asterisks. 

Projections to FY 1982 based on the Carter 
budget show tax expenditures increasing by 
$71 b1llion or 36 percent; total income tax 
receipts increased by $88 mlllion or 28 per
cent; and total outlays from Federal funds 
increasing by $120 billion or 29 percent. 

Thus tax expenditures have been growing 
and were expected to continue to grow at a 
more rapid rate than total outlays from Fed-

eral funds, which in turn have outpaced in
come tax revenues. 

The tables also break out tax expenditures 
associated with the individual income tax 
from those associated with the corporate in
come tax. The corresponding individual and 
corporate income tax receipts are provided as 
a basis for comparison. Although both tax 
expenditures and tax receipts have been 
growing more rapidly for the individual in
come tax than the corporate income tax, the 
growth of tax expenditures relative to re
ceipts has been greater !or the corporate in
come tax. 

The figures suggest that the revenue cost 
of the current tax expenditure system is so 
large that if all the tax expenditure provi
sions were eliminated, average tax rates could 
be reduced by approximately on~-third and 
st1ll yield the same level of revenue now col
lected. See p. 34-37 of the enclosed CRS re
port on Tax Expenditures !or an explanation 
of this estimate. 

TABLE I.-GROWTH IN TAX EXPENDITURES, INCOME TAX RECEIPTS, AND FEDERAL OUTLAYS, 
FISCAL YEARS 1974 TO 1980 

TABLE 2.-PROJECTED CHANGE, FY 1980-82, BASED ON CARTER BUDGET 

[In millions of dollars, fiscal years] 
(In millions of dollars, fiscal years] 

Absolute 
change 

1974 (actual) 1980 (actual) 1974-80 

(1) (2) (3) 

Tax expenditures: 
Individuals ...... .. ........ 57, 340 152, 308 94, 968 
Corporations ............... 17, 465 43, 505 26, 040 

Total tax expenditures. ... 74, 805 195,813 121,008 

Income tax receipts : 
Individual. ................ 118, 952 244,069 125, 117 
Corporate . . •• ___ __ ........ 38, 620 64, 600 25,980 

Total income tax _________ 157, 572 308, 669 151, 097 
Total outlays, Federal funds ..... 198, 692 419,214 220, 552 

Percent 
change 

1974-80 
(3)+(1) 

(4) 

166 
149 

162 

105 
67 

96 
111 

Tax expenditures : 

1982 

(1) 

Individuals_. ------- ------------------ --- 214, 425 
Corporations ....................... ____ .. 52, 300 

Absolute 
change, 
1980-82 

(2) 

62, 117 
8, 795 

Percent 

f~to!8eZ 
(3) 

41 
20 

-------------------------------
Totaltax expenditures___ _______________ 266,725 70,912 36 

==================== 
Income tax receipts : 

Individual. ............ __________________ 331, 677 87,608 36 
Corporate ... _______ ______ ______ ___ ____ __ 64, 648 

48 ------ - - -------------------------------
Total incon e tax___ ____________ ________ 396, 325 

Total outlays, Federal funds.____________ ______ 538, 817 
87, 656 

119,603 
28 
29 

Source : Calculated by CRS from data presented in U.S. Office of Management anj Budget, Special 
Analyses, Budget of the U.S. Government. Data for fiscal year 1974 from the Budget for fiscal year 
1976, Special Analysis F, table F- 1, p. 108-109 for tax expenditure estimates ; Special Analysis 
B, table B- 2, p. 29 for actual income tax receipts and budget outlays. Data for fiscal years 1980 
and 1982 from the Budget for fiscal year 1982, Special Analysis G. table G- 1, p. 226-230 for tax 
expenditure estimates, and Special Analysis C, table C-2, p. 75, for income tax receipts and budget 
outlays, actual for 1980 and estimates for 1982. 

Source: Calculated by CRS from data presented in U.S. Office of Management and Budget 
Soecial Analyses, Budget of the U.S. Government. Data for fiscal year 1974 from the Budget for 
fiscal year 1976, Special Analysis F. table F-1, p. 108- 103 for tax expenditure estimates; Special 
Analysis B, table B- 2, p. 29 for actual income tax receipts and budget outlays. Data for fiscal years 
1980 and 1982 from the Budget for fiscal year 1982, Special Analysis G, table G-1, p. 226- 230 for tax 
expenditure estimates. and Special Analysis C, table C- 2, p. 75, for income tax receipts and bud&et 
outlays, actual for 1980 and estimates for 1982. 

TAX EXPENDITURES: THE LINK BETWEEN Eco
NOMIC INTENT AND THE DISTRIBUTION OF 

BENEFITS AMONG HIGH, MIDDLE, AND LOW 

INCOME GROUPS 

(Report No. 80-99 E) 
(By Nanna A. Noto, Analyst in Public Fi

nance, Economics Division, Congressional 
Research Service, Library of Congress) 

ABSTRACT 

How are Federal tax expenditures distrib
uted among high, middle, and low income 
groups? This report analyzes data from a 
1978 study by the Senate Budget Committee 
which estimated the distribution of benefits, 
through reduced tax liabilities, among five 
income classes for individual tax expenditure 
provisions. 

By classifying these provisions according 
to four categories of economic behavior, this 
report finds systematic differences in the 
types of tax expenditures which favor sep
arate income grou-ps. Tax expenditures from 
investment-related provisions are associated 
sumptlon and employment-related provi
sions with the middle income groups, and 
need-related provisions with the low income 
group. The overall system of tax expendi
tures is found to benefit the high income 
group relative to the middle income groups. 

Understanding that one income group is 
more llkely than others to ell€age in a spe-

cific category of economic activities holds 
implications for policy-making. It indicates 
that shifting the amount of tax subsidies 
among economic activities can affect the dis
tribution of the tax burden among income 
groups. It suggests that efforts to encourage 
s3. vings and investment by middle income 
groups through tax-expenditure incentives 
may call for an adaptation of current tax 
provisions. 

INTRODUCTION 

Although interest in the question of who 
benefits from Federal programs is perennial, 
the spe:ific focus of that interest may shift 
with the times. Anti-poverty programs of 
the late 1960s and early 1970s stimulated 
efforts to measure the effect of Government 
programs on the redistribution of income. 
In addition to direct cash payment programs 
such as welfare, social security, and unem
ployment compensation, these efforts meas
ured income-in-kind programs such as food 
stamps, housing allowances, and medicare.1 

During the late 1970s, recognition of a large 
dis!)arity in economic growth rates between 
the northern and southern states led to many 
inquiries concerning the net fiow of Federal 
aid (Federal payments net of taxes paid by 
residents) to individual. cities, states, and 
regions.2 

Footnotes at end of article. 

Infia tlon, recession, and slowdown in the 
rate of growth of real personal incomn during 
1979 and 1980 have placed an unus11al eco
nomic squeeze on middle-income groups. 
These circumstances have prompted inquir· 
ies about Federal programs which offer aid 
to the middle class. In addition, the decline 
in worker productivity and the low rate o! 
capital formation in the U.S. economy have 
spurred interest in incentives for personal 
savings and business investment. 

This paper concentrates on how the cur
rent system of tax expenditures works to 
accomplish different economic objectives 
through different income groups. A decision 
to change the amount of subsidy to certain 
economic activities, through tax expendi
tures as they now operate, could have sub
stantial consequences for the distribution of 
income after taxes. Alternatively, a decision 
to redistribute benefits under the present 
tax-expenditure system from some income 
groups to others could call for a shift in 
subsidies from some economic activities to 
others. Using the tax-expenditure system to 
accomplish the dual goals of encouraging 
investment relative to consumption behavior 
and benefiting the middle rather than the 
high-income class appears to call for rede-
signed tax expend! tures. 

A backdrop to this analysis of the distri
bution of subsidies from tax expenditures 
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among income groups is the question of how 
Congress perceives the relationship between 
the distribution of the tax burden achieved 
in the presence of tax expenditures and the 
distribution indicated by the statutory rate 
and exemption structure of the Federal per
sonal income tax. If the statutory rate and 
exemption structure in fact represents Con
gress's intended distribution of the tax bur
den, then tax expenditures, to the extent 
that they reduce the tax liabiUty or some in
come groups more than others, distorts the 
intended distributional structure of the in
come tax. 

Another interpretation considers tax ex
penditures as part of the determination of 
the tax burden. Thus, tax expenditures serve 
as an alternative to lower statutory rates 
and higher exemptions. Tax expenditures 
may consciously be conferred on some in
come groups relative to others in order to 
adjust the pattern of progressivity set by 
the rate and exemption structure.~ Under 
this latter interpretation, if all tax expendi
tures were to be eliminated, Congress might 
be expected to adjust rates and exemptions 
to recapture, at least in part, the distri
butional effect of tax expenditures. 

I. Forms of Federal aid to individuals 
Federal programs can aid individuals by 

transferring income without restrictions as 
to its use; by subsidizing expenditures on 
items such as housing, food, health care, or 
education; and by subsidizing economic be
havior such as earning income or investing. 
The policy tools for achieving those objec
tives can take a variety of forms. Individuals 
may receive benefits directly in the forms of 
cash grants , loans or loan guarantees, and 
tax expenditures. Individuals may also re
ceive benefits indirectly through publicly 
provided services or benefits to corporations. 

Estimating the dollar value of these bene
fits is complex. Data on the overall distribu
tion of benefits across income classes from 
Government programs are not available in 
any standard, regularly published form
from either Government or private sources. 
Taking advantage of a special set of data de
veloped for a 1978 . study by the Senate 
Budget Committee, this report focuses on 
the distribution of tax expenditures across 
income· groups.' Although the data are ac
knowledged to be rough estimates, and thus 
should be interpreted with caution, they do 
offer a. measure of how Federal tax-expendi
ture provisions, designed to achieve a variety 
of economic purposes, may work through dif
ferent income groups to achieve those pur
poses. 

Aid to individuals other than through tax 
expenditures is mentioned briefiv here only 
to indicate the ma.~Znitude and complexity of 
the task that would be involved in attempt
ing to fully account for the benefits of Fed
eral programs to individuals in a specific in
come group such as the middle class. 

Direct grants may be unrestricted cash 
transfers such as public assistance, social se
curity, and veterans' benefits, or they may be 
restricted aid such as the food stamp, medi
care, and rent supplement programs. These 
cash or cash-equivalent grants generally aid 
low income groups. 

Loan and loan-guarantee programs such as 
the large mortgage programs of the FHA 
(Federal Housing Administration) or the VA 
(Veterans Administration) may offer the in
dividual borrower lower interest rates, lower 
downpayments, or longer maturities than 
would conventional lenders. Working through 
insurance protecting private lenders and 
through secondary mortgage market opera-

tlons, programs such as those of GNMA 
(Government National Mortgage Associa
tion) also supply funds to designated groups. 
Because of limits on the size of these 
loans, Government loan programs generally 
do not benefit high income households capa
ble of borrowing in private credit markets. 
And because these loan programs are aimed 
at households capable of paying back the 
loans, they seldom benefit households in the 
lowest income groups. Government direct 
loan and loan-guarantee programs are most 
likely to be aimed at middle income house
holds unable to borrow on their own in the 
private credit market, or at least unable to 
borrow on terms as favorable as those the 
Government offers. 

Among the Federal programs and regula
tions indirectly benefiting the middle class 
are price supports for farmers, wage protec
tion for construction workers, and the pro
vision of public education. How much these 
Federal activities benefit each income group 
is difficult to say.s 

This report addresses the distribution of 
tax expenditures only. Overall conclusions 
about how specific income groups benefit 
from Federal programs would be more B£

curate if the effect of direct expenditure and 
indirect subsidy programs could be ac
curately measured. 

II. Economic intent of tax expenditure 
provisions 

Tax expenditures associated with the Fed
eral personal income tax commonly take the 
form of the exclusion, exemption , or deferral 
from taxation of certain types of income, or 
a preferential rate of tax on certain income. 
They also may take the form of a deduction 
or tax credit for expenditures on selected 
activities.e 

The origins of tax-expenditure provisions 
are varied. Some appear in retrospect to be 
almost accidental, with the current pre
dominant use quite different from the orig
inal intent. They often stem from efforts to 
draw up legal definitions of taxable income 
and deductible expenses associated with 
earning income. An example is the interest 
deduction. It began as a deduction for inter
est expenses apparently associated with con
ducting business. Now the bulk of interest 
deductions under the personal income tax is 
accounted for by interest payments on home 
mortgages and consumer credit. Efforts to 
eliminate a tax-expenditure provision gen
erally must contend with pressures from 
current m:ers. Consequently, tax expendi
tures tend to be identified by their current 
usage, with their original intent frequently 
forgotten . 

Ta.x expend! tures are cften presented ac
cording to functional groups which corre
spond to Federal budget outlay categories. 
for examp!e, national defense, energy, com
merce and housing credit, health, and income 
security. This fac111tates the comparison be
tween the amount of tax expenditures and 
direct expenditures for a given functional 
area, now that the Congressional Budget Act 
of 1974 (P.L. 93-344) requires that tax ex
penditures be listed in the Federal budget. 
The list of tax expenditures, along with their 
projected revenue costs for the current and 
subsequent two fiscal years, can be found in 
Special Analysis G of the Federal hudget.7 

This report organizes the individual tax
expenditure items in an alternative way 
which emphasizes their dominant economic 
character. The tax expenditures examined 
here have been classified into four broad 
categories of economic behavior-investment, 

Footnotes at end of article . 

consumption. employment, and need.s These 
categories are described briefiy here and in 
greater detail in Section III. 

The investment category includes provi
sions offering special ta.x treatment of certain 
income or expenditures related to investment 
activities other than owner-occupied hous
ing. This includes income from such sources 
as capital gains and interest on municipal 
bonds, and expenditures on such items as 
business equipment and research and devel
opment. 

The consumption category includes provi
sions offering special tax treatment of ex
pend! tures related to consumption, broadly 
defined to include capital gains on housing, 
fellowship income and parental support of 
students, and State and local taxes as pay
ments for the consumption of publtc services, 
as well as expenditures for charitable con
tributions, casualty losses, and interest ex
penses, among others. 
. The employment category includes provi

sl~ns offering special tax treatment of fringe 
benefits received in connection with employ
ment. 

The need category includes provisions of
fering special tax treatment of income re
ceived presumably because of financial need, 
including retirement benefits, disa.billty com
pensation, unemployment insurance, and 
public assistance. 

An examination of the distribution of tax 
expenditures S£ross five income groups re
veals that taxpayers at all levels of income 
receive at least some benefits from almost all 
of the tax expenditure items. Individual tax 
expenditures, however, are likely to differ 
substantially in the fraction of benefits going 
to low, middle, or high income groups. 
Classifying tax expenditures by the four cate
gories of economic behavior reveals that the 
nature of the provisions which benefit pri
marily the middle class is likely to differ sys
tematically from those which benefit pri
marily either low or high income groups. 

Acknowledging the somewhat arbitrary 
classification of the 69 ta.x expenditure items 
into four behavioral categories and the 
roughness or the estimates of the distribu
tion of tax exoenditure benefits by income 
class, this study nevertheless reaches several 
conclusions. In general, middle income 
households are most likely to benefit from 
tax expenditure provisions related to con
sumption and employment. Low income 
households are most likely to benefit from 
the provisions related to need. And high 
income households are most likely to benefit 
from the provisions related to investment. 

This two-way classification of tax expendi
ture items, both by behavior categories and 
by income g-roups, highlights the fact that 
tax expenditure provisions aimed at separate 
asuects of national economic behavior tend to 
work through different income groups. Thus, 
because tax-expenditure legislation may have 
specific economic purposes, it is reasonable 
to assume that the income groups which 
tend to engage most heavily in that behavior 
would benefit more than the others from the 
tax provision. 
III. Individual tax-exvenditure provisions 

comvosing the economic cateqories 
The individual tax-expenditure provisions 

maklng up each of the four economic-be
havior categories of investment, consump
tion, employment, and need are presented in 
tables 1 through 4, located on pages 20 
throuP;h 23. Within each table. the indi
vidual items generally are ordered by de
creasing size of the total dollar benefits or 
revenue losses estimated for the tax ex-
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penditure provision in fiscal year 1978. Ex
ceptions occur where smaller provisions have 
been placed under a larger provision of a 
highly similar nature, suggesting that the 
provisions be considered together as a cate
gory. Examples of these groupings include 
depreciation, tax exempt bonds, charitable 
contributions, and veterans' and military 
pensions. 

Data Source 
Th-3 data on tax expenditures which pro

vide the basis for this analysis are derived 
from a study on Tax Expenditures con
ducted in 1978 by the Senate Budget Com
mittee. Th&t study estimated the total rev
enue loss and the percentage distribution 
of Lax expenditure.:; among five income 
groups for each tax expenditure item. 

The total benefits, in millions of dollars, 
presented in the first column, are the esd
mated revenue losses associated with the tax
expenditure provision for the individual, as 
opposed to the corporate, income tax for 
fiscal year 1978. The remaining five columns 
present the estimated percentage distribu
tion of benefits from the tax-expenditure 
items across five expanded gross income 
classes 0 : under $10,000; $10,000 to $20,000; 
$20,000 to $30,000; $30 000 to $50,000; and 
over $50,000. The first category, under 
$10,000, is considered low income. The last 
category, over $50,000, is considered high in
come. The three groups in between, ranging 
from $10,000 to $50,000, are considered mid
dle 1ncome.1o 

Problems in Measuring Tax Expenditures 
The estimates presented in tables 1 through 

4 ara subJect to at least three measurement 
problems. First, the estimates of the distri
bution across income classes for an individ
ual provision are very rough. They were in
tended simply to indicate in a general way 
whether specific tax expenditures provide tax 
savings largely to low, middle, or high income 
taxpayers. a 

Second, revenue losses associated with de
ductions tend to be overstated, while those 
associated with exclusions are understated. 
Each tax expenditure is analyzed as marginal 
or incremental _ with an other provisions as
sumed to remain in place. Thus the existing 
marginal tax bracket is applied to the calcu
lation of the revenue cost of the tax expend
iture. If any one deduction was eliminated, 
aU others would be worth less, in the aggre
gate, because taxpayers would have less de
dul:tions pushing them beyond the zero
bracket amount, and fewer would itemize 
deductions. In contrast, the revenue gain 
ant.lcipated from the elimination of an ex
clusion tends to be underestimated. In the 
absence of the exclusion, taxpayers would 
move into higher tax brackets. The revenue 
loss estimate, however, is based on the mar
ginal bracket in effect in the presence of the 
exelusion. 

Third, these calculations do not take into 
ac<.:ount the possible interdependence among 
the tax-expenditure items. If one provision 
was eliminated, the use of others might rise 
or fall because the behavior of taxpayers 
changes in response to altered tax incentives. 
An example of this is provided by two esti
mates of the revenue cost of itemized deduc
tions for fiscal year 1981. If each item is con
sidered separately, the sum of these individ
ual expenditures is $58.9 billion. But if all 
the provisions are considered together, the 
estimated revenue loss is lower, at $44.5 
blllion.l!! 

Footnotes at end o! article. 

This analysis does not take into account 
indirect distributional consequences of tax
payer behavior altered by tax-expenditure 
incentives. Examples are the capitalization 
of the tax advantages of homeownership 
leading to higher prices for owner-occupied 
houses or the tax-free status of State and 
local bonds resulting in lower interest rates 
for those debt instruments. 

These measurement problems are a warn
ing that the figures presented in this report 
for both the dollar revenue loss and the per
centage distribution of benefits should be 
interpreted with caution as rough estimates. 

Investment-related tax expenditure pro
visions, presented in table 1, include special 
tax treatment of items, on both the expendi
ture and income sides of the taxable-income 
calculation, that are related to investment 
activities other than owner-occupied hous
ing. On the expenses side, the largest item 
in terms of foregone revenue cost is the 
investment tax credit. On the income side, 
the large items include the exclusion and 
deferral of capital gains transferred at death 
and by gift, capital gains, exclusion of in
terest of life-insurance savings, and exclu
sion of interest on State and local bonds. 

For the majority of the individual provi
sions in this category, over 60 percent of the 
dollar benefits in tax savings are estimated 
to go to taxpayers with incomes over $50.000. 
Some exceptions, which give a greater frac
tion of benefits to the middle-income groups. 
are the investment tax credit, the dividend 
exclusion, exclusion of interest on life in
surance savings, the expensing of certain 
agricultural outlays, and the deferral of in
come on savings bonds. 

Another group of tax expenditures. not 
Rr.count.od for here, which also are associated 
with the investment category are those re
lated to the corporate income tax. It is 
normally assumed that tax expenditures, 
like taxes, on corporate income are shifted 
to the owners of capital who generally are 
in the highest income class. Thus, by omit
ting the analysis of corporate provisions, the 
estimates of tax expenditure benefits going 
to the investment category and to the high
est income class are no doubt understated. 

Consumption-related tax-expenditure pro
visions, presented to table 2, involve the con
sumption activities of taxpayers. This is 
defined to include income and expenses re
lated to owner-occupied housing, which is 
considered here as a final good rather than 
an intermediate good used in production. 
The largest consumption provisions. meas
ured in terms of foregone revenue ~ost, in
clude the deductib111ty of nonbusiness State 
and local taxes, the deductibllity of mort
gage interest and property taxes on owner
occupied hOJ'les, the deductibllity of chari
table contributions, and the deductib111ty 
of medical expenses. 

At least 60 percent of the tax expenditures 
from most provisions in this category benefit 
the three middle-income groups-$10,000 to 
$20,000, $20,000 to $30,000, and $30,000 to 
$50,000. Exceptions which benefit the lowest 
income group more are two provisions re
lated to education-the exclusion of income 
from scholarships and fellowships and vet
erans' education benefits through the G.I. 
bill. The exceptions which give a large frac
tion of benefits to the highest income group 
include the deductib111ty of charitable con
tributions and the exclusion of capital gains 
on home sales for persons aged 65 and over 
(likely to be aggravated in this direction 

under the 1978 law permitting exclusion of 
up to $100,000 for persons aged 55 and over). 

Employment-related tax-expenditure pro
visions, presented in table 3, generally en
compass the exclusion from taxable income 
of employer contributions for employee bene
fits and provisions relating to earned or labor
related. as opposed to investment, income. 

The largest employment provisions in terms 
of foregone tax revenues include the net ex
clusion of penman contributions and earn
ings, for both employer and self-employed 
plans, and the exclusion of employer con
tributions for medical insurance premiums 
and medical care. 

Over 70 percent of the benefits deriving 
from most provisions in the employment
related group go to taxpayers in the three 
middle-income groups from $10,000 to $50,000. 
The exceptions, which grant a high fraction 
to the highest income group, are the net 
exclusion of pension plans for the sell
employed, the new jobs tax credit, the maxi
mum tax on earned income, and the exclusion 
of certain income earned abroad by U.S. 
citizens. The exception which grants the bulk 
of its benefits to the lowest income group is 
the exclusion of benefits and allowances to 
Armed Forces personnel. 

Need-related tax-expenditure provisions, 
presented in table 4, generally refer to the 
exclusion from taxable income of certain 
sources of income provided presumably on 
the basis of financial need. The largest among 
these in terms of foregone revenues are the 
exclusion of social security benefits, the ex
clusion of unemployment insurance benefits, 
the earned income credit, and the additional 
exemption for the elderly. 

For the bulk of these provisions, over 50 
percent of the benefits are estimated to ac
crue to the lowest income group, with in
comes under $10,000. Exceptions, which con
fer over 50 percent of their benefits on the 
middle-income groups, are the exclusion of 
veterans' disab111ty compensation and m111-
tary disab111ty pensions, the exclusion of un
employment insurance benefits, the addi
tional exemptions for the elderly and the 
blind, and the exclusion of sick pay. Even 
within this group of exceptions, most of the 
benefits are concentrated in the lower end 
of the middle-income range, $10,000 to $20,-
000. As might be expected from the category 
label of need, very few of the benefits in this 
group of provisions go to taxpayers with in
comes over $50,000, or even to those with over 
$30,000. 

SUMMARY 

In this section, tax expenditures were 
treated as individual items. An effort was 
made to identify a pattern of income dis
tribution which describes most of the items 
in each of the four economic behavior cate
gories, although exceptions to that pattern 
were acknowledged. In addition, an effort was 
made to identify the specific tax-expenditure 
items which, because of their large dollar 
magnitudes, are likely to dominate the be
havior of the group to which they are 
assigned. 

The next section focuses on the four ag
gregate categories of investment, consump
tion, employment, and need. It summarizes 
the overall distribution of tax-expenditure 
benefits among the four economic categories 
and the five income groups for fiscal year 
1978. The reader is cautioned once again that 
because of the roughness of the income-dis
tribution estimates and the sometimes arbi
trary classifications of the individual tax
expenditure items into the four economic 
categories, the statistics presented on the 
distribution of tax-expenditure benefits 
should be interpreted only as approxima
tions. 
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TABLE I.-INVESTMENT-RELATED TAX EXPENDITURES 

Total benefits 
to individuals 

fiscal year 1978 
(millions) 

Distribution of benefits by expanded gross income class, fiscal year 1978 (percent) 

Tax expenditure item 

Investment expenses: Investment tax credit. _________________________ . ____________________________ _ 
Expensing of certain agricultural outlays. _______________________ ------- ___________ _ 

Depreciation: 
Excess ht-yr. depreciation __ ----------- _____ ------ ______ ---- ____________ _ 
Depreciation on rental housing in excessofstraightline ______________________ _ 
Depreciation on other buildings in excess of straight line ____________________ _ 
Asset depreciation range. ___ _________ _______ __________________________ __ _ 

Excess of percentage over cost depletion ____________________________ ____ ___ ___ _ 
Expensing of intangible drilling, exploration. and development costs ________ ____ __ _ 
Expensing of construction period interest and taxes __ ___________________________ _ 
Expensing of research and development costs . --- -------------------------------
Housing rehabilitation: 5-yr. amortization •• __ ----- __ __ __ ----------._. _________ _ 

Investment income: 
Capital gains: 

S2, 390 
445 

145 
300 
125 
115 
340 
300 
140 
30 
10 

Exclusion and deferral of capital gains transferred at death and by gift __ _ .. _. __ 5, 116 
Capital gains (other than farming, timber, iron ore, a~d coal) _________ .____ ___ 7, 430 
Capital gains treatment of certain income related to farmland . ___ . ______ . __ _ ._ 350 
Capital gains treatment of certain income related to timber____ _______________ 60 

Capital gains treatment of royalties of coaL----- --- ---- --- --------- ------------ 50 
Capital ~a ins treatment of royalties on iron ore. ________________________ ._._ 5 

Exclusion of Interest on life insurance savings ... -- ---- -- ---- - ------------------- 2, 025 
Tax-exempt bonds: 

Exclusion of interest on general purpose State and local debt. __ •. _. ___ .. _._.. 1, 925 
Exclusion of interest on State and local industrial development bonds __ _ _ _ _ _ _ _ 115 
Exclusion of interest on State and local government pollution control bonds __ __ . 110 

Deferral of income on savings bonds.---------- ------ ------- ------------------- 625 Dividend exclusion. __________________________________________ -------________ 475 

Under $10,000 to 
$10,000 $20,000 

7. 7 24.1 
5. 3 18.1 

2. 1 3. 6 
2. 2 3. 4 
2.1 3.6 
3. 0 9. 0 
2. 3 3. 6 
2. 4 3. 8 
2. 0 3. 3 
0 3. 3 
0 0 

1.8 6. 8 
1.7 6. 9 
1.5 7. 0 
1.8 5. 4 
2. 2 6. 6 
0 0 

13.6 22.5 

.1 2. 5 
0 2.1 
0 1.2 

14.2 22.4 
9.1 24.0 

~20,000 to $30,000 to Over 
$30,000 $50,000 $50,000 

18.7 19.9 29.6 
17.1 24.8 34.7 

3. 6 15.0 75.7 
3. 7 15.0 75.6 
3.6 15.0 75.7 
8.0 20.0 60.0 
3. 6 15. 1 75.4 
3. 8 15.2 74.8 
4. 0 14.7 76.0 
3.3 13.3 80.0 
6. 7 13.3 80.0 

8.1 15.6 67.7 
8.1 15.6 67.7 
8. 2 15.4 67.9 
9. 0 16.4 67.3 
8. 9 15.6 66.7 
0 20.0 80.0 

18.4 17.5 28.0 

3. 4 8. 7 85.3 
3. 2 8. 4 86.3 
3. 5 8. 2 87.1 

18.3 17.3 27.9 
24.7 23.3 18.9 

--------------~------------------------------------------------Total, investment related I ___ __ .. _____ ._. ______________ . ___ _ ._______________ 22, 626 3. 9 10.5 10.2 15.9 59. 5 

1 See notes at end of table 4. 

TABLE 2.-CONSUMPTION-RELATED TAX EXPENDITURES 

Total benefits 
to individuals 

fiscal year 1978 
(millions) 

Distribution of benefits by expanded gross income class, fiscal year 1978 (percent) 

Tax expenditure item 
Under $10,000 to 20,000 to $30,000 to Over 

$10, ()()() $20,000 $30,000 $50,()()() $50,000 

1.1 14.0 22.3 23.4 39.2 
3. 2 30.9 36.3 20.1 9. 3 

Deductibility of nonbusiness State and local taxes (other than on owner-occupied homes and vasoline)_ __ __ __ __ __ __ __ __ __ __ __ __ __ __ __ ____ __ __ __ __ __ __ __ __ __ __ __ __ __ __ __ $8, 505 
Deductibility of nonbusiness State vasoline taxes____________________________________ 760 

1.9 19.4 28.4 24.6 25.7 
2. 0 24.5 36.0 25.2 12.3 

Deductibility of property taxes on owner-occupied homes_____________________ ________ 4, 665 
Deductibility of morteaee interest on owner-occupied homes_____________ _____________ 4, 985 
Deductibility of charitable contributions : 

Education_________ ___ ______________________________________________________ 585 . 4 3.2 4.8 18.3 73.3 
Health. ___ ___ _____ _____ ____ ____________________________ ------______________ 875 1.3 7. 6 12.7 19.6 58.9 
Other__________________________ ____ ________ __ ______________ ________________ 4, 370 1.4 15.3 22.0 18.1 43.2 

Deductibility of medical expenses. ______ ------ __________________ ----------________ 2, 435 6.0 31.7 28.4 18.3 15.6 
Deductibility of interest on consumer credit_________________________________________ 2, 120 2.0 24.5 35.9 25.2 12.3 
Deferral of capital gains on home sales___________________________________________ __ 935 4.0 42.8 33.7 14.6 4. 8 
Exclusion of capitaleains on home sales for persons aee 65 and over---------------- -- 70 2. 5 15.0 17.5 15.0 50.0 
Parental personal exemption for students aee 19 or over ___ ------------------------__ 770 15.3 57.7 5. 9 6.0 15. 1 
Exclusion of scholarships and fellowships.---------------------- -------------------- 295 49.0 38.8 6.1 4.1 2. 0 
Exclusion of Gl bill benefits·------- ----- -------- -------------------- ---------- -- -- 200 63.5 28.5 5.8 1.5 • 8 
Credit for child and dependent care expenses__________ _______________________ ______ 525 13.6 43.6 33.0 8.2 1.6 
Deductibility of casualty losses .. ______________________________ __________ __________ 360 4. 4 28.7 19.1 23.7 24.1 
Credits and deductions for political contributions------------------------------------ 60 15.3 31.8 22.4 15. 3 15.3 

------------------------------------------------------------------
Total, consumption related~------------------------------------------------ 32,515 3.4 21.5 26. 2 21.4 27.7 

1 See notes at end of table 4. 

TABLE 3.-EMPLOYMENT-RELATED TAX EXPENDITURES 

Total benefits 
to individuals 

fiscal year 1978 
(millions) 

Distribution of benefits by expanded gross income class, fiscal year 1978 (percent) 

Tax expenditure item 
Under $10,000 to ~20,000 to $30,000 to Over 

$10,000 $20,000 $30,000 $50,000 $50,000 

Net exclusion of pension contributions and earnings : 
Employer plans ____ .-------- ______ ---------------- __________ --------________ $9, 940 5. 2 29.2 29.9 19.2 16.5 
Plans for self-employeil and others____________ ______ __________________________ 1, 650 2. 4 13.7 19.1 25. 1 39.6 

Exclusion of employer contributions for medical insurance premiums and medical care... 6, 340 10.5 33. 1 27. 8 15. 9 12. 7 
Exclusion of benefits and allowances to Armed Forces personneL_______ __ ____________ 1, 260 52.5 37. 0 5. 0 4.1 1.4 
Exclusion of other employee benefits: 

Premiums on group term life insurance·--------------------------------------- 905 10. 5 33. 1 27.8 15.9 12.7 
Premiums on accident and accidental death insurance___________________________ 75 10. 0 34. 3 27. 1 15.7 12.9 
Privately financed supplementary unemployment benefits._______________________ 10 30.0 40.0 20. 0 10. Q 0 
Contributions to prepaid legal services plans____________________________________ 10 20.0 40. 0 20.0 20.0 0 

New jobs tax crediL.--- -- ------------ ------------------------------------------ 985 8. 0 24.0 18.4 20.0 29.6 
Maximum tax on earned income·-------------------------------------------------- 665 0 0 0 0 100.0 
Exclusion of certain income earned abroad by U.S. citizens___________________________ 360 7. 3 12.5 18.7 32. 1 29.4 
Exclusion of employee meals and lodging (other than military)__________ __ ____________ 300 12.5 50.0 14.3 12.5 10.7 

9. 5 28.7 25. 3 17.3 19.3 Total, employment-related ' ---- --------------------- -- -- ---------- ---------------2-2-, 5-0-0----------------------------:-::--:-

'See notes at end of table 4. 
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TABLE 4.-NEED-RELATED TAX EXPENDITURES 

Total benefits 
to individuals 

fiscal year 1978 
(millions) 

Distribution of benefits by expanded gross income class, fiscal year 1978 (percent) 

Under $10,000 to $20,000 to $30,000 to Over 
$10, 000 $20, 000 $30, 000 $50, 000 $50, 000 Tax expenditure item 

56.6 23.4 9. 5 6. 7 3. 8 
56.6 23.4 9. 5 6. 7 3. 7 
56.8 23.4 9. 6 6. 8 3. 4 

Exclusion of social security benefi ts : 
For the aged (OASI)_________________________________________________________ $4,210 
For dependents and survivors _____________________ •• ____ ---- ----------------__ 950 
For the disabled .•. __________________________________________________________ 550 

Exclusion of railroad retirement benefits ••••• __ - - __________ -- ______ •••• ---- __ --____ 265 56.8 23.2 9. 6 6. 8 3. 6 
Exclusion of veterans benefits: 

17. 3 43. 2 26.3 9. 8 3. 4 
85.7 14. 3 0 0 0 

Disability compensation •• ________________ -- ________ ------ __ ----------------__ 840 
Pensions •• ___ •• ________________ ------ ______ ---------- ______ ------__________ 40 

47.6 38. 1 9. 5 3. 8 . 9 
56.7 23.5 9. 4 6. 7 3. 7 
58.0 24.0 10.0 6. 0 2. 0 

Exclusion of military disability pensions______ _____ _____________ _____ _____ __________ 115 
Exclusion of workers' compensation benefits________________________________________ 835 
Exclusion of special benefits for disabled coal miners ... •. -- - ------------------------ 50 
Earned income credit: 

100.0 0 0 0 0 
100.0 0 0 0 0 

Refundable. ____ ____________ .. ________ ---- __ .. __ --- - ------ . . --------------__ 945 
Nonrefundable ___________________ _ .. ____ -- ______ ________ .... ---- .. --------__ 285 

36.7 39. 7 14.9 5. 3 3. 4 
32.8 30. 9 13.2 11.1 11.9 
78. 5 15. 5 5. 1 . 9 0 
65.2 30.0 4. 3 . 4 0 
15.4 59. 1 12. 7 7. 3 5. 4 
30.0 30.0 15.0 10.0 15.0 

Exclusion of unemployment insurance benefits____________________________________ __ 1, 200 
Add itional exemption for the elderly_______________________________________________ 1,155 
Fxclusio~ of publ ic assistance benefits •• ------------- ..•• __ ..... ----------- .. ----__ 345 
Tax crEdit for the elderly___ __ ____________________________________________________ 250 
Exclusion of sick pay •••.. ------------ -- ----------------------------------------- 75 
Add itional exemption for the blind •••••. ___ _____ .......... ________ .. __ ------ .... __ 20 

-----------------------------------------------------
Total, need-related'-- -------- ---------- ---------- ------------------------ 12,130 54.6 25.0 10. 4 6. 2 3. 9 

1 The total dollar value of benefits for each income class was calculated by CRS by multiplying 
the total benefits for each tax expenditure item by its percentage distribution for an income class, 
and then summing the resulting estimated dollars of benefit within each income class . The total 
percentage figures were obtained by dividing the dollar total for each income class by the sum of 
the 5 separate income-class calculations. The numbers behind these percentage calculations are 
reported in table A-1. 

Source: U.S. Senate, Committee on the Budget, Tax Expenditures: Relationships to Spending 
Programs and Background Material on Individual _ Provisions, committee print, 95th Congress, 
2d sess1on (Washmgton, D.C.: U.S. Government Pnntmg Office, 1978), reference pages as noted 
1n table. 

IV. The link between economic intent and 
income groups 

There are two convenient ways to demon
strate the link between income groups and 
economic behavior categories. One is t o sur
vey t he tax expenditures received by each 
income group and det ermine which category 
of economic behavior accounts for the larg
est fraction of those benefits. The other is 
to consider the dist ribution of tax expendi
tures within one category of economic be
havior and ask which income group is re
ceiving the largest fraction of the tax sub
sidies to that economic activity. These sum
mary percentages are presented by income 
class, in table 5, and by economic category, 

in table 6. These simple percentages high
light how the relative importance of the 
separate economic behavior categories can 
di ffer considerably for the low, middle, and 
high income groups. Recall that these dis
tributions reflect the situation as measured 
in fiscal year 19-78. 

Distribution Within Income Groups. The 
percentages in table 5 indicate how, moving 
up the income scale, the relative emphasis 
in the distribution of benefi ts shifts from 
no:>ed. to employment, to consumption, and 
finally to investment-related tax-expenditure 
provisions. For taxpayers with (expanded 
gross) incomes under $10,000, over 60 percent 
of the tax expenditures received fall under 

the provisions related to need. For taxpayers 
in the $10,000 to $20,000 range, 34 percent of 
the benefits derive from employment-related 
provisions and 37 percent from consumption
related provisions. For taxpayers in the $20,-
000 to $30,000 range, 32 percent of the bene
fits are related to employment, and 48 
percent to consumption. Taxpayers in the 
$30,000 t o $50,000 range receive 26 percent 
of their benefits from employment-related, 
46 percent from consumption-related , and 
24 percent from investment-related provi
sions. For taxpayers in the highest income 
group, over $50,000, 33 percent of the benefits 
derive from consumption-related and 49 per
cent from investment-related activities. 

TABLE 5.-WHICH ECONOMIC BEHAVIOR CATEGORY PROVIDES THE MOST TAX EXPENDITURES FOR EACH INCOME CLASS? 

!Percent distribution within income class, fiscal 19781 

Expanded gross income class 

$10,000 to $20,000 to $30,000 to 
Economic behavior category All Under $10,000 $20, 000 $30, 000 $50, 000 $50, 000 

Investment. ____________ .. _______ ______________________________________________ _ 25. 2 8.2 12.6 13.0 23.7 49. 4 
36.2 10.2 37.0 47.9 45.7 33. 0 
25.1 19.9 34. 3 32.0 25. 6 15. 9 
13.5 61.7 16.1 7. 1 4. 9 1.7 

Consumption ••.... ___ __ _ .. ______ .. _________________ ____ ________ ________________ _ 
Employment. ___ .. ____________________ _____________ _____________ __ _____________ _ 

Need ••• _____ .. __ .... -- .. ----------------------------------- - -------------------------------------------------------------------------Total '- ____________ .... ______ .• ________ ..•• _____ __________ _ . • __ •••. __ ___ _ 100.0 100. 0 100.0 roo. o 100.0 100.0 

1 Individual columns may not sum to 100 because of rounding. 

Distribution Within Categories of Eco
nomic Behavior. A similar pattern of pro
ga-ession can be seen in table 6 which pre
sents the percentage distribution of benefits 
across the income groups within each of the 
four categories of economic behavior. Among 
the investment-related provisions, 60 percent 

Source : CRS calculation based on data presented in table A-1. 

of the benefits go to households with incomes 
of $50,000 or over. Benefits from consump
tion-related provisions are divided approx
imately equally among the four income 
groups of $10,000 and above. Over half the 
benefits from employment-related provisions 
go to households in the $10,000 to $20.000 

and the $20,000 to $30,000 range. Over half 
the benefits from need-related provisions go 
to households with income under $10,000. 
Again, the progression in the distribution of 
benefits from need, to employment, to con
sumption, to investment is apparent moving 
up the income scale. 

TABLE 6.-WHICH INCOME CLASS RECEIVES THE BULK OF TAX EXPENDITURES FROM EACH ECONOMIC BEHAVIOR CATEGORY? 

!Percent distribution within economic behavior category, fiscal 19781 

Expanded gross income class 

$10 000 to $20,000 to $30,000 to 
All Under $10,000 $20, 000 $30, 000 $50,000 $50, 000 Economic behavior category 

100 3. 9 10.5 10.2 15.9 59. 5 
100 3. 4 21.5 26.2 21.4 27.7 
100 9. 5 28.7 25.3 17.3 19.3 
100 54.6 25.0 10. 4 6. 2 3. 9 

100 12.0 21.0 19. 8 16.9 30. 4 

I Rows may not add to 100 because of rounding. Source: CRS calculation based on data presented in table A-5. 
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The findings of this section emphasize the 
strong identification that exists between an 
income group and the dominant category of 
economic behavior which characterizes the 
tax expendi ture benefits it receives. In gen
eral, tax expenditure benefits related to need 
tend to be identified with the low-income 
group, employment with the middle-income 
group, consumption with both the middle
and high-income groups, and investment 
with the high-income group. 

In t he effort to assess which income group 
receives the greatest net benefit from the 
system of tax expenditures viewed as a whole, 
the next section concentrates on the distri
bution of benefits from the total of all tax 
expenditures considered together. Section V 
evaluates the income progressivity of tax 
expenditures in t he aggregate and the im
pact they have on the progressivity of the 
personal income tax. 

V . Tax expenditures and the progressivity oj 
the income tax 

Because tax expenditures represent a re
duction in tax liabilities and consequently 
a reduction ln potential tax revenues, a tax 
expenditure concession to one income group 
increases the tax burden on others . Further, 
in order to maintain the same level of reve
nue from the personal income tax, average 
statutory rates must be higher, or the zero 
bracket amount and personal exemption 
must be lower than they would be in the ab
sence of tax expenditures. 

Any conclusion about whether the exist-

ence of tax expenditures acts to redist ribute 
income depends upon the assumption made 
about what the tax system would be like in 
the absence of tax expenditures. If tax ex
penditures were phased out, would Congress 
choose to offset higher revenue collections 
through an across-the-board tax cut, ben
efiting all income groups in proportion to 
their income? If so, then the current tax
expenditure system can be judged as redis
tributing income away from that norm. Al
ternatively, it might be anticipated that 
Congress would seek to preserve the distri
bution of the tax burden which now prevails 
with tax expenditures in place. In the latter 
case, tax expenditures cannot be judged as 
distorting the tax system away from the de
sired norm. Rather, tax expenditures may be 
serving as an alternative to adjusting stat
utory rates and exemptions differentially by 
income group. 

Measuring the progressivity of the tax ex
penditure system provides information 
which is instructive under either of these 
alternative assumptions. The information 
can be used to indicate how the progressivity 
of the tax system implied by the statutory 
rate structure is altered by tax expenditures. 
Or, it can be used to indicate how the statu
tory rate-structure would need to be ad
justed in order to maintain the present dis
tribution o! the tax burden if the tax-ex
penditure system were dismantled. 

The distribution of tax expenditures 
across the income groups is examined here 
according to two standards of progressivity. 

The first is the traditional standard which 
measures the value of tax-expenditure bene
fits as a percent of adjusted gross income. 
The second is a relative standard which eval 
uates the effect of tax expenditures on tax 
payments. 

The individual income-tax system is 
known for being progressive. That is, income 
taxes paid represent a higher fraction of 
income the higher the income group . The 
first row of table 7 illustrates that taxes as 
a fraction of adjusted gross income increase 
from 6.5 percent for those with incomes 
under $10,000, up to 31.3 percent for those 
with incomes over $50,000. 

Applying the traditional progressivity 
measure-as a fraction of Adjusted Gross In
come (AGI)-to tax expenditures reveals an 
irregular pattern, moving up the income 
sca.le. According to the figures presented in 
row 2 of table 7, at the low end of the in
come scale tax expenditures appear mildly 
progressive. The dollar benefit of tax expend
itures for taxpayers with incomes below 
$10.0CO is slightly higher , at 7.6 percent of 
AGT, than for taxpayers in the next income 
group, $10,000 to $20,000 , at 5.1 percent of 
AGI. For the middle-income groups, from 
$10,000 to $50,000, tax expenditures appear 
mildly regressive. That is, they reduce taxes 
in relation to income more the higher the 
income group . For the highest income group. 
over 50,000, tax expenditures appear steeply 
regressive. Tax-expenditure benefits jump 
from 8.8 percent of AGt for taxpayers in the 
$30,000 to $50,000 group to 22.3 percent of 
AGI for those with incomes over $50,000. 

TABLE 7.-PROGRESSIVITY OF TAXES AND TAX EXPENDITURES 

!Percenta2es, 1977 and 1978 11 

Under 
All $10,000 

14. 6 6. 5 
8. 2 7. 6 

22.8 14. 1 

(1) Taxes actually paid as a percentage of AGI _________________________________ ____ _ 
(2) Tax expenditures as a percenta~e of AGI_ ___________ ___ _____ __ ___ ______________ _ 
(3) Full taxes as a percenta~e of AGI (1) plus (2) .. .. ------- ----- ------- --- --------·-
(4) Tax expenditures as a percentage discount from full taxes (2) divided by (3) _______ _ 36.0 53. 9 

Income class 1 

$10,000 to 
$20,000 

10.8 
5.1 

15.9 
32. 1 

$20,000 to 
$30,000 

14. 1 
6.1 

20. 2 
30. 2 

$30,000 to Over 
$50,000 $50,000 

18. 2 31.3 
8. 8 22.3 

27. 0 53.6 
32.6 41.6 

1 Distribution of tax expenditure benefits based on expan:led gross income classes (defined in 
footnote 9, p. 13) for fiscal year 1977-78. Distributions of adjusted gross income and taxes paid 
based on adjusted gross income classes with data from taxable returns filed for the 1977 calendar 
year. 

Source : See appendix, table A-2, for the numbers behind these percentage calculations. 

The relative measure of the effect of tax 
expenditures on the progressivity of the tax 
system involves the concept of the full tax, 1~ 

defined as the sum of taxes actually paid 
plus the value of tax expenditures. The dis
tribution of full taxes across the income 
groups reflects the likely progressivity of the 
income tax if the tax-expenditure system 
were dismantled and no compensating 
changes were made in tax rates for different 
income groups. 

Applying the traditional measure of pro
gressivity to full taxes, as in row 3 of table 7, 
indicates that full taxes would be extremely 
progressive at the high income end of the 
spectrum, rising to 53.6 percent of income 
for the over-$50,000 group. Full taxes would 
be nearly proportional for the two income 
groups under $20,000 , in the 14 to 16 percent 
range. 

The measure of tax expenditures as a per
centage of full taxes indicates the direction 
in which the existence of the tax-expendi
ture system affects the progressivity of the 
statutory rate and exemption structure of 
the individual income tax. According to this 
measure, presented· in row 4 of table 7, the 
group receiving the largest percentage dis
count from their full tax liability is the 
lowest-income group, under $10,000, with a 
discount of 53.9 percent. This can be ex
plained by the low actual-tax liability of this 
group arising from the progressive nature of 
the income-tax system. The other group re
ceiving an above-average discount on its full 
tax liability is the highest-income group, 

Footnotes at end of article. 

over $50,000, with a discount of 41.6 percent. 
The three middle-income groups, from $10,-
000 to $50,000, all register discounts below 
the average of 36.0 percent, at approximately 
the same rates of 32.1, 30.2, and 32.6 percent. 

The average figure of 36 percent suggests 
that if the tax-expenditure system were to 
be eliminated and, in compensation, taxes 
were reduced · proportionately across all in
come groups, average tax rates could be cut 
by approximately one third. If, instead of 
making such an across-the-board tax cut, 
Congress were interested in preserving the 
current progressivity of tax liabilities, it 
would grant a higher than average rate cut 
to the lowest- and highest-income groups, 
and a lower than average cut to the middle
income groups. 

Conclusions as to the effect of tax expendi
tures on the progressivity of the income tax 
are sensitive to the· standard of measure 
used. Both the traditional and relative pro
gressivity comparisons made in this report 
indicate that, in fiscal 1978, the greatest ab
solute benefit from tax expenditures went 
to the highest income group, over $50,000. 
The relative progressivlty com-arison, meas
ured as a fraction of full taxes, shows net 
benefits from tax expenditures going to the 
group with the lowest taxable income, under 
$10,000, as well as to the highest-income 
group. 

Because tax expenditures are nonrefund
able, the very-lowest-incO!Ille groUJp, which is 
off the scale of taxable income, receives es
sentially no benefit from the tax expenditure 
system. The group with income just high 

enough to be subject to tax would benefit 1! 
tax expenditures were replaced by general 
increases in the dollar size of the personal 
exemption or the zero-bracket amount. These 
changes would raise the ceiling on the level 
of income not subject to tax, thus increasing 
the number of people at the low end of the 
income scale who are not liable for income 
taxes. 

Section VI updates the estimated growth 
o! tax expenditures in the !our economic
behavior categories between fiscal 1978 and 
1980. Drawing upon the relationship between 
income groups and categories o! economic 
behavior observed for 1978, section VI in
vestigates how the income redistributive ef
fect of the tax-expenditure system may have 
shifted over the past two years in response 
to higher rates of expansion in some cate
gories of economic behavior than others. 

VI. Update: Changes in tax expenditures 
from 1978 to 1980 

The distribution of tax-expenditure bene
fits among income groups and ca.tegories of 
economic behavior was examined in detail 
for fiscal year 1978. An interesting aspect of 
the tax-expenditure budget, however, is that, 
like the direct-expenditure budget, it tends 
to change from year to year. This section 
investigates the changes that occurred ·in tax 
expenditures between fiscal 1978 and 1980. 

Changes in tax expenditures stem both 
from fluctuations in the use of existing pro
visions in response to macroeconomic trends 
and to changec; in taxayer behavior and from 
legislative adaptattons to tax-expenditure 
provisions in the Internal Revenue Code. 



3648 CONGRESSIONAL RECORD-SENATE March 5, 1981 -
There were substantial changes in the tax
expenditure provisions that were in effect in 
1980 compared with 1978. The Revenue Act 
of 1978 reduced tax rates for individuals and 
increased the personal exemption and the 
zero-bracket amount. These changes would 
be expected to reduce the estimated slze of 
tax expenditures because fewer taxpayers 
would itemize deductions and because deduc
tions and exclusions would have less value 
at lower marginal tax rates. 

The Revenue Act of 1978 contained other 
specific changes in tax-expenditure provi
sions. Some items. such as the deductibilitY 
of State a.nd local gasoline taxes, were elim
inated. Some new items were a.dded, includ
ing tax incentives for the preservation af 
historic structures, an investment credit for 
the rehabilitation of structures, the exclu
sion of interest on State and local housing 
bonds, a deduction for employer educational 
assistance, and residential energy credits 
(introduced by the Energy Tax Act of 1978). 

Some items were redefined. The $35,000 
exclusion for capital gains on owner-oc
cupied housing for persons over 65 was 
changed in 1978 to $100,000 for persons over 
55. The percentage of capital gains not sub
ject to tax was raised from 50 to 60 percent, 
thus raising the cost of the tax expenditure 
for every dollar of capital gains. The new 
jobs tax credit was replaced by the targeted 
jobs credit and the credit for employment 
of AFDC (aid to families with dependent 
children) recipients and public-assistance 
recipients under WIN (work incentive) pro
grams. 

There also have been changes in report
ing methods and estimating techniques. The 
refundable portion of the earned-income 
credit, now reported as a budget outlay, 1s 
retained here as a tax expenditure item for 
the sake of comparability between 1978 and 
1980. The Treasury's method for estimat
ing the tax-expenditure value of capital 
gains transferred at death has been revised 
to account for a negative offset to income
tax collections of approximately 37 percent 
of estate-tax collections. The tax-expendi
ture figure published for 1978 has been re
vised downward by 37 percent here to cor
respond to the 1980 estimate.H 

The figures presented for 1980 in table 8 
incorporate all of these alterations. Thus 
the changes calculated for tax expenditures 
in each economic behavior category reflect 
both legislated changes in the structure of 
the tax-expenditure system and changes in 
underlying economic behavior. 

The calculations presented in table 8 in
dicate that the four economic behavior cate
gories expanded at different rates between 
fiscal 1978 and fiscal 1980. Total tax expendi
tures under the personal-income tax grew 
by $49.5 billion or 55 percent. The need 
category expanded at approximately the av
erage rate, by 54 percent , while the employ
ment category grew at slightly less than the 
average rate, by 48 percent. The two cate
gories of consumption and investment de
viated noticeably from the average, however. 
The consumption category expanded more 
rapidly than average, by 69 percent, while 
the investment category fell short of the av
erage, growing by only 44 percent. 

These differing rates of expansion show 
up in a small change in the distribution 
of total tax expenditures among the four 
economic categories. The fraction associ
ated with consumption increased by three 
percentage points, from 36 to 39 percent; the 
fraction associated with investment declined 
by two percentage points, from 25 to 23 
percent; the fraction associated with em
ployment decreased by one percentage point, 
from 25 to 24 percent; and the fraction as
sociated with need barely dropped from 13.5 

Footnotes at end of article. 

percent. The consumption category increased 
its lead for first place 1n terms of absolute 
size. Employment-related benefits edged 
ahead of investment for second place. Need 
remained the smallest category. 

TABLE B.-CHANGE IN TAX EXPENDITURES BY ECONOMIC 
CATEGORY, 1978-80 

[Dollar amounts in millions) 

Investment_ _____ 
Consumption _____ 
Employment_ ____ 
Need __ ___ __ ___ __ 

TotaL ____ 

Tax expenditures
fiscal year-

1978 1980 

$22,626 $32,520 
32,515 54,805 
22,500 33, 305 
12, 130 18,656 

89,771 139,286 

Change in tax 
expenditures, 
1978-80 

Absolute Percent 
change change 

$9, 894 44 
22, 290 69 
10, 805 48 
6, 526 54 

49, 515 55 

Source: See table A-3 through A~ in the appendix. 

What explains these large differences in the 
rates of growth in the categories of economic 
behavior? Although observers of the national 
economy have been noting the recent 
strength of consumption relative to invest
ment, it is beyond the scope of this report to 
examine the relationship between tax ex
penditures and movements in the macro
economy. What we can do in thls report, 
however, is to identify those tax expenditure 
items which grew by over one billion dollars 
between fiscal 1978 and 1980 and thus ac
count for the bulk of the change in the rela
tive size of the four categories of economic 
behavior. Note that all of the provisions ex
periencing this exceptionally large expansion 
were provisions already in place in 1978 and 
not any of those introduced subsequent to 
1978. (The growth of individual tax expendi
ture items can be found in tables A-3 through 
A-6 in the appendix.) 

There were six items in the rapidly expand
ing category of consumption that grew by 
over one billion dollars. These include the 
deductions for State and local taxes other 
than property taxes, property taxes, mortgage 
interest, charitable contributions other than 
to health or education, medical expenses, and 
consumer credit. The mortgage interest de
duction grew by 150 percent in these two 
years. The consumption category accounted 
for nearly half the total increase in estimated 
tax expenditures between 1978 and 1980. 

The two items in the employment category 
which grew by over one billion dollars in
clude employer contributions to pensions and 
to medical insurance programs. The medical 
contribution deduction grew by 100 percent. 

The two items in the need category which 
grew by over one billion dollars include the 
exclusion of social security benefits for the 
aged (OASI) and the exclusion of unemploy
ment insurance benefits. The unemployment 
insurance provision grew by 100 percent. 

The two items in the investment category 
which grew by over one billion dollars were 
the preferential treatment of capital-gains 
income and the exclusion of ·interest on life
insurance savings. The investment category 
differs from the others in that two of the 
items that were largest in dollar size in 1978 
did not grow by an above-average rate be
tween 1978 and 1980. In particular, estimated 
tax expenditures under the investment tax 
credit grew by only 22 percent and tax ex
penditures associated with capital gains 
transferred at death declined. Thus, thecate
gory as a whole fell behind the average. 

The next obvious question of interest in 
the framework of this report is how the 
change in the relative size of tax expendi
tures associated with the diff<:'rent- economic 
categories influenced the distribution of tax 
expenditure benefits among the income 

groups and, consequently, how it affected the 
progressivity of the income-tax system. 

It is relatively easy to track the change in 
the estimated size of tax expenditures !rom 
year to year. The revenue cost of each tax 
expenditure item is now estimated annually 
by the Treasury Department, as required by 
the Congressional Budget Act of 1974 (P.L. 
93-344). The distribution of tax expenditures 
among the income groups, however, is not 
estimated annually. The percentage esti
mates used in this report were a special con
tribution of the Senate Budget Committee's 
1978 tax-expenditure study. 

Because lntlation has changed the mea.nlng 
of the income categories used in 1978 and be
cause the economic behavior of income 
groups may have changed, it is admittedly 
misleading to apply the 1978 distributions 
by income group to 1980 tax expenditures. 
Nonetheless, it is tempting to do this in 
order to get some idea of the implication of 
the changing relative size of tax-expendi
ture items on the distribution of benefits by 
income class. 

Repeating for 1980 the calculations made 
tor 1978 (presented in tables 1 through 4 and 
summarized in table 6) suggests that the 
observed shift from investment and employ
ment-related to consumption-related tax ex
penditures resulted in only the slightest (one 
percent) increase in benefits to the middle 
income groups, from $20,000 to $50,000, at the 
expense of the lowest- and highest-income 
groups. The small size of the shift may be 
explained in part by recalling that although 
investment-related provisions tended to be 
associated with the high-income group, em
ployment-related provisions were associated 
with the middle income group, and consump
tion-related benefits were spread quite even
ly across the four income groups over $10,000. 
It seems reasonable, then, that the shift 
among the economic categories caused al
most no effect on the distribution of tax
expenditure benefits among the income 
grouos. Thus the chan~e in the relative size 
of the categories of economic behavior be
tween 1978 and 1980 does not alter the con
clusion reached earlier, in section V, that the 
tax-expenditure system as a whole tends to 
benefit high- and low-income taxpayers at 
expense of the middle-income groups. 

The final section, VII, applies the findings 
of this report to the Federal budget policy 
issue of controlllng the size of tax expendi
tures. It emphasizes the need to evaluate the 
cost-effectiveness of tax expenditures in ac
complishing their legislated purpose. It 
points out administrative ways to limit the 
revenue cost of innividual tax exnenditure 
items. And it recognizes the possible conflict 
between the ~oals of accomplishing certain 
economic purposes and aiding certain tnco.:ne 
groups. 

VII. Implications for controlling tax 
expenditures 

Organizing individual tax-exoenditure 
ttems according to the four categories of in
vestment, consumution, emuloyment, and 
nee1 emuhssizes the generic tvpes of eco
nomic activity that Federal tax policv con
sciously se~ks to subsidize. Cross-classifying 
these categories of economic behavior bv the 
distribution of their benefits across income 
groups suggests that policies designed to 
achieve the!'e seoarate economic p1.uposes 
may worl{ predominantly through different 
income groups. 

The strong link between income groups 
and economic activities suggests that efforts 
to subsidize certain economic activities can 
be expected to affect the distribution of in
come after taxes. Simllarlv, efforts to control 
tax evpenditures can be eJCT>ected to have 
different effects on income groups depending 
on whether these limits are accomplished by 
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eliminating certain tax-expenditure provi
sions completely, putting a. cap on the size 
of the deduction or exclusion, switching 
from a deduction or exclusion to a. tax credit, 
or restricting the use to a. certain income 
range. -

Focusing on the distribution of benefits 
across the income groups from an individual 
tax expenditure provision or even an eco
nomic-behavior aggregate can be misleading 
because it fails to point out the offsetting 
forces within the tax-expenditure system. 
Aggregating the benefits from all tax expend
itures reveals that although the middle 
class receives a. large fraction of the benefits 
from tax-expenditure provisions related to 
consumption and employment, it does not 
appear to receive a net benefit from the tax
expenditure system viewed as a whole. In 
the comparison of tax expenditures to ad
justed gross income, it is the high-income 
group which appears to receive the 5reatest 
benefit from tax expenditures. When benefits 
are measured as a. discount on full taxes or 
taxes, actually pa.td. both the low- and 
high-income groups appear to receive higher 
than average tax discounts than the middle
Income groups. 

Tax-expenditure provisions shrink the per
sonal income-tax base and reduce tax liabili
ties for some taxpayers relative to others. To 
compensate for these lost revenues, statutory 
tax rates must be higher or standard ex
emptions and deductions must be lower than 
they would be in the absence of tax expendi
tures. The dollar magnitude of tax exuendi
tures is so large that if the tax expenditure 
system were dismantled, average tax rates 
could be cut by approximately one-third. 

It is not clear, however, that Congress 
would choose to distribute such a. tax cut 
evenly across the income groups. Nor is it 
likely that the tax-exoenditure S''stem would 
be completely dismantled. Consequently, it 
may prove useful to a discussion of policy 
to list some issues to be considered in an 
effort to control the size of the tax-expendi
ture budget. 

Benefit-Cost Analysis 
Tax-expenditure provisions generally are 

legislated with the intent of increasing a 
particular economic activity. Thus an im
portant issue is to evaluate the success of 
tax expenditures in bringing about an in
crease in the subsidized activity and to 
compare this to the revenue cost of the tax 
subsidy. 

As difficult as it is to get an accurate esti
mate of the revenue cost of a. tax-expendi
ture provision, it is even more difficult to get 
an estima,te of its effectiveness in bringing 
about net increases in the subsidized activ
ity. In order to justify the implementation 
or continuation of a. tax-expenditure provi
sion, it is important for the Congress to eva.l
u81te whether the value to the public of the 
increment in activity attributable to the 
tax break in fact outweighs the revenue cost 
to the Treasury. In some cases, individuals 
might undertake the activity anyway, even 
in the absence of a. subsidy. An example 
might be p-eople insulating their houses in 
response to high energy costs. Tn such cases, 
a subsidy might have little effect on be
havior. The result of tax expenditures in 
such areas might be a. substantial tax-reve
nue loss in exchange !or little direct gain as 
measured by altered economic activity. 

Congress also should be aware of the pos
sible misuses of tax-expenditure provisions, 
for purposes other than those intended by 
the legislation. An example was the use of 
tax-exempt State and local bonds, generally 
intended for public projects; to finance pri
vately owned housing. Congress effectively 
placed a. moratorium on this use of the 
bonds by initiating legislation in 1979 to re-

strict eligible mortgages (see H.R. 5741 and 
s. 2064). 

Tax expenditures also can distort eco
nomic behavior toward engaging in the sub
sidized activity beyond the point intended 
by the legislation. An example is that the 
open-ended subsidies to owner-occupied 
housing through the mortgage-interest and 
property-tax deductions and the deferral of 
and eventual exclusion from taxation of 
capital gains on housing may have encour
aged households to go far beyond their re
quirements for basic shelter in their decision 
to purchase a house. Efforts to limit the use 
of tax expenditures for luxury consumption 
may call for a cap on the total amount that 
could be deducted under certain provisions. 

As a form of aid, the tax-expenditure sub
sidy is simply an alternative to direct spend
ing, loans·, loan guarantees, or other forms 
of Government protection through regula
tions. In some cases a direct subsidy, for 
exam;>le, might be more cost-effective than 
the tax-expenditure approach. It has been 
calculated repeatedly that it would cost the 
Treasury less to pay interest subsidies di
rectly to State and local governments than 
to exempt State and local bonds from taxa
tion. Both approaches accomplish the same 
goal of lowering the net cost of borrowing for 
these governments. 

Efforts to trim the tax-expenditure budget 
could apply these kinds of benefit-cost eval
uations to help determine which provisions 
are likely candidates to be eliminated, re
vifed, or replaced by another form of sub
sidy. 

Income Bias in Tax Mechanics 
A second issue is that the mechanics of the 

tax-expenditure system itself tend to confer 
greater obvious benefits on people in higher
income groups. Because tax expenditures 
work thr<Jugh a reduction in taxable income, 
they tend to offer a greater percentage bepe
fit-per dollar of excludable income or de
ductible expenditures-to higher income 
households, in higher marginal tax brackets. 
Further, for almost all tax expenditure pro
visions, there is no upper limit on the total 
am<Junt that can be deducted or excluded. 
High income taxpayers are likely to have 
larger expenditures to deduct or larger 
amounts of income to exclude. 

This administrative aspect raises the ques
tion of how the economic goals of tax ex
penditures can be encouraged without con
ferring extra benefits on people in the high
est marginal-tax brackets. One approach ls 
to place a. dollar limit or cap on the amount 
that can be deducted or excluded. An ex
ample is the dividend and interest exclusion 
of $200 for individuals and $400 for married 
persons fillng jointly (recencly changed from 
the $100/ $200 dividend-only exclusion by the 
Crude 011 and Windfall Profit Tax Act of 
1980). The cap approach deals with the 
open-ended characteristic of many tax sub
sidies by llmiting the dollar amount of the 
exclusions, to $200 or $400 in this case. This 
approach still confers relatively greater ben
efits on people in higher marginal-tax brack
ets, on expenditures up to the level of the 
cap. Th~ incentive effect of the marginal
tax subsidy is eliminated for income, in the 
case of exclusions, or expenditures, in the 
case of deductions, above the level of the 
cap. Thus, the capped dividend and interest 
exclusion is not llkely to encourage addi
tional savings among the wealthy. 

The use of a. tax credit rather than a. 
deduction or exclusion is another approach 
which maintains the economic incentive of 
the tax subsidy but does not confer relatively 
greater benefits on people in high marginal 
tax brackets. Take, !or example, the tax 
credit for political campaign contributions. 

The tax credit offers a 50 percent subsidy 
for every dollar or eligible contribution (up 
to a credit of $50 per individual and $100 for 
married couples filing jointly) to taxpayers 
in all tax brackets. Thus the credit provides 
greater benefit than a comparable deduction 
would for people below the 50 percent mar
ginal tax bracket. 

A cap on deductions and exclusions or the 
use of a tax credit is particularly appropri
ate where the tax-expenditure benefit is not 
intended to be positively associated with in
come, such as medical deductions. Restrict
ing the use of the deduction or exclusion to 
taxpayers below a given income level may 
be appropriate where the benefit is intended 
primarily for lower-income groups. Exam
ples are the full exclusion of unemployment 
and disab111ty benefits only for people below 
certain income levels. 

Legislating a dollar llmit on caps and 
credits is relatively straight-forward. This 
administrative advantage permits better con
trol of the total size of the associated tax 
expenditures. 

It is interesting to note that many tax 
expenditures confer obvious benefits only on 
taxpayers who itemize deductions. There is 
an indirect benefit to the others, however, 
from an overall increase in itemizing. For 
the sake of administrative ma.nageab111ty, the 
zero-bracket amount generally is set high 
enough that only about one third of those 
filing tax returns itemize deductions. Thus, 
if a. greater number of people start to use 
deductions or if people increase the average 
dollar size of their deductions, this places 
upward pressure on the level of the zero
bracket amount in order to reduce the num
ber of itemizers . . A higher zero-bracket level 
benefits only those taxpayers whose deduc
tions would fall below that level. The tax 
benefits to the group with deductions below 
the level of the zero-bracket amount are 
not calculated as a. revenue loss associated 
with tax expenditures. 

Tailoring Tax Expenditures to Income 
Groups 

A third issue is the awareness that some 
income groups are more likely than others 
to engage in the various types of subsidized 
economic activities. We have seen that the 
overall share of benefits received by an in
come group depends in large part on the 
degree to which it engages in activities sub
sidized by the tax-expenditure system. 

For 1978, the predominance of benefits 
going to the highest income group could be 
traced to the large share of total tax ex
penditures going to investment- and con
s"motion-rela.ted activities, combined with 
the large fraction of the benefits in those 
categories accruing to the highest-income 
group. The benefits accruing to the lowest
income group could be traced primarily to 
the very high fraction of the benefits from 
need-related provisions going to this group. 
The middle-income groups derived the bulk 
of their benefits from the consumption and 
employment-related categories. 

The total dollar benefits associated with 
either tJhe consumption or employment cate
gory were comparable to that for the invest
ment category. But the middle-income groups 
did not have much of an advantage over the 
highest income group in the fraction of these 
benefits that they received. As a consequence, 
the middle-income groups did not receive a 
net benefit, relative to the other income 
classes, from the tax-expenditure system 
viewed as a. whole. 

If the observed llnk between the income 
groups and tJhe economic behavior categories 
is in fact strong, this suggests that further 
changes in the allocation of tax expenditures 
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among the economic categories, such as that 
observed between 1978 and 1980, could also 
be associated with a redistribution of tax
expenditure benefits among the income 
groups. 

In the current economy there is concern 
both with increasing savings and investment 
and with aiding the middle class. The sta
tistics based on tax-expenditure experience 
in 1978 suggest that there may be some in
compatibility between those two goals since 
it is 1ihe highest-income group that tradi
tionally has made the greatest use of in
vestment-related tax expenditures. In the 
interest of fostering the dual goals of en
couraging investment activities while bene
fiting the middle class, alterations of pres
ent tax expenditure policies might be con
sidered. 

There is little evidence from either eco
nomic theory or empirical analyses that 
higher rates of return-such as those offered 
by tax expenditures-actually increase the 
rate of savings in the economy. Nevertheless, 
efforts to use tax policy to encourage savings 
and investment are likely to continue. Evalu
ating the potential effectiveness of new poli
cies to encourage additional savings and 
investment on the part of tJhe middle class 
in particular would involve a far more care
ful analysis than this report can provide of 
differences in savings and investment beha
vior among income groups. The statistics pre
sented in this report on the distribution of 
benefits from tax expenditures do, however, 
suggest a difference in the existing invest
ment-related provisions which favor the mid
dle-income groups in contrast to t hose which 
favor the high-income group . 

As table 1 revealed, the middle-income 
groups receive a large fraction of the benefits 
from the dividend exclusion, the deferral of 
income on savings bonds, the exclusion of 
interest on life insurance savings, and the 
investment tax credit. In contrast, the high
income group receives a large fraction of the 
benefits from provisions for depreciation , ex
pensing of costs, capital gains, and tax-ex
empt bonds. Two other categories frequently 
associated with saving by the middle income, 
but not included here in the investment 
category, are employer-sponsored pension 
plans, placed under employment, and home
ownership, placed under consumption. 

Peflhaps with the exception of the invest
ment tax credit, the savings and investment 
programs associated with the tax expendi
tures favoring the middle income can be de
scribed by such phrases as forced savings, low 
risk, available in small denomination pay
ments, and working through investment in
termediaries. Keeping these qualities in mind 
may point to ways to alter tax-expenditure 
policies in order to encourage more invest
ment and saving on the part of the middle
income groups. 

One possibility is to increase the options 
for personal, voluntary contribution to tax
sheltered pension plans, even for people al
ready covered by employer-sponsored plans. 
Another possibility is to offer middle income 
people investment options which have high
er rates of return than savings bonds and 
life insurance but which still offer opportu
nities .to defer taxation on the accumulating 
interest income. 

Still another area to explore is reducing 
the bias in favor of owner-occuoied rousina 
as a vehicle for tax-deferred accu~ulatio~ 
of capital gains and, most recently, as an 
essentially tax-free vehicle for retirement 
savings. Investment in productive (income
producing) assets , either directly or indi
rectly through financial and investment in
termediaries, could receive tax treatment 
more in balance with housing to encourage 
the middle income to diversify their assets 
away from such a heavy concentration in 
owner-occupied housing. 

Finally, offering a tax break in the form 
of an exclusion, such as the dividend ex
clusion, rather than a deduction, benefits 
even people who do not itemize their deduc
tions, thus tending to benefit low- and mid
dle-income taxpayers. The recent change in 
the law extending the exclusion to apply ;to 
interest as well as dividend income removes 
the provision 's former bias toward stocks 
relative to interest-producing assets. (The 
dividend exclusion offsets in a small way 
the double taxation of corporate income.) 
But, if a stimulus for savings exists at all, 
raising the limit on the size of the exclu
sion provides an incentive for additional 
savings or investment only for those wr.ose 
income from these sources previously was 
below the new limit. 

The statistical findings of this report may 
have application to several policy areas. The 
analysis sheds light on some possible rami
fications of controlling the tax-expenditure 
budget on certain economic categories and 
separate income groups. The calculations of 
the change in the four aggregate categories 
of economic behavior over time demonstrate 
how movements in the macroeconomy may 
be reflected in differences in the rates of 
expansion in the corresponding categories of 
tax expenditures. For .the 1978 to 1980 pe
riod examined, paralleling other observa
tions of the economy, the use of tax expen
ditures related to consumption grew more 
than the use of those related to investment. 
Most of all , the report emphasizes how eco
nomic behavior, as reflected in the ·use of 
tax expenditures, differs quite noticeably 
and systematically among the income 
groups. This suggests that policies designed 
to accomplish certain economic goals should 
anticipate the varying responses of these 
groups. 
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TABLE A-I.-ESTIMATED DOLLAR VALUE OF TAX EXPENDITURE BENEFITS BY BEHAVIOR TABLE A-4,-CHANGES IN CONSUMPTION-RELATED TAX EXPENDITURES, 1978 TO 19£0 

CATEGORY AND INCOME CLASS, FISCAL YEAR 1978 (In millions of dollars! 

(In millions of dollars! 

Expanded gross income clan 

$10.000 $20,000 $30,000 
Under to to to Over 

Behavior category All $10,000 $20,000 $30,000 $50,000 $50,000 

Investment. .........•.••.. 22,626 876 2, 369 2, 316 3, 606 13,459 
Consumption .. ________ ••.• 32,512 1, 095 6, 975 8, 503 6, 942 8, 997 
Employment. ____ __________ 22,498 2, 134 6, 458 5, 680 3, 891 4, 335 
Need. __ •• ____ •• __ •. ______ 12, 128 6, 621 3, 030 1, 256 750 470 

TotaL ••• ---------- 89, 764 10,726 18,832 17, 755 15, 190 27,261 

Source : CRS calculations based on 1978 dollar value and percentage distribution data presented 
in tables 1 throu[h 4. These numbers are the basis for the total percentages for the economic 
behavior category in tables 1 through 4 and for the percentage calculations presented in tables 
5 and 6. 

TABLE A-2.-ESTIMATED DOLLAR VALUE OF ADJUSTED GROSS INCOME AND TAXES PAID 
FOR CALENDAR 1977 AND OF TAX EXPENDITURES AND FULL TAXES FOR FISCAL 1978, 
BY INCOME CLASS 

(In millions of dollars! 

Income class t 

All 
Under $10,000 to $20,000 to $30,000 to 

$10, 000 $20, 000 $30, 000 $50, 000 

(1) Adjusted gross income . . . !, 094,410 140,362 369, 635 289,864 172,684 

(2)Taxespaid _____ __ _______ 159, 331 9,082 39,788 40, 755 31,390 
(3) Tax expenditures________ 89,764 10, 725 18,832 17,755 15, 190 

(4) Full taxes (2)+(3)... 249, 095 19,807 58, 620 58, 510 46, 580 

Over 
$50, 000 

122, 237 

38, 274 
27,261 

65, 535 

t Distribution of tax expenditure benefits based on expanded gro~s income classes (defin ed in 
footnote 9, p. 13) for fiscal year 1977- 78. Distributions of adjusted gross income and taxes paid 
based on ad justed gross income classes with data from taxable returns filed for the 1977 calendar 
year. 

Sources : Estimates of tax expenditure benefits from table A-1, last row, Total. Adjusted gross 
income and taxes paid from Department of the Treasury, Internal Revenue Service, "Preliminary 
Statistics of Income, 1977, Individual Income Tax Returns " (Washington, D.C.: U.S. Government 
Printing Office, 1979), table 1, pp. 15-18. Full taxes, row (4), equal the sum of taxes paid, row (2), 
and tax expenditures, row (3). 

TABLE A-3.-CHANGES IN INVESTMENT-RELATED TAX EXPENDITURES, 1978 TO 1980 

(In millions of dollarsf 

Total benefits to individuals 

Tax expend iture 

Investment expenses : 
Investment tax credit. __ •• ___ ________ _ •• _____ ________ _ 
Expensing of certain agricultural outlays ____ ____________ _ 
Depreciat ion : 

Excess 1st-year depreciation ________________ ______ _ 
Depreciation c;n rental housing in excess of straight 

line .. ___ ____________ ----- - --------------------
Depreciation on other buildings in excess of straight line _______ •• ___ _____ ____ ___ __________________ _ 
Asset depreciation range _________________________ _ 
Excess of percentage over cost depletion. ___ _______ _ 

Fiscal 
year 
1978 

2, 390 
445 

145 

300 

125 
115 
340 

Expensing of intangible drilling, exploration, and develop-
ment costs _____________________________________ •• __ 300 

Expensing of construction period interest and taxes_ ______ 140 
Expensing of research and development costs._ ___ _______ 30 
Housing rehabilitation: 5·yr amortization ___ ____________ _ 10 
Investment credit for rehabilitation of structures ___________ __ _____ _ 
Tax incentives for preservation of historic structures .. _____________ _ 
Exclusion of certain agricultural cost-sharing payments. __ ________ __ _ 

Investment income: 
Capital gains : Exclusion and deferral of capital gains 

transferred at death and by gift. ____________________ _ 
Capital gains (other than farming, timber, iron ore, and coal) ___________ ____ __________________ _____ ______ _ _ 
Capital gains treatment of certain income related to 

farmland _________ _____ ___ _____ ________________ ___ _ 
Capital gains treatment of certain income related to timber __ __________________ ______ ______ ______ _____ _ 
Capital gains treatment of royalties on coaL ____________ _ 
Capital gains treatment of royalties on iron ore _____ ____ _ _ 
Exclusion of interest on life insurance savings ___________ _ 
Tax-exempt bonds: 

Exclusion of interest on general purpose State and local debt. ___ _____________ ___ __ _____ ___ ______ _ 
Exclusion of interest on State and local industrial 

development bonds __________ ___ _____ __ ___ _____ _ 

5, 116 

7, 430 

350 

60 
50 
5 

2, 025 

I , 925 

115 
Exclusion of interest on State and local government 

pollution control bonds_ _________ ______ _____ ____ _ 110 
Exclusion of interest on State and local housing bonds •• ·- -- --------
Deferral of income on savings bonds______ ______________ 625 
Dividend exclusiOn. _______ ___________ _____ _____ •• __ •• 475 

Total, investment related ________ __________________ __ 22,626 

Sources: See notes to table A-6. 
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Fiscal 
year 
1980 

2, 910 
430 

135 

285 

120 
150 

1,150 

610 
140 
35 
10 
60 
25 
30 

4, 750 

13,855 

385 

120 
75 
10 

3, 365 

2, 365 

305 

240 
180 
290 
490 

32, 520 

Change, 
1978 to 

1980 

520 
-15 

-10 

-15 

-5 
35 

810 

310 
0 
5 
0 

60 
25 
30 

-366 

6, 425 

35 

60 
25 
5 

1, 340 

440 

190 

130 
180 

-335 
15 

9, 894 

Total benefits to individuals 

Tax expenditure 

Deductibility of nonbusiness State and local taxes (other than 
on owner-occupied homes and gasoline) _____ _____________ _ 

Deductibility of nonbusiness State gasoline taxes _____ __ _____ _ 
Deductibility of property taxes on owner-occupied ho11es __ ___ _ 
Deductibility of mortgage interest on owner-occupied homes._ 
Deductibility of charitable contributions: Education •• ________________________________________ _ 

Health •• __________ __ _________________ ___ ___________ _ 
Other _____ ______ __ __________________ __ _____________ _ 

Deductibility of medical expenses ________ ______________ ___ _ 
Deductibility of interest on consumer credit ___ ___ ________ ___ _ 
Deferral of capital gains on homes sales ____________________ _ 

Fiscal 
year 
1978 

Fiscal 
year 
1980 

8, 505 14, 665 
760 ----------

4, 665 7, 740 
4, 985 12, 505 

585 765 
875 1, 145 

4, 370 5, 725 
2, 435 3, 585 
2, 120 3, 595 

935 1, 010 
Exclusion of capital gains on home sales for persons age 65 and 

over/55 and over_._._______________ _____________ ___ ____ 70 
Parental personal exemption for students age 19 or over._ ____ 770 

535 

Exclusion of scholarship and fellowships____________________ 295 
Exclusion of Gl bill benefits____________________ _________ ___ 200 
Credit for child and dependent care expenses. ___ ____________ 525 
Deductibility of casualty losses. _______ _____ __ ____ __________ 360 
Credits and deductions for political contributions_______ ______ 60 
Residential energy credits. _________________________________________ _ 

Total, consumption-related._.--- ----____ ___ _______ __ 32, 515 

Sources: See notes to table A-6. 

1, 030 
375 
160 
820 
590 
100 
460 

54, 805 

Chan11e 
1978 to 

1980 

6,160 
-760 
3, 075 
7, 520 

180 
270 

1, 355 
1,150 
1, 475 

75 

465 
260 
80 

-40 
295 
230 

40 
460 

22, 290 

TABLE A-5.-CHANGES IN EMPLOYMENT-RELATED TAX EXPENDITURES, 1978 TO 1980 
(In millions of dollars! 

Total benefits to individuals 

Fiscal Fiscal Change 
Tax expenditu1e year 1978 year 1980 1978 to 1980 

Net exclusions of pension contributions and earnings: 
Employer plans______ ___ __ ____ _____ ________ __________ 9, 940 12,925 2, 985 
Plans for self-employed and others.... .......... ....... 1, 650 2,125 475 

Exclusion of employer contributions for medical insurance pre-
miums and medical care. _________ _ •••. ____ •. ______ •• __ _ 6, 340 12,965 6, 625 

Exclusion of benefits and allowances to Armed Forces personneL 1, 260 1, 470 210 
Exclusion of other employee benefits: 

~~:~:~~~ ~~ =~~rJe~~r~~i ~c~rJ~~~~c~eath-frisura·n·c·e·_-_-_-_- 9n 1
' 
4~~ 5~~ 

Pril ately financed supplementary unemployment benefits.. 10 10 0 
Contributions to prepaid legal services plans. _ ••. _______ 10 20 10 

New jobs tax cred it.._____________ ___ __________ __ _________ 985 ··---··--- -985 
Targeted jobs credit. •••..••• ·--- - ·------·----------------------·--· 10 10 
Credit for employment of AFDC recipients and public assist-

ance recip ients under work incentive (WIN) programs............... 5 5 
Maximum tax on earned income____________________________ 665 1, 265 600 
Exclusion of certain income earned abroad by U.S. citizens____ 360 555 195 
Exclusion of employee meals and lodging (other than mil itary)__ 300 350 50 
Employer educational assistance...................................... 30 30 

----------------------
Total, employment related·---- - -------------·--····· 22,500 33,305 10,805 

Sources: See notes to table A-6. 

TABLE A-6.-CHANGES IN NEED-RELATED TAX EXPENDITURES, 1978 TO 1980 

(In millions of dollars! 

Tax expenditure 

Exclusion of social security benefits: 
For the aged (OASI) ••••..•... ---- --- -- - -- - ---···-----
For the dependents and survivors_ _____________________ 
For the disabled.··--------- -·-------··-·-·······-· -· 

Exclusion of railroad retirement benefits ••.•.•..••••.•..•••• 
Exclusion of veterans' benefits : 

Disability compensation. _________________ •. ________ •. _ 
Pensions_. _. __ • ____ . _____________________ . __ • ___ ••.• 

Exclusion of military disability pensions ... • .......•••••••••• 
Exclusion of workers ' compensation benefits __ ____ ___________ 
Exclusion of special benefits for disabled coal miners. ____ • •• • 
Earned income credit: 

Refundable ________ ._._ ••••. __ ._ •• _ ••. _._ •• _ .•• •.•... 
Nonrefundable •.... ___ . .••• .•••• ______ •.•• ___ . ______ . 

Exclusion of unemployment insurance benefits_ ______________ 
Additional exemption for the elderly ________________________ 
Exclusion of public assistance benefits ..••••.•......•.•...•• 
Tax credit for the elderlY-------···--·-- ----· --··----------
Exclusion of sick pay/disability .•.•••.•.••••.......•••••••.• 
Additional exemption for the blind __ _ ••••. ____ .• _ •.••• ••••• 

Total, need related. _____________ __ . __ . . •••• .••. _ ••. 

Total benefits to individuals 

Fiscal 
year 
1978 

4, 210 
950 
550 
265 

840 
40 

115 
835 

50 

945 
285 

1, 200 
1, 155 

345 
250 

75 
20 

12, 130 

Fiscal 
year 
1980 

6, 880 
990 
685 
330 

1, 050 
50 

125 
1, 165 

50 

1, 696 
415 

2, 495 
1, 970 

395 
135 
185 
40 

18,656 

Change, 
1978 to 

1980 

2, 670 
40 

135 
65 

210 
10 
10 

330 
0 

751 
130 

1, 295 
815 

50 
-115 

110 
20 

6, 526 

Source~: For 1978, U.S. Senate, Committee on the Budget, Tax Expenditures: Relatio~ships to 
Spending Programs and Background Material on Individual Provisions, committee pnnt, 95th 
Congress 2d session (Washington, D.C.: U.S. Government Printing Office, 1978). For 1980, ~.S. 
Office of Management and Budget, "Tax Expenditures, " Special Analyses, Budget of t~e Un1ted 
States Government, Fiscal Year 1981 (Washmgton, D.C.: U.S. Government Pnnt1n11 Otf1ce, 1980) 
Special Analysis G, pp. 23D-234. 
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Mr. BAUCUS. 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. HART. Mr. President, I ask unani
mous consent that the order for the 
quorum call be rescinded. 

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

Mr. HART. Mr. President, what is the 
pending business? 

ROUTINE MORNING BUSINESS 
The PRESIDING OFFICER. Under 

the previous order, there will now be a 
period for the transaction of •routine 
morning business for a period not to ex
ceed 30 minutes, during which Senators 
may speak for a period of time not to 
exceed 5 minutes each. 

Mr. HART. Mr. President, I ask unani
mous consent that I be recognized for 
15 minutes. 

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

Mr. HART. Yes. 
Mr. BAKER. Mr. President, I ask 

unanimous consent that the order pre
viously entered in respect to morning 
business be changed so that the period 
for the transaction of morning business 
may extend for not more than 1 hour 
in which Senators may speak for not 
more than 15 minutes each. 

The PRESIDING OFFICER. Is there 
objection? Without objection, it is so 
ordered. 

Mr. BAKER. Mr. President, I thank 
the Senator from Colorado for yielding. 

THE NEED FOR THOUGHTFUL 
NAVAL PLANNING 

Mr. HART. Mr. President, one of the 
issues which increasingly interests and 
increasingly troubles many Members of 
the Senate is the state of the U.S. Navy. 
Most Senators are aware that the Navy 
has, in recent years, faced a number of 
serious problems. It has been challenged 
for control of the sea by a growing Soviet 
naval capability. It has seen large num
bers of its ships reach the ends of their 
planned service liven over a short period 
of time. It has encountered serious prob
lems in recruiting and, even more, re
taining skilled personnel. It has not re
ceived the level of funding for naval 
shipbuilding which the Navy, and others, 
including myself, have felt necessary. 

The Senate and the Congress as a 
whole have attempted to alleviate the 
Navy's problems. Particularly, fonner 
Senator Robert Taft, Jr., of Ohio began 
the work in the Senate some years ago 
pointing out that the United States is: 
by nature, a maritime nation, requiring 
a maritime strategy. He proposed in
~ovative shipbuilding programs, includ
mg smaller aircraft carriers conven
tional as well as nuclear att~k subma
rines, and high-technology warships 
such as surface effect ships and hydro
foils. The Senate has since taken many 
shipbuilding initiatives originallv recom
mended by Senator Taft, and the Con
gress has consistently raised the naval 

shipbuilding budget above the level rec
ommended by the President. 

President Reagan, Secretary of De
fense Weinberger and the other officials 
of the new administration's Defense 
Department now face the same chal
lenges. Fortunately, they appear to rec
ognize the need for a larger, more 
powerful Navy. They have acknowledged 
the need for greater attention to per
sonnel issues, and for more funding for 
operations and maintenance. And, of 
course, these views are welcome. 

But, the most controversial, and per
haps most difficult question remains un
resolved: What kind of Navy should we 
build? We cannot expect a new admin
istration, after only several weeks in 
office, to be able to answer this question 
fully. Indeed, I hope administration offi
cials will not attempt to answer it too 
quickly, before they have had sufficient 
time to reftect on the matter, to listen to 
all sides in the debate, and to weigh al
ternatives and combinations of alterna
tives carefully. 

Mr. President, I also hope that this 
administration will recognize the critical 
importance of the question. However 
much money we spend on shipbuilding, 
however much we improve readiness and 
the personnel situation, if we build the 
wrong kinds of ships, reftecting the 
wrong concepts, we will end up with a 
weaker Navy in the future, not a stronger 
one; and a weaker country, not a 
stronger one. 

While the administration has not yet 
indicated which direction it wants to go 
in naval shipbuilding, the leadership of 
the Navy-both military and civilian
reportedly has made some recommen
dations on this subject. These reported 
recommendations raise some concern. 

Secretary Lehman has reportedly out
lined a new naval strategy and a ship
building program to implement it. The 
program would be focused on the car
rier battle group, beginning construction 
of another Nimitz-class nuclear carrier 
and pulling the Oriskany carrier out of 
mothballs. It would also form battleship 
battle groups, using battleships modified 
to carry a large number of long-range 
cruise missiles. 

According to some sources, some of the 
Navy's leadership is also seeking a long
range program which builds on this 
start and contains little innovation. It 
places heavy emphasis on the carrier bat
tle group, built around the large, nu
clear-powered carrier. It reportedly calls 
for reinstituting the nuclear cruisers 
program, with plans for up to five nu
clear cruisers of the California and Vir
ginia classes. It may seek to reactivate 
all four mothballed battleships. Attack 
submarines construction is apparently 
to remain focused exclusively on the nu
clear-powered SSN-688 class: A capable 
boat, but one so expensive it cannot be 
afforded in the needed numbers. 

The reported fiscal year 1982 ship
building program, which includes long
lead funds for a nuclear carrier but not 
for a light carrier, and which contains 
funds for reactivation of a battleship, 
appears consistent with these reports 
about the Navy's longer range goals. 

Before this approach is embodied in a 

new 5-year shipbuilding program, I 
hope the administration will take a hard 
look at the serious deficiencies of such a 
program. 

!<;or some years, a growing number of 
naval analysts and Members of Congress 
have recognized that even with substan
tial increases in the Navy's shipbuilding 
budget, we can never have enough ships 
if each ship we build is extremely expen
sive. A single nuclear carrier battle 
group, with its aircraf·t and escort ships, 
costs about $10 billion in procurement 
costs alone. Since it takes three carriers 
to keep one on station, it would require 
an addition of $30 billion to the ship pro
curement ·budget just to face the Soviets 
with a single additional battle group. 
Such an expensive approach is hardly 
likely to reverse the current unfavorable 
trend in the naval balance. 

There are some alternatives· to the big 
carrier approach. 

We could purchase three light carriers, 
of about 40,000 tons each, for the cost of 
a stngle Nimitz-class carr;er. 

We could purchase approximately two 
conventional Aegis cruisers for the cost 
of a single nuclear cruiser. 

We may be able to meet the Marine 
Corps' legitimate need for additional 
landing fire support in ways which are 
both less expensive and more effective 
than recommissioning battleships. We 
currently have in reserve two Salem
class cruisers, each of which carrys nine 
automatic eight-inch guns. These unique 
guns permits each ship to fire a broad
side of approximately 80 rounds per 
minute. 

This could provide the fire support 
needed by an amphibious landing more 
effectively than could battleships, whose 
guns are larger, but have a much slower 
rate of fire. Yet the cost of recommis
sioning these cruisers, and of supporting 
them once they were returned to service, 
might be substantially less than that of 
the battleships, freeing funds for other 
needed ship construction. 

In submarines, we clearly need num
bers greater than the current force level 
goal of 90 attack boats. 

Yet, with a single SSN-688 class attack 
submarine costing over $500 million, we 
will be fortunate if we can afford just to 
sustain 90. 

Modern diesel-electric submarines are 
highly effective, and while they cam10t 
perform all the missions of which a nu
clear submarine is capable. they can do 
many of them. In some missions they are 
actually somewhat superior because of 
their smaller size and greater quietness 
on patrol. And they can be acquired for 
a!'i little as $100 million each. only one
fifth as much a<; the SSN-688 class. We 
could make good use of such conven
tional submarines. as additions to a force 
of 90 nuclear boats. 

New technologies create other inter
esting poc;sibilities. With V ISTOL air
craft such as the Marines• Harrier. we 
could have carrier~ even smaller than 
the proposed 40.000-ton light carrier, 
again; as supplements to the larJZ'er ships. 
A single class of such ships. built jn two 
va.r;ents, could provide both V /STOT~ 
c~-rriers and needed amphibious assault 
shins. 

New hull technologies offer other op-
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portunities. The PHM hydrofoils have 
proven quite useful, more could be con
structed at relatively low cost. With 
modular armament, they could serve in 
anti-submarine and radar early warning 
roles in addition to their current surface 
attack role. They might be well suited to 
provide some of the escort force for a 
light carrier. 

A shipbuilding program which ignores 
these needs and opportunities is not 
likely to give us a stronger NavY. It 
will be more costly NavY, but it will stili 
lack the numbers of ships needed in a 
conflict. It will be a Navy whose char
acteristics are well known to the op
ponent, who will have had decades to 
prepare his systems and tactics to de
feat that predictable NavY. It will leave 
potentials such as new technology ships 
to the opponent, who, if past experience 
is a guide, will take advantage of these 
opportunities 

The administration faces many chal
lenges, many of seemingly greater im
portance than this one. But in virtually 
every case, the nature of the challenge 
is the same. It is a challenge to innovate. 
In neither social policy nor defense will 
mere repetition of past actions produce 
positive results. 

Mr. Weinberger and President Reagan 
must realize this in relation to the Navy, 
as clearly as they seem to in other areas. 
A naval program which merely repeats 
the types of ships we have built in the 
past, for the types of missions and 
tactics we have had in the past, will not 
give us a more effective defense. 

Mr. President, I think it would be 
tragic for our country to call upon our 
people to sacrifice to increase defense 
spending dramatically and the result is 
a weaker rather than a stronger, nation. 

UNITED STATES ASSISTANCE TO 
EL SALVADOR 

Mr. CRANSTON. Mr. President, I 
question the advisability of the Reagan 
administration's decision to send another 
20 U.S. military personnel to El Salvador. 
I believe that if we continue to increase 
this type of military presence in El Sal
vador-we will now have 78 military per
sonnel there, including the embassy Ma
rine guards-it could lead to greater 
American involvement in the El Salva
doran civil war. U.S. advisers will be 
prime targets for extremists on the right 
and left who seek escalation of the cur
rent conflicts. 

I think it is noteworthy in this respect 
that the moderate President of El Sal
vador, Jose Napoleon Duarte, has ex
pressed a desire to limit the U.S. pres
ence in El Salvador and specifically re
quested that the United States reduce 
the number of new advisers which we 
proposed to send. I would therefore op
pose any further increase in the number 
of U.S. advisers beyond what the Reagan 
administration has announced this 
week.Enoughisenough. 

I am also concerned by the decision 
to send an additional $25 million in mili
tary arms, unless this aid is conditioned 
upon renewed commitments by the El 
Salvadoran authorities to move forward 
on essential political and land reforms 

and to continue efforts to check rightist 
violence. 

I have been closely monitoring the 
situation in El Salvador because of the 
threat posed to El Salvador's security 
by the recent influx of arms from anum
ber of communist countries and because 
of my deep concern regarding flagrant 
human rights violations in that country. 

I share the concerns expre.::sed by ad
ministration othcials regarding the flow 
of arms to guerrillas in El Salvador from 
communist countries and terrorist or
ganizations such as the Palestine Libera
tion Organization. And I support efforts 
by the United States to enhance the abil
ity of the authorities in El Salvador to 
interdict this illicit flow of weapons. 

I believe that all U.S. military and 
economic assistance to the El Salvadoran 
authorities should be conditioned on con
tinued commitment by both the civilian 
and military leaders in their government 
to significant reforms. It is these reforms 
wh~ch hold the promise of drying up re
maining political support for the mili
tary opposition to the Duarte regime. 

It is essential for the El Salvadoran 
Government to make better efforts to 
check violence by right-wing "death 
squads" opposed to these important 
reforms, and to investigate the murder 
of American church and labor leaders 
in El Salvador. 

If the Reagan administration is seri
ous about combating international ter
rorism, it should make energetic efforts 
to halt the reported funding by expatri
ate El Salvadoran millionaires in Miami 
of right-wing death squads who are 
operating with impunity within El 
Salvador. I understand an FBI investi
gation into this so-called "Miami con
nection" is moving forward slowly. This 
investigation should be speeded up: The 
administration's zeal in opposing the 
flow of arms to left-wing guerrillas must 
be matched by a vigorous commitment 
to block the flow of support to right
wing terrorists in El Salvador which is 
apparently emanating from Miami. 
These individuals in Miami are appar
ently abusing U.S. hospitality and are 
in violation of U.S. law if they are pro
viding unregistered cash for the purpose 
of running guns to right-wing terrorists 
in El Salvador. 

I am concerned by the magnitude of 
the proposed increase in military assist
ance to El Salvador-which precedes any 
new proposal to send economic assist
ance and which may be more than the 
El Salvadorans' legitimate need. I believe 
we should consider conditional military 
aid only in response to specific requests 
from the Duarte regime. 

President Duarte clearly prefers U.S. 
economic assistance to an increased 
U.S. military presence. It is this U.S. 
economic assistance-together with 
progress on political and land reforms
which provides the brightest hope for an 
end to the violence and for a better 
future for the people of El Salvador. 

In assisting the El Salvadoran Gov
ernment, the United States should 
encourage it not to seek a purelv mili
tary solution to the current civil war. 
We should work with the nations of the 
OAS-especially Mexic~to see if there 

are opportunities for joint initiatives to 
stem the flow of weapons to the guer
rillas and to initiate a dialog between 
the warring factions in El Salvador. 

AN ECONOMICS LESSON FROM 
JAPAN 

Mr. LEVIN. Mr. President, the Febru
ary 27 Wall Street Journal carried a 
story that I want to call to the attention 
of those who oppose attempts to nego
tiate or legislate restraints on the im
portation of Japanese cars into this 
country. 

The story, in very clear terms, details 
the call by Japan for a reduction by U.S. 
lumber firms in the amount of wood they 
export to Japan. The Japanese ration
ale for restraint is simple: They fear 
that continued exports will drive many 
of their local lumber firms into bank
ruptcy. Japan is not prepared to see its 
domestic industry harmed and their re
sponse is designed to protect their econ
omy. 

Mr. President, everyone tells us that 
the American auto industry ought to 
learn a lesson from Japan; that the car 
makers should emulate Japanese tech
nology and products. I think its time 
that the American Government learned 
a lesson from Japan as well and started 
to emulate that Government's interest in 
preserving a viable economic structure. 
Just as Japan wants to protect its econ
omy, I believe that America ought to 
protect its economy. And that means 
that we ought to be acting now to cur
tail Japanese auto imports. 

The administration is still debating 
their approach to this problem. Secre
tary Lewis is scheduled to give the In
ternational Trade Subcommittee a sta
tus report on the deliberations of his 
task force next week. Ll that report, I 
hope he addresses the fundamental ques
tion which has bothered so many of us 
for so long: Why are we virtually the 
only major industrial nation in the world · 
which matches its belief in free trade 
with an open door policy? 

Free trade is a fine idea, but to be 
practical, it has to be a universal idea. 
The plain truth is that free trade is not 
being practiced by Japan. The General 
Accounting Report on Trade issues re
leased last year demonstrates conclu
sively that non-tariff barriers erected 
by Japan restrict our ability to send our 
cars to their country. Recent surveys of 
industrial practices around the world 
show that virtually all countries have 
some kind of local content requirements 
or protective tariffs and taxes. But the 
United States persists in opening its 
doors to foreign trade and closing the 
doors of employment opportunity on its 
own citizens. 

President Reagan's budget calls for 
significant reductions in programs de
signed to support the unemployed. I 
would suggest that we could reduce ex
penditures for such programs-without 
changing their structure-if we had the 
kind of trade policy which would stimu
late domestic industrial growth and em
ployment. 

The President has an opportunity to 
do that. He has the power, the unques-
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tioned power, to enter into negotiations 
with Japan right now-negotiations 
which could lead to import restraint. 
Congress has the opportunity to act as 
well. Senators DANFORTH and BENTSEN 
have introduced legislation calling for 
quotas, and while I think their limit is 
too high, I have been proud to be asso
ciated with their efforts. 

But having the opportunity and taking 
advantage of it are two different things. 
President Reagan pledged during his 
campaign last year that he would take 
whatever action was required to convince 
Japan not to flood our market with their 
cars and flood our welfare offices with 
American workers. 

It was a nice promise, but it does not 
do much for the unemployed workers or 
the companies which have reported rec
ord breaking losses in the last few weeks. 

The time for promises has come and 
gone. Japan is ready to take action to 
protect their lumber industry. And I sug
gest that its time we take action to pro
tect our auto industry. 

Mr. President, I ask unanimous con
sent that the Wall Street Journal article 
describing the Japanese response to the 
threat to their lumber industry be 
printed in the RECORD. 

There being no objection, the article 
was ordered to be printed in the RECORD, 
as follows: 
JAPAN ASKS U.S. LUMBER TO REDUCE EXPORTS 

IN FURTHER SETBACK TO THE INDUSTRY 
(By Marilyn Chase) 

SAN FRANCISCO.-The slumping U.S. lumber 
industry was dealt another blow as Japanese 
lumber dealers, in an apparent about face, 
called for the U.S. and Canada to cut their 
lumber exports to Japan this year 50 percent. 
. In U.S.-Japanese trade, the shoe usually 
1s on the other foot, with American indus
tries asking Japan to limit its exoorts of au
tos and other items to this country. But Ja
pan cited an alarming rise in inventories and 
domestic prices that have plunged 15 percent 
below the cost of imports amid falling hous
ing starts. The Japanese warned that many 
of their 43,000 lumber dealers will go bank
rupt soon unless North American exports of 
finished 1 umber are swiftly and sharply cur
tailed. 

This came as a surprise to U.S. observers 
who recalled that last fall's bilateral talks 
between U.S. and Japanese industry and gov
ernment officials had ended with a consensus 
that the Japanese would expand-rather 
than contract-their imports. 

"If they're going to keep the good faith 
generated at those meetings, they should ex
pand lumber im'Jorts as they stated they 
v.:ould last fall," said Gus Kuehne, executive 
vlCe president of the Northwest Independent 
Forest Manufacturers. 

Mr. Kuehne and other observers admitted 
to some skepticism at the Japanese forecast 
of exl?anded U.S. imports last fall. However, 
he sa1d that he wasn't prepared for such a 
dramatic cutback request either. "We just 
didn't think business would expand quickly" 
he said. ' 

"If they're successful and sales do go down, 
it will mean additional curtailment of pro
duction in the West," he said. And in view 
of the industry's already depressed state he 
warned: "Every drop means that that m'any 
more will be unemployed." 

Weyerhaeuser Co. executives noted that 
most of recent North American increases in 
lumber exports have come from Canada "So 
if there's any cutback in lumb~r exports it 
shouldn't be from the U.S.," Mr. Kuehne 
argued. He noted about 90 % of u .s. forest 

products exported to Japan are logs, rather 
than finished lumber, while about 85 ',~ of 
Canadian exports are finished lumber. 

Ot her observers saw Japanese inventory 
and pricing difficulty as a short-term prob
lem that arose from overzealous purchases 
last year. "The Japanese buy like crazy when 
business is good, and turn off the spigot 
when business is weak," one analyst said . 
"And in 1979 and early 1980, they were buying 
as if there were no tomorrow." 

"No doubt about it, it is bad right now," 
concurred H. A. Roberts . execut ive vice presi
dent of the Western Wood Products Associa
tion. "But it shouldn't affect poten tial prod
uct exports to Japan over the long run." 

Negotiations between U.S. and Japanese 
lumber industries are set to continue in three 
wee!rs in Japan, and Mr. Roberts said he 
plans to tell his Japanese counternarts "that 
the U.S. group wants to be positive in its out
look, but we aren't going over there with 
great expectations." "I'm skeptical about how 
much the Japanese will upgrade their pur
chases from lumber t o finished products." he 
said. "After all , they have a lot invested in 
their own finishing plants. 

Mr. Kuehne, however. was adamant. "At a 
time when we have U.S . mills built to cut 
lumber to Japanese specifications. they come 
out with an announcement that strikes at 
the very heart of any effort to increase our 
exports and improve sales." 

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

The PRESIDING OFFICER (Mr. 
SYMMs) . The clerk will call the roll. 

The assistant legislative clerk pro
ceeded to call the roll. 

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

Th9 PRESIDING OFFICER. Without 
objection, it is so ordered. 

MRS. ANN WOOLLEY, NATION.c\L 
PRESIDENT . ..AMERICAN NATIONAL 
COWBELLES, INC. 

Mr. BOREN. Mr. President, all Okla
homans are proud of the fact that one of 
our State's citizens, Mrs. Ann Woollev of 
Ada, Okla., was elected February 3 as the 
new national president of the American 
Nat~onal CowBelles, Inc., an organiza
tion which disseminates factual infor
mation on beef and serves as the voice 
of women in the cattle industry. 

Ann Woolley is the third generation of 
her family to be involved in ranching. 
She grew up in Hominy, Okla., and she 
and her hust>and, Walter, run a commer
cial cow/calf ranch out of Ada, Okla. 

During her address to the general 
membership of the CowBelles at the 
group's 30th annual convention in 
Phoenix, Mrs. Woolley stated that: 

It is a time for all cattle oroducers to work 
tol!"ether to attain a greater share of the 
marketolace both at home and abroad. We 
need to push for a strong nationwide ad
vertising campaign and education of the 
great American oublic to the role that beef 
plays in their Hues. If CowBelles and cattle
men do not do it for themselves no one else 
will. 

Mrs. Woolley served 6 years on the 
CowBelles' executive committee. was the 
first chatrman of American Ag Day, co
chairman of the National Reef Cook-Off 
contest. chairman of the budqet commit
tee and served as reqion~l coordinator 
for the seven American National Cow
Belle regions in the United States. 

She is past president of the Oklahoma 
CowBelles, is an active member of the 
First Presbyterian Church of Ada, has 
been president of the PTA, president of 
the Wednesday Morning Music Club, 
president of the country club women's 
auxiliary, president of the ladies golf 
association and a member of the 
Daughters of the Amer:can Revolution 
and the Ada Arts and Humanities Coun
cil. In 1980 she was chosen to be 1 of 
17 "Ladies in the News in Oklahoma," a 
selection made by the Oklahoma Hospi
tality Club of Oklahoma City. 

The Woolleys have four daughters, 
three of whom are university graduates 
and a fourth, who is a sophomore at 
Oklahoma State University. 

I am confident that, as president of the 
National CowBelles, Ann Woolley will 
cont:nue to display the talent, integrity, 
and devotion which she has shown in 
her many other pursuits in civic and 
church work. She is a very productive 
citizen of our State, and Oklahomans 
have great pride in her accomplishment 
in attaining this high office where she 
will be an outstanding representative 
of Oklahoma·s No. 1 industry-farming 
and ranch:ng. 

DOD CONSULTANT POLICIES 

Mr. THURMOND. Mr. President, 
tighter control of Defense Department 
consultant contr.acts is mandatory. 

Today I have dispatched a letter to 
Defense Secretary Caspar Weinberger 
urging he give immediate attention to 
this matter. 

Especially disturbing is the practice of 
contract awards to consulting firms 
when the work, if necesary, should be 
done internally. Furthermore, the trend 
toward awarding contracts to firms re
cently staffed by former Pentagon em
ployees raises serious ethical questions. 

Mr. Presi.dent, an article on this sub
ject by Columnist Jack Anderson de
serves the attention of the Congress. I 
ask unanimous consent that this article, 
entitled "Fast-Buck Operators MUk Sa
cred Cow," which appeared under Mr. 
Anderson's byline in the March 4, 1981, 
issue of the Washington Post, be printed 
in the RECORD. 

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

[From the Washington Post, Mar. 4, 1981] 

FAST-BUCK OPERATORS MILK SACRED COW 
(By Jack Anderson) 

The Defense Department has become the 
only sacred cow to survive the determined 
budget-cutters of the Reagan administration. 
Yet there is overwhelming evidence that the 
Pentagon cow is being milked for hundreds 
of millions of dollars in dubious contracts 
each year. 

'In the process of hiring private consultants 
for work their own employes should be doing, 
the brass hats are turning over control of 
defense policies to a small clique of outside 
"experts" motivated more by profits than 
patriotism. These specialized consulting firms 
are packed with former Pentagon personnel, 
who usually g:et favored treatment from their 
onetime buddies in the military. 

A still-classified governmf!nt report re
viewed by my associate Indy Badhwar chron
icles appalling waste, mismanagement, greed 
and conflicts of interest that threaten to 



March 5, 1981 CONGRESSIONAL RECORD-SENATE 3655 
make the Pentagon a private fiefdom of fast
buck operators. Some details from the n port: 

More than half of all Department of De
fense contracts go to companies that employ 
or were formed by former military or civilian 
DOD officials. 

A private consulting firm was hired for 
$294,000 (a contract price that soon almost 
doubled) to study drug and alcohol abuse in 
the armed forces. Though there were Penta
gon employes qual!fied to make the study at 
lesser cost, the brass hats explained that an 
"outside" contractor would provide a more 
objective report. The vice president of the 
"outside" firm was the former dire::tor of 
Pentagon research into prevention of drug 
and alcohol abuse. 

Nearly 60 percent of all contracts are re
newed repeatedly-a circumstance referred to 
by insiders as the "from-here-to-eternity 
gravy train." 

A contractor was hired for $190.000 to teach 
Navy personnel how to improve cost analyses 
on missile work. The contractor then sn~
gested that his firm take over the co~t 
analyses-in other words, do what he was 
originally hired to teach Navy emuloyees 
to do. The Navy bought the proposal, and the 
contract is now in its seventh year. 

An $80,000 contract was awarded for 
"studies on nonpecuniary factors in the fed
eral approach to pay comparability and the 
feasibility of monetizin~ these n onuecuni
ary factors for con.,ideration in the pay com
parability process." When auditors asked if 
this incredible go'Jbledygook made any sense, 
a top official reulied airily: "That's what 
makes it interestin""" 

A contractor wa'; paid $43.000 from the 
Navy for technical data on a naval test range . 
He got the data from the Navy itself. 

'IIhe Air Force paid a contractor $50.000 to 
correct a malfunction in a missile mockup. 
An Air Force engineer had already solved 
the problem. 

An Air Force co'1tractor was awarded $1.4 
million to correct deficiencies in another 
firm 's multimillion-dollar pro.1ect. With 80 
percent of the money sp~nt, the contractor 
demanded $400.000 more t.o comolete his job. 
The mon~y wasn't available. so the contrac
tor walked away when he had spent the ori""i
nal $1.4 million, leaving civil servants to pi~k 
up the pieces. 

A co..jtract to provide suooort services for 
the Army's Hawk missile has been modified 
60 times, raising the cost from $6 million to 
$33 million and delaying completion by a 
year. 

DISABLED AMERTCAN VETERANS 

Mr. ROBERT C. BYRD. Mr. President, 
every year the D;sabled American Vet
erans CDAV) comes to Washington to 
formally present its views to the Con
gress. I wish to submit for the REco;l) 
Senator CRANSTON's statement to the 
group, given at this year's annual meet
ing on Februarv 24. 

Every Member of this body is aware of 
Senator CRANSTON's cornoassion and un
derstanding in responding to the needs 
of our wartime veterans. There are now 
~orne 2.3 mill.ion vetenms receiving serv
Ice-connected disllbility compensation. 
?nderstandably, thic; nrouram is of major 
Importance to our Nation's veterans. 

Senator CRANSTON, as chairman and 
now a.s ranking minoritv member of the 
Veterans' Affairs Comm·ttee. has been an 
eloquent sookesman for those men and 
women who have endured hardshio and 
sacrifice in the !';ervke of our country. His 
ef!ective _leadership hac; resulted in sig
nificant Imurovernents in many different 
veterans' rrograms. 

The statement follows: 

DAV LEGISLATIVE PRESENTATION 

Thank you, all, and welcome to all of you 
here this morning, and a special welcome to 
National Commander Stan Pealer. I look for
ward to hearing the D.A.V.'s legislative goals 
and priori ties. 

I'd also like to welcome especially my fel
low Californians who are here this morning
National Senior Vice Commander Sherman 
Roodzant and Bob Jordan, National Service 
Officer. Would you and the other members 
o! the California delegation please stand and 
be recognized? 

[Applause.] 
Next, I want to congratulate immediate 

past National Commander Paul Thompson 
on his fine record of achievement and leader
ship this past year, and to note the presence 
here of one of your most distinguished past 
national commanders and my very close 
friend and counselor, Oliver Meadows. 

Would Paul and Oliver please stand so we 
can acknowledge their great work. 

l Applause. I 
I also want to say a special word of thanks 

to the outstanding national headquarters 
staff of the D.A.V., with whom I've worked 
so closely and from whom I've received such 
excellent cooperation and assistance-
"Gabby" Hartnett, Rick Heilman, Butch 
Jaeckel, Ron Drach, Steve Edmiston, Bill 
Gearhart, Art Wilson, and others-while I 
was chairman of the committee. I look for
ward to continuing our productive working 
relationship. 

Looking back, I think we can see just how 
productive it's been. 

Last year, during a period of tight budg
etary restraint, working closely together in 
a bipartisan manner, we were able to build 
a very good record of responding to the needs 
of our service-connected disabled veterans
this committee's top priority. 

First, we were able to provide fair cost-of
living increases in the compensation and 
D.l.C. programs-although, budget restric
tions unfortunately prevented our making 
the 14.3-percent increase applicable across 
the board. 

In addition, we enacted the first compre
hensive revision in 37 years of the V.A.'s 
chapter 31 program of rehabilitation for 
service-connected veterans, including two 
of your major goals-expansion of services 
for very severely disabled veterans and em
phasis on helping the veteran obtain and 
retain suitable employment. I'm very proud 
of this legi':'lation. 

In the same new law, we improved employ
ment programs for veterans-especially dis
ab1ed veterails and Vietnam-era veterans
includin~ a permanent statutory base for the 
very successful D.-VOP program. 

Last year's comp. bill also established a 
new program of special home adaptations
sought by your organization-for certain 
veterans with service-connected loss of both 
hands or service-connected blindness. 

In the all important health-care area, we 
also did well for service-connected veterans. 
By an historic. 85- to-zero vote in the Senate, 
we overroad the ill-advised presidential veto 
of the physicians special pay bill. The law we 
enacted, by dealing effectively with the re
cruiting and retaining of V.A. health-care 
personnel-should do much to help guaran
tee a strong, independent V.A. medical 
system. 

In the appropriations process-again with 
your great help-we added $32 million to the 
V.A.'s budget request for medical care. in
cluding funding for 1,176 additional health
care workers. And I am very pleased to report 
that the comptroller general of the United 
States has just ruled, pursuant to our re
quest for a formal ruling. that a 1979 law I 
proposed makes it unlawful for the adminis
tration to apply its current hiring freeze to 
any uoc:i tions in the V.A. health-care system. 

I believe the Comptroller General is 100-

percent right on this! So does the V.A.'s 
General Counsel. But, as always O.M.B. is 
dragging its feet. We've got to work to
gether on this. It's time for O.M.B. to obey 
the law and give V.A. health-care programs 
the support and the staff that the Congress 
has mandated. 

With respect to legislation this year, it 
appears that President Reagan will continue 
the policy of proposing an adequate cost-of
living increase in compensation and D.I.C. 
but whether he does or not, I pledge that 
I'll do my best to see that we keep faith 
with service-connected disabled veterans hit 
with double-digit inflation. 

With respect to the upcoming Fiscal Year 
1982 budget and appropriations processes, 
we don't yet know what cuts will be pro
posed from President Carter's quite effective 
V.A. health-care budget request. But I want 
to assure you that, in reviewing any pro
posals for changes, I will not support any 
that would impair the independen~e or in
tegrity of the V.A. health-care system or 
lower tlle quality of its health-care services. 
That must not happen! 

Also, we must insist on adequate funding 
to implement the chapter 31 improvements 
enacted last year. 

On the legislative front, two bills I've in
troduced respond directly to D.A.V. resolu
tions-S. 41? to increase the specially 
adapted housmg grant, and S. 416 to increase 
the adaptive auto assistance grant and pro
vide certain service-connected veterans-who 
don't qualify for the grant-with adaptive 
equipment they need to operate a car safely. 

Also, I've introduced S . 458 to extend by 
two years both the eligibility period for 
Vietnam-era veterans to request V.A. read
justment counseling services and to receive 
V.R.A. appointments in Federal positions. 
The D.A.V. has been most responsive to 
maintaining effective programs such as these 
that respond to the needs of Vietnam vet
erans and I look forward to your continued 
support. 

I firmly believe that it is by continuing to 
deal honestly and responsibly with the 
difficult issues of special importance to Viet
nam veterans-such as agent orange-that 
we can best say to these veterans that the 
Nation is truly grateful for their service and 
sacrifices on our behalf. 

Another important agenda item is to im
prove V.A. benefits for ex-P.O.W.'s. I will bP 
introducing a bill very shortly to ensure thar, 
these who have endured so much receive no 
less than their due. 

Finally, I greatly appreciate the help 
you've given me in refining the bill, S. 417, 
I introduced this year to provide a new G .I. 
bill program for the all-volunteer force. I 
believe we need prompt enactment of legisla
tion to help recruit and retain the military 
personnel needed to provide for a strong 
national de!ense. 

Truly, there is much to do this year. As 
ranking minority member of this committee, 
I look forward to working closely with your 
outstanding organization, to receiving your 
input, and to getting the job done once again 
for America's veterans. 

THE SENATE'S AGENDA 

Mr. BAKER. Mr. President, I under
stand that certain negotiations are un
derway now in respect to a time agree
ment and other arrangements that may 
lead to an orderly disposition of the so
called ca<:h discount bill which I had in
dicated on Tuesday I intended to ask 
unanimous consent to procepd to or 
move to the consideration of that item 
on the legislative calendar. 

While those negotiations proceed, I 
think it is clear now that there is no 
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further morning business to be trans
acted for the moment. 

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

The PRESIDING OFFICER. The clerk 
will call the roll. 

The assistant legislative clerk pro
ceeded to call the roll. 

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

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

THE CRISIS IN THE AUTO 
INDUSTRY 

Mr. DANFORTH. Mr. President, the 
auto industry remains in a state of crisis 
despite a rebate-led sales surge in late 
February by several U.S. automakers. 
Domestic sales of U.S.-made cars were 
down 4.2 percent from February of last 
year. The late month rally came at a 
very high price. GM began offering re
bates of $500 to $700. Chrysler offered 
rebates of 7 percent on most of its cars. 
Ford offered rebates of 10 percent and 
still suffered a year-to-year sales decline 
in late February while others were im
proving. Industry analysts are reported 
to expect another slump when the re
bates expire. U.S. automakers clearly 
cannot depend on such rebates to spur 
sales and meet their commitment to in
vest $70-$80 billion in retooling over the 
next several years. 

Mr. President, I ask unanimous con
sent that the Senator from Louisiana 
<Mr. LoNG) be added as a cosponsor to 
s. 396. 

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

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

The PRESIDING OFFICER. The clerk 
will call the roll. 

The assistant legislative clerk pro
ceeded to call the roll. 

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

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

FOREIGN POLICY STRATEGIES 
AND CONCERNS 

Mr. THURMOND. Mr. President, much 
talk is being centered both inside and 
outside the Reagan administration about 
various foreign policy strategies and 
concerns. 

A recent speech delivered by Human 
Events Capitol Hill Editor Allan H. 
Ryskind at Hillsdale College for the Cen
ter for Constructive Alternatives Semi
nar on "Washington's New Leadership" 
reflects much of my thinking. The speech 
text is particularly effective in under
scoring that former President Carter's 
two Secretaries of State were tragically 
nearsighted when it came to Soviet 
moves and countermoves. 

Mr. Pres~dent, in order to share Mr. 
Ryskind's excellent insights with my col
leagues, I ask that this viewpoint appear 
in the RECORD at the conclusion of my 
remarks. 

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

U.S. FOREIGN POLICY NEEDS A FORWARD 
STRATEGY 

(By Allan H. Ryskind) 
The general theme at this seminar, as I 

understand it, is: Can the new Administra
tion make a difference, can it change things 
for the better? My response, as a fairly long
time ooserver of the Washington scene, is 
that it would be difficult for things to get 
worse. Double-digit inflation, high unem
ployment, high interest r<~.tes, low produc
tivity and a runaway budget suggest that 
the Reagan Administration, assuming it is 
fully determined to slash tax rates and apply 
a tourniquet to our hemorrhaging budget, 
wlll at least diminish the intensity of the 
pain. 

But what about the area of foreign policy, 
the main topic of my speech tonight? Here, 
again, I believe, it would be difficult for the 
Reagan Administration to make things 
worse. And to understand why this is so, 
some history of the Carter years is in order. 
Under the late-and some would say unla
mented, I would say unlamented-Admin
istration, the United States and that portion 
of the world that is still eager to resist com
munism suffered enormous setbacks. 

The Communists of North Vietn3.m, who 
stormed over the South in the spring of 
1975, managed to nearly consolidate their 
hold on the entire Indochina peninsula, hav
ing installed their puppet in Cambodia in 
January 1979. A few weeks after the fall of 
Phnom Penh, several thousand miles away 
in the pivotal Persian Gulf area, the shah 
felt impelled to fiee his country, leaving 
Iran to the tender mercies of a fanatical 
anti-American Shiite Moslem, the Ayatollah 
Khomeini. 

How critical was the loss of the shah? 
Former Secretary of State Henry Kissinger, 
with whom many of us on the right don't 
always agree, has made an eloquent response. 
"In my own experience,' he said, "the shah 
never failed to stand by us. In the 1973 Mid
east war, Iran was the sole American ally 
adjoining the Soviet Union which did not 
permit the overflight of Soviet transport 
planes into the Middle East. In 1973-74, Iran 
was the only Middle East oil-producing coun
try that did not join the oil embargo against 
us .... " 

With the demise of the shah's regime, an 
unfriendly power now borders the Strait of 
Hormuz, through which passes 70 per cent 
of the imported oil consumed by Western 
Europe and 90 per cent of that used by Ja
pan. The new Iran, unlike the old, is a 
deadly enemy of both Isnel and Egypt, a 
supporter of such pro-Soviet terrorist re
gimes as Libya and a foe of the West in 
general. 

The facilities we used in Iran to monitor 
the Soviet's strategic mis~ile test range are 
no longer available to us. What may be even 
more dangerous to the West's survival is that 
the political earthquake that shattered Iran 
has already had unpleasant consequences for 
the major oil-producing nation in the gulf, 
Saudi Arabia. The loss of Iran, in short, has 
placed the West in the greatest peril. 

I wish this were the only sad news I had 
to relate. But 1979, unlike the words of a 
singer identified with the Reagan era, was, 
alas, a very bad year. More foreign policy 
catastrophes were to come. In December 1979, 
the Soviets engaged in a massive invasion of 
Afghanistan. It was the first time since the 
conquest of Eastern Europe that Soviet sol
diers were dispatched en masse beyond the 
borders of their post-World War II empire. 

The Afghan rebels, we are told, are giving 
the Soviets a rough time, but, in speaking 
to knowledgeable Afghans who have left their 
oppressed nation, one is led to believe that 

the rebels cannot last forever without far 
more help than they are presently being given 
by outsiae sources. 

By moving into Afghanistan, Soviet armies 
now threaten both Pakistan and Iran, and, 
indeed, the entire Gulf region. With a Soviet
ized Ethiopia and Yemen threatening Saudi 
Arabia from the west and the south and a 
Sovietized Afghanistan menacing Iran and 
Pakistan from the east, the oil lifeline of the 
West is facing a powerful Soviet pincer move
ment that hardly warrants optimism on our 
part. 

In the Middle East and Asia, then, ';.here 
were stunning setbacks for the West. But we 
also suffered a major blow in our own back 
yard: Central America. The President would 
not admit it, but the Soviets and the Cubans 
had managed to acquire a new nation in our 
hemisphere in July 1979. Once considered a 
pro-Western ally and the key to control of 
the region, Nicaragua was overrun by the 
Sandinistas, with the United States paving 
the way through an arms embargo on the 
Somoza government. 

The Sandinistas were spawned by the 
Cubans, trained by them and virtually con
trolled by them. When Nicaragua fell, they 
established a Cuban-style political apparatus 
that was effective right down to the block 
level; they invited Cubans in as m111tary 
advisers and teachers; and they were soon 
signing agreements with Moscow. 

While the Sandinista rulers have repeatedly 
denied exporting revoluticn, so flagrant has 
been their involvement in El Salvador that 
even our extremely liberal ambassador there, 
Robert White [since fired], was moved to 
denounce Nicaraguan intervention. Castroism 
under President Carter had been spreading 
so swiftly throughout the Central American
Caribbean region that the Communist parties 
in the area recently remarked that "In Cen
tral America, the revolution feels itself 
stronger than in any other years in history." 

Aside from absorbing these staggering 
losses, the United States, in the eyes of Presi
dent Carter's own key m111tary appointees, 
had slipped behind the Soviet Union in our 
strategic capab111ties. Just last year, Gen. 
Richard Ellis, head of the Strategic Air Com
mand, whose mission is to deter Soviet ag
gression with our nuclear arsenal, told a 
House Defense Appropriations subcom
mittee: 

"Our calculations show that there was in
deed essential equivalence in 1977 and early 
1978. Since then it has eroded to the point 
where we must say essential equivalence does 
not exist." The chairman of the Joint Chiefs 
of Staff, Gen. David Jones, considered by 
many conservative lawmakers to have been a 
Carter apologist, told the Senate Armed Serv
ices panel on June 16: 

"I share Gen. Ellis' concern. I said earlier 
that I also agree with what Sen. Jackson 
said, that we have moved from strategic 
superiority to the edge of strategic 
inferiority. . . ." 

Why have these catastrophic reversals 
ta~en place? If you believe, as some have 
contended, that personnel is policy, then 
tbere is no mystery as to why the West has 
suffered such enormous setbacks. I cannot 
think of any administration in our history 
which placed into critical governmental 
positions so many people who espoused 
defeatism, pacifism, radicalism or anti
Americanism. 

From Sam Brown, who headed Action and 
controlled the Peace Corns, to Andrew 
Young, who set our Third World policy at 
the United Nations, to even Secretary of 
State Edmund Muskie, the Carter Adminis
tration was wallowing in strange characters 
preaching astonishing doctrine. 

There is an old but inelegant saying that 
"the fish stinks from the head." And Presi
dent Carter, unfortunately, was largely re
sponsible for the tenor of our foreign policy. 
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A tip-oft' as to the disaster that was to fol
low when he assumed office came when he 
tried-unsuccessfully, it turns out-to in
stall Theodore Sorensen as chief of the Cen
tral Int elligence Agency. 

A former speech-writer for President Ken
nedy, Sorensen had become a partisan of 
tbe Democratic left in this country. He was 
an early booster of George McGovern, a sup
porter of "massive" defense cuts and an ad
vocate of unilateral disarmament. Equally 
revealing is that the man Carter picked to 
head the CIA-the agency upon which the 
President must depend for making crucial 
foreign policy and defense decisions-was a 
conscientious objector. His Nebraska draft 
records show that he was classified "l-AO, a 
conscientous objector available for non-com
batant military service only" when he ini
tially registered. He also had that classi
fication during the Korean War. 

Sorensen has never rep t:diated his "con
scientous objector" beliefs, and, indeed, de
fended them before his Senate confirmation 
hearings in 1977. He did insist, however, to 
many a skeptical solon , that "my preference 
for personal non-violence" would not inhibit 
his advice to the President on military policy. 

Sorensen withdrew his name from nomina
tion the first day of the hearings because it 
was obvious he could not be confirmed. But 
for the President to have purposely chosen 
a conscientious objector to rule over our 
major intelligence-gathering agency clearly 
signalled that this country was about to 
embrace a very soft foreign policy. Nor was 
the Sorensen selection particularly out of 
"synch" with the rest of the Certer appoint
ments. 

Sam Brown, Carter's choice to head Action, 
had led the anti-war movement in the 
United States. But he was not just anti-war, 
but pro the enemy, pro the Vietcong and the 
North Vietnamese battalions. On Sept. 25, 
1977, after he was already the chief of Ac
tion, the agency which governed the Peace 
Corps, Brown participated in a "ce!ebration 
and welcome" to honor the arrival of the 
Vietnamese Communist delegation to the 
United Nations and joined in applacding 
Vietnamese Deputy Foreign Minister Ngo 
Dien who heatedly condemned the "U.S. im
perialists." 

Brown told the New York Times: "I be
lieve we ought to aid the Vietnamese in their 
construction." Thus Brown like so many sup
porters of Hanoi , felt it was incumbent upon 
the Unit ed States to pay reparations to the 
North, to enable our enemy to impose the 
same kind of brutal regime it enjoyed upon 
the South Vietnamese. 

How much a speech-writer can influence a 
President is debatable, but the fact that 
President Carter chose Hendrik Hertzberg 
to script his major addresses because they 
seemed to think alike is not only interesting 
but a bit scary as well. Hertzberg emerged as 
the President's favorite ghost in 1979. Just 
two years earlier-when he began employ
ment at the White House-he was listed on 
the masthead of Win, a publication of the 
radical-pacifist War Resisters League. 

Not only was Hertzberg on the editorial 
masthead-until it was revealed in the 
press-but he was a frequent enough con
tributor. One of his more startling articles 
was featured in the Aug. 1, 1974, edition. 
Titled "It's Time to Start Worrying About the 
Bomb Again," the article was highly sup
portive of a proposal by then Sen. Haro'd 
Hughes, the Iowa Democrat, who announced 
that if he were ever elected President the 
American people must know that he ~ould 
never, under any circumstances, use nuclear 
weapons. 

Hertzberg himself suggested that it might 
be a dandy idea for the U.S. to unilaterally 
destroy our entire atomic arsenal. Such a 
plan, he said, "could be undertaken openly, 
and television crews, foreign diplomats and 

representatives of international organiza
tions would be invited to observe the dis
mantling of our warheads. The initial reac
tion everywhere would be stupefaction, giv
ing way, I imagine, to a dramatic improve
ment in the world's moral and political 
climate." 

J: do agree with Hertzberg on at least one 
point: The world would, indeed, be "stupe
fied" if we carried out his program. But how 
the world would be betiter oft' after we had 
instantly handed the Soviet empire com
plete military mastery over every country 
on earth leaves me somewhat mystified. 

But Hertzberg had a breathtaking explana
tion for his ingenious proposal. Neither the 
Soviets nor the Red Chinese, he blithely 
contended, would be likely to launch an un
provoked attack after such a magna.nimous 
surrendering of our arms, because it "would 
be a crime against humanity dwarfing any
thing in the past, including the mass mur
ders of Hitler and Stalin, and I do not think 
that either the Russians or the Chinese 
are prepared to commit a crime of such 
enormity." 

Nothing if not intellectually honest, 
Hertzberg acknowledged that a "crime of 
such enormity" might still be committed, 
"remote as the chances are." But then he 
said that "it would be undeniably 'better' 
for the United States alone to be destroyed 
than for the Soviet Union, Europe and much 
of the rest of the world to be destroyed as 
well." 

In the May 1, 1976, issue of Win, Hertz
berg, as almost all New Left intellectuals, 
welcomed Hanoi 's victory in South Vietnam, 
even though he granted the new rulers would 
be repressive. He also said: "Vietnam will be 
free of foreign interference and domestic 
gangsterism-most people will be far better 
off than they were under Saigon. . . . 

"The society the Communists will con
struct in Vietnam will not be a free society 
as I understand the term," he added, "but 
the outcome of the struggle, both there and 
here in the United States, was a victory for 
something honorable in the human spirit." 
Cncidentally, when I contacted Hertzberg 
in April 1979, he informed me, in writing, 
that, by and large, he still stuck by his con~ 
elusions on Vietnam. He did not expound 
on his nuclear disarmament policy.) 

Is it not somewhat remarkable that the 
man who was scri;>ting the President's 
speeches believed we should unilaterally de
s t roy our nuclear weapons, even if it meant 
our own annihilation, and that he embraced 
the theory that Hanoi's victory over a rela
tively free South Vietnam was "something 
honorable in the human spirit"? 

But this only scratches the surface of the 
kind of men who surrounded the President. 
Whom did the President install as our chief 
arms negotiator for the SALT II talks? Paul 
Warnke. And what was Mr. Warnke's claim 
to fame? Ht: s~::rved as the principal adviser 
to Sen. George McGovern on national secu
rity issues during the 1972 campaign. 

Analyzing the McGovern position on d~
fense, Dr. William Kintner, a highly re
spected American defense expert, stressed 
that the dramatic detense cuts planned by 
McGovern amounted to "a fiscal formula for 
unilateral disarmament. This could only 
satisfy the Soviet Union, upon whose benign 
sentiments we and our allies would then de
pend, because the McGovern budget would 
give them no choice." 

Warnke's preference for "unilateral" initi
atives was evidenced in the Spring 1975 issue 
_of Foreign Policy, where Warn,~e proceeded 
to blame the arms race on the United States. 

"As its only living super1Jower model," 
stated Warnke in doleful tones, "our words 
and our actions are admirably calculated to 
inspire the Soviet Union to spend its sub
stance on military manpower and weapon-
ry .... " 

"The chances are good ... that highly ad
vertised restraint on our part will be recipro
cated. The Soviet Union, it may be said 
again, has only one superpower model to 
follow. To date , tbe superpower aping has 
meant the antithesis of restraint." 

Unforgivably, in my humble opinion, 
Warnke blamed us for provoking the Sovie.t 
Union for engaging in the most massive 
military buildup in history, even though the 
record will show that the U.S. defense budg
ets experienced dramatic declines during the 
Nixon and Ford years. Ever since the Cuban 
missile crisis, furthermore, the United States 
has deliberately pursued a unilateral dis
armament policy designed to permit the So
viets to match our strategic might, to assure 
them that we have no aggressive intentions. 

Warnke, however, is apparently someone 
who favors a policy fashioned to give the So
viets, not parity, but strate~ic superiority. 
At the very least, he is not disturbed by the 
possibility. Testifying before the Senate on 
the 1972 SALT I agreement, Warnke said the 
ceilings on "both land-based and sea-based 
missiles shculd not be the cause for any 
concern on our part. They do give the So
viets an apparently large mathematical 
edge . . .. We should not be concerned about 
the existing 1nathematical edge, nor should 
we be concerned about any attempts that 
t.he Soviet Union might take to add addi
tional, useless numbers to their already far 
more than adequate supply." 

When Warnke was under fire before being 
confirmed by a rather narrow margin by the 
Senate, President Carter continued to ex
press "complete confidence" in him. He 
stated: "His views are well considered by 
me .... I have accepted them .... I believe 
Mr. Warnke's proposals are sound." 

Is Warnke 's nuclear weapons philosophy 
ro different from Hertzberg's? rs it any won
der that with Warnke as our chief negotia
tor for SALT II, Let. Gen. Edward Rowny, 
the Joinrt Chief's representative at the talks, 
ended up denouncing the treaty we con
cluded? !s it any wonder that the Senate 
refused to ratify it, believing it was not in 
our own interest to do ro? 

Andrew Young, of course, also played a 
strategic role in shaping our foreign policy. 
You may recall his statements with a few 
shudders. I know I do. But when he re
signed under pre"sure in the summer of 
1979, the Liberal Establi.~hment while fault
ing him for misleading the secr~tary of state, 
hailed his suppo-ed srtatesma.Ill'.'hip, with the 
Washington Post insisting that "he made 
some truly ou~.ized contributions to Amer
ican diplomacy." Did he really? 

Young saw himself as the spokesman for 
the downtrodden, but his legacy at the U.N. 
was not as a champion of the oppres~ed. but 
as a spear carrier for the oppresscr. Con
trary to the liberal myth, his voice was not 
raised on behalf of the moderates, the peace
makers and the poor, but on behalf of left
ist, totalitarian regimes and revolutionaries. 

His record on their behalf is close to per
~ect. When the Cubans arrived in Angola, 
mtent on supporting the minority Commu
nist-dominated MPLA and crushing the ma
jorit y opoosition, Young cont ended that 
Castro's forces "were essentially opposing 
racism, and driving the South Africans 
out." As he was being considered for the 
U.N. pmt by the Senate Foreign Relations 
panel, Young appeared on CBS-TV where 
he said, " ... [T)here's a sense in whioh the 
Cubans bring a certain stability and order 
to Angola .... " 

"I don't believe that Cuba is in Africa 
beca~e it was ordered there by the Rus
sians," he once said. "I believe that Cuba 
i.s in Africa because it really hM shared a. 
sense of colonial oppression and domina
tion." 

Whether dubbing Iran's Khomeini a. 
"saint" or defending Castro's armed aggres-
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sion in Africa or suggesting that the United 
States is no better than the Eoviets, for we, 
too, supposedly have "hundreds, perhaps 
thousands, of political prL<:oners," Young 
played a disastrous rcle in shaping our for
eign policy. He sent out the dangerous sig
nal around the world that the U.S. is the 
friend of revolutionary Marxists, not their 
enemy. And many would contend that this 
is why the Cubans, the Ethiopians, the 
South Yemenis, the Patriotic Front, the 
Vietnamese, the Sandinisrtas, et al., were 
having such an easy time in pursuing their 
imperialistic ventures. 

Though Young couched his rhetoric in the 
most provocative and outrageous terms, the 
basic thrust of his views were, to a great 
extent, policy. With Young at the helm, the 
U.S. did support the MPLA in Angola, did 
back the Marxist left in both Africa a1~d 
Latin America, did withdraw our backing of 
the shah and purposely undermined So
moza. 

In his 1970 book, "Between Two Ages," 
Brzezinski observed: "Latin American na
tionalism, more and more radical as it widens 
its popular base, will be directed with in
creasing animosity against the United States 
unless the United States rapidly shifts its 
own posture. Accordingly, it would be wise for 
the United States to make an explicit move 
to abandon the Monroe Doctrine and to con
cede that in the new global age geographic 
or hemispheric continuity no longer need be 
politically decisive." 

In an article appearing in "Foreign Policy" 
in the summer of 1976, titled "America in a 
Hostile World, Brzezinski-who was just 
about to assume power-suggested that his 
views had not changed perceptibly over the 
years. He said that the Third World was in
exorably tilting toward the revolutionary 
left, and that U.S. foreign policy should be
come "sympathetically sensitive" to the sig
nificant shift toward Marxist values. 

While it may strike some as offensive, he 
added, Cuba and China are tOday "so attrac
tive to so many" because of the egalitarian 
nature of their societies. The obvious point 
Brzezinski was making: If you can't beat 
'em, join 'em. Hence, it is no wonder that 
the Carter Administration began its tenure 
by making overtures to Castro and his sup
porters in the Third World. 

How else to explain the fact that when 
Jonas Savmble the anti-Communist Ango
lian guerrilla leader, came to the United 
States he received an icy reception from the 
Carter Administration? Despite urgent re
quests from Lane Kirkland of the AFL--CIO, 
former Defense Secretary James Schlesinger, 
former Secretary of State Henry Kissinger 
and Senators Sam Nunn and Daniel Patrick 
Moynihan, Brzezinski refused to meet with 
the charismatic leader who would almost 
certainly win an election in Angola if the 
Cubans would get out. 

Sav:mbi now relates that two hostile aides 
of Richard Moose, the then assistant secretary 
of state for Africa, did finally meet with him. 
"They said I was wasting my time," Savimbi 
has said, "and that the Carter Administra
tion did not want to be bothered by UNITA. 
They even said mine was a lost cause and 
that I should give it up. They asked me why 
I was afraid of communism. My reply was 
that I was not fighting communism, but 
rather Soviet-Cuban colonialism, a foreign 
source of misery for my country. 

"One of Moose's fellows said that he had 
been to Ethiopia and that Marxism had re
stored peace and tranquility and improved 
life for everyone there." 

The picture would not be complete with
out at least mentioning the two secretaries 
of state during the Carter years, Cyrus Vance 
and Edmund Muskie. Vance was, perhaps, the 
weakest secretary of state in modern times. 
Apparently traumatized by his initial support 
of the no-win war in Vietnam, he became a 
do-noDhing secretary of state, who custom-

arily endorsed Andrew Young's policies and 
offered no resistance of any note to either 
Soviet or Cuban adventurism. He quit his 
post because he couldn't go along philosophi
cally with a decision by the Administration to 
u3e very limited force to liberate our ho3tages. 

When the Soviets invaded Afghanistan and 
Pre3ident Carter made the decision to impose 
the grain embargo, shelve SALT II and 
squeeze the Soviets in other ways as well, 
Vance refused to be strongly identified with 
the toughening response from the White 
House. 

I attended the White House press briefing 
when Brzezinski and other top Administra
tion officials explained the need for these 
anti-Soviet measures. Vance was conspicu
ously absent. The next day, when the State 
Department had a special briefing on the Ad
ministration decision, Hodding Carter III, the 
press spokesman, was the man in charge, 
with Vane~ a"ain col1spicu ouslv a'J"ent. When 
I asked Carter where Vance was he said he 
was in the building , but didn't have the time 
to brief the reporters. Whether out of con
viction or otherwise, he had decided not to 
be closely identified with the Administra
tion 's tentative efforts to apply a stronger 
policy toward Moscow. 

His replacement, Edmund Muskie, had been 
considered a dove when he was in the U.S. 
Senate , and this belief was underscored by 
the little-known remarks that he delivered 
to the Beth Jacob Brotherhood Donor Dinner 
in Pikesvile, Md., on Jan. 30, 1980, about a 
month after the Afghanistan invasion. 

Amazing as it might seem, Muskie, while 
claiming he supported President Carter's 
hardened attitude toward Moscow, issued a 
virtual brief on behalf of the Soviets. Aside 
from trying to "stabilize the region" and 
fearing that the United States might "inter
vene militarily" in neighboring Iran, the 
Soviets, said Muskie, "may well have mis
understood recent American actions as ag
gressive in nature." 

We should look, he informed his audience, 
"for a minute at recent United States policy 
initiatives from a Soviet perspective." Said 
Muskie (and I quote him verbatim): 

" ( 1) The SALT II treaty was being ex
haustively examined in the United States 
Senate. Crippling or 'killer' amendments were 
a virtual certainty on the Senate floor. 

"(2) The NATO allies, with the encourage
ment of the United States, had recently 
agreed to the basing of so-called theater nu
clear weapons designed for use in a limited 
nuclear war. They are theater weapons to our 
allies-but strategic weapons to the Soviet 
Union, whose cities they threaten. 

"(3) Our defense budget, like the Soviets', 
has been increasing steadily since 1975. We 
are undertaking major improvements in our 
strategic weapons. Last year, a proposal to 
increase defense spending by 3 per cent after 
inflation in 1980 and 5 per cent in 1981 and 
1982 was adopted overwhelmingly. 

"(4) We have been dramatically improv
Ing our relationship with the People's Re
public of China. We planned to grant favor
able trade concessions to China while con
tinuing to deny them to the Russians. 

" ( 5) The disclosure that a Soviet combat 
brigade was stations in Cuba brought a re
action from the United States which in the 
eyes of the world must have appeared mas
sive, from the well-publicized shows of mili
tary muscle, to the intense negotiations with 
our allies in the region." 

The Soviets, Muskie continued-and then 
either he or someone on his staff pencllled 
in the afterthought, "in their paranoia"
"may well have concluded that detente was 
dead and that it was we who had killed it. 
We were at a minimum placing a severe 
strain on detente." The Soviet "misreading 
of American intentions concerns me deeply," 
he added. 

With this kind of thinking permeating the 
Administration from top to bottom, you can 

see why I believe that it would be difficult 
for the Reagan Administration to do worse. 

Having said all this, having detailed the 
gory aspects of the Carter foreign policy, and 
outlined the defeatist and near-pacifist 
thinking of its philosophers, I am still not 
certain, despite the wonderfully refreshing 
statements about the Soviets that are ema
nating from the President and the secretarv 
of state, that the new Administration will do 
immeasurably better. 

I say this because, during the entire post
World War II era, every administration
whether Republican or Democratic, whether 
softline or hardline-has lost ground to the 
Soviet empire and/ or communism. Under 
President Truman, Eastern Europe and China 
disappeared behind a Communist curtain. 
Under President Eisenhower, the Soviets-by 
our refusal to do anything to challenge the 
Russians when the Hungarian Revolution 
broke out-consolidated their hold over 
Eastern Europe. And they breached the Mon
roe Doctrine when they established a major 
beachhead in this hemisphere in 1959 with 
Castro's assumption of power in Cuba. 

Under Presidents Kennedy and Johnson, 
Indochina began slipping into the Soviet 
sphere of influence and the United States, 
through the disarmament philosophy of 
Robert McNamara, saw its strategic nuclear 
superiority vis-a-vis the Soviets begin to 
erode rapidly. 

Under Presidents Nixon and Ford, Hanoi 
expanded its grip on Southeast Asia, the 
Cubans began spreading their soldiers into 
Africa and we continued to fall behind the 
Soviets militarily. In addition, detente 
opened the way for the Soviets to receive 
a massive infusion of sophisticated technol
ogy from the West, much of which they used 
to build up their nuclear and conventional 
forces. The Carter years, as I have suggested, 
greatly accelerated our retreat from the 
world and tl::e growth of Soviet power. 

So what should be done? What is desper
ately needed, in the eyes of many Kremlinol
ogists, is a forward strategy. For too long we 
have decided to react to events, never to take 
the lead. In the opinion of a growing number 
of students of Soviet power, we must greatly 
increase the pressure upon the Soviet Union 
and its satellites. We must not only retain 
the grain embargo, but we must expand it 
to include our high-grade technology. The 
Afghan re ·1els. as the recent slamic confer
ence in Saudi Arabia makes clear, are in deep, 
deep trouble so it is incumbent upon us to 
furnish them with as m .. ny critical weapons 
as they can handle. 

We must totally reverse our policy toward 
Angola, giving Jonas Savimbi the kind of 
backing a friend of the West and an enemy 
of Soviet-Cuban imperialism deserves. 

But I would also contend that we scrap the 
Brzezinski Doctrine and reestablish the 
Monroe Doctrine. 

As Moscow's cat's-paw, the Cubans have 
handsomely extended Soviet influence 
throughout Africa and the Middle East. They 
have conquere:i An~ola and are conniving 
against Saudi Arabia from their havens in 
:E.thiopia and Yemen. Through arms and 
training, they have helped to bring about 
the Communist conquest of Nicaragua and 
have frequently appeared on the brink of 
toppling El Salvador as well. Cubans are 
literally swarming throughout the Carib
bean. 

There is no auestion as to their impact. As 
Martin J. Scheina, analyst for Cuban affairs, 
the Defense Intelligence Agency, said in 
congressional hearings last year: " . . . Cuba's 
support for radical governments and revolu
tionary movements increased notably during 
1979 .... Cuba has nurtured the Sandinistas 
for two decades. As their activities gained 
impetus in ·1978, this lowprofile assistance 
dramatically changed. It is very doubtful 
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that the Sandinistas could have achieved 
victory without Cuban support." 

Our new ambassador to the United Na
tions, Jeane Kirkpatrick, has made some 
ominous observations about the Cuban 
threat. "In the past four years," she has 
written in a recent Commentary article, "the 
Soviet Union has become a major military 
power within the Western Hemisphere. ln 
Cuba, the Soviets have full access to the 
naval facilities at Cienfuegos, nuclear sub
marines, airstrips that can accommodate 
Backfire bombers. From these, Soviet naval 
reconnaissance planes have on several oc
casions flown missions off the east coast of 
North America. They also have electronic 
surveillance facilities that monitor Ameri
can telephone and cable traffic and a net
work of intelligence activities under direct 
Soviet control. And, of course, a Soviet 
combat brigade. 

"During the same four-year period the 
Soviets have continued to finance, train and 
staff a Cuban military establishment which 
has by now become a significant instrument 
of Soviet expansion in Africa, the Middle 
East, and South Asia as well as throughout 
the Caribbean and Central and South Amer
ica. Today Cuba possesses a small navy; a 
sizeable number of supersonic aircraft-in
cluding IL-14's and MIG 21's and 23's
that can be quickly armed with nuclear 
weapons; modern transport planes capable 
of airlifting Cuban troo!= s anywhere in the 
area; a huge army; and an estimated 144 
SAM-2 anti-aircraft missile sites." 

What the Reagan Administration should 
do, in the opinion of various geo-strategists, 
is amputate this cat's-paw. It would be tan
tamount to eliminating a bishop or a knight 
in our global chess game with the Russians. 
In one fell swoop, much of Africa and most 
of this hemisphere would be freed from any 
immediate Communist threat. A defeat of 
this magnitude could also shatter the illu
sions of so many that communism, what
ever its defects, is somehow inevitable and 
must be accommodated. I do not say the 
Soviet empire would crumble because of it, 
but it might give us all in the West a little 
breathing room. 

Many would argue that this is too drastic 
an action, that communism will someday 
collapse of its own dead weight . Perhaps. But 
I am unaware of a country that has come 
under full Communist rule in recent his
tory that has managed to wriggle out from 
under such rule. Thus there are many who 
would strongly suggest that the Reagan Ad
ministration begin to focus its attention on 
how to render the imperialist Cuban gov
ernment harmless. 

Unless we are prepared to press ahead 
with such a forward strategy, many would 
argue, the Reagan Administration may not 
fare much better than the preceding ad
ministrations in stemming the tide of Soviet 
imperialism. 

ORDER OF PROCEDURE 
Mr. BAKER. Mr. President, what I am 

about to propose is in conjunction with 
certain changes that are necessary in re
lation to the Teacher Day Resolution. 
This has been cleared on both sides of 
the aisle. I say to the distinguished act
ing minority leader that I believe it has 
been cleared with both the majority and 
minority side of the committee, as well. 

Mr. BOREN. Mr. President, the ma
jority leader is correct. His request has 
been cleared w~th the minority and with 
our side of the aisle and we have no ob
jection to it. 

Mr. BAKER. Mr. President, I thank the 
acting minority leader. 

TEACHER DAY, UNITED STATES 
OF AMERICA 

Mr. BAKER. Mr. President, I ask 
unanimous consent that the Committee 
on the Judiciary be discharged from fur
ther consideration of Senate Joint Reso
lution 38, to provide for designation of 
the first Friday of March as "Teacher 
Day, United States of America," and I 
ask for its immediate consideration. 

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

The joint resolution will be stated by 
title. 

The assistant legislative clerk read as 
follows: 

A joint resolution (S.J. Res. 38) to provide 
for designation of the first Friday of March 
as "Teacher Day, United States of America" . 

The PRESIDING OFFICER. Without 
objection, the Senate will proceed to its 
immediate consideration, and, without 
objection, the joint resolution will be con
sidered to have been read the second time 
at length. 

The Senate proceeded to consider the 
joint resolution. 

UP AMENDMENT NO. 6 

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

The PRESIDING OFFICER. The clerk 
will report the amendment. 

The assistant legislative clerk read as 
follows: 

The Senator from Tennessee (Mr. BAKER) 
proposes an unprinted amendment num
bered 6: 

On page 2, line 4, strike "the first Friday 
of March" and insert in lieu thereof the fol
lowing: "March 6, 1981" 

The amendment (UP No. 6) was 
agreed to. 

The joint resolution, as amended, was 
agreed to. 

UP AMENDMENT NO. 7 

Mr. BAKER. Mr. President, I send to 
the desk an amendment to the preamble 
of Senate Joint Resolution 38 and ask 
for its immediate consideration. 

The PRESIDING OFFICER. The clerk 
will report the amendment. 

The assistant legislative clerk read as 
follows: 

The Senator from Tennessee (Mr. BAKER) 
proposet> an unprinted amendment num
bered 7 to the preamble. 

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

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

The amendment <UP No.7) is as fol
lows: 

Amend the preamble so as to read: 
Whereas teachers, through education of the 

young, provide both an essential foundation 
of modern civilization and the means for 
enhancing the lives of all members of so
ciety; and 

Whereas the personal inspiration and en
richment which students receive from their 
teachers extend far beyond the few years 
spent in the classroom to exert a valuable 
lifelong influence on the young people of this 
Nation, and through them, on all of our 
citizens; and 

Whereas teachers richly deserve individ
ual recognition, honor, and encouragement 
for their dedication and excellence in the 
pursuit of their profession; and such re-

cognition, honor, and encouragement should 
be bestowed each year on a nationwide basis; 
and 

Whereas students, parents, school admin
istrators , and all other cit izens of the United 
States should be encouraged to personally 
commullicate by word and deed to their 
present an former teachers, t he special ap
preciation and recognition that t eachers so 
richly deserve : Now, therefore, be it 

The amendment <UP No.7 ) was agreed 
to. 

The joint resolution, as amended, to
gethe'r with its preamble, as amended, is 
as follows: 

S.J. REs . 38 
Whereas teachers, through education of 

the young, provide both an essential founda
tion of modern civilization and a means for 
enhancing the lives of all members of society; 
and 

Whereas the personal inspiration and en
richment which students receive from their 
teachers extend far beyond the few years 
spent in the classroom to exert a valuable 
lifelong influence on the young people of this 
Nation, and through them, on all of our 
citizens; and 

Whereas teachers richly deserve individual 
recognition, honor, and encouragement for 
their dedication and excellence in the pur
suit of their profession; and such recognition , 
honor, and encouragement should be be
stowed each year on a nationwide basis; and 

Whereas students, parents, school admin
istrators, and all other citizens of the United 
States should be encouraged to personally 
communicate by word and deed to their 
present and former teachers, the special ap
preciation and recognition that teachers so 
richly deserve: Now, therefore, be it 

Resolved by the Senate and House of Rep-
1·esentatives of the United States of America 
in Congress assembled, That the President 
is hereby authorized and requested to issue 
a proclamation designating March 6, 1981 as 
"Teacher Day, United States of America", and 
inviting the people of the United States to 
observe the period with appropriate activi
ties. 

The title was amended so as to read: 
A joint resolution to provide for designa

tion of March 6, 1981 as "Teacher Day, United 
States of America". 

THEY DESERVE TO BE 
REMEMBERED 

Mr. HELMS. Mr. President, a letter I 
recently received from Mr. Kevin F. 
Dwyer of Wheaton, Ill., reminds us that 
courage and patriotism are frequently 
found in the American character even 
when, as has often happened in our his
tory, these virtues are expended for the 
benefit of those in other countries. 

Mr. Dwyer writes-
My brother, Stephen Michael Dwyer of 

Boston, was killed in action on July 16, 1979, 
while serving with 3 Commando, 1st Bn, 
Rhodesian Light Infantry. My brother was 
one of four Americans who were killed while 
serving with the Rhodesian Army. Stephen 
had served four years with the United States 
Marine Corps. He was honorably discharged 
after serving his Corps and his country both 
faithfully and well. He was intelligent, brave, 
and a patriot. 

The three other Americans who fought 
and died in the Rhodesian Army were 
Sgt. Hugh McCall of New York, N.Y.; 
Trooper Joseph Byrne of Ridgefield 
Park, N.J., and Trooper Joseph Battaglia 
of Florida. All of these men gave their 
lives to save all Rhodesians, black and 
white, from the slavery of Marxism. 
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Mr. President, their sacrifice, lilte that 
of thousands of Rhodesians, was under
mined by the policies of our own Govern
ment and other Western governments 
who systematically and ruthlessly denied 
Rhodesia the opt ... on of freedom. 

These four Americans gave their lives 
in an honorable cause and they deserve 
to be remembered. I cite their names to
day on the Senate :floor so that the his
torical record will be complete. 

THE SHA WCROSS SCAM 
Mr. HELMS. Mr. President, in his 

book, "Sideshow: Kissinger, Nixon, and 
the Destruction of Cambodia," author 
William Shawcross engaged in highly 
subjective, if not totally biased, specu
lation to prove that the policies of the 
Nixon administration led to great non
combatant losses in Cambodia, and, in 
fact, to the war in Cambodia and the 
subsequent genocide. 

Now, Mr. President, fairness obliges 
us to look at some incontroverted facts 
before Mr. Shawcross's version is ac
corded any real credibility. For example, 
is it not accurate to ask whether geno
cide in Cambodia-now Kampuchea
has been perpetrated by the Communist 
government of that nation, and that the 
reality of that horror seems to pose a 
problem for those who find the lessons 
of an inhumane gulag under Communist 
regimes a hard one to believe? 

In the current issue of the "American 
Spectator," researcher Peter W. Rod
man analyzes Shawcross' arguments and 
shows them for what they are. 

It is important that all of us study 
this material. Therefore, I ask unani
mous consent that "Sideswipe: Kis
singer, Shawcross, and the Responsibil
ity for Cambodia," along with the intro
duction bv the "Spectator" editor R. 
Emmett Tyrrell, be printed at this point 
in the RECORD. 

There being no objection, the material 
was ordered to be printed in the RECORD, 
as follows: 
SIDESWIPE: KISSINGER, SHAWCROSS AND THE 

RESPONSmiLITY FOR CAMBODIA 

(By Peter W. Rodman) 
At the end of 1979 The American Spectator 

awarded its Worst Book of the Year award 
to William Shawcross for his epic bowl of 
applesauce, Sideshow: Kisc:inger, Nixon and 
the Destruction of Cambodia. We accorded 
the book high marks for Shawcross's master
ful juggling of documents and for his assidu
ity in propounding themes at once illogical 
and moronic. Unfortunately, Mr. Shawcross 
failed to show up at our award ceremony-a 
practice that has become all too common 
with our laureates--but he was injudicious 
enough to challenge me to reveal examples 
of his legerdemain. 

Now I have as1~ed Peter Rodman, formerly 
of the National Security Council Staff and 
currently Henry Kissinger's research assist
ant on the Kissinger memoirs, to illuminate 
the Shawcross method of cooking up history. 
It has been a demanding task. Through the 
Freedom of Information Act, Shawcross 
gained access to thousands of documents re
lating to America's foreign policy in South
east Asia. Rodman is one of the few scholars 
who actually bothered to check Shawcross's 
work. What Rodman has discovered is that 
Shawcross is even sliT)perier than I reported 
in our February 1980 issue. 

I suppose I could have kept this matter 
private-a mundane scandal known but to 

Rodman, Tyrrell, Shawcross, and Shawcross's 
favorite cleric. A private communique to the 
great artist would have fulfilled my Christian 
obligations, had the preposterous theme of 
the Shawcross book not come to be accepted 
by the Left as one of recent American his
tory's Great Truths, namely: that the United 
States is responsible for the Cambodian holo
caust. Left-wingers are repeating it fervently 
in the universities and other realms of the 
intelligentsia. In time it will assume the sac
rosanct quality of so many other left-wing 
lies: the innocence of Alger Hiss, the Great 
Red Scare of the 1950s, the American re
sponsibility for the origins of the Cold War. 

These are some of the lies that the left
wing brethren live by. And of course the 
brethren are very fine at spreading them. 
A few weeks ago during Senate hearings on 
the confinnation of Alexander Haig, some 
senators intoned the Shawcross thesis as 
though it had just been passed on to them 
by Herodotus in a vision. 

It is the responsib111ty of any intel11gent 
journal of ooinion to keeu the record 
straight even from the credulity of senators. 
The Left has been successfully disfigu!"ing 
history for years. In the following piece, Rod
man shows one of the ways the surgery is 
accomplished. Incidentally, Rodman's schol
arship ap"'ears all the more P.xauic:ite when 
one considers the lofty laudations Shawcross 
has received for his "scholarship." This piece 
might not stop the Left from spreading 
its mumbo jumbo on Cambodia. but it will 
make the Left's job more difficult, at least 
among the literate. 

In April 1975, the Communist Khmer 
Rouge took power in Cambodia, emptied 
Phnom Penh of its entire population, and 
embarked on a nationwide campaign of 
terror and destruction that claimed the lives 
of somewhere between one million and three 
m1llion Cambodians--out of a total popu
lation of seven million. 

Four years later, British journalist Wil
liam Shawcross produced a book entitled 
Sideshow: Kissinger, Nixon and the Destruc
tion of Cambodia. As its subtitle suggests 
it attem!)ts to prove American responsib111ty 
for the horrors wrought by the Khmer Rouge. 
Shawcross argues in essence that American 
bombing in 1969 "destab111zed" the neutral 
government of Prince Norodom Sihanouk; 
that the U.S.-South Vietnamese incursion 
of 1970 triggered the bloody war in Cam
bodia that engulfed the country; and that 
America's prolongation of the conflict for five 
years paved the way for the victory of the 
Khmer Rouge and accounted for their geno
cidal brutality after they took power. 

The Shawcross book was widely praised for 
its impressive documentation, even by some 
who did not entirely swallow its conclusions. 
The book advertises itself as based on "thou
sands of pages of classified U.S. Government 
documents" obtained under the Freedom of 
Information Act (FOIA). Without the time 
or inclination to verify his evidence, review
ers seemed mesmerized by invocation of the 
Freedom of Information Act, as if it were a 
voodoo incantation that paralyzed all critical 
faculties. I have had the opportunity to ex
amine a duplicate set of the government files 
that Shawcross obtained under the FOIA. It 
was an experience full of surprises. Close 
scrutiny of the materials shows that the evi
dentiary basis of the book is so seriously 
flawed as to discredit his whole enterprise. 
He had no White House documents, since 
they are exempt from the FOIA, yet he pre
sumes to pass judgment above all on White 
House decisions. His vaunted research turns 
out to be slipshod, distorted by bias, and in 
some cases bordering on the fraudulent. It 
is a compendium of errors, sleight of hand, 
and egregious selectivity; he has suppressed 
entirely a mountain of evidence in his pos
session that contradicted his principal 
points. 

The chronicle of Shawcross's errors is in 
itself a brief history of Cambodia's tragedy 

Beginning in about 1965, North Vietnam 
established a string of m111tary bases on the 
territory of neutral Cambodia, along the 
border, just opposite South Vietnam. From 
these sanctuaries North Vietnamese forces 
launched forays into South Vietnam, attack
ing South Vietnamese and American troops 
and escaping back across the border into 
Cambodia where self-imposed restraints pre
vented our pursuit or retaliation. 

The Nixon administration in early 1969 
lifted some of these restraints. At a time 
when major American troop withdrawals 
were being planned, the North Vietnamese 
shelled a number of cities in South Vietnam, 
in flagrant breach of the pledge that had 
been the quid pro quo for President John
son's halt to the bombing of North Vietnam. 
No one in the Nixon administration was eager 
to resume the bombing of the North; a less 
explosive form of retaliation seemed war
ranted. President Nixon undertook the bomb
ing of the Cambodian sanctuaries in the 
knowledge that 1) Prince Norodom Sihanouk, 
Cambodia's neutralist leader, did not object 
to American m111tary action against the 
North Vietnamese bases, and that 2) the risk 
of harm to Cambodian ci v111ans was minimal. 

Shawcross struggles without success to 
prove that both these propositions were false. 

CHESTER BOWLES: THE MISSING QUOTATION 

Sihanouk was powerless to prevent North 
Vietnam's expropriation of Cambodian terri
tory for prosecution of the Vietnam war. The 
Prince went considerably beyond acquies
cence, however; he allowed the Communists 
to ship war materiel to the port of Sihanouk
ville and then to transport it by a leisurely 
truck route to the sanctuaries along the bor
der. Even Shawcross describes this (p. 64), 
and anyone wanting an authoritative ac
count of the active help Sihanouk gave to the 
North Vietnamese will find it in Sihanouk's 
recent memoirs. This would seem to say 
something about how "neutral" Cambodia 
was under Sihanouk. 

In fairness to the agile Prince, however, in 
the late 1960s he began to feel put-upon by 
the heavy-handed North Vietnamese and 
tried to square accounts by telling American 
officials that he would not object at all if 
the United States attacked the Vietnamese 
Communist bases and drove them out of 
Cambodia. He said this to various visitors, 
one of the most important being Ambassa
dor Chester Bowles, who on January 10, 
1968, met with the Prince in Phnom Penh on 
a mission for President Johnson. 

Sihanouk's conversation with Bowles has 
become controversial. The Nixon adminis
tration cited it when the Cambodian bomb
ing became a cause celebre in 1973. Shaw
cross devotes a great deal of effort to the 
Bowles mission, attempting to discredit, 
evade, deny, or dismiss the administration's 
contention. The reason for this exertion is 
obvious: If Sihanouk invited us to attack 
the North Vietnamese bases, then we were 
defending Cambodia's neutrality, not violat
ing it, and the bombing of Cambodia ap
pears in an entirely different light. 

Shawcross pronounces the claim "ques
tionable" (p. 28). For three and a half 
lengthy pages he walks us through the 
Bowles mission (pp. 68-71), citing Bowles's 
State Department briefing papers, Bowles's 
escort officer's summary report, and Bowles's 
cables to Washington. Never does Shawcross 
quote a word of what Sihanouk said to 
Bowles on the subject. He apologizes that 
his documentation is incomplete and there
fore not "conclusive evidence"; "whether 
Sihanouk actually told Bowles that the 
United States was free to bomb the sanctu
aries cannot be definitely determined from 
the sanitized State Department papers," he 
writes. Nevertheless, Shawcross is confident 
enough to inform his readers that his docu
ments "suggest that it is not so." 
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A look at the documents is muminating. 

While Shawcross may not have had a ver
batim transcript, he had an explicit sum
mary of what Sipanouk said. The State De
partment escort officer's report of the Bowles 
mission, which Shawcross received under 
the Freedom of Information Act, contained 
evidence that could not be more conclusive, 
which Shawcross chose to conceal from his 
readers: 

Then, in one of his amazing reversals (the 
report read] , the Prince said he would not 
object if the U.S. engaged in "hot pursuit" 
in unpopulated areas. He could not say this 
publicly or officially, but if the U.S. followed 
this course it would help him solve his own 
problem. Of course, if the U.S. engaged VC/ 
NVA (Vietcong/North Vietnamese Army] 
forces on Cambodian territory, both sides 
would be guilty of violating Cambodian soil, 
but the VC/ NVA would be "more guilty" 
(sic). If we pursued VC forces into remote 
areas where the population would be un
affected he would "shut his eyes." 

The same thing could have been found in 
Chester Bowles' memoir Promises to Keep, 
published in 1971: 

"Later, in a quiet private visit, Sihanouk 
volunteered that he would not object to the 
United States engaging in 'hot pursuit' in 
unpopulated areas of Cambodia. He pointed 
out that while he could not s:1y this publicly 
or officially, if t he United States followed 
this course, it might even help him to solve 
his problem." 

Bowles was skeptical, but Sihanouk's posi
tion never deviated from this. After t he B-52 
bombing started in 1969 and was reported in 
the American press, Sihanouk responded in 
similar terms publicly : He complained if 
Cambodians were hurt but did not object if 
we attacked the Viet namese Communists 
who were illegally occupying a portion of 
his country. Sihanouk drew closer to the 
United States. In July 1969, four months 
after the bombing started, he invited Presi
dent Nixon to pay a visit to Phnom Penh 
and promised a warm reception. He began to 
write ·and speak more openly against the 
North Vietnamese. This avid observer and 
barometer of the balance of power now saw 
the United States as a potent counterweight 
to the hated North Vietnamese, restoring 
his count ry's freedom of action and enhanc
ing-yes, enhancing-its neutrality. 

Shawcross' treatment of the Bowles mis
sion is a sham. Kissinger has published part 
of Sihanouk's verbatim remarks in his 
memoirs but it adds little to what was al
ready available. In a lecture at Harvard in 
March 1980, Sihanouk admitted what he said 
to Bowles. Stephen You n g, Assistant Dean 
of Harvard Law School, heard Sihanouk's 
lecture and called it "an incredibly signifi
cant admission." For "that means that, in 
the debate that has riven our country for 
10 years , Henry Kissinger is right and Wil
liam Shawcross is all wrong." 
WHAT THE CHIEFS' MEMORANDUM REALLY SAID 

Nixon ordered the B-52 bombing of certain 
North Vietnamese sanctuaries on the Pen
tagon's assurance, secondly, that attacking 
them posed minimal danger of Cambodian 
civilian casualties. The Joint Chiefs of Staff 
examined 15 North Viet namese base areas in 
Cambodia with the exolicit mandate, inter 
alia, to consider the risk of harm to civilians. 
General Earle Wheeler forwarded the results 
to Secretary of Defense Melvin Laird on 
April 9, 1969, in a lengthy memorandum 
with numerous appendices and maps. Only 
the base areas in which the danaer to 
civilians was found to be "minimal" were 
recorrmended for targeting. 

This exercise might suggest to an imoartial 
observer that the United States took extra
ordinary pains to avoid c1v111an casualties. 
But. not .to Shawcross. He auotes from the 
memoranaum in the most selective fashion 
to imply a callous disregard for human life-
exactly the opposite of the memorandum's 

obvious meaning. Shawcross accomplishes 
this by quoting at length only from the ca
veats that the memorandum's draftsmen 
included for the sake of honesty: that all 
estimates of likely civilian casualties were 
"tenuous at best," that "some Cambodian 
casualties" would likely be sustained in cer
tain kinds of military operations, and that 
the "surprise effect" of attacKs could t~nd 
to increase the danger, "as could the proba
ble lack of protective shelters around Cam
bodian homes to the extent that exists in 
South Vietnam." 

On reading the Chiefs' memorandum care
fully one finds, first of all, that these ac
knowledged ri!sks to civilians applied to com
bined air and ground operations against the 
sanctuaries, not to aerial attacks on specific 
military targets ordered by Nixon. What is 
more, Shawcross acknowledges only in 
passing what the memorandum emphasized 
over and over again : that civ111an casualties 
would be "minimal," for the simple and ob
vious reason that the North Vietnamese did 
not allow any Cambodians anywhere near 
their military dispositions. The point was 
made repeatedly, in passages that Shawcross 
found inconvenient to call to the reader's 
attention. For example: 

a. There is very little mixing of the VC/ 
NVA Forces with the Cambodian populace. 
Conversely, Cambodians rarely go into areas 
under de facto control of the VC/ NVA. 

b. Cambodian villages and populated areas 
are readily identifiable and can be essentially 
avoided in conducting preplanned operations 
into the base areas. 

c. Very few permanent structures exist in 
the base areas outside the Cambodian vil
lages. 

Virtually all those that do exist are enemy
occupied. (JCSM-207-69, 9 April1969, Appen
dix E, p. 27) 

(T]he enemy's military forces in Cambodia 
habitually occupy areas close to the SVN 
[South Vietnam] border and away from sig
nificant Cambodian presence. 

Extreme care would be taken to attack 
only known enemy bases in Cambodia, thus 
minimizing the risk of engagement with 
Cambodian forces or of causing Cambodian 
casualties. 

The canard that we callously assumed the 
risk of massive harm to civilians should 
finally be laid to rest by Prince Sihanouk's 
recent memoirs. Before the March 1970 coup 
that overthrew him, Sihanouk writes, the 
North Vietnamese sanctuaries were "limited 
to a few outlying and uninhabited sectors 
along the Cambodia-Vietnam borderline." 

There is more to this Aprll 9, 1969 memo
randum. It sets out 1n detail the strategic im
portance of the enemy sanctuaries and the 
danger that they presented. Indeed, it is one 
of the most impressive statements ever made 
of the case for attacking them. For example: 
An appropriate time to undertake opera
tions to destroy an enemy force is subse
quent to a contact in which the enemy has 
been defeated and is withdrawing. It is at 
this point that the enemy force is most dis
organized and vulnerable. The option of 
conducting pursuit operations has essen
tially been withheld from COMUSMACV (the 
U.S. Commandl because the best place to 
conduct such operations is against his rally
ing and collection points in Cambodia. 

Authority to conduct pursuit operations to 
limited depths in Cambodia could result in 
destruction of enemy units involved as ef
fective fighting forces, and could require the 
enemy not only to provide filler replacements 
to regenerate such units bwt also to provide 
new cadre leadership. Pursuit operations also 
could result in capture or destruction of mu
nitions and supplies in the sanctuaries to 
which enemy forces are withdrawing. Pos
sibly most important of all, however, is the 
fact that once US/ RVNAF [U.S./South Viet
namesel pursuit operations have been under
taken, the enemy would be forced to adjust 

to the poss}billty of future pursuit opera
tions and would not be able to operate in 
border areas with confidence that sanctuary 
was avallable nearby. Reestablishment of 
bases deeper in Cambodia would be very dif
ficult for the enemy, due to increased visi
bility and the likelihood of confrontation 
with the Cambodian populace and forces, the 
International Control Commission, and the 
foreign press .. .. It is estimated that, as the 
enemy reaches his full deployment for the 
current offensive, and his operations begin to 
run their course, an opportunity will be pre
sented in the III Corps area to strike astra
tegic blow of major proportions. If success
fully exploited, this blow could change the 
whole balance of forces in Vietnam, severely 
curtail enemy capability in the vital III 
Corps area, and shorten the war. (Appendix 
c. pp. 23-24) 

Shawcross preferred not to call this stra
tegic analysis to his readers' attention. 

BASE AREA 704 : THE WRONG BOX 

From the Joint Chiefs' memorandum of 
April 9, 1969, the White House selected as 
targets only six base areas minimally popu
lated by civilians. The target areas were given 
the codenames Breakfast, Lunch, Dinner, 
Supper, Snack, and Dessert; the overall pro
gram was given the name Menu. 

With only six base areas, one might have 
thought that Shawcross would get it right~ 
But he did not. To his embarrassment, a 
glaring error was discovered during the tap
ing of David Frost's interview with Henry 
Kissinger in October 1979. Frost hurled at 
Kissinger the accusation that the White 
House ordered hundreds of B-52 attacks 
against a North Vietnamese base area in 
Cambodia that the Joint Chiefs of Staff had 
specifically recommended against attacking 
be<:ause it was heavily populated by Cambo
dians. Frost based the accusation on the fol
lowing passage in Sideshow: 

"Three of the fifteen sanctuaries-base 
areas 704, 354 and 707, which had "sizeable 
concentrations of Cambodian civ111an or 
military population" in or around them
were not recommended for attack at all . .. 
The Chiefs' warning seems to have made no 
difference. Base Area 704 appeared on the 
White House's Menu as Supper. In the course 
of events, 247 B-52 missions were flown 
against it." 

The only problem with this is that Base 
Area 704, because of its sizeable number of 
civ111an inhabitants, was never a target of 
the B-52 bombing. The target area code
named Supper, against which 247 B-52 mis
sions were flown, was Base Area 740 in east
ern Cambodia-minimally populated by ci
villans and about 200 miles away from Base 
Area 704 which is in southern Cambodia 
along the Mekong River. Shawcross's asser
tion that Base Area 704 was attacked by B-
52s is totally wrong. The map on page 27 of 
his book labeling Base Area 704 as target area 
Supper is also wrong. 

Shawcross has admitted the error. The map 
and the relevant pages in his book were re
done in subsequent editions. David Frost, in
formed of the error by Kissinger, was suf
ficiently embarrassed to request that the 
taped segment be deleted from the NBC pro
gram broadcast on October 11, 1979. It was 
deleted. But Shawcross was unapologetic. In 
a letter to Nigel Ryan of NBC News on Oc
tober 10, 1979, Shawcross acknowledged that 
his book was wrong-and then offered an ex
planation as false as the original error. Shaw
cross excused his mistake on the ground that 
he had relied on a Defense Department White 
Paper submitted to the Senate Armed Serv
ices Committee in September 1973. This De
fense Department statement indeed listed 
Base Area 704 as one of the six base areas 
targeted in the Menu program, apparently by 
a typographical error. What Shawcross 
failed to mention to NBC News is that he had 
two documents in his possession making 
clear that Base Area 740, not 704, was one 
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o! the six targets o! the B-52 bombing pro
gram. A memorandum !or Secretary Laird 
from General Wheeler dat ed November 20, 
1969, recommended "additional" B-52 strikes 
against Base Area 740 in the Menu series. 
A similar memorandum of November 25, 1969 
again listed Base Area 740 as a Menu t arget . 
The first memorandum was published in the 
Senate Armed Service Committee hearings of 
1973 (pp . 151- 153 ), to which Sideshow refers 
frequently; the second memorandum was re
leased to Shawcross in 1977 under the Free
dom o! Information Act. 

A meticulous scholar would have noticed 
t he discrepancy between t he 1973 White 
Paper with the typographical error and the 
contemporaneous 19 '39 documents listing 
Base Area 740 as a MENU target. Had Shaw
cross noticed the discrepancy he might have 
guessed that the cont emporaneous docu
ments were more authorit ative than the af
ter-the-fact summary o! 1973. Or he could 
have checked wit h the Defense Department, 
as he did in October 1979 , six months after 
the publication o! his book and only after 
Kissinger pointed out the error. Shawcross 
did neit her. The erroneous figure "provin g" 
American barbarity was t oo t empt ing to ad
mit of not icing discrepancies. 

It is int eresting to read what else the 1969 
document s contain. According to the JCS 
memorandum of November 25, 1969, Base 
Area 740 contained enemy troop concentra
tions; anti-aircraft , field artillery, rocket, 
and mort ar positions; eleven North Vietna
mese base camps and bivouc areas; t wo stor
age areas; road and trail networks includ
ing six bridges; as well as numerous bunkers, 
trenches, and defensive positions-none 
closer than one and one-half kilometers to 
any civilian habitation. None of this is men
tioned in Sideshow. 

" DESTABILIZING" SIHANOUK: THE ELUSIVE 

EVIDENCE 

Sihanouk was deposed as Cambodian 
Chief of S t ate on March 18, 1970, by h is own 
government and National Assembly. This set 
off a chain of event s that ult imat elv eno:ulfed 
Cambodia in ten year~ of bloody conflict. 

It is an article of fai t h in ant i-American 
Demonology that the United States had a 
hand in the coup . (In fact , the United States 
was taken by surprise) . Shawcross naturally 
pursues this line of inquiry, only t o admit 
in the end that he can find "no direct link' · 
between the U.S. government and the coup 
plot ters ("Sideshow," p . 112). He would earn 
credit for his honesty were it not for two 
paragraphs of thick insinuation that the 
United States had plenty of motive and its 
denials must always be suspect, as if only 
bad luck can accou nt for his failure to un
earth the "direct link." 

Shawcross then resorts to a more compli
cated line of argument to est ablish American 
responsibility. Most observers ascribe the 
coup to Cambodian popular resentment at 
the continuing North Vietnamese occupa
tion o! Cambodian territory tolerated by Si
hanouk. Shawcross's t hes is is that American 
B-52 bombings of remote sanct uary areas in 
1969-1970 forced the North V!etnamese and 
Viet Cong troops to push their supply bases 
"deeper into the country" and "spread the 
fighting out from the border areas," thereby 
disrupting Cambodian politics and "desta
bilizing" Sihanouk's rule. 

It is difficult for anyone at this point to 
reconstruct North Vietname<>e movements 
under the American bombin!!s . Undoubt
edly they moved t o evade t he t'renisely t ar
geted attacks. The crucial questions are 
where, and to what extent, and with what 
traceable consequences. Shawcross's docu
ment ary evidence is so weak and so ten
dentiously handled that it casts serious 
doubt on whether his thesis holds any water 
at all . 

The first document cited by Shawcross is 
General Wheeler's memorandum of Novem-

ber 20, 1969, to Secretary Laird, which we 
saw earlier. Shawcross cit es it as evidence 
for t he following: " ... in Cambodia, as the 
Chiefs report ed, it [the bombing ] forced 
t hem to "disperse over a greater area than 
before. " The raids spread the fighting out 
from the border areas . .. . " 

General Wheeler's memorandum, however, 
t u rns out not to refer to "spreading the 
figh t ing" at all . It refers rather to the en
emy 's d ispersal of supplies "over a greater 
area than before." And far from endorsing 
Shawcross's claim that t hey m Ojved "deer er 
into Cambodia" into conflicts with Cambo
d ian authorities, the passage describes the 
North Vietnamese as dispersmg supplies, and 
secondarily personnel, into more isolated 
areas on the immediate periphery of the main 
base areas , or in between t he various base 
a reas , which were strung out along the Viet
n amese border. The passage cited by Shaw
cross a ctually reads : 

"Suprlies have been dispersed over a 
greater area than before; and sup; lies have 
been moved into densely covered, unstruck 
areas. This tends to be confirmed by the in
creased act ivity noted since mid-October ap
proximately mid-way between Base Areas 350 
and 351. . . . However, even with his increased 
dispersal of personnel l,l.nd supplies, the en
emy continues to use portions of his old 
areas." 

Thus the source cited by Shawcross is not 
only irrelevant t o his main point but in di
rect contradiction to it . His use of the docu
ment is eit her deceptive or notably ineut. 

But there is more. Shawcross then invents 
a phony quot a t ion from General Creighton 
Abrams: 

To esc3.pe the bombardment [ Shawcross 
wr it es) , the Vietnamese Communists had 
begun to move deeper into Cambodia
" thus," as Abrams later acknowledged to the 
Senate, " bringing them into increasing con
flict with t he Cambodian authorities." ... 
T h e effect was inevitable. . . . Sihanouk's 
balance of right against left became more 
precarious. The bombing was destabilizing 
h im ." 

It turns out that the quoted words at
t ribut ed to General Abrams in test imony to 
t he Senate Armed Services Committee were 
spoken in reality by Senator Stuart Syming
t on. In a book so fawned over for its 
scholarship, this is remarkal>le sleight of 
h ::md. Senator Symington put forward the 
proposition that U.S. bombings and ground 
probes from South Viet nam must have in
duced the North Vietnamese "to expand 
t~ eir areas of cont rol or operations , thus 
brin ging t hem into increasing conflict with 
t he Cambodian authorities." Abrams indeed 
"acknowledged" this in t he vaguest terms 
("Yes, I t hink that is a fair statement" ). 
Unfortun3.tely we do not have General 
Abrams's own analysis because Senator Sy
mington moved to a different subject. Nor 
is it likely that the Army Chief of Staff 
would tell a powerful senator on the Armed 
Services Committee that he was full of 
baloney. And neit her General Abrams nor 
Senat or Symingt on even touched upon the 
two central s teps in Shawcross's argument: 
that the bombing drove the VietnJ.mese and 
the war "deeper into Cambodia" and was 
responsible for undermining Sihanouk's 
government. The Abrams/ Symington ex
change, even if quoted honestly, does not 
establish the crucial points. 

The claim o! North Vietnamese "spreading 
in Cambodia" is repeated in another passa~e 
shortly there::~.fter . This time Shawcross in
vokes an article published in Sihanouk's 
monthly journal Le Sangkum in October 
1969 written by Sihanouk's Prime Minister 
and Defense Minister, Marshall Lon nol: 

" .. . their spread [Shawcross writes] was 
due [in Lon Nol 's words] to flooding and to 
"the operational pressure exerted by their 
adversary," that is , to clearing operations by 
American and South Vietnamese troops." 

Lon Nol was writing of incidents of con
flict between the North Vietnamese and Cam
bodian troops, thus confirming what General 
Abrams "acknowledged" to Senator Syming
ton. But rather remarkable in this article, 
seven months after the beginning of the 
MENU bombing, is the absence of any refer
ence to l'iorth Vietnamese "spreading" and, 
indeed, the complete absence of any mention 
of the U.S. bombing. Lon Nol is describing 
a totally different cause and a totally differ
ent effect. He writes of the increase in num
be·n: (accroissement) of Vietnamese Com
munist fo~·ces in their base areas-not the 
spreading out of these bases. And he blames 
not the enemy's flight from American bomb
ing in Cambodia but the enemy's withdrawal 
(repli) from South Vietnam, made necessary 
(as Shawcross notes) by American and South 
Vietnamese clearing operations in South 
Vietnam. Seven months after the bombing 
began, if Shawcross is to be believed, the 
Cambodian government should have com
plained of the American bombing as the 
cause of disruption and "destabilization" 
that Sha.wcross is so eager to prove. Yet Si
hanouk and Lon Nol saw the mene:~.ce else
where; they placed the condemnation pre
cisely where it belonged. The article was en
titled: "The Implantations of VietCong and 
North Vietnamese Along Our Frontier." 

Shawcross has been backtracking lately, 
writing in a recent Harper's that the move
ment of North Vietnamese "deeper into the 
country" may not have been very extensive 
but that "a few miles deeper" was enough to 
disrupt Cambodia's political eq'.lilibrium. 
Considering how much of the weight of 
Shawcross's entire argument rests on this 
complicated syllogism, it is striking how 
weak is the evidentiary basis for it. (Even 
the map on page 27 of Sideshow showing 
the Communist base areas in the 1969-70 
period offera no indication of any change in 
their location or extent over those two years.) 
Prince Sihanouk is rather more honest, tell
ing the Cambodia Affairs Institute in Wash
ington ten years after his overthrow: "If I 
lost my Fauteuil presidentiel and my Cham
car Mon Palace in Phnom Penh to Marshal 
Lon Nol who occupied them for five years, it 
·was because I tremendously helped the Viet
cong and the North Vietnamese." 
NORTH VIETNAMESE ASSAULT ON CAMBODIA: THE 

MISSING MONTH OF APRIL 

Like Sherlock Holmes's dog that didn't 
bark, the most striking distortion in Side
show is an epic event in Cambodian history 
that is simply omitted from the book. 

The new Cambodian government, even be
fore it stripped Sihanouk of his powers, 
formally asked the North Vietnamese and 
Viet Cong in mid-March 1979 to vacate their 
Cambodian sanctuaries. The North Viet
namese responded with the humanitarianism 
for which they are renowned: They invaded 
t he rest of Cambodia. Sweeping out of their 
bases along the border, they attacked and 
overran Cambodian military outposts, oam
bodian towns, Cambodian roads and Cam
bodian river communications all over the 
eastern half of t he country, linking their 
scattered sanctuaries int o one massive con
tinuous base area aimed at South Vietnam 
and advancing westward on Phnom Penh, 
surrounding and menacing the capital with 
the evident intention of intimidating t he 
new government into passivity, surrender, or 
collapse. 

It was this wholesale North Vietnamese 
assault on eastern Cambodia, beginning in 
late March 1979, that plunged Cambodia into 
the Indochina war for the first time. To be 
sure, the remote sanctuaries along the border 
had been the subject of North Vietnamese 
occu!Jation and American counter-attacks; 
there had been occasional 10C3l incidents be
tween North Vietnamese and Cambodian 
aut h orities. But Cambodia had never been 
at war; the Cambodian armed forces had 
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never before been belligerents in full-scale 
host111ties. The North Vietnamese chan-?ed 
all that. It was after a month of these as
saults that the United States and south 
Vietnam launched the so-called Cambodian 
incursion on April 30 to block the North 
Vietnamese and to protect American and 
South Vietnamese lives against the vast new 
North Vietnamese m111tary base ballooning 
over all of eastern Cambodia. 

The reader turns eagerly to Sideshow to 
see what this brilliantly comprehensive in
vestigative reporter has to say on the subject 
of this North Vietnamese invasion. Nothing. 
Absolutely nothing. There is but one dis
ingenuous descriptive sentence, ascribing 
only defensive motives to the North 
Vietnamese: 

[T]he North Vietnamese moved westward 
into Cambodia with the apparent intention 
of securing their lines of communication. 

There are one or two oblique references 
elsewhere in Sideshow that would indeed 
reouire Sherlock Holmes to piece them to
gether and deduce that something was going 
on. It is not that Shawcross lacked informa
tion. Under the Freedom o! Information Act, 
he had, for example, an important cable of 
April 21, 1970, in which Acting Chairman of 
the Joint Chiefs General William Westmore
land informed General Abrams in SaiJ?on of 
the fact that Phnom Penh was surrounded 
and threatened: 

"As you are certainly aware, there is hi~h
est level concern here with respect to the 
situation in Cambodia. This concern has 
been heightened by the following: 

"a. It appears that the success of NVA 
and VC troops to date have encouraged them 
to exoand what may have been limited ob
jectives initially to a current drive to isolate 
Phnom Penh. 

"b. Most lines of communication leading 
into Phnom Penh from the north , east, and 
south have been interdicted by enemy forces 
and the security of Phnom Penh and the 
Cambodian Government appears to be seri
ously threatened." 

The North Vietnamese were systematically 
interdicting all the major roads and water
ways that led into Phnom Penh, cutting off 
the highways particularly to the north, east, 
and south of the city and blocking traffic 
on the Mekong River that was the city's 
lifeline. This North Vietnamese assault 
would seem to have little to do with "secur
ing their lines of communication," as Side
show fatuously claims, but a great deal to 
do with strangling the lines of communica
tion of the Cambodian capital. 

None of this is to be found in Sideshow. 
Shawcross prefers to regard the U.S.-South 
Vietnamese incursion as gratuitous and un
provoked, explained by the psychic aberra
tions of the Nixon administration: "The 
White House's truculence," Nixon's eager
ness for "restoring his slighted authority" 
after domestic setbacks, "negligent and 
emotional decision making," and other ad 
hominem imputations of patholo~ical ag
gression (po. 130ff). The whole month of 
April is practically missing from the book
except for minor American actions after mid
April, without reference to the North Viet
namese attacks to which they were a re
sponse. 

When Kissinger described these North Vi
etnamese attacks in his book and the David 
Frost interview, Shawcross took evasive ac
tion. His first response was to claim that 
Kissinger's account of the North Vietnamese 
assault was an afterthought: " [A] t the time 
o! the [U.S.-South Vietnamese] invasion, 
neither Nixon nor Kissimrer mentioned these 
moves or used them to justify American ac
tions," Newsweek reported him as claiming. 
Yet no one could possibly read the Nixon 
administration's public statements of the 
time-April 30, June 3, June 30, 1970; Feb
ruary 25, 1971-and not find that the North 

Vietnamese invasion of eastern Cambodia 
was the reason for the allied military opera
tions of April 30, 1970. Shawcross later re
treated to the narrower assertion that 
"many" of the individual clashes listed in 
Kissinger's book "have never been mentioned 
before, neither in Nixon's announcement of 
t he invasion , nor anywhere else." This is ri
diculous. The New York Times reported the 
rapid advance of the North Vietnamese in
vasion of Cambodia throughout the period 
and published a map on April 18, 1970, show
ing them already in cont rol of a third of the 
country. If Kissinger's is indeed the most 
detailed and comprehensive description of 
the events of 1970-which it is- how this is 
a criticism of the Kissinger book is not ob
vious. 

Shawcross's other tack has been to claim 
that Hanoi's intention in devouring eastern 
Cambodia in March-April 1970 "has never 
been proven" and has always been in dispute. 
The assert ions that Hanoi really sought to 
topple the Cambodian regime, Shawcross now 
says, "have no basis in reality." This is first 
of all false and second of all a curious line of 
argument. Presumably it is possible to in
vade a country, occupy a third of it, lay siege 
to its capital, and yet claim sufficient am
biguity about one's motives to render any 
counter-measures not only unwarranted but 
immoral. The only account in Sideshow, re
member, is that the North Vietnamese moved 
westward to "secur [ e] their lines of 
communication." 

What is the evidence? Shawcross certainly 
had enough documentation to show that the 
American government at the highest levels 
had good reason to believe the worst about 
North Vietnamese intentions. Witness West
moreland's message of April 21, 1970, that 
Phnom Penh was surrounded, quoted above, 
not to mention all of Sihanouk's public 
statements including his March 23, 1970, five
point declaration calling for the overthrow 
o! the Lon Nol government, and the declara
tions of solidarity !rom the North Viet
namese. Viet Cong, and Pathet Lao. On the 
ground, the North Vietnamese efforts to es
tablish (and dominate) the insurgency 
aroused the resentment of, among others, the 
Khmer Rouge (the Cambodian Communists, 
who came to power in their own right five 
years later). The "Black Book" issued by the 
Khmer Rouge (Pol Pot) regime in September 
1978 recounts: 

"After the coup d'etat, of March 18th 1970, 
the [North 1 Vietnamese organized their na
tionals living in Kampuchea, they armed 
them and used them as particularly ferocious 
instruments of oppression against the people 
of Kampuchea .... [The North Vietnamese] 
secretlv organi7ed a s"'aclow national ad
ministration in Kampuchea, particularly in 
the north-east zone .... !They] organized 
a secret shadow army in Kampuchea. . . . " 

This was published seven months before 
Sideshow appeared but Shawcross does not 
refer to it. 

Among North Vietnamese documents cap
tured by the allies in the post-April 30 sweep 
through the sanctuaries were guidebooks for 
the organizing (by the North Vietnamese) of 
the Sihanouk-proclaimed "National United 
Front o! Cambodia" (FUNK) at the hamlet 
and v!llage level to take power after the over
throw of the Lon Nol government; directives 
pledging support by North Vietnamese cadre 
and armed forces for the FUNK; soldiers' 
notebooks deta111ng North Vietnamese ac
tivity in forming and training guerr11la units; 
mmtary staff notebooks on the formation of 
Cambodian units led by North Vietnamese 
cadre and of signal battalions, and so on. 
This is public knowledge. 

Even Sideshow contains a damaging ad
mission by Shawcross that "a government 
dominated by Hanoi" was the probable out
come if the United States did nothing. 
Nor have any of Shawcross's emotional 

rebuttals to the Kissinger book even 
addressed one of its most important revela
ticns : that in secret talks with North Viet
namese negotiator Le Due Tho on Aorll 4. 
1970, Kissinger proposed joint diplomatic 
steps to guarantee the neutralization of Cam
bodia. Le Due Tho contemptuously dismissed 
the offer and insisted on the overthrow of the 
new Cambodian government. 

It was the North Vietnamese assault of 
March-April 1970 that plunged Cambodia 
into war, whatever Sideshow's evasions. In 
1979, four years after the Khmer Rouge vic
tory, the North Vietnamese invaded Cam
bodia again, demonstrating that the heirs of 
Ho Chi Minh never had the slightest inten
tion of tolerating a truly independent Cam
bodia, even an independent Communist 
Cambodia. 

THE STRANGULATION OF THE CAMBODIAN 
ARMY 

The Cambodian Army resisted the assault 
of the North Vietnamese a!ld Khmer Rouge 
for five years, succumbing finally in April 
1975. Their struggle was prey to a host of 
difficult ies: poor organization and logistics; 
lack of training and the technical know-how 
to maintain and use equipment; petty cor
ruption; and the progressive, Congressionally 
mandated withdrawal of American military 
support-from the 1970 ban on U.S. advisers, 
to the 1973 halt of U.S. air operations, to the 
1975 strangulation of military supplies. Pen
tagon account s document this well, and 
Shawcross under the FOIA had access to two 
of the best: the end-of-tour reports of two 
American officers who headed the Military 
Equipment Delivery Team in Cambodia 
(MEDTC), Major General John Cleland and 
his successor, Brigadier General William W. 
Palmer. 

These accounts are quite moving, but 
Shawcross suppresses their principal points 
and turns the documents totally on their 
head. By quoting selectively he develops a 
tendentious thesis of his own to explain 
Cambodia's failure. He dismisses the gen
erals' own analysis (without informing his 
readers of its contents) in a crude ad ho
minem attack: 

"These reports must be read with caution 
since each man was anxious to promote his 
own career in the Army despite the Cam
bodian debacle. Each, therefore, was con
cerned to attach all blame to the Cambodians 
and refused to analyze carefully the effect of 
his own work in Phnom Penh." 

Shawcross second-guesses the American 
strategy and blames Generals Cleland and 
Palmer for the disaster that befell the Khmer 
National Armed Forces (FANK): 

"Cleland explained the rationale-and, un
consciously, its serious implications-in his 
end-of-tour report: 'The FANK depend on 
firepov.er to win. Seldom has FANK out
maneuvered the enemy-he has outgunned 
him.' But his own actions made this in
evitable; instead of improving the intrinsic 
fighting quality of Lon Nol's troops, Cleland 
created a fatal new dependency in them. By 
mid-1974 fully 87 percent of all American 
military aid was being spent en ammunition. 
If the Congress began to cut back aid or 1! 
the Khmer Rouge closed all lines of com
munication, then the government's troops 
would be deprived of "the quickfix" (to use 
another Cleland expression) which the 
Americans had thrust upon them. Both these 
things did happen and each contributed 
toward making the fall of the regime in
evitable." 

Shawcross's military critique is utterly 
disingenuous. Generals Palmer and Cleland 
stress an obvious and totally different point: 
that Congressional restrictions made any 
other strategy impossible. The ban on U.S. 
advisers meant that there was no possibility 
of "improving the intrinsic fighting quality 
of Lon Nol's troops," as Shawcross professes 
to recommend; escalating legislative prohi-
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bitions deprived the Ca.mbodians of what 
assets they had. Shawcross is not rea.lly 
recommending an alternative approach to 
assistance; his argument is that no assist
ance should have been given the Cambodians 
in the first place. He faults the Congress, 
indeed, but only for the degree to which it 
acceded to administration requests at all. 

General Palmer's end-of-tour report, for 
example, makes poignantly clear how even 
the minim_um objective of achieving a mili
tary stalemate (for purposes of negotiation) 
was rendered impossible because the Cam
bodian Army's few advantages over the 
enemy were eroded by the progressive reduc
tion of American aid. It is a powerful ac
count that Shawcross understandably did 
not want his readers to see: 

" ( 1) Congressional restrictions 
"In January 1971 , the Cooper-Church 

Amendment specifically prohibited "ad
visors" in Cambodia. The Symington-Case 
Amendment of February 1972 prescribed 
that the total number of U.S. personnel in 
cambodia should not exceed 200. In view of 
the U.S. Vietnam experience, the intent of 
these restrictions is understandable. How
ever, their cumulative effect was to severely 
limit any MEDTC ability to ensure that mil
lions of dollars in MAP [Military Assistance 
Program) funds were being well spent. 
FANK was provided modern equipment but 
was denied the overall training, technical 
know-how, and military professionalism 
desperately needed to modernize it in the 
areas of tactical leadership, staff planning 
and coordination, personnel and financial 
management or logistics operations. Proper 
management and effective use of the equip
ment provided was apparently to be learned 
by a trial and error, do-it-yourself process 
which time would not permit. 

"Lacking any authority to provide in-coun
try advice or U.S. training, any improvement 
in FANK leadership was predicated on almost 
non-existent Khmer initiatives since Ameri
can officers were too restricted to assist. 

"(2) Reliance on firepower 
"FANK was originally conceived as a 'light 

infantry force' designed to fight 'Khmer In
surgents.' When it became apparent that the 
'insurgents' were rapidly evolving into main 
force units in their own right, the U.S. ob
jective of keeping FANK alive and the GKR 
[Government of the Khmer Republic) viable 
was assured through the quick-fix of massive 
U.S. airpower. With the U.S. bombing halt in 
August 1973, the Khmer Army artillery and 
tactical air inventories were augmented be
cause this solution provided less expensive 
and politically more palatable sources of fire
power to offset the leadership and manpower 
deficiencies in the Khmer Armed Forces. As 
that firepower was increasingly denied to 
them because of escalating munitions costs 
and reduced funding, the only remaining op
tion appeared to be manpower. 

"However the Army's inab1Uty even to 
maintain the strength of its intervention 
brigades, let alone achieve significant growth, 
soon became self-evident. Moreover, serious 
leadership and training deficiencies, com
bined with the absence of any U.S. advisory 
or training effort, obviated major changes in 
the Khmer force structure, battle tactics or 
doctrinal reliance on firepower, even 1! suffi
cient time had been available. 

"In sum, the U.S. taught the Khmer Armed 
Forces to survive through firepower. FANK 
was equipped with the means to employ it in 
large amounts. Outside sources of firepower 
were withdrawn so that they relied solely on 
their own firepower assets. Firepower and the 
logistics to support it became the two most 
imnortant advantages FANK had over the KC 
[Khmer Communists], and by 1974 it was too 
late to change that orientation to any extent 
in the short term. Therefore, as escalating 
prices drove munitions costs progressively 

higher, increasing rather than decreasing 
levels of MAP funding were necessary to pro
mote successful achievement of U.S. objec
tives in Cambodia." 

FEELING SORRY FOR THE KHMER ROUGE 

Shawcross at least acknowledges the gen
ocidal brutality of the Khmer Rouge after 
they took power, in contrast to other proph
ets of the Left who still consider the charges 
to be imperialist propaganda. But Shawcross 
nevertheless excuses the atrocities by an
other line of argument: that they were all 
America's fault . Apologetics nontheless. His 
book is not subtitled "The Khmer Rouge and 
the Destruction of Cambodia," but "Kissing
er, Nixon and the Destruction of Cambodia." 

The viciousness of the Khmer Rouge he 
attributes to a paroxysm of vengeance, a 
seizure of "Manichean fear" induced by the 
severe "punishment" inflicted upon them in 
the years of their struggle-that is to say, by 
American and Ca.mbodian efforts to resist 
them. This is one of the central theses of his 
book, and for it he offers no documentation 
whatsoever: 

"All wars are designed to arouse anger, and 
almost all soldiers are taught to hate and to 
dehumanize their enemy. Veterans of the 
combat zone are often possessed of a mad 
rage to destroy, and to avenge their fallen 
comrades. It does not always happen, how
ever, that victorious armies have endured 
such punishment as was inflicted upon the 
Khmer Rouge. Nor does it always happen 
that such an 1mmature and tiny force comes 
to power after its country's social order has 
been obliterated, and the nation faces the 
danger of takeover by a former ally, its an
cient enemy. In Cambodia that did take 
place. In the last eight years, degree, law, 
moderation had been forsworn. The war and 
the causes for which it was fought had 
brought desolation while nurturing and then 
giving power to a little group of zealots sus
tained by Manichean fear." 

It is enough to make one feel sorry for the 
poor Khmer Rouge. How perfectly natural 
that they would up and murder three million 
of their own people! This is, of course, ridic
ulous. Most soldiers in combat have "en
dured ... punishment" but none before 
have murdered a third of the population of 
their country after the war was over. 

American bombing had ended twenty 
months before they came to power. The 
evacuation of Phnom Penh was planned 
months before. The savagery was system
atic-forced dispersal of whole populations; 
destruction of traditional social structures, 
organized religion, and even the family; 
forced collectivization of agriculture; liqui
dation of the middle class and civil service; 
police terror-and it was all standard Khmer 
Rouge practice in all the areas they con
trolled in Ca.mbodia from as early as 1971. 
The genocide was premediated, motivated by 
ideology, and the work of political fanatics. 
And the definitive evidence for this is found 
in Shawcross' own sources. 

One of the best is "Cambodia: Year Zero" 
by Francois Ponchaud, a French Jesuit who 
lived through the early horrific phases of the 
Khmer Rouge victory. Ponchaud is a friend 
of Shawcross and no defender of American 
policy; nevertheless his book shows a clarity 
about Khmer Rouge motivations that Shaw
cross seems to have deliberately avoided. 
Shawcross cites Ponchaud extensively but 
never the passages stressing the idealogical 
premediation of Khmer Rouge policies dat
ing back at least to 1972. Ponchaud writes, 
for example: 

"[A)ccusing foreigners cannot acquit the 
present leaders of Kampuchea: their inflex
ible ideology had led them to invent a radi
cally new society. A fascinating revolution 
for all who &spire to a new social order. A 
terrifying one !or au who have any respect 
for human beings. 

"So we must look elsewhere for an explana-

tion of the deportation from Phnom Penh. 
The official reasons certainly had something 
to do with the decision to clear the city, but 
they do not seem sufficient. The deeper 
reason was an ideological one, as we later 
saw clearly when we learned that the provin
cial towns, villages, and even isolated farms 
in the countryside had also been emptied of 
their inhabitants. 

"The evacuation of Phnom Penh follows 
traditional Khmer revolutionary practice : 
ever since 1972 the guerrilla fighters had been 
sending all the inhabitants of the villages 
and towns they occupied into the forest to 
live, often buming their homes so they would 
have nothing to come back for. A massive, 
total operation such as this reflects a new 
concept of society, in which there is no place 
even for the idea of a city. The towns of 
Cambodia had grown up around market
places; Phnom Penh itself owed its expan
sion to French colonialism, Chinese com
merce, and the bureaucracy of the monarchy, 
followed by that of the republic. All this had 
to be swept away and an egalitarian rural 
society put in its place. 

"On April 17, 1975, a society collapsed; an
other is now being born from the fierce drive 
of a revolution which is incontestably the 
most radical ever to take place in so short a 
time. It is a perfect example of the applica
tion of an ideology pushed to the furthest 
limit of its internal logic." 

.Shawoross had another important source 
as well: a U.S. government study by Foreign 
Service Officer Kenneth M. Quinn. From in
terviews w1 th refugees fleeing Cambodia in 
1973 and 1974, Quinn pieced together a de
tailed description of Khmer Rouge totalitar
ian practices and shows that they began in 
some areas in late 1971. Shawcross cites some 
of Quinn's account but leaves the impression 
that it all dates from 1974. Another source, 
a Cambodian intellectual, is quoted ·at length 
in reference to the 1972-73 period, but 8111 
the quotes describe Khmer Rouge organiza
tional structure and political indoctrination, 
including their "respect for 'the ways of the 
peoole.'" 

The distortion is calculated. American 
bombing reached its peak in the spring of 
1973. The evidence of Father Ponchaud and 
Kenneth Quinn that the Khmer Rouge were 
totalitarian thugs in 1971 and 1972 contra
dicts the thesis that Shawcross struggles 
mightily but in vain to prove: that it was 
American bombing that turned the Khmer 
Rouge into butchers. 

Sideshow is filled with countless other 
errors and distortions. On one page he asserts 
that "no Comumnist offensive had been 
launched" when the secret bombing began 
in 1969; yet the preceding page had quoted 
from a North Vietnamese document halling 
the Communist spring offensive of 1969 be
cause it k111ed more Americans than the Tet 
offensive of 1968 (pp. 109-111). His tenden
tious account of the role of the U.S. Em
bassy in the bombing procedures of 1973 (pp. 
272-277) relies on a Senate Foreign Relations 
Committee staff report that is itself wildly 
erroneous. His chapters on alleged "missed 
opportunities" to negotiate a settlement are 
undercut by the mountain of evidence that 
the North Vietna.mese and later the Khmer 
Rouge rejected all American and Cambodian 
overtures to compromise. 

As a work of history the book is worthless. 
It is an elegant polemic in which scrupulous 
regard for evidence has been swept aside by 
political bias and emotional compulsion. Its 
elaborate documentation is impressive only 
if one has not seen the original documents. 
To understand it, one must leave histori
ography and explore the realm of psychiatry. 

The antiwar movement's temptation to 
gloat at the long-predicted collapse of the 
"corrupt" anti-Communist regimes of Indo
china was quickly stilled by the tales of holo
caust that emerged from Cambodia. (The 
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"boat people" of Vietnam and the poison-gas 
campaign to exterminate the Hmong in Laos 
came a bit later.) for anti-war critics had 
assured us beforehand that the collapse of 
the Lon Nol government would end t~e kill
ing and be a blessing for the Cambodian 
people. "What future possibility could be 
more terrible than the reality of what is hap
pening to Cambodia now?" asked Anthony 
Lewis on March 17, 1975, urging a cutoff of 
American aid. Abandoning the Cambodian 
government was "for the good of the suffer
ing Cambodians themselves," the Los Angeles 
Times assured us on April 11. "Indochina 
Without Americans: For Most, a Better Life," 
was the headline of a piece in the New York 
Times on April 13, datelined Phnom Penh. 
Its author, Sydney Schanberg, had com
forted us a month before with a report that 
the Khmer Rouge would be more moderate 
after victory and that fears of a bloodbath 
were unfounded. These predictions turned 
out to be horribly wrong. The people of Cam
bodia. paid the price. But there were no re
criminations in America.. The administration 
was stuck with a. failed policy, and its oppo
nents were understandably sheepish at the 
results of an outcome they had long urged. 

Then along came Shawcross. Vietnam 
critics could now "resist all attempts to make 
them feel guilty for the stand they took 
against the war," as Stanley Hoffmann urged 
them in an enthusiastic review. Shawcross 
was a godsend. How psychologically comfort
ing to have in hand a convoluted theory and 
purported evidence that American govern
ment decisions were the propelling force 
behind the horrible events after all. How 
politically convenient to be able to focus 
responsibility on a Republican administra
tion for the most gruesome outcome of a 
failed military commitment begun under two 
liberal Democratic Presidents. 

But it was too convenient to be true. The 
book's evidentiary basis is shoddy and deceit
ful. By no stretch of moral logic can the 
crimes of mass murderers be ascribed to those 
who struggled to prevent their coming into 
power. One hopes that no craven sophistry 
will ever induce free peoples to accept the 
doctrine that Shawcross embodies: that re
sistance to totalitarianism is immoral. So 
whatever the book's value as psychotherapy, 
as a. history of Cambodia. it is a. joke. And as 
political apologetics it is obscene. 

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

The PRESIDING OFFICER. The clerk 
will call the roll. 

The assistant legislative clerk pro
ceeded to call the roll. 

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

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

ORDER OF PROCEDURE 
Mr. BAKER. Mr. President, I under

stand that an agreement has been 
reached now in respect to the considera
tion of S. 414, the so-called cash dis
count bill. I have before me a proposed 
unanimous-consent request dealing with 
time limitat;ons and other matters, 
which I believe has been cleared on the 
minority side. May I inquire of the dis
tinguished minority leader whether that 
is the case, and if he is preoared at this 
time to proceed with the reouest? 

Mr. ROBERT C. BYRD. Mr. Presi
dent, the majority leader is correct and 
the mi.nority is ready to proceed with 
the agreement. 

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

In that case, Mr. President, I ask 
unanimous consent that the Senate new 
proceed to the consideration of S. 414. 

Mr. ROBERT C. BYRD. Mr. Presi
dent, reserving the right to object, I only 
reserve the right to object to indicate 
for tne :H.ECORD that it was the maJority 
leader's pronouncement earlier today 
that the Senate would only proceed but 
that it would not take further action on 
this measure today. Am I correct? 

Mr. BAKER. Mr. President, the mi
nority leader is correct. It is my intention 
to ask that the Senate proceed to the 
consideration of S. 414, then immedi
ately to lay aside that matter tempo
rarily until Thursday, March 12, in ac
cordance with the request I am about 
to make. 

Mr. ROBERT C. BYRD. Mr. Presi
dent, I have no objection. 

CASH DISCOUNT ACT 

The PRESIDING OFFICER. The bill 
will be stated by title. 

The assistant legislative clerk read as 
follows: 

A bill (S. 414) to amend the Truth in 
Lending Act to encourage cash discounts, 
and for other purposes. 

The PRESIDING OFFICER. Without 
objection, the Senate will proceed to 
consider the bill. 

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

That this Act may be cited as the "Cash 
Discount Act". 

TITLE I-CASH DISCOUNTS 
SEc. 101. Section 167(b) of the Truth in 

Lending Act (15 U.S.C. 1666f(b)) is amended 
to read as follows: 

"(b) With respect to any sales transaction, 
any discount from the regular price offered 
by the seller for the purpose of inducing 
payment by cash, checks, or other means not 
involving the use of an open-end credit plan 
or a credit card shall not constitute a finance 
charge as determined under section 106 if 
such discount is offered to all prospective 
buyers and its availability is disclosed clearly 
and conspicuously.". 

SEc. 102. (a.) Section 103 of the Truth in 
Lending Act (15 U.S.C. 1602) is amended by 
adding at the end thereof the following: 

"(z) As used in this section and section 
167, the term 'regular price' means the tag 
or posted price charged for the property or 
service if a. single price is tagged or posted, or 
the price charged for the property or serv
ice when payment is made by use of an open
end credit plan or a credit card if either (1) 
no price is tagged or posted, or (2) two 
prices are tagged or posted, one of which is 
charged when payment is made by use of an 
open-end credit plan or a. credit card and 
the other when payment is made by use of 
cash, check, or similar means. For purposes 
of this definition, _payment by check, draft, 
or other negotiable instrument which may 
result in the debiting of an open-end credit 
plan or a credit cardholder's open-end ac
count shall not be considered payment made 
by use of the plan or the account.". 

(b) Effective April 10, 1982-
(1) subsections (x) and (y) of section 

103 of the Truth in Lending Act (as redesig
nated by section 603 (b ) of Public Law 96-
221) are redesignated as subsections (y) 
and (z), respectively; and 

(2) subsection (z) of such section (as 
added by subsection (a ) ) is redesignated as 
subsection (x) and is inserted after sub
section ( w). 

SEc. 103. Any rule or regulation of thP. 
Board of Governors of the Federal Reserve 
System pursuant to section 167 (b ) of the 
'1 ruth in Lending Act, as such section was in 
effect on the day before t he date of enact
ment of this Act , is null and void. 

TITLE II-BAN ON CREDIT CARD 
SURCHARGES 

SEc. 201. Section 3 (c) (2) of Public Law 
94- 222 (15 U.S.C. 1666! note) is amended to 
read as follows: 

"(2) The amendments made by paragraph 
( 1) shall cease to be effective on February 
27, 1984.". 

SEc. 202 . Not later than two years aft er 
the date of enactment of this Act, the Board 
of Governors of the Federal Reserve System 
shall prepare a study, on the basis of a t·e
view and analysis of such data and studies 
as it finds appropriate, and shall submit its 
findings to the Committee on Bankins. 
Housing, and Urban Affairs of the Senate 
and the Committee on Banking, Finance and 
Urban Affairs of the House of Representatives 
on the effect of charge card transactions 
upon card issuers, merchants, and consum
ers, including to the extent possible-

( 1) the effects of charge card transactions 
on retail sales; 

(3) the effect of charge card usage on 
consumers and on merchants, including the 
effects on merchant cost; and 

(3) the effect of charge card usage on 
the pricing of goods and services, with a. 
comparison of the costs resulting from pay
ment by (A) currency and coin, (B ) by per
sonal check or similar instrument, (C) by in
house credit plans, and (D) by charge card 

TITLE III-MISCELLANEOUS 
SEc. 301. Section 625 (c) of Public Law 96-

221 is amended by adding at the end thereof 
the following: " Any creditor who elects to 
comply with such amendments and any as
signee of such a creditor shall be subject to 
the provisions of sections 130 and 131 of the 
Truth in Lending Act, as amended by sec
tions 615 and 616, respectively, of this title." . 

SEc. 302. Section 5137 of the Revised Stat
utes (12 U.S.C. 29) is amended by IS.dding at 
the end thereof the following new para
graph: 

"Notwithstanding any other provision of 
this section, any national banking associa
tion which, on the date of enactment of this 
paragraph, held title to and possession of 
real estate which was carried on the associa
tion's books at a nominal value on Decem
ber 31, 1979, may continue to hold such real 
estate until December 31, 1982, if the earn
ings from such real estate are separately dis
closed in the financial statements or the 
asEociation. ". 

Mr. BAKER. Mr. President, I now ask 
unanimous consent that S. 414 be laid 
aside temporarily until Thursday, March 
12, and that at that time, it automati
cally be made the pending business be
fore the Senate following the conclusion 
of the time allocated to the two leaders 
under the standing order, any special 
orders that may be provided for on that 
date, and at the conclusion of the trans
action of routine morning business, if 
such be ordered, to follow after the spe
cial orders. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 
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TIME LIMITATION AGREEMENT 

Mr. BAKER. At that time, Mr. Presi
dent, I ask unanimous consent that there 
be time limitations as follows: 

Two hours to be under the cont.rol of 
the distinguished Senator from W1scon
sin <Mr. PROXMIRE ); 1 hour to be under 
the control of the distinguished Senator 
from Ohio <Mr. GLENN) ; 1 hour to be 
under the control of the Senator from 
New Jersey <Mr. WILLIAMS); 1 V2 hours 
to be under the control of the Senator 
from Rhode Island <Mr. CHAFEE); 1 hour 
to be equally divided, on an amendment 
by Mr. GARN, dealing with the Home 
Mortgage Disclosure Act. 

Provided, further, that the ~~rn 
amendment be offered only by the distm
guished Senator from Utah <~r: GARN); 
30 minutes, to be equally diVIded, .on 
amendments in the first degree; 20 mm
utes, to be equally divided, on a~end
ments in the second d€gree; 10 mm'!tes 
on debatable motions, aopeals. or pomts 
of order, if the same be submitted ~o the 
Senate: and that the agreement be m the 
usual form. 

Mr. ROBERT C. BYRD. Mr. President, 
reserving the right to object, I wonder 
wheth~r the distinguished maiority lead
er would substitute th~ name of Mr. DoDD 
for the name of Mr. WnLIAMS. 

Mr. BAKER. I am pleased to do that, 
and I w modify the reCluest. 

Mr. ROBERT C. BYRD. I thank the 
Senator. 

The PRESIDING OFFICER <Mr. 
WEICKER) . Is there ob,iection? The Chair 
hears none, and it is so ordered. 

The text of the agreement follows: 
Ordered, That following the Leaders and 

any Snecial Orders on Thursday, March 12, 
1981, the Senate proceed to the consideration 
of S. 414 (Order No. 28 ), a bill to amend the 
Truth in Lending Act, with 30 minutes on 
any amendment in the first degree (except 
an amendment t o be offered by the Senator 
from Utah (Mr. GARN) , relative to the Home 
Mortgage Disclosure Act, on which there shall 
be 1 hour) , to be equally divided and con
trolled by the mover of such and the manager 
of the bill; with 20 minutes on any amend
ment in the second degree. to IJe equally 
divided and controlled by the mover of such 
and the manager of the blll; and with 10 
minutes on any debatable motion, appeal, or 
point of order which is submitted or on 
which the Chair entertains debate, to be 
Pqually divided and controlled by the mover 
of such and the manager of the bill: Pro
vided, Tl1at in the event the manager of the 
bill is in favor cf snch amendment or motion, 
t he time in opposi tion thereto shall be con
trolled by the minori ty leader or his designee: 
Provided further, That no amendment that 
is not 15ermane to the provisions of the said 
bill shall be received. 

Ordered ft17'ther. That on the question of 
final passage of the said bill . debate shall be 
limited ton y; hours, with 2 hours controlled 
by the Senator from Wisconsin (Mr. PRox
MIRE), 1 hour controlled by the Senator from 
Ohio (Mr . GLENN) , 1 hour controlled by the 
Senator from Connecticut (Mr. Dooo), and 
1% hours controlled by the Senator from 
Rhode Island (Mr. CHAFEE): Provided, That 
the said Senat ors. or any one of them, may, 
from the time under their cont.rol on the pas
sage of the said bill , allot additional time to 
any Senator during the consideration of any 
amendment, debatable motion, appeal , or 
point of order. 

EXTENSION OF TIME FOR ROUTINE 
MORNING BUSINESS 

Mr. BAKER. Mr. President, is there 
time remaining for the transaction of 
routine morning business? 

The PRESIDING OFFICER. All time 
has expired. 

Mr. BAKER. Mr. President, I ask 
unanimous consent that the time for the 
transaction of routine morn:ng business 
be extended for not to exceed 15 min
utes, under the provisions previously 
stated. 

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

GAMBLING IN THE DISTRICT 
OF COLUMBIA 

Mr. HATFIELD. Mr. President, I 
would like to make a few observations on 
the question of legalized gambling in the 
Nation's Capital. 

I believe it is plain now that congres
sional action will be insufficient to dis
approve of the initiative whi.ch pas~ed 
in the last District of Columbia electwn 
to make gambling a part of our local life
style, but I do want to re?ount a fe~ of 
the reasons for my oppositiOn to legalized 
gambling for the District of Columbia. 

First of all, 30 percent of the people of 
the District voted in the last elect· on, and 
gambling won by a 3-to-2 margin, which 
is an absolute plurality of only 18 per
cent. So when we hear assertions made 
that somehow this issue has received the 
overwhelm'ng support of the people of 
the District, we should be aware of pre
cisely what percentage of the people of 
the District actually voted in support of 
legalized gambling. 

Second, I believe it is evident th~t ~he 
contest was certainly one sided, as It m
volved expenditures for advertising. We 
can compute at least $200,000 th~t. v:as 
spent on the campaign to pass the mitla
tive, $80,000 just in the last 3 days of the 
election. There was no disclosure rul~. 
so we cannot trace the source of this 
largesse. On the ant~gambling side, little 
money was raised and spent. 

Third the central question that I be
lieve m~st always concern us is whether 
there is a Federal interest sufficient to 
intervene in this vote. We must bear in 
mind that in the home rule charter, Con
gress can intervene. We have the right 
to intervene at any point. The damage 
this gambling regime will do to the Fed
eral City, I believe, is sufficient to bring 
this within the Federal interest. 

I need not go into the fact that this is 
more than the Nation's Capital city. This 
is a world capital. Many people visiting 
the United States see America through 
the microcosm of Washington, D.C. 

I ask the question: Does th;s enhance 
the image of America, of the United 
States generally? 

I also ask another question todav, as 
we are under budgetary restrictions. Who 
is going to support the increased appro
priations required to meet the increasing 
social problems that will be brought 
about by this gambling activity? 

I do not in any way want to denigrate 
any city in this country or any State in 
this country. However, I think a most 
recent study that has been made about 
the impact of gambling on the social 
order of a community, was reported by 
U.S. News & World Report. It recounted 
the social problems faced by Las Vegas, 
Nev., which is one of the gambling 
capitals of this country. They asked a 
simple question. Is there a relationship 
between social problems in Las Vegas 
and gambling? 

The survey showed that the equivalent 
of one of every nine women in Las Vegas 
between the ages of 15 and 39 is acting 
as a prostitute, 10,0:>0 estimated in all. 

The alcoholism rate is the highest in 
the Nation. 

The crime rate is the highest in the 
Nation. 

The suicide rate is double the national 
average. 

I believe there is little doubt, from 
reading at least this report, that one can 
draw certain relationships between the 
presence of gambling and the increase in 
social problems. 

One also must recognize that legal 
gambling promotes illegal gambling by 
remov;ng the stigma. Moreover, illegal 
gambling pays higher odds and does not 
provide information to the IRS, so that 
a big win is not taxed. Thus, an increase 
in legal gambling will probably cause an 
increase in illegal gambling, and orga
nized crime will be attracted. 

Legal gambling will not provide credit. 
Illegal games will give credit, and will 
give credit to a person deeply in debt. In 
illegal games, illegal collection methods 
will have to be used, also. Is this the kind 
of economic regime we want to achieve in 
the District? 

Mr. President, the District has had a 
lottery before. Soon after the new Nation 
elected its first President, a lottery was 
begun to improve the Federal City. The 
first prize was a $50 ,000 hotel. It was un
successful, and the agent did not make 
enough money to pay the first prize. TWo 
more District lotteries followed, and 
the confusion and lawsuits convinced the 
Federal Government to get out of the 
lottery business. This lottery is likely to 
cause similar problems, for different 
reasons. 

Gambling is the best effort to date to 
defeat the renaissance of the Federal 
City. The proponents are building a 
casket to bury home rule. They are pall
bearers of home rule rather than the 
defenders of States' rights. For who is 
going to pay the bill for the increase. in 
social services needed as a result of m
creased social friction and bankruptcies, 
when we do have sufficient money today 
to pay for the kind of standard of edu
cation that should be characteristic of a 
caoital ci.ty. Nor the resources today to 
pay for the health needs ~f t~1is city, for 
the housing needs of this city, for the 
needs of the poor? Will it be the city. or 
will the Federal Government be asked 
for the fund? 

Gambling is one of those parasites of 
society that plays to the poor, that_lives 
off the poor. Decisions such as this by 
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the city fathers and mothers provide 
ammunition, I believe, for the oppo
nents of home rule, and I have been one 
of the stalwart defenders and supporters 
of home rule. 

The question then might be asked, 
Why drop the issue if it so clear? I sup
pose that, based upon the experience of 
my own State, the people of Oregon 
have the opportunity to vote for gam
bling and erode their income and tax 
basis. We have parimutuel gambling in 
my State, both horses and dogs. But the 
people of Oregon can also reverse that 
decision through the initiative process, 
and the District residents have the same 
opportunity. 

Some believe that this is the correct 
method for elimnating gambling in the 
District. In fact, gambling opponents 
plan to organize a new antigambling 
initiative. 

So we have this alternative. 
But also, Mr. President, I am con

vinced that if this bill comes out of the 
committee through petition to the full 
Senate, and loses on the fioor, the Sen
ate will have voted on three issues in one, 
namely, the issue of home rule; second, 
the right of D.C. residents to use the 
initiative device; and third, gambling as 
a revenue-raising methods is accepted. 
The media will dwell on the last issue 
only, and the Senate will be character
ized as having approved gambling. That 
is good image for us to project nation
ally. 

Even though some of our colleagues 
will be votin~ on the home rule issue. or 
the issue of the right of :!:esidents of the 
District to use the initiative device, the 
overriding issue is the question of gam
bling or not for the District, and the 
media will correctly interpret it as such. 
Thus, I do not want to lose this vote on 
the fioor. 

I believe that if anyone really believes 
that the purpose of these games will be 
to benefit "charitable institutions"-and 
that is always the excuse given for gam
bling-he should look at the priority in 
wh:ch the winnings are distributed. Ire
call that in my State all the parimutuel 
funds were put into a pot, and then off 
the bottom of the pot they would give so 
much for the county fair associations, 
the 4-H Club program, and the children's 
programs. Every time the Oregon legis
lature would raise the issue whether or 
not to deal with the parimutuel gambling 
of the State, the gamblers stayed home. 
Those who conducted the races never had 
to appear. They sent the children before 
the comm~tt-ee to plead for the funds that 
they were deriving from parimutuel 
betting. 

I think we should look at the small 
percentage those groups receive from the 
total gambling revenues and what small 
percentage that the District of Columbia 
charitable institutions will receive now. 
How is that pot distributed? First come 
the operator's expenses and the opera
tor's profits. Then, taxes must be paid. 
Next, they must hold some capital for 
the next game. Finally, the beneficiary 
gets what is left. It is apparent to anyone 
who takes a moment to look at this list
that the prime benefactor of the game is 
the operator, or the "house." 
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I do not think anyone would be foolish 
to believe that when one goes into such 
an operation one is engaging in an elee
mosynary operation. It is for profit, and 
the profit belongs to those who operate it. 

Some argue that through legal gam
bling we will eliminate, as they say, all of 
the other problems of our finance and 
taxes. That has not happened anywhere 
in this country that I know of. 

Mr. President, I suggest something that 
every gambler knows. The percentage of 

EXECUTIVE MESSAGES REFERRED 
As in executive session, the Presiding 

Officer laid before the Senate messages 
from the President of the United States 
submitting sundry nominations, which 
were referred to the apppropriate 
committees. 

<The nominations received today are 
printed at the end of the Senate 
proceedings.) 

the pot wh:ch goes out for other purposes MESSAGES FROM THE HOUSE 
determines the odds. It is important to At 12 :20 p.m., a message from the 
realize that as long as legalized games 
pay taxes, audits, benefits to charitable House of Representatives, delivered by 
institutions or any other expense not di- Mr. Berry, one of its reading clerks, an-

nounced that the House has passed the 
rectly related to operations, they cannot following concurrent resolution, in which 
hope to come close to the odds a gambler it requests the concurrence of the 
can get in an illegal game. Senate: 

Moreover, any legal game must report 
winnings. Since this is not an obligation H. Con. Res. 85. Concurrent resolution 
of an illegal game, all the prizes in an congratulating the government and people 

of Spain on their commitment to democracy. 
illegal game can be much larger. 

So I rise today merely to share these At 12:40 p.m., a message from the 
thoughts out of frustration and out of House of Representatives, delivered by 
great sadness. It looks as though the Mr. Berry, announced that pursuant to 
Committee on Governmental Affairs and the provisions of section 1, Public Law 
the District of Columbia Subcommittee 86-420, as amended, the Speaker ap
that has this issue before it, have de- points the following Members to the U.S. 
termined that Senate concurrent delegation of the Mexico-United States 
Resolution 6 shall not come to the fioor Interparliamentary Group: Mr. DE LA 
and that any effort to bring it to the GARZA, chairman, Mr. YATRON, vice chair
floor will be actively opposed. In all man, Mr. KAZEN, Mr. MILLER of Cali
probability that would result in a vote fornia, Mr. SKELTON, Mr. KoGovsEK, Mr. 
that could be interpreted as affirmation MICA, Mr. ROUSSELOT, Mr. LAGOMARSINO, 
by the Senate as support for gambling in Mr. RUDD, Mr. GOODLING, and Mr. DREIER. 
the District. The message also announced that pur-

So I have come to that rather agoniz- suant to the provisions of Public Law 
ing decision that I must yield on my ef- 86-42, as amended, the Speaker appoints 
forts and recognize that the gamblers as members of the U.S. Delegation of the 
have won at least this day. But in spite Canada-United States Interparliamen-

tary Group to be held on May 22 to 
of all of the elements of respectability May 26, 1981, in Halifax, Nova Scotia, 
that have been bestowed upon this ac-
tion, including the government of the the following Members on the part of the 

House: Mr. FASCELL, chairman, Mr. 
District and others of leadership in the BoLAND, vice chairman, Mr. GIBBONS, Mr. 
District, I do not make a great prophecy 
today by saying that they will be back BoNKER, Mr. LAFALCE, Mr. Russo, Mr. 
up here on the Hill asking for increases BARNES, Mr. HORTON, Mr. WrNN, Mr. 

DAVIS, Mrs. SNOWE, and Mr. MARTIN. 
in their budget for the District to den.l The message further announced that 
with these increasing problems of hous- - pursuant to section 3(1) of Public Law 
ing, education, health, and all the other 94-304, the Speaker appointed the fol
social issues that will rise in proportion lowing Members to the commission on 
to the gambling activities of this area. security and Cooperation in Europe: Mr. 

I regret that the District has voted for FASCELL, chairman, Mr. YATES, Mr. BING
this, and I regret much more that the HAM, Mr. WIRTH, Mrs. FENWICK, and Mr. 
Senate committee has seen fit not to RITTER. 
challenge the initiative or to intervene The message also announced that pur
as is the constitutional right and respon- suant to the provisions of section 1 of 
sibility of the Senate. I hope we do not Public Law 689, 84th Congress, as 
abrogate all our rights and responsibili- amended, the Speaker appoints as mem
ties so quickly during the coming months. bers of the U.S. group of the North At-

Mr. STEVENS. Mr. President, I sug- !antic Assembly, to be held on May 22 to 
gest the absence of a quorum. May 25, 1981, in Venice, Italy, the follow-

The PRESIDING OFFICER. The clerk ing Members on the part of the House: 
will call the roll. Mr. PHILLIP BURTON, chairman, Mr. 

The legislative clerk proceeded to call HAMILTON, vice chairman, Mr. BROOKS, 
the roll. Mr. ANNUNZIO, Mr. ROSE, Ms. 0AKAR, Mr. 

GARCIA, Mr. BOWEN, Mr. BROOMFIELD, Mr. 
Mr. STEVENS. Mr. President, I ask FINDLEY, Mr. WHITEHURST, and Mr. 

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

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

MESSAGES FROM THE PRESIDENT 
Messages from the President of the 

United States were communicated to the 
Senate by Mr. Saunders, one of his 
secretaries. 

HOUSE CONCURRENT RESOLUTION 
REFERRED 

The following concurrent resolution 
was read, and referred as indicated: 

H. Con. Res. 85. Concurrent resolution 
congratulating the government and people 
of Spain on their commitment to democ
racy; to the Committee on Foreign Re
lations. 
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REPORTS OF COMMITTEES 
The following reports of committees 

were submitted: 
By Mr. McCLURE, from the Committee on 

Energy and Natural Resources, with an 
amendment: 

S. 573. A b111 to extend the expiration date 
of section 252 of the Energy Policy and Con
servation Act. 

EXECUTIVE REPORTS OF 
COMMITTEES 

The following executive reports of 
committees were submitted: 

Mr. THURMOND. Mr. President, 
from the Committee on Armed Services, 
I report favorably the following nomina
tions: In the Reserve of the Army and 
Army National Guard, there are 34 ap
pointments to the grade of major gen
eral and brigadier general <8 major 
general and 26 brigadier general) 
<list beginning with Brig. Gen. Robert 
Milton Erffmeyer>; in the U.S. Navy, 
there are 38 temporary promotions to 
the grade of rear admiral Oist begin
ning with Michael R. Ackley), and 9 
temporary promotions to the grade of 
rear admiral <list beginning with Nor
man V. Cooley, Jr.); in the Marine 
Corps, there are 20 temporary appoint
ments to the grade of major general and 
brigadier general (7 major general and 
13 brigadier general) <list beginning 
with Thomas R. Morgan); and Maj. Gen . 
James W. Stansberry, U.S. Air Force, to 
be lieutenant general, I ask that these 
names be placed on the Executive Cal
endar. 

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

Mr. THURMOND. In addition, in the 
Navy, there are 1,203 temporary ; per
manent appointments/ promotions to the 
grade of captain and below <list begin
ning with Robert S. Chan) and 619 
temporary /permanent promotions to 
the grade of lieutenant commander <list 
beginning with Clinton E. Adams) ; in 
the Navy and Naval Reserve, there are 
566 temporary /permanent promotions to 
t~ grade of commande!: Oist beginning 
w1th Alexander V. Abarv; in the Air 
Force, there are 348 appointments/pro
motions to the grade of colonel and be
low <list beginning with George G. 
Abbott> and 1,146 promotions to the 
grade of 1st lieutenant Oist beginning 
with Michael R. Ackley). Since these 
names have already appeared in the 
CONGRESSIONAL RECORD and to save the 
expense of printing again, I ask unan
imous consent that they be ordered to 
lie on the Secretary's desk for the infor
mation of any Senator. 

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 February 5, February 16, and 
February 19, 1981, at the end of the Sen
ate proceedings.) 

By Mr. DOLE, from the Committee on 
Finance: 

Roscoe L. Egger, of the District of Colum
bia, to be Commissioner of Internal Revenue. 

John E. Cha.poton, of Texas, to be a.n As
sistant Secretary of the Treasury. 

Paul Craig Roberts, of Virginia, to be an 
Assistant Secrete.ry of the Treasury. 

(The above nominations from the 
Committee on Finance were reported 
with the recommendation that they be 
confirmed, subject to the nominees' com
mitment to respond to requests to appear 
and testify before any duly constituted 
committee of the Senate.) 

INTRODUCTION OF BILLS AND 
JOINT RESOLUTIONS 

The following bills and Joint resolu
tions were mLroduced, read the Iirst and 
second time by unanimous consent, and 
referred as indicated: 

By Mr. STENNIS : 
S. 617. A bill for the relief of Mrs. Elsie B. 

Lawson; to the Committee on the Judiciary. 
By Mr. CANNON (by request) : 

S. 618. A bill for the relief of Anacleto 
Aboyabor Dotollo and Turtosa Accompanado 
Dotollo; to the Committee on the Judiciary. 

By Mr. ROBERT C. BYRD: 
S. 619. A bill for the relief of Alberto A. 

Fernandez, M.D.; to the Committee on the 
Judiciar;9. 

By Mr. DOMEN!CI (for himself and 
Mr. SCHMITT): 

S. 620. A bill to authorize the construction 
of a project for fiood control in the vicinity 
of Albuquerque , New Mexico, and for other 
purposes; to the Committee on Environment 
and Public Works. 

By Mr. DOMENICI (for himself and 
Mr. MoYNIHAN) : 

S . 621. A bill to authorize the National 
Water Resources Policy and Development Act 
of 1981, to direct the Water Resources Coun. 
cil to act as the coordinating body for a 
program of water resources assistance to the 
States, and for other purposes; to the Com
mittee on Environment and Public Works. 

By Mr. INOUYE: 
S. 622. A bill to control the e'fport of haz

ardous wastes; to the Committee on Bank
ing, Housing, and Urban Affairs. 

By Mr. LEiV ... N: 
S. 623. A bill to amend chapter 7 of title 

5, United States Code, relating to judicial 
review of agency action to allow appeals 
from interlocutory orders on the assignment 
or conduct of an administrative law judge, 
and for other purposes. 

By Mr. LEVIN (for himself and Mr. 
CoHEN) : 

S. 624. A bill to amend the Internal Reve
nue Code of 1954 to require the Secretary 
of the Treasury to issue a certificate of re
lease of a lien in certain cases, and for other 
purposes; to the Committee on Finance. 

By Mr. DURENBERGER: 
S . 625. A bill to revise the boundary of Voy

ageurs National Park in the State of Minne
sota, and for other purposes; to the Commit
tee on Energy and Natural Resources. 

By Mr. MOYNIHAN : 
S . 626. A bill to the Internal Revenue Code 

with respect to o1fsetting positions in per
sonal property, and for other purposes; to 
the Committee on Finance. 

By Mr. TOWER: 
S. 627. A bill for the relief of James Antin 

Chua-Tuan, M. D.; to the Committee on the 
Judiciary. 

S. 628. A bill for the relief of Martin Al
fredo P. Marasigan, M.D., also known as 
Freddie del Prado Mara.sigan, M.D.; to the 
Committee on the Judiciary. 

S. 629. A bill to increase fines for trading 
without a license; to the Committee on 
Commerce, Science, and Transportation. 

By Mr. SASSER (for himself, Mr. RAN
DOLPH, Mr. RoBERT C. BYRD, and Mr. 
BAUCUS): 

S. 630. A bill to revise loan guarantee pro
visions of the Airline Deregulation Act of 
1978, and for other purposes; to the Commit
mittee on Commerce, Science, and Trans
portation. 

By Mr. DECONCINI (for himself, Mr. 
MATSUNAGA, Mr. HEINZ, Mr. FORD, 
and Mr. INOUYE) : 

S. 631. A bill to dismiss certain cases pend
ing before the Education Appeal Board; to 
the Committee on Labor and Human Re
sources. 

By Mr. RANDOLPH (for himself and 
Mr. RoBERT c. BYRD): 

S. 632. A bill for the relief of Herbert J. 
Thomas Memorial Hospital; to the Commit
tee on the Judiciary. 

By Mr. MELCHER: 
S. 633. A bill for the relief of Estefania 

Tolentino; to the Committee on the 
Judiciary. 

By Mr. McCLURE (for himself, Mr. 
SYMMS, Mr. WALLOP, and Mr. 
SIMPSO.,_): 

S. 634. A bill to authorize the e.xchange 
of certain lands in Idaho and Wyoming; to 
the Committee on Energy a.nd Natural 
Resources. 

By Mr. HEINZ: 
S. 635. A bill to e1fect certain reorganiza

tion of the Federal Government to strength
en Federal programs and policies for com
bating international and domestic terrorism; 
to the Committee on Governmental Affairs. 

By Mr. CRANSTON (for himself, Mr. 
RANDOLPH, and Mr. STAFFORD): 

S. 636. A bill to clarify the Veterans' Ad
ministration's authority to recover certain 
health -care costs, to extend the period of 
availability of funds committed under the 
Veterans' Administration program of as
sistance to new State medical schools, to 
authorize expansion of the scope of and 
epidemiological study regarding veterans ex
posed to Agent Orange, and for other pur
poses; to the Committee on Veterans 
At! airs. 

By Mr. JOHNSTON (for himself and 
Mr. JACKSON): 

S. 637. A bill to establish a program for 
Federal storage of spent fuel from civlllan 
nuclear powerplants, to set forth a Federal 
policy and initiate a program for the dis
posal of nuclear waste from civ111an activi
ties. and for other purposes; to the Commit
tee on Energy and Natural Resources. 

By Mr. BENTSEN: 
S. 638. A bill to amend the Internal Reve

nue Code of 1954 to allow individuals to 
compute the amount of the deduction for 
payments into retirement savings on the 
basis of the compensation of their spouses, 
and for other purposes; to the Committee on 
Finance. 

By Mr. PACKWOOD (for himself and 
Mr. BENTSEN) : 

S. 639 . A bill to amend the Internal Reve
nue Code of 1954 with resoect to the income 
tax treatment of incentive stock options; to 
the Committee on Finance. 

STATEMENTS ON INTRODUCED 
BILLS AND JOINT RESOLUTIONS 

By Mr. DOMENICI (for himself 
and Mr. SCHMITT) : 

S. 620. A bill to authorize the construc
tion of a project for flood control in the 
vicinity of Albuquerque, N.Mex., and for 
other purposes; to the Committee on En
vironment and Public Works. 

<The remarks of Mr. DoMENICI on this 
legislation appear earlier in today's 
RECORD.) 

By Mr. DOMENICI <for himself 
and Mr. MOYNIHAN): 

S. 621. A bill to authorize the National 
Water Resources Policy and Develop
ment Act of 1981, to direct the Water Re
sources Council to act as the coordinat
ing body for a program of water resources 
assistance to the States, and for other 
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purposes; to the Committee on Environ
ment and Public Works. 

<The remarks of Mr. DoMENICI and 
Mr. MoYNIHAN on this legislation a.ppear 
earlier in today's RECORD.) 

By Mr. INOUYE: 
s. 622. A bill to control the export of 

hazardous wastes; to the Committee on 
Banking, Housing, and Urban Affairs. 
EXPORT OF HAZARDOUS WASTES CONTROL ACT 

OF 1981 

• Mr. INOUYE. Mr. President, today I 
am introducing a bill to amend the Ex
port Administration Act of 1979 which 
will curb the unregulated export of 
hazardous wastes. Americans are all 
aware of the special dangers that toxic 
substances-especially wastes-pose to 
our health and environment. The Con
gress in particular has recognized the 
need to control the handling and disposal 
of hazardous substances in such legisla
tion as the Toxic Substances Control Act 
<TOSCA) and the Resource Conserva
tion and Recovery Act <RCRA). How
ever, there is an important loophole in 
our efforts to control the disposal of haz
ardous wastes: they can be shipped 
abroad. 

In some cases, this is not a problem 
since the wastes are destined for re
processing in countries that are fully 
aware of the dangers involved. In other 
cases though, foreign governments have 
not been completelv informed about the 
hazards nor can they guarantee that 
local comoanies are able to handle the 
wastes safely. Moreover, wastes are 
sometimes exported from the United 
States in order to avoid the strtct guide
lines that would have applied to their 
d~sposal here. Except for PCB's and 
dioxin, which are controlled under 
TOSCA, it is impossible for the U.S. Gov
ernment to stop the export of hazardous 
wastes even if they pose a significant 
threat to the health and environment of 
the recipient country. 

The United States should be setting an 
example in the area of hazardous waste 
management. Instead, we are leaving 
ourselves open to recreating a Minamata 
or a Love Canal in another country. The 
time has come to invoke our longstand
ing policy of enacting export controls 
in order to protect the foreign rolicy 
interests of the United States. Mr. Pres
ident, I am sure that my distinguished 
colleagues will agree that curbing the 
export of hazardous wastes is in the best 
interests of both the United States and 
our friends abroad. 

The bill I am introducing will expand 
the Commodity Control List established 
under section 4Cb) of the Export Ad
ministration Act to include all of the 
hazardous wastes defined and listed un
der section 3001 of the Resource Con
servation and Recovery Act. It will also 
include sewage sludge and other liquid 
wastes that do not fall under the En
vironmental Protecti.on Agencv's current 
definition of "hazardous waste." 

In order to export a hazardous waste, 
a person or company in the United States 
must secure a validated license-section 
4<a) <1) of the Export Administration 

Act-from the Secretary of Commerce, 
who will issue the license only after ap
propriate consultation with the Secre
tary of State and the Administrator of 
the Environmental Protection Agency. In 
granting a license, the Secretary of Com
merce must be satisfied that the import
ing country is fully informed about the 
shipment and is willing to deal with the 
hazards involved. In so doing, we will also 
be able to keep accurate records of the 
nature, volume, and final disposition of 
wastes exported from the United States. 

Mr. President, the mechanisms for 
controlling the export of hazardous 
waste are already in place: no further 
authorizations or appropriations are 
needed. The export of hazardous waste 
does not contribute to a favorable bal
ance of trade, but it does entail enor
mous risks. I trust that my fellow Sena
tors will join with me in stemming the 
export of hazardous wastes before it 
does real and lasting harm to either the 
United States or one of our trading 
partners abroad. 

I ask unanimous consent that the full 
text of this measure be printed in the 
RECORD. 

There being no objection, the bill was 
ordered to be pr..nted in the RECORD, as 
follows: 

s. 622 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, 

SHORT TITLE 
SECTION 1. This Act may be cited as the 

"Export of Hazardous Wastes Control Act of 
1981". 

FINDINGS AND POLICY 
SEc. 2. (a) Section 2 of the Export Ad

ministration Act of 1979 is amended by add
ing at the end thereof the following: 

" ( 10) There are currently no meaningful 
controls over the export of hazardous wastes. 
However, the United States recognizes that 
hazardous wastes present a special danger to 
the health and environment of people in all 
countries. It is therefore in the best foreign 
policy interests of the United States to con
trol the export of hazardous wastes.". 

(b) Section 3 of such Act is amended by 
adding e.t the end thereof the following: 

"(12) It is the policy of the United States 
to permit the export of hazardous wastes 
only if the recipient country has been noti
fied of the export and such country is capa
ble of handling the wastes appropriately.". 

PROHIBITION 
SEc. 3. Section 7 of the Export Administra

tion Act of 1979 is amended by adding at the 
end thereof the following: 

"(k) HAZARDOUS WASTES.-(1) As used in 
this subsection, the term 'hazardous waste' 
means-

.. (A) a solid or liquid waste, or combina
tion of wastes, which because of its quantity, 
concentration, or physical, chemical, or in
fectious properties, which the Administrator 
of the Environmental Protection Agency 
determines may-

"(1) cause or significantly contribute to 
an increase in

" (I) mortality; 
"(II) serious irreversible illness; or 
"(III) incapacitating, reversible illness; or 
"(ii) pose a substantial present or potential 

hazard to human health or the environment 
when improperly treated, stored, transported, 
disposed of, or otherwise managed; 

"(B) any hazardous waste identified and 
listed by the Administrator of the Environ
mental Protection Agency under section 3001 

of the Resource Conservation and Recovery 
Act of 1916 (Public Law 94-580)_; and 

·· (CJ any sewage sluage or resiatie, liquid or 
solid, from a waste treatment plant. 

"t:l) Hazardous waste may be exported 
from the United States only pursuant to a 
validated export license. The Secretary of 
Commerce may issue such a license.---

.. (A) only after consultation with the Sec
retary of State and the Administrator of the 
Environmental Protection Agency; and 

"( B) only if he is satisfied that the govern
ment of the importing country (i) has been 
fully informed about the proposed shipment 
and the hazards involved; and (ii) agrees to 
the shipment. 

"(3) The provisions of this subsection ap
ply to all exports of hazardous wastes includ
ing-

.. (.A) those destined for recycling, reproc
essing or treatment abroad; 

"(B) those destined for disposal abroad; 
" (C) those sold to governments or com

panies in other countries; and 
"(D) those for which United States com

panies, persons, or governmental agencies 
paid another country or company to recycle 
or dispose of the wastes.". 

REPORT 
SEc. 4. Section 14 of the Export Adminis

tration Act of 1979 is amended by adding at 
the end thereof the following: 

" (d) Report on Exports of Hazardous 
Wastes.-The Secretary of Commerce shall 
include in each annual report a list of

"(1) all hazardous wastes for which vali
dated export licenses are required; 

"(2) the number and type of applications 
received by the Department of Commerce for 
the export of hazardous wastes; and 

" ( 3) hazardous wastes for which export 
licenses, if any, were granted.".e 

By Mr. LEVIN: 
S. 623. A bill to amend chapter 7 of 

title 5, United States Code, relating to 
judicial review of agency action to allow 
appeals from interlocutory orders on the 
assignment or conduct of an administra
tive law judge, and for other purposes. 
JUDICIAL REVIEW OF CERTAIN INTERLOCUTORY 

ORDERS 

Mr. LEVIN. Mr. President, today I am 
reintroducing a bill to provide for ju
dicial review of interlocutory orders con
cerning the assignment or the conduct of 
an administrative law judge, if the 
party adversely affected by the order files 
an application for appeal within 10 days 
after the entry of the interlocutory 
order. 

Over 2 years ago, constituents of mine 
brought to my attention an incident 
which had occurred with regard to the 
Federal Trade Commission's case against 
the three ready-to-eat cereal companies. 
After having presided over the case for 
6 years, Administrative Law Judge Harry 
R. Hinkes informed officials at the FTC 
that he intended to retire. Rather than 
face the possibility of a retrial, the Com
mission agreed to enter into a contrac
tual arrangement with Administrative 
Law Judge Hinkes to continue hearing 
the case. 

When serious questions were raised 
about the circumstances surrounding the 
contractural employment of Mr. Hinkes 
by parties to the case, the former ad
ministrative law judge became "unavail
able" to hear the case and a new Admin
istrative Law Judge was appointed. The 
newly appointed Administrative Law 
Judge Berman took up the case where 
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former Administrative Law Judge Hinkes 
had left off and the FTC avoided a retrial. 

Because of my concern about the 
events surrounding the arrangement of 
Hinkes' contract &nd the possibility that 
the Administrative Procedures Act may 
have been violated, I sent a letter to the 
FTC requesting that an independent law 
judge be appointed to investigate the 
matter. Up until recently, the Commis
sion failed to recognize the need to ap
point someone outside of the agency to 
take a look at this problem. As a result, 
the case has progressed under a cloud of 
impropriety concerning the Hinkes mat
ter for over 2 years. On February 13, 1981, 
the Commission ordered that an inde
pendent law judge be appointed to under
take additional factfinding about the 
contract which was arranged with former 
Administrative Law Judge Hinkes. The 
FTC has not yet defined the scope of that 
inquiry, so I must withhold my total sup
port of it, but I do believe that it is a 
positive and long overdue step in the 
right direction. 

Mr. President, just days after the FTC 
issued its order, District Court Judge 
Gash dismissed the Kellogg Co.'s chal
lenge to the proprietv of the FTC's action 
in replacing Judge Hinkes without order
ing a rehearing and stated: 

Although plaintiff raises serious questions 
of statutory and constitutional violations, the 
Court concludes that it is without jurisdic
tion to hear plaintiff's complaint. Rather, 
such review is reserved for the Court of Ap
peals after the Commission has reached a 
final determination appealable under 15 
U.S.C. 45(c). 

Thus, while Judge Gash recognized 
that there were serious implications 
about the FTC's decision to appoint Ad
ministrative Law Judge Berman without 
ordering a rehearing, he was powerless 
to render a judgment because current 
case law-FTC against SOCAL-requires 
that there be a final agency action before 
the court can review the Hinkes matter. 

The bill I am reintroducing today ad
dresses this problem. Rather than allow
ing these cases to drag on for years when 
there are serious questions raised about 
the assignment or conduct of the admin
istrative law judge presiding over the 
case, my bill would provide a mechanism 
for review. Before the taxpayers and the 
parties involved had spent millions of 
dollars which may be for naught because 
the administrative law judge's decision 
would not be upheld in appeals anyWay, 
the court could review the interlocutory 
order. 

Mr. President, we are in a situation 
with regard to the cereals case where 
there is extreme doubt in the minds of 
many people who have followed the case 
and are familiar with the so-called 
Hinkes affair as to whether or not the 
contractural emoloyment of Hinkes and 
the FTC's subsequent decision not to 
order a retrial have so tainted the case 
against the cereal companies that any 
final deciston must be called into ques
tion. Mv bill would prevent situations like 
this--wh'ch I do not believe will happen 
frequently-from reoccurring. 

By Mr. LEVIN (for himself and 
Mr. COHEN): 

s. 624. A bill to amend the Internal 
Reve.nue Code of 1954 to require the Sec
retary of the Treasury to is.Sue a certifi
cate of release of a lien in certain cases, 
and for other purposes; to the Committee 
on Finance. 

LEGISLATION REGARDING INTERNAL REVENUE 
SERVI: E PROCEDURES 

Mr. LEVIN. Mr. President, on July 31, 
1980, I chaired a hearing which the 
Governmental Affairs Subcommittee on 
Oversight of Government Management 
held on Internal Revenue Service collec
tion practices and their impact on small 
business. 

The investigation began as a result of 
reports from small businesses of what 
appeared to be arbitrary, unnecessary, 
and heavyhanded IRS use of its broad 
lien, levy, and seizure authority to col
lect delinquent taxes. Similarly, a num
ber of IRS revenue officers had contacted 
the subcommittee with criticisms of in
ternal managerial pressure mandating 
arbitrary liens, levies, and seizures even 
though inappropriate and where the tax 
delinquency could have been better re
covered for the Treasury with less ar
bitrary and less harsh methods. 

One of the major subcommittee con
cerns was IRS' use of its lien and levy 
authority. The subcomm\tte found that 
liens imposed against taxpayer's property 
frequently remained on that property 
well after the delinquency was satisfied 
and well after the need for the lien ex
pired. Additionally, we found that some
times levies were issued against taxpayer 
bank accounts and receivables even 
where revenue officers had agreed to an 
installment pay plan, and the taxpayer 
was abiding by it. 

In fiscal ye&.r 1979, the IRS issued 
465.029 levies, and 371 ,337 liens. More re
cently, in fiscal year 1980, levies had risen 
to 610,942, a 31-percent increase, and 
liens had climbed to 445,285, up 20 per
cent over 1979. With the increased use of 
liens and levies, the concern for fairness 
in their application is even more pressing. 

As a result of the subcommittee's find
ings and the concerns raised, I am intro
ducing this bill, along with Senator 
CoHEN, who now chairs the subcommit
tee, which is designed to address two very 
specific problems which were brought to 
our attention during that hearing. 

One of these problems, as noted earlier, 
il'> that the IRS fails to :rrom9tly release 
liens on taxpayer's property once the tax 
delinquency has been fully paid. A lien 
on a taxpayer's assets ties up the prop
erty and destroys its usefulness as col
lateral for the individual or business to 
borrow against-even to pay the IRS. 
Currently, section 6325(a) of the Inter
nal Revenue Code authorizes the IRS to 
release liens when the liabiHty has been 
sat'sfied; however, that authority is en
tirely discretionary, and lacks any ref
erence to how soon the lien should be re
leased. Our biJl would amend that section 
by requiring the promnt release of liens 
where the liability has been paid. 

The second problem is that taxpayers 

who had their bank accounts or accounts 
receivable levied by the IRS received no 
notice of that levy from the IRS follow
ing the levy. A levy against a taxpayer 
can quickly strip a taxpayer of all cash 
flow reserve, and irrevocably damage his 
or her credit worthiness, particularly 
when the taxpayer is a small business. 
We propose to amend the code to require 
notice to the taxpayer promptly after the 
levy is made. 

The need for the proposed changes was 
well documented in the testimony and 
evidence heard and received at the hear
ing. Senator CoHEN's statement, which 
follows, aptly details the plight of two 
small businessmen who testified before 
us, and who had liens and levies placed 
against them. The significant financial 
consequences of a failure to release a lien 
or to notify a taxpayer of a levy are well 
illustrated in those two examples. 

The Congress has conferred powerful 
forcible collection powers on the IRS, in
cluding its authority to summarily lien, 
levy, or seize and sell taxpayer's property 
and rights to property. These powers play 
an important role in the IRS collection 
effort and are necessary to insure that 
taxpayers will not play fast and loose 
with the Federal tax system. However, 
when the use of these powers is abused or 
arbitrarily applied, then what was cre
ated as a necessary tool turns into a 
deadly weapon. 

The bUI we are introducing today is not 
intended to compromise or dimjnish the 
needed authority we have vested in the 
IRS. Rather, it simply attempts to shield 
taxoayers from the unnecessary drastic 
financial conseauences of a levy without 
subsequent notice, or a lien which the 
IRS fails to release when taxes are fully 
paid. 

Mr. President. I ask unanimous con
sent that the bill be printed in the REc
ORD. 

There being no obiection, the bill was 
ordered to be printed in the RECORD, as 
follows: · 

s. 624 
Be it e'tl.af!ted bu the Senflte and House of 

Revresentativ es of the United States of 
America in Congress assembled, 
SECTION 1. RELEASE OF CERTAIN TAX LIENS 

REQUIRED. 
(a) IN GENERAL.--subsection (a.) of sec

tion 6325 of the Internal Revenue Code of 
1954 (relating to release of lien or discharge 
of pro?erty) i~ amended by striking out "may 
issue" and inserting in lieu thereof "shall 
promptly issue". 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall apply with 
respect to any lien in effect on or after the 
date of the enactment of this Act. 
SEC. 2. NOTICE OF LEVY TO TAXPAYER IN THIRD 

PARTY CASES. 
(a) IN GENERAL.-Section 6331 of the In

ternal Revenue Code of 1954 (relating to levy 
and distraint) is amended by redesignating 
subsection (e) as !'Ubsection (f) and by in
serting after subsection (d) the following 
new subse~tion: 

"(e) NOTICE OF LEVY TO TAXPAYER.-In the 
c!l.Se of property held by a person other 
than the ta.xoayer (other than salary or 
wages described in subsection (d)), levy may 
be made under subsection (a) only if, at the 
same time notice of levy is sent to such 
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person, notice of levy is also sent to the 
taxpayer at the taxpayer's last known ad-
dress.". · 

(b) EFFEcriVE DATE.-The amendment 
made by subsection (a) shall apply to any 
levy made on or after the date of the en
actment of this Act. 

• Mr. COHEN. Mr. President, I am 
pleased to be a cosponsor of Senator 
LEVIN's legislation to provide needed 
safeguards for taxpayers affected by the 
Internal Revenue Service's debt collec
tion practices. 

This bill would insure that the IRS 
notifies the delinquent taxpayer when a 
lien or a levY is imposed on his property 
or a seizure has been made. It would also 
require the IRS to release promptly any 
liens as soon as the tax liability, interest, 
and penalties have been paid in full. 
Both of these requirements are reason
able safeguards and would not impose 
any onerous burden on the agency. 

In fact, I believe that most taxpayers 
would assume that, under its current 
procedures, the IRS already would be 
required to notify a taxpayer when seiz
ing his assets. Similarly, most taxpayers 
would expect that, once the delinquency 
and penalties had been repaid, the IRS 
would quickly release its claims on the 
taxpayer's property. However, hearings 
before the Senate Governmental Affairs 
Oversight Subcommittee demonstrated 
that neither procedure is consistently 
followed. 

Last year, the Oversight Subcommittee 
examined the IRS' debt collection prac
tices. The subcommittee heard from 
small businessmen and ms revenue of
ficers who indicated that the agency at 
times has abused its debt collection pow
ers. Testimony and documents obtained 
by the subcommittee showed that sev
eral field offices placed undue emphasis 
on seizing assets, in direct contrad:ction 

Senator LEVIN's legislation seeks to 
prevent these abuses from continuing by 
providing added protections for delin
quent taxpayers. 

The IRS has a clear obligation to pur
sue vigorously the collect:on of taxes 
owed the Federal Government. No one 
disputes that the agency should use the 
forceful powers it has been delegated to 
recover taxes in cases in which the de
linquency either was deliberate or the 
business has not made a good faith ef
fort to repay the outstanding debt. Nev
ertheless, the powerful procedures avail
able to the IRS, including the seizure of 
a business' assets, should be resorted to 
only after cooperative methods have 
failed and m~tigating circumstances have 
been fully considered. 

The United States is considered t9 
have the most effective tax system in the 
world because of its high degree of 
voluntary compliance. Nearly all Amer
ican businesses and individuals report 
their incomes honestly and pay their 
taxes promptly. But perhaps the true 
measure of a tax system is how it treats 
those who appear to violate its precepts. 
We will surely jeopardize the success 
of our system if we do not insure that 
the agency charged with administering 
it operates equitably and efficiently. 

In my judgment, this legislation will 
help insure fairer treatment of taxpay
ers who appear to be or are delinquent 
in their payments to the Federal Gov
ernment. The Government not only has 
an obligation to collect its debts, but also 
to treat its debtors fairly .e 

By Mr. DURENBERGER: 
S. 625. A bill to revise the boundary 

of Voyageurs National Park in the State 
of Minnesota, and for other purposes; 
to the Committee on Energy and Natural 
Resources. 

of stated IRS national policies. The con- voYAGEURs NATIONAL PARK 
sequences of these abuses fall particular- • Mr. DURENBERGER. Mr. President, 
ly heavily on small businesses, which may I am introducing a bill to amend the act 
be forced into bankruptcy because of of January 8, 1971, authorizing the es
hasty and unnecessary IRS seizures of tablishment of the Voyageurs National 
assets. Park and for other purposes. 

The subcommittee heard from small Legislation authorizing the establish-
businessmen from Maine and Mich~gan ment of Voyageurs National Park was 
who detailed their problems with the passed in January 1972. It was not until 
IRS. In the case of the Maine business- April 1975 that the park was officially es
man, the IRS seized thousands of dollars tablished by the Secretary of the Interi
from h~s business checking account with- or. Since that time, much has been ac
out notifying either the owner or man- complished. The Voyaguers Park master 
ager that it had done so. The bus'ness- plan has been adopted, all but 7,065 
man discovered the seizure only after he acres of the 133,622 l·and acres in the 
received a notice in the mail from his park have been acquired and alterna
bank. And this seizure occurred dec;pite tives for wilderness designation in the 
the fact that the IRS had previously park have been developed and are in 
agreed to a gradual repayment plan the public hearing phase. 
which the bus~nessman was meeting. Throughout this planning phase there 

The Michigan businessman told the has been extensive pulblic involvement. 
subcommittee of his difficulty in getting The Voyageurs National Park Associa
IRS to release its lien even after he had tion, established in 1963, provided lead
fully repaid the tax liability and result- ership in the park's formation and has 
ing penalties. • served as a broad-based membership 

Let me also emphasize that in both of citizens' organization which has been 
these cases. the tax delinquency resulted actively and effectively involved in 
from an embezzlement; neither business- Voyageurs Park issues to the present 
man was at fault. But the ms insensi- time. The State of Minnesota officially 
tively ignored the mitigating circum- created the Citizens Committee on 
stances, disregarded it own verbal Voyageurs National Park in 1975. This 
agreements with the taxpayers, and group has provided a forum for north
treated both businessmen harshly and ern local involvement as well as reflect-
unfairly. ing State concerns. 

In addition, extensive public meetings 
have been conducted throughout the 
State on park management issues. 

The future development of Voyageurs 
National Park looks bright and is in
sured if the public and the established 
groups with an interest in the park 
continue to be ·effectively involved. 

The bill I introduce today will carry 
out the recommendations arrived at in 
the master plan for the park. But more 
significantly, it will also resolve the 
points of controversy between northern 
Minnesota residents, the State of Min
nesota and the Department of the Inte
rior which have arisen during the plan
ning process. 

Since the establishment of Voyageurs 
Park in 1975, the National Park Service 
has banned hunting in the Black Bay 
area on the western border of the park 
in accordance with the Service's stand
ard prohibition on hunting in national 
parks. This has been the most serious 
controversy with area residents who have 
maintained that waterfowl hunting 
should not have been prohibited in Black 
Bay. 

This bill will provide for the transfer 
of 1,000 acres, primarily water of Black 
Bay, to the State of Minnesota and will 
establish this section as a State wildlife 
management area which will permit wa
terfowl hunting under State regulations. 

A second major problem has been in 
private land acquisition with a 1971 au
thorization too low for 1977-80 market 
values. This legislation would increase 
authorization from $26 million to $36.9 
million which reflects the current best 
estimate of the required amount for the 
6,572 acres which purchase will be from 
willing sellers except for selected par
cels designated for development of the 
park in the Voyageurs l~nd acquisition 
plan which is expected to be released 
shortly. Of land acquired since 1975 at 
Voyageurs, 66,442 acres have been pur
chased at a cost of $30 million, and 60,-
095 acres have been donated by the State 
of Minnesota or Federal agencies. Con
demnation has been used in only 34 
cases. 

The bill to revise the boundary of Voy
ageurs National Park and increase the 
authorizations for land acquisition cul
minates over a year of negotiations 
which began when the National Park 
Service announced its desire to negotiate 
with the State of Minnesota regarding 
Black Bay and State lands outside the 
park needed for park access and devel
opment. 

The bill represents the agreement 
reached by the Department of the Inte
rior and the State of Minnesota and is 
supported by the Governor of Minnesota, 
AI Quie, as well as the Department of the 
Interior. The overwhelming majority of 
the official State of Minnesota Citizens 
Advisory Committee of Voyageurs also 
approved the bill. 

The companion bill is being introduced 
in the House by Congressman OBERSTAR 
and has the support of Congressman 
VENTo and others in the Minnesota 
delegation. 

A magnificent national park, the 
establishment of Voyageurs is to the 
great credit of the Nation, my State of 
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Minnesota, and the people whose vision 
helped create the park. 

I am pleased to introduce a bill which 
I believe will help measurably to facil
tate the management and deve:opment 
of the park in the best interests of the 
publ!C 1t serves. 

The proposed legislation also includes 
the following provisions: 

First. The deletion from Voyageurs of 
782 acres in t he Neil Point , or Gold 
Shores, area on Rainy Lake. This area 
is no longer necessary for a park admin
istration building. The use of it would 
require substantial dredging of Rainy 
Lake, which the Park Service has deter
mined would be environmentally unac
ceptable, and considerable resident'al 
development in the area makes it incom
patible with the purposes of the park. 

The Park Service master plan for Voy
ageurs supports deletion of the Neil 
Point area and as an alternative thereto, 
recommends. 

Second. The addition to Voyageurs of 
180 acres of land and water at Black Bay 
Narrows for park development needs. 
The narrows site has been selected by 
the Park Service to provide the primary 
access site to the park, boat launching 
facilities , a ranger station, a visitor cen
ter, and a central maintenance facility, 
all of which cou~d and should be con
structed as early as fiscal year 1982. 

Third. The deletion of B~ack Bav from 
the park by the Eecretary of the Interior. 
subsequent to the following actions by 
t.he ~tate of Minnesota. 

DNR designation of the portion of 
Black Bay now in the park (1.000 acres) 
as a wildlife management area, permit
ting the hunting of ducks, and the devel
opment of a wildlife management plan 
for the entire Black Bay area. The State 
has agreed to develoo a management 
plan for the entire 5,500-acre area of 
Black Bay. to insure oot;mum manaqe
ment of it on a consistent basis. The 
agreement on Black Bav is with the un
derstanding that the State of Minnesota 
will maintain the wildlife management 
area in perpetuity. 

The State of Minnesota will grant and 
the National Park Service will acauire 
a perpetual easement on approximately 
120 acres of State land on the Sullivan 
Bay access road between the present park 
boundary and the Ash River Trail 
<county 765 ) . The easement would in
clude the present dirt road and a cor
ridor of 400 feet wide along the road. 
Easement would permit the National 
Park Service to realine and improve the 
road, which is seen as an access point to 
Voyageurs. National Park Service finan
cial assistance in upgrading this road 
has long been sought by local officials. 
The 400-foot strip will insure the park 
visitors a scenic view, shielded from po
tential logging sites in that area. 

The State of M;nnesota will grant and 
the National Park Service will acquire a 
lease of 18.45 acres of land at the Kabe
togama forestry station on the western 
boundary of the park. This will permit 
the .Nation~I. .Park Service to develop 
park,ne; facibt•es and other serv;ce'> for 
~ark visitors. Like the Ash River and Sul
livan Bay areas, Kabetogama is seen as 

an access point for visitors to the park, 
and a desirable area for National Park 
Service facilities. 

One final major management decision 
is not covered in this bill-possible 
wilderness designation in the park. '!hat 
decision is in the public review process. 

However, with exception of possible 
wilderness designation, I see this bill as 
the end, not the beginning, of legislative 
solutions to controversies in Voyageurs 
National Park. 

In the ongoing management of Voy
ageurs, I strongly urge the National Park 
Service to closely consult and seek advice 
from the Voyageurs National Park Asso
ciation, the Citizens Committee on Voy
ageurs National Park, and the more re
cently formed Voyageurs National Park 
Coalition. 

I strongly recommend the passage of 
this bill to the Senate as a major step 
toward the development of what we in 
Minnesota consider the finest national 
park in the country. 

I ask unanimous consent that the bill 
be printed in the RECORD. 

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

s. 625 

Be it enacted by the Senate and House of 
Representatives of the United States of 
Ameri ca in Congress assembled, That the 
Act entitled, "An Act to authorize the es
t ablishment of the Voyageurs National Park 
in the State of Minnesota, and for other 
purposes", approved January 8, 1971 (84 
Stat. 1971) , is amended as follows: 

(1) By redesignating "SEc. 102." as "SEc. 
102 (a)". and inserting the following new 
subsection after subsection (a) of section 
102: 

"(b) (1) In addition to such revisions a.s 
the Secretary may make in the boundaries 
of the park from time to time pursuant to 
other provisions of law, the Secretary is 
specifically authorized in the manner pro
vided in subsection (a)-

"(A) to delete approximately 782 acres in 
the Neil Point area of the park; 

" (B) to add approximately 180 acres in the 
Black Bay Narrows area of the park; 

" (C) to add approximately 18.45 acres 
owned by the State of Minnesota at the 
Kabetogama Forestry Station; 

"(D) to add approximately 120 acres 
owned by the State of Minnesota, being a 
strip of land through that portion of section 
1, township 68 north, range 20 west, fourth 
principal meridian, which is parallel to and 
400 feet on both sides of the un1mprovea 
road extending northward from the Ash 
River Trail as such road crosses said section; 
and 

" (E) to delete approximately 1,000 acres at 
Black Bay. 

" ( 2) The boundary revisions specified in 
subparagraphs (C) , (D) , and (E) of para
graph ( 1) shall, notwithstanding anything 
to the contrary contained in this Act or any 
other law, become effective only upon (i) 
the tender of a conveyance to the United 
States, by such instrument and in such 
manner a.s are satisfactory to the Secretary, 
including but not limited to lease or ea...coe
ment, by the State of Minnesota of the lands 
or interests therein described in subpara
grauhs (C) and (D) for purposes of the 
park; (ii) the establishment by the State of 
Minnesota of a wildlife management area in 
the area authori7ed to be deleted from the 
park bv subparagraoh (E), and (111) agree
ment of the State of Minnesota, incorporated 
in a plan, to manage State lands riparian to 

Black Bay to preserve the natural character 
of the area so as to complement to the fullest 
extent possible the management of the park. 

" ( 3) At such time as the deletion referred 
to in subparagraph (E) of paragraph (1) 
becomes eifective, the Secretary is further 
authorized to convey to the State of Minne
sota all right , title, and interest of the United 
States in and to property acquired for the 
park from the State within t he area deleted 
pursuant to subparagraph (E)." . 

(2) By redesignating "SEc. 401." as "SEc. 
401. (a )" and inserting the following new 
subsection after subsection (a) of section 
401. 

" (b) In addition to such sums as may have 
been appropriated for the acquisition of 
property prior to the effective date of this 
subsection, there is authorized to be appro
priated for that purpose not to exceed 
$10,995,000.". 

( 3) The Secretary is directed to study 
existing road access to the park and to report 
to Congress on the impact of park-related 
use of those roads and to report specific 
recommendations on improvements neces
sary to insure adequate road access to the 
park. The Secretary is directed to report 
within one year of the date of enactment of 
t his section to the Committee on Interior 
and Insular Affairs of the House of Repre
sentatives and to the Committee on Energy 
and Natural Resources of the Senate.e 

By Mr. MOYNIHAN: 
S. 626. A bill to the Internal Revenue 

Code with respect to offsett;ng positions 
in personal property. and for other pur
poses; to the Committee on Finance. 

COMMODrrY STRADDLES TAX ACT OF 1981 

Mr. MOYNIHAN. Mr. President, the 
legislation I am introducing today would 
crack down on a popular tax-shelter de
vice known as the commodity straddle. 

The bill has two parts. 
Part one su~;gests general rules that, if 

enacted. would insure that straddles are 
not used in future to avoid taxes. 

Part two contains specific rules; these 
are aimed at the more imaginative strad
dles that the Internal Revenue Service 
has discovered in recent years . One needs 
soecific rules for these straddles because 
the general rules would be inadequate. 

The bill has a May 5, 1981, effective 
date. I have chosen that date because 
I still regard the measure as a discussion 
draft; I invite anyone who w;shes to 
comment on it. I suspect it will be late 
Aoril or early May before I have a bill 
that I can say with confidence is the best 
that can be written. 

Straddles pose a difficult challenge. 
They are a tax shelter that works almost 
too well. It is almost too easy to defer 
paying taxes by us:ng straddles. It is 
almost too easy to convert income that 
would be taxed at 70 percent into long
term capital gain, taxed at 28 percent. 

Consequently, straddles represent a 
serious tax equity problem. They are a 
threat to the integrity of the Federal tax 
system. 

Straddles are also an economic effi
ciency problem. They cause capital to be 
diverted to the commodities markets 
from other sectors. This capital is in
vested unproducttvely. Straddles cause a 
tremendous waste of human capital: 
Hundreds of lawyers and brokers are 
needed to package and market them. 

I do not know what the cost to the 
economy is. I know it is large. I know 
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that the Government will lose $1.3 billion 
from straddles in fiscal year 1982, and 
that without action by Congress, the 
losses in 1983 and in later years will be 
greater. 

Any legislation must take account ot 
these problems. 

At the same time, the legislation must 
acknowledge that straddles are some
times used by investors who merely want 
to make a profit. And when used in this 
fashion, they are perfectly legitimate. 
Indeed, they serve a valuable economic 
purpose by promoting liquidity in the 
commodities markets. 

The difficult question is, How does one 
devise rules that prevent straddles from 
being used as tax shelters, but that per
mit their use in other circumstances? 

The bill I propose would set out the 
following principles. In general, an in
dividual would be unable to deduct his 
loss from a straddle until he has been 
out of the straddle for 30 days. The bill 
calls this period covering the straddle 
plus 30 days the balanced period. 

To illustrate, suppose an investor has 
two futures contracts, one to buy and 
one to sell a commodity. He disposes of 
one of the contracts at a loss, but keeps 
the other; 30 days later, the investor may 
deduct the loss. 

However, if he enters into a new fu
tures contract that tends to offset the 
remaining contract--and he does so dur
ing the 30 days-then the loss may not 
be deducted. The investor is still in a 
straddle. The balanced period has not 
ended. 

The bill would also suspend the hold
ing period for capital gains during the 
balanced period. This is to prevent con
version of short-term gain into long
term gain. 

Ordinarily, a futures contract to sell 
a commodity will produce a long-term 
gain if it is held for more than 6 months. 
But under the bill, the 6 months would 
not run from the time the investor enters 
into a straddle until he has been out of 
the straddle for 30 days. 

The new rules would apply to strad
dles in commodities, debt instruments, 
and personal property, but not in corpo
rate stock. 

Only straddles involving what the bill 
calls offsetting positions would be af
fected. An offsetting position is a strad
dle in which the contracts tend substan
tially to diminish the taxpayer's risk of 
loss. There is a conclusive presumption 
that certain types of straddles meet this 
test-like straddles in silver, gold, and 
Treasury-bill futures. 

Those are the general principles. 
The bill also proposes a set of specific 

rules. I won't go into them at the mo
ment, except to say that they deal with 
such matters as cash-and-carry trans
actions, the 30-day rule for securities 
dealers, and the sale-or-exchange re
quirement for capital assets. 

Each of these rules is discussed in de
tail in a paper entitled "Treasury Pro
posal for Tax Treatment of Commodi
ties Straddles and Related Trans
actions." 

Finally, let me read briefly from a let
ter I received last month from my friend 
Clayton Yeutter. Dr. Yeutter is now 

president of the Chicago Mercantile Ex
change: 

v.:e share Treasury's desires to eliminate 
indefensible tax avoidance schemes, whether 
the vehicle be straddles or any other device. 

The letter says: 
But we ought not to do so by destroying 

liquidity in futures markets .... I believe 
we can reach a mutually accommodative 
legislative conclusion on this issue in 1981 
if we all diligently work at it. It is important 
that we get it -done this year because of the 
litigation that is developing. There is no 
point in either the IRS or taxpayers spend
ing a lot of money on tax lawyers, and no 
point in adding this additional load to an 
overburdened court system, when the solu
tion is clearly a legislative one. 

I agree with these sentiments entirely. 
The point is to get the discussions under
way. No one is helped by delay and 
procrastination. 

Mr. President, I ask unanimous con
sent that the text of the bill and a copy 
of the "Treasury Proposal for the Tax 
Treatment of Commodities Straddles 
and Related Transactions" be printed in 
the RECORD. 

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

s. 626 
Be it enacted by the Senate and House 

of Representatives of the United States of 
America in Congress assembled, 
SECTION 1. SHORT TITLE, ETC. 

(a) SHORT TITLE.-This Act may be cited 
as the "Commodity Straddles Tax Act of 
1981". 

(b) AMENDMENTS TO 1954 CODE.-Except as 
otherwise expressly provided, whenever in 
this Act an amendment or repeal is expressed 
in terms of an amendment to, or repeal of, 
a section or other provision, the reference 
shall be considered to be made to a section 
of other provision of the Internal Revenue 
Code of 1954. 
SEC. 2. NONDEDUCTmiLITY OF CERTAIN LOSSES 

IN CONNECTION WITH OFFSETTING 
POSITIONS IN PERSONAL PROPERTY. 

(a) IN GENERAL.-Part VII of Fubchapter 
0 of chapter 1 (relating to wash sales of 
stock or securities) is amended by adding 
at the end thereof the following new 
section: 
"SEC. 1092. OFFSETTING POSITIONS IN PERSONAL 

PROPERTY. 
"(a) IN GENERAL.-In the case of any 

offsettin~ position in personal property
"(1) that portion of any loss-
"(A) which is incurred in connection 

with the sale or exchange of any position 
held as part of such offsetting position, and 

"(B) which exceeds any gain recognized 
in connection with the sale or exchange of 
any other position held as part of such 
offsetting position, 
shall be treated as incurred as of the close 
of the balanced per1od; and 

" ( 2) the holding period (as determined 
under section 1223) of any position held as 
part of any offsetting position shall not 
include any portion of the balanced period 
with respect to the position. 

"(b) OFFSETTING POSITIONS.-For purposes 
of this section-

.. ( 1) IN GENERAL.-A taxpayer holds an 
offsetting position in personal property if 
the taxpayer holds 1 or more positions witm. 
respect to personal property which sub
stantially diminishes the taxpayer's risk of 
loss with respect to 1 or more other posi
tions held with respect to personal property 
(whether or not of the same kind). 

"(2) CERTAIN POSITIONS TREATED AS OFF
SETTING.-

"(A) IN GENERAL.-Except as provided in 
subparagraphs (B) and (C), 2 or more posi
tions shall, for purposes of paragraph (1), 
be treated as offsetting if such positions in
clude substantially equivalent long and 
short positions and-

"(i) such positions are in the same com
modity (whether or not in the same physical 
form), 

"(11) the aggregate margin requirement 
for such positions (determined on the ex
change where traded or otherwise) is less 
than that of the sum of the margin require
ments for each such position held separately. 

"(111) such positions are in debt instru
ments, or 

"(iv) such positions are determined, under 
regulations prescribed by the Secretary, to 
be offsetting. 

"(B) STANDARD DEVIATION.-No position 
shall be treated as offsetting under subpara
graph (A) (iv) unless the standard devia
tion of the change in price of 1 or more posi
tions held as part of the offsetting position 
has been at least 5 times the standard devia
tion of the change in price of the offsetting 
position taken as a whole during any 2-year 
period occurring during the immediately 
preceding 5-year period. 

"(C) SATISFACTION OF SECRETARY.-NO posi• 
tion shall be treated as offsetting under sub
paragraph (A) (111) or (iv) 1! the taxpayer 
establishes to the satisfaction of the Secre
tary that such position is not offsetting. 

" (C) OTHER DEFINITIONS AND SPECIAL 
RuLEs.-For purposes this section-

" ( 1) BALANCED PERIOD.-The term 'balanced 
period' includes, with respect to any posi
tion-

"(A) any period during which such posi
tion is part of any offsetting position, and 

"(B) the 30-day period after the day on 
which such position (or any successor posi
tion) ceases to be offsetting. 

"(2) PERSONAL PROPERTY.-The term 'per-
sonal property' means

"(A) commodities, 
"(B) evidences of indebtedness, and 
" (C) any other type of personal property 

(other than stock in a corporation). 
"(3) PosiTION.-The term 'position' means 

an interest (including a futures contact or 
option) in personal property. Any personal 
property acquired by the taxpayer pursuant 
to a futures contract, option, or other in
terest shall be treated in the same manner 
as a position in such personal property. 

"(4) LONG POSITION.-The term 'long posi
tion' means a position which increases in 
value when the personal property to which 
it relates increases in value. Such term in
cludes the holding of personal property, or 
of a futures contract or option to buy per
sonal property at a fixed price, which so 
increases in value. 

" ( 5) SHORT POSITION .-The term 'short 
position' means a position that decreases in 
value when the personal property to which 
it relates increases in value. Such term in
cludes the selling of personal property s:'iort, 
or the holding of a futures contract or op-tion 
to sell personal property at a fixed price 
which so decreases in value. 

"(6) DEBT INSTRUMENT.-The term 'debt 
instrument' means any interest bearing obli
gation. 

"(7) ATTRmUTION.-In determining wheth
er any positions are offsetting, the principles 
of section 318 shall apply, except that-

.. (A) in determining constructive owner
ship in the case of the members or an indi
vidual's family, only such individual, such 
individual's spouse, and a child of such in
dividual who has not attained the age of 18 
shall be taken into account. 

"(B) constructive ownership from a cor
poration to a person, or from a persc~ to 



3674 CONGRESSIONAL RECORD-SENATE March 5, 1981 

a corporation, partnership, trust, or estate, 
shall be determined only if-

"(i) there is at least an SO-percent inter
est (determined after the app•ication of the 
family attribution rules) held by, or in, such 
person, or 

" ( ii) in the case of a trust, the trust is a 
trust to which subpart E of part I of sub
chapter J applies; and 

"(C) in the case of a passthrough entity, 
constructive ownership shall be determined 
under paragraph (8). 

"(B) TREATMENT OF PASSTHROUGH 
ENTITIES.-

"(A) IN GENERAL.-In determining whether 
any positions are offsetting, a person having 
an ownership interest in any passthrough 
entity shall be treated as owning a pro rata 
share of the personal property, or of any po
sition in personal property of such entity 
equal to the person's pro rata share of the 
ownership interest. 

"(B) PASSTHROUGH ENTITY DEFINED.-For 
purposes of subparagraph (A), the term 
'passthrough entity' means-

" (i) a regulated investment company, 
"(ii) a real estate investment trust, 
" (iii) an electing small business corpora-

tion, 
"(iv) a partnership, 
"(v) an estate or trust, or 
"(vi) a common trust fund.". 
(b) TECHNICAL AND CONFORMING AMEND

MENTS.-
( 1) The table of sections for such part VJI 

is amended by adding at the end thereof the 
following new item: 
"Sec. 1092. Offsetting positions in personal 

property.". 
(2) (A) The heading for suoh part VII is 

amended to read as follows: 
"PART VII-WASH SALES; OFFSETTING 

POSITIONS" 
(B) The table of parts for subchapter 0 of 

chapter 1 is amended by striking out the 
item relating to part VII and inserting in 
lieu thereof the following: 

"PART VII. WASH SALES; OFFSETTING 
POSITIONS." 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall apply to offsetting 
positions established after May 5, 1981, in 
taxable years ending after that date. 
SEC. 3. CAPITALIZATION OF CERTAIN CARRYING 

CHARGES 
(a) IN GENERAL.-Part IX of subchapter B 

of chapter 1 (relating to items not deduct
ible) is amended by adding at the end 
thereof tlhe following new section: 
"SEC. 280E. CERTAIN EXPENDITURES RELATING 

TO PROPERTY IN AN OFFSETTING 
POSITION. 

"(a) IN GENERAL.-Anv amount-
" ( 1) which would be allowable as a deduc

tion but !or the provisions of this section 
"(2) which is allocable to personal proper~ 

ty (other than an option or a futures con
tract) which is part of an offsettin!!' oosition 
within the meaning of section (1092 (b)), 
and 

"(3) which is allocable to the balanced 
period (within the meaning of section 1092 
(c) ( 1) ) with respect to such personal 
property, 

shall be charged to capital account. 
"(b) CERTAIN AMOUNTS INCLUDED.-For 

purposes of subsection (a)-
.. ( 1 ) Interest on indebtedness incurred or 

continued to purchase or carry personal 
pro'Oerty, and 

"(2) any storage or insurance costs with 
respect to personal property, 

shall be treated as allocable to such personal 
pr~erty.". 

(b) CoNFORMrNG Alii'ENDMENT.-The t-ab'e 
of section for such part IX is amended by 
~ding at the end thereof the following new 
Item: 

"SEc. 280E. Certain expenditures relating to 
property i'll an offsetting posi
tion.". 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall apply to expendi
tures made after May o. 1~81, in taxable 
years ending after that date. 
SEC. 4. CERTAIN GOVERNMENT OBLIGATIONS 

TREATED AS CAPITAL ASSETS 
(a) IN GENERAL.-8ection 1221 (defining 

capital asset) is amended-
(1) by inserting "or" at the end of para

graph (4). 
(:.!) by striking out paragraph (5); and 
(3) by redesignating paragraph (6) as 

paragraph ( 5). 
(b) CON FOaMING AMENDMENTS.-
(!) Subparagraph (B) of section 341(c) (2) 

(relating to determining total assets of a 
collapsible corporation) is amended by strik
ing out "(and governmental obligations de
scr. bed in section 1221 ( 5) ) ". 

(2) Subparagraph (D) of section 1231 (b) 
(1) (defining property used in trade or busi
ness) is amended by striking out "paragraph 
( 6) " and inserting in lieu thereof "paragraph 
(5) ". 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall apply to obliga
tions issued after May 5, 1981. 
SEC. 5. DEALERS IN SECURITIES. 

(a.) 30-DAY REQUIREMENT.-Subsection (a.) 
of section 1236 (relating to dealers in secur
ities is amended by striking out "30th" each 
place it appears. 

(b) CLEAR IDENTIFICATION REQUIREMENT.
Section 1236 is amended by adding a.t the end 
thereof the following new subsection: 

"(d) CLEAR IDENTIFICATION IN CASE OF 
OFFSETTING POSITIONS.-For purposes of SUb
section (a), no security which is part of an 
offsetting position (as defined in section 1092 
(b)) shall be treated as clearly identified in 
the dealer's records a.s a. security held for in
vestment unless all securities which are part 
of the offsetting position have been identi
fied in accordance with such subsection.". 

(c) EFFECTIVE DATE.-The amendment 
made by this section shall apply to securities 
acquired after May 5, 1981, in taxable years 
ending after that date. 
SECTION 6. SALE OR ExCHANGE. 

(a) IN GENERAL.-Bection 7701(a) (relat
ing to definitions) is amended by adding at 
the end thereof the following new para
graph: 

(38) SALE OR EXCHANGE.-The term 'sale or 
exchange' when used with reference to any 
capital asset means any disposition of such 
asset.". 

(b) EFFECTIVE DATE.-The amendment 
made by this section shall apply to any 
disposition after May 5, 1981. 

TREASURY PROPOSAL FOR TAX TREATMENT OF 
COMMODITIES STRADDLES AND RELATED 
TRANSACTIONS 

PART A: COMMODITIES STRADDLES 
I. Present Law: 
Taxpayers are now engaged in a variety of 

transactions involving commodities in the 
expectation that they will defer reporting 
income until some future years and that 
they will convert short term capital gain 
(taxable at a maximum 70 percent rate) to 
long term capital gain (taxable at a maxi
mum 28 percent rate) .• 

*For purposes of illustrating the transac
tions which may be undertaken by taxpayers 
(in Part A and the other Parts), it is as
sumed that these taxpayers will successfully 
maintain that they are entitled to the bene
fits claimed. The Internal Revenue Service 
has begun to litigate these issues in the 
courts. This litigation is proceeding on the 
basis of several theories any one of which, if 
succeO'sful, would deny the taxpayers the 
favorable tax consequences they claim. Be-

These transactions typically involve a bal
anced position in commodities: a contract 
to purchase a given quantity of a commod
ity in some future month (a "long") and a 
contract to sell the same quantity of the 
identical commodity in some other future 
month (a "short"). The offsetting contracts 
generally cover the identical commodity 
(e.g., March silver (silver to be delivered in 
March) and September silver) but often can 
involve the same commodity in a physically 
altered form (e.g., soybeans and soy beau 
meal) or two or more commodities whose 
price movements are highly correlated (e.g., 
gold and silver) . 

The balanced position described above is 
known as a "straddle." In a straddle, the 
taxpayer's risk is not measured by a price 
change in the underlying commodity, but 
rather is a function of a change in the price 
relationship between different delivery 
months. Where the relationship between de
livery months is strictly a function of carry
ing costs, the taxpayer's risk in such a posi
tion is minimal. 

The ideal commodity in which to place a 
straddle shows significant price volatility, 
but produces very little variation in the 
price spread between delivery months. The 
taxpayer who enters a straddle in such a. 
commodity waits for the expected price 
movement in the underlying commodity 
(either up or down) , sells , (or "lifts") the 
loss leg, and claims the full amount of the 
loss on that leg for tax purposes. In order 
to maintain the same minimal risk position, 
the tax?ayer will immediately purchase a 
position identical to the one just sold (long 
or short, as the case may be) in the same 
commodity but in a different delivery month. 

For example, a taxP,ayer, in 1980, could 
be long July 1981 and short September 1981 
silver. If the taxpayer experiences a loss in 
his July 1981 position which meets his re
quirements for a 1980 tax loss, he can sell 
that position and buy January 1982 silver. 
He is still in a straddle (long January, short 
September) and can dispose of both legs in 
the next tax year, yet he will claim a loss in 
1980, for tax purposes, attributable to the 
sale of the July 1981 leg. 

The Internal Revenue Service has ruled 
that a loss in a silver straddle, analogous 
to the loss attributable to the July 1981 leg 
in the above example, is not a deductible 
loss for income tax purposes. The purpose 
of this transaction was to claim losses, for 
federal income tax purposes, which far ex
ceeded the expected magnitude of any real 
economic losses. Moreover, the taxpayer in 
that ruling had no reasonable expectation of 
deriving an economic profit from the trans
action. The Service has applied a similar 
analysis in the case of losses claimed with re
spect to straddles placed in other commodi
ties. See e .g. , Rev. Rul. 78-414, 1978-2 C.B. 
213 (the conclusion in Rev. Rul. 77-185 is 
equally applicable to a "spread," .or strad
dle , in futures contracts covering Treasury 
bills). 

II. Reasons for Change: 
In these transactions, the taxpayer recog

nizes approximately equal amounts of gain 
and loss. The ob:ect of the transaction, how
ever, is to recognize the loss currently, in 
order to offset it against other income, and 
to postpone the recognition of the related 
gain until a later year. There is no im
pediment to achieving an indefinite defer
ral of a gain through the use of a series of 
transactions each year. Such a result is un
conscionable. The magnitude of the tax loss 
claimed in the first year substantially ex
ceeds the economic risk inherent to the 
straddle position. 

cause of the length of time that it will take 
to achieve a judicial resolution of these is
sues to a degree which will prevent tax
payers from claiming the benefits on their 
returns, this legislative solution is being pur
sued. 
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Assume, for example, the taxpayer A had a 
$500,000 short term capital gain from real 
estate in 1978 and that A is subject to tax 
at a 70 percent rate. A's tax on this amount 
would have been $350,000 (70 percent of 
$500,000). A, however, entered into the fol
lowing transaction to defer the payment of 
the tax. · 

Date, and transaction: 
October 31, 1978, buy: 200 contracts (5,000 

ounces per contract) for Mar. 80 silver at 
$6.9020 per ounce. Sell: 200 contracts (5,000 
ounces per contract) for Jan. 80 silver at 
$6.8060 per ounce. 

The above transaction will be executed as a 
"straddle," that is, the taxpayer will purchase 
a. Mar. 80--Ja.n. 80 straddle at $.0960 per 
ounce ($6.9020-6.8060). The stated price for 
the straddle represents the spread between 
contract months. Because the taxpayer's risk 
in a. straddle is a function of a. narrowing (or 
widening) of this spread, rather than a. move 
in the underlying silver price, the margin 
required tor this position is minimal. (In 
fact, at times in the past certain exchanges 
did not require that any margin be posted 
for a. silver straddle.) By November 9, the 
price of the March 80 silver contract is 
$6.3870 per ounce. At thwt time, the taxpayer 
will enter into the following transaction: 

Date, and transaction: 
November 9, 1978, buy: 200 contracts for 

May 80 silver at $6.4850 per oun:e. Sell: 200 
contracts for Mar. 80 silver at $6.3870 per 
ounce (closing A's position in Mar. 80 silver). 

January 2, 1979, buy: 200 corutracts for Jan. 
80 silver at $6.4950 per ounce (closing A's 
position in January 1980 silver acquired on 
October 31, 1978). Sell: 200 contracts for May 
80 silver at $6.4850 per ounce (clcslng A's 
position in May 1980 silver acquired on 
October 9, 1978). 

The taxpayer In the above transaction will 
report a. loss of $.5150 per ounce upon closing 
the long position In the Mar. 80 silver 
contract. Because A sold 200 contracts, at 
5,000 ounces each, A will claim an aggregate 
short-term capital loss of $515,000 upon liq
uidating the loss leg and use it to offset the 
real estate gain in 1978. At the same time, 
however, A has an unrealized gain of $.5180 
per ounce on the other half of the straddle, 
the Jan. 80 position, amounting to $518,000 
in total. 

Thus, at the time that A claims a. short 
term capital loss of $515,000 In 1978, A's 
aggregate economic gain from the transac
tion is $3,000, before commissions (loss of 
$515,000, unrealized gain of $518,000). 

Shortly after the beginning of the next 
taxable year, A closed out his balance position 
in silver. A will realize a. short term capital 
gain upon lifting the Jan. 80 position equal 
to $311,000 and another short term capital 
gain on the opposite side (May 80 silver) of 
the balanced position, established on No
vember 9, 1978, of $201,000. A's total gain in 
1979 is $512,000. As the example illustrates, 
A has protected the unrealized gain on No
vember 7 by entering into a new balanced 
position. 

Although a price movement after Novem
ber 9 eroded some part of the unrealized 
gain in the Jan. 80 leg, it produced a. corre
sponding unrealized gain in the May 80 leg. 

Taxpayer A used the straddle transaction 
simply to defer, or "roll over" a $500,000 gain 
from 1978 to 1979. The benefit to A from the 
deferral can be viewed as a. tax free loan from 
the government in an amount equal to the 
tax that would otherwise be due. 

If A were to invest the amount of the de
ferred taxes (approximately $350,000) in tax 
exempt bonds yielding 7 percent, the benefit 
of the one year deferral to A would be ap
proximately $25,000. A's real economic loss 
from this transaction was only $3,000 (loss 
in 1978, $515,000; aggregate gain In 1979 
$512,000 ($201,000+$311,000)) plus commis~ 
slons. 

In addition to deferring taxes, the straddle 

can be used to convert short term capital 
gain into long term capital gain. In order to 
accomplish this, the leg of the straddle con
taining the unrealized gain must be the long 
leg. A short position (i.e., a contract requir
Ing the holder to make delivery) wlll always 
produce short term capital gain or loss. If 
an appreciated long position is held for six 
months and thereafter sold at a gain, how
ever, the resulting gain will be long term. 

Having a net short term capital gain of 
$500,000 from a securities transaction in 1978, 
B enters into the following transactions in 
1978 and 1979: 

Date and transaction: 
October 20, 1978, buy: 200 contracts for 

Mar. 80 silver at $6.5430 per ounce. Sell: 200 
contracts for Jan. 80 silver at $6.4490 per 
ounce. 

October 30, 1978, buy: 200 contracts for 
Jan. 80 silver at $6.9620 per ounce (closing 
out B's Jan. 80 position). Sell: 200 contracts 
for May 80 silver at $7.1570 per ounce. 

April 23, 1979, sell: 200 contracts for Mar. 
80 silver at $7.9690 per ounce (closing out 
B's position In March 1980 silver acquired 
October 20, 1978) . Buy: 200 contracts for 
May 80 silver at $8.0670 (closing out B's po
sition in May 80 silver acquired October 30, 
1979). 

As a consequence of the above transac
tions, B will report a $513,000 short term 
capital loss for 1978, attributable to closing 
his position in Jan. 80 silver at a loss of 
$.5130 per ounce on October 30, 1978. 

B, of course, has a corresponding gain 
($516,000) of approximately the same 
amount in the Mar. 80 position. 

B protected this gain by replacing the 
Jan. 80 short with a May 80 short on October 
30, 1978. B will report a long term gain In 
the following taxable year on closing the 
Mar. 80 contracts held from October 20, 1978 
to April 23, 1979, in the amount of $1,426,000. 

B will also report a short term capital loss 
from closing the May 80 position of $.9100 
per ounce, or $910,000. B's net gain from the 
April 23rd closing transactions is $516,000, 
which is almost the sa.me as the loss in the 
previous year ($513,000). 

Overall. B recognized a $3,000 economic 
gain from all of these straddles (gain of $1,-
426,00Q-losses of $513,000 and $910,000). B 
will have succeeded, however, not only in de
ferring taxes on approximately $500,000 of 
short term gain, but also in converting all 
of the short term capital gain, attributable 
to the securities transaction, to a long term 
capital gain. B's tax savings attributable to 
the conversion alone (assuming B is taxed 
at a. 70-percent rate in all years) is approxi
mately $201,000. 

This procedure is not confined to trading 
in silver or other precious metals. Com
modities with the greatest potential for 
a.ccomodating a. short term-long term con
version are those which are vola tile enough 
to produce a significant move in the value 
of a contract during a reasonably s'lort 
period, which have spreads which closely re
flect full carrying charges, with respect to 
which there is an expectation that the un
derlying price will move up over the next 
few months, and in which the futures 
market is liquid enough to produce good 
executions when needed. 

III. Explanatlon of the Proposal: 
A. Nonrecognition of the loss: Under the 

proposal, a taxpayer would not be permitted 
to recognize a loss, in excess of gains rec
ognized as part of the eame transaction, 
from a "balanced position" unless the tax
payer stayed out of the balanced position 
for at least 30 days. If the taxpayer remained 
unbalnnced for the 30 day oeriod, the loss 
would be treated as sustained, for tax pur
poses, on the first day following the close 
of the 30 day period. 

This rule would apply in the case of bal
anced positions in property. For these p-:.xr
poses, the term property would Include com-

moditles, debt instruments, currency, fu
tures contracts on commodities, currency or 
debt instruments, and forward contracts. 
but not stock. 

The term balance position would mean 
any position in property with respect to 
which :1. taxpayer's risk of loss is substan
tially diminished by reason of holding two 
or more positions in property. A conclusive 
presumption would apply to: 

( 1) Positions in the same commodity. 
whether in the physical commodity or :1. 

futures contract. 
(2) Positions with respect to the same 

commodity, but in a substantially altered 
form (e.g., silver and sliver coins; soybeans 
and soybean meal) . 

(3) Positions in commodities with respect 
to which the margin, required by any ex
change on which the commodity is traded 
(or otherwise), for entering into the bal
anced position, is less than the aggregate 
margin required for each of the positions 
held separately. 

(4) All positions In debt instruments and 
futures contracts for debt Instruments. 

( 5) All such positions as the Secretary may, 
by regulation, prescribe. In order to consti
tute a balanced position under this para
graph, the standard deviation of the change 
in price of part of the same or a. similar bal
anced position must have been at least 5 
times the standard deviation of the change 
in the price of the balanced posi tlon (or a. 
similar balanced position) over any two year 
portion of the immediately preceding 5 year 
period. 

The conclusive presumptions in (4) and 
( 5) will not apply in those cases where the 
taxpayer can establish to the satisfaction of 
the Secretary that the positions are not off
setting. 

B. Holding Period: Whenever a. taxpayer is 
in a balanced position, the holding period for 
any property that is part of the balanced 
position will be suspended for the period 
that the position is considered balanced 
under the bill. Accordingly, a balanced posi
tion may no longer be used as a vehicle for 
converting short-term capital gain into 
long-term capital gain. 

IV. Effective date: 
For all transactions in "property" entered 

into after December 31, 1980. 
PART B: CASH AND CARRY TRANSACTIONS 

I. Current Law: 
At present, taxpayers have been converting 

ordinary income (taxable at a maximum 
70 percent rate) into long-term capital gain 
(taxable at a maximum 28 percent rate) by 
entering into transactions following the 
format described below: 

Facts: A, an individual, would like to defer 
and convert approximately $11,500 of ordi
nary income: 

Date and transaction: 
May 1, 1980, buy: 5,000 ounces of silver at 

$20.00 per ounce. Sell: One, 5,000 ounces, 
contract for July 81 silver at $22.50 per 
ounce. 

During the period May 1, 1980 to July 1, 
1981, storage costs for the silver are estimated 
at $400, Insurance at $100, and interest on 
the Indebtedness Incurred to finance the 
purchase, $12,000 (an annual rate of approxi
mately 10.285 percent). The spread between 
the May 1, 1980 spot price for the silver and 
the July 81 futures price ($2.50/ounce) is a 
function of these three carrying costs.1 

1 The spread normally will not increase 
above the carrying costs, for if it did, Inves
tors would purchase the spot commodity and 
sell the futures contract. The spot could 
then be held and delivered against the fu
tures contract, and an economic profit real
ized. Arbitrageurs will enter the market to 
maintain tbe equilibrium relationship be
tween the spread and the carrying charges. 
See T . A. Hieronymous, Economics of Futures 
Trading 156 (2d ed. 1977). 
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From May 1, 1980 to June 1, 1981, T will 

pay and claim a current deduction for $11,600 
of expenses attributable to interest, storage 
and insurance. 

On June 1, 1981, T wlll enter into the fol
lowing transactions to close out this spread 
position: 

Date, transaction, and gain (loss) : June 1, 
1981, sell: 5,000 ounces of silver at $26.32 per 
ounce, $31,600. 

June 1, 1981, buy: One July 81 silver con
tract at $26.50 per ounce, ($20,000). Net 
gain from June 1, transactions, $11,600. 

ln such transactions, the taxpayer will 
claim that the cost of storage and insurance, 
as well as the interest, constitute current 
deductions. On the other hand, the short 
sale rules of section 1233 may not technically 
apply (the spot silver and the July 81 silver 
futures are not "substantially identical" ), 
so that the gain on the sale of the physical 
silver is reported as a long term capital gain. 
Thus, the cash and carry transaction gives 
taxpayers the opportunity to obtain both de
ferral and conversion, at a minimal economic 
risk. By selling the futures, the taxpayer has 
eliminated risk attributable to price moves 
in the underlying commodity. Even if silver 
prices were to decline substantially, the tax
payer could always deliver the silver to close 
out the futures contract, thereby realizing a 
"locked-in" gain. 

II. Reasons for Change: 
The taxpayer in the case described above 

has assured himself of being compensated 
for the market rate of interest at the time 
the spread is entered into, plus storage and 
insurance for carrying the commodities to 
the delivery date. Although the taxpayer 
bears the risk that these costs will increase 
so dramatically as to produce a loss, such an 
increase would have to be quite spectacular 
to produce an after tax loss after taking into 
account the claimed tax effects of the trans
action. In addition, the taxpayer may be able 
to "lock-in" the cost of the borrowings, gen
erally the major cost in these transactions, 
so as to substantially eliminate any risk that 
the carrying charges will rise dramatically. 

Assume that, on May 3, 1980, the interest 
cost to A 1n the transaction described above 
rose from 10.28o percent to 1!> percent andre
mained at 15 percent until July 1, 1981, at 
which time A delivered the silver against his 
obligation under the July 81 contract. As
sume further that A's income is taxed at a 
50 percent rate. Under the facts, A will pay 
interest at 15 percent on $100,000 for 14 
months ($17,500) plus storage and insur
ance of $500, for a total of $18,000. A wlll 
claim all of t his amount as a deduction 
against ordinary income, so that A's after 
tax cost of carrying the silver is $9,000. A 
will recognize a $12,500 gain when the silver 
is delivered against A's July 81 short posi
tion, the tax payable with respect to this 
gain will be $2,500 (20 percent x $12,500), 
and A's net proceeds wlll be $110,000. The 
result of this transaction is: net amount 
realized, $110,000 ($112,500-$2,500); net cost 
$109,000 ($100,000 plus $9,000). Thus, after 
tax A will realize a $1,000 gain although, 
pre-tax, A would report a $5,500 loss. 

The critical point to be made is that, by 
entering into the futures contract, A has 
assured himself of at least $12,500 as com
pensation for the cost of carrying the silver. 
Even if the spot market !or silver collapsed 
and interest rates rose dramatically A could 
always deliver the physical silver to liqui
date his futures position at a "locked in" 
gain. 

III. Explanation of the Proposal: 
Under the proposal, carrying costs (such 

as storage and insurance) and interest on 
indebtedness incurred or continued to pur
chase or carry any commodity, for any pe
riod during which the commodity is part of 
a balanced position, must be capitalized and 

added to the basis o! the physical com
modity. 

As applied to taxpayer A in the original 
transaction, this proposal would require A to 
capitalize, and add to the basis of the silver, 
all of his $11,600 of carrying costs. As a re
sult, A would be denied a current deduction 
for the $11,600 of costs attributable to carry
ing the silver from May 1, 1980 to June 1, 
1981. Further, when the silver was sold on 
June 1, 1980, A would realize only a $20,000 
gain (basiS=$111 ,600; amount realized = 
$131.6JO). Under the modification contained 
in Part A, this gain would be a short term 
capital gain. This gain would be offset by the 
$20,000 short term capital loss generated as 
part of the same transaction. 

IV. Effective Date: 
The rules requiring that the interest and 

carrying charges be capitalized, as outlined 
above, would apply to amounts paid or ac
crued after December 31, 1980. 
PART C: THE TAX TREATMENT OF TREASURY BILLS 

AND TREASURY BILL FUTURES CONTRACTS 

I. Current Law: 
Under current law, Treasury bills and other 

government obligations issued at a discount, 
and with a ft . ed maturity not exceeding one 
year, are expre.osly excluded from the defini
tion of a " capital asset" by section 1221 (5) . 
Thus, all gains and losses on the sale or ex
change of a Treasury bill are taxable as or
dinary income or loss. It is unnecessary to 
segregate the portion of the original issue dis
count accrued during the time the obligation 
is held from the gain or loss realized on the 
sale or other disposition of the obligation. 
Treas. Reg. section 1.1221-1 (e) . Further, no 
part of the discount at which that obliga
tion was originally sold accrues as income 
until the date on which it is paid at ma
turity, sold, or otherwise disposed of. Sec
tion 454(b). 

IL Reasons for Change: 
In Rev. Rul. 78-414, 1978-2 C.B. 213, the 

Internal Revenue Service ruled that a com
modity futures contract for the delivery of 
a Treasury blll , not acquired as a legitimate 
"hedge" or for sale to customers in the ordi
to "roll-over" (i.e., defer) amounts of ordi
nary income by taxpayers using the typ1cal 
trading strategy outlined in Part A. Instead, 
using a variation of the straddle transaction 
nary course of the purchaser 's business, was 
a capital asset. Accordingly, gain or loss rec
ognized on its sale or exchange constitutes 
capital gain or loss. Thus, commodity futures 
contracts for Treasury bllls can not be used 
which involves taking or making physical de
livery of the Treasury bill, taxna:vers ha·•e 
used Treasury bill futures contracts in an 
attempt both to defer amounts of ordinary 
income and to convert that income to short 
term or long-term capital gain. One form of 
this trading strategy is outlined below. 

Assume that A enters into a Treasury bill 
futures straddle as follows: 

Date and transaction : 
October 31 , 1980, buy: 1 contract for de

livery of a Treasury blll ($1,000,000 face 
amount, 90 day bill) . in December 1980 at 
87.17. Sell: 1 contract for delivery of a Treas
ury bill in January 1981 at 87.48. 

On December 17 (the last trading day for 
t he December contract), the price of the 
December 80 Treasury bill futures contract 
opened at 83.39 and the price of the January 
81 T bill futures contract opened at 83 .98. On 
December 18. the taxpayer enters into the 
following transactions: 

Date and transaction : 
December 18, 1980, buy: 1 contract !or de

livery of a Treasury b111 in January 1981 at 
84.28 (closing out the January 81 short posi
tion). 

Futures settlement: (1) accepts delivery of 
$1 ,000,000 face amount, 91 day Treasury bill, 
and completes a total payment of $967,!66.39, 
according to the terms of the futures con
tract. 

(2) sells the $1,000,000 face amount, 91 
day Treasury bill, on the market at $959,-
151.11. 

The taxpayer wm claim an ordinary loss 
of $8,315.28 on the December 18. 1980 sale of 
the Treasury bill. The taxpayer aL'3o has a 
gain from closing the March 81 Treasury fu
tures position of $8,000 ($25 per basis point). 
This gain will be reported as short term 
capital gain. 

The taxpayer can engage in some other 
straddle, such as a silver straddle, to defer the 
recognition of the short term capital gain 
attrioutable to closing out the March 81 iu
tures position to a later taxable year and 
possibly to convert it to a long term gain. In 
addition, the taxpayer may be able to utll1ze 
capital loss carryovers that otherwise could 
not be used to offset ordinary income to offset 
the capital gain. 

III. Explanation of the Proposal: 
Under the proposal, Treasury bills would 

no longer be excluded from the definition 
of a "capital asset" and section 1221(5) 
would be repealed. The rule of section 454 
(b), that recognition of the discount earned 
for the period the obligation is held is de
ferred until the security is sold, redeemed 
or otherwise disposed of, would be retained. 
Gain or loss from the sale or exchange of 
a Treasury blll, or any other asset now de
scribed in section 1221(5), would be capital 
gain or loss, provided that the security was 
a capital asset in the hands of the taxpayer. 

Notwithstanding the repeal of section 1221 
( 5), a. person who sold, exchanged, redeemed 
or otherwise disposed of a Treasury bill 
would be required to take into account, as 
interest, that part of the discount on the 
bill which accrued during the period such 
person held the bill. This result follows from 
a substantial body of case law which, in the 
absence of section 1221 ( 5) , requires a tax
payer to include in income, as interest, the 
earned portion of original issue discount. 

IV. Effective Date: 
The repeal of section 1221 (5) would apply 

to all securities issued after December 31. 
1980. 
PART D: IDENTIFICATION AND SEGREGATION OF 

ASSETS HELD FOR INVESTMENT BY DEALERS IN 
SECURITIES 

I. Current Law: 
Under current law, gains and losses from 

property held primarily for sale to customers 
in the ordinary course of business are taxed 
as ordinary income or loss. Gains and losses 
from property held for investment, however, 
are taxed as capital gains and losses. The 
gains and losses of a person from the sale 
of property of a type held by that person 
primarily for sale are generally ordinary. 
Notwithstanding that stock or securities 
constitute property of a type held primarily 
for sale to customers, dealers in securities 
can follow special rules which permit them 
to identify and segregate certain of their 
assets as held for "investment." Gains and 
losses from these assets may be taxable as 
gains and losses from the sale of a capital 
asset . 

These rules provide that: 
( 1) gain from the sale or exchange of a 

security 1s not treated as gain from the sale 
or excnange of a capital asset unless the 
security was "clearly identified" on the deal
er's records as held for investment within 30 
days following the date of acquisition and 
was not, at any time following the expira
tion of that 30 day period, held by such 
dealer primarily for sale to customers in the 
ordinary course of business; 

( 2) a loss from the sale or exchange of 
securities held by a dealer is, generally, not 
an ordinary loss if, at any time, the security 
was "clearly identified" as a security held !or 
investment. 

For these purposes, the term "security" 
means any share of stock in any corporation, 
any certificate of stock or interest in any 
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corporation, any note, bond, debenture, or 
other evidence o! indebtedness, or any eVi
dence of an interest in, or right to subscribe 
to or purchase, any of the foregoing. The 
term "dealer in securities" is defined as a 
"merchant o! securities, whether an indiVid
ual, partnership or corporation, with an 
established place of business, regularly en
gaged in the purchase of securities and their 
resale to customers; that is, one who as a 
merchant buys securities and sells them to 
customers with a view of the gain and prof
its that may be derived therefrom." Treas. 
Reg. § 1.471-5. 

II. Reasons for Change: 
Partnerships are being organized, and in

terests in such partnerships sold to investors. 
which are designed to operate as "broker
dealers" and "market makers" with regard 
to a wide range of securities. It is claimed 
that these investmentt; provide ordinary 
losses equal to some multiple of the taxpay
ers' cash investment (e.g., 4:1), with income 
recognition, often at some later date, at long 
term capital gains rates. These broker dealer 
partnerships claim such losses and gains, in 
part, by taking a balanced position in secur
ities, waiting for a price movement to pro
duce a loss on one side and a gain on the 
other, and then identifying the loss side as 
inventory e.nd the gain side as investment. 
Although futures contracts on commodities 
and financial instruments are not within the 
definition of a "security" for purposes o! 
section 1236 (see section 1236(c)), it appears 
that taxpayers are claiming slmllar tax treat
ment on these gains and losses by e.nalogy 
to section 1236. These particular gains and 
losses are derived from transactions with re
spect to which there la, at most, a minimal 
economic risk. 

From an information processing and rec
ordkeeping point of view, the 30 day identi
fication period of current law is no longer 
needed. Most, if not all designations, can 
be made and recorded instantaneously. 

III. Explanation of the Proposal: 
Under the proposal, the 30 day period with

in which securities must be identified, for 
purposes of the special treatment provided in 
section 1236, would be shortened. In order 
for the gain from the sale or exchange of 
a security to qualify as capital gain, such 
security must have been identified as held 
for investment by the close of the day fol
lowing its date of acquisition. The require
ment that the security not be held for sale 
to customers at any time following the close 
of the identification period would be re
tained, as well as the rule regarding the 
treatment of securities sold at a loss. 

In addition, section 1236 would be amend
ed to provide explicitly that a security con
stituting part of a balanced position wlll 
receive the unfavorable treatment mandated 
by section 1236 (i.e., capital loss and ordi
nary income), unless all securities that are 
a part of the balanced position are identified 
as investment securities on the dealer's rec
ords under the rules of this section. This 
amendment simply clarifies the treatment of 
such securities under current law. 

IV. Effective Date: 
The new one day identification rule would 

apply with respect to securities acquired 
after December 31, 1980. 

PART E: SALE OR EXCHANGE REQUIREMENT 

I. Present Law: 
Straddle transactions are particularly 

troublesome when they can convert ordinary 
income into capital gain as well as defer
ring the income to a later year. Besides using 
the transactions in Treasury obligations, 
discussed above in Part C, some tax shelter 
promoters are relying on the need for an ac
tual "sale or exchange" in order to obtain 
capital treatment on the disposition of a 
capital asset. 

Although a taxpayer must normally rec
ognize gain or loss whenever there has been 
a "sale or other disposition of property," 
section 1001 (a), the definitions of capital 
gains and losses in section 1222 depend on 
there being a "sale or exchange" of a capital 
asset. The courts have interpreted this re
quirement in a way that allows certain 
assets to be disposed of in a manner that is 
not considered a "sale or exchange," thus 
yielding ordinary income or loss on such dis
positions. This result has been reached de
spite the fact that the cancellation was 
economically equivalent to a sale or ex
change of the contract. 

II. Reasons for Change: 
Because certain contracts may be viewed 

as having the potential to produce gain or 
loss that is either capital (when they are 
sold or exchanged) or ordinary (when they 
are cancelled or otherwise disposed of). cer
tain balanced positions are claimed to af
ford taxpayers the potential for creating 
capital gain or ordinary loss, thus effective
ly converting any income, including ordl· 
nary investment and salary income, into cap
ital '!ain. 

Asaume, !or example, that taxpayer A had 
$250,000 of salary and $250,000 of long-term 
capital loss from an investment in stock. 
Under normal tax rules , A cannot offset 
the ordinary income and the capital loss. 
Thus, A would normally be required to pay 
tax on the $250,000 of salary income, and 
would be allowed an offset for only a small 
part of the long-term capital loss. A, how
ever, enters into the following transaction 
to allow the ordinary income and capt tal loss 
to be offset in the same year. 

Date, transaction, and value: 
October 13, 1980: Enters into a contract 

$2,822,500 ("Forward contract") to purchase 
5,000,000 German marks at $.56450 per mark 
in March, 1981. Enters into a contract $2,-
850.500 ("Forward contract") to sell 5,000,-
000 German marks at $.57010 per mark tn 
June, 1981. 

The above transaction involves very little 
risk to A. By December 17, 1980, the price of 
March 1981 marks is $.5112 and the price of 
June 1981 marks is $.5188. A enters into the 
following transaction: 

Date and transaction: 
December 17, 1980: Assigns the contract 

right to sell 5,000,000 German marks at 
$.57010 per mark to the M Bank for $256,500. 
Cancels the contract to purchase 5,000,000 
German marks at $.56450 per mark upon pay
ment of $266,500 to the other party to the 
contract. 

The taxpayer in the above transaction will 
report an ordinary loss on the contract that 
was cancelled. This loss will equal the 
amount paid on cancellation. The taxpayer 
wlll report a net short-term capital gain 
on the contract to sell marks that was as
signed to M Bank on December 17. Thus, 
the transaction as a whole has been used 
to convert the $250,000 of ordinary income 
to a short term capital gain that can be 
netted against the taxpayer's long term capt
tal loss. 

III. Explanation of the Proposal: 
The requirement that there be a "sale or 

exchange" in order to obtain capital gain 
or loss on the disposition of a capital asset 
would be ellminated. 

IV. Etfective Date: 
For all sales or other dispositions of prop

erty occurring after December 31, 1980. 

By Mr. SASSER <for himself, Mr. 
RANDOLPH, Mr. ROBERT C. BYRD, 
and Mr. BAUCUS) : 

S. 630. A bill to revise loan guarantee 
provisions of the Airline Deregulation 
Act of 1978, and for other purposes; to 

the Committee on Commerce, Science, 
and Transportation. 
AIRLINE DEREGULATION ACT AMENDMENTS OF 

1981 

e Mr. SASSER. Mr. President, I rise to
day to introduce legislation that would 
amend the Airline Deregulation Act of 
1978. I am pleased to have my two dis
tinguished colleagues from West Vir
ginia, Senator RANDOLPH and Senator 
BYRD, and the distinguished Senator 
from Montana, Senator BAucus, join me 
today in introducing S. 630. The purpose 
of this bill is not to reintroduce regula
tion to the airline industry. Rather, it 
is an attempt to improve the quality of 
service to small and medium sized cities 
that have lost a significant amount o! 
air service since implementation of the 
1978 deregulation law. 

In many areas, deregulation has 
worked well. In others it has not. I do 
not believe that the lack of success in 
some areas is because deregulation is 
a bad idea; I believe it is because of tech
nical problems of deregulation in the 
airline industry. 

One of the facts of life in the airline 
industry is that a large aircraft is not 
used most efficiently on short runs be
tween smaller cities. The greatest 
amount of fuel on any fiight is used dur
ing takeoff and landing, therefore the 
longer a plane is at cruising altitude and 
speed the less fuel is consumed. For this 
reason, airlines that once served smaller 
cities and shorter routes have chosen 
to use their equipment elsewhere. 

While commuter airlines have filled 
some of the gap in service to these areas, 
they are not always able to meet the 
demands of the market. Unfortunately, 
domestic airlines do not have in service 
enough medium sized planes to service 
medium sized markets adequately. 

Section 2 (c) of this bill is directed to
ward encouraging the purchase of me
dium -sized planes. The Federal Govern
ment currently has a program adminis
tered by the Department of Transporta
tion that guarantees loans for the pur
chase of new aircraft and parts. The bill 
would direct the Secretary of Transpor
tation to give priority to loan guarantee 
applications for the purchase of medium
sized aircraft with passenger capacity for 
between 19 and 56 passengers. This would 
cover the bulk of the medium -sized air
craft now available. I might point out 
that these loan guarantees are very safe 
loans. No airline has ever defaulted on 
such a loan. 

In addition, authorization for the loan 
guarantee program is extended until 
1990. Under present law, the program 
expires in 1982. 

Section 2 <b> of this bill provides for 
continued oversight of fares after that 
duty is relinquished by the Civil Aero
nautics Board. Current law allows air
lines great flexibility in setting fares. 
That leeway would continue, but rather 
than having no oversight of fares after 
January 1983, the Secretary of Transpor
tation would be delegated the authority 
currently held by the CAB. The purpose 
of this section is to insure that passen
gers on routes served by only one carrier 
will not be subject to monopoly pricini'. 
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It is evident that since the inception 
of airline deregulation air carriers have 
made the decision to subsidize low fares 
on highly competitive routes with high 
fares on routes with little if any competi
tion. Those of us who fly frequently on 
low competition routes are well aware 
that ticket prices have risen more sharp
ly on these routes than on other routes. 

Indeed, I recently did some computa
tions on relative air fares and found that 
while it cost only about 6 cents a mile to 
fly from New York to Los Angeles, it now 
costs about 22 cents a mile to fly from 
Knoxville to Washington. Certainly, I 
expected a fare differential in these trips, 
but the nearly 4-to-1 differential amply 
shows the degree to which airline fares 
have escalated in our medium-sized mar
kets as a result of deregulation. 

I do not bel'eve that we should return 
to the time when airline rates were dic
tated by Government policy. I believe 
that present pricing flexibility depending 
mostly on market place influences is 
healthy. I do not necessarily agree with 
present corporate pricing strategies, but 
those decisions are rightly left to the air
lines. I do, however, feel that there must 
be some guarantee that thosP. who must 
fly low competition routes will not be sub
ject to unreasonable monopolistic pric
ing. 

Finally, section 2(e) of this bUl in
creases the amount of time airpart oper
ators have to find replacement service 
when an air carrier discontinues service 
between city pairs where they are served 
by only one carrier. Air carriers are cur
rently required to give 90 days notice. 
Under the provisions of this bill, air car
riers would be required to give 180 days 
notice. In my discussions with airport 
operators, I have become convinced that 
90 days is just not enough time to find 
new service. I believe that 180 days is a 
more reasonable amount of time for the 
operators and eWes to find replacement 
service that is often essential to a city. 

Mr. President, like most Senators I 
am h'"sitant to endorse any effort that 
would increase the amount of Govern
ment regulat!on of the private sector. 
The people of this country· clearly do not 
want us to take that direction. This bill 
carefully avoids reregulation of the air
line industry. 

There are many whose experiences 
with an unregulated airline industry 
have led them to call for substantial re
regulation. I agree that there are some 
problems that have resulted from quick 
changes in industry, primarily changes 
in the regulatory atmosphere. This bill 
is an attempt to rectify those problems 
with regulation. The three steps taken by 
this bill are needed to prove that dereg
ulation can work for all sectors of the 
commercial flying community. 

I am confident that S. 630 is a good 
vehicle for promoting congressional dis
cussion about the status of the Airline 
Deregulation Act. And it is my hope that 
as the Commerce Committee reviews S. 
630 they will take the opportunity to let 
interested parties come to the fore and 
provide the Commerce Committee with 
their assessments of their experience 
with the Airline Deregulation Act. 

Senators PACKWOOD and CANNON are to 
be commended for their substantial ef
forts in deregulating the airline indus
try. They helped shepherd landmark 
deregulation legislation through the 
Senate and the House in 1978. The law 
has worked well, but like any law it 
should be assessed from time to time as 
it is implemented. It is my hope that S. 
630 will contribute to the assessment of 
the many features of the Airline Dereg
ulation Act of 1978. 

Mr. President, I ask unanimous con
sent that the full text of S. 630 be 
printed in the RECORD. 

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

s. 630 
Be it enacted by the Senate and House of 

Repersentatives of the United States of 
America in Congress assembled, That this 
Act may be cited as the "Airline Deregulation 
Act Amendments of 1981". 

SEc. 2. (a) Section 1601 (a) (2) (B) and (D) 
of the Federal Aviation Act of 1958 1s re
pealed. 

(b) (1) Section 1601 (b) of such Act is 
amended by adding the following new para
graphs at the end thereof: 

"(3) The authority of the Board under sec
tion 1002(d)(1) and (d)(2), (e), (g), (h), 
and (i) of this Act is transferred to the Secre
tary of the Department of Transportation ef
fective January 1, 1983. 

" ( 4) The authority of the Board under sec
tion 401 (j) of this Act is transferred to the 
Secretary of the Department of Transporta
tion effective December 31, 1981.". 

(c) Section 3 of such Act is amended by 
adding the. following at the end thereof: "In 
considering applications for loan guarantees, 
the Secretary shall give priority to those 
qualified applicants who apply for such guar
antees for the purpose of purchasing aircraft 
with seating capacity for 25 to 55 passengers 
inclusive, and equipment for such planes. No 
less than two-thirds of the total amount of 
loans guaranteed for the purchase of aircraft 
shall be for the purchase of such limited 
seating planes.". 

(d) Section 8 of such Act is amended to 
read as follows: 

"SEc. 8. The authority of the Secretary un
der section 3 of this Act shall terminate 12 
years after the date of enactment of the Air
line Deregulation Act Amendments of 1981.". 

(e) (1) Section 401(j) (1) of such Act is 
amended by striking out "90 days" and sub
stituting "180 days". 

(2) Section 401 (j) (2) of such Act is 
amended by striking out "sixt'f' and substi
tuting "180".e 

By Mr. DECONCINI (for himself, 
Mr. MATSUNAGA, Mr. HEINZ, Mr. 
FORD, and Mr. INOUYE). 

S. 631. A bill to dismiss certain cases 
pending before the Education Appeal 
Board; to the Committee on Labor and 
Human Resources. 
DISMISSAL OF CASES PENDING BEFORE EDUCATION 

APPEAL BOARD 

e Mr. DECONCINI. Mr. President, Sen
ators MATSUNAG•, HEINZ, FORD, INOUYE, 
and I are introducing proposed legisla
tion that would dismiss certain cases 
pending before the Education Appeal 
Board. Upon enactment this bill would 
"dismiss all actions seeking repayment 
of funds provided to State or local 
agencies under title I of the Elementary 
and Secondary Education Act of 1965." 

In order for the repayment of funds to 
be dismissed the Department of Educa
tion's audit of the State or local agency 
must have been conducted prior to en
actment of the Education Amendments 
of 1978. 

Approximately 19 States have appeals 
pending before the Education Appeal 
Board, in the Department of Education. 
Of these 19 Sta.tes, approximately 16 
would receive relief from this proposal. 

There are several persuasive reasons 
for dism;ssing these audit proceedings. 
The most compelling reason, in my 
judgment, is that children in school to
day would in effect be paying for educa
tional programs that were provided to 
children years ago. For if school districts 
ultimately have to repay funds to the 
Federal Government reductions in ex
istin~ pro11rams would be required. 

The audit experience of State and 
local officials in Arizona is an example 
of the bureaucracy functioning in its 
least effective manner. Arizona's title I 
programs were audited by the Federal 
Government in the spring of 1970. The 
audit covered the period between Au
gust 10, 1965 and August 31, 1969. The 
audit report was made. available in Au
gust 1970, but a formal hearing has yet 
to be scheduled. In 1973, Arizona first 
requested a hearing before the audit 
heari.ng board, which was responsible for 
considering such appeals. Four years 
later, the Office of Education, claiming 
that the State had never requested a 
hearing, directed the State to do so and 
also demanded a detailed response to the 
audit report. A response was submitted, 
along with a request for information 
needed to provide a factual basis for cer
tain charges contained in the report. 
Additional reoll€sts for information were 
made by the State, but it did not receive 
a copy of the auditors' work papers until 
June of last year. 

Because of this bureaucratic bungling 
Arizona is placed in the position of dis
proving allegations concerning events 
that occurred 11 to 15 years ago. This 
situation is simply untenable because 
over the years records have been de
stroyed, witnesses have died or become 
unavailable, making it impossible in 
some cases to provide documentation for 
what actually happened. 

The Education Amendments of 1978 
established the Education Appeal Board. 
The purpose of the Board is to conduct 
audit appeal hearings. withholding hear
ings, and cease and desist hearings. The 
statute also requires certain procedures 
to be used during the appeals process. 
The Board and procedures were not leg
islatively authorized prior to enactment 
of the 1978 amendments. Perhaps Ari
zona would have been saved from bu
reaucratic procrastination had these 
provisions been in effect earlier. 

Not only have the procedures used for 
the Arizona audit been faulty, but the 
audit itself is of questionable validity. 
An affidavit from Cornelius Tierney, a 
partner in Arthur Young & Co. 
located in Wash;ngton, D.C., severely 
criticizes the auditing methods and some 
of the conclusions reached by the Federal 
auditors. 
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The resources being used by States and 

local school districts, combined with 
those being used by the Government to 
pursue these appeals, when aggregated 
may equal or exceed the funds in dispute. 
Thus, it seems prudent for the Govern
ment to dismiss those cases where audits 
occurred before 1978 and expend its re
sources for investigating more recent 
matters. 

Mr. President, ~ ask unanimous con
sent that the text of the bill be printed 
in the RECORD. 

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

s. 631 
Be it enactecL by the Senate ancL House 

of Representatives of the UnitecL States of 
America in Congress assembled,, That the 
Education Appeal Board (established by sec
tion 451 of the General Education Provisions 
Act as amended by the Education Amend
ments of 1978) shall dismiss all actions seek
ing the repayment of funds provided to State 
or local agencies under title I of the Elemen
tary and Secondary Education Act of 1965 
which are based on an audit or audits con
ducted prior to the date of enactment of the 
Education Amendments of 1978.e 

By Mr. McCLURE <for himself, 
Mr. SYMMS, Mr. WALLOP, and 
Mr. SIMPSON): 

S. 634. A bill to authorize the exchange 
of certain lands in Idaho and Wyoming; 
to the Committee on Energy and Natural 
Resources. 
EXCHANGE OF LANDS IN IDAHO AND WYOMING 

• Mr. McCLURE. Mr. President, today I 
am introducing legislation to provide for 
a land exchange between Richard Hen
dricks of Preston, Idaho, and the Secre
tary of Agriculture. Under the Federal 
Land Policy Management Act of 1976, 
the Secretary of Agriculture has the au
thority to exchange lands if the exchange 
occurs within the same State. In this 
instance, the land exchange proposed in
volves the States of Idaho and Wyom
ing. 

In the State of Idaho, Mr. Hendricks 
of Preston owns 5.9 acres and improve
ments consisting of a warehouse with 
office space and restroom facilities. The 
U.S. Forest Service is currently leasing 
this site for a YACC facility and acquisi
tion of this site through a land exchange 
would be an effective means of meeting 
U.S. Forest Service needs. In exchange 
for Mr. Hendricks' land and improve
ments, the U.S. Forest Service would con
vey approximately 81.78 acres of national 
forest land in Lincoln County, Wyo. 

This proposed land exchange has been 
under consideration for some time now 
and has involved the work of people on 
both the local level and Washington, D.C. 
level. During the closing days of the 96th 
Congress an official position by the 
Department of Agriculture-U.S. Forest 
Service was not obtained because of time 
constraints. However, there appears to be 
no opposition and I would therefore an
ticipate a favorable report from the De
partment as well as timely consideration 
and action by the Congress. 

Mr. President, I ask unanimous consent 
that the text of the legislation I am in
troducing be printed in the RECORD. 

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

s. 634 
Be it enacted by the Senate and House 

of Representatives of the United states of 
America in Congress assembled,, That, not
withstanding any other provision of law, 
the Secretary of Agriculture (hereinafter 
referred to as the "Secretary") is hereby 
authorized to exchange the parcel of land 
described in Sec. 2 ("Parcel A") currently 
owned by the United States, for the parcel 
of land described in Sec. 3 ("Parcel B") and 
any improvements thereon, currently owned 
by Richard Hendricks of Pre"ton, Idaho. 
Such exchange shall be made without addi
tional consideration and in lieu of receiving 
monetary payment. 

SEc. 2. For the purposes of this Act, Parcel 
A shall consist of the following described 
tract of land consisting of annroximately 
81.78 acres: T. 33 N., R. 119 W., 6th P.M., 
Lincoln County, Wyoming, sec. 14, SE~ 
NW~ and sw~ NE~, containing ap
proximately 80 acres, and T. 35 N. , R . 119 W., 
6th P.M., r .incoln County, Wyoming, sec. 28, 
beginning at the ~outhwest corner of lot 2, 
thence north 15 rods, thence east l 9 rods, 
thence south 15 rods. thence west 19 rods to 
the point of beginning. 

SEc. 3. For the purpose of this Act, Parcel 
B shall consist of the following described 
tract of land, consisting of approximately 5.9 
acres: That portion of the SE~SW~ of 
section 8, T. 9 S., R. 42 E., Boise Meridian, 
Caribou County, Idaho, beginning at the 
southeast corner of the SE~SW~ of Sec
tion 8, thence west 376 feet , more or less, to 
an intersection with the easterly right-of
way of the Oregon Shortllne Railroad, 
thence N. 7 10' F ., 131 feet to a point of 
spiral; thence northerly along a curve to the 
left, the said centerline of main track has a 
spiral angle of 3 30' with 6 x 38 foot chords, 
a distance of 232 feet to a point of spiral 
curve; thence along a curve to the left with 
a radius of 2010.1 feet a distance of 520 
feet; thence S. 87 22' E. a distance of 269 
feet, thence north 428 feet, more or less; 
thence east 30 fe~t.: th<>nce so11t.h along the 
east line of said SE~SW~ 1,320 feet, more 
or less, to the point of beginning. 

SEc. 4. Upon the conveyance of Parcel B 
and any improvements thereon from Richard 
Hendriclc's by warranty deed to the United 
States acting through the Secretary, the Sec
retary ls authorized and directed to convey 
by quitclaim deed, all right , title and inter
est of the United States in Parcel A to Rich
ard Hendricks; Provided, that the convey
ance of Parcel A shall be subject to valid 
existing rights of third parties and a reserva
tion by the United States of all mineral In
terests and of the existing rnad right of way 
in land section 14: and Provided further, 
that the conveyance of Parcel B to the United 
States may be subject to a reservation of all 
mineral interests therein to Richard Hen
dricks. 

SEc. 5. The lands acquired by the Secretary 
by this Act shall, upon acquisition, become 
part of the Caribou National Forec;t and shall 
be administered in accordance with the laws, 
rules and regulations applicable to the Na
tional Forest System.e 

By Mr. HEINZ: 
S. 635. A bill to effect certain reorga

ni">;ation of the Federal Government to 
strengthen Federal programs and pol
icies for combating international and 
domestic terrorism: to the Committee on 
Governmental Affairs. 

ANTITERRORISM ACT OF 1981 

Mr. HEINZ. Mr. President, I am today 
introducing legislation which would 
greatly improve the capability of the U.S. 
Government to halt the spread of terror
ism. While there have, fortunately, been 
no major new acts of international ter-

I 

rorism perpetrated within the past sev
eral months, there is every reason to be
lieve that there continue to exist orga
nizations and individuals who feel that 
terrorism is an appropriate method to 
advance their goals. It is important, 
therefore, that we act immediately to 
reinforce the capability of our Govern
ment to penalize those nations which act 
as sponsors, conduits, or catalysts for 
the spread of terrorism throughout the 
world, and the legislation I am sponsor
ing would, I believe, go a long way toward 
achieving this goal. 

Ml". President, this legislation would 
establish a number of procedures to as
sure that our Government can, when 
necessary, take appropriate actions to 
make the American public and the Con
gress aware of which nations are, in fact, 
supporting international terrorism. And, 
more importantly, it would give the 
President the authority to penalize such 
nations when appropriate. Let me add, 
however, that this legislation, even if en
acted, is not by itself a complete answer 
to the problem of international terror
ism; it is no substitute for a determined 
executive branch. What is required is 
nothing less than the complete develop
ment and implementation by this admin
istration of a comprehensive U.S. strat
egy to deal with international terrorism, 
and I call upon the Reagan administra
tion to go full speed ahead to make that 
policy a reality. We cannot afford to wait 
until the next terrorist incident is upon 
us before acting. 

Mr. President, this legislation is sub
stantially similar to legislation which 
was reported out of the Government Af
fairs Committee late last year. This legis
lation, which was a modified version of 
legislation I have cosponsored, and 
worked for passage of, for the past two 
Congresses, was largely the product of 
the efforts of Senators Ribicoff and 
Javits, and I most certainly want to 
acknowledge the great time and energy 
they put into the development of this 
legislation. 

It may be that, as my colleagues re
view this legislation they may have ideas 
for further modifications or improve
ments, and I would most certainly wel
come any thoughts they may have, so 
that we can develop the best legislation 
possible to deal with this most serious 
problem. Indeed, in the near future I ex
pect to have additional suggestions for 
improving this legislation. · 

Mr. President, why is legislation 
needed in this area? There are two prin
cipal reasons; first, terrorism, unfortu
nately, continues to persist and even 
grow as a modern international phe
nomenon; second, we in the Congress 
have not yet dealt with this issue as 
thoroughly as we should. Let me discuss 
these two points. 

On the first point, I really need not 
elaborate. The recent year-long ordeal 
of the American hostages in Iran is dra
matic evidence of the continuing preva
lence of terrorism in our world. Let us 
look at the full record for a moment. 

International terrorism is a wide
spread phenomenon. The rate and num
ber of incidents of nature demanding in
creasing attention from the media, gov
ernments, international terrorism is ris-
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ing. The nature of the attacks increas
ingly threatens the orderly functioning 
of international commercial and govern
ment operations. Further, the acts im
pact on public perceptions of the secu
rity of the individual and the ability of 
governments to protect citiZens, and 
government ttsen, 1rom terrorist actions. 

International terrorist attacks fall pri
marily into five major categories of ac
tivities: Assassinations, kidnapings, 
bombing attacks on and seizures of fa
cilities, and hijackings. According to a 
CIA report, between 1968 and 1979 there 
were 283 incidents of international ter
rorist assassinations resulting in the 
murder of 355 victims. In 1979, 587 peo
ple were killed by terrorist attacks. Ap
proximately 25 percent of these took 
place in Latin America and 38 percent 
took place in Western Europe. More 
than half of the assassinations in 1979 
took place in Western Europe <25 of 47). 
The predominant victims were law en
forcement officers <25 percent>, busi
nessmen (24 percent> , and diplomats 
(33 percent). Almost 80 percent of all 
terrorist assassination attempts result in 
the death of the intended victims. The 
trend in this category is an increase 
especially involving assassinations of 
Soviet and United States nationals. 

With regard to international terrorist 
kidnappings, there have been 347 kid
napping incidents and 133 were killed in 
these incidents in the same time frame: 
36 percent of these took place in Latin 
America; 15 percent in Africa; and 16 
percent in the Middle East. Fourteen per
cent of the victims were American busi
nessmen and 40 percent of all terrorist 
kidnapping victims were Americans. As 
a result of these kidnappings, 267 "po
litical prisoners" were released and, in 32 
percent of the incidents-where the data 
is available-$146 million was paid in 
ransom to meet the kidnappers' demands. 

The most frequent type of terrorist at
tack is bombing. Bombings account for 
nearly 40 percent of all terrorist opera
tions. There have been 1,947 significant 
international terrorist bombings result
ing in 1,010 deaths in the last 7 years; 19 
percent of these have occurred in West
ern Europe and nearly 16 percent in 
Latin America; 36 percent of the attacks 
were against corporate officials, and half 
of the attacks were against U.S. citizens 
or property. The trend in this category 
has been down since 1974. However, little 
comfort can be taken from this fact be
cause terrorist bombings are frequently 
conducted by relatively inexperienced 
terrorist groups which move to different 
types of activity as they become more 
sophisticated. 

There have been 290 incidents of at
tacks on and seizures of facilities between 
1968 and 1979 resulting in 358 killed, 332 
wounded and 664 hostages. Of these at
tacks, 52 percent occurred in Latin Amer
ica; .. 37 percent in Western Europe. Fa
cilities attacked included government 
o~?es, <1_7 percent>, banks <16 percent>, 
military mstallations (15 percent) and 
individual residences <7 percent) . :M~te
rial damage amounted to $31 ,300,000. 
On~ o~ ti:e most dramatic types of 

~error1st InCidents is an aircraft hijack
mg. Between January 1970 and Novem
ber 1977, there were 72 such incidents 

resulting in 37 hostage deaths, and 15 
hostage woundings, with 1,707 hostages 
eventually being released, 361 being res
cued and 18 escaped. The 13 attempted 
hijackings of U.S. air carriers in 1979 
were more than any other nation ex
perienced. However, none occurred be
cause of weapons penetrating the screen
ing system. The 14 foreign hijackings 
involved aircraft of 12 nations with hi
jackers boarding at 11 different airports. 

·Thus, the evidence of a persistent and 
serious threat of international terrorism 
is overwhelming. The question then 
arises-what, if anything can be done 
about it, and, more relevantly, what, if 
anything can the Congress of the United 
States do about it? 

First of all, Mr. President, there is no 
panacea for terrorism, and I know of no 
way consistent with civilized society to 
completely prevent the possibility of ter
rorist activity. Nonetheless, I am con
vinced that much can be done that is of 
both substantive and symbolic value in 
the fight against terrorism. Specifically, 
the bill I am introducing today is the 
product of many minds and many 
months of serious work. During that pe
riod of work, it became clear that there 
currently exist a number of gaps in our 
ability to deal with terrorism and terror
ists. Let me elaborate on these gaps. 

First, international law has not really 
succeeded in dealing with the problem of 
terrorism. Efforts by nations, including 
the United States, to formulate interna
tional legal obligations-via U.N. reso
lutions, resolutions of the International 
Civil Aviation Organization, et cetera
to control terrorism have been blocked 
by nations professing, not always sin
cerely, a concern for the right of self
determination and the right to extend 
political asylum. Most fundamentally, 
international law has nbt been success
ful because nations have generally not 
been willing to accept the imposition of 
sanctions against violators, nor to accept 
any other enforcement mechanisms. 

Second, under the Carter administra
tion, the executive branch did not ini
tially assign a high enough priority to 
U.S. policy for combating terrorism. To 
quote the report of the Governmental 
Affairs Committee, as recently as 2 years 
ago, 

The executive branch saw little significant 
threat of terrorism to t he Unit ed States. 

It was only after the Senate Commit
tee on Governmental Affairs began 
looking into this area that the executive 
branch responded by taking measures to 
establish a central coordinating point 
for d~aling with terrorism, and also 
established a program to review the 
security condition of foreign airports. 

The United States will not be able to 
?ombat the growing challenge of terror
Ism unless. the executive policymaking 
apparatus Is more effectively and force
fully utilized to define overall goals, to 
develop alternative initiatives in both 
bilateral and multilateral contexts and 
to better integrate the concerns and ob
jectives of antiterrorism policy into the 
~olicymaking functions of the geograph
Ical bureaus of the State Department. 

There is also an important need for 
periodic reassessments by Congress and 
the executive branch of both the extent 

l 

and sufficiency of our own preparedness 
and response capabilities, and the ac
tions and policies of other governments. 
Such reassessments. of course, should re
:ftect the totality of American interests, 
both political and economic, as well as 
our responsibility as one of the world's 
largest and most influential countries. 

Third, international civil aviation se
curity programs to protect air commerce 
against hijacking, sabotage. and related 
crimes are inadequate. During 1979, 
worldwide hijackings (27) went down 
only slightly, while hijackings originat
ing in the United States increased to the 
highest since stringent security measures 
were instituted at U.S. airports in Janu
ary 1973. In June 1979, the first success
ful hiJacking from the United States to 
Cuba in 4% years took place. 

In all, there were six hijackings from 
the United States to Cuba. two of which 
were successful. The inability to substan
tially reduce worldwide hijackings indi
cates that the hijacking threat persists 
and further improvements are necessary 
to assure universal application of effec
tive international security measures. 

Fourth, terrorist act.ivitv within many 
nations continues, and close operational 
interrelationships are continuing be
tween terrorist organizations in widely 
separated geographic areas of the world. 
The Central Intelligence Agency has 
confirmed the expanding nature of ter
rorist activity and the involvement of 
transitional terrorist groups based 
mainly in West Germany and Japan in 
increasing numbers of incidents where 
joint objectives and resources are being 
pursued. 

Mr. President, these are some of the 
important reasons we need this legisla
tion. Let me take a few moments to 
describe what this bill would do to 
remedy these problems. 

Under the bill, the President would be 
required by law to maintain an annual 
list of those countries which are found 
to aid or abet terrorism. We simply can
not tolerate foreign governments aiding 
international outlaws. If a nation sup
ports terrorists, the U.S. Government 
should publicize it and take steps to halt 
any American economic aid, military 
sales, trade and tourist travel to that 
country. Simply giving a nation "outlaw" 
status on a public list will be an effective 
sanction in itself against aiding terror
ists in the future. I suspect few Ameri
can tourists or corporations would feel 
comfortable doing business in that 
nation. 

The U.S. Government has several tools 
available to it to pressure foreign coun
tries against aiding terrorists. Under the 
legislation, the President could deny for
eign assistance aid, sales of defense ma
terials, export licenses for commodities 
of potential military application, and 
duty-free treatment under the Trade 
Act of 1974. 

The legislation would also require the 
Secretary of Transportation to periodi
cally inspect foreign airports for the ade
quacy of their security. Any foreign air
port which fails to correct a serious defi
ciency would be placed on a list and the 
American traveling public would be so 
notified. Far too often, the airline indus
try has become an easy target for terror
ists. Millions of American people travel 
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each year to foreign countries. They ex
pect security standards abroad to equal 
or surpass those found here in the United 
States. 

The bill will also require the President 
to report to Congress on terrorist acts 
which affect American lives or property. 
Congress will need this valuable infor
mation if it is to deal knowledgeably with 
the difiicult aspects of terrorism. 

The bill also gives strong direction to 
the executive branch to seek cooperation 
in the international arena in combating 
terrorism. Specifically, the legislation 
urges the President to negotiate with 
other nations for the creation of a per
manent international working group on 
terrorism, and to seek international ad
herence to The Hague, Montreal, and 
other conventions so that hijackers and 
terrorists will be severely penalized 
around the world. 

Finally, the bill takes the giant and 
very important step of completing U.S. 
adherence to the Montreal Convention 
by including in the United States Code 
strict penalties for terrorist acts on or 
near aircraft. These penalties, already 
adopted by most other nations partici
pating in the convention, cover aircraft 
sabotage and piracy, and conveying false 
information and threats. Including this 
language in the United States Code will 
go far toward signaling other countries 
we are determined to deal with terrorists 
in the United States in the strongest, 
most forceful way possible. 

Let me note at this point, Mr. Presi
dent, that this bill is certainly not a 
panacea; it will not end international 
terrorism, nor will it in any way guar
antee the proper response in each and 
every specific situation involving ter
rorism. Further, I certainly do not mean 
to assert that the actions called for in 
this legislation are the only, nor in every 
case, the most appropriate, means for 
dealing with a specific terrorist incident. 
For example, when a government, such 
as happened in Iran, is itself the perpe
trator of the terrorist act, the President 
must fashion a response which takes 
into account all kinds of foreign policy 
and national security factors, and it is 
possible that the responses envisioned 
in this bill would not be the most use
ful or appropriate. 

Mr. President, I should note that I 
am heartened by the apparent fact that 
the new administration will be making 
the elimination of terrorism one of its 
major foreign policy goals. While this 
legislation is needed, and will, I believe 
have a significant impact, there is no 
substitute for having an overall foreign 
policy which places a high priority on 
dealing with the sources of terrorism. 
In fact, it is all the more appropriate 
to pass such legislation in view of the 
new administration's position. and I look 
forward to working closely with the ad
ministration and developing a compre
hensive response to international ter
rorism. 

Mr. President, in closing, I think it 
would be approoriate to quote the words 
of now-retired Senator Ribicoff concern
ing the seriousness of the threat of ter
rorism. Senator Ribicoff said, in words 
as true now as they were 2 years ago: 

It is time to stem this tide and fight back. 
Terrorism is a real threat to our security, 
and to that of the entire world. 

American citizens, businesses, and Gov
ernment facilities continue to be the focus 
of many terrorist acts. So, our Federal gov
ernment must be organized, equipped, and 
prepared to deal effectively and quickly 
with future incidents. 

Millions of American people travel over
seas annually. So, we must insure their trip 
is a safe one and that security at foreign 
airports is acceptable and adequate. 

Terrorism strains normal relationships be
tween nations, and severely disrupts world 
security and peace. So, we must take the 
lead in working with the international com
munity to combat terrorism through coop
erative and ·mutual agreements. We must 
penalize those nations which support, aid, or 
finance terrorists' activities. 

When it comes to terrorism, we do not have 
time to spare. It troubles me deeply to think 
that this bill would become law only in re
sponse to a future tragic disaster caused by 
terrorists. I cannot think of a better way to 
express our "get tough" attitude toward ter
rorism than to enact this bill into law. 

We must act, before we have to react. 

I urge my colleagues to act promptly 
on legislation to strengthen the capa
bility of our Government to deal with 
terrorism. 

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. 635 

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

SECTION 1. This Act shall be Cited as "The 
Antiterrorism Act of 1981 ". 

STATEMENT OF FINDINGS AND PURPOSE 
SEc. 2 . (a) The Congress hereby findl3 

that-
( 1) innocent persons have been killed, in

jured, and victimized, human rights violated, 
property destroyed and damaged, and inter
national commerce obstructed as a result of 
terrorist acts; 

(2) such acts represent an intolerable at
tack against the fundamental right to life 
security of all peoples of the world; 

(3) such acts constitute a threat to the 
orderly and civ111zed functions of interna
tional and national communities; 

(4) certain nations exhibit a pattern of 
support for international terrorist acts; 

(5) certain international airports fail to 
maintain consistently effective security 
measures; and 

( 6) economic sanctions should be directed 
at countries which harbor, aid, abet, or assist 
terrorists. 

(b) It is therefore the purpose of the Act 
to-

(1) strengthen Federal capabilities in 
policy and planning, cobrdin81tion, intelll
gence, -and response capability and enlist the 
cooperation of all other nations and na
tional and international organizations in 
initiatives to counter terrorist acts more ef
fectively throughout the world, while safe
guarding democratic values; 

(2) promote appropriate action by the 
United States and other governments in 
order to combat international terrorism; and 

(3) provide public notice to persons travel
ing in international air commerce of deficient 
security programs and facll1ties at certain 
foreign airports. 

DEFINITIONS 
SEc. 3. (a) For purposes of this Act, the 

term "international teiTorlsm" includes any 

act which is intended to damage or threaten 
the interests of or obtain concessions from 
a state or an international organization and 
w'hich either-

(1) is an act-
(A) which is unlawful and results in the 

death of, bodily harm to, or the forcible dep
rivation of the liberty of any person or in 
the violent destruction of property, or is an 
attempt or credible threat to commit an act 
that would have such a result; and 

(B) which Is committed or takes effect (i) 
outside the territory of a state of which the 
offender is an national, or (11) outside the 
territory of the state against which the act 
is directed, or (111) within the territory of 
the state against which the act is directed 
and the offender knows or has reason to 
know that a person against whom the act is 
directed is not a national of that state, or 
(iv) within the territory of any state 1! the 
act is supported by another state (within the 
meaning of subsection (b) of this section), 
irrespective of the nationality of the offender; 
or 

( 2) is an act designated as-
( A) an offense under the Convention for 

the Suppression of Unlawful Seizure of Air
craft (done at The Hague, December 16, 
1970); 

(B) an offense under the Convention for 
the Suppression of Unlawful Acts Against 
the Safety of Civil Aviation (done at Mon
treal, September 23, 1971); or 

(C) a crime under the Convention on the 
Prevention and Punishment of Crimes 
Against Internationally Protected Persons, 
including diplomatic agents (adopted by the 
General Assembly of the United Nations at 
New York, December 14, 1973); 
but does not include acts (i) committed by 
the military forces of a state in the course of 
an armed confiict , or (11) committed by other 
conventional armed groups in the course of 
operations directed against essentially m111-
tary objectives. The exclusion contained in 
~lause (11) does not apply with respect to 
c1.n act the purpose of which ls to obtain, for 
actual or possible use as a weapon, any nu
clear material, equipment, or technology, or 
any weapon or substance whose use as a 
weapon of war is prohibited by international 
law. 

(b) For purposes of this Act, the term 
"state support of international terrorism" 
means any of the following acts which are 
committed deliberately by a state: 

( 1) Furnishing arms, explosives, or lethal 
substances to any individual, group , or orga
nization with the likelihood that they will 
be used in the commission of any act of inter
national terrorism; 

(2) Planning, directing, providing training 
for or assisting individuals or groups in the 
commission of any act of interna.tional ter
rorism; 

( 3) Providing direct financial support for 
the commission of any act of international 
terrorism; 

(4) Providing diplomatic facilities with in
tent to aid or abet the commission of any 
act of international terrorism; or 

( 5) Allowing the use of its territory as a 
s:1nctuary from extradition or prosecution for 
any act of international terrorism. 
REPORT ON ACTS OF INTERNATIONAL TERRORISM 

SEc. 4. (a) Six months after the date of 
enactment of this Act and each year there
after, the President shall transmit to the 
President pro tempore of the Senate and the 
Speaker of the House of Representatives a 
report on those incidents he determines to 
be acts of international terrorism pursuant 
to section 3 of this Act: Provided, however, 
That any such incident which affects or in
volves citizens or significant interests or 
property of the United States shall be re
ported to Congress not later than sixty days 
after the occurrence of such an incident. 

(b) With respect to any such incident 
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which affects or involves citizens or signifi
cant interests or property of the United 
States, and with respect to any major act 
of international terrorism, such reports shall 
include, but not be limited to, the following 
information: 

(1) a description of the incident and of 
the involvement and identity of each in
dividual , entity, group, or organization in
volved in such incident; 

(2) the identity of any government pro
viding state support !or such acts of interna
tional terrorism, and a statement setting 
forth the exact nature and extent of such 
government's involvement; 

(3) a description of the actions of any 
government which assisted in bringing about 
a positive termination of the incident; 

(4) a description of the response of the 
United States Government to such incident. 

(c) Nothing in this section is intended to 
require the public disclosure of information 
which is properly classified under criteria 
established by Executive order, or is other
wise protected by law. Such information 
shall be provided to the President pro 
tempore of the Senate and the Speaker of 
the House of Representatives in a written 
classified report. In such case, an unclassi
fied summary of such information shall be 
prepared and submitted to the President pro 
tempore of the Senate and the Speaker of 
the Hou se of Representatives. 

(d) Nothing in this section Is Intended 
to require disclosure of investigatory records 
compiled for law enforcement purposes spe
cifically protected by section 552(b) (7) of 
title 5, United States Code. 

LIST OF STATES SUPPORTING INTERNATIONAL 
TERRORISM 

SEC. 5. (a) Six months after the date of 
enactment of this Act and each year there
after, the President shall consider which, 1f 
any, states have demonstrated a pattern of 
support for acts of international terrorism. 
If the President determines that any states 
have so acted, he shall submit a list of states 
supporting international terrorism to the 
President pro tempore of the Senate and the 
Speaker of the House of Representatives, and 
set forth his reasons for listing any such 
states. The President may at any time add to 
any such list the name of any state support
ing international terrorism by transmitting 
the name of such state to the President pro 
tempore of the Senate and the Speaker of 
the House of Representatives together with 
his reasons for adding the name of such state 
to the list. If the President determines that 
no states have undertaken such acts, he shall 
report the same with a detailed explanation. 

(b) Such list shall also identify any states 
against which sanctions have been applied 
pursuant to section 6 of this Act, and any 
other initiatives of the United States with 
respect to such states. 

(c) Nothing in this section is intended to 
require the public disclosure of information 
which is properly classified under criteria 
established by Executive order, or is other
wise protected by law. Such information 
shall be provided to the President pro 
tempore of the Senate and the Speaker of the 
House of Representatives in a written clas
sified report. In such case, an unclassified 
summary of such information shall be pre
pared and submitted to the President pro 
tempore of the Senate and the Speaker of the 
House of Representatives. 

(d) Nothing In this section is intended to 
require disclosure of investigatory records 
compiled for law enforcement purposes 
specifically protected by section 552(b) (7) 
of title 5, United States Code. 

(e) (1) The list shall be reviewed periodi
cally by the President. The President may 
propose to Congress a request for removal of 
any state from the list. Such request shall 
be accompanied by the reasons therefor. 

(2) A state requested by the President to 
be deleted from the list shall be removed 

from the list thirty days after the submis
sion of that request to the Congress unless 
Congress by concurrent resolution disap
proves that request. 
PRESIDENTIAL AUTHORITY TO COMBAT INTER• 

NATIONAL TERRORIST ACTS 

SEc. 6. (a) When a foreign government is 
listed pursuant to section 5 of this Act, the 
President shall-

( 1) provide no assistance under the For
eign Assistance Act of 1961 , or 

(2) not authorize any sale , or extend any 
credit or guaranty, with respect to any de
fense article or service as defined by section 
47 of the Arms Export Control Act, or 

(3) approve no export license for the ex
port of commodities or technical data which 

· would enhance the mllitary potential of the 
foreign government or which would other
wise enhance its ab111ty to support acts of 
international terrorism under the Export 
Administration Act, or 

(4) extend no duty-free treat ment under 
title V of the Trade Act of 1974, or 

(5) permit no entry to the United States 
by nationals of such country, or foreign na
tionals sponsored by such country, for the 
purpose of acquiring or continuing training 
or education in nuclear sciences, or a subject 
having military applicabilit y, or 

(6) take such other actions as he deems 
necessary. 

(b) (1) If the President finds that the in
terests of national security so require, he 
may suspend t he applicability of all or any 
part of t he prohibitions listed in subsection 
(a) of this section in such case: Provided, 
That the President consults with the appro
priate committees of Congress prior to the 
suspension of such prohibit ions. He shall 
report his reasons therefor in writ ing in 
detail within 15 days of the suspension to 
the President pro tempore of t he Senate and 
the Speaker of t he House of Representatives 
and those prohibit ions shall not apply. 

(2) In det ermining which of the prohi
bitions in subsection (a ) of this section 
should be taken, t he President, in consulta
tion with Congress, shall consider. 

(A) the effect iveness of suspending any 
prohibition in inducing change in a coun
try 's policy or practice of supporting acts of 
international t errorism; 

(B ) the effect of such suspension on 
United States relations with ot her govern
ments; and 

(C) the effects of such suspension on ot her 
national interest s of the Unit ed Stat es. 

(c ) In devising initiatives to combat in t er
national terrorist actions and to reduce st at e 
support for such actions, t he President s':lall 
take such ot her measures available t o him as 
he deems appropriate; he shall take into 
account the effectiveness of specific sanc
tions in inducing change in a count r y's 
policy or practice of support ing act s of in
ternational terrorism; t he likely effect of 
sanctions on overall United States relations 
with such country or wit h ot her countries; 
and the effect such sanctions would have on 
other United States national interests . 

(d) The President shall take all appro
priate diplomatic measures consistent wit h 
international obligations to support the ef
fectiveness of actions taken pursuant to this 
authority in the accomplishment of the pur
poses of this Act. 

(e) The President shall promptly and fully 
inform the President pro tempore of the 
Senate and the Speaker of the House of 
Representatives of each exercise of authority 
granted under the Act. 

(f) Nothing in this section is intended to . 
require the public disclosure of information 
that is properly classified under criteria 
established by Executive order or is other
wise protected by law. Such information 
shall be provided to the President pro tem
pore of the Senate and to the Speaker of 
the House of Representatives in a written 

classified report. In such case, an unclassified 
summary of such information shall be pre
pared and submitted to the President pro 
tempore of the Senate and the Speaker of 
the House of Representatives. 
REPORT ON FEDERAL AND INTERNATIONAL CAPA• 

BILITIES TO COMBAT TERRORISM 

SEc. 7. (a) Not later than six months after 
the date of enactment of this Act, and 
thereafter at two-year intervals, the Presi
dent shall submit to the President pro 
tempore of the Senate and the Speaker of 
the House of Representatives a Report on 
Federal and International Capab111ties to 
Combat Terrorism. Such report shall include 
a comprehensive and specific review of Fed
eral antiterrorism organization, policies, and 
activities. It shall include a description and 
evaluation of the effectiveness of relevant 
Federal organizational structures, planning, 
coordination, including with State and local 
authorities, response capab111ty, intelligence 
gathering and analysis , assistance to and co
operation with United States business rep
resentatives abroad, and security prepared
ness and security adequacy of United States 
diplomatic and m111tary installations. Such 
report shall further include a statement and 
evaluation of all relevant Federal policies, 
including those with respect to responding 
to threats, and the management of a terrorist 
incident. The report shall contain an assess
ment of the capabllity and effectiveness of 
the International Civil Aviation Organiza
tion and other International programs and 
organizations to establish appropriate air
port security standards and combat terrorist 
activities. 

(b) Nothing in this section Is intended to 
require the public disclosure of Information 
which is properly classified under criteria 
established by Executive order, or Is other
wise protected by law. Such Information 
shall be provided to the President pro tem
pore of the Senate and the Speaker of the 
House of Representatives in a written classi
fied report. In such case, an unclassified 
summary of such information shall be pre
pared and submitted to the President pro 
tempore of the Senate and the Speaker of 
the House of Representatives. 

INFORMATION ON FOREIGN AIRPORT SECURITY 

SEc. 8. Section 1115 of the Federal Avia
tion Act of 1958 (49 U.S.C. 1515) relating to 
security standards in foreign air transporta
tion is amended to read as follows: 

"SECURITY STANDARDS IN FOREIGN AIR 
TRANSPORTATION 

"SEC. 1115. (a) The Secretary of Transpor
tation shall conduct at such intervals as the 
Secretary shall deem necessary an assessment 
of the effectiveness of the security measures 
maintained at those foreign airports serving 
United States carriers, those foreign airports 
from which foreign air carriers serve the 
United States, and at such other foreign air
ports as the Secretary may deem appropriate. 
Such assessments shall be made by the Sec
retary in consultation with the appropriate 
aeronautic authorities of the concerned for
eign government. The assessment shall deter
mine the extent to which an airport effec
tively maintains and administers security 
measures. The criteria ut111zed by the Secre
tary in assessing the effectiveness of security 
at United States airports shall be considered 
in making such assessments and shall be 
equal to or above the standards established 
pursuant to the Convention on International 
Civil Aviation. The assessment shall include 
consideration of specific security programs 
and techniques, including but not limited to, 
physical and personnel security programs 
and procedures, passenger security and bag
ga!<'e examination, the use of electronic, 
me~hanlcal or other detection devices, air
port police and security forces, and control 
of unauthorized access to the alroort aircraft, 
airport perimeter, passenger boarding, and 
cargo, storage, and handling areaa. 
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"(b) The report to the Congress required 

by section 315 of this Act shall contain: 
"(1) A summary of those assessments con

ducted pursuant to subsection (a) of this 
section. The summary shall identify the air
ports assessed and describe any significant 
deficiencies and ·actions taken or recom
mended. 

"(2) A description of the extent if any to 
which specific deficiencies previously identi
fied, if any, have been eliminated. 

" (c) When the Secretary finds that an air
port does not maintain and administer effec
tive security measures at the level of effec
tiveness specified in subsection (a) of this 
section, he shall notify the ·appropriate au
thorities of such foreign government of his 
finding, and recommend the steps neces
sary to bring the security measures in use at 
that airport to the acceptable level of effec
tiveness. 

"(d) (1) Not later than sixty days after 
the notification required in subsection (c) 
of this section and upon a determination by 
the Secretary that the foreign government 
has failed to bring the security measures at 
the identified airoort to the level of effective
ness specified in ·subsection (a) of this sec
tion. he-

"(A) shall publish In the Federal Register 
and cause to be posted and prominently dis
plaved at all United States airports ree-ularly 
serving scheduled air carrier operations the 
ident.lfication of such airoort: and 

" (B) after consultation with the appropri
ate aeronautical authorities of such govern
ment and, notwithstanding section 1102 of 
this Act, may. with the approval of the Secre
tary of State. withhold. revoke, or impose 
conditions on the ooeratin~ authority of any 
carrier or foreign air carrier to en!?age In for
eign alr transportation utllizing that airport. 

"(2) The Secretary shall promptly reoort 
to the Congress any action taken under this 
subsection setting forth Information con
cerning the attempts he bas made t o secure 
the cooperation of the nation ln attaining 
the acceotable level of effectiveness. 

"(e) Nothine- ln this section ls Intended to 
reo.ulre the public disclosure of Information 
that is properly classified under criteria 
established by Executive order or ls otherwise 
protected by law. Such information shall be 
provided to the President pro temoore of the 
Senate and to the Speaker of the House of 
Representatives In a written classified .report. 
In such case, an unclassified summary of 
such Information shall be prepared and sub
mitt-ed to the President pro tempore of the 
Senate and the Speaker of the House of 
Representatives.". 

AVIATION SECURITY ASSISTANCE TO FOREIGN 
GOVERNMENTS 

SEc. 9. (a) (1) The Secretary of Transoorta
tlon Is authorized to promote the achieve
ment of International aviation securitv by 
providing technical assistance concerning 
aviation security to foreign governments. 
Such technical assistance may include the 
conduct of surveys to analyze the level of 
avl81tion security in alroorts and the provi
sion of training ln aviation security to for
eign nationals. Such training In aviation 
security may be conducted either in the 
United States or in foreign nations. The 
Secretary may provide for the payment of 
subsistence and expenses for travel within 
the United States for foreign nationals re
celvln~ such aviation security training In the 
United States. 

(2) The Secretary may reantre a foreil."n 
government to reimburse the United States 
!or all, part, or none of the cost of nroviding 
the technical assistance authorized under 
paragraoh ( 1) . 

(b) There is authorized to be a""~Prooriated 
to carry out the nrovisions of this ~ubsec
tion an amount not to exceed $100,000 for 
each of the fiscal years 1982, 1983 and 1984. 
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POWER TO GRANT AUTHORITY TO ARREST AND 
CARRY WEAPONS 

SEc. 10. (a) Section 313 of the Federal 
Aviation Act of 1958, as amended (49 u.s.a. 
1354) , is amended by redesignating subsec
tion (e) as subsection (f) and by adding a 
new subsection: · 

"(e) Subject to such reasonable rules and 
regulations as he may prescribe, the Admin
istrator is empowered to authorize, in con
nection with the performance of their air 
transportation security duties, persons em
ployed by the Federal Aviation Administra
tion to carry firearms, and to make arrests 
under warrant for any offense committed 
against the laws of the United States, and 
wit hout warrant for any offense against the 
laws of the United States committed in 
their presence or for any felony cognizable 
under the laws of the United States if they 
have reasonable grounds to belie've that the 
person to be arrested has committed or is 
committing such a felony.". 

(b) The table of contents of the Federal 
Aviation Act of 1958, in the matter of sub
chapter III, chapter 20 of title 49, United 
States Code, section 1354, is amended by 
redesignating 

"(e) Annual report to President and Con
gress" 
to read 

"(e) Power to grant authority to arrest 
and carry weapons", 
and by adding a new designation, 

"(f) Annual report to President and Con
gress". 
PRIORITIES FOR NEGOTIATION OF INTERNATIONAL 

AGREEMENTS 

SEc. 11. (a) The President is hereby urged 
to seek international agreements to assure 
more effective international cooperation in 
combating terrorism. 

(b) High priority in the negotiation of 
such agreements should be given to agree
ments which include, but which need not be 
limited to the following: 

(1) establishment of a permanent inter
national working group, including subgroups 
on topics as may be appropriate, including 
but not limited to, law enforcement and 
terisis management, which would combat 
international terrorism by-

(A) promoting international cooperation 
among countries; 

(B) developing new methods, procedures, 
and standards to combat international ter
rorism; and 

(C) developing and Implementing rules 
for air service boycotts to countries support-
ing international terrorism; · 

(2) establishment of means to effect ob
servance of-

(A) the Convention for the Suppression 
of Unlawful Seizure of Aircraft (The Hague, 
December 16, 1970); 

(B) the Convention !or the Suppression 
of Unlawful Acts Against the Safety of Civil 
Aviation (Montreal, September 23, 1971); 
and 

(C) the Convention on the Prevention and 
Punishment of Crimes Against Jnternatlon
ally Protected Persons, Inclndin~ Diplomatic 
Agents (New York. December 14. 1973); 

(D) the Convention Against the Taking of 
Hostages (New York, December 17, 1979). 

IMPLEMENTATION OF MONTREAL CONVENTION 

SEc. 12. The President shall develoo stand
ards and programs to insure the full imple
mentation of the provisions of the Conven
tion for the Suppression of Unlawful Acts 
Against the Safety of Civil Aviation (Mon
treal, September 23, 1971) . 

AIRCRAFT SABOTAGE 

SEc. 13. (a) Section 31 of title 18, United 
St81tes Code. is a.mended-

(1) by striking out the words "Civil Aero-

.. 

nautics Act of 1938" and inserting in lieu the 
words "Federal Aviation Act of 1958"; 

(2) by striking "and" at the end of the 
third undesignated paragraph thereof; 

(3) by striking the periOd at the end 
thereof and inserting in lieu thereof";"; and 

(4) by adding at the end thereof the fol
lowing: 

"'In flight' means any time from the 
moment all the external doors of an aircraft 
are closed following embarkation until the 
moment when any such door is opened !or 
disembarkation. In the ca.s.e of a forced land
ing the flight shall be deemed to continue 
until competent authorities take over the 
responsibility for the aircraft and the per
sons and property aboard; and 

" 'In service' means any time from the be
ginning of preflight preparation of the air
craft by ground personnel or by the crew 
for a specific flight until twenty-four hours 
after any landing; the periOd of service shall, 
in any event, extend for the entire period 
during which the aircraft is in flight.". 

(b) Section 32, title 18, United States Code, 
is amended to read as follows: 

"Whoever willfully sets fire to, damages, 
destroys, disables, or interferes with the op
eration of, or makes unsuitable for use any 
civil aircraft used, operated, or eznployed in 
interstate, overseas, or foreign air commerce; 
or willfully pl81Ces a destructive substance 
in, upon, or in proximity to any such air
craft which is likely to damage, destroy, or 
disable any such aircraft, or any part or 
other material used, or intended to be used, 
in connection with the operation of such 
aircraft; or willfully sets fire to, damages, de
stroys, or disables any air navigation f81Cll
ity or interferes with the operation of such 
air navigation facility, if any such act is 
likely to endanger the safety of such air
craft in flight, or 

"Whoever, with the intent to damage. de
stroy, or disable any such aircraft, wlllfully 
sets fire to, damages, destroys, or disables or 
places a destructive substance in, upon, or In 
the proximity of any appliance or structure, 
ramp, landing area, property, machine, or 
apparatus, or any facility, or other material 
used, or intended to be used, in connection 
with the operation, maintenance, or loading 
or unloading or storage of any such aircraft 
or any cargo carried or intended to be carried 
on any such aircraft; or 

"Whoever willfully performs an act of vio
lence against or incapacitates any passenger 
or member of the crew of any such aircraft if 
Ruch !l.ct. of violence or incan:\citntlon i~ Hkely 
to endanger the safety of such aircraft in 
service; or 

"Whoever willfully communicates informa
tion. which he knows to be false. thereby en
danczering the safety of any such aircraft 
wblle in flight: or 

"Whoever wlJlfully att.emots to do any of 
the afore~!lict acts-!'h!tll he fined not more 
than $10,000 or imprisoned not more than 
twenty years, or both.". 

(c) (1) Chapter 2. title 18, United States 
Code, is amenr:!ed bv adding a new section 
after section 32 to read as follows: 
"§ 32A Offenses in violation of the Conven

tion for the Suporession of Unlaw
ful Acts Against the Safety o! Civil 
Aviation 

"(a) Whoever commits an offense as de
fined in subsection (b) against or on board 
an aircraft registered in a state other than 
the United States and is afterward found in 
this country-shall be fined not more than 
$10.000 or imprisoned not more than twenty 
years. or both. 

"(b) For purposes of this section a person 
commits an 'offense~ when he willfully-

.. ( 1) performs an act of violence against a 
person on board an aircraft in flight 1! that 
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act is Ukely to endanger the safety of that 
aircraft; or 

"(2) destroys an aircraft in service or 
causes damage to such an a ircraft which 
renders it incapable of flight or which is 
likely to endanger its safety in flight ; or 

" (3) places or causes to be placed on an 
aircraft in service, by any means whatsoever, 
a device or substance which is likely to de
stroy t hat aircraft , or to cause damage to it 
which renders it incapable of flight, or to 
cause damage t o it which is likely to endan
ger its safety in fligh t; or 

"(4) attempts t o commit, or is an ac
complice of a person who commits or at
t empts t o commit, an offense enumerated in 
t his subsection.". 

(2) The analysis of chapter 2 of ti t le 18 
of t he United States Code is amended by 
adding after item 
"32. Destruction of aircraft or aircraft facili
ties." 
t he following new item : 
"32A. Offenses in violation of the Convention 
for t he Suppression of Unlawful Acts Against 
t h e Safety of Civil Aviation." . 

(d ) Section 101 (34) of the Federal Avia
tion Act of 1958, as amended ( 49 U.S.C. 1301 
(34)), relating to the definition of the term 
"special aircraft jurisdiction of the United 
St at es ,"; is amended as follows: 

(1 ) by deleting the word "or" at the end 
or subsection (d) (i) ; 

(2 ) by deleting the word "and" at the end 
of subsection (d) (11) and inserting in lieu 
thereof the word "or"; and 

(3 ) by adding a new subsection (d) (i11 ) 
as follows: 

" (iii) regarding which an offense as de
fined in subsection (d ) or (e) of article I , 
sectiO'Il I of the (Montreal) Convention for 
t he Suppression of Unlawful Acts Against the 
Safet y of Civil Aviation is committed, pro
vided the aircraft lands in the United States 
with an alleged offender still on board; and". 

(e) Section 902(k) of the Federal Aviation 
Act of 1958, as amended (49 U.S.C. 1472 (k)), 
is amended by adding subsection (3) to the 
en d thereof. to read as follows : 

"(3 ) Whoever while aboard an aircraft in 
t he special aircraft jurisdiction of the United 
St a t es commits an act which would be an 
offense under section 32 of title 18, Unitad 
St at es Code, shall be punished as provided 
t herein.". 

(f) (1) Chapt er 2 of title 18, United States 
Code, is amended b y adding at the end there
of t he following new section : 
"§ 36. Imparting or conveying threats 

"(a) Whoever imparts or conveys or causes 
to be imparted or conveyed any t hreat to do 
an act which would be a felony prohibited 
b y section 32 or 33 of t his chapt er or section 
1992 of chapter 97 or section 2275 of chapter 
111 of this title with an apparent determi
nation and will to carry the threat into exe
cution shall be fined not more than $5 ,000 or 
imprisoned not more than five years or 
bot h." . ' 

(2 ) The analysis of chanter 2 of title 
18 of the Unit ed States Code is amended by 
adding at t he end thereof the following new 
i t em: 

"36. Imparting or conveying threats." 
AmCRAFT PmACY 

SEc. 14. (a) Section 901 of the Federal 
Aviation Act of 1958, as amended (49 u.s.c . 
1471) , is amended by adding at the end 
thereof the following new subsections · 

" (c ) Whoever imparts or conveys or c~uses 
t o be imparted or conveyed false Informa
tion, knowing the information to be false, 
concerning an attempt or alleged attempt 
being made or to be made, to do any act 
which would be a crime prohibited by sub
section (1) , (j), (k), or (1) of section 902 of 
this Act, shall be subject to a civll penalty of 

not more than $1,000 which shall be recover
able ln a civll action brought in the name of 
the United States. 

"(d) Except for law enforcement officers of 
any municipal or State government, or the 
Federal Government, who are authorized or 
required within their official capacities to 
carry arms, or other persons who may be so 
authorized under regulations issued by the 
Administrator, whoever, while aboard, or 
while attempting to board, any aircraft in, 
or intended for operation in, air transporta
tion or intrastate air transportation, has on 
or about his person or his property a con
cealed deadly or dangerous weapon, which is, 
or would be, accessible to such person in 
flight shall be subject to a civil penalty of 
not more than $1 ,000 which shall be recover
able in a civil action brought in the name 
of the United States.". 

(b) Subsection (a) of section 1395 or title 
28, United States Code, is amended by strik
ing the period at the end of such subsection 
and adding the following: ", and in any 
proceeding to recover a civ11 penalty under 
section 35(a) of title 18 of the United States 
Code or section 901(c) or 901(d) of the Fed
eral Aviation Act of 1958, all process against 
any defendant or witness, otherwise not au
thorized under the Federal Rules of Civil 
Procedure, may be served in any judicial 
district of the United States upon an ex 
parte order for good cause shown.". 

(c) (1) Section 902(m) of the Federal 
Aviation Act of 1958 (49 U .S .C. 1472(m)) 1s 
amended to read as follows: 

"FALSE INFORMATION AND THREATS 

"(m) (1) Whoever willfully and mali
ciously, or with reckless disregard for the 
safety of human life, imparts or conveys or 
causes to be imparted or conveyed false in
formation knowing the information to be 
false, concerning an attempt or alleged at
tempt being made or to be made, to do any 
act which would be a felony prohibited by 
subsection (i), (j) , or (I) (2) or this section, 
shall be fined not more than $5,000 or im
prisoned not more than five years, or both. 

"(2 ) Whoever imparts or conveys or oauses 
to be imparted or conveyed any threat to do 
an act which would be a felony prohibited by 
subsection (i), (j) or (1) (2) of this section, 
with an apparent determination and will to 
carry the threat into execution, shall be fined 
not more than $5,000 or imprisoned not more 
than five years, or both.". 

(2) The table of contents of the Federal 
Aviation Act of 1958, in the matter of title II 
(subchapter IX, chapter 20 of title 49, United 
States Code, section 1472 (m) ) , is amended 
by redesignating 

"(m) False information." 
to read 

"(m) False information and threats.". 
(d) Section 903 of the Federal Aviation Act 

of 1958 ( 49 U S.C. 1473) is amended by strik
ing "Such" at the beginning of the se-::cnd 
sentence of subsection (b) ( 1) of that se~
tlon, and substituting therefor "ExceT>t with 
respect to civil penaltier; under section 901 
(c) and (d) of this Act, such". 

By Mr. CRANSTON (for himself, 
Mr. RANDOLPH, and Mr. STAF
FORD): 

S. 636. A bill to clarify the Veterans' 
Administration's authority to recover 
certain health -care costs, to extend the 
period of availability of funds commit
ted under the Veterans' Administration 
program of assistance to new State 
medical schools, to authorize expansion 
of the scope of and epidemiological 
study regarding veterans exposed to 
agent orange, and for other purposes; 
to the Committee on Veterans' Affairs. 

VETERANS' ADMINISTRATION HEALTH CARE 

AMENDMENTS OF 1981 

e Mr. CRANSTON. Mr. President, the 
bill I am introducing today on behalf 
of myself and two other members of the 
Veterans' Affairs Committee, the Senator 
from West Virginia (Mr. RANDOLPH) 
and the Senator from Vermont <Mr. 
STAFFORD), contains three VA health
care-related provisions that were passed 
twice by the Senate last fall, but were 
not acted on by the House of Representa
tives before the 96th Congress ad
journed. Briefly, the Senate passed 
these three provisions unanimously on 
Eeptember 4, 1980, as part of S. 1188, the 
"Disabled Veterans' Rehabilitation Act 
of 1980"-which ultimately was enacted, 
with modifications in titles I, II and V of 
Public Law 96-466-but, because the 
House Committee on Veterans' Afiairl' 
objected to the inclusion of these provi
sions in that legislation on grounds of 
germaneness, the health -care provisions 
were not included in the compromise 
a.greement that incorporated S. 1188. 
In an attempt to overcome this objec
tion and gain House consideration be
fore the end of the last Congress, these 
three provisions were inserted as an 
amendment in the nature of a substi
tute in a separate House-passed health 
bill that was pending in the Senate COJta
mittee on Veterans' Affairs-H.R. 4015-
which was then passed by the Senatr. 
on September 26, 1980, and sent back to 
the House where, unfortunately, it died 
with the sine die adjournment of the 
96th Congress. 

Mr. President, these three provisions 
would: 

First, strengthen and clarify the V A's 
authority to recover the costs of veter
ans' non-service-connected care, in ap
propriate cases, from workers' compen
sation carriers, automobile no-fault in
surers and States that pay for the costs 
of he~lth care provided to victims of 
personal violence; 

Second modify the VA's program of 
grant as~istance to new State medical 
schools under subchapter I of chapter 
82 of title 38, United States Code, to pro
vide an additional 12-month period in 
which the five new State medical schools 
established with assistance under that 
subchapter may obligate funds previously 
committed to them; and 

Third, authorize the expansion of the 
scope of the epidemiological study man
dated by section 307 of Public Law 96-151 
regarding veterans exposed to agent 
orange to include additional factors that 
might be related to the health problems 
being experienced by Vietnam veterans, 
and establish timetables within which the 
Administrator. of Veterans' Affairs, based 
on the results of such study and other 
available pertinent information, would 
develop regulations for the resolution of 
claims for benefits based on exposure to 
agent orange and, if the scope of the 
study is expanded, on the other factors. 

Mr. President, as I stated on Septem
ber 26-the day the Senate passed ~.R. 
4015 with these provisions as a substitute 
amendment--! believe that these VA 
health-care related provisions, with the 
possible exception of the provision that ' 
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would authorize significant changes in 
the VA's agent orange study, are not 
controversial. With respect to the pro
posed change in the agent orange study, 
a provision which I authored along with 
the distinguished Senator from Pennsyl
vania <Mr. HEINZ) and which I will de
scribe in greater detail below, the Sen
ate's rollcall vote on September 4 on the 
Cranston-Heinz amendment was unani
mous-86 to 0-and would thus appear 
to be widely supported in the Senate as 
a meaningful and responsible next step 
for dealing with the very difficult scien
tific questions that remain regarding the 
health of many Vietnam veterans. 

I will be working very hard with the 
new chairman of the committee, the very 
able Senator from Wyoming (Mr. SIMP
soN), who cosponsored our substitute 
amendment to H.R. 4015, and other 
members of the committee to act quickly 
on this bill and secure prompt Senate 
action. Based on the commitment I re
ceived last fall from the new chairman 
of the House Committee on Veterans' 
Affairs, Representative MONTGOMERY, I 
am sure that if the Senate acts quickly 
on this matter, the provisions of this bill 
will receive prompt and favorable consid
eration on the House side. Indeed , pur
suant to that commitment, the provisions 
have already been introduced in the other 
body as H.R. 2155, 2156, and 2157. 

HEALTH-CARE COST RECO VERY PROVISIONS 

Mr. President, under the Medical Care 
Recovery Act. sections 2651 and 2652 of 
title 42, United States Code, and pur
suant to VA regulations, the VA has an 
active program in many States for recov
ering health-care costs in cases in which 
a non-service-connected disabled vet
eran is provided VA hospital, nursing 
home, or outpatient care and also is en
titled to reimbursements for health-care 
costs for disabilities covered by workers' 
compensation, automobile no-fault acci
dent insurance, or a State·s crime-vic
tims' comTJ ensation program. However, 
in some States the VA is precluded from 
such recoveries because of State laws, 
insurance exclusionary clauses, or State
court interpretations. 

Section 2 of the bill we are introducing 
would provide clear authority for the 
United States to recover the costs of hos
pital, nursing home, or outpatient medi
cal care furnished by the VA to veterans 
for non-service-connected disabilities to 
the extent they have entitlement to pay
ment for private medical care under the 
situations I listed above. Under this pro
vision, the United States would have an 
independent right to recover its costs of 
providing health care in such a situation 
to the exetent that the third party in
volved-such as the veterans' employer. 
the workers' compensation carrier, or the 
State with a crime-victim compensation 
program-would be liable if the care and 
treatment were provided in a non-Fed
eral facility. 

Recoveries would be limited to any 
maximum amount specified by law in the 
State or community concerned or by a 
relevant provision in a contract of in
surance or indemnification unless the 
amount sought to be recovered was a 
lesser amount. In the latter situation 
the amount of the recovery would b~ 

governed by the reasonable costs of the 
care and services provided by the VA, 
as determined by the Administrator un
der a schedule of costs that would be 
prescribed after notice and opportunity 
for public comment. 

Mr. President, the purpose of provid
ing clear statutory authority for the 
right of recovery in these situations is 
to enable the VA, in appropriate cases, 
to pursue these recoveries without ex
tensive litigation over the issue of its 
authority to recover. The provision in 
this bill would override provisions in 
State laws and codes of local communi
ties that exclude, for the purpose 
of workers' compensation, auto no
fault, and crime-victims' compensation 
health-care coverage, any care pro
vided in a Federal health-care facility. 
It also would provide expressly that vet
erans eligible for VA health-care serv
ices under chapter 17 of title 38 may 
not be denied VA medical care or serv
ices by reason of this provision. 

The Congressional Budget Office has 
informally and preliminarily estimated 
that potential recoveries would be $500,-
000 in the first year of full implementa
tion rising to $2.2 mUlion in the fourth 
year. Thus, particularly in view of the 
budget-conscious climate in which we 
now require Federal agencies to oper
ate, I believe we should provide the VA 
with straightforward authority in this 
regard in order to make it easier for the 
VA to collect reimbursements to which 
it is entitled. 
EXTENSION OF TIME FOR STATE MEDICAL 

SCHOOLS ESTABLISHED WITH ASSISTANCE OF 

VA GRANTS TO OBLIGATE FUNDS 

Mr. President, section 3 of this bill 
would modify the V A's program of grant 
assistance to new State medical schools 
under chapter 82 of title 38. 

Under subchapter I of chapter 82 the 
VA operates a program for assistance in 
the establishment of new State medical 
schools. Five medical schools-Wrightt 
State University in Dayton, Ohio; Mar
shall University in Huntington, W.Va.; 
the University of South Carolina in 
Columbia, S.C.; the Quillen/ Dishner 
Medical School in Johnson City, Tenn.; 
and Texas A&M University in Temple, 
Tex.-have received grants to assist in 
the alteration or repair of buildings in 
order to make them suitable for use as 
medical school facilities and to help pay 
the faculty salaries at such schools. Each 
of these new medical schoo:s is affiliated 
with at least one VA medical center. 

Although new medical schools are no 
longer authorized to be established un
der the subchapter I program, new ap
propriations for such grant assistance 
are authorized through fiscal year 1982, 
and funds previously appropriated re
main available-by virtue of sections 
5072 (b ) and 5082 (b) of title 38-for 6 
years after the year for which they were 
appropriated. However, I note that, de
spite the continued availability of an au
thorization for appropriations for this 
program through fiscal year 1982, no new 
appropriation has been made for any part 
of the chapter 82 program since fiscal 
year 1979, and none have been requested 
for fiscal years 1981 or 1982. 

Mr. President, under section 5073 (a) 

(2) of title 38, a grant made to a new 
medical school under the subchapter I 
program for the payment of faculty sala
ries may be used for that purpose only 
during the first 7 years of the school's 
operation and only up to statutorily 
specified percentages of total faculty sal
ary costs-declining from 90 percent dur
ing the first 3 years of such school's oper
ation to 50 percent in the seventh year. 

Mr. President, Wright State was the 
first new medical school to receive a sub
chapter I grant and is now well into its 
seventh year of operation, as defined in 
VA regulations implementing the sub
chapter I program. The distinguished 
Senator from Ohio <Mr. GLENN) brought 
to my attention last year that, due to 
circwnstances unforseeable when the 
subchapter I program was enacted, 
Wright State may be unable to use ef
fectively by the end of the 7-year period 
the full amount of grant funding com
Initted to it for faculty salaries. In order 
to resolve this problem and also to pre
vent similar difficulties from occurring at 
the other four schools, section 3 of the 
bill would provide an additional 12-
month period in which these schools 
could obligate the funds already com
mitted to them under subchapter I be
yond the periods specified in sections 
5027 (b) , 5082 <b>, and 5073 (a ) (2) of title 
38. 

This provision would liinit the amount 
of remaining funds that could be used to 
pay faculty salaries during the 12-
month extension period to 50 percent of 
the total cost of such salaries during that 
year-the same limit that currently ap
plies in the seventh year. Thus, the pro
vision is intended to enable the schools 
to make appropriate and efficient use of 
the funds already cominitted to them. 

Mr. President, no new authorization 
for appropriations for the subchapter I 
program would be provided by this sec
t ion of the bill, and there would be no 
additional expenditures entailed by en
actment of this provision. 

AMENDMENTS TO THE AGENT ORANGE STUDY 

PROVISION 

Mr. President, section 4 of the bill 
would amend the current agent orange 
study mandate-section 307 of Public 
Law 96-151, the Veterans' Health Pro
grams Extension and Improvement Act 
of 1979-in four ways. 

First, it would amend the description 
of the mandated agent orange study to 
require the VA to stJUdy the health of 
Vietnam veterans as their health may 
have been affected by exposure to agent 
orange. 

Second, it would authorize the Admin
istrator of Veterans' Affairs to expand 
the scope of the agent orange study to 
include an evaluation of other factors 
involved in service in Vietnam, including 
exposure to other herbicides, chemicals, 
medications, or environmental hazards 
or conditions. 

Third, it would expressly provide the 
Administrator with authority to con
tract with non-VA entities for the design 
and conduct of the study. 

Fourth, it would provide a framework 
within which the VA would be required 
to translate information obtained from 
the agent orange study-and the other 
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factors if the study is expanded-and 
information from other relevant stJudies 
or sources, into guidelines and recom
mendations for responding to the claims 
of Vietnam veterans that are based on 
exposure to such elements. 

The Senate Committee on Veterans' 
Affairs has followed closely the work of 
the President's interagency work group 
on phenoxy herbicide exposure-lAG
which was established on December 11, 
1979, and is chaired by the Department 
of Health and Human Services. 

Mr. President, on February 27, 1981, I 
wrote to Martin Anderson, the Assistant 
to the President for Policy Development, 
to urge that the President reauthorize 
this very important group and formally 
designate it as the group responsible for 
assuring that the President's responsi
bility-mandated in section 307(c) of 
Public Law 96-151-to assure coordina
tion and consultation between different 
Federal agencies with respect to their 
agent orange-related activities is fully 
implemented. I ask unanimous consent 
that this letter ·be printed in the RECORD 
at this point. 

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

COMMI'ITEE ON VETERANS' AFFAmS, 
Washington, D.C., February 27, 1981. 

Mr. MARTIN ANDERSON, 
Assistant to the President for Policy Develop

ment, The White House, Washington, 
D.C. 

DEAR MARTIN: I am writing in connection 
with a matter that is of great importance 
to our Nation's Vietnam veterans and a deep 
concern of mine on the Veterans' Affairs 
Committee--Agent Orange. As you know, 
Agent Orange, the defoliant used by our 
Armed Forces in Vietnam, was contaminated 
by dioxin, one of the most toxic substances 
ever identified by the scientific community. 

On December 11, 1979, President Carter 
established, through his Assistant for Do
mestic Affairs and Policy, an interagency 
work group to assure ·that all Federal efforts 
in the area of dioxin-related research are 
fully coordinated and that there is a wide 
and ongoing consultation among all the 
agencies involved. The President aopointed 
the then-Department of Health, Education, 
and Welfare--an agency well-equipped, in 
my view, to deal with the difficulties involved 
and one not generally perceived as having 
an interest to defend in these matters-as 
the work group's chair agency. 

On December 20, 1979, the Veterans' 
Health Programs Extension and Imorove
ment Act of 1979 (Public Law 96-15i) was 
enacted with provisions. in section 307(a), 
mandating the VA to design and conduct 
an epidemiological study on Agent Orange. 
In addition, for purposes of assuring that 
any dioxin-related study conducted by the 
Federal Government would be scientifically 
valid and conducted efficiently and objec
tively, section 307(c) of this law required 
the President to assure that the VA study is 
fully coordinated with all other Federal 
agencies' studies regarding the health effects 
in humans of dioxin exposure and that all 
aporopriate consultation and coordination 
take place among the heads of Federal agen
cies involved in the design. conduct, moni
toring, or evaluation of such dioxin studies. 
For your re1'erenr-e. I l>ave en,.lns~d a copy 
of section 307 of Public Law 96-151. 

Since the interagency work P.'roup on dioxin 
(formally the Interagency Work Group on 
Phenoxy Herbicides and Contaminants) was 
created , it has issued six progress reports 
dealing with the many dioxin-related activi-

ties of the Federal agencies, incLuding long
term research proposals and various clinical 
projects of a shorter length, which may help 
to provide the answers we seek about the 
po.;;sible hea.lth effects of exposure to sub
stances containing dioxin. In addition, the 
work group has itself reviewed and com
mented on certain of these research pro
po-s.aJ.s. I believe these reports and comments 
have been of definite value to the agencies 
involved in terms of the rapid dissemination 
of useful information, to the Congress in 
tel'lll3 of providing members with succinct, 
periodic updates, and, finally, to the public, 
in terms of widespread concern that the 
studies be as objective and useful as po;;sible 
and that no unnecessary delays occur in the 
Federal Government's pursuit of answers in 
this area. I also believe that the work group 
could appropriately serve as the means of 
the President carrying out his statutory re
sponsibility under section 307(c) of Public 
Law 96-151. 

In light of the immediacy of the issues in
volved-the VA will , after great delay, shortly 
sign a contract for the design of the protocol 
for its study-and their great importance to 
Vietnam veterans and their families and to 
the health of many other segments of our 
population, I believe that the President 
should reauthorize the interagency group 
under the chairmanship of t he Secretary of 
Health and Human Services, designating the 
group a.s the body responsible for assuring 
that the provisions of section 307(c) of Pub
lic Law 96-151 are fully implemented. Such 
a designation-accompanied by the appro
priate delegation of the authority-would 
enhance the authority of the group .and give 
greater weight to its recommendations as 
well as provide needed assurance of full im
plementation of those provisions. 

I would very much appreciate hearing from 
you at your earliest convenience about these 
matters anti learning of your response to my 
recommendations. 

With warm regards, 
Cordially, 

ALAN CRANSTON, 
Ranking Minority Member. 

AGENT ORANGE STUDY 
SEc. 307. (a) (1) The Administrator of Vet

erans' Affairs shall design a protocol for and 
conduct an epidemiological study of persons 
who, while serving in the Armed Forces of 
the United States during the period of the 
Vietnam conflict, were exposed to any of the 
class of chemicals known as "the dioxins" 
produced during the manufacture of the 
various phenoxy herbicides (including the 
herbicide known as "Agent Orange") to de
termine if there may be long-term adverse 
health effects in such persons from such 
exposure. The Administrator shall also con
duct a comprehensive review and scientific 
analysis of the llterature covering other 
studies relating to whether there may be 
long-term adverse health effects in humans 
from exposure to such dioxins or other 
dioxins. 

(2) (A) (i) The study conducted pursuant 
to paragraph ( 1) shall be conducted 1n ac
cordance with a protocol approved by the Di
rector of of Office of Technology Assessment. 

(ii) The Director shall monitor the con
duct of such study in order to assure com
pliance with such protocol. 

(B ) (i) Concurrent with the approval or 
disapproval of any protocol under subpara
graph (A) (i), the Director of the Office of 
Technology Assessment shall submit to the 
appropriate committees of the Congress a 
report e'<plaining the basis for the Director's 
action in approving or disapproving such 
protocol and providing t he Director's conclu
sions regarding the scientific validity and 
objectivity of such protocol. 

(11) In the event that the Director has not 
approved such protocol during the one hun-

dred and eighty days following the date of 
the enactment of this Act, the Director shall 
(I) submit to the appropriate committees of 
the Congress a report describing the reasons 
why the Director has not given such ap
proval, and (II) submit an update report 
on such initial report each sixty days there
after until such protocol is approved. 

(C) The Director shall submit to the ap
propriate committees of the Congress, at 
each of the times specified in the second sen
tence of this .subparagraph, a report on the 
Director's monitoring of the conduct of such 
study pursuant to subparagraph (A) (11). A 
report under the preceding sentence shall be 
submitted before the end of the six-month 
period beginning on the date of the approval 
of such protocol by the Director, before the 
end of the twelve-month period beginning 
on such date, and annually thereafter untU 
such study is completed or terminated. 

(3) The study conducted pursuant to para
graph (1) shall be continued for as long after 
the submission of the reoort under subsec
tion (b) (2) as the Administrator may de
termine reasonable in llght of the possibility 
of developing through such study significant 
new information on the long-term adverse 
health effects of exposure to dioxins. 

(b) (1) Not later than twelve months after 
the date of the enactment of this Act, the 
Administrator shall submit to the appropri
ate committees of the Congress a report on 
the literature review and analysis conducted 
under subsection (a) (1). 

(2) Not later than twenty-four months 
after the date of the approval of the protocol 
pursuant to subsection (a) (2) (A) (i) and 
annually thereafter, the Administrator shall 
submit to the appropriate committees of the 
Congress a report containing (A) a descrip
tion of the results thus far obtained under 
the study conducted pursuant to such sub
section, and (B) such comments and recom
mendations as the Administrator considers 
appropriate in light of such results. 

(c) For the purpose of assuring that any 
study carried out by the Federal Government 
with respect to the adverse health effects in 
humans of exposure to dioxins is scientifically 
valid and is conducted with efficiency and 
objectivity, the President shall assure that-

( 1) the study conducted pursuant to sub
section (a) is fully coordinated with studies 
which are planned, are being conducted, or 
have been completed by other deryartments, 
agencies, and instrumentalities of the Federal 
Government and which pertain to the ad
verse health effects in humans of exposure to 
dioxins; and 

(2) all appropriate coordination and con
sultation is accomplished between and among 
the Administrator and the heads of such de
partments, agencies, and instrumentallties 
that may be engaged, during the conduct of 
the stud-y carried out pursuant to subsection 
(a), in the design, conduct, monitoring, or 
evaluation of such dioxin-exposure studies. 

(d) There are authorized to be appropri
ated such sums as may be necessary for the 
conduct of the study required by subsection 
(a). 

Mr. CRANSTON. Mr. President the 
committee has reviewed carefully the 
various recommendations and comments 
made by the lAG in its sjx progress re
ports on Federal activities in this area, 
and the provis'ons in this section of the 
bill reflect many of the recommenda
tions made by the lAG thus far. With re
spect to the VA agent orange study, the 
IAG commented in an August 1980 prog
ress report that the current study man
date, which requjres a study of veterans 
exposed to dioxin as found in agent 
orange, would be extremely difficult, if 
not impossi.ble. to fulfill because of the 
many scientific problems entailed in 
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identifying a population, prior to com
mencing the study, known to be exposed 
to agent orange. VA officials and other 
scientists concur in this opinion. 

Thus, the first change that would be 
made in the study mandate by this sec
tion would remove this unintended 
threshold problem by requiring the VA to 
study the health of Vietnam veterans as 
it may have been affected by their ex
posure. This change would allow the VA 
to begin the study of the health status of 
these veterans by identifying a popula
tion of veterans who served in Vietnam, 
without first having to determine wheth
er each one was, without. question, ex
posed to agent orange in Vietnam. 

The IAG also stated in its August 1980 
report that it was aware of a multitude 
of concerns of Vietnam veterans about 
various other chemicals, med :cations, 
and environmental hazards that were 
present in Vietnam and, thus, possibly 
could be related to health impairments 
that Vietnam veterans are experiencing 
today. 

Based on the above-described difficulty 
in identifying with prec'sion a popula
tion exposed to agent orange and these 
other concerns, the IAG recommended 
that the mandate for the VA study be 
expanded to take these other factors into 
account. The provision in this section 
would give the Administrator of Vet
erans• Affairs d;scretionary authority to 
do just that while not. in any way, de
tracting from the study's focus, as al
ready mandated, on agent orange. 

Mr. President, I believe it is possible, as 
the IAG has suggested, that a combina
tion of factors peculiar to service in Viet
nam may be responsible for the many 
health problems now being blamed on 
agent orange alone. I believe that we 
have a responsibility to Vietnam veterans 
and other concerned Americans to make 
sure these other possibilities are fully 
and carefully explored. Moreover, it may 
be that, should the Admin:strator choose 
to expand the studv, this provision will 
lead to more reliable results in a shorter 
period of time about the current status 
of the health of Vietnam veterans. 

Mr. President, the third change in the 
agent orange study mandate that would 
be made by this section would explicitly 
authorize the Administrator to contract 
with non-VA public or private entities 
for the design and conduct of the man
dated study. Last June, I called for the 
VA to take steps to contract out the de
sign and overall management of the 
study to a J!roup outside the direct con
trol of the VA because I had become con
vinced then-as I still am-that it is in 
the best interest of all concerned that 
the study be managed by a clearly neu
tral, nongovernmental body. Several of 
the veterans' organizations, most notably 
the American Legion and the Veterans 
of Foreign Wars, adopted resolutions at 
their most recent national conventions in 
support of such an approach. 

Mr. President, the foUf'th change-and 
one that. in mv view, would be a particu
larly valuable and appropriate addition 
to th~ ~tudy mandate-would require the 
Adm1mstrator to establish a framework 
fo~ th~ VA to issue regulations containing 
gu1delmes, standards, and criteria for re-

solving disability compensation claims 
based on disabilities or diseases believed 
to be related to agent orange exposure, 
and, if the scope of the study is expanded, 
on the other possible health-risk factors. 

As I mentioned above, Senator HEINZ 
and I worked long and hard on this pro
vision which is intended to provide Viet
nam veterans and their families with the 
assurance that every effort will be made 
to evaluate appropriately and completely 
any new evldence obtained from the 
mandated study on agent orange-and, 
if the study is expanded, the other fac
tors-very soon after such information is 
available, and, thus, insure that the 
claims of Vietnam veterans are fairly 
considered. 

Mr. President, this provision would 
establish-as described in detail in a col
loquy between Senator HEINZ and me on 
September 4, 1980, CONGRESSIONAL REC
ORD, pages 24076-24078-a specific 
timetable for the VA to report to appro
priate congressional committees on the 
study findings, to develop and publish in 
the Federal Register proposed regula
tions, and to make recommendations to 
appropriate congressional committees for 
any legislative action that might be nec
essary in light of the proposed regula
tions. 

Such recommendations would include, 
of course, any changes in current law 
warranted by the study findings with re
spect to certain specific presumptions of 
disability or compensation for genetic 
damage that might be related to birth 
defects. However, this change would not, 
in any way, compel the VA to develop and 
propose any such guidelines, criteria, and 
standards that are not justified by the 
scientific information available at the 
times that the reports and proposals 
must be submitted, nor would it preclude 
VA actions with respect to proposals for 
the resolution of these claims based on 
scientific evidence available from other 
sources at any earlier time. 

This change also would not have the 
effect in itself of speeding up the scien
tific process of finding the answers to the 
very perplexing questions we now face 
with respect to the health of Vietnam 
veterans. However, I believe that," byes
tablishing a specific framework and 
timetable for VA action, tied to certain 
reporting requirements already con
tained in Public Law 96-151, we would be 
taking an important step toward meet
ing the strong concerns of many Viet
nam veterans that, in the absence of an 
express requirement for VA actions on 
the findings of the mandated study, the 
VA might not act promptly. 

It is very unfortunate that many Viet
nam veterans perceive the VA in th~s 
manner. Regrettably, these perceptions 
are not without some justification, as 
might be expected in any situation which 
involves a complex, as yet undeciphered, 
problem. the very strong concerns and 
expectations of many individuals who 
have served our country well when 
called to do so, and a very large gov
ernmental bureaucracy. 

Mr. President, section 307 (d) of Pub
lic Law 96-151, which authorizes the ap
propriation of such sums as may be nee-

essary for the conduct of the mandated 
study, would not be amended by this 
bill. 

I urge my colleagues to support the 
changes that would be made in the 
Agent Orange study by this bill and join 
me in my effort to assure its rapid con
sideration. In my view, this would be a 
most meaningful message to Vietnam 
veterans, their families, and all other 
persons concerned about the Federal 
Government's ability to act appropri
ately in this very troublesome area. 

Mr. President, I ask unanimous con
sent that the text of the bill be printed 
in the RECORD at this point. 

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

s. 636 
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 "Veterans' Admin
i5tration Health Care Amendments of 1981". 
VETERANS' ADMINISTRATION HEALTH-CARE COST 

RECOVERY PROVISIONS 

SEc. 2. (a) Subchapter III of chapter 17 of 
title 38, United States Code, is amended by 
adding after section 628 the following new 
section: 
"§ 629. Recovery by the United States of the 

cost of certain care and services 
"(a) In any case in which a veteran is 

furnished care and services under this chap
ter for a non-service-connected disabllity 
and such disability was incurred-

"(!) incident to such veteran's employ
ment and the disability is covered under a 
workers' compensation law or plan which 
provides reimbursement for or indemnifica
tion of the cost of health care and services 
provided to the veteran by reason of the dis
ab111ty, 

" ( 2) as the result of a motor vehicle ac
cident covered under the law of a State 
which requires the owners or operators of 
motor vehicles registered in such State to 
have in force automobile accident reparations 
insurance, or · 

"(3) as the result of a crime of personal 
violence that occurred in a State or sub
division thereof in which a person injured as 
the result of such crime is entitled to receive 
health care and services at such State's or 
subdivision's expense for personal injuries 
suffered a the result of such crime, 
the United States shall have the right to 
recover, subject to the limitations, conditions 
and procedures prescribed in subsections (b) 
and (c) of this section, the reasonable costs 
of such care and services from the State or 
subdivision thereof, employer, employer's in
surance carrier, or automobile accident rep
arations insurance carrier, to the extent that 
such veteran, or the provider of care and 
services to such veteran, would be eligible to 
receive reimbursement or indemnification 
for such care and services if such care and 
services had not been furnished by a depart
ment or agency of the United States. 

"(b) The amount that may be recovered by 
the United States in exercising the right 
provided under subsection (a) of this sec
tion may not exceed the lesser of ( 1) an 
amount equal to the reasonable cost of the 
care ·and services furnished such veteran 
under this chapter, as determined by the 
Administrator pursuant to regulations which 
the Administrator shall prescribe after notice 
and opportunity for public comment, or (2) 
the maximum amount specified by the law 
of the State or subdivision thereof concerned 
or by any relevant contractual provision to 
which such veteran was a party or was sub
ject. 
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"(c) (1) The United States shall, as the 

right provided in subsection (a) of this sec
tion, be subrogated to any right or claim 
that such veteran or such veteran's personal 
representative, successor, dependents, or 
survivors may have against a State or sub
divic.:ion thereof, an employer, an employer's 
insumnce carrier, or an automobile accident 
reparations insurance carrier. 

"(2) In order to enforce any such right 
or claim to which it is subrogated under 
paragraph (1) of this subsection-

.. (A) the United States may intervene or 
join in any action or proceeding brought by 
the veteran or such veteran's personal rep
resentative, successor, dependents, or sur
vivors against a State or subdivision thereof, 
an employer, an employer's insurance car
rier, or an autom.obile accident reparations 
insurance carrier, or 

"(B) 1!-
"(i) no such action or proceeding has 

been commenced within one hundred and 
eighty days after the first day on which 
care and services for which recovery ls 
sought were furnished to such veteran by 
the VeteJ.1a.Ils' Administration under this 
chapter, and 

"(11) the United States has sent written 
notice by certified mail to such veteran at 
such veteran's last-known address, or to 
such veteran's personal representative or 
successor, of the United States intention to 
institute legal proceedings, 
the United States may, sixty days after the 
mailing of such notice, institute and prose
cute legal proceedings against such State or 
subdivision thereof, employer, employer's in
surance carrier, or automobile accident 
reparations carrier. 

"(d) A veteran eligible for care and serv
ices under this chapter may not be denied 
such care and services by reason of this 
seotion. 

"(e) No law of any State or of any sub
division thereof, and no provision of any 
contract or ,agreement entered into, renewed, 
or modified pursuant to any State law shall 
operate to prevent recovery by the United 
States under (1) subsection (a) of this sec
tion for care and services furnished under 
this chapter to any veteran for a non
service-connected disability, or (2) subsec
tion (b) of section 611 of this title for care 
and services furnished as a humanitarian 
service in emergency cases under such sub
section to any individual.". 

(b) The table of sections at the begin
ning of such chapter is amended by adding 
after the item relating to section 628 the 
following new item: 
"629. Recovery by the United States of the 

cost of certain care and services.". 
EXTENSION OF TIME FOR STATE MEDICAL SCHOOLS 

ESTABLISHED WITH ASSISTANCE OF VA GRANTS 
TO OBLIGATE FUNDS 

SEc. 3. Notwithstanding the provisions of 
seotion 5072(b), 5073(a) (2), or 5082(b) of 
title 38, United States Code, in cases in 
which the Administrator has a-pproved an 
application for a grant or supplemental grant 
under subchapter I of chapter 82 of such title 
(for the establishment of a new State med
ical school), amounts appropriated pursuant 
to section 5072(a) or 5082 of such title that 
are approved for such a grant or supple
mental grant shall remain available for, and 
may be paid during, a period of twelve 
months in '&.dd'ition to the periods prov,ided 
for in such sections, respectively, and any 
funds made available 'by this section for pay
ments, or authorized to be p,aid, under such 
grant or supplemental g;rant for faculty sll!l
aries may not exceed the amount provided 
for under section 5073(a) (2) (G) of such 
title. 

AMENDMENTS TO AGENT ORANGE STUDY 
PROVISIONS 

SEc. 4. Section 307 of the Veterans' Health 
Programs Extension and Improvement Act of 
1979, Public Law 96-151 (93 Stat. , 1097), is 
amended-

( I) by a!llendlng subsection (a) (1) to 
read .as follows: 

"(a) (1) (A) (i) The ~dministrator of Vet
erans' Affairs shall design a protocol for and 
conduct ·an epidemiological study of the long 
term adverse health effects in humans of 
service in the A·rmed Forces of the United 
State.:; -in the RepubHc of Vietnam during the 
period of the Vietnam confiict as such health 
effec,ts may resul•t from expo:mre to .phenoxy 
herbicides (including the herbicide known 
as 'Agent Orange') and the class of chem
icals known as 'the dioxins' produced during 
the manufacture of such herbicides. 

"(U) Ir. conducting the study provided for 
by division (i) of this subparagraph, the 
Administrator may, as the Administrator 
deems appropriate, ex,pand •the scope of such 
study to include an evaluation of the long 
term adverse health effects in humans of 
such service as such health effects may re
sult from other factors involved in such 
service, including exposure to other herbi
cides, chemicals, medications, or environ
mental hazards or conditions. 

"(B) (i) The Administrator shall also con
duct a comprehensive review and scientific 
anatysis of the literature covering other stud
ies relating to whether there may be long 
term adverse bealth effects in humans from 
expo3ure to phenoxy herbicides (inoluding 
the herbicide known as 'Agent Orange') and 
the class of chemicals known as '•the di
oxins' produced during the manufacture of 
such herbicides. 

"(11) In conducting the review and analysis 
of the literature provided for by division (i) 
of this subparagraph, the Administrator may, 
as the Administrator deems appropriate, ex
pand the scope of such review and analysis 
of the literature to include a review and 
analysis of the literature covering other stud
ies relating to whether there may be long 
term adverse health effects in humans from 
other factors involved in srevice in the 
Armed Forces of the United States in the 
Republic of Vietnam during the Vietnam 
conflict o; in other ecmpa:rab'e situations 
involving one or more of the factors described 
in subparagraph (A) (11) of this paragraph. 

" (C) The Administrator may, in carrying 
out the study provided for by subparagraph 
(A) or the relview and analysis of the litera
ture provided for by sub::>aragra~h (B), or 
both, enter into such contracts or agreements 
with private or public agencies or persons 
for such necessary services, including design 
of the protocol for or the conduct of, in 
whole or part, such study, or both, or such 
review and analysis of the literature, or both, 
as the Administrator may deem practicable 
and necessary.": and 

(2) by amending subsection (b)-
(A) by amending paragra,m (2) by in

serting "for administrative or legislative ac
tion, or both," after "recommendation"· 

(B) by adding at the end the follo'wing 
new raragraph: 

"(3) (A) (i) Not later than ninety days 
after the submission of each report provided 
for in paragraph (2), the Administrator shall, 
based on the results described in each such 
report and the comments and recommenda
tions thereon and any other available perti
nent information, develop and publish in 
the Federal Register, for nublic review and 
comment, proposed reguiation, containing 
proposed guidelines, standards, and other 
criteria (together with an explanation of 
the bases for such proposed guidelines, 
standards, and criteria) for resolving claims 

for benefits administered by the Veterans' 
Administration based on exposure to Agent 
Orange during service in the Armed Forces 
of the United States in the Republic of Viet
nam during the Vietnam confUct. 

"(il) If the Administrator expands the 
scope of the study provided for in subsec
tion (a) (1) (A) (i) (as provided for in sub
section (a) (1) (A) (11)), such proposed regu
lations shall also contain proposed guide
lines, standards, and other criteria for re
solving claims for benefits administered by 
the Veterans' Administration based on one 
or more factors described in subsection (a) 
(1) (A) (ii) related to such sef'vice. 

"(iii) Proposed regulations developed and 
published pursuant to division (i) of this 
subparagraph (and, if proposed regulations 
are developed and published pursuant to 
division (11) of this subparagraph, pursuant 
to such division) shall include specification 
of any presumptions (including any pre
sumptions regarding service and exposure) 
to be applied to the resolution of the claims 
to which such proposed guidelines, stand
ards, and criteria in such proposed regula
tions apply. 

"(iv) Notwithstanding any other provision 
of law, the public review and comment proc
ess required by division (i) of this subpara
graph shall be condu·cted in accordance with 
the provisions of sections 553 (b) and (e), 
556, and 557 of title 5, United States Code. 

"(v) On the same day as such proposed 
regulations are published as required by 
division (i) of this subparagraph, the Ad
ministrator shall submit to the appropriate 
committees of the Congress any recommen
dations for legislative action that the Ad
ministrator considers appropriate in light of 
such proposed guidelines, standards, and 
criteria, the report submitted pursuant to 
section (b) (2), and any other available per
tinent information. 

"(B) Not later than ninety days after the 
completion of the public review and com
ment process provided for in subparagraph 
(A) (i) and (iv), the Administrator shall 
publish in the Federal Register final regula
tions containing the guidelines, standards, 
and other criteria (together with an explana
tion of the bases for such guidelines, stand
ards , and criteria) for resolving the claims 
involved. 

"(C) Nothing in subparagraph (A) or 
(B) shall be considered to limit in any way 
the discretion and authority of the Admin
istrator to promulgate or prescribe regula
tions, guidelines, standards, or other criteria 
for resolving any claims described in sub
paragraph (A) (i) or (11) at any time earlier 
than the time prescribed in subparagraph 
(A) for the publication of the proposed regu
lations described in such subparagraph. 

"(D) The Administrator's compliance with 
the provisions of, and any regulations pro
mulgated pursuant to, this paragraph shall 
be subject to judicial review in accordance 
with the provisions of chapter 7 of title 5, 
United States Code.".e 

By Mr. JOHNSTON <for himself 
and Mr. JACKSON) : 

S. 637. A bill to establish a program 
for Federal storage of spent fuel from 
civilian nuclear powerplants, to set forth 
a Federal policy and initiate a program 
for the disposal of nuclear waste from 
civilian activities, and for other pur
poses; to the Committee on Energy and 
Natural Resources. 

NUCLEAR WASTE POLICY ACT 

s Mr. JOHNSTON. Mr. President, today 
I am introducing the Nuclear Waste Pol-
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icy Act, a bill which is based on the nu
clear waste legislation which was over
whelmingly approved by the Senate in 
the 96th Congress. As my colleagues re
call, at the close of the last Congress, 
certain Members of the Senate and the 
House of Representatives were working 
hard to arrive at a compromise on this 
important energy policy issue. Time ran 
out on us before that compromise could 
be developed. It is my hope that we can 
regenerate the cooperative spirit of that 
time and move expeditiously in this Con
gress to the enactment of comprehensive 
legislation establishing a definitive na
tional policy for nuclear waste manage
ment. 

The legislation I am introducing today 
embodies the basic policies adopted by 
the Senate last year. The Nuclear Waste 
Policy Act provides for-

A Federal program, including authori
zation for the construction or acquisi
tion of a Federal facility, for interim 
away-from-reactor storage of spent nu
clear fuel; 

A requirement that the Secretary sub
mit to Congress within a time certain a 
proposal accompanied by cost estimates 
for a s.rstem for the long-term isola
tion of spent nuclear fuel and high-level 
radioactive waste in a manner that per
mits continuous monitoring and ready 
retrieval of the fuel or waste; 

An accelerated program of research, 
development, and investigation of alter
native technologies for the long-term 
isolation of nuclear wastes under condi
tions incorporating retrievability as well 
as in irreversible ways; and 

A process of consultation and concur
rence involving Federal Government and 
affected States and Indian tribes in the 
siting of permanent repositories for the 
nuclear wastes generated in civilian nu
clear activities. 

Mr. President, I believe there is an ex
cellent chance for early enactment of a 
nuclear waste policy based on the ele
ments of this bill. There can be no doubt 
that we are in great need of policy guid
ance from Congress in this matter. Cur
rently, the nuclear energy option is, in 
my opinion. unreasonablv burdened by 
public doubt and uncertainty about nu
clear waste disposal. This public doubt 
and uncertainty is a direct consequence 
of indecision and drift in Federal policy 
with regard to nuclear waste manage
ment. The Federal Government has 
avoided definitive action on nuclear 
waste management, failed to assess waste 
management costs, and blocked the 
adoption of a rational spent fuel policy. 
Yet policy decision on these matters can 
only be made bv the Federal Govern
ment. The aim of the bill I am introduc
ing is to see that the Federal Govern
ment assumP.c; its resoonsibilities with 
regard to nuclear waste management and 
begins doing the things that those re
sponsibilities imply. 

There are three principal titles of the 
bill. 

AWAY-FRO~-REACTOR STORAGE 

Title m of the bill authori2'es the 
Secretary of Energy to acauire, trans
port. and provide for the interim storage 
of spent nuclear fuel from civilian nu-

clear powerplants. The Secretary would 
levy a per unit charge for this service de
signed to recover the full cost of interim 
storage and permanent disposal of 
wastes associated with the spent fuel, 
including all transportation and han
dling. The Secretary would be authorized 
to construct or acquire one or more faci
lities-each to be fully subject to the 
licensing authority of the Nuclear Regu
latory Commission-to provide safe in
terim storage of the spent fuel. Any 
person transferring spent fuel to the 
Secretary would retain the nontransfer
able right to the value of any fuel re
maining should such material ever be 
recovered. 

The purpose of this legislation is to 
provide prudent insurance against the 
likelihood that spent fuel pools at one or 
more existing nuclear reactors will fill 
up, forcing the shutdown of those power
plants. There is a good chance that ex
pansion of these pools will prove in
feasible or uneconomic, or both. 

Federal capacity for the sale isola
tion of spent fuel and high level radio
active waste will be urgently needed dur
ing the 1980's. It is currently very un
likely that permanent disposal facilities 
will be in place in this time frame. There 
is also a substantial possibility that ne
cessary approvals for expanded at
reactor storage will not be forthcoming 
in all instances. In any event, at-reactor 
pools were never designed to store large 
amounts of spent fuel for extended pe
riods of time. Reliance on this method 
of storage pending the uncertain estab
lishment of a faciiity for permanent dis
posal of nuclear wastes is both unsafe 
and costly relative to centralized AFR 
storage. The Nuclear Waste Policy Act 
provides the necessary Federal authority 
to establish such a program, while in
suring that the ratepayers who benefit 
from nuclear power pay the full cost of 
nuclear waste management. 

PERMANENT NUCLEAR WASTE DISPOSAL 

Title IV of the bill d!rectly addresses 
the question of permanent disposal of 
nuclear wastes. Definitive answers with 
regard to permanent nuclear waste dis
posal have proved extremely elusive over 
the years since nuclear power first was 
recognized as an important energy op
tion. Indecision on permanent nuclear 
waste disposal is one of the reasons we 
currently are faced with the necessity 
of providing for interim away-from
reactor storage of spent nuclear fuel. If 
!acUities for separating and permanently 
disposing of nuclear wastes from spent 
fuel were in existence today, AFR's 
would not be necessary. 

We should have no illus;ons that it 
will be easy to agree on a specific fa
cility for the permanent disposal of nu
clear wac;tes. Nuclear wastes must be 
isolated for a very long ttme with very 
high assurance that release to the bio
sphere will not occur. Certainly this 
means that we must design any perma
nent dispoc;al facility with care and 
make use of the best scientific skills and 
techniques available. We should not, 
however, make the job harder than it 
needs to be. Much of the recent think
ing about the permanent disposal of nu-

clear wastes assumes that wastes will be 
irreversibly consigned to some deep 
underground geologic formation. It is the 
irreversibility of this kind of technologi
cal option which makes us so reluctant 
to choose a specific site and construct 
the necessary facilities. We are asking 
ourselves to make an irreversible choice, 
one that will last for all time. Reluctance 
to make this kind of choice is under
standable. 

But forcing this kind of choice is not 
necessary. There is no reason why nu
clear wastes cannot be safely isolated 
from the biosphere for as long as may be 
required in facilities which permit con
tinuous monitoring of the waste, mainte
nance of all important features of the 
facility providing containment of the 
waste, and ready retrieval of the waste to 
prevent any loss of control of potentially 
toxic material. 

An added advantage of this approach 
is that it allows for progress-the certain 
discovery in the future of more advanced 
and secure methods of waste contain
ment. As long as we do not lose control 
of the waste we put away now, we can 
incorporate the improved knowledge we 
are bound to gain in the future. In the 
meantime, however, we are assured-be
cause we have control of the wastes-that 
the public health and safety is adequately 
protected at all times. 

Title IV of the Nuclear Waste Policy 
Act requires the Secretary of Energy to 
submit to Congress_:_within a time cer
tain-a detailed proposal for a facility 
for the permanent disposal of spent fuel 
and high-level radioactive wastes from 
civilian nuclear activities in a manner 
whtch permits cont!nuous monitoring 
and ready retrieval of the fuel and wastes. 
Before any such facility would be built a 
subsequent act of Congress would be 
required. 

Submission of the proposal required by 
title IV would permit Congress to care
fully assess the merits and costs of long
term retrievable, monitored isolation of 
nuclear wastes. For the first time defini
tive action on a system of permanent dis
posal facHities would be possible without 
the uncertainties that have been the hall
mark of past efforts to locate a specific 
deep geologic formation-a granite struc
ture, a basalt formation, or a salt dome
where nuclear waste could be irreversibly 
consigned with reasonable assurances of 
safety. The facilities envisioned in title 
IV, while they would be locate<I under
ground, could in fact be safely sited in 
any State in the continental United 
States. If we adopt the policy suggested 
in tWe IV of the Nuclear Waste Policy 
Act, no individual State will be singled 
out as the "nuclear dumping ground for 
the Nation" solely because of the geologic 
characteristics of its subsurface. The 
connection between geologic identity and 
the attractiveness of a site for nuclear 
waste disposal will be broken. We will be 
free to pick a waste disposal site-or sev
eral waste disposal sites-to better con
nect the costs of nuclear power with the 
beneficiaries of nuclear power. 

STATE PARTICIPATION 

Finally, title VI of the bill confers on 
States and Indian tribes specific rights of 
consultation and concurrence in the sit-
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ing of permanent disposal facilities for 
civilian nuclear waste. The provisions of 
the Nuclear Waste Policy Act constitute 
a simplified version of the language 
adopted by the Senate in the 96th Con
gress. The policy is the same. Any State 
in which a permanent disposal facility 
for civilian nuclear waste may be lo
cated-or any Indian tribe on whose res
ervation such a facility may be located
has the right to enter into negotiations 
with the Secretary concerning the coor
dination and sharing of information and 
views concerning the proposed facility. 

In the event that a proposed facility 
reaches the point where application by 
the Secretary to the Nuclear Regulatory 
Commission for a construction license is 
appropriate, the State and, as the case 
may be, the Indian tribe would have the 
right to object to the proposed facility. 
All work on the facility would stop un
less the President submitted a statement 
to the Congress that concerns of the 
State or Indian tribe have been suffi
ciently addressed in the proposed proj
ect. Work on the facility could not be 
restarted if either House of Congress 
passes a resolution disapproving the 
President's statement. Thus the objec
tions of an affected State or Indian tribe 
prevail if either House of Congress agrees 
that a pro:Josed permanent disposal fa
cility for civilian nuclear waste fails to 
sufficiently address the concerns of the 
State or tribe. 

Mr. President, civilian nuclear power 
is very important to the energy future of 
this country. But for nuclear power to 
remain a viable energy option, we must 
set forth a definite and acceptable policy 
for the management of civilian nuclear 
wastes. We need . such a policy to deal 
with the civilian nuclear wastes we now 
have-which are considerable-and also 
to deal with the wastes which will be 
generated in the future. I believe that 
the Nuclear Waste Policy Act provides 
the necessary authorities for a careful 
and considered resolution of the current 
uncertainties in civilian nuclear waste 
management. I look forward to partici
pating with my colleagues in addressing 
this important issue and urge the con
vening of hearings on the bill at the ear
l:est convenient date. 

Mr. President, I ask unanimous con
sent that the text of the bill be printed 
in the RECORD at this point. 

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

s. 637 
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 "Nuclear Waste Pol
icy Act". 

TITLE I-FINDINGS AND PURPOSES 
FINDINGS 

SEc. 101. The Congress finds and declares 
that-

( a) a reliable system adequate to provide 
sufficient electrical energy to meet the 
Nation's current and anticipated needs is an 
essential part of a comprehensive national 
energy policy and is vital to national security 
and public welfare; 

(b) an adequate electrical system requires 
a diversified base of primary energy sources 
ln order to avoid excessive reliance upon any 
single alternative energy source; 

(c) a diverse base of primary energy 
sources can be achieved only if each avail
able source competes on an equal footing in 
decisions on the siting and construction of 
facilities for generating commercial electric 
power; 

(d) nuclear energy can-
( 1) make a significant contribution to na

tional supplies of electricity; 
(2) offer site-specific advantages in en

vironmental impact, cost, and fuel availabil
ity over other primary sources of energy; and 

(3) help reduce United States dependence 
on insecure sources of foreign oil; 

(e) lack of an effect! ve Federal policy for 
the interim storage of spent fuel and dis
posal of radioactive waste from civilian nu
clear activities unreasonably burdens the 
choice of nuclear energy as an alternative 
primary energy source in decisions on siting 
and construction and operation of power
plants and unduly constrains efforts to es
tablish a diverse base of primary energy 
sources; 

(f) the Federal Government has the re
sponsibility for the interim storage of spent 
fuel from civilian nuclear powerplants and 
the disposal of high-level radioactive waste 
from civilian nuclear activities in order to 
protect the public health and safety and pro
vide for the common defense and security. 

(g) the costs associated with the storage 
of spent fuel and the disposal of radioactive 
waste from civilian nuclear activities should, 
to the greatest extent practicable, be borne 
by the direct beneficiaries of such activities 
and should be considered in the selection or 
rejection of nuclear energy over alternative 
primary energy sources; and 

(h) the technology exists and is under 
development which would provide reasonable 
assurance that spent fuel and high-level 
radioactive waste can be safely disposed of 
and that disposal facilities for spent fuel and 
high-level radioactive waste can be ave.ilable 
when needed; 

PURPOSES 
SEc. 102. The purpose of this Act is to
(a) assume the Federal responsibility for 

the acquisition and interim storage of spent 
fuel from civilian nuclear powerplants and 
for the disposal of high-level radioactive 
waste from civilian nuclear activities; 

(b) establish a definite Federal policy for 
the disposal of high-level radioactive waste 
from civilian nuclear activities; 

(c) authorize the Secretary to-
( 1) acquire or construct at least one facil

ity for the interim storage of spent fuel from 
civilian nuclear powerplants; 

( 2) select a technology and design for a 
system comprised of at least one Federal 
facility for the disposal of high-level radio
active waste generated by civilian nuclear ac
tivities and to select a site -and design for 
the first component of such a system; 

(3) provide for the construction, operation 
and maintenance of nuclear waste storage 
and disposal facilities described in pam
graphs (1) and (2): 

(d) accelerate the examination and con
sideration of alternative technologies for the 
disposal of nuclear waste; and 

(e) provide for improved consultation and 
cooperation between the Federal Government 
and States and Indian Tribes in the siting of 
facilities for the interim storage of spent fuel 
from civilian nuclear powerplants and facil
ities for the disoosal of high-level radioactive 
wa<>te from civilian nuclear activities. 

TITLE IT-DEFINITIONS 
SEC. 201. As used in this Act the term-
( 1) "atomic energy defense activities of 

the Secretary" includes those activities and 
facilities of the Department of Energy car
ryin~ out the functions of-

(1) Naval reactors' development and pro
puision; 

(ii) wea~ons activities, verification and 
control technology; 

(iii) defense materials production; 
t i v) inertial confinement fusion; 
tv) defense waste management; and 
(vi) defense nuclear materials, security 

and safeguards, 
a.u as lnt:Luoed 1n the Department of Energy 
e:.j,.lj,.lropna~lon.s accoun~; m any nsca1 year lvt· 
s ... ~.n .LUnCtlOnS. 

t~) ··c1villan nuclear powerplant" means a 
utu1zatw41 or product .. on tac1l1ty xor tne 
generation ot. commerc1al power, as that 
pnrase 1s used in tne Atom1c Energy Act or 
lll54, which is or will be licensed unuer such 
Act; 

Fn "Commission" means the Nuclear Reg
ulatory Commission; 

t4) ··disposal" means the long-term isola
tion of material, including long-term moni
tored storage which perm1ts retrieval of the 
material stored; 

(5) "environmental impact statement" 
means any document prepared pursuant to 
or in compliance with the requirements of 
section 102(2) (C) of the National Environ
mental Policy Act of 1969 (83 Stat. 852): 

(6) "Governor" means the Governor of a 
State or successors to the Governor, during 
their respective terms of office, or their desig
nees; 

(7) "Indian tribe" means an Indian tribe, 
as defined in the Indian Self-Determination 
and Education Assistance Act (Public Law 
93-638): 

(8) •·permanent disposal" means the long
term isolation of radioactive waste for at 
least such period of time as the Commission 
determines ls necessary in order that the ra
dioactivity, heat generation and toxicity of 
such waste does not exceed the radioactivity, 
heat generation and toxicity of naturally oc
curring uranium. 

(9) "repository" means a facility for the 
disposal of high-level waste, transuranic con
taminated waste, or spent nuclear fuel, whe
ther or not such facility is designed to per
mit the subsequent recovery of such ma
terial, except for facilities to be used ex
clusively for research and development pur
pose3 and containing an insignificant amount 
of such material; 

(10) "safe repository" means any under
ground facility for the permanent disposal 
of transuranic waste, high-level radioactive 
waste, spent nuclear fuel or any combination 
of such wastes or fuel, whether or not such 
facility is designed to permit the subsequent 
recovery of the materials placed in the repos
itory, and whether or not such safety is 
achieved solely by the characteristics of the 
medium in which the facility is located or by 
a combination of such characteristics with 
appropriate engineered structural contain
ment, waste form and packaging, monitoring 
and maintenance of such facility. 

( 11) "Secretary" means the Secretary of 
Energy; 

(12) "spent fuel" means nuclear fuel that 
has been irradiated in and recovered from a 
civilian nuclear powerplant: 

(13) "State" means , any State of the 
United States, the District of Columbia, and, 
subject to the provisions of Public Law 96-
205, the Commonwealth of Puerto Rico, the 
Virgin Islands, Guam, the Northern Maria
ana Islands, the Trust Territory of the Pa
cific Islands, and any other territory or pos
session of the United States; and 

(14) "test disposal" means the emplace
ment in a repository of an amount in excess 
of 100 canisters of spent nuclear fuel, high
level wastes or transuranic contaminated 
waste. 
TITLE III-INTERTM STORAGE OF SPENT 

FUEL FROM CIVILIAN NUCLEAR POW
ERPLANTS 
SEc. 301. (a) It is the policy of the Federal 

Government to provide, as soon as possible, 
an assured and predictable capacity for the 
interim storage of spent fuel from clvi11an 
nuclear powerplants. 



March 5, 1981 CONGRESSIONAL RECORD-SENATE 3691 
(b) The policy under subsection (a.) shall 

provide for-
( 1) ma.ximlzing, by ut111za.tion of available 

spent fuel pools to the maximum practical 
extent, the storage of such spent fuel at the 
site of each civ111a.n nuclear powerpla.nt; and 

(2) the etsa.blishment of a. Federally owned 
and operated system for the interim storage 
of spent fuel at one or more away-from
reactor fac111ties. 

SEc. 302. The Secretary, the Commission 
and other appropriate Federal omcia.ls shall 
take such actions as they consider necessary 
to encourage and expedite the use of avail
able storage at the site of each civ111an nu
clear powerplant consistent with-

(a.) the protection of the public health 
and safety; 

(b) economic considerations; 
(c) continued operation of the powerplant; 
(d) the sensib111ties of the population sur-

rounding such powerplant; and 
(e) otherwise applicable law. 

SEc. 303. (a) The Secretary, consistent with 
such criteria. as he prescribes under the pol
icy set forth in section 301, shall ot!er to 
enter into, and may enter into, contracts 
wlth persons owning, or planning to own, 
civlllan nuclear powerplants. Those contracts 
shall provide that the Federal Government 
wlll ( 1) take tltle to spent fuel from the 
powerplants, (2) transport the spent fuel to 
Federally owned and operated interim away
from-reactor storage faclllties and store such 
fuelln the facilities, and (3 ) dispose of wsste 
products associated with such spent fuel. 

(b) Nothing in this Act authorizes the 
Secretary to take title to spent fuel, trans
port spent fuel or dispose of spent fuel or 
the waste products associated with spent 
fuel from a. nuclear powerplant not located 
within the United States. 

SEc. 304. A contract entered into under 
section 303 shall provide-

(a) for a. one-tlme payment at the tlme 
the Federal Government acquires the spent 
fuel of a charge per unlt of spent fuel, as 
such unit is defined by the Secretary, which 
charge is determined by the Secretary to be 
adequate to cover-

( 1) the cost of transportation of such 
spent fuel; 

(2) the proportion of the costs of the con
struction and the operation, maintenance 
and decommissioning of Federal in terlm 
away-from-reactor storage fac111ties which 
proportion is associated with such spent 
fuel ; and 

(3) a. surcharge to reflect the cost of per
manent disposal of high-level radioactive 
waste associated with such spent fuel; 

(b) for the retention by the owner of such 
spent fuel of a nontransferable right to the 
value of the remaining fuel resource less the 
costs of recovery, as determined at the time 
of recovery. The right ends when the Federal 
Government--

( 1) takes action resulting in the recovery 
of the remaining fuel resource, and 

(2) gives to the owner of the right an 
amount of money equal to the value of the 
recovered fuel less the costs of recovery; 

(c) that title to the spent fuel together 
with all rights to such fuel , except as other
wise provided in this Act, passes to the Sec
retary at the site of the powerplant at the 
time the Secretary takes possession of the 
spent fuel; 

(d) that the contract becomes effective 
when the interim away-from-reactor storage 
faclUty is available as determined by the Sec
retary by notice in the Federal Register; and 

(e) for adjustment and recalculation of 
the one-time payment established under sub
section (a) of this section and assessment of 
any difference to be paid or reimbursed at the 
time such spent fuel or associated radioactive 
waste is placed in permanent disposal. 

SEc. 305. (a) The Secretary shall provide 
notice of intent to enter into such contracts 

by publishing notice in the Federal Register 
not later than one hundred and eighty days 
after the date of the enactment of this Act. 
Such notice shall contain such information 
as the se~retary considers appropriate con
cerning proposed terms and conditions of 
such contracts. 

(b) The secretary shall est ablish the one
time payment charge per unit of s-;ent fuel 
required by subsection 304(a) on an annual 
basis, based on calculation of the costs and 
surcharge llsted in subsection 304(a), and 
shall publlsh such annual one-time payment 
charge and the calculation thereof in the 
Federal Register. Each one-time payment 
charge shall become effective thirty days after 
publication and shall remain effective for a 
period thereafter of twelve months as the 
charge for the costs and surcharge listed in 
subsection 304(a) for anv spent fuel , title to 
which is transferred to the Federal Govern
ment during that twelve-month period. 

SEc. 306. (a) The Secretary shall construct 
or acquire at least one away-from-reactor 
fac111ty for the interim storage of soent fuel 
from civllian nuclear powerplants. The facil
ities shall-

(1) be made available in adequate caoacity 
and in a timely manner to accommodate all 
spent fuel for which commitments have been 
made purst,ant to section 303 of this Act; and 

(2) be subje::t to a license under the oro
visions of section 202 f3) of the Ener'!y Reor
ganization Act of 1974 (88 Stat. 1233) . 

(b) The Secretary. in nrouidin~ for t he 
transportation of spent fuel under this Act, 
shall utilize by cont ract private indust ry to 
the fullest extent possible in each asoect of 
such trans ... ortation. The Secretary shall use 
direct Federal services for such trans"'orta
tion only uoon a de+ermination of the se~re
tary of Transportation, in consultation with 
the Secretary, that private indust rv is 11nable 
or unwllllng to provide s11ch transnort a.tion 
servir-es at reasonable cost. The authoritv of 
the Secretarv to enter int o contracts undP-r 
this section shall be limited to the extent. and 
in such ammmts as are provided in appro
priations Acts. 

(c) The Secretary and the Commission, 
on a continuing bas~s. shall anR.lyze and 
make projections of the availablllty when 
nee::ie::l of spent fuel transuortation casks 
req11ired to support Federal- tra.ns"'ortation 
re~uirements pursuant to subsect ion (b). 
The secretary and the Commlssion are 
authori.,.ed and directed to take snch actions 
as the Secretary and the Commission, respec
tively, deem necessary !lnri a.pproT)riate to 
ensure the timely ava1Ia.b1Uty when needed 
of such ST')ent fuel transoortatlon caslrs. 

SEc. 307. When an int erim awav-from
reactor storaee facllity is avallable. the Sec
retary shall ta'ke possession of and transport 
to a designR.ted storage fac111ty anv spent 
fuel cove,.ed by a contract made under sec
tion 303 of thls Act. The Secretarv shall take 
this action within thirty days aft er the date 
on which the owner of such spent fuel pro
vides notice in writing to the Secretary that 
such spent fuel is avallable. 

SEc. 308. Funds made available to the Sec
retary for the purpose of-

(a) acquiring plant and capital equip
tnent or land; or 

(b) for planning, construction, or modi
fication of fac111ties, 
to make available faclllties for the interim 
storage of spent fuel from civllian nuclear 
powerplants away from the reactor under 
any law malrin~ appropriations of funds or 
authorizations for appropriations of funds 
for the fiscal year ending September 30, 
1979, the fiscal year. ending September 30, 
1980, and the fiscal year ending Seotember 
30, 1981, including funds authorized and 
appropriated for Project 79-1-p (Away
From-Reactor Spent Nuclear Fuel Storage 
Capactty) in any legislation authorizing 
appropriations for the Department of 

Energy, shall be avallable to carry out the 
purposes of section 306. 

SEc. 309. (a) In carrying out the pro
visions of sections 301 through 308 with 
regard to any fac111ty for the interim storage 
of spent fuel from civllian nuclear power
plants which the secretary is authorized by 
section 30'>(a) to construct or acquire, the 
secretary shall: 

( 1) as soon as practicable, but not later 
than 90 days after enactment of this section, 
notify in writing the Governor and the legis
lature of any State in which is located a 
potentially acceptable site for such a fac111ty 
or an existing fac111ty potentially suitable 
for interim storage of spent fuel of the Sec
retary's intention to investigate that site 
or fac111ty; 

(2) during the course of investigation of 
such site or fac111ty, keep the Governor and 
the legislature currently informed of the 
progress of work and results of the 
investigation; 

(3) at the time of selection by the Secre
tary of any site or existing fac111ty, but prior 
to undertaking any site-specific work or 
alterations, promptly notify the Governor 
and the legislature in writing of such selec
tion; and 

(4) throughout the course of any subse
quent work on that site or existing fac111ty, 
furnish the Governor all relevant informa
tion on a current basis and provide him with 
the opportunity for review and comment 
from time to time. 

(b) If within a reasonable time after the 
Governor has received notice of selection re
quired by subsection (a ) (3), the Governor 
notifies the Secretary in writing of his objec
tions to the facillty, the Secretary shall sus
pend furt her work on such fac111ty and 
promptly transmit the Governor's objed ions 
together with the Secretary's comments and 
recommendations to the President. 

(c) Unless within ninety days after receipt 
of the Secretary's notification under subsec
tion (b) the President determines that such 
fac111ty is essential to the national interest, 
the Secretary shall terminate activities 
specific to the fac111ty. Such determination 
shall not be subject to judicial or administra
tive review. 

(d) During the regulation and monitoring 
of the fac111ty , the Governor or his designee 
shall have the right to be currently informed 
of all relevant facts and matters, and shall 
have access to all relevant documents, and 
have the right to review and comment on 
such matters from time to time. 

SEc. 310. Section 202(3) of the Energy Re
organization Act of 1974 is amended to read: 

" (3) Fac111ties used primarlly for the re
ceipt and storage of high-level radioactive 
wastes or spent fuel resulting from activities 
licensed under such Act or spent fuel from 
foreign reactors transferred under a subse
quent arrangement authorized under such 
Act.". 

SEC. 311. Transportation of spent fuel un
der section 303(a) shall be subject to 11-
censing and regulation by the Commission 
as provided for transportation of commercial 
spent fuel under existing law. 

TITLE IV-DISPOSAL OF HIGH-LEVEL RA
DIOACTIVE WASTE RESULTING FROM 
CIVILIAN NUCLEAR ACTIVITIES 
SEc. 401. It is the policy of the Federal 

Government to provide, consistent with sec
tion 301, a federally owned and operated sys
tem for the permanent disposal of all high
level radioactive waste resulting from civll
ian nuclear activities. 

SEC. 402. Within one year after the date uJ. 
the enactment of this Act , the secre~a:uy ~:>mut 
transmit to the Congress a proposal for the 
construction of one or more safe repositories 
for the permanent disposal of high-level 
radioactive waste resulting from civ111an nu
clear activities. Such repositories shall be 
designed to-



3692 CONGRESSIONAL RECORD-SENATE March 5, 1981 

(a) accommodate spent fuel from civilian 
nuclear activities without reprocessing, as 
well as the high-level radioactive waste from 
other civilian nuclear activities, including 
reprocessing of such spent ~uel if such re
processing is undertaken m the United 
States; 

(b) permit continuous monitoring, man
agement, and maintenance of the spent fuel 
and high-level radioactive waste for the fore
seeable future ; and 

(c) provide for the ready retrieval of any 
spent fuel and high-level radioactive waste 
for further processing or disposal by an al
ternative method. 

SEc. 403. The proposal shall include-
(a) the general description, cost estimates, 

and construction schedule for a permanent 
disposal system which shall be initial~y 
designed for a capacity adequate at a m int
mum to receive in a timely manner the high
level radioactive waste produced by all on
going civilian nuclear activities and the 
spent fuel from the operation of all civilian 
nuclear powerplants for which any applica
tion for any Federal license or permit has 
been received prior to the date of the e11:act
ment of this Act; and 

(b) site-specific designs, specifications, and 
cost estimates adequate to solicit bids for 
the construction of an initial safe repository 
within the system which will demonstrate 
the feasib111ty of permanent disposal of spent 
fuel and high-level radioactive waste in a 
manner which permits retrieval of such fuel 
and waste and which has capacity of at least 
one thousand spent fuel rods along with a 
volume of processed high-level radioactive 
waste from civ111an activities limited to the 
amount sufficient to accomplish such demon
stration. 

SEt. 404. In formulating the proposal, th<l 
Secretary shall consult with the Commis
sion and the Environmental Protection 
Agency, and shall transmit their comments 
on the final proposal to the Congress to
gether with the proposal. 

SEc. 405. (a) Preparation and transmittal 
of the proposal to the Congress is not a major 
Federal action significantly affecting the en
vironment within the meaning of section 102 
(2) (C) of the National Environmental Policy 
Act of 1969 (83 Stat. 852) but an environ
mental assessment shall be prepared on the 
proposal to accompany such transmittal 
based upon available information regarding 
alternative technolo!!ies for waste dis>;>osal. 

(b) When Congress authori:res construc
tion of the initial safe repository, the re
auirements of the National Environmental 
Policy Act shall apply, except that any en
vironmental impact statement in connec
tion with such fac111ty need not consider any 
alternative to the design criteria set forth 
in section 402 of this Act as may have been 
amended by such subsequent congressional 
authorization. 

(c) Any facility authorized under this title 
shall be subject to a license under section 
202 (3) of the Energy Reorganization Act of 
1974 (88 Stat. 1233), except that in its con
sideration of the application filed by the 
Secretary for the initial fac1lity, the Com
mission may not consider any alternative to 
the design criteria set forth in section 402 of 
this Act but shall comply with the require
ments of the licensing process as otherwise 
provided by law. 

(d) (1) Beginning the first fiscal year after 
the commencement of construction of any 
safe repository under section 402 the Secre
tary shall, to the extent provided in appro
priations Acts, and subject to the provisions 
of this subsection, make annual impact aid 
payments to any appropriate local govern
ment with respect to such re~ository-

(A) which repository is located within the 
jurisdictional boundaries of such govern
ment, 

(B) which is determined by the Secretary 
to have a substantial impact on such gov
ernment, and 

(C) where the construction of such reposi
tory, or any modification thereof, is com
pleted after the effective date of this Act, 
and, in the case of a modification of an 
existing facility, such modification substan
tially increases the capacity of such re
pository. 

(2) The Secretary shall by rule establish a 
formula under which payments wlll be made 
under this subsection for any fiscal year. In 
developing such formula , the Secretary shall 
identify, and take into account, the local 
governmental services provided to the Secre
tary concerning such repository and the as
sociated costs to the governments providing 
such services as the result of such repository. 
The Secretary may enter into negotiations 
with any appropriate local government in 
advance of commencement of construction 
of any safe repository to determine the mag
nitude of the payments such government 
would receive under the formula with respect 
to such repository. 

(3) Payments made pursuant to this sub
section shall be made solely from the fund 
established under section 501. The authori
zation of payments under this subsection is 
not an obligation of the United States. 

(4) No payment may be made under this 
subsection with respect to any land or inter
ests in land owned by the United States and 
ad,ministered by any Federal agency (other 
th'an the Secretary), without regard to how 
the United States obtained ownership 
thereof, including lands or interests therein 
acquired or withdrawn by a Federal agency 
for purposes of such agency and subse
quently made available to the Secretary for 
such fac111ties. 

( 5) As used in this subsection, the term 
"local government" means a county, parish, 
township, municipality, borough existing 1n 
the State of Alaska on the date of the en
actment oi this subsection, or other unit of 
government below the State which is a unit 
of general government as determined by the 
Secretary. 

SEc. 406(a) . The Secretary shall continue 
and accelerate a program of research, devel
opment, and investigation of alternative 
means and technologies for the permanent 
disposal of high-level radioactive wastes 
from civilian activities, atomic energy de
fense activities of the Secretary and Federal 
research and development activities. Such 
program shall include examination of vari
ous waste disposal options including, but 
not limited to-

(1) permanent disposal in naturally oc
curring geologic formations ; 

(2) advanced technologies for the long-
term retrievable isolation of nuclear waste; 

(3) placement in deep ocean sediments; 
(4) placement in very deep drill holes; 
(5) placement in a mined cavity in a man

ner which leads to rock melting; 
(6) partitioning of reprocessing waste and 

transmutation of radionuclides; and 
(7) ejection into space. 
(b) The programs to be carried out under 

subsections (a) shall include-
(1) collection of baseline data and envi

ronmental information about potential dis
posal sites; 

(2) dissemination of fundamental scien
tific information; 

(3) development, analysis , and validation 
of predict! ve models; 

(4) extensive, independent, objective re
view of results by scientific experts, and of 
proposed facilities and operations through 
the licensing process; 

( 5) practical experience, including careful 
monitoring of radioactive waste isolation 
systems; 

(6) a demonstrated capab111ty to take any 
needed corrective or mitigating actions; and 

(7) an ongoing research and development 
program to increase the state of knowledge 
about the disposal of nuclear waste. 

(d) The Secretary shall re ;:: ort to the Con
gress his findings and recommendations re
sulting from the program authorized by this 
section, as follows-

( 1) as a part of the annual report re
quired by section 657 of the Department of 
Energy Organization Act (91 Stat. 565) the 
Secretary shall report concerning the status 
of the program; and 

(2) from time to time, the Secretary shall 
make recommendations arising from his 
studies concerning the advisab111ty of modi
fying or replacing the technology adopted 
under section 402 of this Act. 
TITLE V-FINANCIAL ARRANGEMENTS 

SEc. 501. (a) There is hereby established 
in the Treasury of the United States a sepa
rate account to provide for (1) the construe. 
tion and operation of Federal away-from
reactor interim storage fac111ties for spent 
fuel, (2) the disposal of such spent fuel or 
high-level radioactive waste from civ111an 
nuclear activities, and (3) the handling and 
transportation of such spent fuel or waste. 
Amounts appropriated under sections 308 
and 502 (b) or otherwise appropriated to the 
Secretary to carry out any of the purposes 
of titles III and IV (except section 406), all 
charges under section 304, receipts derived 
from the sale of any reprocessed fuel, and 
the proceeds from any obligations issued 
pursuant to section 502 of this title shall 
be deposited into the account. 

(b) To the extent or in such amounts as 
are provided in appropriations Acts, the Sec
retary may draw on such account to carry 
out the purposes of titles III and IV (ex
cept section 406). 

SEc. 502. (a) To carry out the purposes of 
titles III and IV (except section 406) the 
Secretary may borrow money from the 
Treasury of the United States in amounts 
provided in appropriation Acts, but not more 
than $300,000,000. The Secretary and the 
Secretary of the Treasury shall agree on 
terms, maturities, and conditions of the ob
ligations, but the maturities may not be 
more than thirty years. The Secretary may 
redeem the obligations before maturity. The 
Secretary of the Treasury shall decide the 
interest rate of the obligations considering 
the average market of outstanding market
able obligations of the United States Gov
erriment of comparable maturities during 
the month before the obligations are issued. 
The interest payments on such obligations 
may be deferred with the approval of the 
Secretary of the Treasury but any interest 
payment so deferred shall bear interest. Such 
obligations shall be issued in amounts and 
at prices a!>proved by the Secretary of the 
Treasury. The Secretary of the Treasury shall 
purchase any obligations of the Secreta:-y 
issued under t.his section and for this pur
pose the Secretary of the Treasury is au
thorized to use as a public debt transaction 
of the United States the proceeds from the 
sale of any securities issued under the Sec
ond Liberty Loan Bond Act. Securities mwy 
be issued under that Act to purchase obliga
tions from the Secretary under this section. 

(b) There is authorized to be appropriated 
for the fiscal year ending September 30, 1982, 
to carry out the purposes of titles III and 
IV (except section 406) no more than $200,-
000,000, such amounts to remain available 
until expended. 

(c) Appropriations made available under 
sections 308 and subsection (b) and any 
other appropriations made to the Secre_tary 
to carry out the purposes of titles III and IV 
(except section 406) shall be repaid into the 
General Fund of the Treasury out o! the 



March 5, 1981 CONGRESSIONAL RECORD-SENATE 3693 

account. together wlth interest until the 
date of repa.yment at a. rate determined by 
the Secreta.ry of the Treasury taking into 
considera.tion the average market on long
term obligations of the United States during 
the fiscal year in which such appropriations 
are made. The Secretary shall repay such 
appropriation together with interest within 
thirty years from the time at which such 
appropriations become available for expendi
ture after the date of enactment of this 
Act, and no appropriations to the Secretary 
are authorized to carry out the purposes o! 
titles III and IV (except section 406) unless 
the amounts appropriated are deposited into 
the account established in section 501 (a). 
TITLE VI-8TATE ROLE IN NUCLEAR 

WASTE REPOSITORY SITING 
APPLICATION 

SEc. 601. (a) The provisions of this title 
shall not apply to the transportation, man
agement, or disposal of spent fuel or radio
active waste from atomic energy defense ac
tivities of the Secretary or Federal research 
and development activities. 

(b) Any facmty established or operated 
exclusively for the disposal of spent fuel or 
radioactive waste produced by atomic en
ergy defense activities of the Secretary or 
Federal research and development activities 
shall not be subject to the provisions of this 
title. 

COOPERATIVE AGREEMENT 

SEc. 602. (a.) The Secretary shall identify 
the States with one or more potentially ac
ceptable sites !or a. repository, including test 
disposal o! high-level or transuranic wastes. 
Within ninety days of such identification, 
or within ninety days of enactment o-! this 
Act, the Secretary shall notify the Governor, 
the State legislature, and the Tribal Council 
o! any affected Indian tribe in any affected 
State o! the po-tentially acceptable sites 
within each State. 

(b) Each State and Indian tribe notified 
under subsection (a) shall have the right 
to participate in a. process of consultation 
and concurrence, based on public health and 
safety concerns, in all stages o-f the plan
ning, siting, development, construction, and 
operation o! a. repository. The Secretary shall 
promptly enter into negotiations with each 
such State and Indilan tribe to establish a 
cooperative agreement under which the State 
and Indian Tribe may exercise such right. 
Public participation in the negotiation of 
such agreement shall be provided for and 
-encouraged by the Secretary, the States and 
the Indian trioes. The Secretary, in coopera
tion with the States and Indian tribes, shall 
develop and publish minimum guidelines 
for public participation in such negotiations, 
but the adequacy of such guidelines or any 
!allure to comply with these guidelines shall 
not be a basis for judicial review. 

(c) The cooperative agreement may in
clude, but need not be limited to, the shar
ing in accordance with applicable law of all 
technical and licensing information, the 
ut111zation of available expertise, the facUi
tating or permitting procedures, joint proj
ect review, and the fo-rmulation of joint sur
veillance and monitoring arrangements to 
carry out applicable Federal and State laws.. 
Such cooperative agreement shall provide 
procedures for resolving oblections of the 
State and Indian tribe in any stage of the 
planning, siting, development, construction 
or operation of such a. !ac111ty within the 
State: Provided, however, That any such 
agreement shall no-t affect the Commission's 
authority under existing law. 

(d) For the purpose of this tit.le the term 
"process of consultation and concurrence'' 
means a methodology by which the Ser.retarv 
(1) keeps a. State or Indian tribe fully and 
currently informed about the asoects of the 
project related to any potential Impact on 
the public health and safety, (2) solicits, 

receives, and evaluates concerns and objec
tions of the State or Indian Tribe with re
gard to such aspects of the project on an 
ongoing basis, and (3) works diligently and 
cooperatively to resolve such concerns and 
objections. 

(e) The Secretary, the State and, as the 
case may be, the Indian Tribe shall seek to 
conclude the agreement under subsection (b ) 
not later than one year after the date of 
notification under subsection (a) . The Secre
tary shall report to the Congress annually 
thereafter on the status of efforts to resolve 
objections under any agreement approved 
under subsection (c). Any report to the Con
gress on the status of negotiations under 
subsection (b) or the agreement under sub
section (c) by the Secretary shall be ac
companied by comments solicited by the 
Secretary from the State and, as the case 
may be, the Indian Tribe. 

SEC. 603. (a ) In carrying out the provisions 
of sections 401 through 405 with regard to 
any safe repository !or the permanent dis
posal of spent fuel and high-level radioactive 
waste !rom civlllan nuclear activities which 
repository is or may be proposed by the Sec
retary under such sections !or subsequent 
construction authorization by Congress, or 
any safe repository so proposed, the construc
tion of which has been authorized by Con
gress, the Secretary shall-

( 1) as soon as practicable, but prior to 
initiation of any onslte investigation in any 
State, notify the Governor, the le~islature of 
such State and any affected Indian Tribe in 
writing of his intention to initiate such in
vestigation; 

(2 during the course of investi~a.tlon of 
any site, keep the Governor. the legislature 
and any such Tribe currently informed of 
the progress of work and of results of the 
investigation; 

(3 ) at the time of selection by the Sec
retary of any site for such a safe repository, 
but prior to undertaking any site-specific 
design work, promptly notl!y the Governor, 
the legislature and the Tribe in writing of 
such selection; 

(4) throughout the course of any subse
quent design work and site verification ac
tivities provide continuing access to desig
nees of the Governor and the Tribe to the 
design and other information developed 
which the Secretarv determines is relevant 
and P,rovide O!>portuntty for review and 
comment by the Governor and the Tribe 
from t ime to time during such work and 
activities: and 

(5) notify the Governor. the le.e-islature 
and the Tribe in writing at least nin-etv days 
prior to formal a!>olication bv the Secretary 
to the Commission for a construction per
mit for such safe repository. 

(b) To the extent practicable, actions of 
the Secretary under this section shall be 
consistent with any agreements concluded 
under section 61l2 hetween the Secretary and 
such State and Tribe. 

(c) If at anv time after the Governor or 
an affected Tndian Tribe has received notice 
of site selection, but no later than ninety 
days after receipt of notice untier suhsection 
(a) of intent to file an aool1e11tion for a 
construction permit with the Commi~sion, 
the Governor or t.he Jncihm Trihe notifies 
the Secretary in writine- of oblect.ions to the 
proposed safe repository. t.'be Secret.s~rv shall 
suspend further stte-spe,..lfic activities on 
such repository and promotlv transmit such 
ob~ecttons together wtt.h the Secretary's 
comments and recommendations to the 
Congress and the 'President. 

(d) If the President determines that-
(1) a. safe repository which is the subject 

of a. notification under subsection (c) ts es
sential to the national interest and 

(2) the concerns of the State and. as the 
case may be, the Indian tribe, have been ad
dressed to an extent sumcient for the Secre-

tary to apply to the Commission !or a license 
to construct such repository. 
the President shall submit a. statement to 
that effect to the Congress under procedures 
set forth in section 551 of the Energy Policy 
and Conservation Act (42 U.S.C. 6521). Any 
determination by the President under this 
subsection shall not be subject to judicial 
review. Such statement shall be subject to 
review as if it were an "energy action" under 
such section 551. The Secretary may con
tinue activities on the fac111ty referred to in 
subsection (c) on the 60th day after the 
submission of such statement unless one 
House of Congress enacts a disapproval reso
lution under 42 U.S.C. 6421. 

(e) ( 1) For purposes of this section any 
reference in 42 U.S.C. 6461 to a period of 

(A) 15 calendar days shall be considered 
to be a reference to 60 calendar days; and 

(B) 5 calendar days shall be considered to 
be a reference to 20 calendar days. 

(2) For purposes of this section any ref
erence in 42 U.S.C. 6461 to a. "resolution" 
shall mean only a re.o;olution of either House 
of Congress described in subparagraph (A) or 
(B) of this paragraph. 

(A) A resolution of the matter after the 
resolving clause of which is as follows: "That 
the--- does not believe that the proposed 
development of a repository at --- with
in the State of --- referred to in the 
statement transmitted to Congress by the 
President on --- sufficiently addresses 
the concerns of such State and any affected 
Indian Tribe within such State". 

(B) A resolution the matter after the re
solving clause of which is as follows : "That 
the--- believes that the proposed devel
opment of a. repository at--- within the 
State of--- referred to in the statement 
transmitted to Congress by the President 
on --- sufficiently addresses concerns of 
such State or any affected Indian tribe with
in such State". 

The first blank space of any such resolu
tion shall be filled with the name of the 
resolving House, and the other blank spaces 
shall be appropriately filled. 

(f) For purposes of this section the term 
"affected Jndian Tribe" means an Jndian 
Tribe upon whose reservation a. repository 
will be sited.e 

By Mr. BENTSEN: 
S. 638. A bill to amend the Internal 

Revenue Code of 1954 to allow individ
uals to compute the amount of the deduc
tion for payments into retirement sav
ings on the basis of the compensation of 
their spouses, and for other purposes; to 
the Committee on Finance. 

HOMEM.'\KERS IRA BILL 

• Mr. BENTSEN. Mr. President, I rise 
today to introduce a bill with an im
portant dual purpose-to meet the social 
goal of greater retirement security and 
to advance the economic objective of in
creased saving-s and investment. I pro
pose the homemakers, who make an in
valuable econom;c contribution to the 
welfare of our country, be eligible to pro
vide for their own retirement to the 
establishment of individual retirement 
accounts, at the same $1,500 contribution 
rate currently available for a working 
spouse. 

Under present law, wage earners who 
do not participate in another retirement 
plan may receive a tax deferral from IRA 
contributions equal to the lesser of 15 
percent of earned income or $1,500. The 
IRA limit is $1,750 at the wage earner 
who himself is eligible to establish an 
IRA elects to set up a spousal IRA. The 
homemaker retirement bill will allow the 
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homemaker to set up an mA regardless 
of the type of retirement plan, if any, 
the working spouse has. It would permit 
the annual contribution of up to $1,500 
by the homemaker and the working 
spouse each, for maximum contribution 
of $3,000-in lieu of the current maxi
mum $1 ,750 spousal contribution. 

This is a very simple proposal for in
dividuals to understand and for the IRS 
to administer. The bill merely extends 
the numbers of individuals currently eli
gible to establish an ffiA. It is not a com
plex tax exemption. IRA's provide tax 
deferral until the money is taken out at 
the time of retirement. 

Mr. President, financial security in 
retirement will become increasingly diffi
cult to achieve in the years to come. By 
the tum of the century, 13 percent of our 
population will be over age 65. Older 
persons are living longer, retiring earlier 
and becoming increasingly dependent 
upon retirement income programs. At the 
same time, the declining birth rate will 
mean fewer workers supporting more 
beneficiaries in the social security system. 

In 1935 there were nine workers for 
every aged person. In 1977 the worker-to
age ratio was 4 to 1, and there were three 
workers for every social security benefi
ciary. By the year 2030 there will be two 
workers for every one beneficiary. It is 
easy to see that the social security system 
cannot take this kind of overload. The 
economic crunch that limited resources 
and expanding costs-is already upon us. 

One way to ease the burden on the 
system is to enable an encouraged person 
to provide for their own retirement. It 
was with this idea in mind that Congress 
included the Employee Retirement In
come Security Act of 1974 <ERISA) pro
visions which would have allowed indi
viduals not participating in qualified pri
vate or governmental programs to set up 
their own retirement plans. The home
maker retirement bill will extend the 
rationale of this provision to enable an 
important group of individuals with no 
current means of providing for their re
tirement to do so-the 30 to 50 million 
American homemakers are rapidly ap
proaching retirement age without any 
type of retirement plan. 

These individuals have devoted many 
years of self -sacrificing unpaid work to
ward the welfare of the family. These 
homemakers often face financial crisis 
when confronted with an untimely death 
of the working spouse before retirement 
age, a dissolved marriage, or old age with 
only minimum social security benefits for 
their support .. I feel that it is about time 
we recognized the contributions of these 
hard-working homemakers and give 
them the opportunity that they have 
earned to provide for their own retire
ment security. 

I have long argued that our present tax 
system is biased against savings. We need 
to constantly be looking for ways to en
courage savings which provide a greater 
source of capital for the investment 
needed to promote economic growth and 
boost productivity. This simple and equi
table IRA eligibility extension is one such 
option. The average American should 
have the opportunity to invest in an 
easily understandable, fully vested re-

tirement plan which will in tum generate 
much needed capital flow into the 
economy. 

Finally, Mr. President, I feel that it 
is about time that homemakers were 
given equal treatment under ERISA. 
Though they do not work for wages, the 
Nation's homemakers do very real work 
with very long hours. It is about time 
that we recognized the economic value 
of their labor. Homemakers, like the self
employed and those whom employment 
does not offer a retirement plan deserve 
and require the opportunity to provide 
for financial security in old age. They 
should not have to rely on uncertain sur
vival benefits, dwindling social security 
funds, or welfare. 

The homemakers retirement bill en
courages these individuals to take inde
pendent action to establish their own 
retirement funds, thus providing them 
with the means to live their later years 
in the dignity and the self-respect which 
is rightfully theirs.• 

By Mr. PACKWOOD Cfor himself 
and Mr. BENTSEN): 

S. 639. A bill to amend the Internal 
Rvenue Code of 1954 with respect to the 
income tax treatment of incentive stock 
options; to the Committee on Finance. 
INCOME TAX TREATMENT OF INCENTIVE STOCK 

OPTIONS 

e Mr. PACKWOOD. Mr. President, Sen
ator BENTSEN and I are today introduc
ing legislation which would create a new 
category of stock options called "incen
tive stock options." 

This bill is substantially the same as 
was approved by the Senate Finance 
Committee in September 1980 as an 
amendment to the tax reduction of 1980 
CH.R. 5829). That bill died at the end 
of the 96th Congress. 

This new class of stock options fea
tures those provisions, taken from both 
the pre-1964 laws governing restricted 
stock options and the later qualified op
tions, which offer the greatest incentives 
and safeguards. This bill promotes pro
ductivity by restoring a valuable form 
of noncash compensation that both low
ers labor costs and resulting product 
prices while motivating superior per
formance by employees. It would give 
more people a vested interest in their 
firm and enable small, growing compa
nies to compete with large, established 
corporations in attracting top-caliber 
employees. 

THE PRODUCTIVITY PROBLEM 

In the past decade, the United States 
has experienced a serious and steady de
cline in its productivity growth rate. It 
has become clear that this drop is not 
a temporary aberration or a cyclical 
phenomenon. The economic implications 
of lagging productivity growth make it 
essential for Congress to act to reverse 
this trend. 

The move to stimulate the supply of 
resources and output in the economy re
ceived a boost in 1978. After years of 
consumption-oriented tax measures, 
1978 saw Congress focus on a tax policy 
designed to stimulate economic growth 
and capital formation. This was an ex-

cellent beginning. But as the Joint Eco .. 
nomic Committee recently concluded: 

Some of the tax changes in the Revenue 
Act of 1978 will stimulate investment. But 
these are not sUfficient. 

Incentive stock options allow a fur
ther step in the direction of greater pro
ductivity growth by making it easier for 
new companies to start up and grow. 

ROLE OF SMALL BUSINESS 

Small growing companies provide 
more than their share of technological 
innovation and job growth. They can 
continue to contribute this sort of eco
nomic dynamism, however, only if they 
are successful in attracting and motivat
ing highly talented employees. 

Incentive stock options significantly 
improve the ability of young companies 
to compete successfully for capable in
dividuals. These smaller businesses are 
often unable to offer the job security or 
the salary levels that are available in 
larger corporations. But since the stock 
of smaller companies often grows at a 
more rapid pace than larger companies, 
stock options in these businesses can be 
extremely attractive, thereby providing 
an incentive for talented individuals to 
risk their careers in the uncertainties of 
a new venture. 

LEGISLATIVE HISTORY 

In the past, there has been some de
gree of controversy over stock options. 
Until the early sixties, companies could 
offer such incentives in the form of re
stricted stock options. In 1963, the Ken
nedy administration recommended that 
these provisions be repealed. The ad
ministration argued that since individ
uals were taxed on personal service in
come at rates up to 92 percent, but long
term capital gains were taxed at only 25 
percent, stock options allowed too much 
conversion of ordinary income into cap
ital gains. Congress first limited the 
value of options, creating the "qualified 
stock option" in 1964, then phased out 
all stock option preferences in 1976. 

Today, circumstances are consider
ably different. Changes in the Tax Code 
have drastically reduced the sheltering 
effects of stock options. The maximum 
tax rate on personal service income is 
now 50 percent and the capital gains 
rate, as a result of actions taken last 
year, now stands at a maximum of 28 
percent. As I will explain in more detail 
later, the effect of the change is -that 
stock options now can be reinstated at 
no net cost to the Treasury. In fact, a 
revenue gain will result after the first 
couple of years following enactment of 
the bill. 

EXPLANATION OF PROVISIONS 

Current tax law authorizes only so
called nonqualified options. When 
employees exercise these options, they 
must pay income tax-at ordinary in
come rates-on the paper profit <or 
"spread") between their option price and 
the market price when they buy. This 
cost and risk of loss on a "profit" never 
realized has forced most companies to 
tum from stock options to straight cesh 
compensation and stock purchase plans. 
These cost companies more and motivate 
employees less. 
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This bill creates a new category of 
stock options called incentive stock op
tions. It incorporates what we believe 
to be the best features and safeguards of 
both the "pre-64" restricted option and 
the later qualified options. Employees 
would not be required to pay tax at the 
time they exercise these options. Since 
any spread would not be treated as per
sonal service income to the employee at 
the time of exercise; the company would 
not be able to deduct it as compensation. 
The employee could then be eligible for 
capital gain treatment when the stock 
is sold. As under present law, the em
ployer would not have a deduction at the 
time the employee sells the stock. 

In order to be treated as an incentive 
stock option plan, the following rules 
must be met: 

First. The option must be issued at 100 
percent of its fair market value. How
ever, if a goodfaith effort is made to is
sue the stock at not less than its fair 
market value, but it is later determined 
to be undervalutd, the option will still 
be treated as an incentive stock option. 
This provision helps avoid the imposi
tion of drastic consequences on employ
ees as a result of inadvertent undervalu
ation of the stock by the employer. 

Second. The option can be exercised 
up to 10 years after issuance as with 
restricted stock options. Rules for quali
fied options allowed only 5 years. 

Third. Shareholder approval is re
quired, as in the case of qualified stock 
options. 
. Fourth. As was true for restricted op

tiOns, emoloyees would be permitted to 
exercise the options in any sequence. 
Qualified options rules required options 
to be exercised in the order granted. 

Fifth. To qualify for long-term caoital 
gain treatment, the employee would be 
required to hold the stock 2 years after 
tho company had granted the option and 
1 year after the employee had exercised 
the option. This is similar to rules gov
erning restricted stock options. If the 
stock is sold within 2 years, ordinary in
come would be realized up to the lesser 
of the gain or the spread between the 
option price and the value of the stock at 
the time of exercise, as with qualified 
options. 

S_ixth. Similar to qualified options, the 
optiOnee must b~ an employee continu
.. ously. from grant to 3 months prior to 
exercise. 

Seventh. At grant, the employee may 
not own more than 10 percent of the 
vot ~ng power or value of the stock of the 
company, unless the option price is at 
lea?t ~10 percent of the fair market value. 
This IS similar to the rules for restricted 
options. In contrast, qualified stock 
guidelines did not permit the employee 
~:>own more than 10 percent of the vot
mg. pow_er or s~o~k value if the equity 
capital Is $1 million or less, decreasing 
to. 5_ percent of the equity capital is $2 
milliOn or over. 

Eighth. As with both restricted and 
qualified options, options issued would 
not be transferrable other than at death 
and would be exercisable during the em
ployee's lifetime only by the employee. 

The Packwood-Bentsen bill makes 
three changes in the bill as introduced in 
1980 cs. 2239). 

First, as approved by the Senate Fi
nance Committee on a motion by Senator 
BILL BRADLEY. The bill applies to options 
exercised after the effective date. How
ever, a modification is made in the Brad
ley amendment. Specifically, the bill ap
plies to: 

First. Qualified options exercised after 
the effective date; and 

S~cond. Other options-meeting the 
requirements of this bill--exercised after 
the effective date, unless the company 
elects for the option to not be entitled to 
these provisions. This election must be 
made within 6 months after enactment, 
and may be revoked only with permission 
of the Internal Revenue Service. 

Third. There has been some question 
about the effect of stock appreciation 
rights-or other rights to cash payments 
concurrent with exercise of a stock op
tion-on the entitlement of a plan to 
treatment as a qualified stock option. 
This bill raises no inference about this 
issue. However, the bill permits com
panies to modify or delete these features 
within 6 months after the date of enact
ment if they so choose. 

Fourth. The bill clarifies that the em
ployee may pay for the stock subject to 
the option with stock of the company 
granting the option. 

REVENUE EFFECT 
As I stated briefly before, such stock 

options can be reinstated at no net cost 
to the Federal Government. In 1980, the 
Joint Committee on Taxation deter
mined that the bill, after possible mi
nuscule revenue lo:>ses in the first 3 years 
after its enactment, will result in a rev
enue gain. For example, the Joint Com
mittee estimated that the revenue in
crease would approximate $15 million 
in fiscal year 1984 and $30 million in 
fiscal year 1985. 

We look forward to working with other 
Senators, the Department of the Treas
ury and the public to consider any im
provements in this important piece of 
legislation. 

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. 639 
Be it enacted by the Senate and House of 

Representatives of the United States of Amer
ica in Congress assembled, That (a) Pa.rlt II 
of subchapter D of cha.pter 1 of the Internal 
Revenue COde of 1954 (relating to certain 
stock options) is amended by adding after 
section 422 the following new section: 
"SEC. 422A. INCENTIVE STOCK OPTIONS. 

"(a) IN GENERAL.-Section 421(a) shall ap
ply with respect to the transfer of a share 
of stock to an individual pursuant to his 
exercise of an incentive stock option if-

" ( 1) no disposition of such share is made 
by him within 2 years from the date of the 
granting of the option nor within 1 year after 
the transfer of such share to him, and 

"(2) at all times during the period begin
ning on the cta.te of the granting of the op
tion and ending on the day 3 months before 
the d!a.te of such exercise, such indlvic:lua1 

was an employee of e1ther the corporation 
granting such option, a parent or subsidlary 
corporation of such corp<>Ta.otion, or a corpora
tion or a parent or subsidiary corporation of 
such corporation issuing or assuming a stock 
option in a. transaction to which section 425 
(a) applies. 

"(b) INCENTIVE STOCK 0PTION.--.F'or pur
poses of this part, the term 'incentive stock 
option' means a.n option granted. to an inc:ii
vic:iual for any reason connect ed with his em
ployment by a corporation, if grantec:l by the 
employer corporation or its parent or subsidi
ary corporation, to purchase stock of a.ny of 
such corpomtions, but only if-

.. ( 1) the option is granted pursuant to a 
plan which includes the aggregate number 
of shares which may be issued unc:ler options 
a.nd the employees (or class of employees) 
eligible to receive options, and which is ap
proved by the stockholc:lers of the granting 
corpornltion within 12 months before or after 
the date such plan is ac:lopted; 

"(2) such option is gra.ruted within 10 years 
from t he c:late such plan is ac:lopted, or the 
c:late such plan is approved by the stockhold
ers, whichever is earlier; 

"(3) such option by its terms is not exer
cisable after the expiration of 10 years from 
the date of such option is granted; 

"(.4) the option price is not less than the 
fair market value of the stock at the time 
such option is granted; 

"(5) such option by its terms is not trans
ferable by such individual otherwise than by 
will or the laws of descent and c:listribution, 
and is exercisable, during his lifetime, only 
by him; and 

"(6) such individual, at the time the op
tion is granted, does not own stock possess
ing more than 10 percent of the total com
binec:l voting power of all classes of stock of 
the employer corporation or of its parent or 
subsidiary corporation. 
Paragraph (6) shall not apply if at the time 
such option is granted the option price is 
at least 110 percent of the fair market value 
of the stock subject to the option anc:l such 
option by its terms is not exercisable after 
the expiration of 5 years from thte c:late such 
option is gran ted. 

"(c) SPECIAL RULES.-
" (1) EXERCISE OF OPTION WHEN PRICE IS LESS 

THAN VALUE OF STOCK.-If a share Of stock is 
transferred pursuant to the exercise by a.n 
inc:livic:lual of an option which would fail to 
qualify as an incentive stock option under 
subsection (b) because there was a failure 
in an attempt, made in good faith , to meet 
the requirement of subsection (b) (4), there
quirement of subsection (b) (4) shall be con
siderec:l to have been met. 

"(2) CERTAIN DISQUALIFYING DISPOSITIONS 
WHERE AMOUNT REALIZED IS LESS THAN VALUE 
AT EXERCISE.-If-

•• (A) an indivic:lual who has acquired a 
share of stock by the exercise of an incentive 
stock option makes a disposition of such 
share within the 2-year perioc:l described in 
subsection (a) (1), anc:l 

"(B) such disposition is a sale or exchange 
with respect to which a loss (if sustained) 
would be recognized to such indlvidual. 
then the amount which is includible in the 
gross income of such indivic:lual, and the 
amount which is deductible from the income 
of his employer corporation, as compensation 
attributable to the exercise of such option 
shall not exceed the excess (if any) of the 
amount realized on such sale or exchange 
over the ac:ijusted basis of such share. 

"(3) CERTAIN TRANSFERS BY INSOLVENT IN
DIVIDUALS.-1! an insdlvent individual holds 
a share of stock acquirec:l pursuant to his ex
ercise of an incentive stock option, and if 
such share is transferred to a trustee, re
ceiver, or other similar fiduciary in a.ny pro
ceeding under title 11 of any other similar 
insolvency proceec:iing, neither such transfer, 
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nor any other transfer of such share for the 
benefit of his creditors in such proceeding, 
shall consti.tute a disposition of such share 
for purposes of subsection (a) ( 1) . 

"(4) STOCK MAY BE PAID FOR wrrH EMPLOYER 
sTocK.-The employee may pay for the stock 
with money or other property (including 
stock of the corporation granting the 
option). 

"(5) CooRDINATION wrrH SECTIONS 422 AND 
•u.-Sections 422 and 424 shall not apply 
to an incentive stock option.". 

(b) TECHNICAL AND CONFORMING AMEND
MENTS.-

(1) Section 421 of such Code (relating to 
general rules in the case of stock options) 1s 
amended-

( A) by inserting "422A(a) ,"after "422(a) ," 
in subsections (a), (b), and (c) (1) (A), and 

(B) by inserting "422A(a) (1)," after "sec
tion 422(a) (1) ," in subsection (b). 

(2) Seotlon 425(d) of such Code (relating 
to attribution of stock ownership) is 
amended by inserting "422A(b) (6) ," after 
"422(b) (7) ,". 

(3) Section 425(g) of such Code (relating 
to special rules) is amended by insertng "422 
A(a) (2) ," after "422(a) (2) ,". 

(4) Section 425(h) (3) (B) of such Code 
(relating to definition of modification) is 
amended by inserting "422A(b) (5) ," after 
"422(b) (6) ,". 

( 5) Section 6039 of such Code (relating to 
information required in connection with cer
tain options) is amended-

(A) by inserting", an incentive stock op
tion," after "qualified stock option" in sub
section (a) (1), 

(B) by inserting "incentive stock option," 
after "qualified stock option," in subsection 
(b) (1), and 

(c) by adding at the end of subsection (c) 
the following new paragraph: 

"(4) The term 'incentive stock option', see 
section 422A(b) .". 

( 6) The table of sections for part II of sub
chapter D of chapter 1 of such Code is 
amended by inserting after the item relating 
to section 422 the following new item: 
"Sec. 422A. Incentive stock options.". 
SEC. 2. EFFECTIVE DATES AND TRANSITIONAL 

RULES. 

(a) The amendments made by section 1 
shall apply with respect to-

(1) options granted atfer December 31, 
1980, 

(2) Qualified options (within the meaning 
of sec. 422) granted on or before December 
31, 1980, which are exercised after such date, 
and 

(3) Other options granted on or before 
December 31, 1980, which are exercised after 
December 31, 1980. 

Paragraph (3) shall apply to an option 
unless the corporation granting such option 
elects to have the amendments made by sec
tion 1 not apply. Such election must be made 
not later than six months after the date o! 
enactment of this Act. Such an election, 
once made, may be revoked only with the 
consent of such Secretary or his delega-te. 

(b) In the case of an option granted be
fore January 1, 1982, paragraph (1) of sec
tion 425(h) of such Code shall not apply to 
any change in the terms of such option made 
before not more than six months after the 
date of enactment of this Act to permit 
the plan to modify or delete a stock apprecia
tion right or other rights to cash payments 
concurrent with exercise of the option.e 

e Mr. BENTSEN. Mr. President, I am 
pleased to join my colleague from Ore
gon <Mr. PACKWOOD), in sponsoring the 
Employees Incentive Stock Ownership 
Act which will reinstate restrictive stock 
options as an attractive form of cooper
ate compensation. 

This bill will have a positive impact 
on providing stability in corporate man
agement. In today's market the longevity 
of top management personnel with any 
one company has steadily declined. With 
so-called headhunters bidding to ac
quire top management this is not a sur
prising development. Thus job hopping 
has become more the rule than the ex
ception that it was in years past. Job 
hopping can be detrimental because it 
places emphasis on year-to-year profits 
and losses and encourages management 
to put off making the tough, long-term 
decisions necessary to insure the success 
of the company in the future. If we are 
to expect management to make the ex
penditures necessary for the kinds of re
search and development of technology 
needed to make the United States com
petitive throughout the world in future 
years, we must provide management with 
the incentives to stay for the long haul. 
This bill will help provide that stimulus. 

Our bill has substantial positive eco
nomic effect as well as positive revenue 
effect. Incentive stock options promote 
productivity and combat inflation, im
prove the ability of growth companies to 
attract talented employees, promote cap
ital formation and broaden the base of 
corporate ownership. 

The issuance of incentive stock options 
would provide employees with an entre
prenurial stake in finding better ways to 
do the job. The stock option only has 
value to the employee if the price of the 
company stock increases through growth 
in its sales and profits. Therefore, options 
give employees a powerful incentive to 
find ways to expand the company's busi
ness and conduct business more em
cientlv. Business growth creates more 
jobs; increased efficiency results in great
er productivity. Further, because incen
tive stock options are a form of noncash 
compensation, granting them causes no 
out-of-pocket expense to the corporation. 
Lowering a company's "up front" labor 
costs in this way results in improved cash 
flow for the company and can result in 
lower product price and thereby reducing 
inflationary pressures. 

Incentive stock options will help small, 
growing companies attract talented em
ployees. This fact was recognized by the 
White House Conference on Small Busi
ness which endorsed the restoration of 
favorable tax treatment of stock options 
as one of its key recommendations to 
promote innovation in small businesses. 
Young companies frequently have diffi
culty competing in a job market for tal
ented managers and scientists. Studies 
have shown repeatedly that small, highly 
technological companies grow faster and 
create more jobs than mature industries. 
As a result, their equity value also in
creases more rapidly, making stock op
tions in these smaller companies more 
attractive than options in more mature 
companies. The stock options give small 
companies an advantage in attracting 
talented employees. 

The exercise of stock options provides 
additional equity capital for companies, 
as well as bringing new shareholders into 
the company. 

Mr. President, under present law when 
an employee exercises nonqualified op
tions, he must pay taxes, at the ordinary 
income tax rate, on the profits between 
his option price and the prices of the 
stock when he buys it. Not only is taxa
tion at ordinary tax rate inconsistent 
with what other owners pay on our capi
tal appreciation, but in addition the em
ployee must pay the tax before he actu
ally realizes any gain from selling the 
stock. This is comparable to taxing the 
appreciation on a homeowner's house be
fore he sells it. 

Further hardships will result if the 
value of the stock acquired by means of 
an option should decline sharply before 
the employee desires to sell it. Under 
those circumstances the employee must 
not only take an actual loss on the stock, 
the deductibility of which is subject to 
capital loss provisions, but he also must 
pay taxes at ordinary income rates on a 
gain he never realized. 

The cost of compensation from incen
tive stock options is borne, indirectly, by 
the existing shareholders through mild 
dilution of their shares. The shareholder, 
in turn, benefits from the increased value 
of their shares that result from the 
higher productivity of the company's 
employees. The company, and its share
holders, must elect to issue the incentive 
stock options; the cost of their issuance 
is no longer a deductible expense. As a 
result, the issuance of incentive stock 
options results in a net revenue gain. 

In the last Congress the Joint Com
mittee on Taxation, after examining the 
impact of a similar bill, estimated, that 
after 6 years of existence, it will result 
in a net revenue gain of $35 million. 
Thus in effect. Mr. President, the com
panies seeking to issue these stock op
tions are offering to pay a higher tax so 
that they can offer the incentives neces
sary for a healthy business environment. 
We should not ignore this request. 

I believe that the above evidences that 
incentive stock options make good eco
nomic sense and strong revenue sense. 
The importance of this legislation was 
recognized by the Senate Finance Com
mittee when it included it in the Tax 
Reduction Act of 1980. 

In addition to our studying incentive 
stock option plans I would also encour
age the Senate Finance Committee, the 
Joint Tax Committee, and the Treasury 
Department to carefully review the con
cept of restrictive stock incentive plans, 
to determine whether these types of 
plans would also accomplish the ob
jective of the stock option plans. Re
strictive incentive stock plans are geared 
at providing employees an immediate 
proprietary interest in a company and 
therefore greater incentives to maximize 
work effort and increase company pro
ductivity. I believe that the Senate Fi
nance Committee should carefully review 
this concept when we begin deliberation 
on the question of the stock options. I 
look forward to working with Senator 
PAcKwooD, and urge my other colleagues 
in the Senate to join us, on working on 
legislation that will help the United 
States regain its preeminent position in 
world productivity.• 
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ADDITIONAL COSPONSORS 

s. 12 

At the request of Mr. BAKER, the Sen
ator from Indiana CMr. LUGAR) was add
ed as a cosponsor of S. 12, a bill to 
amend the Internal Revenue Code of 
1954 to allow a retirement savings deduc
tiOn for persons covered by certain pen
sion plans. 

s. 24 

At the request of Mr. BAKER, the Sen
ator from Indiana CMr. LUGAR) was add
ed as a cosponsor of S. 24, a bill to amend 
the Internal Revenue Code of 1954 to 
provide for the establishment of, and the 
deduction of contributions to, education 
savings accounts and housing savings ac
counts. 

8.43 

At the request of Mr. SASSER, the Sen
ator from Wyoming <Mr. SIMPSON) 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 and 
local governments in carrying out or 
complying with such bill or resolution. 

s. 46 

At the request of Mr. THuRMOND, the 
Senator from Texas CMr. TowER), and 
the Senator from Hawaii CMr. MATSU
NAGA) were added as cosponsors of s. 46, 
a bill to amend title 5 of the United 
States Code to permit present and former 
civilian employees of the Government to 
receive 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 eli
gibility for social security benefits. 

5 . 63 

At the request Of Mr. RANDOLPH, the 
Senator from \Vyoming CMr. SIMPSON) 
was added as a cospom:or of S . 63 , a bill 
to amend the Clean Air Act to provide 
compliance date extensions for steel
making facilities on a case-by-case bas!s 
to facilitate modernization. 

s. 131 

At the request of Mr. INOUYE, the 
Senator from North Carolina CMr. 
HELMS) was added as cosponsor of S. 131, 
a bill to incorporate the Pearl Harbor 
Survivors Association. 

s. 164 

At the request of Mr. MELCHER, the 
Senator from M~nnesota <Mr. BoscH
WITZ) was added as a cosponsor of S. 164, 
a bill to prohibit proposed regulatory in
creases in imputed interest rates for tax 
purposes on loans between related enti
ties and on deferred payments in the case 
of certain sales of property. 

s . 290 

At the request of Mr. MELCHER, the 
Senator from Hawaii <Mr. INOUYE), the 
Senator from South Carolina <Mr. HoL
LINGS), the Senator from Florida <Mr. 
CHILES), the Senator from Arizona <Mr. 
DECONCINI), the Senator from Ohio (Mr. 
GLENN ), the Senator from Ohio <Mr. 
METZENBAUM), the Senator from Mary
land <Mr. SARBANEs), the Senator from 

New York (Mr. MOYNIHAN), the Senator 
from West Virginia CMr. RANDOLPH), and 
the Senator from Montana <Mr. BAucus) 
were added as cosponsors of S. 290, a bill 
entitled "Reye's Syndrome Act of 1981." 

s. 396 

At the request of Mr. DANFORTH, the 
Senator from Louisiana <Mr. LoNG) was 
added as a cosponsor of S. 396, a bill to 
impose quotas on the importation of au
tomobiles from Japan during 1981, 1982, 
and 1983. 

s. 421 

At the request of Mr. DECONCINI, the 
Senator from Wiscons!n <Mr. PROXMIRE) 
was added as a cosponsor of S. 421, a bill 
to provide for reductions for fiscal year 
1982 in obligations by the departments, 
agencies, and establishments of the ex
ecutive branch of the Government. 

s . 480 

At the request of Mr. MELCHER, the 
Senator from North Dakota <Mr. BuR
DICK) was added as a COSPOnsor Of S. 480, 
a bill to provide price and income pro
tection for farmers and assure consumers 
of an abundance of food and fiber at 
reasonable prices, and for other pur-
poses. 

s. 495 

At the request of Mr. THuRMOND, the 
Senator from Iowa <Mr. JEPSEN) was 
added as a cosponsor of S. 495, a bill to 
amend section 3Ci) of the Food Stamp 
Act of 1977, relating to the definition of 
the term "household", to prevent the 
splitting of a household for the purpose 
of qualifying as two or more households 
under such act. 

SENATE JOINT RESOLUTION 38 

At the request of Mrs. KAssEBAUM, the 
Senator from Montana <Mr. MELCHER), 
the Senator from Idaho <Mr. McCLURE), 
the Senator from South Carolina <Mr. 
THURMOND), the Senator from Maryland 
<Mr. SARBANES), the Senator from Wis
consin (Mr. KASTEN), the Senator from 
Mississippi tMr. CocHRAN), and the Sen
ator from Massachusetts <Mr. KEN
NEDY) were added as cosponsors of Sen
ate Joint Resolution 38, a joint resolu
tion to provide for designation of the 
first Friday of March as "Teacher Day, 
United States of America." 

ORDER FOR STAR PRINT-SENATE 
441 

Mr. STEVENS. Mr. President, I ask 
unanimous consent that S. 441 be re
printed to reflect a change in wording 
that was inadvertently not included in 
the bill as introduced on February 6. 

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

SENATE RESOLUTION 87-RESOLU
TION RELATING TO TAXATION OF 
SOCIAL SECURITY BENEFITS 
Mr. HEINZ (for himself, Mr. CmLES, 

Mr. GRASSLEY, Mr. PRESSLER, Mr. COHEN, 
Mr. PERCY, Mr. MELCHER, Mr. PRYOR, Mr. 
GLENN, Mr. BURDICK, Mr. BRADUY, Mr. 
DODD, Mr. PACKWOOD, Mr. DOLE, Mr. CAN
NON, Mr. WILLIAMS, Mr. MOYNIHAN, Mr. 
MITCHELL, Mr. SASSER, Mr. GARN, Mr. 

LEVIN, Mr. SARBANES, Mr. RoTH, Mr. SIMP
SON, Mr. SYMMS, Mr. HARRY F. BYRD, JR., 
Mr. MATSUNAGA, Mr. BENTSEN, Mr. RIEGLE, 
and Mr. PROXMIRE) submitted the follow
ing resolution; which was referred to the 
Committee on Finance: 

S. RES. 87 

Whereas social security was established to 
protect the income of Americans against the 
serious economic risks that families face 
upon retirement, disability, and death; and 

Whereas social security provides a monthly 
payment to some 35,000,000 beneficiaries; and 

Whereas various bodies have recommended 
that social security benefits be included in 
taxable income for Federal income taxes; and 

Whereas for the people affected, taxing of 
social security benefits would be tantamount 
to a cut in benefit payments; and 

Whereas 25 percent of the elderly--even 
with social security-are near or below the 
poverty level and all Americans are suffering 
the effects of inflation; and 

Whereas 50 percent of all older women have 
median incomes below the poverty level and 
average monthly benefits of women receiving 
social security are only $2,216 per year; and 

Whereas the overall incomes of the elderly 
have not kept pace with inflation and the 
cost of basic necessities such as fuel, food and 
medical care have risen faster than the rate 
of inflation; and 

Whereas the prospect of taxation of bene
fits has alarmed many older Americans and 
undermined the confidence of all Americans 
in the integrity of the social security pro
gram: Now, therefore, be it 

Resolved, That it is the sense of the Senate 
that any proposals to make social security 
benefits subject to taxation would adversely 
affect social security recipients and under
mine the confidence of American workers in 
the social security programs, that social se
curity benefits are and should remain exempt 
from Federal taxation, and that the Ninety
seventh Congress will not enact legislation to 
subject social security benefits to taxation. 

• Mr. HEINZ. Mr. President, today, I 
am introducing a resolution expressing 
a position which is shared by many of 
my colleagues on the Special Committee 
on Aging, the Finance Committee, a.nd, 
indeed, in the entire Senate. This resoJ.u
tion reaffirms our longstanding policy 
that social security benefits should not 
be taxed and that the 97th Congress will 
not enact legislation to subject these 
benefits to Federal taxation. I am pleased 
that I have been joined in sponsoring 
this resolution by Senator LAWTON 
CHILES of Florida and several of my col
leagues on the Special Committee on 
Aging. As chairman and ranking minor
ity member of the committee, Senator 
CHILES and I are acutely aware of the 
continuing fear of social security recip
ients that their benefits will suddenly be 
subject to taxation. We are also aware 
that total retirement income is l~ss 
than adequate for a large number of our 
older citizens. 

Many of those who would be affected 
are already struggling to keep up with 
the cost of basic necessities. Elderly 
households spend a disproportionate 
amount of their income on food, utilities, 
fuel, and medical care. Furthermore, 
prices for these items have increased at 
a rate faster than the Consumer Price 
Index. Despite the indexing of social 
security benefits, overall elderly incomes 
have not kept oace with inflation. Taking 
away in taxation what has already been 
given in benefits is actually a reduction 
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of benefits-however we may try to dis
guise it. 

In addition, any decision to tax current 
benefits would be grossly unfair to those 
who have planned their retirement with 
the expectation of a tax-free social secu
rity benefit. These persons do not have 
the opportunity to acquire additional in
surance protection or a larger annuity, 
or to accrue more personal savings. They 
may not be able to alter their choice of 
living arrangement or delay retirement 
for a year or two. The result could be 
devastating regardless of how well they 
had planned for their retirement income. 

serious financial burden on elderly 
households which are struggling to make 
ends meet. 

inflation prevent them from sinking into 
poverty. Even with these benefits, 25 per
cent of the elderly are near or below the 

Our citizens are already burdened by 
heavy taxes. At a time when we are seek
ing ways to alleviate some of this tax 
burden, it is unwise and inconsistent to 
increase taxes for those on limited in
comes. Furthermore, the elderly, even 
without taxes on social security, pay a 
substantial portion of the total Federal 
income taxes collected by the IRS. Per
sons over 65 Y'ears of age, who constitute 
11 percent of the total population, pay 
10 percent of all personal income taxes. 

The need for reform to insure social 
security's financial soundness is well 
known to all of us in Congress and in
creasingly to the American oublic as well. 

The Old Age and Survivors Insurance 
Trust Fund, which covers benefits for 
retirees, their dependents and survivors, 
is facing a critical cash flow problem be
ginning early in 1982. In addition, eco
nomic and demographic predictions in
dicate an even more serious long-range 
financing problem. 

In such a time of crisis, it is neces
sary that we examine every possible al
t ernative for insuring that the social se
curity system can fulfill its promise to 
current and future beneficiaries. 

Proposals such as those of the Presi
dent's Commission on Pension Policy, to 
apply the same tax treatment to social 
security as to other retirement pro
grams, and to implement them prospec
tively, certainly deserve careful evalua
tion. At the same time, we must make 
certain that aftertax benefit levels can 
be maintained, that the tax treatment of 
contributions enables increased personal 
savings for retirement, and that there 
are not other changes which result in 
benefit reduction. 

Above all, we should not adopt any 
plan to tax any portion of benefits out 
of expediency .because it is simple or be
cause it offers a quick fix to our financ-
ing problems. . 

No proposal should be enacted in the 
absence of a comprehensive reform 
package or without full examination of 
its impact on rec1pient of social secu
rity at all income levels. 

We simply cannot, should not and I 
hope, will not adopt any plan fo~ taxi~g 
benefits which would take place im
mediately. 

Social security is the cornerstone of 
our Nation's retirement income system. 
About 93 percent of Americans over the 
age of 65 are receiving social securitv 
~enefi~s . an~ for two-thirds of them, it 
Is th~Ir maJor source of income. The 
taxation of any part of these benefits 
when coupled with inflation, could be ~ 

This resolution is an important ac
tion which we can take at this time to 
reassure these citizens that they do not 
face a sudden, unexpected loss of in
come.• 
EXEMPTING SOCIAL SECURITY BENEFITS FROM 

FEDERAL TAXATION 

• Mr. CHILES. Mr. President, today 
Senator HEINZ and I , as chairman and 
ranking minority member of the Special 
Committee on Aging, are submitting a 
resolution expressing the sense of the 
U.S. Senate that social security benefits 
should not be subject to Federal taxa
tion. 

We are all well aware that the social 
security system needs a major overhaul 
if it is to continue on a sound basis. As 
chairman of the Committee on Aging 
during the last Congress, I held a series 
of hearings on social security to explore 
the options available to insure the in
tegrity of the system. 

I found that there are answers to the 
problems, and I believe we can, and will, 
put social security on a sound footing 
again. I have introduced a comprehensive 
reform bill, S. 484, which will move a 
long way toward returning the social se
curity system to its original purpose of 
guaranteeing a base retirement income 
for older Americans. The approach I ad
vocate would initiate a series of actions 
to solve the short term cash flow prob
lems in the social security trust funds, 
and begin making reforms in the next 
century which will guarantee the long
range integrity of the trust funds for fu
ture retirees. My bill also encourages 
greater work and income opportunities 
for older persons. 

Simply sub.iecting all or part of social 
security benefits to a Federal income tax 
is not a solution to the short or long
range, funding problems of the social se
curity trust funds . Very little additional 
revenue would be generated, yet any tax
ation would be felt very keenly by mil
lions of social security recipients. 

By acting on this resolution. the Sen
ate can express its support for the crucial 
goal of preserving current social security 
retirement benefits, and I urge all my col
leagues to .ioin with us now.e 
• Mr. PERCY. Mr. President, I com
mend the distinguished chairman of the 
Special Committee on Aging and the 
ranking minority member, Senators 
HEINZ and CHILES, for bringing this im
portant resolution to the floor of the 
Senate. As a member of the Aging Com
mittee, I am proud to join them in this 
effort to allav the fears of millions of 
older Americans with this resolution 
stating that the 97th Congress will not 
enact legislation to tax social security 
benefits. 

Taxation of benefits for current re
tirees makes no sense, and this resolution 
will put the U.S. Senate clearly on record 
in opposition to such a measure. 

Mr. President. those who are hardest 
hit by inflation in this country today are 
the elderlv. For too many, social secu
rity benefits are the only source of in
come. And for millions more, social se
curity benefits which keep pace with 

poverty line. For elderly women the sta
tistics are far worse. Fifty percent of 
all older women have median incomes 
below the poverty level. 

Taxation of benefits for these retirees 
would only take needed income away 
from people who can least afford it. those 
living on modest, fixed incomes. 

Moreover, Mr. President, we would, if 
we embark upon a course to tax the 
benefits of these retirees, be breaking 
faith with those who long ago made re
tirement plans thinking that their so
cial security benefits would not be taxed. 
Since more than 10 million families 
would suddenly find themselves paying 
an additional several hundred dollars in 
taxes they had not budgeted, the aver
age annual tax increase would be $350, 
a heavy burden for many elderly families 
living from one social security check to 
another. 

Finally, Mr. President, if the Congress 
should consider taxation of benefits of 
future recipients, it should be done in 
the context of overall pension policy re
form. , 

Recently, the President's Commission 
on Pension Policy, which was created 
by President Carter to examine the 
Nation's retirement, survivor, and dis
ability systems, recommended in its final 
report that contributions to and bene
fits from social security receive the same 
tax treatment as other retirement pro
grams. The Commission recommended 
that taxes on contributions to social se
curity be deferred and benefits from so
cial security eventually be counted as 
income subject to taxation. At the same 
time, the Commission recommended 
phasing out the earnings limitation, 
which has served to discourage older 
workers from employment. 

I have not had the opportunity to fully 
study this proposal and, of course, I 
would very much like the benefit of the 
testimony presented to the Aging Com
mittee and other congressional commit
tees on the Commission's proposal be
fore making any decision. However, I 
cite this report because it couples the 
taxation of future retirees' benefits with 
other important reforms. Any consid
eration of taxing social security benefits 
must be part of a broader-based reform. 
Otherwise our only accomplishment 
would be to put an additional tax bur
den on the disabled, retirees, and survi
vors receiving social security payments 
while doing nothing to address the more 
serious problems of the social security 
system and national pension policy in 
general. 

Again, Mr. President, I commend Sen
ators HEINZ and CHILES for their leader
ship and urge the Senate to agree to, 
without delay, this important resolu
tion.• 
• Mr. PRYOR. Mr. President, today I 
join wH.h Senator HEINZ and other mem
bers of the Special Committee on Aging 
in sponsoring a sense of the Senate res
olution which expresses the view that 
social security benefits should remain 
exempt from Federal taxation. 

We are all fully aware of the problems 
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that the social security system has faced 
in recent years and the challenge that 
now faces the Congress to take steps 
to insure this most important program's 
financial stability. Last year, in antici
pation of the need to insure the retire
ment income of our Nation's elderly, the 
Special Committee on Aging, under the 
able chairmanship of Senator CHILES, 
held a series of hearings which delved 
into the many options that are avail
able for revitalizing this program. 

In addition to hearing the many op
tions for change in the social security 
system, I, along with other committee 
members, became more acutely aware 
of the d.egree to which the elderly of 
our Nation depend upon their social se
curity benefits to finance their ever-m
creasing living expenses. Over the last 
decade, these expenditures, especially ior 
necessities such as food, fuel, and health 
care, have grown at a rate of 8.4 percent 
per year, while the overall Consumer 
Price Index increased at an annual rate 
of 7.2 percent. This economic situation 
has caused an even greater strain on the 
fixed incomes of these struggling re
tirees. 

In addition to the hardship this 
change in practice would place upon 
many of our Nation's retired workers, 
this action would also serve to further 
reduce the confidence of workers and re
tirees throughout the country in the so
cial security system. 

Treatment of social security benefits 
as regular income for tax purposes, which 
has been suggested by several study 
groups as a means to apply current tax 
laws more equitably and to increase tax 
revenues, translates into nothing less 
than reducing benefits for social security 
beneficiaries. Such an action, especially 
in times of such rapid inflation, would be 
a heartless move and would place an 
unnecessary burden on the millions of 
Americans who have paid faithfully into 
the social security system over their life
time.• 
• Mr. GLENN. Mr. President, I am 
pleased to join my colleagues on the Sen
ate Special Committee on Aging in intro
ducing a resolution expressing the sense 
of the Senate that social security bene
fits should remain exempt from Federal 
taxation. 

Many older Americans are living on 
minimum, fixed incomes and the biggest 
problem they are facing is inflation. Al
most daily, I hear from senior citizens 
who are distressed by reports- that 
changes will be made in the social secu
rity system, such as the taxation of bene
fits, which will reduce their retirement 
income. I am opposed to changes in the 
social security system which will break
faith with people who have paid in dur
ing their working years. 

I am hopeful that Congress will act 
expeditiously to resolve the financing 
problems facing the social security sys
tem. However, this can be done without 
putting a burden on people who are 
beyond their normal working years.e 

.......... 
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SENATE RESOLUTION 88-SUBMIS
SION OF A RESOLUTION OVER
TURNING DEFERRAL OF CON
GREGATE HOUSING SERVICES 
APPROPRIATIONS 
Mr. WILLIAMS <for himself, Mr. 

CRANSTON, and Mr. TsONGAS) submitted 
the following resolution, which was re
ferred to the Committee on Appropria
tions, the Committee on the Budget, and 
the Committee on Banking, Housing, and 
Urban Affairs, jointly, pursuant to the 
order of January 1, 1975: 

S. REs. 88 

Resolved, That the Senate disapproves the 
proposed deferral of budget authority to 
carry out the congregate services program 
under title IV of the Housing and Commu
nity Development Amendments of 1978 
(numbered 81-70), set forth in the message 
transmitted by the President to the Congress 
on February 17, 1981, under section 1013 of 
the Impoundment Control Act of 1974. 

o Mr. WILLIAMS. Mr. President, on 
February 17, 1981, President Reagan 
sent a special measure to the Congress 
withdrawing 33 rescissions proposed on 
January 15, 1981, by the Carter admin
istration for this year. As stated in the 
message, the deferrals are designed to 
give the administration the opportunity 
to decide whether or not to free the 
funds for the programs involved. While 
the deferrals are called "temporary" 
under the terms of the Budget Act they 
could last until the end of the fiscal year, 
and there is no certainty that the defer
rals will be lifted anytime soon. 

One of the programs caught by the 
deferrals is the congregate housing serv
ices program (CHSP). Its entire $10 mil
lion appropriation for fiscal year 1981 is 
now held in abeyance, and activity under 
the program has come to a complete halt. 
While I understand the administration's 
interest in making its own decisions 
about housing programs, free of any 
limitat:ons that its predecessor may have 
attempted to impose, in the case of CHSP 
a continuing deferral of its funds con
tradicts the administration's repeatedly 
expressed policies of reducing unneces
sary Federal spending and promoting 
greater Government efficiency. Few ac
tions could be more shortsighted than 
the deferral of CHSP appropriations. 
The fact is that this little program not 
only eases the tremendous personal 
hardship imposed on elderly and handi
capped persons faced with premature in
stitutionalization, but also it improves 
the way we deliver social services to 
needy people, and results in proportion
ately very substantial savings in med
icaid expenditures. 

To assure that the administration fully 
recognizes the importance of the CHSP 
in pointing the way toward a more effi
cient, responsive social service system, 
and to speed the availability of the pro
gram's funds, I am submitting a resolu
tion to disapprove the President's defer
ral. I am pleased to be joined in spon
soring this measure by several of my 
distinguished colleagues . 

Enacted in 1978, with overwhelming 
bipartisan support, the CHSP adds a sig
nificant dimension to the Federal Gov
ernment's ability to deliver appropriate 
housing assistance through the section 
202 loan program, and the public housing 
program. The program addresses the 
need for basic social services, such as 
meals, or housekeeping and personal care 
assistance, among low-income persons 
who have some functional disability, but 
not to the extent that they require in
stitutional care. 

It is true that social service programs 
such as those operated under social se
curity or the Older Americans Act, while 
very worthwhile programs, are not capa
ble in most instances of responding ade
quately to the at risk-persons that CHSP 
was created to aid. These programs often 
do not provide a full range of services in 
a given community, nor are individual 
services always complete. For example, 
meals services provided by these pro
grams typically offer only one meal a 
day for 5 days a week where they are 
available, and they are not always avail
able. In the absence of a full meals serv
ice that does not take time off for week
ends and holidays, frail elderly or handi
capped persons in assisted housing face 
removal to institutions, even though they 
could otherwise get along fine in their 
own residences. The partial service can
not help them. 

CHSP allows eligible sponsors to se
cure funds from a single source--the De
partment of HUD-rather than from a 
myriad of sources each with its own 
series of rules, regulations, and require
ments. Moreover, it significantly reduces 
the bureaucracy prevalent in existing 
programs which involve as many as five 
separate administrative levels-Federal 
and State Governments, regional agen
cies, local governments and agencies, and 
finally the grant recipients. CHSP cuts 
through this bureaucracy, sending the 
funds directly from the Federal Govern
ment to the sponsor. 

To participate in the program, spon
sors of section 202 housing or public 
housing survey their tenants to deter
mine which ones have impairments that 
would threaten their continuing resi
dency in their projects in the absence of 
support services. For the group of ten
ants able to remain in their units with 
just a little help, the sponsor fashions 
a program of services tailored to his 
residents' needs. I should stress that not 
all tenants of a particular project would 
be eligible. It is the program's purpose rto 
foster a residential, rather than an in
stitutional environment. Service pack
ages are reviewed by appropriate local 
agencies for the elderly or handicapped, 
and then the application for CHSP 
funding is transmitted to HUD. 

Under the law, no services already 
available to a project's tenants from 
other sources in the community can be 
paid for by CHSP. Duplication of avail
able services is prohibited. Moreover, 
program sponsors may not use the pro-

. 
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gram to pay for services they supported 
prior to application for CHSP funds. In 
an effort to hold down per person costs, 
individuals receiving congregate services 
are expected to contribute toward their 
cost, to the extent they can reasonably 
do so. Thus, the program is not meant to 
take over the work of other · social serv
ices progmms, but only to pick up where 
they leave off. 

Because the program reduces our re
liance on institutions such as nursing 
homes to take care of people who are 
only marginally or minimally impaired, 
CHSP can substantially reduce Federal 
per person medicaid expenditures. Med
icaid reimbursements in Maryland, the 
lowest in the country, total more than 
$6,000 per person. While in Mississippi, 
they reaoh above $7,100 per person, the 
country's highest. By contrast, CHSP 
funded services, together with rental as
sistance, would average nationwide 
about $4,000 per person. Considering that 
studies have suggested that a large pro
portion of nursing home residenlts need 
only a minimum of support services, not 
institutional care, the congregate hous
ing services concept has enormous sav
ings potential. 

Let me descr:ilbe a couple of specific 
CHSP funded projects. In 1 Mississippi 
project the 54 persons receiving CHSP 
supp!Orted services either came from an 
inst'irtuti'On or would hiave been forced to 
enter one. In the Albuquerque, N.Mex., 
area, an Indian housing project now 
ready for occupancy would receive ten
anlts all of wh~ will come out of nurSing 
homes. There aTe otJher equally dramatic 
eXIaiilples of the V'alue of CHSP. 

OHSP h'a:s a part'icula.l'lly 'important 
feature which must be noted. :rt provides 
funds on a multiyear basis through 3- to 
5-year contracts between sponsors and 
HUD. This eliminates the uncertainty, 
and the wasteful stop-go syndrome that 
afflicts so many local social service 
effort which are never sure that fund
ing will be available from one year to 
~he ~ext. CHPS's guarantee of fund
mg Is also absolutely crucial to en
courage developers of new low-income 
housing 't'O inrorporate into their build
ings the full service ceilltral d!inin-g facili
ties and the spec13lly designed units that 
be51t accommodalte 'at-risk tenants. 
I~ my V'i&ilts to law-income housing 

proJects, elderly res'idents have made it 
clear to me hbw mucih. they feaa- premn.
ture pi.acement in institutions. They view 
n~:S'in.g homes and other f!ac'il'itJies as de
bih~t~g J!l'aces that can rob them of 
their digruty and independence. They 
ottez: feel th'at if they are pl'aced in a 
n~g home, they W'ill never leave. For 
lo~-mcome persons wfith functional im
pairments, current residential housing 
pro~ a.re inladequi8Jte to provide the 
noninsttatutional, yet supportive environ
~enlt thalt can best be described as "hous
mg ~th help." CHSP helps fill this gap. 

It 1s n~ operating on a pildt basis. Its 
appropna'tiions are much less than the 
amount authorized. HOwever the Con
gress did explicitly approve a 4-year pro-

gram. Befure the proposed rescission and 
the current deferral, it was beginning to 
focus on new construction projects, to de
termine how successfully it could encour
age developers to incorporate special 
congregate housing designs in their 
plans. This phase would be brought to a 
halt, short circuiting one of the pro
gram's basic missions. 

Mr. President, CHSP has suoh promise. 
And the Congress has repeatedly recog
nized its promise by approving appropria
tions for each of the last 3 years despite 
administration plans to delete it from tlhe 
budget. It deserves to be continued.• 

NOTICES OF HEARINGS 
COMMITTEE ON THE BUDGET 

Mr. DOMENICI. Mr. President, the 
Senate Budget Committee will meet to 
hear testimony of the President's budget 
proposals on March 11 and 12, 1981, in 
room 6202 of the Dirksen Senate Office 
Building. 

Appearing before the committtee on 
Wednesday morning, March 11, will be 
Dr. Alice Rivlin, Director of the Congres
sional Budget Office, and on March 12, 
David Stockman, Director of the Office 
of Management and Budget, will testify. 

For more information, contact Mr. Bill 
Stringer of the Budget Committee staff 
at 224-0538. 

SUBCOMMITI'EE ON INTERGOVERNMENTAL 
RELATIONS 

Mr. DURENBERGER. Mr. President, 
I would like to announce that the Sub
committee on Intergovernmental Rela
tions will hold 2 days of hearings on the 
subject of grant reform, S. 45 the Fed
eral Assistance Reform Act of 1981, and 
related legislation. 

The first day of the hearings will be 
held on March 11, 1981, in room 3302 of 
the Dirksen Senate Office Building, and 
the second day of hearings will be held 
on March 25, 1981, in room 3302 of the 
Dirksen Senate Office Building. Both 
hearings will be held from 2 to 5 p.m. For 
further information on the hearings 
please call Jimmie Powell at 224-4718. 

SUBCOMMITI'EE ON FEDERAL EXPENDITURES, 
RESEARCH, AND RULES 

Mr. DANFORTH. Mr. President, on 
Wednesday, March 18, the Subcommit
tee on Federal Expenditures, Research, 
and Rules of the Committee on Govern
mental Affairs will hold hearings to 
identify the Federal programs, laws, and 
regulations which impose the greatest 
paperwork burdens on the American 
people. At that hearing the subcommit
tee will receive the testimony of the U.S. 
Chamber of Commerce, the National As
sociation of Manufacturers, the National 
Federation of Independent Businesses, 
the Business Reports Advisory Council, 
the National Governors Association, the 
National Association of Counties, the 
National League of Cities, and the Amer
ican Council on Education. We plan to 
bring this hearing record to the at ten
tion of the Office of Information and 
Regulatory Affairs in the Office of Man
agement and Budget. Pursuant to the 

Paperwork Reduction Act <Public Law 
96-511), which goes into effect April 1. 
this office is charged with the responsi
bility of reducing the burden of Federal 
paperwork. It is our hope that these 
hearings will assist OMB as it assigns 
priorities in its work. 

The hearings will be held in room 3302 
of the Dirksen Senate Office Building, 
beginning at 10 a.m. Questions concern
ing the hearings may be addressed to 
Patricia Otto, chief clerk, at 224-0211. 
Persons wishing to submit material for 
the hearing record should address it to 
the Subcommittee on Federal Expendi
tures, Research, and Rules, 44 Capitol 
Hill Apts., 128 C Street NE., Washington. 
D.C. 20510. Material submitted for the 
record must be received by close of busi
ness, Wednesday, March 25. 

COMMITI'EE ON ENERGY AND NATURAL 

RESOURCES 

Mr. McCLURE. Mr. President, I would 
like to announce for the information of 
the Senate and the public, the schedul
ing of public hearings before the Com
mittee on Energy and Natural Resources 
on President Reagan's budget for fiscal 
years 1981 and 1982. 

The hearing on the President's budget 
for the Department of Energy will be 
held on Thursday, March 12 at 9 a.m. in 
room 3110 of the Dirksen Senate Office 
Building. Testimony will be received 
from the Secretary of Energy. 

The hearing on the President's budget 
for the Department of the Interior and 
the Department of Agriculture will be 
held on Friday, March 13 at 9 a.m. in 
room 3110 of the Dirksen Senate Office 
Building. Testimony will be received 
from the Secretary of the Interior and 
a representative of the Secretary of 
Agriculture. 

In addition, the full committee will 
hold business meetings to consider the 
committee's March 15 report to the Sen
ate Budget Committee on March 16, 17, 
18, and 19, at 9 a.m. in room 3110 of the 
Dirksen Senate Office Building. 

For further information regarding 
these meetings, you may wish to contact 
Mr. Richard Grundy at 224-2564. 

ADDITIONAL STATEMENTS 

TERRORISM TRACING THE INTER-
NATIONAL NETWORK 

e Mr. PACKWOOD. Mr. President, 
hardly a day goes by without news 
stories describing new and brutal acts 
of terrorism, committed around the 
world. Public officials, church leaders, 
educators, private citizens unlucky 
enough to be in the wrong place at the 
wrong time-men, women, and chil
dren-die at the hands of extremists 
with no regard for human life. These 
terrorist acts are more and more often 
carried out not at random, not by dis
organized bands of hoodlums, but by 
well-organized, well-financed political 
terrorists, equipped with the best and 
most lethal weapons, and well-trained 
to disrupt, intimidate, and kill. 
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Who finances them? Who provides 
the weapons, the training? The answer, 
or at least a part of the answer, may be 
found in last Sunday's New York Times 
Magazine, in an article entitled, "Ter
rorism: Tracing the International Net
work." In this article the author, Claire 
Sterling, describes the involvement of 
the Soviet Union and its surrogates in 
terrorist activities in Turkey, Italy, and 
Northern Ireland, with such disparate 
terrorist groups as West Germany's 
Baader-Meinhof Gang, Italy's Red 
Brigade, the Basque ETA, and the Pales
tinian Liberation Organization. 

Mr. President, Claire Sterling is not a 
wild-eyed young investigative reporter 
seeking publicity. She is a well-respected 
veteran journalist with over 30 years of 
experience in Europe. She has a reputa
tion for painstaking and accurate re
search and reporting. And she tells a 
frightening story. It is must reading. 

Mr. President, at this time, I ask that 
the text of this article be printed in the 
RECORD. 

The article follows: 
TERRORISM : TRACING THE INTERNATIONAL 

NETWORK 

(By Claire St erling) 
Four well-groomed men bearing sawed-off 

shotguns approach a car on a busy street in 
Milan; bullets rip through the body of the 
passenger, chief of one of the city 's largest 
hospitals. The Red Brigades, the nation's 
most-feared terrorist group, claims respon
sib11ity. In Northern Ireland, a band of armed 
men uses explosives to blast its way into the 
castle of Sir Norman Strange, an 86-year-old 
Protestant leader and longtime speaker of 
Northern Ireland's Parliament; the bodies of 
Sir Norman and his son, James, 48 years old, 
are found later, bullets through their heads, 
and guerrillas of the Irish Republican Army 
(I.R.A.) say it was their work. 

Such incidents-these two within the last 
few weeks-are the stuff of everyday head
lines. But last month, at his first news con
ference as Secretary of State, Alexander M. 
Haig Jr. made them the focus of diplomatic 
confrontation. He warned that international 
terrorism had become "rampant," and he 
charged the Soviet Union with consciously 
seeking to "foster, support and expand" ter
rorist activities around the world. Specifi
cally, he accused Moscow of "training, fund
ing and equipping" those who kill for politi
cal profit. 

The reaction to Secretary Haig 's charges 
was in many ways predictable. The Soviet 
Union called such talk "a gross and malicious 
deception" and insisted that the "control 
center of international terrorism" was, in 
fact , the Central Intelligence Agency head
quarters in Langley, Va. Journalists who in
terviewed Government intelligence experts
including some C.I.A. aides-quoted officials 
to the effect that there was no hard evidence 
to support Mr. Haig's accusations. And many 
Americans shook their heads despairingly at 
what sounded to them like nothing more 
than an old cold warrior's refrain, a broad
side political attack against a safe and fa
miliar target. 

Until a few years ago, I might have been 
among those head-shakers. Generations of 
Americans, raised on Depression fare , find it 
hard to shake off a belief in the aspirations 
of the political left. But I have spent the last 
two and a half years researching leftist ter
rorist groups, talking to government officials 
and police in 10 countries from Sweden to 
Lebanon, examining court records and inter
views in the public prints. I now know better. 
There is massive proof that the Soviet Union 
and its surrogates, over the last decade, have 

provided the weapons, training and sanctuary 
for a worldwide terror network aimed at 
the destabilization of Western democratic 
society. 

The network, as described by dozens of 
captured terrorists and volumes of courtroom 
testimony, consists of a multitude of dis
parate terrorist groups, helping out one an
other and receiving indispensable aid from 
not altogether disinterested outsiders. 

A few years ago, the C.I.A. reported that 
more than 140 such terrorist bands from 50-
odd countries on four continents were linked 
in one way or another. 

One example: On July 26, 1974, a customs 
inspector at the Orly airport in Paris discov
ered that Yutaka Furuya, ·a passenger on a 
flight from Beirut was carrying several forged 
passports, $10,000 in counterfeit money and 
papers tying him to the Japanese Red Army 
terrorist group. It turned out he was on his 
way from a Palestine base in Lebanon to kid
nap a wealthy Japanese businessman in West 
Germany, and that he was to have logistic 
support from the German Red Army Faction. 

After his arrest, fellow Japanese terrorists 
occupied the French Embassy in The Hague 
and demanded Furuya's release. They used 
explosives stolen by a Swiss anarchist group 
from a military depot in Zurich, and they 
were directed by Carlos the Jackal, a Vene
zuelan who was running terrorist operations 
in Europe for George Habash's Popular Front 
for the Liberation of Palestine. 

Such connections within the terrorist net
work have long been evident. What is now 
beginning to emerge is the degree to which 
the links in this network have been purpose
fully forged-and continue to be main
tained-by the Soviet Union and its two 
chief proxies in this regard, Cuba and the 
Palestinians. 

Not until Secretary Haig's charges, and a 
similar statement a day earlier by the Presi
dent of Italy, Alessandro Petrini, had any 
Western government publicly accused Mos
cow of a major role in fostering the network. 
Most of the governments under siege are still 
reluctant. to do so. They are unwilling to risk 
their relationship with Moscow--or with the 
oil-rich nations supporting tJhe Palestinian 
connections of the network. They also seem 
to want conclusive proof that the Soviet 
Union has created and is the phantom mas
termind of these terrorist bands. 

It's not that simple. Such direct control of 
the terrorist groups was never the Soviet in
tention. All are indigenous to their countries. 
All began as offshoots of relatively nonviolent 
movements that expressed particular politi
cal , economic, religious or ethnic grievances. 

Moreover, some of the support Moscow 
hands out in the third world goes to anti
colonial groups that are militant but not 
terrorist. Time and again, however, authentic 
left-wing liberation movements sUp over the 
line from organized resistance to terrorist 
violence. That line is hard to define, as is the 
very concept of terrorism itself. Lenin's defi
nition-"the purpose of terror is to terror
ize"-is a useful beginning. The terrorist 
uses violence not to punish the victim but to 
intimidate the audience, to impose his politi
cal wlll by force when he cannot achieve it by 
democratic means. 

The heart of the Russians' strategy is to 
provide the terrorist network with the goods 
and services necessary to undermine the in
dustrialized democracies of the West. More 
than half of the international terrorist at
tacks since 1968, according to the C.I.A., have 
taken place in Western Europe and North 
America. The most deadly have come in a 
strategic crescent from Turkey westward 
through Italy and up to Ireland. And, as 
Italy's Red Brigades have made clear, the 
ultimate objective is "the supreme symbol 
of multinational imperialism," the United 
States. 

It is not happenstance that none of the 
major terrorist attacks have been directed 

' 

against the Soviet Union or any of its satel-
11 tes or client states. 

Some terrorist bands have suffered their 
share of setbacks in the last year or two. 
In Turkey, for example, "The Anarchy"
the warfare between left and right terrorists 
that accounted for 4,000 deaths in 1980-has 
almost ground to a halt since the new mil
i t ary regime took over. More than 21 ,000 
alleged terrorists, more or less evenly spli t 
between left and right, have been jailed. In 
Spain , estimates of the number of hard-core 
Basque terrorists in Eurkad ta Askatasuna 
(E.T .A.) remain at between 100 and 200, but 
t here have been signs of public disenchant
ment. Early last month, the murder of a nu
clear engineer led to widespread antiter
rorist protests; a few days later, however, the 
demonstrations turned in E.T.A.'s favor after 
a suspected terrorist died while being held 
by the police. 

Still, it is dangerous to draw conclusions 
from apparent symptoms of weakness in the 
terrorist network. Public knowledge of the 
workings of a particular terrorist band usu
ally comes from one that is in trouble, whose 
members have been arrested and are talking. 
Moreover, some terrorist groups have 
flourished during these same years; the 
Provisional I .R.A., for example, has been able 
to maintain between 200 and 250 fully 
armed members in spite of the growing war
weariness within its Roman Catholic con
stituency. 

The network, with Moscow's aid, has come 
a long· way in the last decade. Once depend
ent upon large numbers of ill-equipped 
amateurs untrained in modern guerrilla 
tactics, the network is now in large measure 
made up of professionals, superbly trained, 
moving about the world in yachts and heli
copters, fiush with money picked up in 
multimillion-dollar kidnappings and bank 
robberies, armed with walkie-talkies, elec
tronic eavesdropping devices- and even heat
seeking, ground-to-air Strela missiles. They 
have strings of safe houses at home and 
established getaway routes to assured sanc
tuaries abroad. It takes only a handful of 
them to paralyze a nation. 

The roots of the terrorist network can be 
traced directly to the Tricontinental Con
gress held in Havana in January 1966. More 
than 500 delegates passed resolutions em
phasizing the need for close collaboration be
tween "Socialist countries"-i.e., the Soviet 
Union and its satellites-and "national lib
eration movements." Si{1.'nificantly. resolu
tions covered not only third-world groups 
but also "democratic workers and student 
movements" of Western Europe and North 
America. The delegates' purpose, they said, 
was to devise "a global revolutionary strategy 
to counter the global strategy of American 
imperialism." 

It was, unmistakably, a call for a Guerrilla 
International. And the call was heeded. Ten 
months later, a new cluster of more than a 
dozen training camps for guerrilla fighters 
from all over the world was ooened in Cuba. 
The man in charge was Col. Vadim Kotcher
gin of the K.G.B. It was the first major move 
by the Soviet Union in the emergence of the 
Guerrilla International. 

To be sure, Fidel Castro had been operat
ing his own schools for guerrillas since 1961. 
starting with recruits from Latin America 
and Africa. By 1964, Palestinians and Euro
peans had 1oined the ranks. But the addi
tion of Colonel Kotchergin's camps added a 
new dimension. The men who were trained 
in these camps orovided the first {!'eneration 
of leadership for the terrorist decade to 
come. 

The stage was set in 1968, that amazing 
year when, from Berkeley to Tokyo, a gener
ation born after the last great war declared 
its own war on society in a brief but stun
ning show of strength. The whole planet 
seemed to be lurching leftward toward revo-
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lutlon. Then, it was over, and the vast ma
jority who had lived through the experience 
left it behind. But many of those wit h a true 
vocation for revolutionary violence had 
found one another. 

These beginners knew nothing of the ter
rorist trade; they lacked money, weapons, 
fast getaway routes and safe havens abroad. 
We will never know how far they might have 
gone on their own, because they were never 
really left on their own. By 1970, any aspiring 
terrorist band could count on Cuba or the 
Palestinian resistance. 

The revolut ionary decade of the 1960's had 
been focused in Latin America as Fidel 
Castro preached his gospel of spontaneous, 
popular revolution. But that vision had 
faded as the Soviet presence in Cuba in
creased, and now the fulcrum of revolution 
had moved to the Middle East. 

The Palestinians now had their own camps 
for foreigners. Starting in Syria, Lebanon 
and Jordan, they spread over the decade to 
South Yemen and then down into Moscow's 
new African client states, Angola and 
Mozambique. The Palestinians also set up 
such camps in Algeria and in Libya, with the 
help of Libyan money and lit erally billions of 
dollars' worth of Soviet armament. Cubans 
taught in most of these camps, East Ger
mans in many, North Koreans in some. 

It was in South Yemen, however-by then 
a Soviet satellit e state tightly controlled by 
the K.G.B.-that a kind of postgraduate 
school in international terrorism emerged. 
The list of foreign guests in the camps 
around Aden included members of West Ger
many's Baader-Meinhof gang, Italy's Red 
Brigades, the Basque E.T.A. , the Provisional 
I.R.A., the Japanese Red Army, the Tupa
maros of Uruguay and the Turkish and 
Iranian undergrounds. 

For most of them, the hosts were George 
Habash and his m111tary commander, Wadi 
Haddad, of the Marxist Popular Front for the 
Liberation of Palestine. It was this group, 
more than any other among the half-dozen 
in the Palestine resistance, that was most 
committed to internationalizing the struggle 
with Israel. The group's strategy: to develop 
a multinational terrorist hit team that 
would force their cause upon the world's at
tention. One early operation, carried out 
jointly with El Fatah through Black Septem
ber, was the massacre at the Olympic Games 
in Munich in 1972. Soon, however, the 
Habash-Haddad front, operating out of 
Aden, went its own way. Among its missions: 
The raid on a meeting in Vienna of the Orga
nization of Petroleum Exporting Countries 
in December 1975 in which 11 Arab oil minis
ters were taken hostage; the occupation of 
the French Embassy in the Netherlands in 
September 1975; the destruction of the West 
German Embassy in Stockholm in February 
1976; the hijacking of a French plane to 
Entebbe in June 1976 and of a Lufthansa 
plane to Mogadishu in Somalia in October 
1977. 

A second major watershed in Moscow's 
support of the terrorist network came after 
the October War of 1973. For the first time, 
the Arab mmtary performance was impres
sive enough to persuade leaders such as the 
P.L.O.'s Yasir Arafat that there was some 
chance of a diplomatic road to peace. The 
most intransigent foes of a negotiated settle
ment with Israel reacted by forming the 
Palestine Rejection Front. And the Soviet 
Union, committed to an anti-Tsrael policy, 
began to lavish ever-greater financial and 
logistical support on the rejectionists. 

'Ilhe Cubans started arriving in large num
bers to train guerrillas in the Middle East. 
At the same time, Moscow organized exten
sive military and guerrilla courses for the 
Palestlnians-ln the Soviet Union and ln 
East Germany, Czechoslovakia, Hungary and 
Bulgaria. By 1977 more than 50 such courses 
a year were running in the Soviet bloc, 40 
o! them within the Soviet Union itself, 

involving thousands of guerrllla cadets. In 
addition, all the Palestinian guerrllla for
mat ions-totaling more than 16,000 men
are today wholly armed with Soviet-bloc 
weapons. 

Throughout this period, the Russians 
insisted that such support of the Palestinian 
cause was simply a matter of supporting 
an indigenous liberation movement; they 
have denied any connection between that 
support and any international terrorist 
activities. In reality, however, there has been 
a. straight transfer of terrorist skills and 
equipment from Moscow to the Palestine 
resistance to the terrorists of Europe and 
beyond, with the knowledge and assistance 
of the Russians themselves. 

Soviet-bloc arms were being shipped from 
Eastern Europe to the Middle East, then 
trans-shipped to Western European terror
ists through a. Bulgarian staging post or via 
Libya. (The imprisoned co-founder of Italy's 
Front Line, Fabrizio Giai, said: "Never
never!--could the Palestinians have deli
vered Kalashnikovs and other Soviet-bloc 
weapons to us or anybody else without the 
Soviet Union's permission.'') And privileged 
sanctuaries f'or German, Spanish and Italian 
terrorists were sprouting up all over Eastern 
Europe. Four German terrorists wanted for 
the 1977 kidnapping and murder of the 
industrialist Hanns-Martin Schleyer, for 
example, were tracked down by West Ger
man detectives taking sunbaths on a beach 
in Bulgaria. Top Italian terrorists were prac
tically commuting to Prague. And the move
ment of personnel and tactics between and 
among the Russians, the Palestinians and 
the individual national terrorist groups was 
growing ever greater and more sophisticated. 

The record of Soviet involvement with the 
terrorist network is clear, as in the case his
tories of the three target nations cited below. 

TURKEY 

Masked gunmen burst into cafes. "Are you 
rightist or leftist?" they would demand, and 
then slaughter one side or the other-or 
both. Anybody sitting at a ground-fioor win
dow, watching television, became fair game 
!or the terrorists. Entire cities took sides: 
Erzurum, near Turkey's border with Iran, 
was rightist; Kars, on the Russian border, 
was leftist. One dared not journey from one 
to the other. 

In 1977, 250 political murders were com
mitted in Turkey; in 1979, the number 
reached 1,500; last year it climbed above 
4,000-the world's worst case of raging ter
rorist warfare. Not until the army took over 
power last summer and started its massive 
arrests of suspected terrorists did the blood
shed begin to diminish. 

There were a host of logical reasons for 
the violence in Turkey. A closed, medieval 
Islamic society had been suddenly trans
formed by Kemal Ataturk's post-World War 
I revolution, swept into the modem age, but 
political corruption had rotted the begin
nings of parliamentary government. En
demic poverty and a 50 percent youth un
employment had stirred textbook urban 
unrest. Leftist revolutionary groups ap
peared. But the explanation for the burst 
of terrorism in Turkey is to be found else
where: in the Soviet Union. 

Vladimir N. Sakharov used to work for the 
K .G.B.'s Department VIII, which encom
passes the Arab states. Afghanistan, Iran, 
Yugoslavia, Albania, Greece and Turkey. 
When he defected in 1971, he told American 
interrogators about three major Soviet mis
sions in his zone. They were: 

1. To sabotage Saudi Arabia's oil fields and, 
if possible, dislodge its pro-Western mon
archy. 

2. To build terrorist cells in the Arab oil 
sheikdoms around Kuwait and the Persian 
Gulf, offering scholarships and guerrilla 
training in the Soviet Union. 

3. To mount-as reported in John Bar
ron's book "KGB"-a "brutal campaign o! 

. 

urban terrorism, kidnapping and assassina
tion against Turkey." 

Generally speaking, Turkey has rated little 
public attention in the Western world. Yet 
it is a land mass of enormous importance, 
the North Atlantic Treaty Organization 
member charged with defending the eastern 
entrance to the Mediterranean; its strategic 
importance to the West has increased dra
matically since the fall of the Shah in Iran. 
Turkey has been coveted by the Russians 
since the days of the first czars. 

According to Sakharov, the latest expres
sion of that desire began in the early 1960's 
when the K.G.B. began recruiting promising 
young left-wing Turks for a terrorist move
ment. They were eventually shipped secretly 
to Syria for guerrilla training, with the ar
arrangement s made by two K.G.B. agents 
working out of the Soviet Embassy in Da
mascus. Turkey's terrorist cadets soon were 
enrolled in other Palestinian camps, from 
Lebanon and Jordan to South Yemen, and 
taken in hand by Habash and Haddad. By 
1970, a group of them had already been 
caught by police in the act of mounting a 
terrorist hit. Time and again in the years 
that followed, Turkish graduates of Pales
tinian camps-Russian-supervised or lo
cated in Russian-run South Yemen-were 
picked up as they made their way back 
home, loaded down with Soviet-bloc weapons. 

For the most part, these newly trained 
terrorists joined a sprawling youth group 
called Dev Gene and its military arm, the 
Turkish Peoples Liberation Army. Its bomb
i~gs , shootings, holdups, kidnappings and 
klllings of police brought about the declara
tion of mutial law in 1971. Two years later, 
the Turkish Army kept its word· and held 
free elections. Meanwhile, the Liberation 
Army and its smaller associates in the left
wing underground had dug deeper, built up 
enormous new arsenals of Soviet-bloc weap
ons ( 40,000 guns were seized by police over 
the next four years) and tightened its ties 
with the Habash-Haddad front . 

The Palestinians, too, had worked assidu
ously under martial law to build up terrorist 
cadres in Turkey. As their noted hijacker 
Leila Khaled proudly announced to the 
Istanbul daily Hurryet on May 26, 1971, Ha
bash's Popular Front for the Liberation of 
Palestine (P.F.L.P.) was "sending instructors 
to Turkey in order to train Turkish youth 
in urban guerrilla fighting, kidnappings, 
plane hijackings and other matters ... in 
view of the fact that it is more difficult than 
in the past for the Turks to go and train in 
P .F .L.P. cam'[)s abroad.'' The P.F.L.P. "has 
trained most of the detained Turkish under
ground members," she added. 

Eventually the leftist terrorists of Turkey 
came to be splintered among dozens of Marx
ist revolutionary bands. But rightist terror
ism has a clearer profile. It belongs to Col. 
Arpaslan Turkes, whose ParamUitary Ideal
ists are also known as the "Gray Wolves"
they howl when their leader appears before 
them. The colonel was a late starter in polit
ical terrorism, depending initially on a neo
Nazi party. By the time he turned his Gray 
Wolf terrorists loose in the early 1970's, he 
could justifiably claim to be responding to 
Communist provocation. The terrorist left 
wing retaliated, and the two-way kill rate 
rose inexorably. Right-wing military officers 
supplied weapons to right-wing klllers, while 
the Soviet Union accelerated shipments to 
the leftists. Huge consignments of Soviet
bloc arms were smuggled· in from Bulgaria, 
trucked ove·rland or shipped by sea. On June 
3, 1977, Turkey's security officers stopped the 
Greek cargo vessel Vasoula in the Bosporus, 
coming from Varna, Bulgaria. She was car
rying 67 tons of armaments, much of it ear
marked for the left-wing underground in 
Turkey. The Turkish Government's protest 
to Bulgaria got nowhere. 

Late in 1978, martial law · was imposed 
again, but the level of violence continued to 
soar. The terrorism was producing a corpse 



March 5, 1981 CONGRESSIONAL RECORD-SENATE 3703 
an hour when the army once again took over 
the nation last summer. As was true in its 
earlier interventions in 1960 and 1971, the 
armed forces said they were seeking to rescue, 
rather than replace, a democratic order under 
siege. They kept their promise those times, 
restoring civ1lian rule, and most observers 
are reasonably sure they will do so again. 
Meanwhile, the terrorist klll rate has dropped 
from one an hour to one a week. 

NORTHERN mELAND 

When Northern Ireland's shooting war 
started in 1969. the Protestants had all the 
guns. The Roman Catholic Provisionals had 
nothing but a few moldering weapons left 
from the I.R.A.'s storied battle for freedom, 
about hal! a. century before. They had to rely 
at first on American weapons-trickling in, 
three or four at a time, in the false bottoms 
of suitcase~and on American dollars. 

The millions of Irish Americans who bank
rolled the Provos thought they were sup
porting a continuation of the confilct that 
ended in 1922 with Ireland's winning its in
dependence from Great Britain. The Protes
tant majority in the six Northern counties 
stlll under British control had been freezing 
Roman Catholic~many of them wretchedly 
poor--out of jobs, housing and public life. 
The I.R.A. presented itself as engaged in an 
open and aboveboard war against religious 
persecution: a war to reunite the North with 
the South. 

In fact, as the Provisional I.R.A. 's news
paper, An Phoblacht, has made clear, it was 
and remains a. war "to demolish the colonial 
regime in the Northern war zone and the 
Quisling regime in the Free State of Ire
land"-in other words, a war against both 
North and South. It was also a war to "edu
cate the workers to destab111ze capitalism 
and international imperialism," as the Pro
vas told Controinforma.zione, ·the house or
gan .l)f Italy's Red Brigades. 

The I .R.A. has come a long way since its 
early days of dependence upon the United 
States. Fund raising is mostly done at home 
nowadays, by means of protection rackets, 
brothels, massage parlors and bank stickups. 
And the incoming hardware is largely Soviet
ma.de. It took only a few years to make the 
transformation with the help of the inter
national terror network. 

·The first definitive signal the Provos re
ceived that their weapons shortage might be 
ending came in the autumn of 1971. An un
known man, using the all-purpose name of 
"Mr. Freeman," dropped by to say that 4.5 
tons of modern arms made in Czechoslovakia 
might be available. Maria. McGuire, who 
wrote a book about life among the Provos, 
later reported that one of their leaders, David 
O'Connell, wandered on the Continent from 
'Paris to Berne to Amsterdam to make the 
connection, "followed by the Czech and So
viet secret pollee.'' Then he made contact 
with Omnipol, an arms factory in Prague 
run by the Czech security pollee, who in 
turn had been tightly controlled by the 
K.G.B. since the 1968 Soviet invasion. O'Con
nell eventually did order 4.5 tons of bazookas, 
rocket launchers, hand grenades and the 
like, but the 166 crates were intercepted 
by pollee in Amsterdam. While the Provos 
were shattered by the loss of their first big 
arms consignment, their source was assured 
from that point on. 

By then, the I .R.A. was getting to be a. 
tocus of worldwide revolutionary interest 
second only to the Palestinian resistance. 
The first I.R.A. contingents were dispatched 
to Jordanian guerrilla camps in 1969 and 
were soon drawn into George Ha.bash 's inner 
circle. In October 1971, Provo leaders were 
guests of honor in Florence at the historic 
conference that started Europe's Guerrilla 
International. 

Ass"lmbl<>c\ by G\angiacomo Feltrinelli , the 
radical Italian mlllionaire publisher, and the 
Ultra-left Potere Operaio (Workers Power), 

delegates from 14 countries agreed to coordi
nate international terrorist plans. It was, 
according to British and Irish Government 
sources, an unprecedented and dangerous 
development. 

The keynote address, on the Palestinian 
resistance, was given by Italy's radical Marx
ist thinker Antonio Negri. The delegates then 
spent a full day listening to the I.R.A.'s Sea
mus Costello as he analyzed the experience of 
Europe's oldest guerrilla. army. Arrangements 
were made at the meeting to smuggle weap
ons in heavy trailer trucks across the Con
tinent to the I.R.A. 

In May 1972, I.R.A. leaders sat in at the 
first international terrorist summit, orga
nized by George Habash in Baddawi, Lebanon. 
And two months later, in Paris, Habash's 
Palestinian Front and the armed bands of 12 
other nationalities signed a formal "Declara
tion of Support" for the Provisional I .R.A. 
Fl!ty Provos were selected for advanced guer
rilla training in Lebanon. Before long, there 
was a. steady fiow of I.R.A. men to South 
Yemen for work with Wadi Haddad. There, on 
the shooting range, in Haddad's private movie 
house at camp, they mingled with the men 
at the top. 

The connection began to pay off at once. 
During 1972, the Habash-Haddad front held 
a series of secret meetings in Dublin, organiz
ing the multinational terrorist team that 
would operate under Carlos the Jackal. When 
a million dollars' worth of weapons were di
vided up among them, the Provisionals got 
the lion's share. Soon, Carlos himself was 
taking the trouble to procure explosives for 
the Provos from an anarchist weapons supply 
service in Zurich. Italy's Red Brigades hailed 
the I.R.A. as "an unrenounceable point of ref
erence for generalized warfare on the Euro
pean continent" The operational plans of 
Cuban Intelllgence for 1972 stipulated that 
"Cuba would train the I.R.A. in terror and 
guerrllla warfare tactics." Col. Muamma.r el
Qaddafi of Libya offered "arms and support 
for the revolutionaries of Ireland.'' Within a 
year, the cargo vessel Claudia steamed out of 
Tripoli toward the coast of Ireland bearing 
250 Kalashnikov rifles and other weapons
five tons of the very best Soviet-bloc hard
ware-for the I.R.A. It was seized by the 
Irish Navy. 

By 1976, the Provos were training in Libyan 
guerrllla. camps, as they were still doing last 
year. Eyewitnesses have reported their pres
ence at such sites as Tokra. northeast of 
Benghazi, where Cuban instructors offer the 
world's most advanced courses in sabotage, 
and at Camp Az-Zauiah studying weaponry, 
explosives, sabotage and psychological war
fare with guerrlllas from West Germany, 
Spain. Greece and Brittany. 

Every move to arm and train the I .R.A. 
has pushed it further toward its ultraleft 
benefactors. who see Northern Ireland as a 
prizect battleground. Civil war in the six 
counties puts great strains on the United 
Kingdom, which is interlocked with the entire 
Western structure of trade, industry. bank
ing and m1Iitary alllances. No wonder that 
the Soviet Union. as early as 1972, was spon
soring a. worldwide campaign "against British 
repression in Ireland," piloted by hoary front 
groups like the International Union of Stu
dents, the World Federation of Democratic 
Youths and the World Peace Council. 

All this has brought Northern Treland closer 
than any other country in the West to the 
kind of conflict that Marxist revolutionaries 
call a civil war of long duratinn. An<1 the 
PrO'.'Os show no signs of wanting to reach a. 
political settlement. 

Lilre t..,e most ext.reme of their Protestant 
counterparts, they have consist-ently blocked 
every poc:stble peaceful solution. In 1973 they 
helped k111 off a power-sharing plan in a new 
Northern Ireland Assembly by planting 48,000 
pounds of explosives. "We see no future in 
power-sharing," they said. Later in 19'73 they 

helped consign the promising Sunningdale 
agreement to oblivion by breaking their own 
cease-fire-the last they would ever agree 
to-after just three weeks. "There is abso
lutely no question of another cease-fire or 
truce." they later declared. In the summer 
of 1979, they kllled off the best proposition 
yet for a federated Ireland, "the Fitzgerald 
plan," by blowing up Lord Mountbatten on 
his fishing boat. 

The Fitzgerald plan was "unacceptable" 
they said flatly, a. week after Mountba.tten's 
death. Their spokesman was Rua.iri O'Bra.
daigh, an I.R.A. man of 30 years' standing 
and president of their lawful political arm, 
the Provisional Sinn Fein. "We do not want 
a. confederation of the South with the 
North," he declared. "Nor do we want an 
independent Ulster. We want a general diSI
ma.ntllng of the existing establishments in 
the Irish Republic and Ulster both.'' 

What then does the Provisional I.R.A. have 
in mind for its own version of a. free and 
united Ireland? "We want a Democratic So
cialist Republic," replied O'Bra.da.igh, some
thing "third-worldish," a bit like "Allende's 
Chile," fia.vored with thoughts from Colonel 
Qaddafi's "Green Book," "similar to Com
munism but not exactly like it"; Marxist in 
analysis, if not necessarily in practice. de
signed to "nationalize industries. control the 
means of production and distribution and 
take over agriculture under state-run coop
eratives"; emphatically "not German Social 
Democracy" and not quite a dictatorship of 
the proletariat either, but almost. "We could 
not risk having parties around who want to 
bring colonialism back. There would have to 
be a. reckoning w1 th them.'' 

Meanwhile, as the Provos keep saying, the 
12-year-old war must go on. By late 1978, 
the Roman Catholic Bishop of Londonderry 
observed: -"The Catholic community, like 
the whole community here in the North, is 
sick and tried of the Provisional I.R.A." But 
it is doubtful whether the Provos take much 
notice. They do not really require to be 
loved. They never did need more than a. few 
hundred professional guerr111as to hold down 
a. British army 30 or 40 times their size. So 
long as they can count on the international 
terror network for hardware and sanctuary, 
their civil war can probably last in per
petuity. 

ITALY 

In May 1975, Carlo Floroni, a 31-year-old 
Ltallan high-school teacher, was arrested in 
Switzerland while attempting to change 
$100,000 of Italian ransom money int-o Swiss 
francs. Back in Italy, Fioroni was convicted 
and imprisoned for his role in the terrorist 
kidnapping and murder of his closest friend. 
Four years later, from his prison cell, he 
provided the public with its first authentic 
look inside the Italian terrorist movement. 

During that same year, 1979, a judge in 
Padua offered his prognosis of the nation's 
political health: "It seemed to me that ... 
a. tragic moment was approaching for the 
community-insurrection and civil war." 
There was a terrorist attack somewhere in 
the country once every three hours. 

Fioroni described a. complex political
parammtary structure that was Europe's 
most sophisticated model of modern revolu
tionary warfare. His revelations sent shock 
waves through the nation. 

Throughout the decade, Italians had been 
sure that their terrorist affliction was a. na
tive cancer, free of foreign infiuence. To be 
sure, Italy lacked the religious confrontation 
that had ignited Ireland or the ethnic hatred 
that had fired Basque terrorism. But, as ex
pert analysts pointed out, it did offer causes 
enough for the outbreak: The nation had 
teen relentlessly misgoverned for 30 years. 
Social and economic deformities abounded. 
Moreover, Italy's Communist Party, the larg
est in the West, had been moving toward 
partnership with the political establish-
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ment, leaVing a huge revolutionary vacuum 
on the left. 

Thus, left-wing intellectuals of the left re
fused ·to perceive the terrorists as anything 
but misguided revolutionaries and resolute
ly closed their eyes to possible foreign links. 
Italy's allies shared this view. As late as 
1978, the C.I.A. refused an Italian Govern
ment request for help in finding the kid
napped former Premier, Aldo Moro, on the 
ground that there was no eVidence that the 
Italian Red Brigades had any international 
connections. 

In fact, the Italian terrorists were inti
mately connected with the global terrorist 
network. Their appara.tus had two tiers. One 
was an open and legal political arm, the Au
tonomous Area, operating seminars, inter
national conferences, counterculture book
shops and a chain of private broadcasting 
stations. Its leaders were the intellectual 
gurus of Italy's left. The other tier was a 
secret, terrorist branch. It included dozens 
o! dUferent units-the Red Brigades, with 
500 armed members. and smaller bands, such 
as Front Line, with 200 to 300 more. The 
two tiers were mutually supporting, with a 
so-called Second Society of hundreds o! 
thousands o! law-abiding citizens offering the 
terrorists acceptance and protection. And 
the whole apparatus was closely linked to 
the Soviet Union and its terrorist surrogates, 
seeking to desta·bilize a major Western de
mocracy. 

Fioroni was the first important member of 
the underground to talk publicly about its 
connections with the I.R.A. and the German 
and Basque terrorists. Not until 1980 was the 
Soviet link first established: Hal! the found
ing leaders C1! the Red Brigades and several 
top leaders o! t he Autonomous Area had been 
trained by the K .G.B. in special ca.mps in 
Czechoslovakia. before 1968. Patrizio Peel, a. 
former member o! the Red Brigades' High 
Strategic Command, then confirmed that this 
training of cadres had continued throughout 
the 1970's. 

Peel added: "All the arms reaching the 
Italians, o! whatever make or provenance 
save those taken from policemen and Cara
binieri , were coming !rom a single distribu
tion center stocked by Palestinian forma
tions." Consignments picked up off the Leb
anese coast and off-loaded in Venice, he said, 
had been diVided among Italians, Germans, 
I .R.A. Provisionals and Spanish Ba.sques. 

More than 1,000 accused terrorists were in 
prison by the end of 1980, a.nd some 100 of 
them made detailed confessions. Police raids 
turned up scores C1! safe houses, tons of 
weapons and archives covering 10 years of 
terrorist growth. "Operationally speaking, the 
worst is over," Gen. Capuzzo, the national 
Commander o! the Carabinieri, said a few 
weeks ago. Yet even as he spoke, there was 
evidence that his optimism might have been 
misplaced. New terrorist incidents have oc
curred, And the deadly curve seems to be 
rising again. 

The nations o! Europe have made a start 
on a. coordinated approach to combatting the 
international terrorist network-a kind o! 
counterterror network. The interior ministers 
ot all 10 Common Market nations, along wit h 
those o! Spain, Austria. and Switzerland, have 
been meeting periOdically on the matter for 
nearly three years. They have found ways: 
harmonizing their technical procedures, from 
car-plate identification to fingerprinting, and 
sharing their computerized information. 

West Germany's computers in Weisba.den, 
!or instance, now give otnolals throughout 
Europe access to 10 m1111on items of informa
tion on the life histories, travels , dental work, 
reading habits and musical preferences of 
known terrorists all over the world. Other 
nations are creating similar data banks. 
There has also been an increased exchange 
of &ntiterrortst expertise as more nations set 
up their own special commando units mod-

eled on West Germany's Leatherheads (the 
O.S.G. 9) , Britain's celebrated S.A.S. and the 
French Gendarmerie 's Intervention Group 
(G.I.G.N.). 

But direct action against individual ter
rorists cannot do the job alone. Leaders of 
the target nations are beginning to recognize 
the need to deal with larger groups of law
abiding citizens who lend the terrorists sup
port-the accomplices among whom, as Mao 
put it, the terrorist can swim like fish in t he 
sea. 'Ihe technique of establishing such a 
two-tier structure, as in I t aly, has had a 
broad application among European terrorists. 

The way was pointed more than a cen
tury ago, in czarist Russia , by a Moscow 
revolutionary named Nicholas Ishutin. It 
was he who first suggested the combination: 
an underground terrorist force operating 
within t he prot ective ring of an open po
litical party of law-abiding citizens. The pub
lic arm preaches revolution, covers for the 
underground, shields it from the police. 

The terrorists are presented as aut hentic 
-i! sometimes "misguided"-revolutlon
aries. And they need not fear informers be
cause of what the Mafia calls Omerta, the 
law of silence. 

The willingness of Secretary Haig and t he 
President o! Ltaly to go public with charges 
of Soviet involvement in the terrorist net 
work may lend strength to a public-informa
tion attack on the two-tier technique. What 
is needed is extensive public debate-in t he 
media, at the universities, among intellec
tuals in general~utting through old ro
mantic concepts. Left-wing terrorism is not 
built upon authentic revolutionary goals of 
justice and equity for the working class. 
It seeks everywhere to dismantle free so
cieties, forcing constitutional governments 
to behave like police states. And civilians 
paired with the terrorists are peculiarly ex
posed to manipulation by the network's So
viet sponsor. 

For all the value of government crack
downs and educational programs, these ter
rorists have noticeably improved their self
protective apparatus and tactics. Smaller 
bands are emerging, less vulnerable to infil
tration , less susceptible to public pressure, 
and armed with the latest technological 
weapons of destruction. 

There remains the other option open to 
governments under siege, the option they 
have been so loath to take. They can di
rect lv confront the Soviet Union, Cuba and 
the Palestinians, using the weapons of di
plomacy and trade to halt the transfer of 
terrorist goods and services. They could at
tempt to mobilize world opinion against the 
net work, raising the issue in the Unit ed Na
t ions and other international forums. They 
could bring economic pressures on Moscow 
and t he network's other linchpins. 

In fact , given the dimensions o! the prob
lem, and the danger it poses to free nations 
everywhere, it seems hardly credible that 
the Soviet Union and the West can settle 
any ot her issues between them so long as 
the issue of world terrorism goes unre
solved .• 

CONTROL DATA CORP. 
e Mr. DURENBERGER. Mr. President, 
anyone who thinks American business 
innovation is a thing of the past should 
take a close look at Control Data Corp. 

In the relatively short time since its 
founding, CDC has grown from a fledg
ling company to one of the giants in the 
high-technology field. Much of the credit 
for this tremendous growth rate is the 
genius of CDC's founder William Norris. 

An important part of CDC's growth, 
though, has been its attention to people 

problems. For that, the credit must go to 
Mr. Norris and his . deputy chairman 
Norb Berg. 

Mr. Berg has made a successful ca
reer out of dealing with the human side 
of the corporation. His employee pro
grams are leaders not only in CDC's in
dustry, but in the entire business world. 

With a bit of understated pride I want 
my colleagues to know that Norb Berg 
is a smalltown boy who was a classmate 
of mine at St. John's University-a small 
liberal arts college in the smallest of 
Minnesota towns. This background could 
be responsible for his commitment to 
humanity as the best work of even cor
porate institutions. 

Mr. Berg and CDC take corporate re
sponsibility beyond the annual financial 
contributions that many firms make to 
worthwhile causes. For CDC, corporate 
responsibility is a way of doing business, 
not just another slogan. 

With so many people quick to criti
cize business, especially big business, it 
is refreshing to see a company like CDC 
receive some well-deserved publicity on 
its many outstanding contributions to 
the communities it serves. 

I ask that the February 15, 1981, St. 
Paul Pioneer Press article on Control 
Data Corp. and Norb Berg be printed at 
this point in the RECORD. 

The article follows: 
NORB BERG-HE's THE GUIDING FORCE OF CON

TROL DATA'S INNOVATIVE PEOPLE PROGRAMS 

(By Don Clark) 
Products and services can be copied. Dy

namic executives retire or get lured oaway. 
Only constant innovation guarantees sur
vival o! high-technology firms. 

And Control Data Corp. is betting that its 
people will "out-innovate" t.lhe competition. 

The confidence stems from the work of 
Norbert Berg, Control Data's deputy chair
man oand guiding force of its personnel pro
grams since 1959. 

Berg's secret? Friends and Control Data 
observers boil it down to two words: helping 
people. 

An Eastern European couple defected in 
1977 and moved to Minnesota, leaving their 
two children behind. The man became a Con
trol Data employee, oand the couple unsuc
cessfully tried government channels to free 
their children. 

"I happened to mention this to Norb," re
calls Minnesota Vikings coach Bud Grant. 
Berg's long-time hunting buddy. "To make a. 
long story shol'lt, he got them over here in 
nothing fiat. It was Control Data clout." 

In the public eye, Berg and other generals 
at the Bloomington-based multinational 
have been overshadowed by founder, chair
man and chief executive officer WilHam Nor
ris. But Norris, 69, now leaves most operat
ing details to Berg, 48, and Ro'bert Price, 49, 
president and chief operating officer. 

Moreover, Berg has been the prime mover 
behind many of Control Data's celebrated 
"corporate responsib1lity" projects-from 
building plants in the inner city to helping 
small businesses to saving the family farm 
to hiring prison inmates, while still in prison. 

"I don't think a company of this size could 
carry on projects like these without a Norb 
Berg," says Norris. "His major weakness is 
that he sometimes tries too hard to help 
people. But if you have to have a fault, that's 
one of the better ones to have." 

Helping people definitely extends to Con
trol Data's own personnel, which have access 
to a wealth o! employee assistance and train
ing programs. Some, including a. 24-hour 
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counsellng hot-Une (EAR) and an extensive 
employee health program, already are being 
marketed to other corporations. 

But, to hear Berg ta.lk, potential profit from 
such programs is secondary to productivity 
benefits, which the company hopes wm help 
Control Data match gains in foreign corpora
tions. 

"You can't pick up the paper without hear
ing about productivity," he said recently in 
his office at Control Data's tower in Bloom
ington. "People say 'lit's the Japanese, and 
that's a. cultural thing and you can't change 
the culture, so forget it.' I can't buy that. 

"We've got a long history of a different 
kind of culture at Control Data with our 
employees," Berg said. "It's enlightened self
interest. We've got a tremendous investment 
in our work force. It's an idea industry, a 
brain industry. I could sit here and build a 
very crass case why I should have a fantastic 
employee relations program, but I thln.k 
people could see through that. It's got to be 
day after day after year after year that we 
really do care about our people.'' 

One sign of Berg's effectiveness is that he 
can't remember the last time a union won 
the right to bargain for Control Data. work
ers. He can recall 13 employee elections that 
removed existing unions. 

"If we get a. labor union in a. location, then 
we deserve it," Berg said, "because we've 
failed to convince our employees that they 
don't need a third party to see that they're 
treated the way they'd like to be treated. 

Absenteeism, turnover and tardiness af
flicted Control Data's first inner city opera
tion, begun in 1968 on the north side of Min
neapolis. To keep the plant operating 
smoothly, Control Data ended up providing 
legal assistance, financial assistance, a non
profit day-care center and the EAR counsel
ing program. 

"My job was to make the resources avail
able so we could provide the services to make 
those problems go away," Berg recalled. "So 
all of the sudden we looked around and we 
had solved all of the damn problems and the 
thing was working very smoothly and it has 
for years and years.'' 

Berg's old friends link many of his ideas 
with his religion and academic background. 
But it may go back further than that back 
to his childhood in the Wiseonsin to~ of 
Edgar-population 808-living in poverty 
with seven brothers and sisters. 

"I remember my mother crying when I 
took the laRt syrup in the bottle before my 
brothers and sisters had any," Berg said in a 
recent speech to Control Data workers. 

He attended what he calls the Benedictine 
"poor boys prep school" at St. John's in 
Collegevllle and later St. John's University. 
But it was at the University of Minnesota in
dustrial relations center that Berg began to 
connect Catholic morality with modern the
ories of employee relations. Berg graduated 
with a master's degree in 1957, and since 
then has put in long hours on the center's 
advisory boards and hired scores of center 
graduates. 

"The theory was that most problems are 
human problems," summed up Herbert Hen·· 
eman a long-time friend and the industrial 
relations professor who recruited Berg 

"You hired your mistakes. Every man:a"'er 
was a personnel manager and they had"' to 
be trained," Heneman said. "This was new 
and it was almost heresey. Norb grabbed it 
and ran off with it. He's got the best per
sonnel department in the world." 

Theories were grafted onto natural abil
ity. "He has the best grasp of human na
ture of anybody I've ever known •• says 
president Price. ' 

Standard Oil Co. of New Jersey gave Berg 
his first personnel .1ob. But raising a fam
ily in New Jersey did not apueal to Berg and 
new wife Marilyn, and Standard-the largest 
American corporation at the time-was too 

big. He took a 10 percent salary cut to re
turn to Minnesota and work at an 180-
employee computer company located in an 
old paper warehouse in downtown Minne
apolis. 

Control Data has grown phenomenally 
since those years--to $3.8 billion in sales in 
1980-and diversified so widely that many 
analysts expect service divisions soon will 
bring in more cash than the company's well
known computer products. 

Berg's job has grown with it: today he 
oversees 58,000 employees in 47 countries. 
His salary in 1980 was more than $400,000. 

"He's obviously loaded, but you'd never 
know it by talking to him," said John Gag
liardi , an old friend who coached one of 
Berg's four athletic sons at St. John's. (Berg 
boasts that he and his wife , long-time St. 
Paul residents, one year watched their sons 
in 32 games.) 

"He'd try to do anything I ask him," 
Gagliardi said. "I just don't know what to 
ask him." 

Betty Jean Barr started work 8.s a col
lator in 1970 at Control Data's bindery in St. 
Paul 's Selby-Dale neighborhood, an experi
mental effort to give part-time work to 
mothers and students in the minority com
munity. 

"It turned out there were opportunities 
for advancement through the plant," recalls 
Barr, who has been steadily promoted and 
now manages a similar plant begun last year 
near downtown Minneapolis. "I really can't 
find words to describe Mr. Berg. A lot of 
people with important jobs are fairly dis
tant. He comes down and he talks to you." 

When he repeats Wllliam Norris's slogans 
of "addressing society's problems as business 
opportunities," Berg speaks with authority
many Control Data. initiatives were his 
ideas. 

So the perennial jabs from Wall Street
that Control Data cares too much about 
saving the world and not enough about prof
its-make him a bit testy. 

"Look at what we've done in the inner 
city of Minneapolis, St. Paul, Washington, 
D.C. and elsewhere. If you want to argue just 
cold buisness reasons, I'll give you cold busi
ness reasons," Berg said. 

"Some economists predict that in the mid-
80s there wlll be a tremendous shortage of 
lower-level employees, birth patterns being 
what they are. If that's the case, we have 
more know-how than any company in the 
United States in how to utilize employees 
that other companies have shied away from, 
the so-called hard-to-employ, the people 
coming out of prisons, people who are handi
capped, people who are home bound. People 
who are unskllled. 

"Those things don't bother us. We know 
how to attract, retain and motivate such 
people, and we've done it over and over 
again," Berg said. 

And Berg points out that he has driven 
a pretty hard bargain on siting Control Data. 
plants, insisting that cities equalize inner
city land prices with the suburbs. In the case 
of the world distribution center that recently 
opened at I-94 and Dale St. , the land dis
count was about 300 percent. 

"It's a matter of survival ," Berg insisted. 
"I should be able to explain to stockholders 
who ask, 'how can you justify putting that 
plant in the inner city where the land is 10 
times as much and the taxes are three times 
as much?' I'm a businessman and I represent 
the stockholders, and I'm obliged to negotiate 
with the city for the very best deal that I can 
get." Berg said. 

Most city officials are convinced. 
"It was probably the most thoroughly posi

tive experience of my entire public life," said 
St. Paul Mayor George Latimer of his ne
gotiations with Berg for the world distribu
tion center. 

David Jones' house used to stand on the 

site of Control Data's world distribution cen
ter in St. Paul, and he calls the city's deci
sion to allow the plant a. "personal disaster." 
Yet when he was having trouble straighten
ing out relocation benefits with the St. Paul 
Housing and Redevelopment Authority, he 
called Berg's office. 

"He put his boys on it and they called the 
people at the housing authority, who WE1re 
basically telling me to go to hell," Jones sald. 
"Overnight, so to speak, they turned the 
situation around. If it were not for his inter
vention, I would have been in a. critical 
situation.'' 

Berg has pushed Control Data's efforts to 
help convicts, which include loaning execu
tives to help corrections officials and training 
prisoners on the company's computer educa
tion network. Federal Parole Commissioner 
Dick Mulcrone recalls he was able to place 
"at least several dozen" prisoners in jobs at 
the company. 

These efforts also led to one of Control 
Data's few failures in the "good works" line
a program known as Wheels. The plan was 
to give ex-convicts low-interest loans to buy 
used cars from a Control Data leasing sub
sidiary. 

Wheels ran into several conventional prob
lems, such as high-interest rates. It also 
ran into what Berg refers to as "white collar 
crime," with losses that he confirmed were 
more than $40,000. 

"The end of the story is they overtrusted 
some people and they got stung badly," Mul
crone said. "If that had happened in most 
corporations in America, the accountant 
types would have said go and don't darken 
my door again. 

"Instead it was 'where did we go wrong? 
How do we put it back together,'" said Mul
crone of the program, which is scheduled to 
be revamped and restarted. "If there was 
anyone who believes in losers more than Norb 
Berg, I haven't met him.'' 

Another brand of recent losers-high-level 
officeholders from the Democratic Party
also have been turning up regularly in a wide 
variety jobs and consultant arrangements for 
Control Da.ta. The group includes former Vice 
President Walter Mondale and former Min
nesota Gov. Rudy Perpich. 

Berg says he is a political independent, but 
admits he has been intimately involved in 
negotiations and planning concerning the 
appointments. 

"I've spent my whole life here trying to 
find good people for Control Data.. There are 
some people coming out of government that 
are not paid as well as many industrial peo
ple are, so you don't have a problem dealing 
with them from a salary standpoint. They 
usually have had a lot of responsiblllty and 
some good experience in related areas. There's 
pretty 1300d bargains in the process. · 

"And there aren't many Republicans run
ning around these days. I sort of wish there 
were so I could hire them," he added. 

Wllliam Norris tells a story about hurriedly 
passing a shoeshine boy with Berg on their 
wav to an en~agement in Baltimore. When 
:t>e looked around, Norris saw Berg having his 
shoes shined. "He didn't need a shine. He 
was just trying to give that kid a lift." 

From Berg's window atop Control De.ta. 
headquarters, with the telescope given to him 
by Bud Grant, you can see ducks on the 
banks of the Minnesota River, the flash of in
auisitive deer and an occasional red fox 
sunning itself. 

That is a world Berg loves, the world he 
visits whenever he can, and the world most 
apparent from his office decor. Friends de
scribe his almost manic need for solitude af
ter working with people day after day. 

"He will sit in the woods all day with a gun 
in his hand praying that he won't see a deer,'' 
said Roger Wheeler, a Control Data vice pres
ident for personnel and public a.1fairs. "But 
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when Berg goes away for any length of time I 
know the day he comes back is going to be 
hell. He pours out ideas." 

As much as Berg loves trips to his Wiscon
sin cabin, however, people are still para
mount, says Wheeler, one of Berg's closest 
friends at the company. His guess is that part 
of that stems from an emotional involve
ment in their pain and triumphs. 

"Norb Berg cries a.t bake sales," said 
Wheeler. 

After many years of paying property tax 
for his cabin in the state of his birth, Wis
consin, Berg tired of paying substantially 
higher fees for out-of-state hunting permits. 
So he is suing the state of Wisconsin. 

"It's unfair," said companion Grant. "He's 
not going to win, but he's sure going to ruffie 
some feathers over there. He's got the whole 
state in an uproar." 

On Berg's shelf is a small plaque among 
the mounted game trophies. It reads: "This 
fish wlll always be one pound lighter and one 
inch shorter than any similar fish ca.ught by 
W. C. Norris." 

The message holds a grain of truth about 
Berg's intentions toward the top Control 
Data spot : he says he would like to be chair
man, but has no interest in the chief execu
tive's role. 

To Norris, that is one of his most valuable 
qualities. 

"Not many peoiple see things that clearly," 
Norris said. "At first some people didn't be
lieve it. But having someone around who has 
that point of view is an enormous help to a 
chief executive officer. He can talk to people 
in a way that's not possible if they view him 
as a rival." 

For Berg, it's a decision based on personal 
interest. But as most of his friends point out, 
Berg's personal interests wind up having 
quite an effect on other people's lives. 

"Bob (Price) and I complement each other 
very well. He does a fantastic job of running 
the operations of the company," Berg said. 
"I didn't develop myself or pick up the ex
periences that would be necessary along the 
line. 

"That's my desire. I have much more fun 
doing t hings that I do." 

JAPAN-tJNITED STATES ECO-
NOMIC RELATIONS GROUP 

0 Mr. DURENBERGER. Mr. President, 
today I would like to acquaint my col
leagues with the final report of the 
Japan-United States Economic Relations 
Group. Two years ago President Carter 
and the late Prime Minister Ohira es
tablished a working group of private citi
zens to examine economic relationships 
between the United States and Japan. 
Edson W. Spencer, chairman of Honey
well Inc., and a distinguished Minneso
tan, was one of America's four represent
atives. 

The United States and Japan are the 
largest and second largest industrial de
mocracies. Both nations have a vital 
stake in the preservation and promotion 
of a stable world order favoring the sur
vival and prosoerity of societies based on 
Principles of law, nonaggression, popu
lar sovereignty, and private entrepeneur
ship. 

Mr. President, this economic relations 
group recently published its final report, 
a thoroughly excellent document outlin
ing the challenges facin~ both countries 
in the coming decade. Mr. President, I 
ask that the foreword, executive sum
mary, conclusion, and list of members be 
reprinted in the RECORD for the benefit 
of my colleagues. I urge you to take time 

and review it. Trade relations between 
the United States and Japan will have a 
profound effect on our lives. I have yet 
to see a report that better analyzes the 
issues bearing on that relationship. 

The material follows: 
FoREWORD 

The Japan-United States Economic Rela
tions Group, consisting of eight private citi
zens of the two countries, was established 
pursuant to a joint communique of May 2, 
1979 from the late Prime Minister Ohira and 
President Carter. The purpose of the Group 
is to examine factors affecting t'he bilateml 
economic relationship over the longer-run 
and make recommendations to the President 
and the Prime Minister designed to 
strengthen it. 

The Group's chairmen are Ambassador 
Nobuhiko Ushiba former State Minister for 
External Economic Affairs, and Ambassador 
Robert S. Ingersoll , former Deputy Secretary 
of State. Other members are Akio Morita, 
Chairman, Sony Corporation, Shuzo Mum
moto, President, Dai-Ichi Kangyo Bank, Ltd., 
Kiichi Saeki, Chairman, Nomura Research 
Institute, A. w. Clausen , President, Bank of 
America, Hugh T . Platrick, Professor of Eco
nomics, Yale University, and Edson W. Spen
cer, Chairman, Honeywell , Inc. Joint consul
tations among all members took place in 
Washington in December, 1979, Tokyo and 
Oiso in May, 1980. Honolulu in August , and 
San Francisco in November. The Group was 
substantially aided by :;:mall and effective 
staffs and a series of commissioned back
ground studies in both count ries. 

During the past year, the Group examined 
a broad range of bilateral and multilateral 
issues relating to Japan-United States eco
nomic relations. The members have con
sulted with a wide segment of organizations, 
private and official, and with many individ
UJals in both Japan and the United States so 
that their views could be considered in t he 
discussion and recommendations. The Group 
came away from its work with a strengthened 
conviction that the bilateral economic rela
tionship is of tremendous importance to t he 
future security and welfare of both coun
tries , and indeed to the world. The Group 
believes that the current economic and polit
ical relationship between the t wo countries 
is, in general , healthy and mutually reward
ing. To enhance the relationship and improve 
the two countries' ability to meet shared 
global challenges, however, the Group has 
addressed a broad set of problems. These in
clude such matters as inadequat e consulta
tive mechanisms between the two govern
ments, mistaken or outdat ed perceptions of 
each country in the other count ry, inade
quate American economic performance, lag
ging llberaliretion of the Japanese market, 
unresolved energy issues, and the politiciza
tion of economic and trade disputes. All too 
often, both governments and their respective 
private sectors have failed to face up to diffi-
cult problems. -

Given its purposes most of the Group's 
recommendations are addressed t o the Presi
dent rand t he Prime Minister and directly 
concern the two count ries' relations. Others, 
such as those on improving United States 
productivity and on t he internationalization 
of Japan, are directed primarily to just one 
government and appear more domestic in na
ture, but will ha ve an important beneficial 
effect on United States-Japan economic rela
tions. Still other recommendations are ad
dressed to the private sector since in the 
market oriented private enterprise system of 
bot h countries, it is consumers, management, 
and labor that ultimately determine the suc
cess of the economic relationship. The Group 
believes that implementation of all its rec
ommendations. while some are politically 
difficult, is in the long-term national inter
ests of both countries and wm enhance the 
relationship between them. 

EXECUTIVE SUMMARY 

Over the past year, the Japan-United 
States Economic Relations Group has ex
amined a broad range of bilateral and multi
lateral issues relating to the two countries' 
economic relations. We have found that a 
generally healthy economic and political re
lationship exists between Japan and the 
United States, but that a. number of prob
lems need to be addressed to improve the 
bilateral relationship and enhance the effec
tiveness of the two countries in cooperatively 
dealing with global challenges. These prob
lems included inadequate consultative mech
anisms between the two governments, mis
taken or outdated perceptions of each coun
try in the other country, inadequate Ameri
can economic performance, lagging liberali
zation of market access in Japan, and, all 
too often, a failure by the governments and 
private sectors in both countries to face up 
to difficult problems. 
I. THE UNITED STATES-JAPAN ECONOMIC RELA

TIONSHIP IN A GLOBAL CONTEXT 

Because of their broad international rami
fications, many of the problems affecting 
United States-Japan economic relations are 
not amenable to bilateral solutions. Progress 
in solving these broader economic problems, 
however, rests heavily on a close, effective, 
and comprehensive partnership between 
Japan and the United States, the two largest 
market economies in the world. 

This partnership should be based on three 
principles: 

The relationship between Japan and the 
United States involves shared responsib111-
ties for the management of the international 
economic and political order. 

Japan needs to develop and articulate a 
new, more active international role. 

The United States needs to recognize more 
fully the implications of the postwar diffu
sion of power and the demands of a more 
interdependent world. 

In implementing these basic principles, it 
is important to adhere to key guidelines such 
as those provided by GA'IT and similar ex
isting international agreements. 

Close intergovernmental relations are the 
key to developing a stronger sense of global 
responsibilities and addressing interrelated 
aspects of bilateral and global issues. 

A review of existing consultative mech
anisms shows the need for closer and more 
regularized consultations at all levels. 

Beginning in 1981, there should be periodic 
joint meetings of cabinet officials of the core 
departments and ministries dealing with for
eign relations, trade and industry, energy, 
agrlcul ture, and financial and monetary 
issues. 

To improve the effectiveness of their bi
lateral cooperation and strengthen their 
ability to work together on global problems, 
both Japan and the United States need to 
develou new international roles and to "in
ternationalize" their societies. 

In order to make more reliable and effec
tive the cooperation and coordination be
tween Japan and the United States with re
~ard to security as defined by the terms of 
t he Japan-United States Security Treaty, Ja
pan .should clarify its defense role , strengthen 
its self-defense capabilities. and shoulder a 
more equit able burden with the United 
States in attaining comprehensive security. 
Japan must contribute to both regional and 
world security, specifically by augmenting 
economic cooueration with Third World 
countries, and undertaking diplomatic and 
political initiative and leadership. 

The United States must improve the qual
ity of its consultations with its a111es , includ
inq; Japan. Because domestic political con
siderations often out a premium on promut, 
decisive, and unilateral '!:'residential action, 
it will require strong leadership and some 
political sacrifice to forego unilateral policy 
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decisions in favor of increased consultation 
with all1es. 

Both governments should improve train
ing in international affairs for civil servants 
(especially those in more domestically ori
ented ministries and departments). 

Encouragement should be given to in
creased and e,'ven more intensive and effec
tive contacts and communications among 
business leaders in Japan and the United 
States through existing mechanisms and eco
nomic organizations as well as through new 
channels as appropriate. 

There should be increased joint policy re
search activities and intensified exchange 
programs for legislators, business and labor 
leaders, and others in the public and private 
sectors. 
n . BASIC ELEMENTS OF THE ECONOMIC RELATION

SHIP 

The United States-Japan economic rela
tionship is of substantial benefit to both 
countries by stimulating competition, ex
panding product choices, adding to available 
capital and technology in each country, and 
increasing overall economic efficiency. At the 
same time, there are inevitable frictions over 
such matters as changing patterns of com
petition in particular industries, bilateral 
merchandise trade and current account im
balances, the handling of foreign exchange 
rate fluctuations, and efforts to coordinate 
macroeconomic policies. The President and 
the Prime Minister should play a more active 
role in improving public understanding of 
the causes and implications of bilateral and 
global economic interdependence. 

In particular, there needs to be a better 
understanding of the reasons for trade and 
current account imbalances. There have been 
serious adverse consequences of a continued, 
narrow United States focus on the bilateral 
trade imbalance. 

The trade imbalance reflects structural 
differences between the two countries and 
would exist even if there were perfect access 
to the Japanese market for American prod
ucts or if American economic policies were 
well managed. It reflects an efficient alloca
tion of resources for the two countries. 

Current account balances are affected by 
many factors, including changes in energy 
costs, the interaction of domestic demand 
and world business cycles, and differences 
between domestic savings and investment 
rates. 

Better criteria than trade and current ac
count balances in evaluating a nation's eco
nomic policies and performance include sta
bility and predictability of its macroeco
nomic policies, its avoidance of unfair trade 
practices, access to its markets, its avoidance 
of using exchange rate policies to promote 
its exports and its trade, worker retraining, 
and other positive adjustment measures to 
solve domestic problems of adjustment to 
the system of international competition. 

Because savings in Japan seem likely to 
remain relatively high compared to domestic 
investment demand, it is likely that Japan 
will have a long-run tendency to run a cur
rent account surplus and thus be a capital 
exporter. 

While Japanese capital exports will benefit 
the world, the United States will continue 
importing large amounts of manufactured 
goods from Japan. Japan should avoid sud
den surges of exports in specific products 
which cause serious injury to American or 
other foreign firms. 

Exchange rate fluctuations have been par
ticularly wide in a recent years. The efficient 
operation of the :floating exchange rate ad
justment mechanism requires a well bal
anced, long-rate perspective within govern
ment monetary institutions. 

Japan should continue its trend toward 
greater responsibility for the maintenance of 
the international financial system by further 
improving capital liberalization and sharing 

the responsibilities of a key currency coun
try. 

Exchange rate stability requires also sta
ble, predictable macroeconomic policies, con. 
trol of inflation and improved productivity 
performance in the United States. 

Attempts to tightly coordinate macroeco
nomic policy and set bilateral macroeco
nomic targets have proved ineffective in the 
past as well as politically controversial. 

The Unted States and Japan should con
sult closely on macroeconomic policies, but 
avoid attempts at tight coordination. 

There need to be new forums for macro
economic consultation at both the cabinet 
and working levels. 

Ill. THE IMPACT OF ENERGY ON THE 
RELATIONSHIP 

Cooperation or conflict in energy policies 
may well be the most important test of the 
viability of the American-Japanese partner
ship. A high degree of energy interdepend
ence requires more intense consultations on 
all aspects of the energy problem. 

A ministerial level joint committee should 
be established to meet e.t least once a year 
on a regular basis to review and coordinate 
the disparate consultations now carried out 
in various other forums and address energy 
problems in a comprehensive manner. 

One of the most critical threats to the se
curity and economic well-being of both coun
tries is the possibility of a major interrup
tion in petroleum supplies. The two govern
ments are simply not prepared to deal with 
this threat. 

It is imperative that the two governments 
immediately undertake a crisis management 
study and formulate specific measures to be 
taken in the event of e. large-scale supply 
interruption. 

Contingency planning should be expanded 
as quickly as possible to other major petro
leum consuming countries. 

The United States and Japan should take 
the leadership in strengthening the capacity 
of the International Energy Agency to deal 
with both le.rge-scale and small-scale supply 
interruptions and coordinate stockpiling 
policies. 

To improve the efficiency with which cur
rently available petroleum supplies are 
transported and used, there should be a 
change in United States policy to allow 
Alaskan oil which is surplus on the United 
States West Coast to be exported to Je.pan in 
exchange for other oil already committed to 
Japan. 

To develop alternative supplies of energy 
supply, there needs to be very substantial 
research and development in energy related 
technologies. 

Both governments, but especially Jape.n, 
must make a much greater effort in energy 
research and development. A substantially 
augmented Japanese program would not only 
help equalize the burden, but be an impor
tant contribution to meeting Japan's global 
responsibilities. 

No alternative source of energy can be 
overlooked. Both governments and their 
private industries should accelerate nuclear 
power development, including the use of the 
fast breeder reactor as it becomes economi
cally feasible. 

Because of vast United States coal reserves, 
coal offers a particularly attractive basis for 
substantially augmented United States-Ja
pan energy cooperation. Both countries can 
benefit from further development of United 
States mines and exports to Japan. 

The two governments should foster an 
environment that will encourage investment 
by the private firms of both countries in 
coal development, including mining, trans
portation facilities, and coal gasification anti 
liquefaction in the United States. 

The two governments should explore pos
sibilities for bilateral arrangement embody
ing secure access to markets for American 

coal in Japan and American assurance of coal 
supply to Japan. 

Increased United States exports of oil, coal, 
and nuclear energy materials will improve 
the bilateral trade balance between Japan 
and the United States. 
IV. AMERICAN PRODUCTIVITY AND THE MANAGE

MENT OF THE UNITED STATES ECONOMY 
As long as the United States economy suf

fers from inflation, low savings rates, low 
rates of capital formation and investment, 
inadequate expenditure on research and de
velopment. burdensome regulation, and low 
productivity growth, the United States-Ja
pan economic relationship will face severe 
strains. Improved United States management 
and strengthening of the supply side of its 
domestic economy could be one of the most 
important factors in improving United 
States-Japan economic relations. 

To improve productivity, the following 
steps should be taken by the American gov
ernment: 

Productivity should be a major focus of 
United States economic policy. To do this, 
the President should convene a White House 
National Productivity Conference. 

Economic policies should foster a non
inflationary, stable economic climate, con
ducive to investment and improvements in 
productivity. 

The President and Congress should de
velop specific longer-term programs to im
prove savings and investment rates such as 
investment tax credits, the reduction of per
sonal and corporate and capital gains taxes 
in a non-inflationary manner, and the short
ening of depreciation schedules. 

The President and Congress should adopt 
new programs to stimulate research and de
velopment and innovation. 

The American government should reduce 
the regulatory burden and make productivity 
a principal consideration in the formulation 
and imnlementation of regulations. 

The United States government should 
sponsor a comprehensive research program 
on the measures Japan and other foreign 
countries have taken in the public and pri
vate sectors to increase productivity. 

Given the proper economic environment, 
it is the primary responsibility of the pri
vate sector to improve productivity perform
ance. The following steps should be taken 
in the private sector: 

United States corporate management 
should make long term productivity im
provement a principal objective, building 
productivity considerations into corporate 
objectives, management n.ttitudes, and 
management compensation programs. 

Management and labor should consult 
closely on productivity trends and problems 
and on opportunities for improving produc
tivity performance. 

Corporate and labor leaders in both coun
tries should establish joint programs to en
hance productivty and increase bilateral 
understanding of shared problems. 

V. JAPAN'S MARKET: OPEN OR CLOSED? 

The American perception of the Japanese 
market as closed to foreign business has 
contributed to tensions in the bilateral re
lationship . 

In terms of tariffs and quotas, the Jap
anese market is as open as the American 
market for comparable manufactured goods. 

In terms of government procurement prac
tices. foreign investment rules, entry of serv
ices, and procedures for standards, inspec
tions, and testing, Japan's market is not as 
open as the American market and more 
needs to be done to liberalize market access 
to Japan's own national interest. 

There are special difficulties for foreign 
business in Japan from more intangible fac
tors such as administrative procedures, tra
ditional business customs and mores, and 
cultural and social barriers to foreign influ
ence. 
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To Improve market openness In Japan and 
the foreign perception of the Japanese mar
ket as open, the following measures should 
betaken: 

The recently enacted, more liberal For
eign Exchange and Foreign Trade Control 
Law should be implemented by the Japanese 
government in ways fully consonant with 
the principle of freeing foreign transactions 
from restraint. Exceptions to this principle 
allowable in the new law should be invoked 
only in genuine emergency situations. 

Both governments should implement the 
GATT government pro~urement code and 
cooperate in seeking to increase its coverage 
in later renegotiations of the code. 

The Prime Minister should establish a 
powerful central office for the consideration 
and resloution of trade and investment is
sues. This omce should deal wlth broader 
policy issues as well as company-specific 
complaints. 

The two governments should provide sup
port and financial a.sslstance to the Trade 
Study Group, a voluntary group of American 
and Japanese governmental officials and 
businessmen in Tokyo who have played a 
major role in Identifying trade barriers and 
bringing together foreign and Japanese bust
ness and Japanese governmental authorities 
to resolve trade problema. 

Japan should make its economic decision
making processes more publicly visible, like 
those of the United Staates. There should 
be additional opportunities for private sec
tor access to these processes. 

American businessmen need to improve 
their etrorts to gain access to the Japanese 
bureaucracy. 

VI. INDUSTRIAL TRADE ISSUES 

Competition in industries such as textiles, 
automobiles, steel, and electronics products 
has been a major source of controversy in 
United States-Ja.pan trade relations. Trade 
protection is not an appropriate remedy for 
industrial trade problems. In general, it de
lays economic adjustment and hurts the 
ablllty of the protected industry to meet the 
demands of international competition. It 
also can seriously injure the overall com
petitiveness of an economy by increasing 
rates of inflation. Protectionist measures are 
also contrary to consumers' interests in 
lower prices, wide choice of designs, quality, 
and services. 

The following ba.slc principles should gov
ern industrial trade relations: 

The two governments should foeter a sta
ble, non-inflationary investment climate 
which encourages economic growth and fa
cUltates adjustments. 

Both governments should maintain pol
icies promoting a world free trade and in
vestment environment. 

Both governments should adhere to the 
principle of equal national treatment ln pro
grams relating to industries. 

There should be a clear understanding ln 
both countries of foreign industrial policies 
and specific Industrial problems. There 
should be periodic bilateral discussions be
tween Japanese and American governments 
on trade and Investment restrictions, lib
eralization programs, implementation proce
dures, and industrial orograms. 

There should be bilateral business, labor, 
and government dialogues, consonant with 
law, to identify and discuss potential in
dustrial trade issues before they become 
major disputes. 

Both governments need to be more con
scious o! the International implications o! 
domestic economic policies. 

Corporations, especially ln the United 
States, need to have a longer-term, more 
internationally oriented perspective. 

Free trade and investment pollcies should 
be maintained for all industries. including 
the steel, automotive, and semiconductor 
tndustrtes. 

VII. AGRICULTURAL TRADE ISSUES 

Mutually beneficial economic interdepen
dence 1s nowhere more evident than in the 
case of agricultural trade, but steps need to 
be taken to further open the Japanese mar
ket to foreign agricultural products, restruc
ture Japanese agriculture to make lt more 
efficient and competitive, and to Improve 
food security for Japan. 

Japan should continue to shift away from 
the use of quantitative restrictions on agri
cultural imports and to ultimately eliminate 
them by redirecting support policies so that 
international prices are more adequately re
flected ln determining the level of domestic 
price supports. 

Japan should continue to encourage the 
expansion of the land rental market to help 
increase the average size of farms and 
strengthen the polstlon of full-time farmers. 

The !ear o! food shortages in Japan 1s very 
real, but food security cannot be guaranteed 
through high protection of lnemctent agri
culture except at extremely and unaccept
ably high social and financial costs. 

To increase food security, Japan should 
establish a more adequate wheat and feed
grains reserve. 

The United States and Japan should enter 
into negotiations leading to medium-term 
supply and purcllase arrangements. 
Vni. PROBLEMS IN U.S. TRADE LAW AND THE 

UNITED STATES-JAPAN ECONOMIC RELATION

SHIP 

There ls concern in Japan that recent 
changes ln American trade laws have moved 
ln some areas ln a protectionist direction and 
may act as a non-tar11f barrier to trade. At 
the same time, many Americans believe that 
these laws are fully consistent with interna
tional codes, provide legitimate defense for 
domestic industries against unfair trade 
practices, and are needed to support an over· 
all liberal trade policy. 

Because of the differences or opinions ln 
this area, both governments should under
take an examination o! American and Japa
nese trarie laws and n'"Rctlces. 

Simtlar etrorts should be carried out on a 
prl vate basts among speclallsts tn both 
countries. 

As a long-term measure, the two govern
ments should provide leadership in further 
stren~t.hening tnternat.knal codes dealing 
with injurious trade practices. 
IX. ECONOMIC DISPUTES AND POLITICAL FRICTION 

United States-Japan economic and trade 
issues have often become serious political 
issues in both countries. 1eopardizlng valu
able cooperation in non-economic as well as 
economic arenas. Both governments !'hould 
malre st.rong efforts to contain policiti?atlon 
o! ineutt.able iPst.ances of economic !rlctlon. 

Officials in both countries .c:houtd Improve 
thelr knowledge o! and !'ensit.lvity to t.he 
domestic political situation o! the other 
country ln order to avold highly vlslble 
political cr-nfllct. 

Especially on the United States stc'e. tl,ere 
is a need to cJlscaTd misleading Images, such 
as that of "Japan, Tnc." 

On the Jananese slde. theTe ls a need for 
~overnment.-media, and other leaders t{) put 
American polltical statements and Congres
sional action ln a broe.der perspective. 

Americans must be sensitive to the use of 
what appear to be heavy-handed pressuring 
tactics. J ·apan should respond earner to 
"sorter" signals and no~ lnvlte pressure. 

Each stde should avotd using flhe other a.s 
a scapegoat despite the short-run pollttcal 
benefits o! sometimes so doing. 

United States omctals should beware at in
truding too deeply into Japanese economic 
decision-making, particularly on Issues 
normally considered domestic in nature. 

Jaue.nese negotiators should soeak up 
more, countering American criticism as 
squa.Tely as possible, to mlnlmlze misunder-

standings or mtsperceptloM of their poel
tion. 

A cardinal prlnclple ln American-Jap
anese diplomacy ln the future should be an 
effort to negotiate on the basts of mutual 

and reciprocal -benefit. 
X. CONCLUSION 

The sheer slze o! the United States-Japan 
share o! the global economy and world trade 
requires the maintenance or a close, mutual
ly rewarding economic relationship. It ls 
vital to both countries and the world. Yet, 
in any bilateral relationship as encompaa&
ing, Intense, and diverse as that between 
Japan and the United States, there will ln
evttably be some differences ln natlona.l 
mterest and, therefore, occasions for bi
lateral tension. What ts essential 1s that 
the£e occasional dUferences be vtewed ln a 
broader, long-term pet'spective, addressed di
rectly and resolved ln a mutually benene1a1 
me.nner, and not be permitted to Imperil the 
overall relationship. 

In its work, the Group could ·not examine 
all or the many challenges the two countries 
!ace ln thelr economic Interactions with 
each other and the rest o! the world. We 
chose to give attention first to those Issues 
which have been most vislbly troubllng the 
United States-Japan economic relationship. 
We feel that a number of potentially im
portant problems need further attention. 
These include not only issues of trade rela
tions and differences in the structure of the 
two economies, but also those lnvolvlng the 
shared global responslbiltties o! a more com
prehensive Unlted States-Japan partnership. 
Continuing attention to these Issues ln 
both countries ls the best guarantee {If a 
healthy long-term Unlted States-Japan eco
nomic relationship. 

CONCLUSION 

Each year, Japan and the Untted States 
together produce about 35 percent of the 
world's new output and en~a~e ln almost 20 
percent o! the world's trade. For thls reason, 
the two countries' success ln malntainlng a 
close, mutually beneficial relattonshlp is not 
only vltal to thelr own prosperity and secu
rity, but crtttcal to the world as a whole. 
Progress ln solvlng the broader problems of 
the lnternatlonal economy depends in large 
part on a close, etfecttve Unlted States
Japan partnership. 

In the prececJlng pages, we have repeatedly 
stressed that tn any relationship as encom
passing, Intense. and diverse as that between 
Japan and the Unlted States, there wUl In
evitably be some dttrerences of Interest and 
some friction. What ls essential ls that thls 
friction be vtewed ln a broader perspective 
and not be allowed to tmperll the overall 
relattonshlp. 

The Japan-Untted States Economic Rela
tions Group has been a unlque experiment 
in the two countries' relations. Never before 
have the two heads o! government jointly 
requested a binational group of private cltl
zens to examine the issues atrecting the rela
tionc;hip and make pollcy recommendations 
directly to them. 

We all belleve this experiment has been 
highly successful. During the past year, we 
have engaged in many hours of intense dis
cussion and as this report demonstrates, have 
been able to arrive at common points o! vtew 
on many issues. The Group has sponsored 
research involving both Japanese and Ameri
can experts, and belleves that thls kind of 
joint policy oriented research can have an 
important impact on improving mutual un
derstanding o! bilateral and global problema. 

In the past year, we could examine only 
some o! the many challenges the two coun
tries !ace in their economic interactions wlth 
each other and with the rest o! the world. 
We choee to give attention first to those Is
sues whtch have been most vtalbly troubling 
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the United States-Japan economic relation
ship. We feel that a. number of potentially 
important problems need further attention. 
These include not only issues of trade and in
stitutional structure, but also those involv
ing the shared global responsib111ties of a 
more comprehensive American-Japanese 
partnership. Their consideration would bene
fit !rom further examination by a binational 
group not burdened with day-to-day govern
mental policy responsib111ties. 
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THE REAGAN ERA AND CORPORATE 
SOCIAL RESPONSIBILITY 

e Mr. DURENBERGER. Mr. President, 
while most Americans have been cheer
ing the economic recommendations of 
President Reagan, many of our constit
uents are wondering how we will meet 
the legitimate social goals that seem 
threatened by budget cuts. 

As I look at the tremendous resources 
in our country-the combined talents 
and ability of Government, business and 
the voluntary sector-! am convinced 
that we can achieve our social goals. The 
budget cuts at the Federal level will not 
take anything away from anyone. In
stead, the redirection of Government 
will.simply change the way we pay for 
services. 

The rationale for Federal spending 
cuts goes beyond our abhorrence of a 
~loated Federal budget and double-digit 
Inflation. Cutting the budget is a mes
s~ge to the public-and to some politi
cians-that Government cannot and 
should not be all things to all people. 
Our country is blessed with other r"
~ources ~hat can and will provide serv
Ices. It Is Government's legitimate role 
to set national policy and to provide the 
encourae:~ment, the incentives, and the 
opport~mty for others to achieve that 
policy m many cases. 

Voluntary organizations throughout 
the country are already following this 
for~ula. In fact, in many ways, the re
.currmg theme that has set America 
apart fro~ other societies, even other 
democracte.s, has been our citizens' in
volvement m voluntary service activities. 

Private citizens have always been in
volved in the delivery of services ·1s well 
as in the determination of policy. 

Part of our new commitment to re
direct the national Government must be 
the provision of incentives for volun
teerism. Inflation is a disincentive that 
is robbing voluntary organizations of 
their ability to attract volunteers and is 
eroding contributions. Reducing infla
tion and passing legislation like the bills 
I am proud to support to increase the 
mileage tax deduction and the chari
table contributions tax deduction are the 
incentives we need. 

The private for-profit sector also has a 
major role to play in this redirection of 
public service delivery. In many areas, 
the private sector has already taken the 
lead in providing services. In other areas, 
through legislation I and others have 
introduced-ridesharing and health care, 
for example-business may have the op
portunity to do even more. 

Business, though, is faced with many 
difficult questions as it studies its oppor
tunities in "social responsibility." 

The Clearinghouse on Corporate So
cial Responsibility, in its publication Re
sponse. thoughtfully la!d out these op
portunities and challenges. I might add, 
by the way, that I am proud that two 
Minnesotans, John E. Pearson of North
western National Life and Arley Bjella 
of Lutheran Brotherhood, have been ac.
tively involved in ·the Clearinghouse. 

Mr. President, I ask to have printed 
in the RECORD the editorial from 
Response. 

THE REAGAN ERA AND CORPORATE SOCIAL 
RESPONSIBILITY 

(By Stanley G. Karson) 
What -Is the impact of the November elec

tions on the course or corporate social re
sponsibility? 

What does the apparent conservative swing 
say ·about the soc!al and community prob
lems that have been addressed increasingly 
by business leaders? 

The answers to these questions, asked of 
the Clearinghouse and discussed at the most 
recent meeting of the industry's Committee 
on Corporate Social ResponslbiUty, may wel1 
disturb some, oparticul•a·rly those expecting 
pat answers. So that there not be confusion 
over basic terms, let us begin ·the answer 
with a. definition: corporate sociaol respon
sibility involves the conduot of a business so 
that it .is financially profitable, economically 
useful, ethically correct and socially sup
portive. 

The fina.nct·a.'l, economic and ethical com
ponents of this defin·i·tion should either ben
efit under the Reagan .Administration or not 
be affected one way or the other. But during 
the next four years, will business expand or 
contract the rocial role-that element of cor
por·ate social responsib111ty which a.ttends to 
critical problems of the community and of 
society at large? 

As national priorities choange from govern
ment spending for social prograoms to inft.a
tion curbs, tax reducti-on, budget balancing 
and mililiary spend·ing. H ·is clear that the 
private sector-to a great degree, the cor
porate world-w·lll find itself pressed to fill 
some of the void. This 1s an inevitable con
sequence that must be raced by owners and 
managers of America's business. Millions or 
Americans w'ho voted aga-inst massive Federal 
spending, prollfera.t1ng government programs 
and excessive oregulation on November 4th 
were saying implicitly that approaches and 
solutions using private sector initiatives 
should have a. chance. 

How business responds to this challenge 
will shape much of the future for both busi
ness and society in the years ahead. If either 
of tJhe following options are pursued, trouble 
lies ahead: 

1. Corporate executives misinterpret the 
signs, Ovt.n o!' the electorate and of history, 
and withdraw, even faster than Washington, 
from the social arena. They adopt a busi
ness-as-usual posture, concentrating exclu
sively on higher-than-usual pro:its. And all 
the while, the sores that infect their com
munities, even their markets, become worse 
than usual. Warning: If any lessons lba.ve 
been learned over the years-and that is 
always a big "lf"-problems ignored become 
problems enlarged. 

2. ln the euphoria of a simpatico, pro-busi
ness national administration, some corporate 
leaders are convinced that they have all the 
ideas, talents and resources to save the na
tion. They toy with thoughts of single
handedly solving welfare, public education , 
unemployment and urban development. 
Warning: As government cannot, without 
grave risks to our political and economic 
structure, assume the rightful role of busi
ness, so business cannot take over proper 
functions of government. 

No, the effective social role for pragmatic, 
aware, concerned business leadership is not 
in tlhese two sce narios. Rather, It must be as 
a moderate, middle-of-the-road influence, 
looking to strengthen the nation's economic 
and social system, attempting to hack away 
at the thickets of poverty, disease, discrimi
nation and social unrest within the limits o! 
the available talents and resources of the 
corporation. 

For business to do less would spurn an 
opportunity to strengthen our social fabric 
that might not come again.e 

A PATRIOTIC POEM BY A PATRIOTIC 
AMERICAN 

• Mr. GARN. Mr. President, I wish to 
submit for the RECORD the following 
poem composed by Mr. Ernest N. Eklof, 
a resident of Utah. Mr. Eklof, as his 
poem demonstrates, is a devout and 
patriotic American. His poem, "The 
President's Inauguration," is dedicated 
to every man who takes the oath of Pres
ident of the United States. More specifi
cally, he addresses this poem to Presi
dent Reagan, who for Mr. Eklof, personi
fies much of his patriotic poetry. I feel 
his verses closely capture the spirit of 
thts exalted office. I hope all who read 
this poem may receive the same spirit in 
which it was written. 

The poem follows: 
THE PRESIDENT'S INAUGURATION 

(By Ernest N. Eklo!) 
Expectant stands America. this day, 

Demanding him who has become our 
choice. 

And eager to move forward on her way. 
America. are we, and we rejoice. 

We make him ours, thus our pow'r display. 
He Is our Chief, we listen !or his voice. 

Thus ours, and so destined, he shall be 
Our conscience. We endow him with our 

might, 
To hold the bastion of Uberty. 

And for Its keep, with him we pledge to 
fight, 

And with our efforts trust in Deity. 
To keep our freedom's beacon shining 

bright; 
While stirring drumbeats !rom our past 

proclaim 
The sacred Constitution o! our Land 

For generations hence In freedom's name. 
We pledge our very lives, held by God's 

hand, 
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To keep the 11 ving torch of peace aflame
An ensign for the world to understand. 

America receives her president, 
And he receives America to guide 

Her years of destiny with our consent, 
To make her past and future unified; 

To guarantee her history's sure ascent, 
And all for which our Land was sanctified. 

But heavy is the burden which he bears, 
To be our leader with sobriety, 

From his beginning through fulflll1ng years. 
With him, America, the brave, the free, 

Let glory bask in human dlgnityle 

S. 574-FAMn..Y ENTERPRISE 
PRESERVATION Ac:r 

e Mrs. KASSEBAUM. Mr. President, 
through an oversight, the text of est:arte 
tax legislation whioh 1: introduced on 
February 26 was not included as part af 
my introductiory stSJtement. 

I ask thM the text of S. 574 be printed 
in the RECORD at this time. 

The text af the bill. follows: 
Be it enacted by the Senate and House of 

Representatives of the United States of Amer
ica in Congress assembled, That this Act may 
be cited as the "Fla.Ind.ly Enterprise Preserva-
1:11on A:ot". 

SEC. 2. (a) Prult IV of sulbchapter A of ch!alp
ter 11 of the Internal Revenue Code of 1954 
( rel81ting to taxalt>le est.alte) 1s Mnended by 
a.d(ling 8lt •the end thereof tbe following new 
sootlon: 
"SEC. 2058. BEQUESTS, ETC. OF CERTAIN PRoP

ERTY USED FOR FARMING, ETC. 
"(a) ALLOWANCE OF DEDUCTION.-
" (·1) IN GENERAL. -For pl.la"p05e6 of the tl&x 

imposed by seotil.on 2001, the V&lue of the tax
aJble estate shBaO. ·be determined by ded\l'dt1ng 
!rool the V'8.1ue of tale gross estate an a.mount 
equal to lthe value of &n'Y 1n1terest in quaWled 
twlgdble property 'Wh!cll passes or has passed 
!rom the d'eeedent to e. quaalfled heir, but 
onily to tthe extent that such inteTeSt-

"(A) is in'Cluded in determining the vaJue 
of 1ftle gu-oss este.rte, and 

"(B) is not excluded under this part 
(without regard to this section) in deter
mining the value of the taxable estate. 

"(2) LIMITATION.-The amount allowable 
as a deduction under paragraph ( 1) shall not 
exceed-

"(A) $750,000 with respect to interest8 in 
qualified tangible property which pass or 
have passed to the spouse of the decedent, 
and 

"(B) $750,000 with respect to all such in
terests which pass or have passed to all 
qualified heirs of the decedent other than 
the spouse. 

"(b) QUALIFIED TANGmLE PROPERTY.-For 
purposes of this sectlon-

"(1) IN GENERAL.-The term 'qualified tan
gible property' means tangible property 
(other than money) located in the United 
States which, on the date of death of the 
decedent, was being used !or a qualified use, 
but only if 50 percent or more of the ad
justed value of the gross estate of the de
cedent consists of the adjusted value of tan
gible property (other than money) which-

"(A) on the date of the decedent's death, 
was being used !or a qualified use, and 

"(B) passed !rom the decedent to a quali
fied heir of the decedent. 

"(2) CERTAIN INTANGmLE PROPERTY IN
CLUDED.-An interest in intangible property 
sball be treated as an interest in qualified 
tangible property to the extent such inter!!st 
represents an interest in, or in connection 
with, any quallfied tangible property which 
is real property. Such interests include any 
mineral interest, easement, or other similar 
Interest. 

"(3) QUALIFIED USE, ETC.-The terms 'qual
tfted use' and 'adjusted value' have the 

meanings given such terms by section 2032A 
(b) . 

"(c) TAX TREATMENT OF DISPOSITIONS AND 
FAn.URE To USE FOR QUALIFIED UsE.-

" ( 1) IMPOSITION OF ADDITIONAL ESTATE 
TAX.-If, within 15 years after the deced
ent's death and before the death of the qual~ 
ified heir-

"(A) the qualified heir disposes of any 
interest in qualified tangible property (other 
than by a disposition to a member of his 
family) , or 

"(B) the qualified heir ceases to use !or 
the qualified use the qualified tangible prop
erty which was passed !rom the decedent, 
then there is hereby imposed an additional 
estate tax. 

"(2) .AMOUNT OF ADDITIONAL TAX.-
"(A) IN GENERAL.-The amount of the ad

ditional tax imposed by paragraph (1) with 
respect to any interest shall be the amount 
equal to the adjusted tax d11Ierence with 
respect to the estate. 

"(B) ADJUSTED TAX DIFFERENCE WITH RE
SPECT TO THE ESTATE.-For purposes Of sub
paragraph (A), the term 'adjusted tax dif
ference with respect to the estate' means the 
excess of what would have been the estate 
tax liability but for subsection (a) over the 
estate tax liability. For purposes of this sub
paragraph, the term 'estate tax liability' 
means the tax imposed by section 2001 re
duced by the credits allowable against such 
tax. 

" (C) PARTIAL DISPOSITIONS.-For the pur
poses of this paragraph, where the qualified 
heir disposes of a. portion of the interest 
passing to such heir (or a predecessor quali
fied heir) or there is a cessation of use of 
such a portion, the adjusted tax difference 
with respect to the estate taken into account 
with respect to the transition involving the 
second or any succeeding portion shall be re
duced by the amount of the tax imposed by 
this subsection with respect to all prior 
transactions involving portions of such 
interest. 

" (3) PHASEOUT OF ADDITIONAL TAX BETWEEN 
5TH AND 15TH YEARS.-!! the date Of the dis
J:OSition or cessation referred to in paragraph 
( 1) occurs more than 60 months and le!:s 
than 180 months after the date of the death 
of the decedent, the amount of the tax im
posed by this subsection shall be reduced 
(but not below zero) by 10 percent !or each 
period of 12 full months after such 60 months 
and before the disposition or cessation. 

"(4) ONLY 1 ADDITIONAL TAX IMPOSED WITH. 
RESPECT TO ANY 1 PORTION .-In the case Of an 
interest passin3 from any decedent , if sub
paragraph (A) or (B ) of paragraph (1) ap
plies to any portion of an interest, subpara
graph (B) or (A) , as the case may be, of 
paragraph ( 1) shall not apply with respect 
to the same portion of such interest. 

"(5) DUE DATE.-The additional tax im
posed by this subsection shall become due 
and payable on the day which is 6 months 
after the date of the disposition or cessation 
referred to in paragraph ( 1) . 

"( 6) LIABILITY FOR TAX; FURNISHING OF 
BOND.-The qualified heir shall be personally 
liable !or the additional tax imposed by this 
subsection with respe~t to his interest unless 
the heir has furnished bond which meets the 
requirements of subsection (d) (2). 

" (7) CESSATION OF QUALIFIED USE.-For pur
poses of paragraph (1) (B) , real property shall 
cease to be used for the qualified use if such 
property ceases to be used !or the qualified 
use set forth in subparagraph (A) or (B) of 
subsection (b) (2) of section 2032A under 
which the property qualified under subsec
tion (b). 

"(d) DEFINITIONS; SPECI.'\L RULES.-For pur
poses of this se~tion-

"(1) QUALIFIED HEIR, ETC.-The terms 
'qualified heir' and 'member of family' have 
the meanings given such terms by section 
2032A (e). 

"(2) BOND IN LIEU OF PERSONAL LIABn.ITY.
If the qualified hetr makes written applica
tion to the Secretary tor determination of 
the maximum amount of the additional tax 
which may be imposed by subsection (c) 
with respect to the qualified heir's interest, 
the Secretary (as soon as possible, and in any 
event within 1 year after the making of such 
application) shall notl!y the heir of such 
maximum amount. The qualified heir, on 
furnishing a bond in such amount and !or 
such period as may be required, shall be dis
charged !rom personal liability !or any addi
tional tax imposed by subsection (c) and 
shall be entitled to a receipt or writing show
ing such discharge. 

" ( 3) INVOLUNTARY CONVERSIONS.-Under 
regulations prescribed by the Secretary, rules 
similar to the rules under section 2032A (h) 
shall apply to the involuntary conversion of 
an interest in qualified tangible property. 

"(4) PROPERTY PASSING FROM THE DECE
DENT.-The determination of whether an in
terest in property passes to any person shall 
be made 1n accordance wit h section 2056 
(d).". 

(b) (1) Section 6324B of the Internal Rev
enue Code of 1954 (relating to specialllen tor 
additional estate tax attributable to !arm, 
etc. valuation) is amended-

(A) by inserting "or qualified tangible 
property (within the meaning of section 2058 
(b))" after "section 2032A (b))" in subsec
t ion (a), 

(B) by inserting "or the adjusted tax dif
ference with respect to the estate (within the 
meaning of section 2058 (c)) " after "2032A 
(c) (2) (B))" 1n subsection (a), 

(C) by inserting "or the deduction is al
lowed under section 2058" after "section 
2032A" the first place it appears in subsec
tion (b), 

(D) by inserting "or section 2058 (c)" af-
ter "2032A" in subsection (b) ( 1), and 

(E) by inserting "or 2058 (c)" after "2032A 
(c) " in subsection (b) (1). 

(2) Section 2013 (!) of such Code (relat
ing to credit !or tax on {lrior transfers) is 
amended-

( A) by inserting "or 2058" after "2032A" 
each place it appears in the text and head.ing, 
and 

(B) by inserting "or 2058 (c)" after "2032A 
(c) " each place it appears. 

(c) The table of sections for part IV of 
subchapter A of chapter 11 of the Internal 
Revenue Code of 1954 is amended by adding 
at the end thereof the following new i tern: 
"Sec. 2058. Beques~. etc, of certain property 

used for farmtng, etc.". 
SEc. 3. The amendments made by this Act 

shall apply to the estates of decedents dying 
after December 31, 1980. e 

THE PROMOTION OF. TRUMAN 
SPANGRUD TO THE RANK OF 
MAJOR GENERAL THE U.S. AIR 
FORCE 

e Mr. DECONCINI. Mr. President, as 
Americans once again realize the im
portance of a strong military to our Na
tion's security, so should we recognize 
and commend those who have dolle their 
best to keep America strong during a 
time when participation in the Anned 
Forces was not sutnciently appreciated. 

Thus, Mr. President, I rise today to 
give my thanks and my congratulations 
to a native Arizonan whose promotion to 
the rank of major general was confirmed 
by this body on December 4, 1980. Maj. 
Gen. Truman Spangrud's service to his 
country spans a period of 15 years, be
ginning in 1956 with a commission as 
an Air Force second lieutenant through 
the Reserve Ofticer Training Corps. He 
completed Air Command and Staff Col-
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lege as a distinguished graduate while 
earning a master's degree in business ad
ministration from George Washington 
University at the same time. In 1966, he 
flew 81 combat missions in Southeast 
Asia. He completed the National War 
College as an outc-tanding graduate. He 
has held several r ositions in the office of 
the Comptroller Jf the Air Force and is 
currently vice co'llmander of the Elec
tronic .Systems Division of Air Force 
Systems Command. A command pilot 
with 3,500 hours of flying time, General 
Spangrud's decorations include the Le
gion of Merit, Distinguished Flying 
Cross, Bronze Star, Meritorious Service 
Medal, and seven Air Medals. 

Let us share with General Spangrud's 
family their pride in his devotion and 
service to the United States. Let us en
courage young men and women to fol
low the example that General Spangrud 
has set, because without Americans like 
General Spangrud our Nation could not 
remain free.e 

EXPORT TRADING COMPANY 
LEGISLATION-IV 

• Mr. HEINZ. Mr. President, I would like 
to bring to mv colleagues' attention a 
study prepared for the Department of 
Commerce by Economic Consulting Serv
ices Inc. The study reveals the serious 
difficulties the U.S. textile and apparel 
industries have had in developing poten
tial export markets. The study recom
mends the enactment of legislation such 
as S. 144, the Export Trading Company 
Act of 1981, that would establish export 
trading companies to correct this situa
tion. 

Mr. President, this industry is only one 
of many that will benefit from the enact
ment of this bill. I ask that "A Study of 
the Feasibility of Export Trading Com
panies to Promote Increased Exports by 
the U.S. Textile and Apparel Industries" 
by Economic Consulting Services Inc. be 
printed in the RECORD. 

The material follows: 
A STUDY OF THE FEASmiLITY OF EXPORT TRAD

ING COMPANIES TO PROMOTE INCREASED Ex
PORTS BY THE U.S. TEXTILE AND APPAREL 
INDUSTRIES 

EXECUTIVE SUMMARY 

I. Introduction 
In May 1980, Economic Consulting Services 

Inc. (ECS) was awarded a contract by the 
U.S. Department of Commerce for "A Study 
Of The Feasib111ty Of Export Trading Com
panies To Promote Increased Exports By The 
Textile And Apparel Industries." This Execu
tive Summary presents a brief synopsis of 
the findings of the study, and ECS's resultant 
policy recommendations. 

II. Purpose and scope of the study 
The U.S. textile and apparel industries 

have had limited, but recently improving, 
success in developing their potential export 
materials; in 1979 only 6.5 percent of the dol
lar value of U.S. textile shipments and 1.6 
percent of U.S. apparel shipments were sold 
for export. One major reason for this poor 
export performance is that these two in
dustries consist largely of firms which do not 
have the resources needed to explore foreign 
markets fully and effectively. An export trad
ing company (ETC) might make it possible 
for these small firms to develop their export 
markets more fully than they have to date. 

The study was carried out in four phases. 

The objectives of these phases were, respec
tively: (1) to examine the feasib111ty of ex
port trading companies which specialize in 
textiles and apparel, and to identify their 
probable functions and organizational needs; 
(2) to construct a preliminary model of an 
ETC for each of these industries; (3) to de
velop a.nd conduct two surveys, one to assess 
the interest of U.S. manufacturers in selling 
through an ETC and the second to assess the 
w1llingness of foreign importers to buy U.S. 
textiles and/ or apparel through an ETC; and 
(4) to develop "final" organizational models 
for ETCs specializing in textiles and apparel, 
along with appropriate pollcy recommenda
tions. 
III. Definition of an export trading company 

An export trading company (ETC) is de
fined in this study as an independent firm 
(or association of firms) which has the capa
bility to provide a comprehensive range of 
export services to domestic producers. Such 
services include: contacting foreign custom
ers; providing markets intelllgence and 
research; arranging for freight forward
ing; arranging for price quotes, whether on 
an f.o.b., c.i.f., or landed, duty-paid basis; 
making necessary credit and other financial 
arrangements; providing other necessary 
transaction mechanics; and, possibly, per
forming broader functions such as product 
design. In the performance of these serv
ices, an ETC should be capable of taking 
title to the products that it trades and will 
normally function in this manner, although 
it is not precluded from exporting on a 
commission basis or providing specialized 
exoort services for a fee. To be effective, an 
ETC must maintain some level of "perma
nent" presence in major foreign markets, 
through overseas sales reoresentatives, sales 
offices, showrooms, warehousing facilities, 
and/ or distribution networks. An ETC may 
also become involved in importing and in 
international trade among third countries in 
order to: develop additional sa.les and reve
nues, reduce foreign exchange risk, main
tain good re'ations with its customers, con
summate barter deals, and use its overseas 
sales offices/ distribution facilities most ef
ficiently. 
IV. Potential role tor an export trading com

pany in the textile and apparel indus
tries 

The growth in U.S. ex,.,orts of textiles and 
apparel has been limited by barriers which 
an ETC should be able to overcome. The 
sma11 size of many firms in the apparel and 
textile industries makes it difficult or im
possible for them to allocate the financial 
and managerial :tesources needed to estab
lish an effective export "arm". Many firms 
are not aware of their export potential and 
lack an understanding of even the basic 
mechanics of exporting. 

Moreover, many American textile and ap
parel ma.nufacturers, long accustomed to 
intense and increasing competition from 
foreign suppliers in the domestic market, 
have shied away from any effort to partici
pate in export markets on a sustained basis. 
To many manufacturers, it is not logical to 
consider seriously competing abroad, given 
that certain foreign manufacturers have 
been so successful in penetrating the U.S. 
market. Exporting also involves a different 
set of problems than does the sale of goods 
domestically, such as: a different set of 
customers; longer financing periods; perhaps 
different styles, different sizes, or other 
product requirements; additional transpor
tation costs; and additional documentation. 
Therefore, exporting requires a mix of man
agerial and financial skills which many 
domestic producers lack, and which they 
have had limited incentive to acaulre. 

An ETC could overcome these barriers to 
exporting. In most ca~es, an ETC is likely to 
take title and perform all subsequent export 
operations. Such an ETC would be, in essence, 

another customer for the domestic industry, 
and would act as a foreign distributor for 
U.S. textile and/or apparel firms. An ETC 
could also act as an agent and/or provide 
certain specialized export services to manu
facturers. 

Exporting through an ETC also can make 
it possible for domestic firms to take advan
tage of various econoinies of scale that are 
often possible in exporting. The establish
ment of overseas offices, transportation and 
insurance, warehousing, etc., can all be car
ried out for a much lower per-unit cost when 
large volumes of products are exported than 
when only limited quantities are sent abroad. 
An ETC should be able to pool the exports of 
several domestic producers, and therefore 
take advantage of these potential economies. 
An ETC also might consolidate the shipments 
of several domestic producers either to fill 
very large foreign orders or to offer a full 
range of complementary products. 

Finally, an ETC may be able to market U.S. 
products abroad more effectively than many 
textile and apparel manufacturing firms. An 
ETC should be able to offer a wider range o! 
products, a wider range of product services. 
and in general be better equipped to recog
nize potential market opportunities in for
eign countries than many individual ma.nu
facturers. This may allow an ETC to secure 
more favorable prices and/or develop addi
tional marketing opportunities that most of 
the individual manura.cturers represented by 
the ETC could not develop on their own. 
An ETC may also be in a stronger position to 
bargain for lower freight, insurance, and 
storage rates than could be obtained by indi
vidual small- or medium-sized producers. 

V. Interest in export trading companies 
Two different surveys of individual firms 

were conducted as part of the study. In the 
first, questionnaires were mailed to 117 U.S. 
textile and 235 U.S. apparel firms to assess 
their attitudes toward exporting through an 
ETC, and usable responses were received from 
57 textile firms and 70 apparel firms. In the 
second survey, personal interviews were con
ducted abroad with importers of textile and 
apparel products in six foreign countries to 
determine whether they would consider buy
ing U.S. textile and apparel products from 
an export trading company, and if so wha.t 
bene,fits they would hope to derive from pur
chasing through an ETC. 

A. Conclusions: Domestic textile and ap
parel industry surveys: 

Over 70 percent of all of the firms re
sponding to the domestic industry survey in 
both the textile and apparel industries indi
cated that they would consider selling 
through an ETC. A high percentage of posi
tive responses was obtained from firms of 
all sizes, and from both exporters and non
exporters, although smaller firms and firms 
with no export experience evidenced the 
highest level of interest in selling through 
an ETC. The greatest interest in the ETC 
concept was shown by textile firms with 
less than 500 employees, and by apparel 
firillS without regard to the number of em
ployees which either export· less than 5 per
cent of their gross sales or which do not 
export. Those firms not interested in selling 
through an ETC either were already success
ful exporters which were not willing to share 
control over their export operations, or were 
firms which appear to have no interest in 
exporting. 

The responses of textile and apparel firms 
were, with some exceptions, very similar. A.~ 
substantial majority of both textile and ap
parel firms, regardless of their size and re
gardless of whether or not they are exporters, 
wanted the ETC to take title and assume all 
subsequent export responsibllities. There
fore, most U.S. textile and apparel firms 
which would consider selllng through an 
ETC would prefer a.n ETC that acts as a 
"one-stop" exporter. 

Finally, although most respondents indi-
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cated. that they were either unwilling to in
vest in an ETC, or were uncertain as to their 
willingness to do so, several firms indicated 
that they would be willing to invest sub
stantial amounts, ranging from $50,000 to 
f500,000, and in two cases over $500,000. 
Therefore, some textile and apparel firms 
appear to be potential sources of investment 
capital for an ETC in each industry. 

B. Conclusions: Foreign importer survey: 
A number of buyers in each of the coun

tries visited indicated that they would be 
willing to purchase U.S. textile and/or ap
parel products from an ETC, although their 
enthusiasm for the ETC concept, and the 
range of services that they would expect, 
varied considerably from country to country. 
Buyers in the Far East generally expressed 
a much greater level of interest in buying 
through an ETC than buyers in Europe. 

Importers in all of the countries visited 
stressed the potential role of an ETC in lo
cating U.S. suppliers and effectively market
ing U.S. products in their country. Almost 
all of the importers contacted stated that 
the enormous size of the U.S. textile and 
apparel industries makes it very difficult for 
foreign importers to locate U.S. firms which 
( 1) are producing the types of products that 
they want to buy and (2) are willing to 
export. In addition, many U.S. textile and 
apparel firms are not effective in identifying 
which of their products can be marketed in 
specific foreign markets, and then promoting 
these products. If an ETC can help overcome 
these problems, it wm perform a valuable 
marketing service and should be able to in
crease U.S. exports of textile and apparel 
products. 

VI. Final models 
An export trading company that trades in 

textiles will be very s1m1lar to one that trades 
in apparel.1 In both cases, the ETC wm "do
mesticate" the foreign sales of U.S. manu
facturers by making the terms and condi
tions of foreign sales as similar as possible 
to those of domestic sales. To do this effec
tively, an export trading company exporting 
the products of U.S. firms in either industry 
will have the following features: 

The ETC should be organized as an inde
pendent, privately-owned, profit-motivated 
corporation. 

Product expertise is essential for the ETC's 
success. Therefore, the most likely source of 
entrepreneurs for a textile/ apparel ETC lies 
with firms/individuals with experience in 
the textile and/or apparel industries. Other 
possible sources of investors are other trad
ing organizations, such as export manage
ment companies, and banks (if legislation is 
enacted to allow investments by financial 
institutions). 

The ETC should be capable of taking title 
to the products that it handles, essentially 
acting as a "one-stop" exporoter for U.S. tex
tile/apparel firms. This, however, does not 
preclude the ETC from selling products on a 
commission basis or from performing more 
specialized export services. 

To market U.S. products effectively over
seas, an ETC must meet the specific needs of 
foreign buyers, and therefore must be willing, 
at a minimum: to supply products to foreign 
buyer speclflcations; to extend credit in a 
form acceptable to foreign buyers; to clear 
shipments through customs; to pay duties 
and freight; to quote landed, duty-paid 
prices. At the same time, a number of foreign 

1 There are some differences between textile 
and apparel ETCs which have the same sales 
volume and· which offer the same range of 
services with respect to their organizational 
structure and financial requirements. These 
differences are illustrated in two financial 
models, one each for textiles and apparel, 
which ECS developed for this purpose and 
which are presented in the Final (Phase IV) 
Report. 

buyers may not wish to use this entire range 
of services. Therefore, the ETC must be flex
ible in this regard. 

There is no optimal size for an ETC. How
ever, an ETC should have the resources to 
hire its own sales representatives and/or 
establish its own overseas offices in major 
foreign markets which require such an office. 
Moreover, the range of export-related services 
for which the ETC would be responsible im
plies a substantial commitment of human 
and financial resources. 

An ETC must have a large volume of sales 
in relation to capital in order to earn an ade
quate return on equity. The expected ratio 
of capital to sales for an ETC should be 
within the range of 1:10 and 1:20. 

To obtain the sales volume required for 
long-term vlabll1ty and to avoid over-reli
ance on a single product, an ETC should 
represent as diverse a range of textile/ap
parel products as possible. The same ETC 
may export both textile and apparel prod
ucts. 

Although an ETC may become involved 
in two- and three-way trade as well as ex
porting, few foreign buyers showed any 
interest in having the ETC act in this role, 
and a number of U.S. textile and apparel 
firms indicated that they would be reluctant 
to export through an ETC that imports com
petitive products. Therefore, it is antici
pated that an ETC wlll engage in two- and 
three-way trade primarily as an ancillary 
operation, and that there will be little or no 
conflict between the profit-maximizing ob
jectives of the ETC and the policy·objectives 
of improving the U.S. trade balance. 

VII. Policy implications 
The policy implications of this study may 

be summarized ·briefly as :follows: 
Export trading companies represent a 

promising vehicle for expanding exports of 
U.S. textiles and aoparel. 

An export trading company should be 
organized as a private, profit-motivated 
corporation which 1s capable of taking title 
to the merchandise that it handles and act
ing as a "one-stop" exporter for domestic 
textile and apparel firms. 

There are no institutional or legal barriers 
which preclude the establishment of export 
trading companies in the textile and apparel 
industries. However, some forms of govern
ment encouragement and some legislative 
changes may provide a valuable impetus for 
the formation of ETOs. 

Administrative and legislative initiatives 
which should be taken to encourage the 
formation of export trading comoanies in 
the textile and apparel area include: (1) 
conducting seminars to publicize the export 
trading company concept; (2) targeting 
existing government support for exporters 
and/ or new businesses to encourage the 
formation of export trading companies; (3) 
having a single office in the Department of 
Commerce responsible for coordinating pro
grams applicable to export trading com
panies; ( 4) allowing bank investment in ex
port trading comnanies; and (5) clarifying, 
and perhaps strengthening, the anti-trust 
protection provided under the Webb-Pomer
ene Act. These initiatives can be taken us
ing existing resources, ahd require no new 
appropriation of funds.e 

THE REYE'S SYNDROME CONSEN-
SUS DEVELOPMENT CONFERENCE 

• Mr. MELCHER. Mr. President, from 
March 2 to March 4 a Consensus Devel
opment Conference was held on Reye's 
svndrome at the National Institutes of 
Health. Reve's is a life-threatening afflic
tion of children that can strike with ter
rific speed following a bout with a viral 
illness. Symptoms include persistent 
vomiting, lethargy, and irritability. 

Coma can follow due to lack of brain 
oxygen and death can follow within a 
few days. Some surviving victims have 
suffered brain damage. 

I was privileged to address the Reye's 
Conference and it was a milestone in the 
fight against Reye's. It was not, however, 
the culminating event. It was, instead, a 
threshold gathering, marking the 
launching of what must be a truly na
tional focus on this potential killer of 
our children. 

In a conversation with Dr. Charles u. 
Lowe of the Office of Medical Applica
tions of Research, he told me-

Reye's syndrome is one of those rare ex
amples where a marked reduction in mor
tality rates seems to have followed from a 
public awareness campaign rather than from 
some medical breakthrough. 

The figures tend to support Dr. Lowe's 
observation. Reye's mortality which, in 
1977, was reported at 42 percent came 
down to 18 percent by 1979. 

Certainly that is an improvement. But 
it still means that 18 percent of the vic
tims did not survive. If those figures are 
to be reduced-hopefully eliminated
the research and the public awareness 
campaign must continue with our full 
support. Consistent with the aim of the 
Consensus Development Conference, I 
want to bring to the attention of the 
Senate three conference documents in 
order to further spread the word about 
Reye's. 

One of the documents explains the 
character and purpose of consensus de
velopment conferences. The second doc
ument described the Reye's situation ex
isting prior to the conference. 

The third document deserves special 
attention. It is the draft statement is
sued by NIH at the conclusion of the 
conference. Let me repeat it is a draft, 
meaning that the recommendations and 
conclusions will not be altered but that 
the final, polished document will not be 
available from the Office of Medical Ap
plications of Research for about 2 more 
weeks. 

Because public and professional 
awareness is so important in the battle 
against Reye's, I ask that the previously 
mentioned documents be printed in the 
RECORD. 

The documents follow: 
[Office for Medical Applications of Research 1 

NIH CONSENSUS DEVELOPMENT 
The National Institutes of Health in fall 

1977 launched a program designed to im
prove the lines of communication from the 
health research community to the practic
ing physician and the public. The key ele
ment in this effort is "consensus develop
ment," a process that brings together bio
medical research scientists, practicing phy
sicians, consumers, and others in an effort to 
reach general agreement on whether a given 
medical technology is safe and effective. That 
technology may be a device, drug, or medical 
or surgical procedure. 

The consensus development program is 
aimed at complementing-but not replac
ing-the usual means of reporting research 
results through publication in scientific 
jobrnals and other medical periodicals and 
through the lay media. 

NIH Director Dr. Donald S . Fredrickson 
initiated the program in recognition of the 
fact that there was no formal process with
in the research community to assure that 
medical research discoveries were iden titled 
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and evaluated to determine if they were 
ready to be used by doctors and other health 
care workers. Since NIH is the nation's 
principal health research agency, it was felt 
that it should assume the responsibility of 
more fully reporting biomedical · researc~• 
findings to the practicing community and 
the public. 

In recent years, there has been consider
able public criticism voiced concerning the 
use of certain surgical and medical proce
dures, drugs and devices. Many have claimed 
that some new technologies have reached the 
health care delivery system without being 
tested adequately. On the other hand, thert' 
are those who maintain that some well
validated technologies have been too slow in 
making their way from the research work 
bench to the hospital bedside. 

A main objective of the NIH consensus 
development program is to provide the physi
cian and the public with current, responsi
ble information on the pros and cons of 
medical technologies. This information is 
made public through reports, containing 
conclusions and recommendations about a 
given technology, written by expert and lay 
members of consensus development confer
ence panels. 

With the highly complex work associated 
with biomedical research has come rather 
te::hnicallanguage which is not always easily 
understood by all audiences. Consensus de
velopment panels have, therefore, worked to 
produce reports which, although appropri
ate for the practicing physician, will also be 
comprehensible to the general public. 

The value of these reports is that they 
may identify safe and useful emerging med
ical technologies and make a wider audience 
aware of their availability. At other times, 
they may point out some potential problems 
which could result from the use of an exist
ing technology. In some instances, panels 
may even re::ommend against using a given 
medical or surgical procedure, device, or drug, 
under certain conditions. 

One of the prime obje::tives of consensus 
development conferences is to provide a pub
lic forum to ensure that all points of view 
are aired. Specific time periods are set aside 
at every con3ensus development meeting to 
enable individuals and groups to raise ques
tions or issue comments, and meeting sum
mary re_;Jorts are designed to in::lude the 
different view points voiced at the meeting. 

For further information about the NIH 
consensus development program, contact the 
Office for Medical Applications of Research, 
National Institutes of Health, Building 1, 
Room 216, Bethesda, Maryland 20205 . 

REYE'S SYNDROME 

Reye's syndrome is one of man's modern 
medical mysteries. It is a life-threatening 
disease that develops rapidly in some chil
dren usually following an acute viral in
fection. With the highest rate of incidence 
reported in the United states, Canada, and 
Thailand, Reye's syndrome has occurred in 
at least 21 countries and has affected chil
dren in rural, suburban, and urban areas. 

Although it is not a common lllness (in 
the United States it is estimated that one 
to two cases occur every year per 100,000 
children under the age of 18) scientists are 
conducting intensive research to discover 
the cause(s) of this potentially fata.l disease 
and the best methods of diagnosing and 
treating it. 

First described in 1963 by R. D. K. Reye, an 
Australian pathologist, Reye's syndrome is 
characterized by acute encephalopathy 
(swelling of the brain) and fatty degenera
tion of the liver. The liver in a Reye 's syn
drome patient generally contains an un
usually lwrge amount of fat distributed" in 
small droplets. In addition , the liver's func
tions become im,paired, _and there are struc
tural altera.tions of its mitochondria--the 

small, spherical components of cells that re
lease stored energy in food needed for the 
body's activities. These changes in mito
chrondria are also found in the muscle and 
brain tissues. The brain swells, and the ex
cessive build-up of pressure inside the skull 
results in brain dysfunction, and possibly 
death. 

SYMPTOMS 

Researchers have established a clear as
sociation between the development of Reye's 
syndrome and outbreaks of Influell2J& B, 
Influenza A, and varicella (chickenpox). In 
a typical case, a child wlll have either in
fluenza or chickenpox, most likely during the 
winter or early spring months when epi
demics of these diseases normally occur. The 
child seems to be recovering from this viral 
disorder, but then will experience the abrupt· 
onset of persistent and intractable vomit
ing, usually the first sign of Reye's syndrome. 
The child may undergo changes in mental 
state, becoming listless, lethargic, and dis
oriented, or sometimes becoming hostile or 
unusually annoyed if spoken to or touched. 
Other symptoms may include combative
ness, inability to recognize family members, 
incessant moaning or screaming, and twitch
ing and jerking. Within a short period, 
measured in minutes or hours, the child may 
become unconscious, and may ,progress to a 
deep coma and possibly death. If untreated, 
the period from the start of vomiting to 
death is three to five days. 

EPIDEMIOLOGY 

The fatality rate for Reye's syndrome is 
not easy to ascertain since the disease is 
difficult to diagnose and mild cases may not 
be reported. Furthermore, a standardized 
definition of mild cases of Reye's syndrome 
has not yet been developed. Increased aware
ness of the disease on the part of physicians 
and hospital staff has led to greater volun
tary reporting. Between December 1, 1979 and 
April 30, 1980, the Centers for Disease Control 
received 304 reports of Reye's syndrome oc
curring in 37 states and Washington, D.C. 
The incidence is probably higher, and esti
mates of 600-1200 cases per year have been 
made. Approximately twenty percent of the 
cases are fatal. 

Cases of Reye's syndrome are divided al
most equally among boys and girls. A racial 
breakdown indicates that white children 
are affected at a higher rate, although Reye's 
syndrome also occurs in Blacks, Hispanics, 
Asians, and other ethnic groups. Among 
babies under the age of one year, Black 
infants have a higher incidence of Reye's 
syndrome, yet Black children over the age of 
one seem less susceptible to developing the 
disease than white children. 

CAUSATIVE FACTORS 

The factors which interact with the initial 
viral infection to trigger Reye's syndrome in 
some children have not yet been identified. 
Some reports have suggested an association 
between Reye's syndrome and insecticides. 

Ingestion of aflatoxin, a toxin produced by 
fungal molds sometimes found in stored 
agricultural products, has also been sug
gested as a cause of Reye's syndrome since 
experimental use of aflatoxin in macaque 
monkeys produced' liver lesions similar to 
those found in children with Reye's syn
drome. However, there is no strong epidemi
ological basis to implicate either insecticides 
or aflatoxin. 

Current evidence suggests a possible link 
between the development of Reye's syndrome 
and the use of salicylates (aspirin) during 
the preceding viral infection. Recent studies 
reported by the Centers for Disease Control 
showed higher use of aspirin among children 
who were hospitalized for Reye's syndrome 
than among matched children who had a 
similar viral illness but did not develop 
Reye's syndrome. The majority of the chil
dren who were given aspirin took no more 

than is normally recommended. The Cen
ters for Disease Control has urged caution 
in giving aspirin to control fever in children 
who develop influenza-like illnesses or 
chickenpox because their use could be a 
contributing factor to Reye's syndrome. 

DIAGNOSIS 

The successful management of Reye's syn
drome is fac111tated by early diagnosis. If 
detected and treated in its beginning stages, 
most Reye's syndrome patients can, and do, 
recover completely. 

Children who develop persistent vomLting 
following recovery from a viral illness and 
who develop listlessness, irritab111ty, disor
ientation, or increasing lethargy, should re
ceive prompt medical attention. A physician 
will perform laboratory tests and a case his
tory may be taken to consider the possib111ty 
of other illnesses whose symptoms mimic 
those of Reye's syncmoome. 

A diagnosis of Reye's syndrome is usually 
made if there is an elevated blood ammonia 
level, and if acute non-inflammatory en
cephalopathy is present with either fatty 
changes in the liver or excessive increases 
in two enzymes called SGOT and SGPT. 
SGOT (serum glutamic oxaloacetic trans
aminase) and SGPT (serum glutamic pyru
vic transaminase) are enzymes normally 
present in the liver, which are released into 
serum in high concentrations as a result of 
injury to the liver cells. The tests that are 
performed on a child also indicate whether 
an excessive level of ammonia is present in 
the blood, an indicator of mitochondrial in
jury within the liver, which is typical of 
Reye's syndrome patients. 

TREATMENT 

Although there is no known cure for 
Reye's syndrome, intensive supportive care 
in a hospital with intensive care fac111ties 
and staff experienced in treating Reye's syn
drome can often reverse the course of the 
disease. 

Once a diagnosis of Reye's syndrome has 
been made, treatment is concentrated on 
the control of brain swelling and intracran
ial pressure through the use of drugs and 
monitoring measures. Even with this aggres
sive therapy, some children who recover 
from Reye's syndrome may suffer permanent 
brain damage. Although treatments may 
vary, the prognosis for children with Reye's 
syndrome is improving. This may be attrib
utable in part to the fact that more diagno
ses of Reye's syndrome are made before chil
dren reach advanced stages of the disease, 
physicians now have more experience in 
treating the disease, and treatment is more 
aggressive. 

Research 
The National Institutes of Health is spon

soring research efforts to identify the causes 
of Reye's syndrome, develop methods of 
treatment and/ or prevention, improve meth
oc's of diagnosis, and identify which children 
might be at high risk. Because Reye's syn
drome research transcends the areas of epi
demiologic, neurolozic, and metabolic 
studies, NIH-supported investigations are 
multi-institutional to provide the broad cov
erage needed in the study of this disease; The 
institutes conducting Reye's syndrome re
search include the National Institute of 
Allergy and Jnfectious Diseases (NIAID). the 
National Institute of Neurological and Com
municative Disorders and Stroke (NINCDS). 
the National Institute of Environmental 
Health Sciences (NIEHS), the National 
Tnstitute of Arthritis. Metabolism, and Di
festive Diseases (NIAMDD), the National 
:nstitute of Child Health and Human Devel
opment (NICHD), and the Division of 
RPc;earch Rec;ources (ORR). 

·Epidemiologic studies are being conducted 
to determine if viruses, aflatoxins, insecti
cides, or pesticides may play a role in the de
velopment of Reye's syndrome. Researcher5 
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are also working on improving existing In
fluenza A and B vaccines, developing new 
ones, and studying varicella vaccines. If in
fluenza and varicella infections can be con
trolled and eventually prevented, Reye's syn
drome may not occur in the aftermath of 
these epidemics. 

Five general clinical research centers lo
cated at universities throughout the country 
also receive support from Nm to conduct re
search on Reye's syndrome. Their research 
focuses on such areas as determining 
whet her any metabolic defect s remain in the 
survivors of Reye's syndrome, finding meth
ods to reduce the high levels of ammonia 
that occur during Reye's syndrome, and un
derstanding the mechanisms involved in the 
disease that produce the severe brain swell
ing. One recently initiated study has been 
undertaken to evaluate the neurological , 
psychological , and educational abilities of 
children who have survived Reye's syndrome. 

The development of animal models and the 
study of biochemical correlates are also 
topics of interest to scientists. Other grant
ees are searching for a serum factor that 
might be responsible for destroying the 
mitochondria in children with Reye's syn
drome. Working with rat liver mitochondria 
incubated with serum from Reye's syndrome 
patients, these researchers are trying to as
certain what substance in the serum could 
be the cause of the structural and functional 
alterations in the mitochondria. 

In addition to national surveillance, the 
Centers for Disease Cont rol is studying the 
possible role of specific viruses, afiatoxins, 
and medications. The Cent ers for Disease 
Cont rol also conducts investigations of 
Reye's syndrome outbreaks when they occur 
in t he United Stat es. 

Reye's syndrome is receiving increased na
tional attention. The National Institut es of 
Health is sponsoring workshops and meet
ings to bring together investigators from 
various disciplines. As scientists move closer 
towards discovering the causes of Reye's syn
drome, there is hope that occurrence of this 
serious and sometimes fatal disease can oo 
prevented. 

Several private organizations also are ac
tively concerned with Reye's syndrome. For 
further information, write to: 

National Reye's Syndrome Foundation 
(Michigan) , 8293 Homestead Road, Benzonia, 
Mich. 49616. 

The National Reye's Syndrome Founda
tion, Inc. (Ohio), P.O. Box 829, Bryan, Ohio 
43506. . 

The Robert Katz Medical Research Foun
dation, 969 Saxony Drive, Highland Park, 
Illinois 60035. 

American Reye's Syndrome Association, 
701 S . ~ogan Street, Suite 203, Denver Colo. 
80209. • 

THE DIAGNOSIS AND TREATMENT OF REYE'S 

SYNDROME 

A Consensus Development Conference was 
held at the National Institutes of Health on 

March 2, 3, and 4, 1981, to address issues on 
t he diagnostic criteria and treatment of 
Reye 's syndrome. 

At NIH, consensus development confer
ences bring together invest igat ors in the 
biomedical sciences, practicing physicians , 
consumers, and advocate groups to provide a 
scientific assessment of technologies includ
ing drugs , devices , and procedures, and to 
seek agreement on their safet y an d effective
ness. 

On the first two days of the meeting, a 
consensus development panel and members 
of the audience reacted to evidence pre
sented on the following questions: 

What are the key signs, symptoms, and 
laboratory findings of Reye's syndrome? 

What is the evidence for the effectiveness 
of the various treatments of Reye 's syn
drome? 

What are the clinical and experimental 
studies needed to advance our ability to diag
nose and treat Reye's syndrome? 

The members of the panel represent the 
disciplines involved with the diagnosis and 
treatment of those with Reye's syndrome. 
Panelists were nominat ed for their role by 
seven specialt y associat ions : t he American 
Academy of Neurology, the American Acad
emy of Pediatrics , the American Association 
of Neurological Surgeons , the American So
ciet y of Anesthesiology, the American Acad
emy of Family Physicians, the Child Neurol
ogy Society, and the American Nurses Asso
ciation. This summary is t he result of the 
panel 's deliberations. 

Reye's syndrome is a rare, potentially life
threatening illness that affects children of all 
ages, with peak incidence between 5 and 15 
years; on rare occasions it has been reported 
in adults. Although Reye's syndrome (en
cephalopathy with fatty degeneration of vis
cera) has been extensively investigated since 
t he classic description of the disorder by 
Reye, Morgan, and Baral , in 1963 , the etiology 
and pathogenesis of this disease process re
main obscure. The subcellUlar insUlt appears 
to affect mitochondria in multiple organ sys
tems. Since prompt treatment may provide a 
better chance for complete recovery, early 
diagnosis is important. 

Dissemination of information including 
the early symptoms of Reye's syndrome, diag
nostic criteria, and essential aspects of ther
apy is recommended. This information 
should oo distributed to parents, physicians, 
and nurses to facilitate early recognition, 
diagnosis, and treatment. 

1. WHAT ARE THE KEY SYMPTOMS? 

Reye's syndrome shoUld be suspected in a 
child who, during or while recovering from a 
viral lllness (most commonly chickenpox or 
influenza), unexpectedly develops repetitive 
vomiting and altered behavior such as leth
argy, confusion, irritabllity, or aggressive
ness. Fever is not usually present at this 
time. In children under 1 year of age, vom
iting, although present, may be overshad
owed by respiratory disturbances such as hy-

TABLE 1.-STAGING OF REYE'S SYNDROME 

II Ill 

perventilation or apneic episodes. In this age 
group, seizures may occur as well. The con
sensus panel suggests that all children with 
t h e above symptoms receive prompt medical 
attention. 

2 . WHAT ARE THE LABORATORY FINDINGS IN 
REYE 'S SYNDROME? 

Helpful laboratory tests include determin
ation of serum transaminases, ammonia con
centration, and blood prothrombin activity. 
The serum transaminase levels should be at 
le::t.st t hree times upper normal limits ; pro
thrombin time is usually prolonged, and 
blood ammonia levels are usually elevated. 
Jaunjice is conspicuously absent and bili
rubin levels are rarely elevated. Blood glu
cose level is usually normal, especially in 
children 4 years of age and older. 
CSF findings include fewer than 30 cells 
per mm3 and normal CSF glucose con
centration except in association with hypo
glycemia. Other recommended laboratory 
tests include determination of blood glucose, 
amylase, calcium, phosphorous and sali
cylat e level. 

3. WHERE SHOULD A PATIENT BE TREATED? 

The major need in a primary care setting 
is a high index of suspicion for Reye's syn
drome and a willingness rto per!orm appro
priate laboratory investigations promptly . 
Children with history and laboratory findings 
suggestive of Reye 's ' syndrome shoUld be hos
p italized for detailed observation, intrave
nous glucose infusion, and supportive 
therapy. Management of patients with Stage 
n• or worse should be carried out in a pedi
atric intensive care unit with a multidisci
plinary team and preconceived protocol ap
proach. 

If the d iagnosis of Reye's syndrome is made 
in a primary care setting, the responsible 
physician should, in consultation with col
leagues in a tertiary care center, discuss the 
t iming of transfer. An intravenous infusion 
containing glucose should be initiated as 
early as possible, and the transport team 
should be prepared to provide support !or 
vital functions. 

4. WHAT ARE THE CURRENTLY USED RATING OR 
CLASSIFYING SYSTEMS FOR MEASURING THE 

SEVERITY OF CLINICAL SYMPTOMS? HOW USE
FUL ARE THEY? 

A variety of staging systems have been 
proposed for Reye's syndrome patients, based 
upon clinical neurological findings. These 
systems have proven useful in determining 
the severity o! the illness, monitoring therapy 
and for predicting ultimate outcome. The 
multiplicity of staging systems has, however, 
been confusing for clinicians and researchers 
alike. 

5. SHOULD A UNIFORM SYSTEM BE RECOMMENDED 
FOR GENERAL USE? 

The panel reviewed a number of proposed 
staging systems and recommends the follow
ing system for use in management and study 
of Reye's syndrome: 

IV 

~~~~~r~-~~~s_c~~~~~~~~~= ===== == = = ~~t~~fY_ ~~~~~-s-~~~~~~ ~~~-~~~~-s~~== = ~~~~=rve/stupor, verbalizes inappropriately __ __ Coma. __________ ______ ___ ____ ____ ____ _____ ____ Com~. 
ResP,Onse to pam ___ _______ __ ___ _ PurposefuL Pur oseful/norl iir- --f- ~-- - --- ----- .----- --... Decort!cate/decerebrate .. _ •..• _ • • __ • •• __ •. . . __ . Flaccid. 
Pupillary reaction Brisk -- --- -------- - -- -- - - ----- P. P pose u ---- -- - -- ---- --- ---- - - Deco~lcate/decerebrate __ __ ____ _____ ___________ None. 
Doll's eye _______ ·:~== = = = = = === === Normal·--- - ----- - --------- - ---- --- ~~u:~~s~ --- --.;-·- -- ----- -- ----- -- --- -- - ---- ---- Slug_Rish ... - --:· :· ·-.-- -- - :------ -- -- ---------- None. --- - ---- ---- -- --- -- -- - ----- -- J g te de latiOn. _____ __ ___ __ _____ _____ ___ __ Conjugate dev1at1on/1ncons1stent or absent_ __ __ _ None. 

6. WliEN IS A LIVEK BIOPSY NEEDED? 

The diagnosis of Reye's syndrome can be 
made In most patients without liver biopsy, 
a procedure not to be undertaken lightly in 
an uncooperative, critically m chUd with 
defects in cOBigUlation. The results may con
fuse rather than inform unless the tissue 

is processed and interpreted by pathologists 
with a special interest in the lllness. 

Nevertheless, a carefully planned biopsy, 
after correction of the coagulation abnor
mality, performed by physicians experienced 
ln performing and interpreting the results 
of such biopsies, can p_rovide important 

information in certain specific situations. 
Biopsy should oo seriously considered in 
patients in certaln categories: (1) infants, 
(2) ohlldren with recurrent episodes, (3) 

•stages in this paper re!e~ to those de
scribed in Table 1. 
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familial cases, and (4) nonepidemic (sporad
ic) cases without antecedent infection or 
vomiting. Another reason for biopsy might 
be the need for increased certainty of the 
diagnosis if a new and potentially danger
ous therapeutic regimen is planned. 
7. WHAT OTHER CONDITIONS MAY BE PRESENT 

WITH SIMILAR SYMPTOMS? 

There is a lengthening list of illnesses 
that have been temporarily misidentified as 
Reye's syndrome. Toxins, including aspirin, 
methyl bromide, hypoglycine (senecio alka
loid), isopropyl alcohol, pyrrolizidine, afla
toxin, lead, and valproic acid may produce 
disturbances of consciousness and elevation 
of serum transaminases. We now recognize 
that transaminase elevations may occur in 
children with varicella without Reye's syn
drome and in shock or hypoxia due to a wide 
variety of illnesses. Intramuscular injections 
(especially thorazine) and protracted sei
zures are additional causes of enzyme eleva
tions in the setting of other central nervous 
system diseases. 

When confronted by familial or recurrent 
occurrence of Reye-like illness, the physician 
should consider a.n in-hom error of metab
olism, especially systemic ca.rnitine defi
ciency, B-OH, B-me glutaric acidemia, 
ornithine transcarbamylase deficiency, or 
hereditary fructose intolerance. 

8. WHAT SPECIAL DIAGNOSTIC TESTS ARE 
NEEDED? 

CT scanning is neither necessary nor indi
cated for diagnosing Reye's syndrome unless 
there is clinical suspicion of a disease other 
than Reye's syndrome, e.g., subdural hema
toma, brain abscess, etc. Thus, CT scanning 
is not an integral part of the diagnostic 
evaluation of the child with Reye's syn
drome. If, however, the test is done early in 
the course of illness, it will show a normal 
pattern or evidence of diffuse brain edema, 
with no displacement of ventricles or local
ized areas of enhancement. 

Other neurological diagnostic tests such 
as the EEG may be utilized depending on 
the availability of appropriate equipment 
and individuals skilled in EEG interpreta
tion but, in general, the EEG has not proven 
to be helpful in following patients, in deter
mining prognosis, or in altering treatment. 
It may be used, in the absence of hypo
thermia or significant levels of barbiturate, 
as one of the indicators of brain death. 
9. WHAT HAVE BEEN THE INDICATIONS FOR IN

TRACRANIAL PRESSURE MONITORING? WHAT 
DEVICES ARE AVAILABLE? WHAT ARE THE GOALS 

IN REDUCING INTRACRANIAL PRESSURE AND 
WHEN CAN MONITORING BE STOPPED? 

Since 1976, several reports have suggested 
that monitoring of intracranial pressure may 
be useful in treating cerebral edema in chil
dren with Reye's syndrome. Devices used 
include those monitoring pressure from epi
dural, subarachnoid, and ventricular spaces. 

There are difficulties inherent in the as
sessment of the usefulness of a procedure 
that is employed as a diagnostic rather than 
a therapeutic tool. 

Retrospective comparisons of the use of 
intracranial pressure monitoring devices 
have produced conflicting opinions. Some 
physicians believe it improves their ab111ty 
to manage patients, others do not. Mortality 
and morbidity directly attributable to moni
toring devices are low, but local infection, 
focal seizures, subdural hemorrhage, cere
bral spinal fiuid leakage, and occlusion of 
the pressure sensor may occur. However, the 
use of these devices has not been shown to 
have a detrimental effect on outcome in 
children with Reye's syndrome. Interpre
tation of the usefulness of intracranial pres
sure monitoring devices is further compli
cated by an increase in earlier referral of 
milder cases, concomitant with improved 
pediatric intensive care unit fac111ties and 
general supportive care. Data are inconclu
sive regarding criteria for discontinuation of 
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monitoring, but no evidence exists that pro
longed use of these devices (>4 days) is of 
benefit. 

10. WHAT ARE APPROPRIATE THERAPIES IN THE 
NONCOMATOSE PATIENT? 

The standard therapy for Stage I patients 
with Reye's syndrome includes administra
tion of dextrose-containing fiuid. While 
there are no studies documenting that hy
pertonic glucose administration is clearly 
preferable over 5 percent dextrose admini
stration, a number of considerations in
cluding hypoglycemia in Reye's syndrome 
have prompted many experienced clinicians 
to administer 20 percent dextrose solutions 
to achieve blood-glucose levels of approxi
mately 250 mg percent. The rate of fiuid ad
ministration may have to be changed in the 
setting of brain edema although clinical ex
perience indicates that severe fiuid restric
tion often results in hypovolemia and hypo
tension. This may occur even with relatively 
normal rates of fiuid administration when 
osmotic diuretics are given concomitantly 
during Stage II. The most common osmotic 
agent is mannitol, given every 4-6 hours to 
raise serum osmolality to levels up to 325-
350 mOsm. 

It is for this reason that hemodynamic 
monitoring is extremely important in pa
tients with Reye's syndrome. Arterial cathe
ters not only provide continuous blood pres
sure measurement but also allow access for 
frequent arterial blood-gas sampling and 
other diagnotic tests. Central venous cath
eters or Swan-Ganz catheters are also use
ful for monitoring blood volume and cardiac 
filling pressures. This is particularly im
portant with treatment regimens emphasiz
ing hemoconcentration and high serum os
molalities. While central venous catheters 
may be entirely adequate in patients with 
normal cardiopulmonary function, pulmo
nary artery catheters for thermodilution 
cardiac output and wedge pressures should 
be used in patients who exhibit cardiac or 
pulmonary failure or in patients receiving 
drugs such as catecholamines. 
11. WHAT ARE THE IMPORTANT METABOLIC DE

RANGEMENTS AND ARE THEY AMENABLE TO 
TREATMENT? 

There are many documented metabolic 
derangements in Reye's syndrome, includ
ing hypoglycemia, hyperlactatemia, hyper
ammonemia, short chain fatty acidemia, 
hyperaminocidemia (glutamine, glutamate. 
proline, phenylalanine, tyrosine, glycine, 
alanine, lysine, aspartate, and alpha-amino
N-butyrate) as well as a respiratory alkalosis. 
Despite all these well-documented findings, 
their relationship to the severity or treat
ment of the disease remains speculative ex
cept for two specific observations. 

The maximum peak ammonia level appears 
to be correlated with the ultimate severity 
of the disease although treatment of the 
hyperammonemia has not been shown to 
alter outcome. Perhaps the only generally 
recognized metabolic treatment is hypertonic 
glucose administration, which even in the 
absence of hypoglycemia, has been observed 
in many centers to be beneficial. 

_Elective intubation of patients in Stage II 
Reye's syndrome has received general accept
ance in most centers and appears to be with
out significant complications. The rationale 
for this is that control of the airway is essen
tial in patients who require hyperventila
tion to control cerebral edema and who are at 
high risk for the development of coma. 

Finally, correction of clotting abnormali
ties by administration of vitamin K is gen
erally accepted therapy. Administration of 
10 m~ or more vitamin K, particularly in
travenously, has been documented as produc
ing hypotension. 

12. WHAT ARE THE THERAPIES FOR INCREASED 
IN'rtL\CRANIAL PRESSURE? 

While the encephalopathy of Reye•s syn
drome is not always a.ssocia.ted with increased 

intracranial pressure, elevations of intra
cranial pressure frequently complicate the 
care of patients in coma. As .a, result, efforts 
have been directed at prevention and control 
of increased intracranial pressure. Therapies 
commonly employed include osmolal therapy 
as well as spontaneous and controlled hyper
ventilation. Other measures such as high
dose barbituMtes, steroids, cerebrospinal 
fiuid withdrawal and decompressive craniot
omy remain investigational. Groups employ
ing these measures have failed to demon
strate survival rates better than that seen 
with intensive supportive care, including 
temperature control as well as management 
of circulatory, respiratory, and metabolic 
disturbances. 

Early diagnosis and prompt referral to an 
institution providing skilled intensive pediat
ric care by an experienced team are key 
factors in improving survival of children 
with Reye's syndrome. 

Any use of these newer techniques of mon
itoring and therapy of cerebral edema should 
be reserved for centers experienced in the 
diagnosis and management of children with 
severe neurological disorders. 
13. WHAT THERAPIES ARE DIRECTED AT REMOVAL 

OF PRESUMED TOXINS? 

Exchange transfusion, peritoneal dialysis, 
total body washout, charcoal hemoperfusion, 
and plasma.pheresis have all been suggested 
as potentially helpful by removing an un
identified toxic substance from patients with 
Reye's syndrome. To date, there is no evi
dence that the use of these techniques for 
this purpose is associated with an improved 
survival for patients witlh Reye's syndrome. 
Exchange transfusion, which has been ex
tensively employed, may have a role in the 
correction of clotting abnormalities. 

14. WHAT ARE THE RESIDUAL FINDINGS? 

Complete recovery xna.y be expected in the 
majority who survive the acute phase o! 
Reye's syndrome. However, some children 
who experience Stage III or IV disease may 
suffer brain damage resulting in develop
mental delay, motor impairment, or mental 
retardation. 

Normal functioning in school may be de
layed. For some weeks, the children may be 
able to do tlhe prescribed school work, but 
at a slower rate. Sometimes, distractability, 
inattention, and memory problems may 
occur. 

Anxiety and apprehension associated with 
fear of bodily harm and death are frequently 
encountered in these children while hospi
talized and following discharge from the hos
pital. Such fears can be helPed by gentle 
parental support. However, parental fears o! 
near loss with resultant over-protectiveness 
of the child can accentuate behavioral or 
school problems and should be avoided. 

Extensive psychological and educational 
testin~ appears to be unnecessary except in 
a study setting. Working with school person
nel to assist them in providing learning ex
periences geared to the individual needs of 
the recovering child is often reQuired. Family 
guidance and counseling may be useful and 
is encouraged. 
15. WHAT ARE THE AREAS OF FUTURE RESEARCH? 

The areas of potential research with re~ard 
to Reye's syndrome can be broadly and ar
bitrarily grouped as follows: epidemiology, 
etiology. dia'"nosis and disease screening, 
treatment and patient monitoring, and eval
uation and followun (long/short). The most 
imPortant area is elucidation o! the etiology 
of this svndrome. 

The proposed research agenda reflects the 
peculiar nature and current state of clinical 
knowledge of Reve's svndrome. A central 
consideration is the relatively low and sea
sonal incidence of this potentiallv lethal dis
e<~se . This fact often result-s in small num
bP.rs of patients seen at Pny sin~le hospital, 
and can contribute to tre geographic mal
distribution of observed cases. However, this 
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maldistribution may represent an opportu
nity to study risk factors that may be unique 
to various sections of the country. In study
ing treatment efficacy, together with the 
many possible combinations of disease stages 
and treatment regimens, this low disease fre
quency mandates the necessity of multicen
ter collaborative research efforts. 

Epidemiology: The identification of high 
risk infants and children deserves particu
lar attention. More detailed stratification of 
the incident cases on age, race, presence/ 
absence of environmental factors, socioeco
nomic and other characteristics will be help
ful to study further the observed difference 
in disease occurrence among many popula
tion subgroups. 

Additional efforts should be made to ex
plore the unusual geographic pattern of 
Reye's syndrome and to perform more in
tensive data collection programs within 
each region. To fac111tate the collection of 
multicenter clinical data, Reye's syndrome 
should have a specific diagnostic code in the 
ICD-10. 

Etiology: The etiology of Reye's syndrome 
remains unknown. An association with a 
recent viral infection, especially influenza B, 
and varicella, is well-established. However, 
the development of Reye's syndrome fol
lowing any of these viral infections is 
uncommon. In addition, three recent popu
lation-based case control studies have 
demonstrated an apparent association be
tween salicylate usage and Reye's syndrome. 
Since the specific questions posed to the 
panel and discussed at the consensus con
ference were limited to diagnosis and treat
ment, the data on which this observed 
association is based were not presented, but 
were discussed by several participants in 
the conference. Each of the three studies 
indicated a marked increase in the estimated 
relative risk of Reye's syndrome, which does 
not appear to be due to chance. However, 
other possible expl,anations of this associa
tion include potential biases such as case
control selection (e.g., comparability of an
tecedent illness), information gathering 
(e.g., based on recall) , and confounding 
(e.g., indications of salicylate use). 

Parents and physicians should be aware 
that most, if not an, medi<:S~tions have 
potential deleterious effects; thus, caution 
in the use of salicylates in children with 
influenza and those with varicella is pru
dent. Currently, the risk of these effects 1s 
unknown for salicylates or for other anti
pyretic medications. Since salicylates have 
been given to children with illnesses pre
disposing to Reye's syndrome without ad
verse effect, and cases of Reye's syndrome 
hwve occurred in which salicyl·ates had not 
been administered, salicylates alone cannot 
be responsible for the development of Reye's 
syndrome. However, the similarities between 
salicylism and 'Reye's syndrome, together 
with the recent studies reporting association 
between Reye's syndrome and salicylate in
gestion, indicate a need for further care
fully designed studies. 

Thus, data. from these future studies must 
be available before recommending changes 
in the current practices of antipyretic 
therapy of children. Other factors that de
serve attention Include the role of influenza 
and other viruses, afiatoxins, and genetic 
predisposition. 

Diagnosis and disease screening: Although 
guidelines for the recognition of Reye's 
syndrome are generally accepted, informa
tion on the validity of the many proposed 
screenlng {clinical and laboratory) tests is 
incomplete and based on small numbers or 
nonuniform criteria. 

Particular attention should be given to 
documenting the sensitivity, specificity, and 
prediotive values associated with the various 
tests. 

Treatment and patient monitoring: The 
proper evaluation of the various treatment 

regimens of Reye's syndrome can only pro
ceed within the framework of a randomized 
controlled trial, with unbiased determination 
of therapeutic outcome (other than sur
vival status). However, the range of treat
ment regimens should include the major 
contemporary strategies to facilitate the de
velopment of consensus protocols. Such an 
approach would optimize institutional par
ticipation, and result in increased numbers 
of patients studied. 

A need exists for determining the optimal 
monitoring procedures; namely, applying the 
most sensitive indicators of patient status 
while exposing the patient to mlnimal risks 
related to many invasive techniques. 

In any event, treatment and monitoring 
evaluations should be based upon strictly 
defined protocols that specify the appropri
ate sample sizes needed to detect particular 
effects, after patient exclusions and "losses" 
due to other reasons. Also, strict stopping 
rules should be speci.f!.ed prior to the initia
tion of any experimental intervention stud
ies. For example, the protocol should con
tain strict guidelines for ensuring the 
homogeneity of comparison groups--particu
larly with respect to "baseline" chwracter
istics. 

Evaluation and followup: Both the short
and long-term sequellae related to Reye's 
syndrome should be evaluated, using strict 
treatment protocols. Subtle effects on mental 
and motor capabilities should be evaluated 
using longitudinal data analysis, to detect 
points in time if and when abilities return 
to "normal." When possi·ble, evaluations 
should be conducted without knowledge of 
the patient's treatment or monitoring 
regimens. 

The conference was sponsored by the Na
tional Institute of Neurological and Commu
nicative Disorders and Stroke; and co-spon
sored by the National Institute of Allergy and 
Infectious Diseases; the National Institute 
of Arthritis, Metabolism, and Digestive Dis
eases; the National Institute of Environ
mental Health Sciences; the National Insti
tute of Child Health and Human Develop
ment; and the Division of Research Re
sources. Collaborating agencies included the 
Centers for Disease Control and the National 
Center for Health Statistics. Assistance was 
provided by the Office for Medical Applica
tions of Research, NIH.e 

STATEMENT BY ARTHUR FELL
WOCK, COMMANDER IN CHIEF OF 
VFW BEFORE COMMITTEE ON 
VETERANS' AFFAIRS 

o Mr. DECONCINI. Mr. President, on 
March 3, 1981, the commander in chief 
of the Veterans of Foreign Wars, Mr. 
Arthur Fellwock, delivered an excellent 
statement before the Senate Committee 
on Veterans' Affairs detailing that fine 
organization's views on the current 
status of veterans' programs and bene
fits and its legislative priorities for the 
97th Congress. The statement presents 
a clear and concise picture of both the 
short- and long-range problems con
fro,n.ting our Nation's veterans, especial
ly in the field of health care, and I felt 
it should be shared with all the Mem
bers of this body. Mr. President, I re
quest that the full text of Commander 
in Chief"Fellwock's statement be printed 
in the RECORD. 

The statement follo-:vs: 
STATEMENT OF ARTHUR F'ELLWOCK, CoM

MANDER IN CHIEF VETERANS OF FOREIGN 
WARS OF THE UNITED STATES 

Mr. Chairman and Members of the Com
mittee : 

Although it is a singular honor for me 

to appear before this distinguished Com
mittee representing the more than 2.5 mil
lion men and women of the Veterans of 
Foreign Wars of the United States and our 
Ladies Aux11iary, it is with heavy heart 
that I do so. This, sine~ I am here today 
in the place of our beloved T. C. Selman who 
expired October 21, 1980, two months to the 
day following his election as Commander
in-Chief of our great organization. T. C. was 
a Marine Corps veteran of World War II who 
served in every position of leadership and 
responsibility in the V.F.W., was a former 
mayor of Freeport, Texas and a man who 
g:1ve unstintingly of his time, his effort and 
his own means to assist our nation's vet
erans and to assure an America dedicated 
to the principles established by our found
ing forefathers. Therefore, my first act in 
office was to dedicate .this administrative 
year as the "T. C. Selman Memorial Year." 

Mr. Chairman, our pamphlet, entitled, 
"V.F.W. Priority Goals-Legislative and Se
curity for 1981," is appended to my testi
mony and, without objection, it is requested 
these priority goals be made a par.t of the 
record of this hearing. Although carrying 
my name, these priority goals reflect the 
thinkin~ and the programs initiated by the 
late T. C. Selman. 

Mr. Chairman, as a. life member of V.F.W. 
Post 2673 in Cody, Wyoming, it is gratifying 
to us all that you have been elected Chair
man of this Committee by your colleagues. 
'T'o t.ho~e of you who have returned to the 
Committee, please accept my personal 
thanks for your continued dedication. To 
those of you who are newly-elected to Con
gress or recently appointed to this Commit
tee, you have accepted a trust t'tlat is very 
sacred, to provide the Veterans Administra
tion the programs needed " ... to care for 
him who shall have borne the battle and 
for hls widow and his orphan." 

Mr. Chairman, permit me to commend this 
Committee for having shepherded through 
the Second Session of the 96th Congress leg
islation to enhance benefits for our veterans, 
their denendents and survivors which be
came Public Laws 96-330, 96-385 and 96-466. 
The soundness of your legislative actions was 
wholeheartedly endorsed when the Senate 
overrode the President's veto of H .R. 7102, 
the "Veterans Administration Health-Care 
Amendments of 1980," which became Public 
Law without the President's silmature. Your 
sensitivity for those you so ably represent 
was well demonstrated in the agonizing cost
savings legislation in the amount of $400 
million you were mandated to submit by 
the First Concurrent Budget Resolution for 
the fiscal year 1981. 

It is always a pleasure for me to recog
nize individuals who have dedicated them
Eelves to the high professionalism required 
of those whose efforts are on behalf of others 
rather than themselves. With that in mind, 
I commend your fine orofessional staff and, 
in particular, Kenneth P. Bergquist, Chief 
Counsel and Staff Director; former Congress
man Garner E. Shriver, your General Coun
sel; John Pressly, Associate General Counsel; 
Jonathan R . Steinberg, Chief Minority Coun
sel; Edward P. Scott, Minority General Coun
sel; and William Brew, your St'lecial Counsel. 
These men and their capable staffs have 
worked closely with the Executilve Director 
of our Washington Office, Cooper T. Holt and 
our National Legislative Director, Donald H. 
Schwab, and their staffs not only for the 
benefit of combat veterans but for the en
tire veteran community. 

Accompanying me here today, Mr. Chair
man, are those who make up the national 
leadership of our great organization. Their 
untiring efforts have resulted in this being 
our 26th consecutive year of increased mem
bership. Among our numbers we count more 
than one-half million Vietnam veterans or 
one-fifth of those who served in Vietnam 
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or contiguous waters during our involvement 
in those hostlllties. 

Mr. Chairman, and regardless of party af
filiation, the voting populace of our nation 
sent a clear and unmistakable message in 
the election last November. They want dou
ble digit inflation, which reached 25.7 percent 
in the last two years, brought under con
trol so that their earned or retirement in
come has meaningful purchasing power. They 
want the prime rate, which reached a record 
high of 21Y2 percent last December, greatly 
reduced so that they can afford the finance 
charges to purchase a home and other neces
sities. They have signaled a desperate need 
for strong leadership. We are, indeed, facing 
economically troubled times. Financial ex
perts outside the government and the hard 
money advocates, who belie.'ve a return to 
the gold standard is our only chance of sal
vation, have been predicting the coming of 
an economic collapse for more than a year. 
Whether or not we choose to give cred-ence 
to their prophecies, we cannot ignore the con
sidered opinion of an expert such as Alan 
Greenspan, the former Chairman of tlhe 
Council of Economic Advisers. Mr. Greenspan 
stated recently that only "bold and credita
ble action can save the economy." David 
Stockman, the Director of the Offlce of Man
agement and Budget believes we face an 
"economic Dunkirk" and the President, him
self, has labeled the federal budget "out of 
control." 

Mr. Chairman, the V.F.W., we who, above 
all others, are responsible for our nation 
being free today, applaud the President's goal 
to reestablish a stable economy. We believe 
the cure must come and the longer it is de
ferred , the more painful it wlll be for us all. 
However, and let the record reflect, veterans' 
benefits have already sustained dispropor
tionate cuts the past several years. In 1976, 
the Veterans Administration budget was 5.02 
percent of the federal budget in outlays and 
for the fiscal year 1981 , has fallen to 3.39 per
cent, a reduction of 1.63 percent. Now, I 
would not insult your intelligence by inti
mating that the Veterans Administration 
requires 1.63 percent more of the budget or 
$10.8 billion this year, but, by comparison, 
let us examine the social and welfare pro
grams. In 1976, the budget for the Depart
ment of Health, Education and Welfare was 
35.14 percent of the federal budget in out
lays. For 1981, the combined budgets of the 
successors to HEW, the Department of Health 
and Human Services and the new Department 
of Education total 36.53 percent of the fed
eral budget, up 1.39 percent. That translates 
into an increase of $113.3 billion in five years 
and the whole 1981 budget for these pro
grams, $242 billion, is more than one-third 
of the entire federal budget of $662.7 billion 
in outlays. If anyone can identify fat, fraud, 
waste or abuse anywhere within the Vet
erans Administration or its programs, the 
V.F.W. stands ready to lend its full support 
in its eradication, although we do not know 
where any fat exists. 

Under no circumstances, however, can we 
ever in any way subscribe to emasculating 
veterans' benefits and services as enunciated 
in the Heritage Foundation report entitled 
"Agenda for Progress." Those of you famiUar 
with this document know that it recom
mended (1) that compensation payments 
should be limited to veterans and survivors 
of veterans whose disabilities are traceable 
either to combat or job-performance as de
fined under workmen's compensation regu
lations; (2) Congress should eliminate all 
pensions for veterans and survivors of vet
erans which are not compensable as service
connected; and (3) that the present VA 
health-care system be dismantled. The 
thrust of this unfeeling document reflecting 
how ungrateful the protected can be makes 
the Economy Act of 1933 pale by comparison: 
We of the V.F.W. would fight implementation: 

of its provisions with every resource at our 
disposal. 

Disturbing to me, Mr. Chairman, is that 
one of your former colleagues, now the Di
rector of the President's omce of Manage
ment and Budget, David Stockman, felt obli
gated to take a gratuitous and onerous slap 
at our nation's veterans. You no doubt read 
that he stated many Congressmen "admit 
to holding noses" while voting benefits for 
veterans "who do not even have a hangnail" 
to show for their experience in uniform. 
This is unfortunate, indeed. What this coun
try does not need, Mr. Chairman, are those 
who never heard a shot fired in anger, never 
even donned a uniform and may even have 
brought comfort to the enemy making dis
paraging remarks about our veterans whose 
personal sacrifices have kept our nation free. 

On the other side of the coin, when Presi
dent Reagan was campa-igning for the Pres
idency and addressed our 8lst National Con
vention last August, his profound and sincere 
statements with respect t o veterans and vet
erans' benefits caused him to be interrupted 
numerous times by resounding applause and 
standing ovations. Permit me to quote ex
cerpts from his st irring address: 

"To me," he said, "it is unconscionable 
that veterans in need are denied hospital 
and medical care because of inadequate fund
ing which has closed hospital beds and cut 
health-care personnel within t!le VA. 

"To me it is a breach of faith that com
pensation for those with service-connected 
disab111ties has not kept abreast of inflation 
and that the administration rammed 
through Congress a pension program ad
mittedly designed to deny such to World 
War II veterans and survivors. 

"To me," Candidate Reagan continued, 
"it is the height of hypocrisy for the ad
ministration in high sounding words to re
peatedly tell us how much we owe our Viet
nam veterans and then, only in this elec
tion year recommend a stingy 10 percent in
crease in the GI Bill when these veterans 
have not had an increase since 1977 and the 
Congressional Budget Office has stated they 
now need a 30 percent increase to catch-up. 

"To me the cruelest betrayal of all was 
the administration's proposed national 
health plan which, if passed, would have 
made the VA hospital and medical care sys
tem the nucleus of national health insur
ance. This, following repeated statements by 
the President that he supported the con
tinued presence of an independent, progres
sive system of VA hospitals. 

"To me," Mr. Reagan, who is now our 
President, concluded with "it is regrettable 
and insensitive of the administration to drag 
its feet in providing open national cemeter
ies in which veterans can be interred near 
their survivors. And finally today let me 
personally pledge to uphold veterans' pref
erence in federal employment and to see it 
is strictly enforced in all federally funded 
programs." 

In addition, and most reassuring, is the 
Republican Party Platform with respect to 
veterans which fulfills many of our current 
priority f?Oals and is herein quoted: 

"Republicans recognize the very special 
sacrifice of those who have served in our 
nation's armed forces. Individual rights and 
societal values are only as strong as a na
tion's commitment to defend them. Because 
of this our country must never forget its 
appreciation of and obligation to our vet
erans. 

"Today the veterans population numbers 
30 m111ion. This is the largest veterans popu
lation in our nation's history. We recof?nize 
the rna 1or sacrifices they have made for their 
fellow Americans. 

"We wm maintain the integrity of the 
Veterans Administration. We w111 seek to 
keep it separate and distinct from other 
federal agencies as the single agency for the 
administration of all veterans' programs. In 

particular we feel it is of vital importance 
to continue and expand the health-pro
grams provided to veterans through the Vet
erans Administration hospitals. Here we see 
the need for increased access to care, espe
cially for older veterans. 

"We further advocate continued and ex
panded health-care for our Vietnam vet
erans and consider it vital for the Veterans 
Administration to continue its programs for 
the rehab111tating of the disabled as well as 
its job training efforts. 

"We are committed to providing timely and 
adequate adjustments in compensation !or 
service-disabled veterans and the survivors of 
those who died as a result of their service. 
We are also committed to maintaining the 
pension program for those who have served 
during a period of war, for those who were 
disabled and impoverished, and for their wid
ows and orphans. 

"We wlll support measures to provide !or 
every veteran at death a final resting place 
for his remains in a national cemetery, and 
for cost of transportation thereto. 

"Veterans preference in federal employ
ment in all departments and agencies w111 be 
continued and strictly enforced. 

"Retired mill tary benefits deserve more 
than the cursory attention given them by a 
Department of Defense otherwise interested 
in on-going programs. We believe th'alt suCih 
benefits should be administered by the vet
erans Administration." 

We will, 1! necessary, remind tile Admin
istration time and time and time again of 
these commitments. The Democratic Party 
Platform contains some similar points. 

The compensation and Dependency a.nd 
Indemnity Compensation programs are the 
keystones of all veterans' benefits. Compen
sation remunerates .in part some 2.2 m1111on 
veterans, including more than half a mill1on 
Vietnam veterans, whose earning capacity 
has been reduced by their service-connected 
disab111ties. The more than 350,000 survivors 
of those k1lled on active duty or who were 
permanently and totally disabled 8it the time 
of death due to their service-connected dis
abll1ties including unemployabUity, receive 
Dependency and Indemnity Compensation. 
Congress, through this Comm11ltee, has made 
changes in these programs as dictated by the 
test of time and our primary concern is tha. t 
these benefits are never permitted to be 
eroded by inflation. 

The pension program for those disabled by 
non-service-connected disab111ties and their 
survivors has come under particularly harsh 
criticism recently. Not only by the Heritage 
Foundation, but a publication of the Na
tional Tax •Llmitation Committee which in an 
advance proof dated February 15, 1981 en
ti·tled "Meeting America's Eoonomic Crisis: 
A Roadmap to an Emergency in Federal 
Soending Reductions" opined that "the ne
cessity of this program (pension) is question
able, particularly in light of other income 
security plans such as social se~urity, Medic
aid, Medicare and AFDC (Aide to Families 
with Dependent Children)." You know, as we 
know, the.t the penSion program esta.bllshed 
by Public Law 95-588 is intended to keep 
nearly all veterans of World War II and sub
sequent conflicts and their dependents off 
the pension rolls. As of today, a veteran 
alone under current pension law is assured 
an income .of $4,460 counting 100 p~~cent of 
all other income from all other sources, in
cluding social security benefits. Thus, the 
dignity afforded our wartime veterans in need 
is $69 a year above rbhe O.r'shansky update of 
the poverty line as reported in the November 
1980 Interim Report of the President's Com
mission on Pension Policies. We believed at 
the time this legisla.tlon was passed, as we do 
now, that the assured income levels are too 
stringent. The key word is dignity and we 
do not believe that any veteran who served 
this ne.tion in uni!o:ml during periods of hos
t111ty should ever, under any cl.rcumstances, 
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and for whatever reason, be reduced to the 
status of a welfare recipient. 

Mr. Chairman, the educational benefits 
authorized by 38 USC a.re most beneficial for 
both veterans and the national treasury. Al
though approximately $62 b1llion has been 
paid in behalf of veterans pursuing their 
education since World War IT, increased 
taxes paid by veterans whose incomes in
crease because of their education, repays the 
money invested several times over. Although 
it is heartening that 65 percent of our 
younger Vietnam veterans have avalled 
themselves of the GI blll, there e.re stlll those 
who have not for any number of reasons. 
With this in mind, our last National Con
vention passed resolutions to extend both 
the delimiting date and the period of eligi
b111ty from 45 to 48 months. 

Whlle on the subject of educational bene
fits, a number of bills have been introduced 
in both houses of Congress to establish a 
new far-reaching and costly educational pro
gram for active duty personnel in our all 
volunteer armed forces. Needless to say, we 
of the V.F.W. fully support anything the 
Department of Defense believes will enhance 
the recruitment and retention of the neces
sary high caliber personnel. However, we ob
ject to the baste educational assistance in 
pending bllls being funded by the Veterans 
Administration. These bills are all costly and 
would send the VA budget skyrocketing and 
subject all veterans• programs to renewed 
attack. Educational programs for active duty 
personnel should be fully funded by the 
Department of Defense, administered by the 
Veterans Administration and the Congress 
and the people of this nation educated to 
the fact that this additional money in the 
DOD budget is necessary to maintain an ade
quate defense posture to ensure their con
tinued freedom. 

Speaking of Vietnam veterans, Mr. Chair
man. one of the provisions of Public Law 
96-151 which was approved December 20. 
1979, mandated the Veterans Administration 
to design a protocol for and conduct a study 
of persons, who during service in Vietnam, 
were exposed to chemicals known as dioxins 
used in various herbicides, including Agent 
Orange. To my knowledge, the Agent Orange 
study has not even commenced and 15 
months have elapsed. Notwithstanding, the 
V.F.W. has been very active in an outreach 
program to encourage veterans who believe 
they were exposed to file a claim and be 
examined at a. Veterans Administration facil
ity. It is hopeful t'hat this Committee will 
take whatever action is necessary to get this 
study underway which, incidentally, we 
recommended should be conducted by an 
agency outside of the Veterans Adminstra
tion such as the National Institutes of 
Health. 

Mr. Chairman, the greatest concern of the 
V.F.W. and, yes, the entire vet eran population 
is maintaining the integrity of the separate 
and vast Veterans Administration health
care system which presently consists of 172 
medical centers, 92 nursing home care units , 
16 domiciliaries and 49 outpatient clinics. It 
is imperative, Mr. Chairman, t hat these facil
ities be properly funded and staffed so that 
no veteran in need of care be turned a.way 
as many are now. In the 1940's the VA hospi
tal had 121,000 beds whidh have now been 
cut to 84,000, with additional reductions to 
81 ,000 scheduled and in the interim the vet
eran popula,.tion has doubled, standing at 30 
million. 

Because of inadequate funding and staff
ing 16,000 or more beds stand empty each 
month and, yet, it is nearly impossible to 
gain admittance to a nursing care bed for 
a veteran in need. As you know, the v A was 
authorized to maintain 12,000 nursing care 
beds in 1980 and each year thereafter , but 
according to the most recent figures avail
able, the VA is operating only some 8 ,300 

nursing care beds. The need for more rapid 
expansion of long-term care is self-evident 
when you realize that the average age of 
World War I veterans is 84.9 years , World 
Warn veterans----{)0, and Korean veterans-
50.7. In addition, and although Vietnam vet
erans are now only 33.8 years of age, over 
half a mlllion of them are disabled and in 
need of varying degrees of continuing care. 

Coupled with the foregoing , Mr. Chairman, 
is the tenuous personnel situat ion within 
t he Veterans Administration and, in particu
lar, within the Department of Medicine and 
Surgery. Medical care facili ties st ill suffer 
from the reduction of some 5,000 personnel 
in 1978 and 1979 due to the Leach Amend
ment which cut personnel ceilings to those 
in effect on September 30 , 1977, and former 
President Carter's hiring freeze wherein only 
one replacement could be employed for each 
two losses. Although the upcoming budget 
reflects an additional loss of only 54 person
nel , the fact of the matter is that the reduc
tion will amount to 1,344 employees due to 
the drain on existing facilities to staff new 
activations. In addition, we now have Presi
dent Reagan's hiring freeze which will fur
ther complicate matters and must result in 
the reduction of health-care. As of this writ
ing, informal information indicates that the 
personnel within the Department of Medi
cine and surgery will be exempt in whole or 
in part. Furthermore, the General Counsel 
of the Veterans Administration has rendered 
an opinion that this lat est hiring freeze is 
illegal and in violation of the law predicated 
upon the provisions of Title III , Public Law 
96-151 which requires the Office of Manage
ment and Budget to provide the personnel 
ce111ng for health-care staffing for which ap
propriations are made. 

Mr. Chairman, we have always had a pro
prietary interest in veterans preference in 
federal employment which came under heavy 
attack during the last Administ ration . We 
believed this matter had been laid to rest 
when the 95th Congress retained veterans 
preference virtually unchanged. However, an 
attack thereon has appeared in a panel re
port of the President's Commission for Na
tional Agenda for the Eighties alleging that 
the most outstanding persons, par ticularly 
women, are not hired by the Civil Service 
and the issue of preference for veterans 
should be reexamined. This allegation has 
been repeatedly and thoroughly rebutted in 
testimony and we look for the continued 
support of this Committee s hould a serious 
threat to veterans preference in federal em
ployment again surface. 

Although at this point in time we do not 
know what cuts will be made in the Vet erans 
Administration budget by the new Adminis
tration, two prime targets previously have 
been the construction program and bene
ficiary travel. We all know that renovation 
or replacement of antiquated hospital facil
ities is not a luxury but a necessity, as is 
the construction of new and expanded long
term care facilities . When I look at the new 
Senate office building under construct ion, 
which is a Taj Ma.hal of office buildings, I 
do not see how anyone in good conscience 
could agree to rest ricting construction of 
facilities needed by t he veterans of this Na
tion. I also note that t here is a proposed 
reduction in the upcoming budget of $15 
million in beneficiary travel with a view 
toward further curtailing such for our vet
erans most in need, those with non-service
connected disabilities who are in real finan
cial need. Informal information available to 
me also indicates that there is a propo::al 
under consideration to require those with 
non-service-connected disabilities to pay the 
first $10 of beneficiary travel each time they 
require necessary medical care. President 
Reagan has promised that programs for the 
truly deserving needy will be untouched. 

We believe beneficiary travel ls, indeed, one 
of those areas and full funding must be re
stored. There can be no doubt that restrict
ing beneficiary travel to needy veterans also 
restricts their access to proper VA medical 
care. 

Mr. Chairman, and members of the Com
mittee, I trust each of you wm be with us 
tonight on the occasion of our annual Con
gressional Banquet at the Sheraton Wash
ington Hotel. As you know by now, we will 
be honoring the Honorable Paul Laxalt with 
our 18t h Annual Congressional Award for 
out standing service to the Nation. The re
ception will begin at 6:00 p .m . with dinner 
promptly at 7:00 p .m. , where our Voice of 
Democracy winners will be honored guests. 
I want to assure each of you our program 
will conclude at approximately 9:15 p .m. 

In closing, let me say that we look forward 
to a continuing close relationship with this 
Committee. We must never forget, nor permit 
the Nation to forget, that those o! us who 
served during periods of war and hostility 
have rendered a very special service to our 
great Nation. We have given years of our 
lives, we have given years from our families, 
and we have given years from our personal 
endeavors, if not also our physical and men
tal health. 

Thank you .e 

EXTENSION OF MANDA TORY BUILD
ING TEMPERATURE RESTRICTIONS 
e Mr. PELL. Mr. President, the emer
gency building temperature restriction 
program authorized under the Energy 
Poli.cy and Conservation Act expired in 
January of this year. President Carter 
had the authority to extend the man
datory restrictions for an additional 9-
month period upon a finding that the 
imminent energy shortage which in
spired the program presented a continu
ing threat. President Carter, I believe, 
quite correctly chose to extend the pro
gram for a 9-month period ending in 
Seotember 1981. 

Last week, however, President Reagan, 
by Executive order rescinded the deci
sion to extend temoerature controls by 
President Carter. This action, I believe, 
is most unfortunate .and a mistake. Until 
the decision by President Reagan, the 
building temoerature restrictions along 
with the 55-mile-per-hour highway 
speed limitations were the only manda
tory conservation measures imnlemented 
by the Federal Government. The action 
to terminate the building tem9erature 
restrictions represents a sad commen
tary on this administration's conserva
ti.on policy in light of the continuin!{ 
threat our country faces from Mideast oil 
interruptions. To abandon this prooosal, 
along with the 55-mile-per-hour high
way limitation, as has been suggested, is 
a wrong sig-nal to send to some of our 
leading OPEC suopliers who have em
ohasized to us the importance of our 
Nation's energy conservation efforts. The 
decision to end the restrictions ic; also the 
wrong signal to send to the American 
people regarding our energy vulnerabil
ity and their obligations to assist in 
reducing this vulnerability. 

Recently, Mr. President, Senator PERCY 
released a study regarding an evaluation 
of the emergency building temperature 
program. This report concluded that it 
was indeed most effective: 

The program requirements were simple to 



March 5, 1981 CONGRESSIONAL RECORD-SENATE 3719 

meet, easy to administer, and used little of 
the taxpayer's money. Lastly, the program 
yielded immediate benefits by helping to re
duce America's staggering international oil 
bill. 

In this regard, data provided by the 
Department of Energy suggests that ap
proximately 300,000 barrels of oil a day 
may have been conserved nationwide as 
a result of the program with a potential 
savings of $4.5 billion for our country 
since the beginning of the program in 
1979. The study also reported that some 
major businesses, including American 
Telephone and Telegraph and Pan Amer
ican Airlines, realized significant energy 
savings by complying with the program. 

Mr. President, in view of the continu
ing uncertainty over world oil supplies 
and particularly the continuing conflict 
between Iran and Iraq, I regret that 
President Reagan rescinded the order to 
extend the building temperature restric
tion program implemented by President 
Carter. This program was not causing a 
hardship on individuals or businesses, 
nor creating an unnecessary regulatory 
burden for those affected by the restric
tions. In my view, the temperature re
strictions serve as a constant reminder of 
the continuing importance of conserving 
energy for us as a nation. I hope Presi
dent Reagan will reconsider his decision 
on this important program.• 

THE BONNEVILLE TRANSMISSION 
LINE AND STATE-FEDERAL RE
LATIONS 

• Mr. BAUCUS. Mr. President, this is an 
exciting time for those of us who have 
been concerned about relations between 
Federal and State governments. In the 
Pacific Northwest, and in Montana in 
particular, one of the Federal agencies of 
major significance is the Bonneville 
Power Administration <BP A) . 

If the key to improved Federal-State 
relations is improved responsiveness and 
cooperation between Federal agencies 
and State and local governments as well 
as the people they represent-and I be
lieve it is--one opportunity for improve
ment in Montana is with BPA: The Bon
neville Power Administration needs to 
become more responsive to people in 
Montana. 

There are provisions in the recently 
enacted Northwest Power bill that estab
lish a planning council for BPA com
prised of members appointed by State 
governments. This is a definite step in 
the right direction. But other steps can 
and should be taken immediately. 
BPA TRANSMISSION LINE-THE LITMUS TEST 01<' 

BPA-LOCAL RELATIONS 

Perhaps the paramount, immediate 
challenge facing BPA in my State is that 
of making itself genuinely responsive to 
Montanans with regard to the construc
tion of twin 500 kV powerlines that BPA 
intends to build across western Montana. 
These lines would join with private linE's 
being constructed across central Mon
tana. They are intended to bring eastern 
Montana coal-generated electricity to 
BPA consumers. 

Many Montanans along the route of 
the proposed lines, local governments, 
the Montana State government, and 

members of the Montana congressional 
delegation, have been confronted with a 
long series of problems in dealing with 
BPA on these lines. 

CONTROVERSIAL QUESTIONS REMAINING 

Indeed, there are still many contro
versial questions that, to date, have not 
been finally decided: Will Montana's sit
ing act govern BPA's siting? How much 
impact aid will be av-ailable to impacted 
counties? There are many particular 
routing problems and questions about 
when the lines should be buried. These 
problems have become so complex that 
without BPA's so far having submitted 
to State siting authority, members of the 
Montana congressional delegation have, 
in effect, become to some extent de facto 
siting commissioners. We have, unfor
tunately, become the landowners' and 
local governments last hope. 

IS BPA JUST GOING THROUGH MOTIONS? 

All of these questions revolve around 
the more central fear that many of us 
from Montana have that BPA has been 
less than genuine in its response to our 
concerns. This concern was recently 
highlighted for me when I read papers 
filed in a lawsuit stemming from con
struction of a similar power line by BP A 
in another State. <Columbia Basin Land 
Protection Association and Franklin 
County and State of Washington against 
James Schlesinger, et. al. is currently 
pending before the Ninth Circuit Court 
of Appeals.) 

It appears that affected farmers had 
proposed an alternative route to the 
route proposed by BPA and submitted 
their alternative to BPA for review. But, 
the BPA official in charge of siting ap
parently, "* * * tdld his people not to 
spend any appreciable time in analyzing 
the alternative route suggested by the 
landowners." 

FEBRUARY 27 MEETING WITH BPA'S ACTING 
ADMINISTRATOR 

Last week, Mr. Earl Gjelde, acting ad
ministrator of BPA, came to my office at 
my request to discuss these problems. I 
reviewed a long series of particular prob
lems that I and other Montanans have 
had with BPA, and I solicited his help 
in having both the particular problems 
remedied and the general situation im
proved. Much of what I had to say to 
him came down to getting BPA to do on 
its own what, to date has taken con
siderablle and repeated prodding by me 
and others in the Montana. congressional 
delegation to get BPA to do. 

I must say, I was impressed by Mr. 
Gjelde. He has only held the reins of 
BPA as acting administrator for a few 
short weeks; yet his clear intent to 
quickly respond to the problems I pointed 
out was evident. At the same time, I am 
reminded of a caution given the world by 
George Santayana: 

Skepticism, like chastity, should not be re
linquished too quickly. 

I know that Mr. Gjelde would agree 
that the best intentions of agency ad
ministrators are frequently lost in the 
jungles of bureaucratic indifference. 

I look forward to meeting with Mr. 
Gjelde again in the near future to follow 
through further on the months of meet
ings and staff work that culminated in 

our meeting last week. I know that peo
ple all across western Montana are anx
ious to work with BPA. At the same time, 
landowners in the Flint Creek Valley and 
other areas near Drummond, Mont.; in 
the Clark Fork Basin, the Touchette 
Hills, the Nine Mile, the Houle Creek, and 
other areas near Missoula, Mont.; county 
governments and the State government 
may soon be suing BPA because of the 
problems we discussed. 

In short, the best way BPA has to 
expedite work on these power lines is to 
meet the legitimate needs of the people 
and governments that will be impacted 
by the power lines. The best way Con
gress has for improving Federal-St~te 
relationships is to insure that agencies 
such as BPA are truly and genuinely re
sponsive to the people they are. to serye. 

Directly following my meetmg w1th 
Mr. Gjelde, I wrote to him to deta;n t~e 
progress I believe we made. I t~nk 1t 
would be useful for everyone working on 
these problems to have this letter avail
able, and I ask to have the letter printed 
in the RECORD. 

U.S. SENATE, 

washington, D.C., March 2, 1981. 
Mr. EARL GJELDE, 
Acting Administrator, Bonneville Power A~ 

ministration, Portland, Oreg. 
DEAR MR. GJELDE: I appreciate your stop

ping by my office Friday and look forward to 
seeing you in the "follow-up" meeting we 
discussed in a few weeks. As I promised, here 
are more o.f the details concerning several of 
the points we discussed. 

To repeat my general concern: BPA must 
do better in making its Montana line siting 
process genuinely responsive to the needs of 
Montanans along the proposed routes, to the 
landowners groups, the local governments, to 
the State Government, and to the Congres
sional delegation. From our discussion, I 
am confident that you are working to make 
these improvements. As part of this process, 
here is a listing of my understandings con
cerning our discussion Friday: 

1. In the Drummond area, I understand 
you will sM whether BP A can promise not 
to go thorough the Flint Creek Valley. This 
assurance would obviate the need to imme
diately pin down the Substation 3 site. With
out this assurance, I am concerned that a 
south-of-highway substation site will preju
dice BPA's decision on line siting west of the 
substation. 

2. Also in the Drummond area, I would ap
preciate you making certain that periodic 
mailings and meetings with the Landowners 
Association occur without further prompting 
from my office. I would like to be provided 
with copies of BPA's group correspondence 
with Drummond area citizens and to be no
tified of meetings BPA is holding. 

3. Concerning the Missoula area, I under
stand you will make certain that BPA im
mediately responds to several pending in
formation and meeting requests as we dis
cussed Friday. Pending requests of which I 
am aware are as follows: 

(a) A December, 1980, letter request from 
Margery Harper, President, Clark Fork Basin 
Protective Association, for information and 
meeting; I would like a meeting between 
BP A and this group scheduled for some time 
during March; 

(b) A January, 1981, letter request for in
formation from the Missoula County Com
mission; 

(c) A February 2, 1981 verbal request made 
by Richard L. Carter, President, Touchette 
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Hills Homeowners Association, of Gordon 
Brandenberger in Kalispell; I understand 
both Mr. l::Jrandenberger and Mr. Carter have 
written IJ.otes of the specific request. 

4. Also concerning the Missoula area, I 
am asking the Clark Fork Basin Protective 
Association, the Touchette Hills Homeown
ers Association, the Valley Preservation 
Council and Houle Creek Homeowners As
sociation to send me their lists of members 
who wish to be kept informed of BPA's 
plans and progress. I will proV'ide you with 
these listings as they arrive, as I have pro
vided BPA with the llsting of Drummond 
area citizens who attended my December 27 
meeting. I understand that you wlll make 
sure that BPA communicates with these 
people as quickly as possible, and periodi
cally as necessary to inform them of BP A 
plans, timetables and progress. 

5. Finally, I have several substantive ques
tions about Missoula area siting, as follows: 

(a) Can you assure me that no special 
weight wlll be given the existing power line 
route in the Missoula area-that it wm be 
considered only as an option with equal 
weight being given to alternative routes? As 
I mentioned Friday, BPA has given me this 
assurance with regard to the existing power 
lines site through the Flint Creek Valley 
near Drummond. 

(b) What is the speclftc criteria BPA will 
use in determining areas through which the 
power lines must be buried? 

(c) Once a route is determined, to what 
extent will people off of the route itself, but 
nevertheless impacted by the lines, be com
pensated for the impact? For example, will 
BPA pay for fixing television reception prob
lems that result from the line's construc
tion even it the people with these problems 
do not live directly on the route? Also, is 
any provision being made for scenic impacts 
on homeowners not living directly on the 
route? 

6. Concerning BPA and the Montana State 
Government, It is my understanding that 
BPA is seeking formal memoranda of under
standings with Montana that will involve 
the State in (a) initial decisions on whether 
BPA will build future power lines and other 
major facillties; and (b) the development of 
rules and regulations for implementing the 
Northwest Power Act-specifically including 
regulations determining the formula for 
providing impact aid awards. 

As I noted in our meeting, it is my posi
tion that the Montana Major Fac1Uties Sit
ing Act should govern construction of ma
jor fac111ties within the State-regardless of 
whether the construction is federal or pri
vate. While this issue has not been finally 
resolved, still the decisionmaking on whether 
and who will build fac111ties needs to in
volve State Government at the earliest pos
sible moment. 

7. It is my understanding that BPA will 
thoroughly explore the basis of Its determi
nation of need for the proposed Libby In
tegration Project with appropriate Montana 
State Government siting omclals and pro
vide them with whatever specific informa
tion they require on a timely basis. The pur
pose of this Is to allow the State and me 
sumctent information on which to base a 
recommendation to you on whether this 
project should proceed as planned. Accord
ingly, this needs to be accomplished as 
quickly as possible and before work has sub
stantially proceeded. 

8. Finally, It is my understanding that 
you will address the need for BPA to have 
personnel available to Montanans at meet
Ings and otherwise who can address authori
tatively Montanans' requests. 

Thank you once again for your assistance. 
With best personal regards, I am 

Sincerely, 
MAx BAtrCUS .• 

ANN'S NEWSSTAND AND THE 
REMARKABLE ANN COOPER 

• Mr. KENNEDY. Mr. President, one of 
the first pieces of advice President Ken
nedy gave me when I was elected to the 
Senate in 1962 was, "Be sure to meet 
Ann Cooper and be sure to get your 
newspapers at Ann's Newsstand." I took 
that advice then, and I have followed it 
ever since. 

Even then, Ann Cooper was already a 
legend in the Senate. For over three 
decades, her newsstand has been a fix
ture of Senate life. Her warm smile and 
her delightful personality have endeared 
her to generations of Senators and Sen
ate aides. 

Earlier this week, a detailed article in 
the Washington Post told the remark
able story of Ann Cooper over the years, 
from the time she first opened her now 
famous newsstand in 1948 in the old 
Carroll Arms Hotel. The article is of in
terest to all of us who know Ann and 
who value her friendship, and I ask that 
it may be printed in the RECORD. 

The article follows: 
(From the Washington Post, Mar. 2, 1981] 
CAPITOL Hn.L'S NEWSSTAND ANNIE: NEWSPAPER 

'STORE FOR THE STARS 

(By Thomas Goldwasser) 
Nine months before BaiTy Truman won 

his unexpected presidential election in 1948, 
Ann Cooper came to Washington. A few 
months later, after completing a course on 
hotel management and running the canteen 
at Sibley Hospital, the young woman In her 
20s from Warren, Ohio, started a newsstand 
on Capitol Hill. She has been a fixture there 
ever since. 

Today, one block north of the Dirksen 
Senate omce Building at 301 1st St. NE., in 
a trailer, is Ann's Newsstand, which Annie 
(everybody calls her Annie) Cooper has op
erated since 1965. Before that, beginning in 
the summer of 1948, she owned and operated 
her news business downstairs In the Carroll 
Arms Hotel. "I answered an ad," volunteers 
the businesswoman. The man who ran the 
stand had a heart attack, and his son was 
selllng it for $1,000. 

So, Cooper began hobnobbing with famous 
senators and their staffs. And, even thpugh 
she has come upon some hard times since 
then, household names still talk and joke 
with her and, most Important, consider her 
a friend. 

"When I was at the Carroll Arms," be
gins Cooper, "Sen. John F . Kennedy used 
to eat In the dining room and he'd come 
down to read the magazines. He never bought 
them, just looked. He was shabbily dressed 
and always looked like he needed a haircut. 
You know, with his hair always hanging 
along side of his face." Then, Cooper pauses 
a few seconds and continues: 'He was very 
nice and friendly. Those were the good old 
days. People just are not like that now." 

In addition to Kennedy, other senators, 
later to become household words, were news
stand patrons. Lyndon Johnson, Richard 
Nixon, Hubert Humphrey and Henry Jack
son were, at times, regulars. "When Senator 
Jackson first got elected, he'd come in here 
every night to pick up his paper. And Sena
tor Humphrey was a friendly soul. Every
body liked him. I have some thank you cards 
from him which I wlll always treasure. Not 
long before he died, I sent a card for his 
birthday." Today, the senate majority and 
minority leaders, Howard Baker and Robert 
Byrd, respectively, order their daily papers 
from Ann's Newsstand. 

Cooper tolled in her Carroll Arms stand 

untll 1965, when the hotel was sold. "When 
I first moved to the trailer," she explains, 
"I thought it would be temporary. But I 
got used to It and didn't want to move back 
when the hotel reopened." Since reopen
ing the Carroll Arms, where comedian Mark 
Russell began his career and powerful Hlll 
types made deals around the bar, has come 
upon hard times. In recent years, the build
ing has been converted into omce space for 
the surfeit of senate staff members. 

Cooper, too, has had a string of bad luck 
the past few years. Over an 18-month period, 
beginning in November, 1977, she had a pace
maker implanted, was mugged and fell, 
breaking her hlp. However, her shop never 
closed. Her friends on Capitol Hlll came to 
her rescue. H111 policemen especially were 
helpful. Many men and women volunteered 
their lunch hours to take over her duties. 

And Donnie Burch, who now serves as a 
Hill pollceman on the House side, used a 
month's vacation to run the newsstand. Ac
cording to Terry Flaherty, who heads the 
Senate parking unit, there really was no al
ternative. "If Annie had not gotten help from 
her friends like she did, she probably would 
have had to close up." Flaherty, who has 
known her since she arrived on the Hlll, and 
is a close friend, continues: "The stand 
couldn't afford to take on any full-time help, 
and even with the way people helped out, 
Annie did, and still, has a rough time making 
It. Remember In her business, the profit mar
gin Is very small even in the best run stands." 

And the consensus is that, Ann's News
stand has not been masterfully run. "Annie's 
been too nice for her own good," concludes 
Allen Neece, Jr., who, until last November, 
served as legislative counsel to the Senate 
Small Business Committee. Neece, who now 
directs his own Washington consulting firm, 
elaborates: "In the old days, Annie used to be 
a bank to some of the Hlll staffers. If they 
were strapped, they'd come to her for a loan. 
Large amounts of money, too, and many 
times she was never paid back." 

Cooper's small-town habit of trusting peo
ple, without getting a word on paper, proved 
nearly fatal to her business. Her debts kept 
piling up. Finally, early In 1980, with the help 
of Neece and Janet Downs, staff members of 
the Senate Small Business Committee, 
Cooper received a $20,000 Small Business Ad
ministration loan under the new mini
businesswomen's direct loan program. How
ever, even with this aid, coupled with advice 
on sound business management from the 
SBA's Service Corps of Retired Executives 
(SCORE), the wolves were stlll at Annie 
Cooper's door. 

Last March, her largest creditor threatened 
to cut off deliveries within a week if she did 
not pay up. 

Once again, Cooper's friends showed her 
how much they cared. With hardly any no
tice, comedian Mark Russell, Cooper's friend 
since early Carroll Arms days, Flaherty, and 
Roll Call editor Sid Yudain organized a fund 
raiser. And last March, more than 350 Annie 
Cooper friends, at a minimum of $10 a head , 
raised $6,500. At the shindig In a Senate com
mittee room, the Capitol Hill pecking order 
was Ignored, as lowly staffers mingled freely 
with senators. 

Today, Annie Cooper remains right where 
she belongs, a block from the Capitol, run
ning her business. Five days a week, from 
5 am until 6 pm, she's there. On Saturdays 
and Sundays, she knocks off early at 3:30 or 
4:00. She closes only on Christmas day. And 
she has enlisted the support of a bookkeeper 
who picks up the books one day a week. 

She'll probably carry on essentially just 
the way she always has, running a business 
where, as Mark Rusell observed, "The six 
words heard most often in her career have 
been, •can you trust me 'tm payday?'" e 
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DEBT COLLECTION ACT OF 1981 CAN 
HELP REDUCE BUDGET DEFICIT 

• Mr. SASSER. Mr. President, on Feb
ruary 26, Senator CHARLES PERCY and I 
introduced, along with four of our col
leagues, the Debt Collection Act of 1981 
<S. 591). Senator PERCY is to be com
mended for his. long-standing concerns 
about this problem. Both he and I have 
worked long and hard on this subject, 
and I am hopeful that with strong bipar
tisan support we can pass S. 591 early in 
the 97th Congress. 

I am equally gratified that President 
Reagan is prepared to support the lead 
of Congress in this matter. It is my un
derstanding that the Reagan adminis
tration plans to mount a vigorous drive 
on the debt collection front, building on 
the recommendations of the debt collec
tion project that President Carter estab
lished in August, 1979. I trust that the 
Reagan administration will lend its sup
port to S. 591 as an appropriate vehicle 
for improving Federal debt collection 
efforts. 

I have recently written President 
Reagan and OMB Director, David Stock
man, concerning this matter, and I ask 
to have printed in the REcORD my corre
spondence on this subject. 

The correspondence follows: 
U.S. SENATE, 

Washington, D.C., February 27, 1981. 
The PRESIDENT, 
The White House, 
Washington, D.C. 

DEAR MR. PRESIDENT; I noted with great 
approval your statement of February 26 that 
you would press forward with an aggressive 
debt collection program in order to recover 
the more than $25 billion in delinquent 
debts that are presently owed to the Federal 
government. 

I am heartened by this development. This 
country cannot afford to maintain the pres
ent policy of letting delinquent debts owed 
the Federal government continue to go un
colle<:ted. 

The estimates of the fiscal loss to the Fed
eral government from uncollected debts are 
truly staggering. In 1979 alone, the Federal 
government wrote off over $1 billion in un
collected debts. And by some estimates the 
eventual write-off for uncollected debts in 
FY80 could reach as high as $6.5 b1llion. 

During these times of fls<lal austerity 
when your Administration is making every 
effort to keep Federal spending below $700 
billion !or 1982, it is imperative that we put 
a legislative program in pla<le that will help 
you a<lhieve your de""t collection efforts. 

Senator Charles Percy and I along with 
four other Senators have just yesterday in
troduced legislation (S. 591) that will per
mit you to mount a professional and pro
gressive debt collection effort. 

Very briefly, this legislation will provide 
you with the tools you need to improve fed
eral debt collection. It provides that infor
mation on bad debtors can be referred to 
commercial credit bureaus. The legislation 
amends the Civil Service Code to permit 
Federal employees to have their salaries off
set for unnaid debts that they owe the Gov
ernment. It permits the IRS, by carefully 
controlled procedures, to assist other Fed
eral agencies in collecting un oaid debts and 
it requires Federal agencies to provide time
tv and regular reports to the Congress on 
the extent of their efforts to collect unpaid 
debts. 

Senator Percy and I intend to press the 
case for this legislation early in this 97th 
Congress. I am rpleased that you share our 
concern about this gra.ve fiscal problem, and 

I hope that Senator Percy and I can count 
on the Office of Management and Budget 
supporting this legislation. 

Best regards. 
Sincerely, 

JIM SASSER, 
U.S. Senat01. 

UNITED STATES SENATE, 
Washington, D.C., February 27, 1981. 

Director, Office of Management and Budget 
Executive Office Building, Washington, 
D.C. 

DEAR DAVE: I noted with great approval 
President Reagan's statement of February 26 
that he would press forward with an ag
gressive debt colle<:tion program in order to 
recover the more than $25 b1llion in delin
quent debts that are presently owed to the 
Federal government. 

I am heartened by this development. This 
country cannot afford to maintain the pres
ent policy of letting delinquent debts owed 
the Federal government continue to go un· 
collected. 

The estimates of .the fiscal loss to the Fed
eral government from uncollected debts are 
truly staggering. In 1979 alone, the Federal 
government wrote off over $1 billion in un
collected debts. And by some estimates the 
eventual writeoff for uncollected debts in FY 
80 could rea<:h as high as $6.5 billion. 

During these times of fiscal austerity when 
the Reagan Administration is making every 
effort to keep Federal spending below $700 
billion for 1982, it is imperative that we put a 
legislative program in place that will help 
the President achieve his debt collection 
efforts. 

Senator Charles Percy and I along with 
four other Senators have just yesterday in
troduced legislation (S. 591) that will permit 
the President to mount a professional and 
progressive debt collection effort. 

Very briefly, this legislation will provide 
the President with the tools he needs to im
prove federal debt collection. It provides that 
information on bad debtors can be referred 
to commercial credit bureaus. The legisla
tion amends the Civil Service Code to per
mit Federal employees to have their salaries 
offset for unpaid debts that they owe the 
Government. It permits the IRS, by care
fully controlled procedures, to assist other 
Federal agencies in collecting unpaid debts, 
and it requires Federal agencies to provide 
timely and regular reports to the Congress on 
the extent of their efforts to collect unpaid 
debts. 

Senator Percy and I intend to press the 
case for this legislation early in this 97th 
Congress. I am pleased that President Reagan 
shares our concern about this grave fiscal 
problem, and I hope that Senator Percy and 
I can count on the Office of Management and 
Budget supporting this legislation. 

Best regards. 
Sincerely, 

JIM SASSER, 
U.S. Senator.e 

THE FOUR HORSEMEN SHOW 
• Mr. LEVIN. Mr. President, a valuable 
community service offered to citizens of 
the Eastern Upper Peninsula of Michigan 
is being recognized for its achievements 
on Saturday, March 7, 1981. A small busi
nessman, Ross Roe, of Sault Ste. Marie, 
has sponsored a show on WSOO radio 
for a number of years which provides an 
outlet for community concerns. events, 
and general discussion of daily living. 

The program, known as the Four 
Horsemen Show, is almost advertise
ment free. Instead, it features animated 
discussion with veteran broadcaster Bill 

Thorne asking every conceivable ques
tion of his wide variety of guests. 

The Four Horsemen Show, its host Bill 
Thorne, and its sponsor Ross Roe, are 
receiving long overdue recognition for 
this Sault Ste. Marie Institution by the 
Sugar Island Lions and Sugar Island 
Senior Citizens Clubs. 

I ask that the following editorial from 
the March 2, 1981, Sault Ste. Marie Eve
ning News be printed in the RECORD. 

The editorial follows: 
[From the Sault Ste. Marie, Mich., Evening 

News] 
THE FOUR HORSEMEN SHOW 

In a week the Sugar Island Lions and the 
Sugar Island Senior Citizens w111 be taking a 
night to honor the Four Horsemen Show. It's 
an occasion worth noting. 

The Four Horsemen Show, in case you've 
never heard of radio, or if you are so new to 
town you haven't passed a Saturday morning 
here, is a radio show broadcast to the area 
from the showroom of Roe Chevrolet. It's an 
hour long, and during that hour barely a 
minute, if that, is spent talking about Roe 
Chevrolet. 

This is the community's hour of radio, and 
it is given to the community each week by 
Ross Roe. On it are sometimes lively discus
sions a.boUJt what has been happening or not 
happening here, some advice about upcoming 
events, the weather in its entirety, and once 
in a while, some western tunes spun by host 
Bill Thorne. 

The show has been used at one time or 
another by virtually every group in the east
ern U.P. I've even had the pleasure of lean
ing against a. shiny new car awaLting a turn 
at the mic with Thorne, and while I waited 
like everyone else on the show, I got a chance 
to learn about what's coming and why. 

That's why the show is being honored, be
cause it's an outlet to the community, for :the 
community, and it works. It's important that 
every community have a place where some 
idle conversation, and some timely discus
sion can touch subjects that need attention. 
It's a measure of the community. 

The popular! ty of the show speaks well for 
it, it's where Democrat meets Republican, 
township official meets city commissioner. 
Where church news and a feature share the 
mic with a country ballad. 

We're pleased that Ross Roe is being 
thanked for sponsoring the program, and Bill 
Thorne, with his silkey style, and omni
presence is being thanked for his work. 

The Lions and the senior citizens have 
made worthy choices and should be con
gratulated. 

PAT EGAN .• 

NINE-DIGIT ZIP CODE PLAN 
e Mr. BAUCUS. Mr. President, I am 
pleased to support S. 539, introduced by 
my distinguished colleague from Minne
sota, Mr. DuRENBERGER. I am happy to be 
a cosponsor of this amendment. 

The Postal Service has asked Congress 
for almost $1 billion to implement 
a nine-digit ZIP code and to purchase 
optical character readers <OCR's) and 
bar code readers <BCR's). The new 
OCR's would read the addresses on most 
first- and third-class mail and print a 
bar code on the front of the envelope. 
When the letter arrives at the local post 
office, it would go through a BCR that 
would direct it to the letter carrier. 

The Postal Service wants to divide the 
country into some 20 million ZIP code 
areas. so mail can be sorted into smaller 
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units before being given to the letter car
rier. The nine-digit code, which would 
be one's current code plus four new num
bers, would correspond to a rural route, 
a block face, a firm, a building, or a lock 
section. 

If implemented, the Service says it 
would send post cards to residents telllng 
them what their new ZIP code is. But 
what if someone wanted to know the 
ZIP code of a friend in another State? 
Since it would take a 40,000-page volume 
to contain the expanded codes, plans are 
underway for a toll-free telephone num
ber which would have computer opera
tors on hand to provide ZIP code infor
mation. 

By going automated the Service hopes 
to save about $600 million per year in 
labor costs. Machines would come t.o re
place sorting clerks. The Service says no 
clerks would be fired, but when job va
cancies occur they would not be filled. 

While I applaud efforts to cut costs for 
the Postal Service, I cannot agree to 
increasing costs to the public in the 
process. 

The Service has not provided any fig
ures on what their nine-digit ZIP -Code 
plan would cost the private sector. Sen
ator DuRENBERGER says studies done by 
Minnesota companies and government 
agencies put a near billion dollar. price 
tag on the cost to redo business files to 
contain the new codes. For businesses 
in Montana, the new ZIP codes. would 
mean spending weeks and probably 
months revising their mailing lists-a 
severe loss of manpower times especially 
for smaller businesses who keep manual 
records. 

The Postal Service says the automated 
system would help improve and speed up 
sorting and mail delivery by increasing 
the number of postal zones. In Montana, 
which now has about 400 ZIP codeS, more 
tnan 80,000 codes would be created: 

While this new system may help speed 
up the work in urban areas, in Montana 
and other rural areas this expansion 
would only serve to complicate the 
system. 

I am also concerned that the Postal 
Service has been unwilling to look at less 
complicated and cheaper alternatives to 
its plan. 

Rather than a nine-digit number, why 
not a five-character code, like four num
bers and a letter? A Montana computer 
consultant who has studied the Postal 
Service plan told me such a system could 
be implemented with existing equipment 
and at a much lower cost. This kind of 
svstem is now being used in a number 
of countries throughout the world, in
cluding Canada, England, and Gennany. 

Finally, the Postal Service says its new 
system would be voluntary, so if a busi
ness finds the conversion process too 
costly or simply too much of a bother, it 
can still use its five-digit code. 

But the Postal Service says the success 
of its plan depends on the support and 
patience of the American people. By 
1986. Postal officials expect 90 percent 
of all first-class mail to carry the new 
code. It seems to me that to ask every
one to learn a nine-digit ZIP code when 
they already have a social security num-

ber, driver's license number, bank ac
count number,-ad infinitum, is not mak
ing it easy to comply. 

And what if the public chooses not to 
use their new number? Then the millions 
of dollars of savings the Postal Service 
is talking about would probably not be 
realized. The Susan B. Anthony dollar, 
which potentially could have saved $50 
million a year, failed to gain the accept
ance of the American people. I only hope, 
along with my colleague Mr. JEPSEN, that 
the new ZIP code system, if implemented, 
does not follow a similar fatal course. 

Last session, I voted in favor of an 
amendment to postpone implementation 
of this plan so we would have time to 
examine it more closely. As of now, I 
find closer scrutiny has not uncovered a 
great deal of favorable evidence.• 

AMBASSADOR WATSON ON U.S. POL-
ICY TOWARD THE SOVIET UNION 

• Mr. PELL. Mr. President, last month 
our departing U.S. Ambassador to Mos
cow, Thomas J. Watson, appeared on the 
ABC interview program "Issues and An
swers" to discuss his views on U.S. policy 
toward the Soviet Union. In accepting 
President Carter's ambassadorial ap
pointment in 1979, Ambassador Watson 
brought to the diplomatic service the 
tough; business-like approach that pre
viously had ~arned him the presidency 
of mM, one of our country's most im
portant corporations. Mr. Watson's views 
therefore today carry the weight of a 
man of considerable high-level experi
ence, first in the realm of large-scale 
corporate . enterprise and now in the 
realm of superpower diplomacy. 

It is perhaps a measure of that experi
ence that, at a time when American pol
itics has been swept by nostalgia and a 
passion for oversimplification, Mr. Wat
son continues to be able to make crucial 
distinctions in his prescription for a wise 
U.S. pol1:cy. Without question, he favors 
firml).ess and, strength: Ambassador 
Watson stro~gly advocated sanctions 
agatnst Soviet actions in Afghanistan, 
and recommends even greater sanctions 
in the event of Soviet intervention in 
Poland. But at the same time, he sup
ports the prudent pursuit of American 
self-interest--through energetic efforts 
to achieve progress in United States
Soviet negotiations on anns control. 

Ambassador Watson disputes the car
ryover campaign rhetoric which glibly 
disparages SALT II as containing anal
leged "fatal flaw," and believes there 
should be an immediate resumption of 
East-West discussions so that the re
sults of 7 years of negotiation by three 
administrations are not lost to a dan
gerous future in which the technolog
ically driven weapons race continues un
checked. 

Mr. President, I ask that the trans
cript of Mr. Watson's interview be print
ed in the RECORD. 

The transcript follows: 
THOMAS J. WATSON, FORMER U.S. AMBASSA

DOR TO THE SoVIET UNION 
ANNOUNCER. From Washington, ABC News 

present Issues and Answers. After more than 
a year or negotiating with the Soviet 

Union . . . Our American Ambassador to 
Russia has just returned with his report on 
the Men in the Kremlin . . . Here. in his first 
television interview since arriving in the 
United States from Moscow .. . Outgoing 
United States Ambassador to the U.S.S.R.. 
Thomas J. Watson . To interview Ambassador 
Watson . . . ABC News Chief Diplomatic 
Correspondent Sander Vanocur ... and Is
sues and Answers Chief Correspondent Bob 
Clark. We'll be back in just a moment . . . 
Issues and Answers is brought to you by 
CONOCO; where money produce oil, natural 
gas, coal, uranium and petro-chemicals. 

Mr. CLARK. President Reagan has accused 
Ru3sia's leaders in his first news conference, 
of reserving the right to commit any crimes, 
to lie, to cheat-those are his words-in pur
suit cf their goal of world revolution and 
world domination. You 've just come back 
from 14 months in Moscow as our ambas
sador, do you share that judgement? 

Ambassador WATSON. I don 't share that 
judgment precisely. I think they go after 
their goals a good deal differently than we 
do. I think what they would call morality 
would be different than our terms of morality, 
but I think in many areas the Russians' and 
our interests run parallel and I think it is 
possible to work with them, very difficult, but 
quite possible, and so I would not share those 
views. 

Mr. CLARK. Do you think the tough new 
approach of President Reagan and Secretary 
of Stat e Haig taken toward the Russians is a 
wise way !or the new administration to start 
off? Are the Russians likely to be impressed 
by this sort of talk? 

Ambassador WATSON. I'm very impressed by 
their silent diplomacy. Most of the progress 
that I made, if any, in the Soviet Union, was 
done rather silently. I never held any inter
views while I was there until just the month 
that I left. And I think that they are amen
able to working things out silently because 
they have great inferiority complexes and 
t hey don't like to be made goats of. So any 
posturing, in dealing with the Russians, in 
my opinion, is not useful. I have great con
fidence in General Haig. I have never met him 
but I have made two trips to NATO while I 
was ambassador in the Soviet Union and I 
know that all of the NATO allies have pro
found respect for him. He also knows the size 
of the forces in place on both sides and in 
my oplnion, if we can eliminate the conflict 
between the White House advisors and Gen
eral Haig, we'll have smooth sailing or 
smoother sa111ng in the Soviet Union. 

Mr. VANOCUR. Mr. Ambassador, did you have 
any conflict between the White House advisor 
and the Secretary of State during your tenure 
in Moscow? 

Ambassador WATSON. Well, I had the great 
good fortune of knowing Senator Muskie and 
Senator Vance (sic) before I came on board 
and I didn 't have conflict but I saw people 
all around me whcse jobs were at risk and 
whose policies were undermined by this con
stant conflict that seemed to go on between 
the two places, and on one occasion I was 
accused in the press of being a little bit soft 
in the way I cabled back reports and I wired 
back and said I am cabling back in the most 
accurat e way that I believe I can characterize 
the positions I hear from the Soviets and if 
that is not satisfactory, well, get yourself 
another boy, and I had the complete backing 
from the State Department in that position 
and no further trouble. 

Mr. VANOCUR. Are you suggesting that Na
tional Security Advisor Zbigniew Brzezinski 
wac; leaking this to the press? 

Ambassador WATSON. Well, it was attrib
uted to a spokesman in his office and the sug
gest ion was that mv cables were varnished, to 
tran'ilate that, softened. in order to accom
modate the Russian position. 

Mr. VANOCUR. What do the Phrases "soft" 
and "hard" in dealing with the Soviet Union 
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mean? They complain we are not businesslike 
in our approach to them, no consistency. Are 
they accurate in those charges? 

Ambassador WATSON. I think that has 
substance to it, that accusation. They're a 
group of rather old men. Their average age 
is 68, as you know. They are quite consistent 
in their policies. Sometimes they are quite 
wrong. I think they very much miscalcu
lated what would happen as a result of 
Afghanistan. But they are very consistent 
and they find it very hard to accommodate 
to the policies over the past four years, 
where the State Department was recom
mending one course and Dr. Brzezinski was 
recommending another course, and nobody 
really was calling the tune in the straight 
direction that the United States should be 
going. So they really couldn't follow the ball. 
And this made them very jittery. They un
derstand the weaponry and understand the 
destruetive power of each side. And they are 
extremely concerned with their dealing with 
an erratic kind of force when they look at 
us. 

Ambassador WATSON. I would be for sus
pending everything that we can suspend 
that we have left, which isn't very much. 
And treating them at very much an arm's 
length situation. But I would not break 
diplOmatic ties with them because I think 

tary service . . That impress the Russians 
tremendously. 

Mr. VANocuR. What would you do about 
the grain embargo? 

Ambassador WATSON. The grain embargo 
also impressed the Russians. I am concerned 
about the effect of t he grain embargo on t he 
farmers and I don't like partial sanctions 
t hat affect just one segment of the society. 
But in the grain embargo area, the Russians 
never thought that we would hurt ourselves 
in order t o show dedicat ion in our relation
ship with them. So I would hold that grain 
embargo right on there ahd try to figure out 
some way of compensating the farmers who 
are hurting. 

Mr. CLARK. Do you think, Mr. Ambassador, 
that we are headed into a dangerous period 
of confrontation with the Soviet Union, as
suming that the tough talk by the Reagan 
administration is followed up by tougher 
stances against Soviet aggression anywhere 
in the world or against Soviet terrorism, 
support of terrorism? 

Ambassador WATSON. Basically, Bob, I 
think the two systems are on a collision 
course. I can't tell you at what point they 
will collide but given no change in direction 
in the Soviet way of doing things, and no 
change in direction of our way of doing 
things, there's bound to be an explosion 
down the line somewhere, let's say somewhere 
in the next two to three decades. And so I 
just believe that we have to both recognize 
that we have the power to destroy each other 
and stop threatening or posturing. The last 
thing in the world that we want to do is to 
get into a position where we bluff the Rus
sians or try to bluff them and they call our 
bluff. I think that's absolutely the last thing 
this administration wants to do or should 
do. 

Mr. VANocua. President Brezhnev, of 
course, is 74 years old, and not in very good 
health. There is a view that when the last of 
the old revolutionaries are gone, the younger 
gen~ration will be easier to deal with, more 
flexible. I take it you are not very hopeful 
about that? 

Ambassador WATSON. No. I think it is a 
very steady system. Let's remember that a 
person doesn't get elect ed or brought into 
the Politburo until he is in his fifties . He's 
normally a candidate member so they can 
kind of see how he works for a while and 
then ~e finally is made a full member or he 
sometimes is dropped so that it-the 
tendency to perpetuate itself in its own 
shadow, and I see no possibility of it chang
ing. 

Mr. CLARK. And you warned about the 
danger of our being on a collision course· 
what currently, in the world, could bring ~ 
collision with the Soviet Union, could it be 
Poland, or what? 

Ambassador WATSON. Well, I don't think 
Poland would bring a colllsion and I would 
be willing to talk about Poland at length 
I don't think that would bring a collision: 
because we have more or less accepted their 
zones of influence. They have tremendous 
problems in Poland because by going in there 
they would lose so much presti~e in all of the 
relationships they have in western Europe 
in addition to any possibility of future 
friendships and relationships with us so 
that they are on the horns of a terr.ibly 
difficult dilemma. 

Mr. VANocua. Mr. Ambassador, if you were 
still the ambassador in Moscow, when and 
if the Soviets invaded Poland, what would be 
your recommendation as to our course of 
c.onduct? 

with these weapons that we both have, that 
you can never afford to not be talking, and 
I think in the last year and a half, when 
I've been familiar with this situation, there 's 
been all too little talk. It's been a t ragedy 
to see this SALT situation deteriorate to 
the point where the only communication es
sentially has been a couple of meetings be
tween Mr. Vance and Mr. Muskie and Mr. 
Gromyko and the rest all through Mr. Do
brynin and I. 

Mr. VANOCUR. Let's take up some specifics. 
What should the Reagan administration do 
about SALT in its present condition? 

Ambassador WATSON. Well , in my opinion, 
the best thing for t he Unit ed States and the 
world would be to get back t o the SALT 
table, feel the Russians out, see what the 
minimum changes are that the Reagan ad
ministration would accept, and then ratify 
that treaty. And before I finish that, let me 
say that when I last looked at that treaty, 
which wasn't very long ago, there was noth
ing in the treaty that would inhibit any of 
the plans of Secretary Brown or the head of 
the Joint Chiefs of Staff, General Jones. So 
that we were really agreeing to a second step 
after SALT I, to confirm SALT I , which is 
now just an ennui and being observed by 
mutual consent, informal mutual consent, 
we would be back into a negotiation to con
tain the weapons. Now, you know the weap
ons count and you know what they can do. 
Three of those weapons on New York will de
stroy 95 percent of the population, so if you 
want to destroy three hundred cities in the 
Soviet Union, then you take 900 weapons and 
there's nothing left of the Soviet Union. And 
if we were to do t he same on the ot her side or 
they were to do the same to us , it would end 
up the same way. So you end up with, you'd 
use one-tent h of your weaponry and you'd 
have 90 percent left. What do you do with it? 

Mr. CLARK. President Reagan has made it 
very clear that he wants some major changes 
in the SALT II before resuming serious nego
tiations. Do you think the Russians are will
ing to make any significant concessions that 
would get SALT II back on track again? 

Ambassador WATSON. Well , they've spent 
seven years negotiating a treaty in good faith 
and I make no arguments to the Soviets. I'm 
just now arguing about the SALT II treaty. 
They believe they negotiated in good faith , 
both governments signed i t, and now we 
can't get it ratified over here. They would be 
very reluctant to sit down at a SALT table 
and make major changes in SALT II. 

Mr. CLARK. Failure to begin new SALT 
negotiations in a reasonable time, could it 
trigger a new nuclear arms race? 

Ambassador WATSON. Well, I'm sure it 
would because the very minute we even sus
pect that they have broken out of the provi
sions of SALT I and II, then we would break 
out, and I think it is very easy that we would 
both begin to oocalate. That's why I think 
the situation is so desperately dangerous at 
t he moment. 

Mr. VANOCUR. Mr. Ambassador, suppose we 
do challenge them to a new arms race, what 
will be their response? 

Ambassador WATSON. Oh, they would build 
weapon for weapon with us. There is no pos
sibility of getting them to collapse economi
cally or give up because of our industrial po
tential or anything of that sort. The only 
way we can show the Soviet Union we mean 
business is by being realistic in the way we 
manage our own country, by balancing our 
budget, by raising taxes instead of lowering 
taxes, by going to universal military service, 
by having a civilian army that 's not paid 
competitively with the civilian jobs outside. 
I'd have a hard professional corps that was 
well paid and then I'd have universal mili-

Mr. CLARK. If the grain embargo is re
t ained, would you extend it, perhaps, cer
tainly if there is any new Russian aggression 
anywhere t hat would warrant extending the 
grain embargo, to other areas of trade, and 
t h is is report edly one thing President Reagan 
is considering, so you don't just single out 
the farmers as the ones that bear the full 
burden? 

Ambassador WATSON. Yes. I'm for overall 
sanctions if the Russians continue to oper
ate in a fashion that we don't like or we 
think is dangerous. But you have to consider 
the Europeans walk around some of our pro
visions and I think it would be appropriat e 
for General Haig to line up the Europeans 
quietly so that we can present a united front 
and we aren't sanctioning certain types of 
equipment and having them able to get that 
equipment from Western Europe somewhere 
or through Third World nations. 

Mr. CLARK. We're going to take a short 
break here. We'll be back in just a moment 
with more Issues and Answers. 

ANNOUNCEMENTS 
Mr. CLARK. Our guest is Thomas Watson, 

who has JUSt returned as the American Am
bassador to t he Soviet Union. And Chief 
Diplomatic Correspondent, ABC's Sandor 
Vanocur. 

Mr. VANOCUR. Mr. Ambassador, we were 
talking about t rade a moment ago. The Car
ter administration granted export licenses to 
caterpillar Tractor and Intemational Har
vester so they could help build that pipeline 
that the West Germans are contracting with 
the Soviet s t o put natural gas in Siberia a.nd 
Western Europe. Would you cancel those ex
port licenses? 

Ambassador WATSON. I would not. I would 
not because I think when you cancel export 
licenses, you are almost at the point of war. 
I would be very careful in what I committed 
to go over there and if I was giving them 
something that could help them technologi
cally, I would do it, and I wouldn 't object to 
a complete ban on all trade with the Soviet 
Union , as I said a few minutes ago. But to 
selectively sanction, I think is wrong. On 
the other hand, existing contracts which 
have been partially paid for , I think should 
be fulfilled. 

Mr. VANOCUR. This is going to be a center
piece of our foreign policy with the Soviet 
Union, trade , because the Western Euro
peans have one view of it, we may have 
another. Do we hurt ourselves by not trading 
with the Soviet Union or do we hurt them? 

Ambassador WATsoN. Well , I think that all 
cf those sanctions, actions taken after Af
p:hanistan , most of which were cooked up in 
Moscow by my group , although they may 
well have been cooked up in the State De
partment here simultaneously. were not 
things done to hurt the Soviet Union as 
much as to get their attention. And we really 
got t heir attention. This was the first time, 
you remember. in Afghanistan. that they'd 
ever moved outside of the traditional post
war boundaries. And they had no idea that 
we 'd react the way we have. and we may well 
have made the world a little safer for a 
temporary period by letting them know that 
there were certain things that the Western 
World would not stand for . 
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Mr. CLARK. Defense Secretary Weinberger 

said this week that the Reagan Administra
tion would very probably want to deploy the 
neutron bomb. There were some questions 
as to whether countries such as West Ger
many would let it, let us deploy it on their 
soil. The Russians have already warned that 
use, deployment of the neutron bomb would 
trigger a new nuclear arms race in Europe. 
Would you still go ahead and deploy the 
bomb? 

Ambassador WATSON. No, I wouldn't. I 
would try to get a nuclear weapons treaty 
and if I couldn't I would build right with 
the Soviets. If they don't want a treaty with 
them, I would build bomb for bomb with 
them. But we've led this nuclear parade 
now for 40 years and it hasn't gotten us very 
far and we have essentially a large group of 
weapons that are meaningless. If one side 
used one of those weapons, even if it is a. 
tactical weapon on the battlefield, it wlll 
quickly escalate to strategic weapons, and 
when it escalates to strategic weapons, 90 
percent of each nation is going to be killed 
or maimed. And that's essentially national 
suicide. And neither one of our sides should 
be in a position of betting our nation on 
those kinds of cdds. I think the quicker you 
get those weapons treatied, the better. Now, 
on conventional weapons, I would decide 
where and how I wanted to project my power 
and my national resolve, and I would build 
sufficient conventional weapons to do that 
whenever and wherever I saw fit. 

Mr. CLARK. And you expressed a very strong 
concern earlier about a possible collision 
between the United states and the Soviet 
Union somewhere down the years; whether 
it be a decade or not, what would trigger 
such a collision? 

Ambassador WATSON. Well, you mentioned 
the Middle East. Let me just take any of the 
nations down there. Iran, for instance. We 
could have a confrontation over Iran. It's 
all perfectly safe as long as we're confront
ing Iran from the south and the Soviets are 
confronting it from the north. But if Iran 
suddenly becomes a. nonentity and the gov
ernment collapses, then the Soviet and 
American forces are facing each other in a 
confrontation, and I've had nightmares 
about what you do in a situation llke this. 
I hope. you would get the U.N. into it and I 
hope you would try to back it down. But 
the thing that concerns me is that we can 
stumble into confrontation very easily in 
the dangerous world in which we llve. And 
if we try to use the bluff and the threat or a. 
thermonucelar weauon, that Is an absolutely 
nonproductive course. in my OPinion, be
cause they are absolutely equal with us. 

Mr. CLARK. Do :vou think ·there is a serious 
threat that the Sov·let Union might invade 
Iran if the government there just collapsed? 

Ambassador WATSON. I think it is a pos
sibility, Bob, T really do. I'm sure ·that we are 
thinking about tha,t as a contingency and I 
say this not knowing. 

Mr. VANOCUR. Well, Mr. Ambassador this 
goes back to the trade question. The soviet 
Union has enormous quanti ties of untapped 
oil, natural gas. If they are not pel'lmitted to 
build that pipeline, transfer their gas to 
Western Europe, or if they have deficiencies 
in their own production for their own do
mestic consumption, doesn't th.a,t turn their 
attention more than It is a'Iready t th 
Persian Gulf? 0 e 

Ambassador WATSON. There a.re a lot of 
people who say that. My own feeling is that 
the Russians are very realistic 181bout the ·Per
sian Gulf and that we don't need to make 
any noise or lay down any ultimatums at all 
They understand that that 1s a. national and 
vital interest of the United States of America 
and I believe they wiU :be very cautious 
there. What I really am concerned about .Is 
what happens 1f Iran goes :into a revolution 
and really colla~pses as a viable government 
Then I think that we both have got to g~ 

very, very cautiously to avoid serious conse
quences. 

Mr. VANOCUR. Is there the mstrumentality 
of commun!ca,t'ion now? 

Ambassador WATSON. There is not and 
that's why II think we should .be back .at the 
tables, even 1! we are just sitting and dis
cussing potential crises. 

Mr. VANocua. Well, Mr. Ambassador, this is 
a blunt question .but I ask Lt with respect, do 
we need an ambassador ·in ·the Soviet Union? 
The reason I ask this, ever since the days of 
Henry Kissinger and !Richard Nixon, we seem 
to use Mr. Dobrynin, the Soviet Ambassador, 
a.s our ambassador, and even though he has 
to park now upstairs rather than down
stairs in the State Department garage, is 
there any way that we can break out of 
this? Make our ambassador effective in the 
Soviet Union? 

Ambassador WATSON. Well, I had no trou
ble seeing anybody in the Soviet Union that 
I wanted to but you know weH, because you 
were visiting •there while i was there, -that 
it is a different kind of society now. The 
hostesses of Moscow <are not anxious to get 
me to dinner whereas the hostesses of Wash
ington often were very anxious to get Anatoly 
to dinner. He's a charming man. That's a. 
closed society. We have an open society. But 
as far as I was concerned, I had no trouble 
getting to see any of them that I wanted to. 
Most of my visits were confrontational and 
yet when I left I thought that I had a good 
relationship with all of them, insof•ar as one 
can be very realistic and still have a good 
relationship. 

Mr. CLARK. If we could get back to Iran for 
just a moment because this question of how 
we would react to any Soviet move in to Iran 
could become an extremely critical one, Gen
era>! Dav:ld Jones, the Chairman of the Joint 
Chiefs of Staff, did some oJ the toughest 
talking in this area. th'is week, and he said 
before the Senate ~rmed Services Commi·ttee 
tha,t if the Russians moved into Iran they 
should know that we might respond some
where else in the world, perhaps with an 
attack on the Russian Navy somewhere. Do 
the Russians listen to that sort of threat? 

Ambassador WATSON. I think that it con
tributes to the kind of atmosphere of ten
sion but I don't think the Russians are par
ticularJy impressed .by those kind of state
ments. The Russians know our potential and 
I think that silent diplomacy and silent 
management of the thing and personal con
ferences are a lot .better in dealing with the 
Soviets than trying to deal with them 
through newspaper headlines. 

Mr. CLARK. One of the areas where you dis
agree with President Reagan and Secretary 
of State Haig is over linkage. They are 
strongly for it and you have been generaJ•Iy 
opposed to the principle of I:lnkage. Why? 

Ambassador WATSON. Well, I think that 
you're comparing a mountain, in a way, with 
a molehill when you talk about linking a 
thermonuclear treaty when you are dealing 
with something that can destroy the whole 
Western World and an operation in Poland, 
serious though it mgy be, and it certainly 
would be serious, or a misbehavior in El Sal
vador. I think those are terrible things and 
I think they should be responded to with 
conventional arms and I think we ought to 
be strong enough, and if we are strong 
enough and dedicated enough, they won't be 
doing ·those kinds of adventures. But com
paring the two different things together, they 
are just not in the same ballpark. 

Mr. VANocua. Mr. Ambassador, when I was 
in the Soviet Union, you had this sense of 
paranoia. about their own insecurity, kept 
mentioning phrases like parity, equality with 
the United States. Is there any way that the 
United States can satisfy this insecurity par
anoia without jeopardizing our own vital 
interests? 

Ambassador WATSON. I believe that we can 
do that. I believe a good treaty which is fair 
to both sides, as I believe SALT n was, I've 

never been able to cllilcover the !&Jtal tlaw that 
I heard about so much during the election, if 
we could get that settled and then had sutn
cient conventional forces so that they would 
respect us wherever we happened to want to 
project our influence in the world, and we 
would respect them, I think that we could 
slowly simmer the whole thing down. Going 
in the direction we are going in now is cal
culated to get the worst kind at re.sponse out 
of the Russians. 

Mr. CLARK. Mr. Ambassador, you have 
stressed several times the need to build up 
conventional arms. to close the gap with the 
Russians, on conventional arms, but yet some 
of our military experts say it is going to take 
at least five or ten years, to let them get so 
far ahead. What do we do in the meantime? 
Is that the period of most critical danger? 

Ambassador WATSON. Yes, I don't think 
they are nearly that far ahead of us. You'd 
have to count. They have a much different 
military problem than we. They have a hos
tile border of 7,000 miles, maybe 10,000 mlles, 
China around to Finland. We don't have that 
kind of a. problem. We also have some allles. 
So that you have to make sophisticated 
counts of what the strategic requirements 
will be. They probably are somewhat ahead 
of us in the areas of tanks and perhaps !or
ward based aircraft. But we ought to be able 
to correct that very easlly. And to think that 
you can control that gap by using thermo
nuclear weapons, is what I really wanted to 
make as the point here today, because you 
really can't. For many years we were able to 
do it. We had a monopoly. They were rela
tively cheap to build. And during the Cuban 
missile crisis, we were way ahead o.f the Rus
sians and they backed out of there. Mr. Ku
netsov said at that point, never again wlll be 
in a position to have to do this, and they've 
made great national sacrifices, you've seen, to 
bring themselves even. I think, as far as 
those weapons go, once somebody else has 
the same number you have, that is a useless 
weapon. And the best you can do is to treaty 
it and control it. Remember, on treaties, none 
of the treaties we have made are treaties that 
cannot be verified. There's no mutual trust 
between these two nations. And so each one 
wants to verify the other's compliance with 
the treaty. 

Mr. CLARK. Mr. Ambassador, we thank you 
very much !or being our g\lest on Issues and 
Answers.e 

ESTONIAN INDEPENDENCE DAY 
• Mr. PERCY. Mr. President, as we note 
the 63d anniversary of Estonia's proc
lamation of independence, we recall 
sadly that Estonia's independence was 
brutally cut short in June 1940 when the 
Soviet Union occupied Estonia and her 
neighbor states Latvia and Lithuania. 
Serious violations of individual rights 
pledged by the Soviet Union in the Hel
sinki Final Act continue today in Soviet
occupied Estonia. 

On this occasion those of Estonian 
heritage in this country and elsewhere 
commemorate the establishment of the 
independent Estonian state in 1918 and 
renew their commitment and vigil for 
the return of independence to Estonia. 
All of us Americans, who are blessed with 
freedom, pay tribute to the rich scien
tific and cultural contributions of Es
tonians to Western civilization, and join 
with Estonians in their ongoing commit
ment to Estonian independence.• 

THE SUCCESSFUL CETA PROGRAM 
IN BAYONNE, N.J. 

• Mr. WILLIAMS. Mr. President, I was 
delighted to see Senator HATCH's favor-
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able comments in the RECORD of Febru
ary 26, 19Hl, regarding the Job Corps 
program following his tour of the Clear
field Job Corps Center located in Utah. 

Senator HATCH succinctly outlined one 
of the many success stories that results 
from taking impoverished and unem
ployed youth and providing them with 
basic education, vocational skills train
ing, work experience, and counseling. 
The results are readily apparent. 

At a time when we are inundated with 
all the horror stories and the abuses that 
exist within the Comprehensive Employ
ment and Training Act, as well as en
countering the administration's efforts 
to cut back public service employment. I 
would like to offer yet another success 
story. 

In Bayonne, N.J., which is, I might 
add, Secretary of Labor Donovan's 
hometown, we have found that public 
service employment workers have made 
a tremendoUs impact to the community 
with the services they provided. As a 
result of CETA employment, more than 
123 individuals have been successfully 
placed into the mainstream of employ
ment. 

As we review the budget reouests and 
proposed modifications to the CETA 
program, it is my hope that we can also 
focus on the beneficial effects these pro
grams have had for disadvantaged indi
viduals and the communities they have 
served. 

I submit for the RECORD the Bayonne 
story as related by the mayor of Bay
onne, the Honorable Dennis P. Collins, 
and also examples he has submitted of 
how CETA has worked. 

The material follows: 
STATEMENT OF MAYOR DENNIS P . COLLINS OF 

BAYONNE, N .J . 

It would not be unrealistic for me to call 
our CETA program a "blessing" for both the 
city and for its residents who were caught in 
the midst of the nat ional recession without 
a job. CETA was an answer to their prayers 
and an opportunity for the oi ty to use an 
enlarged workforce to achieve goals that were 
only ,a dream before. 

I refer, in particular, to t he marvelous job 
of bulk.heading done along the Newark Bay 
shoreline at Cit y Park and Veterans Park by 
OETA carpenters, the great job of renova
t ion a-ccomplished at the old City Hall Annex 
building that had been unused except for 
storage since the 1972 opening of the new 
municipal building, and which is now being 
used by community agencies; the refurbish
ing of the former St. Andrew's S~hool as a 
senio!" citizen cent er; renovation o! the BEOF 
building at 22nd Street and the Boulevard· 
the Community Day Nursery building at 27th 
Street and Broadway; the teen-age/ senior 
ot.tizen center and Bayonne Men tal Health 
Center at Broadway and 27th Street; and t he 
restoration of the old Fire Museum on West 
47th Street that has been declared as bot h a 
state and national historic site; the repaint
ing o! our sewerage treatment plant for the 
first time in 23 years; the refurbishing of the 
city's centralized gaoo.ge; and renovation 
work and assistance to many, many non
profit organizations in the community. 

CETA employees also contribut e greatly to 
the smooth lunctioning of the v'arious mu
nicipal and board of education departments 
~here they aTe trained in their jobs and have 
proven to be able and dependable workers. 

Even the CETA summer Yout h Program 
has aided ,the city, not only by gainfully em
ploying our youth, but also in providing 

much needed services and Dl!aking genuine 
contributions. For example, a group of stu
dents conducted a door-to-door survey of 
residents to help determine the numbeT and 
lo:}ation of seniOT citizens and persons with 
disabiUties. This information has proved in
valuable for our Office on Aging and the non
profit Barrier-Free Club which reaches out 
to help the di&a<bled with services and pro
grams. 

Since the inception o! the CET A programs, 
over 350 Bayonne residents have been given 
employment and training opportunities. This 
does not include the Summer Youth Pro
grams. The CETA II Program was started on 
November 12, 1974, and 52 persons were hired 
under that t itle. Because of openings in reg
ular municipal jobs due to attrition, 11 o! 
these CETA employees were eventually trans
ferred to the city's payroll. 

The CETA Title VI program had its incep
tion on January 14, 1975. Since that time, 
161 employees were hired on this program 
and again, due to attrition, 29 of these people 
were a ble to be transferred onto the munici
pal rolls . 

On July 12, 1977, the OETA VI PSE Proj
c::ts Program went into effect and since that 
time 142 employees had been hired. Finally, 
over 500 youth are hired each summer on 
tha t spe::i-al progra-m . 

The infomm.tlon above gives e:m.mples of 
benefits <to ibotJh ~he cdlty and :its residents 
gained tlhrough the CE:I'A progm.ms. I must 
stress thalt I have omy cited: a few examples 
since a listing of 1all benefits WOUJI'Cl take more 
spalCe 'than conta.ined in 'thds letter. 

Bayonne's success wit h CETA stems pri
marily from good aldministraMon and my a.p
precia.tion is extended to the en~ire CETA ta.d
ministrative staff. Adldiltloil!a.'lly, no program 
can succeed without the dedicated efforts of 
i11:6 members. And, SQ, I l8lslo e~d t hanks to 
t:Jhe lndivldrual CETA employees who, through 
their efforts and good work, make the pro
grwms a suocess. 

I would be vercy remiss 1f I didn't single out 
Edward M. Farrelly, exeOUJtive direotor of the 
HudSon County CE:I'A Consortium, and his 
dedlica.ted staff for their inV'alu.a;ble a.dvi'ce 
and assiste.nlce. They •treat us with t.he utmost 
courtesy a.nd helpfulness Whenever we oa.ll 
or visi t . The success of Bayonne's CETA pro
~nd I'm confident of the program in 
Hudoon 's other munioipali ties as well-can 
also be ~raced to Ed Farrelly and his staff. 

UnfortunSJtely, there are so many critics of 
CETA who attack it blindly without realizing 
its grealt benefits. OUr leaders in Washington 
are lookdng to curtail ex:pend'iwres for these 
pi'Og'l"ainS amd to place needless restrictions 
on w'ork1ng OETA programs in the interest 
of the naltiona.l economy. 

Yet, they do not explain how it wlll ·help 
the economy if thousands of CE:I'A workers 
are unemployed and if ci:ties and Oltiher CETA 
sponsors have to curtail much needed pro
grMnS for t he community. 

I a~n publicly pledge ·to work in close co
operation with Ed F'a.rrelly, other mayors and 
CETA sporusors to maintain and hopefully 
even increase our CETA programs. 

We 1:11t t he grassroots know CET A works and 
we seek the cooperatlon of our Washington 
representatives to lend their efforts in seeing 
to 1t tb.M the CETA program 'COntinues in the 
inteTest of our people and our cities. 

CITY OF BAYONNE, 
INTER-0~ICE MEMORANDUM, 

March 4, 1981. 
From: John P . Sakowski , M.D., Director. 
To : Han. Dennis P. Collins , Mayor. 

The following people are full time em
ployees of t his delJartment, formerly CETA 
employees : 

Rosemary Cook, Rosetta M. Considine, 
Catherine Daugherty, Kevin Doyle, Gall 
Lake, Helen V. Mullanaphy. 

The CET A program was helpful to this 

department in that it allowed employees to 
be hired and trained. Because o! the in
-depth training they receivedi, the above 
were transferred to the regular payroll when 
vacancies occurred. 

JOHN P. SAKOWSKI, M .D. , 
Director. 

CITY OF BAYONNE, 
INTER-OFFICE MEMORANDUM, 

March 4,1981. 
From: Gerard Kinch, Bldg. Supt. 
To: Mayor Dennis P . Collins. 

Building Services--Former CETA em
ployees now city employees: 

John James Hanly, Edward Hynes, Thomas 
Kirby, Marion Sinopoli, James F. Zeigler, 
Arthur Naugle. 

The reason the above were transferred to 
the regular municipal payroll was because 
of the fact that their training and job per
formance as CETA employees was excellent. 

CITY OF BAYONNE, 
INTER-OFFICE MEMORANDUM , 

March 4, 1981. 

From: Marvin A. Eger, Director o! Finance. 
To: Mayor Dennis P. Collins 
Re: CETA. 

The Comprehensive Employment Training 
Act has indeed been mutually beneficial to 
both Bayonne and the employees in the 
program. 

Recognizing the prime interest o! CETA, 
this department has had extraordinarily good 
success in training, retraining and teaching 
job skllls to many employees who wanted to 
get into the main stream o! the employed. 

The department has demanded that any 
CETA employee take advantage o! on-going 
educational opportunities in addition to 
on-the-job training. We have insisted that 
CETA employees take Civil Service examina
tions in their categories in order to be eli
gible !or governmental positions as they 
became available. 

During my tenure as Director o! Finance , 
the following list of Department of Finance 
employees, who were former CETA employees, 
are outstanding examples of a pro:iuctive 
work force that I am proud to be associated 
with and whcm I have appointed. 

Giovina Genova, senior clerk. 
Rosalie Maguire, clerk typist. 
George Misdom, senior assessing clerk. 
Dorothy Devaney, cashier. 
Kathy Agel, clerk. 
Anita Hitchell, clerk. 
Betty O 'Oonnor, senior bookkeeping 

machine opera tor. 
Irene Kokola, clerk. 
Robert Schaible, cashier. 
Ed Herrmann, senior account clerk. 
John Coffey, city comptroller, provisional. 
For a complete perspective it must be 

noted that many o! our former CE:I'A 
employees, after leaving here went on to 
fill productive positions in the private sector. 

Several o! the eight CETA employees pre
sently employed in the department have 
also followed the described patterns of train
ing and testing. They, too, wlll be placed in 
meaningful employ as they qualify. 

Respectfully submitted, 
MARVIN A. EGER. 

CITY OF BAYONNE, 
INTER-OFFICE MEMORANDUM, 

March 4, 1981. 
From : James F. Sisk, Director, Department 

of Public Safety. 
To : Mayor Dennis P. Collins. 
Re CETA Employees. 

More than two dozen men and women have 
been employed and trained by the Depart
ment of Public Safety since the inception o! 
the CETA program in 1975. 

Those employed in our Pollee Garage, Po
li~e & Fire Signal System and Parking Meter 
Division have aided those departments 1m-
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measurably. From their ranks, we have hired, 
under Civil Service, one employee who is 
assigned to the Parking Meter Division . 

Our Bureau of Criminal Investigation 
(B.C.I.) benefited greatly by the acquired 
expertise of Its CETA employees. A former 
CETA employee currently holds a position 
which had been previously filled by a pollee 
officer. We have also hired another former 
CETA employee, with provisional Civil Serv
ice status, who proved invaluable to this 
office. Other CETA personnel, formerly as
~igned to B .C.I., have attained Civil Service 
status in the Board of Education and em
ployment in the private sector. 

Those trained In our Fire Prevention Bu
reau went on to Civil Service positions in 
the City Clerk's office and at the County 
level. 

Our Municipal Court and Violations Bu
reau are , perhaps, the greatest beneficiary 
of the CETA program. The tremendous vol
ume of work in these departments could 
not be handled were it not for CETA per
sonnel. The Violations Bureau, in particular, 
served as a training ground for young people 
embarking on a business career as well as 
those re-entering the business world. We 
have absorbed onto the city payroll, through 
Civil Service, three former CETA employees, 
two currently assigned t o the Violations Bu
reau and one to Municipal Court. 

JAMES F . SISK. 

CITY OF BAYONNE, 
INTER-OFFICE MEMORANDUM, 

March 4, 1981. 
From: James R . Donnelly, Business Admin

strator. 
To: Honorable Dennis P . Collins, Mayor. 
Re Comprehensive Employment & Training 

Program. 

Since the inception of the C.E.T.A. Pro
gram, the office of Business Administration 
has benefited considerably as the result of 
having approximately eight employees who 
assisted in our every day activities. 

Most of these employees received their 
training and eventually located in other 
municipalities or the private sector. As the 
result of their efforts we have been able to 
update much of the record keeping in Ad
ministration, Real Estate, Personnel and Pur
chasing. 

Three of our former C.E.T.A. employees 
have been placed within other departments. 
Pat Goodhart is certified in the Law De
partment, J. Bonner is a provisional em
ployee in Business Administration and Ar
thur Burns is a Budget Examiner within the 
Community Development Block Grant. 

JAMES R. DONNELLY, 
Busi ness Administrator. 

CITY OF BAYONNE, 
INTER-OFFICE MEMORANDUM , 

March 4, 1981. 
From : Frank J. Ziobro, Law Director. 
To: Hon. Dennis P. Collins , Mayor. 
Re: CETA employees 

We were only able to use three CETA em
ployees from its inception until the present 
time, the reason being that we required per
wnnel with superior qualifications to meet 
the n eeds of our department. 

Of the three CETA employees, we were 
able t o have two retained by our depart
ment on a permanent basis and I think that 
that is an excellent performance in train
ing and placing those employees in our de
partment. 

CITY OF BAYONNE, 
DEPARTMENT OF COMMUNITY 

DEVELOPMENT, 
March 4, 1981. 

From: James M. Sweeney. 
To: Hon. Dennis P . Collins, Mayor. 

CETA workers have been utilized exten
sively in the Department of Community 
Development, performing basic construction 

tasks in the conversion or rehab111tation of 
City owned property as well as entry level 
municipal functions. CETA labor was used 
t o introduce two employees (J. Sweeney, J. 
Garrantino) to City workers resulting in 
the eventual permanent full time employ
ment of both. Others have helped complete 
surveys and neighborhood analysis for the 
various planning studies accomplished. 

The heart of the CETA program has been 
the improvements comoleted on various 
mumcipally owned buildings. A staff of five 
men uave completed the total renovation of 
the 47th Street Fire Museum, the City Hall 
Annex, the BEOF/ Whelman's Club, St. An
drews Senior Citizen Center, the Neighbor
hood Preservation Office and to a large de
gree, the conversion of the former Demo
cratic Club to the new home for the Com
munity Day Nur!:ery. These CETA projects 
have saved countless thousands of dollars 
In rehab111tation cost and have given new 
life to ot herwise dilapidated structures. 

JAMEs M. SwEENEY, Program Director. 

FREE PUBLIC LmRARY, 
Bayonne, N .J ., March 4, 1981. 

To : Honorable Dennis P. Collins, Mayor, City 
of Bayonne. 

From: Mary E. O'Connor, Library Director. 
Re: CETA employees at the Bayonne Public 

Library. 
The following personnel worked at the Ba

yonne Public Library under the CET A job 
programs: Eugene Bocchiaro and Edward 
Lewis (who are still with CETA). Harry Ba
bich, Richard Cerchio, Edward Helminski, 
Eugene Barry, Anthony Pietrowicz, George 
Szweada and John Lewandowski. 

Of the above the following were later 
transferred to the regular Bayonne Public Li
brary payroll: Catherine Dougherty as Ac
count Clerk Typist, Edward Helminiski as 
Heatin,~ and Air Conditioning Operator, 
George Szweada as Building Maintenance 
Worker , Anthony Pietrowicz at Maintenance 
Repairer, John Lewandowski as Maintenance 
Repairer (who has since retired), Joseph 
Lupo will be hired as Guard Public Property 
effe:::tive April 1, 1981 when the present in
cumbent retires. 

These training positions have served as an 
excellent source of manpower to fill library 
vacancies and I strongly urge that the CETA 
program be continued. 

MARY E. O'CONNOR, 
Library Director. 

CITY OF BAYONNE, 
INTER-OFFICE MEMORANDUM, 

March 4, 1981. 
From: Edward M. Sweeney, Director, Public 

Works Parks and Recreation. 
To: Mayor Dennis P . Coll1ns. 

This is in answer to your request of March 
3, 1981 requesting my opinion of the CETA 
program and how many employees were hired 
on the City payroll from CETA. 

Attached are my comments on this matter. 
EDWARD M. SWEENEY. 

CETA COMMENTS 
As the Director of the Department of PUJbllc 

Works, Parks & Recreation, I feel that the 
Comprehensive Einp1oyment and Training 
Act (CETA) has been very successful. CETA 
workers have gained on the job educwtion 
and tmining in our department and a good 
percentage of CETA workers have found per
maneillt employment with the City as vacan
cdes permitted. Thus, we have carried out the 
goo.ls of the CETA program. 

With a breakdown of the department we 
can show that we ha.ve treined and hired peo
ple for a variety of jobs. 

Sanitation Division-Approximately 35 per
cent of the division's work force came from 
CETA ranks. 

Mechanical Division-An estimated 60 % of 
our employees at the Central Garage are for-

mer CETA workers who ga.ln.ed vaJuable me
chanil.cal training. 

Pa.rlts Division-Almost 25 percent of our 
work force in this division are former CETA 
workers. They have been trained to do a dtl
verse numlber of jobs which include forestry, 
repairs, oorpentry, paiillting and maintenance. 

Recreation Division-25 percent of the 
workers in the recreation division were ori
ginally with CETA. They now perform work 
as re::reation leaders, sports officials and sec
retaries. 

Director's Office-20 percent of the clerical 
staff in the Director's office were trained un
der the CETA program. 

SEWAGE PLANT PAINTING--<JET A VI 
To esti:ma.te the cost of the painting accom

plJ.Shed in the Sewage Disposal Plant to d.a.te, 
enclosed is a contractor's list of costs and 
labor Involved if it was done by an outside 
padnt contractor. 

Funds for padnt and la.bor paid by CETA. 
At no cost to city. 

Contractor's total estlrn&te, 1975, $33,075.00. 

CONTRACTING ESTIMATED COST 
SEWAGE TRE.\TMENT PLANT 

Area : Engine room: 
Conditions: 
Concrete ce111ngs-Raw, fine dust, some oil 

film. 
Cranes (2), Crane beams steel (4)-Pitted 

rust, greasy muck. 
Hand rails-Good. ( 1 coat of paint). 
Sash-Good. Partial donel-coat. 
Piping-Good. Partial donel-coat. 
Operations room-complete. ( 1 coat). 
Overhead corrugated door-Pitted, muck. 
Rigging-Major job in engine room. About 

30 percent of time spent. 
Cleaning method-By hand. Wire brush

ing, steel scrapers, some solvent washing, dust 
brushing. 

Protection of engines and gear boxes from 
overhead dirt and fine dust by plastic cover
ing. 

Coatings-2 coats over 90 percent of area. 
Types of paints-Concrete primers, latex 

finishes, steel primers, steel oil finishes. 
aluminum, enamels. $3,300. 

Area: Compressor room (under grit room): 
Conditions-Concrete ce111ngs and walls

Raw, oily, heavy dirt. 
Piping-Oily film and dirt. 
Cleaning method-Solvent cleaning, wire 

brushing, dust brushing. 
Coatings-2 coats on all items. 
Types of paint--Concrete primer latex fin

ish and semigloss (dado). Aluminum. $650. 
Area: Vacuum room (under filter room) : 
Conditions-Concrete ce111ngs and walls-

Raw, very heavy dirt and sludge. 
Piping-Heavy dirt and sludge, rust. 
Machinery-Oily and rust scale. 
Cleaning method-Steel scrapers, wire 

brushing , solvent cleaning. 
Coatings-2 coats over entire areas. 
Types of paint-concrete primer, latex fin

ishes, semigloss steel primer, steel oil finish. 
$2,000. 

Area : Corridors (main floor 2): 
Conditions-clean concrete cellings and 

walls (dado only). Some dust. 1 coat. 
Types of paint-Latex finish, semigloss. 

$40C. 
Area: Grit room: 
Conditions-Structural steel-85 percent 

heavy rust and scale. Thick dirty 11me. 
Sash-Steel rusty. 
Hand Rails-~ood. ( 1 coat). 
Piping-Partially rusty. 
Rigging-Scaffolding over flume pits. 

About 30 percent of time spent. 
Coatings-3 coats over 75 percent of area. 
Cleaning Method-By hand, wire brush

ing, steel hammer chipping, dust brushing. 
Types of paint-Steel primer, Aluminum, 

Enamels, $7,200. 
Area : Laboratory: 



March 5, 1981 CONGRESSIONAL RECORD-SENATE 3727 
Conditions-Concrete ce111ngs-dirty. 

Some dust-peeling. 
Brick walls-(dado 5') Good. Some peel-

ing (1 coat). 
Sash-Good. (1 coat). 
Counter Tops-Good. (1 coat Epoxy). 
Cleaning Method-Metal scrapers, dust 

brushes. 
Protection-Plastic covering equipment, 

Cabinets and Floor. 
Scaffolding-20 percent of time spent. 
Types of Paint-concrete primer and fin

ishes, Latex Semi-Gloss (Dado walls) , 
Epoxy. $850 

Area : Kitchen (lower level): 
Conditions-Ceilings, walls and deck

partial peeling, dusty. 
Coatings-10 percent prime. 
Types of Paint-Latex fiat, Semi- Gloss 

Porch and Deck Enamel. $140. 
Area : Shower Room and Locker Room 

(lower level) : 
Conditiorur-Ceilings and Walls-Partial 

peeling, dusty. 
Coatings-20 percent Prime. 
Types of Paint-Latex fiat and Semi-Gloss. 

$300. 
Area: Stairways (2 to below engine room) : 
Conditions-Walls and Stairs-Good. 
Coatings-! coat all surfaces. 
Types of Paint--Semi-Gloss Porch and 

Deck Enamel. $200. 
Area: Under Engine Room: 
Conditions-Ceilings, Walls, Floor-Raw 

dk~. • 
Equipment and Piping-Heavy dirt, oily 

film. Heavy grease on deck. 
Cleaning Method-Washing down com

pletely with soapy water and solvents. 
All_ Steel Surfaces--Wire brushing and 

scrapii~g. Congested area hard to get at. 
Coatmgs-2 coats 70 percent of Area. 
Types of Paint-Latex primer and finish 

Semi-Gloss Porch and Deck Enamels Alu~ 
minum, $2,500. ' 

Area: Looker Room (main floor): 
Conditions-ceilings and Walls-Peeling 
Coatings-20 Percent Priming. · 
Types of Paint-Latex fiat and Semi-Gloss 

$150. . 
Area: Boller Room: 
Conditions-ceilings and Walls-Raw. 

heavy soot, oily in spots. 
Equipment-Greasy with dirt. 
Cleaning Method-Wire brus'hing, solvent 

cleaning, dust brushing. 
Coating-Heavy aluminum. 
Types of Paint-Aluminum, Enamel (mo-

tors). $1,100. 
Area: Corridors (2-lower level): 
Oonditions-cemngs and Walls-Raw 
Piping-Pitted rust, heavy dust. · 
Cleaning Method-Wire brushing, dust 

brushing. 
Types of Paint-Latex primers and finis'hes 

Semi-Gloss (dado), steel primers, steel ali 
finishes, Enamels, Aluminum. $675. 

Area: Stairway (to vacuum pump area 
room): 

Conditions-concrete Walls-Good. 
Coatings-! coat only. {lower steps-1 

coat). 
Types of Paint-Semi-Gloss (walls). Poroh 

and Deck Enamel (stairs). $100. 
Area: Compressor Room (under engine 

room): 
Conditions-concrete Ce11ings, Walls and 

Deck-Raw, oily and greasy, clinging dirt. 
Tanks, Machinery, Plp1ng-oily and greasy, 

heavy dirt. 
Cleaning Method--Gomplete washing of all 

areas with soapy water and solvents. Wire 
brushing. 

Coatings-2 coats over entire areas. 
Types of Paint-Concrete primer latex fin

ish and Semi-Gloss {dado). Steel primer. 
steel oil paint finish, Enamels, porch and deck 
oil. $950. 

Area: Men's Toilet (maJn floor) : 
Conditions-concrete Ce111ngs, Brick 

Walls-Pee-llngs. 

Coatings-Metal Partitions-Good (1 
coat). 

Ce111ngs-2 coats. 
Walls-! coat. 
Types of Paint-Latex fiat, Semi-Gloss, 

Enamel. $200. 
Area: Filter Room: 
Conditions-Concrete Ceilings-Raw, 

heavy dirt. 
Cranes {2) Crane Beams (4)-Pitted rust, 

heavy dirt. 
Sash-Pitted rust , heavy d irt. 
Machinery-Heavy dirt, rust. 
Hand Ralls-Good ( 1 coat). 
Over-Head Corrugated Door-Pitted. Heavy 

dirt. 
Piping-Heavy dirt. 
Rigging-about 25 percent of time spent. 
Cleaning Method-Steel scrapers, hand 

wire brushing, solvent cleaning, dust brush
ing. 

Coatings-2 coats over 90 percent of Area. 
Types of Paint-concrete primers, Latex 

finishes, steel primers, steel oil finishes, 
Aluminum, Enamels. $4,100. 

Area: Stairway (end of filter room incl. 
area between vacuum room and tunnel): 

Conditions-Concrete Walls-Raw, very 
heavy muck on piping. 

Coatings-Hand Rails-Good (1 coat). 
Walls-2 coats. 
Types of Paint-Concrete pr1mer, latex 

finishes, steel oil paint, Enamel. $1,100. 
Area: Tunnel to Upper Gallery: 
Conditions-concrete Ceillngs and Walls-

Raw. 
Piping-fair condition. 
Coatings-! heavy coat on all surfaces. 
Types of paint-Latex masonary paint. 

Semi-Gloss oil paint on steel , Aluminum. 
$1 ,100. 

.A-rea: Cyclone Fence: 650 feet of fence wire 
brushed. One coat Aluminum. $750. 

Area: Base of Water Department Garage: 
1 coat on concrete 4' Base, $310. 

Other Painting in Misc. Areas-Pumping 
Station, etc. $1 ,000. 

Total: $36,000. 
Total estimated cost, tools add 5 percent, 

$29,075.00. 
Estimated paint cost, $4,000.00 (bid cost). 
Total , $33,075.00, May 1-Jan. 31 (9 

months) .e 

BILL KURTIS ON POLAND 
• Mr. PERCY. Mr. President, one of the 
relatively few Western journalists who 
has been able to enter Poland in recent 
months and cover the story of the sol
idarity union movement comprehensive
ly is Chicago channel 2 anchorman Bill 
Kurtis. 

In his special report for WBBM-TV in 
Chicago, and in special articles for the 
Chicago Sun-Times, Bill Kurtis has cap
tured the human details of the new spirit 
of hope that characterizes :Poland's re
cent turmoil. It is in the best tradition 
of foreign correspondent journalism, full 
of insight into the forces shaping Po
land's present renewal, and an inspira
tion to all of us who care deeply about 
the traditions and spirit of the Polish 
nation. Bill Kurtis has brought us a vivid 
picture of the struggle and optimism of 
Poland's workers. 

Describing a rally in support of farm
ers' demands for an independent farm
ers' union, Kurtis says: 

The spirit was here, the close relation
ship between the moral strength of what is 
happening in Poland and the people's force 
to carry it out. It has led many Poles to set 
their minds on the future, oblivious to 
threats of Soviet intervention, confident in 

their faith and a new Polish spirit-of 
Solidarnosc. 

Mr. President, I ask unanimous con
sent that the full text of Bill Kurtis' ar
ticles on his recent travels in Poland for 
the Chicago Sun-Times be inserted in 
the RECORD at this point. 

The article follows: 
SOLIDARNOSC-AMID POLAND'S TURMOIL, A 

NEW, SMILING SPmiT 
(By Bill Kurtis) 

WARSAW, POLAND.-A tall man, his dark 
co3.t turned up against the chill February 
wind, teetered on his toes, straining to see 
the beginning of the serpentine line that he 
had joined. He saw only the cold breath of 
his fellow warsaw shoppers and the s.t.ifting 
of their stout frames from one foot to an
other. It gave the column a false sense of 
movement as it twisted out of sight around 
a corner. 

One full city block from the newcomer's 
position, the line ended in a flurry of arms 
and elbows struggling to enter the doorway 
of a "delicatesy," patience finally giving way 
to the anticipation that had built during a 
four-hour wait to buy a few tins of canned 
tomatoes. 

It is a common picture of Poland, 1981, for 
t here are lines everywhere, longer than at 
any time in recent history, created by short
ages of meat, fruit, dairy products, flour and 
appliances. For the average Pole, there was 
no store immune from the specter of empty 
shelves. 

The Depression scene, although quite ac
curate, is a superficial impression, however. 
There is something more significant in the 
line of shoppers that more precisely repre
sents Poland today . 

Even a.fter hours standing in the cold 
dampness, the rugged faces were sm111ng. 
Their voices were lively in animated conver
s::~.tion that mirrored small red-and-white 
pins on their coats, which bore a single 
word-SOLIDARNOSC. 

It is a rallying cry for a new Polish spirit 
that has swept from the Baltic Sea to the 
Czech border, from the Silesian coal mines 
to the Black Madonna--Our Lady of 
Czestochowa. SolidaTnosc has captured union 
workers oa.nd professionals, dissenters and 
intellectuals, housewives, students and 
farmers , cab drivers and waiters. It has uni
fied the country into a single cause larger 
than any Polish force outside the Catholic 
Church and has turned a union of shipyard 
workers into a soci,al movement that out
numbers the Communist Party in Poland 
3-1. 

Despite its size, however, and impressive 
gains-the five-day workweek that took six 
months to achieve in Poland took 10 years 
in East Germany-the spirit that represents 
social revolution in Poland also could topple 
the country into further Communist repres
sion. 

The most visible symbol of Solidarnosc is 
38-year-old Lech Walesa, holding the reins 
of popular support in his hands while try
ing to delicately steer between Scylla and 
Charybdis-the Communist parties of 
Poland and the Soviet Union. 

Walesa is no Mahatma Gandhi, although 
he endorses the same nonviolent tactics 
Gandhi used against the ruling British 
government in India. He is no Dr. Martin 
Luther King, Jr., although he identifies with 
the same Christian themes of neighborly 
love as a means to an end. He is a creation 
of communism's laboring class, a socialist 
who believes in free soeech and free assem
bl:v but not necessarlly in capitalism. 

·In early February, I found Walesa chasing 
one wildcat strike after another like a fire
man trying to put out blazes, trying to 
mediate and moderate the labor problems, 
ironically, after having set off the first spark 



3728 CONGRESSIONAL RECORD-SENATE March 5, 1981 

o! hope himself. He is attempting to hold 
the rising spirit o! Solidarnosc within some 
control, preaching non-violence and pa
tience, singing the Polish National Anthem 
with strikers in Bielsko-Biala and trying to 
avoid disorder there at the same "time. 

His rich, chestnut-colored mustache, solit 
by the curving, full-bowled pipe he has 
recently taken up to cut a chain-smoking 
cigarette habit, has become a fam111ar trade
mark throughout Poland. He breezes into 
buildings with the swagger o! a re-elected 
politician. He can exhibit a toughness forged 
in the shipyards o! Gdansk and a shortness 
o! temper intrinsic to union bargaining 
agents. Yet he also possesses the feisty 
charm o! a streetfighter with the ab111ty to 
use his warm smile to control the mood o! a 
crowd as a maestro might lead an orchestra 
!rom one movement to another. 

I have watched him crushed between se
curity guards and tenacious television 
camera crews to be spewed into a waiting 
bus at Rome's Leonardo da Vinci Airport, 
only to mug !or the cameras through the 
windows once inside, obviously enjoying the 
jostling attention. Even exhausted at the 
end o! marathon negotiating sessions in 
Warsaw, Walesa would pause briefly amid 
the blue lights to communicate with the 
media-not playing to it, but responding 
dutifully to the waiting press. 

We live in an age in which leaders often 
must excel in two arenas. One is private, like 
Walesa's presence at a negotiating table in 
Gdansk, and the other is public, like his 
media image of "commonness"-with loosely 
combed hair and ill-fitting clothes-which 
ignites the identification of a Polish constit
uency. 

He has become the Poles' lightning rod, 
elevated !rom simple roots amid shipyard 
workers in Gdansk to world prominence. The 
small nation o! 35 million seems to be riding 
along at his side, sharing each experience 
vicariously, sharing the thrill of winning
so far. 

Every Pole's dream is to visit the pope at 
the Vatican. Walesa was there, kneeling to 
kis.;; the paoal ring, standing alonl2'side his 
holiness to receive a papal ble8sing and ap
pearin~ to confer privately with the man who 
embodies the greatest surge of Polish pride 
in the country's history. The symbolism car
ried in a Wirephoto back to Poland had enor
mous impact. A copy is still pinned to the 
wall of Solidarity's Warsaw office and its non
verbal communication speaks volumes on be
half o! the Solidarnosc cause. Pope John 
Paul II is standing on the right, representing 
the moral strength of the Polish oeople, em
bracing the "commoner" Lech Walesa who 
has become Every Pole. ' 

The message during that embrace was to 
go slowly and peacefully. The strategy seems 
clear-to avoid giving the Soviet Union rea
son to send troops onto Polish soil, but it is 
a tall order to control the soirit of a social 
movement that is percolating wildly through 
mlllions of different hearts and minds. 

Poles throughout the country already have 
begun liberalizing the communist structure 
in many individual ways, like speaking free
ly. 

There was a Polish saying applied in the 
past: "When a Pole comes home !rom work 
he chan?es his shoes and his views." Today. 
proudly, Poles tell you that the phrase should 
be shortened to: "When a Pole comes home 
!rom work, he changes his shoes-period!" 

The new attitude has taken the form o! a 
boldness, even in front of the communist 
bosses, that at times seems to go even bevond 
Wale~Sa's example. Tn the recent wildcat 
strike in Blelsko-Biala, where workers were 
out !or 10 davs. the issue was corruotion 
among- provincial Communist Partv leaders, 
well beyond the traditional labor complaints 
of wages and working conditions. Communist 
Party leader Stanislaw Kania described the 
growth o! Solidarity support in these areas 

as a. political opposition force. That was 
denied by Walesa. and other union leaders, 
but even impartial observers find truth in 
the charge. A strike in Jelenla Gora included 
demands to relinquish a vacatton resort used 
exclusively by Communist Party members, 
another example of what Kania would call 
using strikes for political ends-but what 
the workers there were calling "justice." 

Even sympathetic observers believe many 
areas are in a state of anarchy that pushes 
Walesa dangerously close to losing his com
fortable negotiating relationship with the 
current ruling party and perilously close to 
the edge of chaos, which would be used by 
the Soviet Union as justification for sending 
troops into Poland to restore order. 

In every sector are stories o! individual 
"victories" in support o! Solidarity goals. 
During dinner one night, I kidded the walter 
about his lack o! a Solidarnosc lapel pin, 
which was being worn by fellow walters in 
another restaurant not far away. He lifted 
his lapel, revealing a red-and-white Soli
darnosc button underneath, explaining that 
the national strike scheduled for Feb. 3 had 
been called otr, according to a news confer
ence broadcast only a few hours before. His 
attention to the matter had not missed a 
detail o! the announcement. 

Access to the media has, o! course, speeded 
the growth of Solidarity. Before the summer 
o! 1980, state-controlled television and radio 
broadcast only Communist-censored infor
mation. In the Gdansk agreement negotiated 
between the shipyard workers and the gov
ernment, Solidarnosc was granted access to 
the media for the union's own purposes, 
which amounts to a pipeline o! information 
completely independent o! the government. 
In addition to that enormous concession, the 
government granted permission !or Sunday 
mass to be broadcast for the benefit o! 
shut-ins. It was Solidarnosc's "gift" to the 
church, and it cemented the trade union's 
bond with the movements alter ego. 

A student who worked part time as a guide 
for foreign tourists expressed his feellngs !or 
Solidarnosc by referring to his !ather. "My 
fwther is a disappointed man. For 35 years 
he's worked hard in the belle! that it would 
be good !or his family, and now we don't 
even get a washing machine, aut07Ilobile 
parts or food. Thirty-five years ago he 
thought it would all work out, that his gen
eration would sacrifice !or later generations 
o! Poles-his sons-but he's bitterly dis
appointed." The !ather's sadness has become 
a flicker o! hope in the son's eyes, hope that 
is carried in the organlzation-8olidarnosc. 

Some 60,000 printers are members of Soli
darity. They recently pressured their censors 
to let them print the truth, threatening to 
print the newspapers with blank spaces 
where the censor's cuts had been made. At 
one point, printers working on the Zycie 
Warszawy newspaper refused to print articles 
critical of Solldarnosc. 

Journalists have carved new gains as the 
censors relaxed their red pencils in the mood 
o! the reforms sweeping the country. 

Two-thirds o! the employees o! PoliSh tele
vision are members of Solidarnosc. 

Students, who touched otr major protests 
in 1968 result1ng in expanded academic free
doms, are almost loot in the current free-fire 
zone of labor unrest. They have taken over 
university buildings and staged hunger 
strikes to protest mandatory courses in Rus
sian languages and Communist history. 

The Holy Cross Church in Warsaw, where 
the first Radio Mass was broadcast under the 
agreement, closes each service Sunday with a 
Polish hymn that seems appropriately patri
otic as well as religious. It's entitled "Let 
Poland Be Poland." 

I saw the full scope of the Solidarnosc 
spirit most clearly during a dinner in the 
home of an upscale POlish family. Both hus
band and wife were engineers. She was a 
member of Solidarity and he was a member 
o! the Communist Party who in 1978 had 

even served as ·an adviser to the Republic o! 
Vietnam. Her support !or the Solidarnosc 
cause was based on pragmatic reasons-"! 
hope Solidarnosc will infl.uence supplies on 
the market and the standard o! living." But 
there also were broader desires from the Com
munist member of the movement, bold tall~ 
tn a conversation with a Western journalist. 
The husband joined her to say, "In my opin
ion the government could be more demo
cratic, to promote the general welfare o! the 
people." 

"How will f:olidarnosc be able to live with 
Communism?" I asked. "What wm be the 
result?" 

He was wrestling with his own concept o! 
communism, as Poles have done !or 35 years, 
balancing a socialist government with their 
ooinlons about Christianity. He replied, 
"Jesus Christ was the first communist." I 
suggested that communism was atheistic, to 
whi:!h he replied, "I mean Jesus Christ dis
approved o! any kind o! mistreatment and 
persecution. His principles were the same as 
communism, that everything should be cen
tered on man's good. He wanted to establish 
relationships based on man's equality. That's 
why I say he was communistic." He made it 
clear that Solidarity was not expected to 
overturn communism in exchange for capi
talism, but even as a Communist Party mem
ber he expected a democratization of Polish 
Socialism. 

we ate Polish ham and sausage, spiced 
with ample servings of Polish vodka. The 
meat, our hostess admitted, was obtained 
through diplomatic "connections." We'd call 
it "clout" in Chicago. That, she said, is the 
way many people are getting by-trading 
through friends and "connections." 

During the meal, the lifestyle of the aver
age Pole became the topic o! their concern. 

If someone wants an automatic washer, 
he pays the total price for the privilege o! 
having his name placed on a list o! buyers 
who must walt, for years sometimes, !or the 
next shipment. Young couples routinely live 
for five to six years with their parents until 
they become eligible for housing. It is a prac
tice by many parents to place a child's name 
on the housing list when he enters elemen
tary school, so that when the child nears the 
age of marriage the wait will not be as long. 

All these things, the couple hoped, would 
be helped by Solldarnosc, but realistically 
they smiled, knowing the social movement 
stlll was working from outside the center 
of power. 

Shortly before leaving, our communist host 
said he probably would join Solidarity him
self, to please his wife, but he added, "I think 
we are dealing with the particular character 
of the Polish economy. There have been re
strictions in recent years, import restrictions, 
employment restrictions, and all o! them 
have obstructed the economy. What we need 
is a new a-pproach. There are enterprises 
which reauire many employees. When there 
are restrictions they can't function. That's 
why changes are needed along with a new 
responslblllty on the part of managers." 

On the way to the door, the walls o! their 
children's room in the small apartment could 
be seen covered with posters of such Ameri
can teen-age idols as Leif Garrett, the Bee 
Gees and the Beatles. Western influence 
through television orograms and motion pic
tures has saturated Poland with the taste o! 
a freer life in the West and with how life 
could be. 

It has all contributed to a state o! mind 
that now demands change. 

A HARD ROAD TO SOLIDARITY-BUT WHERE 
WrLL IT END' 

(By Bill Kurtis) 
WARSAw.-The current unrest in Poland 

can be seen with some clarity 1! placed in 
its historical perspective. 

Throughout the 19th century, whlle 
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Poland's partitioned borders changed like 
shifting sands between Prussia, Russia and 
Austria, every generation rose up to claim 
the rights to a free and independent Poland. 

That sovereignty was finally granted by 
treaty, not revolution, in 1919 with the 
Treaty of Versailles, only to be wiped away 
again when the Nazi blitzkreig swept into 
Poland in 1939. Socialism replaced it six years 
later under the repressive hand of Stalin's 
Communist Party leadership. It was a time 
of rebuilding and sacrifice so the next gen
eration of Poles might be better off. 

It was 1956 before the first real protest was 
led by students and workers against the pol
icies of Stalin and Poland won a change of 
government with Wladyslaw Gomulka elected 
to head the United Workers (communist) 
Party. The Stalin era. faded and the next 25 
years was marked by the dates of strikes and 
protests which wrested small victories from 
the Communist regime. 

Student strikes in 1968 achieved greater 
independence for scientists and academi
cians. Gdansk laborers struck the shipyards 
in 1970 to demand a union free from control 
of the Communist Party. They made the mis
take, however, of letting their emotions spill 
into the streets, giving the government cause 
to use force to put down the riots. Nearly 
50 men were killed. Among the strikers was 
a 28-year-old electrician named Lech Walesa 
whose experiences were stored away to form 
the basis of a strategy 10 years later in the 
same shipyards. 

Strikes and protests in 1976 and 1978 all 
brought a modicum of reform but they were 
largely dissipated efforts of dissenters and 
intellectuals unable to unite the large popu
lation to their cause. 

Solidarity can be traced to three concur
rent forces that were developing during the 
'70s. The first was an economy that promised 
hope but failed. 

After the 1970 Gdansk experience, Com
munist Party leader Edward Gierek liberal
ized the Polish government and promised 
economic expansion by turning to the West 
for the funding of industrial growth. The 
United States and Eurouean giants poured 
billions of dollars int o Poland, creating an 
impressive industrial base but one that 
quickly extended beyond its existing tech
nical capacity. 

Poland had planned to repay the huge 
loans by selling its products in Western mar
kets. That became a deep fiaw. Those West
ern markets dried up when infiation and re
cession cut deeply into world economies, in
cluding that of the United States, and the 
quality of Polish goods simply did not meas
ure up to those products already being sold 
in the Western markets. 

In 1975, Poland's economy began to slide 
badly, unable to keep up with the optimistic 
undertaking of the first hal! of the decade. 
Much of Poland's production was taken out 
of internal consumption and exported to 
obtain hard currency t o help repay the huge 
loans. 

Lines begin to form when shortages ap
peared in stores throughout Poland. Housing 
slumped. Imports were restricted. Essential 
items like medicine ran into short supply. 
If the Poles prided themselves on anything 
it was eating well, especially pork, which 
carried them through the harsh winters. 
Eventually, farmers found it unprofitable, or 
they wanted to get a message across to the 
government, to raise pigs. Meat, vegetables, 
tractors, automobiles all seemed to be leaJv
ing the country, making it hard for Poles to 
buy even their own goods produced in Po
land. They were left standing in line for 
what was available. 

It was a severe blow, especially after the 
optimism of the early '70s, which led many 
to believe they could actually challenge Ja
pan in productivity. 

During this period of liberalized relations 

with the West, the highway between Warsaw 
and Chicago was fiowing o_;>enly. Relatives 
visited frequently and the "culture" of the 
West poured into Poland. 

As the economy faltered, so did the Po
lish faith in the Communist leadership. Ru
mors of special favors going to party mem
bers led to charges of government corrup
tion, which fueled a total re;ection of the 
governing ability of the ruling part y and, 
perha;:s more seriously, eroded any faith left 
in the economic policies. 

By the end of the decade, Poland was $23 
billion in debt to Western nations and the 
lines were longer than ever. 

Concurrently, Polish pride was on the up
f mng, destined to peak at the end of the 
dece:i:; !n the proudest moment of its 1,000-
year church history when a Pole tecame pope. 
The significance can't be overestimated. 

Poland is very likely the most devout 
Roman Catholic nation in the World. A full 
90 percent of its population are Catholics and 
75 percent are practicing believers. The 
church had become their shield under com
munism. 

When Karol Wojtyla became pope in 1978, 
it was a confirmation of that deep faith, 
even a. sign that 35 years of growing Catholic
ism under an atheistic system was destined 
for bigger things. Polish pride 8oared. 

When Pope John Paul II visited Poland in 
1979, the country unified in its one faith , 
behind one man. Even Communist Party 
members mixed into the huge turnouts to 
see the pope. 

Although Cardinal Wojtyla had always fol
lowed the lead of his mentor, Cardinal Stefan 
Wyszynski, in preaching peace and internal 
order and moderation in the demands for 
unions and free speech, his message was 
taken by many as a direct challenge to the 
ruling government, a call to action to claim 
human rights of free speech and assembly
unions. 

When the government ended its subsidy of 
the middlemen who sold meat, resulting in 
sharp increases in the prices of ham and 
sausage, the cutoff served as a trigger for the 
action Pope John Paul II seemed to be calling 
for. 

Strikers bolted the gates of the Gdansk 
shipyard, this time staying inside the fac
tories to avoid giving the authorities reason 
to call in force to put the action down. 

By August, 1980, the strike had caught the 
world's imagination as the fight of a small 
band of men, struggling for their human 
rights against the great odds of Poland's pow
erful Communist Party backed up by the 
tanks of the Soviet Union. When 38-year-old 
Lech Walesa climbed the gates to announce 
victory to his fellow strikers, his speech was 
heard around the world. Maybe it was the 
appeal of the underdog winning against a 
Goliath, or perhaps the world sensed a valiant 
stirring in the soft underbelly of communism 
amon~ the workers themselves. 

Walesa was transformed from an out-of
work electrician into a world celebrity, and 
to his Polish constituency he became a hero 
second only to the Pope. 

Solidarity 'had won the right to become a 
union independent of the ruling Communist 
Party. Within three months, 3 million Poles 
had agreed to join its ranks. By January, 
1981, it claimed 10 million members, eclips
ing the 3.5 million Communist Party mem
bers, many of whom had signed up as Soli
dari.ty supporters as well. 

lt was no longer just a union but a social 
movement which for many represented Po
la.nds only hope for reform. Intellectuals 
who could before muster only isolated sup
port joined the spirit of change around the 
unified theme of democratic and economic 
reform. 

Communist Party leader Stanislaw Kania 
charged that Solidamosc had become more 
than a union, it had become a. political op-

position force. Walesa. and others carefully 
denied any political aspirations but they are 
being pushed along by the Spirit of Solidar
nosc, as clear to the Communist Party as it 
is to the people. 

Each day seems .to bring Poland to the 
edge of a cliff from which it has, so far, man
aged to back away. The questions loom daily. 
When will Solidarity go too far? When will 
it be unable to contain the spirit that is 
sweeping Poland? When will the government 
decide to use force, either Polish troops or 
Soviets, to restore order •to Poland? And 
what then? 

Walesa's most difficult problems of control 
may lie in the rural areas where farmers 
have already expressed dissatisfaction with 
a Supreme Court ruling that denied them 
an independent farmers union. Their feel
ings are deep. 

I attended a rally of Rural Solidarity 25 
miles from Warsaw, where 5,000 peasants 
farmers quietly marched behind a red ban
ner from a church to a soccer stadium. 
They sat for two hours in the cold, listening 
to speeches calling for action, listing the 
complaints among the farmers, such as the 
inability to get tractors, parts, jeeps and 
fertilizer, and asking why .the state-owned 
farms could get equipment easily. 

When the rally was over, they marched 
back to mass at the church and sang hymns 
facing the same Rural Solidarity banner 
they had followed to the rally. Again, the 
spirit was here, the close relationship be
tween the moral strength of what is hap
pening in Poland and the peoples force to 
carry it out. It has led many Poles to set 
their minds on the future, oblivious to 
·threats of Soviet intervention, confident in 
their faith and a new Polish spirit--of Soli
darnosc.e 

ORDER FOR THE RECOGNITION OF 
SENATORS BAUCUS AND KEN
NEDY ON TUESDAY, MARCH 10, 
1981 
Mr. STEVENS. Mr. President, I ask 

unanimous consent that Senator BAucus 
and Senator KENNEDY each be recog
nized for a special order not to exceed 15 
minutes on Tuesday, March 10. 

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

ORDER PERMITTING THE INTRO
DUCTION OF BILLS, RESOLU
TIONS, AND STATEMENTS, AND 
AUTHORIZING COMMITTEES TO 
FILE REPORTS UNTIL 3 P.M. TO-
DAY 
Mr. STEVENS. Mr. President, I ask 

unanimous consent that until 3 p.m. to
day Senators be permitted to introduce 
bills, resolutions, and statements, and 
that committees be authorized to file re
ports. 

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. 

RECESS UNTIL 11 A.M. TOMORROW 
Mr. STEVENS. Mr. President, I move, 

in accordance with the provisions of the 
order previously entered, that the Sen-
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ate stan d  in  recess u n til th e h o u r o f 1 1  

a.m . tom orrow . 

T h e  m o tio n  w a s a g re e d  to ; a n d  a t 

1 :1 8  p .m ., th e  S e n a te  re c e sse d  u n til

F riday, M arch 6, 1981, at 11  a.m . 

N O M IN A T IO N S  

E x ecu tiv e  n o m in atio n s receiv ed  b y  

the S enate M arch 5, 1981:

S U P E R IO R  C O U R T  O F  T H E  D IS T R IC T  

O F  C O L U M B IA  

T h e  fo llo w in g -n a m e d  p e rso n  to  b e  a n  A s- 

so c ia te  Ju d g e  o f th e  S u p e rio r C o u rt o f th e  

D istric t o f C o lu m b ia  fo r a  te rm  o f 1 5  y e a rs 

as fo llo w s: 

H e n ry  F . G re e n e , o f th e  D istric t o f C o - 

lu m b ia , v ic e  E d m o n d  T . D a ly , d e c e a se d . 

T h e  fo llo w in g -n a m e d  p e rso n  to  b e  a n  A s-

so c ia te  Ju d g e  o f th e  S u p e rio r C o u rt o f th e

D istrict o f C o lu m b ia fo r a term  o f 1 5  y ears as

fo llo w s:

R ic a rd o  M . U rb in a , o f th e  D istric t o f C o - 

lu m b ia , v ic e  N o rm a  H o llo w a y  Jo h n so n , e le - 

v ated . 

IN  T H E  C O A ST  G U A R D  

T h e  fo llo w in g -n a m e d  lie u te n a n t c o m - 

m a n d e rs o f th e  C o a st G u a rd  R e se rv e  to  b e  

p e rm a n e n t c o m m issio n e d  o ffic e rs  in  th e  

C o a st G u a rd  R e se rv e  in  th e  g ra d e  o f c o m - 

m an d er: 

W allace F . K elley  

Jam es W . K u n k le 

Jo h n  T . S c h u le n b e rg  Ja m e s M . S h a rp e . Jr. 

C arl L . P erry  

D an iel S . W ilsh ire 

A lfred  J. R an k  

G arret W . P o st 

R o b ert P . Z ig as 

L y n n  W . M ey er

R ic h a rd  W . M a ttso n  D o n a ld  E . T u n g a te

W illiam  A . L o rd g e 

V iv ian  J. 

R o b ert G . C h ristian  

G ian ello n i III 

Jam es R . H an lin  

E arl B erg ad in e  

R eg is C . K in g  

L arry  A . K ittn er 

H an s A . S lad e 

C h arles M . S ch u b ert

0 1 1 ie W . M cC lu n g , Jr . R ich ard  H . P lag er

R ich ard  F . H ealin g  C o n rad  A . L au er

S tep h en  M . L ev in e 

P au l F . K ean e

D o u g las W . B ro w n  

D en n is A . L u p h er

S tev en  B . 

Jim m y  D . S te p h e n s

S a tte rth w a ite  

T h o m as J. D o w n s

E d w a rd  H . L e sk a , Jr. B e rn a rd  J. H e lld o rfe r

T h o m as B . R u eb  

E d w ard  H .

G o rd o n  K . S w ain  

B o n ek em p er III

R o b ert B . W o o d  F razer C . H ild er

W illia m  B . A tk in so n  R ic h a rd  F . S a n d e rs

R o n a ld  E . A rb u c k le  G a ry  L . C o u sin s

B ru c e  M . P a tte rso n  M a u ro  M . M a rtin e z

M erlin  E . R u d d  

R o b ert C . C o n n o lly

T h o m a s E . S im s III K e v in  A . M a lo n e

R ich ard  C . M cC o rm ac P h ilip  G . C liffo rd  II

R o y  G . P h elp s, Jr. C lay  M . D rex ler

R o b ert B . R ab o n  R o b ert G . B rig h t

Jam es A . N ied erm ay er R o b ert P . S n iffen

Jack so n  D . In g ram  

E d w ard  L . Z iff

L u k e P . B en so n  

R o n ald  R . R eau m e

A n th o n y  F . F in iz io  

M ich ael J. C accu itto ,

R u ssell T . H eb ert 

Jr.

D arv y  M . C o h an  

F red rick  C . G . S ch eer

R o b e rt W . S ta to n  III F o rre st S . B a u m a n

S am u el R . V o lp en test R ay  A . F ran seen

G a ry  J. F ie ld s 

D o u g las A . H all

E rn est L . S eem an  

D o n ald  E . B erq u ist

L aw ren ce  T . H u b b ard  T eren ce M cC ab e

Jo h n  L . P a u ly  

R o n ald  A . H assell

S a m u e l G . P re iss. Jr. A n th o n y  D . C a stb e rg

W arren  G . A p p ell 

R o b ert M . H o p k in s

G e ra ld  W . B o u rla n d  R o b e rt W . R u m m e ll

B arto n  W . S tein  

F en tress H . M u n d en

W illiam  B . P o w ell 

C h arles W . G o w er

R o b ert L . R ice 

P h ilip  J. G ro ssw eiler

R ich ard  R . S h aw  

M ich ael T . B o h lm an

IN  T H E  A IR  FO R C E

L t. G e n . E v a n  W . R o se n c ra n s, U .S . A ir

F o rce, (ag e 5 4 ) , fo r ap p o in tm en t to  th e g rad e

o f lie u te n a n t g e n e ra l o n  th e  re tire d  list p u r-

su a n t to  th e  p ro v isio n s o f title  1 0 , U n ite d

S tates C o d e, sectio n  8 9 6 2 .

IN  T H E  A IR  FO R C E

T h e fo llo w in g -n am ed  o fficer u n d er th e p ro -

v isio n s o f title 1 0 , U n ited  S tates C o d e, sectio n

8 0 5 6 , to  b e  a ssig n e d  to  a  p o sitio n  o f im p o r-

ta n c e  a n d  re sp o n sib ility  d e sig n a te d  b y  th e

P re sid e n t u n d e r su b se c tio n  

(a) 

o f se c tio n

8 0 6 6 , in  g rad e as fo llo w s:

T o  b e lieu ten a n t g en era l

M aj. G en . L y n w o o d  E . C lark , -

F R , U .S . A ir F o rce.

IN  T H E  N A V Y

T h e  fo llo w in g -n a m e d  o ffic e r o f th e  U .S .

N a v y  fo r p e rm a n e n t p ro m o tio n  to  th e  g ra d e

o f re a r a d m ira l, p u rsu a n t to  title  1 0 , U n ite d

S tates C o d e, sectio n s 5 7 8 0  an d  5 7 9 1 .

T o  b e rea r a d m ira l

R ay m o n d  N . W in k el.

IN  T H E  M A R IN E  C O R PS

T h e fo llo w in g  o fficers o f th e M arin e C o rp s

R e se rv e  fo r a p p o in tm e n t to  th e  g ra d e  o f

b rig a d ie r g e n e ra l u n d e r th e  p ro v isio n s o f

title 1 0 , U n ited  S tates C o d e, sectio n  5 9 0 2 :

C o n stan tin e S an g alis.

W illiam  H . G o ssell.

E xecutive nom inations received  by the

S ecretary  o f th e S en ate M arch  5 , 1 9 8 1 ,

u n d er au th o rity  o f th e o rd er o f th e S en -

ate of M arch 5, 1981:

D E P A R T M E N T  O F  L A B O R

T h o rn e  G . A u c h te r, o f F lo rid a , to  b e  a n

A ssistan t S ecretary  o f L ab o r, v ice E u la  B in g -

h am .

D E PA R T M E N T  O F T R E A SU R Y

A n g e la  M . B u c h a n a n , o f th e  D istric t o f

C o lu m b ia , to  b e  T re a su re r o f th e  U n ite d

S tates, v ice A zie T ay lo r M o rto n , resig n ed .

O FFIC E  O F PE R SO N N E L  M A N A G E M E N T

D o n ald  J. D ev in e, o f M ary lan d , to  b e D irec-

to r o f th e O ffice o f P erso n n el M an ag em en t fo r

a 

term  o f 4  y ears, v ice A lan  K eith  C am p b ell,

resig n ed .
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