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SENATE—Tuesday, April 10, 1984

(Legislative day of Monday, March 26, 1984)

The Senate met at 3 p.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 Rich-
ard C. Halverson, D.D., offered the fol-
lowing prayer:

Let us pray.

Lord God Almighty, the week before
recess is always pressure time, but this
week is unusually crowded. Grant to
our leaders, Senator BAKER and Sena-
tor BYRbD, special wisdom, understand-
ing, and patience as they guide the
Senate through what seems an impos-
sible agenda. Help the Senators as
they work through ponderous issues.
Help hardworking staffs as they sift
and sort and study mountains of data
to give their Senators the essence of
the issues. Give special grace to the
Secretary of the Senate, the Sergeant
at Arms, and their staffs and those
who manage the cloak rooms as they
coordinate activities and help the ma-
chinery of the Senate to run smooth-
ly. Strengthen and bless the editor in
chief, his associates, and those who
record and process debate. Dear Lord,
save the Senate from trivia—let all
that ought to be accomplished be done
decently and in order to the benefit of
the Nation and the satisfaction of all
who labor here. In the name of Him
who never hurried, was never anxious,
and finished His task. Amen.

RECOGNITION OF THE
MAJORITY LEADER

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

AN EXTRAORDINARY CHAPLAIN

Mr. BAKER. Mr. President, I hope
that those who read the REcorp do
not think my statement is too flip or
inappropriate to the opening prayer of
our good Chaplain. He is an extraordi-
nary Chaplain. As I have said on previ-
ous occasions, he has about the only
prayers I ever really listen to because
he always makes them topical and im-
portant and, obviously, we profit from
them. But I did notice today that he
left out the elevator operators.

SENATE ELECTION QUARTERLY
REPORTS DUE APRIL 15, 1984

Mr. BAKER. Mr. President, the Fed-
eral Election Campaign Act, as amend-

ed, requires that the principal cam-
paign committee of each Senate candi-
date seeking election in 1984 must file
a quarterly report by April 15, 1984.
Reports sent by registered or certified
mail must be postmarked no later
than April 15, 1984. Reports hand de-
livered or mailed first class must be re-
ceived no later than the close of busi-
ness April 15, 1984. The Senate Office
of Public Records, the office designat-
ed to receive these reports as custodi-
an for the Federal Election Commis-
sion, will be open from 10 a.m. until 3
p.m., Saturday, April 14, and 11 a.m.
until 3 p.m. Sunday, April 15 for the
purpose of accepting these filings. The
Public Records Office is now located
in suite 232 of the Hart Building. If
further information is needed, please
contact that office directly on 224-
0322.

SENATE SCHEDULE

Mr. BAKER. Mr. President, special
orders have been entered in favor of
eight Senators today. A number of
those Senators have indicated they do
not require the time. I am about to
make a unanimous-consent request
but I will vitiate it if the minority
leader has any problem with it at all.

The reason I am doing what I am
about to do is because there will be a
briefing at 3:30 p.m. today for all Sen-
ators in S-407 on the situation in Cen-
tral America.

Let me repeat: There will be a brief-
ing under the auspices of the Intelli-
gence Committee at 3:30 p.m. in S-407.
It is a classified briefing. It will be con-
ducted by the Intelligence Committee.
William Casey, the Director of Central
Intelligence, will be there to conduct
the briefing. All Members are invited.
It will be for Members, however, and
no staff, except the staff of the Intelli-
gence Committee.

But, in view of that, Mr. President, I
would propose, if the minority leader
does not object, to save the time that
has been allotted to Members who
have now indicated that they have no
need for their special orders, divided
equally between the majority and mi-
nority leaders.

Mr. President, those are these Sena-
tors: Senators KasseBaUM, GRASSLEY,
BipeEN, Baucus, and Leany have indi-
cated they no longer wish special
orders.

I ask unanimous consent that the
time provided for those Senators be al-
located as an addition to the standing
order time in favor of the two leaders.

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

Mr. BAKER. I thank the Chair.

Mr. President, we may not use that
time, but since we are going to be in at
3:30 for a briefing, the chances are we
will either recess then or otherwise
provide a window for all Members to
attend. I do not know how long that
briefing will take. There is no outside
time limit on it. I would estimate
about an hour, but I do not know that.
When we return, of course, we will be
on the bill, and then we will proceed
with the regular order.

Mr. BYRD. Will the majority leader
yield?

Mr. BAKER. Yes.

Mr. BYRD. Mr. President, the ma-
jority leader, I think, had a feeling as
to what my question was going to be.
It was going to be with respect to the
beginning of the debate on the amend-
ment by Mr. KENNEDY, the use of that
30 minutes, and an indication as to
about what time a vote would occur.
As I understand the majority leader
now, he and I have control over some-
thing like 1 hour and 15 minutes.

Mr. BAKER. Yes. It is five special
orders of 15 minutes each, 75 minutes.
And that will be equally divided.

Mr. BYRD. And that will begin at
what time?

Mr. BAKER. There are three Sena-
tors who have special orders they wish
to keep: Senators PROXMIRE, KASTEN,
and ZorINsSKY. So after that, the two
leaders would have an additional
period of time.

Mr. BYRD. That would run until
about 5 p.m., if we did not yield our
time back?

Mr. BAKER. Yes.

Mr, BYRD. So I take it the majority
leader would not expect, in view of the
fact there will be a briefing at 3:30
p.m., he would not expect to vote on
the amendment or in relation to the
amendment by Mr. KeNNEDY before 5
p.m.

Mr. BAKER. I would say that is a
good estimate, yes.

Mr. BYRD. I thank the majority
leader.

Mr. BAKER. I thank the minority
leader.

May I also say, Mr. President, after
the Kennedy amendment is disposed
of one way or the other, there is a
great deal of work to be done on the
tax bill, or the amendment which is
the tax bill. And, depending on the
wishes of the managers—that is, Sena-
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tor DoLE and Senator LoNng—the lead-
ership on this side is willing to ask the
Senate to stay late tonight to accom-
plish as much as possible. I have not
yet talked to Senator DoLe about that
today. On yesterday, he indicated we
might be in as late as midnight.

Mr. DOLE. Midnight.

Mr. BAKER. I am afraid the Sena-
tor from Kansas has just reconfirmed
that unhappy estimate. But Senators
should be on notice of a late evening,
and may run as long as midnight to-
night.

May I explain another reason why
that appears necessary. In addition to
trying to get on with the business at
hand, a number of Senators may be
planning to attend the funeral services
of former Senator CHURCH in Idaho on
Thursday. We may have an absentee
problem of some sort on Thursday.

Senators will not misunderstand, I
am sure, when I say that there is the
possibility of votes on Thursday. But I
would not discourage them from at-
tending the funeral.

Mr. President, let me repeat the situ-
ation on Thursday, which is the day of
the funeral for our late colleague, Sen-
ator Church. It is my understanding
that a number of Senators on both
sides of the aisle may wish to attend
those services in Idaho. And I encour-
age Senators to do that. I understand
fully. And while I cannot attend be-
cause of my duties here, I encourage
other Senators to do so if they wish.
Indeed, I will try to assist them in
their plans for transportation.

But a number of Senators have
asked me whether or not they will be
protected on Thursday against rollcall
votes. As I have indicated to a number
of Senators, it is not possible to do
that. I will do my very best to keep
votes to a minimum and to protect
them as best I can. But we will have
rollcall votes on Thursday, in my opin-
ion.

Once again, I urge Senators to do
what their conscience suggests about
attending that service, but they should
understand there will be a strong like-
lihood of rollcall votes on Thursday
during the course of the day.

Mr. President, I assume that we will
be in session on Friday. I would still
like to see us go out Thursday evening,
but that seems to be a dwindling pros-
pect, given the circumstances. I will
confer with the minority leader about
that later in the day and perhaps I
will have another announcement to
make,

RECOGNITION OF THE
MINORITY LEADER

The PRESIDING OFFICER. Under
the previous order, the minority leader
is recognized.

Mr. BYRD. Mr. President, I yield
back the remainder of my time.
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The PRESIDING OFFICER. The
majority leader.

Mr. BAKER. Mr. President, I yield
back the remainder of my time under
the standing order.

RECOGNITION OF SENATOR
PROXMIRE

The PRESIDING OFFICER. Under
the previous order, the Senator from
Wisconsin. (Mr. PROXMIRE) is recog-
nized for not to exceed 15 minutes.

HOW CAN CITIZENS INFLUENCE
NUCLEAR ARMS POLICY?

Mr. PROXMIRE. Mr. President, for
the past 3 or 4 weeks I have been
giving a series of speeches based on
the challenging questions asked by the
Common Cause Guide to Understand-
ing Nuclear Arms Policy. Today I
come to the final guestion: How Can
Citizens Influence Nuclear Arms
Policy? As Common Cause sees it,
there is no way this country will enter
into negotiations designed to stop the
nuclear arms race unless American
citizens by the millions get involved.
Many of us have had the illusion that
the people of this country have
become deeply involved in protesting
the nuclear arms race. After all, we
have seen numerous town meetings on
the subject throughout the country
register support of a nuclear freeze. In
the past 2 years we have had nine
statewide referenda asserting over-
whelming support for stopping the nu-
clear arms race. We have had scores of
protests against the transportation
and deployment of nuclear weapons.
Also, in spite of the complexity of the
problem, the American people have
hardly been shy or bashful about
speaking up on it. Or have they? The
Common Cause Guide has quite an-
other viewpoint on the issue. They
write:

It is not the magnitude of the problem
that poses the greatest obstacle to its solu-
tion. Rather it is, as General Omar Bradley
wa:‘;ned in 1857, “Our colossal indifference
to it.”

Mr. President, General Bradley was
right then and he is right now. Sure
there has been some concerted public
debate and interest in stopping the nu-
clear arms race. But considering the
enormity of the danger, considering
that the prospect of nuclear war poses
the most terrible threat to the survival
of this Nation that we have ever faced,
the attitute of us Americans can—as
General Bradley rightly said 27 years
ago—be classified as “colossal indiffer-
ence.” Mr. President, think what we
confront here. A nuclear war could
end the life of most Americans in the
most painful agony any of us can
imagine. It would leave our cities
steaming, radioactive heaps of rubble.

It could give us a nuclear winter that
would freeze or starve most survivors.
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Is all this really a believable danger?
The Bulletin of the Atomic Scientists
at the close of 1983 moved the minute
of their doomsday clock that symbol-
izes the immediacy of the threat of
nuclear disaster of 3 minutes to mid-
night. Leslie Gelb the top national se-
curity expert for the New York Times
tells us that within the next 10 to 20
years, onrushing nuclear weapons
technology may completely erase the
nuclear deterrence that has been the
primary force keeping the nuclear
peace for the past 30 years. Our mili-
tary experts tell us that within the
next 17 years unless we find a way to
stop nuclear proliferation 31 nations
will have nuclear arsenals, including
nations run by unstable dictators and
which have been almost constantly at
war.

So, Mr. President, given the devasta-
tion that would insure in nuclear war
and the relentless march in the direc-
tion of nuclear war, American citizens
should be demanding that this Gov-
ernment strive at once to negotiate a
mutual, verifiable, comprehensive end
to the nuclear arms race. And they
should be demanding that we stop pus-
syfooting around with a half hearted,
wimp of a nonproliferation policy.

Has public pressure ever provided a
significant force in moving this coun-
try toward arms control? What does
the record show? The Common Cause
Guide points out that the only two
truly significant nuclear arms control
achievements we have negotiated have
both been achieved only with powerful
and steady public pressure. Both the
limited Test Ban Treaty and the ABM
Treaty came about largely through
vigorous public pressure. The SALT II
Treaty, on the other hand, died at the
hand of public apathy.

So what is the answer? How do citi-
zens achieve the kind of nuclear weap-
ons policy we need if we are to sur-
vive? The answer lies in letters and
phone calls and personal meetings
with elected officials, letters to editors
of newspapers and magazines. And do
not forget radio and television sta-
tions.

Radio stations all over the country
often feature call-in shows. Citizens
can and should call in and call for dis-
cussion of nuclear weapons policy.

Considering the opportunities for
telling Members of Congress and other
public officials how they feel about
the nuclear threat, our citizens have
been extraordinarily reticent. I per-
sonally get back to my State and hit
the main streets, the shopping centers,
the baseball and football games, and
the meetings of labor unions and busi-
ness and farm groups as much as any
Member of the Congress. Rarely,
much too rarely, do I hear comments
or concern expressed about what is
not only far and away the most serious
and threatening problem that con-
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fronts this country, but the problem
that is more serious than all the
others combined. This year to date I
have received about 50,000 letters.
How many of those letters have ex-
pressed concern over the nuclear
threat or have appealed for steps to
stop the nuclear arms race or have
dealt in any other way with nuclear
weapons policy? Answer—out of the
50,000 letters I have received this year
a mere 200, 0.4 percent of the total,
have expressed any concern with nu-
clear war. General Bradley is as right
today as he was in 1957 when he called
our attitude toward this most danger-
ous threat mankind has ever faced, an
attitude of “colossal indifference.”

Mr. President, I could not improve
on the final words of the Common
Cause Guide to Nuclear Weapons
Policy. They conclude:

Ultimately it is the sustained concerted
action of individuals that will commit our
political leaders to navigate and negotiate a
new path to security. We otherwise will
remain imperiled not only by the existence
of nuclear weapons but the persistence of
apathy in the nuclear age. The challenge of
preventing nuclear war demands our partici-
pation, imagination and whole-hearted de-
termination as a people.

Mr. President, I ask unanimous con-
sent that the final chapter of the
Common Cause Guide which gives its
answer to the question, “How Can
Citizens Influence Nuclear Arms
Policy?” be printed at this point in the
RECORD.

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

How CaN CrTizENS INFLUENCE NUCLEAR ARMS
PoLicy?

One of the most striking aspects of nucle-
ar arms policy is the sheer complexity of
the subject. Learning the basic issues—from
military strategy to U.S.-Soviet relations—
can cause one to feel more, rather than less,
intimidiated by the problems of preventing
nuclear war.

Nonetheless, it is not the magnitude of
the problem that poses the greatest obstacle
to its solution. Rather it is, as General
Omar Bradley warned in 1957, our “colossal
indifference” to it.

For more than three decades, most Ameri-
can citizens have avoided the debate over
nuclear arms policy. We have watched nu-
clear weapons grow more numerous and
more deadly over time, we have seen the su-
perpowers come perilously close to confron-
tation, we have witnessed the hands of the
“doomsday clock” move closer to midnight.*
Yet we have remained comfortably on the
sidelines, leaving the management of the
arms race to a closed circle of government
officials, military planners, and scientists.

At last, however, a truly national debate
on nuclear arms policy has begun. The topic
comes up at the dinner table, on the TV
screen, and in just about every magazine

* The “doomsday clock™ appears monthly on the

of 1983, the clock’s hand was moved to 3 minutes to
midnight.
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and newspaper that passes hands. Today,
more citizens than every before are discuss-
ing the threat of nuclear war,

Despite the signs of public interest, some
commentators view this new-found citizen
voice with caution. Writing in the summer
of 1982, the editors of The New York Times
questioned whether citizens are prepared to
g0 “beyond anxiety’ and help frame policies
to reduce the threat of nuclear war. It is a
question we must ask and answer ourselves.

It is easy enough to appreciate the dan-
gers of nuclear war. One has only to read of
the effects of nuclear weapons or the testi-
mony of Hiroshima survivors to understand
the stakes involved.

It is even easy, relatively speaking, to un-
derstand the issues that shape the policy
debate. A wealth of material on arms con-
trol, nuclear strategy, and the military bal-
ance—to name a few topics—is now available
from libraries, government agencies, public
interest organizations, and other sources.

It is harder—at least at first blush—to join
the policy debate and to influence its out-
come. We ask ourselves whether one individ-
ual can make a difference and, if so, where
to begin. Obstacles to public participation in
the nuclear debate surely abound. The com-
plex nature of nuclear arms policy—involv-
ing, as it does, sensitive questions of nation-
al security—confers on the military estab-
lishment a seemingly exclusive right to
chart its course.

Today, however, more and more individ-
uals recognize the limits of military might
in the nuclear age and appreciate the need
for political and diplomatic approaches to
the problem of preventing nuclear war. As
political scientist Seweryn Bialer observes,
“The key to American and Soviet security
lies not with weapon makers but with politi-
cal leaders—in their willingness and ability
to lower the overheated temperature of
Soviet-American confrontation.”

Ultimately, then, individual citizens have
a role to play in the nuclear arms debate,
not as outside intruders in some forbidden
province, but as rightful participants in the
American political process. It is in this ca-
pacity that citizens are empowered to help
our elected leaders shape national policies
on nuclear arms and arms control.

According to some observers, the lack of a
comparable role for Soviet citizens skews
the balance unfairly, creating a sort of
“peace gap” between the United States and
the Soviet Union. To be sure, the Soviet pre-
mier is not besieged with letters from out-
raged citizens demanding that he restrain
their nation’s nuclear weapons program; no
human chains surround Soviet military
bases.

But while it is true that Soviet citizens
cannot make their views known in the same
manner as American citizens, it is also true
that Soviet leaders have strong reasons to
participate in serious negotiations to limit
nuclear arms. The Soviet economy can ill
afford too much defense spending. More im-
portant, Soviet leaders recognize that virtu-
ally every nuclear weapon not in the Soviet
Union is aimed at it.

It is also clear that someone has to lead
the way. With so much at stake, we simply
cannot stand by idly while the arms race
continues unabated. At the end of the
Second World War, the United States
helped rebuild Europe through the Mar-
shall Plan. In a similar spirit, through seri-
ous negotiations, the United States can now
lead the world to reduce the threat of nucle-
ar war. But it will not do so unless its citi-
zens command it to lead the way.
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The power of citizen action is borne out
by the history of arms control since World
War II. “[OIn only two occasions have
limits on U.S. and Soviet forces that were
significant or perceived to be significant
been achieved,” observes Lawrence Weiler,
former Counselor to the U.S. Arms Control
and Disarmament Agency, “and those were
the two times when the public got in-
volved.” He explains:

The two agreements were the Limited
Test Ban and the ABM Treaty. The Test
Ban was achieved because the women of
America got concerned about radioactive
fallout . . . . The ABM debate of 1970 pro-
duced a climate which made it clear to offi-
cials that there would not be public support
for continuing with the Safeguard ABM
program if a viable alternative, the ABM
Treaty, were possible. The reason that these
are the only two instances of significant
arms control is because the momentum of
the arms race and the strength of forces
propelling it forward are too great to be
stopped without public involvement and
pressure.

Indeed, history also has shown that the
absence of public involvement can affect the
prospects for arms control. Citizen pressure
four years ago could have made a difference
in the debate over SALT II Instead, citizen
apathy allowed the U.S., Senate to defer
consideration of the much-needed SALT II
Treaty, which remains unratified today.

How, then, can citizens influence the out-
come of current debate on preventing nucle-
ar war?

The prerequisite for informed political
debate is a concerned citizenry that contin-
ually asks questions. Do we need this pro-
posed weapons program? Does this nuclear
arms policy promote the common good? Is
sufficient progress being made in arms con-
trol negotiations? Such constructive over-
sight provides a useful prod to national
leaders responsible for national security—
the president who fashions our foreign
policy program and ultimately commands
our military forces; the members of Con-
gress who oversee the defense budget proc-
ess and advise the president on arms control
policy. By holding these officials accounta-
ble for their positions on nuclear arms and
arms control, “it reminds them that they
have to earn support. It isn’t theirs simply
by right of place,” observes columnist Flora
Lewis.

The tools available for political action are
plentiful. Each of us can find the means
most comfortable to us as individuals to par-
ticipate in the national dialogue on nuclear
arms policy. We can express our opinions—
and raise our questions—in letters and tele-
phone calls to elected officials, letters to
editors of newspapers and magazines, com-
ments on radio call-in shows, and discus-
sions at public forums on nuclear arms
policy.

There are, moreover, & number of national
organizations for individuals to join as a
focal point for their activity. These organi-
zations—Common Cause is one—bring the
collective weight of their memberships to
bear on political leaders in Washington to
persuade them, quite simply, that the arms
race must end.

Neighborhood groups, religious groups,
professional associations, even a collection
of friends can accomplish much by working
together, particularly during an election
year. They can poll candidates for office re-
garding their views on nuclear arms policy
and publicize candidates’ positions among
the electorate. Indeed, every citizen has in




8528

hand one of the most effective weapons for
political change: the vote.

Citizens also can help by voluntering their
time and effort to aid candidates who are
committed to nuclear arms control. During
a 1982 interview, Representative Edward
Markey (D-MA), a sponsor of the nuclear
freeze resolution, told the New York Times:

Everyone in the House that I've spoken to
recently who has talked to their constitu-
ents about the nuclear arms issue ends up
walking out of the room with 15 or 20 more
volunteers for their campaign next fall.

Citizen action—whatever its form—thus
can send a valuable message to our elected
officials. In the spring of 1983, for example,
the House of Representatives approved a
resolution favoring a bilateral nuclear weap-
ons freeze. The initiative passed in large
part because so many towns, cities, counties
and states passed resolutions of their own
favoring the freeze. Those resolutions got
on the ballot because enough individuals
signed petitions to get them there.

Utimately, it is the sustained, concerted
action of individuals that will commit our
political leaders to navigate and negotiate a
new path to security. We otherwise will
remain imperiled not only by the existence
of nuclear weapons but the persistence of
apathy in the nuclear age. The challenge of
preventing nuclear war demands our partici-
pation, imagination, and whole-hearted de-
termination as a people.

LESSONS IN HISTORY

Mr. PROXMIRE. Mr. President,

April is an important month for Arme-
nians. I have recently read in the Ar-
menian Weekly that in Rhode Island
alone the Armenian community along
with the Armenian National Commit-
tee have planned a series of projects to

commemorate the 69th anniversary of
the 1915 Armenian Genocide by the
Turkish Government.

In addition to rallies, billboards, tele-
vision programs, and proclamations
from the mayor and Governor, a dis-
play will be featured in the Rhode
Island State House rotunda. This ar-
rangement will inform the public of
the genocide of the Armenians and its
serious implications.

American awareness of the horrors
of genocide beyond the Nazi mass ex-
termination of 6 million Jews during
World War II, is not very great. Many
do not even know what the word
“genocide” means. The intentional de-
struction of any national, ethnic,
racial or religious group is not some-
thing to which the world should
remain ignorant.

I commend the Rhode Island Arme-
nians for their efforts to raise aware-
ness to their cause. The devastating
slaughter of 1.5 million Armenians by
the Turks cannot be overlooked. The
United States cannot disregard this
tragic lesson of history.

Unfortunately, this first genocide of
our century has not been the last.
Moreover, it was not until 1948 that
the world finally recognized the need
for an international treaty outlawing
genocide for all times. Worse yet, to
this very day the United States has re-
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fused to ratify this essential human
rights treaty.

Mr. President, I urge my colleagues
to take a hard look at history. The
need for the Genocide Convention is
evident. Let us no longer ignore the
lessons of the past. We must ratify the
Genocide Convention.

RECOGNITION OF SENATOR
KASTEN

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

VOTING PRACTICES IN THE
U.N.—EL SALVADOR

Mr. KEASTEN. Mr. President, today
is my sixth speech on the voting prac-
tices in the United Nations. These
statements to my colleagues are based
on the first annual report prepared by
the Department of State. These re-
ports are required by a Federal law
that I authored in 1983—Public Law
98-151. Last week, in my remarks on
the reaction to events in Grenada by
the United Nations, I cited a very
thoughtful article on the Grenada
matter in relation to international law
by University of Virginia law professor
John Norton Moore. The article is
published in the January 1984 issue of
the American Journal of International
Law.

Criticizing the U.N. General Assem-
bly's rush to judge the joint United
States-OECS action in Grenada as a
flagrant violation of international law,
Professor Moore carefully demonstrat-
ed the legality of the action. More-
over, he warned that “an international
legal double standard is eroding the
foundations of the international legal
order."”

Professor Moore went so far as to
warn that the United Nations may
visit upon itself the fate of the League
of Nations unless it should “abandon
the international double standard and
rigorously apply the great principles
of the U.N. Charter."

The double standard is no more
starkly evident than in the U.N. As-
sembly’s treatment uf human rights in
El Salvador. Through annual resolu-
tions selectively drawing attention to
imperfections in El1 Salvador’s social
and political order, the General As-
sembly contributes to the campaign to
legitimize the Marxist-Leninists who
are seeking to violently overthrow the
legitimate elected Government of El
Salvador.

The U.N. Charter, in its preamble,
affirms:

Faith in fundamental human rights, in
the dignity and worth of the hun:an person,
in the equal rights of men and women and
of nations large and small.

The U.N.'s Universal Declaration on
Human Rights addresses the issue of

April 10, 1984

fundamental human rights in ways
not dissimilar from the Judeo-Chris-
tian ethical tradition or the teachings
of the American Founding Fathers:
Among these are the right to life; to
personal liberty; to immunity from
unjust imprisonment or torture or
other degrading treatment; religious
liberty; and the freedom to exercise
one’s conscience.

As a juridical concept, human rights
are meaningful only insofar as they
are equally applied. To selectively
assail the human rights record of some
governments and not those of others is
to undermine the very concept of
human rights standards. It is for this
reason, incidentally, that the 1961 For-
eign Assistance Act, which provides
for the State Department to furnish
annual country-by-country human
rights reports, mandates that such re-
porting be for all countries and, of
course, on the basis of equal stand-
ards. Selectivity in monitoring human
rights dishonors the very rights it
claims to champion.

The annual U.N. General Assembly
debate and vote on El Salvador is a
crucial instance of the sort of hypoeri-
sy that Professor Moore has warned
may cause the organization to destroy
itself. As the State Department’s
Report to Congress on Voting Prac-
tices in the United Nations shows, last
year, the General Assembly approved
a resolution expressing ‘“‘deepest con-
cern” that “the gravest violations of
human rights are persisting in El Sal-
vador.” The tally was: 84 in favor; 14,
including the United States, opposed;
and 45 abstaining.

Our Government opposed the reso-
lution, in part, because it believed it
was one step in a campaign to delegiti-
mize the lawful, elected Government
of El Salvador. More importantly, the
United States opposed the resolution
because it was so absurdly unbalanced,
and so grossly symptomatic of the new
international double standard.

By this double standard, it is permis-
sible for terrorist, Communist-affili-
ated forces calling themselves national
liberation movements—the PLO and
SWAPO, for instance, and also the
Salvadoran Communists, the FMLN—
to use violence in pursuit of their
aims. But it is impermissible for law-
fully elected governments to defend
themselves against the foreign-spon-
sored subversion.

The General Assembly never consid-
ers, much less votes to approve, resolu-
tions of concern over human rights in
Ethiopia, where Amnesty Internation-
al reported that the Marxist regime
actually had boiled hight school stu-
dents in oil. Indeed, in the often topsy-
turvy moral world of the United Na-
tions, the Ethiopian delegates recently
have accused us of gross violations of
human rights.
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The General Assembly approves no
annual resolution, Mr. President, on
religious persecution, arbitrary arrests,
and arrant denial of national self-de-
termination in the so-called independ-
ent Soviet Socialist Republics which
have their own seats in the United Na-
tions—Byelorussia and the Ukraine—
or of the denial of religious freedoms
in the other states that form the
Soviet bloc.

China is not criticized for forcing
abortions on women 7 months preg-
nant—as is reported in the March
issue of Commentary magazine by
Harvard University population affairs
expert Nick Eberstadt. Pakistan is not
condemned for public floggings. Nor,
or course, is any notice taken when a
democratic state like Argentina begins
a massive and effective human rights
campaign.

There are not United Nations Gener-
al Assembly resolutions expressing
concern about human rights in Viet-
nam or Cambodia, from which hun-
dreds of thousands of refugees have
fled to escape repression, including
campaigns of politically motivated
murder by the Communist state.

The General Assembly has not con-
cerned itself with human rights in
Cuba, or Romania, or Angola, or Nica-
ragua. In short, Mr. President, the
General Assembly has not shown an
interest in examining, much less criti-
cizing or condemning, the behavior of
Communist or pro-Soviet states with
regard to the human rights of their
subjects.

The General Assembly resolution on
El Salvador was solidly supported by
the Soviet Union and the network of
states that regularly vote with it.
About this group, Professor Moore of
the University of Virginia astutely has
observed that:

The Soviet Union, largely isolated in the
United Nations during the immediate post-
war period, has assiduously cultivated a net-
work of client states such as Afghanistan,
Angola, Cuba, Libya, Mozambique, Nicara-
gua, North Korea, South Yemen, Vietnam,
and, until recently, Grenada, as well as its
captive socialist bloc, which are ready to
argue that down is up, or, if need be, up is
down.

But the El Salvador resolution did
not carry on the strength of the Soviet
network alone. Most of our NATO
allies voted for the resolution, while
not one of them joined us in opposing
it. Three NATO members abstained—
the United Kingdom, West Germany,
and Turkey. The tiny number of coun-
tries that joined us in voting “no”
were all from the Americas or Asia,
which is another way of saying that
not a single African country nor a
single European country—East or
West—voted with us.

Why is the double standard em-
braced by so many of our friends? Pro-
fessor Moore writes that there are
many causes for this:

Some benign and some not so benign. It is
natural and healthy that peoples of demo-
cratic countries, and their vigorous free
press and scholarly community, will meet
the use of force—even by their own govern-
ments—with skepticism and debate. In con-
trast, totalitarian countries provide an ap-
pearance of monolithic support and accom-
pany their actions with a squid-like cloud of
disinformation. It is natural that when
social change is needed, people will be at-
tracted to revolutionary rhetoric and may
fail to examine critically the often repres-
sive reality. It is natural for those not yet
threatened by terrorism or subversion to be-
lieve that silence or accommodation will
spare them. It is natural to seek distance
from actions by others—however neces-
sary—that attract controversy. It is but a
subtle step to move from the belief that the
“superpowers must be dealt with evenhan-
dedly” to the belief that their actions are in-
herently similar or that their actions, how-
ever difficult, must be equally condemned.

When I served as a U.S. congression-
al delegate to the 1982 General Assem-
bly of the United Nations, I witnessed
the delegations of many of our strong,
traditional friends take that subtle
step Professor Moore has described.
The overwhelmingly vote by American
friends and foes alike in favor of a res-
olution epitomizing the international
double standard shows that there is a
long twilight struggle ahead if the
United Nations is to be rescued from
self-destruction, and if our own nation-
al interests are not to be damaged by
that organization.

Mr. President, I ask unanimous con-
sent that a table showing those coun-
tries which voted against the U.S. posi-
tion concerning El Salvador and which
are scheduled to receive U.S. foreign
assistance in fiscal year 1985 be print-
ed in the REcorp at the conclusion of
my remarks. This table, in addition to
showing the fiscal year 1985 proposed
foreign assistance levels, also shows
the current-year levels of assistance
and the historic levels of assistance
from 1946 through the fiscal year 1985
proposal.

There being no objection, the table
was ordered to be printed in the
RECORD, as follows:
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" Less than $50,000.

ARGENTINE FINANCIAL BAILOUT

Mr. ZORINSKY. Mr. President, re-
cently the Secretary of the Treasury,
Donald Regan announced that the
United States would participate in
international efforts to assist Argenti-
na in averting financial crisis. Let me
say at the outset that I think it is
laudable that Colombia, Mexico, Ven-
ezuela, and Brazil, despite financial
difficulties of their own, agreed to pro-
vide a short-term bridge loan to Argen-
tina so that it could make long over-
due interest payments on outstanding
loans. Eleven banks also agreed to pro-
vide $100 million in short-term funds
to Argentina. This is only fitting as
the banks are to be the ultimate re-
cipients of these funds, as well as the
root cause of the debt problems which
now confront countries like Argentina.

Now I would like to turn to the role
that the United States will play in this
international bailout scheme. The
United States, we are told, is prepared
to lend $300 million to Argentina so
that it can repay its loan from the
four Latin American countries once
Argentina has agreed to an IMF pro-
gram. The United States will then
swap dollars for pesos using the myste-
rious Exchange Stabilization Fund
(ESF), a fund under the sole discretion
of the Secretary of the Treasury. The
United States will in turn be repaid by
the Government of Argentina from
the IMF loan it receives once the IMF
program becomes operational—any-
where from 30 to 90 days after the
United States makes the loan. Mr.
Regan swears that there will be no
effect on the Federal deficit since this
special fund of his is off budget. Thus
presumably it is his assertion that no
t?;(prat.ryers dollars are involved in this
eliort.
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I certainly believe that it is impor-
tant to assist Argentina as it confronts
its economic difficulties, especially
since the recently elected government
of President Raul Alfonsin is commit-
ted to democracy in Argentina and has
already taken some bold steps to
punish abuses perpetrated by the pre-
vious military regime. However, I do
not think that Secretary Regan should
insult the intelligence of the American
people by pretending that real dollars
are not at stake here. If one reviews
how the ESF came into being one dis-
covers that this so-called off-budget
account was funded with taxpayers
dollars—$2 billion in appropriated
funds. The original purpose of the
fund was to act as a mechanism to sta-
bilize the dollar at a time when fixed
exchange rates were still the order of
the day. Over the years, the ESF has
been used as the vehicle for carrying
out U.S. transactions with the IMF
and other foreign exchange market ac-
tivities. Until 1978, when Congress put
a stop to it, the Secretary of the
Treasury also used the ESF as his own
little slush fund to cover certain ad-
ministrative expenses at Treasury, and
thereby avoid the need to seek addi-
tional appropriations from Congress.

Thus, despite Mr. Regan’s claims to
the contrary, U.S. taxpayer funds will
be utilized to help Argentina. He
should have been more honest about
this. So, too, I question why the pack-
age needed to be so complex. Perhaps
Mr. Regan thought this would confuse
the fact that in the final analysis the
United States is helping to take the
banks off the hook—at least in the
short run. If this is necessary in the
short run to give Argentina breathing
space—so be it. However, ultimately
the banks and debtor countries such
as Argentina are going to have to work
out a longer term solution to the prob-
lems. The banks will have to own up to
the fact that they have been too
greedy in their excessive charges on
loans to these countries, and the coun-
tries will have to concede that they
have attempted to live beyond their
means. Once these things occur, then I
believe a workable agreement can be
developed between the parties in-
volved and the U.S. taxpayer will not
be called upon time and time again to
come to the rescue.

Mr. President, I yield back the re-
mainder of my time and suggest the
absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The bill clerk proceeded to call the
roll.

RECESS SUBJECT TO THE CALL
OF THE CHAIR
Mr. BAKER. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.
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The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. BAKER. Mr. President, as indi-
cated earlier, there is a briefing to be
conducted under the auspices of the
Intelligence Committee in S-407 for
all Senators at 3:30 p.m. In order to
make sure that every Senator has an
opportunity to attend, I ask unani-
mous consent that the Senate now
stand in recess subject to the call of
the Chair.

There being no objection, the
Senate, at 3:31 p.m., recessed subject
to the call of the Chair.

The Senate reassembled at 6:30 p.m.,
when called to order by the Presiding
Officer (Mr. ABDNOR).

MISCELLANEOUS TARIFF,

TRADE, AND CUSTOMS MAT-
TERS

FEDERAL BOAT SAFETY ACT AMENDMENT

The PRESIDING OFFICER. The
majority leader.

Mr. BAKER. Mr, President, if I
could have the attention of Senators,
it is now 6:30 in the evening. First, I
must apologize to all Members for
delay in the regular proceedings of the
Senate, but I think it was worthwhile.
I hope so.

It will come as no surprise to Mem-
bers to know that there is a great deal
of controversy swirling about the Ken-
nedy amendment and the general situ-
ation in Central America, to say noth-
ing of the complications we will en-
counter when we finally get down to
the business at hand, which is the tax
bill as an amendment to the boat bill.

Mr. President, I have a unanimous-
consent request that I would like to
pose which I hope will cut the time
and let us proceed, not only with the
disposition of the Kennedy amend-
ment and both its divisions, but also
permit us to get on with the business
at hand, which I know the Senator
from Kansas and the Senator from
Louisiana are very anxious to do.

I have described this to the minority
leader and the distinguished Senator
from Massachusetts, and I have dis-
cussed it, of course, with Members on
this side. Let me put the request at
this time.

UNANIMOUS-CONSENT AGREEMENT

Mr. President, I ask unanimous con-
sent that the order of yesterday pro-
viding 30 minutes of debate and the
recognition of the majority leader for
the purpose of making a tabling
motion or motions be vitiated.

I further ask unanimous consent
that no tabling motion be in order
against division 1 of the Kennedy
amendment.

I ask unanimous consent, Mr. Presi-
dent, that a vote occur up or down on
the Kennedy amendment immediate-

ly.
I ask unanimous consent that after
the vote on the first division of the
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Kennedy amendment that the second
division be withdrawn.

I further ask unanimous consent
that no other Central America amend-
ment be in order to this bill.

The PRESIDING OFFICER. The
Senator from Massachusetts.

Mr. KENNEDY. Mr. President, re-
serving the right to object, first of all I
want to express my appreciation both
to the majority leader and the minori-
ty leader for hopefully getting us to a
point where we will be able to vote up
or down on the merits of this particu-
lar amendment, which is the amend-
ment dealing with the mining in Nica-
Tragua.

I would like to address my inquiry to
the majority leader with regard to the
latter part of his unanimous-consent
request. That is with regards to pro-
hibiting further amendments to this
legislation on the subject of Central
America.

I have no other amendments at this
time. I would hope that the Senate
would have an opportunity to act on
the fundamental bill at hand. Realisti-
cally, I think it is probably unlikely
that we will complete this legislation
this week, because we get into the situ-
ation of the Easter recess. Then we
will come back and be on this measure
again. We have seen over a period of
really recent days where there have
been developments in Central America
which need the attention of this body
in addressing those issues and those
questions.

I certainly welcome the first aspect
of the unanimous-consent agreement,
but I would like to find out or get
some assurance from the majority
leader that we would not be precluded
from discussing or debating or even at
least some form of action on Central
America for what may very well be a
period of time which includes the next
2 or 3 weeks, given what has happened
over the period of the past days. I am
wondering if the leader will address
that particular concern.

Mr. BAKER. Mr. President, I will be
happy to. I discussed this matter with
the distinguished Senator from Massa-
chusetts and the minority leader just
before I made the request, so I antici-
pated his query to me. I thank him for
letting me know in advance his con-
cern.

Mr. President, first, let me say that I
have no desire to hogtie the Senate
and prevent it from addressing the
question of the Senator if, when we
return fron. the Easter recess, it ap-
pears there are circumstances that
warrant that. Indeed, I would insist
that the Senate have that opportuni-
ty. What I would propose, Mr. Presi-
dent, and what I would assure the Sen-
ator from Massachusetts of, is this:
When we return, if there are new de-
velopments in Central America or de-
velopments which come to our atten-
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tion after our return that appear to be
of such a nature that they require
urgent attention of the Senate, I will
consult with the distinguished chair-
man of the Intelligence Committee,
Senator GOLDWATER, with the Senator
from Massachusetts and with the mi-
nority leader. If there appears to that
group that there is a matter of urgent
importance that we should address,
notwithstanding we have not finished
the boat bill, I assure the Senator
from Massachusetts I will find a way
to do that perhaps by moving off this
bill temporarily and on to another bill
that would carry our deliberations in
that respect.

I give my assurance to the Senator
that I am willing to do that. I do not
make that assurance as an idle ges-
ture, but rather in good faith because
I understand and I appreciate his con-
cern for locking out Senate consider-
ation of any other matter in the
future if circumstances warrant.

Mr. KENNEDY. Mr. President, the
majority leader’s word has been his
bond. That kind of assurance from the
majority leader would certainly, I
think, respond to my concerns. I
cannot speak for other Members of
the Senate who debated this issue at
very great length and with very
considerable concern. But I think that
the assurance which has just been
given by the majority leader to the
Members of this body, and I would
think that means something to the
Members of the body because I know
this matter of Central America is of
great concern not only to Members on
our own side, but Members on the
side of the majority leader, I would
say that that would resolve my own
particular concerns. I cannot speak for
others.

With understanding, I wonder if it
would be appropriate for me to inquire
how the majority leader would expect
to vote on this particular amendment?

Mr. BAKER. After the agreement is
entered into, I will vote for the amend-
ment.

Mr. EENNEDY. I would appreciate
an early decision. I thank the majority
leader and the minority leader for
their cooperation.

Mr. BYRD. Mr. President, I person-
ally have no objection to this agree-
ment. The chief author of the amend-
ment has indicated that the agree-
ment is all right with him. I have no
problem with it. I would, however,
have to run our hotline on the request
before I could finally agree to it.

The majority leader has indicated
that his side had a meeting and has in-
dicated the outcome of that meeting. I
have not had a chance to run this pro-
posal by any Members on our side of
the aisle. I owe them that obligation. I
would suggest that the majority leader
put in a quorum call and give us, say, 5
minutes to run the hotline. Once we
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have done that, I will be back to him
and report to him.

Mr. BAKER. I will be happy to do
that.

Mr. HELMS. Mr. President, reserv-
ing the right to object and I shall not
object, just to be sure that there is
nothing misunderstood, it is that there
would be a vote on the first half of the
Kennedy amendment and that the
second half will be withdrawn.

Mr. BAKER. That is correct.

Mr. HELMS. And that there will be
no further amendments in order relat-
ing to Central America on this bill.

Mr. BAKER. That is correct.

Mr. HELMS. And the Senator be-
lieves that in a short while, there will
be a vote?

Mr. BAKER. Yes, Mr. President, I
do believe that.

Mr. HELMS. Mr, President, we
should begin with a general caveat
that it does not advance the U.S. na-
tional interest at any time to talk
about specific covert actions, even if
they are successful. There are those
who may have the opinion that covert
actions in and of themselves are
unwise. I do not take that position. I
feel that the President of the United
States has the constitutional author-
ity to conduct our foreign policy. The
use of covert actions is a classic tool of
foreign policy. When we elect a Presi-
dent, we elect him to use his judgment
in the employment of that tool.

We should also begin with the gener-
al assumption that the United States
should not, as a general rule, accept
the jurisdiction of the World Court in
matters of our national security. The
sovereignty of the United States
should remain paramount in our con-
siderations.

Mr. President, if we surrender juris-
diction to the World Court in some-
thing that the President judges will
impact on our national security, then
we would be surrendering our sover-
eignty. It is all very nice to speak of
the “rule of law”; but the rule of law is
an ideal that is seldom met in a world
of conflicting cultures, traditions, and
ideologies. We must not put our own
paramount national interests in jeop-
ardy by submitting to the judgment of
an international court. In the long
run, the most fundamental right of a
nation is the right to protect its securi-
ty.

All this having been said, we should
also take a look at the substance of
the controversy. If the covert actions
which the press says have been taken
have actually been taken, then I could
easily understand the considerations
which might have led the President to
make the judgment to implement
them. The country of Nicaragua has
become a vast storehouse for arms
threatening the national security of
the region, including our own security.
It has become the Libya of the Carib-
bean, a forward base for the logistics
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of supplying revolutionary movements
in the Western Hemisphere.

The prime providers of those arms
are the Soviet Union and Cuba. Those
arms are a present danger to Costa
Rica and Honduras. They are the
proximate danger to the free elections
in El Salvador. The Subcommittee on
Western Hemisphere Affairs recently
heard testimony from Dr. Fred Ikle,
the Under Secretary of Defense for
Policy. Dr. Ikle said:

A year ago, I reported to this Committee
that in 1981 the Soviets had delivered 63,000
tons of arms to Cuba, the highest yearly
total since 1962. Today I must report to you
that the Soviet deliveries have increased
further, to 68,000 tons in 1982—about one
billion dollars worth of military assistance.

Mr. President, those deliveries to
Cuba indicate the growing presence of
Soviet military arms in the region. We
also know that those arms are being
shipped from Cuba to Nicaragua, as
well as directly from other Soviet bloc
ports on Soviet vessels. Nicaragua has
admitted to having increased the
number of military and security forces
to 138,000. This includes 39 percent of
all the males over 18.

According to a Sandinista official,
the first training class of 30 pilots—
part of about 70 Nicaraguans training
in Bulgaria—was due to complete its
training in December 1983. Mean-
while, improvements have continued
on existing landing strips in Nicaragua
to allow them to accommodate modern
jet aircraft. There are presently 36
new military bases and garrisons in
Nicaragua now under construction or
completed.

Approximately 50 Soviet tanks have
been introduced into Nicaragua,
enough to form a second battalion.
Nicaragua has received about 1,000
East German trucks, 100 antiaircraft
guns, and three brigades of Soviet ar-
tillery that can achieve ranges over 27
kilometers. Nicaragua has also ob-
tained additional assault helicopters
and transport aircraft to improve their
mobility.

Mr. President, this and similar
equipment is coming directly from
Soviet bloc ports to Nicaraguan ports.
It seems to me to be an entirely pru-
dent and responsible action to take ap-
propriate steps to stop such ship-
ments. Such considerations could well
have led to a decision to mine the
ports receiving the military equip-
ment.

Those who object to such policies
should be prepared to take responsibil-
ity for the alternative—the collapse of
neighboring countries into Marxist-
Leninist hands. Nicaraguan freedom
fighters have irresistible reasons for
doing everything in their power to see
that their country does not fall irre-
versibly into the hands of a totalitar-
ian power which considers Castro,
Stalin, Lenin, and Marx as a suitable
successor to the imperfect political
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tradition and the ardently Christian
culture of Nicaragua.

We owe at least the same to our
allies in Guatemala, Honduras, and El
Salvador. Whoever is dropping mines
into the waters around Nicaraguan
ports, wherever they are from, are
working for the best interests of the
Nicaraguan people, and of all the
people of the region. Whatever role, if
any, may have been played by U.S. of-
ficials should not blind us to the fun-
damental truth. What we should do is
applaud.

We should not and must not do any-
thing which will concede anything of
our national sovereignty to any inter-
national body, or to any group of jour-
nalists, or to “international opinion,”
or to the “international community,”
whatever that is. A policy which ap-
peals to the rule of law to destroy the
basis for a rule of law—that is to say,
the fundamental freedoms of people
everywhere—can have no part in our
thinking. We cannot stand idly by and
wait until the military buildup be-
comes irresistible.

Mr. MOYNIHAN. Mr. President,
may I simply make a brief statement
for the information of the Senate with
respect to the second section of the
amendment of the Senator from Mas-
sachusetts? It holds that “The United
States shall immediately withdraw the
modification submitted on April 6,
1984, to the jurisdiction of the Inter-
national Court of Justice over the
United States with respect to disputes
with any Central American state or
arising out of or related to events in
Central America."”

May I inform the Senate, as I am
sure many learned Members know,
that the United States does not have
the right under our original agree-
ment with the Court to make the pro-
posal which the Secretary of State did
make on Friday to the Secretary Gen-
eral of the United Nations. The ratifi-
cation which the Senate agreed to,
stated by President Truman, indicated
the four areas in which we would
submit to jurisdiction, then concluded:

Provided further, That this declaration
shall remain in force for a period of five
years and thereafter until the expiration of
six months after notice may be given to ter-
minate this declaration.

Mr. President, by our own previous
agreement, we do not have the right
simply to declare that we will no
longer accept that jurisdiction. As a
matter of fact, in the report of the
Committee on Foreign Relations pre-
sented to this body on August 2, 19486,
it was specifically noted:

The provision for 6 months’ notice of ter-
mination after the 5-year period has the
effect of a renunciation of any intention to
withdraw our obligation in the face of a

threatened legal proceeding.

Mr. President, how it could come to
pass that the Department of State
would not know what were the agree-
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ments which th: United States has
made, what the commitments are that
it has made, and what is the legislative
history explicit of those agreements is
a matter of wonder to this Senator in
all events.

Mr. President, I ask unanimous con-
sent that I may have printed in the
REcorp at this point the declaration of
the United States accepting the com-
pulsory jurisdiction of the court with
respect to other nations who did the
same with respect to certain specific
subjects, and also the report of the
Committee on Foreign Relations
which provides the specific legislative
history behind the provision that re-
quires 6 months’ notice before any
such exclusion can take place.

There being no objection, the mate-
rial was ordered to be printed in the
REcorbp, as follows:

DECLARATION

I, Harry S. Truman, President of the
United States of America, declare on behalf
of the United States of America, under Arti-
cle 36, paragraph 2, of the Statute of the
International Court of Justice, and in ac-
cordance with the Resolution of 2 August
1946 of the Senate of the United States of
America (two-thirds of the Senators present
concurring therein), that the United States
of America recognizes as compulsory ipso
Jacto and without special agreement, in re-
lation to any other State accepting the same
obligation, the jurisdiction of the Interna-
tional Court of Justice in all legal disputes
hereafter arising concerning—

fa) the interpretation of a treaty;

fb) any question of international law;

fc) the existence of any fact which, if es-
tablished, would constitute a breach of an
international obligation;

fd) the nature or extent of the reparation
to be made for the breach of an internation-
al obligation;

Provided, that this declaration shall not
apply to—

fa) disputes the solution of which the par-
ties shall entrust to other tribunals by
virtue of agreements already in existence or
which may be concluded in the future; or

b/ disputes with regard to matters which
are essentially within the domestic jurisdic-
tion of the United States of America as de-
termined by the United States of America;
or

fc) disputes arising under a multilateral
treaty, unless (1) all parties to the treaty af-
fected by the decision are also parties to the
case before the Court, or (2) the United
States of America specially agrees to juris-
diction; and

Provided further, that this declaration

" shall remain in force for a period of five

years and thereafter until the expiration of
six months after notice may be given to ter-
minate this declaration.

Done at Washington this fourteenth day
of August 19486.

(Signed) HARRY S. TRUMAN.
REPORT OF COMMITTEE ON FOREIGN
RELATIONS

The Committee on Foreign Relations, to
whom was referred the resolution (S. Res.
196) providing that the Senate advise and
consent to the deposit by the President of
the United States with the Secretary Gener-
al of the United Nations of a declaration
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under paragraph 2 of article 36 of the Stat-
ute of the International Court of Justice
recognizing as compulsory ipso facto and
without special agreement. In relation to
any other State accepting the same obliga-
tion, the jurisdiction of the International
Court of Justice in certain categories of
legal disputes hereafter arising, hereby
report the same to the Senate, with an
amendment with the recommendation that
the resolution do pass as amended.

A. TEXT OF RESOLUTION

Following is the text of the resolution, as
amended by the committee:

“Resolved (two-thirds of the Senatlors
present concurring therein), That the
Senate advise and consent to the deposit by
the President of the United States with the
Secretary General of the United Nations of
a declaration under paragraph 2 of article
36 of the Statute of the International Court
of Justice recognizing as compulsory ipso
facto and without special agreement, in re-
lation to any other state accepting the same
obligation, the jurisdiction of the Interna-
tional Court of Justice in all legal disputes
hereafter arising concerning—

“a. the intepretation of a treaty;

“b. any question of international law;

“c. the existence of any fact which, if es-
tablished, would constitute a breach of an
international obligation;

“d. the nature or extent of the reparation
to be made for the breach of an internation-
al obligation.

Provided, That such declaration should not
apply to—

“a. disputes the solution of which the par-
ties shall entrust to other tribunals by
virtue of agreements already in existence or
which may be concluded in the future; or

“b. disputes with regard to matters which
are essentially within the domestic jurisdic-
tion of the United States.

provided further, That such declaration
should remain in force for a period of 5
years and thereafter until the expiration of
6 months after notice may be given to termi-
nate the declaration.”

B. HEARINGS OF THE SUBCOMMITTEE

On November 28, 1945, Mr. MoRsE submit-
ted Senate Resolution 196 for himself, Mr.
Tarr, Mr. GREEN, Mr. FULBRIGHT, MTr.
SurTH, Mr. FERGUSON, Mr. AIKEN, Mr. BaLL,
Mr. CorpoN, Mr. WiLey, Mr. ToBey, Mr.
MacNuson, Mr. JornsToN of South Caroli-
na, Mr. MyEers, and Mr. McMaHON. The res-
olution was referred to the Committee on
Foreign Relations. On June 12, 1946, Chair-
man CoNNALLY appointed a subcommittee
consisting of Senator THomMAs (Utah) as
chairman, Senator HatcH and Senator
AvUSTIN to hear witnesses on the resolution
and to recommend any amendments that
might seem appropriate.

The subcommittee held hearings on July
11, 12, and 15, with Senator Morse, Dean
Acheson (Acting Secretary of State), and
Charles Fahy (legal adviser of the Depart-
ment of State) appearing and a number of
other witnesses testifying on behalf of im-
portant private organizations. Outstanding
jurists and international lawyers also sub-
mitted statements for the record. Witnesses
appeared or statements were submitted
from the following organizations:

American Bar Association.

American Society of International Law.

American Association of University
Women.

General Federation of Women's Clubs.

Young Women's Christian Association.




April 10, 1984

Americans United for World Government.

Friends Committee on National Legisla-
tion.

National League of Women Voters.

Federal Bar Association.

Women’s Action Committee for Lasting
Peace.

Federal Council of the Churches of Christ
in America.

Catholic Association for International
Peace.

Pennsylvania Bar Association.

National Council of Jewish Women.

National Education Association.

€. OVERWHELMING PUBLIC SUPPORT

The subcommittee was impressed by the
fact that all the witnesses who appeared
were enthusiastically in favor of the accept-
ance on the part of the United States of the
jurisdiction of the International Court of
Justice with respect to legal disputes. The
general feeling seemed to be that such a
step taken now by the United States would
be the natural and logical sequel to our
entry into the United Nations. Twelve
months’ consideration since the signing of
the Charter has strengthened the convie-
tion that this action would immediately in-
crease faith in the efficacy of the United
Nations to promote order and peace.

This relative unanimity of American
public opinion was demonstrated on Decem-
ber 18, 1945, when the house of delegates of
the American Bar Association, without a
dissenting vote, passed a resolution urging
the President and the Senate to take appro-
priate action at the earliest practicable time
to accept the compulsory jurisdiction of the
court. The American Society of Internation-
al Law, on April 27, 1946, likewise adopted a
favorable resolution by a unanimous vote.
Many other national organizations, with
large memberships, including the American
Association of University Women, the Gen-
eral Federation of Women's Clubs, the Fed-
eral Bar Association, the Inter-American
Bar Association, the Federal Council of
Churches, the National League of Women
Voters, the American Veterans Committee,
the National Education Association, the Na-
tional Council of Catholic Women, and the
American Association for the United Na-
tions, have similarly endorsed the proposal.

D. FAVORABLE ACTION EY FOREIGN RELATIONS

COMMITTEE

On July 17 and 24 the subcommittee re-
ported its findings to the Senate Foreign
Relations Committee. After a discussion of
the legal and constitutional issues involved
(see secs. G and J below) the committee re-
ported the resolution to the Senate for fa-
vorable action. The vote, which was taken
on July 24, was unanimous.

E. PURPOSE OF THE RESOLUTION

The immediate purpose of the resolution
is to authorize the President to file with the
Secretary General of the United Nations a
declaration accepting the compulsory juris-
diction of the International Court of Justice
over certain categories of legal disputes aris-
ing between the United States and any
other nation which has accepted the same
obligation. The United States would acquire
the right and duty to sue or be sued in re-
spect to such other States and would give
the Court the power to decide whether the
case properly falls within the terms of the
agreement.

The ultimate purpose of the resolution is
to lead to general world-wide acceptance of
the jurisdiction of the International Court
of Justice in legal cases. The accomplish-
ment of this result would, in a substantial
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sense, place international relations on a
legal basis, in contrast to the present situa-
tion, in which states may be their own judge
of the law.

The United States has now become a
member of the Court, but membership in
itself means comparatively little. It is true
that States can agree to submit specified
cases to the Court, but they have always
been able to settle their disputes by arbitra-
tion, assuming they could agree to do so0. So
long as individual members can refuse to be
hailed into the Court a regime of law in the
international community will never be real-
ized. The most important attribute of this
or any other court is to hear and decide
cases. For this function it must have juris-
diction of the parties and the subject
matter.

F. OBLIGATIONS UNDER THE CHARTER OF THE
UNITED NATIONS

The undertaking of this obligation by
members of the United Nations is a logical
fulfillment of obligations already expressed
in the Charter. The preamble expresses the
determination of the peoples of the United
Nations—

“To estalish conditions under which jus-
tice and respect for the obligations arising
from treaties and other sources of interna-
tional law can be maintained,” and to this
end “to insure, by the acceptance of princi-
ples and the institution of methods, that
armed force shall not be used, save in the
common interest.”

Among the purposes of the United Na-
tions set forth in article 1 is—

“To bring about by peaceful means, and in
conformity with the principles of justice
and international law, adjustment or settle-
ment of international disputes or situations
which might lead to a breach of the peace.”

One of the principles of the Organization
as set forth in article 2 is that—

“All members shall settle their interna-
tional disputes by peaceful means in such a
manner that international peace and securi-
ty, and justice, are not endangered.”

Article 36, paragraph 3, of the Charter
provides that the Security Council should
“take into consideration that legal disputes
should as a general rule be referred by the
parties to the International Court of Justice
in accordance with the provisions of the
statute of the Court.”

In addition, by virtue of the general right
of states to bring disputes before the Securi-
ty Council, any state is liable to have its po-
litical disputes brought before the Council
without its consent and to be subject to
such moral obligation as attaches to a rec-
ommendation of the Council (arts, 36 and 37
of the charter). It is incongruous that such
rights and obligations should exist with re-
spect to political disputes but that there
should be no similar obligation for the mem-
bers of the United Nations to submit their
legal disputes to adjudication.

G. JURISDICTION CONFERRED, DEFINED, AND
LIMITED

The scope of the jurisdiction to be con-
ferred pursuant to this resolution is careful-
ly defined and limited.

There is, in the first place, a general limi-
tation of jurisdiction to legal disputes. The
resolution, like article 36, paragraph 2, of
the Court statute, states this limitation in
general terms and proceeds to define the
four categories of disputes thus included.
These are:

a. the Interpretation of a treaty;

b. any question of international law;
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c. the existence of any fact which, if estab-
lished, would constitute a breach of an
international obligation;

d. the nature or extent of the reparation
to be made for the breach of an internation-
al obligation.

A second major limitation on the jurisdic-
tions conferred arises from the condition on
autocracy. This is again specified in the res-
olution in the language of the statute, the
pertinent phrase being as follows: “recogniz-
ing * * * in relation to any other state ac-
cepting the same obligation, the jurisdiction
of the International Court of Justice.”

Jurisdiction is thus conferred only as
among states filing declarations. In addi-
tion, the similar phrase in the Statute of
the Permanent Court of International Jus-
tice was interpreted by the Court as mean-
ing that any limitation imposed by a state in
its grant of jurisdiction thereby also became
available to any other state with which it
might become involved in proceedings, even
though the second state had not specifically
imposed the limitation. Thus, for example,
if the United States limited its grant of ju-
risdiction to cases ‘“hereafter arising,” this
country would be unable to institute pro-
ceedings regarding earlier disputes, even
though the defendant state might not have
interposed this reservation.

A third limitation specified in the resolu-
tion is that the United States should bind
itself only as to disputes arising in the
future. The United States may not, there-
fore, be confronted with old controversies as
a result of filing the proposed declaration.

A fourth limitation provides that the pro-
posed action shall not impede the parties to
a dispute from entrusting its solution to
some other tribunal if they so agree. The
same provision is found in the Charter of
the United Nations, article 95.

The fifth limitation is that the proposed
declaration shall not apply to matters which
are essentially within the domestic jursidie-
tion of the United States. A provision simi-
lar in principle is found in article 2, para-
graph 7, of the Charter, providing that
nothing in the Charter shall authorize the
organization to intervene in essentially do-
mestic matters. The committee feels that
the principle is also implicit in the nature of
international law, which, under article 38,
paragraph 1, of the statute, it is the duty of
the Court to apply. International law is, by
definition, the body of rights and duties
governing states in their relations with each
other and does not, therefore, concern itself
with matters of domestic jurisdiction. The
question of what is properly a matter of
international law is, in case of dispute, ap-
propriate for decision by the Court itself,
since, if it were left to the decision of each
individual state, it would be possible to with-
hold any case from adjudication on the plea
that it is a matter of domestic jurisdiction.
It is plainly the intention of the statute
that such questions should be decided by
tkix: Court, since article 36, paragraph 6, pro-
vides:

“In the event of a dispute as to whether
the court has jurisdiction, the matter shall
be settled by the decision of the Court.”

It was also brought to the attention of the
subcommittee that a number of states, in
filing declarations under the statute of the
Permanent Court of International Justice,
interposed reservations similar to that of
the resolution under consideration, but in
no case did they reserve to themselves the
right of decision. The committee therefore
decided that a reservation of the right of de-
cision as to what are matters essentially
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within domestic jurisdiction would tend to
defeat the purposes which it is hoped to
achieve by means of the proposed declara-
tion as well as the purpose of article 36,
paragraphs 2 and 6, of the statute of the
Court.

The resolution provides that the declara-
tion should remain in force for a2 period of 5
years and thereafter until 6 months follow-
ing notice of termination. The declaration
might, therefore, remain in force indefinite-
1¥. The provision for 6 months' notice of ter-
mination after the 5-year period has the
effect of a renunciation of any intention to
withdraw our obligation in the face of a
threatened legal proceeding.

Hon. John Foster Dulles, adviser to the
State Department in relation to the Dum-
barton Oaks proposals and adviser to the
United States delegation to the United Na-
tions Conference on International Organiza-
tion, which drafted the Charter and the
statute of the Court, filed a memorandum
with the subcommittee favoring agreement
by the United States to submit to impartial
adjudication its legal controversies He
pointed out that failure to take that step
would be interpreted as an election on our
part to rely on power rather than on reason.

Mr. Dulles advocated that the United
States ought now to make the declaration
submitting this country to the jurisdiction
of the Court acco-ding to article 36{2) of the
Court statute. He suggested, however, clari-
fication of certain matters in the declara-
tion to wit:

“1. Advisory opinions: The compulsory ju-
risdiction should presumably be limited to
disputes which are actual cases between
states as distinct from disputes in which ad-
visory opinions may be sought.”

On this point the committee view is that
the jurisdiction to be accepted pursuant to
Senate Resolution 196 is coextensive with
the jurisdiction defined in article 36(2) of
the Statute of the Court, which is limited to
legal disputes as distinct from the broader
category of cases referred to elsewhere in
the statute.

With respect to Mr. Dulles’ suggestion,
Hon. Charles Fahy, legal adviser of the
State Department, made the following
reply:

“The declaration under article 36 (2)
would grant jurisdiction in ‘all legal dis-
putes,” as therein described. But the juris-
diction of the court (art. 36 (1)) extends to
‘cases which the parties refer to it’ and “all
matters especially provided for in the Char-
ter of the United Nations or the treaties and
conventions in force.” Thus the Court’s pos-
sible jurisdiction is broader than the juris-
diction conferred by a declaration under ar-
ticle 36 (2). The provisions of article 36 (2)
are limited to ‘legal disputes." This compul-
sory Jjurisdiction eclearly excludes cases
which are not legal disputes, such as a case
to be decided ex acquo et bono under article
38 (2) if the parties separately so agree.
Such agreement, of course, would be over
and above any jurisdiction accepted by the
proposed declaration under article 36 (2).
The only jurisdiction of the Court with re-
spect to advisory opinions (art. 65)isastoa
legal question on request of whatever body
may be authorized to make such & reguest
under the Charter. It is entirely apart from

“2. Reciprocity: Jurisdiction should be
complusory only when all of the other par-
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ties to the dispute, have previously accepted
the compulsory jurisdiction of the Court.

The committee considered that article 59
of the Court statute removed all cause for
doubt by providing:

“The decision of the Court has no binding
force except between the parties and in re-
spect of that particular case.

If the United States would perfer to deny
jurisdiction without special agreement in
disputes among several states, some of
which have not declared to be bound, article
36 (3) permits it to make its declaration con-
ditional as to the reciprocity of several or
certain states.

Mr. Dulles’ objection might possibly be
provided for by another subsection in the
first proviso of the resolution, on page 2,
after line 14, reading:

“¢. Disputes arising under a multilateral
treaty, unless (1} all parties to the treaty af-
fected by the decision are also parties to the
case before the Court, or (2) the United
States specially agrees to jurisdiction.

“3. International law: If the basic law of
the case is not found in an existing treaty o=
convention, to which the United States is a
party, there should be a prior agreement as
to what are the applicable principles of
international law.

The committee considered both the policy
and the parliamentary problems this sug-
gestion raises and decided to leave Senate
Resolution 196 unchanged as to this point,
for the following reasons:

Article 92 provides:

“The International Court of Justice shali
be the principal judicial organ of the United
Nations. It shall function in accordance
with the annexed statute, which is based
upon the Statute of the Permanent Court
of International Justice and forms an inte-
gral part of the present Charter."”

The Charter cannot be amended by =
mere declaration of some of the states par-
ties to the present statute. What a state
may do is imited by article 36 (3

“The declarations referred to above may
be made unconditionally or on condition of
reciprocity on the part of several or certain
states, or for a certain time.”

This does not permit a state to condition
submission wupon different principles of
international law than those which article
38 commands to be used, thus:

*“1. The Court, whose function is to decide
in accordance with international law such
disputes as are submitted to it, shall apply:

“a. international conventions, whether
general or particular, establishing rules ex-
pressly recognized by the contesting states;

“b. international custom, as evidence of a
general practice accepted as law,

“¢. the general principles of law recog-
nized by civilized nations;

“d. subject to the provisions of article 59,
judicial decisions and the teachings of the
maost highly qualified publicists of the vari-
ous nations, as subsidiary means for the de-
termination of rules of law.

“2. This provision shall not prejudice the
power of the Court to decide a case ex
aequo et bono, if the parties agree thereto.”

To accomplish substantial alteration of
the applicable principles of the internation-
al law would require consent of &ll the other
parties to the Charter. The purpose of this
declaration is to avoid the procedural neces-
sity of "Special agreement’” and to recognize
jurisdiction ipso facto over the specified
subject matter and parties.

Hon. Charles Fahy, legal adviser of the
State Department, in a memorandum pre-
pared for the committee, replied to Mr.
Dulles” suggestion as follows:
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*3. Mr. Dulles suggests there should be
prior agreement as to what are the applica-
ble principles of international law if the
basic law of the case is not found in an
existing treaty or convention. He feels that
to permit jurisdiction of legal disputes
concerning “any question of international
law” is too vague at this time.

“It is most inadvisable to accept this view.
It would seriously impede the progress of
the Court in the accomplishment of its pur-
pose. The procedure followed in the case of
the Alabama arbitration, referred to as an
instance where previous agreement on the
applicable law was had, was long before the
establishment of the Court. The Charter of
the United Nations and the present statute
of the Court are designed to enlist sufficient
confidence in judicial determinations by the
Court to enable it to become a useful organ
in the settlement of legal disputes. To re-
quire now an agreement, in advance of sub-
mission to the Court, on the applicable prin-
ciples of international law would take from
the Court one of the principal purposes of
its creation. The United States should not
insist on such a requirement. Whatever risk
to the United States is involved in entrust-
ing cases to the Court for its determination
of the applicable basis of decision under
international law is outweighed by the tre-
mendous advance which would be made by
our acceptance of such risk in the develop-
ment of judicial processes in the world
order.”

Other points referred to the committee by
Mr. Dulles for clarification related to the
problem of domestic jurisdiction, the possi-
bility of resorting to other tribunals, and
the desirability of establishing a time limit
for any declaration the United States might
make.

As has been indicated above, domestic ju-
risdiction is safeguarded by article 1 (1) of
the Charter of the United Nations, limiting
the purposes of the United Nations to inter-
national disputes or situations, by article 2
(7T} excluding domestic jurisdiction. The
committee accepted article 36 (6) of the
statute as covering this point.

“In the event of a dispute as tc whether
the Court has jurisdiction, the matter shall
be settled by the decision of the Court.”

The right to submit disputes to other tri-
bunals is reserved in Senate resolution 196,
page 2, line 8. This reservation is permitted
by article 95 of the Charter.

With respect to a possible time limitation,
Senate Resolution 196 provides for § years'
duration, plus time of 6§ months following
notice of termination of the declaration. A
further discussion of these points will be
found in the first part of section (G) above.

H. COMPULSORY JURISDICTION PRIOR TO THE
UNITED NATIONS

The first important step in the direction
of compulsory jurisdiction was taken by the
Advisory Committee of Jurists appointed by
the League of Nations in 1920 to prepare
the Statute of the Permanent Court of
International Justice. This committee,
which included among its members the
Honorable Eithu Root, former member of
the Senate Foreign Relations Committee,
Secretary of War, and Secretary of State,
recommended a draft providing for general
compulsory jurisdiction over specified cate-
gories of legal disputes. It was proposed that
this should be binding upon all parties to
the statute. This provision proved unaccept-
able to some of the larger powers when it
was presented to the League Council and
Assembly, and there was substituted for it a
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provision very similar to article 36, para-
graph 2, of the present statute, enabling
such states as desired to do so to agree
among themselves to accept the jurisdiction
of the Court as to the enumerated catego-
ries of legal disputes.

Under this provision some 44 states, in-
cluding 3 of the 5 states now permanent
members of the Security Council (Great
Britain, France, and China), at one time or
another deposited declarations accepting
this jurisdiction.

Proceedings were invoked in 11 cases
under these declarations two of which pro-
ceeded to final determination. One of these
was the Eastern Greenland case, involving
conflicting claims to territory by Norway
and Denmark. Upon the rendering of the
decision of the Court, Norway withdrew the
decrees affecting the territory which had
precipitated the dispute. The second case
which went to decision involved a claim by
the Netherlands against Belgium for alleged
wrongful diversions of water from the
Meuse River. The other nine cases were ter-
minated on procedural points or were with-
drawn.

I. COMPULSORY JURISDICTION UNDER THE
UNITED NATIONS

The negotiations leading to the conclusion
of the statute of the new International
Court of Justice saw a renewal of the effort
to obtain general compulsory jurisdiction. It
is indicated in the Report of the 1945 Com-
mittee of Jurists, which met in Washington
to formulate proposals relating to the judi-
cial organ of the proposed world organiza-
tion, that a majority of the Committee was
in favor of compulsory jurisdiction. At San
Francisco the discussion was renewed, and
again a very substantial body of opinion was
shown in favor of general compulsory juris-
diction. Due to the opposition of some states
and the doubtful position of others, it was

felt, however, that such a provision might
endanger acceptance of the Charter, of
which the statute was to be an integral part.
This was the position of the United States

delegation. It was, therefore, agreed to
retain the optional provision in a form simi-
lar to that employed in the Statute of the
Permanent Court of International Justice.
This is the present article 36, paragraph 2 of
the statute, pursuant to which the action
envisioned by present resolution would be
taken.

The San Francisco Conference added an
additional paragraph to article 36 of the
statute, according to which declarations ac-
cepting the jurisdiction of the old Court,
and remaining in force, are deemed to
remain in force as among the parties to the
present statute for such period as they still
have to run. Nineteen declarations are cur-
rently in force under this provision.

A further indication of the sentiment pre-
vailing among United Nations delegations at
San Francisco was the adoption by the Con-
ference of a recommendation to the mem-
bers of the Organization—"that as soon as
possible they make declarations recognizing
the obligatory jurisdiction of the Interna-
tional Court of Justice according to the pro-
visions of article 36 of the statute.”

J. THE CONSTITUTIONAL ISSUES INVOLVED

During the discussion which took place in
the subcommittee three important constitu-
tional issues were raised. These issues were:
(1) Can the proposed action be taken by the
treaty-making process or is a joint resolu-
tion of the two Houses preferable; (2) is it

proper procedure to obtain the advice and
consent of the Senate prior to the deposit of
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the declaration by the President; and (3)
would the deposit of the declaration by the
President establish treaty relations between
the United States and the United Nations or
between the United States and the various
members of the United Nations who have
deposited similar declarations.

With respect to the first issue, a declara-
tion of this kind is no doubt unique so far as
the United States is concerned. No one how-
ever, can doubt the power of this Govern-
ment to make such a declaration. The ques-
tion is one of procedure. During the debates
on the United Nations Charter the problem
was discussed at some length on the floor of
the Senate, and it was generally agreed that
the President could not deposit the declara-
tion without congressional action of some
kind granting him the authority to do so.
To clarify the issue Senator VANDENBERG re-
quested an opinion of Mr. Green Hackworth
then legal adviser of the Department of
State. The pertinent paragraph of this opin-
ion. Which Senator VaNDENBERG read on the
floor of the Senate on July 28, 1945, follows:

“If the Executive should initiate action to
accept compulsory jurisdiction of the Court
under the optional clause contained in arti-
cle 36 of the statute, such procedure as
might be authorized by the Congress would
be followed, and if no specific procedure
were prescribed by statute, the proposal
would be submitted to the Senate with re-
guest for its advice and consent to the filing
of the necessary declaration with the Secre-
tary General of the United Nations.”

Since that time both the President and
the Secretary of State have indicated that,
in their opinion, either the procedure out-
lined the Senate Resolution 196 (calling for
a two-thirds vote of the Senate) or that out-
lined in House Joint Resolution 291 (calling
for a simple majority vote of the two
Houses) would furnish a satisfactory legal
basis for acceptance by the United States of
the compulsory jurisdiction clause.

Inasmuch as the declaration would involve
important new obligations for the United
States, the committee was of the opinion
that it should be approved by the treaty
process, with two-thirds of the Sensators
present concurring. The force and effect of
the declaration is that of a treaty, binding
the United States with respect to those
States which have or which may in the
future deposit similiar declarations. More-
over, under our constitutional system the
peaceful settlement of disputes through ar-
bitration or judicial settlement has always
been considered a proper subject for the use
of the treaty procedure. While the declara-
tion can hardly be considered a treaty in the
strict sense of that term, the nature of the
obligations assumed by the contracting par-
ties are such that no action less solemn or
less formal than that required for treaties
should be contemplated.

With respect to the second issue the
answer may be found in the Constitution
itself, Article 2, section 2, provides that the
President shall have “power, by and with
the advice and consent of the Senate, to
make treaties, provided two-thirds of the
Senators present concur.” It is evident that
the advice and consent of the Sensate is
equally effective whether given before,
during, or after the conclusion of the treaty.
In fact, President Washington approached
the Senate for its advice and consent prior
to the negotiation of treaties, and this prac-
tice was followed on occasion by other Presi-
dents. While the practice of prior consulta-
tions with the Senate fell into disuse after
1818, a recent precedent may be found in

8535

the convention of 1927, extending the Gen-
eral Claims Commission, United States and
Mexico of 1923. The treaty was signed on
August 16, 1927, pursuant to a Senate reso-
lution of February 17, 1927. A similiar ex-
ample is the convention of 1929, again ex-
tending the life of the Commission. The
convention was signed on August 17, 1929,
pursuant to the Senate resolution of May
25, 1929.

With regard to the third issue, the pro-
posed declaration would not constitute, in
any sense, an agreement between the
United States and the United Nations. It is
rather a unilateral declaration having the
force and effect of a treaty as between the
United States and each of the other states
which accept the same obligations. It is
merely an extension of the general principle
that any two states may agree to submit
cases to arbitration or judicial settlement.
The so-called optional clause would permit a
large number of states to take such action
with respect to the four categories of legal
cases enumerated.

As to whether the United States can enter
into a treaty with the United Nations, the
question is not here at issue. In any event, it
is clear that the United States can conclude
agreements with the United Nations, inas-
much as the United Nations Participation
Act authorized the President to take such
action in conformity with the pledge of the
United States to make armed forces avail-
able to the Security Council under article 43
of the Charter. Moreover, there appears to
be nothing in the Constitution which for-
bids the conclusion of a treaty between the
United States and an international organi-
zation.

If it follows that the legal capacity of the
United Nations is all that is required to
enable the United States and the United Na-
tions to enter into treaty relationships, arti-
cle 104 of the Charter would seem to estab-
lish that authority. Article 104 reads:

“The i shall enjoy in the ter-
ritory of each of its members such legal ca-
pacity as may be necessary for the exercise
of its functions and the fulfillment of its
purpases.”

K. DESIRABILITY OF SPEEDY ACTION

Most of the witnesses appearing before
the subcommittee expressed the hope that
the Senate would act speedily in order to
demonstrate once more the conviction of
the people of the United States that peace
will be possible only if law and justice are
firmly embedded in the foundations of the
United Nations. To be sure, the extension of
the compulsory jurisdiction of the Interna-
tional Court of Justice will not usher the
world automatically into an era of peace; it
is only one important step in man’'s long and
painful march toward a warless world. The
acceptance by the United States of the com-
pulsory jurisdiction clause, however, would
constitute a step of great psychological and
moral significance. It would help develop a
spirit of trust and confidence, particularly
on the part of the small states, toward the
United States. And it would give impetus to
the principle of the peaceful settlement of
disputes as the judges of the new Court
begin their work at the Peace Palace in The
Hague.

On July 28, 1945, the Senate ratified the
United Nations Charter by the overwhelm-
ing vote of 89 to 2 Since that time the
people of the United States, the Senate, the
House of Representatives, the President,

and the Secretary of State have repeatedly
asserted the conviction that the foreign
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policy of the United States must be cen-
tered about the activities and the organs of
the United Nations, The International
Court of Justice is one of the principal
organs of the United Nations. It would seem
entirely consistent with our often pro-
nounced policy for the Senate to take
speedy action in order to ensure our full co-
operation with the work of the Court at the
earliest practicable date.

The Senate Foreign Relations Committee,
in its report to the Senate on the United Na-
tions Charter, expressed the following view:

“Unless we are prepared to take all steps
which are necessary to effectuate our mem-
bership in the United Nations, we would be
merely deceiving the hopes of the United
States and of humanity in ratifying the
Charter.”

Mr. KENNEDY. Mr. President, 2
weeks ago, I expressed the opinion
that the debate we were about to have
would be the most important debate
we would have this session. Today, we
are about to take a vote that could be
the most significant vote of this
decade.

This vote is significant because it in-
volves the lives of innocent people.
Today, we will vote to save innocent
lives, or we will vote to take innocent
lives.

With this vote, we will also deter-
mine whether the United States of
America, under the direction of Presi-
dent Reagan, will continue its march
toward war in Central America. With
this vote, we will decide whether U.S.
funds should continue to be used for—
and whether U.S. personnel should
continue to be involved in—the indis-
criminate mining of territorial waters
in Nicaragua.

On March 29, just as our debate
about Central America was beginning,
we learned that U.S. personnel were
being used on reconnaissance missions
over El Salvador to assist the Salva-
doran Army in combat with the guer-
rillas, And last Friday, after our
debate had ended, we learned that
U.S. personnel were being used to
mine the harbors and territorial
waters of Nicaragua. That same day,
the Secretary of State quietly with-
drew this Nation from the jurisdiction
of the World Court with respect to dis-
putes with Central American nations.
But we did not know about that then,
and we did not learn about that until
yesterday.

President Reagan is moving us
toward war. He has moved U.S. citi-
zens up to the edge of combat, and he
has involved U.S. citizens in the hostil-
ities.

Last week, we debated whether the
United States should continue to pro-
vide military assistance to the Contras
in Nicaragua. Last week, on the floor
of the Senate, we debated whether
such assistance was in violation of
international law. We were repeatedly
assured that the Contras were not en-
gaged in efforts to overthrow the Gov-
ernment of Nicaragua. We were re-
peatedly told that the Contras were
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not conducting a war to destroy the
economic infrastructure of Nicaragua.
If that were true, many Senators said,
we would not be voting to support the
Contras. And even the President of
the United States got into the debate.
He sent a letter in which he assured us
that the United States did “not seek to
destabilize or overthrow the govern-
ment of Nicaragua; nor to impose or
compel any particular form of govern-
ment there.” But 2 days later, the
United States of America withdrew
from jurisdiction of the World Court.

The question before the Senate is a
fundamental one: Will we take any re-
sponsibility at all—or will we abdicate
completely to the executive branch?
Will we condone terrorism and sabo-
tage? Will we let the Reagan adminis-
tration pursue a policy of sneaking
war into Central America?

We have turned our backs on diplo-
macy.

We have turned our backs on inter-
national law.

Will the Senate watch passively as
this administration sovietizes Ameri-
can foreign policy—as it adopts the
standard that the end justifies the
means—as it avoids our constitutional
process and misleads the Congress?

The truth is confessed only when
the administration is caught in the
act. Such confession is not the kind of
consultation which the Congress de-
serves or should demand. Such surpris-
es are not the basis for bipartisanship.

Often in this debate, I have raised
the question of our obligation to histo-
ry. I raise it again. How will the Sena-
tors here explain someday that Ameri-
can sons are dying in an unwinnable
war in Central America because we
lacked courage to take a stand—or be-
cause we followed a political calculus
which held that the administration
should be permitted to twist slowly in
the political wind? For what is being
strangled rapidly now is the hope for a
peaceful settlement.

The administration said we had no
combat role in El Salvador. On March
29, we learned this was untrue—and
that our forces were engaged in
combat reconnaissance in that coun-
try.

The administration said that we
were not seeking to destabilize the
Government of Nicaragua;, we only
sought to interdict arms and supplies
for the rebels in El Salvador. Now we
have learned that this is untrue—that
we have mined a port far from any
point of arms shipments to El Salva-
dor—and that our mines may blow up
the ships of our NATO allies.

We know the evasions, the rational-
izations, the fabrications, for we have
heard them from this administration
until they have become as tattered as
they are untrue. We have no excuse
for continued inaction.

Let us end escalation by surprise in
Central America.
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Let us at long last exercise the
power we were elected to use—and let
us say to this administration, “Enough
is enough. You shall no longer move
toward war before trying for peace.”
® Mr. GOLDWATER. Mr. President,
there has been a good deal of discus-
sion in the press recently about re-
marks I allegedly made on the floor of
the Senate last Wednesday night,
April 5, 1984.

An article in the Wall Street Journal
on the following day stated:

During Senate debate this week, the Intel-
ligence Committee Chairman, Barry Gold-
water, (R., Ariz.) surprised other Senators
by openly referring to a document or paper
indicating that the administration had di-
rectly authorized the mining. Mr. Gold-
water’s remarks were dropped from the pub-
lished record made available yesterday, and
while an aide to the Senator dismissed the
matter, two other sources indicated that
such a paper or staff memo did exist.

As well, an article in the New York
Times this Monday stated:

Senator Barry Goldwater, the chairman
of the Senate Intelligence Committee, inad-
vertently referred to the covert operation in
floor debate. A Senator said Mr. Goldwater,
an Arizona Republican, later had his re-
marks deleted from the Congressional
Record.

There may have been other refer-
ences to this matter as well.

Mr. President, in almost 30 years
service in the U.S. Senate I have never
had my remarks deleted from the
Recorp. However, what we were con-
fronted with last week was a rather
unusual situation—in fact, it was a
unique situation which I have never
encountered before.

When the Senate Select Committee
on Intelligence was established in the
spring of 1976, Senate Resolution 400
gave the committee jurisdiction and
authority to consider all legislation
and other matters relating to authori-
zations for appropriations for the Cen-
tral Intelligence Agency. Section 501
of the National Security Act of 1947,
which was enacted as part of the Intel-
ligence Authorization Act for fiscal
year 1981, imposes an obligation upon
the Director of Central Intelligence
and the heads of all departments,
agencies, and other entities of the
United States involved in intelligence
activities to keep the Select Commit-
tee on Intelligence of the Senate and
the Permanent Select Committee on
Intelligence of the House of Repre-
sentatives fully and currently in-
formed of all intelligence activities
which are the responsibility of, are en-
gaged in by, or are carried out for or
on behalf of any department, agency,
or entity of the United States, includ-
ing any significant anticipated intelli-
gence activity.

Section 662 of the Foreign Assist-
ance Act of 1961, as amended by the
Intelligence Authorization Act for
fiscal year 1981, requires that each op-
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eration conducted by or on behalf of
the Central Intelligence Agency in a
foreign country, other than activities
intended solely for obtaining neces-
sary intelligence, shall be considered a
significant anticipated intelligence ac-
tivity for the purpose of section 501 of
the National Security Act of 1947.

Mr. President, I am providing this
background to make it clear to my col-
leagues that if the CIA was engaged in
the mining of selected harbors in Nica-
ragua, this fact would of necessity
have been briefed to me and to my
committee or committee staff ahead of
time. I say it would have been briefed
of necessity, Mr. President, because
this is the law. Now we may all debate
whether this is a good law or a bad law
or an indifferent law, but it is the law.

Now, last Wednesday night, during
open debate on the floor of the
Senate, a member of my committee
came to me to ask if I had seen a docu-
ment which indicated that the Presi-
dent ordered the mining of selected
harbors in Nicaragua. I responded to
him by saying that I had seen no such
document and that I could not believe
the President could have approved
such a program since our committee
had not been so briefed. Nor had I re-
ceived any such briefing. After a few
minutes’ investigation, I learned that
the document my member had re-
ferred to was simply an informal
memorandum from a staff member to
a Senator. It had been hastily pulled
together in response to a couple of
questions on the mining, and had no
official standing as far as I was con-
cerned. Although I conveyed these
findings to my colleagues on the floor,
I felt the matter deserved further in-
quiry, and my remarks were struck
until such a time as further clarifica-
tion could be obtained.

Mr. President, this afternoon, CIA
Director Casey appeared before my
committee in closed session to brief us
on this issue. I learned to my deep
regret that the President did approve
this mining program, and that he ap-
proved it almost 2 months ago. Fur-
thermore, I learned that in spite of
the legal requirement that the intelli-
gence family keep the members of our
committee fully and currently in-
formed on this sort of matter, we had
not been so informed. By contrast, the
House Permanent Select Committee
on Intelligence had been fully briefed
on this matter several weeks ago.

Now I have written Director Casey
that this is no way to run a railroad. I
am forced to apologize to the members
of my committee because I did not
know the facts on this case, and I
apologize to all Members of the Senate
for the same reason.

Mr. President, I have always felt
strongly about the issue of leaks and
of protecting the legitimate secrets of
our Nation. So I will not comment fur-
ther on this matter for the public
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record. However, I am prepared to pro-
vide any Member of the Senate with
further details on this matter in pri-
vate if they so desire. As well, Mem-
bers of the Senate may wish to visit
the offices of the Select Committee on
Intelligence to review documents and
transcripts on this matter, as well as
to talk to our cleared staff. I consider
this a matter of great importance, not
just to the members of our committee,
but to the Senate as a whole. And I am
prepared to share whatever informa-
tion we do have at this time.@
MINING OF NICARAGUAN PORTS

Mr. SPECTER. Mr. President, I am
voting in support of this amendment
because I am concerned that the re-
ported CIA involvement in the mining
of Nicaraguan ports is part of a broad-
er U.S. covert effort that effectively
supports the overthrow of the Govern-
ment of Nicaragua in violation of the
Congress legislative statement of 1982.
Last week I supported an amendment
to delete $21 million for the covert war
against Nicaragua.

While the official purpose of U.S.
covert aid to Nicaraguan Contras is
the interdiction of the flow of arms
from Nicaragua to El Salvador, the ex-
press goal of the Contras is the over-
throw of the Sandinista government.
While it may be argued that the
mining of Nicaraguan ports will help
to interdict the flow of arms between
Nicaragua and El Salvador, the effect
of the mining goes beyond this limited
goal. Mines are blind to the cargo and
flag of the vessels that trigger them,
damaging commercial vessels as easily
as those transporting Soviet and
Cuban armaments. I am concerned
that our actions in and around Nicara-
gua have dangerous repercussions
beyond our stated goals, and that our
present involvement is contrary to the
stated intent of Congress. The Con-
gress has not declared war against
Nicaragua, yet the mining of another
nation’s harbors, like support for a
group whose expressed objective is the
overthrow of a government with
which we have full diplomatic rela-
tions, may be interpreted as an act of
War.

If it is the will of American people to
wage, either directly or indirectly, a
war against the Government of Nica-
ragua, let Congress debate and so de-
clare its intent. If it is not the intent
of the United States to overthrow the
Government of Nicaragua, let us not
engage in support of activities that
may be interpreted as acts of war.

Mr. GLENN. Mr. President, I rise to
state my strong support for Senator
KENNEDY'S amendment—and to voice
my strong opposition to administra-
tion policy. American participation in
the mining of Nicaragua’s harbors is
more than a mere contravention of
international law. It constitutes a
policy that is strategically wrong, po-
litically stupid, and morally outra-
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geous. It is a policy that comes danger-
ously close to being an act of war—and
I say it is time for Congress to bring it
to a halt.

Let there be no mistake about what
is at issue today. We are not talking
about whether the United States
should be involved in Central Amer-
ica—or about whether we should pro-
vide financial assistance to democratic
elements in that region. I have long
voiced my support for economic and
military help to the governments of El
Salvador and other central American
countries—and so have a majority of
my Senate colleagues. I have long
voiced my concern over Nicaragua’s
seeming desire to export revolution in
that region—and so have a majority of
my Senate colleagues. Like you, I be-
lieve the United States has an obliga-
tion to encourage the voices of moder-
ation and democracy in Central Amer-
ica—and to discourage the forces of
tyranny and dictatorship.

But those goals are not at issue
today. What is at issue is the Reagan
administration’s cavalier attitude
toward basic principles of internation-
al law. What is at issue is the adminis-
tration's continuing love affair with
gunboat diplomacy and the politics of
force. And what is at issue is the ad-
ministration's blatant disregard for
Congress role in the making of U.S.
foreign policy.

Apparently, Mr. Reagan thinks that
when it comes to the use of military
force, the job of Congress is to keep its
eyes closed, its checkbook open, and
its mouth shut. He seems to think that
it is all right to violate international
law and to spit in the eyes of our allies
and he apparently expects Congress to
dutifully go along and do only what
we are told.

Well, I say enough is enough. I say
the time has come for us to stand up
and serve notice on this administra-
tion; to serve notice that we are not
content to be silent partners in a mis-
guided policy that ignores our national
interests and betrays our national
principles. Let us serve notice that
when American lives are at stake, Con-
gress can no longer be expected to
first look the other way—and then to
rally round this administration’s fail-
ures.

By directing the CIA to participate
in the mining of Nicaragua's harbors,
the Reagan administration has embar-
rassed the Congress and the country.
It has put us in the ridiculous position
of laying mines that our Western Eu-
ropean allies may help to remove. It
has put us in the preposterous posi-
tion of attempting to topple at worst
or bully at best a government we rec-
ognize and with whom we have diplo-
matic relations. And it puts us in the
hypocritical position of opposing state-
sponsored terrorism when it is direct-
ed against our friends—and of condon-




8538

ing and even conducting it when it is
directed against our real or imagined
enemies.

Finally, Mr. President, let me say
that I am deeply concerned about
what this latest action by the adminis-
tration may signal about its future for-
eign policy intentions. I need not
remind you that the mining operation
was carried out without the knowledge
of the Senate Intelligence Committee.
I need not remind you that virtually
our entire foreign policy in Central
America—from the use of training
funds to build military infrastructure
in Honduras to the not-so-secret war
in Nicaragua to the mining of that
country’s harbors—has been conduct-
ed outside the normal policymaking
framework of this Nation. And I am
sure I need not remind you that just
this past weekend, unidentified White
House advisers were darkly warning
about the probable use of U.S. combat
troops in Central America—although
not until 1985 and not until this year’'s
election has safely passed.

Mr. President, I believe there is a
pattern here—and I believe we must
show the administration that we find
it to be completely unacceptable.
Again, I am not calling for a retreat
from our responsibilities in Central
America. Nor am 1 suggesting that
there are no circumstances under
which the use of force in that region
would be acceptable. But I am suggest-
ing that no U.S. foreign policy—in
that region or any other—can be suc-
cessful unless it has the support of
Congress and the American people. 1
am suggesting that it is time we call a
halt to the administration’s high-
handed attitude and underhanded tac-
tics. And I am suggesting that it is
time Congress asserted its rightful
place in the making of American for-
eign policy—and stopped the wrongful
mining of Nicaraguan harbors. I ask
my colleagues to give this amendment
their wholehearted and enthusiastic
support.

MINING NICARAGUAN HARBORS

Mr. HUDDLESTON. Mr. President,
the disclosure of the mining of Nicara-
guan harbors by the CIA has raised
the most serious guestions about U.S
policy and the effectiveness of the in-
telligence oversight process. It is very
disturbing that the Select Committee
on Intelligence was not fully and prop-
erly informed of this matter, which
was 50 clearly and directly relevant to
our consideration of the recent supple-
mental appropriations bill to provide
additional funds for CIA operations in
Nicaragua.

Had I been aware of the mining ac-
tivities, I would have voted against any
funds for that purpose. That knowl-
edge would also have given cause for
me to reconsider my support of the
supplemental appropriation for the
entire operation.
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The records of the Select Committee
have been reviewed, and we have
found only one reference to mining ac-
tivities. It did not convey the nature,
extent, or seriousness of what has
been going on.

It is very important for all of us to
understand why the mining of Nicara-
guan harbors is so objectionable. The
fundamental problem is that it is in-
discriminate, rather than directed
against specific targets. I could sup-
port action to interdict a particular
vessel known to be carrying arms to
Nicaragua that could reasonably be
expected to go to guerrillas in El Sal-
vador. That action could be justified
as necessary to protect El Salvador
from outside military intervention.

However, the mining operations that
have been carried out are far differ-
ent. They pose a danger to ships from
entirely innocent countries, carrying
nonmilitary cargo. Our closest allies,
such as Britain and France, have had
their ships and the lives of their citi-
zens placed in jeopardy. Moreover, in-
nocent fishing boats manned entirely
by civilians earning their livelihood
are placed in danger.

It makes no difference if the mines
are constructed so as not to sink the
ships. They still do damage to proper-
ty and endanger human lives.

Over the past year I have tried to
work with my colleagues on the Select
Committee to insure that the adminis-
tration’s operations against Nicaragua
would be subject to the closest possi-
ble oversight scrutiny and review. Un-
fortunately, the oversight process has
not worked in this case to keep the
committee fully and currently in-
formed of all significant anticipated
intelligence activities, as contemplated
by the congressional oversight provi-
sions enacted in 1980.

We need to learn from this experi-
ence. The risk of the type of paramili-
tary operations undertaken against
Nicaragua appears to be that they in-
evitably get out of control. The Select
Committee has attempted, in a biparti-
san way, to prevent this from happen-
ing. We will continue to do all that we
can to insure that the administration’'s
use of the CIA’s sensitive capabilities
is held accountable through congres-
sional oversight to the principles and
interests of the American people.

@ Mr. BOREN. Mr. President, I am
convinced that the vast majority of
the American people could be de-
scribed as political moderates. They
tend to distrust both the extremism of
the right and of the left. They do not
want government to be so active that
it stifles individual initiative but they
do not want it to be so inactive that it
fails either to protect equal opportuni-
ty of all citizens or to provide for
those who are unable to help them-
selves.

In foreign policy they are not naive
isolationists who would concede our
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vital interests in the world to our ad-
versaries. Neither are they reckless
interventionists who would squander
our power carelessly in situations
which we cannot win or which need-
lessly endanger the lives of our young
people.

Our country has been well served by
the commonsense and sound moderate
judegment of our people. It has gener-
ally been reflected in the ability of our
political leaders to form a consensus
around which most Americans could
rally both in terms of domestic and
foreign policy.

For moderates, however, these are
difficult and frustrating times. The
process for picking our national lead-
ers seems to favor those who tend to
the polar positions instead of those
closer to the reasonable mainstream of
the total population.

Our sense of community has been
fragmenting. More energy is spent in
appealing to narrow single-interest
groups than in uniting all Americans
for the common geod. Too much time
is spent in scoring partisan political
points than in forming nonpartisan
coalitions to solve problems.

The moderate majority is often left
to select the lesser of evils among ex-
treme choices. The current situation is
an example of just that kind of dilem-
ma.

As my colleagues in the Senate
know, I earnestly hope for a bipartisan
consensus on foreign policy. To me,
politics ideally should stop at the
water's edge. Each of the 535 Members
of Congress cannot be Secretary of
State or Commander in Chief. If Con-
gress second-guesses every decision by
a President, we will send an uncertain
signal to the rest of the world.

Others around the world have come
to wonder about the ability of the
President to speak for the United
States. Even our allies publically ques-
tion our ability to live up to our com-
mitments. Our frequent changes of di-
rection have left our credibility in
doubt. Our -family fights have been
watched by the entire world.

To be perfectly honest, neither the
President nor the Congress, Demo-
crats nor Republicans, can be very
proud of the record of the last decade
when it comes to healing the wounds
of the sixties and building a spirit of
bipartisanship in foreign policy. The
President was not fair in blaming Con-
gress for the failure of the administra-
tion’s policy in Lebanon. It was a
flawed policy in the beginning. Inject-
ing a small number of American
troops into a long, bitter, religious war
among several factions would not have
succeeded even if Congress had voted
unanimously to support it.

On the other hand, there were those
in Congress who were too quick to
criticize the President when he took
decisive and appropriate action to use
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our power to protect our interests in
Crenada. The objective was limited
and the chances for success were ex-
cellent.

Some have used the Vietnam experi-
ence to argue for complete isolation-
ism. They seem prepared to criticize
any possible use of American power,
under any circumstances or in any
part of the world. Such a policy would
render the United States impotent in
the eyes of the world. It would encour-
age our adversaries to test us and
would increase the risk of conflicts.

As I said earlier, I believe that the
vast majority of the American people
reject this naive isolationsim which is
in short a policy of international capit-
ulation.

I cannot believe that the American
people want us to simply give up Cen-
tral America and allow regional insta-
bility in our own backyard to move
ever closer to our 1,800-mile frontier
with Mexico.

On the other hand, if we reject isola-
tionism, we must not embrace reckless
interventionism.

I have tried to follow a moderate bi-
partisan course. Last week, I voted
consistently against amendments
which I felt would unduly tie the
hands of the President in responding
to emergencies in Central America. I
voted against amendments which I felt
would set unwise precedents altering
the President’s constitutional powers
as Commander in Chief.

I voted to support administration ef-
forts in El Salvador to help the people
there help themselves. As an observer
to recent elections in that country, I
am convinced that they were basically
fair and honest. I have no doubt that
the vast majority of the people there
want the ballot and not the bullet to
determine their future. Their demo-
cratic process deserves our encourage-
ment and support.

While the outcome is far from cer-
tain, it would appear that there is at
least a chance that El Salvador may be
winnable. To me, the administration
seems correct in wanting to give our
best effort to attempt to stabilize the
situation there.

In Nicaragua, the situation is less
clear. The legacy of the past dictatori-
al government has clearly created
some significant support for the cur-
rent government. While it has been a
close question in my mind, I voted to
continue our efforts in Nicaragua
aimed at stopping the flow of arms to
hostile forces in other nations.

I have clearly done my best to build
bipartisan support for a reasonable
policy in Central America. We must
test every aspect of that policy by
weighing the moral issues involved
and by carefully balancing the risks of
the policy against the chance for suc-
cess. To me it is clearly moral and in
our interest to attempt to support the
democratic process in El Salvador.
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It is at least possible to argue that it
is proper for us to interdict by practi-
cal means the flow of aggressive arms
from Nicaragua.

The indiscriminate mining of Nicara-
guan harbors in my opinion, however,
clearly fails the test. It is subject to
attack on moral grounds. It clearly
runs grave risks because of the danger
it can cause to ships of many nations,
some of whom are allied to us. It could
cause a major international confronta-
tion if it resulted in loss of life of for-
eign nationals. While this tactic runs
grave risks, they are certainly not bal-
anced by any significant gain which is
achievable by using it.

I deeply regret that this action has
been taken. By resorting to careless
use of our resources, the administra-
tion has at least in the short run only
strengthened the position of those
who would criticize what I believe are
legitimate uses of our power in other
areas in Central America.

My conscience and best judgment
lead me to support the pending sense
of the Senate amendment which con-
demns the mining of Nicaraguan har-
bors.

In reaching this decision, it should
be clear that I do not embrace any
policy of retreat or isolationism in
Central America. Perhaps this current
state of events will make it absolutely
clear to both Congress and the Presi-
dent that we should urgently get on
with the task of developing a biparti-
san policy.

Let us hope that America’s moderate
majority will make itself heard. It is
time for both Congress and the Presi-
dent to call a moratorium on the esca-
lating rhetoric. We must forget past
differences and sit down together. I
hope that the President and congres-
sional leaders of both parties will sit
down together and in candor and good
faith resolve their differences. Volun-
tarily agreeing to accept the congres-
sional view that the mining of the
harbor should be stopped would be a
good first step on the part of the
President. If he should take that step,
let us hope that Congress would also
be prepared to respond, positively.e
U.S. INVOLVEMENT OF NICARAGUAN TERRITORIAL

WATERS

Mr. JEPSEN. Mr. President, last
week, the Senate voted on several as-
pects of military aid to Central Amer-
ica in the context of the urgent sup-
plemental appropriations bill. Among
the areas that were extensively debat-
ed, was the question of so-called covert
aid to the Contras in Nicaragua. As
the record shows, I have supported
funding the amounts requested by the
administration for these activities.

However, my support has been con-
tingent on several principles involved
with our aid to those groups within
Nicaragua who are fighting to push
Nicaragua back toward the path of a
democratic and free society.
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These principles included:

That the main goal of the funding
was the interdiction of military sup-
plies flowing from Nicaragua to the
guerrillas in El Salvador.

That the aid be used to help only
Nicaraguan nationals in their struggle
against the Sandinista government.

That the aid not compromise the
commitment of the United States to
bringing about the rule of law in inter-
national relations.

Over the weekend, I began to read
stories in the press of much more
direct U.S. involvement in the contra
operations that may, in my view, jeop-
ardize everything that we have been
attempting to accomplish there. I
speak specifically of the reports of
direct CIA involvement in the efforts
to mine the territorial waters off Nica-
ragusa.

When I read such reports, I am in-
creasingly skeptical of the ability of
some policymakers in the administra-
tion to develop successful strategies to
deal with the growing number of chal-
lenges to the United States in the
world.

Now I number myself in that group
who want to put maximum pressure
on the Sandinistas to fulfill the prom-
ises that they made to the OAS and to
stop shipping military arms and am-
munition to the guerrillas in El Salva-
dor. Cuban and Nicaraguan interfer-
ence in the intermal affairs of the
duly-elected Government in El Salva-
dor is the major stumbling block to
peaceful resolution of the many con-
flicts in that country. Seen in the light
of what we are trying to do in Central
America, this most recent operation
off of Nicaragua is plain dumb.

If viewed strictly in the light of
narrow logistical and operational con-
siderations, mining the coastal waters
off Nicaragua may seem attractive as
one way to put additional pressure on
the Sandinistas. But if political and
social factors are taken into consider-
ation, the plan should have been re-
jected. To consider that political and
social concerns would be bypassed by
keeping such a large-scale operation
“covert” shows an ignorance of history
and an inordinate dose of wishful
thinking.

If there is any relationship between
reality and what I have been reading
in the press, and I will be first to
admit that the relationship is not
always there, the U.S. involvement in
the mining of Nicaraguan coastal
waters violates many of the basic prin-
ciples on which ‘“covert operations”
have been supported in Congress.

The best way to view the mining op-
eration is to set up a balance sheet of
costs and benefits. The benefits that
the Contra mining could be expected
to accrue are the following:

Mining the waters of Nicaragua
would seriously damage the ability of
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Nicaragua to export her recently har-
vested commodities that are virtually
the sole resource of foreign exchange.
The result of this could be to stop the
arms shipments to El Salvador and to
fulfill the promises they made to the
QAS.

Slowing the importation of oil could
have the long-term effect of hamper-
ing the Sandinistas ability to carry out
military operations against the Con-
tras.

It appears that mining is being con-
ducted in such a way as to stop short
of sinking large ships, but merely
serves as a deterrent to ships heading
for Nicaraguan ports.

Against these so-called plusses a con-
siderably greater number of minuses
can be set.

Because of the sophisticated nature
of the operation, U.S. citizens and non-
Nicaraguan nationals hired by the CIA
appear to be directly involved. This is
an essential change in our role in Nica-
ragua.

Our open society and the size of the
operation has virtually guaranteed a
leak to the press.

Participation in the act of mining
the territorial waters of another coun-
try is considered an “‘act of war” in the
international community.

Damaging third party shipping
raises serious questions about the U.S.
commitment to freedom of the seas.

Once again the star of the Sandinis-
tas is rising in Western Europe as
world sympathy is aroused by our ac-
tions. There are now even discussions
among our allies about helping to
clear the mines from Nicaraguan
waters.

This latest action has given the
Nicaraguans the very limited amount
of credibility they needed to bring a
case against the United States to the
World Court, the same body that we
appealed to to obtain the release of
American hostages in Teheran.

As a result, we have had to formally
declare that we will no longer accept
the jurisdiction of the World Court in
matters involving the United States.

We have given the Nicaraguan Gov-
ernment an open opportunity to blame
the United States for an economic fail-
ure that is in reality the fault of mis-
management by the Sandinistas.

The long-term effects of our involve-
ment in the mining of Nicaraguan
waters will be hard to predict, but we
should terminate a policy which has
and will continue to undermine our
credibility in the international arena.

Mr. DURENBERGER. Mr. Presi-
dent, this is a most painful of occa-
sions. For at least 5 years, many of us
have been trying to help our executive
branch forge a workable policy on
Central America. Our progress has
been difficult and slow. Now, in the
last few years, we may be witnessing
the unraveling of what little policy
there was.
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Faced with this crisis—and for once
there is a crisis—the Senate has a re-
sponsibility. Our role must be to
rescue American policy from its own
excesses. We must not be the wrecking
crew, but the salvage team.

The mining of Nicaraguan harbors
illustrates the complexity of any activ-
ist foreign policy. It is one thing to
decide on the broad outlines of such a
policy—the one will engage in covert
action in Nicaragua, for example, or
that one will attempt to interdict arms
flows into El Salvador. It is quite an-
other thing, however, to implement
that decision successfully.

I can understand why the executive
branch would want to mine Nicara-
guan harbors. Despite the doubts of
my colleague, the senior Senator from
Massachusetts, one might well feel
that mining harbors was one way to
stem the flow of arms from Cuba to
Nicaragua, and from there into El Sal-
vador. One might also hope that eco-
nomic pressure on the Nicaraguan
Government would lead that govern-
ment to consider making its peace
with its neighbors, with the United
States, and especially with its own
people, so many of whom fought for
Nicaragua in 1979 and are now fight-
ing for the Contras.

Presidents and executive branches
seem less inclined to consider the
downside of their policies. In their
quest for activist solutions, they are
hardly eager to ponder whether a
tactic will actually do more harm than
good.

The difficulty of combining a covert
action policy with reasonable tactics
has been present from the very start.
When we first heard about this pro-
gram, many of us wondered whether
covert action would—either by design
or by accident—become an effort to
overthrow the Government of Nicara-
gua. That risk was inherent in a policy
of support for the Contras, as my able
colleague, the senior Senator from
Maine, so elogquently explained last
night.

As a result of these concerns, the
Boland amendment was passed in
1982. Over the ensuing months, many
people became convinced that the
overthrow of the Sandinistas was,
indeed, our policy.

I did not, and do not, share that con-
cern. We on the Intelligence Commit-
tee have had many briefings on the
covert action program. We have sent
staff members to get more material.
And both Members and staff have
made trips to the region. On the basis
of all that material, I am convinced
that the executive branch—and, in
particular, the CIA—are faithfully
obeying the Boland amendment.

I am also convinced, Mr. President,
that the policies and actions of the
Government of Nicaragua fully war-
rant a strong response. As I noted last
week, even Democratic and left-of-
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center elements in Central America
fear the aggressive policies of Nicara-
gua. They see the Sandinistas not as
reformers, or even as revolutionaries,
but rather as the prime supporters of
terrorist and guerrilla violence in the
regiomn.

We must stand up to Nicaragua, and
our objectives are surely honorable:
An end to Sandinista support for for-
eign terrorism and guerrillas; a slicing
down of Nicaragua's frightening mili-
tary buildup; a fond farewell to Soviet
and Cuban advisers in Central Amer-
ica; and a return to the pluralist
system that the Sandinistas originally
promised to the people of Nicaragua.

What is less certain, in this complex
enterprise, is whether the implementa-
tion of our covert action policy has
been rational or effective. Last year,
we were faced with reports of Contras
slitting the throats of teachers and
other civilians, and the Contras
seemed more concerned with showing
the press what the Nicaraguan moun-
tains were like than with undertaking
actions that would rally local support
or interdict arms flows.

So last year the Intelligence Com-
mittee told the President to rethink
this program and to draft a new, more
coherent finding that would set forth
objectives and approaches to achieving
those objectives. This was done last
fall, and I think it was done well. The
last year has seen less Contra grand-
standing, apparently less reliance
upon former Somocistas, and even
some operations against targets that
seem to be part of the Nicaraguan sup-
port chain for guerrillas in El Salva-
dor.

On two points, however, I am sorely
disappointed. One is the continuing
gap between policies to pressure Nica-
ragua and policies to resolve the con-
flict. The other is the most recent evo-
lution in our policy.

The gap between activist policies to
pressure a counfry and efforts to
settle disputes is an old one. What is
sad is how little we learn from the
past. For example, surely history
teaches us that the chances for real
negotiation are often fleeting, and
that such chances are not to be dis-
missed. But what happened when the
United States invaded Grenada? There
was an initial period in which Fidel
Castro, rightly frightened by this suc-
cessful U.S. activism, counseled cau-
tion to his proteges in Nicaragua. The
Sandinistas, in turn, showed true con-
cern over U.S. intentions and gave
hints of flexibility.

Did we take advantage of that brief
opening? Perhaps I blinked, Mr. Presi-
dent, and did not see it. What I did see
was a policy that kept up the pressure
with military maneuvers and construc-
tion in Honduras, but did not combine
that pressure with active efforts to de-
termine what sort of accommodation
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the Sandinistas might be willing to
make with their neighbors, with us, or
with their own people.

Now it is harder. Now Nicaragua is
moving toward elections—not ftruly
free elections, but close enough to fool
much of the world; not elections that
give their people a real chance to
reject Marxism-Leninism, but timed
just before our own elections so that
we will be too preoccupied to deal ef-
fectively with this challenge.

Now we are in the amazing fix of
having some Contra groups offering to
lay down their arms if a truly free
election could be guaranteed, even
though there are important other ob-
jectives to be gained as well. Now we
have the most respected Members of
the Democratic opposition to the San-
dinistas refusing to participate in the
elections, even though most of the
world is likely to view those elections
as valid. Now we see the Democratic
forces in Nicaragua weak and divided,
even though the daily flow of Nicara-
guans into neighboring lands and
Contra camps suggests that the people
of Nicaragua might well reject their
current masters in a free election.

And what do we see in the mining of
Nicaraguan harbors? Does anybody be-
lieve, Mr. President, that the executive
branch gave a thought to allied reac-
tion when British and Dutch ships
were struck by mines? Does anybody
believe that the executive branch con-
sidered, before it went ahead, that
Nicaragua might go to the U.N. Securi-
ty Council and the World Court to

gain a propaganda victory? Is there
any sign that the executive branch
ever considers how its own credibility
with Congress is damaged when it does
something like this and does not even
tell the committee that is defending
its policy on the floor of the Senate?

Most importantly, Mr. President,
one wonders whether Presidents and
their aides appreciate how each inept
exercise of power, of which this is cer-
tainly one, erodes their credibility
with the American people. This is not
the first executive branch to squander
that precious coin. But when, one won-
ders, when will they learn?

It was Thomas Jefferson who re-
quired us all to observe “a decent re-
spect to the opinions of mankind.”
Now that was not a call for inaction.
Rather, it was a call for coherent
policy, cogently presented. But as the
senior Senator from New York might
well have said in our collogquy last
week, a confusing newspaper interview
will not measure up to the Declaration
of Independence. And the Kissinger
report, which is the closest thing we
have to a coherent statement of Cen-
tral America policy, is all but ignored
by policymakers who mistakenly see
activism as only a short-term thing.

Mr. President, I have given condi-
tional support for the provision of

funds for the Nicaragua covert action
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program, despite my misgivings. Be-
cause I see good reasons to keep some
pressure on the Government of Nica-
ragua to change its policies, I voted
with the executive branch to defeat
four amendments on Nicaragua last
week, as well as one on Honduras and
eight on El Salvador. But it makes no
sense to support a self-defeating tactic,
and that is what the mining of Nicara-
guan harbors has become.

Our unseemly flight from World
Court jurisdiction is just one sign, but
perhaps the most telling sign, that the
mining tactic is a colossal loser. We all
know that other countries break inter-
national norms. Nicaragua’'s indiffer-
ence to the norm of leaving one's
neighbors alone is the reason that we
began this covert action in the first
place. But international law exists to
put limits on our behavior, even when
we are in conflict with others, in order
to preserve certain standards that ben-
efit us all.

And we, Mr. President, are the ones
who almost always benefit from inter-
national law. The World Court is not a
pack of guerrillas, or even a conclave
of liberation theologists. It is the
guardian of international standards
and tradition. It stands, very largely,
for what we believe in. So when the
United States runs away from the
court, we run away from those who
would hold us to our own standards of
conduct.

Such policy is foolishness, Mr. Presi-
dent, short-sighted foolishness. It
gives the appearance of arrogance,
even though I suspect that it is much
more the product of haste and des-
peration. And the great pity is that it
is unnecessary, a feckless aberration to
shore up an unwise tactic that serves a
policy that—ironically—is still worth
saving.

What shall we do in such a situa-
tion? What shall we save, and how?

First, Mr. President, let us clearly
state that this is not the fault of the
CIA. The Central Intelligence Agency
has been the faithful servant of our
policymakers. The CIA has imple-
mented its covert action very careful-
ly, with due attention to the Boland
amendment even before it was passed.
They may make mistakes from time to
time; they may have yet to learn how
to keep the Intelligence Committee up
to date on what is happening. But the
CIA is not responsible for policymak-
ers who will not coordinate covert
action with other elements of policy.
The CIA is not the agency that is sup-
posed to seize the opportunities that
overt or covert actions provide, to seek
a resolution of conflict. If we can bring
about a more rational policy, the CIA
will serve that policy as well.

Second, Mr. President, and here I
speak to my colleagues who join me in
concern over the mining issue, let us
not jettison a whole policy just be-
cause one aspect is ill-conceived. If we
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end the mining—and I think that we
would be well advised to do just that—
there will still be extremely troubling
arms flows into Nicaragua and El Sal-
vador. If we end the covert action—
and I think it would be wrong to do
that at this time—there will still be
Sandinista interference in its neigh-
bors’ affairs, while Nicaragua will still
lack the freedoms that the Sandinistas
promised nearly 5 years ago.

Let us tell the executive branch that
Congress would end this self-defeating
tactic of mining harbors, especially
when the mines affect our friends as
much as our foes, threatening civilian
cargoes as much as military ones. Let
us tell the executive branch that Con-
gress would not run frcm World Court
jurisdiction, like some criminal jump-
ing bail. Let us encourage the execu-
tive branch, instead, to make the best
case we can in both the World Court
and the court of world opinion, for
there is quite a case to be made that
Nicaragua's support for guerrillas and
terrorists warrants countermeasures.

Finally, Mr. President, let us call
upon the President and the executive
branch—loudly, if necessary—to get
our Central America policy in order.
Let us call for a true coordination of
means and objectives, for a policy that
will recognize the need for flexibility
in implementation and will not merely
push forward, willy-nilly, when the
possible adverse consequences of our
facts are so great. This President has
shown great sophistication on so many
issues, from social security to working
out budget compromises, that I am
sure he can bring that same skill to
our Central America policy. I truly
look forward to that great day.

Mr. MITCHELL. Mr. President, the
simple and plainly visible truth about
our covert assistance to the Nicara-
guan Contras is that the chief use to
which it is being put—an attempt to
overthrow the Government of Nicara-
gua—violates U.S. and international
law. That is a clear and undisputable
fact, evident to anyone who looks at
the record.

What the Reagan administration is
doing in Nicaragua is discrediting the
United States in the eyes of all those
who we ask to believe in respect for
the law.

It is undermining our efforts to call
the attention of the world and of our
own people to the fact of international
terrorism, and to condemn and combat
it.

In short, our covert assistance to the
Contras is destroying our credibility.
It is not difficult to see why.

This program, as it is being operat-
ed, violates article 2(4) of the Charter
of the United Nations, a multilateral
treaty ratified by the Senate. This
treaty prohibits the threat or use of
force against the territorial integrity
or independence of any state.
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It also violates article 15 of the
Charter of the Organization of Ameri-
can States, of which we and Nicaragua
are members. That treaty was also
ratified by this body. Article 15 bans
direct or indirect intervention in the
internal affairs of any member state.

As established by our Constitution,
all treaties made under the authority
of the United States are the law of our
land. A violation of such a treaty—
such as the U.N. and OAS charters—is
a violation of U.S. law. Our Govern-
ment has violated both of those trea-
ties and has broken our own law.

Moreover, in 1982 Congress enacted
a law prohibiting the use of funds by
the Central Intelligence Agency or the
Department of Defense “to furnish
military eguipment, military training,
or advice, or other support for military
activities to any group or individual
not part of a country’s armed forces,
for the purpose of overthrowing the
Government of Nicaragua or provok-
ing a military exchange between Nica-
ragua and Honduras.”

That is the law of this country. Yet
we are providing arms and money,
training and guidance to the Nicara-
guan Contras whose publicly professed
goal is to overthrow the Government
of Nicaragua.

In the past few weeks President

Reagan has made such ambiguous and
conflicting statements on our objec-
tives in Nicaragua that the majority
leader last week was impelled, under
the obvious pressure of then-pending
votes on this matter, to get the Presi-

dent's views in writing.

Despite this last-minute attempt at
clarification, what is and remains clear
is that the administration’s actions in
Nicaragua violate American law.

The direct participation of the CIA
in mining several harbors of Nicara-
gua, publicly disclosed late last week,
aggrevates the situation and makes
the U.S. action even more plainly ille-
gal. Mining a harbor is an act of war
and a violation of international law.

Let us not forget that Iran, in recent
months, has threatened to shut off
the Persian Gulf by mining the Straits
of Hormuz and its approaches. Repeat-
edly, President Reagan has expressed
his view that such action by Iran in-
volving these international waters
would violate international law and
could be considered an act of war.
Moreover, the President has empha-
sized that he would not rule out the
use of U.S. military force to respond to
such an eventuality.

How can the United States have this
policy with respect to Iran’s threats
while we act in a similar way by
mining Nicaragua's waters?

To make an already bad situation
even worse, the administration now
says that it will ignore the World
Court’s jurisdiction over matters re-
ferred to it involving U.S. actions in
the region.
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Although it may be technically legal
for the United States not to accept
World Court jurisdiction in matters in-
volving Central America, such an
action—taken in response to informa-
tion that Nicaragua is about to bring
charges against the United States—
makes a mockery of the rule of law.

However, there is a constraint
against the administration’s action re-
garding World Court jurisdiction, a
constraint it has violated. In August
1946, the United States accepted com-
pulsory jurisdiction of the Court. In a
report to the T79th Congress, the
Senate Committee on Foreign Rela-
tions unanimously said:

The resolution provides that the declara-
tion should remain in force for a period of
five years and thereafter until six months
following notice of termination. The decla-
ration might, therefore, remain in force in-
definitely.

The report then continued—and this
is the key sentence:

The provision for six months’ notice of
termination after the five-year period has
the effect of a renunciation of any intention
to withdraw our obligation in the face of a
threatened legal proceeding.

It is clear from this report that in
accepting the World Court’s jurisdic-
tion, we relinquished any right to
withdraw our acceptance as a result of
the bringing of a particular legal pro-
ceeding against us—as Nicaragua said
it will do on the harbor mining issue.
The administration’s announced inten-
tion where the Court is concerned
thus directly disregards and trans-
gresses a fundamental commitment
embodied in the Senate’s ratification
resolution and in our acceptance of
the Court's authority.

All of this amounts to cynicism
beyond any we have seen to date by
our Government in its actions and
statements in Central America.

What are we to make of this flouting
of law, of the intent of the Congress,
of the will of the people of this coun-
try, and of common sense?

What are we to believe when our
Government, stung by the death of
hundreds of U.S. marines in the
Middle East at the hands of terrorists,
nonetheless continues its support of
terrorists engaged in killing, in indus-
trial and economic sabotage, and in
the mining of the ports in Nicaragua?
Have we become a nation to whom the
ends justify any and all means?

Mr. President, there are many who,
faced with the facts and with the con-
tradictions between the words and the
deeds of our Government in Central
America, are now coming forward to
question, to criticize and to doubt. I
call on them to demonstrate that
there is no disparity between their
own words and deeds. The answer to
the questions I have asked here today,
in other words, lies in a vote to sup-
port their amendment to stop the
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unwise, unnecessary, and illegal
mining of Nicaraguan ports.

Mr. DENTON. Mr. President, I fully
understand the concern that many of
my colleagues have about the issue
that has been raised by the Senator
from Massachusetts. At the same time,
however, I am grievously disturbed by
the tendency of many of my col-
leagues to rush to judgment on this
issue, as on many other contentious
issues of foreign and defense policy.
One thing that life teaches, both per-
sonal life and public life, is that deci-
sions made hastily and in heat are bad
decisions more often than not.

I have spoken on this floor on many
occasions about the evils that ensue
when we try to conduct our foreign
policy with 536 Secretaries of State,
when one is sufficient to the chal-
lenge. It is all the more the case be-
cause that one is probably better in-
formed and advised about the details
of our foreign relations than are all
the 535 others taken together.

We forget, in our debates in this
body, that we derive our position from
& constitutional system that has
served our country well for nearly 200
years. It is a system that gives the
Senate of the United States a particu-
lar position of power, Mr. President,
but also one of responsibility, Mr.
President, of responsibility.

The Senate has power and responsi-
bility to oversee the conduect of foreign
affairs, to provide advice and consent,
but the Constitution eonfers upon the
President the authority and the re-
sponsibility to conduct the foreign re-
lations of our country. Indeed it man-
dates that he do so. We in the Senate
tread upon dangerous, dangerous
ground when we interfere with the au-
thority and the responsibility of the
President. When we decide to do, and
it should be rarely, it should be cooly,
after careful study, consideration, and
examination of all the information
that we can obtain.

The amendment before us has none
of the hallmarks of such a process. It
can do nothing other than to serve as
an outlet for emotion and to send a
message. Unfortunately, it would send
a message to the wrong people.

I hope that we have the good sense,
Mr. President, to realize that the mes-
sage will be conveyed primarily to
those who seek to exploit our division
and our distress, that it will cheer our
enemies and dishearten our friends,
that it will confuse and dismay the
American people, that it will promote
no good but that it will precipitate
great harm. For that reason alone, al-
though there are other reasons, we
should defeat it.

Mr. President, I understand the seri-
ousness of the issue. I am willing, if
that is the will of the body, to engage
in factfinding, in analysis, in debate,
and in legislation about our policy in
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Central America. If we are to do that,
however, let us do it properly, guided
not by our er otions or by the partisan
attractions of an election year but by
our responsibilities as Senators and as
elected leaders of our country. I urge
my colleagues on both sides of the
aisle, colleagues whom I know are
thoughtful, serious, and responsible
Senators, to lay aside the temptation
to vent emotion, and to defeat the
amendment before us.

Thank you, Mr. President.

Mr. LEVIN. Mr. President, I am
deeply worried about our country’s ac-
tions and policies regarding Nicaragua.
The reports that we are responsible
for the mining of Nicaraguan harbors
and territorial waters cause me deep
concern. These actions are shortsight-
ed and ultimately self-defeating.

We have responsibilities in Central
America. We have a responsibility to
help those countries that desire and
request our help. We have a responsi-
bility to aid El Salvador to achieve sta-
bility and conduct meaningful free
elections. But, our reported actions
toward Nicaragua are not a fulfillment
of our responsibility, but rather an ab-
rogation of that responsibility.

Our responsibility as a nation and as
a member of the world community is
to adherc to the rule of law. Partici-
pating in the mining of the waters of a
nation with which we are not at war is
not adhering to the rule of law.

QOur Nation can no longer hide
behind the fiction that we are simply
funding people who may have a differ-
ent ultimate goal than we do. We can
no longer hide behind the fiction that
we are not actively responsible for ac-
tions that are judged by many to be an
act tantamount to war.

Our responsibility is to meet the le-
gitimate needs of our friends in the
region. Mining the harbors and terri-
torial waters of a nation with which
we have full diplomatic relations is not
the legitimate way to do it. Indeed, it
is ultimately counterproductive.

Such actions confirm the worst fears
of our friends in the region and in the
rest of the world. Not only do they vio-
late our best traditions and aspira-
tions, they ignore history.

This heavy-handed behavior will not
help us achieve our goal of a stable
region free of Soviet influence. It will
only gradually reduce our own influ-
ence. We should step up to our respon-
sibility and adopt this amendment.
UNDERMINING UNITED STATES-LATIN AMERICAN

FRIENDSHIP
® Mr. MELCHER. Mr. President, the
failure of the United States to notify
Mexico, Venezuela, Colombia, and
other Central and South American
countries that we were providing the
mines and assisting in laying them in
Nicaraguan harbors will especially
hurt our relations with our friends
and trading partners of this hemi-
sphere. There should be a special re-
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sponsibility to them stemming from
the Monroe Doctrine, the Rio Treaty,
and the Organization of American
States. This action of participating in
mining harbors in a country where
their ships might be damaged is an-
other blow to common neighborliness
that has brought U.S. policies toward
Latin American countries in ill repute
as a callous disregard of their vital in-
terests.

The stated policy of the Contadora
groups—Mexico, Venezuela, Colombia,
and Panama—has been to dissuade the
United States from military action in
Central America. Other Latin Ameri-
can countries have quietly expressed
similar views. This comes at a time
when most Latin American countries
are hard pressed economically and are
attempting to work out conditions for
loans through the International Mon-
etary FPund and private banks, many
of which are American. It takes cour-
age for them to voice objections to ad-
ministration policies.

To have ships from their country
damaged by the mines the United
States made and assisted in laying in
Nicaraguan harbors is adding insult to
injury. This is a serious act of war. In
my judgement it is wrong.

Not to notify friends and allies is a
serious blunder admitted even by
many who approve the action.

Whatever else can be said—and
there is a great deal more that will be
said—the sum and substance of the
blunder is that the administration
cannot defend its action. Unless the
President wants to ask for a declara-
tion of war, the best thing he can do
now is to order the CIA to hire the re-
moval of each and everyone of the
mines.

The President can give the order to
the CIA overtly or covertly. The
friends we have in this hemisphere
will be relieved.@

ORDER OF BUSINESS

Mr. BAKER addressed the Chair.

The PRESIDING OFFICER. The
majority leader is recognized.

Mr. BAKER. Mr. President, the mi-
nority leader needs time to conduct
his clearing process. In order to do
that, 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. With-
out objection, it is so ordered.

Mr. BYRD. Mr. President—

The PRESIDING OFFICER. The
minority leader.

Mr. BYRD. Mr. President, our
people have been contacted. We find no
objection.
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The PRESIDING OFFICER. Is
there objection?

Mr. KENNEDY. Mr. President, re-
serving the right to object, as the ma-
jority leader stated, the second provi-
sion dealing with court jurisdiction, as
a result of this proposal, will be vitiat-
ed. I just wanted to mention that al-
though that is the effect of the major-
ity leader's amendment, and I under-
stand that and will accede to it, I also
want to indicate that, after the roll-
call, I intend to send to the desk a res-
olution (S.J. Res. 271) incorporating
that provision and ask for it just as ap-
propriate reference. It will not be in-
corporated in this legislation, but I
just want to indicate that we want to
have an opportunity to vote on that
issue.

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

Mr. BAKER. Mr. President, I thank
the Chair. I ask for the yeas and nays.

The PRESIDING OFFICER. Will
the majority leader defer to permit
the Chair to place the pending busi-
ness before the Senate?

Mr. BAKER. Yes, Mr. President.

MISCELLANEOUS TARIFF TRADE
AND CUSTOMS MATTERS

FEDERAL BOAT SAFETY ACT AMENDMENT

The PRESIDING OFFICER. The
clerk will state the pending business.

The assistant legislative clerk read
as follows:

A bill (H.R. 2163) to amend the Federal
Boat Safety Act and for other purposes.

The Senate resumed consideration
of the bill.

AMENDMENT NO. 2905, AS
MODIFIED—DIVISION I

At the appropriate place in the Dole
amendment, add the following new section:

“Sec. . It is the sense of the Congress
that—

“(2) No funds heretofore or hereafter ap-
propriated in any Act of Congress shall be
obligated or expended for the purpose of
planning, directing, executing, or supporting
the mining of the ports or territorial waters
of Nicaragua.

Mr. BAKER. Mr. President, I ask for
the yeas and nays on the first division
of the Kennedy amendment.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.

Mr. BAKER. Mr. President, before
we vote, let me ask this question:
Under the order previously entered,
the only question pending is the first
division. The second division, by the
order, has been withdrawn. Is that cor-
rect?

The PRESIDING OFFICER. That is
correct.

Mr. BAKER. I thank the Chair.

The PRESIDING OFFICER. The
question is on agreeing to the first di-
vision of the amendment of the Sena-
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tor from Massachusetts. The yeas and
nays have been ordered. The clerk will
call the roll.

The assistant legislative clerk called
the roll.

Mr. STEVENS. I announce that the
Senator from Mississippi (Mr. CocH-
RAN) and the Senator from Maryland
(Mr. MATHIAS) are necessarily absent.

1 further announce that, if present
and voting, the Senator from Mary-
land (Mr. MATHIAS), would vote “yea”.

Mr. CRANSTON. I announce that
the Senator from Texas (Mr. BENTSEN)
and the Senator from Colorado (Mr.
HART) are necessarily absent.

The PRESIDING OFFICER (Mr.
JEPSEN). Are there any other Senators
in the Chamber who wish to vote?

The result was announced—yeas 84,
nays 12, as follows:

[Rollcall Vote No. 59 Leg.]

YEAS—84
Garn
Glenn
Gorton
Grassley
Hatfield
Hawkins
Heflin
Heinz
Hollings
Huddleston
Humphrey
Inouye
Jepsen
Johnston
Kassebaum
Kasten
Eennedy
Lautenberg
Laxalt
Leahy
Levin
Lugar
Matsunaga
Mattingly
McClure
Melcher
Metzenbaum
Mitchell

NAYS—12

Hatch Symms

Hecht Thurmond

Helms Tower

Long Wallop
NOT VOTING—4
Bentsen Hart
Cochran Mathias

So divison I of Mr. EKENNEDY'S
amendment (No. 2905), as modified,
was agreed to.

Mr. KENNEDY. Mr. President, I
move to reconsider the vote by which
the amendment was agreed to.

Mr. BYRD. Mr. President, I move to
lay that motion on the table.

The motion to lay on the table was
agreed to.

Abdnor
Andrews
Armstrong
Baker
Baucus
Biden
Bingaman
Boren
Boschwitz
Bradley
Bumpers
Burdick
Byrd
Chafee
Chiles
Cohen
Cranston
D'Amato
Danforth
DeConcini
Dixon
Dodd
Domenici
Durenberger
Eagleton
Evans
Exon

Ford

Moynihan
Murkowski
Nickles
Nunn
Packwood
Pell
Percy
Pressler
Proxmire
Pryor
Quayle
Randolph
Riegle
Roth
Rudman
Sarbanes
Sasser
Simpson
Specter
Stafford
Stennis
Stevens
Trible
Tsongas
Warner
Weicker
Wilson
Zorinsky

Denton
Dole

East
Goldwater

SENATE SCHEDULE

Mr. BYRD. Mr. President, I have
had several inquiries from my side,
from my colleagues, Senators who
wish to know what the program will be
for the remainder of today, for tomor-
row, and the remainder of the week.

So I ask the majority leader if he is
in a position to enlighten us.

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

CONGRESSIONAL RECORD—SENATE

Mr. President, the chairman of the
Finance Committee is here, and as
strange as it may seem, we are now
back on the tax bill.

If the minority leader will yield for
that purpose, I inquire of the chair-
man of the Finance Committee how
long he plans to work tonight and
what he sees in prospect for the future
consideration of this measure,

Mr. BYRD. Mr. President, I so yield.

Mr. DOLE. Mr. President, I do not
see much purpose in going beyond
midnight tonight. We can put in a full
day tomorrow, Thursday, and Friday.

I say this in all seriousness. I said it
at the Republican policy luncheon. I
think a lot of the amendments that
Members may have we might be able
to work out.

So unless they just wish to have a
surprise party, if they will let us know
what they have in mind, we will be
glad to take a look at them.

There are not that many amend-
ments. I know there will be some.

The Democrats may have a substi-
tute or a package. We may have one
on this side.

But beyond that, I know the distin-
guished Senator from Ohio (Mr. METZ-
ENBAUM) has a number of amend-
ments.

But I really wish to work awhile to-
night and see if we cannot dispose of a
lot of them and obviously make some
pretty good time. We may not have to
go beyond midnight.

Mr. BAKER. Mr. President, I thank
the chairman of the committee.

If the minority leader will continue
to yield to me, I guess what that
means is we are going to be here
awhile tonight and tomorrow on this
bill as well.

Let me state my objective.

The leadership on this side wishes to
finish the amendment which is the tax
bill before we go out for the Easter
recess, and in all fairness I doubt we
can get any further than that and
maybe cannot get that far.

But I have asked for the House of
Representatives to send us an adjourn-
ment resolution that will permit the
adjournment of the Senate from
either Thursday or Friday, depending
on when we finish our work, and the
objective is to try to finish the tax bill
portion of the boat bill before we go
out.

In answer to the minority leader, I
expect us to be late tonight. The
chairman of the finance Committee
said a full day tomorrow. I do not
quite know what that means tomorrow
evening. But if I were to guess, I would
anticipate past the dinner hour. And
then we will see where we go from
there.

Mr. BYRD. Could the majority
leader reveal anything concerning his
plans, if he has plans, with respect to
Thursday?

Mr. BAKER. Yes, Mr. President.
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Mr. BYRD. I have inquiries particu-
larly that go to that date.

Mr. BAKER. Yes, Mr. President. I
understand that, and I know some
Senators on both sides of the aisle are
anxious to be a part of the official del-
egation to attend the funeral services
of our former colleague, Senator
Frank Church. And I have encouraged
Members to do that, notwithstanding
that I cannot give them the assurance
that they will be absolutely protected
from votes. I am going to do my best,
and I am sure the minority leader and
I can work hard on that to try to keep
the number of votes Thursday down
to a minimum.

But I simply cannot in good con-
science and in my responsibility to the
managers of this bill say there will be
no votes on Thursday.

So on Thursday I would expect us to
be in session working on the tax bill,
but there will be votes, although we
will make our best effort to see that
there is not an avalanche of votes.

Mr. BYRD. Mr. President, the ma-
jority leader has been very open and
patient.

I inquire if it is his intention for the
Senate to be in session on Friday.

Mr. BAKER. Yes, Mr. President, de-
pending on how we get along with the
tax bill. If we finish the tax bill before
Friday, I would not plan to go further.
But once again I urge Senators to con-
sider in making their plans that there
is a high probability that we will be in
on Friday.

Mr. BYRD. 1 thank the majority
leader.

May I ask the majority leader
whether or not the Senators on his
side of the aisle are prepared to call up
amendments tonight?

I know Senator METZENBAUM has a
number of amendments, but I am sure
that he does not want to go with his
amendments ad infinitum without
having other Members go in the mean-
time with their amendments.

Mr. BAKER. Mr. President, I am
told by the the chairman of the com-
mittee that there are amendments on
this side and that he is willing to work
out a scheme of things so that we can
present them in an orderly way.

Mr. BYRD. I thank the majority
leader.

Mr. BAKER. I thank the minority
leader.

The PRESIDING OFFICER. The
Senator from Kansas is recognized.

Mr. DOLE. Mr. President there are
some amendments, and I think the dis-
tinguished Senator from Arizona, Sen-
ator GOLDWATER, had an amendment
he wished to offer and we would have
an exchange on. We might be able to
do that now if it is all right with the
Senator from Arizona. We have the
material. Then we could go to other
amendments, and I hope that Mem-
bers who may be listening, if they
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have amendments, will be prepared to
offer those amendments.

Again, as I have indicated in the
past, if there are Members who have
questions or wish to discuss a probable
potential amendment, we would be
happy to do that. We have staff avail-
able on each side of the aisle.

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

Mr. DOLE. I yield to the distin-
guished Senator from Arizona.

FIRPTA WITHHOLDING

Mr. GOLDWATER. Mr. President,
the deficit reduction legislation before
us contains a relatively minor techni-
cal provision that would establish a
withholding scheme to enforce a 1980
law known as FIRPTA, the Foreign
Investment in Real Property Tax Act.

I had intended to offer an amend-
ment to strike FIRPTA withholding,
but, I understand the chairman of the
committee, Senator DoLE, and Senator
WaLLop, the chairman of the Energy
and Agricultural Taxation Subcommit-
tee, are both agreeable to scheduling a
hearing before the end of this year on
the matter of FIRPTA itself. I will not
offer the amendment but, I do have
some comments to make about
FIRPTA, including the withholding
scheme.

FIRPTA withholding has been re-
jected by the House of Representa-
tives at least three times in the last 4
years. Congressman CoNABLE, the
ranking Republican on the House
Ways and Means Committee, has an-
nounced that he will soon introduce a
bill with other members of that com-
mittee to repeal FIRPTA. I introduced
a FIRPTA repeal bill last year, S.
1915.

So, I suggest the withholding provi-
sion is going nowhere in the House
even if we pass it over here. The
House understands that a withholding
tax on land sales is bad. It is impracti-
cal. It is harmful to needed investment
in U.S. real property.

Mr. President, I think we should
have a hearing on what this Nation
has to gain or to lose by a FIRPTA
withholding requirement and from
FIRPTA itself. I know of several tax
experts and real estate specialists, who
would like to testify to the great
damage they see in FIRPTA. So, in-
stead of adding a withholding scheme,
I hope the chairman of the committee
or proper subcommittee would agree
with me to remove the witholding lan-
guage from this large tax package and
schedule an early hearing on the
whole subject of FIRPTA.

Now, Mr. President, I will discuss
some of the problems with FIRPTA
withholding. It simply will not work in
the field of real estate. How do you
impose a withholding tax on a 40-year
mortgage or a promissory note secured
by land? Who has the burden of with-
holding the tax? Not the foreign na-
tional who sells the land. The adminis-
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trative hassle will be dumped on one
of several financial or real estate
agents who represent the person who
buys the land. It is the buyer and any
of his agents in the transaction who
will be loaded down with the responsi-
bility of determining how much tax
should be withheld and whether the
seller is a foreign national or not.

But, in order to know how much tax
to withhold, the buyer has to know
what the tax basis of the seller is. How
often do you think the seller is going
to let the buyer know exactly how
much profit he is raking in from the
deal? Also, I would ask, where is the
buyer or his agent supposed to get the
money from if the tax liability of the
seller exceeds the amount the buyer
will pay as a downpayment or as the
initial consideration for the sale?

The committee bill imposes a puni-
tive rate of withholding tax, 28 per-
cent of the gross sales price in the case
of a foreign corporate seller and 20
percent of the gross sale price in the
case of a foreign individual, partner-
ship, estate or trust. This withholding
system, in effect, assumes that the
entire sales price is profit. These rates
would set a withholding tax which
normally will be far in excess of the
actual U.S. capital gains tax on the net
profits involved.

The Secretary of the Treasury can
limit withholding to the maximum tax
liability of the seller on a case-by-case
basis, but the buyer, who is the with-
holding agent, cannot know what the
seller’s true liability is. And, I would
like to point out that the withholding
provision would not apply only to a
handful of multimillion-dollar transac-
tions. We are talking about real estate
transfers that are typical of resales of
homes in many parts of the country,
all sales where the gross price exceeds
$200,000.

Next, I believe the withholding pro-
vision gives too much authority to the
Treasury Department. The provision
does not replace the present reporting
requirements of FIRPTA. The Treas-
ury would retain full discretion to im-
plement a portion or all of the
FIRPTA reporting requirements at
the same time that FIRPTA withhold-
ing would go into effect. The original
justification for reporting was as a
means of insuring compliance with
FIRPTA. However, this is the same
purpose which withholding has, and
there is no ground for having a dual
enforcement mechanism with duplica-
tive administrative burdens on both
the seller and buyer of real estate.

Mr. President, the removal of
FIRPTA withholding will not reduce
the revenue projections made for the
pending deficit legislation. The report-
ing provisions will remain intact. And,
FIRPTA will remain on the books.
Any increased revenues would go to
the Treasury because of FIRPTA, not
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because of this new withholding
system.

With or without the withholding
provision, FIRPTA will not raise much
revenue in the next 2 or 3 years.
FIRPTA is inapplicable to a great
many real property transfers because
of the benefits given by several of the
42 reciprocal tax treaties which our
country has with other nations, many
of which apply to other areas, includ-
ing former colonies of our treaty part-
ners. The original FIRPTA law provid-
ed that these treaties would remain in
effect until 1985 at which time the
statute will automatically supersede
the treaties, unless a new treaty is ne-
gotiated. In this case the tax exemp-
tions and benefits of the old treaties
will stay in effect for up to 2 more
years.

Not only is it impossible to deter-
mine just what land transactions are
subject to FIRPTA until the status of
these treaties is known at the end of
this year, but the Treasury Depart-
ment keeps changing its proposed
rules interpreting FIRPTA. The first
regulations were not issued until Sep-
tember 21, 1982, and then a complete-
ly new set of proposed regulations
were published on November 28, 1983,
with a comment period after that
date. The final regulations have still
not gone into effect, which reveals just
how difficult it is to administer this
law.

Mr. President, I would like the Fi-
nance Committee to look into the
question of whether FIRPTA is caus-
ing harm to the American economy.
For, in my opinion, it is preventing in-
vestment in many American communi-
ties that need it. It is blocking the de-
velopment of many real estate and
commercial facilities that would add
jobs for Americans in our own coun-
try. It discriminates against a small
group of passive foreign investors in
land, nonresidents not engaged in a
trade or business, while it excludes
almost all foreign investment in stock
issues of U.S. corporations. Foreign
persons hold nearly $81 billion worth
of the total stock of private American
firms, 7 percent of U.S. private stocks
and, yet, they are exempt from any
capital gains tax. But, foreign owners
who hold less than 1 percent of U.S.
agricultural lands, worth no more
than $4 billion, are not exempted.

Another unfairness of FIRPTA is
that it penalized foreign investors ret-
roactively. It applies to lands acquired
before the law was enacted.

Most importantly of all, FIRPTA
puts the United States at a serious dis-
advantage with other countries which
are promoting and encouraging for-
eign investment with every attraction
they can think of, including giving
privileged immigration visas to for-
eigners who make sizable investments.
Every country but our own is trying to
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attract capital, while we are mindless-
ly chasing away investors.

We in this country need capital. We
need it badly. Land is the form we
should encourage foreign investment
to take. It is stable. It is immobile.
Foreigners cannot pull their assets out
at a moment’s notice, as they can a
bank account.

To sum up, I think it would be wise
for the committee to hold a hearing
on this matter so that we might work
out a reasonable solution, I ask the
chairman if he is willing to schedule
such a hearing at an early date?

Mr. DOLE. Yes, I see no problem
with holding a hearing on FIRPTA
this year and I will agree with the
senior Senator from Arizona to do so
at a mutually convenient time. I un-
derstand that the Senator from Wyo-
ming (Mr. WarLor), who is the author
of FIRPTA, agrees as well that it
would be proper and useful to hold a
hearing to examine FIRPTA and that
the hearing should be set as early as
we can arrange it this year.

Mr. GOLDWATER. With that assur-
ance on behalf of both the chairman
and Senator Warropr, I will not press
the amendment. I look forward fo ex-
ploring this subject in depth at some
time this year because I think it is
very important to our economy.

Mr. DOLE. Mr. President, let me re-
spond to the distinguished Senator.

We will promise the Senator at this
time we will have hearings. We will ex-
plore it fully, and we hope we can
work out some satisfactory accommo-
dation.

Mr. GOLDWATER.
friend from Kansas.

It is a very important amendment to
me, to my State, and to many other
States in the Union because it will
allow the easier disposal of items that
are now controlled by this, and if we
can reach an agreement on doing away
with it, it will be a great help.

I thank my friend from Kansas very
much.

Mr. DOLE. I thank my distinguished
colleague.

As 1 understand, the Senator from
California (Mr. WiLsoN) wishes to
make a statement at this time. I yield
the floor for that purpose.

Mr. WILSON. I thank the distin-
guished Senator from Kansas.

Mr. President, we are now on the tax
bill, and it is imperative that we give
that early and full attention, but I do
ask for a minute of this body’s time
before we have departed entirely from
the subject of the vote just taken to
consider really the meaning of that
vote when taken in the conjunction
with several votes last week, which
this body expressed the sense of the
Senate, not through a resolution but
through an act of Congress appropri-
ating money for a regrettable necessi-
ty which some have come to call
covert activity.

I thank my
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Mr. President, I will take little time.
I will say simply that in what we have
just done we have tried to tailor a re-
sponse in a way that will prevent
covert activity from doing harm to
those who should not in fact find
themselves the target of that kind of
attention.

But, Mr. President, far more immor-
al than the mining of harbors with the
possibility of indiscriminate damage to
noncombatant vessels is the virtual
certainty that innocent men, women,
and children in El Salvador have been,
are being, and will continue to be
slaughtered by terrorists armed and
directed from Nicaragua with weapons
brought to those terrorists by Soviet
and Cuban freighters making port in
Puerto Sandino or Corinto.

Mr. President, what we have said is
that we do not wish to be indiscrimi-
nate, that instead we wish that the re-
sponse be carefully targeted. But if it
is the sense of the Senate that funds
not be spent for such indiscriminate
mining, I think we need to remind
those who seek to interpret this vote
that it is also the sense of the Senate,
as expressed by votes last week that
the United States continues to support
activity that is accurately focused
upon the interdiction of the shipment
of materiel that otherwise will permit
the continued terrorism sponsored by
the Sandinista regime, the continued
death and mutilation of innocent men,
women, and children in a nation that
is struggling to achieve democracy
against the heaviest of odds.

I think in doing that we keep faith
with the vision expressed by a Presi-
dent, who, in this century, saw that we
enjoyed the potential for a special re-
lationshp with those neighbors south
of the border and, indeed, owed them
a special obligation. That, I think, is
what John F. Kennedy meant in his
first inaugural address when he said to
our friends south of the border:

We offer a special pledge to convert our
good words into good deeds in a new alliance
for progress to assist free men and free gov-
ernments in casting off the chains of pover-
ty. But this peaceful revolution of hope
cannot become the prey of hostile powers.
Let all our neighbors know that we shall
Join with them to oppose aggression or sub-
version anywhere in the Americas and let
every other power know that this hemi-
sphere intends to remain the master of its
own house.

I think that he was speaking, Mr.
President, to those people in the huts
and villages across the globe strug-
gling to break the backs of mass
misery. It was to them that he pledged
the best of American efforts to help
them help themselves for whatever
period required. And, as he said, it was
not because the Communists may be
doing it, not because we seek their
votes, but because it is right. If a free
society cannot help the many who are
poor it cannot save the few who are
rich. But it was after saying that that
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he said that we dare not allow this
peaceful revolution of hope to become
the prey of hostile powers.

Mr. President, I think President
Kennedy would have been immeasur-
ably heartened if he could have joined
the U.S. observer team that witnessed
the Salvadoran elections two Sundays
ago. He would have seen that peaceful
revolution of hope of which he spoke
coming into being, not yet in being,
but struggling to gain that foothold so
that its people can enjoy what we take
for granted.

In order that it not become the prey
of hostile forces, it is a regrettable ne-
cessity on the part of the United
States that we continue to fund activi-
ty which we might wish unnecessary.
It is necessary exactly as John Kenne-
dy foresaw on that cold January day
when he took the oath of office when
he advised us as to our duties in this
hemisphere.

Mr. President, that is the meaning, I
think, of this resolution, taken in con-
junction with those votes to appropri-
ate moneys, to see to it that this
peaceful revolution not become the
prey of hostile powers.

I thank my friend from Kansas for
this time and relinquish the floor to
him.

OLYMPIC CHECK-OFF ACT

Mr. DOLE. Mr. President, I want to
take this opportunity to bring to the
attention of my colleagues the need
for additional funds to support Ameri-
ca's disabled athletes. The Committee
on Sports for the Disabled, a commit-
tee established by the Amateur Sports
Act of 1978 to provide increased oppor-
tunities for individuals who are dis-
abled to participate in sports training
and competition, has indicated that,
unless the U.S. Olympic Committee
(USOC) obtains additional funds in
the future, it is very doubtful that
even the modest budget on sports for
the disabled can be supported. This
means that the urgent needs of the
following organizations will not be
met:

American Athletic Association of the
Deaf;

National Association of Sports for
Cerebral Palsy;

National Handicapped Sports and
Recreation Association;

National Wheelchair Athletic Asso-
ciation;

U.S. Amputee Athletic Association;

U.S. Association for Blind Athletes;

Special Olympics.

It troubles me that of the $80.2 mil-
lion raised for the U.S. Olympics be-
tween 1980-84, only $600,000 was allo-
cated to handicapped sports, Given
the fact that approximately 20 per-
cent of the participants in amateur
sports are involved in sports for the
disabled, a more realistic apportion-
ment of public contributions is in
order.
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Mr. President, I have been assured
by the USOC that passage of Senate
bill 8. 591, the United States Olympic
Check-Off Act, will provide the eco-
nomic tool to support expansion and
improvement of sports opportunities
for disabled persons in the United
States. For the 35 million physically
limited people in the United States,
athletics bring the same reward sports
do for the able-bodied. I support the
USOC’s commitment to bringing op-
portunities undreamed of only a few
years ago for disabled individuals to
participate in active competitive
sports.

Mr. MOYNIHAN, Mr. President, I
rise today to speak some words of sup-
port for the Deficit Reduction Act of
1984.

Can we not agree that this is worthy
legislation? Surely, we can agree that
this legislation is necessary, if we are
to stem the unprecedented growth of
Federal deficits and the public debt,
and begin to repair the ruin of the
Federal fise brought about by the poli-
cies of recent years.

The Senate Finance Committee has
been working on this legislation since
last October, trying to address two
critical problems: A stream of project-
ed deficits of $200 billion or more, ex-
tending, in David Stockman’s phrase,
“as far as the eye can see'; and the
prodigious growth of tax shelters,

which is enabling some of the most af-
fluent among us to avoid any tax li-
ability. In short, we must close the
deficit, and we must do so equitably.

DEFICITS

The Federal deficit is the single
most important and immediate prob-
lem facing the American economy. We
must take decisive action now, this leg-
islation is a beginning—but only a be-
ginning. On President Reagan's inau-
guration day, January 20, 1981, the na-
tional debt accumulated over 192 years
by 38 Presidents stood at $940.5 bil-
lion. In the next 1,000 days, the na-
tional debt increased by half. If the
President should serve a second term
and his current policies stay the
course, the debt, as currently forecast
by the Congressional Budget Office,
will nearly have tripled in 8 years. By
1989, according to the Congressional
Budget Office, the annual budget defi-
cit will reach $320 billion and total
Federal debt will exceed $2.5 trillion.

In that year, 1889, the annual inter-
est payment on the enormous national
debt will reach $207 billion. Nearly
one-half of all Federal receipts from
the personal income tax will be re-
quired just to pay this interest. We
will not be able to raise taxes fast
enough, or cut programs deep enough,
to keep up with these interest pay-
ments. The men and women of Amer-
fca who work for wages will be paying
this interest with their taxes, to pay
those who own Federal securities—
large corporations, major banks, pen-
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sion funds, and individuals with large
sums to invest in Treasury securities.
If we do not stop this explosion of the
Federal deficit and debt, the burdens
of this debt service will mean a serious
redistribution of wealth, one largely
unplanned and unanticipated, from
the working men and women of Amer-
ica to its bondholders.

It would be some small comfort, at
least, if all these securities were held
by fellow Americans. But according to
recent estimates by Morgan-Stanley &
Co., increasing proportions of our na-
tional debt are owned abroad, and by
the late 1980's upwards of $30 billion a
vear in interest payments, will go over-
seas. These payments, of course, do
not reduce our debt but only keep it
from growing larger.

These vast increases in the Federal
deficit and debt are due, simply stated,
to the failed economic theories ad-
vanced and followed by the adminis-
tration, to Laffer curve economics that
promised to balance the budget by cut-
ting taxes and increasing spending. Ac-
cording to the President’s 1985 budget,
the President’'s 1981 Tax Act will cost
the Treasury more than $91 billion in
revenues in 1983, $133 billion more in
1984, and $165 billion in 1985. Over
the 5-year period, 1983 to 1987, the
1981 Tax Act will cost the Treasury
more than $800 billion, by the admin-
istration’'s own estimates.

Who has benefited? Where have
these revenues gone? According to an
analysis this past month by the Con-
gressional Budget Office, the net
effect of the President's 1981 and 1982
Tax Acts for Americans earning less
than $10,000 annually, on average, is a
tax reduction of about $20 this year.
The average tax liability for Ameri-
cans earning $80,000 or more, however,
will be reduced this year by about
$9.070—enough to buy a $10,000 U.S.
Treasury security at today’s interest
rates.

This regressive redistribution of
wealth—tax cuts for the most affluent
and rising interest bills on the result-
ing debt for the average wage earner—
is only part of the story of Reaganom-
ics. Huge Pederal borrowing helps
keep interest rates high, and these
rates have attracted increased invest-
ment from abroad. As a result, the
dollar is “strong’: The value of the
dollar has risen about 40 percent on
the world’s foreign exchange markets.
But this means that the cost for U.S.-
made goods on the world market has
risen some 40 percent, while the cost
of foreign-made goods here has de-
clined by about a third. Is it any mys-
tery that this year, the U.S. trade defi-
cit will approach $110 billion? The
Chairman of the International Trade
Commission, Alfred Eckes, has esti-
mated that every $1 billion increase in
the trade deficit costs the U.S. econo-
my 25,000 new jobs. The increase in
the trade deficit from 1983 to 1984,

8547

then will cost American workers
1,235,000 new job opportunities this
year alone. And there is no end in
sight, because interest rates are con-
tinuing to rise. The Federal funds
rate, the prime rate, and the Federal
Reserve’s discount rate all have risen
in the last 2 weeks.

Something must be done to close
these deficits, and the Deficit Reduc-
tion Act of 1984 is a beginning. But
not enough. If we are to preserve our
economic welfare, and our Nation’'s
economic position in the world, we
must do far more. Fiscal restraint is no
longer one ideological option among
several. Today, it is compelling
common sense.

TAX SHELTERS

The matter at hand is not simply
how much revenue to raise, but how to
raise it. It is fair to say that half of
the present problem with the tax
system is that potential tax revenues
are not being collected. The Treasury
recently reported that less than half
of the money earned by Americans is
subject to any income tax. The rest is
sheltered, deducted, hidden, or other-
wise avoided. The real project before
us is not so much raising taxes, but
rather collecting tax on income
earned. This legislation represents a
genuine step toward tax reform, so we
can collect the needed revenues.

This is not a surprise. In August
1981, after passage of the President's
huge tax cut, William Nordhaus, a
member of President Carter's Council
of Economic Advisers and a distin-
guished professor of economics at Yale
University, wrote in the New York
Times that this act heralded the end
of tax reform. I asked the Times for
an opportunity to reply, and wrote a
small piece called, “Tax Reform
Lives.” The 1981 Tax Act, I argued, in-
stead heralded the beginning of a new
era of tax reform for one simple
reason: The Treasury soon would he
bare, and every loophnle would have
to be closed just to raise needed tax
revenues.

As April 15 approaches once again, it
is especially pertinent and important
to reexamine our tax system. Unlike
other tax systems throughout the
world, ours is an essentially voluntary
one, a “self-assessing” one to use the
parlance of tax lawyers. The American
taxpayer, not the Government, de-
clares what his income is, what ex-
penses he has incurred, and what he
owes the Internal Revenue Service.
The Government writes the tax law,
but from that point on is not actively
involved at all—save for the audits of a
mere 1.5 percent of all tax returns.

Canadian taxpayers, for example,
provide their income data to the Gov-
ernment, and it is the Government
which then analyzes the information
and tells Canadian citizens what they
owe.
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Our tax system relies upon the
American taxpayer to provide the ap-
propriate information and analysis to
the Government. This ftax system
works here, because Americans are
honest and because Americans believe
their Tax Code is fair.

The current proliferation—epidemic
is not too harsh a word—of tax shel-
ters is threatening this carefully bal-
anced system. Tax shelters are invest-
ments designed to enable a taxpayer
to reduce his taxable incomes by more
than the amounts he invests. The
sharp increase in these tax avoidance
arrangements since the Economic Re-
covery Tax Act of 1981 is undermining
the public’s perception of the basic
fairness of our tax system.

We accede to this erosion at our own
peril. As President Abraham Lincoln
once said:

Public sentiment is everything. With
public sentiment nothing can fail; without it
nothing can succeed.

On an issue as fundamental to our
Nation’s well-being as taxes—the
means by which we finance everything
our Government does—failure cannot
be allowed.

This is not a minor, or idle, matter.
Tax sheltering activities are increasing
in both number and volume. According
to a recent report by the Joint Com-
mittee on Taxation, taxpayers invest-
ed approximately $8.4 billion in public-
ly registered tax advantaged invest-
ments in 1983, a 53-percent increase
over the $5.5 billion invested in 1982.
Some of these investments represent
real capital formation, but the data in-
dicate a sharp increase in the volume
and amount of abusive tax shelters as
well.

The total cost to the Treasury, to or-
dinary taxpayers, of these tax shelters
is large, although hard to estimate
with precision. Last year, the Internal
Revenue Service examined 95,000 tax
shelter returns, including more than
$1.7 billion in disputed tax deductions
and credits. At this rate, the current
IRS backlog of 350,000 questionable
returns containing tax shelters repre-
sents more than $6.2 billion in fore-
gone or potential revenues.

As these represent only the more
questionable shelters—about 10 per-
cent of all sheltering activity, accord-
ing to a recent report by the invest-
ment analysis firm of Robert Stranger
& Co.,—the revenues lost by the
Treasury could exceed $60 billion.

With Federal budget deficits expect-
ed to run at an annual rate of over
$200 billion, an attempt to end the
most abusive forms of tax sheltering
activity makes sense in fiscal terms
alone.

Much more, however, is at stake,

The Joint Committee on Taxation
describes the problem as follows:

A major concern is that the highly visible
marketing of tax shelters, and the accompa-
nying bellef that the IRS cannot deal with
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them, may erode taxpayers’ confidence in
the fairness and effectiveness of the tax
system. Sociological research supports the
proposition that taxpayers are more likely
to comply with the tax laws when they per-
ceive the system to be fair or when the costs
of noncompliance are perceived as relatively
high and relatively certain.

The widespread use of tax shelters de-
prives the system of its claim to fairness and
retards the administration and judicial proc-
esses to the point that penalties seem nei-
ther certain or costly.

In the present era of immense
budget deficits, we can no longer toler-
ate a tax system loaded with deduc-
tions and credits that have no social or
economic justification. Nor can we tol-
erate a tax system which permits the
wealthiest among us to escape their
fair tax liabilities.

The Deficit Reduction Act of 1984
begins the process of reforming the
tax system and closing down the abu-
sive tax shelters. The bill includes sev-
eral tax reform provisions that I intro-
duced.

One provision prevents investors
from creating tax deductions simply
by swapping properties, such as two
yvachts or two condominiums, held for
personal use. Another provision pre-
vents taxpayers from using Treasury
bills and other short-term securities to
defer income from one tax year to the
next, as a means of avoiding the
income tax. Another provision would
allow the Federal Government and
cities with populations over 2 million
to exchange tax information. This pro-
vision will enable both our major cities
and the Federal Government to raise
significant revenues from taxpayers
now avoiding the income tax: Such an
exchange with New York City should
raise $25 million for New York City
over 2 years, and $100 million for the
U.S. Treasury.

Another provision I proposed re-
quires the Treasury Department to
study means of shutting down tax
shelters and to report back to Con-
gress by December 1, 1984, with specif-
ic recommendations.

One specific area, that I hope the
Treasury Department will address in
its study is the reform of the alterna-
tive minimum tax. We have, after all,
progressive tax rates, which suggest
that the richest among us, who can
best afford to do so, should contribute
the most to the Nation’s common reve-
nues. Nevertheless, the Tax Code
allows this progressivity to be moder-
ated through tax deductions and cred-
its for such recognized purposes as
paying mortgage interest, medical ex-
penses, or taking business losses. And
the minimum tax is there to insure
that everyone who can afford to make
some tax, payment—at least 20 per-
cent tax on income above $40,000.

The current minimum tax does not
work. It does not work, because high
income, persons can shelter their in-
comes not only from progressive tax
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rates, but also from the minimum tax.
I introduced a bill earlier this year
that sought to toughen the minimum
tax in order to insure that everyone
who can afford to do so will pay some
minimum amount of tax. While my
bill was not adopted this year, I hope
that with the Treasury Department’s
support the minimum tax can be re-
formed soon.

More needs to be done to solve the
problems of the growing Federal defi-
cits and the prodigious growth of the
tax shelters, but I believe that the
Deficit Reduction Act of 1984 is a gen-
uine step forward. The Finance Com-
mittee worked long and hard to put
this legislation before you, and I urge
its prompt passage.

INSURANCE PROVISIONS

Mr. DOLE. Mr. President, does the
Senator from Ohio want to continue
the quiz we were on last night?

Mr. METZENBAUM. 1 would not
mind that. I guess the Senator honed
'I.Iip a little bit about insurance compa-
nies.

Mr. DOLE. I think I have the an-
swers. If the Senator puts the ques-
tions directly, I will put my answers di-
rectly.

Mr. METZENBAUM. I would just
like to ask the Senator why he thinks
a company that made $13 million in
dividends last year should get a
$750,000 deduction just because there
is some special language written in on
page 589. The question is: What makes
the committee come to the conclusion
that there is some reason to reduce
the equity base for the portion of that
equity that is allocable to a life insur-
ance business in a noncontiguous
Western Hemisphere country? I was
not sure how much money this compa-
ny made before. I have now checked
that they made $13 million—no, they
made more than that. They paid out
$13 million in dividends.

This provision, I am told, would not
make or break the bill, but it is just a
special privilege, a special consider-
ation, and $750,000, I am told, is what
the reduction would be. I guess maybe
we were told yesterday $1 million.
Why do you do something like that?
What is the rationale for it?

Mr. DOLE. 1 yield to my distin-
guished colleague from Louisiana.

The PRESIDING OFFICER. The
Senator from Louisiana.

Mr. LONG. Mr. President, we dis-
cussed this matter yesterday, and per-
haps my comments did not satisfy the
Senator from Ohio. But I answered for
the record that in this company’s ac-
tivities in Latin America, they are re-
quired to carry larger reserves than
would be the case if they were insur-
ing the same number of persons inside
the United States. They do business in
the United States as well. But to the
extent they insure outside the United
States, they find it necessary to carry
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larger reserves because their risk is
greater in Latin America than in the
United States.

Now, this company’s tax liability for
1983 was $6 million. Under the com-
mittee amendment, with the Central
and South American provision, their
tax liability would be $6,250,000 based
on 1983 income. Based on that same
income, they would owe $250,000 more
in taxes.

Without this South American provi-
sion, their tax liability would be $7
million, or $750,000 greater. In terms
of what we are expecting of the other
companies, this provision puts them in
line with the others.

Mr. METZENBAUM. I ask my col-
league, the Senator from Louisiana, to
elaborate on that point—that it puts
them in line with the others. In what
way does it put them in line with the
others? The others would be taxed.
This company would be taxed $750,000
more, except for this reduction in the
equity base. I have trouble when I
read this kind of legislation in know-
ing why we reach out and give some-
body three-quarters of a million dol-
lars. If they are impoverished, if they
are having difficulty making ends
meet, if there is some special reason, 1
can appreciate that. But this company
paid out $13 million in dividends. That
was in 1984 and not in 1983.

Mr. LONG. Mutual companies under
this bill are taxed as a percentage of
their equity base. In Latin America
these companies are required to have a
larger equity base because they have a
greater risk on those policies in Latin
America. It is to take that into ac-
count that this amendment is in the
bill. It was not my amendment.

Mr. METZENBAUM. I am not
saying it was. I did not ask you the
question. I am asking the manager of
the bill.

Mr. LONG. This was the judgment
of the subcommittee on the House side
that worked on the life insurance pro-
visions of their tax bill. In my judg-
ment, that provision is correct policy.
This company will pay more taxes ac-
cording to this bill than they would
pay without the bill. It seems to me
that this is fair. If the Senator does
not agree, I am sorry. But that is my
position, and it is the position of the
committee.

Mr. METZENBAUM. Let me explore
that a little bit further. You say they
will pay more taxes. The fact is that
this bill, as I understand it, has a pro-
vision in it that the companies have a
right to reduce their taxable income
by 20 percent. That applies to all com-
panies. That is a special reduction just
pulled out of the air and put into legis-
lation. If we did not have this bill,
they would not get that 20-percent re-
duction, and they would not get the
right to reduce their equity base. I
have a problem in understanding
when you say they will pay more taxes
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under this bill than they would pay if
there were not a bill. I would like some
confirmation of that representation.

Mr. LONG. If we did not have the
bill that we have before us, the 1959
law would apply. The 1959 law had all
kinds of provisions that make little or
no sense in the light of economic cir-
cumstances today. You would find all
sorts of exceptions, provisos, and so-
called loopholes in the 1959 law. That
law would make a lot less sense to you
than what you would find in the com-
mittee amendment here.

I know a little about how the life in-
surance provisions came to be in the
shape they are in. It started with the
life insurance industry recognizing
that they are going to have to pay
more taxes. The major companies, the
mutual companies, and the stock com-
panies, got together and reached a
compromise of what they thought
would be fair.

If a certain amount had to be paid
by the mutual companies, then the
stock companies ought to pay up to a
certain amount. Mind you, both sides
were partial to their own interests. By
the time they got through quarreling
about the matter, they got together on
what they thought they could support
to meet the revenue objectives that
are in the bill,

After that agreement was reached,
the smaller insurance companies came
to us and said: “Wait a minute, that is
all great as far as the major companies
are concerned. The major companies
worked out what they thought would
be fair where they are concerned, but
does not take our situation into ac-
count."”

The reason that insurance compa-
nies seem to get better tax treatment
than manufacturing companies—at
least on the face of it they pay less
taxes for a given amount of income—is
because we recognize that those com-
panies need to build up reserves, just
like a bank has to build reserves in
order to be secure and protect its de-
posits.

The Finance Committee considered
their position and proceeded to amend
the provisions to take their situation
into account.

As a practical matter, the views of
the major companies were consid-
ered—both the views of the mutual
companies and the views of the stock
companies. The views of the new com-
panies and smaller companies were
considered. The provisions were
amended to take care of their prob-
lems, and the tax was adjusted to try
to meet the revenue goals that we
thought would be fair to add to that
industry.

In the course of all this, unbe-
knownst to the Senator from Louisi-
ana and as far as I know unbeknownst
to the chairman of the committee,
over on the House side—long before
we ever saw the bill, before I ever
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heard about the bill—these people
came and explained their problems to
the House committee. The House com-
mittee recommended that this lan-
guage be here to deal with a problem
raised by one company. But this provi-
sion applies to any other mutual com-
pany that might be insuring in Latin
America. If a company insures in Latin
America they are going to need a
higher surplus, and that means they
are going to pay more taxes on a given
amount of income. We wanted to take
that into account in assessing how
much in taxes they would have to pay.
This company will be paying more
taxes, just as will, generally speaking,
all insurance companies. Most insur-
ance companies should pay more taxes
under this bill than they paid under
the previous law. This company will
pay more. There is a provision in the
amendment which deals with their
particular problem; the committee
amendment was written with their
problem in mind. But this company
does not get any tax cut because of
the bill. They will pay more taxes
than they now pay.

Mr. METZENBAUM. I would point
out to my friend from Louisiana that
we do not want to confuse the facts. It
is an accepted fact that this bill will
reduce insurance company taxes $2.5
billion by 1989. Nobody claims that
this bill is going to increase taxes.
What we are talking about is decreas-
ing them $2.5 billion by 1989, and in
addition to that or as a part of that
providing some of these special privi-
leges that are provided for in this bill
for the company from Louisiana, the
company from Kansas, and I think we
will soon get into the company from
Ohio.

Mr. LONG. I do not know of anyone
who thinks that we ought to go back
to the 1959 law in terms of equity,
fairness, and other relevant consider-
ations regarding the insurance indus-
try. The old law of 1959 just makes a
lot less sense than what the committee
is recommending. But if you think
that the 1959 law is better, offer your
amendment. Go ahead and offer to
strike the whole committee life insur-
ance provision, and we will see how
many votes you get.

Mr. METZENBAUM. I will do that
when I think it is time to do so. The
Senator from Ohio knows of his rights
to offer the amendment. But the fact
is whether the amendment prevails or
not this bill will reduce insurance com-
pany taxes. Saying anything else on
the floor of this Senate is not in
accord with the facts. It will reduce
them $2.5 billion—giving money away.
If it were not in the bill, there would
be $2.5 billion that you would not have
to raise alcohol taxes and telephone
taxes for.

Mr. LONG. In 1982 the Congress en-
acted a law which changed the tax on
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insurance companies, the TEFRA Act.
That is the law that they have been
paying on up to this point. Compared
to that law, under which they were
paying their 1983 taxes, the committee
amendment represents a tax increase
that will help us as we take action to
move toward balancing the budget.

The Senator from Ohio has been
citing revenue figures compared to the
1959 law on the grounds that if we did
nothing, that law would go into effect.
I am here to submit to the Senator
that this is just an erroneous assump-
tion. All he has to do to find out is to
offer an amendment to go back to the
1959 law. He will find that the TEFRA
bill would get more votes than an
amendment to go back to the 1959 law.
The committee amendment will get
more votes than the 1959 law for the
simple reason both of them make
better sense. But the Senator is wel-
come to offer an amendment to strike
everything in the committee amend-
ment about insurance. That is his
privilege. But I submit that we in the
committee thought about the matter.
We held hearings. We studied it. The
administration had a chance to think
about it. T do not know anyone who
would suggest that we go back to the
1959 law, except perhaps for the Sena-
tor from Ohio. But if the Senator
wants to suggest that, he should go
ahead and offer an amendment to do
s0. We will see which approach is more
realistic.

Mr. METZENBAUM. You may have
the votes, but that does not necessari-
ly mean you have the merit.

Mr. LONG. If the Senator from
Ohio is going to be the judge and
make the decision on where the merit
lies, I have no doubt that he is going
to decide that his position is right. But
I am talking about how the Senate
and House would vote.

Mr. METZENBAUM. I am going to
tell you the facts. Under this bill, read
it in the green book. Read it.

I will give you the page number,
page 98. This is in the report, in the
explanation of the provision.

In the first year, 1984, you lose $120
million; in the second year you lose
$353 million; in the third year you lose
$397 million; in the fourth year you
lose $4'76 million; in the fifth year you
lose $529 million, and in the sixth year
you lose $603 million.

The life insurance lobby may have
been successful. I must say to my
friend from Louisiana I have never be-
lieved that I would hear said on the
floor of the Senate that the life insur-
ance industry got together and they
drafted the provisions that were to be
in a tax bill. Somehow I had come to
believe that the Finance Committee
had that responsibility and that it was
not the responsibility nor the right
nor the privilege of the insurance in-
dustry to draft their own language and
bring it to the Finance Committee.
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I did not say that you did it. You
said that that is what was done. If
that is what was done, then I have a
little less confidence in the delibera-
tions of the Finance Committee. I do
not believe any private group ought to
be drafting the language for legisla-
tion that comes to the floor of the
Senate.

I think that is our responsibility as
Members of the Senate.

Mr. DOLE. Will the Senator yield?

I will just remind the Senator from
Ohio that we raised about one-half bil-
lion dollars more in taxes from life in-
surance companies in the Senate Fi-
nance Committee than in the House
bill. I am willing to concede that the
insurance lobby did a good job. They
were all over the place. They worked
out a sweetheart deal with the House
and we were able to extract about an-
other one-half billion dollars in the
Senate Finance Committee, so I think
we did a pretty credible job, faced with
the odds we had.

Mr. METZENBAUM. 1 appreciate
the candor of the managers of the bill.
Let me go on.

I asked the manager of the bill
about the so-called transition rule for
certain high surplus mutual life insur-
ance companies. Is that the provision
that makes it possible for a high sur-
plus mutual life insurance company to
get a special reduction that other com-
panies would not be entitled to on the
basis of their surpluses? Is there any
special reason why a company that is
doing better, that has a higher sur-
plus, should be so entitled? I am told
by the Western and Southern lobbyist,
a member of their board of directors,
that that provision reduces their taxes
from $22 million to $16.5 million. That
is another $5.5 million that we lose be-
cause of that special provision includ-
ed in the bill. I am just curious why
did we do that.

Mr. DOLE. I think the Senator is
correct. There are some special provi-
sions in the bill. I will not suggest
there are not special provisions. But
they were put there after deliberation
by the committee and after being ac-
cepted by the committee. The rule rec-
ognizes certain life insurance compa-
nies that have accumulated high
amounts of surplus during the period
when their tax was not related to the
amount of their surplus. Many of
these companies, at least we under-
stand, held a great deal of surplus be-
cause they felt it was necessary to pro-
tect their policyholders. This is only a
transitional adjustment period, a 5-
year period, during which high surplus
mutual companies could reduce their
gross surplus.

You have probably correctly and ac-
curately characterized the provision as
a special provision. It contains a tran-
sition rule for mutual life insurance
companies that had a high amount of
statutory surplus. We exempt a por-
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tion of the surplus in these companies
from the mutual tax on equity for a
limited period of time.

Mr. METZENBAUM. Let me ask the
manager if he would be good enough
to explain the main provision of the
bill which, as I see it, reduces taxes or
the taxable income of the insurance
industry by an across-the-board 20
percent figure, and, in addition to
these special provisions, there is that
across-the-board 20 percent figure.
Why should the insurance industry be
permitted to have a reduction of 20
percent when no other segment of the
economy has that privilege?

Mr. DOLE. Again, I will be very
candid with the Senator from Ohio. I
think this is something they worked
out on the House side. In fact, it was
25 percent on the House side, and we
reduced it to 20 percent on the Senate
side. That is how we picked up addi-
tional money. I must suggest to my
colleague it was not easy. The Senator
from Kansas was depicted as the hold-
out, the enemy, and there were other
characterizations by some in the insur-
ance industry. But that was the deal
that was worked out.

This 20-percent deduction is essen-
tially equivalent to an effective tax
rate of about 36.8 percent. This effec-
tive rate is higher than the effective
rate of the taxes borne by most other
industries and is significantly higher
than the effective tax rate borne by
other financial intermediaries.

This was the argument that all the
insurance people made, whether it was
Prudential, Metropolitan, mutual
stock companies, when they came
around to call on the various offices.

There is no magic in that level of de-
duction. Perhaps a smaller deduction
could be justified. We will be back
here again next year, I assume, look-
ing for additional revenue. But that
was the figure we were able to agree
on this year in committee.

Mr. METZENBAUM. Would the
Senator from Kansas agree that there
might be some merit in phasing out
that 20-percent figure, such as making
it 20 percent and then cutting it down
to 15 percent, then 10 percent, then 5
percent? Would that be fair to the in-
dustry and give them an opportunity
to adjust? Would it not be fair to all
the other taxpayers of this country
who are not accorded that 20-percent
deduction?

Mr. DOLE. I think that is something
that might be considered after we see
the revenue that we bring in. We do
not need to do it now. In coming years
the Finance Committee and the House
Ways and Means Committee will obvi-
ously still be looking for revenue. I do
not suggest that it will be in the insur-
ance field; it may not be. But that is a
suggestion, and, in fact, it is some-
thing, I might add, that we did look at.
I think we were persuaded that we
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ought to take a look and see what the
revenue levels were before we started
phasing out. Some said it ought to be
15, some 12.5, others wanted to move
to 25. We were able to work out an
agreement with the industry. That is,
in fact, who we worked it out with.
They had the votes. We worked it out
the best we could.

Mr. METZENBAUM. Do I under-
stand the manager of the bill to say
that there is no great pride of author-
ship in this, that it is better than what
the House did?

Mr. DOLE. About one-half billion
dollars more. In fact it is about $600
million.

Mr. METZENBAUM. What I under-
stand the manager to say is that it is
the best he could do as far as the lob-
byists were concerned. Maybe it is not
great, maybe it is not good, but under
the circumstances that is the best he
could do.

Mr. DOLE. That is essentially accu-
rate, I guess. I do not want to be called
an opponent of the industry, but we
were able to get 600 million additional
dollars in revenues.

You know, there are stock compa-
nies and mutual companies and it is a
very complicated business. One that is
is understood fully only by the distin-
guished Senator from Texas on our
committee. Senator BENTSEN used to
be in that business and he sort of
guides us along on these things. Sena-
tor CHAFEE spent a great deal of time
on this issue also. We had a little sub-
committee group that met a number
of times.

I must say in fairness to the industry
they spent months and months and
months trying to keep the stocks and
the mutuals together to try to work
out some compromise that would raise
substantially more revenue than they
paid under TEFRA. Otherwise we
would not have anything in this pack-
age on life insurance. I would suggest
that notwithstanding some differences
this Senator had with some in the in-
dustry, in my view it was the best we
are going to do, and I think we have
done fairly well.

Mr. METZENBAUM. Is it not the
fact that if you had done nothing, as-
suming that you had not been able to
get agreement, even though the 1959
act may have had some provisions that
were not that good, from the stand-
point of the Treasury there would
have been $2.5 billion more in that for
the next 5 years.

Mr. DOLE. Well, I suggest that I
tried that, but I can count and I knew
where the votes were. They would
have just moved to extend TEFRA
and the votes were there to do that.

Again, I felt a responsibility as chair-
man to get more revenue—not just to
raise revenue, but because, in my view,
it was good tax policy to do so. Also,
we have 20 members on my committee.

When I start counting on the other
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side, I start looking for alternatives, or
at least to recess.

Mr. METZENBAUM. Well, you have
that alternative provision in the bill
that says if a company does not have
any income that is taxable, then you
have a sort of extra provision, a sort of
little gimmick in there, so you do not
have any income that is taxable; so if
you give this 20-percent reduction, we
will do something else for you.

We will give you 20 percent of the
premium—I think that is the
number—and we will give you that as
a credit; although you do not have any
taxes to pay, there is a good chance
you may be owned by a parent compa-
ny or you may have a subsidiary and
you can use that additional tax credit,
which would bring your net taxes to a
refundable amount and you can use
that tax credit to reduce the taxes
that you otherwise would have to pay
on either your parent company or the
subsidiary.

How does the Senator explain that?
The industry does not need that. If
the company does not have any tax-
able income, what conceivable reason
can there be for digging into the Fed-
eral Treasury and coming up with a
refund amount?

That is all that it actually amounts
to, a refund of that; instead of going
to the Treasury and getting a check
from them, you get it by permitting a
consolidated return to be filed.

In that connection, I have pretty
good support in opposing that. The
Department of the Treasury wrote to
me as follows:

The alternative life insurance company
deduction provides a more generous deduc-
tion in lieu of the 20 percent taxable income
deduction and the small company deduction
for companies with substantial first-year
premiums relative to their taxable income.
This provision, which Treasury has op-
posed, does not reflect an expense that
properly should be taken into account in
computing economic income.

They did not think very much of it,
Mr. President, and I do not think very
much of it. I wish I could prevail upon
the Senator to agree to eliminate it,
because no matter how you slice it,
there is no logical argument that can
be made for eliminating, for giving
back money to a company that did not
make any money, or at least did not
make any money as far as having any
taxable income.

I was wondering how the Senator
came to the conclusion or where the
insurance industry would be able to
convince him more than the Treasury
Department that there ought to be
this refund or credit against taxes for
the parent company, which might be
in the overall business or the automo-
bile business or any one of a host of
other businesses, or it might be a sub-
sidiary company that was in a totally
different business. What logical reason
can there be to give that kind of credit
against taxes that otherwise would
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have to be paid by a profitmaking
parent corporation?

Mr. DOLE. First of all, Mr. Presi-
dent, it is a deduction against life in-
surance income only. Again, in the
House negotiations—

Mr. METZENBAUM. Mr. President,
I did not get that.

Mr. DOLE. You cannot offset non-
life insurance income.

Mr. METZENBAUM. Will the Sena-
tor point out the language in the law
that says you cannot offset it against
life insurance income? In a bill of 1,334
pages, I may have missed that, but I
did not see it.

Mr. DOLE. Let me try to make some
legislative history on this, because it
was a matter of some controversy.

ALTERNATIVE LIFE INSURANCE COMPANY
DEDUCTION

In the House negotiations, the nego-
tiators for the insurance industry were
willing to trade the section 818(c) re-
serve reevaluation tax benefit for the
special life insurance company 20-per-
cent deduction and the small company
deduction—the one we just discussed.
This tradeoff took away a benefit for
growing companies and replaced it
with benefits for stable or shrinking
companies. The alternative provision
is needed to offset this inherent bias
against growing companies.

Because expenses associated with
life insurance policies are heavily
weighted to the first year, growing
companies tend to have less net tax-
able income, and mature companies
with older blocks of business tend to
have higher taxable income. Because
the TIA is a percentage of taxable
income, it is quite valuable to a compa-
ny with a large amount of older busi-
ness on the books. A company that is
writing a large amount of new busi-
ness, on the other hand, is incurring
substantial first-year expenses and
thus would receive a relatively smaller
benefit from a deduction based on tax-
able income. The alternative dedue-
tion is needed to provide equivalent
benefits to both stable and growing
companies.

The small company deduction
phases out as a company’s income and
assets increase, thus, a small company
is taxed more heavily as it grows. This
tax bias against growth needs to be
offset by the alternative deduction.

The companies that receive the
greatest benefit from the special life
insurance company deduction are the
giants of the industry. Without the
equivalent benefit provided by the al-
ternative deduction, the small- and
medium-sized growth companies will
not be able to compete effectively.

I also quote from page 562, line 9:

(A) the portion of such loss so created or
increased shall not be allowed as an offset
against nonlife income (as defined in subsec-
tion 806(d)X4XC)) of such company or any
other company, and
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(Mr. HEINZ assumed the chair.)

Mr. METZENBAUM. Does the Sena-
tor from Kansas indicate that that
language is the portion applicable to
this additional 20 percent credit? Be-
cause that seems to be referring to an
election process, and I am not certain
that it is right or wrong——

Mr. DOLE. If the Senator will look
at line 3 in caps, No. 5, “DEDUCTION
ALLOWED ONLY AGAINST LIFE
INSURANCE INCOME.” That is in
caps.

Mr. METZENBAUM. So that what
the Senator is saying is that if compa-
ny A life insurance company has a
subsidiary and that subsidiary has no
profits and it gets a 20—it gets this ad-
ditional credit because it has had no
taxable income.

Mr. DOLE. It is not a credit, it is a
deduction. You have to have taxable
income. It is a deduction.

Mr. METZENBAUM. OK, it is a de-
duction. Well, it becomes a credit, does
it not, against the taxes of the other,
the parent company? Will the Senator
explain the difference to me? I am not
sure I am following what he is saying,
the difference between a credit and a
deduction.

Mr. DOLE. If there has to be tax-
able income to take a deduction, it
never becomes a credit. A company
has to have life insurance income to
take advantage of this provision.

Mr. METZENBAUM. But it can be
the XYZ company that owns PDQ
company; the PDQ company, a grow-
ing company, has no taxable income,
then gets a credit against its taxes
based upon the premiums written.
Those taxes are then deducted against
the income and the profits of the XYZ
company, its parent. Is that correct?

Mr. DOLE. It could be. But, as I un-
derstand it, if the subsidiary had no
taxable income, then you could not
take the deduction if the parent was
not a life insurance company. The
parent nonlife insurance company
could not take the deduction.

Mr. METZENBAUM. I understand
that and I appreciate the correction. It
has to be a parent life insurance com-
pany or I guess it could be a subsidiary
life insurance company, as I read it.
Why give a tax credit when the com-
pany has made no profits and permit
that tax credit to be transferred over
to the parent company? What logical
reason is there for that.

Mr. DOLE, Again, as I can explain it,
it is only a deduction to offset taxable
income. It is not a credit in the sense
of a tax credit. It is not a credit
against tax. If you have a taxable
income, then you can get the deduc-
tion.

Mr. METZENBAUM. Well, it is the
taxable income of the parent. If the
parent company makes $100 million, it
owes a certain amount of taxes. The
subsidiary company is a growing com-
pany. It sells a tremendous amount of
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insurance policies. It has a lot of pre-
miums. It makes no profit. It owes no
taxes. What you are doing with this
amendment is permitting the subsidi-
ary company to create an artificial
credit against the parent company’s
taxes with no logical reason for it. I do
not understand why.

Mr. DOLE. If both the parent and
the subsidiary are life insurance com-
panies, that is the only time it could
be used.

Mr. METZENBAUM. If both what?

Mr. DOLE. Both the parent and the
sqbsldia.ry are life insurance compa-
nies.

Mr. METZENBAUM. The Senator’s
staff corrected us on the appropriate
language. I understand that. But that
still does not make any sense. The
parent company has already gotten its
20-percent credit. We have already
given them that under the provisions
of the bill. So what you are doing is
you are giving them a double jolt, a
double shot, a double credit. What I
am saying is that I understand and I
take issue with the fact that you have
given that 20-percent credit for the
taxes.

Mr. DOLE. But they have to elect
one or the other.

Mr. METZENBAUM. No.

Mr. DOLE. Yes.

Mr. METZENBAUM. Will the Sena-
tor show me that then? The election
provision has to do with the subsidiary
company? What page are we on?

Mr. DOLE. Page 561, lines 12
through 16:

“(4) SPECIAL RULES RELATING TO ELECTION.—
An election may be made under paragraph
(1) for any taxable year only if it is made
for the taxable year by all life insurance
companies which are members of the same
controlled group (within the meaning of
subsection (d)3)) as the electing company.
Any such election, once made, shall apply to
all taxable years be before 1988
unless such company revokes such election
for any taxable year.

So that includes both parent and the
subsidiary company.

Mr. METZENBAUM. Now, the Sena-
tor is saying that the parent and the
subsidiary combine their premium and
take 20 percent of that—that is to
their best advantage—or they take—

Mr. DOLE. One or the other.

Mr. METZENBAUM. Is it not then
possible for the parent company,
which may be a far larger company
than its subsidiary—it normally is—to
get the advantage of the 20 percent of
the premium deduction rather than
use the 20 percent of the taxable
income deduction? Is that not a tre-
mendous advantage? Does it not make
it possible to reduce its taxes even
more than permitted under the 20 per-
cent of taxable income deduction?

Mr. DOLE. I am advised it is only to
your advantage if you are a S‘I‘OW‘I!E
company and you expect to continue
to grow. If you are a shrinking or a
stable company, then it would not be
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advantageous, which is the case, as I
have suggested earlier, with the giants
of the industry. And this is why many
felt that this was a necessary provi-
sion—not the giants but the growth
companies, and again it was subject to
some debate and some controversy.
The original proposal was a perma-
nent, we called it an ARC, adjustment
of risk capacity, a mini-ARC because
we phased it out over 4 years.

Mr. METZENBAUM. Give me that
again, please? The original propos-
al—

Mr. DOLE. We phased this out over
4 years, which is what the Senator
from Ohio suggested on the 20-percent
deduction, but this is phased out over
4 years. When it came to us, it was in
the form of a permanent deduction.

Mr. METZENBAUM. So we do not
confuse the facts, the phaseout has to
do with the 20 percent of premium de-
duction, but the phaseout does not
occur with respect to the 20 percent of
taxable income deduction, is that not
the fact?

Mr. DOLE. That is correct.

Mr. METZENBAUM. Now, under
those circumstances, I wonder wheth-
er if I offer an amendment, which I
intend to do shortly, to provide for the
phaseout of the 20 percent of the
income deduction whether I could not
prevail upon the author of the bill to
see fit to accept that in the same
manner in which there is a phaseout
of the 20 percent of the premium de-
duction?

Mr. DOLE. Well, again let me sug-
gest that the Senator from Ohio obvi-
ously can offer the amendment. I
could not support it. There is a very
fragile compromise. It may not meet
the standards of the Senator from
Ohio, maybe not the Senator from
Kansas or the Senator from Louisiana,
but the facts are that the members of
the industry, many of whom are small
companies, growth companies, I guess
for the most part got together and
they are supporting this package.

There is an ad in today's Washing-
ton Post by the ACLI, American Coun-
cil of Life Insurance, supporting the
tax bill. Their support is premised on
keeping this bill together and particu-
larly, as you might guess, keeping the
insurance section together without
radical change. I am fearful that this
would do precisely that; this would
cause great problems, and for that
reason I would be compelled to oppose
the amendment. But, again, we do
meet again next year, and if we do not
receive the revenues that were pur-
ported or advertised, then there might
be reason for change.

Mr. METZENBAUM. Well, I point
out to the Senator from Kansas that I
do not think we have any problem
with the amendment because, as I un-
derstand it, after reading the paper
today, the American Council of Life
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Insurance really is very anxious to
defuse the deficit and they want to do
their part.

Now, I cannot believe that anybody
who wants to defuse the deficit and
takes an ad saying they want to defuse
it would want to get special privilege
this evening of a $2.5-billion reduction
in their bill. As a matter of fact, they
say: “Defusing the deficit. The life in-
surance industry supports new debt-re-
duction efforts.” I guess they must
have known I was going with this
amendment tonight and put this ad in
today specially to let me know really
they want to help me in every way
possible to make more equitable their
fair share of the tax break. Let me see
what they say:

The huge federal budget deficit is one of
the major problems requiring prompt action
by the Congress and the President. This
massive debt burden is causing new high in-
terest-rate levels, contributing to overvalu-
ation of the dollar, increasing the foreign
trade deficit and aggravating the severe
debt problems of developing countries. The
adverse impact of higher interest rates on
the domestic economy could lead back to re-
cession within the next two years.

Along with many other groups and private
citizens, America's life insurance companies
are deeply troubled by the deficit crisis.

I could not agree with them more.
We are doing well.

The life insurance business plays a vital
role in America's economy; it provides
800,000 jobs * * * adds over $39 billion a
year to the country’s long-term capital base,
and enables over 1560 million policyholders
to plan their own long-term finanecial securi-

ty without paying their fair share of the
taxes.

No—I ad libbed that part. That was

not there, but it should be there.
[Laughter.]

Mr. DOLE. That is the part I missed.
Read that over.

Mr. METZENBAUM.
reading:

These efforts, and those of other sectors
of the economy, could be seriously re-
strained if the deficit problem is not solved.

Legislative actions to reduce the deficit—
especially those fashioned by the House
Ways and Means Committee and the Senate
Finance Committee—are important first
steps. We urge all Americans to join us in
supporting their passage.

Those are good first steps, but I
think we ought to take the second step
as well and see that we get some tax
equity so far as the insurance industry
is concerned.

So, in an effort to do that, I will
shortly offer an amendment that will
do three things.

Mr. DOLE. If I were with the ACLI,
I would not have run the ad. I am not
their PR man. I am only a Senator
from Kansas.

Mr. METZENBAUM. There is no
reason for them not to. They get a
good tax deduction.

Mr. DOLE. They can afford it.

I continue
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Mr. METZENBAUM. There is prob-
ably some tax benefit as well as a de-
duection.

Mr. DOLE. I have already told you
more than I know about the insurance
portion. [Laughter.]

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

The PRESIDING OFFICER (MTr.
MurkowsKIl). The clerk will call the
roll.

The bill clerk proceeded to call the
roll.

Mr. METZENBAUM. Mr. President,
1 ask unanimous consent that the
order for the quorum call be rescind-
ed.

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

Mr. METZENBAUM. Mr. President,
so that all those within hearing of my
voice may be apprised of the facts, 1
will call up my amendment in about 10
minutes, which means that those who
are at some other location will have
about 25 minutes to get here. I am
willing to wait 10 or 15 minutes. After
that amendment is offered, the floor
will be open for additional amend-
ments, and the Senator from Ohio
does not intend to just keep calling up
his amendments. If others have
amendments, I advise them that I
intend to step back in order that they
may have an opportunity to call up
their amendments.

Mr. DOLE. In other words, Mr.
President, we will vote about 8:30 p.m.

I alert other Members that Senator
MerzENBAUM has indicated that after
he offers this amendment, there will
be a request for the yeas and nays.

Mr. METZENBAUM. Yes.

Mr. DOLE. I hope there are other
amendments. In fact, there are many
amendments we may be able to deal
with in this interim, which would not
require rollcall votes. Are there any
such amendments of which the staff is
aware?

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

The PRESIDING OFFICER. The
clerk will call the roll.

The bill clerk proceeded to call the
roll.

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

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

Mr. DOLE. Mr. President, I under-
stand the Senator from Ohio will be
here in just a minute or two. We have
had a quorum call to alert Members
that he will be offering an amend-
ment. There will be a vote shortly.

We are also in the process of clear-
ing three amendments, one from the
Senator from Hawalii, Senator MaATsU-
NAGA, one from the Senator from
Alaska, Mr, STevENS, and a third from
the Senator from South Dakota, Sena-
tor AspNor that we have adopted
heretofore as part of the enterprise
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zone amendment. Hopefully we can
take those up prior to disposition of
the amendment of the distinguished
Senator from Ohio.

We are working on a number of
other amendments that we hope we
can dispose of yet this evening. Again,
I urge my colleagues if we hope to
finish this bill by Thursday evening
we should be coming to the floor with
amendments, understanding there are
some major amendments that will re-
quire some discussion. It would be very
helpful if we can work out some in the
meantime,

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

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

Mr. DOLE. Mr. President, I wonder
if, before the Senator from Ohio
offers his amendment, I might submit
three amendments that I understand
have been discussed.

The PRESIDING OFFICER. Is
there objection?

Mr. METZENBAUM. I have no ob-
jection to the Senator from Kansas
doing that. I just wanted to ask a ques-
tion before he did that. Will Alaska
and Hawaii be able to qualify as enter-
prise zones under this amendment?

Mr. DOLE. That is my understand-
ing, yes.

Mr. METZENBAUM. The answer is
“yes?"

Mr. DOLE. Yes.

I would be very happy to explain the
amendment. I am prepared to do that.

Mr. METZENBAUM. Would the
Senator be good enough to do that?
MODIFICATION OF ENTERPRISE ZONE PROVISION

{TITLE IV}

Mr. DOLE. Mr. President, to expe-
dite work on the bill, I am proposing
en bloc a group of amendments to en-
terprise zones that were approved by
the Senate last year when it consid-
ered this legislation. Two of the
changes, concerning Alaskan Natives,
were proposed by Senator STEVENS:
One was proposed by Senator ABDNOR
and concerns Indian reservations.
These changes are noncontroversial,
are acceptable to the administration,
and have no cost, inasmuch as they
only concern the definitions of areas
that may qualify for enterprise zone
designation. These amendments were
adopted by the Senate without debate
last year in considering H.R. 2973, the
withholding repeal bill.

One new amendment is included in
the package, and it is of interest to
Senator Marsunaca and to Congress-
man CeciL HerFTEL. This change would
allow a State to nominate an enter-
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prise zone that is not UDAG eligible if
it has no other areas that would qual-
ify for zone designation, and if the
nominated area meets all of the other
criteria of economic distress in the en-
terprise zone proposal. The amend-
ment would only affect Hawaii, which
has no UDAG eligible areas, and is
supported by HUD. I know of no ob-
jection to this limited change.

Mr. President, I hope that this
amendment can be accepted without
debate. These are noncontroversial
changes, most of which the Senate
adopted before.

Following is a more detailed discus-
sion of the changes regarding Alaska
Natives and Indian reservations.

ALASKA NATIVES

The enterprise zone legislation re-
quires that a geographic area meet
four requirements before being desig-
nated as an enterprise zone:

First, it must be within the jurisdic-
tion of a local government and have a
continuous boundary;

Second, it must contain a population
of 1,000 people, unless located on an
Indian reservation, or contain 4,000
people if located in an urban area;

Third, it must be UDAG eligible, and

Fourth, finally, it must meet special
economically distressed area criteria.

In Alaska, the areas that would qual-
ify are almost all Alaska Native vil-
lages, most of which have been recent-
ly incorporated as second class cities
and which are also UDAG qualified.
These UDAG cities would also meet
most requirements, but none exceed a
population of 1,000. Therefore, since

almost every one of these cities is pri-
marily composed of Alaska Natives
anyway, this amendment would create
a special rule for Alaska that would
gualify under the population require-
ment all cities that exceeded 50 per-
cent in native population.

Additionally, for wunincorporated
Alaska Native villages that do not
qualify as an Indian reservation—be-
cause there is only one Indian reserva-
tion in Alaska—language has been pro-
vided which could qualify them under
the population requirement if they
met the definition of an Indian tribal
government pursuant to 26 U.S.C.
7701 (a)X40).

In summary, the main purpose of
this amendment is to insure that
Alaska UDAG areas, which are pri-
marily native villages, will be eligible
for the program, even though they do
not fit into the technical definition of
being located on an Indian reservation.

INDIAN RESERVATIONS

The enterprise zone provisions as
drafted would permit an Indian quali-
fied enterprise zone only if the zone
were entirely within the Indian reser-
vation—as determined by the Secre-
tary of the Interior. It is not practica-
ble in many situations to restrict the
enterprise zone to the boundaries of a
given Indian reservation, since the eco-
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nomic conditions that exist on the res-
ervation giving rise to persistent high
rates of unemployment, and lack of
opportunity constitute the very reason
business enterprises will not enter the
reservation.

Accordingly, this amendment pro-
vides that under certain specified con-
ditions an Indian enterprise zone may
be off the reservation. In each in-
stance the members of the Indian
tribe would have substantial benefits
from a participation in a cooperative
venture.

The proposed changes which now
are contained in the amendment pro-
vide that:

An Indian enterprise zone is not re-
quired to be entirely within the bound-
aries of the reservation, but in order to
qualify the Indian reservation must
meet the eligibility requirements
spelled out in the act.

In order to qualify, the off-reserva-
tion enterprise zone must be located
within a radius of 50 miles from one of
the boundaries of the reservation.

The off-reservation enterprise zone
may be designated only if the Secre-
tary of Housing and Urban Develop-
ment determines that a substantial
portion of the benefits of such desig-
nation will accure to the members of
the Indian tribe.

Mr. President, that is in essence the
amendment.

AMENDMENT NO. 2922

(Purpose: To permit Indian tribes to nomi-
nate (in conjunction with State and local
governments) areas off the reservation as
enterprise zones, and for other purposes)
Mr. DOLE. Mr. President, I send my

amendment to the desk en bloc and

ask for its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Kansas (Mr. DoLg), for
himself and Mr. Lone, proposes an amend-
ment numbered 2922,

On page 714 of the matter proposed to be
inserted between lines 6 and 7 insert the fol-
lowing:

Mr. DOLE. Mr. President, I ask
unanimous consent that further read-
:]is of the amendment be dispensed

th.

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

The amendment is as follows:

On page 714 of the matter proposed to be
inserted, between lines 6 and 7, insert the
following:

*“(4) Nomination process for certain areas
located outside reservations.—An Indian
tribal government may nominate an area
described in subsection (¢X2XC) (iii), in con-
junction with the local government and the
State in which such area is located, for des-
ignation as an en! zone.

On page 716 of such matter, line 18, strike
out “or”.

On page 716 of such matter, line 21, strike
out the period and insert in lieu thereof a
comma.
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On page T16 of such matter, between lines
21 and 22, insert the following:

**(iii) is—

“(I) nominated by the local government
and State government of such area and by
an Indian tribal government, and

“(II) located entirely within a radius of 50
miles from any point on the border of the
reservation over which such Indian tribal
government has jurisdiction, or

“(iv) is located in Alaska—

“(I) within the jurisdiction of an Indian
tribal government, or

*(II) within a municipality at least 50 per-
cent of the resident population of which (as
determined by the 1980 census of the
United States) consists of Indians, Eskimos,
or Aleuts.

On page 718 of such matter, between lines
11 and 12, insert the following:

“(4) Special areas outside reservation.—
For purposes of this section, any area de-
scribed in paragraph (2XCX)iii) which is des-
ignated by an Indian tribal government
shall be treated as meeting the require-
ments of paragraph (3) if any area within
the reservation over which such tribal gov-
ernment has jurisdiction meets the require-
ments of paragraph (3).

“(5) Waiver under certain circum-
stances.—The Secretary of Housing and
Urban Development may waive the require-
ments of paragraph (3XB) for one area in
each State if no area in such State other-
;i;eB;neets the requirements of paragraph

On page T19 of such matter, after line 24,
insert the following:

“(e) Special Areas Outside Reservations.—
A nominated area described in subsection
(c)H2XeXiii) may be designated an enterprise
zone only if the Secretary determines that a
substantial portion of the benefits of such
designation will accrue to the members of
the Indian tribe that nominated such area.

On Page 720 of such matter, on line 1,
strike out “(e)” and insert in lieu thereof
b, § 148

On page T21 of such matter, on line 24,
strike out “(f)” and insert in lieu thereof
“(g)".

Mr. DOLE. Mr. President, I propose
the amendment for the distinguished
Senators from Alaska (Mr. STEVENS
and Mr. MurkowskKl), the distin-
guished Senator from South Dakota
(Mr. AspnNor), and the distinguished
Senator from Hawaii (Mr. MATsU-
NAGA).

ECONOMIC ENTERPRISE ZONE

@ Mr. STEVENS. Mr. President, I rise
to express my appreciation to the
chairman and ranking member of the
Finance Committee for incorporating
my amendment into the enterprise
zone section of the committee amend-
ment.

The present draft of the economic
enterprise zone legislation requires
that a geographic area meet four re-
quirements before being designated as
an enterprise zone:

First, it must be within the jurisdic-
tion of a local government and have a
continuous boundary;

Second, it must contain a population
of 1,000 people, unless located on an
Indian reservation, or contain 4,000
people if located in an urban area;
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Third, it must be UDAG eligible; and

Fourth, finally, it must meet special
economically distressed area criteria.

In Alaska, the areas that would qual-
ify are almost all Alaska Native vil-
lages, most of which have been recent-
ly incorporated as second class cities
and which are also UDAG qualified.
These UDAG cities (see A-1) would
also meet requirements (a) and (d),
but none exceed a population of 1,000.
Therefore, since almost every one of
these cities is primarily composed of
Alaska Natives anyway, this amend-
ment would create a special rule for
Alaska that would qualify under the
population requirement all cities that
exceeded 50 percent in Native popula-
tion. Additionally, for unincorporated
Alaska Native villages that do not
qualify as an Indian Reservation (be-
cause there is only one Indian reserva-
tion in Alaska) language has been pro-
vided which could qualify them under
the population requirement if they
met the definition of an Indian tribal
government pursuant to 26 U.S.C.
§ T701(a)(40).

In summary, the main purpose of
this amendment is to insure that
Alaska UDAG areas, which are pri-
marily Native villages, will be eligible
for the program, even though they do
not fit into the technical definition of
being located on an Indian Reserva-
tion.
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I thank the chairman and ranking
member for their consideration of my
amendment and ask that a series of
tables associated with my amendment
be made a part of the RECORD.

The tables follow:

[From the Federal Register, vol. 48, No. 41,
Mar. 1, 1983]

DePARTMENT oF HousiNG AND UrBaN DEVEL-
OPMENT—OFFICE OF ASSISTANT SECRETARY
FOR COMMUNITY PLANNING AND DEVELOP-
MENT

(Docket No. N-83-1209)

URBAN DEVELOPMENT ACTION GRANTS, REVISED
MINIMUM STANDARDS FOR SMALL CITIES

Agency: Department of Housing and
Urban Development.

Action: Notice.

Summary: In accordance with 24 CFR
570.452(b)(1), the Department is providing
Notice of the most current minimum stand-
ards of physical and economic distress for
small cities for the Urban Development
Action Grant.

II. The following small cities meet the cur-
rent minimum standards of physical and
economic distress appropriate to their class.

ALASKA

Akhiok, Akiak, Akoimiut, Akutan, Alaka-
muk, Allakaket, Anaktuvuk Pass, Angoon,
Anvik, Atmautluak, Brevig Mission, Buck-
land, Chefornak, Chevak, Chuathbaluk,
Clark’s Point, Deering, Diomede, Eagle, and
Eek.

Ekwok, Ehm, Emmonak, Fort Yukon, For-
tuna Ledge, Gambell, Golovin, Goodnews
Bay, Gravling, Haines, Holy Cross, Hughes,
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Huslia, Kaltag, Kivalina, Kobuk, Koyuk,
EKoyukuk, Ewethluk, and Lower Kalskag.

Mekoryuk, Napakiak, New Stuyahok,
Newtok, Nightmute, Nikolai, Nondalton,
Noorvik, Nulaton, Old Harbor, Pilot Station,
Port Alexander, Port Lions, Quinhagak,
Russian Mission, Savoonga, Scammon Bay,
Selawik, Shageluk, and Shaktoolik.

Sheldon Point, Shishmaref, St. Michael,
St. Paul, Stebbins, Tanana, Teller, Tenakee
Springs, Togiak, Toksook Bay, Tuluksak,
Tununak, Unalakleet, Upper Kalskag,
Wales, White Mountain, and Yakutat.

ITII. The following list contains the names
of those small cities which meet the current
minimum standards of physical and eco-
nomic distress but which did not meet the
standards as of the June 8, 1982 Notice.

ALASEA

Akutan, Atmautluak, Buckland, Clark’s
Point, Diomede, Egal, Haines, Hughes,
Huslia, Koyuk, Eoyukuk, Nulato, Port Alex-
ander, Port Lions, Russian Mission, St. Paul,
Tanana, Unalakleet, and Yakutat.

IV. The following list contains the names
of those small cities which met the mini-
mum standards of physical and economic
distress as of the June 8, 1982 Notice but
which do not meet the current minimum
standards. The final date for submission of
an application by the cities listed below is
August 31, 1983.

ALASKA

Akiachak, Aleknagik, Ambler, Aniak,
Hoonah, Hooper Bay, Hydaburg, Kake,
Kiana, Klawock, Kotlik, Mountain Village,
Nome, Ouzinkie, Pelican, Platinum, Port
Heiden, Ruby, St. Mary’s, and Wainwright.
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! Exclodes “Other Asian and Pacific Islander” groups identified in sample tabulations.

* Persons of Spanish origin may be of any race.@

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The amendment
agreed to.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
amendment was agreed to.

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

The motion to lay on the table was
agreed to.

AMENDMENT NO, 2923
(Purpose: To strike certain special interest

provisions in the insurance title of the bill
and for other purposes)

The PRESIDING OFFICER. The
Senator from Ohio is recognized.

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

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Ohio (Mr. METZENBAUM)
proposes an amendment numbered 2923.

Mr. METZENBAUM. Mr. President,
I ask unanimous consent that further
reading of the amendment be dis-
pensed with.

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

The amendment is as follows:

On page 558 strike out everything begin-
ning on line 13 through line 15 on page 562

(No. 2922) was

31-059 O-87-41 (Pt. 6)

(relating to election of the alternative life
insurance company deduction).

On page 589 strike out everything begin-
ning on line 19 through the end of line 11
on page 580.

On page 590 strike out everything begin-
ning on line 19 through the end of line 6 on
page 591.

On page 592 strike out everything begin-
ning on line 24 through the end of line 14
on page 595.

On page 573 strike out everything begin-
ning on line 10 through the end of line 20
on page 574.

On page 655 strike out everything begin-
ning on line 10 through the end of line 4 on
page 656.

On page 552, strike lines 10 through 14
and insert in lieu thereof:

(a) SPEcIAL LIFE INsURANCE CoMPANY DE-
DUCTION,—

(1) INn ceENERAL.—For purposes of section
804, the special life insurance deduction for
any taxable years is the applicable percent-
age (determined in accordance with the
table contained in paragraph (2) of the
excess of the tentative LICTI for such tax-
able year over the small life insurance de-
duction (if any)).

(2) APPLICABLE PERCENTAGE.—For purposes
of paragraph (1)—

In the case of taxable The applicable percent-
years beginning in or age is:
with:
1984
1985 15
1986 10
1987 5
1988 and thereafter 0

On page 656 strike out everything begin-
ning on line 18 through the end of line 23
on page 657.

20

On page 658 strike out everything begin-
ning on line 15 through the end of line 23
on page 658.

On page 646 strike out everything begin-
ning on line 1 through the end of line 16 on
page 654.

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

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.

The PRESIDING OFFICER. The
Senator from Louisiana is recognized.

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

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

Mr. DOLE. Mr. President, as I un-
derstand the amendment that has
been offered by the distinguished Sen-
ator from Ohio, it would do a number
of things. I will list these so that the
Members may know.

It would phase out over 4 years the
special 20 percent life insurance com-
pany deduction. The deduction will be
20 percent in 1984; 15 percent in 1985;
10 percent in 1986; 5 percent in 1987;
and zero in 1988 and years thereafter.
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But it also strikes the alternative life
insurance company deduction for
small- and medium-sized growing com-
panies, and would strike the following
provisions benefiting the following
companies: security benefits of Pan
American Life; certain high surplus
mutual companies; Western and
Southern Life of Ohio; companies in
Texas, Oklahoma, Alabama that ac-
quired life insurance companies; Dial
Financing; Northwest Group in Iowa
and Minnesota; certain assessment
companies in Texas. It would also
strike a special provision for giving the
recapture of certain tax deductions.

Is that essentially it?

Mr. METZENBAUM. I am not cer-
tain about all those companies. We
left some of those provisions in that
we thought had some merit. I think it
also should be pointed out that with-
out the amendment the reduction for
the industry would be $2.5 billion.
With the amendment in, the deduc-
tion for the industry would be $1.5 bil-
lion. So it picks up about $1 billion.

Mr. DOLE. I think it would increase
the taxes of the insurance industry by
about $1 billion. The Senator from
Ohio indicated it would pick up about
that much money.

I believe the Senator from Louisiana
wanted to make a comment.

Mr. LONG. Mr. President, here is
my understanding of the situation:
Under the stopgap legislation enacted
in 1982, the life insurance companies
are paying a total of about $2 billion a
year in taxes.

Under the committee amendment
which is before us now, they would
pay about $3 billion a year.

Under the Metzenbaum amendment,
I think they would start out in the
first year paying about $200 million
more than under the committee provi-
sions. But when the Metzenbaum
amendment is in full effect, it would
increase the tax by about $2 billion a
year.

Mr. METZENBAUM. Senator DoLE
said $1 billion.

Mr. DOLE. It is $40 million per per-
centage point. So 20 times $40 million
is $800 million.

Mr. METZENBAUM. It is 20 for 1
year, 15 for another, 10 for another
and 5 for another, because it is phased
out,

Mr. LONG. I think the people ought
to know how much of an increase in
tax is involved. Mr. President, I am
asking the staff to give us the total for
the Metzenbaum amendment.

Mr. METZENBAUM. Will they also
tell us how much will be the deduction
as compared to the deduction provided
under the present proposal? There
still will be a very substantial deduc-
tion under present law.

Mr. LONG. My understanding, Mr.
President, is that with the Metz-
enbaum amendment in full effect, it

would amount to an increase of about
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$1 billion a year above what the Com-
mittee provisions would raise. The
amendment, as I understand it, would
increase taxes on every life insurance
company paying taxes, compared both
to the law under which they paid their
taxes this last year, and also compared
to what is recommended by the com-
mittee.

The committee has recommended
that the tax be increased by roughly
50 percent over what they paid last
year. The Metzenbaum amendment
would give them a chance to pay even-
tually a 100-percent increase in taxes
over what they paid last year. They
can be fairly sure that they are going
to pay more with this amendment.

There is no way that you can put
this additional $1 billion of taxes on
the industry without affecting the pol-
icyholders. The industry cannot pay
these taxes except by getting it from
their policyholders. Any company at-
tempts to pass the taxes through to
the customers to the extent they can.
The only customers the insurance
companies are apt to pass this tax on
to would be their policyholders.

It is not my business to tell them
how to do that, but it would be my
opinion that every company in Amer-
ica would be trying to find a way to do
this if their taxes are doubled, which
is what the overall effect of the Metz-
enbaum amendment would be. They
paid $2 billion last year; the commit-
tee would raise that by $1 billion; and
the Metzenbaum amendment would
raise it another $1 billion.

With their taxes doubled, I would
think that any enterprising company
would try to find a way to pass the tax
increase on to their customers any way
they could. The only customers life in-
surance companies have to pass the
taxes on to would be their policyhold-
ers.

Mr. METZENBAUM. Mr. President,
I have to compliment my friend from
Louisiana. He is masterful in obfuscat-
ing the facts. There is nothing about
increasing taxes $1 billion a year in
this proposal that is before us. This
proposal that is before us, not mine
but theirs, will reduce taxes $2.5 bil-
lion. I did not make up those figures.
They are in this green book. They are
on everybody's desk. You can read
them. How can they come to this floor
and say that the taxes are being in-
creased by the committee $1 billion a
year and then look at the report
which says they are being reduced $2.5
billion over a 5-year period?

There are just certain facts that are
irrefutable.

What my amendment will do will
not increase taxes $1 billion a year.
What my amendment will do will be to

phase it in, and it will increase it prob-
ably $1 billion over the first 4 years,

according to the information that the
staff has given me. But that will be $1
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billion as against the $2.5 billion re-
duction.

So I say to you that what you are
talking about is a matter of phasing in
this equitable measure which will still
provide a reduction in taxes for the in-
dustry over what the present law
would provide. That is what we have
to keep our eye on.

We are talking about everybody who
comes here wanting to reduce the defi-
cit. Everybody says they want to bal-
ance the budget. The only reason this
Senator is on the floor tonight and
was on the floor yesterday was be-
cause I object to a revenue measure
which provides loophole after loop-
hole after loophole, tax reduction
after tax reduction after tax reduc-
tion.

I commend the Senator from Kansas
for his candor. He said, “It is the best
we can get.” He said, “Under the cir-
cumstances we had to negotiate with
the industry. Maybe we should have
gone further but we could not get any
further.”

I respect that, but my amendment
will at least move us in the direction of
equity, and if you are talking about
equity, then you ought to accept this
amendment because it will still provide
for the insurance industry a substan-
tial reduction over the taxes they
would have to pay if you did not have
any provision at all in this tax bill.

Mr. DOLE. Mr. President, I thank
the Senator from Ohio. I think he has
some concerns. I do not know how
many billions are in this tax bill.
There will be some provisons that
probably could have been scrutinized
more closely. Maybe we could have
done a better job. We do get $600 mil-
lion more in our package than the
House did. Not that that gets any
merit badge, but just a piece of one.

A phaseout of the 20-percent reduc-
tion is estimated by the Joint Commit-
tee to increase revenues by about $1.4
billion through 1987, and after it is
fully phased out it will be about $1 bil-
lion a year.

Again, let us face it. We will be back
next year looking for revenues. I am
not suggesting we are going after
anyone, but everything is on the table
again. If we see what revenues we
bring in, we will have some experience
by then. Maybe the idea of the Sena-
tor from Ohio would make a lot of
sense.

I would hope we could keep this
package together. We worked hard on
it. The vote was 20 to 0. Every Demo-
crat and Republican voted for the pro-
posal. If we start it apart piece by
piece, it will totally unravel.

I am prepared to vote.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment of the Senator from Ohio. The
yeas and nays have been ordered and
the clerk will call the roll.
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The assistant legislative clerk called
the roll.

Mr. BUMPERS (when his name was
called). Present.
Mr. FORD.
called). Present.

Mr. STEVENS. I announce that the
Senator from Maryland (Mr. Ma-
THIAS), the Senator from Texas (Mr,
ToweRr), and the Senator from Con-
necticut (Mr. WEICKER) are necessarily
absent.

I further announce that, if present
and voting, the Senator from Con-
necticut (Mr. WEICKER) would vote
“nay."”

Mr. CRANSTON, I announce that
the Senator from Texas (Mr. BENT-
SEN), the Senator from Colorado (Mr.
HarT), and the Senator from South
Carolina (Mr. HOLLINGS) are necessari-
ly absent.

The PRESIDING OFFICER. Are
there any other Senators in the Cham-
ber who desire to vote?

The result was announced—yeas 3,
nays 89, as follows:

[Rollcall Vote No. 60 Leg.]
YEAS—3
Metzenbaum

NAYS—89

Glenn
Goldwater
Gorton
Grassley
Hatch
Hatfield
Hawkins
Hecht
Heflin
Heinz
Helms
Huddleston
Humphrey
Inouye
Jepsen
Johnston
Kassebaum
Kasten
Kennedy
Lautenberg
Laxalt
Leahy
Levin

Long

Lugar
Matsunaga
Mattingly
McClure
Melcher
Mitchell

ANSWERED "“"PRESENT"—2
Bumpers Ford

NOT VOTING—8

Hollings Tower
Hart Mathias Weicker

So Mr. METZENBAUM'S amendment
(No. 2923) was rejected.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
amendment was rejected.

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

The motion to lay on the table was
agreed to.

(By request of Mr. BAKER, the fol-
lowing statement was ordered to be
printed in the REcorD:)
® Mr. WEICKER. Mr. President, due
to a prior commitment, I was necessar-

(when his name was

Chiles Proxmire

Abdnor
Andrews
Armstrong
Baker
Baucus
Biden
Bingaman
Boren
Boschwitz
Bradley
Burdick
Byrd
Chafee
Cochran
Cohen
Cranston
D'Amato
Danforth
DeConcini
Denton
Dixon
Dodd

Dole
Domeniei
Durenberger

Moynihan
Murkowski
Nickles
Nunn
Packwood
Pell

Percy
Pressler
Pryor
Quayle
Randolph
Riegle
Roth
Rudman
Sarbanes
Sasser
Simpson
Specter
Stafford
Stennis
Stevens
Symms
Thurmond
Trible
Tsongas
Wallop
Warner
‘Wilson
Zorinsky

Bentsen
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ily absent for the Metzenbaum amend-
ment to strike the life insurance provi-
sions of the Finance Committee
amendment to H.R. 21630. Had I been
present, I would have voted against
Mr. Metzenbaum’s amendment regard-
ing the life insurance provision to H.R.
2163.@

Mr. LONG. Mr. President, it is mis-
leading to say that expiration of the
stopgap life insurance provisions of
TEFRA will cause a return to 1959
law, and thereby raise more revenue.
Let me point out that the Finance
Committee's 1982 TEFRA bill perma-
nently repealed the modified coinsur-
ance, or “modco,” loophole of the 1959
law. Repeal of modco increased life in-
surance company taxes by approxi-
mately $2 billion a year.

Accordingly, if we do not enact new
legislation to replace the stopgap
rules, we will not return to the status
quo under the 1959 law. Instead, we
would go to a law that has never been
in effect for a single day. That is, we
would go to the 1959 law without the
modco loophole. That is because of
the good work of the Senator from
Kansas (Mr. DoLg), the Finance Com-
mittee, and the Senate in 1982. When
we did that, we felt that the impact
would be too great, so we passed a
stopgap law which we now replace
with a more permanent and more fair
law which increases taxes on insur-
ance companies by about 50 percent,
compared to the expiring stopgap law.

When the Senator from Ohio (Mr.
MEeTzENBAUM) speaks of going back to
the 1959 law, he is talking about going
back to a law that has never existed at
anytime and never will exist.

He is basing his revenue estimates
on the assumption that Congress
would choose to put into effect a law
that neither he nor anyone else, to my
knowledge, has advocated.

In my view, revenue estimates based
on any such assumption is mere fanta-
SY.

Mr. DOLE. Mr. President, I under-
stand that the distinguished Senator
from New York (Mr. D’AmaTO), in a
few minutes, will propose an amend-
ment, and we will have a vote on it. I
hope we can round up some additional
amendments. I have no desire to keep
Senators here, but we need some idea
of how many amendments there are,
in the hope that we might finish on
Thursday evening.

If there are any Members who have
amendments that are in the negotia-
tion stage, we might be able to take a
look at some of those.

Does the Senator from Rhode Island
have an amendment?

Mr. CHAFEE. Yes,

Mr. President, as we begin debate on
the ‘deficit reduction package, I would
like to commend the chairman of the
Finance Committee for the work he
has done in bringing the committee to
unanimous agreement on the final
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package. It was not an easy task.
There were some members of the com-
mittee who wanted to reduce the defi-
cit mainly by cutting spending and
others who preferred to solve the
problem mainly by raising taxes. What
we finally agreed to was a major Fi-
nance Committee contribution to defi-
cit reduction. This consists of $48 bil-
lion in revenue increases through
fiscal year 1987 and $14.8 billion in
spending reductions in programs
under the Finance Committee’'s juris-
diction.

The amendment prepared by the Fi-
nance Committee is one part of the so-
called $100 billion downpayment. The
other elements of the plan will be con-
tributed by other committees. The
result will be a deficit reduction effort
consisting half of revenue increases
and half of spending reductions.

I would like to see us make a larger
downpayment on the budget deficit,
but that desire will not keep me from
working hard to see this small down-
payment passes. The bill is very long
and complicated, and I do not want to
discuss or describe every provision.
But I would like to point out that no
one segment of the society has been
singled out to bear the entire burden
of either the spending reductions or
the tax increases.

First, we have simply deferred cer-
tain tax reductions which were sched-
uled to go into effect in the future.
Several of these provisions were provi-
sions I had been very supportive of in
the past and I am still supportive of
them. However, in the spirit of deficit
reduction, we agreed to delay these.
For example, I reluctantly agreed to
the deferral of future increases in the
amount of the exclusion for Ameri-
cans working abroad and the deferral
of the net interest exclusion in view of
these budget deficits. Postponing
scheduled tax reductions was a first
step in the deficit reduction plan.

Next, we turned to the area of corpo-
rate tax reform and tax accounting
practices. Here we faced a difficult
task of untangling the many intricate
and complex business practices that
have grown up often as a result of the
well-intended tax incentives we have
enacted over the years. The President
has stated that in 1985 he wants to
tackle the serious job of major tax
reform and simplification; but, in the
meantime, we are faced with correct-
ing the problems we have in the oper-
ation of the existing law. This is neces-
sary maintenance if we want to keep
the tax code operating fairly.

For example, this package contains a
very important section dealing with
abuses that had arisen in the area of
tax-exempt entity leasing. Without
this legislation, we could have a seri-
ous hemorrhage in our Federal Treas-
ury as a result of the unintended
transfer of tax benefits through leases
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or sale leasebacks by tax-exempt enti-
ties.

In the corporate tax reform area,
the bill has taken several suggestions
from the lengthy study done of the
corporate tax system by the Finance
Committee staff working with leading
members of the tax bar. For example,
the bill reduces the dividends received,
deduction for dividends from debt-fi-
nanced portfolio stock, and the bill
would tax a corporation making distri-
butions of appreciated property in a
nonliguidating distribution.

One provision not derived from the
staff study, which I am pleased to
have offered, is a proposal to curb the
use of so-called golden parachutes.
Top management in corporations an-
ticipating the possibility of a takeover
may obtain a golden parachute con-
tract which promises to pay them ex-
orbitant salaries or benefits in the
event there is a takeover and they
have to bail out. These golden para-
chutes can protect or reward bad man-
agement, and under this bill payments
under these contracts will be pre-
sumed to be nondeductible to the cor-
poration, on the basis that they are
not ordinary and necessary business
expenses. In addition, the person re-
ceiving the payment will have to pay a
nondeductible excise tax of 20 percent
of the payment. I hope that this treat-
ment will discourage, if not eliminate,
these golden parachute arrangements.

The sections of this bill dealing with
accounting abuses are very complicat-
ed but they are based on two very
simple and important principles. First,
in tax accounting, whenever we have
two parties to a transaction, one de-
ducting a payment and one recogniz-
ing income as a result of this payment,
there ought to be a matching of the
timing of the deduction and the
income recognition. We have tried to
eliminate situations in which one
party is taking large deductions for
payments made in one year, yet the
person receiving the payments is not
reporting them in income for a year or
more later.

The second principle behind the ac-
counting changes is the recognition of
the so-called time value of money.
This is a principle which we have all
become aware of because of the high
interest rates. A classic example of
this is in the area of so-called prema-
ture accruals. Businesses, as accrual
basis taxpayers, can deduct expenses
which they have not actually paid, but
which they are liable for. In some situ-
ations, businesses have been trying to
deduct currently the expenses for
which they know they are going to be
liable, as a result overstating the de-
duction. The bill establishes a prinei-
ple that the business cannot deduct
the expense until economic perform-
ance occurs.

The bill contains additional taxpay-
er compliance provisions which are
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aimed at improving the ability of the
IRS to audit tax returns and collect
taxes from those not properly report-
ing their income. Improving compli-
ance with our tax laws must continue
to be an important priority for two
reasons. First, it is not fair to raise the
taxes of those already paying without
first collecting from those who are
not, and second, taxpayers lose respect
for tax laws which are not enforced.

In the compliance area, among other
things, this bill requires that tax shel-
ter promoters keep lists of participants
so that when the IRS does find irregu-
larities, they can more easily track
down individual investors. The bill in-
stitutes new reporting requirements
for large—more than $10,000—cash
transactions. These requirements are
designed to help catch those with ille-
gal sources of income. The bill con-
tains a provision regulating appraisers
practicing before the IRS. This is to
curb the abuses that continue to occur
as the result of the overvaluation of
property deducted for tax purposes.

One area of abuse that has been par-
ticularly difficult for the IRS to
handle on an individual audit basis has
been the personal use of luxury auto-
mobiles that are also deducted as busi-
ness expenses. I cosponsored an
amendment which I hoped would
eliminate many of the problems in
this area. It would have simply denied
any business a deduction for an auto-
mobile which cost more than $15,000.
The committee defeated this proposal
by a very close vote and instead adopt-
ed a provision which will limit tax de-
ductions for any property—not just
automobiles—which is not used 90 per-
cent of the time for business purposes.
While I am pleased with this provision
insofar as it addresses the business
versus personal use question, I still
think we cannot afford to allow busi-
nesses tax benefits on the purchase of
$100,000 luxury automobiles.

Unfortunately, the provisions of this
bill which correct accounting abuses,
institute corporate tax reform and im-
prove taxpayer compliance do not
raise sufficient revenue. The commit-
tee had to turn to other measures, and
some of them will not be popular. Nev-
ertheless, after consideration, I think
Senators will agree that they are nec-
essary.

We decided on these measures as a
package since all of them primarily
affect real estate. The bill contains
some items that many in the real
estate community want, but some will
not be welcomed. It includes an exten-
sion of the mortgage revenue bond
program for 4 more years and the cre-
ation of the alternative mortgage tax
credit certificates, but it provides some
new restrictions on industrial revenue
bonds and an increase from 15 to 20
years in the ACRS life of all real prop-
erty, except low-income housing. In
view of our budget deficits, we have
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had to take a very hard look at how
many tax benefits for real estate we
can afford. It is not a matter of curb-
ing abuses in these areas anymore. It
is a matter of how many tax incentives
the Federal Treasury can afford, even
for very good purposes. There are still
an enormous number of tax benefits
available in connection with the own-
ership and/or development of real
estate. After looking at several other
possible changes, such as tightening
the recapture rules, the committee
compromised and adopted these provi-
sions.

Despite the committee's overriding
goal of deficit reduction, there are
some provisions in this bill which lose
revenue. This is because there are cer-
tain tax incentives which the commit-
tee felt were of great importance to
the long-range success of our econo-
my. For example, this bill makes the
R&D tax credit permanent. However,
the definition of research and experi-
mentation has been narrowed to more
carefully limit the availability of the
credit to truly innovative activities. As
one of the original cosponsors, I ap-
plaud the inclusion of this provision.

The bill also contains a scaled-down
version of the Enterprise Zone legisla-
tion which I orginally introduced. The
new proposal would provide for 75 des-
ignated enterprise zones selected by
the Secretary of HUD, which would be
eligible for special tax incentives. No
zones would be designated until after
January 1, 1985.

One of the major provisions of this
bill is the complete revision of the tax-
ation of the life insurance industry.
This is the first revision of the tax-
ation of this industry since 1959. Al-
though it shows up as a revenue loser
in the context of this bill, it will actu-
ally result in the industry paying more
tax than it has been during the last 2
years while it has been operating
under the so-called stopgap proposal.
The fact that we did not enact this
legislation prior to the expiration of
the stopgap, means that the revenue
impact is now measured against the
old 1959 law, even though no one is se-
riously suggesting that the companies
continue to be taxed under those pro-
visions. Whatever happens to this bill,
I would like to emphasize how impor-
tant it is to resolve the uncertainty in
the insurance industry taxation in any
bill we pass this year.

There is another provision in the bill
which, although it now appears to be a
slight revenue loser, was originally es-
timated by the Treasury Department
to be a revenue gainer, and which I
still heartily support—the repeal of
the 30-percent withholding tax on in-
terest paid to foreigners. The bill will
phase out this tax over the next 5
years and thus increase the access of
many U.S. businesses to the capital
markets of Europe. This provision will
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eliminate the necessity for U.S. busi-
nesses to go through the Netherlands
Antilles in order to participate in the
Eurobond market. I think this provi-
sion is especially important in view of
the increased pressures we will face in
our own capital markets as we try to
finance our budget deficits.

This bill contains a number of
changes in the pension area, which I
as chairman of the Subcommittee on
Pensions, Savings, and Investment
Policy am glad to see. First, we have
proposed repeal of the super top-
heavy rules enacted in the Tax Equity
and Fiscal Responsibility Act of 1982.
The rules have proved burdensome
and unnecessary and after holding
hearings on the problems last spring, I
was pleased to join Senator BENTSEN
in cosponsoring the amendment for
their repeal.

There is one other provision in this
bill which I sponsored, namely the
lowering of the tax on methanol from
9 cents per gallon to 4.5 cents per
gallon. This was approved by a vote of
15 to 0 by the committee, and it is to-
tally meritorious.

In the Surface Transportation As-
sistance Act of 1982, the Congress in-
creased the tax on gasoline to 9 cents
per gallon in an effort to increase the
ability of the highway trust fund to
pay for necessary repairs to the Na-
tion’s roads and bridges. Congress ex-
empted some alternative fuels from
this tax in an effort to encourage their
use. The House version of this bill
completely exempted methanol from
tax, but when the bill came to the
Senate, an amendment was added sub-
jecting methanol produced from natu-
ral gas to the full 9 cents per gallon
tax because of concern that using nat-
ural gas to produce methanol would
increase the cost of natural gas for
home heating. The author of that
amendment has now dropped his ob-
jection and voted for this decrease in
committee.

This provision affects only neat
methanol, that is methanol that is 85
percent pure. It has nothing to do
with gasohol which is made from gaso-
line with small amounts of ethanol al-
cohol added. Neat methanol can only
be used in specially equipped metha-
nol cars, and currently there are fewer
than 1,000 methanol cars in the
United States. We hope to encourage
more of them because methanol
fueled cars are cleaner than gasoline
fueled cars. They produce no sulfur or
nitrogen oxides, and methanol has a
higher flash point making it safer.

Neat methanol produced from coal
or biomass is already totally exempt
from the 9 cent per gallon tax. Even-
tually we hope that all methanol will
be produced from those sources. In the
meantime methanol is being produced
from natural gas. In an effort not to
handicap its development, I proposed
lowering the tax to 4.5 cents on this
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type of methanol based on the theory
that it takes approximately 2 gallons
of methanol to go as far as you can go
on 1 gallon of gasoline. This is simply
a provision designed not to overtax
this viable alternative fuel relative to
gasoline, and I hope that once Sena-
tors have had time to examine the
issue they will agree that the provision
is deserving of support.

This bill contains many other very
important provisions which I will not
take time to describe. There are some
major changes in the laws governing
private foundations, the first since
1969. There is a proposal to repeal the
current export incentive of domestic
international sales corporations
(DISC's) and substitute a new incen-
tive called foreign sales corporations
(FSC's) which would not violate
GATT. In response to complaints from
the trucking industry, the committee
adopted an alternative to the heavy
use tax which was to go into effect
July 1, 1984, which involved lowering
the maximum tax from $1,600 to $600
and imposing a 6-cents-per-gallon addi-
tional tax on diesel fuel.

Mr. President, the Finance Commit-
tee also made some important changes
in other programs. The resulting sav-
ings total $14.8 billion through fiscal
year 1987. Some of these changes will
affect the medicare program, and I
would like to discuss them briefly.

Yesterday, the Finance Committee
held hearings on the solvency of the
hospital insurance trust fund which is
part A of the medicare program. At
the hearing, the Advisory Council on
Social Security, chaired by Dr. Otis
Bowen, presented its recommendations
on the medicare program. Its conclu-
sion is that the trust fund will be in-
solvent by the end of this decade. I be-
lieve that, in light of this information,
Congress will have to make some very
fundamental changes in the program.
This restructuring will have to occur
as early as next year if we are to pre-
vent its bankruptcey.

In view of this, I have been reluctant
to make piecemeal changes in medi-
care. Nevertheless, I am supportive of
the package reported by the Finance
Committee because I believe it makes
some necessary, but not fundamental,
changes in the program.

Our actions are responsible both in
the context of the deficit and in the
context of the long-term health of the
medicare program. This package will
not affect our ability to grapple with
the issues we will need to deal with
next year. In fact, these savings, and
the changes in the behavior of hospi-
tals and physicians that will result,
may buy us some valuable time to de-
velop the reforms that will be needed
to restructure the program.

I strongly urge my colleagues not to
attempt to make any further changes
in medicare at this point. To propose
mandatory assignment or a freeze in
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the implementation of prospective re-
imbursement may preempt our ability
to deal with these issues in a thought-
ful and intelligent manner early next
year,

Some of the more important propos-
als before us today deal with cost con-
tainment. We limit the increases in
hospital reimbursement and establish
a fee schedule for all out-patient clini-
cal laboratory services. We also freeze
physician reimbursement for 1 year
beginning in July. The freeze would
remain in effect for an additional year
for all physicians who do not accept
assignment. Some may argue that this
freeze will have an adverse effect on
beneficiaries because nonparticipating
physicians will charge them directly
for whatever amounts medicare will
not pay. I believe we have addressed
that issue by requiring the establish-
ment of directories and hotlines to
help beneficiaries identify which phy-
sicians accept assignment.

Another important change we make
on the spending side is the increase in
the maternal and child health block
grant. We also mandate medicaid cov-
erage for pregnant women. Programs
like these which focus on preventive
health care will lead to lower health
care costs in the future.

In conclusion, Mr. President, I sup-
port the work of the Finance Commit-
tee. It makes an important contribu-
tion to deficit reduction, and it makes
necessary revisions in current law. Al-
though T, and several colleagues, will
introduce shortly a comprehensive
budget plan that will achieve much
more substantial budget deficit reduc-
tions, I, nonetheless, strongly support
the Finance Committee package.

AMENDMENT NO. 2924

(Purpose: To delay tax indexing until 1988)
Mr. CHAFEE. Mr. President, I send
to the desk an amendment and ask for
its immediate consideration.
The PRESIDING OFFICER. The
amendment will be stated.
The legislative clerk read as follows:
The Senator from Rhode Island (Mr.
CHAFEE), for himself, Mr. MaTH1As, and Mr.
glzzl‘icm. proposes an amendment numbered
Mr. CHAFEE. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.
The PRESIDING OFFICER. With-
out objection, it is so ordered.
The amendment is as follows:
At the appropriate place in the pending
amendment, add the following:
SEC. .DELAY OF COST-OF-LIVING AD-
JUSTMENT TO 1988.
(a) IN GENERAL.—Subsection (f) of section
1 of the Internal Revenue Code of 1954 (re-
lating to adjustments in tax tables so that
inflation will not result in tax increases) is
amended—
(1) by striking out *“1984" in paragraph (1)
and inserting in lieu thereof "1987", and
(2) by striking out “1983” in paragraph
(3XB) and inserting in lieu thereof “1986".
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(b) CONFORMING AMENDMENT.—Subsection
(e) of section 100 of the Economic Recovery
Tax Act of 1981 is amended by striking out
“1984" and inserting in lieu thereof “1987".

Mr. CHAFEE. Mr. President, the
amendment I have sent to the desk
would defer the indexing of Federal
income taxes for the next 3 years.

As people know, the indexing of indi-
vidual income taxes is planned to take
effect in 1985. What my amendment
does is to defer the start of that index-
ing until 1988. This is not a removal of
the indexing; it is a postponement of
it.

Mr. President, the reasons for this
amendment are very simple. Every
Senator in this Chamber has given
stirring speeches on the evils of defi-
cits.

They have all pointed out that we
are running deficits of $200 billion,
and that these deficits are intolerable.
We have each given speeches in our
districts saying that these deficits are
leading to the increased interest rates,
that they are spoiling our exports, and
that they present a thoroughly dan-
gerous situation for the future of the
country.

So, Mr. President, I am proposing to
postpone indexing of the Tax Code for
3 years. 1 realize that this amendment
will likely rekindle the debate on the
merits of indexing generally.

Mr. President, may we have order?

The PRESIDING OFFICER (Mr.
JEPsgN). The Senator’'s point is well
taken. The Senate will be in order.

Mr. CHAFEE. Mr. President, if you
want to debate the merits of indexing
generally, I would be glad to accept
that challenge and engage in such a
debate.

However, regardless of the philo-
sophical differences which Senators
may have on this subject, I believe
that there is a separate question
which we must address, namely, that
of whether this country of ours can
truly afford to embark on a costly new
tax expenditure program at a time
when we are running deficits of $200
billion a year.

I think the answer is clearly “No.”

Now there is an irony in the debate
over indexing. Proponents argue that
indexing is essential to protect the
taxpayers from the harmful effects of
inflation, which pushes them into
ever-higher tax brackets, thus eroding
real income. But there is another con-
sideration. Because indexing will cost
the U.S. Treasury $51 billion over the
next 3 years, the Federal Government
will be forced to borrow that same
amount, thus putting further pressure
on interest rates and aggravating the
self-same inflation that the indexing is
supposed to mitigate against.

As a practical matter, indexing of
Federal benefits, as opposed to taxes,
has been established as a matter of
course in several programs. We recog-
nize that. There is indexing of social
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security. There is indexing of Federal
pensions. There is indexing of military
pensions. There is indexing of postal
pensions, and there is indexing in
other programs as well. So be it.

I think many of us, if we had to start
all over again, might not have started
this indexing, but we are now commit-
ted to it in certain programs. That is
not a reason to expand it, which is
what indexing the Tax Code would do.

Starting in 1985, we get into a whole
new program, a program that is going
to cost a Government which is already
broke $51 billion additional a year.

It does not make any sense, Mr.
President.

Now, Mr. President, we have seen
other nations that have gotten deeply
into indexing. We have seen nations in
South America. We have seen Israel.
We have seen other nations around
the world assert that the answer to
their inflation problems was to index.
They have tried to index wages, to
index pensions, and to index bank ac-
counts. No matter what it is, index it.
As a result, few people in those coun-
tries come to realize the dangers of in-
flation.

Mr. President, that is what we will
have in this country starting in 1985.
Indexing is one more shelter for the
people against inflation. The best cure
for inflation is for the people, the tax-
payers of America, to recognize what
inflation is and, Mr. President, I am
anxious to hear the arguments against
this.

The arguments will be that the
middle-income people will benefit
from indexing. Well, maybe they will.
Every single group that we talk to as
Senators come to us with programs
they want. The realtors want this. The
life insurance people want that. The
middle-income people want something,
and the lower income people want
something else. The wealthy people
want everything. But if we say to any
of these groups, if you had a chance to
balance the budget of the United
States, would that be the thing you
would want most of all, the answer is
always yes.

So, Mr. President, this is not just a
modest step in that direction. It is a
major step in that direction. Here we
are with a tax bill on the floor, which
we hope we can finish in 3 days. When
all the huffing and puffing is done,
that tax bill will yield us $48 billion
more in revenue. Yet next year we are
starting a program that will cost us
$51 billion. It will cost $3 billion more
than what we will raise after all the
effort we are making here. I was part
of that effort in the Finance Commit-
tee, all this closing of loopholes, all
this effort with insurance companies,
all these changes in accounting prac-
tices, and all the closing up of the
little escape holes for taxpayers. We
are doing all of that, but when all is
said and done, we raise $48 billion.
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Here, Mr. President, is an amend-
ment that in fairness, in fiscal respon-
sibility, we must adopt. Unless we do
something and do something substan-
tial, both the deficits and the interest
rates will continue to go up.

Mr. LONG. Mr. President, will the
Senator yield for a question?

Mr. CHAFEE. I am glad to yield to
the Senator.

Mr. LONG. Mr. President, I think
we should have order in this Chamber.

Mr. SYMMS. Mr. President, could
we have order please?

The PRESIDING OFFICER. The
Senate will be in order.

All staff people will resume their
seats as per the rules. Those who
refuse to do so I will ask the Sergeant
at Arms to escort them out of the
Chamber.

The Senator may proceed.

Mr. LONG. Mr. President, will the
Senator tell us how much additional
revenue the Senator’s bill would raise
compared to the revenue to be raised
by the tax portions of the existing bill
that is before the Senate?

Mr. CHAFEE. The existing bill
before the Senate raises $48 billion.

Mr. LONG. Over a 3-year period.

Mr. CHAFEE. Over a 3-year period.

The cost of indexing, which starts in
effect in 1985 unless we do something
about it now, will be $51 billion. In
other words, we are like the squirrel in
the cage, except we do not even hold
our own. We fall to the bottom of the
cage, the bottom of the squirrel cage.

Mr. BUMPERS. Mr. President, if the
Senator will yield, he is talking about
a 3-year period, is he not?

Mr. CHAFEE. I am.

Mr. BUMPERS. $51 billion from
1985, 1986, and 1987.

Mr. CHAFEE. The Senator is cor-
rect.

Mr. President, some say we should
have this. Maybe we should. It is a
lovely piece of candy, and I am not
going to take it away from anyone. All
I am saying is let us postpone it for 3
years and then we will have a chance
to look at it. Maybe we will be a great
big wealthy country with that bal-
anced budget we have all been seeking
and, wonderful, we will take it.

But how in the name of any sense of
fiscal responsibility can we do it now?

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

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

Mr. CHAFEE. I certainly will yield
to the Senator. The Senator from Ar-
kansas has a question.

Mr. BUMPERS. I am sorry that I
did not know the Senator from Rhode
Island was going to offer this amend-
ment because I had intended to offer a
similar amendment tomorrow and I
would certainly support the Senator’s
amendment. The only difference be-
tween the Senator’s amendment and
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the one I intended to offer is that my
amendment would have protected the
personal exemption and the zero
bracket. The people who are not
paying any taxes right now at that
level, which we call the zero bracket
amount, would be protected under my
amendment. I do not know how many
dollars that saves, because that is not
a controlling consideration. But I am
reluctant to force people who are just
at the point of making enough money
to pay taxes only due to inflation, be-
cause those are the poorest people in
the country. I just want to say to all of
our colleagues that the Senator from
Rhode Island has taken a very coura-
geous stand on this.

We talk endlessly about the deficit.
The House of Representatives is talk-
ing about $178 billion downpayment
over the next 3 years. The President is
talking about $150 billion. Senator
CHILES, who will offer one that will be
around $200 billion when we take up
the budget resolution, and it is the
only one I know of that actually starts
the deficits on a downward trend. The
President’s proposal does not even
stop the escalation of the deficits.

Here is an opportunity to postpone
something that has never taken effect
and in my opinion should never take
effect.

I know all the arguments for index-
ing. We have heard it, and we have it
here.

Yet, here is an opportunity to pick
up $51 billion and make a really seri-
ous effort at reducing the deficit, and
I sincerely hope my colleagues will
support it.

My question to the Senator is: Since
his amendment is a second-degree
amendment and is not subject to being
further amended, would the Senator
consider modifiying his amendment,
which he has the right to do without
unanimous consent, to protect the
zero bracket amount?

Mr. CHAFEE. Let me say this to the
Senator from Arkansas: The point he
makes is a valid one, but I do not have
the language to do that right now.
Here we are with a head of steam up,
and I would hate to get diverted at
this particular point.

Could I say this to the Senator from
Arkansas: Would he and his allies,
those who believe as he does, pitch in
and help with my amendment. Then
tomorrow if this passes, we would be
glad to have a further amendment to
the tax bill to accomplish what the
Senator from Arkansas proposes, and I
would support it.

It makes sense, and I an not out to
hurt anybody who normally would not
be in the tax brackets if the inflation
situation should continue to such an
extent.

Mr. BUMPERS. Let me say to the
Senator from Rhode Island that I
intend to support his amendment. I
applaud his courage and the timeliness

CONGRESSIONAL RECORD—SENATE

of the amendment. I am a cosponsor
of the amendment of Senator HoL-
LINGs, which also, I believe, postpones
indexing.

I cannot give the Senator a vote
count on this side of the aisle. I hope
he will get substantial support on this
side. Certainly I intend to support it.

Mr. CHAFEE. I appreciate that. Let
me say one other thing to everybody
gathered here tonight. There are
those who say, “Oh, this is part of the
President’s program.”

Now, that is not so. The President
did not have this in his program, not
when he campaigned in 1980 nor when
he sent his proposals up to the Con-
gress in 1981. Indexing was never part
of it. Indexing crept in.

As a matter of fact—and the chair-
man of the Finance Committee can
correct me on this—it is my memory
that when we brought that tax bill to
the floor it did not include indexing.
Would the Senator from Kansas cor-
rect me? Am I right in that?

Mr. DOLE. That is correct.

Mr. SYMMS. It was a committee
amendment.

Mr. CHAFEE. It was an amendment
that came subsequently on the floor.
Call it a committee amendment or call
it whatever you want. It was neither
part of the President’s original propos-
al nor part of the Finance Commit-
tee's package that was brought to this
floor.

Mr. SYMMS. Will the Senator yield
for a question?

Mr. CHAFEE. I just want to make
this point clear. Nobody who votes for
postponing indexing is going against
the President’s original proposal. He
never even discussed it in the cam-
paign of 1980.

I know the President is enthusiastic
about indexing now. But we are not
eliminating it. All we are doing is post-
poning it. We cannot ignore what is
happening to the interest rates in this
country. They went up one-half a
point a few weeks ago, and then they
went up another half a point. If you
believe what some of the prognostica-
tors say on Wall Street, they are going
to be at 13% percent by this fall. If
there is ever a reason for a downturn
in the economy, that will be it.

Yes, I yield to the Senator from
Idaho.

Mr. SYMMS. I thank the Senator
for yielding.

I would like to continue the same
line of questioning that the Senator
from Arkansas was pursuing. I say to
the Senator from Rhode Island, that
in view of the fact that prior to the
1981 tax bill, when the American
working man got a 10-percent pay
raise, he got a 16-percent tax increase;
in view of the fact that since President
Carter left office and President
Reagan came into office we have had a
$150 billion increase in nondefense
spending, which accounts for more
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than two-thirds of the deficit, would
the Senator support an amendment
which would wipe out indexing entire-
ly from the language of the Federal
Government?

There are 92 either indexed or infla-
tion-adjusted programs on the spend-
ing side of the Federal budget. Would
the Senator entertain and support an
addition to his amendment which
would delay all indexing on the spend-
ing side and on the tax side for 3
vears? Then we really take a bite out
of this deficit. Would the Senator en-
tertain that amendment?

That is what I would like to support.
That is a large compromise, as the
Senator knows, from this Senator, be-
cause I believe that we should reduce
spending, not increase taxes. Would
not you agree that the Government
has profited over the years from infla-
tion and the lack of indexing in the
tax code; that the politicians and the
bureaucracy in Washington have had
a self-interest in encouraging inflation
because they pushed people into
higher tax brackets forcing working
people to pay higher taxes; enabling
politicians to have more money with
which to buy votes from other people?
Let us just freeze everything across
the board. Would the Senator support
that?

Mr. CHAFEE. If the Senator wants
to present that measure, no indexing
in social security or in retirement, that
is his business. I am not prepared to
support that.

Mr. SYMMS. So just stick it to the
taxpayers?

Mr. CHAFEE. The best thing we can
do for the taxpayers of this country is
to reduce that deficit. You can catego-
rize it any way you want.

Mr. SYMMS. Will the Senator yield
for another question?

Mr. CHAFEE. Let me finish. In
answer to the Senator's question, the
answer is no. If you want to present
something tomorrow or whatever you
want to do, that is the Senator's busi-
ness. The amendment that I have
before the Senate tonight only deals
with the indexing of the Tax Code,
which was an afterthought in the 1981
tax package.

Mr. SYMMS. Will the Senator yield
for one more question? And I appreci-
ate his sincerity. I serve with him and
I am proud to be with him on the Fi-
nance Committee. I know his dedica-
tion on this matter. There is no Sena-
tor I respect more than the Senator
from Rhode Island.

But I do not believe the Senator’s
amendment can pass under the cur-
rent circumstances. If we just have to
choose between indexing the tax side
and not the spending side, it has no
chance of passage. If we want to do
the whole thing and take a courageous
bite out of the deficit tonight, why do
we not set the Senator's amendment
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in a situation parliamentarily where
we could offer another amendment so
that we could have both spending cuts
and tax increases together, and then
we could fish or cut bait in here and
see how much we really care about the
deficit. I think the Senator might find
he would get people from my perspec-
tive to make a compromise and vote
with him on his amendment if he, in
fact, would de-index all of the 92
either inflation adjusted or indexed
programs on the Federal spending side
of the ledger.

If we could do that, we would do
something great for America. We
would lower interest rates. We would
help get people back to work and
make this country truly stronger, and
then those people who are less fortu-
nate than others would not have to
fight the problem of high interest
rates and impending higher rates of
inflation.

Mr. CHAFEE. I can tell the Senator
from Idaho this: If he thinks my
amendment has got tough sledding, if
he added in all the provisions he has,
that amendment would not even start
sledding. It would be stuck before it
could go anywhere.

So I say let us do what we can right
now. If the Senator wants to come for-
ward with another proposal, there is
plenty of room. We are not going to
finish tonight. As a matter of fact, I
think we will probably be on this bill a
good portion of tomorrow. So come
forward with your measure then.

But, in the meantime, strike a blow
for freedom, strike a blow for fiscal re-
sponsibility. I have room for one more
cosponsor, and I would be glad to have
the Senator’s name on it.

[Laughter.]

Mr. SYMMS. Will the Senator yield
for one more question? Is it not true
that the Federal Government is spend-
ing approximately 25 percent of the
gross national product, our tax reve-
nues equal approximately 19 percent
of the gross national product, and that
we balance the budget by either bor-
rowing or printing money to make up
the difference? Is that true or false?

Mr. CHAFEE. That is true. We are
borrowing.

Mr. SYMMS. Then why are we so
afraid of my suggestion? In reality, we
would be reducing expenditures and,
therefore, reducing the burden off the
backs of the taxpayers that are al-
ready overburdened.

Mr. CHAFEE. Why is the Senator
taking time on my amendment to ex-
plain his?

[Laughter.]

Mr. SYMMS. Because if we pass
them together we would have some-
thing worthwhile.

Mr. CHAFEE. There is time blocked
out for the Senator to offer his
amendment with what I presume will
be nearly unanimous support in the
Chamber based on what he has said.
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But, meanwhile, I would like to
move ahead with my little effort,
modest though it is. It means a lot to
me. It means a lot to the country.

Mr. BUMPERS. Will the Senator
yield?

Mr. CHAFEE. Yes.

Mr. BUMPERS. I admire the Sena-
tor from Rhode Island. Let the Sena-
tor from Idaho offer his amendment.
But on this particular amendment, I
would say to the Senator from Idaho
that the President has submitted a
budget of $925 billion beginning Octo-
ber 1 of this year.

The ordinary man on the street in
this country does not know that of
that $925 billion, only $406 billion will
be covered by personal and corporate
taxes. Most people assume that when
the President sends a budget over here
of $925 billion, they pay for all but the
$180 billion deficit in income taxes.

The truth is, well under 50 percent
of the budget comes from personal
and corporate taxes. The expenditures
which are out of control in the budget
are servicing the national debt.

In 1980, incidentally, 12 percent of
all the taxes paid in this country went
to service the national debt. In 1984,
however, 27 percent of all the taxes
collected in this country will be
needed to service the national debt,
and if we do not do something about
the deficits, between 47 and 50 percent
of all the taxes collected in 1988 will
be needed to service the national debt.

So here is an opportunity. If you
want to cut the deficit, here is a
chance to cut $51 billion. But the best
of it is you are going to be cutting $5
billion a year in expenditures forever
because that is the interest we are
going to be paying on the deficit, if we
do not do what the Senator from
Rhode Island is suggesting.

Mr. CHAFEE. I appreciate the re-
marks of the Senator from Arkansas,
who has long been a leader in this
effort. I know, ladies and gentlemen,
tonight on this floor we are going to
have all kinds of arguments thrown
against it. I see the array of charts.

Mr. BUMPERS. We have those
fancy charts.

Mr. CHAFEE. Are they going to
show us that the lower the taxes we
pay the better off the country is? I
suppose if you follow that argument to
its logical conclusion, we would not
pay any taxes and things would be
great. We would just borrow the bal-
ance from somebody. But the truth of
the matter is, ladies and gentleman, it
does not take any geniys to figure out
that when you do not have any
money, you should not embark on a
$51 billion expenditure program. That
is what we are doing starting in 1985.

Here is a chance to end that before
it even starts. The people will not
object one bit. I wonder how many
Senators have had people come up to
them on the streets and say, “Isn’t it

April 10, 198}

marvelous? In 1985 you are going to
start indexing my taxes.” No one has
said that to us. What people are inter-
ested in is how much it costs to fi-
nance their automobile and how much
it costs for their children to buy a
house. “When are you going to get
these interest rates under control?”
“When those are the questions people
ask us, and are you going to do some-
thing about the Federal deficit?” here
is a major effort to do something
about it. In one single vote we will ac-
complish more than all that has been
accomplished in about a month-and-a-
half in the Finance Committee when
we struggled, huffed and puffed and
finally, with Herculean effort, come
up with $48 billion.

Mr. MOYNIHAN. Would the Sena-
tor yield?

Mr. CHAFEE. I have completed my
say.

The PRESIDING OFFICER. The
Senator from Kansas.

Mr. DOLE. Mr. President, I know
there are a lot of Members who want
to speak on indexing. I certainly want
them to have that opportunity. But I
would just suggest that if we want to
do anything as far as putting together
a deficit package, if the amendment
should be adopted that would be the
end. There are certain limits on what
certain people will accept.

I would note that on the House side
where they have a 100-vote Democrat-
ic margin, repealing or deferring tax
indexing was not even raised in the
Ways and Means Committee. They
know better. They know it is popular
with the American people. If we want
to argue indexing, I guess we can
argue for some time. But I think in
the committee we pretty much agreed
that we wanted to put together a $48
billion package.

Senator CHAFEE feels strongly about
indexing. He offered the amendment,
as he should have in the Finance Com-
mittee. The vote was 13 to 7 against
deferring indexing. There are some
charts back here that indicate where
the money goes, in terms of which tax-
payers are helped most by indexing.

It does not go to upper income
Americans. That is the thing I never
understood about some people who
oppose indexing. Why is it so unfair, if
you just have automatic tax stabiliza-
tion, or you do not have bracket creep?
Why is it so unfair if you have to come
to Congress, and let the Finance Com-
mittee and the Ways and Means Com-
mittee in the Congress, the House and
the Senate, vote on your taxes? I do
not understand it. Why should we ben-
efit from inflation? Why should the
Government have a little windfall
every year when you have high infla-
tion?

There are a lot of people who sup-
port indexing, including the President,
including the Secretary of the Treas-




April 10, 1984

ury, and including the Federal Reserve
Bank of Philadelphia. I thought they
made an interesting statement. In Feb-
ruary 1982, they said:

Perhaps the most important aspect of the
tax package adopted in 1981 is the decision
to index the tax code beginning in 1985 . . .
indexing can prevent bracket creep and thus
automatically prevent declines in labor
supply and potential GNP caused by rising
marginal tax rates . . . indexing is clearly
one of the most significant changes in per-
sonal tax code in recent memory.

The same was said in a different way
by the Institute for Research and Eco-
nomics of Taxation; the same by the
late William Fellner, who was resident
scholar, economics, American Enter-
prise Institute; the same by the New
York Times.

I will just quote the key phrase:

It is a worthy idea that would restore
honest packaging to Federal tax policy. If
Government spending increases, Congress
would have to actually vote to raise taxes to
finance it.

That is one reason some people do
not want indexing. They want some-
body else to collect the taxes auto-
matically so we can spend the money.
With indexing, we are not going to
have that luxury in Congress. If we
want to spend more money, we have to
stand up and vote for the taxes to pay
for what we do.

The Detroit News said:

But indexing won't deny Government the
money it needs to operate.

The Wall Street Journal—and I can

go on and on with endorsements—

Louis Rukeyser, the Denver Post;
Robert Samuelson for the National
Journal; literally hundreds of endorse-
ments are listed in a pamphlet put to-
gether by the distinguished Senator
from Colorado, Senator Armstrong.

I would say that the President did
discuss this before the election, and
campaign on it. It was in the Republi-
can Party platform. It was, as the Sen-
ator from Rhode Island pointed out, a
Finance Committee amendment. It
was offered by the chairman on behalf
of Senator ARMsTRONG and others who
felt very strongly about indexing.

I have never fully understood the
reason organized labor opposes index-
ing. I do not understand it because the
very people who benefit the most are
those who make less than $30,000.
Based on the distribution of tax in-
creases that group gets about 43 per-
cent, and by distribution of returns af-
fected about 76 percent. So it would
just seem to me if you are talking
about raising taxes, you are going to
raise taxes for those who make less
than $30,000, and you are going to
raise those in the $5,000 category—
single individuals making $5,000.

This is a people’s issue. This is a pop-
ulist issue. This is something the
American people will understand, if we
do not defer it for 2 or 3 years.
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The Senator from Kansas under-
stands the deficit and how some would
like to reduce it. Just raise taxes. If we
would couple deferring indexing with
some big spending cut, then it might
be attractive. Then it would be a real
package that the Senator from Kansas
and others might support. But I think
the President stated, and I think the
leading Democrats understand that
the polls in this country have indicat-
ed that people do not want more tax
increases—by a margin of 79 to 20 in
the most recent Gallup poll. Indexing
may not be a panacea. Indexing may
not be the only answer. But indexing
is a discipline, and it is one that I hope
Congress will retain.

Next year—if in fact there is some
big move afoot—maybe we can look at
ways to adjust indexing and put some
floor under indexing if we do the same
with other indexed programs, as sug-
gested by Senator Symms, maybe
something can be done. But beware of
those who always want to raise your
taxes—cut defense spending and raise
taxes. That is the idea that some have
of balancing the budget. I have not
seen any Senator on the floor suggest
that we cut more spending in nonde-
fense areas. I suggest we ought to look
into those areas, too.

It is a very important amendment. It
is one on which I do not quarrel with
Senator CHAFEe. He has always felt
strongly about indexing, as have
others in the Chamber.

But I would say very honestly, if this
amendment were adopted, we would
be finished. There would be no reason
to proceed with this bill. There are a
lot of things in this package that are
very attractive to a lot of people, in-
cluding the insurance package we just
completed, and I would hope the
amendment would be defeated.

I yield to the Senator from Idaho.

Mr. SYMMS. The Senator from
Kansas has eloquently stated the posi-
tion we are in. In terms of equity to
the working people, the wage earners
of this country who make $20,000 or
$15,000 or $25,000 a year, to have 92
either inflation-adjusted or indexed
programs from a spending side and
then to abolish the one that comes off
the backs of the working people in
terms of the tax side, would be the
most inequitable thing this Senate
could do.

The chairman is absolutely right,
that this is the only way that we take
the profit out of inflation for the bu-
reaucracy that has grown here in
Washington in the last 50 years. Oth-
erwise, there is a profit incentive for
the bureaucracy and for the politi-
cians who use the transfer payments,
transferring the money from the
family that earns it to the family that
does not earn it, and buying the votes
from one or from the other. There is a
built-in incentive to have more spend-
ing in Washington.
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So the chairman is absolutely right.
Unless we get rid of all indexing at the
same time, it would be inequitable to
the people of this country. I urge this
amendment be tabled or defeated or
amended so that we take care of all in-
dexing on the spending side as well as
the taxing side at the same time. That
would be equitable to the taxpayers
and the people of this country.

Mr. DOLE. Here we have something
that has not even gone into effect.
That is why it is easy to defer it, be-
cause nobody understands the benefit.
We can fool the American people, the
working people, the 43 percent impact
on those who make less than $30,000
who will benefit from this program.
To me, that is deception. That is legis-
lative deception.

If, in fact, we have indexing starting
in January and decide it ought to be
changed, maybe we can modify it.

But let me again indicate what the
New York Times started in 1983.

It gave an excellent example of
impact of taxiflation in reporting on
this issue back in January 1983. As the
Times noted, a family of four in 1980
with a 10-percent cost-of-living in-
crease with $15,000 to $16,500 jumped
from the 18-percent tax bracket to the
21-percent tax bracket. The value of
the personal exemption of $1,000 per
taxpayer also declined 10 percent for
inflation. This family's tax bill then
rose by over 23 percent, from $1,242 to
$1,532, yet income grew by only 10 per-
cent.

So it seems to me, I say to my col-
leagues on both sides, this is not a par-
tisan issue. It is an issue that has
broad bipartisan support. The distin-
guished Senator from Arizona and the
distinguished junior Senator from Col-
orado, who is not here tonight, but the
senior Senator from Colorado is here,
supported it. It is not a partisan issue
or a Ronald Reagan issue. It is an
issue that was brought to the fore-
front by the diligent efforts of the
person I now yield to, the Senator
from Colorado.

Mr. ARMSTRONG. I thank the Sen-
ator for yielding. I recall that Hugo
said “that no greater a threat than an
army is an idea whose time has come.”
This is an idea whose time has come.

When Senator DoLE moves to table
the amendment, he will prevail. I
recall when indexing was not a popu-
lar or a known idea, that day after day
and week after week Senator DoOLE
came to this Chamber and pointed out
the need to index our personal tax
rates in order to restore a degree of
economic and tax justice. It is not sur-
prising to me that having fought long
and hard and effectively and emerged
as the leading champion in America of
tax indexing that Senator DoLE is here
at 10 o'clock at night heading off at
the pass the effort to repeal this im-
portant reform.
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I congratulate him. I associate
myself with everything he has said to-
night. I am eager to vote on the ta-
bling motion.

Mr. DOLE. Could I say one thing at
that point so the Recorp will properly
reflect the history of this provision? I
really do not believe we would have in-
dexing in the law today if it were not
for the persistent efforts of the Sena-
tor from Colorado during the 1981
markup of the tax bill. I will be very
candid about it. The Senator from
Kansas supported it, but I had just
become chairman and I did not know
what to do anyway. I was a little nerv-
ous about all this money in the tax
bill. It seemed to me that indexing,
while I thought it was important,
might be something that could wait a
while. The Senator from Colorado had
a different idea and I thank him for it
now. I am certain I did at the time. It
is in the law and we ought to give it a
shot. It is going to take effect in Janu-
ary. It will be the best thing we have
done for the working people in this
country for the last 20 or 30 years.

Mr. ARMSTRONG. I thank the dis-
tinguished chairman for his overly
generous observations about my role
in putting indexing into action. I stand
on what I said a moment ago, which is
more than any single person in Amer-
ica, the Senator from Kansas is re-
sponsible for this great reform. And it
is a great reform. It is the most impor-
tant single reform of the Tax Code in
recent memory. That is not just my
idea. It is now the opinion of virtually
everyone who has looked at this
issue—not just the President of the
United States, who has vowed to veto
any legislation which repeals tax in-
dexing, nor not just the opinion of the
Secretary of the Treasury, who has so
eloquently and accurately pointed out
that tax indexing is primarily a bene-
fit to low-and middle-income taxpay-
ers. But to practically all of the most
experienced, most astute observers of
tax policy in this country. Martin
Feldstein, who we all know and re-
spect, pointed out that the day the
Congress votes to rescind tax indexing,
the commercial markets of this coun-
try will recognize the bad news and
say, “Aha, that means the Congress
has a bigger vested interest in higher
interest rates in the future.”

That is the general observation of
the Wall Street Journal and colum-
nists like Brook Heiser and others. It
is the opinion of so many publications
that I am not going to cite them here
tonight.

Mr. DOLE. Will the Senator yield at
that point?

Mr. ARMSTRONG. Yes.

Mr., DOLE. I believe I am correct
that this is also supported by the
American Farm Bureau Federation
and the National Education Associa-
tion.
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Mr. ARMSTRONG. The Senator is
absolutely correct, and also by the Na-
tional Federation of Independent
Business, the National Education As-
sociation, the National Taxpayers
Union, and other groups. It has been
endorsed by many publications—the
New York Times, the Denver Post, the
Rocky Mountain News and publica-
tions all over the country, one of
which was the Minneapolis Star and
Tribune.

I particularly wanted to call the at-
tention of Senators to the editorial
which the Minneapolis paper pub-
lished on the 15th of February last
year because it asks the question I
hope Senators will ask tonight. It is
this: Will expediency kill tax indexing?

I will not read this whole editorial
but I want to read two very germane
and relevant paragraphs. After point-
ing out what tax indexing is, the Min-
neapolis Star Tribune points out:

Indexing protects taxpayers from exces-
sive, inflation-driven increases in their tax
rates. As inflation drives prices and wages
higher, it pushes people into higher tax
brackets, where they pay a greater propor-
tion of their income in Federal taxes.

A bit later the editorial points out,
and I ask all Senators to consider this
point most seriously because it is the
crux of the matter:

Federal indexing would especially benefit
low-income taxpayers. Because Federal
taxes are more steeply progressive at lower
levels, persons earning modest incomes
suffer most from an unindexed tax.

The point is that we have, and prop-
erly so, in my opinion, given very sig-
nificant relief over the last couple of
years to high-income taxpayers and to
corporations. I have supported those
changes. I think they are important to
provide not only tax equity but also to
provide the incentives to people who
are in a position to invest in job creat-
ing activity.

But the biggest, most important,
most relevant, most significant reform
that is directly of benefit to middle-
and low-income taxpayers is indexing.
If we take that away from them to-
night or delay it, the result will be to
leave us with an unbalanced tax
system, in my opinion.

The Minneapolis Star Tribune con-
cludes, upon reflection:

If Congress repeals indexing, it won't be
for high-sounding reasons. The Federal
Government will need a tax increase in
1985, and indexing offers an expedient solu-
tion. But expediency at what price? The
question for Congress is whether it will sac-
rifice long-term fairness to taxpayers to
solve a short-term budget problem.

Mr. President, I know that there are
others who have come to the floor and
wish to speak on this, so I am not
going to speak further.

I do ask unanimous consent that a
sampling of editorial opinion appear in
the REcorp at this point so that those
who might have occasion to read the
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Recorp of tonight’s proceedings will
have some source of reference. I ask
unanimous consent that the following
editorials be printed in the REcorp at
this point: Detroit News, January 21,
1983, “Indexing Under Attack”; the
Wall Street Journal, Tuesday, March
1, 1983, an article by Martin Feldstein,
“Why Tax Indexing Must Not Be Re-
pealed”; and a Minneapolis Star and
Tribune editorial which I referred to a
moment ago of Tuesday, February 15.

I ask unanimous consent also that
the Dallas Morning News editorial of
Tuesday, March 16, 1982, “Tax Index-
ing, Hold That Line,” be printed in the
RECORD.

My request is, Mr. President, that
these editorials be printed in the
Recorp for the benefit of Members
and other readers.

There being no objection, the mate-
rial was ordered to be printed in the
REcCORD, as follows:

[From the Detroit News, Jan. 21, 1983]

OuR OPINIONS: INDEXING UNDER ATTACK

From the beginning, many of us expected
it to happen and now it is happening: Oppo-
nents of income-tax indexing are working
feverishly to kill the baby before it's born.

As you know, President Reagan’s 1981 tax-
cut package included a provision to prevent
“bracket creep.” That is, come 1985, under
the law as it now stands, income-tax obliga-
tions will no longer be swollen by inflation.
Instead, the amount of tax due will be ad-
justed for increases in the general price
level so that individuals and families won't
be automatically jacked up into higher tax
brackets.

Bracket creep is particularly burdensome
to lower-income families, as an article in the
New York Times noted the other day.
Writes the Times report.

“Take, for example, a family of four
whose income rose from $15,000 to $16,500
because of a 10 percent increase in the infla-
tion rate in 1980.

“Although its purchasing power was the
same, the family jumped to the 21 percent
from the 18 percent tax bracket. Moreover,
the value of the $4,000 in personal exemp-
tions the family had received before fell by
10 percent.

“As a result, the family’s federal income
tax bill rose more than 23 percent—to $1,530
from $1,242—while its money income grew
only 10 percent.”

Bracket creep is so obviously unjust that
indexing has already been adopted by
Canada, France, West Germany, Brazil and
Denmark.

Why, then, is indexing passionately op-
posed by many liberal congressmen? Be-
cause, they say the government simply
needs the extra billions that bracket creep
brings in.

Well, it is not our position that the gov-
ernment should be denied revenues essen-
tial to domestic tranquility and national se-
curity. But indexing won’t deny government
the money it needs to operate. All that Con-
gress has to do is to boost the tax rates.

And that, precisely, is the rub, Many liber-
al congressmen are prepared to boost spend-
ing gladly. They are not guite so prepared
to risk their jobs by boosting income tax
rates. They much prefer to rely on the huge
windfall produced by bracket creep, because
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that way they can increase taxes without
voting to increase taxes.
But what about that suffering lower-in-
come family?
Reply foes of indexing. Tough “apples.”
[From the Wall Street Journal, Mar. 1,
1983]

WaY Tax InpExING MUST NoT BE REPEALED
(By Martin Feldstein)

The most important legislative battle this
year will be the attempt to repeal the index-
ing of the personal income tax that is now
scheduled to begin in 1985. Although tax in-
dexing may seem at first to be a rather
technical tax matter, it actually holds the
key to controlling the future growth of gov-
ernment spending and to preventing a resur-
gence of spiraling inflation. The long-term
success or failure of Ronald Reagan's eco-
nomic program is likely to hinge more on re-
taining tax indexing than on any other
piece of legislation.

In practice, an indexed tax system pre-
vents inflation from pushing individuals
into higher tax brackets and increasing the
share of income taken in taxes. This is
achieved by increasing each of the bracket
points by the rate of inflation during the
previous year. For example, in 1984 the 18%
tax bracket will include income between
$16,000 and $20,200. If consumer prices rise
by 5% in the year ending Oct. 1, 1984, the
18% tax bracket for 1985 would be adjusted
to the range from $16,800 to $21,210. Index-
ing would also raise the personal exemption
from $1,000 to $1,050.

The repeal of indexing would mean that
bracket creep would raise taxes higher and
higher, permitting Congress to finance ever
greater amounts of government spending
without having to vote explicitly for any in-
crease in tax rates. The repeal of indexing
would permit Congress to reduce the budget
deficit over time without any cuts in govern-

ment spending by just waiting while tax re-
ceipts grow and grow.
TAXES WOULD BE HIGHER

Even with inflation declining gradually
over the next few years as the administra-
tion forecasts, the repeal of indexation
would raise tax revenue by $17 billion in
1986, $30 billion in 1987, $44 billion in 1988
and ever higher amounts in later years. A
$44 billion tax increase in 1988 would mean
that the repeal of indexing had raised taxes
by more than 10%. And after a decade of in-
flation at just 4% a year, taxes without in-
dexing would be 25% higher than if index-
ing is retained.

Of course, a higher rate of inflation would
mean more bracket creep and thus a bigger
tax increase each year. If inflation averaged
6.5% for the next five years, the extra tax
revenue in 1988 would be about $80 billion
instead of $44 billion. And a replay of the
inflation experience of the Carter years
with inflation rising from 6.5% in 1985 to
13.5% in 1988—would raise tax receipts by
about $120 billion more In 1988 if the tax
system is not indexed.

The repeal of indexing would thus give
Congress a strong incentive to pursue infla-
tionary policies. With indexing gone, spiral-
ing inflation would generate a surge of tax
revenues that could finance greater govern-
ment spending while permitting Congress
the political luxury of voting occasional
“tax cuts” that actually failed to offset in-
flation but provided a framework for fur-
ther income redistribution.

Many financial investors and others would
interpret the repeal of indexing as an indi-
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cation that inflation would soon be on the
rise. This change in the expected rate of in-
flation would raise interest rates, especially
long-term interest rates on bonds and mort-
gages. Higher interest rates could threaten
the recovery in housing and other interest-
sensitive sectors and possibly bring the in-
cipient recovery in the economy as a whole
to a premature end.

Those who want to repeal indexing fre-
quently wrap themselves in the cloak of
fiscal responsibility and argue that “with
the large budget deficits that we now face,
we cannot afford an indexed tax system.”
What they should say is that the large
budget deficits in future years means that
we must either cut spending or raise taxes
or both. The administration’s budget calls
for a balanced package of spending cuts and
revenue increases, including a standby tax
equal to 1% of GNP that will go into effect
in October 1985 unless very rapid economic
growth between now and then has reduced
the deficit to less than 2.5% of GNP.

If tax revenue must be raised, the repeal
of indexing isn't a satisfactory substitute for
an explicit tax increase. Because the repeal
of indexing is a hidden way of increasing
taxes, it removes the pressure to choose be-
tween spending cuts and more taxes. And
unlike voting an explicit tax increase, re-
pealing indexing doesn't provide a fixed
amount of additional tax revenue but starts
a money machine that will squeeze more
and more money from taxpayers in the
years ahead. The repeal of indexing is po-
litically tempting to many in Congress be-
cause it increases revenue without explicitly
increasing taxes. But it is the very opposite
of responsible budgeting.

A common alternative rationale for re-
pealing indexing is given by those who mis-
takenly believe that the combination of in-
dexed benefits and indexed taxes inevitably
produces budget deficits because “indexing
raises benefits but reduces taxes." This ar-
gument is wrong because it misrepresents
what indexing is all about. The indexing of
benefits means that benefits just keep pace
with inflation. The indexing of tax rates
means that tax receipts don't rise faster
than inflation through bracket creep. With
complete indexing, inflation doesn't alter
the real value of either benefits or taxes
and therefore doesn't increase or decrease
the real value of the deficit.

There are finally those who claim that
they don't want to repeal indexing but just
to postpone it for a year or two to help
shrink the budget deficit. In reality, post-
poning indexing would have relatively little
effect on future budget deficits. Slipping
the starting date for indexing to 1986 would
only raise an extra $12 billion in 1988, It is
hard to avoid the suspicion that those who
advocate postponement believe that if in-
dexing is postponed once, it will be post-
poned again and again until it is eventually
repealed. It is critically important to start
indexing on schedule in 1985 because once
the American taxpayers experience index-
ing it will be here to stay.

If indexing were repealed, the resulting
tax increases would be relatively greatest
for the lowest income taxpayers. It is the
lowest income taxpayer who benefits most
from the indexing of the $1,000 personal ex-
emption and the $3,400 zero bracket
amount. In addition, since the tax brackets
are narrower at lower incomes, bracket
creep is more severe. Eliminating indexing
would cause the 1985 tax liability of those
with incomes under $10,000 to rise by more
then 8% while the tax liability of those with

8567

incomes over $100,000 would rise by less
than 2%.

The liberals who want to repeal indexing
are unconcerned about this increase in the
tax burden on low-income taxpayers. They
know that the vast increase in tax revenue
that would result from de-indexing would
permit Congress to vote further tax cuts for
these lower income groups that would more
than offset the effect of bracket creep on
their tax liabilities. Tax reform would thus
be deflected from a proper concern about
incentives and simplification and would be
focused instead on annual debates about
egalitarian redistribution.

NO NATURAL CONSTITUENCY

The current congressional discussion
about the repeal of indexing is counterpro-
ductive in several ways. By raising the possi-
bility that indexing might be repealed, it in-
creases the risk of high inflation in future
years and thereby keeps current long-term
interest rates higher than they should be.
By focusing attention on the indexing issue,
Congress avoids facing the difficult deci-
sions about the control of spending and
about the explicit tax changes that must
eventually be made as part of this yvear's
budget process.

Unfortunately, despite the critical impor-
tance of the indexing issue, it doesn’t gener-
ate much pressure on Congress from indi-
viduals or from representative groups.
While proposed policies that would affect a
segment of the population often induce in-
tensive lobbying activity, a major subject
like indexing that influences the entire
economy doesn’'t have a natural constituen-
cy. There is therefore the danger that Con-
gress won't recognize now important index-
ing is to the public both now and in the
future.

President Reagan strongly supports index-
ing as a central feature of his tax program.
He has said clearly that he will vetn any leg-
islation that would repeal indexing or post-
pone its starting date. The president be-
lieves that an unindexed tax system is fun-
damentally dishonest. The repeal of index-
ing would eliminate political accountability
and encourage wasteful government spend-
ing. It would make greater inflation an aid
to politicians and an extra burden to tax-
payers. It would initiate a continuous battle
over the distribution of the tax burden.

The indexing of the personal income tax
is the most fundamental and far-reaching
aspect of Ronald Reagan's tax program. It
must not be repealed.

[From the Minneapolis Star and Tribune,

Feb. 15, 1983]

WiLL ExpeEpIENCY KILL FEDERAL INDEXING?

Burgeoning federal deficits are causing
Congress to take a hard second look at fed-
eral income-tax indexing, scheduled to start
in 1985. Arguments for repealing indexing
bring an unwelcome sense of deja vu: They
are the same weak, sometimes silly, reasons
advanced by opponents of Minnesota's in-
dexed tax, The state system appears to have
weathered the storm. But federal indexing
may not survive, to the detriment of the
federal tax system and taxpayers.

Indexing protects taxpayers from exces-
sive, inflation-driven increases in their tax
rates: As inflation drives prices and wages
higher, it pushes people into higher tax
brackets, where they pay a greater propor-
tion of their income in federal taxes—even
though they are no better off. Inflation also
penalizes people who use the standard de-
duction. Unless federal and state legisla-
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tures adjust that deduction each year (they
don’t), inflation erodes its value and artifi-
cially increases a taxpayer's tax bill.

Federal indexing would especially benefit
low-income taxpayers. Because federal taxes
are more steeply progressive at lower levels,
persons earning modest incomes suffer most
from an unindexed tax.

Rep. James Jones, D-Okla., chairman of
the House Budget Committee, argues that
indexing should be repealed because it
“makes inflation easier to live with.” For in-
dividual taxpayers, Jones is right—in the
same sense that lack of a death penalty
makes traffic violations easier to live with.
Indexing removes only the excessive infla-
tion-imposed tax penalty. Indexed taxes still
rise with inflation, but not faster than infla-
tion.

The real beneficiaries of unindexed taxes
are lawmakers. Such taxes automatically in-
crease govenment revenues, which Congress
can offset by a “tax cut.” Indexing robs gov-
ernment of automatic, unlegislated tax in-
creases, It requires elected officials to vote
for higher taxes if they seek more revenue
than existing tax rates provide.

Some argue that indexing, if applied to
both taxes and benefits, pushes government
costs higher while retarding growth of gov-
ernment revenues. That shouldn't happen.
Proper indexing causes revenues and costs
to rise at about the same rate. If they don't,
something other than indexing is at fault.

Critics point to Minnesota's financial trou-
bles as an example of the harm indexing
does. That’s a bum rap. The recession, over-
optimistic revenue forecasts and heavy reli-
ance on recession-sensitive taxes knocked
the hole in the state budget. Indexing
brought on the difficulty sooner and made
it more severe, but did not cause it.

If Congress repeals indexing, it won't be
for high-sounding reasons. The federal gov-
ernment will need a tax increase in 1985,
and indexing offers an expedient solution.
But expediency at what price? The question
for Congress is whether it will sacrifice
long-term fairness to taxpayers to solve a
short-term budget problem.

[From the Dallas Morning News, Mar. 16,

1982]

TAX INDEXING: HOLD THAT LINE

Business columnist Louis Rukeyser calls it
“the best tax benefit you never got.” Which
may prove no very far-fetched notion, be-
cause the born-again budget balancers are
zeroing in on tax indexing.

Ted KEennedy mentioned it on television
the other day, and the Reagan administra-
tion—which originally saw indexing as
something to do later, rather than in the
first inning of play—gives hints of being
open to the closing of this large “tax ex-
penditure.”

Before Congress' Indian givers start
whooping around the fire, it is well to re-
flect on what we're talking about. Indexing
means that, beginning in 1985, individual
income taxes will be adjusted to prevent
“bracket creep.”

If you're a taxpayer you hardly need more
explanation. Up goes inflation; up go sala-
ries; up go federal taxes, but even faster:
Such is the dismal and costly progression.

It all gets down to this: The federal gov-
ernment is rewarding itself for its inability
or unwillingness to cure inflation. The more
inflation the more taxes. And it's automatic.
The pusillanimous politician need not go to
the hustings to explain how he voted in the
national interest to increase taxes. If this is
not taxation without representation, then
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how, pray, may the definition realistically
be formulated?

The wrong will be righted shortly (unless
Sen. Kennedy's tongue proves more persua-
sive than his personal example as a balancer
of budgets). For instance, suppose in fiscal
1984 inflation rises 10 percent. Then the
lowest tax bracket, now $3,400 to $5,500,
would rise from $3,740 to $6,050.

The way Republican Sen. John Chafee ex-
plained this, in opposing indexation last
year, was: “What this measure does is create
a whole new class of citizens who can shrug
at inflation.” The fatuity of the senator’s
remark needs time to sink in. “Class of citi-
zens''? He is talking of everybody. “Shrug at
inflation™? That is Congress' specialty, not
the public’s.

Indexing Kkills the goose that lays Con-
gress' golden eggs. Small wonder that the
business-as-usual set on Capitol Hill wants
indexing killed instead.

Indexing was one of those pleasant sur-
prises—like the liberalization of eligibility
for Individual Retirement Accounts—that
emerged from the welter of tax-cut propos-
als in 1981. Here were injustices that needed
righting; but the general supposition was
that Congress wouldn't have the courage.

Whether out of conviction or in a fit of
absence of mind, Congress did just what
needed doing and therefore, in these critical
days, merits strong support from those it
benefited—all 200 million of them.

Mr. PERCY. Mr. President, I believe
that individual income taxes should be
indexed to take the inflation penalty
out of the tax law and, therefore,
oppose the amendment of the Senator
from Rhode Island. I have supported
legislation to institute tax indexing for
many years, and in 1981, I cosponsored
the Tax Equalization Act to reduce
the amount of income which is taxable
and adjust the tax brackets as the cost
of living increases to prevent taxpay-
ers from being pushed into higher tax
brackets as salaries rise to compensate
for inflation.

Let me report to my colleagues, as I
have had the opportunity to travel to
every corner of the State of Illinois,
the people want tax indexing. They
want honesty in Government.

Indexation is fair to all taxpayers. It
has one primary function: to end “tax-
flation™ or “bracket creep,” which is a
nonlegislated tax increase. Let me
make it clear, indexation does not de-
prive Congress of the discretion to for-
mulate tax policy, revive the tax law,
and cut or raise taxes. The fact of the
matter is—automatic tax increases
without congressional action do not
stabilize the economy. Tax increases
caused by inflation fuel further infla-
tion. The combination of inflation and
the tax structure has long been a
problem for American taxpayers. De-
spite pay increases, the taxpayer feels
that he is on a treadmill—that despite
gains, he can never really get ahead of
inflationary pressures and may in fact
be losing ground. Today, the real tax
liability increases at a faster rate than

real income. The victim is the taxpay-

er.
Mr. President, the American taxpay-
er has shown a greater awareness of
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taxation as the burden has become
heavier and heavier. An inflation cor-
rected tax is one whose real yield is in-
dependent of the rate of inflation.
This means that the average rate of
tax remains constant, and the share of
the national income yielded by the tax
remains fixed.

This amendment should be tabled or
rejected. It is the wrong policy at the
wrong time,

Mr. GRASSLEY. Mr. President, 1
rise to join my friends and colleagues,
the distinguished Senators from Colo-
rado and Kansas, to oppose the repeal
of indexing.

It is interesting to me that indexing
of income tax brackets gains more ad-
herents the longer the provision re-
mains on the books. Although this
reform was initially billed as another
pro-rich item in the Economic Recov-
ery Tax Act of 1981, the record re-
flects a different result. Seventy-eight
percent of the tax increase from the
repeal of tax indexing will fall on tax-
payers earning less than $50,000 annu-
ally. Only 1.2 percent of the tax in-
crease from the repeal of indexing
would affect taxpayers earning
$200,000 or more. To underline this
point, a taxpayer earning less than
$10,000 annually would face a 9.5 per-
cent tax increase, while those earning
$200,000 or more would see only .6%
hike in their tax bill.

Members of Congress are awakening
to the fact that indexing dispropor-
tionately helps their low- and moder-
ate-income constituents. In 1960, only
3 percent of all taxpayers faced a mar-
ginal tax rate of 30 percent or more:
by 1981, inflation had pushed 34 per-
cent of all taxpayers into the percent
bracket or higher.

Indexing is particularly important to
working women. Since women still
earn less than 60 percent of the
amount earned by their male counter-
parts for performing the same task,
bracket creep has affected the working
woman particularly harshly. These in-
dividuals are struggling to gain wage
parity with their male counterparts.
As they struggle to earn the same
salary, the Government taxes more
and more of their income away.

For instance, if indexing is repealed,
women earning $10,000 annually will
face a 14 percent tax hike in 1985, the
first year indexing is scheduled to take
effect. Women earning between
$15,000 and $20,000 annually will face
a 14 percent increase by 1988 if index-
ing is repealed. Women earning
$15,000 to $30,000 annually will face
the swiftest tax increases if indexing is
repealed since the tax brackets are
narrowest in these income ranges.

As my colleagues know, individuals
who are currently in the 50 percent
bracket are not harmed by the repeal
of indexing. It is only low- and moder-
ate-income individuals who are




April 10, 1984

harmed by the repeal of this impor-
tant provision.

On a philosophical note, indexing is
honest. The Government should not
profit from its inability to control the
Federal deficit. If Congress wants to
spend more money, it should engage in
painful exercises of this nature to
raise taxes. The progressive rate struc-
ture permits the Government to profit
from inflation silently. Congress need
never increase taxes to increase reve-
nues if indexing is repealed.

Our predecessors have left us with
many difficult budgetary choices. As
the President has said, we do not have
adequate resources to fund every
worthwhile project. As we establish
priorities, it is important for the
American voter to understand how we
collect revenue and how we spend rev-
enue. Silently taking a larger and
larger percentage of an individual’'s
paycheck merely because they re-
ceived a salary increase does not assist
us in understanding the views and pri-
orities of our constituents.

If voters want more spending pro-
grams, it is important that the nation
is involved in the debate as to how to
finance those programs. Indexing pro-
motes budgetary honesty and is a sig-
nificant economic reform which
should be retained.

@ Mr. BAUCUS. Mr. President, I
oppose Senator Chafee's amendment
to postpone indexing.

The budget deficit is increasing at
the rate of $22 million an hour. By
1990, our total public debt will reach
$3 trillion. This situation is intoler-
able, and we must work hard and to
reduce the deficit quickly.

At the same time, if we rashly aban-
don important tax reforms, we do
more harm than good. And indexing is
one of the most important tax reforms
of all.

Let me briefly explain why.

First, indexing stops bracket creep.

And bracket creep hurts the low
income taxpayer, and the middle
income taxpayer, most. It'’s simple.
Tax brackets are narrowest at the
lower end of the income scale. As a
result, it does not take much inflation
to kick someone into a higher bracket,
even if their real earnings have not in-
creased at all.

But at the upper end of the income
scale, there is no higher bracket to
creep into. So inflation has no direct
tax effect.

As a result, if we repeal indexing, we
shall effectively impose a large and
very regressive tax increase. Lower-
and middle-income taxpayers might
not realize it, but they will be getting
hit hard.

Second, indexing is simply good tax
policy. It prevents Congress from reap-
ing automatic tax windfalls. Instead,
we can only have a tax increase if we
have the guts to expressly vote for
one.
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This, to use an old cliche, is “govern-
ment in the sunshine.” It is good Gov-
ernment and good tax policy.

Yes, Mr. President, we must reduce
the deficit. But repealing indexing
would do more harm than good. I
oppose the amendment.e
e Mr. LEVIN. Mr. President, I will
vote against this amendment to defer
indexing. Indexing is a sound tax
policy. This Senate should only consid-
er deferring it as part of an overall
package of shared sacrifice which
would restrain both defense and do-
mestic spending, and which would sub-
stantially reduce the deficit. In that
event, it might be worth considering a
deferral of indexing on behalf of the
greater good of deficit reduction and
sustained economic growth.

But that is not the bill before us
now. This legislation as it stands now
would not affect the huge increases in
defense spending that are being pro-
posed. It does not require an adequate
degree of spending restraint across the
broad spectrum of the budget. It does
not deal with the bulk of the deficit
problem that confronts us over the
next few years. Simply stated, given
the package before the Senate right
now, deferring indexing is too high a
price to pay for too little.@

Mr. HOLLINGS. Mr. President.

Mr. HEINZ addressed the Chair.

The PRESIDING OFFICER. The
Chair recognizes the Senator from
South Carolina.

Mr. HOLLINGS. I thank the distin-
guished Presiding Officer.

Mr. President, very quickly, because
the hour is late, we notice various
comments and the impression left by
them should be corrected. For one
thing, I heard the distinguished Sena-
tor from Kansas talking about every
time now that we have come to try to
solve the deficit problem, we have
gone to defense and raising taxes. To
the Senator from Kansas, that is ex-
actly right; that is what caused our
trouble. We have not increased pro-
grams under this administration. After
all, when the Reagan administration
came in, we started cutting our own
staffs 10 percent, we cut the commit-
tee staffs 10 percent, we went about
cutting all the programs to such a
point that the Senator from Knasas
should remember, when asked, the
Senator from Vermont, in charge of
education, said, “No, I am not cutting
education.” Or the Senator from
Idaho (Mr. McCLURE) said, “No, I am
not cutting energy.”

He ought to sit—sit, I said—on the
Appropriations Committee. His own
colleagues, whether it is health—I can
get Senator WEICKER'S vote for my
budget freeze, but he wants more for
health costs. He is sitting on that Ap-
propriations Committee asking for in-
creases for those programs he favors.

You can pretty well analyze this
budget and the two opportunities, and
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that is not demagoging. Oh, they all
say defense and raising taxes. Well, if
you are going to do it that way, lower-
ing the deficit is not going to be done.
I am putting in another aspect. I am
trying to hold the line on entitle-
ments.

What really caused our difficulty
was not supply side, it was coming in
with an inordinate amount of revenue
loss, $750 billion over a 5-year period,
plus a $1.6 trillion defense budget over
a 5-year period. No city or no State, I
say to the Senator, could possibly
come in and cut their revenue re-
sources some 25 percent and raise
their transportation or housing, or
whatever local endeavors they have,
by rapidly increasing, say, transporta-
tion as we have in a corresponding way
the defense budget. So let us stop,
look, and listen at what has gotten us
in this dilemma.

It is absolutely irresponsible, in this
Senator’'s opinion, to stand on the
floor and say, “We are going to make
them stand and vote for the taxes.”
That was a naive chamber of com-
merce viewpoint that we had to listen
to in 1981, when we were passing this
indexing nonsense. The record has
proved otherwise. You have a Budget
Committee holdup on the resolution
now. The only reason the distin-
guished Senator, the chairman of the
Budget Committee, has withheld is
that he says it is an exercise in futili-
ty. He said, “We put out a budget reso-
lution, but they are not going to vote
for revenues.” So he is totally frustrat-
ed.

He got a resolution last year. Did
that make them stand up and vote the
taxes necessary to cut the deficit?
Why do you take yourself seriously on
that? You know that is outrageous
nonsense. They are not standing up
and voting for the taxes.

No one in his right mind would say
at the State level that what you are
really doing is for the working
people—index your revenues. Go back
to Kansas and run on that for reelec-
tion. See how far you get. Or in Louisi-
ana. Or anywhere else.

They have not done that. They tried
it a little bit in Minnesota, and they
lost their credit rating. They did it in
Israel and got to 135-percent inflation.
They did it in Argentina and barely
got by last Friday night. That is the
record on indexing.

Where are you coming from on the
floor of the Senate? We had, and I had
it made as chairman of the Budget
Committee, a study in 1980 wherein
we took the programs that our good
friend, STevE Symms, is talking about,
the Senator from Idaho. We took the
indexed revenues. And we put the lie
to that assumption that somehow or
other we just bracketed everybody
way up high and all we did as Budget
Committee members was walk into the
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committee room and say, “Man, look
at this big pile of money, let us divide
this into new programs.”

The truth of the matter is we sat
down and found out—and I am giving
these figures from memory, and I
shall correct it in the REecorp. We
found the biggest increase was a $52
billion increase by those coming into
the income tax or revenue system for
the first time.

It was another $18 billion that was
added to it for a total of $70 billion.
And we looked around and found out
that our indexed spending programs
exceeded it by $13.1 billion—it was
$83.1 billion.

So, as members of the Budget Com-
mittee, we sat around the table and,
rather than dividing the pot as we are
talking about on the floor of the
Senate tonight, we said in order to
keep the programs constant—that is
the discipline, and we are suffering
under that discipline—we have to raise
SOme revenues.

We were not dividing up a pot of
money. That chamber of commerce
nonsense and rationale is about to
wreck this country.

Five years, I say to the Senator from
Arkansas, you talk about $50 billion in
3 years, but it goes up; in the next 2
years, it goes up another $100 billion.
It is actually, over the 5-year period,
$165 billion. That is the revenue hem-
orrhage that we need to put a tourni-
quet on here tonight.

I commend the Senator from Rhode
Island for coming here and bringing
this to our attention, because we have
been misled on this score about its a
popular thing. The Wall Street Jour-
nal for God’s sake. The rich crowd,
Dallas, Minneapolis. He mentioned
every rich place out West except
Rancho Mirage. Does the Beverly
Hills Surprise endorse this, too? Do
they have a paper in Beverly Hills? I
guess they do. But they do not have a
ghetto. They do not even have a
mayor in Pacific Palisades. They are
not worried about it.

But go to any responsible individual
who has been administering budgets,
running government, and give him
that nonsense about let us look out for
the backs of the working people. You
are putting it on their backs indirectly.
That is why they are out of a job. We
still have unemployment, industry is
not investing. Why not? Because they
are waiting for this Congress to get its
act together.

They see those interest rates rising
and going back up again, and they got
caught off base in 1980. They had to
fire, they had to close down marginal
operations, and they do not want to
get caught off base. And they will not.
They will sit on the sideline waiting
for a signal from Congress.

So you are putting it on the backs—
you are not avoiding the backs, you
are putting it on their backs tonight,
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by continuing this nonsensical idea of
the projected $165 billion revenue
hemorrhage. Eliminate that and see
where you get that $165 billion.

You could reduce that deficit mate-
rially in half from what the CBO is
projecting for 1989, cut it right in half,
and we would be making some
progress. When are you going to cut
spending and stop running around like
dogs chasing their tails?

Let me correct one particular propo-
sition or two, Mr. President. I hear tax
and tax and spend and spend. In fact,
I just heard it a little while ago on the
floor of the Senate. I remember two
Sundays ago, our friend David Brink-
ley closed off his Sunday program and
said, “Well, for 40 years they have
been taxing and taxing, spending and
spending up in the Congress, and they
haven’'t done anything for 40 years,
why do they expect to do anything in
an election year?"”

No. 1, it is only going to be done in
an election year, it is not going to be
done after. If the people do not pres-
sure us, and the best things we ever
hold is general elections, that is the
best and final tonic. I say to the Sena-
tor from Kansas if I walked down the
capitol steps in Columbia, SC, and
they stuck a microphone under my
nose and said, “Governor, what are
you going to do about this $400 million
deficit—that would compare to the
$200 billion on the Federal level—I
would say, “Well, now, you know, this
is an election year and there are cer-
tain political costs and we cannot
afford those costs in an election year
but after my reelection, I am going to
get a bipartisan group together and we
are going to study this thing.”

You would look at me and say, “Gov-
ernor, there is not going to be any re-
election for you. You better get to the
task and do it now.” The worst politics
I know would be to say, “No, no, no.
This is an election and you can't get
anything done in an election year.”
But it is the best politics in Washing-
ton. That is how disastrous this thing
has gotten. Get out like I have for 2
years and come back and look at ii. It
is a mess. It is absolutely irresponsible.
You are getting by and you are really
mortgaging the future. I hear these
terms coming now that the other can-
didates are using. But you will have a
grid lock before long, in about 4 years,
and all you will be doing is providing a
nominal defense, health costs, social
security, and then an annual wrangle
to raise the revenues to pay the inter-
est costs, as the Senator from Arkan-
sas says. It is $150 billion a year right
now, $3 billion a week—$3 billion a
week. That is what we are putting on
the working people right this minute.
You are not avoiding it. You are exac-
erbating it. When they said tax and
tax and spend and spend, I said halt.
We got into this dilemma. Why? We
were cutting taxes.
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This is my 18th year. We have had
one general tax increase up until this
administration in that period of time.
Specifically, it was the surtax in 1968
we put in for the war in Vietnam. It
lasted a year-and-a-half. And we gave
President Nixon a balanced budget, a
$3.2 billion surplus. But in that 1970’s
decade we passed seven tax cuts, all of
them so-called reforms.

Every time we looked around there
was a Senator with a tax cut and a
reform. I remember we were going to
reindustrialize America. We were
going to cut the capital gains from 48
to 28 percent.

My friend, Gaylord, who used to sit
there, was chairman of the Small
Business Committee so he put in 14
exemptions—"“Jobs come from small
business, small business. It does not
come from large but small business.”

We were going to reelect Gaylord
and reindustrialize America. Well,
America is not reindustrialized and
Gaylord is not here. [Laughter.]

But we went in and we literally cut
taxes and cut taxes, and cut taxes
until BirL RoTtH and Jack KEMP said,
“If you cannot beat them, join them.
By gosh, we are going to give them the
family size. We are going to give them
10, 10, and 10, across the board. That
will stop it.” They were going to redis-
tribute the wealth of the country. “We
are going to do it and take care of our
rich crowd.”

They knew what they were doing.
And I wish I had the comments of the
distinguished Senator from Kansas
when they first recommended that
thing. That was a scathing comment
the Senator made about the so-called
Kemp-Roth tax plan.

But be that as it may, we passed it
and that is how we got into this dilem-
ma. And it was, I say to the Senator
from Rhode Island, a plan that ran
amuck in the U.S. Senate. Indexing
was not in Kemp-Roth. The Senator is
right. They only put that in as an add-
on right along with, I guess, leasing.
Someone come running in with his in-
dexing. You could come in with any-
thing in 1981 until it became so embar-
rassing that you needed to repeal it
right away. We need to repeal this
one. And it was not spend and spend. 1
want my colleagues to understand
that. Go back 35 years, like they say,
to the end of World War II, in 1947,
and take a 33-year period. I want Sen-
ators to add it up. From 1947 through
1980, the total cumulative deficit in
this Government was $465.5 billion.
The deficit for just 3 years, 1982, 1983,
and 1984, is $495 billion. The greatest
virus, disease, or ailment we have is to
have gone along with the revenue
hemorrhage. But the Congress had de-
veloped a discipline.

As a Democrat in a lameduck Senate
with a lameduck President, I went to
President Carter and said, “You are
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going to leave a bigger deficit than
what you inherited from President
Ford.”

He said, “How much?” I said, “$75
billion. And we can't do that.”

Well, we passed the first reconcilia-
tion, or spending cut with a lameduck
Senate. We had Gaylord Nelson,
George McGovern, and Birch Bayh, to
help me with it and we voted it be-
cause we had a discipline, but the dis-
cipline is gone. It has now broken
down in this body. It is broken in this
Government and nobody cares about
it. They are all blustering around the
fire to identify a *“freeze, freeze,
freeze,” but there is not any freeze.
They are using the terminology “a 1-
year little plan,” another one will get
the deficits down to $170 billion in 3
years, the House one is $182 billion.
Unless we really do something dramat-
ic, as suggested by the Senator from
Rhode Island, to put a tourniquet on
this revenue hemorrhage, you are
going to gather around the fire and
have 3 more weeks of meetings, 2 more
months of debate, and pick up 50. I am
telling you here is a chance, with Sen-
ator CHAFEE's amendment to pick up
$165 billion. You are really going to
start the worst practice possible. Yes; I
say to the Senator from Idaho, wher-
ever he is, “Sure, you would not cut
the indexing of food and food stamps."”
Senator DoLE would not do that. He
has led the way for the reforms. The
cost of food goes up in the Senator's
State, out in the Midwest, wheat and
everything else, health care costs. We
have all been wrestling with that. You
cannot just stop the indexing of those
things. The cost of all these particular
Programs goes up.

But I can tell you here and now that
the only way we are going to get it, I
say to the Senator from Kansas, is,
yes, raising taxes, raising revenues on
the one hand and holding back on de-
fense on the other hand.

I will give a talk on defense later and
show where you are spending and
spending and you have a weaker de-
fense than we have ever had in this
country. We do not have a strong de-
fense. It is a pitiful thing—buying all
of these glittering strategic weapons
but doing very little for conventional
forces.

But the truth of the matter is we
have a chance here. And do not give
me this talk about the people’s issue.
When explained to them, there is no
mayor indexing his revenues. There is
no State Governor indexing his taxes.
Do not go back to Kansas, Louisiana,
or any of these other States you are
talking about and recommend it to
your Governor, He will run you out.
He is doing business. It is not all of
those little editorials and little charts.
I have been in the Senate. If I had
been ratcheted and bracketed up, I
would be making over a hundred thou-
sand in salary. In fact, the House
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Member from Bug Tussel, the former
Speaker, he is over $100,000 annually
in retirement pay down there in Okla-
homa. How wonderful, because he has
gotten pushed up and we have not
been, have we?

So we know what is happening and
who gets increases but everybody is
not being increased. We have a chance
here this evening to really pick up
some revenues and treat this problem
seriously. It is our problem in the last
3 years, this Senate, not the last 40
years, not President Eisenhower or
President Truman—he balanced the
budget four times—not even President
Carter or President Johnson, but this
crowd right here in the White House.
Get a mirror and look at the most
woeful deficits ever and the demise of
our economy. We are the ones who
started this $200 billion nonsense.
Why, you have your Budget Commit-
tee that cannot even meet and put out
a budget. They are all putting out
show pieces and all kinds of charts to
say they are making down payments
and everything else. Would you not be
embarrassed if you had submitted a
budget that only one Member of the
House of Representatives would vote
for? 427 to 1 last week. That was the
President’'s budget. Last year they did
not have a Member of the House or
the Senate to even introduce it.

The year before, I moved the Presi-
dent’s budget, and all the members on
the other side voted against it—all 12
members of the Budget Committee.

We have had total irresponsibility in
the matter of fiscal affairs, and you go
back home and you see Governors
freezing their budgets, raising reve-
nues.

My Governor just got it through the
House and we are going to get it
through the Senate—another penny of
sales tax for public education. We are
offloading all these responsibilities
and the States are trying to meet
needs. The mayors are working and
facing up, and we are giving each
other this malarkey about “the backs
of the working people” and ‘“‘the bu-
reaucracy” and all that kind of non-
sense. That is not selling back home.
They know that no one up here cares.

That is why the Governors came in
February, I say to the Senator from
Mississippi, a bipartisan group. Gover-
nor Scott Matherson and the whole
group came in; and the mayors came;
Pete Peterson, the former Secretaries
of the Treasury; the former Secretar-
ies of Defense—they all came in and
said, “Hold the line.” But they cannot
get anybody's attention.

When the Senator from Rhode
Island made a presentation, I just
could not sit here any longer and
listen to that kind of nonsense going
on, about tax and tax and spend and
spend, or this has been going on for 40
years, or the backs of the working
people, or popular with the working
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people, or windfall. It has not been a
windfall.

We have not sat around in this Gov-
ernment of ours—and I have sat on
the Budget Committee—and said,
“Look at all the extra money.”
Rather, we have been cutting taxes,
and now you have the big whopper in
Kemp-Roth plus the indexing that is
going to destroy us all.

Mr. HEINZ. Mr. President, will the
Senator yield for a question?

The PRESIDING OFFICER. The
Senator from Pennsylvania.

Mr. HEINZ. Mr. President, a lot of
reasons have been put forth tonight as
to why we should or should not sup-
port Senator CHAFEE's amendment. I
support it; and, at the risk of taxing
the listening capacity of Senators, I
suggest one reason and one reason
above all out of many good reasons
put forth to support Senator CHAFEE'S
amendment, and it is the interest
rates.

If we want to do something about
the interest rates that increased sig-
nificantly just last week, both the
prime rate and the discount rate. The
discount rate went from 9 percent to
9.5 percent—the first time it has in-
creased in a very long time, and if we
want to do something about the pre-
dictions of gloom and doom by Mr.
Henry Kaufman, that sage from City
Bank, who says interest rates are
going to go up another 2 points or so,
then we ought to adopt Senator
CHAFEE's amendment. It will at least
narrow the boundaries of that ever
widening river of red ink that CBO
projects. Maybe some day, that is if we
ever get up the gumption, we will be
able to jump across that river and do
something about the deficit, instead of
just minimal damage control that we
are now considering.

Mr. President, I mentioned this
stream of red ink, and there are two
projections we have all seen. One is by
the Congressional Budget Office, and
the other by OMB. The CBO projec-
tions show that the deficit is getting
worse, even after we pass this tax bill,
CBO projects a deficit at approximate-
ly $200 billion.

I will not repeat the speech of my
friend from South Carolina, who I am
sure, somewhere in his speech—he did
not miss much—he mentioned the $30
billion deficit that was proposed by
President Carter and that horrified
Democrats and Republicans.

The administration says, if you look
at the OMB budget estimates, not to
worry; the deficits are coming down.

You have two credible sources
making those estimates. What is the
difference between them? The differ-
ence between them is as assumption,
in small part, over defense spending
and spendout rates, and in large part
it is over interest rates.
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The Office of Management and
Budget says not to worry: Within 3
years, the T-bill rate will be a modest
1.5 or 2 percentage points above the
rate of inflation. Once upon a time,
back in 1963—that is, 20 years ago—
the T-bill rate was about 2 points over
the rate of inflation. The so-called real
interest rate was 2 percent back then.

I do not know how many people
think the real interest rate is going to
be 2 percent next year, the year after
that, and the year after that, but I
hope they will see me afterward and
place their bets. I would like to take
their money, because the real interest
rate is not going to be anything like 2
percent, even if we wish it were, not
with a $200 billion deficit. It cannot
be.

If that does not convince Senators as
to why we should support the amend-
ment of the Senator from Rhode
Island—that is to say, keeping interest
rates down, keeping economic recovery
moving ahead rather than going into
first gear—let me also suggest that,
apart from the fact that indexing is
something we all scream about when it
is part of an entitlement program, we
might want to be consistent when we
scream about it and do something
about it when it is part of the tax.

This was not a part of Ronald Rea-
gan’'s original tax program. I was in
the room when the President, at the
White House, made the mistake of
agreeing to a bunch of Republicans,
who went down there to beat him over
the head to adopt it as part of his tax
plan. I hope he has seen the wisdom of
his ways, but I think it was a mistake
for the President to agree to this.

The other thing I suppose some
people might say, those people who
favor retaining indexing, is that, some-
how, this is really unfair to all these
people, who are going to miss this tax
decrease that they have not yet re-
ceived. Indexing does not go into
effect, as we all know, until next year.

It would be a new construction of
the English language, so far as this
Senator is concerned, to tell people,
“Something you're going to get in the
future and that we’'re taking away
from you is a terrible sacrifice.” Let
me tell Senators what is a sacrifice.

In the overall budget proposal that
is being worked on by the Budget
Committee, and virtually all the other
budget proposals—somebody said that
you cannot be a Senator if you do not
have a budget proposal—almost all of
them freeze a variety of spending pro-
posals, usually in the nondefense area.
Defense gets inflation plus 4, 5, or 6
percent. But everything else gets
frozen—not for 1 but often for 2 and
quite often for 3 years.

All Senator CHAFEE's amendment is
doing is saying let us be even-handed
about it. If we are going to freeze non-
defense spending for 3 years, how
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about freezing indexing for 3 years by
not implementing it for that length of
time?

Mr. President, $50 billion is what we
are talking about—$51 billion, I sup-
pose, to be accurate; $50 billion is still
a lot of money. As Everett McKinley
Dirksen used to say, “A billion here, a
billion there, and pretty soon that's
real money.” I hope that $50 billion is
still considered real money. It is to
this Senator. Postponing indexing will
be considered a real attack on the
budget deficit, and it will be consid-
ered responsible action by this body,
further it will contribute to bringing
interest rates down instead of up.

One last word. I have taken too
much time.

Mr. President, we talk in terms of a
$200-billion deficit, and that is this
year’'s deficit, and we know that next
year’s deficit is going to be in pretty
much the same ball park.

What should shock us, our constitu-
ents, and anyone who cares to observe
the national income accounts and the
Federal budget accounts is that inter-
est on the national debt will very
quickly be at $150 billion a year. That
is just the interest. That is not a pay-
ment to the Defense Department.
That is not a payment for roads or
bridges or sewers or health insurance
or medicare or social security. It is cer-
tainly not a repayment of the princi-
pal on the debt; $150 billion in interest
represents three-quarters of the entire
Federal budget deficit we have—three-
quarters. That is the issue.

Do you want to perpetuate Federal
budget deficits simply by building up
higher and higher interest rate pay-
ments? You tell me how you get out of
that box. Mr. President, procrastina-
tion is not the way to get out of that
box. We need to start drilling holes to
get out of that box and we need to
start tonight. I hope my colleagues
support the amendment to postpone
indexing for 3 years.

Mr. DOLE. Mr. President, I think we
have had some good discussion here,
and I do not wish to shut anyone off. I
know there are going to be other in-
dexing amendments, I understand, in
different form offered tomorrow. We
have had some good discussion. We
have heard the distinguished Senator
from South Carolina. He has been
gone a lot. He had a great crowd here
tonight.

Mr. HOLLINGS. The best crowd.

Mr. DOLE. The best crowd.

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

Mr. DOLE. I am happy to yield.

Mr. SYMMS. I cannot let the Sena-
tor from South Carolina walk out of
here, as great as it is to have him back
here to give the great speeches, and I
sit here and I say that I enjoy them.
But the fact is that the Government
revenues have gone up on an average
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every year for the last 20 years some-
what, and they are still going up.

I have one of our Budget Committee
sheets here that says revenues are
$663 billion this year and $733 billion
next year, $794 billion the next year,
$863 billion, and that is a conservative
estimate.

Would the Senator not have to agree
the problem is we spend too much
money? Revenues are going up every
year. And all that talk the Senator
gives tonight does not answer the
question. We are spending too much
money. The Senator may call it hog-
wash and nonsense, but that fact is
this Congress will not bite the bullet
and cut spending. We want to raise
taxes because that is easier. If we get
rid of indexing it is an easy way to
raise taxes on people without them
knowing we are raising taxes.

Mr. HOLLINGS. Mr. President, if
the distinguished Senator from Idaho
presents a revenue measure, I will be
happy to listen to the Chamber of
Commerce talk on what we should do.

Mr. DOLE. Mr President, do I have
the floor?

The PRESIDING OFFICER. The
Senator from Kansas has the floor.

Mr. DOLE. I am happy to yield to
the Senator.

Mr. HOLLINGS. Mr. President, I ob-
served that I am trying to follow the
logic. The Senator from Idaho says if
we do away with the pending amend-
ment and have this indexing then
people will stand up and put in a reve-
nue measure. Then where is the reve-
nue measure? I did not get it from
him.

Mr. SYMMS. I say I am willing to
offer an amendment to the amend-
ment of the Senator from Rhode
Island that gets rid of all indexing. I
was going to offer that earlier, but it
was not in order.

Mr. DOLE. Mr. President, let me say
10 States had indexing. One is South
Carolina that passed it in 1980. So I
think the Senator from South Caroli-
na will appreciate that bit of news.

They are Arizona, California, Colo-
rado, Iowa, Minnesota, Montana,
Oregon, South Carolina, and Wiscon-
sin.

So these are States that believe in
indexing. That is probably where we
got the idea. I think it did come from
the Senators that had indexing, Iowa,
Colorado, Arizona, and I ask unani-
mous consent to print that in the
RECORD because some States index dif-
ferently. In South Carolina it took
effect in 1982, 3 years ahead of Presi-
dent Reagan. That indicates that they
are really on the ball in South Caroli-
na.

There being no objection, the mate-
rial was ordered to be printed in the
REcoRD, as follows:
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APPENDIX TABLE A.—CHARACTERISTICS OF STAT PERSONAL INCOME INDEXING LAWS

Features indexed

Index used

Effective date

Legal citations

Personal, dependent, biind and aged exemplions,
mnd.ard deduction,  property Iaglwmd renter’s

Per.'mal and dependent credits, standard deduction,
income brackets and fow income credit

Pam! standard deduction and income
5
.. Income brackets and maximum annuity excloded from

taxable income.
.. Personal credits, standard deduction, and income
brackets

.. Income brackets and personal exemplions......

South Carolina........_....

. Percent ch,
mﬁte CPl a5 delermined by Imdget and

Average change in Phoenix CPI from fiscal year 1978
Inﬁrmﬁm year

Brackets indexed by chamge in state CPI Jess 3 Brackets indexed
Fmem in 1978-79, 1982 afld years thereafter
ull change in CPY for other features.

Set annually by the General based on
various price data. (9 percent in 1980).

25 percent of change in HS CP1 for 1979, 50
percent of change m GNP deflator for 1380-81
Brackets 85 percent of Minneapolis-St. Paul CP1 from

E"me[ fo August Other features indexed by full

Full change in average US. CP1 from fiscal year
1980 to current fistal year

control board, nol to exceed & Er:m
Percent change in US. CP! from 1o June nol to
exceed 10 parcent in a single year

1978 tax year and permanently thereafter. ...

leatures indexed beginning 1979 tax year. Al
indexed permanently.

1978 tax year and permanently thereafter ..

1979-81 tax years prm!eﬂ 11! June 30 general
fund balance exceeds $60

Brackets indexed starting the ]‘]?9 tax year; ofher
featurs indexed begimning 1981 tax year All
indexed permanently

1981 lax and permanently thereafler

1981 tax year and permanently thereafter. . .. ...
1982 tax year and permanently thereafter.... .

1980 lax year and permanently thereafter

o O 211 laws {15?8} 5B, 1145 (1979) as
amended by S.B. 1172 (1980).

starting in 1978 tax year; other Ch 563}32“ (1979), and AB. 276 as passed by
islature.

Ch. 103, laws (1978).

SF ll!étsuas passed by 1979 legislature and amended
in 1980,

Ch 303, laws (1979), as amended by Ch. 607.
laws (1980).

. Referendum passed Nov. 4, 1980

Ch. 240, laws (1979)
HB. 3241 a5 passed by 1980 legislature

Ch 1, laws (1979)

Source: ACIR, the Inflation Tax, M-117, January 1980, pp 22-23, updated

Mr. FORD. Mr. President, will the
Senator yield for a question?

Mr. DOLE. I yield.

Mr. FORD. Since the Senator is en-
tering in the ReEcorp the indexing of
various States, would he also list the
other taxes that are being charged in
comparison with the other States,
rather than just list the indexing?

Mr. DOLE. How does the Senator
mean?

Mr. FORD. The Senator is saying
they have indexing, but it also is a tax
package that applies to that State.
There may be a reason for indexing,
whether taxing the other things is
higher and indexing some income, so I
do not think just the indexing here
will level it out with what those States
are doing.

Mr. DOLE. That may be correct, but
I want to indicate there was some sup-
port for indexing at the State level.
There are some in other countries that
have indexing, and again, we can rein-
vent the wheel tonight. I do not know
that is necessary.

Mr. BUMPERS. Argentina has in-
dexing.

Mr. DOLE. It may have.

Mr. BAKER. Mr. President, will the
Senator yield me a minute?

Mr. DOLE. Let me yield to the ma-
jority leader.

Mr. BAEER. Mr. President, I will
not take but a moment, but I inquire
of the distinguished manager on this
side whether or not he expects a vote
soon and whether he expects other
rollcall votes after the next one?

Mr. DOLE. Yes. I shall move to table
this amendment in the next 5 or 10
minutes.

It seems to me that we had a good
debate, and we are going to have more
debate on indexing tomorrow. It is my
hope that this will be the last vote of
the evening. It is still my hope we
could finish by Thursday evening, if
that is satisfactory with the majority
leader.

Mr. BAKER. Mr. President, I hope
that is so also.

While I have opposed indexing in
the past and have spoken on this floor

to that effect, I intend to vote to table,
and I think to do otherwise would de-
stroy any chance we have to try to
hold the package together.

I hope it will be tabled but, Mr.
President, 1 also hope that we can
make that the last vote of the evening
and that we can then plan to come in
at a fairly early hour tomorrow, say at
10 a.m., and be back on the bill at
10:30 a.m. If the manager is willing to
indicate that he is willing to stop now,
I am ready to announce there will be
no more record votes after the next
record vote.

Mr. CHAFEE, Mr. President, if the
Senator will yield, could I ask the ma-
jority leader a question?

Mr. BAKER. Yes, but I do not have
the floor.

Mr. DOLE. I yield for that purpose.

Mr. CHAFEE. Mr. President, I am
not quite willing to concede that the
motion to table is going to prevail.
What would be the majority leader’'s
position if it did not prevail?

Mr. BAKER. Mr. President, I
assume if it is not tabled, we would be
on it tomorrow.

Mr. DOLE. That is right.

Mr. BAEKER. It would still be the
pending question. But I think that one
more vote is about all we can handle
tonight.

Mr. CHAFEE. Mr. President, I wish
to say to the majority leader that the
Senator from New York wishes to
speak for a couple minutes, and as far
as I am concerned, we can vote cer-
tainly before 11 p.m. and within a few
minutes. So why do we not split the
time between now and 11 p.m.?

Mr. DOLE. Equally divided.

Mr. CHAFEE. That is 7% minutes
apiece—fair enough?

Mr. DOLE. Fine.

Mr. BAKEER. Mr. President, I make
that unanimous consent request, if the
Senator will yield to me for that pur-

pose,
The PRESIDING OFFICER. Is
there objection to the request of the
Senator from Tennessee?
Mr. BAKER. Mr. President, was the
request granted for the time to be allo-

cated between now and 11 p.m. equally
between the Senator from Rhode
Island and the Senator from Kansas?

Mr. DOLE. Yes.

Mr. CHAFEE, 1 do not know what
the time is—T7% and T'%, is that fair
enough?

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

Who yields time?

Mr. CHAFEE. 1 yield 2 minutes to
the Senator from New York.

The PRESIDING OFFICER. The
Senator from New York.

Mr. MOYNIHAN. Mr. President, I
wish to introduce an idea into this dis-
cussion. The discussion of the deficit is
going to go on for a long time, and per-
haps this idea could win some follow-
ing.

I simply say that in 1913 when the
17th amendment was adopted, one of
the major arguments in favor of doing
so was that the U.S. Senate had
become a plutocracy and that popular
election of U.S. Senators would change
that.

I begin to look at the composition of
our body, the large number of million-
aire Senators, and I wonder if this has
not again become the case. When I
look at our behavior over the last 3
and 4 years with respect to taxes I
know one thing: We are going in 8
years to triple the debt of the United
States. This means that by 1989 it will
require almost one-half the personal
income tax to pay the interest on the
public debt. Eighty percent of the per-
sonal income tax is withheld from the
wages of working Americans. As that
debt service mounts toward $200 bil-
lion per year forever, we will see the
largest transfer of wealth from labor
to capital in the history of this Repub-
lic. We will see the working people of
this country using half their taxes to
pay interest to the owners of the enor-
mous wealth held as Government
bonds. We will see the concomitant
rise of interest rates parallel the in-
crease in the plain elemental transfer
of wealth from wages to capital. We
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will be talking about this transfer of
wealth for decades.

I thank the Chair.

Mr. CHAFEE. Mr. President, I yield
to the Senator from Arkansas 1
minute.

Mr. BUMPERS. Mr. President, I
wish to make two observations.

Much has been said tonight about
how this is a workingman's provision
indexing. Let me tell you something.
Let me tell you what the deficit is
doing to the working people of this
country. The Senator from Kansas
has put something on each one of our
desks showing from 1977 to 1980 a
person making $18,723 in 1977 because
of bracket creep will pay $1,573 more
in the ensuing 4 years.

Let me tell you, if that workingman
is making a payment on a $50,000
home and the interest rate goes up 1
percent on that home, as it has in the
past 10 days, the cost to him because
of that 1 percent interest rate is $2,064
in the same period of time. Do you
know what you are doing to the work-
ing people? Every man, woman, and
living child in the United States in
January 1981 owed as his share of the
national debt $4,400. On September
30, 1984, their share will be $7,300.
You talk about the peanuts you are
going to save working people with in-
dexing while you are putting $1,000 a
year on him just on the national debt
alone.

Mr. CHAFEE. Mr. President, I yield
myself 2 minutes.

Mr. President, there is an Alice in
Wonderland atmosphere to the debate
here tonight by the presentation of
the opponents to this amendment.
They have charts, they quote edito-
rials, they quote Martin Feldstein,
they quote the Wall Street Journal,
that renowned friend of the working
man, all to show that if indexing starts
next year what a marvelous thing it is
going to be for the working people of
this country.

We do not need editorials from any-
place in the country to tell us that the
worst thing that is happening is the
growth of these deficits. The worst
thing that is happening to the work-
ingman is the rise in the interest rates,
the inability of his children to buy a
home at a decent price, the inability of
anyone to finance an automobile, and
the inability of industry to expand so
that his children can get jobs. So set
aside all of this talk of editorials and
what these charts show. Every one of
us knows in his or her heart that these
deficits are horrendous and must be
brought down. The amendment that I
am presenting tonight is the largest
significant effort toward bringing
those down that has been presented
on this floor—$51 billion.

The second point is that there is a
hobgoblin stalking the floor that if we
pass this the President will veto it.
Now does anybody seriously believe
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that? If the President gets a package
that is going to save him $200 billion,
that is going to help bring down the
interest rates, that is going to help
this economy keep moving forward,
does anybody seriously think the
President of the United States is going
to veto that package?

I say let him try. He did not promise
that when he campaigned. Let us
present it to him and if he wants to
veto it, go to it.

I reserve the balance of my time.

Mr. DOLE. I yield 2 minutes to the
Senator from Minnesota.

Mr. DURENBERGER. Mr. Presi-
dent, there is an Alice in Wonderland
attitude present here, I will grant the
proponent of this amendment. He says
set aside the editorials, set aside the
opinion of people in Minnesota, Colo-
rado, and everywhere else; set aside
the farmers in this country, set aside
the small business people of this coun-
try, set aside everybody except the few
people in this Chamber who somehow
or other want to go back to the days
when we can use inflation to increase
the tax.

Now to the credit of the Senator
from South Carolina, we are glad you
are back. But in the 2 years you have
been gone, something has happened in
Minnesota. When you left, yes, they
had a problem with their credit rating,
but today they got that credit rating
back and they got a better credit
rating. On top of that, they just ran
up a $1 billion surplus this year in
that State, and that is a State that
started tax indexing.

I have not heard a good argument
that could not have been made back in
the seventies when we were running
up the cost of this Government made
here tonight. And all of the good argu-
ments are made on the side of the
folks that are saying we finally did one
good piece of tax reform in the last 3
years and that is we took inflation out
of the process of Government.

Mr. BUMPERS. What happened in
Minnesota?

The PRESIDING OFFICER. Who
yields time?

Mr. BUMPERS. Tell us how they
built that surplus.

Mr. DOLE. Does the Senator want a
minute of my time?

Mr. BUMPERS. 1 just wanted the
Senator from Minnesota to tell us how
they got that big surplus when they
were virtually bankrupt 2 years ago.

Mr. DURENBERGER. The way
they got the surplus is when they put
in indexing they decided—

Mr. BUMPERS. They raised taxes.

Mr. DURENBERGER. They decided
to do something about the spending in
that State. That is one of the big ad-

vantages of putting indexing in. You
finally have to do something about the

spending.
Mr. DOLE addressed the Chair.
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The PRESIDING OFFICER. The
Senator from Kansas.

Mr. DOLE. Mr. President, I do not
want to quarrel with my colleague
from Rhode Island because he has
worked very hard on this package.

Maybe some do not care whether or
not the President vetoes it or not.
Maybe some do not want deficit reduc-
tion. But we have labored long and
hard to try to get $150 billion. I know
the game around here and some will
say that we have one for $200 billion,
we have one for $220 billion.

They had eight different budgets on
the House side. Not a one of them has
cut the budget.

We passed a budget resolution to
raise $73 billion in taxes and got 50-
some votes for it and voted on the
taxes and we got 36 votes., We are
trying to do the real thing, trying to
put together a deficit-reduction pack-
age. It is not very big, but if we do get
$150 billion it would be more than
anybody expected in an election year
or any other year.

We are doing some nondefense
spending cuts—$24 billion in the
Senate Finance Committee, I would
say to my friend from South Carolina.
We are not backing away from our re-
sponsibility to reduce Federal spend-
ing. In the Senate Finance Committee,
over a 5-year period we have cut
spending in the neighborhood of $95
billion. So we are not going to apolo-
gize for the work in our committee on
both sides of the aisle. For the most
part, it has been bipartisan.

We have reduced the growth of pro-
grams. We have some very sensitive
programs—medicare, medicaid, social
security, AFDC, unemployment, trade
adjustment assistance, as well as the
taxes.

It seems to me that if we want to
give up on the package, we can just
adopt this amendment. I know that is
not the intent, but that would be the
result. I hope that we could vote to
table this amendment, get on with
other amendments that Senators have
tomorrow morning, and finish this bill
maybe even by tomorrow evening.

I reserve the balance of my time.

Mr. CHAFEE. Mr. President, there
is going to be a motion to table. I cer-
tainly hope everybody here will vote
no. Those who do not vote no should
put away the wonderful speeches they
have on the need to balance the
budget.

Here is a major step we can take to
balance this budget. Let us not get tied
up in what the President will do or
what the President will not do. We all
know this is the finest thing we can do
for the citizens of America. I do not
care where they work, what income

bracket they are in, whether they are
rich or they are poor or they are in

the middle. The best thing we can do
to help them all is reduce these defi-
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cits. Here is the largest single step
that we can take.

Mr. President, I yield back the bal-
ance of my time.

Mr. DOLE. Mr. President, let me
just say one thing before I make the
motion. If we want to raise taxes, why
take it out on the working people? We
got all kinds of big loopholes. I hear
all this from the other side about cor-
porations not paying any tax; we have
investment tax credits for everybody
who can buy a Mercedes car and if you
use it in business you can get an in-
vestment tax credit.

Why are we coming in here at 11
o'clock at night trying to take a few
dollars from working families in Amer-
ica when we have got all kinds of pos-
sibilities in the Tax Code? We did $100
billion in 1982 and did not get a vote
on that side of the aisle for tax
reform. We are going to do about $48
billion in this package. So it is not that
we have been asleep in trying to close
up some of the big loopholes.

But let us not take this away. Forty-
three percent of it goes to those who
make less than $30,000. Let us give the
working people a break and let us give
ourselves a break. Let us table this and
go home.

Mr. President, I move to table the
amendment and ask for the yeas and

nays.
The PRESIDING OFFICER. Does
the Senator yield back his time?
Mr. DOLE. I yield back my time.
The PRESIDING OFFICER. Is

there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.

Mr. BAKER. Mr. President, this will
be the last rollcall vote this evening.

The PRESIDING OFFICER. The
question is on agreeing to the motion
of the Senator from Kansas (Mr.
DoLe) to table the amendment of the
Senator from Rhode Island (Mr.
CHAFEE). The yeas and nays have been
ordered and the clerk will call the roll.

The legislative clerk called the roll.

Mr. STEVENS. I announce that the
Senator from Maryland (Mr. MATHIAS)
and the Senator from Connecticut
(Mr. WEICKER) are necessarily absent.

I further announce that, if present
and voting, the Senator from Con-
necticut (Mr. WEeICKER) would vote
“nay."

Mr. CRANSTON. I announce that
the Senator from Texas (Mr. BENT-
SEN), the Senator from Colorado (Mr.
HarT), and the Senator from Mississip-
pi (Mr. STENNIS) are necessarily
absent.

The PRESIDING OFFICER (Mr.
WARNER). Are there any other Sena-
tors in the Chamber wishing to vote?

The result was announced—yeas 57,
nays 38, as follows:
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[Rolleall Vote No. 61 Leg.]
YEAS—57
Garn
Goldwater
Gorton
Grassley
Hatch
Hatfield
Hawkins
Hecht
Heflin
Helms
Humphrey
Jepsen
Kassebaum
Kasten
Laxalt
Levin
Mattingly
MecClure
Melcher

NAYS—38

Glenn
Heinz
Hollings
Huddleston
Inouye
Johnston
Kennedy
Lautenberg
Leahy
Long
Lugar
Matsunaga
Metzenbaum
NOT VOTING—5

Bentsen Mathias Weicker
Hart Stennis

So the motion to lay on the table
amendment 2924 was agreed to.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
motion was agreed to.

Mr. LONG. Mr. President, I move to
lay that motion on the table.

The motion to lay on the table was
agreed to.

(By request of Mr. BAKER, the fol-
lowing statement was ordered to be
printed in the RECORD:)

Mr. WEICKER. Mr. President, if I
had been present, I would have voted
in favor of Senator CHAFEE's amend-
ment to delay indexing and against a
motion to table the Chafee amend-
ment.

Mr. CHAFEE. Mr. President, I am
pleased to join with Senators MATHIAS,
Starrorp, and WEICKER in proposing
today an alternative Republican
budget plan that would achieve a 3-
year reduction in deficits of $206 bil-
lion.

There have been a number of disqui-
eting signals over the last weeks and
days that indicate it has become even
more urgent to reduce the deficit. The
predicted credit squeeze created by the
competing demands of a robust busi-
ness recovery and a spendthrift Gov-
ernment seems in fact to be occurring.
The preponderance of informed opin-
ion is that Government policy is creat-
ing too much fiscal stimulus, and that
this will lead to economic stagnation
and higher unemployment.

In short, Mr. President, while I sup-
port the effort to obtain a deficit re-
duction of $100 billion as entailed in
the so-called leadership plan or down-
payment, I think we can do much

Murkowski
Nickles
Packwood
Percy
Pryor
Quayle
Roth
Rudman
Simpson
Specter
Stevens
Symms
Thurmond
Tower
Trible
Wallop
Warner
Wilson
Zorinsky

Abdnor
Armstrong
Baker
Baucus
Boren
Boschwitz
Bradley
Byrd
Cochran
Cohen
D'Amato
Danforth
DeConeini
Denton
Dole
Domenici
Durenberger
East

Exon

Mitchell
Moynihan
Nunn

Pell
Pressler
Proxmire
Randolph
Riegle
Sarbanes
Sasser
Stafford
Tsongas

Andrews
Biden
Bingaman
Bumpers
Burdick
Chafee
Chiles
Cranston
Dixon
Dodd
Eagleton
Evans
Ford
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more, and I think that the country
would welcome it.

The plan we offer today cuts spend-
ing by a total of $89 billion, including
$24 billion of interest savings. It raises
revenues by $117 billion through fiscal
year 1987. The result is to reduce defi-
cits to $164 billion in fiscal year 1985,
$150 billion in fiscal year 1986, and
$139 billion in fiscal year 1987. The
deficit reductions thus accomplished
are larger than those proposed in the
so-called Democratic Caucus plan, or
in the Republican leadership plan.

With regard to revenues, the plan
presumes adoption of the Finance
Committee amendment and the tax in-
creases it entails, totaling about $48
billion. It also presumes adoption of
substantial additional revenues which
could be obtained in a number of ways.
One of the obvious ways of raising
substantial revenues is by postponing
tax bracket indexing to calendar year
1988. We simply do not believe that we
can afford what is effectively a tax cut
of $51 billion at a moment of absolute
crisis in budget policy. This is one
means of raising additional revenues
which seems especially appropriate.
There are many others.

With regard to spending, the plan
projects spending cuts through fiscal
year 1987 of $65 billion, of which $24
is reduced defense spending and $41 is
reduced entitlement spending. The
plan does not contemplate cuts in
overall nondefense appropriations.

With regard to defense spending, the
plan provides a real growth rate of 3
percent. Much confusion seems to sur-
round discussions of defense spending.
One major reason is that different
people choose different baselines
against which to apply cuts. The base-
line that our plan adopts is the CBO
baseline of 5 percent real growth. We
use the CBO's baselines for all the
other accounts in the budget. Not to
do so for defense would be question-
able. Our plan cuts $24 billion in fiscal
year 1985-87 from baseline defense
spending by lowering real growth to 3
percent. For fiscal year 1985, this re-
duces outlays by only $3 billion. No
one can convince me that this is an in-
supportable, draconian amount. It per-
mits total defense spending for fiscal
year 1985 to be $260 billion, an in-
crease of fully $25 billion from fiscal
year 1984.

With regard to entitlements, the
largest single element of the budget,
the plan provides a 3-year reduction of
$41 billion. This could result from re-
forms in revenue sharing, unemploy-
ment compensation, farm programs,
and medicare and medicaid. For exam-
ple, the CBO’s recommendation that
general revenue sharing be limited
only to those jurisdictions experienc-
ing fiscal distress would save $4 billion
over 3 years. Reforms in unemploy-
ment compensation could result in sav-
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ings of nearly $3 billion. Changes in
the medicare and medicaid programs
could include those programs already
reported by the Finance Committee as
part of the tax package. I believe
there is a very substantial opportunity
for savings in farm programs. Saving
$41 billion in entitlement spending
nonetheless permits total entitlement
spending for fiscal year 1987 to rise to
$470 billion, compared to the $400 bil-
lion spent in fiscal year 1984.

With regard to nondefense appro-
priations, the plan accepts the CBO
baseline, providing therefore no cuts
or increases in total projected spend-
ing for these programs. Relative to de-
fense and to entitlement spending, the
appropriated nondefense programs are
a small share of the budget, particu-
larly considering their scope. They en-
compass every area of domestic spend-
ing from the national parks to hous-
ing, education, and health research.
Yet these accounts have borne the
main burden of the effort since 1981
to reduce the growth rate of Govern-
ment spending. And, in fact, the share
of total spending taken by these pro-
grams has fallen from 24 percent in
fiscal year 1980 to 17 percent in fiscal
year 1984. Our plan therefore provides
for baseline funding, but it would also
permit increases in certain high priori-
ty programs, to be offset by compen-
sating cuts in other, lower priority
Programs.

The result of this plan would be a
substantial 3-year reduction of the
deficit by $206 billion, double the re-
duction of the leadership plan as esti-
mated by the CBO, on the Democratic
Caucus plan. We believe this to be a
responsible program which is needed
to achieve the deficit reductions that
are necessary to insure economic pros-
perity.

I ask unanimous consent that at the
conclusion of remarks by my col-
leagues Senators MATHIAS, STAFFORD,
and WEICKER, a summary of our
budget plan and an explanation be in-
cluded in the RECORD.

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

(See exhibit 1.)

Mr. STAFFORD. Mr. President, I
am pleased to join with my colleagues,
Senators CHAFEE, MAaTHIAS, and
WEICKER in introducing this plan
today. I believe that this package pro-
posal deserves serious consideration by
the Members of the Senate. It pro-
vides for deficit reductions of over $30
billion from the CBO deficit in fiscal
year 1985 and over $200 billion over
the 3-year period fiscal year 1985-817.

I believe that deficit reductions of
this magnitude are required this year
in order to indicate to the public and
to the financial markets that we in
Congress are serious about attempting
to get the Federal budget under con-
trol. I also believe the composition of
this package is fair and equitable.
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The plan assumes a one-for-one bal-
ance in spending cuts and revenue in-
creases. This is consistent with the
target that the Senate Finance Com-
mittee chose for itself earlier this
year, and is a goal that can be
achieved. Adoption of the provisions
recommended by the Senate Finance
Committee would achieve $48 billion
in revenue increases. Simply delaying
implementation of indexing would
achieve three-quarters of the remain-
ing increase targeted under the plan.

The plan allows substantial real
growth in defense spending, which will
not in any way jeopardize our national
security. Savings can easily be
achieved in weapons systems without
jeopardizing readiness.

The plan assumes some reductions
in entitlements beyond those already
achieved by the Finance Committee in
the amendment which is now under
consideration on the floor. Additional
savings can be achieved in farm pro-
grams, and in nonhealth programs.
The plan would not cut COLA’s in
social security or the other entitle-
ment programs.

For nondefense appropriated pro-
grams, the plan assumes CBO's esti-
mate of baseline spending because
these programs have borne the brunt
of the spending reduction effort since
1980. Within this baseline spending
level, increases above the baseline for
programs in areas such as education
and environmental protection are as-
sumed. It is further assumed that
these increases will be offset by reduc-
tions below the baseline in lower prior-
ity programs.

I believe that Congress can make a
good-faith effort to reduce budget
deficits, and I believe that the revenue
increases and spending cuts targeted n
this plan are achievable. This budget
plan is just that, a plan setting out
spending and revenue targets for the
Federal budget. Its implementation re-
quires restraint on the part of both
Congress and the administration. We
should show the American people that
this can be done now.

(By request of Mr. Baker, the fol-
lowing statement was ordered to be
printed in the RECORD.)
® Mr. WEICKER. Mr. President, one
of the welcome signs of the budget
debate this year is that everyone in-
volved in the debate finally agrees
that large Federal deficits are bad for
our economy.

Accordingly, at least six different
deficit reduction proposals have been
introduced in the U.S. Senate. Count-
less others were introduced in the
House, prior to that Chambers action
last week.

Unfortunately, all of these proposals
are deficient in at least some regard.
Either they are not ambitious in their
deficit reduction, or the proposals
cover only 1 year, or the mix of spend-
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ing cuts and tax increases is not
weighted correctly.

Our proposal is ambitious in that it
seeks to reduce Federal deficits by
$206 billion, and to redirect fiscal
policy in the next 3 years. We also be-
lieve that the mix of spending cuts
and tax increases in our proposal is
fair given the factors that have led to
our current deficit problem.

Mr. President, the proposal which
we introduce today calls for 3 percent
real growth in defense budget author-
ity and no real growth in nondefense
discretionary programs, and reduces
spending for nonmeans tested entitle-
ments by over $41 billion over 3 years.
As 1 mentioned, the proposal would
save $206 billion in Federal borrowing
needs over the next 3 years, and would
reduce the 1987 deficit to $139 billion
as compared to the $245 billion deficit
under current law.

One of the ways in which this plan
differs from the other proposals now
before the Senate is that it allows non-
defense discretionary programs to
maintain their current level of serv-
ices. This is an acknowledgement that
some of our Nation’s programs, includ-
ing education, job training, biomedical
research, or health care—have borne a
disproportionate share of the budget-
eer’s axe. Yes, there are low priority
discretionary programs. But, educa-
tion for the economically disadvan-
taged or the handicapped are essential
investments in our future. So too is
biomedical research. For every dollar
spent on research, we have saved $13
in health care costs. With health care
consuming 10 percent of our gross na-
tional product, a freeze is an economy
we cannot afford. At current services,
Congress maintains the flexibility to
weed out those programs which are no
longer required or which can be cut
and redistribute funds to provide real
increases for other programs or new
initiatives.

This, then, is the Chafee-Mathias-
Weicker-Stafford proposal, a fuller de-
scription of which has been provided.
We realize that our proposal is only
one of many that have sprouted this
spring, but we believe that it is ambi-
tious, and fair, and we hope that it will
serve as a blueprint for action the
Senate will take this week on reducing
deficits.@

(By request of Mr. BAKER, the fol-
lowing statement was ordered to be
printed in the RECORD.)
® Mr. MATHIAS. Mr. President, after
long months of political skirmishing
and public hand-wringing, Congress is
finally getting down to the business of
cutting Federal deficits. It is not a
moment too soon, and I pray it is not
too late. Credit markets are skittish.
The prime rate went up another half-
point last week, the stock market went
down 33 points, and inflation began to
heave into view. To arrest these
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trends, the Senate should be urgently
debating how to reduce the deficit for
the 1984 fiscal year. But with the leg-
islative vehicle before us, the best we
can do is to devise ways to cut deficits
over the next 3 years.

Congress duty here is clear: Over the
next several weeks, we must demon-
strate to the country and the rest of
the world that the U.S. political
system is capable of keeping its finan-
cial house in order. If we fail to make
significant inroads against the enor-
mous budget shortfalls, we will de-
stroy the confidence of domestic and
international financial markets and
very likely precipitate a new global re-
cession sometime in 1985.

The budget package submitted today
by Senator CHAFEE, Senator WEICKER,
Senator Starrorp, and myself goes a
long way toward demonstrating U.S.
fiscal responsibility. It cuts the budget
by $206 billion over 3 years—about
double the amount achieved under the
plan sponsored by the President and
the majority leadership. And these
numbers are real, taken from the Con-
gressional Budget Office’s baseline,
not based on what are generally con-
ceded to be overly optimistic economic
projections. With $89 billion in spend-
ing and interest reductions and $117
billion in new revenues, this package is
fair, well-balanced and politically
achievable even in an election year. 1
only wish the deficit reductions were
bigger. But if all we can realistically
achieve in 1984 is a ‘“downpayment”
on the deficit, we should at least make
as sizable a downpayment as possible
with the promise of quick payment in
the near future. That is what this
package does.

Mr. President, others have gone into
detail on this plan and an outline has
been put into the REecorp. At this
time, I only wish to call my colleagues’
attention to the fact that this budget
package repeals tax indexing. Index-
ing was a bad idea when it was intro-
duced in the 1981 tax bill and it is a
bad idea now. Until Congress agrees to
make a comprehensive review and
reform of COLA adjustments in enti-
tlement programs, we cannot honestly
tell the American people that their
benefits will be fully adjusted to infla-
tion, but their taxes will be fully pro-
tected against it. There is no surer way
of guaranteeing the country a massive
structural deficit for the rest of the
century.

Finally, this budget package begins
to address the enormous damage Fed-
eral deficits are doing to the interna-
tional economy. Not only are U.S. ex-
porters suffering from the exorbitant-
ly priced dollar, but so are oil import-
ers, Third World debtor nations and
our NATO allies. To finance the defi-
cits, we are counting on European cap-
ital that Europeans now need desper-
ately to keep their own economic ex-
pansion growing. It is a sad spectacle
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to see the United States, the world’s
greatest capital exporter, rapidly
evolving into a debtor nation. But, Mr.
President, that is where we are headed
unless we turn this deficit mess
around. I urge my Senate colleagues to
give this plan careful consideration. It
is the minimum we should accomplish
this legislative session.e

EXHIBIT 1.—ALTERNATIVE REPUBLICAN BUDGET PLAN,
APR. 10, 1984

[In biflions of dollars]

1984 1985 1986

733 79§
19 k]

Total plan revenues ......................... 152 834

B. Defense CBO:
Emleprmﬁwmmmd

Plan provides 3 percenl BA

C Eﬂll!mﬂll
(B0 base

Plan entitiement reforms
Total pian entitlements..

Plan uultar I:l.ﬂs {3+C+D}
lfmdns
Total pan cutays kg s

est (B4+C+D+F)....
Less offsetting receipts....

Total 3 oty {mdutirl] s

H. Intdpbﬂlhfl‘llmlm
R spending

916

. =3B
189 197
BS

ALTERNATIVE REPUBLICAN BUDGET PLAN—
APRIL 9, 1984

The Alternative Republican Budget Plan
introduced by Senators Chafee, Mathias,
Stafford, and Weicker provides a total
three-year deficit reduction from the CBO
baseline of $206 billion, with spending cuts
and interest savings totaling $89 billion, and
revenue increases totaling $117 billion.

REVENUES

The Plan presumes adoption of the $48
billion revenue package reported by the Fi-
nance Committee but includes additional
revenues that would result from adoption of
measures such as the postponement of tax
bracket indexing, which alone produces ad-
ditional revenues of $51 billion for the three
years of the budget. There are other means
of obtaining revenue. One might be to adopt
a version of the tax on corporate economic
income as proposed by Senator Dole in the
deficit reduction package initially offered
last fall.

DEFENSE

The Plan provides for 3 percent real
growth in defense spending, slightly less
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than actual defense spending in fiscal year
1984. This means a three-year reduction to-
taling $24 billion from the CBO baseline
which projects 5 percent real growth, This
cut permits total defense spending to in-
crease to $260 billion in fiscal year 1985, $25
billion more than in fiscal year 1984! The
Plan cuts only $3 billion in outlays in fiscal
yvear 1084. It permits inflationary growth
(projected by CBO at $6 billion for fiscal
year 1985), and it permits the full increase
of $18 billion for fiscal year 1985 resulting
R‘om prior year increases in budget author-

y.

ENTITLEMENTS

The Plan projects a three-year reduction
in entitlement spending of $41 billion.
These cuts would result from reforms in
revenue sharing, unemployment compensa-
tion, farm, and Medicare-Medicaid pro-
grams. For example, the CBO's recommen-
dation that general revenue sharing be lim-
ited to those jurisdictions experiencing
fiscal distress would save $4 billion over
three years. Reforms in unemployment
compensation, which could include a re-
quirement for a two-week waiting period for
Ul benefits, would net nearly $3 billion.
Changes in Medicare and Medicaid would
include programs already reported by the
Finance Committee as part of the tax pack-
age. And there is a large potential for sav-
ings in the farm programs. Savings of $41
billion in entitlements nonetheless permits
total entitlement spending to rise to $470
billion in fiscal year 1987, compared to $400
billion in fiscal year 1984.

NON-DEFENSE APPROPRIATED PROGRAMS

The Plan accepts CBO’s estimate of base-
line spending for the non-defense appropri-
ated accounts. This does not imply that the
Plan would fund all programs at current
policy levels. This approach provides the
flexibility to increase spending above the
baseline for high priority programs like edu-
cation, while making offsetting reductions
in programs having lower priority. In 1980,
non-defense appropriated programs ac-
counted for 25 percent of all federal spend-
ing, but in 1984 these programs accounted
for 17 percent. These accounts have borne
the brunt of the spending reduction effort
since 1980. The effort to cut spending
should now be focused on other areas of the
budget, and that is what the Alternative Re-
publican Budget Plan attemps to accom-
plish.

NET INTEREST AND OFFSETTING RECEIPTS

The Plan would result in a net interest
alslavings over the three-year period of $24 bil-

on.

The Plan also accounts for offsetting re-
ceipts in entry G.

DEFICITS

The Alternative Republican Budget Plan
reduces deficits over the three coming fiscal
years by $206 billion, significantly more
than the Democratic Caucus plan or the
Leadership plan, or the House budget plan.

IRS UNEARNED INCOME DATA

Mr. HEINZ. Mr. President, I want to
thank the chairman of the Finance
Committee for his cooperation in in-
cluding a provision in the amendments
to modify section 991 of the Deficit
Reduction Act of 1984, This section of
the act as originally reported by the
committee, requires States to imple-
ment income and eligibility systems
for certain means-tested Federal bene-
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fit programs and requires the Internal
Revenue Service to make data on un-
earned income available to Federal
and State agencies administering
means-tested Federal benefit pro-
grams. The data is to be used by the
State and Federal agencies in verifying
eligibility and determining benefit
amounts in benefit programs which
have income and asset eligibility
standards. It is also to be used in iden-
tifying those recipients with income or
assets in excess of the maximum al-
lowable limits for Federal benefit pro-
Brams.

The corrections the chairman in-
cluded in his amendment will provide
procedural safeguards and protections
to individuals whose eligibility or ben-
efits may be affected by this new pro-
cedure. Testimony received last year
by the Senate Subcommittee on Over-
sight of Government Management,
Committee on Governmental Affairs
on a program in Massachusetts which
matched unearned income reported by
banks with a recipient’s social security
number revealed many problems. Most
of the matches were done on the basis
of social security numbers which often
proved to be an unreliable identifier.
The data was sometimes old and did
not precisely reflect the financial situ-
ation of recipients. Errors were made
by financial institutions in reporting
the unearned income. Individuals
listed on joint bank accounts some-
times had no access to the account and
were not even aware of its existence.
The unearned income sometimes came
from assets which are excluded from

the assets limits imposed by the pro-
gram. Additionally, in a hearing before
the Special Committee on Aging last

November, I received testimony on
cases in which benefits had been ter-
minated or reduced in error due to
mistakes in matching computer
records. In one case, an error in
matching death records to social secu-
rity records caused the Treasury to re-
cover benefits from the bank account
of a beneficiary who was still alive,
without his knowledge.

Terminations or reductions of pay-
ments to beneficiaries on the sole basis
of a computer “hit,” without inde-
pendent verification of the accuracy of
the data, and without giving the bene-
ficiary an opportunity to contest the
determination of ineligibility may
cause the wrong people to be unfairly
terminated or assessed overpayments.
The modification would provide some
basic protections for those whose sur-
vival depends on public assistance pro-
grams. First, it would require that
beneficiaries of Government programs
be informed that unearned income
data is available to the administering
agency and may be used to find out if
they have undisclosed assets that
would make them ineligible for public
assistance benefits. This notice is not
only fair, but it would also have an im-

CONGRESSIONAL RECORD—SENATE

portant deterrent effect. Second, it
would not permit data to be used as
the sole basis for terminating or redue-
ing benefits without verification of its
accuracy and notice to the beneficiary
of the excess assets determination.
This change will help to reduce incor-
rect termination determinations.

Finally, I want to thank Senator
CoHEN for his valuable work in the
area of computer matching and for his
assistance in adding these basic proce-
dural safeguards.

Mr. COHEN. Mr. President, I want
to thank the chairman of the Finance
Committee for his cooperation in ac-
cepting an amendment proposed by
Senator HEINzZ and myself to modify
section 911 of the committee amend-
ment to H.R, 2163.

Under the bill as originally reported
by the Finance Committee, the Inter-
nal Revenue Service, and the Social
Security Administration are required
to make data on unearned and earned
income of taxpayers available to Fed-
eral and State agencies that adminis-
ter means-tested Federal benefit pro-
grams. For example, the IRS would be
required to provide data concerning
bank interest income of taxpayers to
agencies administering the SSI or the
AFDC program. This data would then
be used by the recipient agencies in
computer matches to verify the eligi-
bility of individuals who are receiving,
or who have applied for, benefits
under these programs. The purpose of
this provision, which is based on a rec-
ommendation of the Grace Commis-
sion, is to reduce fraud and waste in
Government benefit programs. If
adopted, it will constitute one of the
biggest computer matching programs
that has been conducted in the United
States.

Matching of Federal Government
records is not new. In December 1982,
the Subcommittee on Oversight of
Government Management examined
the use of computer matching by Fed-
eral and State agencies and found that
matching has exploded throughout
the Government. As of last year, Fed-
eral Government agencies had com-
pleted almost 100 extensive matching
programs, and State agencies were
performing close to 200 matches.
These programs involved matching of
public assistance, unemployment com-
pensation, employee, and other Gov-
ernment records, as well as the records
of private companies, and involved the
records of hundreds of thousands of
citizens.

In almost every case, the justifica-
tion for the matching program, as for
the ones mandated in the committee
amendment, is the need to insure effi-
ciency in Government programs.

No one disagrees with the notion
that the Government should make the
best use of information available to it
to insure the integrity of its programs.
Indeed, too often, one arm of the Gov-
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ernment does not know what another
arm of the Government is doing. Also,
everyone agrees that the Government
should take full advantage of technol-
ogy to eliminate waste, fraud, and
abuse from its programs. In doing this,
however, we must also remain mindful
of the effects that these technological
advances and information sharing pro-
grams can have on the individual
rights of our citizens. The matching of
thousands of records and the wide-
spread transfer of personal data con-
tained in them can have serious impli-
cations for the privacy and due process
rights of individuals whose records are
matched.

At its hearing, the Subcommittee on
Oversight of Government Manage-
ment heard much testimony on the
adverse effects of matching programs.
In some cases, individuals are not
given adequate notice that their
records are being matched by Govern-
ment agencies, or given adequate op-
portunities to correct erroneous infor-
mation revealed by the matches. The
absence of such procedural safeguards
can result in persons being labeled
solely on the basis of a computer
error, or worse still, being denied valu-
able Government benefits because a
computer match has produced false, or
out-of-date information.

One program reviewed by the sub-
committee vividly illustrates the po-
tential dangers posed by the wide-
spread use of matching to find fraud
in Government programs. In 1982, the
Massachusetts Department of Public
Welfare conducted a bank matching
program whereby the names and
social security numbers of welfare re-
cipients were matched against the de-
posit records of Massachusetts banks.
When the computer matches revealed
that a welfare recipient had excess
assets in the bank, a termination
notice was sent to the recipient. While
the purpose of this program was to
ferret out fraud and abuse in the bene-
fit programs, the Massachusetts Wel-
fare Department soon found that the
matching program was netting inno-
cent persons as well. In one case, for
example, the State terminated the
medicaid benefits of an elderly woman
in a nursing home because she pos-
sessed assets over the allowable limit.
It was later found, however, that her
major holding was a funeral bond,
which was permitted under Massachu-
setts law. This woman, whose only
crime was holding a meager sum for
her funeral expenses, was forced to
convince the department in an appeals
proceeding that she was not a crook.
In another case, the bank match
caught a woman whose assets exceed-
ed the income level requirement for
welfare benefits. After she had been
sent a termination notice, however,
the Massachusetts officials found that
she was a paraplegic, whose bank
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assets were those of her son, who had
temporarily placed his student loan
funds in her account.

These cases illustrate that strong
procedural safeguards must be in place
to insure that overzealous bureaucrats
do not terminate or reduce the bene-
fits of individuals solely on the basis of
computer match results.

The amendment that Senator HEINZ
and I have proposed to the Finance
Committee would limit the dangers of
computer matching programs by in-
suring that program administrators do
not rely solely on the “raw hits” that
are generated by a match. First, the
amendment provides that each agency
receiving IRS or SSA data must notify
the recipients, upon application to the
program and periodically thereafter,
that these data will be used to verify
their eligibility of benefits. This will
better insure that individuals are not
being targeted in matches without
their knowledge. Second, the amend-
ment specifies that no agency receiv-
ing IRS or SSA information under this
provision may reduce or terminate
benefits without having first obtained
independent verification of the accura-
cy of the information received, noti-
fied the affected individual of the re-
duction or termination, and given the
individual an opportunity to refute
such information. Such independent
verification, from a source other than
the IRS, will insure that individuals
are not placed in the position of losing
valuable benefits due to out-of-date or
incorrect information. I am pleased
that the Finance Committee has
agreed to adopt these proposals as
part of its technical amendment to the
committee's tax amendment.

These procedural safeguards are cru-
cial to maintain the privacy and due
process rights of recipients of Govern-
ment programs and should be adopted.
Still, I have grave concerns over the
wide dissemination of IRS data that is
mandated by this provision of the Fi-
nance Committee bill. In passing the
Tax Reform Act of 1976, the Congress
placed strict limitations on the avail-
ability of IRS data in order to protect
individual privacy and to encourage
voluntary compliance with our tax
laws, Since 1976, however, the Con-
gress has chipped away the confiden-
tiality of IRS data, without adequately
addressing the privacy concerns.

Mr. President, once again I stress
that fraud or waste in Government
programs must not be condoned. The
Congress must not, however, sacrifice
individual rights and liberties in the
name of either efficiency or advanced
technology. What is seen today as an
ally against fraud and abuse may,
unless it is controlled, grow into an
enemy of the very liberties that we
profess to cherish most. I am pleased
that the Finance Committee has
agreed to adopt this amendment so
that we can give high priority to the
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rights of our citizens in conducting

matches and in eliminating fraud from

Government programs.

I ask unanimous consent that a
letter in support of this amendment
from the National Senior Citizens Law
Center be inserted in the REcorp at
this time.

NaTIONAL SENIOR CITIZENS
Law CENTER,
Washington, D.C., March 28, 1984.

Senator WiLLiaM S. COHEN,

Committee on Government Affairs, Subcom-
mittee on QOwversight of Government
Management, Dirksen Senate Office
Building, Washington, D.C.

DEeArR MR. CHAIRMAN: Pursuant to your re-
quest of March 27, 1984, please accept this
letter as the National Senior Citizens Law
Center’'s (NSCLC) views on the Senate Fi-
nance Committee’s provision that would au-
thorize and require the Internal Revenue
Service (IRS) to make available data on un-
earned-income to federal and state agencies
administering means-tested federal benefits
Pprograms.

‘While no specific legislative language has
been adopted by the Finance Committee, I
will assume that the Finance Committee
Press Release No. 84-4, dated March 12,
1984 encapsules the essence of the provi-
sion.

As you may know, I have considered many
of the issues presented by this provision in
the course of my representing clients in two
cases, Tierney v. Schweiker, Civil Action No.
82-1638 (D.D.C.) and Trahan v. Reagan,
Civil Action No. 82-3004 (D.D.C.). These two
cases challenged the validity of the “con-
sent” forms which the Social Security Ad-
ministration sent to 4 million SSI recipients
around May 1982 requiring that they agree
to release of unearned-income information
held by the IRS or risk loss of their SSI
benefits. In Trahan, the Circuit Court of
Appeals for the District of Columbia ruled
that the notices were coercive and did not
permit voluntary consent.

Also, the state of Massachusetts has im-
plemented a policy similar to the Finance
Committee provision, whereby bank records
are computer matched with the Social Secu-
rity numbers of public assistance recipients
for the purpose of identifying recipients
with excess assets. This program is virtually
a pilot project for the Finance Committee
provision and, as such, has helped to identi-
fy many of the flaws in this process.

While the provision may identify some
people with income or assets in excess of
the relevant limits, our information hoth
about the quality of the data and the
manner in which it is utilized suggests that
there is a very real possibility that the data
will be used to terminate the benefits of eli-
gible recipients., As the Massachusetts expe-
rience revealed, once the state agency re-
ceived the data from the banks it created a
presumption, based solely on that informa-
tion, that a recipient’s income or resources
exceeded the relevant limit. The recipient
was not contacted nor was any other effort
made to verify the accuracy of the informa-
tion.

An investigation into the validity of the
presumptions and the policy in general re-
vealed the following:

Some recipients presumed by the state to
have excess income or resources were
merely listed on a bank account as & matter
of convenience, and, in fact, had no interest
in or access to the account for their own
needs. (This is particularly common with el-
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derly and disabled individuals who will ask
another relative to place his/her name on
the account in order to assure that there
will be access to the funds if the elderly
person is too ill or otherwise incapable of
getting to the bank. NSCLC has received
numerous calls on joint bank account prob-
lems in SSI over the years. One common
problem is that of the younger disabled or
elderly SSI recipient whose name is on an
elderly parent's account for convenience.
SSA often tries to claim that the account
belongs to the younger person.)

In some cases, non-welfare recipient indi-
viduals interested in avoiding payment of
taxes on their interest income have given
the financial institution a false Social Secu-
rity number, in order to avoid detection by
the IRS. In some cases in Massachusetts,
the number actually belonged to a welfare
recipient who had no knowledge of the ille-
gal activity. However, because only the
Social Security number was utilized in ob-
taining information, they soon discovered
the problem when the state terminated
their benefits. No effort was made by the
state to verify that recipients really had the
accounts before action to terminate took
place.

Financial institutions made clerical errors
in reporting unearned income to the IRS,
often resulting in overstated earnings. Be-
cause the state did not verify the accuracy
of the information, recipients were illegally
terminated.

There is a fairly significant time delay
problem with the information. For example,
if SSA receives information from the IRS
today, it will probably be at least one to two
years old. In Massachusetts, termination ac-
tions were based solely on the outdated in-
formation without regard for the current fi-
nancial circumstances of the recipient.

We are very concerned that there be lan-
guage which states that, due to the types of
problems mentioned above, before a federal
or state agency can take action against an
individual who appears to have excess
income or resources based on IRS data, the
agency must verify both the accuracy and
current applicability of the data. The need
for such verification is underscored by a
recent decision by SSA to suspend, in Mas-
sachusetts, the procedure used in the SSI
program to identify recipients and appli-
cants with excess liquid resources because of
the computerized bank match. (See the at-
tached POMS transmittal.)

We are particularly concerned about the
mismanagement of SSA's “debt collection”
initiatives and incredible miseries which
those initiatives have visited upon elderly
and disabled SSI recipients. In the context
of the SSI program, we are very concerned
that the provision not supply SSA with any
new opportunities for abuse both in termi-
nating benefits and in creating alleged over-
payments and forcing their repayment. We
believe our recommendation that there be
an independent verification of the IRS in-
formation will substantially reduce the po-
tential for abusive use of the information.

I am also disturbed that the Committee's
provision only applies to recipients of Feder-
al means-tested programs. Surely, if the
government has an interest in assuring ac-
curacy in payments, that interest is no less
strong in other Federally-funded programs
where the monies involved often far exceed
a welfare benefit. For example, the provi-
sion does not address the government’s in-
terest in accuracy in programs such as stu-
dent loans, loans to farmers, VA and FHA
mortgages, or small business loans.
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If you have any questions on this matter,
please give me a call.
Sincerely yours,
Bruck M. FRIED,
Altorney at Law.

ROUTINE MORNING BUSINESS

Mr. BAKER. Mr. President, I ask
unanimous consent that there now be
a period for the transaction of routine
morning business not to extend

beyond the hour of 11:30 p.m. in
which Senators may speak.

PANAMA ELECTIONS

Mr. DECONCINI. Mr. President, the
recent resignation of President Ricar-
do de la Espriella of Panama has
raised some speculation that the gen-
eral elections may not take place on
May 6 as scheduled. Although the new
President has pledged to adhere to the
commitment to hold elections on that
date, concern has been voiced that a
political battle in the Panamanian
Cabinet may prompt the military to
interfere with the May 6 schedule.

Panama has made significant
progress over the past 4 years toward
the adoption of a democratic govern-
ment. It would be a serious setback if
the country were deprived of its first
general election since the military
seized power in 1968.

The evolution toward civilian rule in
Panama has been marked by a tenu-
ous and uneasy truce between the
country’s military and civilian political
leaders. It is clear from de la Espriel-
la's sudden resignation that this his-
torical conflict has not been resolved.
The political stability of Panama must
not be jeopardized by any efforts to
thwart the country's mandated pro-
gression toward free elections. Inter-
nal disruptions in Panama’s status quo
would have severe negative ramifica-
tions for the already fragile region of
Central America.

It is the sincere hope of this Sena-
tor, therefore, that the transition to
democratic rule will be permitted to
take place without impediment. The
role of the military in Panamanian
Government should be decided by its
citizens. A distortion of their voice
would seriously undermine the credi-
bility of those who profess to repre-
sent them.

FRANK CHURCH

Mr. DECONCINI. Mr. President,
much that has been written about
Frank Church has to do with his many
accomplishments as a young man. I
did not know him then; yet it is evi-
dent that the notoriety which came to
him in those years only enhanced his
gifts of generosity and concern.

He was in his ripening middle age
when I came to the Senate, and my

most enduring memories of him will
be of the care he showed me as a very
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junior Member of this body. He took
the time to care about me and other
younger Members. When I began to
venture into foreign policy issues,
Chairman Church had no hesitation
in offering to conduct hearings on my
areas of concern. Because he so freely
offered opportunities to work with
him, I began to seek out his opinions
on foreign policy. Many of the views I
strongly cling to today developed
during those periods when I as a very
junior Member of the Senate could
freely discuss my concerns with the
chairman of the Senate Foreign Rela-
tions Committee.

As Frank Church and I became
friends, I gained the added pleasure of
knowing his wonderful wife, Bethine.
She is a woman of warmth and dedica-
tion. Her relationship with Frank has
been an inspiration to many Members
of the Senate and their families. We
are all pained by the sadness of her
loss.

Mr. President, I was a better Senator
because of Frank Church, and we are
a more caring and conscientious body
because of the time he spent here. His
departure from us, from all who loved
him, brings so much sadness. It also
fills this Senator with the resolve to
help perpetuate the spirit of Frank
Church in this body.

THE NATIONAL ACADEMY OF
PUBLIC ADMINISTRATION

Mr. PERCY. Mr. President, I would
like to commend my colleagues for the
wisdom they showed in passing H.R.
3249 to charter the National Academy
of Public Administration. The charter
should insure that the National Acade-
my is called upon even more frequent-
ly for its expertise in advising govern-
ment on more effective management
of complex issues and institutions.

Since 1967 the National Academy
has been a trusted, experienced coun-
selor to government at all levels—Fed-
eral, State, and local. It has served
government on the administrative
side, much as the National Academy of
Sciences has been a resource on scien-
tific matters. In 1863, President Lin-
coln signed legislation chartering the
National Academy of Sciences, now a
significant landmark on America’s in-
tellectual landscape. It is only fitting
that its sister institution, the National
Academy of Public Administration, is
now receiving a charter.

Chaired by Phillip S. Hughes, Under
Secretary of the Smithsonian Institu-
tion, the National Academy is made up
of more than 300 distinguished practi-
tioners and scholars in the field of
public administration. They included
former Cabinet members and Gover-
nors, current White House officials,
Members of Congress, government
managers, and businessmen and
women who were formerly govern-
ment officials.
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Their broad collective experience
provides governmental institutions
with thoughtful, objective counsel.

The National Academy has per-
formed services or conducted studies
for the Congress, the Judiciary, and
nearly every department and major
agency of the Federal Government, as
well as State and local governments.

Over the years the National Aero-
nautics and Space Administration
alone has called upon it for 11 studies.
Last year 16 Federal agencies joined to
ask the National Academy for ways to
streamline management and regula-
tions, avoid overburdening of systems,
and motivate Federal managers. A
recent report made recommendations
on ways to improve the Presidential
appointment process.

These are only a few of the contribu-
tions the National Academy has made
toward helping our public institutions
work more efficiently. As a chartered
institution, it will be called upon even
more frequently for assistance.

CHILDREN AGAINST THE NUKES

Mr. HATCH. Mr. President, on nu-
merous occasions in the past I have
expressed my concern over the materi-
als that are being used in the class-
rooms of our Nation to indoctrinate
the impressionable minds of our chil-
dren. On July 20, 1983, I spoke to this
body on the curriculum developed by
the National Education Association,
“Choices,” which offered little or no
choice at all but to conclude that we
are about to be blown up. You may
recall that in my floor statement, I
called attention to the deluge of let-
ters written to President Reagan by
frightened schoolchildren worried
about their chances of growing up.

In recent days, Mr. President, Secre-
tary Bell has expressed his concern for
what he calls the “dumbing down" of
textbooks. He deplores the lack of aca-
demic sophistication in the materials
currently available from textbook pub-
lishers. While I share that concern, I
am much more alarmed about the con-
tent, or the substance, of what lies be-
tween the covers of increasing num-
bers of the books our children are
using. '

For that reason, I also share the
concern of Congresswoman ROUKEMA
of New Jersey, as expressed on the
House floor on March 8, 1984, when
her amendment was added to the voca-
tional education reauthorization bill
prohibiting the National Education
Association from profiting from the
“teacher certified” computer software
to be merchandised by its affiliate—
whatever that is—Cordatum. While I

certainly join in the Congresswoman’s
conflict-of-interest remarks on the

matter, I am much more alarmed at
the prospect of NEA selected teachers
putting the stamp of approval on the
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content of curriculum materials to be
distributed nationally, whether or not
they are paid for with Federal funds.

Mr. President, in the Thursday,
April 5, 1984, issue of the Washington
Times, Morton Kondracke, executive
editor of the New Republic, expressed
my apprehension well in his provoca-
tive article, “The Children Against
Nukes."” He carefully looks at what
some of the most legendary of writers
of such children’s books as “The
Grinch Who Stole Christmas” are now
telling children. In story form, impres-
sionable children are told that Ameri-
cans are no different from Russians
and that to defend one’s values is
“stupid, bigoted and dangerous to
living things."”

Mr. President, because Mr. Kon-
dracke has a message I feel deserves
the widest possible attention, I ask
unanimous consent that his editorial
as it appeared in the Washington
Times on April 5, 1984, be printed in
the CONGRESSIONAL RECORD.

There being no objection, the edito-
rial was ordered to be printed in the
REcoRD, as follows:

THE CHILDREN AGAINST NUKES
(By Morton Kondracke)!

It's perfectly appropriate—absolutely es-
sential, in fact—for Americans to debate
U.S. nuclear weapons policy. But is it neces-
sary to terrorize and propagandize our chil-
dren in the process?

The evidence is mounting that American
children increasingly suffer from night-
mares, depression, and a fundamental con-
viction that they will not live long enough
to grow up.

Some of the latest research is reviewed in
the April issue of Psychology Today. One
study, of graduating seniors from 130 high
schools across the nation, by Jerald Bach-
man of the University of Michigan, showed
that in 1975, about 7.2 percent of boys ques-
tioned said that they often worry about nu-
clear war, whereas in 1982, the figure was
31.2 percent.

Also in 1982, more than one-third of all
high school seniors agreed with the state-
ment “Nuclear or biological annihilation
will probably be the fate of all mankind
within my lifetime.”

Psychology Today did not report on the
attitudes of girls, but a Washington Post
survey this February found that two-thirds
of the female students interviewed feared
that nuclear war would occur by the year
2000, compared to just under half of male
students.

Fear of the U.S.-Soviet nuclear buildup
was listed as the top concern of 64 percent
of the young people (ages 13 to 17) inter-
viewed by the Post. It ranked tops for just
43 percent of adults. Twenty-four percent of
the young people said they had dreams
about nuclear war, compared to 12 percent
for adults.

This kind of evidence is often cited—espe-
cially by nuclear freeze groups—as an argu-
ment against President Reagan’s nuclear
policies.

“See,” the freeze movement says, “the
U.S. nuclear buildup is terrifying our chil-
dren, and it must stop.”

‘Morton Kondracke Is executive editor of The
New Republic.
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But I think the real culprit in traumatiz-
ing children is the nuclear freeze movement
itself, which has not been satisfied merely
to conduct an adult debate on nuclear policy
with the Reagan administration, but has
used fear of a nuclear holocaust as a basic
organizing tool.

Children, being impressionable, have been
affected by the movement’'s graphic propa-
ganda more than adults, as the survey re-
search shows.

The fact that nuclear fears among chil-
dren are more prevalent now than they
were nine years ago—four times as great, ac-
cording to the Michigan study—is futher
evidence of the freeze movement's responsi-
bility.

It's perfectly true that administration of-
ficials spoke irresponsibly about the winna-
bility of nuclear wars during their early
months in office, but Reagan policies in fact
have been little different from those of the
Carter administration. Children had far
fewer nuclear nightmares in 1980 than they
do now.

The big changes occuring in the past
three years are the rise of the freeze move-
ment and the new attention that TV drama-
tists and movie producers have given to the
topic.

Even more troubling than the terror in-
duced in children are the ideological mes-
sages being given them by freeze advo-
cates—most notably now by the legendary
Dr. Seuss.

America's foremost writer of books for
children—the man who gave us “Yertle the
Turtle” and “The Grinch Who Stole Christ-
mas”—has just published a new book, “The
Butter Battle Book,” whose not-very sublim-
inal message to youngsters is that there is
no essential difference between the United
States and the Soviet Union, certainly none
worth fighting for.

His characters aren't openly Americans
and Russians of course, but Yooks and
Zooks. They build a wall between them and
then launch an arms race—all because
Yooks spread butter on the top of their
bread and Zooks spread it on the bottom.

As it’s put by a Yook elder who works for
the Zook-Watching Border Patrol, “You
can’t trust a Zook who spreads bread under-
neath. Every Zook must be watched! He has
kinks in his soul!”

In their enmity, the two sides first resort
to slingshots to scare and deter each other,
then cannons (like “the eight-nozzled, ele-
phant-toted Boom-blitz" that “shoots high-
explosive sour cherry stone pits”), then air-
borne chemical warfare devices and, finally,
the “Big Boy Boomeroo,” which can blow
them both to smithereens,

Dr. Seuss neglects to inform children that
there are real differences between the
Yooks and the Zooks of this world. One side
built the wall between them in order to
keep its own people from moving to the
other side. One side has repeatedly rolled its
tanks into other countries to keep them en-
slaved. One side lets people speak, vote and
worship freely; the other employs secret
police and psychiatric prisons to keep
people in line. One side is content to main-
tain the status quo in the world; the other
side exports revolution and violence as a
matter of principle,

The burden of Dr. Seuss's book is worse
than the “Better Red than Dead" message
adopted by nuclear disarmament groups
over the years. Dr. Seuss's message to Amer-
ican children is, “Red? It's not so different.”
More subtly, the message is that to defend
one’s values is stupid, bigoted and dangerous
to living things.
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Sure enough, such messages are getting
through to America’s youngters. As “Psy-
chology Today” notes, three years ago a
group of teenagers founded the Children's
Campaign for Nuclear Disarmament, which
has generated thousands and thousands of
letters to President Reagan asking him to
stop building nuclear weapons.

The article notes that researchers have
found that Soviet children also fear nuclear
war, though less intensely than American
children, and that they, too, take action to
prevent it—such as writing letters to people
in NATO countries.

Which means, of course, that the children
of the world are being mobilized against
American nuclear preparedness. In the
name of humanity, who is writing letters to
Chairman Chernenko?

DEATH OF FORMER SENATOR
FRANK CHURCH

Mr. HOLLINGS. Mr. President, in
paying tribute to our friend PFrank
Church, we honor both a man and an
ideal. For his memory rings loud and
clear in this Chamber today—as clear
and distinct as the stirring and memo-
rable oratory for which he was
famous. The ideal was his unrelenting
integrity. Integrity of thought, integri-
ty of action. Here was a man whose
steady goal was to serve the Nation
and serve it well.

Across the gamut of public policy, he
contributed greatly to the progress of
his Nation. We remember the Cooper-
Church amendments which put an end
to expansion of the war in Indochina,
after it became clear that stubborn in-
sistence on mistaken policy was only
dragging America in deeper without
the necessary commitment to win.

We recall his path-breaking record
on conservation. Long before it was
fashionable to be an environmentalist
the Senator from Idaho was seeing
through to passage such landmarks as
the National Wilderness System legis-
lation, the Land and Water Conserva-
tion Fund, and the Wild and Scenic
Rivers Act.

Time and again, the Senate turned
to Frank Church on the tough ones.
The thorough investigation he con-
ducted into the operation of our intel-
ligence activities, which put the brakes
on excess zeal and which led directly
to the creation of the permanent
Senate Intelligence Committee. Or the
tightly run inquiry into the operation
of the multinational corporations, ex-
posing the abuses of some and the
impact of all in a business environ-
ment made forever different and more
complex by the growing ties of inter-
national finance and business combi-
nations.

I could go on. There was his leader-
ship role in dozens of foreign policy
issues, including his floor leadership of
the Panama Canal treaties which for
one time put us on the side of the
angels in Latin America. His leader-
ship of the Senate Committee on
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Aging and his many contributions to
the well-being of America’s elderly.

So the specific accomplishments are
there—and there in abundance. If you
seek a monument, look around. But
then, more important than even the
individual feats, was the character of
the man. The integrity. The clarity of
vision. The courage with which he fol-
lowed up. Political courage on those
many issues where he sought to edu-
cate rather then emulate. But person-
al courage, too. Personal courage, tes-
tified to by the Bronze Star, for serv-
ice as a military intelligence officer
with the American Chinese Combat
Command in the China-Burma-India
theater. Personal courage in beating
back cancer as a young man. Personal
courage in sticking to his principles
when expedience might have motivat-
ed lesser men. And personal courage
for the way he died—with his faith un-
shaken and with such dignity and
bravery as to inspire us all.

We think back today, back to those
many debates in which he took part,
with his ringing voice and clear intel-
lect discussing the issues as Senators
are supposed to discuss issues. Some-
how we do not have a lot of those de-
bates any more, and the country is
poorer for it. Incidentally, my home-
town, Charleston, hosted the Ameri-
can Legion’s National Americanism or-
atorical contest where young Frank
took first prize. We think back, those
of us who were privileged to serve with
him, to his character—as good and
decent a man as ever walked the Halls
of Congress. Long before the tawdy
revelations of Watergate, he practiced
full disclosure and public service in
the sunshine. To him public office was
a public trust, and his own code of
ethics was long in place before Con-
gress got around to legislating one.
When we counseled with Frank
Church, we knew we were getting it
straight from the shoulder, without
guile, without political manipulation.
He was as incapable of deception as he
was of pomp and pretension.

I am honored to have served with
him as a colleague and to have known
him as a warm and caring friend.
Peatsy and I will always cherish the
memories we have of Frank, and today
our hearts go out to his gallant wife,
Bethine, to his sons, to all his rela-
tives. We grieve too for the country,
which has lost a voice of reason, judg-
ment, and statesmanship. Yet even as
we grieve, we feel tremendous pride.
Pride for who Frank Church was,
pride in what he accomplished, pride
in how he went about everything he
did. Therein is a lasting legacy to
America, a life well and productively
lived in service to his fellow man, a life
from which those who come after him
can draw sustenance and inspiration,
renewing America and renewing the
good which Frank Church stood for
and served all his life.
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DR. BENJAMIN BYRD: A
FEARLESS WARRIOR

Mr. SASSER. Mr. President, I rise
today to pay tribute to Dr. Benjamin
Franklin Byrd, Jr., Dr. Byrd, a native
Nashvillian, may be described as a
hero in his own lifetime. After earning
both a Purple Heart and a Silver Star
for the bravery demonstrated during
World War II, Dr. Byrd began a tire-
less battle against a dreaded Kkiller in
our society, cancer. Dr. Byrd's efforts
continue to this day, and he has
served a president of the local, State
and National Levels of the American
Cancer Society.

I have had the pleasure, indeed the
honor, of knowing Dr. Byrd for many
years. He has assisted me on a number
of occasions. Most recently, Dr. Byrd
made a special trip to Washington to
show his strong support for legislation
that I introduced in order to correct
severe inequities currently found in
our social security disability laws.

The Nashville Banner recently in-
cluded an article highlighting the nu-
merous accomplishments enjoyed by
Dr. Byrd. The article correctly recog-
nized Dr. Benjamin Byrd as a uniquely
unselfish man who has dedicated both
his career and personal life to serving
his community and his country. As a
tribute to Dr. Byrd, I ask unanimous
consent that the text of the Nashville
Banner article be included in the
RECORD.

There being no objection, the article
was ordered to be printed in the

RECORD, as follows:
[From the Nashville (Tenn.) Banner]

Dr. BENJAMIN FRANKLIN BYRp JrR.—THIS
HAWEEYE Faces “War" HE CaN NEVER
StoP FIGHTING

(By Bill Snyder)

Dr. Benjamin Franklin Byrd Jr. of Nash-
ville is 2 modern-day ‘"Hawkeye'' Pierce.

Like the leading character of the long-
running M®*A*S*H television series, Byrd
was an Army doctor during wartime, only
his battles were fought on the beaches of
Normandy instead of in Korea.

Both surgeons are known for their com-
passion and humor, and they share the
same first and middle names.

Unlike Hawkeye, however, Byrd is a big,
quiet man who doesn't talk much about his
achievements. And when World War II
ended, Byrd waded into conflict against
breast cancer—an insidious foe that kills
nearly 40,000 American women every year.

He is still fighting that battle today.

At 65, Byrd's war on cancer has taken him
from local committees of physicians who do
their best to treat the disease to national or-
ganizations that raise millions of dollars to
find a cure.

He served as local, state and national
president of the American Cancer Society,
chairman of the American College of Sur-
geons’ Commission on Cancer and chairman
of the Tennessee Medical Association's
Committee on Cancer.

Byrd is best known, however, for helping
to implement a nationwide breast cancer de-
tection program that proved the value of
early screening and self-examination.
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Byrd will be recognized Friday for his
many contributions to the fight against
cancer by the Nashville-Davidson County
unit of the American Cancer Society during
its annual “April Evening"” fund-raiser at
the Belle Meade Country Club.

““He's sort of an institution,” said Dr. Seth
Cooper, chairman of the local cancer soci-
ety's board. “He's been a prominent surgeon
in the community for years, and patients all
seem to adore him.

“He's provided the care people need in
every sense of the word—medical expertise
as well as being there when they needed
him," Cooper said.

Dr. Arthur Holleb, a close friend and
senior vice president for medical affairs of
the American Cancer Society in New York,
said Byrd is “an exemplar of medical volun-
teerism.”

“He is never too busy to do a job for the
American Cancer Society, whether it is tes-
tifying before Congress or reviewing a grant
application,” Holleb said.

At the same time, “he is a man of great
kindness and compassion toward his pa-
tients,” his friend said. Around the cancer
society, "he is lovingly known as ‘Big Ben.""”

Byrd's contributions are not confined to
the cancer field. The Nashville native cur-
rently is president-elect of the Nashville
Area Chamber of Commerce and serves on
the boards of the Cumberland Museum,
Ladies Hermitage Association and the
Junior League.

His activities don't leave much time for
hobbies.

“I used to golf, but I never could keep my
appointments,” the open-faced, white-
haired physician said with a soft chuckle.
“My partners weren't too happy about that
s0 I stopped playing.

“I work for recreation.”

Byrd said he always wanted to be a doctor.
“1 never even thought about anything else.”
he said.

His father, a 1916 graduate of Vanderbilt
University Medical School, was director of
the medical department of the National Life
and Accident Insurance Co. for 16 years and
helped guide the firm into the health and
accident business, Byrd said.

His mother, Ida Brister Byrd, was a
former school teacher from Brookhaven,
Miss., where she met and married her hus-
band.

Byrd Jr. was educated at the Peabody
Demonstration School (now the University
School of Nashville), Duncan College Pre-
paratory School, where Vanderbilt's Memo-
rial Gym now stands, and Vanderbilt under-
graduate and medical schools.

He played basketball on “the famous 1937
basketball team™ at Vanderbilt but said he
was not coordinated enough to attain star
status. “I was one of those that made the
first team possible,” he said with a laugh.

Byrd joined the U.S. Army soon after
graduation from medical school, and by
1943 the young first lieutenant found him-
self in England planning medical back-up
for the invasion of German-held Normandy.

D-Day found him on Omaha Beach, di-
recting the evacuation of wounded troops.
He was awarded the Bronze Star with Oak
Leaf Cluster for “meritorious performance
of duty” that day.

Months later, while following the army
into Germany after the Battle of the Bulge,
Byrd was wounded in the left leg by a shell
fragment. After stopping briefly to get
patched up, he continued directing the evac-
uation of more seriously wounded soldiers.
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His bravery earned him a Purple Heart
and Silver Star.

Byrd doesn’t talk much about his war ex-
periences. He prefers to move on to the late
1940s, when he discovered a love for surgery
and for the woman who would become his
wife, the former Allison Caldwell.

“I'm probably going to catch it for saying
this, but I remember when I came back
from Europe, she was the most beautiful
thing I had ever seen,” Byrd said. The
couple married in 1950 in her parents'
home, now known as the Belle Meade Man-
sion.

The couple had six children. Ben Byrd III
followed the family tradition and graduated
from Vanderbilt Medical School in 1977.

Byrd said he became interested in breast
cancer as resident physician under the late
Dr. Barney Brooks, then chairman of sur-
gery at Vanderbilt.

At that time, “early diagnosis was just
happenstance,” he said, and in many cases
breast cancer was discovered too late to save
the patient’s life.

Byrd was chairman of the American
Cancer Society's breast cancer task force in
the early 1970s when it was decided to test
the value of an early screening program.
The hope was that fewer women would die
if the disease was detected and treated
early.

With the financial backing of the Nation-
al Cancer Institute, the American Cancer
Society organized 27 breast cancer detection
centers throughout the country, including
one at Vanderbilt.

Over the next few years, 280,000 women
over age 35 were screened, and 4,500 cases of
breast cancer were detected.

“I can’t over-emphasize the value of self-
examination,” Byrd said. One in 11 women
can expect to develop breast cancer in her
lifetime, but if caught early, the chances for
successful treatment are better than ever
before, he said.

Byrd said he hoped the breast cancer de-
tection project would have indicated risk
factors for the development of the disease,
but it did not.

Although there are suggestive clues in-
cluding the role of diet and viruses, only two
known risk factors have been identified—
history of breast cancer on the maternal
side of the family and a previous breast
cancer.

That's why supporting basic research is
important, Byrd said.

Byrd said he has enjoyed his long associa-
tion with the cancer society because it pro-
vided “an opportunity to influence the di-
rection of diagnosis and treatment of cancer
in this country.”

He gets the most pleasure however, out of
performing surgery.

“The rewards of being able to practice sur-
gery make every day a joy,"” he said. “Some-
times it's not an unmixed joy, but at least it
is a joy.”

One can imagine Hawkeye Pierce saying
something along those lines.

MESSAGES FROM THE
PRESIDENT

Messages from the President of the
United States were communicated to
the Senate by Mr. Saunders, one of his
secretaries.
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EXECUTIVE MESSAGES
REFERRED

As in executive session, the Acting
President pro tempore laid before the
Senate messages form the President of
the United States submitting a nomi-
nation which was referred to the Com-
mittee on Labor and Human Re-
sources.

(The nomination received today is
printed at the end of the Senate pro-
ceedings.)

FISCAL YEAR 1985 BUDGET OF
THE DISTRICT OF COLUMBIA—
MESSAGE FROM THE PRESI-
DENT—PM 128

The PRESIDING OFFICER laid
before the Senate the following mes-
sage from the President of the United
States, together with accompanying
papers; which was referred to the
Committee on Appropriations:

To the Congress of the United States:

In accordance with the District of
Columbia Self-Government and Gov-
ernmental Reorganization Act, I am
transmitting the fiscal year 1985
Budget of the District of Columbia.

The proposals for Federal Payments
to the District of Columbia reflected
in this document are consistent with
those shown in the 1985 Budget sub-
mitted to the Congress on February 1,
1984.

RoONALD REAGAN.
THE WHITE HOUSE, April 10, 1984.

MESSAGES FROM THE HOUSE

At 3:11 p.m., a message from the
House of Representatives, delivered by
Ms. Goetz, one of its reading clerks,
announced that the House has passed
the following joint resolution, with
amendments, in which it requests the
concurrence of the Senate:

S.J. Res. 173. Joint resolution commend-
ing the Historic American Buildings Survey,
a program of the National Park Service, De-
partment of the Interior.

The message also announced that
the House has agreed to the following
concurrent resolution, without amend-
ment:

S. Con. Res. 102. A concurrent resolution
to correct the enrollment of H.R. 4169.

The message also announced that
the House has passed the following
bills, in which it requests the concur-
rence of the Senate:

H.R. 4214, An act to establish a State
Mining and Mineral Resources Research In-
stitute program, and for other purposes;

H.R. 5155. An act to establish a system to
promote the use of land remote-sensing sat-
ellite data, and for other purposes; and

H.R. 5288. An act to provide for a White
House Conference on Small Business.

ENROLLED BILL SIGNED

At 4:43 p.m., a message from the
House of Representatives, delivered by
Mr. Berry, one of its reading clerks,
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announced that the Speaker has
signed the following enrolled bill:

H.R. 4169. An act to provide for reconcilia-
tion pursuant to section 3 of the first con-
current resolution on the budget for the
fiscal year 1984.

The enrolled bill was subsequently
signed by the President pro tempore
(Mr. THURMOND).

MEASURES REFERRED

The following bills were read the
first and second times by unanimous
consent, and referred as indicated:

H.R. 4214. An act to establish a State
Mining and Mineral Resources Research In-
stitute program, and for other purposes; to
the Committee on Energy and Natural Re-
sources.

H.R. 5155. An act to establish a system to
promote the use of land remote-sensing sat-
ellite data, and for other purposes; to the
Committee on Commerce, Science, and
Transportation.

MEASURE PLACED ON THE
CALENDAR

The following bill was read the first
and second times by unanimous con-
sent, and placed on the calendar:

H.R. 5298. An act to provide for a White
House Conference on Small Business.

EXECUTIVE AND OTHER
COMMUNICATIONS

The following communications were
laid before the Senate, together with
accompanying papers, reports, and
documents, which were referred as in-
dicated:

EC-3023. A communication from the Sec-
retary of Agriculture, transmitting a draft
of proposed legislation to amend the Water-
shed Protection and Flood Prevention Act
to provide the Federal Government with
the flexibility to reduce the amount of cost
sharing for construction of flood prevention
projects; to the Committee on Agriculture,
Nutrition, and Forestry.

EC-3024. A communication from the
Acting Assistant Secretary of Defense
(Comptroller), transmitting, pursuant to
law, a listing of contract award dates for the
period May 1, 1984 to June 30, 1984; to the
Committee on Armed Services.

EC-3025. A communication from the
President of the United States, transmit-
ting, pursuant to law his determination that
the authority available to the Export-
Import Board for fiscal year 1984 is suffi-
cient to meet the needs of the Bank; to the
Committee on Banking, Housing, and Urban
Affairs.

EC-3026. A communication from the
Board of Trustees of the Federal Supple-
mentary Medical Insurance Trust Fund,
transmitting, pursuant to law, the 1984
annual report of the Board; to the Commit-
tee on Finance.

EC-3027. A communication from the
Board of Trustees of the Federal Hospital
Insurance Trust Fund, transmitting, pursu-
ant to law, the 1984 annual report of the
Board, to the Committee on Finance.

EC-3028. A communication from the As-
sistant Secretary of State (Legislative and
Intergovernmental Affairs), transmitting,
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pursuant to law, the determination of the
Secretary of State that the furnishing of
direct assistance to Mozambigue would fur-
ther the foreign policy interests of the
United States; to the Committee on Foreign
Relations.

EC-3029. A communication form the
Acting Assistant Legal Advisor for Treaty
Affairs, Department of State, transmitting,
pursuant to law, a report on international
agreements, other than treaties, entered
into by the United States in the 60-day
period prior to April 4, 1984; to the Commit-
tee on Foreign Relations.

EC-3030. A communication from the
Acting Assistant Secretary of the Treasury
(Administration), transmitting, pursuant to
law, a report on a new Privacy Act system of
records; to the Committee on Governmental
Affairs,

EC-3031. A communication from the
Chairman of the Council of the District of
Columbia, transmitting, pursuant to law,
copies of D.C. Act 5-123, adopted by the
Council on March 27, 1984; to the Commit-
tee on Governmental Affairs.

EC-3032. A Communication from the
Staff Director of the U.S. Commission on
Civil Rights, transmitting, pursuant to law,
the annual report of Comrnission for calen-
dar year 1983; to the Committee on Govern-
mental Affairs.

EC-3033. A Communication from the
Records Officer of the U.S. Postal Service,
transmitting, pursuant to law, a proposed
modification to a Privacy Act system of
records; to the Committee on Governmental
Affairs.

EC-3034. A Communication from the
Chairman of the Federal Home Loan Bank
Board, transmitting, pursuant to law, the
annual report of the Board under the Gov-
ernment in the Sunshine Act for calendar
year 1983; to the Committee on Governmen-
tal Affairs.

EC-3035. A Communication from the Ex-
ecutive Director of the Neighborhood Rein-
vestment Corporation, transmitting, pursu-
ant to law, the annual report of the Corpo-
ration under the Freedom of Information
Act for calendar year 1983; to the Commit-
tee on the Judiciary.

EC-3036. A Communication from the
Chairman of the Office of Environmental
Quality, Executive Office of the President,
transmitting, pursuant to law, the annual
report of the Office of Environmental Qual-
ity under the Freedom of Information Act
for calendar year 1983; to the Committee on
the Judiciary.

EC-3037. A communication from the Su-
pervisory Copyright Information Specialist,
Copyright Office, Library of Congress,
transmitting, pursuant to law, the annual
report of the Copyright Office under the
Freedom of Information Act for calendar
year 1983; to the Committee on the Judici-

ary.

EC-3038, A communication from the Na-
tional Commander of the Civil Air Patrol,
transmitting, pursuant to law, the annual
report of the Civil Air Patrol for 1984; to
the Committee on the Judiciary.

EC-3039. A communication from the Sec-
retary of Labor, transmitting a draft of pro-
posed legislation to authorize adequate ap-
propriations for the President’s Committee
on Unemployment of the Handicapped, and
for other purposes; to the Committee on
Labor and Human Resources.

EC-3040. A communication from the Sec-
retary of the Interior, transmitting, pursu-
ant to law, the annual report on grants to
State Mining and Mineral Resources and
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Research Institutes for fiscal year 1983; to
the Committee on Labor and Human Re-
sources.

EC-3041. A communication from the
Chairman of the Task Force on Environ-
mental Cancer and Heart and Lung Disease,
transmitting, pursuant to law, the annual
report of the task force describing its activi-
ties for the period September 1982 through
August 1983; te the Committee on Labor
and Human Resources.

REPORTS OF COMMITTEES

The following reports of committees
were submitted:

By Mr. PERCY, from the Committee on
Foreign Relations, without amendment:

S. Res. 366. An original resolution express-
ing appreciation to Prime Minister Prem of
Thailand for Thailand’'s assistance to Indo-
chinese refugees.

EXECUTIVE REPORTS OF
COMMITTEES

The following reports of committees
were submitted:

By Mr. PERCY, from the Committee on
Foreign Relations:

Barrington King, of Georgia, a Career
Member of the Senior Foreign Service,
Class of Minister-Counselor, to be Ambassa-
dor Extraordinary and Plenipotentiary of
the United States to Brunei:

Contributions are to be reported for the
period beginning on the first day of the
fourth calendar year preceding the calendar
year of the nomination and ending on the
date of the momination.

Nominee: Barrington King;

Post: Brunei.

Contributions, amount, date, donee:

1. Self: Barrington King, none.

2. Spouse: Sarah T. King, none.

3. Children and spouses names. Sarah Se-
villa King, none, Barrington King IV, none.

4. Parents names: Barrington King, Sr.,
unknown, Madeline P. King, unknown.

5. Grandparents names: none.

6. Brothers and spouses names: none.

7. Sisters and spouses names: Madeline K.
Porter, unknown.

Stephen Warren Bosworth, of Michigan,
to be Ambassador Extraordinary and Pleni-
potentiary of the United States to the Re-
public of the Philippines:

Contributions are to be reported for the
period beginning on the first day of the
fourth calendar year preceding the calendar
year of the nomination and ending on the
date of the nomination.

Nominee: Stephen W, Bosworth.

Post: Philippines.

Contributions, amount, date, donee.

1. Self: None.

2. Spouse: None.

3. Children and spouses names: Andrew,
none, Allison, none.

4. Parents names: Warren and Mina Bos-
worth, none.

5. Grandparents names: Deceased.

6. Brothers and spouses names: Barry &
Nancy Bosworth, none; Brian & Sally Bos-
worth, $20.00, 1978. Otis Bowen, John An-
derson, $20.00, 1979.

7. Sisters and spouses names (no sisters).

Gerald P. Carmen, of New Hampshire, to
be the Representative of the United States
to the European Office of the United Na-
tions, with the rank of Ambassador:

April 10, 1984

Contributions are to be reported for the
period beginning on the first day of the
fourth calendar year preceding the calendar
year of the nomination and ending on the
date of the nomination.

Nominee: Gerald P. Carmen.

Post: The Representative of the United
States of America to the European Office of
the United Nations and Other International
:‘)rganlzatlons. with the Rank of Ambassa-

or.

Contributions, amount, date, donee:

1. Self: $100 February 27, 1980, NECPAC;
$150 March 28, 1981, Rudman for Senate;
$140 March 10, 1982, Emery for Senate; $50
May 25, 1982, Granite Staters to Re-Elect
Judd Gregg; $100 May 23, 1983, Humphrey
for Senate Committee; $250 November 1T,
1983, Reagan-Bush ‘84 (this contribution
was returned to me at my request); and $300
February 6, 1984, Campaign for Republican
Women.

2. Spouse: None.

3. Daughter: Melinda Carmen, none; Son,
David Carmen, $100 1984, Reagan-Bush
1984; Daughter-in-law, Alita Carmen, none.

4. Parents: Edward Carmen, Hilda
Carmen, $150 1984, Humphrey for Senate
Committee.

5. Grandparents names: Deceased.

6. Brother & Spouse: Mr. & Mrs. Robert
Carmen, none.

7. Bisters and spouses names: Deceased.

The following-named Career Members of
the Senior Foreign Service, Class of Career
Minister, for the personal rank of Career
Ambassador in recognition of especially dis-
tinguished service over a sustained period:

Lawrence S. Eagleburger, of Florida.

Arthur Adair Hartman, of New Jersey.

Edward Noonan Ney, of New York, to be a
Member of the Board for International
Broadcasting for a term expiring April 28,
1985.

(The above nominations were reported
from the Committee on Foreign Relations
with the recommendation that they be con-
firmed, subject to the nominees’ commit-
ment to respond to requests to appear and
testify before any duly constituted commit-
tee of the Senate.)

INTRODUCTION OF BILLS AND
JOINT RESOLUTIONS

The following bills and joint resolu-
tions were introduced, read the first
and second time by unanimous con-
sent, and referred as indicated:

By Mr. ANDREWS (by request):

S. 2546. A bill to extend through Septem-
ber 30, 1988, the period during which
amendments to the United States Grain
Standards Act contained in section 155 of
the Omnibus Reconciliation Act of 1981
remain effective, and for other purposes; to
the Committee on Agriculture, Nutrition,
and Forestry.

By Mr. StarrorD (by request);

S. 2547. A bill authorizing appropriations
to the Secretary of the Interior for services
necessary to the nonperforming arts func-
tions of the John F. Kennedy Center for
the Performing Arts, and for other pur-
poses; to the Committee on Environment
and Public Works.

By Mr. LEVIN:

S. 2548. A bill to authorize the Secretary
of Housing and Urban Development,
through the Federal Housing Administra-
tion to assist homeowners in taking correc-
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tive measures with respect to urea formalde-
hyde foam insulation in their homes; to the
Committee on Banking, Housing, and Urban
Affairs.

By Mr. LavTenserc (for himself, Mr.
WiLsoN, Mr. INOUYE, Mr. LEAHY, Mr.
Dixon, Mr. R1EGLE, Mr. GORTON, and
Mr. HEFLIN);

5. 2549. A bill to provide additional protec-
tion of the intellectual property rights of
United States nationals in foreign countries;
to the Committee on Finance.

By Mr. MATSUNAGA:

8. 2550. A bill for the relief of Herbert T.
Matsuo, Patrick Wayne Matsuo, Susan Vil-
larta, and the estate of Arline L. Matsuo; to
the Committee on the Judiciary.

By Mr. Heinz (for himself and Mr.
SPECTER):

8. 2551. A bill to designate certain areas in
the Allegheny National Forest as wilderness
and recreation areas; to the Committee on
Agriculture, Nutrition, and Forestry.

By Mr. Kenneoy (for himself, Mr.
MoyYNIHAN, and Mr. SARBANES):

S.J. Res. 271. Joint resolution calling on
the President to withdraw the modification
of the jurisdiction of the International
Court of Justice; to the Committee on For-
eign Relations.

By Mr. MURKOWSKI:

S5.J. Res 272. Joint resolution recognizing
the anniversaries of the Warsaw Uprising
and the Polish resistance to the invasion of
Poland during World War II; to the Com-
mittee on the Judiciary.

SUBMISSION OF CONCURRENT
AND SENATE RESOLUTIONS

The following concurrent resolutions
and Senate resolutions were read, and
referred (or acted upon), as indicated:

By Mr. PeErcy (from the Committee on
Foreign Relations):

S. Res. 366. An original resolution express-
ing appreciation to Prime Minister Prem of
Thailand for Thailand's assistance to Indo-
chinese refugees; placed on the calendar.

STATEMENTS ON INTRODUCED
BILLS AND JOINT RESOLUTIONS

By Mr. ANDREWS (by request):

S. 2546. A bill to extend through
September 30, 1988, the period during
which amendments to the U.S. Grain
Standards Act contained in section 155
of the Omnibus Reconciliation Act of
1981 remain effective, and for other
purposes;, to the Committee on Agri-
culture, Nutrition, and Forestry.

NATIONAL INSPECTION SYSTEM FOR GRAINS
@ Mr. ANDREWS. Mr. President, at
the request of the Deputy Secretary of
Agriculture, Richard E. Lyng, I offer
this bill to extend through September
30, 1988, the amendments to the U.S.
Grain Standards Act contained in sec-
tion 155 of the Omnibus Budget Rec-
onciliation Act of 1981, which would
normally expire on September 30,
1984.

Implementation of the amendments
has led to orderly and timely market-
ing of grain by establishing offical
U.S. standards for grain, promoting
uniform application thereof by official
inspection personnel, and regulation
of the weighing and certification of
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the weight of grain. User fees and
input by the Advisory Committee have
aided the Federal Grain Inspection
Service in managing its programs more
effectively.

The administration believes that the
amendments contained in the Omni-
bus Budget Reconciliation Act of 1981,
with the exception of the 35-percent
limitation on administrative superviso-
ry costs, should be continued for 4
years, and that enactment of this bill
will assure that the national inspec-
tion system will continue to be operat-
ed in a cost-effective manner in both
the foreign and domestic markets.

Mr. President, I ask unanimous con-
sent that the transmittal letter from
the U.S. Department of Agriculture as
well as the text of the bill be printed
in the RECORD.

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

S. 2546

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled, That see-
tion 155 of the Omnibus Budget Reconcilia-
tion Act of 1981, 95 Stat. 371, is amended
by—

(1) deleting “Effective for the period Oc-
tober 1, 1981, through September 30, 1984,
inclusive, the United States Grain Stand-
ards Act is amended by—", and inserting in
lieu thereof, “"Effective for the period Octo-
ber 1, 1981 through September 30, 1988, in-
clusive, the United States Grain Standards
Act is amended by—"";

(2) deleting paragraph (3) thereof which
reads:

“(3) adding a new section 7C as follows:

‘LIMITATION ON ADMINISTRATIVE AND
SUPERVISORY COSTS

‘Sec. TC. The total administrative and su-
pervisory costs which may be incurred
under this Act for inspection and weighing
(excluding standardization, compliance, and
foreign monitoring activities) for each of
the fiscal years 1982 through 1984 shall not
exceed 35 per centum of the total costs for
such activities carried out by the Service for
such year."";

(3) renumbering paragraphs (4) and (5),
respectively, as paragraphs (3) and (4); and

(4) amending paragraph (3), as so renum-
bered, by deleting ““during the period begin-
ning October 1, 1981, and ending September
30, 1984", and inserting in lieu thereof
“during the period beginning October 1,
1981, and ending September 30, 1988",

DEPARTMENT OF AGRICULTURE,
OFFICE OF THE SECRETARY,
Washington, DC, March 12, 1984.
Hon. GEORGE BusH,
President of the Senate,
Washington, DC.

Dear MR. PRrESIDENT: We submit, here-
with, for the consideration of the Congress,
a draft bill “To extend through September
30, 1988, the period during which amend-
ments to the United States Grain Standards
Act contained in Section 155 of the Omni-
bus Budget Reconciliation Act of 1981
remain effective and for other purposes.

The amendments in the Omnibus Budget
Reconciliation Act, effective for the period
October 1, 1981, through September 30,
1984, required collection of user fees to
cover administrative and supervisory costs

8585

related to official grain inspection and
weighing, imposed a 35 percent limitation
on administrative and supervisory costs, au-
thorized appropriations for standardization,
compliance, and foreign monitoring activi-
ties, and required establishment of an advi-
sory committee. The amendments enabled
the Federal Grain Inspection Service
(FGIS) to facilitate the orderly and timely
marketing of grain in earrying out its re-
sponsibilities to provide for the establish-
ment of official United States standards for
grain, to promote the uniform application
thereof by official inspection personnel, and
to regulate the weighing and certification of
the weight of grain.

With the implementation of these user
fees and input by the Advisory Committee,
the FGIS programs have been more aggres-
sively managed. This has resulted in in-
creased efficiency of program administra-
tion and a more cost-effective delivery of
program services. During the past 2 fiscal
years, staff has been reduced to less than
900 full-time permanent employees from ap-
proximately 1,500 and total expenditures
from $57.2 million to $38.6 million.

Although administrative costs have been
substantially reduced, the 35 percent limita-
tion presents problems in the effective man-
agement of the FGIS program. Since the
volume of work varies seasonally, the fixed
cost for specific periods can in fact exceed
35 percent. Because of the artificial cap,
qualified personnel may be let go only to be
hired again and retrained. This personnel
practice is not cost-effective. Generally, ad-
ministrative expenses are not expected to
substantially exceed 35 percent during any
period. Deletion of the cap should result in
more efficient and effective resource man-
agement.

For these reasons, I am recommending
that the amendments contained in the Om-
nibus Budget Reconciliation Act of 1981,
except for the 35 percent limitation on ad-
ministrative and supervisory costs, be con-
tinued for 4 years. Enactment of the en-
closed draft bill will assure that the national
inspection system will continue to be operat-
ed in a cost-effective manner in both the
foreign and domestic markets.

The Office of Management and Budget
advises that enactment of this legislation
would be in accord with the Administra-
tion’s program.

An identical letter has been sent to the
Speaker of the House of Representatives,

Sincerely,
RicHARD E. LYNG,
Depuly Secrelary.e

By Mr. LEVIN:

S. 2548. A bill to authorize the Secre-
tary of Housing and Urban Develop-
ment, through the Federal Housing
Administration, to assist homeowners
in taking corrective measures with re-
spect to urea formaldehyde foam insu-
lation in their homes; to the Commit-
tee on Banking, Housing, and Urban
Affairs.

UREA FORMALDEHYDE FOAM INSULATION
CORRECTIVE MEASURES ACT
@ Mr. LEVIN. Mr. President, on No-
vember 18, 1983, I introduced S. 2170,
which would authorize low-interest,
guaranteed loans to assist homeowners
to remove urea formaldehyde foam in-
sulation (UFFI) from their homes.
The subsidized interest rate in S. 2170
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is equal to the Federal Housing Ad-
ministration (FHA) home loan rate.
This FHA interest rate has since been
deregulated. My intent in November
was to provide assistance to homeown-
ers who installed UFFI in compliance
with Federal Government energy con-
servation policy, but later discovered
the serious problems related to this in-
sulation.

Today, Mr. President, I am, with the
same intention, introducing a similar
bill. The difference between my two
bills is the replacement of the FHA
home loan interest rate with the Small
Business Administration (SBA) disas-
ter loan rate for homeowners unable
to obtain commercial credit. This SBA
rate is currently 6.375 percent.

During the late 1970’s, approximate-
ly 500,000 homeowners installed UFFI,
in large part due to the tax credits of-
fered to homeowners by the Federal
Government as encouragement to in-
sulate. About 75,000 homeowners in
my State of Michigan installed UFFI
with high hopes of eventual net sav-
ings. Tragically, many of these home-
owners now face a net loss of up to, in
some cases, 60 percent of their home
value.

Soon after UFFI became popular,
the Consumer Product Safety Com-
mission (CPSC) began to receive nu-
merous consumer complaints. Con-
sumers complained of acute health ef-
fects that arose after UFFI was in-
stalled, such as recurring headaches,
respiratory problems, and chronic eye,
nose, and throat irritation.

Several sound scientific studies, in-
cluding one performed by the National
Academy of Sciences, confirmed these
consumers’ claims that the health ef-
fects from which they suffered were
related to UFFI. After other studies
concluded that UFFI might be a
human carcinogen, the CPSC, on April
2, 1982, announced a ban effective
August 10, 1982. One year after the
announcement, on April 7, 1983, the
Fifth Circuit Court of Appeals over-
turned the ban. Although the court
stated that, taken as a whole, con-
sumer complaints of UFFI's acute
health effects did constitute a serious
problem, it held UFFI did not pose an
unreasonable risk of cancer to consum-
ers. The ban has not been reimposed.

The CPSC is still concerned about
UFFT's effect on consumers’ health. It
is continuing to monitor consumer
complaints and whether the UFFI
market revives.

The presence of UFFI has greatly
decreased resale value of homes. Many
States require disclosure of UFFI in
real estate contracts. In some cases,
these homes can only be sold for 40
percent of their market values. Other
homes cannot be sold at all because of
the presence of UFFI. As a result,
even homeowners whose families do
not suffer from the adverse health ef-
fects are spending between $6,000 and
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$20,000 to remove this insulation.
Many others cannot afford the cost of
removal.

My bill consists of there basic provi-
sions. First, it repeals the energy tax
credit available to homeowners who
install UFFI. This would remove the
incentive offered by the Federal Gov-
ernment to install a product whose
safety has been challenged by the
CPSC. Second, federally guaranteed,
low-interest loans of up to $10,000
would be made available to homeown-
ers who wish to remove UFFI. These
loans would be administered through
the FHA which would set interest
rates at the level of the SBA disaster
loan rate for homeowners unable to
acquire commercial credit.

Third, these loans would be limited
to those homes in which UFFI was in-
stalled prior to the effective date of
this bill. Therefore, if any homeowner
were to install UFFI after enactment,
he or she would be ineligible for these
loans.

Mr. President, I believe this bill is
worthy of the Senate's attention and I
urge my colleagues to support it. I ask
unanimous consent that a copy of this
legislation be printed in the REcoRrbD.

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

8. 2548

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

SHORT TITLE

SectroNn 1. This Act may be cited as the
“Urea Formaldehyde Foam Insulation Cor-
rective Measures Act”.

TITLE I-FINANCIAL AND OTHER
ASSISTANCE

FINANCIAL ASSISTANCE TO HOMEOWNERS

Skec. 101. (a) The Secretary of Housing and
Urban Development, through the Federal
Housing Administration, may guarantee and
enter into contracts to guarantee loans, and
make interest reduction payments on those
loans to reduce interest rate levels to the
rate applicable to loans made under section
7(b) of the Small Business Act to borrowers
described in section T(c)X4)A) of such Act,
to any person eligible under section 103 for
purposes of assisting such person in taking
corrective measures with respect to urea
formaldehyde foam insulation in a home
owned by such person, or reimbursing such
person for expenses incurred in taking such
corrective measures.

(b) Loans guaranteed under this section
may be used only for the following expenses
relating to the taking of corrective measures
with respect to urea formaldehyde foam in-
sulation in a home:

(1) fees charged for the services of a con-
tractor,;

(2) fees charged for building permits;

(3) fees charged for the provision of esti-
mates;

(4) fees charged for laboratory and onsite
testing;

(5) fees charged for information;

(6) fees charged for materials;

(T7) fees charged for the rental or, when
appropriate, the purchase of equipment, in-
cluding safety equipment;
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(8) expenses incurred in cleaning a home
that are required as a result of corrective
measures taken in such home; and

(9) any other expense determined by the
Secretary to be reasonable and directly re-
lated to the taking of corrective measures
with respect to urea formaldehyde foam in-
sulation in a home.

(c) (1) Except as provided in paragraph
(2), each loan under this section shall be in
an amount determined by the Secretary to
be appropriate, taking into consideration
the expenses of the homeowner involved,
the number of applicants, and the amount
of authority available for such guarantees
and payments.

(2) No loan under this section may be for
an amount exceeding $10,000.

TECHNICAL ASSISTANCE TO HOMEOWNERS

Sgc. 102. The Secretary may provide tech-
nical information and assistance—

(1) to any homeowner, to assist such
homeowner in identifying the presence of
urea formaldehyde foam insulation in a
home of such homeowner and detecting and
measuring the level of formaldehyde gas in
such home; and

(2) to any person eligible under section
103, to assist such person in taking correc-
tive measures with respect to urea formalde-
hyde foam insulation in a home owned by
such person.

ELIGIBILITY FOR ASSISTANCE

SEc. 4. (a) A person shall be eligible for as-
sistance under section 101 or 102 (2) only if
such person—

(1) is the owner of a home insulated with
urea formaldehyde foam insulation, which
has levels of formaldehyde gas that exceed-
ed 0.1 part per million or such lower amount
as the Secretary determines may cause ad-
verse effects on the health of any resident
of such home, and incurred expenses in
taking corrective measures with respect to
such insulation installed after December 31,
1969 and prior to the date of enactment of
this title; and

(2) submits an application for such assist-
ance not later than the expiration of the
eighteen-month period following publica-
tion of notice of the availability of such as-
sistance under section 104(b).

(b) No person may receive assistance
under this title with respect to more than
three homes.

APPLICATION FOR ASSISTANCE

Sec. 104. (a) Appplication for assistance
under this Act shall be in such form, and ac-
cording to such procedures, as the Secretary
shall prescribe.

(b) As soon as practicable following the
availability of funds to carry out this title,
the Secretary shall publish in the Federal
Register a notice of the availability of as-
sistance under this title. Such notice shall
include a clear and concise description of
the program of assistance established in this
title, the requirements for eligibility for
such assistance, and the procedures for ap-
plying for such assistance,

AUDITS AND INSPECTIONS

SEec. 105. The Secretary shall conduct such
audits of expenses and home inspections as
the Secretary determines are appropriate to
ensure that assistance provided under this
title is utilized in accordance with the re-
quirements set forth in this title and in any
regulations issued by the Secretary under
this title.
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REGULATIONS

SEec. 106. Not later than the expiration of
the ninety-day period following the date of
the enactment of this title, the Secretary
shall issue such regulations as are necessary
to carry out the provisions of this title. The
Secretary may revise such regulations from
time to time, as the Secretary determines
necessary.

ANNUAL REPORT

Sec. 107, The Secretary shall annually
prepare and submit to the Congress a com-
prehensive report describing the activities
of the Secretary in carrying out the pro-
gram of assistance established in this title.
Such report shall include any recommenda-
tions for modifications in such program that
the Secretary considers necessary or desira-
ble as a result of administering such pro-
gram.

DEFINITIONS

Skec. 108. For purposes of this title:

(1) The term “corrective measure”
means—

(A) an improvement in the sealing of inte-
rior surfaces of exterior walls in a home ina
manner that prevents or effectively reduces
the emission of formaldehyde gas from urea
formaldehyde foam insulation into living
areas in such home;

(B) an improvement in the ventilation of
living areas and urea formaldehyde foam in-
sulated wall cavities in a home in a manner
that facilitates the dispersal of formalde-
hyde gas and prevents excessive moisture;

(C) the addition of an air-to-air heat ex-
changer in a home in a manner that facili-
tates the retention of heat while increasing
ventilation; and

(D) the partial or complete removal of
urea formaldehyde foam insulation in a
home; or

(E) any reasonable action taken with re-
spect to a home containing urea formalde-
hyde foam insulation that is determined by
the Secretary to effectively reduce the level
of formaldehyde gas in such home.

(2) The term *“home” means a one- to
four-family dwelling or a manufactured
home.

(3) The term “homeowner”
owner of a home.

(4) The term “manufactured home"
means a structure, transportable in one or
more sections, that is built on a permanent
chassis and designed as a dwelling with or
without a permanent foundation when con-
nected to required utilities. Such term in-
cludes the plumbing, heating, air-condition-
ing, and electrical systems contained in such
structure.

(5) The term “Secretary” means the Sec-
retary of Housing and Urban Development.
AUTHORIZATION OF APPROPRIA-

TIONS; LIMITATION ON CONTRACT

AUTHORITY

Skec. 109. There is authorized to be appro-
priated such funds as are necessary to carry
out the provisions of this title.

TITLE II-DENIAL OF ENERGY CREDIT

DENIAL OF ENERGY CREDIT

SEec. 201. (a) Paragraph (3) of section 44C
(c) of the Internal Revenue Code of 1954
(defining insulation) is amended by adding
at the end thereof the following new flush
sentence:

“The term ‘insulation’' shall not include any
urea formaldehyde foam insu-
lation.”.

(b) The amendment made by this section
shall apply to expenditures made after the
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date of the enactment of this title, in tax-
able years ending after such date.®

By Mr. LAUTENBERG (for him-
self, Mr. WiLsoN, Mr. INOUYE,
Mr. Leany, Mr. Dixon, Mr.
RiecLE, Mr. GorToN, and Mr.
HEFLIN):

S. 2549. A bill to provide additional
protection of the intellectual property
rights of U.S. nationals in foreign
countries; to the Committee on Fi-
nance.

INTELLECTUAL PROPERTY RIGHTS PROTECTION

AND FAIR TRADE ACT OF 1984

® Mr. LAUTENBERG. Mr, President,
I am today introducing the Intellectu-
al Property and Fair Trade Act of
1984. 1 am pleased to have Senators
WiLsoN, INOUYE, LeaHY, GORTON,
Dixon, HErFLIN, and RIEGLE join me as
original cosponsors. The weaknesses,
ambiguities and loopholes in national
law and pertinent multilateral agree-
ments with respect to the enforcement
of patents, copyrights, trademarks and
other forms of intellectual property
constitute one of the most serious in-
stitutional deficiencies in the interna-
tional trading system. The rising tide
of counterfeit products and outright
technological piracy that has resulted
undermines legitimate trading rela-
tions and poses a major threat to the
economic welfare and security of the
American people. Our capacity for
technological innovation and develop-
ment is a crucial national asset in
world economic competition. It is in
countless ways a key to our economic
future as a nation. We simply cannot
tolerate a situation that permits—
indeed encourages—unscrupulous for-
eign competitors to steal, or expropri-
ate under the color of law, our ideas,
inventions, and products.

The bill I am introducing would es-
tablish a framework to end this drain
on U.S. economic growth and set a
timetable for corrective action. It
would:

Require the President to carry out a
comprehensive, country-by-country as-
sessment of the problem and submit a
report to the Congress detailing his
findings, recommendations, and plans.

Make countries that fail to provide
adequate means to protect intellec-
tural property rights, or fail to con-
structively address improvements in
the international agreements relating
to such rights, ineligible for general-
lzr?d system of preferences (GSP) ben-
efits.

Authorize an annual Presidential ex-
emption for countries that provide sat-
isfactory assurances that substantial
progress is being made to remedy the
problem(s). A report to Congress ex-
plaining the justification for such
Presidential exemptions would be re-
quired.

Authorize Presidential exemptions
for any country for reasons of national
security or national economic interests
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for up to a maximum of 2 years. A
report to the Congress explaining the
justification for such exemption would
be required.

Authorize the use of economic and
technical assistance for the develop-
ment of effective systems of intellectu-
al property protection.

The direct economic impact of coun-
terfeiting and pirating is hard to meas-
ure, but it is enormous. The U.S. Inter-
national Trade Commission (ITC) has
just released the results of a year long
study that gives some indication of the
costs to U.S. industries and their work-
ers.

The ITC estimates U.S. domestic
and export sales losses due to foreign
counterfeiting, passing off, and copy-
right and patent infringement at be-
tween $6 billion and $8 billion. And
this is a conservative estimate, accord-
ing to the ITC. For the same year, em-
ployment losses amounted to more
than 130,000 jobs in the top five indus-
trial sectors affected, viz: wearing ap-
parel and footwear, 44,415; chemicals
and related products, 32,236, automo-
bile parts and accessories, 47,462;
records and tapes, 20,822; and sporting
goods, 15,860.

Mr. President, I ask that the execu-
tive summary of the ITC investigation
entitled “The Effects of Foreign Prod-
uct Counterfeiting on U.S. Industry”
be inserted in the REcorp at the end
of my remarks.

As serious as these immediate effects
are, Mr. President, the long-term
threat to our economic interests as a
nation is even more significant. In the
world economy of tomorrow, even
more than today, comparative advan-
tage will be increasingly a function of
innovation, adaptability, and technical
prowess. That is tl 2 direction in which
our strength in the global economic
order of the future lies. We are blessed
with a resourceful, independent, and
creative people as well as an economic
system that can reward enterprise and
initiative. With an appropriate mix of
public and private policies—including
the necessary investments in educa-
tion, training, and research—I am con-
fident that America has nothing to
fear from international economic com-
petition. That is, so long as that com-
petition is conducted in accordance
with fair rules equally applied.

Mr. President, we cannot tolerate a
situation in which the keys to our na-
tional economic welfare—conceptual
and technological innovation—are rou-
tinely stolen, often under the color of
law. Yet that is precisely the situation
that confronts us today.

The fact is that no really effective
international system for the protec-
tion of intellectual property rights
exists. The World Intellectual Proper-
ty Organization (WIPQO) provides a
forum for discussion of the issues, pro-
motes administrative cooperation
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among member states, and extends
technical assistance to developing
countries. But it possesses no real
powers of enforcement worthy of the
name.

By the same token, the principal
multilateral agreements with respect
to intellectual property, the Paris Con-
vention for the Protection of Industri-
al Property (patents), the Berne Con-
vention for the Protection of Literacy
and Artistic Works (copyrights), and
the Madrid Agreement concerning
international registration of trade-
marks incorporate ‘“national treat-
ment” as the controlling standard.

This standard means, in essence,
that the signatories or contracting
states must accord foreigners the same
rights and protections as they provide
their own citizens. In all too many
countries, especially in the developing
world, this is tantamount to no protec-
tion at all. Donald W. Peterson, vice
president of the International Anti-
counterfeiting Coalition, has described
the problem in recent testimony
before the Subcommittee on Interna-
tional Trade:

The problem manifests itself in a lack of
adequate protection for U.S. intellectual
property rights in LDCs resulting from such
things as: broad areas of invention not sub-
ject to patent coverage, such as chemical
products or pharmaceuticals; patents of
narrow scope which can be easily circum-
vented; compulsory licensing and forfeiture
provisions for patents; extremely short

patent life; unreasonable limits on use of
U.S. trademarks; free benefits of U.S.-devel-
oped registration data to LDC manufactur-
ers; and general lack of effective copyright

protection. In addition to the problems in
obtaining local recognition of these rights,
there are a wide range of problems in en-
foreing locally the rights which can be ob-
tained. These include: protracted delay in
proceedings with no interim relief available
to the U.S. company whose rights are being
infringed; practically impossible burdens of
proof; inability to gain access to infringer's
records to obtain evidence of infringement
or prove damages; and extremely low penal-
ties which do not deter infringement.

Nor is there, in many cases, much
desire or incentive for improvement.
The governments of LDC’s and newly
industrializing countries (NIC’s) ap-
parently believe that transfers of tech-
nology, whether illicit or not, serve
their interests and are not to be dis-
couraged.

This attitude is manifest in the
recent negotiations regarding possible
revisions in the Paris Convention.
Representatives from the NIC's, I am
told, have been in the forefront of ef-
forts to weaken the Paris Convention
even further. A chief aim of these ef-
forts is to provide more latitude for
the use of compulsory official licens-
ing for the purpose of transferring the
benefits of patented products and
processes to domestic producers. Such
changes would clearly be retrogressive
and we should take all feasible steps to
prevent them.
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The same objective is at the core of
a recent proposal by Japan's Ministry
of International Trade and Industry
(MITI). Under the MITI proposal
computer software would be provided
patent rather than copyright protec-
tion, reducing the term of protection
from 50 to 15 years. More important,
software would be subject to compul-
sory licensing, design disclosure, and
possible third party transfers for
public policy reasons.

Indeed, Mr. President, it is high time
that the United States and the coun-
tries that share our concern mount a
serious counteroffensive on these
issues. I can think of no better start,
no better indication of our resolve as a
nation and as a government, than the
enactment of the legislation I am in-
troducing today. Were this bill to be
signed into law, there could be no mis-
take as to our intentions or our will.
The world would be on notice that this
country will no more countenance the
piratical plunder of its economic inter-
ests today than it did in 1815. I would
hope that a majority of my colleagues
would agree and join me in supporting
prompt consideration and enactment.
I ask that the text of the bill and an
executive summary be printed in the
RECORD.

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

8. 2549

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

SECTION 1. SHORT TITLE.

This Act may be cited as the “Intellectual
Property Rights Protection and Fair Trade
Act of 1984".

SEC. 2. INTELLECTUAL PROPERTY RIGHTS PROTEC-
TION REVIEW.

(a) IN GENERAL.—The President shall un-
dertake a comprehensive review of the prob-
lems associated with the inadequate protec-
tion of intellectual property rights of
United States nationals in foreign countries
in the context of United States trade rela-
tions.

(b) SpeciFic REVIEW.—The review de-
scribed in subsection (a) shall include a de-
tailed consideration of such problems on a
country by country basis, and whether each
country is taking constructive steps to pro-
vide adequate and effective protection of in-
tellectual property rights and whether each
country is assuming a constructive role in
international negotiations for the protec-
tion of such rights, including negotiations
with respect to a General Agreement of Tar-
iffs and Trade convention, and in the imple-
mentation of treaties and conventions relat-
ing to such rights adhered to by such coun-
try and the United States,

(¢) CoNSULTATION WITH PRIVATE SECTOR.—
In preparing such review, the President
shall consult with the appropriate private
sector representatives provided for under
section 135 of the Trade Act of 1974 in iden-
tifying specific problems and developing a
negotiable agenda.

(d) REPORT TO CONGRESS.—

(1) IN GENERAL.—The review required by
this section shall be submitted to Congress
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in a report which shall include recommen-
dations for—

(A) bilateral and multilateral initiative,

(B) negotiating priorities and plans,

(C) dealing with threats to or denial of in-
tellectual property rights relating to high
technology products and processes, includ-
ing, but not limited to, official licensing re-
quirements, compulsory transfers to third
parties, inadequate terms of protection, and
the conditioning of market access on man-
datory transfers of technology in excess of
actual production requirements,

(D) unilateral suspensions or denials of
trade concessions granted under any agree-
ment or treaty including the General Agree-
ment on Tariffs and Trade, and

(E) legislation,

to address such problems identified by such
review.

(2) DATE oF REPORT.—The report described
in paragraph (1) shall be submitted within
one year after the date of the enactment of
this Act.

SEC. 3. COUNTRIES WITH INADEQUATE INTELLEC-
TUAL PROPERTY RIGHTS PROTEC-
TIONS INELIGIBLE FOR GENERALIZED
SYSTEM OF REFERENCES.

(a) IN GENERAL.—Subsection (b) of section
502 of the Trade Act of 1974 (19 U.S.C.
2462) is amended—

(1) by striking out “and” at the end of
paragraph (6),

(2) by striking out the period at the end of
paragraph (7) and inserting in lieu thereof
“; and”, and

(3) by inserting after paragraph (7) the
following new paragraph:

“(8) if such country fails—

“(A) to provide under its law adequate and
effective means for United States nationals
(including non-United States nationals with
whom United States nationals have a con-
tractual relationship for the sale or licens-
ing of intellectual property) to secure, exer-
cise, and enforce in a timely fashion full and
complete rights in intellectual property, in-
cluding proprietary information copyright,
patent, and trademark rights,

“(B) to assume a constructive role in inter-
national negotiations for the protection of
intellectual property rights, including nego-
tiations with respect to a General Agree-
ment on Tariffs and Trade convention, or

“(C) to comply with treaties and conven-
tions relating to intellectual property rights
to which the United States and such coun-
try adhere.".

(b) ExempTIONS.—Subsection (d) of section
502 of such Act is amended by adding at the
end thereof the following new paragraphs:

“(3) The President may annually exempt
from the application of paragraph (8) of
subsection (b) any country which provides
satisfactory assurances that substantial
progress is being made to satisfy the re-
guirements of such paragraph. The Presi-
dent shall promptly furnish a written report
to the Congress detailing the nature of such
assurances and an evaluation of the effec-
tiveness of any previous assurances.

“(4) (A) The President may exempt for a
period not to exceed one year from the ap-
plication of paragraph (8) of subsection (b)
any country for reasons of the national se-
curity or national economie interest of the
United States. The President shall promptly
furnish a written report to the Congress
stating the length of the period of the ex-
emption and the reasons therefor.

“(B) The President may extend the ex-
emption granted under subparagraph (A)
for an additional period not to exceed one
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year and report to the Congress the reasons
for the extension.”.

(c) APPLICATION TO EXISTING BENEFICIARY
DEeveELOPING CoOUNTRIES.—Subsection (b) of
section 504 of such Act (19 U.S.C. 2464) is
amended—

(1) by inserting "(1)" after the subsection
designation; and

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

“(2) Upon the expiration of two years
after the date of the report required by sec-
tion 2 of the Intellectual Property Rights
Protection and Fair Trade Act of 1984, with
respect to any country designated as a bene-
ficiary developing country as of the date of
such report, the President shall, after com-
plying with the requirements of section 502
(a)(2), withdraw or suspend the designation
of such country if such country—

“(A) does not satisfy the requirements of
paragraph (8) of section 502(b), or

“(B) does not qualify for an exemption
under paragraph (3) or (4) of section 502(d).

Such country shall cease to be a beneficiary

developing country on the day on which the

President issues an Executive order revok-

ing the designation of such country under

section 502.”.

SEC. 4. ASSISTANCE IN PROTECTION OF INTELLEC-
TUAL PROPERTY RIGHTS.

Chapter 1 of part I of the Foreign Assist-
ance Act of 1961 is amended by adding at
the end thereof the following new section:

“Sgc. 129. PROTECTION OF INTELLECTUAL
PROPERTY RIGHTS.—(a) Subject to the provi-
sions of subsection (b), the President is au-
thorized to furnish assistance, on such
terms and conditions as he may determine,
to less developed countries and newly indus-
trialized countries for the purpose of sup-
porting the development and enhancement
of more effective systems for the protection
of intellectual property rights in such coun-
tries, including support for the administra-
tion and enforcement of laws which effec-
tively protect intellectual property rights
and including the provison of technical as-
sistance wherever feasible.

“(b) In determining whether to furnish as-
sistance authorized by subsection (a) to a
country, the President shall consider—

“(1) whether the government of such
country is making a good faith effort to im-
prove its performance in protecting intellec-
tual property rights;

*“(2) the relative importance of such coun-
try from the standpoint of the overall trade
and economic interests of the United States;

“(3) the extent and gravity of any defi-
ciency in the system of such country for
protecting intellectual property rights;

“(4) the threat of technological and trade
interests of the United States posed by any
deficiency in the system of such country for
protecting intellectual property rights; and

“(5) whether the government of such
country is playing a constructive role in ef-
forts to provide adequate and effective pro-
tection of intellectual property rights.

“(c) There are authorized to be appropri-
ated such sums as may be necessary to carry
out the provisions of this section.”.

EXECUTIVE SUMMARY

Product counterfeiting is nothing less
than the theft for profit of a firm's reputa-
tion and product through the use of decep-
tion. For the purposes of this investigation,
counterfeiting is defined as the unauthor-
ized use of a registerd trademark on a prod-
uct that is identical or similar to the prod-
uct for which the trademark is registered
and used. It does not include corollary
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methods of unfair competition such as un-
authorized use of a trademark on a nonsimi-
lar product, copyright infringement, patent
infringement, passing off (the simulation of
a trademark or packaging when the trade-
mark is not identical), or the sale of author-
ized trademarked goods in contravention of
a commercial arrangement. However, it is
acknowledged that these excepted practices
often have the same effect as trademark
counterfeiting, and supplementary data
were collected through the use of question-
naires to indicate the relative magnitude of
these practices compared to that of trade-
mark counterfeiting.

The highlights of the Commission's inves-
tigation on foreign product counterfeiting
are as follows:

There are currently no international
agreements to which the United States is a
party that relate primarily to counterfeit-
ing, but a number of agreements do have
some bearing on counterfeiting.

Chief among the international agreements
relating in some manner to counterfeiting is
the Paris Convention on Industrial Proper-
ty. Trademarks are included in this conven-
tion, which contains provisions which are
self-executing or have been implemented by
the signatory countries in their national
laws. Not only do U.S. firms entitled to the
benefits of the convention enjoy the same
protection and legal remedies against in-
fringements of their trademarks as do na-
tionals of the signatory countries, but bene-
ficiaries also enjoy certain special rights and
advantages over the rights enjoyed by na-
tionals under national law.

In addition, the United States has been
signatory to a series of inter-American
trademark conventions entered into from
1910 through 1929, providing trademark and
trade name protection similar to that of the
Paris convention. Bolivia, Ecuador, Uru-
guay, Brazil, the Dominican Republic, Co-
lombia, Cuba, Guatemala, Haiti, Honduras,
Nicaragua, Panama, Paraguay, and Peru are
signatories to these conventions.

The United States has supported the con-
clusion of an international anticounterfeit-
ing agreement. Its purpose is to discourage
international trade in counterfeit goods, and
its adoption would result in greater stand-
ardization of laws relating to counterfeiting.
However, to date there has been little sup-
port for this code outside the developed
countries.

The Lanham Act is the principal U.S. Fed-
eral statute relating to counterfeiting, al-
though there are some U.S. Federal laws re-
lating to counterfeiting of specific products.

The Lanham Act establishes a Federal
registration system for trademarks and ac-
cords registered trademarks certain benefits
not available under State law. The act pro-
vides for civil remedies for trademark in-
fringement and counterfeiting through the
Federal court system. There are no criminal
penalties.

The current versions of the proposed
Trademark Counterfeiting Act of 1983 (S.
875 and H.R. 2447) would amend the
Lanham Act to provide criminal penalties
for counterfeiting as well as enhance the
civil relief available.

The Food, Drug, and Cosmetic Act makes
it a crime to counterfeit drugs, foods, or cos-
metics with intent to defraud. The Piracy
and Counterfeiting Amendments Act of
1982 makes record and tape counterfeiting
and piracy a criminal offense. Mail and wire
fraud statutes have been used to prosecute
counterfeiters using the mail or wires. Sec-
tion 5 of the Federal Trade Commission Act
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prohibits unfair trade practices generally,
including counterfeiting, but does not create
a private right of action.

The United States offers two methods of
protection and relief from foreign counter-
feiting specifically targeted at imports.

Both trademarks and copyrights can be
registered with the U.S. Customs Service
with the result that Customs will prohibit
the importation of infringing articles.

If imported counterfeit goods are injuring
or have a tendency to injure or destroy a do-
mestic industry, the United States Interna-
tional Trade Commission can be petitioned
to institute an investigation into unfair
trade practices under section 337 of the
Tariff Act of 1930. Such investigations are
useful in addition to or in place of Federal
court actions against counterfeiting because
section 337 investigations are limited in du-
ration to 1 year (18 months in more compli-
cated cases), and one of the remedies, the
exclusion order, can be applied to all in-
fringing imports, not just those from, or by,
the named respondents. The Commission
may also issue a cease and desist order as a
remedy in appropriate circumstances.

Foreign laws relating to counterfeiting
vary with regard to coverage and penalties
and, therefore, with regard to their effec-
tiveness and usefulness to U.S. producers.

The protection and relief available from
product counterfeiting in 21 selected U.S.
export markets and country sources of
counterfeits were compiled for this report
(appendix J). All the countries discussed
have some provisions for trademark regis-
tration and remedies for infringement, in-
cluding counterfeiting, Australia, Belgium,
the Netherlands, Luxembourg, Brazil,
Canada, France, Hong Kong, Italy, Japan,
the Repubic of Korea (Korea), Mexico, Ni-
geria, the Philippines, Portugal, Macao,
Saudi Arabia, Singapore, Taiwan, the
United Kingdom, and West Germany offer
various remedies and sanctions, both civil
and criminal, that pertain to counterfeiting.
Twelve of these countries, Australia, Brazil,
Canada, France, Japan, the Philippines,
Portugal, Macao, Saudi Arabia, the United
Kingdom, and West Germany, have varying
provisions for the prohibition of infringing
imports by customs authorities. It should be
noted that there is a wide body of anecdotal
evidence suggesting that enforcement of
any laws and regulations regarding counter-
feiting is often minimal or absent, particu-
larly in many developing countries.

The practice of product counterfeiting has
spread from the more traditionally counter-
fieted products—high-visibility, strong-
brand-name consumer goods—to a wide vari-
ety of consumer and industrial goods.

Traditionally the goods most often target-
ed by counterfeiters were consumer goods
having strong brand-name identification
and high price markups based on the brand
name, such as fashion apparel, jewelry,
watches, and records and tapes. The produc-
tion of these goods tended to be labor inten-
sive, allowing free and inexpensive entrance
to the market. The profit to be attained
from counterfeiting, as well as the limited
risks associated therewith, has resulted in
the spread of counterfeiting into a greater
variety of consumer and industrial goods, in-
cluding capital-intensive goods such as com-
puter hardware and automobile parts.

The following industry sectors and prod-
ucts were reported by respondents to the
Commission's questionnaire as having been
subject to foreign product counterfeiting
during 1980-82. Of a total of 274 responses,
82 were affirmative.
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Industry sector Products counterfeited
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three mode| numbers of 2 single product was recorded as reporting on one
product rtem

2 The total number of product items reported is misieading in that records
of different titles remrm by one respondent were fisted as one product item
deferred lo a3 statement submitted the

Wunng apparel and fool
Cwnals and related

% nmuuc! items '—fashion and athietic apparel

3 wduct |Ie1m—agncMIuraI chemicals, cosmet-
ics and fodlelries, drugs and pharmaceuticals,
petroleum products, and miscellaneous. rubber

and plastic products.

21 product items—a wide variety of aulomobile
parts and accessories, and aircralt parts.

17 product items—hand tools, machine tool dies,
industrial plug valves, video computer hard-
ware, video swiichers, speakers, circuit beeak-
ers and fuses, batfery packs, wire connectors,
integrated circuits, and toasters

8 product items *—recorded video and audio
discs and tapes, and blank tapes

8 product items—tennis and goff equipmenl, and

balls

Transportation equipment
parts and accessonies
iscellaneous metal

products, machinery,
and electrical products.

Records and tapes ............

Sporting £00dS ...........cocons

Miscellaneous 33 produc! items—Iluggage, handbag, and flat
manufactures fouts: writing instruments; sunglasses: jewelry;
oys; compuler software; and video, arcade,

and other electronic games

* The term “product item™ is used fo encompass varying models of a single
product by a single respondent. Therefors, 3 respondent reporting separately on

Recmdm Induslnf Association of America, Inc. (RIAA) in connection with this
investigation, An example of fhe size of the counterfeiting problem in this
mdusll? is reflected in the RIAA's estimate that 213 titles were counterferted
or pirated in Singapore alone in 1982,

Foreign counterfeiting of U.S.-produced
food, beverage, and tobacco products was
negligible during 1980-82.

The Commission staff recorded a few un-
confirmed reports of counterfeiting of food,
beverage, and tobacco products during their
search of the relevant literature. Although
staff contacts with the industry uncovered
no verified instances of foreign counterfeit-
ing of U.S. products, 16 questionnaires were
sent to major U.S. producers of packaged
food products, alcoholic and nonalcoholic
beverages, and tobacco products. All 16 re-
sponses were negative, There have been re-
ports of U.S. counterfeiting of domestic
products (Texas onions sold as onions from
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Vidalia, Ga.) and foreign counterfeiting of
foreign-produced products (soft drinks,
whiskey, and cigarettes).

The incidence of counterfeiting in each of
the affected industry sectors increased
during 1980-82.

Wearing apparel and footwear and records
and tapes were the only industry sectors
subject to counterfeiting that did not show
a steady increase in the number of reported
incidents of counterfeiting in both domestic
and export markets. Counterfeiting in both
of these sectors appears to have matured to
the point that, for the most part, as the in-
dustry eliminates the sources of a particular
counterfeit product, new counterfeits of the
product are introduced from other sources.
In the remaining sectors, the types of prod-
ucts for which counterfeits appeared in-
creased during 1980-82.

The number of counterfeit product items
reported by respondents in domestic and
export markets during 1980-82, by industry
sectors, was as follows:

U.S. market
1981

Export markets
1981

]‘.}Bﬂ 1380 1982

Wearing apparel and fogtwear

Chemicals and refated products. s
mmmmmmmmwmsmwmwm s
products, macrlrrm and electrical prwnc!s

Miscellaneous metal
Records and tapes.

. #
mgnfm?ofsmmemres e T SR
Tolal, e
]

| ma
| Bransn

¢ d
60 67 81

Gray market sales ! and unfair trade prac-
tices similar to counterfeiting, including
passing off and patent and copyright in-
fringements on goods similar to the original,
occurred in each industry subject to coun-
terfeiting, but were most prevalent for auto-
mobile parts and accessories, chemicals and
related products, sporting goods, records
and tapes, toys, video games, and computer
hardware.

Although practices similar to counterfeit-
ing occurred in the apparel and footwear
sector, counterfeiting remains the most sig-
nificant problem for U.S. producers of these
products. Conversely, counterfeiting of
automobile parts and accessories is far less
significant than passing off and patent vio-
lations, particualrly in the U.S. market. In
the chemicals sector, passing off and patent
infringment—particularly for drugs and
pharmaceuticals, agricultural chemicals,
and cosmetics and toiletries—outweigh
counterfeiting. Records and tapes, video
games, and computer software all suffer
from piracy (copyright infringement). Gray
market sales, particularly in the TU.S.
market are also a significant problem for
the record and tape industry. In the sport-
ing goods and toys industries, counterfeiting
is far rarer than patent infringement and
passing off.

The following tabulation shows the
number of product items (products that also
experienced competition from counterfeits
and those that did not) reported by 38 re-

! “Gray market sales” (also referred to as diverted
goods, parellel sales, and unauthorized sales) refers
to goods bearing an authorized trademark that are
sold in contravention of a commercial arrangement.
This can consist of legal production by a licensee
that Is sold in markets restricted by the licensing
agreement, or deliberate unreported overproduc-
tion by a licensee that is sold without the knowl-
edge of the trademark holder.

spondents to be experiencing competition in
the U.S. market or export markets in 1982
from products competing under practices
other than counterfeiting:

Industry sector

Wearing appare! and footwear
Chemicals and refated products
Irarmm!m equipment parts and

M:sulmqm melal :mducts ma-

chinery, and slectrical mm
Records and tapes

Fe

Sources of counterfeits of U.S. products
and products competing through similar
trade practices are worldwide, but are most
prevalent in the Far East.

Respondents to the Commission's gues-
tionnaire cited 43 countries around the
world as sources of counterfeits of U.S.
products during 1980-82. Thirty countries in
the Far East, Europe, Latin America, Ocean-
la, and Africa were cited as sources of prod-
ucts competing under trade practices similar
to counterfeiting in 1982. Taiwan was the
leading source in both categories, cited for
91 of the 151 counterfeited product items
and 65 times for similar unfair trade prac-
tices. Hong Kong (32 product items), Indo-
nesia (18), Singapore (17), Korea (14), and
the Philippines (13) were the next most
often reported sources of counterfeits. Fol-
lowing the Far East (11 countries) as pri-
mary counterfeit sources were Latin Amer-
ica (15 countries), Europe (17 countries), the

Middle East (9 countries), Africa (9 coun-
tries), Australia, Canada, and India (see
table 1 in app. D). Ten countries in the Far
East were cited as sources of goods falling
under similar trade practices, followed by
Europe (10 countries), Latin America (6
countries), Oceania (2 countries), and Africa
(2 countries) (table 2).

The most common retail selling agents for
counterfeit products in the U.S. market are
different than those in export markets.

In the domestic market, respondents most
often cited discount stores (30 product
items) as retailers of counterfeit products.
Next were street vendors (24 items) and flea
markets (23 items). Street vendors were the
most commonly cited retailers of counter-
feits in export markets (32 items), followed
by small retail business (28 items). Whole-
salers were the most commonly identified
nonretail selling agents in both the U.S.
market (35 items) and export markets (46
items) (table 3).

The United States is the largest single
market for foreign counterfeits of U.S. prod-
ucts.

Respondents reported that more than 62
percent (94) of the product items reported
to be counterfeited during 1980-82 were sold
in the United States.

U.S. export markets affected by foreign
counterfeiting span the globe, but the Far
East contains the most affected foreign
markets.

Respondents to the Commission’s ques-
tionnaire listed 66 countries as markets for
foreign counterfeits of U.S.-produced goods
(table 1). Hong Kong (cited for 40 product
items) and Taiwan (39 items) were the mar-
kets where the largest number of different
counterfeits occurred. A total of ten coun-
tries in the Far East were reported as
export markets affected by counterfeiting.
Following Hong Kong and Taiwan were
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Singapore (25 items), the Philippines (21
items), Idonesia (17 items), and Thailand
(16 items). Latin America was the second
most affected region, with 15 market coun-
tries reported. Brazil (15 items) and Panama
(14 items) were the most often cited Latin
American markets, followed by Venezuela
(11 items), Chile (10 items), Mexico (9), Co-
lombia (8), and Argentina (7). Italy (18 prod-
uct items) and the United Kingdom (16
items) were most often cited in Europe (16

CONGRESSIONAL RECORD—SENATE

countries). In the Middle East (12 coun-
tries), the major markets for counterfeits
were Israel and Kuwait (12 items each) and
Saudi Arabia (9 items). Nine countries in
Africa were cited, led by the Republic of
South Africa (10 product items) and Nigeria
(6 items). India (16 items) and Australia (11
items) were other major export markets af-
fected.
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Sales lost to foreign product counterfeit-
ing increased from $37.5 million to $49.2
million during 1980-82,

The following tabulation shows domestic
and export sales reported lost due to coun-
terfeiting during 1980-82. It should be noted
that a number of respondents known to be
suffering significant losses due to counter-
feiting could not quantify these losses and
that these figures therefore represent mini-
mum losses.

1980 1982_ -

Wearing apparel and footwear ...
mwm:myﬂm

lmeiam metal Droducls maﬂlwy melem‘rui products ..

mhlms manulactures.

T2 .2

9,790
300
360

19,430

[T

800
550
360
1,620

g|BE-busz

15,020

~a

1 Nol reported
2 Because of rounding, figures may not add to the totals shown.

A estimated $6 billion to $8 billion of total
domestic and export sales were lost by U.S.
industry due to foreign product counterfeit-
ing, passing off, and copyright and patent
infringement of similar products, in 1982,

Because a number of respondents affected
by counterfeiting were unable to estimate
the effect counterfeiting had on their sales,
the Commission staff solicited estimates of
total lost sales due to counterfeiting in 1982
from various firms and associations in the
affected industries. However, in most cases
estimates could only be provided on the
combination of counterfeiting and similar
unfair trade practices. It is estimated from
industry figures that approximately $3 bil-
lion to $4 billion in domestic sales and in
U.S. export sales was lost by U.S. industry
due to foreign counterfeiting and similar
practices in 1982. The estimates of these
losses in 1982 for the products covered by
the Commission’s questionnaire were as fol-
lows:

[in malions of doflars]

Industry sector

Wearing awml and footwear...
Chemicals and related products.
Transportation equipment parts
Miscetlancous

Counterfeits are generally different phys-
fcally or operationally from the original
product.

According to questionnaire respondents
and written and oral testimony, counterfeits
are generally inferior in quality to the origi-
nal product. Counterfeits of wearing appar-
el and footwear tend to show less precise
workmanship in the stitching and sewing,
and can be made from inferior materials.
Counterfeit cosmetics and toiletries may not
be sterile, and perfumes and colognes are
often entirely different in composition.
Counterfeit agricultural chemicals and
drugs may be totally ineffective, being com-
posed of a neutral agent. Counterfeit tran-
sporation equipment parts have been re-

ported to be manufactured of inferior raw
materials, lacking nonvisible safety features,
or made to less-than-precise specifications.
Counterfeit electric circuit breakers and
various other electrical consumer goods that
could not withstand normal or rated electri-
cal loads were found. Counterfeit records
and tapes tend to exhibit inferior audio or
video reproduction.

However, counterfeits can and do function
in a manner similar to that of the original
product, especially where the price of the
original is more dependent on a fashion
name than on an inherent superiority over
lower priced goods. Inferior stitching does
not prevent a piece of apparel from being
worn, it does, however, suggest a shorter
product life span. Similarly, a counterfeit
watch is often perfectly adequate in keeping
time.

Fifty-five respondents reported that coun-
terfeits were operationally or physically dif-
ferent from their product, 17 indicated that
they were not, and 10 did not answer this
question. Responses by industry indicating
that counterfeits differed in quality from
their products ranged from 40 percent of
the respondents in the sporting goods indus-
try to 100 percent of those in the wearing
apparel and footwear sector.

The sale of counterfeits very often results
in a loss of goodwill for the trademark
owner, causing lost sales of both counter-
feited products and noncounterfeited prod-
ucts bearing the same trademark.

A counterfeit product which is inferior in
quality to the original may through poor
performance bias the user’s mind against
the legitimate product if the consumer is
unaware that the product is not genuine.
Even if the consumer is aware of the exist-
ence of counterfeits, he may not feel compe-
tent to distinguish counterfeit from original
and may shy away from purchasing the
original. Furthermore, the existence of very
low-priced counterfeits of high-priced fash-
ion goods, while not deceiving the purchas-
er, can devalue the trademark simply
through use. Of the 55 respondents indicat-
ing that counterfeits of their products were
different from the original, 45 indicated
that they had lost sales to the counterfeits
due to loss of good will (in addition to sales
lost through substitution), and 23 respond-
ents indicated that this loss of good will ex-
tended to their noncounterfeited products.

Counterfeiting does not generally result in
price suppression of the legitimate product.

Only 12 of 73 respondents indicated that
they had reduced prices as a direct result of
competition from counterfeiting—86 respond-
ents in the miscellaneous manufacturers
sector, 3 in the transportation equipment
parts and accessories sector, 2 in the miscel-
laneous metal products, machinery, and
electrical products sector, and 1 in the
chemicals and related products sector.

Counterfeiting could also result in price
suppression if the counterfeiting was un-
known to the affected firm and prices were
reduced as a competitive move because the
reasons for lost sales or market share were
misidentified. However, most firms aware of
a counterfeiting problem prefer to attack
the problem itself, rather than compete
with the counterfeits. For firms where the
high price contributes to the perceived
value of the product and trademark, a re-
duction in price could be detrimental to
sales.

Approximately 131,000 U.S. jobs were lost
in 1982 due to foreign product counterfeit-
ing and similar unfair trade practices in the
five industry sectors most subject to coun-
terfeiting.?

* Commissioner Stern notes that the above figure
of 131,000 U.S. jobs lost in 1982 is an estimate based
on figures provided by selected industries canvassed
by the Commission staff and then {urther derived
from the standard calculations of the labor content
of U.S. output, imports. Such calculations ignore a
number of additional factors, such as the reaction
of exchange rates and the effects of output changes
on labor output ratios. Therefore, a number of ca-
veats are necessary if these labor content estimates
are to be interpreted as actual employment effects.
For example, a tariff that restricts imports or &
subsidy that promotes exports simultaneously af-
fects a number of other economic variables, many
of which also affect trade, such as the exchange
rate. A review of the academic literature indicates
that the magnitude and, indeed, the direction of
the employment effects of counterfeit-induced
changes in trade has not been definitely deter-
mined. Simply stated, an increase in imports does
not necessarily cause a reduction in aggregate do-
mestic employment, and a decrease in exports does
not necessarily cause a decrease in aggregate do-
mestic employment. These caveats are explained
more thoroughly in Commission Report on Investi-
gation No. 332-154, U.S. Trade-Related Employ-
ment, USITC Pub. 1445, 1983.
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Five industry sectors, wearing apparel and
footwear, chemicals and related products,
automobile parts and accessories, records
and tapes, and sporting goods, estimated
lost domestic and export sales due to foreign
product counterfeiting and similar trade
practices at nearly $5.5 billion in 1982.* As-
suming these lost sales to equal lost output,
the Commission estimates that approxi-
mately 131,000 U.S. jobs, including 127,000
manufacturing jobs, were lost in these sec-
tors in 1982.* The total employment loss in
the wearing apparel and footwear sector
was 44,415 jobs, including 42,899 manufac-
turing jobs. Between 2,292 and 3,236 jobs
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were lost in the chemicals and related prod-
ucts sector (2,037 to 2,927 manufacturing
jobs); 47,462 jobs, including 45,666 manufac-
turing jobs were lost in the automobile
parts and accessories sector, 20,822 jobs
(20,198 manufacturing jobs) in the records
and tapes sector, and 15,860 jobs (15,330
manufacturing jobs) in the sporting goods
sector.

U.S. industry efforts to combat foreign
counterfeiting increased during 1980-82
from $4.1 million to $12.1 million.

Respondents reported that their total
costs of identifying, detecting, and combat-

{In thousands of doliars)
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ing counterfeiting (through registration and
enforcement of trademarks) rose from $4.1
million in 1980 to $5.0 million in 1981 and to
$12.1 million in 1982 (table 4), In 1982 an ad-
ditional $5.6 million in identification and en-
forcement costs was expended combating
gray market sales and practices similar to
counterfeiting.

Identification and enforcement costs re-
ported by respondents in domestic and
export markets during 1980-82 were as fol-
lows:

1982

9

2,831
242
90

4
5113

8,381 2032

Forty-six out of 71 respondents indicated
that they had registered their trademarks
with the U.S. Customs Service. Registration
frequency varied among the industry sec-
tors. All 12 of the respondents reporting in
the wearing apparel and footwear sector
had registered their trademarks, as had 15
of 17 respondents in the miscellaneous man-
ufactures sector; however, only 4 of 11 re-
spondents in the chemicals and related
products sector and 2 of 12 in the transpor-
tation equipment parts and accessories
sector had done so.

Most respondents that had not registered
their trademarks had not done so because
they had not experienced competition from
imported counterfeits in the U.S. market,
However, some of the respondents in the
transportation sector were unaware of this
remedy.

There is a step-by-step process that most
firms undertake in attempting to find and
stop counterfeiters.

The process begins with the detection of
the existence of a counterfeit. Detection is
followed by investigation into the origins
and principals of the counterfeit product
and is in turn followed by attempts to pre-
vent further production. The process ends
with enforcement action undertaken by the
legitimate manufacturer or trademark
holder against the counterfeiter. Each step
is dependent upon the success of the previ-
ous step. Investigators face myriad obstacles
in tracing the source of counterfeits and en-
forcing their trademarks. The typical coun-
terfeiter is reported to be a shrewd and elu-
sive businessman, quick on the move when
pursued by a legitimate trademark owner.

Respondents to the Commission’s ques-
tionnaire listed 10 methods of detection,
identification, and prevention of counter-
feiting and 6 enforcement methods (table
5). Chief among the former were investiga-
tions, by either in-house or outside services,
into counterfeit activities at all levels of pro-
duction and distribution, cited by 50 re-
spondents. Forty-three respondents report-
ed that they registered trademarks with the

U.8. Customs Service as a preventive meas-

3 See page xx for individual sector losses.

ure. Other methods included using trained
sales forces, distributors, and licensees to
monitor counterfeits in the field and at
trade shows, using anticounterfeiting de-
vices (usually labeling), registering trade-
marks in foreign countries, raising consumer
awareness of counterfeiting, working with
industry associations and coalitions to pro-
mote Government action, and maintaining
full-time in house legal and investigative
staffs. The two most widely reported en-
forcement methods were initiating civil and
criminal actions against counterfeiters and
against the sale of counterfeits at all levels
of distribution (35 respondents) and sending
“‘cease and desist"” warning letters to coun-
terfeiters at all levels (22 respondents). Also
mentioned were cooperation with criminal
enforcement authorities, search and seizure
orders and police raids, temporary restrain-
ing orders, and verbal warnings of impend-
ing legal action.

U.8. Government action to combat sales of
counterfeits domestically and abroad is gen-
erally considered imperative by firms affect-
ed by counterfeiting.

There exists a general view among the
U.S. producers surveyed that unless the
profit stemming from counterfeiting is
eliminated and the risks are increased, no
amount of industry action will succeed in
eliminating the problem. Fifty firms re-
sponded to an open-ended question regard-
ing proposed U.S. Government action to
combat counterfeiting (table 6). Sixty per-
cent of these respondents specifically sup-
ported passage of S. 875 and H.R. 2447, pro-
viding criminal penalties for counterfeiting.
Support for these bills was nearly unani-
mous among U.S. producers that appeared
at the Commission’s hearing and among
those that submitted written statements.
Twenty-one respondents favored strength-
ening U.8. Customs Service surveillance ef-
forts to seize counterfeits at the border.
Also suggested was increased aid by U.S. em-
bassies, consulates, and trade offices In as-
sisting U.S. manufacturers in the pursuit of
imported counterfeits.

‘* Employment loss is based on the U.S. Depart-
ment of Labor input/output model.

Recommendations on U.S. government
action against counterfeiting in foreign mar-
kets were more evenly distributed. Eighteen
respondents supported the proposed Inter-
national Anticounterfeiting Code, 16 sug-
gested that the United States impose eco-
nomic sanctions against countries known to
harbor counterfeiters, and 13 proposed that
the United States make every effort to en-
courage these countries to adopt effective
anticounterfeiting laws if they have none
and to improve and enforce current anti-
counterfeiting laws.

Counterfeiting is not generally perceived
as a serious problem by domestic retailers.

The Commission staff conducted tele-
phone interviews with 50 major retailing
firms and two retailing and franchising as-
sociations. Few of these firms had firsthand
experience with counterfeit goods, and
counterfeiting was not an area of major con-
cern. Those firms having experience with
counterfeits cited clothing, jewelry, and per-
fume as the most commonly counterfeited
items discovered. In most instances, the re-
tailer contacted the legitimate trademark
holder or manufacturer and assisted in
tracking down the counterfeits. Those re-
tailers actively guarding against the pur-
chase of counterfeits buy merchandise only
from reputable vendors and rely on their
buyers’ training and product knowledge to
avoid acquiring fraudulent goods. Flea mar-
kets and street vendors were most often per-
ceived by retailers as the primary distribu-
tors of counterfeits.

Franchisers also reported little problem
with counterfeit merchandise, primarily be-
cause in most franchising operations involv-
ing products, the distribution system is
closely controlled by the franchiser. Their
primary problems in foreign markets are
the preregistration of their trademarks by
others and the often short-term trademark
protection provided to franchisers in some
countries.

Although unopposed to anticounterfeiting
efforts by the U.S. Government, retailers
have signficant objections to certain provi-
sions of 8. 875 and H.R. 2447.
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A number of individual retailers and three
major retail trade associations, representing
67,500 individual, general merchandise, de-
partment, discount, and specialty stores in
the United States, expressed serious reser-
vations about the operation of U.S. anti-
counterfeiting efforts as embodied in the
proposed amendments to the Lanham Act.
They felt that the legislation is aimed more
at the retailers than at the actual counter-
feiters, subjects retailers to severe criminal
sanctions, could be used by manufacturers
for price and supply maintenance, and fails
to distinguish between intentional and unin-
tentional possession or sale. Further, they
feel that there are inadequate safeguards
against, and remedies for, malicious pros-
ecution.e

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

S. 2551. A bill to designate certain
areas in the Allegheny National Forest
as wilderness and recreation areas; to
the Committee on Agriculture, Nutri-
tion, and Forestry.

PENNSYLVANIA WILDERNESS ACT OF 1984

Mr. HEINZ. Mr. President, it is my
privilege to introduce, in conjunction
with Senator SPECTER, the Pennsylva-
nia Wilderness Act of 1984. Over the
past 10 years since the passage of the
Eastern Wilderness Act of 1974, many
individuals from Pennsylvania, as well
as those residents of neighboring
States who enjoy the scenic splendor
and recreational pastimes of our State,
have sought to establish a wilderness
area in the Allegheny National Forest.
This dream now seems close to realiza-
tion, but it will still require continu-

ation of the type of commitment
which has been shown to date.
Among those who have worked hard

for Pennsylvanians to achieve this
end, Congressman BILL CLINGER de-
serves special recognition for his ef-
forts. Congressman CLINGER has
worked tirelessly to achieve a wilder-
ness designation for the Allegheny Na-
tional Forest. His efforts have created
a genuine consensus. The wilderness
proposal he has been so careful in pre-
paring has made every possible effort
to accommodate the various interests
of those whom it would most directly
affect. The legislation strikes a reason-
able balance by leaving significant
areas of the Allegheny National
Forest open to various types of devel-
opment while protecting those parts
with the highest wilderness, scenic
and recreational values.

Congressman CLINGER, in conjunc-
tion with the efforts and cosponsor-
ship of Congressman PETER KosT-
MAYER, has introduced H.R. 5076, the
Pennsylvania Wilderness Act of 1984.
This legislation which Senator Sprec-
TER and I introduce today will parallel
the efforts of Congressmen CLINGER
and KosTMAYER in the House of Rep-
resentatives.

The Pennsylvania Wilderness Act
provides for a variety of different land
uses based on the adoption of two land
use designations in the forest. The
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first area includes seven islands on the
Allegheny River designated as the Al-
legheny Islands Wilderness, an area of
363 acres, and a far larger forest area
of northern hardwoods called the
Hickory Creek wilderness area, cover-
ing 9,400 acres. These areas qualify as
potential wilderness areas based on
U.S. Forest Service surveys conducted
in the roadless areas review and eval-
uation II (RARE II).

The bill also proposes an Allegheny
National Recreation Area of 23,100
acres, which includes areas identified
and depicted in RARE II as Corn-
planter, Tracy Ridge, and Allegheny
Front. This national recreation area
also includes the northern part of the
Allegheny Reservoir.

Also included are special provisions
to deal with the fact that the subsur-
face rights for oil, gas, and minerals
beneath the designated areas are in
some cases privately owned. Such
holdings are not unique to the Alle-
gheny National Forest, as many na-
tional forests in the Eastern United
States were first created by acquiring
only the surface rights to the land. As
a wilderness area is intended to remain
virtually untouched by civilization,
preserved as it is in a wild state, the
bill provides a mechanism for acquir-
ing these mineral rights still held by
private individuals and located within
the designated area and authorizes ap-
proximately $2 million for acquisition
of mineral rights owned by private
parties and located beneath the area
called Hickory Creek. Such acquisi-
tions will greatly reduce the problems
the Forest Service faces in maintain-
ing the guality of the wilderness areas
within the Allegheny National Forest.

The designation of other areas as
the Allegheny National Recreation
Area (ANRA) recognizes that while
sufficient revenues are not available to
purchase all the interests in these
areas, it is still desirable to preserve
these areas whenever possible for rec-
reational uses. The Secretary of Agri-
culture is directed under the bill to
formulate management plans for
ANRA that maximize recreation op-
portunities and protect all forms of
fish and wildlife. At the same time, ex-
ploration for minerals, oil, and gas can
be undertaken in a manner which
most effectively protects the environ-
ment from damage, while allowing for
an accommodation of development for
energy.

In my position as a member of the
Energy and Natural Resources Com-
mittee to which this bill will be re-
ferred, I look forward to working
closely with my colleagues in estab-
lishing this wilderness and recreation
area so that Pennsylvanians and
others can fully enjoy, both now and
for generations to come, the many
areas of beauty and splendid seclusion,
together with the valuable and varied

8593

recreational opportunities of the Alle-
gheny National Forest.
I ask unanimous consent that the
text of the bill be printed at this point.
There being no objection, the mate-
rial was ordered to be printed in the
REcoORD, as follows:

8. 2551

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

SHORT TITLE

SectioN 1. This Act may be cited as the
“Pennsylvania Wilderness Act of 1984".

FINDINGS

Sec. 2. The Congress finds and declares
that—

(1) there is an urgent need to identify and
protect natural areas to meet the recre-
ational needs of Americans;

(2) certain lands within the Allegheny Na-
tional Forest in Pennsylvania are worthy of
inclusion in the National Wilderness Preser-
vation System; and

(3) certain other lands within the Alle-
gheny National Forest are suitable for des-
ignation as a national recreation area.

PURFPOSE

Skec. 3. It is the purpose of this Act to—

(1) establish the Allegheny Islands Wil-
derness and the Hickory Creek Wilderness,

(2) establish the Allegheny National
Recreation Area so as to assure the preser-
vation and protection of the area’s natural,
scenic, scientific, historic, archaeological, ec-
ological, educational, watershed and wildlife
values and to provide for the enhancement
of recreational opportunities, particularly
undeveloped recreational opportunities; and

(3) assure that any mineral exploration
and development that takes place within
the recreation area is done in an environ-
mentally sound manner.

WILDERNESS DESIGNATION

Skc. 4. (a) In furtherance of the purposes
of the Wilderness Act (78 Stat. 890; 16
U.S.C. 1131-1136), the following lands in the
State of Pennsylvania are hereby designated
as wilderness and therefore as components
of the National Wilderness Preservation
System:

(1) certain lands in the Allegheny Nation-
al Forest, Pennsylvania, which comprise ap-
proximately three hundred and sixty-three
acres, as generally depicted on a map enti-
tled “Allegheny Islands Wilderness—Pro-
posed”, dated March 1984, composed of
Crulls Island, Thompsons Island, R. Thomp-
sons Island, Courson Island, King Island,
Baker Island, and No Name Island, and
which shall be known as the Allegheny Is-
lands Wilderness; and

(2) certain lands in the Allegheny Nation-
al Forest, Pennsylvania, which comprise ap-
proximately nine thousand four hundred
acres as generally depicted on a map enti-
tled “Hickory Creek Wilderness—Proposed”,
dated March 1984, and which shall be
known as the Hickory Creek Wilderness.

(b) Subject to valid existing rights, the
wilderness areas designated under subsec-
tion (a) shall be administered by the Secre-
tary of Agriculture (hereinafter in this Act
referred to as the "Secretary”) in accord-
ance with the provisions of the Wilderness
Act governing areas designated by that Act
as wilderness, except that any reference in
such provisions to the effective date of the
Wilderness Act shall be deemed to be a ref-
erence to the effective date of this Act.
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(c) As provided in section 4(d)8) of the
Wilderness Act, nothing in this Act shall be
construed as affecting the jurisdiction or re-
sponsibilities of the State of Pennsylvania
with respect to wildlife and fish in Alleghe-
ny National Forest in the State of Pennsyl-
vania.

(d)1) The Secretary is authorized to ac-
quire by purchase, donation, or exchange,
with donated or appropriated funds, such
lands or interests in lands (including oil, gas,
and other mineral interests and scenic ease-
ments) within the Hickory Creek Wilder-
ness as he deems necessary to carry out the
purposes of this Act. Such lands and inter-
ests in lands may be acquired only with the
consent of the owner thereof.

(2) Not more than $2,000,000 is authorized
to be appropriated for purposes of acquir-
ing, in accordance with subsection (a), lands
and interests in lands in the Hickory Creek
Wilderness Area.

DESIGNATION OF NATIONAL RECREATIONAL AREA

Sec. 5. In furtherance of the findings and
purposes of this Act, certain lands in the Al-
legheny National Forest, Pennsylvania,
which comprise approximately twenty-three
thousand one hundred acres, as generally
depicted on a map entitled “Allegheny Na-
tional Recreational Area—Proposed”, dated
March 1984, are hereby designated as the
Allegheny National Recreation Area (here-
inafter in this Act referred to as the “na-
tional recreation area"). The national recre-
ation area shall be composed of the Alleghe-
ny Front, Cornplanter, and Tracy Ridge in-
cluding the Allegheny Reservoir. Following
the acquisition, under any other authority
of law, of other lands within the Allegheny
National Forest, the Secretary may revise
the boundaries of the national recreation
area to add such lands to the national recre-
ation area, including at least one thousand
two hundred and seventy-two acres in the
Allegheny Front area.

ADMINISTRATION OF NATIONAL RECREATION

AREA

Skec. 6. (a) Subject to valid existing rights,
the national recreation area designated by
this Act shall be administered by the Secre-
tary in accordance with this Act and the
laws, rules, and regulations applicable to the
national forest system in a manner compati-
ble with the following objectives:

(1) minimizing to the extent practicable
the environmental impacts of exploration
and development of privately owned oil, gas,
and other minerals;

(2) maximizing opportunities for recrea-
tion including, but not limited to, hunting,
fishing, hiking, backpacking, camping,
nature study, and the use of boats, both mo-
torized and nonmotorized, on the Allegheny
Reservoir;

(3) protection and maintenance of fish
and wildlife populations and habitat;

(4) protection of watersheds and the free
flowing nature of streams;

(5) protection and maintenance of fish
and wildlife populations and habitiat; and

(6) conservation of scenic, wilderness, cul-
tural, scientific, educational, and other
values contributing to the public benefit.

Subject to valid existing rights, the utiliza-
tion of natural resources in the recreation
area shall be permitted only if consistent
with the other provisions of this Act.

(b) To carry out the purposes of this Act,
the Secretary shall prepare and publish,
and may from time to time amend, & man-
agement plan, accompanied by an environ-
mental impact statement and necessary reg-
ulations, for the national recreation area
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designated by this Act. The plan may be
prepared in conjunction with, or incorporat-
ed with, ongoing planning for the Allegheny
National Forest in accordance with the Na-
tional Forest Management Act of 1976.
Such plan and regulations shall include, but
not be limited to—

(1) standards and guidelines for the pro-
tection and preservation of historic, archae-
ological, and paleontological resources in
the recreation area for the public benefit
and knowledge;

(2) provisions to maintain and enhance ex-
isting opportunities for recreation on Alle-
gheny Reservoir, including opportunities for
motorized and nonmotorized boat use;

(3) provisions to regulate the use of and
protect the surface values of the recreation
area, including provisions to control the use
of motorized and mechanical equipment,
and to evaluate alternative surface access
routes which minimize damage or alteration
of the surface in connection with any au-
thorized activities on such land; and

(4) provisions governing oil, gas, and other
mineral exploration and development
within the recreation area, including access
by road when necessary, and which ensure
that—

(A) exploration, development, and trans-
portation of oil, gas, and other mineral re-
sources are not made economically infeasi-
ble;

(B) disturbances to the environment are
minimized during all phases of exploration
and development;

(C) revegetation and restoration of the
surface of the land disturbed in performing
exploration and development is accom-
plished as soon as possible after each phase
of exploration and development is complet-
ed; and

(D) protection of
groundwater quality.

In preparing the comprehensive manage-
ment plan, the Secretary shall provide for
oral and written public participation and
shall consider the views of all interested
agencies, organizations, and individuals.

(c) The Secretary shall permit hunting
and fishing within the boundaries of the na-
tional recreation area designated by this Act
in accordance with applicable laws of the
United States and the State of Pennsylvania
wherein the lands and waters are located
except that the Secretary may designate
zones where, and establish periods when, no
hunting or fishing shall be permitted for
reasons for public safety, administration, or
public use and enjoyment. Except in emer-
gencies, any regulations of the Secretary
pursuant to this paragraph shall be put into
effect only after consultation with the ap-
propriate State fish and game department.

(d)X(1) Subject to valid existing rights, the
minerals in all Federally owned lands within
the national recreation area designated by
this Act are withdrawn from all forms of ap-
propriation under the mining laws and from
disposition under all laws pertaining to min-
eral leasing, including all laws pertaining to
geothermal leasing, and all amendments
thereto.

(2) Any special use permit issued by the
Secretary for exploration, development, or
transportation of oil, gas, or other mineral
resources (or for any combination of the
foregoing activities) shall require the sub-
mission of a plan of operations (including a
reclamation plan) which is consistent with
the objectives set forth in subsection (a).

MAPS AND DESCRIPTIONS

Sgc. 7. (a) As soon as practicable after en-
actment of this Act, the Secretary shall file
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the maps referred to in this Act, and legal
descriptions of the national recreation area
and the wilderness areas designated by this
Act, with the Committee on Interior and In-
sular Affairs of the United States House of
Representatives, the Committee on Energy
and Natural Resources of the United States
Senate, and with the Committee on Agricul-
ture of the United States House of Repre-
sentatives. Such maps and legal descriptions
shall have the same force and effect as if in-
cluded in this Act, except that correction of
clerical and typographical errors in such
maps and legal descriptions may be made.
Each such map and legal description shall
be on file and available for public inspection
in the office of the Chief of the Forest Serv-
ice, Department of Agriculture,

FOREST SYSTEM PLANNING

Sec. 8. (a) The Congress hereby deter-
mines and directs that, without passing on
the question of the legal and factual suffi-
ciency of the RARE II final environmental
statement (dated January 1979) with re-
spect to national forest system lands in
States other than Pennsylvania, such state-
ment shall not be subject to judicial review
with respect to national forest system lands
in the State of Pennsylvania.

(b) The Congress does not intend that the
designation of a wilderness area under this
Act lead to the creation of protective perim-
eters or buffer zones around such wilderness
area. The fact that nonwilderness activities
or uses can be seen or heard from areas
within a wilderness shall not preclude such
activities or uses up to the boundary of the
wilderness area.

Mr. SPECTER. Mr. President, today
I am proud to join Senator HEINZ in
introducing the Pennsylvania Wilder-
ness Act of 1984. This legislation desig-
nates certain areas in the Allegheny
National Forest as wilderness and
recreation areas. The forest, estab-
lished in 1923 to protect the upper wa-
tershed of the Allegheny River, is lo-
cated in Forest, Warren, McKean, and
Elk Counties.

This bill will designate 9,400 acres in
the Hickory Creek Area of the Alle-
gheny Forest as well as Seven Islands
in the Allegheny River near Warren as
wilderness areas where development
would be barred. The bill also author-
izes $2 million for acquiring subsur-
face rights under the Hickory Creek
Wilderness.

Hickory Creek is the largest, rela-
tively undisturbed area in the Alleghe-
ny National Forest. It consists of
gentle, rolling topography interlaced
with bogs and beaver ponds. An 11-
mile long loop trail leading from
Hearts Content traverses Hickory
Creek and several tributaries. The
Pennsylvania Fish Commission has
designated Hickory Creek as a high
quality, cold water fishery—one of the
highest classifications that can be
given to a Pennsylvania waterway.

Designation of Hickory Creek and
the Seven Islands will create the only
wilderness area in the national preser-
vation system within a 150-mile radius.
The most densely populated, heavily
industrialized region in all of North
America lies within 250 miles. Nearly
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40 percent of the American public
lives within a day's drive of the forest.
All of these qualities illustrate the
worthiness of this land's wilderness
designation, and underline the impor-
tance of this legislation.

Additionally, this legislation desig-
nates 23,100 acres as national recrea-
tion areas. This designation will insure
the preservation of scenic, historical,
archaeological, paleontological, water-
shed, and wildlife resources. At the
same time, this designation maximizes
the opportunity for recreational activi-
ties such as fishing, hunting, and boat-
ing. Under this bill, the U.S. Forest
Service is charged with the responsi-
bility of regulating the use of these
wilderness and recreational areas.

In addition to the attractive recre-
ational resources, the Allegheny
Forest also boasts one-half million
acres of natural black cherry, oak, ash,
and other commerical hardwoods used
in furniture both domestically and
abroad. The forest also lays claim to
the first oil well in the world; today,
not far from this well, high quality
crude fields produce lubricants for
Quaker State, Pennzoil, and the Ken-
dall oil companies.

A careful balance has been struck
between recreational and commercial
interests. A bipartisan companion bill
in the House of Representatives intro-
duced by Congressmen CLINGER and
KostMAYER has already been the sub-
ject of hearings in that body. I join
Senator Heinz in urging the Senate

Energy and Natural Resources Com-
mittee to also move quickly to consid-
eration of the Pennsylvania Wilder-
ness Act.

By Mr. MURKOWSKI:

S.J. Res. 272. A joint resolution rec-
ognizing anniversaries of Warsaw up-
rising and Polish resistance to invasion
of Poland during World War II; to the
Committee on the Judiciary.

ANNIVERSARIES OF WARSAW UPRISING AND

POLISH RESISTANCE DURING WORLD WAR II
® Mr. MURKOWSKI. Mr. President, I
am submitting a joint resolution
which seeks to have Congress recog-
nize the anniversaries of the Warsaw
uprising and Polish resistance to the
invasion of Poland during World War
II. August 1, 1984, marks the 40th an-
niversary of the uprising by the Polish
people and September 1, 1984, is the
45th anniversary of the invasion of
Poland by the Army and Air Force of
the Third Reich. That invasion was
followed just 16 days later by a Soviet
invasion from the East and the subse-
quent occupation of a zone populated
by 13 million Poles. These events led
to the development of a strong under-
ground movement directed by the
Polish Government in exile. By 1944
this movement had taken the form of
a home army.

On August 1, 1944, the Polish Home
Army attacked the German Forces

CONGRESSIONAL RECORD—SENATE

holding Warsaw and within 3 days
gained control of the city. The Ger-
mans sent in reinforcements and bru-
tally bombarded the city with air artil-
lery attacks for the next 63 days. Un-
supported, the Polish Home Army
held out until October 2, 1944, when
its supplies had run out and it was
forced to surrender. The leader of the
Polish Forces, Gen. Tadeusz Komor-
owski, who was known as Bor, was
taken prisoner with his forees. The
Germans then systematically deported
the remainder of the city's population
and destroyed the city. Home army
losses were about 35,000 and losses
among the civilian population were in
excess of 150,000. The liberating
armies of 1945 found the city in a
state of almost total devastation, with
destruction of industrial plants, cul-
tural and social facilities, and housing
ranging from over 70 percent to
almost 100 percent.

The Warsaw uprising of 1944 set the
tone for postwar relations between the
Polish people and the Polish Govern-
ment. This spirit which was affirmed
in 1944 continues to this day with the
solidarity movement symbolic of the
desire for freedom and sovereignty.
The event has been officially ignored,
criticized, or downplayed by the Polish
Government though well-known and
revered by the people. The Polish
Government began recognizing the
achievements of the home army and
the Warsaw uprising only following
the emergence of Solidarity in 1980.

The events in Poland over the last
few years have again captivated the
world by displaying the same spirit
and love of freedom epitomized by the
Warsaw uprising and the resistance to
the invasions and occupations
throughout Poland during World War
II. The Poles have, without any sup-
port from the West, managed to shake
the foundations of world Communists
through the Solidarity trade union
movement. Though officially out-
lawed, the Solidarity movement con-
tinues to exist and flourish despite as-
sertions to the contrary by the Polish
Government. The spirit shown by the
Polish people in their continuing quest
for freedom, democracy, and self-de-
termination despite the odds, should
be and is especially important to the
people of the United States who have
fought for and defended these ideals
throughout our own history.

It is only fitting that the U.S. Con-
gress recognize the anniversaries of
the invasion of Poland and the
Warsaw uprising.e

ADDITIONAL COSPONSORS
5. 627
At the request of Mr. PAckwoob, the
names of the Senator from Pennsylva-
nia (Mr. HEeinNz), the Senator from

Massachusetts (Mr. KENNEDY), and the
Senator from South Dakota (Mr.

8595

ABDpNOR) were added as cosponsors of
S. 627, a bill to authorize the establish-
ment of a national scenic area to
assure the protection, development,
conservation, and enhancement of the
scenic, natural, cultural, and other re-
source values of the Columbia River
Gorge in the States of Oregon and
Washington, to establish national poli-
cies to assist in the furtherance of its
objective, and for other purposes.
S. 788
At the request of Mr. PRESSLER, the
name of the Senator from North
Dakota (Mr. Burpick) was added as a
cosponsor of S. 786, a bill to amend
title 38, United States Code, to estab-
lish a service connection presumption
for certain diseases caused by expo-
sure to herbicides or other environ-
mental hazards or conditions in veter-
ans who served in Southeast Asia
during the Vietnam era.
5. 1614
At the request of Mr. Heinz, the
name of the Senator from New York
(Mr. MoYNIHAN) was added as a co-
sponsor of S. 1614, a bill to amend title
XIX of the Social Security Act to
allow States to implement coordinated
programs of acute and long-term care
for those individuals who are eligible
for both medicare and medicaid.
§. 1651
At the request of Mr. CRANSTON, the
name of the Senator from Massachu-
setts (Mr. TsonGas) was added as a co-
sponsor of S. 1651, a bill to amend title
38, United States Code, to provide for
presumption of service connection to
be established by the Administrator of
Veterans' Affairs for certain diseases
of certain veterans exposed to dioxin
or radiation during service in the
Armed Forces, to require the Adminis-
trator to develop, through process of
public participation and subject to ju-
dicial review, regulations specifying
standards for the presumptions appli-
cable to the resolution of claims for
disability compensation based on such
exposures; to require that such regula-
tions address certain specified dis-
eases; and to require that all claimants
for Veterans' Administration benefits
be given the benefit of every reasona-
ble doubt in claims adjudications, and
for other purposes.
5. 1825
At the request of Mr. Byrp, the
name of the Senator from Virginia
(Mr. WARNER) was added as a cospon-
sor of S. 1925, a bill to establish a na-
tional coal science, technology, and en-
gineering development program.
5. 2131
At the request of Mr. DECoONCINI,
the name of the Senator from Arkan-
sas (Mr. BumPERs) was added as a co-
sponsor of S. 2131, a bill to provide for
the temporary suspension of deporta-
tion for certain aliens who are nation-
als of El Salvador, and to provide for
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Presidential and congressional review
of conditions in El Salvador and other
countries.
8. 2139
At the request of Mr. HeINz, the
name of the Senator from Maine (Mr.
CoHEN) was added as a cosponsor of S.
2139, a bill to improve the operation of
the countervailing duty, antidumping
duty, import relief, and other trade
laws of the United States.
S. 22686
At the request of Mr. CrRaNSTON, the
names of the Senator from Maryland
(Mr. MaTHIAS), and the Senator from
Tennessee (Mr. Sasser) were added as
cosponsors of S. 2266, a bill to grant a
Federal charter to Vietnam Veterans
of America, Inc.
8. 2338
At the request of Mr. HeEinz, the
names of the Senator from Mississippi
(Mr. CocHRAN), the Senator from Ten-
nessee (Mr. Sasser), the Senator from
New York (Mr. MoyNIHAN), and the
Senator from Florida (Mrs. HAWKINS)
were added as cosponsors of S. 2338, a
bill to amend title XVIII of the Social
Security Act to allow medicare cover-
age for home health services provided
on a daily basis.
5, 2437
At the request of Mr. GOLDWATER,
the name of the Senator from Kansas
(Mrs. KassgepauMm) was added as a co-
sponsor of S. 2437, a bill to amend the
Communications Act of 1934 to clarify
the policies regarding the right to view
satellite-transmitted television pro-

graming.

8. 2488
At the request of Mr. Burpick, the
name of the Senator from Alabama
(Mr. DENTON) was added as a cospon-
sor of S. 2488, a bill to terminate the
effect of provisions of the Voting
Rights Act of 1965 that require bilin-
gual ballots and election materials.
8. 2515
At the request of Mr. SARBANES, the
name of the Senator from Nebraska
(Mr. Exon) was added as a cosponsor
of S. 2515, a bill to extend the provi-
sions of chapter 61 of title 10, United
States Code, relating to retirement
and separation for physical disability,
to cadets and midshipmen.
5. 2519
At the request of Mr. WARNER, the
name of the Senator from California
(Mr. WiLsoN) was added as a cospon-
sor of S. 2519, a bill to amend the In-
ternal Revenue Code of 1954 with
respect to deductions for certain ex-
penses incurred by a member of a uni-
formed service of the United States, or
by a minister, who receives a housing
or subsistence allowance.
8. 2520
At the request of Mr. PRESSLER, the
name of the Senator from Hawaii (Mr.
MATSUNAGA) was added as a cosponsor
of S. 2520, a bill to provide authoriza-
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tion of appropriations for the U.S.
Travel and Tourism Administration,
and for other purposes.
SENATE JOINT RESOLUTION 87
At the request of Mr. Tsoncas, the
names of the Senator from New York
(Mr. D'AmaTO0), the Senator from
Oregon (Mr. HaTriELD), the Senator
from Louisiana (Mr. JoHNSTON), and
the Senator from Florida (Mr. CHILES)
were added as cosponsors of Senate
Joint Resolution 87, a joint resolution
designating a day of remembrance for
victims of genocide.
SENATE JOINT RESOLUTION 198
At the request of Mr. PryYoR, the
name of the Senator from South Caro-
lina (Mr. THURMOND) was added as a
cosponsor of Senate Joint Resolution
198, a joint resolution designating
April 27, 1984, as “National Nursing
Home Residents Day.”
SENATE JOINT RESOLUTION 215
At the request of Mr. THURMOND, the
name of the Senator from Connecticut
(Mr. Dopp) was added as a cosponsor
of Senate Joint Resolution 215, a joint
resolution to designate the week of
April 23-27, 1984, as ‘“National Stu-
dent Leadership Week.”
SENATE JOINT RESOLUTION 227
At the request of Mr. CRANSTON, the
names of the Senators from Ohio (Mr.
GLENN), and the Senator from Michi-
gan (Mr. LEvIN) were added as cospon-
sors of Senate Joint Resolution 227, a
joint resolution designating the week
beginning November 11, 1984, as “Na-
tional Women Veterans Recognition
Week.”
SENATE JOINT RESOLUTION 241
At the request of Mr. D'AmaTO, the
name of the Senator from Ohio (Mr.
GLENN) was added as a cosponsor of
Senate Joint Resolution 241, a joint
resolution to authorize and request
the President to issue a proclamation
designating May 6 through May 13,
1984, as ‘““Jewish Heritage Week.”
SENATE JOINT RESOLUTION 253
At the request of Mr. PrRESSLER, the
name of the Senator from Vermont
(Mr. StaFrForD) was added as a cospon-
sor of Senate Joint Resolution 253, a
joint resolution to authorize and re-
quest the President to designate Sep-
tember 16, 1984, as “Ethnic American
Day."”
SENATE JOINT RESOLUTION 258
At the request of Mr. BipeEwn, the
names of the Senator from Idaho (Mr.
McCLURE), and the Senator from Con-
necticut (Mr. Dopp) were added as co-
sponsors of Senate Joint Resolution
258, a joint resolution to designate the
week of June 24 through June 30,
1984, as “National Safety in the Work-
place Week.”
SENATE JOINT RESOLUTION 265
At the request of Mrs. HaAwkins, the
name of the Senator from Vermont
(Mr. STAFFORD) was added as a cospon-
sor of Senate Joint Resolution 265, a
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joint resolution designating the week
of April 29 through May 5, 1984, as
“National Week of the Ocean.”
SENATE CONCURRENT RESOLUTION 101

At the request of Mr. D'AmaTo, the
names of the Senator from Indiana
(Mr. Lucar), the Senator from Idaho
(Mr. SymMms), and the Senator from
North Dakota (Mr. BURDICK) were
added as cosponsors of Senate Concur-
rent Resolution 101, a concurrent reso-
lution to commemorate the Ukrainian
famine of 1933.

SENATE RESOLUTION 364

At the request of Mr. DeECONCINI,
the name of the Senator from Mary-
land (Mr. SARBANES) was added as a co-
sponsor of Senate Resolution 364, a
resolution expressing the sense of the
Senate that certain recommendations
of the President’s Private Sector
Survey on Cost Control relating to the
Veterans’ Administration health care
system should be rejected as a matter
of national policy.

AMENDMENT NO. 2655

At the request of Mr. GrassLEY, the
names of the Senator from North
Dakota (Mr. ANDREWS), the Senator
from Nebraska (Mr. ZorINsKY), and
the Senator from North Dakota (Mr.
Burpick) were added as cosponsors of
amendment No. 2655 intended to be
proposed to S. 1080, a bill to amend
the Administrative Procedure Act to
require Federal agencies to analyze
the effects of rules to improve their ef-
fectiveness and to decrease their com-
pliance costs, to provide for a periodic
review of regulations, and for other
purposes.

AMENDMENT NO. 2859

At the request of Mr. ABDNOR, the
names of the Senator from Maryland
(Mr. SARBANES), the Senator from New
Jersey (Mr. BrabrLEy), the Senator
from North Dakota (Mr. ANDREWS),
the Senator from Montana (Mr. MEL-
CHER), the Senator from Maine (Mr.
CoHEN), the Senator from South Caro-
lina (Mr. HoLLINGS), the Senator from
Michigan (Mr. RIEGLE), the Senator
from California (Mr. CransTON), and
the Senator from Maryland (Mr. Ma-
THIAS) were added as cosponsors of
amendment No. 2859 intended to be
proposed to S. 757, a bill to amend the
Solid Waste Disposal Act to authorize
funds for fiscal years 1983, 1984, 1985,
1986, and 1987, and for other purposes.

SENATE RESOLUTION 366—
ORIGINAL RESOLUTION EZX-
PRESSING APPRECIATION TO
THE PRIME MINISTER OF
THAILAND

Mr. PERCY, from the Committee on
Foreign Relations, reported the fol-
lowing original resolution; which was
placed on the calendar:
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S. Res. 366

Whereas H.E. General Prem Tinsulan-
onda, Prime Minister of Thailand, is head-
ing a distinguished delegation of Thai offi-
cials and businessmen to the United States,
April 12, through April 15, 1984, for impor-
tant discussions with the President, the Vice
President, Members of the Cabinet, and
Members of the Senate Foreign Relations
Committee;

Whereas Thailand has since 1975 provided
first asylum for refugees fleeing Vietnam,
Laos and Cambodia;

Whereas The Thai Government and the
Thai people have over nine years cooperat-
ed with the international humanitarian
effort to care for and resettle these refu-
gees;

Whereas the visit of the Prime Minister
and his delegation symbolizes the most
friendly relationship which has existed for a
century and a half between Thailand and
the United States: Now, there, be it

Resolved, That the Senate hereby heartily
welcomes the visit of Prime Minister Prem
of Thailand and his delegation to the
United States.

Sec. 2. The Senate commends the patient
efforts of Thailand over the years to deal
humanely with the outpouring of refugees
from Vietnam, Laos and Cambodia by pro-
viding first asylum, and notes the efforts
now being made to suppress acts of piracy
against boat refugees.

SEc. 3. The Senate, noting the intrusion of
Vietnamese forces from Kampuchea into
Thailand in recent weeks, expresses its
strong support for the security of Thailand.

Sec. 4. The Secretary of the Senate shall
transmit a copy of this resolution to the
President of the United States with the re-
quest that the President transmit such copy
to the Government of the Kingdom of Thai-
land.

Mr. PERCY. Mr. President, I rise
today to report an original Senate res-
olution commending Thailand for its
efforts on behalf of Indochinese refu-
gees. Since 1975 Thailand has provided
first asylum to many thousand refu-
gees fleeing Vietnam, Laos, and Cam-
bodia, refugees seeking freedom in
voyages of great risk. We owe a sincere
debt of gratitude to Thailand for
opening its door to so many. Prime
Minister Prem of Thailand visits the
United States this week and I believe
it is time that the Senate express its
thanks through this resolution.

On the occasion of Prime Minister
Prem's visit, let us also recognize our
most friendly relationship with Thai-
land. Our close, friendly relations have
spanned a century and a half. Today,
we know that Thailand faces a mili-
tary threat from Kampuchea. In
recent weeks, forces have even intrud-
ed across the border into Thailand. I
would like, Mr. President, to let Prime
Minister Prem and the people of Thai-
land know that the American people
support them and wish them well.
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AMENDMENTS SUBMITTED

FEDERAL BOAT SAFETY ACT

CRANSTON AND OTHERS
AMENDMENT NO. 2907

(Ordered to lie on the table.)

Mr. CRANSTON (for himself, Mr.
RIEGLE, Mr. Sasser, Mr. Dobp, and
Mrs. HAWKINS) submitted an amend-
ment to amendment No. 2902 proposed
by Mr. DorLE (for himself and Mr.
Long) to the bill HR. 2163, an act to
amend the Federal Boat Safety Act of
1971, and for other purposes, as fol-
lows:

At the appropriate place, Page 133, after
line 14 add

(j) SpeciaAL RULE IN THE CAsSE oF Low-
INncoME HOUSING.—

(1) IN GENERAL.—Section 1274 of the Inter-
nal Revenue Code of 1954 (relating to treat-
ment of bonds and other debt instruments
as added by this subtitle) and the amend-
ment made by section 25(b) (relating to
amendment of section 483) shall not apply
to any qualified indebtedness of the taxpay-
er.

(2) QUALIFIED INDEETEDNESS DEFINED.—For
purpose of this subsection, the term “quali-
fied indebtedness” means any indebtedness
of the taxpayer incurred in connection with
the acquisition by, and transfer to, the tax-
payer of low income housing or, in the ag-
gregate, 90 percent or more of the capital
interest, or the profits interest, of a partner-
ship owning low-income housing to the
extent the indebtedness and interest there-
on meet the requirements contained in
paragraph (3) and the transfer of the low-
income housing or such partnership inter-
ests meets the following requirements:

(A) The United States Department of
Housing and Urban Development, the
United States Farmers Home Administra-
tion, or a State or local housing authority
has approved the transfer pursuant to laws,
regulations or procedures governing the
transfer of physical assets.

(B) Within 24 months after such transfer,
(i) the new owner of the low income housing
has made all improvements and met all fi-
nancial requirements called for by the
United States Department of Housing and
Urban Development, the United States
Farmers Home Administration, or the State
or local agency as a condition of such ap-
proval, and (ii) the low income housing
meets the housing quality standards pre-
scribed by the Department of Housing and
Urban Development for existing housing
under section 8 of the United States Hous-
ing Act of 1937.

(C) The low-income housing or such part-
nership interests have been owned by the
transferor for at least twelve months, or
were acquired by the taxpayer pursuant to a
purchase, assignment or other transfer from
the United States Department of Housing
and Urban Development, the United States
Farmers Home Administration or any State
or local housing authority,

(3) OTHER REQUIREMENTS.—Interest on
qualified indebtedness shall not be deducti-
ble to the extent that (A) such interest ex-
ceeds two percentage points above the
annual rate established under section 6621
(interest on underpayments of tax) at the
time of the transfer, and (B) such interest
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accrues for a period of longer than fifteen
years and six months.

(4) RECAPTURE OF INTEREST DEDUCTION.—If,
at the end of the period described in para-
graphs (2) (B), all or any portion of the ac-
crued interest on the qualified indebtedness
is not paid by the taxpayer, then gain shall
be recognized to the taxpayer to the extent
of the lessor of—

(A) the amount of all prior interest deduec-
tions taken on such qualified indebtedness,
or

(B) the amount of such accrued interest
which is not paid by the taxpayer.

/ Such gain shall be treated as ordinary
income.

(5) DEFINITION OF LOW-INCOME HOUSING.—
For purposes of this subsection, low-income
housing means property described in clause
(i), (ii), (iii) or (iv) of section 1250(aX1XB).

(6) PERIOD OF APPICABILITY.—The provi-
sions of this subsection shall apply only to
qualified indebtedness incurred on or before
December 31, 1987, or incurred pursuant to
a contract which was binding on December
31, 1987, and at all times thereafter.

Mr. CRANSTON. Mr. President, I
send to the desk a bipartisan amend-
ment to the *“deficit reduction pack-
age"” cosponsored by my distinguished
colleagues, Senators RIEGLE, SASSER,
Dobpp, and HAWKINS.

A number of proposed changes have
been included in the Finance Commit-
tee's “deficit reduction package” to
help foster the rehabilitation of the
Nation's existing low- and moderate-
income housing stock. However, I be-
lieve that the proposal changing the
manner in which deferred payments
are treated under the IRS code will
have a chilling effect on the ability to
attract private capital to preserve and
rehabilitate the Nation's low- and
moderate-income housing stock. These
provisions would dry up private sector
investment in low-income housing at
the very time when it is needed most—
when Federal programs for construc-
tion of privately owned low-income
housing and Federal funds for direct
subsidies to private owners of low-
income rental property have been vir-
tually eliminated.

The Finance Committee’'s proposals
require sellers to pay taxes on the
transfer of low-income housing where
no cash has been received and they
curtail the depreciation and interest
deductions by the buyers of such hous-
ing. If the proposals in the pending
amendment No. 2902 are enacted,
many owners of deteriorating low-
income multifamily housing that are
desperately in need of cash infusion
for repairs and of cash reserves will
elect to retain these projects in their
deteriorated state rather than incur a
highly adverse tax liability.

The equity resyndication process
with the favorable tax conseguences
of the present law is currently the
only means that the Federal Govern-
ment has of making new cash avail-
able for repairs into projects. This re-
syndication process will be seriously
curtailed by the committee proposal
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and will result in abandonment and
further deterioration of multifamily
housing. Additionaly, it will produce
increased defaults on federally insured
mortgages at a direct cost to the Fed-
eral Government that may exceed any
revenue gain produced by the measure
and may force the Government to au-
thorize spending for repair and
upkeep of these projects.

My colleagues and I feel strongly
that a measure of this kind will have a
serious financial impact on the ability
of the Government to protect and
maintain the character of the low- and
moderate-income housing stock and
should not be adopted without a thor-
ough review by the Senate committees
involved.

Therefore, we are requesting that
the Finance Committee accept an
amendment to exempt low- and mod-
erate-income housing from the provi-
sions adopted by the Finance Commit-
tee with respect to the treatment of
interest attributable to deferred pay-
ments for a 3-year period so that the
Housing Subcommittee of the Senate
Banking Committee and the Finance
Committee can hold joint hearings to
fully review this matter in a compre-
hensive way.

We have carefully tailored our ex-
emption amendment so that the ten-
ants of existing projects will benefit
while preserving the ‘“original issue
discount rules” reform in the Finance
Committee amendment 2902, The rev-
enue losses are very small in this pro-
gram under present law compared to
the benefits of assuring that low-
income housing remains in good repair
and is kept as low-income housing
rather than converted to other uses.

We believe that short-term consider-
ations must not be permitted either to
jeopardize the Nation’s enormous in-
vestment in decent, low- and moder-
ate-income housing or to increase the
long-term unnecessary cost to the tax-
payer.

I ask unanimous consent that an ex-
planation of my amendment be print-
ed in the RECORD.

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

EXPLANATION OF SENATOR ALAN CRANSTON

AMENDMENT

1. Exempt low income housing from all of
the provisions adopted by the Senate Fi-
nance Committee with respect to the treat-
ment of interest attributable to deferred
payments.

2. Low income housing is defined as prop-
erty described in clause (i), (ii), (iii) or (iv) of
Section 1250(aX1XB) of the Code.

3. Anti-Abuse Provisions.—

A. HUD, FmHA, or a State or Local Hous-
ing Agency must approve the transfer pur-
suant to laws, regulations or procedures gov-
erning the transfer of physical assets.

B. Within 24 months after such transfer,
(i) the new owner of the property must
make all improvements to the property and
meet all financial requirements called for by
HUD, PmHA, or the State or Local agency
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as a condition of such approval, and (ii) the
property must meet the housing quality
standards prescribed by HUD for the Sec-
tion 8 existing housing program.

C. The property must have been owned by
the transferor for at least 12 months, or
have been acquired by the taxpayer pursu-
ant to a purchase, assignment or other
transfer from HUD, FmHA or any State or
Local housing authority.

D. Interest may not accrue for a period
longer than 15 years, six months. If after
this period, the accrued interest is not paid,
all prior deductions taken for such accruals
will be recaptured and taxed as ordinary
income at that time.

E. The rate at which interest may accrue
may not exceed the IRS deficiency rate in
effect at the time the debt is incurred, plus
two (2) percentage points.

4. Sunset.—This exemption will be appli-

cable only to transfers wheh have occurred,
or with respect to which a binding contract
has been entered into, on or before Decem-
ber 31, 1987.
@ Mr. RIEGLE. Mr. President, I am
pleased to join the distinguished Sena-
tor from California in offering this
amendment.

Our amendment would delay for 3
yvears the effective date of a provision
that threatens to damage much of this
Nation's housing for low- and moder-
ate-income people. It also includes pro-
visions designed to prevent abuses that
have been identified by the Finance
Committee.

Our amendment could save the tax-
payers $160 million over the next 3
years. It would enable the Banking
and Finance Committees to hold hear-
ings and arrive at prudent ways to im-
prove the financing of low- and moder-
ate-income housing.

Mr. President, our amendment is
necessary because the House bill and
the Senate Finance Committee
amendment, as it now stands, contain
the same troublesome language. If this
amendment is not adopted, there will
be no opportunity in conference to
correct the problem.

I note that our amendment is sup-
ported by a broad coalition of organi-
zations: The National Housing Part-
nership, the Coalition for Low and
Moderate Income Housing, the Na-
tional Housing Rehabilitation Associa-
tion, the National Low Income Hous-
ing Coalition, the National Leased
Housing Association, the Council for
Rural Housing and Development, the
Council of State Housing Agencies,
and the National Urban League.

Mr. President, the Finance Commit-
tee amendment proposes to change
the tax treatment of interest on loans
offered with an original issue discount
(OID). In general, present law requires
both borrowers and lenders to allocate
interest similarly over the life of the
loan. An exception is provided, howev-
er, in certain cases, including loans
made as part of a transfer of physiecal
assets that are not publicly traded.
Under that exception, a borrower may
deduct interest on an acccrual basis
while the lender does not have to
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report interest income until it is re-
ceived in cash, perhaps several years
later.

The committee amendment would
remove the exception, beginning in
1985, for transactions involving non-
traded property, such as multifamily
rental housing.

Mr. President, I support reforms of
the Tax Code that limit abuse and
reduce the Federal deficit. I do not
object to the committee’s amendment
as it applies to most property sales.
However, the committee’'s proposal
creates a serious problem if it sudden-
ly applies to sales of housing for low-
and moderate-income people.

I want to point out that low- and
moderate-income housing accounts for
only a small portion—less than 10 per-
cent—of the revenue increases that
the committee projects will result
from its proposed change in the OID
rules.

In addition, according to conserva-
tive estimates, the committee amend-
ment would force HUD to incur costs
that more than offset the hoped-for
revenue gains. That is, the committee
amendment as now written would help
increase the deficit, not reduce it.

This loss to the Federal Government
would occur because of financial char-
acteristics that are peculiar to housing
for low- and moderate-income people.
Programs to assist such housing usual-
ly limit cash payments to owners, so
investors are attracted primarily by
tax benefits. When owners of low-
income housing exhaust those tax
benefits, typically after several years,
they have little incentive to invest
more money in a project for repairs or
renovations.

Under current law, virtually the only
way to bring new investment into such
a project is to transfer ownership to a
new group of investors. The Finance
Committee amendment would largely
prevent that refinancing. As a result,
many low-income housing units will be
left to deteriorate and more projects
will sink into default.

Deterioration of these apartments,
Mr. President, would cause needless
harm to current tenants. It would
cause a great loss of decent, affordable
housing, and squander a huge national
investment.

In addition, projects that go into de-
fault, hit the FHA insurance fund and
State housing agencies with heavy fi-
nancial losses.

Mr. President, I have a table show-
ing that adoption of our amendment
to exempt low-income housing from
the Committee’s OID proposal would
reduce the deficit by an estimated $78
million in fiscal year 1985, $53 million
in fiscal year 1986, and $29 million in
fiscal year 1987. I ask unanimous con-
sent to have this table printed in the
Recorp at the conclusion of my re-
marks.
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Mr. President, over the years, Con-
gress has tried to provide decent hous-
ing for low- and moderate-income
people through a complex, interrelat-
ed set of subsidies, tax incentives and
regulatory measures. Undoubtedly,
that system can be improved. But we
should not make a major change in
one part of the system without consid-
ering how it affects the whole.

In this case, the Finance Commit-
tee's effort to bring coherence to tax
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policy would have a devastating effect
on housing policy—an effect that I do
not believe Congress intends. Our
amendment would give Congress time
both to balance the concerns of tax
policy and housing policy and to find a
way to more prudently reduce the def-
icit.

1 feel strongly that short-term con-
siderations must not be permitted
either to jeopardize the Nation’'s enor-
mous investment in decent, low-
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income housing or to increase long-
term costs to the taxpayers. That is
why I believe our amendment is im-
portant.

I urge my colleagues to support it,
and I hope the chairman and ranking
minority member of the Finance Com-
mittee will accept it.

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

BUDGET RECONCILIATION—NET REVENUE EFFECT ON FEDERAL GOVERNMENT OF ADOPTION OF EXEMPTION FOR EXISTING LOW-INCOME HOUSING FROM DEFERRED PAYMENT PROVISIONS
ADOPTED BY HOUSE WAYS AND MEANS COMMITTEE AND SENATE FINANCE COMMITTEE

[Doliar amounts in mifions]

Fiscal yeat—
1985

1983*

1984 1986 1587

Sfmtu! lPls"
Subsidized TPA's....

Income: tax paid by sellers®? .
Inmm;uh;l {Mmedhmhws}“‘

Fiscal year 1986....
Fiscal 1’::: 1967....

Savings pmbed for HUD mgnmem program s

Net Federal Deficil Reduction

s (45,000)
{22,000}

(50,000
(25,000}

$84.785
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(60,000)
(27,500)

{30,000)
$103.626
(46.405)

{57.178)
. (B6.868)

(62,500)
131,250)

$113.047
(39.381)
(51.561)
(63.556)
(72.947)

(114.989)
144.375
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{52,000)
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(18858)  (67.425)
96.250 120 UDG

77666 32575

005
75,000

105.075

*The deferred payment
present law and which not be reduced il these deferred
** TPA=Transter ol Physical Assets

provisions are enacled. For laler years,

anm asaum tax rate 36 pemem (including Capital Gain and Recapture)
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* Effect from accrual of interest at 10 percent simple and ACRS 15 year

tion.
Sin fiscal year 1982, Smﬂmbmtmmmuﬂilnwuszwiuwlmﬂmfﬁilm In fiscal

ned if refinancing
WU stnated cus of $15000

M
L 2
. 6,000 units at $20,000 per unit; and for fiscal year 1987,

yexl‘.m EDOBmlsme
pmpmﬂleglsla‘hm
would not have been assigned
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5,250 units at $23,100 per unit.

Jm adopted by the House afd Senate Commitiees do not apply Io sales prioe to Jan. 1, 1385, Accordingly, the figures for fiscal years 1983 and 1984 represent savings of Federal revenue which exist under
payment the Federal revenue gains will only exist il an exemption for

Ihese deferred payment rules s adopled

rom fiscal year 1983 on 22,500 unils, fiscal year 1984 on 25000 unils, fiscal year 1985 on 27,500 umits, fiscal year 1986 on 30000 wnils, fiscal year 1987 on 31250 units

unit cost in Federal revenves, HUD est unates

m! at an average $23,300
the Finance Commiltee is mactads?ﬂ
per unit;

ays and Means Committee

nteml law were retained, Similarly, for fiscal year 1985, 5,500 units at §17,

Total Federal  Mel increase in
cost under Federal costs
proposed  under proposed

Assigned

$115,200,000 .
140,000,000 .
37,500,000
148,750,000  $96,250,000
200,000,000 120,000,000
264495000 144 3?5000

435,625,000

"Wﬂmmm.mmmp!’mmw:mthﬁdaﬁﬁuﬂwmhlb&mmleﬂmmmmm
HUD estimates that 50 percent of the subsidized TPA's where equity is refinanced under
per unit in Federal revenves would be Saved, ie., $13,750.000. Similarly, for fiscal year 1

mszmmrerummmm chart are other items such as rﬁtmal
contribute per capital improvements. Therefore,
($15,000,000); and for fiscal year 1987, 15,625 wnits ($15,625,000).@

KENNEDY AMENDMENT NOS.
2908 THROUGH 2913

(Ordered to lie on the table.)

Mr. KENNEDY submitted six
amendments to amendment No. 2902
proposed by Mr. DoLE (and Mr. LoNG)
to the bill H.R. 2163, supra, as follows:

AMENDMENT No. 2908
STRIKE INCREASE IN PART B PREMIUM (SEC.
201)

On page 1199, beginning with line 4, strike
all through line 17 on page 1201.

STRIKE INDEXING OF PART B DEDUCTIBLE (SEC.
918)

On page 1226, beginning with line 21,
strike all through line 4 on page 1228.

capital improvements needs and rhhguum
present lax law, for fiscal year 1985, 13,750 units at §1,

STRIKE 1-MONTH DELAY IN MEDICARE
ENTITLEMENT (SEC. 902)
On page 1201, beginning with line 18,
strike all through line 25 on page 1202.

AMENDMENT No. 2809
Strike out section 901.

AMENDMENT No. 2010
Strike out section 916.
AMENDMENT No. 2011
Strike out section 902.
AMENDMENT No. 2912
On page 1209, at the end of section 904,
strike out the guotation marks and the

second period, and insert at the end of such
section the following:

1 tax laws
6, 15,000 units

“(13)A) During the 24-month period be-
ginning July 1, 1984, the Secretary shall
monitor physicians in order to determine
with respect to any physician—

“(i) the proportion of a physician's claims
under this part which are not pursuant to
an assignment under paragraph (3)(ii);

“(ii) the average difference between the
physician’s actual charges and the reasona-
ble charge recognized for purposes of this
part; and

*(iii) any changes in the per capita volume
and mix of services provided to beneficiaries
under this part.

“(B) The Secretary shall establish change
thresholds which shall determine signifi-
cant increases in the elements of cost shift-
ing and cost increase behavior as listed in
subparagraph (A), and the data shall be
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compiled on an individual physician and ag-
gregate basis.

“(C) Information on changes in the ele-
ments monitored, in the aggregate and on
an individual physician basis, shall be peri-
odically made available to Congress and to
the public.

“(D) During the 24-month period begin-
ning on July 1, 1984, any physician who is
found by the Secretary to have significantly
increased the proportion of claims under
this part which are not on the basis of an
assignment described in paragraph
(3XB)ii), or to have significantly increased
the average difference between his actual
charge and the reasonable charge recog-
nized for purposes of this part, shall be sub-
ject to the requirements of subparagraph
(F).

“(E) The Secretary shall notify any physi-
cian found to be subject to this subpara-
graph of the finding made under subpara-
graph (D). Such physician shall be afforded
an opportunity to contest such finding. Any
physician who does not contest such finding
or who is found by the Secretary to be sub-
ject to this subparagraph after such physi-
cian has contested the original finding, may
present a plan to the Secretary for remedy-
ing the significant increase found under
subparagraph (D). If the Secretary deter-
mines that the physician has not presented
such a plan, or has not adhered to the plan
so as to reduce the increase to the point
where it is no longer significant, payment to
such physician under this part for services
provided during the 24 months following
such determination may be made only on
the basis of an assignment described in
paragraph (3XB)X)ii) or section 1870(f)(1).

“{F) Until regulations are issued to imple-
ment this paragraph, the provisions of para-
graph (4) shall not apply."”.

(b) The Secretary of Health and Human
Services shall submit a report to Congress
(prior to September 30, 1986) providing a
full analysis of the scope and nature of cost
shifts and utilization increases in the Medi-
care Part B program, with recommendations
for specific actions Congress could take to
prevent such cost shifts in the future, in
sufficient details to serve as the basis for
legislative action.

(c) In addition to any funds otherwise pro-
vided for fiscal year 1985 for payments to
carriers under agreements entered into
under section 1842 of the Social Security
Act, there are transferred from the Federal
Supplementary Medical Insurance Fund
such additional amounts for payments to
such intermediaries and carriers under such
agreements as may be necessary to conduct
monitoring of physicians under section
1842(b)(13) of the Social Security Act.

AMENDMENT No. 2013

At the appropriate place in the amend-
ment, add the following new section.

ALTERNATIVE MINIMUM TAX FOR CORPORATIONS

Sec. . (a) IN GENERAL.—Section 56 of the
Internal Revenue Code (relating to corpo-
rate minimum tax) is amended to read as
follows:

“SEC. 56. ALTERNATIVE MINIMUM TAX FOR CORPO-
RATIONS.

“(a) Tax Imposep.—In the case of a C cor-
poration, there is imposed (in addition to
any other tax imposed by this chapter) a
tax equal to the excess (if any) of—

“(1) an amount equal to 15 percent of so
much of the corporate alternative minimum
taxable income as exceeds $50,000, over

*(2) the regular tax for the taxable year.
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“(b) CORPORATE ALTERNATIVE MINIMUM
TaxaBLE INcoME.—For purposes of this title,
the term ‘corporate alternative minimum
taxable income’ means taxable income (de-
termined without regard to the deduction
allowed by section 172) of the corporation
for the taxable year increased by the
amount of items of tax preference.

“(c) CREDITS.—

“(1) In GeENERAL.—For purposes of deter-
mining any credit allowable under subpart
B or D of part IV of this subchapter (other
than the foreign tax credit allowed under
section 27(a))—

“(A) the tax imposed by this section shall
not be treated as a tax imposed by this
chapter, and

“¢B) the amount of the foreign tax credit
allowed by section 27(a) shall be determined
without regard to this section.

“(2) FOREIGN TAX CREDIT ALLOWED AGAINST
CORPORATE ALTERNATIVE MINIMUM TAX.—
Rules similar to the rules of section 55(c) (2)
shall apply with respect to the tax imposed
by subsection (a) of this section.

“(d) REcuLAR Tax.—For purposes of this
section, the term ‘regular tax’ means the
tax imposed by this chapter (computed
without regard to this section) for the tax-
able year, reduced by the sum of the credits
allowable under subparts B and D of part IV
of this subchapter. For purposes of the pre-
ceding sentence, the amount of the credits
allowable under such subparts shall be de-
termined without regard to this section.”

(b) CrepiT AcGAINST REGULAR Tax For
Excess oF MINIMUM TAX OVER REGULAR TAX
For Prior YEARs.—Subpart B of part IV of
subchapter A of chapter 1, as amended by
title IV of this Act, is amended by inserting
after section 30 the following new section:

“SEC. 30A. CREDIT FOR EXCESS CORPORATE AL-
TERNATIVE MINIMUM TAX.

“(a) IN GENERAL.—In the case of a C cor-
poration, there shall be allowed as a credit
against the regular tax for the taxable year
an amount equal to the excess alternative
minimum tax credit amount for such year.

“(b) ExcEss ALTERNATIVE Minimum TaAX
CrepiT AMoUNT.—For purposes of this sec-
tion, the term ‘excess alternative minimum
tax credit amount’ means, for any taxable
year—

“(1) the aggregate tax imposed by section
56 for all prior taxable years, reduced by

“(2) the aggregate credit allowed by this
section for all prior taxable years.

For purposes of this subsection, only tax-
able years beginning after December 31,
1983, shall be taken into account.

“(c) APPLICATION WITH OTHER CREDITS.—
The credit allowed by subsection (a) shall
not exceed the regular tax for the taxable
year.

“d) RecuLAarR Tax.—For purposes of this
section, the term ‘regular tax’ has the mean-
ing given such term by section 56(d) but
shall be determined without regard to the
credit allowable by this section.”

(c) AMENDMENTS RELATING TO ITEMS OF TAX
PREFERENCE.—

(1) PREFERENCE FOR MINING EXPLORATION
AND DEVELOPMENT COSTS APPLICABLE TO ALL
coRPORATIONS,—The last sentence of section
57(a) amended by striking out “(5),".

(2) No NET INCOME OFFSET IN DETERMINING
EXCESS INTANGIBLE DRILLING COSTS; PREFER-
ENCE APPLICABLE TO ALL CORPORATIONS,—

(A) IN GENERAL.—Paragraph (11) of section
57(a) is amended by adding at the end
thereof the following new subparagraph:

“(E) NO NET INCOME OFFSET FOR CORPORA-
TIoNS.—In the case of a C corporation, the
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net income referred to in subparagraph (A)
shall be treated as being zero."”

(B) APPLICATION TO ALL CORPORATIONS.—
The last sentence of subsection (a) of sec-
tion 57 is amended by striking out “(11),”.

(3) INTEREST TO CARRY TAX-EXEMPT OBLIGA-
TIONS.—Paragraph (7) of section 57(a) is
amended to read as follows:

“(7T) BAD DEBT RESERVES AND INTEREST ON
DEBT TO CARRY TAX-EXEMPT SECURITIES FOR FI-
NANCIAL INSTITUTIONS.—In the case of a fi-
nancial institution to which section 585 or
593 applies—

“(A) RESERVES FOR LOSSES ON BAD DEBTS.—
The amount by which the deduction allow-
able for the taxable year for a reasonable
addition to a reserve for bad debts exceeds
the amount that would have been allowable
had the institution maintained its bad debt
reserve for all taxable years on the basis of
actual experience.

“(B) INTEREST ON DEBT TO CARRY TAX-
EXEMPT OBLIGATIONS.—The amount of inter-
est on indebtedness incurred or continued to
purchase or carry obligations acquired after
December 31, 1984, the interest on which is
exempt from taxes for the taxable year, to
the extent that a deduction is allowable
with respect to such interest for the taxable
year. For purposes of the preceding sen-
tence, the determination of the indebted-
ness incurred or continued to purchase or
carry tax-exempt obligations shall be in ac-
cordance with section 291(e)1XB)(ii).”

(4) ADDITIONAL ITEMS OF TAX PREFERENCE.—
Subsection (a) of section 57 is amended by
inserting after paragraph (12) the following
new paragraphs:

*(13) DEFERRED DISC INCOME.—In the case
of a C corporation which is a shareholder of
a DISC, the amount which would be deter-
mined under clause (i) of section
995(b)(1XF) with respect to such corpora-
tion if such clause were applied without
regard to ‘one-half of'.

“(14) DEFERRED FsC INCOME.—In the case of
a C corporation which is a shareholder of a
FSC, the corporate shareholder shall in-
clude his pro-rata share of FSC exempt
income.

“(15) AMOUNTS DEPOSITED IN CERTAIN CON-
STRUCTION FUNDS.—In the case of a C corpo-
ration, the amount deposited in any capital
construction fund established under section
607 of the Merchant Marine Act, 1936 or in
any construction reserve fund under section
511 of such Act.

““(16) COMPLETED CONTRACT ACCOUNTING.—
In the case of a C corporation, with respect
to a long-term contract all of which was not
subject to the regulations required by sec-
tion 229 of the Tax Equity and Fiscal Re-
sponsibility Act of 1982, the amount by
which the deduction for the taxable year
with respect to such contract exceeds the
amount which would have been allowable
with respect to such contract had such regu-
lations applied to all of such contract.

“(17) MOTOR CARRIER OPERATING RIGHTS.—
In the case of a C corporation, the amount
by which the amount allowable as a deduc-
tion by reason of section 266 of the Econom-
ic Recovery Tax Act of 1981 (relating to de-
duction for motor carrier operating author-
ity) with respect to any authority for the
taxable year exceeds the amount which
would have been allowable with respect to
such authority for such year without regard
to such section.”

*(18) DEFERRED INCOME OF CONTROLLED FOR-
EIGN SUBSIDIARY OF U.S. CORPORATION.—In
the case of a C corporation, the amount
would be the income of any foreign corpora-
tion determined according to rules substan-
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tially similar to those applicable to domestic
corporations, for any taxable year, reduced
by the amount included in U.S. sharehold-
ers’ income under section 951, and—

“(A) shall not include any item of income
which is effectively connected with the con-
duct by such corporation of a trade or busi-
ness within the United States unless such
item is exempt from taxation (or is subject
to a reduced rate of tax) pursuant to a
treaty obligation of the United States; and

“(B) shall not include any amount of
income which could not have been distribut-
ed by such corporation because of currency
or other restrictions or limitations imposed
under the laws of any foreign country.

*(19) ACCELERATED DEPRECIATION OF PROPER-
1Y¥.—In the case of a C corporation, the
amount by which the amount allowable as a
deduction by reason of section 168 for the
taxable year exceeds the amount which
would have been allowable for the recovery
property (as defined in section 168(c)) under
the following schedule:

“(A) 3-year property, there would be no
preference,

*“(B) 5-year property with a present class
life (as defined by section 168(g)) of less
than or equal to 8 years, there would be no
preference.

“(C) 5-year property with a present class
life of greater than 8 ears and less than 14
years, the amount st all be determined by
use of the straight-line method (with a half-
year convention and without regard to sal-
vage value) over a recovery period of 8
Years.

“(D) 5-year property with a present class
life of 14 or more years, the amount shall be
determined by use of the straight-line
method (with a half-year convention and
without regard to salvage value) over a re-
covery period of 10 years.

“(E) 10-year property, the amount shall be
determined by use of the straight-line
method (with a half-year convention and
without regard to salvage value) over a re-
covery period of 10 years.

“(F') 15-year public utility property, the
amount shall be determined by use of the
straight-line method (with a half-year con-
vention and without regard to salvage
value) over a recovery period of 15 years.

“(G) 15-year real property, the amount
shall be determined by the use of the
straight-line method (on the basis of the
number of months in such year during
which the property was in service and with-
out regard to salvage value) over a recovery
period of 25 years.

(d) REQUIREMENT OF ESTIMATED TaAx Pay-
MENTS.—Paragraph (1) of section 6655(f) (re-
lating to failure by corporation to pay esti-
mated income tax) is amended to read as
follows:

“(1) the sum of—

“CA) the tax imposed by section 11 or
1201(a), or subchapter L of chapter 1,
whichever is applicable, plus

“(B) the tax imposed by section 56, over”.

(e) TECHNICAL AND CONFORMING AMEND-
MENTS.—

(1) Paragraph (9) of section 5T(a) is
amended to read as follows:

*(9) CAPITAL GAINS OF INDIVIDUALS, ETC.—

“(A) IN GENERAL.—In the case of a taxpay-
er other than a corporation, an amount
equal to the net capital gain deduction for
the taxable year determined under section
1202.

‘“¢B) PRINCIPAL RESIDENCE.—For purposes
of -subparagraph (A), gain from the sale or
exchange of a principal residence (within
the meaning of section 1034) shall not be
taken into account.”
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(2) Subsection (b) of section 57 is hereby
repealed.

(3) Subsection (b) of section 58 (relating
to rules for application of part VI) is amend-
ed—

(A) by striking out “$10,000” and inserting
in lieu thereof **$50,000", and

(B) by striking out “regular tax deduc-
tions (within the meaning of section 56(c))”
and inserting in lieu thereof “regular taxes
(within the meaning of section 56(d))".

(4) Section 58 is amended by striking out
subsections (d) and (g).

(5) Paragraph (2) of section 443(d) (relat-
ing to adjustment in computing minimum
tax for tax preferences) is amended by strik-
ing out “the $10,000 amount specified in sec-
tion 56 (relating to minimum tax for tax
preferences)” and inserting in lieu thereof
“the $50,000 amount specified in section 56
(relating to corporate alternative minimum
tax)"”.

(6) The table of sections for subpart B of
part IV of subchapter A of chapter 1 (relat-
ing to foreign tax credit, ete.) is amended by
adding at the end thereof the following new
item:

“Sec. 30A. Credit for excess corporate alter-
native minimum tax."”

(7) The table of sections for part VI of
subchapter A of chapter 1 is amended by
striking out the item relating to section 56
and inserting in lieu thereof the following:

Sec. 56. Alternative minimum tax for corpo-
rations.”
(f) ErffFEcTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1984.

WARNER AMENDMENTS NOS.
2914 AND 2915

(Ordered to lie on the table.)

Mr. WARNER submitted two
amendments to amendment No. 2902
proposed by Mr. DoLE (and Mr. LoNG)
to the bill H.R. 2163, supra, as follows:

AMENDMENT No. 2914

On page 1137, strike out lines 11 through
23, and insert in lieu thereof the following:
SEC. 870. DEDUCTIONS FOR CERTAIN EXPENSES IN-

CURRED BY A MEMBER OF A UNI-
FORMED SERVICE, OR BY A MINISTER,
WHO RECEIVES A HOUSING OR SUB-
SISTENCE ALLOWANCE.

(a) IN GENERAL.—Paragraph (1) of section
265 (denying a deduction for payment of
certain expenses relating to tax-exempt
income) is amended by adding at the end
thereof the following sentence: “This sec-
tion shall not apply with respect to any
income of a member of a uniformed service
(within the meaning given to such term by
section 101(3) of title 37, United States
Code) in the form of a subsistence allow-
ance or a quarters or housing allowance, or
to income excluded from gross income of
the taxpayer under section 107 (relating to
rental value of parsonages).”.

(b) EFfFECTIVE DaATE.—The amendment
made by subsection (a) shall apply to tax-
able years beginning after December 31,
1982.

AMENDMENT No. 2915

Page 302, insert after line 14 the following
new section:
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SEC. 95(b) AMENDMENT RELATING TO QUALIFICA-
TIONS FOR EXEMPTION AS VOLUN-
TARY EMPLOYEES' BENEFICIARY AS-
SOCIATIONS DESCRIBED IN PARA-
GRAPH (9) OF SECTION 501(c).

(b) IN GENERAL.—Paragraph (9) of Section
501(¢) is amended to read:

“Voluntary employees' beneficary associa-
tions established by employers, labor
unions, individual employers, or internation-
al, national, multi-state, state or local asso-
ciations of employers exempt from tax
under section 501(c)(3), (5), or (6) and pro-
viding for the payment of life, sick, acci-
dent, or other benefits to the members of
such association or their dependents or des-
ignated beneficiaries, if no part of the net
earnings of such association inures (other
than through such payments) to the benefit
of any private shareholder or individual.”

HAWKINS AMENDMENT NO. 2916

(Ordered to lie on the table.)

Mrs. HAWKINS submitted an
amendment intended to be proposed
by her to amendment No. 2902 pro-
posed by Mr. DoLE (and Mr. LoxNg) to
the bill H.R. 2163, supra; as follows:

On line 11, page 986 of the amendment,
change the period to a comma, and add the
following thereafter: “except that such sub-
section shall not apply to any incentive
stock option granted before September 20,
1984, pursuant to a plan adopted or corpo-
rate action taken by the board of directors
(1); at;lﬁ grantor corporation before March 20,

On line 14, page 986 of the amendment,
delete “March 20, 1984" and insert in lieu
thereof “December 31, 1984".

SPECTER AMENDMENTS NOS.
2917 THROUGH 2921

(Ordered to lie on the table.)

Mr. SPECTER submitted five
amendments to amendment No. 2902
submitted by Mr. DoLE (and Mr. LoNG)
to the bill H.R. 2163, supra, as follows:

AMENDMENT No. 2917

On page 1120, lines 14 and 15, strike out
“and computed under the straight-line
method using a useful life of 40 years".

GOn page 1121, strike out lines 14 through
16.

On page 1121, line 17, strike out “(III)"
and insert in lieu thereof “(II)".

On page 1121, line 23, strike out “(IV)"
and insert in lieu thereof *“(III)".

Beginning on page 1122, line 19, strike out
all through page 1123, line 9.

On page 1126, line 16, strike out the begin-
ning quotation marks.

On page 1126, line 17, strike out the
ending quotation marks and period.

On page 1126, between lines 17 and 18,
insert the following new subsection:

(g) Use oF DWELLING UNIT.—Paragraph (3)
of Section 280A(d) (relating to disallowance
of certain expenses in connection with busi-
ness use of home, rental of vacation homes,
etc.) is amended by adding at the end there-
of the following new subparagraph:

“(E) FAIR RENTAL IN A SALE-LEASEBACK
TRANSACTION.—Any rental that constitutes a
fair rental in a sale-leaseback transaction
pursuant to section 18T(iX2XC) shall be
treated as a fair rental for purposes of sub-
paragraph (A).".

On page 1126, line 18, strike out *(g)" and
insert in lieu thereof “(h)".
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AMENDMENT No. 2918

On page 724 of the matter proposed to be
inserted, between lines 9 and 10, insert the
following:

(d) PREFERENCES IN DISTRIBUTING FEDERAL
FuNDps AND IN AWARDING FEDERAL CoON-
TRACTS.—

(1) IN cENERAL.—Notwithstanding any
other provision of law, the head of each
Federal department, agency, or program
which distributes Federal funds or awards
Federal contracts to any programs, organi-
zations, or local governments shall give the
following preferences in distributing such
funds and in awarding such contracts:

(A) A preference shall be given to any pro-
gram, organization, or local government lo-
cated in, or primarily serving, an enterprise
zone (within the meaning of section
7891(aX(1) of the Internal Revenue Code of
1954) that is described in section
7891(a)2XC)ii) over all other programs, or-
ganizations, or local governments.

(B) A preference shall be given to those
programs or organizations which are part of
the course of action required under section
7891(d) of such Code with respect to an en-
terprise zone over all other programs or or-
ganizations located in, or primarily serving,
such zone.

(C) A preference shall be given to commu-
nity-based organizations located in, or pri-
marily serving, an enterprise zone over all
other organizations so located or so serving
(but only if such preference does not under-
mine any portion of the course of action re-
quired under section 7891(d) of such Code
with respect to such zone.

(2) PREFERENCES IN AWARDING SUBCON-
TRACTS.—The head of each Federal depart-
ment, agency, or program which distributes
Federal funds or awards Federal contracts
shall take such actions as are necessary to
assure that any program, organization, or
local government which is a recipient of
such Federal funds or contracts will give
special consideration to the preferences de-
scribed in paragraph (1) in making any fur-
ther distribution of such funds or in award-
ing any subcontract under such contract.

AMENDMENT NoO, 2919

On page 531 of the matter proposed to be
inserted, beginning with line 21, strike out
all through page 532, line 5.

AMENDMENT No. 2920

On page 182 of the matter proposed to be
inserted, between lines 9 and 10, insert the
following:

SEC. 52. REPEAL OF REDUCTION IN PERCENTAGE
DEPLETION FOR IRON ORE AND COAL.

(a) INn GENERAL.—Subsection (a) of section
291 (relating to 15-percent reduction in cer-
tain preference items) is amended by strik-
ing out paragraph (2) and redesignating
paragraphs (3), (4), and (5) as paragraphs
(2), (3), and (4), respectively.

(b) CONFORMING AMENDMENTS.—

(1) Paragraph (1) of section 281(c) (relat-
ing to special rules involving pollution con-
trol facilities) is amended by striking out
“subsection (a)X5)' and inserting in lieu
thereof “subsection (a)(4)".

(2) Paragraph (1) of section 57(b) (relating
to application with section 291) is amended
to read as follows:

“(1) IN GENERAL.—In the case of any item
of tax preference of an applicable corpora-
tion described in paragraph (4) or (7) of sub-
section (a), only 71.6 percent of the amount
of such item of tax preference (determined
without regard to this subsection) shall be
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taken into account as an item of tax prefer-
ence.”.

(c) EFrrFecTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after the date of enactment
of this Act.

AMENDMENT No. 2921

At the end of title VIII, insert the follow-

ing new section:

SEC. CREDIT FOR CONTRIBU-
TIONS TO JOB TRAINING
ORGANIZATIONS

(a) IN GENERAL.—Subpart A of part IV of

subchapter A of chapter 1 (relating to cred-

its allowable against tax) is amended by in-

serting after section 44L the following new

section:

“SEC. 44M. CHARITABLE CONTRIBU-
TIONS TO QUALIFIED JOB
TRAINING ORGANIZA-
TIONS.

“(a) GENERAL RULE.—There shall be al-
lowed as a credit against the tax imposed by
this chapter for the taxable year an amount
equal to 20 percent of the gqualified job-
training charitable contributions of the tax-
payer for the taxable year.

*“(b) LIMITATIONS.—

“(1) MAXIMUM DOLLAR AMOUNT.—The
amount of the credit allowed under subsec-
tion (a) with respect to any taxpayer shall
not exceed $250,000.

“(2) LIABILITY FOR TAX.—

“(A) INn GeNERAL.—The credit allowed by
subsection (a) for any taxable year shall not
exceed an amount equal to the tax imposed
by this chapter for the taxable year, re-
duced by the sum of the credits allowed
under a section of this subpart having a
lower number designation than this section,
other than credits allowable by sections 31,
39, and 43. For purposes of the preceeding
sentence, the term ‘tax imposed by this
chapter’ shall not include any tax treated as
not imposed by this chapter under the last
sentence of section 53(a).

“(B) CARRYBACK AND CARRYOVER OF UNUSED
CREDIT.—

“(i) ALLOWANCE OF CREDIT.—If the amount
of the credit determined under this section
for any taxable year exceeds the limitation
provided under subparagraph (A) for such
taxable year (hereinafter in this paragraph
referred to as the ‘unused credit year’), such
excess shall be—

“(I) a job-training credit carryback to each
of the 3 taxable years preceding the unused
credit year, and

“(II) a job-training credit carryover to
each of the 15 taxable years following the
unused credit year.

and shall be added to the amount allowable
as a credit by this section for such years. If
any portion of such excess is a carryback to
a taxable year ending before January 1,
1985, this section shall be deemed to have
been in effect for such taxable year for pur-
poses of allowing such carryback as a credit
under this section. The entire amount of
the unused credit for an unused credit year
shall be carried to the earliest of the 18 tax-
able years to which (by reason of subclauses
(I) and (II)) such credit may be carried, and
then to each of the other taxable years to
the extent that, because of the limitation
contained in clause (ii), such unused credit
may not be added for a prior taxable year to
which such unused credit may be carried.
“(il) LamiTaTiON.—The amount of the
unused credit which may be added under
clause (i) for any preceding or succeeding
taxable year shall not exceed the amount by
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which the limitation provided under sub-
paragraph (A) for such taxable year exceeds
the sum of—

“(I) the credit allowable under this section
for such taxable year, and

“(I1) the amounts which, by reason of this
paragraph, are added to the amount allow-
able for such taxable year and which are at-
tributable to taxable years preceding the
unused credit year.

“(c) DEFINITIONS.—For purposes of this
section—

“(1) QUALIFIED JOB-TRAINING CHARITABLE
CONTRIBUTIONS.—The term ‘qualified job-
training charitable contributions’ means an
amount equal to the amount of charitable
contributions to qualified job-training orga-
nizations.

"(2) CHARITABLE CONTRIBUTION.—The term
‘charitable contribution' has the meaning
given to such term by subsection (e¢) of sec-
tion 170.

“(3) QUALIFIED JOB-TRAINING ORGANIZA-
TION.—The term ‘qualified job-training orga-
nization’ means an organization which—

“(A) is described in section 501(c)3); and

“(B) has been certified by the appropriate
regional office of Employment and Training
Administration of the Department of Labor
as providing job training solely to one or
more of the following: handicapped individ-
uals, economically disadvantaged individ-
uals, and displaced workers.

“(4) JoB TRAINING.—The term ‘job train-
ing’ means instruction in vocational and
other skills necessary to obtain employment
or a higher grade of employment.

“(5) HANDICAPPED INDIVIDUAL.—The term
‘handicapped individual’' means any individ-
ual who—

“(A) has a physical or mental disability
which for such individual constitutes or re-
sults in a substantial handicap to employ-
ment; and

“(B) can reasonably be expected to obtain
employment or a higher grade of employ-
ment as a result of job training.

“(6) ECONOMICALLY DISADVANTAGED INDIVID-
UAL.—The term ‘economically disadvantaged
individual’' means any individual who—

“(A) receives cash welfare payments under
a Federal, State, or local welfare program;

‘“(B) has an income, for the 6-month
period before appyling for job training with
a qualified job-training organization,
which—

“(i) would have met the qualifications for
such welfare payments, or

“(ii) if computed on an annual basis,
would not exceed the poverty level estab-
lished by the Director of the Office of Man-
agement and Budget pursuant to section
673(2) of the Omnibus Budget Reconcilia-
tion Act of 1981; or

“(C) is a member of a family which meets
the requirements of subparagraph (A) or
(B).

“(T) DisPLACED WORKER.—The term ‘dis-
placed worker' means any individual who—

“(A) was employed by an establishment—

“(i) on a full-time basis, and

(i) for at least 1 year;

“(B) was not employed by such establish-
ment in an executive, administrative, or pro-
fessional capacity (as such terms are defined
by the Secretary of Labor under section
13(a)1) of the Fair Labor Standards Act of
1938); and

“(C) is currently unemployed because of—

“(i) a change in the technology of such es-
tablishment, or

“(il) a total or partial closing of such es-
tablishment by reason of competing tech-
nology.
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“(B) ESTABLISHMENT.—The term ‘establish-
ment' means any factory, plant, facility, or
concern engaged in the production of goods
or services, or both.

“(d) SpeciaL RuLes.—For purposes of this
section—

(1) AGGREGATION OF CONTRIBUTIONS.—

“(A) CONTROLLED GROUP OF CORPORA-
TiONS.—In determining the amount of the
credit under this section—

“(i} all members of the same controlled
group of corporations shall be treated as a
single taxpayer, and

“{ii) the credit (if any) allowable by this
section to each such member shall be its
proportionate share of the qualified job-
training charitable contributions giving rise
to the credit.

“(B) ComMmoN cONTROL.—Under regulations
prescribed by the Secretary, in determining
the amount of credit under this section—

“(1) all trades or businesses (whether or
not incorporated) which are under common
control shall be treated as a single taxpayer,
and

“(ii) the credit (if any) allowable by this
section to each such trade or business shall
be its proportionate share of the qualified
job-training charitable contributions giving
rise to the credit.

The regulations prescribed under this sub-
paragraph shall be based on principles simi-
lar to the principles which apply in the case
of subparagraph (A).

“(2) ALLOCATIONS.—

“(A) PASSTHROUGH IN THE CASE OF SUBCHAP-
TER S CORPORATIONS, ETC.—Under regulations
prescribed by the Secretary, rules similar to
the rules of subsections (d) and (e) of sec-
tion 52 shall apply.

“(B) ALLOCATION IN THE CASE OF PARTNER-
sHIPS.—In the case of partnerships, the
credit shall be allocated among partners
under regulations prescribed by the Secre-
tary.".

(b) CONFORMING AMENDMENTS,—

(1) Subparagraph (A) of section 55(c)4)
(relating to credits) is amended by inserting
“44M(b)(2)MA),"” before “53(b)".

(2) Subsection (¢) of section 381 (relating
to items of the distributor or transferor cor-
poration) is amended by adding at the end
thereof the following new paragraph:

“(30) CREDIT UNDER SECTION 44M.—The ac-
quiring corporations shall take into account
(to the extent proper to carry out the pur-
poses of this section and section 44H, and
under such regulations as may be prescribed
by the Secretary) the items required to be
taken into account for purposes of section
44M in respect of the distributor or trans-
feror corporation.”.

(3)A) Section 383 (relating to special limi-
tations on unused investment credits, work
incentive program credits, new employee
credits. alcohol fuel credits, foreign taxes,
and capital losses), as in effect for taxable
years beginning with and after the first tax-
able year to which the amendments made
by the Tax Reform Act of 1976 apply, is
amended—

(i) by inserting "to any unused credit of
the corporation under section
44M(b)2)XB)," after “44G(b)2),"”, and

(ii) by inserting “job-training credits,”
after “employee stock ownership credits,” in
the section heading.

({B) Section 383 (as in effect on the day
before the date of the enactment of the Tax
Reform Act of 1976) is amended—

(i) by inserting “to any unused credit of
the corporation which could otherwise be
carri forward under section

44M(b)(2)(B),” after “44G(b)(2),", and

CONGRESSIONAL RECORD—SENATE

(ii) by inserting *job-training credits,”
after “employee stock ownership credits,” in
the section heading.

(C) The table of sections for part V of sub-
chapter C of chapter 1 is amended by insert-
ing “job-training credits,” after “employee
stock ownership credits,” in the item relat-
ing to section 383.

(4) Subparagraph (C) of section 6511(d)(4)
(defining credit carryback) is amended by
striking out '‘and employee stock ownership
credit carryback” and inserting in lieu
thereof “employee stock ownership credit
carryback, and job-training credit carry-
back™.

(5) Section 6411 (relating to quick refunds
in respect of tentative carryback adjust-
ments) is amended—

(A) by striking out “or unused employee
stock ownership credit" each place it ap-
pears and inserting in lieu thereof “unused
employee stock ownership credit, or unused
job-training credit”’;

(B) by inserting “, by a job-training credit
carryback provided by section 44M(b)2)"
after “by an employee stock ownership
credit carryback provided in section
44G(b)2),"” in the first sentence of subsec-
tion (a);

(C) by striking out “or an employee stock
ownership credit carryback from™ each
place it appears and inserting in lieu thereof
“an employee stock ownership credit carry-
back, or a job-training credit carryback
from”; and

(D) by striking out “research and experi-
mental credit carryback)” in the second sen-
tence of subsection (a) and inserting in lieu
thereof “research and experimental credit
carryback, or, in the case of a job-training
credit carryback, to an investment credit
carryback, a new employee credit carryback,
a research and experimental credit carry-
back, or an employee stock ownership credit
carryback)"”.

(c) CLERICAL AMENDMENTS.—

(1) Subsection (b) of section 6096 (relating
to designation of income tax payments to
Presidential Election Campaign Fund) is
amended by striking out “and 44G” and in-
serting in lieu thereof “44G, and 44M".

(2) The table of sections for subpart A of
part IV of subchapter A of chapter 1 is
amended by inserting after the item relat-
ing to section 44L the following new item:
“Sec. 44M. Charitable contributions to

gualified job-training organiza-
tions.”.

(d) ErfrFecTivE DaTE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1984.

STEVENS (AND OTHERS)
AMENDMENT NO. 2922

Mr. DOLE (for Mr. STevens for him-
self, Mr. MURKOWSKI, Mr. ABDNOR, and
Mr. MATsUNAGA) proposed an amend-
ment to amendment No. 2902 proposed
by Mr. DoLe (for himself and Mr.
Long) to the bill H.R. 2163, supra; as
follows:

On page 714 of the matter proposed to be
inserted, between lines 6 and 7, insert the
following:

“(4) NOMINATION PROCESS FOR CERTAIN
AREAS LOCATED OUTSIDE RESERVATIONS.— An
Indian tribal government may nominate an
area described in subsection (e)(2)C)(iii), in
conjunction with the local government and
the State in which such area is located, for
designation as an enterprise zone.
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On page 716 of such matter, line 18, strike
out “or”.

On page T16 of such matter, line 21, strike
out the period and insert in lieu thereof a
comma.,

On page 716 of such matter, between lines
21 and 22, insert the following:

“(jii) is—

“(I) nominated by the local government
and State government of such area and by
an Indian tribal government, and

“(I1) located entirely within a radius of 50
miles from any point on the border of the
reservation over which such Indian tribal
government has jurisdiction, or

“(iv) is located in Alaska—

“(I) within the jurisdiction of an Indian
tribal government, or

“(II) within a municipality at least 50 per-
cent of the resident population of which (as
determined by the 1980 census of the
United States) consists of Indians, Eskimos,
or Aleuts.

On page T18 of such matter, between lines
11 and 12, insert the following:

“(4) SPECIAL AREAS OUTSIDE RESERVA-
TiONS.—For purposes of this section, any
area described in paragraph (2)XC)dii)
which is designated by an Indian tribal gov-
ernment shall be treated as meeting the re-
guirements of paragraph (3) if any area
within the reservation over which such
tribal government has jurisdiction meets
the requirements of paragraph (3).

“(5) WAIVER UNDER CERTAIN CIRCUM-
STANCES.—The Secretary of Housing and
Urban Development may waive the require-
ments of paragraph (3)(B) for one area in
each State if no area in such State other-
wise meets the requirements of paragraph
(3)(B).

On page 719 of such matter, after line 24,
insert the following:

“(e) SpeciAL AREAS OUTSIDE RESERVA-
TIONS.—A nominated area described in sub-
section (eX2XCXiii) may be designated an
enterprise zone only if the Secretary deter-
mines that a substantial portion of the ben-
efits of such designation will accrue to the
members of the Indian tribe that nominated
such area.

On page T20 of such matter, on line 1,
strike out '‘(e)” and insert in lieu thereof
0 2 oy

On page 721 of such matter, on line 24,
strike out “(f)" and insert in lieu thereof
“(g)".

METZENBAUM AMENDMENT NO.
2923

Mr. METZENBAUM proposed an
amendment to amendment No. 2902
proposed by Mr. DoLE (and Mr. LoNG)
to the bill H.R. 2163, supra; as follows:

On page 558 strike out everything begin-
ning on line 13 through line 15 on page 562
(relating to election of the alternative life
insurance company deduction).

On page 589 strike out everything begin-
ning on line 19 through the end of line 11
on page 590.

On page 590 strike out everything begin-
ning on line 19 through the end of line 6 on
page 591.

On page 592 strike out everything begin-
ning on line 24 through the end of line 14
on page 595.

On page 573, strike out everything begin-
ning on line 20 through the end of line 20
on page 574.
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On page 655 strike out everything begin-
ning on line 10 through the end of line 4 on
page 656.

On page 552, strike lines 10 through 14
and insert in lieu thereof:

(a) Special Life Insurance Company De-
duection.—

(1) In general.—For purposes of section
804, the special life insurance deduction for
any taxable years is the applicable percent-
age (determined in accordance with the
table contained in paragraph (2) of the
excess of the tentative LICTI for such tax-
able year over the small life insurance de-
duction (if any)).

(2) Applicable percentage.—For purposes
of paragraph (1)—

In the case of taxable The applicable percent-
years beginning in or age is:
with:
1984 20
1985 15
1986
1987
1988 and thereafter 0

On page 656 strike out everything begin-
ning on line 18 through the end of line 23
on page 657.

On page 658 strike out everthing begin-
ning on line 15 through the end of line 23
on page 658.

On page 646 strike out everything begin-
ning on line 1 through the end of line 16 on
page 654.

CHAFEE (AND OTHERS)
AMENDMENT NO. 2924

Mr. CHAFEE (for himself, Mr. Ma-
THIAS, and Mr. WEICKER) proposed an
amendment to amendment No. 2902
proposed by Mr. DoLE (and Mr. LONG)
to the bill H.R. 2163, supra; as follows:

At the appropriate place in the pending
amendment, add the following:

SEC. . DELAY OF COST-OF-LIVING ADJUSTMENT
TO 1988.

{a) In GENERAL.—Subsection (f) of section
1 of the Internal Revenue Code of 1954 (re-
lating to adjustments in tax tables so that
inflation will not result in tax increases) is
amended—

(1) by striking out “1984" in paragraph (1)
and inserting in lieu thereof “1987", and

(2) by striking out "“1983" in paragraph
(3XB) and inserting in lieu thereof “1986".

(b) CoNFORMING AMENDMENT.—Subsection
(e) of section 104 of the Economic Recovery
Tax Act of 1981 is amended by striking out
“1984" and inserting in lieu thereof “1987".

DeECONCINI AMENDMENTS NOS.
2925 AND 2926

(Ordered to lie on the table.)

Mr. DeCONCINI submitted two
amendments intended to be proposed
by him to amendment No. 2902 pro-
posed by Mr. DoLE (and Mr. Loxng) to
the bill H.R. 2163, supra; as follows:

AMENDMENT No. 2925

At the appropriate place, add the follow-
ing new section:

“Sec. . (a) The Secretary of the Treas-
ury is authorized and directed to admit free
of duty any article provided by the Max
Planck Institute for Radioastronomy of the

Federal Republic of Germany to the joint
astronomical project being undertaken by

the Steward Observatory of the University
of Arizona and the Max Planck Institute for
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the construction, installation, and operation
of a sub-mm telescope in the State of Arizo-
na, provided that such article satisfies each
of the following conditions:

(1) Such article qualifies as “instruments
and apparatus” under Headnote 6(a) of
Schedule 8, Part 4, TSUS, 19 U.S.C. Section
1202 (1970); 80 Stat. 897.

(2) No instruments or apparatus of equiva-
lent scientific value for the purposes for
which such article is intended to be used is
being manufactured in the United States.
For purposes of this condition, scientific
testing equipment provided by the Max
Planck Institute and necessary for aligning,
calibrating, or otherwise testing an instru-
ment or apparatus shall be considered to be
part of such instrument or apparatus.

(b) The University of Arizona and/or the
Max Planck Institute shall submit to the
U.S. Customs Service and to the Interna-
tional Trade Administration descriptions of
the articles sought to be admitted free of
duty containing sufficient detail to allow
the U.S8. Customs Service to determine
whether subsection (a)(1) is satisfied and
the International Trade Administration to
determine whether subsection (a)2) is satis-
fied. The descriptions may be submitfed in a
single or in several submissions to each
agency, as the University of Arizona and the
Max Planck Institute shall deem appropri-
ate during the course of the project. The
U.8. Customs Service and the International
Trade Administration are directed to make
their respective determinations within
ninety (90) days of the date that they have
received a sufficient submission with respect
to an article or articles.

(c) The Secretary of the Treasury is au-
thorized and directed to readmit free of
duty any article admitted free of duty under
subsection (a) and subsequently returned to
the Federal Republic of Germany for
repair, replacement, or modification.

(d) The Secretary of the Treasury is au-
thorized and directed to admit free of duty
any repair components for articles admitted
free of duty under subsection (a).

(e) If any article admitted free of duty
under subsection (a) is used for any purpose
other than the joint project within five
years after being entered, duty on the arti-
cle shall be assessed in accordance with the
procedures established in Headnote 1 of
Schedule 8, Part 4, TSUS, 19 U.S.C. Section
1202 (1970); 80 Stat. 897.

(f) The provisions of subsection (a) shall
apply with respect to articles entered for
consumption before November 1, 1993.

AMENDMENT No. 2926

At the end of the amendment, add the fol-
lowing:

SEC. . EXCLUSION FROM GROSS INCOME OF CER-
TAIN MORTGAGE DISCHARGES MADE
IN 1982 OR 1983.

(a) ExcLusioN FroM GROSS INCOME.—

(1) INn GENERAL.—For purposes of applying
the Internal Revenue Code of 1954, gross
income of an individual shall not include
income from any discharge of qualified
mortgage indebtedness which occurred in
calendar year 1982 or 1983.

(2) LimitaTion.—The amount excludible
from gross income under paragraph (1)
shall not exceed the adjusted basis of the
taxpayer (as of the close of taxable year in
which the discharge of indebtness occurred)
in the principal residence with respect to
which the qualified mortgage indebtedness
was incurred.

(b) REpucrion oF BAsis IN PRINCIPAL RESI-
DENCE.—For purposes of applying the Inter-
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nal Revenue Code of 1954, the basis of the
taxapayer in his principal residence shall be
reduced (but not below zero) by the amount
of any discharge of qualified mortgage in-
debtedness incurred with respect to such
residence which is excluded from gross
income by reason of subsection (a).

() Gain TrReaTY AS ORDINARY INCOME.—
Notwithstanding any provision of the Inter-
nal Revenue Code of 1954, any gain recog-
nized from the disposition of the principal
residence of the taxpayer shall be treated,
for purposes of such Code, as ordinary
income to the extent such gain does not
exceed the amount of the reduction made to
the basis of the taxpayer in such residence
(or to the basis of the taxpayer in any other
residence that is taken into account in de-
termining the basis of the taxpayer in such
residence) by reason of subsection (b).

(d) DeFinITIONS.—FoOr purposes of this sec-
tion—

(1) Qualified mortgage indebtedness.—The
term ‘“‘qualified mortgage indebtedness”
means indebtedness incurred by an individ-
ual in—

(A) acquiring the principal residence of
such individual (within the meaning of sec-
tion 1034), or

(B) making improvements to such princi-
pal residence (but only if the costs of such
improvements are taken into account in de-
termining the basis of the taxpayer in such
principal residence).

(2) Principal residence.—The term *'prinei-
pal residence"” has the meaning given to
such term by section 1034.

SEC. . TEMPORARY SUSPENSION OF REVENUE
RULING 82-202.

The Internal Revenue Code of 1954 shall
be applied with respect to any discharge of
qualified mortgage indebtedness (within the
meaning of section 1(d)(1)) which occurs in
calendar year 1984 without regard to—

(1) Revenue Ruling 82-202, or

(2) any other revenue ruling, regulation,
or decision reaching the same results as, or
a result similar to, the result set forth in
Revenue Ruling 82-202.

SEC. . LEGISLATION CONCERNING DISCHARGE OF
QUALIFIED MORTGAGE INDEBTED-
NESS.

It is the sense of the Congress that legisla-
tion be enacted during the Ninety-eighth
Congress which—

(1) addresses the Federal income tax con-
sequences presented by any discharge of
qualified mortgage indebtedness (within the
meaning of section 1(dX1)) that results
from prepayment of a portion of such in-
debtedness, and

(2) applies with respect to any discharge
of qualified mortgage indebtedness that
occurs after December 31, 1983.

DECONCINI (AND GOLDWATER)
AMENDMENT NO. 2927

(Ordered to lie on the table.)

Mr. DECONCINI (for himself and
Mr. GOLDWATER) submitted an amend-
ment intended to be proposed by them
to amendment No. 2902 proposed by
Mr. DoLE (and Mr. Long) to the bill
H.R. 2163, supra, as follows:

Insert after line 4 on page 133 the follow-
ing new subsection (h) of section 28 and re-
?ne:};pnt.e the succeeding subsections accord-

(h) OBLIGATIONS ACQUIRED BY CERTAIN
Lenpine CompaNIEs.—Section 1272 of such
Code (as added by section 25) shall not
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apply to any obligation acquired by a corpo-
ration (other than a financial institution to
which section 585, 586 or 593 applies) before
January 1, 1986, if—

(1) the corporation was at all times during
the period beginning two years prior to the
date of the enactment of this Act and
ending on the date of such acquisition, en-
gaged in the active and regular conduct of
the business of making loans,

(2) such obligation is acquired by the cor-
poration in the ordinary course of its busi-
ness of making loans,

(3) such obligation is not a capital asset in
the hands of the corporation, and

(4) the issuer and the corporation are not
related persons [within the meaning of sec-
tion 267(b)] or engaged in trades or busi-
nesses under common control [within the
meaning of section 52(a)l.

PERCY AMENDMENT NO. 2928

(Ordered to lie on the table.)

Mr. PERCY submitted an amend-
ment intended to be proposed by him
to amendment No. 2902 proposed by
Mr. DoLE (and Mr. LonNcg) to the bill
H.R. 2163, supra; as follows:

On page 531 of the matter proposed to be
inserted, strike out lines 1 through 20.

Mr. PERCY. Mr. President, in its ef-
forts to provide us a much-needed def-
icit reduction package, the Senate Fi-
nance Committee has approved one
measure that I believe would have ex-
actly the opposite effect. It would cut
U.S. export sales, U.S. jobs, and even
U.S. tax revenues.

I am referring to the proposal to
make incomes earned by Americans
overseas a tax preference item subject
to a 20-percent minimum tax. The Fi-
nance Committee's proposal would cut
in half the exemptions and deductions
granted Americans overseas—exemp-
tions enacted just 2 years ago. This re-
versal of tax policy would add between
$10,000 and $15,000 or more in taxes
annually for most of those overseas.
Americans overseas are generally pro-
vided additional sums by their employ-
ers to compensate for services they
would normally receive at home, such
as education for their children, and to
compensate for substantially higher
living and housing costs.

Other countries generally do not tax
incomes earned by their citizens
abroad. As a result, they have become
more competitive in world markets.
They have found that what they for-
give in taxes on personal incomes they
make up many times over in tax reve-
nues on foreign sales. Many govern-
ments, in fact, add sweeteners in the
form of subsidies which they figure
they easily recoup by beating the com-
petition on price.

With our mounting trade and budget
deficits, we need to have large num-
bers of Americans in world markets to
help promote, sell and deliver U.S.
goods and services. The health of our
economy in the future depends on it.
But in light of common international
tax practice, we cannot do that if we
insist on what amounts to a self-im-
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posed tariff that simply prices Ameri-
can companies out of business.

Current law governing the tax treat-
ment of Americans overseas was de-
signed specifically to get more Ameri-
cans into the international markets to
help create jobs here at home. In Illi-
nois, we have a large number of com-
panies that have long been selling
abroad and whose international sales
can account for anywhere from 5 per-
cent to 50 percent or more of all sales.

That means jobs in Illinois. And that
means tax revenues to help close the
current budget deficits.

Current law is the product of four
years of intensive study and debate
and congressional hearings. We has
seen independent studies by the Gen-
eral Accounting Office, the President’s
Export Council, the Georgetown
Center for Strategic and International
Studies, Chase Econometrics, McGraw
Hill and others, that all reached essen-
tially the same conclusion: The conclu-
sion is that improvident U.S. taxes on
American overseas income push Amer-
ican prices up and result in a loss of
sales and a corresponding loss of tax
revenues that far exceeds anything
gained by taxing American foreign
earned income.

The Treasury Department says that
the minimum tax proposal as applied
to foreign earned income will gain $5
million in 1985 and $28 million in 1986.
But I think those modest gains are in-
significant when compared to the po-
tential losses in American jobs and
overseas contracts. It would make us
the only country in the world that
seems prepared to protect its competi-
tion abroad by applying a tax or tariff
that goes against our own interests.

I note that the Treasury Depart-
ment is required by law to submit a
report in 1985 on the effects of the re-
forms governing the tax treatment of
Americans overseas which took effect
in 1982. We should wait at least until
then. I do not think we should chance
current law bearing on the tax treat-
ment of overseas Americans which has
been in effect for less than 2 full tax
years without careful review. Too
much is at stake.

Foreign markets will not just come
to us. If Americans are not out in the
world marketplace in force and with
whatever it takes to compete, we
cannot expect to get our share. The
issue is whether or not we are going to
compete effectively for foreign sales to
create new jobs in our domestic econo-
my or abandon the sales and the jobs
to others.

It is for that reason, unless their is a
comparable committee amendment of-
fered, I will offer an amendment to
strike Section 183 of the Deficit Re-
duction Act of 1984, foreign earned
income exclusion treated as preference
item.
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DECONCINI (AND OTHERS)
AMENDMENT NO. 2929

(Ordered to lie on the table.)

Mr. DeConcini (for himself, Mr.
D’AmaTto, Mr. Tsoncas, Mr. MURKOW-
sKI1, Mrs. HAwkINs, Mr. HUDDLESTON,
Mr. PRESSLER, Mr. RANDOLPH, Mr. SAR-
BANES, Mr. Sasser, Mr. RorH, Mr.
JEPSEN, Mr. MELCHER, Mr, LAUTENBERG,
and Mr. WEICKER) submitted an
amendment intended to be proposed
by them to amendment No. 2902 pro-
posed my Mr. DoLE (and Mr. LoNG) to
the bill H.R. 2163, supra; as follows:

On page 906 of the matter proposed to be
inserted, between lines 3 and 4, insert the
following:

SEC. 722. SENSE OF THE SENATE REGARDING PER
CAPITA LIMITATION,

It is the sense of the Senate that no per
capita limitation be imposed on the amount
of industrial development bonds (within the
meaning of section 103(b)2) of the Internal
Revenue Code of 1954) which are treated as
described in section 103(a) of such Code.

NOTICES OF HEARINGS

SUBCOMMITTEE ON AGRICULTURAL PRODUC-
TION, MARKETING AND STABILIZATION OF
PRICES
Mr. COCHRAN. Mr. President, I

wish to announce that the Subcommit-

tee on Agricultural Production, Mar-
keting, and Stabilization of Prices has
scheduled a hearing on Thursday,

April 12 at 2 p.m. in room SR 328-A.
The hearing is on S. 2546, to extend

through September 30, 1988, the

period during which amendments to
the United States Grain Standards Act
contained in section 155 of the Omni-

bus Budget Reconciliation Act of 1981

remain effective, and for other pur-

poses.
Anyone wishing further information
please contact the Agriculture Com-

mittee staff at 224-0014 or 224-0017.

ADDITIONAL STATEMENTS

S. T07—DOMESTIC CONTENT
LEGISLATION

® Mr. ANDREWS. Mr. President, the
United States and American farmers
have benefited greatly from the
present system of international trade
defined by the General Agreement on
Tariffs and Trade (GATT). In recent
years agricultural exports have ex-
ceeded $40 billion annually. This large
amount of trade is due primarily to
policies that encourage free trade
among countries and thus allows the
United States to export those goods
which it can produce so efficiently:
Agricultural goods.

Clearly then, Mr. President, it would
not be in our best interest to promote
any policy that would reverse our
strong stance on free trade or other-
wise threaten the international trad-
ing system upon which the vitality of
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American agriculture so greatly de-
pends. Unfortunately though, there
now stands before us a bill, the “Fair
Practices in Automotive Products
Act,” 8. T07, which could do just that.
This bill would grant protection to our
domestic auto industry by specifying
minimum domestic content ratios.
Hence, it violates provisions of the
General Agreement on Tariffs and
Trade (GATT) prohibiting mixing re-
quirements and import quotas.

The intent of domestic content legis-
lation is to further restrict Japanese
automotive exports to the United
States. According to the proponents of
domestic content, this would shift the
burden of supplying the U.S. demand
for automobiles and parts from for-
eign markets to domestic markets, and
would allegedly create new jobs in this
country through more domestic auto-
motive purchases. But by closing our
doors to foreign trading partners we
are inviting retaliatory actions from
them. And hence, the effect of the bill
would be a net loss of jobs for Ameri-
can workers.

Mr. President, we would indeed be in
violation cf our international trading
agreements if domestic content were
passed.

Because the U.S. auto market is the
world’s largest, a U.S. domestic con-
tent law would most certainly be chal-
lenged before GATT, and also provoke
retaliation by auto exporting coun-
tries.

Enactment of S. 707 could affect ap-
proximately 5.5 billion dollars’ worth
of Japanese exports to the United
States, according to the Commerce De-
partment. Thus, an equivalent amount
of U.S. exports to Japan would be di-
rectly subject to retaliatory action.
Such retaliatory measures would not
necessarily be limited to U.S. exports
of automobiles, but rather could be ap-
plied to other goods. Agricultural ex-
ports, for example, would be extreme-
ly vulnerable to retaliatory action by
our trading partners.

Domestic content, Mr. President,
would not be well received in the State
of North Dakota which is the 10th
largest exporter of agricultural prod-
ucts in the United States, with a total
agricultural export value of $1.3 bil-
lion in 1982. The consequences of do-
mestic content legislation passing
could be devastating to the economy
of my State of North Dakota and the
agriculture economy across this coun-
try. The Commerce Department esti-
mates that about 24,000 workers are
directly affected by each $1 billion
worth of U.S. exports. Thus, for $5.5
billion of U.S. exports, 132,000 U.S.
nonauto workers would have their jobs
placed at risk. Many of these would be
in the State of North Dakota as fewer
agricultural exports would be allowed
to enter foreign markets.

Mr. President, although I support ef-
forts to strengthen American industry,
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I do not think that this bill is the
answer. I believe that the U.S. auto-
mobile industry is capable of meeting
its foreign competition without the en-
actment of this protectionist legisla-
tion. What it all comes down to is this:
The U.S. agricultural sector will be
paying an unfair portion of the price
for the protection received by the
automobile industry. And what is
worse, the giant losses felt in the agri-
cultural sector are likely to far out-
weigh the comparatively slight gains
enjoyed by the industrial sector. The
bill will cause far more jobs to be lost
than gained, for the Nation as a
whole, as the flow of U.S. agricultural
goods would be impeded. The best
policy in the long run is to keep trade
relations as open as possible between
and among nations.

Mr. President, the United States
simply cannot afford S. 707.e

SOVIET AND COMMUNIST CON-
NECTIONS OF THE AFRICAN
NATIONAL CONGRESS

@ Mr. EAST. Mr. President, last week,
on April 3, 1984, the African National
Congress (ANC), a Communist Party-
dominated terrorist organization in
the Republic of South Africa, was re-
sponsible for two car bomb explosions
in the morning rush hour of Durban,
South Africa. These explosions killed
3 persons and seriously injured 22.
The ANC was the subject of an inten-
sive investigation in 1982 by the Sub-
committee on Security and Terrorism
of the Committee on the Judiciary,
and the subcommittee found, based on
the sworn testimony of former mem-
bers of the ANC and of the South Af-
rican Communist Party, that both the
South African Communist Party as
well as the Soviet Union and East Ger-
many have played roles in funding,
training, and providing propaganda as-
sistance for the ANC and its terrorism.

The New York Tribune, in a series of
articles by Doris H. Gray of the Tri-
bune's foreign affairs staff, makes
clear the Soviet and Communist con-
nections of the ANC and its terrorism.
While some Americans have been vic-
timized by a campaign of disinforma-
tion about the ANC and its goals, the
series in the Tribune offers a factual
and accurate view of what these anti-
Western Communists are seeking and
of how they are pursuing the goal.

I ask that the articles from the New
York Tribune of March 5, 6, and 9,
1984 be printed in the REcorbp.

The articles follow:

[From the New York Tribune, Mar. 5, 1984]
SoUuTH AFRICAN “LIBERATION" GROUP BACKED
BY SOVIETS, ACCORDING TO DEFECTORS
(By Doris H. Gray)

JOHANNESBURG, SOUTH AFRicA.—The Afri-
can National Congress (ANC) of South
Africa—sometimes regarded as a genuine
liberation movement fighting for the rights
of the politically deprived black majority in
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the country—is in fact a Soviet-influenced,
communist front organization, according to
the South African security police.

Many of the ANC attacks are planned and
orchestrated by white international terror-
ists and not local black idealists who seek to
counter the oppression of their people, secu-
rity police said.

Evidence to support these claims was
given by former ANC members who defect-
ed and by security men who successfully in-
filtrated the ANC or related organizations
and rose to high positions within their
ranks.

The ANC experienced a major setback
with the recent peace talks between South
Africa and Mozambique.

Marxist Mozambique, immediate neighbor
of South Africa and base of operations for
the ANC and its military wing “Umkhonto
We Sizew [Spear of the Nationl,” agreed to
withdraw its military support from the
group in return for substantial economic aid
from the South African government.

South Africa, in turn, promised to stop its
support of the Mozambican National Resist-
ance Movement (MNR), an organization
aimed at destabilizing the Marxist govern-
ment.

MOSCOW CONFUSED

Security sources in Pretoria claim to have
information about “serious econfusion” in
Moscow and leading ANC circles at their
headquarters in Lusaka, Zambia, as a result
of these moves.

During the past few weeks, formerly
staunch allies of the violent ANC approach
to change in South Africa seem to have
turned their backs on the organization and
are choosing to sit at the negotiating table
with South Africa.

For the past 20 years, ANC activities have
not brought about any hoped-for change in
the apartheid system.

President Kenneth Kaunda of Zambia in
late February said independent African
states even would welcome South Africa
into the Organization for African Unity
(OAU) and the Southern African Develop-
ment Cooperation Conference (SADCC),
once independence is granted to South West
Africa (Namibia) and South African troops
are withdrawn from Angola.

However, Augusto Macamo, member of
the ruling Frelimo Party central committee
in Mozambique, said his country will contin-
ue “to be in solidarity with the struggle of
the South African people,” and that “the
solidarity between Mozambique and the
ANC is sealed with bloodshed for the
common cause of peace and equality.”

Blood indeed has been shed: During the
past 7 years, 217 incidents were reported, in
the course of which 48 people were killed
and damage amounting to $550 million oc-
curred, according to figures of the South Af-
rican police.

Violence has been countered with intensi-
fied police activity by the South African
government. Since 1977, 172 trained terror-
ists have been “neutralized,” of whom 127
were arrested and 45 killed, the police
report said. Most of these terrorists were
sald to be linked to the ANC.

Increasingly, violence is directed indis-
criminately against targets where civilians,
black and white, get killed.

A well-known white South African lawyer,
Joe Slovo, suspected of being a KGB
member, planned most of the sabotage acts
carried out by Umkhonto We Sizwe, the
ANC military wing. Slovo, who used to work
out of Mozambique, reportedly left the
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country recently as a result of the talks be-
tween Maputo and Pretoria.

PROFESSOR CAUGHT

Other attacks for which the ANC claimed
responsibility were planned and at times
carried out by white international terrorists.
In 1980, the ANC dispatched Dr. Renfree
Christie, a member of the organization then
teaching at Oxford University, to steal
plans of the Koeberg nuclear power plant.
Christie was caught and sentenced to 10
years of imprisonment.

After an attack in Vortrekker Hoogte near
Pretoria in 1981, two Canadians and one
British national (along with two South Afri-
can blacks) were caught.

In 1981, Robert Adam, a white South Afri-
can, was convicted of attempting to throw a
bomb into the television tower in Johannes-
burg.

A member of the French Communist
Party is the main suspect in the attack on
the nuclear power plant in Koeberg, near
Cape Town, in December 1982.

The late Henri Curiel of the French-based
organization Solidarite gave logistical sup-
port to Soviet-backed terrorist movements
such as the Red Army Fraction in Germany,
the Red Brigades in Italy, as well as the
South African "“Okhela” (Spark) group,
which is linked with the ANC.

There are several other sabotage and
terror cases known to the South African
police, in which mainly European nationals
were involved but who escaped without
having been convicted in South Affrica.

The ANC denies such heavy involvement
of international terrorists, denouncing these
claims as “‘racist propaganda.”

[From the New York Tribune, Mar. 6, 1984]

CommuNisTs Took OvEr ANC, ArMED IT To
FIGHT IN SOUTH AFRICA

(By Doris H.Gray)

JOHANNESBURG, SOUTH AFrica.—Although
now known as a terrorist organization, the
African National Congress of South Africa
was initially committed to working for
peaceful change in this racially divided
nation.

During the early 1950s, its Youth League
was engaged in passive resistance and defi-
ance campaigns. Members of that League in-
cluded Nelson Mandela and Current ANC
leader Oliver Tambo.

In 1946 Mandela and Tambo made their
position clear: No one could be a member of
the ANC and the Communist Party at the
same time. Nevertheless, their motion was
defeated because high-ranking ANC mem-
bers, like Moses Kotane, were already hold-
ing such a dual membership.

Mandela was elected to the national exec-
utive committee of the ANC in 1950. In
those days the ANC and South Africa's
Communist Party were in open opposition
to each other. Still, a coordination commit-
tee was founded in the early 1950s to form a
united front against the “racist regime.”

The committee included the ANC, Youth
League, Indian Congress and the Commu-
nist Party. By that time the Communist
Party, which started out as a whites-only or-
ganization ("Workers of the World Unite to
keep South Africa White" was written on
their banners), had decided to allow blacks
elected even to its central committee.

In 1950, when the South African parlia-
ment passed the Suppression of Commu-
nism Act, which outlawed the Communist
Party, communists decided to continue their
work with and through the ANC.
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About 10 years later, a "“broad people's
armed force” was created, called “Umk-
honto We Sizwe" (Spear of the Nation). The
organization was meant to serve as a mili-
tary wing of the ANC and admitted its aim
was to violently overthrow the government.

Tension at the time ran high and there
was a feeling among some black leaders that
all efforts for a peaceful settlement with
the government were in vain and they felt
justified in letting guns speak.

Not long after Umkhonto We Sizwe was
formed, Mandela was charged with attempt-
ed sabotage. He and seven other ANC mem-
bers were convicted and sentenced to life
imprisonment. Tambo escaped and has lived
in exile ever since.

Over the years Tambo, though not a
member of any communist organization, ap-
pears to have finally chosen his allies
among Marxist-oriented groups rather than
liberal groups such as the civil rights move-
ments in the United States.

At the 60th anniversary celebration of the
South African Communist Party (SACP) in
London in July 1881, Tambo shared the
platform with the secretary generals of the
British and Irish Communist parties. Diplo-
mats from the Soviet Union, Hungary,
Cuba, Ethiopia and other communist-social-
ist countries were in the audience.

Tambo said on this occasion: “These are
our allies, they are part of the international
movement of solidarity.”

He later explained the alliance between
the ANC and the SACP: “The SACP unre-
servedly supports and participates in the
struggle for national liberation led by the
ANC in alliance with the South African
Indian Congress, the Congress of Trade
Unions, the Colored Peoples Congress and
other patriotic groups of democrats.”

In more recent speeches, Tambo, who lives
in Lusaka, Zambia, but frequently travels to
London, uses typical Soviet terminology
with eloguence. At the fourth congress of
Mozambique’s ruling Frelimo party in April
1983, he said, “Comrades, international im-
perialism is mounting a global political and
military offensive-threatening world peace
and security, with Central America, Middle
East and southern Africa as the focal point
of its attack.”

CUBA AS “BEACON OF LIBERTY"'

Tambo continues to praise the leadership
of the “heroric PLO" and refers to Cuba as
the “beacon of liberty.”

He calls for the “uprooting of the oppres-
sive system, which must necessarily entail
the seizure of key centers of economic
power and ... their transference to the
common ownership of the people.”

Some political observers here say that
Tambo is kept in his position merely for
public relations reasons, while ANC policies
are decided elsewhere. Some remarks he
made about Mozambique do not reveal
much political competence and ability to re-
alistically assess a situation, political observ-
ers here say.

Secheba, the official organ of the ANC of
South Africa printed in East Germany,
quotes Tambo in the July 1983 issue saying,
“Mozambique’s successful struggle to con-
quer underdevelopment has opened a vital
new front of struggle, with a significance
going well beyond the border of this coun-
try.” At that time, Mozambique's economy
was in a disastrous state and thousands
were starving.

In fact, the economic plight of the coun-
try was so severe that the Marxist govern-
ment had to seek aid from South Africa and
President Samora Machel traveled to sever-
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al Western nations, seeking financial assist-
ance,

The African Communist, a publication
also printed in East Germany, in its first
quarter 1982 issue, hails the T0th anniversa-
ry of the ANC with the black-green-golden
ANC flag spread over its cover.

Likewise, Secheba, the ANC organ, dedi-
cates the November 1983 edition to Dr.
Yusuf Dadoo, the Indian chairman of the
banned SACP, commemorating his death in
London. In one of its articles, Dadoo is re-
ferred to as “holding offices both in the
ANC and the SACP.” Dadoo, vice chairman
of the ANC’s revolutionary council, served
for 14 years as chairman of SACP.

Propaganda and financial support for the
ANC comes from known Soviet front groups
such as the World Peace Council, Organiza-
tion for Solidarity of the Peoples of Africa,
Asia and Latin America, the International
Committee against Racism, Colonialism and
Apartheid in Southern Africa, as well as
anti-apartheid movements throughout the
world.

Even though it does not apply to the ANC
itself, members of Umkhonto We Sizwe are
requested to register with the SACP, an
ANC defector says.

[From the New York Tribune, Mar. 9, 1984]

RECRUITS UNAWARE OoF TERRORISM OF
AFRIcAN NaTioNaL CONGRESS

(By Doris H. Gray)

JOHANNESBURG, SOUTH AFRICA.—Among
mounting unrest in South Africa's black
townships, emotional support for the
banned African National Congress, is ramp-
ant,

In the streets of Soweto, near Johannes-
burg, imprisoned ANC President Nelson
Mandela is called “our leader.” No non-
white political organization would hold a
rally in any of South Africa’'s black town-
ships without paying tribute to this man,
who has become a symbol for black libera-
tion in South Africa.

The image of the non-violent ANC of
Mandela's early days makes recruitment ef-
forts easy:

Yet few of the potential members of the
ANC are initially aware that they are sup-
posed to be turned into hard-core terrorists.

The defection rate of ANC members is, ac-
cording to South African security police
sources, around 35 percent. This allows for
insights into the structure and training
methods of the ANC and its military wing
Umkhonto We Sizwe (Spear of the Nation).

INFILTRATION VERY SUCCESSFUL

In addition, infiltration by security men
into the ANC’'s external mission, which
allows white members, has been highly suc-
cessful. There is a saying that out of 10 new
ANC members, nine belong to the security
force. In fact, the South African police take
pride in stating that the ANC is ""the world’s
least successful terrorist movement."

A popular method of recruiting is to
promise an unemployed African a well-paid
job in one of the neighboring countries. Stu-
dents are offered an opportunity to study
overseas. If he shows interest, the terrorist-
to-be soon finds himself in Mozambique
where he gets his first instructions.

From there he is flown to Dares-Salaam,
Tanzania, where potential members of Umk-
honto We Sizwe spend up to 2 years receiv-
ing special training. The program includes
firearms training, political guidance, engi-
neering, topography and military combat
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work, officials of the security police dis-
closed.

Promising students are then sent to an ad-
vanced infantry training at the Provonye
military camp near Simferopol in the Soviet
Union, or to Odessa and to “Center 26" near
Moscow, according to government sources.

South African security police say they
also have information about similar courses
being held in a town called Telerow near
Rostock in East Germany. While the train-
ing in the Soviet Union is openly declared as
being for ANC recruits and participants
wear military outfits, trainees in East Ger-
many wear civilian clothing and are official-
ly called students of an agricultural course.

INCIDENTS OF RACISM

Defectors reported that during their
entire stay in either country they were
shielded from contact with the local popula-
tion. Some spoke about incidents of racism
that reminded them of the situation back
home. This sobering experience is one of
the main reasons why so many of the
mostly young men decide to discontinue the
training.

However, it is not easy to defect. A special
detention camp in Quatro, Angola, takes
care of those “who show signs of disagree-
ment,” a former ANC member told the New
York Tribune. Several men, who went
through all the programs geared toward a
violent overthrow of the South African gov-
ernment, reported execution squads operat-
ing at this camp. At times, said one, he wit-
nessed dissidents being stabbed to death,
while others were shot.

Yet, most of these facts are not widely
known to the general public in South Africa
or elsewhere. In South Africa, the ANC is
banned. Media are not permitted to quote
any person who belongs to a banned organi-
zation or to quote from their literature.
Even the very possession of ANC publica-
tions is illegal and offenses are severely pun-

Consequently, an African history student
could say in an interview that even though
he was aware of the ANC's shortcomings,
“We [the students] are not so much inter-
ested in the communist ideology. What we
want is equal rights. At least the ANC offers
some hope for change.”®

THANK YOU, FRED ROGERS

@ Mr. HEINZ. Mr. President, today I
want to honor a very special person.
At last count colleges and universities
had bestowed 30 honorary degrees on
this individual; he has received virtual-
ly every major award in the television
industry for work in his field; he has
appeared on “Nightline,” “Good
Morning America,” and the “Today
Show;” Johnny Carson, ‘“Saturday
Night Live,” and ‘“National Lampoon”
have spoofed him; he has provided
comic relief in “Poltergeist,” “Paterni-
ty,” and “Being There;” and now I
want to honor him on the Senate
floor. What sort of man can command
the attention of such varied people as
Ted Koppel and Eddie Murphy? It is a
very dear friend of mine and of mil-
lions of children, Fred Rogers. Many
of you may not recognize Fred by his
first name, but he is a household name
as Mister Rogers, the award-winning
host of the children's series, “Mister
Rogers' Neighborhood."
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Mr. President, this month marks the
30th anniversary of Fred Rogers in tel-
evision. Fred certainly possesses a spe-
cial talent to be able to entertain and
educate two generations of children.
Children can relate to Fred because
they can sense his sincerity. He in-
stantly becomes their true friend. The
person they see on the screen is the
same person they would encounter in
private. As Fred points out:

Children appreciate having a real person
talk with them about feelings that are real
to them.

Fred Rogers is a man with an endow-
ment of remarkable talents. He is a
composer, a writer, a television pro-
ducer, a performer, a husband, a
father, and a minister. However, he
most wants to be remembered as “a
man who cares deeply about children.”
Fred is one of the rare individuals who
addresses the concerns of children—
not as adults see them, but as children
feel them.

Fred Rogers’ start in television
began at WQED in Pittsburgh, the Na-
tion's first community-supported
public television station. There, in
1954, he developed and produced an
educational program called Children’s
Corner. The character Mister Rogers
was created in 1963 in Toronto. In
1964, Fred moved Mister Rogers and
all his friends back to Pittsburgh,
where the series grew from a commu-
nity-based show into a national pro-
gram reaching 7 million families each
week.

Mr. President, I must admit a little
personal interest in honoring Fred
Rogers today. Not only has Fred
helped 30 years of children grow and
learn, but he also fills the role as god-
father to my youngest son, Christo-
pher. I certainly could think of no one
better suited for that job than Fred.

When asked “What's next?"” Fred re-
plies:

This is next—just what I'm doing. That
doesn't mean standing still. No one can
stand still, any more than a child can stop
growing. But adults keep on growing, too. I
may have reached the national speed limit
in age, but I have no plans to slow down. I'm
going to keep right on trying to help chil-
dren grow within their families and trying,
as well, to help parents in those families
stay in touch with the children they once
were.

Fred, on behalf of so many millions
of Americans: for the Neighborhood,
for the friendship, confidence and un-
derstanding you have given to so many
and for being special, thank you.e

INDIANA GENERAL ASSEMBLY
TAKES STAND ON ACID RAIN

® Mr. QUAYLE. Mr. President, the
issue of acid rain and controls on
sulfur dioxide emissions as a means of
resolving the environmental problems
attributed to acid rain are of great
concern in my State of Indiana. Many
of the control strategies now before
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the Congress would place an unfair
and scientifically unwarranted burden
on Indiana. Both specific industries
and the general economy would be se-
verely impaired if the control strate-
gies poropsed by some Members of
Congress were to become law.

The Indiana General Assembly,
during its 103d session, has succinctly
identified these concerns in the form
of a concurrent resolution. The resolu-
tion notes that several studies, includ-
ing the Hudson Institute study and
that by the National Academy of Sei-
ences, have been unable to find incon-
trovertible proof of a direct relation-
ship between midwestern sulfur diox-
ide emissions and acid rain elsewhere
in the country. The resolution also de-
tails a litany of effects to Indiana
should some of the suggested control
strategies be adopted: Damage to Indi-
ana’s economic development future,
damage to Indiana coal mine workers
and those in related industries, in-
creases in electricity rates to consum-
ers. The resolution is also quick to
point out that these effects will occur
“without a reasonable assurance that
the reduced sulfur dioxide emissions
would result in lower acidity in the
northeastern United States.”

The Indiana General Assembly,
however, is not going to criticize cur-
rent proposals without suggesting one
of their own. They have recommended
that steps be taken to fund additional
research to provide more solid scientif-
ic understanding of acid rain’s forma-
tion and the source-receptor relation-
ship. The general assembly recom-
mends, as a first objective, a targeted
emission reduction strategy which in-
cludes local sources. They also call for
lake liming as an effective interim so-
lution. Like many others, the general
assembly notes that “solutions which
affect one region unfairly will poten-
tially cause more harm in economic
disruption, and regional solutions
should be avoided at all costs.”

I commend the general assembly for
taking such a courageous stand and
for communicating their views to their
national representatives. This concur-
rent resolution accurately portrays the
views of many of us in the Midwest re-
garding the acid rain issue.

I ask that the resolution be printed
in the RECORD.

The resolution follows:

INDIANA GENERAL ASSEMBLY—HOUSE
CONCURRENT RESOLUTION No. 46

Whereas, The growing national problem
of Acid Rain demands an equitable and sci-
entific solution which addresses all aspects
of this difficult situation; and

Whereas, Indiana businesses have spent
untold millions of dollars to comply with
the Congress’ Clean Air Act of 1970, and
1978 amendments thereto, which have re-
sulted in significantly reduced amounts of
sulfur dioxide emissions and other pollut-
ants into the atmosphere, and said clean-air
efforts have been in good faith in an at-
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tempt to meet Indiana's responsibility to
the national Clean Air movement; and

Whereas, Some proposals for reductions
in sulfur dioxide emissions conclude Indiana
and the Midwest must share the overwhelm-
ing burden of responsibility for the Acid
Rain problem, although no firm scientific
evidence proves these states are proportion-
ately responsible for the problem; and

Whereas, Recent studies, including those
conducted by The Hudson Institute (No-
vember, 1983) and the National Academy of
Sciences (Summer, 1983), have concluded no
direct relationship can be proven between
midwestern sulfur dioxide emissions and
Acid Rain elsewhere in the country, particu-
larly the Northeastern United States; and

Whereas, Compliance with some suggest-
ed remedies would seriously damage Indi-
ana’s economic development future, affect-
ing thousands of jobs of Indiana coal mine
workers and those in related industries, and
would raise the cost of electricity to Hoosier
consumers without a reasonable assurance
that the reduced sulfur dioxide emissions
would result in lower acidity in the North-
eastern United States; Therefore,

Be it resolved by the House of Represent-
atives of the General Assembly of the
Senate of Indiana, the State concurring:

SectioN 1. The Indiana General Assembly
does hereby respectfully request the Indi-
ana delegaton to the United States Congress
to follow the recommendations such as
those of the recent study completed by The
Hudson Institute, which calls for the follow-
ing:
1. Fund additional research to achieve a
solid scientific understanding of the forma-
tion of acid rain, the relationship between
midwestern sulfur dioxide emitting indus-
tries and the long distance travel of those
emissions to other parts of the country, spe-
cifically the Northeastern United States.
The funding for this research should be in-
creased to insure the best possible results.

2. Begin emission reductions targeted at
local sources. Because the findings of The
Hudson Institute and others suggest local
pollution sources affect an area the most, a
targeted emission reduction strategy which
includes local source pollution, should be
the first object of any federal acid rain solu-
tion.

3. In the interim, because of the lower cost
and proven results, lake liming represents
an effective solution to this problem.

4. Mandate national participation in any
cleanup costs. This is a national problem,
which deserves national solutions. Solutions
which affect one region unfairly will poten-
tially cause more harm in economic disrup-
tion, and regional solutions should be avoid-
ed at all costs. As in similar pollution prob-
lems, national scenarios develop a national
commitment to solving the problem which is
needed in this case.

Sec. 2. That the Principal Clerk of the
House of Representatives is directed to send
copies of this Resolution to the Indiana del-
egation to the United States Congress.

J. RoBERTS DAILEY,
Speaker of the House.
SHARON THUMA,
Principal Clerk.@

BUDGET STATUS REPORT

@ Mr. DOMENICI. Mr. Preisdent, I
hereby submit to the Senate a status
report on the budget for fiscal year
1984 pursuant to section 311 of the
Congressional Budget Act.
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Since my last report, the Congress
has cleared for the President's signa-
ture H.R. 4072, the Agricultural Pro-
grams Adjustment Act of 1984, H.R.
4169, the Omnibus Budget Reconcilia-
tion Act of 1983, and H.R. 4206, pro-
viding tax forgiveness for Federal per-
sonnel killed overseas.

The report follows:

REPORT No. 84-8
REPORT TO THE PRESIDENT oOF THE U.S.

SENATE FROM THE COMMITTEE ON THE

BUDGET, STATUS OF THE F1scaL YEAR 1984

CONGRESSIONAL BuDpGeET, ADOPTED IN H.

Con. REs. 91

REFLECTING COMPLETED ACTION AS OF APR. 6, 1984
[tn millions of dollars]

sy

922,125 852,125
922,181 854,274

0 0 0

Outlays  Revenues

679,600
665,283

BUDGET AUTHORITY

Any measure providing budget or entitle-
ment authority which is not included in the
current level estimate and which exceeds $0
million for fiscal year 1984, if adopted and
enacted, would cause the appropriate level
of budget authority for that year as set
forth in H. Con. Res. 91 to be exceeded.

OUTLAYS

Any measure providing budget or entitle-
ment authority which is not included in the
current level estimate and which would
result in outlays exceeding $0 million for
fiscal year 1984, if adopted and enacted,
would cause the appropriate level of outlays
for that year as set forth in H. Con. Res. 91
to be exceeded.

REVENUES

Any measure that would result in revenue
loss exceeding $0 million for fiscal year
1984, if adopted and enacted, would cause
revenues to be less than the appropriate
level for that year as set forth in H. Con.
Res. 91.@

THE AGRICULTURAL PROGRAMS
ADJUSTMENT ACT OF 1984

® Mr. DOLE. Mr. President, I take
this opportunity to commend Presi-
dent Reagan on his decision today to
sign H.R. 4072, the Agricultural Pro-
gram Adjustment Act of 1984. This bill
will provide a much improved farm
program for U.S. wheat producers this
year, and should improve participation
and help to reduce surplus wheat pro-
duction. It will also restore a measure
of needed balance to the programs for
all of the major commodities—includ-
ing wheat, feed grains, upland cotton,
and rice—for the 1985 crops.
PRINCIPAL PROVISIONS

Among various accomplishments,
H.R. 4072 freezes target prices for
these commodities at their 1984
levels—a key administration objective
in the 98th Congress. In addition to
other program improvements, the leg-
islation provides for a $2.1 billion in-
crease in financing for farm exports
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this year and next, a real shot in the
arm for our efforts to sell agricultural
surpluses. There are also a number of
significant improvements to increase
the availability of farm loans and
adjust the repayment and refinancing
terms for beginning farmers and the
victims of last summer’s devastating
drought.

SAVINGS

Savings under the bill are estimated
by the Congressional Budget Office at
$2.6 billion and by the Department of
Agriculture at $3.2 billion. Most of the
reduced outlays are in the outyears,
fiscal years 1986 and 1987, and will
make an appreciable dent in projected
budget deficits in those years, based
on the same economic and program as-
sumptions. So I think we can take
some credit in the agriculture sector
for making a contribution to the defi-
cit downpayment effort this year.

EARLY WHEAT ANNOUNCEMENT

Another real benefit of this legisla-
tion in States which produce winter
wheat, such as my own State of
Kansas, is that farmers will now know
the details of the 1985 farm program
well before the planting season begins
this fall. In fact, many producers in
Kansas see early announcement of
next year's program before July 1 as
one of the best features of the bill.

POLICY PROCESS STILL WORKS

I would also say that passage of HR.
4072 is particularly important because
it demonstrates that the process by
which farm policy is developed and ap-
proved still works. When we were not
able to authorize the payment-in-kind
program in December 1982, and again
when efforts to pass or modify the
target price freeze all last year were
repeatedly blocked, there were some
who began to doubt Congress’s ability
to overcome individual or political dif-
ferences in order to make needed ad-
justments in farm programs.

SENATE LEADERSHIP

I believe the resounding margins by
which H.R. 4072 passed both Houses
of Congress—by 78 to 10 in the Senate
and by 379 to 11 in the House—clearly
prove that the will and ability to move
farm legislation are alive and well on
the Hill as well as in the administra-
tion. I would only note the significant
contribution and leadership of the
chairman of the Senate Committee on
Agriculture, Nutrition and Forestry,
Senator HELMs, and the various contri-
butions of the other Senate conferees,
Senators LuGAar, CocHRAN and BoscH-
wiITZz on our side, and our Democratic
colleagues led by Senator HUDDLESTON
on the other. In addition, Senator
JEPSEN made a notable contribution to
the drought assistance and credit pro-
visions of the bill.

HOUSE COOPERATION

There was also an essential ingredi-
ent of bipartisan cooperation in our
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ability to obtain gquick consideration
and passage of the Senate version of
H.R. 4072 in the House, I would par-
ticularly mention th eimportant role
and understanding of the chairman
and ranking member of the House Ag-
riculture Committee, Congressmen DE
La Garza and Mabpican. In addition,
Congressman Tom ForLEy did yeoman
work in reviving this legislation for a
final effort this year.
TRANSITION TO 1985 FARM BILL

Finally, I would only say that, by
providing needed balance to farm pro-
grams, by contributing to deficit re-
duction, and by showing that the legis-
lative process still works, this bill rep-
resents a much-needed transition from
the past year of impasse and inaction
to the scheduled reauthorization of
omnibus farm legislation in 1985,
hopefully, as a result of our efforts on
this bill, we will now be able to re-
spond more effectively, and in a com-
prehensive and long-term manner, to
the problems and opportunities facing
American agriculture in the future.

Thank you, Mr. President.®

THE DEFICIT

o Mr. QUAYLE. Mr. President,
nobody likes the bearer of bad news,
and those of us in public life are par-
ticularly sensitive to being scolded
with the words, “I told you so.”

For months, a number of us here in
the Senate have been warning our col-
leagues and our constituents that,
unless steps are soon taken to reduce
the deficit, the hard-won recovery now
underway could be brought to a lurch-
ing halt. The evidence is mounting
that precisely this scenario is begin-
ning to be played out.

Last week, major banks around the
country raised their prime lending
rate to 12 percent, its highest level
since November 1982, and effective
yvesterday, the Federal Reserve Board
raised the discount rate to 9 percent,
its highest level since December 1982.

Henry Kaufman, the chief econo-
mist and managing director of Salo-
mon Bros., put it this way last year:

To believe that we can wait (to make a
downpayment on the deficit) until 1985 is to
assume, incorrectly, that the business cycle
can be adjusted to the political needs of
1984 with risk to the economy itself.

It is now April. Congress has been in
session for over 2 months this year,
but here in the Senate, we are just be-
ginning floor debate on the deficit-re-
duction package we simply must enact
this year. On the economic front, I
submit that time is of the essence
today as never before: if Congress does
not pass this deficit downpayment bill
promptly, we will have only ourselves
to blame for the consequences.

We cannot afford to wait to deal
with the deficit crisis any longer. For
it is now apparent that we have ar-
rived at the point we feared we would
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reach where non-Government demand
for capital is colliding with the Gov-
ernment’s need to finance the spiral-
ling national debt.

Kaufman predicted what
happen:

As the economy continues to expand, the
rising financing requirements of businesses
and the credit needs will compete with the
Treasury, which will pay whatever rate is
required to obtain the funds it needs * * *.
The persistent large money needs of our
government as we near the peak of the busi-
ness cycle is bound to result in an extraordi-
nary flaring of interest rates., This kind of
confrontation in the credit markets will
shorten the economic expansion.

As interest rates are driven higher
by this confrontation, the vicious
circle promises to get ever more vi-
cious. Interest-rate-sensitive industries
such as automobiles and housing will
be dampened, and progress in reducing
unemployment will be halted.

Only yesterday, in a speech to the
Economic Club of Detroit, Kaufman
predicted that interest rates will con-
tinue to rise in coming months, with
the prime rate passing 15 percent in
1985.

We can get out of this vicious circle,
Mr. President. It is not yet too late to
avert the slump that is bound to
follow escalating interest rates. But we
must do so now, promptly, while the
markets can still be persuaded that
Congress is serious about bringing the
Federal budget under control.

As President Reagan said in his
budget message in February:

Only the threat of indefinitely prolonged
high budget deficits threatens the continu-
ation of sustained noninflationary growth
and prosperity. It raises the specter of
sharply higher interest rates, choked-off in-
vestment, renewed recession, and rising un-
employment.

For the economic well-being of our
Nation, Mr. President, I call on my col-
leagues in the Senate—Republicans
and Democrats alike—to work to pass
the deficit-reduction package before
the Easter break. The longer we put
off this essential legislation, the more
time we will be giving the deficit to
harm our economy.e

would

ADDRESS BY MAJ. GEN. RICH-
ARD X. LARKIN, PRESIDENT,
ASSOCIATION OF FORMER IN-
TELLIGENCE OFFICERS

® Mr. DENTON. Mr. President, on
February 27, 1984, Maj. Gen. Richard
X. Larkin, USA (retired) delivered an
outstanding address in Naples, Fla.,
before the Association of Former In-
telligence Officers (AFIO).

General Larkin, a West Point gradu-
ate, was our Defense Intelligence Atta-
ché to Moscow from 1977-79 and
served as Deputy Director to the De-
fense Intelligence Agency, from which
post he retired in 1981.

He serves as President of AFIO. I
congratulate General Larkin on his
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statement and I ask that his remarks
be placed in the RECORD.
The remarks follows:

ADDRESS TO THE THIRD NATIONAL INTELLI-
GENCE SYMPOSIUM, NAPLES, FLA., FEBRUARY
27, 1984, By MaJ. GEN, RICHARD X. LARKIN,
USA RETIRED, PRESIDENT, ASSOCIATION OF
FORMER INTELLIGENCE OFFICERS

The agenda for today’s discussion has, by
virtue of events, been pretty fluid. Early
this month, as we prepared for this symposi-
um, it was my intention to discuss with you
Yuri Andropov's hard line approach to
world affairs, his health, and to predict who
his successor would be, with some observa-
tions on the power struggle that would go
on in the Kremlin.

Andropov had, after all, in only the first
seven months of his reign, managed to
achieve the triple crown of Soviet leader-
ship: Party Secretary, Defense Council
Chairman, and Chairman of the Presidium,
or Head of State. By comparison, Brezhnev
took ten years to achieve these same three
positions. Andropov had seized power quick-
ly, gaining support of the Brezhnev coali-
tion by carrying forward several of his key
programs: keeping the door to China open, a
military solution in Afghanistan, divide
NATO over the missile issue, and of course,
increase the crackdown on dissidents. He
added a couple of his own: a widespread
crackdown on white collar corruption, and a
desperate attempt to improve the efficiency
of the incredible bureaucracy of govern-
ment. He covered his flanks with key ap-
pointments to his trusted KGB assassins,
whose hands were as bloody as his, and all
indications were that he would be a strong,
heartless dictator in the finest Soviet tradi-
tion. Knowing his age and condition, the
world was not unduly surprised when he
temporarily dropped out of sight after the
18th of August. He was definitely in sight
on the 18th: you'll remember that he had
the audacity to invite to Moscow a group of
Democratic congressmen to discuss U.S.
footdragging on arms control and other
international issues, and was photographed
in discussion with them. And then he van-
ished from sight.

Six months later, on the 9th of February,
the Soviet Union decided to advise the
world that he really didn't have a cold any
more, but that he was dead. We had ob-
served that he was an old man, and we had
been told that he had diabetes, had heart
trouble, had kidney problems, had Parkin-
son’s disease, so we paid little attention to
the words released by TASS as to cause of
death. My guess is that it was some of these,
aggravated by sheer, brutal disappointment
over the failure of his regime. You know,
things really did “go to hell in a handbas-
ket” for him in the Fall and winter of 1983.

Those of you who were here last year at
this time may remember that we reviewed
the role of Soviet Active Measures. Andro-
pov'’s trump card, an ingenious complex
effort by which the Soviets coordinate prop-
aganda, party organizations, front organiza-
tions, and KGB operations to make things
happen, world-wide, the way they want
them to happen. They had fabulous success
in the late 70's, causing enough tumult in
Western Europe and self-righteous criticism
in the U.S. to force an American president,
Carter by name, to reverse his decision and
to halt the production of the neutron bomb,
which they properly feared would be a bat-
tlefield equalizer. Hot off this success,
Brezhnev, Andropov, Chernenko and the
rest of the gang cranked it up again in 1980,
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and with perfect confidence that they would
agitate, jawbone, pressure and intimidate
Western European governments to renege
on their declared intent to deploy the Per-
shing II and Cruise Missile, a move NATO
had adopted as essential to counter the
recent Soviet deployment of some 300 SS-
20’s. They put all their chips on this bet, We
watched the World Peace Council and all its
chapters around the world, including the 40
in the U.S,, adopt as their primary mission:
the stopping of this NATO counter-move. It
was a perfect opportunity for the Soviets: a
chance to split NATO from the U.S. on a
major issue, and at the same time assure
Soviet missile preeminence in Europe. It
was carefully orchestrated, starting with a
slow drum roll of cadre-inspired demonstra-
tions, gradually mixing in the winds and
trumpets of misinformation and misquotes,
then the strings of Gromyko and each
Soviet ambassador throughout the West,
building up over the three years, like the
1812 Overture, into a grand crescendo in the
late Fall of '83 which would cause the Brit-
ish and German Parliaments to negate the
deployment.

By August, Andropov and his aged col-
leagues were beginning to rehearse the vie-
tory dance—a slow two-step, judging from
the age of the group. Things were going
well: Europe was in a complete uproar, the
German opposition party was coming
around. But then, on the 1st of September,
Andropov's own crack Air Defense Forces
pricked his balloon by shooting down the
Korean airliner and massacring its passen-
gers. The entire world was revolted by this
sudden exposure to the vicious, unfeeling
disregard for human life and international
behavior that is so intrinsic to the Soviet
system. The agitators throughout the
world—and in the U.S., but especially in
Western Europe—suddenly found that the
hundreds of thousands of well-meaning
people they had been hoodwinking into
massive demonstrations had had their
hoods removed, and were able to penetrate,
even just briefly, the facade of this peace-
loving state. Soviet handling of the affair
was disastrous—Andropov didn't raise his
crafty head—if he was able to—the official
government denied that it even happened—
then the concocted spy mission—then put-
ting Marshall of the Soviet Union Ogarkov
on television to explain to the world the
Soviet version of recent history.

This brief hiatus, this break in the mas-
sive propaganda momentum which had so
carefully been prepared was enough to
cause the anti-deployment forces to sputter
and stall, and they never regained the pace.
Britain and West Germany validated the de-
ployment decision. The Soviet Government
fired its last barrage of threats—to walk out
of the Geneva Arms Control talks—and the
U.S. deployed the first Pershing IIs and
Cruise Missiles. Even worse for the Soviets,
they now had to live up to their threat to
walk out, and they also, for good measure,
recessed the START talks sine die, thereby
forsaking their claim professed loudly and
persistently to the world, that they were
more serious about negotiating than was the
U.s

This must have been a mortal blow to the
Soviet leader—and as if this wasn't enough,
“that dammed Reagan” re-stole Grenada
away from him, just when things were be-
ginning to go right there. I'd bet when he
got the Politburo together in December—if
he did—and asked: “What did we do wrong,
fellows?" he got the famous Indian reply:
“What do you mean ‘we’, paleface?"”
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All of this happened by year's end. No
wonder he didn't show up for the annual
meeting of the Supreme Soviet on Decem-
ber 28th—the first Soviet leader in history
to absent himself. If these events had not
already killed him, my guess is they set his
recovery back, beyond hope.

Anyway, on the 9th of February the Sovi-
ets proclaimed to the world that he was
dead and, a few days later in a veritable
expose of State secrets, allowed the world to
know that this kind old man had a loving
wife, and even allowed her to be photo-
graphed at the “funeral.” We are now cer-
tain that he is dead—Vice President Bush
can attest to that—and we are relatively cer-
tain that he was alive on the 18th of August
when he met with our congressmen. (He was
either alive on that date, or the Soviets
have made extraordinary progress in robot-
ics that we're not aware of.) So, we're cer-
tain that he died sometime between the
19th of August and the 9th of February,
when the Soviet Union pronounced him
dead. Why is the date of his death of inter-
est—they've buried him, let's get on with it.

Two points are to be made here: One, that
we know of his death only because the Sovi-
ets decided to tell us, but more to the point,
because we viewed the remains. So, we
should accept not what the Soviets decide is
in their best interest to tell us, but what we
can verify. The second point to be made in
this gruesome discussion is that we don't
really know when he died. Sure, they pro-
claimed the date of his death as 9 February:
but they had also been telling us for six
months that he had a cold. We really don’t
know when the power struggle for succes-
sion began, how long it lasted, or when the
issue was decided. We know only the result,
that another octogenarian, this one named
Chernenko, from Siberia, with emphysema,
has been handed the baton, and that at 72
he is the oldest to be designated. We have
absolutely no insight on the selection proc-
ess, no more than we had on the existence
of Andropov, a world leader, for six months.
It could be of immense value to us to know,
for example, whether or not the Politburo
decided that Andropov's uncompromising
approach to arms control was an embarrass-
ment he couldn’'t live down, and so he
didn't;

Whether or not Andropov's crackdown on
white collar crime and bribes was hitting so
close to home that he had to go;

Whether his economic and agricultural
policies were seen as working or as too dis-
ruptive; But most important,

Whether or not a committee has been
running things since August 19th, whether
it was a committee without leadership or
Andropov who issued the desperate threat
to walk out on Geneva arms negotiations,
whether it was a committee or Andropov
whose threat failed, who gave the walkout
order, who invoked world criticism for
breaking off negotiations, who gave the
order to deploy missiles in East Germany
and Czechoslovakia.

Answers to these questions would greatly
assist world leaders, and ours in particular,
in proper negotiations with a major power,
and might do a lot toward easing East-West
tension. * * * They will negotiate seriously
only when one of two conditions prevails:

From a position of superiority—when they
have superior power, or superior knowledge
of the issue, or superior knowledge of the
opponents' positions on the issue. In this
circumstance, and SALT I and II are exam-
ples of this, they will negotiate, and win a
settlement to their advantage.
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From a position of desperation, from infe-
rior strength or power, they will negotiate
but only to gain a settlement which will
make their inferiority less vulnerable. The
Hitler-Stalin Pact is an excellent example of
this. If neither of these conditions prevail,
they will negotiate and procrastinate until
one does prevail, at which time they will get
serious. The period since SALT II exempli-
fies this conduct: having negotiated a settle-
ment to their advantage, not from a posi-
tion of strength but from a position of supe-
rior knowledge of our position—and we are
an open book in that respect, with journal-
ists, media, congressmen publicly discussing,
ad nauseum, what we are going to offer up
next, how severe the political preelection
pressure is to come to an agreement, how
anxious Europe is to avoid being Ground
Zero—we literally had to drag them to the
table to the START talks, and then they
talked and parried and hemmed and hawed
while they deployed some 300 new strategic
missiles aimed at European capitals, and
then, with a comfortable superiority, said
“QOkay, don't deal any more cards, let's ne-
gotiate with what we have.” And that's
what's so frustrating to them about the
Reagan Administration—it just won't play
by their rules. Herein lies the dilemma of
any U.S. Administration: must we change
the nature of our open society to prevent
them from having a superior knowledge of
the issues and of our position—Condition I—
or do we spend billions of dollars to gain
and maintain superiority in power, and
force them to negotiate—Condition II. In
my opinion, we can't let these clowns
change our democratic beliefs, no matter
the cost.

Well, getting back to the succession strug-
gle—and there probably was one—it's my
belief that the issue was not decided in the
93 hours between announcement of Andro-
pov's death and Chernenko’s election, but
long before that. Remember, first, that
Chernenko was a Brezhnev protege—and
spent the last 34 years of Brezhnev's life by
his side, literally. Second, that he was
passed over in favor of Andropov when
Brezhnev died. So he was kind of waiting in
the wings, perhaps biding his time. We had
long ago deduced that there were eight
strong contenders for power—from the
“gang of 9" that wield absolute authority in
the USSR. You've heard and read their
names frequently in the past few weeks—
Ustinov, Romanov, Chernenko, Gromyko,
Garbachov, Aliyev, Grishin, Vorotnikov—
most of the same names that were in circu-
lation sixteen months ago when Brezhnev
died—and generally the same names that
were in circulation nineteen years ago when
Khrushev was dethroned. An observant
Kremlin watcher noticed that Romanov,
the contender from Leningrad, visited East
Germany in mid-January—'‘to bolster his
image in international affairs and improve
his chances,” said the media, fed by reliable
Soviet sources. Not so. No one of those sinis-
ter contenders would dare turn his back or
leave the seat of power, much less the coun-
try, for 15 minutes—unless the issue had al-
ready been decided. So let's accept, for a
moment, that it was all over by mid-Janu-
ary. Now, move the calendar back to Decem-
ber 28th, the postponed meeting of the 500
members of the Supreme Soviet. Andropoy
of course, dead or alive, was not there—the
first Soviet leader to miss this bash—and
the speech given in his name was a
quiltwork of disconnected, unenthusiastic
paragraphs that was absolutely pointless.
Significantly, though, four new members
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were nominated to the Politburo. The New
York Times dutifully reported them as
Andropov appointments, giving credence to
the impression that the old man, though
sick, was still building his power base and
calling the shots. Not so. All four were mem-
bers of the RFSFR coalition which was the
base for the Brezhnev-Chernenko team:
party technocrats completely, nothing to do
with the Dzerzhnisky group (secret police
fraternity) from which Andropov drew his
power and selected his appointments. Then,
too, around Christmas, the Party organ
Kommunist published major articles prais-
ing not Andropov's speeches at the June
Plenum, but Chernenko's. Now no editor, in
that society, is going to ignore what the “big
cheese” said at a major political meeting
unless he knows what's really going on. So
maybe you can agree with me that as early
as late December, six weeks prior to the
formal announcement, Andropov, dead or
alive, was no longer in power, and Chernen-
ko was. We could stretch our vision back to
November Tth, the anniversary of the Octo-
ber Revolution, when Andropov was again
noticeably absent from the dais of the Lenin
Mausoleum, and none other than Chernen-
ko stood in his place, in the center. That
may be stretching the analysis a little—
someone has to stand in the center, and why
not the Party ideologue normally consid-
ered the #2 in prestige. But the point re-
mains—we didn't know on the 18th of
August, or on the 1st of September when
they massacred the Korean airliner and all
its passengers, or on the 8th of September
when Marshall Ogarkov astounded the
world by publicly defending his government
for their actions against the “spy plane,” or
in October when they were screaming to the
world that the U.S. was a warmonger, or in
November when they threatened to walk
out on arms talks, or in December when
they walked out of the INF talks and re-
cessed, sine die, the START talks, We didn't
know—and don't know now—whose leader-
ship we were faced with. As far as we know,
Yuri Andropov died on the 19th of August
1983.

If we can accept that, it makes our task a
little easier: the bellicose attitude displayed
by the Soviets in September, October, No-
vember and December, was not the work of
Andropov but his successor, and we should
not waste time and effort looking for mythi-
cal cracks in their hard-line policy.

We should expect the same wave of image-
building propaganda we endured when
Andropov was shoved into the driver's
seat—remember? scotch drinking, western
novel reading, jazz-loving aristocrat? It's al-
ready begun—Time magazine calls him “the
quiet Siberian,” telling us what we so des-
perately want to hear, that this great Sibe-
rian Husky will do us no harm, that he
mumbles detente in his morning prayers.
We should expect that they will play out
their hand—Andropov is dead, and we now
have a new, mellow, detente-loving gentle-
man who wants nothing more than peace—
but behind the facade we must recognize
that their principles have not changed one
iota, that the peace they are seeking is, as
Gromyko proudly stated in Stockholm last
month, “Leninist peace,” that is, peace
under the protective cloak of world-wide so-
cialism, with the Soviet Union as the peace
keeper.

We will never know whether Yuri Andro-
pov died on the 9th of February, on the
19th of August, or sometime In between. We
can be sure, though, that we have been deal-
ing with the policies of the new leadership
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for many more weeks than the three since
the announcement of his death.

We may have a new face to contend with,
a new photograph to put on the cover of
Time magazine, but we've got to remember
that the personality is the same—it’s Lenin
with whom we are dealing.e

OTIS M. SMITH RETIREMENT

® Mr. LEVIN. Mr. President, it is my
privilege to recognize today the many
accomplishments of a distinguished
citizen of Michigan, Otis M. Smith.
Otis Smith is one of the few who have
served at the highest levels of both
government and industry—for 6 years
as a justice of the Michigan Supreme
Court, and since 1977 as general coun-
sel of General Motors Corp. Those
posts are only the pinnacles of the re-
markable career of a man who epito-
mizes the American spirit in his cour-
age, talent, and determination. Look-
ing back on his life as he retires from
General Motors, Otis Smith's record is
formidable, and, indeed, inspirational.
Otis Smith was born in Memphis,
Tenn., and grew up in the poverty of
the Great Depression. At one point, he
was forced to leave school because his
brother had the only suitable clothing
in the family. Despite such obstacles,
Otis Smith not only persevered, but
excelled—graduating as president of
his high school class. Since college was
beyond his family’s means, he worked
after graduating from high school to
pay for college. At Fisk University in
Nashville, even though he slept in the

gymnasium for lack of dormitory
funds, he became an honor student. In
1942, he enlisted in the Army Air
Force and served in the 477th Bom-

bardment
Airmen.

After the war, he once again worked
to pay college expenses, taking a job
on the assembly line at the Chevrolet
Manufacturing Plant in Flint, Mich.
After accumulating some savings, he
attended Catholic University Law
School, where he was a member of the
Law Review and one of the leading
members of its moot court.

Upon graduation, he practiced law
with a Flint law firm where he became
extensively involved in public and pri-
vate community service activities. It
was then that Otis Smith began his
32-year involvement as a leader of the
Boy Scouts of America, and associa-
tion he continues.

In 1957, he was named to one of the
most powerful appointive positions in
Michigan—the chairmanship of the
Michigan Public Service Commission.
In that post he earned a reputation
for fairness and zeal. He became
Michigan's auditor general in 1959 and
in 1961 became a justice of the Michi-
gan Supreme Court. Otis Smith joined
the General Motors legal staff in 1967
and became its general counsel in
19717.

Group—the Tuskegee
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Throughout his career, he devoted
himself not only to his work but also
to numerous charitable and civic ac-
tivities. He served on the board of re-
gents of the University of Michigan, as
a trustee of Oakland University and of
Fisk University, and as a member of
the board of directors of the National
Urban League. He continues to serve
as vice chairman of the Michigan
United Negro College Fund, as vice
president of the United Foundation of
Detroit, as a member of the Council of
the Administrative Conference of the
United States, as a trustee of Henry
Ford Hospital, the Catholic University
of America, and the University of De-
troit, and as a member of the New
York Stock Exchange Legal Advisory
Committee.

He has been a friend of humankind,
regardless of station. He has overcome
outsized obstacles with uncompromis-
ing courage and integrity. He has set
tough standards for himself, while
being gentle with others. It is a privi-
lege to be able to say a few words ac-
knowledging his latest milestone on
the floor of the Senate today.e

WATER RESOURCES
DEVELOPMENT ACT

® Mr. ABDNOR. Mr. President, I wish
to inform my colleagues that yet an-
other voice has called for quick Senate
floor action on S. 1739, the Water Re-
sources Development Act of 1983.
Leon McKinney, executive director of
Inland Rivers Ports & Terminals, Inc.,
has written to the majority leader and
me urging the Senate to schedule floor
action on this vital legislation at the
earliest possible date.

Mr. President, I would request at
this point that a copy of Mr. McKin-
ney’s letter be made a part of the
RECORD.

The letter follows:

INLAND RIVERS PORTS
& TERMINALS, INC.,
St. Louis, MO, March 31, 1984.
Hon. Howarp H. BAKER,
Senate Majorily Leader,
Washington, D.C.

Dear SeNaTOR Baker: I am writing on
behalf of our organization concerning a
matter of utmost importance to the inland
waterways industry, as well as to other vital
segments of our nation’s economy. I am
speaking of Senator Abdnor's bill, 8. 1739.

There are some groups, not entirely satis-
fied with all aspects of the bill, who wish to
prevent the bill from being acted upon by
the entire Senate. We do not agree with
their philosophy. It has been eight years
since the Congress passed a comprehensive
water projects bill. The country can wait no
longer for progress.

We urge you to schedule Senate floor
action on 8. 1739 at the earliest possible
date, so that the Senate may debate the bill
on its merits, and then vote for passage.

Thanking you in advance for your consid-
eration, I am,

LeEON E. MCKINNEY,
Ezecutive Director.




April 10, 1984

Mr. ABDNOR. Mr. President, we in
the Congress have debated, delayed,
and deferred action on water resources
issues for 8 years. The Senate cannot
put off action any longer. The Nation
needs a water bill, and I again urge my
colleagues to join me in seeking to
have S. 1739 passed as soon as possi-
ble.@

ORDER FOR RECESS UNTIL 10
AM. TOMORROW AND FOR
PERIOD FOR ROUTINE MORN-
ING BUSINESS

Mr. BAKER. Mr. President, I ask
unanimous consent that when the
Senate completes its business this
evening, it stand in recess until the
hour of 10 a.m. tomorrow.

I further ask unanimous consent
that on tomorrow, after the recogni-
tion of the two leaders under the
standing order, there be a period for

CONGRESSIONAL RECORD—SENATE

the transaction of routine morning
business until 10:30 a.m., in which Sen-
ators may speak for not more than 2
minutes each.

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

PROGRAM

Mr. BAKER. Mr. President, tomor-
row the Senate will be in at 10 a.m.
After the recognition of the two lead-
ers under the standing order, there
will be a period for the transaction of
routine morning business until 10:30
am. At 10:30 a.m., the Senate will
resume consideration of H.R. 2163,
amendment of the Federal Boat
Safety Act. It is anticipated, Mr. Presi-
dent, that there will be votes through-
out the day. It is also anticipated that
tomorrow will be a late night as well.

Mr. President, I yield the floor.
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RECESS UNTIL 10 A.M.
TOMORROW

Mr. BAKER. Mr. President, I see no
other Senator seeking recognition. I
move, in accordance with the order
previously entered, that the Senate
stand in recess until the hour of 10
a.m. tomorrow.

The motion was agreed to and, at
11:21 p.m., the Senate recessed until
Wednesday, April 11, 1984, at 10 a.m.

NOMINATIONS

Executive nominations received by
the Senate April 10, 1984:
DEPARTMENT OF HEALTH AND HUMAN SERVICES
Donald Ian Macdonald, of Florida,
to be Administrator of the Alcohol,
Drug Abuse, and Mental Health Ad-
ministration, vice William E. Mayer.




		Superintendent of Documents
	2016-11-15T16:19:38-0500
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




