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zation or, If they are qualified, they may 
eventually own their own dealerships. In 
~Ither case, their success benefits both them 

Cld the Corporation. We are determined to 
ntinue and expand these programs. 
These are some of our efforts. By them­

selves, they are not much. But taken to­
gether with the work of the entire business 
community they can make an imprint for 
the better on life in America. 

There is much, much more for each of us 
to do, working with government: with other 
companies, in our communities and in our 
own companies. The problem of minority 
enterprise challenges each of us greatly. 
We should not think of-it too narrow:ly. We 
can help meet the objectives of minority 
enterprise if we can find ways to encourage 
our minorities to Invest--as stockholders­
in established businesses. Thus even those 
of modest means could acquire a stake in 
our economy, or as President Nixon put it, 
"a piece of the action". Greater stock own­
ership among minorities would be a means 
of immediately putting the system to work 
for those who most need Its benefits. 

Minority enterprise requires and deserves 
our fullest efforts. Every businessman who 
owes some of his success to free enterprise 
should feel obliged to help others to enter 
alld to com;>ete for the rewards of enterprls". 

Let us focus always on the fuller freedom 
of opportunity that is implicit in the idea 
of minority enterprise. Let us focus on op­
portunity and recogniZe how our Individual 
efforts can help fulfill the promise of Amer­
ica. Let us resolve that the opportunity for 
business ownership shall be open equally to 
every American, and then we can say-with 
pride-that we helped to make free enter­
prise really free. 

[From the Detroit Free Press, Jan. 23, 1970] 
..ROCHE URGES MINORITY AID-FREE ENTER­

PRISE NOT FREE 
WASHINGToN.--General Motors chairman 

James M. Roche Thursday urged American 
business to "give the most serious considera­
tion" to helping minority groups develop op­
portunties in business. 

AddreSSing conference here on' minority 
enterprise sponsored by the U.S. Chamber 
of Commerce, Roche said free enterprise is not 
as free as it ought to be. 

"Almost all American businesses-more 
than 97 percent--are owned by those who 
are white. And these account for better than 
99 percent of the total receipts. 

"The owners of the other three percent 
of American business-some 150,000 estab­
lishments-are found among the 30-million 
black, Spanish-speaking or Indian Americans. 

"These are the minority Americans who 
constitute 15 percent of our population ... 
who for .one reason or another-have less 
than an equal chance to own a business." 

Roche said GM is currently providing em­
ployment opportunities, supporting educa­
tional institutions and giving financial as­
sistance to community housing projects in 
an effort to alleviate the problems of minor­
it y groups. 

Approximately 15 percent of GM's more 
than 600,000 hourly workers in the U.S. are 
from minority groups, primarily blacks. GM 
also has been increasing jobs for mi­
norities among its salaried people. These 
have climbed from 1,785 in 1965 to 5,093 cur­
rently, a 185.3 percent rise in the five years 
compared with an overall increase of 3.8 per­
cent in GM's salaried ranks. 

A GM spokesman noted that the corpora­
tion has 1,329 "officials and managers" from 
minority_groups, a 38 percent Increase since 
196.8. 

Roche mentioned purchases of glove com­
artment boxes from Watts In California, 

rubber production parts from Cleveland and 
metal stamplngs in Detroit as examples of 

"a wide variety of goods and services" 
bought by GM from "young companies 
owned by minority citizens." 

Roche cited difficulties GM is encounter­
ing In getting qualified minority-group can­
didates for local automobile dealerships. 
"Unfortunately very few •.. have had the 
necessary experience in managing the mer­
chandising aspects of the automobile buSi­
ness . Nevertheless we are intensifying our ef­
forts t o locate potential new dealers." 

GM Signed up its first two black dealers 
In 1967. Since then it has added five more. 

He cautioned his audience about the prob­
lems inherent in assisting minority enter­
prises. "It "1llust be made plain," he said, 
"that being in business for yourself Is not a 
guarantee of success," he reminded them 
that only one of two new businesses sur­
vives as long as 18 months and that only 
one of five would still be in business in ten 
years. 

"We must always keep in mind," Roche 
continued, "that we do not do any man a 
favor if we allow him to enter business 
unprepared. 

"Every businessman who owes some of his 
success to free enterprise should feel obli­
gated to help. others to enter and to compete 
for the rewards of enterprise." 

[From the Washingt~n Post, Jan. 23, 1970] . 
NOT A "PANACEA"-MINORITY BUSINESS 

BACKED 

(By Jan Nugent) 
The chairman of General Motors Corp. yes­

terday urged :the corporate community to be 
more resourceful and venturesome in finding 
ways to encourage minority-owned busi­
nesses. 

"We must not be bound in by precedent, 
but rather be flexible and alert to new ways 
of making the system work for our cause and 
not against it," GM Chairman James M. 
Roche sais!. 

At a conference on minority enterprise 
sponsored by the U.S. Chamber of Commerce 
here, Roche warned that minority-owned 
b1!Sinesses were not a panacea for the coun­
try's social problems. 

But there is this to be said for minority 
entrepreneurship, he continued: "Those whp 
advocate it expect too much from It; and 
those who belittle it fails to see how essential 
it is to the better America we must all work 
together to bUild." 

It is clear that, in America toaay, free 
enterprise is not as free as it ought to be, the 
GM official said. The task of opening the 
field to minOrities is "a job cut out- for 
business," Roclle asserted. 

General Motors has taken steps to use 
minority businesses as suppliers. and pur­
chases a variety of goods and services ' from 
these companies, he continued. 

Commerce Secretary Maurice Stans plugged . 
the Administration's minority enterprise pro­
gram, while admitting it suffered from a 
credibilitly gap he contended was undeserved 

Stans insisted President Nixon was deeply 
committed to the concept. The Commerce 
Secretary sllid little or nothing had been ac­
complished in the field of minority business 
in the past. "At least now we have a pro­
gram," he noted. . . 

To buttress his point, Stans ticked off 
government programs which encourage mi­
nority business; inyreased loanS by the Small 
Business Administration; federal government 
procurement pledges; and firm cOmmitments 
from franchisers to set up minority entre­
preneurs in business. 

MINORrry BUSINESS 
WASHINGToN.-The head of General Motors 

said today the nation's urban and racial 
problems will not be solved Simply by help­
ing blacks and other minorities start their 
own businesses. 

But GM Chairman James M. Roche said, 
the effort must be made to redeem the un­
deryling promise of free enterprise. 

Roche, addressing a U.S. Chamber of Com­
merce conference on minority enterprise, told 
fellow businessmen that Americans affirm 
the principle that "Every man deserves an 
equal right to try-and an equal right to 
fail." 

"We say, in effect, that free enterprise 
should be free," Roche said In his prepared 
address. "It should be open to all with the 
capacity and willingness to venture, to stake 
capitol on their ability and jUdgment, to 
risk in the hope of profit." 

Citing statistics showing that 97 percent 
of U.S. businesses with 99 per cent of the 
receipts are owned by whites, Roche said. 
"It is clear that in America today, free enter­
prise Is not as free as It ought to be." 
R~che warned against the use of minority 

enterprise "to further segregation Ol' separa­
tism"-to simply encourage black ownerShip 
of ghetto businesses. 

"Every business in the ghetto should not 
be owned by those _unfortunate enough to 
live there-no more than any business out­
side the ghetto should be closed to them," 
he said. 

Overlooking ''the need for experience and 
background" in business will lead to "only 
another disillusionment, another shattered 
dream" for the nation's minorities, Roche 
said. 

But despite the hazards, he said, American 
businessmen who have succeeded in the sys­
tem "should feel obliged to help otheI:.S to 
enter and to compete for the rewards of 
ent erprise." 

THE HUMAN ELEMENT INVOLVED IN 
"DELIBERATE SPEED" 

Mr. HOLLINGS. Mr. President, the 
chaos caused in the public schools by the 
Alexander "integration now" decision 
has taken on an aspect of the war in 
Vietnam-to the Nation generally, it is 
somebody else's problem. Just as long as 
yoU disrupt MisSissippi and South Caro­
lina and the South and leave us alone in 
N:ew York and Chicago, then fine busi­
ness. This leaves the people of my region 
not only distraught but also bitter. An 
orderly elimination of the dual school 
system, and a consequent legal elimina.­
tion, can not be obtained with this bit­
telness and misunderstanding. 

The reason for "deliberate speed" was. 
the human element. We are dealing with 
humans in our public schools-the par­
ents, the teachers, the legislators who 
draw up the budgets. the Governor and 
administrators who set the policy. and 
the taxpayers who pay the budgets. We 
must work together -if an effective edu­
cational program is to be maintained. 
Judges can not run schools, and I doubt 
if any of our Justices have had any ex­
perience in operating a public school sys­
tem. Certainly. they did not use it in the 
Alexander deCision, for they showed no 
awareness for the contracts made for 
teachers fot the school year, that busing 
and physical facilities are planned by the 
school year, that it is just as difficult to 
change a teacher or a pupil from his dis­
trict as it is to assign a judge a case out 
of his district. 

The schools of South Carolina have 
been moving with deliberate ' speed. 

Mr. BYRD of West Virginia. Mr. Pre&­
ident, will the Senator yield? 

Mr. HOLLINGS. I am glad to yield to 
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Because this dream has been so widely 

shared, the American system of free enter­
prise was born, and has prospered beyond 
man's imagining. Our system has produced 
more wealth-and shared this wealth more 
widely-than any other economic arrange­
ment the world has seen. Yet, its more than 
dollars. To all who take part in it, free en­
terprise offers the chance to fulfill human 
instincts: to innovate, to compete, to build 
and to own. 

We Americans aflirm this principle: that 
every man who is qualified to begin or sus­
tain a business should have the opportunity 
to do so. We say, in etIect, that free enter­
prise should be free. It should be open to all 
with the capacity and will1ngness to venture, 
to stake capital on their ab1l1ty and judg­
ment, to risk in the hope of profit. 

Yet it it clear that, in America today, free 
enterprise is not as free as it ought to be. 
Almost all American businesses-more than 
97 %-are owned by those who are white. And 
these account for better than 99 % of the 
total receipts. The owners of the other 3 % 
of American businesses--some 150,000 estab­
lishments--are found among the 30 m1llion 
black, Spanish-speaking, Or Indian Ameri­
cans. These are the minorl ty Americans who 
constitute 15 % of our population. These are 
they wh~for one reason or another-have 
less than an equal chance to own a business. 
These are the Americans this program in­
tends to help. 

Minority enterprise has many aspects. 
Some see it as an etIort to create and locate 
new business in the inner cities. Others re­
gard it as a means to assure that more busi­
nesses in the inner city will be owned by 
those who live there. 

These attitudes confuse and distract from 
the moral issue of minority enterprise. They 
lead into discussions of black power and 
green power, and the whole dialogue of divi­
sion. Minority enterprise should not be used 
to further segregation or separatism. Every 
business in the ghetto should not be owned 
by those unfortunate enough to have to live 
there--no more than any business outside 
the ghetto should be closed to them. 

Instead, the opportunity should be open to 
every man to begin a business wherever he 
thinks it oan best succeed. Any man who is 
will1ng to risk the considerable hazards of 
failure against the possible benefits of suc­
cess has the right to the opportunity of 
starting his own business. Business owner­
ship carries no guarantee of success. But ev­
ery man deserves an equal right to try-and 
equal right to fall. 

Minority enterprise should be another 
means of breaking down barriers of Inequal­
ity. In bUSiness ownership, as In employment 
the housing and education, every man's op­
portunity must be made equal to another's. 
In minority enterprise, unfortunately, the 
opportunities for business ownership today 
are not equal. We must all work to make 
them equal. The task before us is as simple 
and as difficult as that. 

There is this to be said about minority en­
terprise: those who advocate it expect too 
much from it; and those who belittle It fall 
to see how essential It Is to the better Amer­
ica we must all work together to build. 

Minority enterprise Is not a total solution 
to our urban and racial problems. It Is not 
a quick solutlort. Nor Is It a permanent solu­
tion. And to the few businessmen for whom 
It will mean new competition, It Is not even 
a pleasant solution. 

Many of Its advocates forget the harsh 
arithmetic of business failure as written in 
Dun and Bradstreet. Only one out of two 
new businesses survive as long as eighteeh 
months. Only one out of five will still be In 
business in ten years . These are stitI odds, 
especially to those among our minorit ies who 
are already handicapped by lack of educa­
tion or business experience. These facts must 
be explained to them, for our minorities have 
had enough of unfulfilled expectations. 

It must be made plain that being in busi-

ness for yourself carries as much chance of 
failure as of success. In the competitive 
world of business, there is hardly any sub­
stitute for experience. Only by experience, 
for example, will a businessman earn a repu­
tation that wUl inspire customer loyalty and 
attract investment capital. . 

Some of the strongest advocates of minor­
ity enterprise overlook the need for experi­
ence and background. They would have us 
assist minority entrepreneurs almost with­
out regard for their readiness to compete 
against others in business. For many, for 
who failures would be Inevitable, minority 
enterprise will be only another disillusion­
ment, another shattered dream. 

Yet, the encouragement of minority enter­
prise Is essential If every man is to have an 
equal opportunity to prove himself against 
the disciplines of a free market. Minority 
enterprise must be fostered If we are finally 
to fulfill the promise of our Declaration of 
Independence. 

So, for us in the business community, the 
course is clear. It Is for us, who have worked 
within and gained from the free enterprise 
system, to help others to share in it. It is 
for us, who most cherish the freedom in free 
enterprise, to as'!;ure that it is freely open to 
everyone. 

Obviously, not everyone who wants to be 
in business for himself can be--or should he 
be. Some are more quaUfied by education and 
experience than others, and for these the 
chances of success are better. There are also 
lingering conditions of discrimination in our 
society that favor one man over another. 
This is what we must change--dlscrimlna­
tion must be erased. 

As we encourage minority enterprise, we . 
must always keep In mind that we do not do 
a man any favor if we allow him to enter 
business unprepared. The bitter result will 
Ukely be failure, a waste of his capital, his 

.years, his reputation in the community, and 
most tragic, his beUef in himself. 

This places upon us, as we work to give 
our minorities their equal chance, a respon: 
sib1l1ty to seek out those who are best quaU­
fied and best motivated for business. Be­
yond this, we must train and nurture others, 
equipping them with the knowledge and the 
experience they w1ll need to be able to com­
pete on equal terms. 

The time and etIort required to prepare a 
man for business ownership is considerably 
greater than that needed to train him for a 
particular job within a company. The diffi­
culties of this preparation process must be 
kept in mind, both by the businessman 'Who 
is helping and by the pros}>ective entrepre-
neur. 

We must approach the task with an open­
ness of mind, and a positive desire to help. 
We need not give any man an unfair ad­
vantage, but we must give every man an 
equal chance. We need not resort to any 
bad or l.mjustifled business practice, but we 
must display a greater will1ngness to risk, 
a greater resourcefulness in finding ways 
within established practices. We must not be 
bound In by precedent, but rather be fiexl­
ble and alert to new ways of making the 
system work for our cause and not against It. 

This approach to fostering minority enter­
prise clearly calls for extraordinary steps. It 
requires ingenuity, imagination, patience 
and-most of all-a bit of courage. It may 
not be the easy way, but I know It Is the 
right way. I know It Is the best for all con- ' 
cerned, and certainly the best for the Amer­
Ica we are concerned about. 

All of you whose companies are involved 
In the JOBS program and know the story. 
The little extra help, the right steer, the 
word of encouragement, the demonstrated 
belief-all have worked to pay dividends In 
good employes. So It can be with minority 
enterprise. This, too, will be a modern Amer­
Ican success story If enough of us care 
enough to go the extra mile to help. 

If we are will1ng, ways will be found. This 

morning we receive'd booklets prepared by 
the Chamber. These spell out some "Corpo­
rate Options for Increasing Minority Partic­
ipation In the Economy". I commend ther 
to your attention. 

General Motors, like other major corpora­
tions, Is becoming Increasingly involved In 
programs to alleviate the problems of our 
minorities. We are active In providing em­
ployment opportunities, supporting educa­
tional Institutions, and giving financial as­
sistance to community housing projects. 

With regard to encouraging minority en­
terprise, every company, every-otndustry, will 
have its own special opportunities such as 
we have found at General Motors. Our varied 
needs and widespread operations lend them­
selves to an active search for existing minor­
ity businesses as new suppliers. They also 
enable us to develop new minority businesses 
that can supply quality goods on a competi­
tive basis. Every company of any size Is also 
the purchaser of a wide range of services, 
from simple landscaping to sophisticated 
computer services. These also otIer oppor­
tunities for small specialized businesses. At 
General Motors, we have examined Gur pur­
chasing poliCies, for both goods and services, 
to assure ourselves that they provlde the 
framework within which we can help quali­
fied enterprises in their start-up phase. 

We have already taken significant initia­
tives to help develop minority enterprises 
~ GM suppliers. We now purchase a variety 
of goods and services from young companies 
owned by minority citizens. For example, we 
buy glove-compartment boxes in Watts in 
California, rubber production parts in 
Cleveland, and metal stamplngs in Detroit. 
We are proud that more and more minority 
enterprise is found among our General 
Motors suppliers. 

In addition, many businesses like General 
Motors have extensive distribution fac1l1tles . 
We have, for example, thousands of local 
dealers and distributors for the products W ( 

make. Ownership of these outlets, scatterea 
across the nation, provides additional op­
portunities for qualified new entrepreneurs. 

A familiar measure of the difliculty of mi­
nority enterprise is that only a small frac­
tion of automobUe dealers are members of 
minority groups. This is a revealing indi­
cation of the obstacles that confront our 
efforts. Ownership of an auto dealership re­
quires an extraordinary amount of Initial 
investment. Even a small dealership is a 
good-sized business in most communities. 
It is a high-risk, Intensely competitive busi­
ness, and clearly not for the inexperienced 
manager. 

General Motors, for some time, has -been 
searching for qualified candidates for local 
dealerships. Unfortunately, very few mem­
bers of minority groups ha.ve had the nec­
essary experience In managing the merchan­
dising aspects of the automobile bUSiness. 
Nevertheless, we are intensifying our etIorts 
to locate potential new dealers, persons with 
recognizable qualities of business aptitude, 
enthusiasm, aggressiveness and the will1ng­
ness to risk, sacrifice and learn. 

More than forty years ago, General Motors 
established the Motors Holdings Division. 
Its purpose is to provide substa.ntlal assist­
ance In capital financing for retail dealers 
and distributors of GM products. Thus, Gen­
eral Motors stands ready to join qualified 
entrepreneurs as a partner In their enter­
prise through capital Investment. 

While we contine to seek those already 
qualified, at the same time we take promis­
ing individuals and place them within the 
system so they w1l1 acquire the necessary 
experience and background that may, in 
time, qualify them for dealerships. We do 
this within the General Motors organization, 
and we also encourage our dealers to put 
promiSing future entrepreneurs In jobs 
where they can learn. 

These practices otIer advantages both to 
the Corporation and to the individuals. For 
they may progress higher within the organ!-
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The sideshow at the White House on Tues­

day illuminated Scott's remark as nothing 
else could. 

\ny real push to begin revitalizing rural 
Is no farther along than it was In 1966, 

en the White House conference "To Secure 
These Rights" adjourned with a long list at 
recommendations about what needed to be 
done. 

Many of the proposals have been embodied 
in legislative proposals. A bill granting the. 
rural areas tax incen.tives which the task 
force said should be explored was introduced 
13 months ago by Sens. Fred Harris D-Okla., 
and James Pearson, R-Kan. So far, Secretary 
Hardin's department has not been allowed to 
even comment on it. 

A long range study of the need fol' bal­
anced population growth, another recom­
mendation in the Nixon task force report, 
was proposed in a bipartisan resolution 
passed in 1967 and against last year in the 
Senate. 

The whole range 01 revitalization thrusts 
which would be necessary to make the coun­
tryside an acceptable alternative to the cities 
was exhaustively outlined in September, 
1967, in the report "The People Left Behind," 
issued by the President's National Advisory 
Oommittee on Rural Poverty. Ironically, Uni­
verSity of North Carolina Vice President Ed 
Bishop, who headed that task force's study, 
was on the Nixon task force and made the 
same recommendations. 

So the words continue to masquerade as 
deCisions, and fiurries of activity-hasty 
White House news conferences in order to 
forestall leaks of 60-day-old reports-mas­
querade as progress. 

MILITARY EQUIPMENT FOR FOR­
EIGN GOVERNMENTS 

1\1:r. HARRIS. Mr. PreSident, last week 
ke against what I considered to be 

ill-advised proposal to loan three sub­
marines to Taiwan. Since that time, more 
information has come to light on Defense 
Department practices in providing mili­
tary equipment to foreign governments, 
indicating to me that the Congress must 
direct much closer scrutiny to this mat­
ter. 

A particular problem exists with re­
spect to materiel that has been declared 
surplus by the Pentagon. Unlike military 
assistance grants or military credit sales, 
this materiel can be disposed of abroad 
by sale or gift without congressional au­
thorization or limitation. The only cur­
rent requirement is that such transac­
tions be reported when the Defense De­
partment comes to the Congress for its 
annual appropriation. This after-the­
fact informational requirement is hardly 
a control, and even within the executive 
branch the Department of State has had 
a great deal of dimculty in establishing 
interagency mechanisms which would in­
sure that such surplus transactions are 
in the national interest and that they 
are compatible with our overall foreign 
policy. Since it has been estimated that 
$3.4 billion dollars worth of surplus 
equipment has been given away in the 
past 19 years, this is no small scale oper­
ation. It must be brought under close 
control, just as the Congress did with 
military credit sales in 1968. 

Mr. John W, Finney of the New York 
es recently wrote a very important 
cle outlining many of the problems 

in this area, giving particular attention 
to the $157 million worth of material giv-

en to Nationalist China alone last year. 
Since the details of these transactions 
were discovered only after the fact by 
the perceptive questioning of Represent­
ative CONTE of Massachusetts, emphasis 
is given to the need for better control 
mechanisms. In the Senate, the subcom­
mittee headed by the distinguished sen­
ior Senator from Missouri (Mr. SYMING­
TON) has been probing the details of such 
transactions, but the State Department 
has not yet seen fit to declassify informa­
tion provided in its hearings last fall. I 
strongly support the efforts of this sub­
committee, and hope that its work will 
result in the Congress being able to exert 
more effective control over the nature 
and limits of U.S. commitments and mili­
tary support activities abroad. 

I ask unanimous consent that this ar­
ticle by Mr. Finney be printed in the 
RECORD so that it may be more widely 
available. 

There being no objection the article 
was ordered to be printed in the RECORD, 
as follows: 
[From the New York Times, Mar. 29, 1970) 

TAIWAN GIVEN MANY AaMS IN SECRET 
BY UNITED STATES IN 1969 

(By John W. Finney) 
WASHINGToN.-The United States secretly 

presented Nationalist China last yea.r with 
fighter planes, cargo planes, destroyers, anti­
aircraft missiles, tanks and rifles reportedly 
worth $157-million. 

Except for approximately $1-million paid 
for four destroyers, the Government of 
President Chiang Kai-shek in Taiwan re­
ceived the weapons free out of stocks that 
had been declared surplus by the Defense 
Department. 

Such large-scale use of "surplus" weapons 
as an indirect form of military assistance is 
a relatively new development and is raiSing 
unresolved policy guestions within the State 
Department and e'ongress. 

With the reduction of the United States 
military forces and withdrawal of troops 
from South Vietnam, billions of dollars' 
worth of weapons are being declared surplus 
by the military services. A study by the staff 
of the Senate Foreign Relations Committee 
suggests that the total may come to $10-
billion, although State Department officials 
believe this estimate is too high. 

The Defense Department never announced, 
either publicly or to Congress, the transfer 
of the weapons to Taiwan, and the gift would 
probably have gone unnoticed if some ques­
tions had not been raised in a recent meeting 
of a House appropriations subcommittee by 
Representative Silvio O. Conte, Republican 
of Massachusetts. 

At a closed-door hearing, Representative 
Otto E. Passman, Democrat of LouiSiana, 
the subcommittee chairman, was once again 
raising the possibility of providing $54-mll­
lion so the Government in Taiwan could buy 
a squadron of F--4 Phantom jet planes. A 
similar proposed grant in the military-assist­
ance program was approved last year by the 
House, but blocked by the Senate. 

As the debate in the foreign aid subcom­
mittee warmed up, Lieut. Gen. Robert H. 
Warren, Deputy Assistant Secretary of De­
fense for military assistance and sales, broke 
in and was said to have observed: "I want 
you to know we have given them quite a bit." 
Then, under questioning by Mr. Conte, the 
details of the military goods supplied to the 
Chinese Nationalists were disclosed by Gen­
eral Warren. 

During floor debate last week, when the 
House approved legislation lending three sub­
marines to Taiwan, Mr. Conte listed some of 
the "military goodies" that were included in 

what he described as the "beautiful Christ­
mas present" for the Chiang Government. In 
an interview, he listed additional items that 
had been included in the package. 

ITEMS ARE LISTED 
These included four 20-year-Old destroyers 

that had been ct.ecommissioned by the Navy; 
equipment for a Nike Hercules miss!le bat­
tery that had been installed in Hawaii; more 
than 35 F-100 Super Saber jets, which are 
relatively old supersonic interceptors; more 
than 20 F-104 Starfighters, which are super­
sonic fighter planes still in use by the United 
States Air Force and the North Atlantic allies; 
more than 30 0-119 flying boxcars, which are 
15-year-old troop and cargo transports; some 
50 medium tanks, and about 120 Howit.zers 
and thousands of M-14 rifies. 

On the basis of the Warren testimony, Mr. 
Conte placed the total cost of the package 
at $157 million. 

In response to inquiries, the Defense De­
partment declined to confirm or deny the 
details of the package described by Mr. Conte. 
The explanation offered by a department 
spokesman was that the Pentagon normally 
does not discuss the transfer of arms to for­
eign allies and furthermore that the infor­
mation gets to "the order of battle" of the 
Chinese Nationalist armed forces. 

State Department officials, who were not 
so reluctant to discussion the transaction, 
said the trans1er had been worked out in 
negotiations last summer and fall. Confirm­
ing the general outlines of the package, these 
officials said the weapons were needed to 
modernize Taiwan's air defense and to replace 
obsolete ships in the navy. 

SEOUL ALSO GOT ARMS 
State Department officials described the 

transaction as part 01 a general program of 
using surplus arms to bolster the defenses of 
such "forward defense" countries as South 
Korea, Turkey and Taiwan. In recent months, 
for .example, the Defense Department has 
transferred 790,000 used rifles, carbines and 
submachine guns to South Korea for use by 
its home defense reserve forces. 

Within the last year or so, the Pentagon 
has embarked on a major program to use 
surplus weapons to supplement its military 
assistance program, which has been sharply 
reduced in recent years. 

This was a prinCipal justification offered 
by State Department officials for the major 
shipment of surplus arms to Nationalist 
China. 

Since the end of World War II, National­
ist China, known formally as the Republic 
of China, has received $2.7 billion in military 
assistance from the United States, primarily 
in arms provided as grants. But in recent 
years, this direct military assistance has been 
drastically curtailed , falling from $117 million 
in fiscal 1968 to about $25 million in the 
current fiscal year, which ends June 30. 

"One reason we provided the Republic of 
China with so much in such a short time," a 
Stat e Department official explained, "is that 
grant assistance was dropping drastically but 
at the same time China, as an exposed for­
ward-defense country, had unfulfilled mili­
tary requirements." 

The policy question now being raised by 
the Senate Foreign Relations Committee is 
what controls, either by the executive branch 
or by Congress, are being exercised over the 
Pentagon's use of its growing stockpUe of 
surplus weapons as a form of foreign military 
assistance. 

In other areas of military assistance, Con­
gress and the executive branch have est ab­
lished tight controls over the Pentagon. 

Direct military grant assistance, for exam­
ple, is subject to annual authorizations and 
appropriations by Congress, which thus sets 
a limit on how much aid can be provided 
country by country. 
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In the area of military sales-an area in 

which the Pentagon used to have complete 
latitude with Its own "revolving fund" to 
finance credit sales of arms-Congress In the 
last three years has Imposed tight controls. 
Under legislation first enacted In 1968 and 
now up for renewal, the Pentagon mustr ob­
tain CongreSSional authorization for credit 
sales and Congress in turn Imposes an an­
nual ceiling on the amount of the sales. 

As a result of an inve6tigatlon by the 
Senate Foreign Relations Committee three 
years ago, the executive branch also ordered 
tighter Interdepartmental coordination over 
Pentagon sales of arms. Such sales are now 
subject to formal approval by the. State De­
partment. 

But In the disposal of surplus arms 
abroad-through sale or gift--the Pentagon 
needs no Congressional authorization and 
faces no Congressional limitation. The only 
requirement Is that the Defense Department 
report the surplus arms transactions an­
nually when It appears before Congress for 
Its military-assistance appropriations, but 
as one Foreign Relations Committee statI 
member observed: "The reporting usually 
comes considerably after the fact." 

Within the executive branCh, the Pen­
tagon in principle has to obtain State De­
partment clearance for the disposal abroad 
of any major Item of surplus equipment. 
But State Department officials acknowledge 
that the controls over surplus eqUipment 
are not as tight as those that have been 
worked out for sales of military equipment. 

SYMINGTON HELD <IEARINGS 
One of the current elIorts within the State 

Department's Bureau of POlltico-Milltary 
AlIairs, therefore, Is to establish tighter In­
teragency controls over the disposal of sur­
plus weapons. A corresponding elIort to es­
tablish stricter Congressional controls Is 
certain to be made by the Senate Foreign 
Relations Committee as it considers exten­
sion of the military sales legislation, al­
ready approved by the House. 

A foreign relations subcommittee, headed 
by Senator Stuart Symington, Democrat of 
Missouri, got Its first insight Into the Pen­
tagon's growing use of surplus weapons as a 
form of military assistance when It held 
still-secret hearings last fall Into United 
States miUtary arrangements with Nation­
alist China. 

One of the operations discovered by the 
subcommittee was that Maj. Gen. Richard 
G. Clccolella, chief of the United States Mil­
Itary Assistance Advisory Group In Taiwan, 
had sent a special team to South Vietnam 
with the mission of finding used or damaged 
equipment that could be turned over to the 
Nationalist Government. 

The subcommittee also determined, ac.­
cording to Congressional sources, that Gen­
eral Clccolella had arranged for establish­
ment of a military equipment repair fa­
cility In Taiwan. 

The repair facility, according to these 
Congressional sources, was proving profitable 
to the Nationalist Government In two re­
spects. First, It .was receiving money to re­
pair eqUipment under contracts with the 
Defense Department. Second, It was receiv­
Ing free equipment by taking over weapons 
that had been declared irreparable by the 
United States. 

General Clccolella had been scheduled to 
testify before the Symington subcommittee 
last fall, but his appearance was postponed 
when he was hospitalized with a back ail­
ment. The general has now been reassigned 
to Fort Meade In Maryland, and the sub­
committee plans to have him testify before 
closing the Taiwan phase of Its investiga­
tion. 

THE POPULATION CRISIS-I 
Mr. TYDINGS. Mr. President, I am 

gratified to report that over the past 6 

months there has been a sudden surge of 
interest in the Senate in the critical pop­
ulation problem confronting the Nation 
and the world. The legislation I intro­
duced last year with 26 cosponsors to lay 
the foundation for a voluntary national 
family planning policy and to provide the 
resources for much-needed contraceptive 
research has an excellent chance of be­
ing enacted this year. In addition, a very 
healthy dialog is underway regarding 
what steps we as a nation must consider 
beyond family planning if we are to deal 
successfully with our overall population 
growth problem. 

In response to the many requests my 
office receives on both the domestic and 
international dimensions of the popula­
tion explosion, I shall attempt periodi­
cally to place in the RECORD magazine 
articles, monographs, and newspaper 
clippings that provide information and 
insight into this pressing problem. An 
emphasis will be placed on readibility 
and brevity, with occasional academic 
pieces sandwiched in for those who wish 
to approach the population problem in 
greater depth. 

I would like to begin this series of 
background inserts with an explanation 
by Prof. Charles F. Westoff of Princeton 
University of an extremely interesting 
study he and several colleagues conduct­
ed to measure the incidence of unwanted 
births in the United States. Of perhaps 
greatest significance, this study indi­
cated that a national family planning 
program, such as the one invisioned in 
S. 2108, would have had a dramatic im-

' 'Pact on the amount of U.S. natural popu­
lation increase-the difference between 
births and deaths which is the major 
determinant of U.S. population growth. ­
Dr. Westoff reports: 

For the nine years from 1960 through 1!/68, 
we estimate that between 35 and 45 percent 
of the natural increase that occurred in 
the U.S. could be attributed to unwanted 
fertility. 

In other words, a national family plan­
ning program with the capacity to pre­
vent all unwanted births would have 
gone far to substantially slow our popu­
lation growth and reduce the financial 
burdens on communities forced to pro­
vide for increased services such as high­
ways, school construction, and welfare. 

Mr. President, I ask unanimous con­
sent that Professor Westoff's discussion 
of his findings be printed in the RECORD. 

There being no objection the state­
ment was ordered to be printed in the 
RECORD, as follows: 
PLANNED PARENTHooo--THE EXTENT OF UN­

WANTED FERTILITY IN THE UNITED STATES 
(Remarks by Charles F. WestotI, Ph. D. Office 

of Population Research, PrInceton Uni­
versity, at annual meeting of Planned 
Parenthood-World Population, October 28, 
1969) 
The Planned Parenthood organization has 

set as one of Its major objectives participa­
tIon In the emerging national discussion on 
population policy for the United States. A 
national organization such as yours has a 
unique opportunity, Indeed a responslblllty, 
to carryon educational activities which will 
bring to the American public a clearer, more 
balanced picture of the nature of the prob­
lem and the elIects of alternative popula­
tion poliCies on this and futUre generations. 
Many of the Issues Involved are quite com­
plex and there are quite a few potential 

dangers In uniformed action. This only rein­
forces the necessity for careful study and 
thoughtful discussion by citizens' groups 
such as yours, as well as by government' 
clals and population scholars. Presum 
this Is the sort of thing which the Co -
mission on Population Growth and the 
American Future, recommended by the Pres-

. Ident, will encourage. 
It Is my task to place this subject In the 

context of oUr knowledge of American fer_ 
tility patterns. As a result of studies par­
ticularly In the last fifteen years, we know 
a good deal about the fertility patterns of 
American couples In all classes-their aspira­
tions, the ways In which they seek to control 
their fertility, and the extent to which they 
succeed or fall. I do not mean that there 
are no significant questions about American 
fertlllty which remain unanswered, nor do 
I mean that our knowledge permits us to 
make definitive predictions about the future 
course of demographic events In the U.S. I do 
mean, however, that deliberations on appro­
priate population policy should be based 
on as accurate an assessment of the Ameri­
can fertility picture as our knowledge per­
mits. 

In the emerging discussion, as In other 
policy discussions, It becomes extremely Im­
portant to define the nature and components 
of the problem accurately. For example, if 
we as a nation decide that our recent rates 
of population growth have been too hlgh­
or too low-In terms of accepted social or 
cultural objectives, then we must assess, as 
best we know how, what have been the ele­
ments making up the rate which we find so­
cially objectionable. To oversimplify for 
clarity, if all of our growth were due to mI­
gration, then one set of remedial pOlicies 
would ensue; If all of our growth were due 
to wanted babies born to couples who al­
ready practice modern contraception, then 
another set of policies would be indica 
while If all of our growth were accounte 
by unwanted pregnancIes among couples who 
practice no contraception or Inadequate con­
traception, then a third, and quite dltIerent 
set of policies would be suggested. U.S. popu­
lation growth In recent years has not been 
due to only one of these factors but to a 
mixture of all of them. In determining the 
directions for societal action, It Is critically 
Important to determine, as best we can, the 
proportions of U.S. population growth due to 
each of these factors. 

At the behest of Planned Parenthood, Dr. 
Larry Bumpass and I have reanalyzed the 
data from the 1965 National Fertility Study 
In order to estImate one of the components 
of U.S. population growth-the extent of un­
wanted fertlllty In the United States. As 
you know, the 1965 study was based on a 
comprehensIve survey of a representative na­
tional sample of married women In their 
childbearing years. The findings which I am 
about to present are based on our first re­
port which deals with births whIch the re­
spondents to the 1965 study stated were un­
wanted at any time either by the father, the 
mother or both. In our study. these briths are 
classified as "excess fertility" and provide a 
basis for estimating the number of births 
that would not have occurred If the couples 
had had access to perfect contraception. In 
the next several months, Dr. Bumpass and 
I will extend the analysis to estimate the 
demographic elIects of "timing fallures"­
birthS which the parents stated were wanted 
but which occurred before the parents de­
sired them. 

The findings of the first part of our analysis 
may be summarized as follows: 

1. A substantial proportion of recent b' 
to married couples was unwanted. Tw 
two percent of all births were unwante y 
at least one spouse. As would be expected, the 
percent unwanted Increased rapidly by birth 
order: 5 percent of first births, 35 percent 
of fourth births and more than half of 
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. Negotiations over new laoor agree- Less than two weeks ago I proposed a 
ments would be expected to begin ninety plan for raising first, second and third 
days before the expiration of existing class postage rates to a level that would 
agreements. There would be a statutory bring postal income fully into balance 
guarantee of final and binding third with anticipated postal expenditures'. 
party arbitration 'to resolve negotiating This plan included a proposal for in­
impasses after a ninety day cooling-off creasing the price of the first class 
period, during which time an outside stamp to ten cents. Understandably, the 
fact-finding panel would try to assist the proposed increase met with limited en­
parties in reaching agreement. Oppor- thusiasm, and I am not insensitive to 
tunities for mediation and conciliation the widespread concern that this pro­
would also be provided. posal evoked. Nevertheless, the need for 

All postal employees would retain their the additional revenue exists, and the 
full benefits under the Civil Service re- proposal highlighted the true cost to 
tirement system and' under the e~isting the user of our mail service. 
Federal workmen's compensation laws. In the course of negotiations, the 
The provisions of the Veterans Prefer- parties considered an alternative pro- ' 
ence Act would apply, as would the pro- posal that would provide a transitional 
visions of Title VI of the Civil Rights rate policy designed to cushion the im­
Act of 1964. The labor standards pro- mediate effect of the application of the 
visions to which Government ,contracts principle of pay-as-you-go on the users 
generally are made subject would be ap- . of themail.Thealternativeapproach.to 
plicable to contracts entered into by the be incorporated in the reorganization bill, 
new Postal Service to the same extent would require the general taxpayer to pay 
as elsewhere in the Government. 10% of the total cost of the new postal 

Finally, the right of every postal em- service ih the first year. The percentage 
ployee to petition Congress would be ex- of taxpayer support would decline each 
pressly preserved by statute. year until the end of 1977, when the mails 

' m . POSTAL PAY would be completely self-supporting ex-
In many parts of the country-par- cept for continuing appropriations to 

ticularly in our great urban areas-the reimburse the Postal Service for revenue 
pay of postal employees has lagged ser- lost on mail carried for non-profit or­
iously behind the pay received for com- ganizations and other groups entitled by 
parable work by employees in private law to use the mail free or. at specially 
industry. the general 6% increase has reduced rates. . 
alleviated that problem for most em- Though the goal would be delayed, ac­
ployees of the Federal Government, but ceptance of the principle of a true pay­
it fails to take into account two impor- as-you-go postal servict!-even in 
tant considerations that are unique to the stages-is a fundamental breakthrough. 
Postal Service: I would prefer an immediate end to 

-The need to offset the limited oppor- gener.al subs.idization of the taxpayer; 
tunities for job advancement that most but since the principles of pay-as-you-go 
postal workers have traditionally faced. and postal reform are of basic impor-

-The need to allow postal workers tance, I am ready to accept this gradual 
to share the benefits of the increases in but steady/approach to that goal: 
efficiency and productivity that should I would also prefer the method of rais­
be attainable under a properly reorga- ing most of the needed new revenues 

-nized postal system. from the business organizations that are 
These factors played an important the principal users of first class mail. 

part in the thinking of the postal nego- Again, however, I consider the principles 
tiators during their discussions on the of pay-as-you-go and postal reform to 
pay question. be overriding, and I am willing to make 

I propose an culditional pay increase adjustments in my original proposal so as 
of 8% for the postal employees, etJec- to raise more revenues from other classes 
tive immediately upon enactment of the of mail. 
reorganization law, with prompt collec- In the interest or making realistic 
tive bargaining over pay schedules under progress toward the objective of bringing 
which the time required for rank and file postal expenditures into balance with 
postal employees to reach the top pay postal revenues, I now propose to 
step in their respective labor grades -Increase the price of the first class 
would be compressed to not more than stamp by one third, from six cents 

. ht to eight cents. 
elg years. IV. POSTAL RATES -Keep the price of the air mail stamp 

As the new Postal Service will be self­
contained, so should it be self-support­
ing; as it will be non-profit, so should it 
be non-loss. 

If the pay increases that the postal 
negotiators have agreed to recommend 
are put into effect promptly, and if postal 
rates were to remain where they are 
today, postal expenditures would exceed 
postal income in 1971 by approximatt!ly 
two and one-half billion dollars. 

A postal deficit of this magnitude 
would be indefensible at any time; dur­
ing a period when inflation is threaten­
ing the economic well-being of every 
American family, such a deficit would 
be totally irresponsible. 

at ten cents. 
-Increase the average second class 

postage by one half. 
-Increase third class bulk and single 

piece rates by one third (the same 
percentage increase as first-class). 

These rate increases would generate 
,additional revenues of more than $1.5 
billion-enough, with the temporary 
10% contribution by the Federal tax­
payer, to put the new, independent 
United States Postal Service on the road 
to a sound, pay-as-you-go operation. 

V. TOWARD POSTAL EXCELLENCE 

Mail users, postal employees and the 
nation as a whole have gone through a 
long ordeal in reaching the threshold of 

basic postal reform-but we have come a 
long way. 

The Congress is now presented with 
an opportUnity to pass legislation that 
will bring a new measure of fairness to 
postal employees, a new efficiency to the 
system itself, and long overdue equity to 
the taxpayer. 

Neither better pay nor better organiza­
tion will, in and of itself, guarantee better 
mail service. 

Laws do not move the mail', nor do 
dollars. What moves the mail is people­
people who have the will to excel, the wili 
to do their work to the very best of their 
ability. 

The United States is fortunate to have 
such people in its postal system today. 
As the Postmaster General has ).lI'ged, 
these people must be retained; in the 
years ahead, more like them must be 
recruited. This legislation would repre­
sent an important step toward that end. 

Enactment of the iegislation that I 
now propose would give our postal em­
ployees the means to attain a goal they 
have never before had the means of at­
taining-the goal of building, in Amer­
ica, the best postal system in the world. 

That is a goal worth striving for. With 
this postal reform legislation, it is a goal 
that can be achieved. I hope the Congress 
will lose no time in enacting the laws 
that are needed to let our postal people 
get on with the job. ' 

RICHARD NIXON. 
'THE WHITE HOUSE, April 16, 1970, 

EXECUTIVE MESSAGES REFERRED 
As in executive session, the Presiding 

Officer (Mr. EAGLETON) laid before the 
Senate messages from the President of 
the United States submitting sundry 
nominations, which were referred to the 
appropriate committees. 

(For nominations received today, see 
the end of Senate proceedings.) 

EMERGENCY HOME FINANCE 
ACT OJ.<' 1970 

Mr. MANSFIELD. Mr. President, I ask 
unanimous consent that the Senate pro­
ceed to the consideration of Calendar 
No, 764, S. 3685. 

The PRESIDING OFFICER (Mr. 
EAGLETON). The bill will be stated by 
title. 

The ASSISTANT LEGISLATIVE CLERK. .(\ 
bill (S. 3685) to increase the availability 
of mortgage credit for the financing of 
urgently needed housing, and for other 
purposes. 

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

Mr. SPARKMAN. Mr. President, the 
bill before us today, S. 3685, the proposed 
Ejmergency Home Finance Act of 1970, 
is interided to increase the availability of 
mortgage credit for the financing of ur­
gently needed housing. It is a package 
bill bringing together four bills intro­
duced by me, S. 2958, S. 3442, S. 3508, and 
S. 3555, and one bill, S. 3503, introduced 
by Senator PROXMIRE. Each of these bills 
would, in one way or another, help im­
prove the availability of mortgage credit 
for hOIp.e financing. 
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S.3544 
Be it enacted, by the Senate ana House 

0/ Representatives 0/ the United, States 
0/ America in Congress assembled" That the 
second sentence of section 49(a) of the 
Arms Control and Disarmament Act, as 
amended (22 U.S.C. 2589 (a) ), is amended by 
dnserting immediately after "$18,500,OO()", 
the following: ", and for the two fiscal years 
1971 and 1972, the sum of $17,500,000,". 

TIle PRESIDING OFFICER (Mr. 
BYRD of Virginia). Without objection, 
the title will be appropriately amended. 

MESSAGES FROM THE PRESIDENT­
APPROVAL OF A BILL 

Messages in writing from the President 
of the United States were communicated 
to the Senate by Mr. Geisler, one of his 
secretaries, and he announced that on 
April 15, 1970 the President had ap­
.proved and signed the act (S. 3690) to 
increase the pay Of Federal employees. 

"-
REORGANIZATION OF THE POST 

OFFICE DEPARTMENT-MESSAGE 
FROM THE PRESIDENT (fl. DOC. 
NO. 91-313) 
TIle ACTING PRESIDENT pro tempore 

(Mr. BURDICK) laid before the Senate the 
following message from the President of 
the United States, which was referred 
to the Committee on Post Office 'and 
Civil Service: 

To the Congress of the United States: 
My message of April 3 outlined the pre­

liminary agreement that the Govern­
ment reached with its postal employees 
after the end of the recent postal work 
stoppage. 

In that agreement, the Post Office De­
partment and the postal employee orga­
nizations affiliated with the AFL-CIO 
undertook to negotiate and jointly spon­
sor a postal reorganization and pay bill 
to be recommended to the Congress as a 
measure that could ultimately lead to a 
cure of the problems that have been fes­
tering for years in the postal system. 

The negotiations went forward in an 
atmosphere of good will and good faith 
on both sides, and they have now cul­
minated in agreement on a legislative 
proposal that would: 

-Convert the Post Office Department 
into an independent estabIishli.ent in the 
Executive Branch of the Government, 
freed from direct political pressures and 
endowed with the means of building a 
truly superior mail service. 

-Provide a framework within which 
postal employees in all parts of the coun­
try can bargain collectively with postal 
management over pay and working con­
ditions. 

-Increase the pay of postal employees 
by 8%; over and above the Government­
wide increase of 6 %, and shorten the 
time required to reach the top pay step 
for most postal jobs. 

I support the proposed legislation that 
has been agreed to in the negotiations 
between the Post Office Department and 
the postal unions, and in transmitting it 
to the Congress I urge that it be given 
prompt and favorable consideration. 

The Secretary of Treasury is sending 

to the Congress shortly the detailed legis­
lative proposals necessary to accelerate 
the collection of estate and gift taxes 
which will pay for the 6% government­
wide pay raise. 

I. THE UNITED STATES POSTAL SERVICE 

The negotiators quickly agreed that the 
structure of the nation's postal estab­
lishment should be one that would per­
mit the postal system to operate on an 
independent, self-contained basis. This 
means that for the first time in genera­
tions, the Post Office would be run by 
people whose authority would be com­
mensurate with their responsibilities; it 
means that the Post Office would carry 
its own burden and not be a burden to 
the taxpayer; and it means that the Post 
Office would serve the public interest of 
all Americans and not the political in­
terest of any individual or group of in­
dividuals. 

Fourteen months ago, I pledged that 
this Administration would do' its best to 
end the system of pOlitical patronage 
that has plagued the Post Office for the 
better part of the past two centuries. We 
have kept that promise. Looking to the 
future, however, I believe that only basic 
changes in the system can provide per­
manent insurance against a rebirth of 
partisan politics in the Post Office. 

TIle proposed legislation that the 
postal negotiators have agreed upon, and 
that I now endorse, would build a perma­
nent firewall between postal affairs and 
political patronage. 

1 propose that the Post Office Depart­
ment be reorganized as an independent 
establishment known as "The United 
States Postal Service." TIle new estab­
lishment would be organized in a way de­
signed to make it at least as free from 
partisan political pressure as are such 
presently existing independent establis~­
ments as the Board of Governors of the 
Federal Reserve SYstem, the Securities 
and Exchange Commission, and the Na~ 
tional Aeronautics and Space Adminis­
tration. 

The Postmaster General would no 
longer be a member of the Cabinet, un­
der this proposal, and the Postal Service 
would be insulated from direct control by 
the PreSident, the Bureau of the Budget 
and the Congress. 

Instead of being appointed directly by 
the President, the Postmaster General 
would be selected by nine public members 
of a bipartisan Commission on Postal 
Costs and Revenues. These nine Com­
missioners-not more than five of whom 
could be from the same political party­
would serve 9-year statutory terms, 
under appointment by the President with 
the advice and consent of the Senate. 
TIle Postmaster General, who would hold 
office at the pleasure of the Commission­
ers, would be vested with full authority 
to manage the day-to-day operations of 
the Postal Service. 

TIle legislation would provide the new 
Postal Service with the means 011 achiev­
ing: 

-Continuity of top management, with 
the tenure of the Postmaster General 
based on performance and not on poli­
tics. 

-Appropriate control over postal 
rates, with a Postal Rate Board holding 

full and fair hearings on rate changes 
proposed by the Postmaster General, and 
with either House of Congress being em­
powered to veto proposed rate changes 
by a two-thirds vote. 

-A self-supporting postal system. 
-A workable method of raising neces-

sary funds by borrowing from the Treas­
ury Department or from the general 
public. 

-Collective bargaining over wages, 
hours and, in general, all working con­
ditions that are subject to collective 
bargaining in the private sector. 

A proposal for massive reorganization 
of a Government organization as impor­
tant as the Post Office Department 
should, obviously, receive careful study 
before it is adopted. Fortunately, the 
question of postal reform has been re­
ceiving intensive scrutiny, both in Con­
gress and in the country at large, ever 
since my basic postal reform proposal 
was sent to the Congress last May. Dur­
ing that time the need for fundamental 
reform of the postal system has come to 
be almost universally recognized, and I 
suggest that further delay in starting on 
the road toward postal excellence would 
be indefensible. 

n. POSTAL EMPLOYEE-MANAGEMENT 

RELATIONS 

The negotiators have agreed that 
there should be a statutory framework 
for collective bargaining in the postal 
establishment resembling that of pri­
vate industry. 

The people of this nation cannot and 
will not submit to the coercion of strikes 
by employees of the Federal Govern­
ment. Since strikes by employees of the 
new Postal Service must be prohibited, 
a workable alternative to strikes must 
be provided-an absolutely impartial 
means of resolving differences between 
postal management and postal employ­
ees without the public bl)ing subjected 
to interruptions in the postal _service. 
That is what the proposed legislation 
agreed upon by the postal negotiators 
provides. 

1 propose that the new United States 
Postal Service be empowered to engage 
in collective bargaining with recognized 
employee organizations over ivages, 
hours, and working conditions generally, 
with negotiating impasses being finally 
resolved, if necessary, by binding arbi­
tration. 

Determination of national collective 
bargaining units, recognition of collec­
tive bargaining representatives and ad­
judication of unfair labor practice 
charges would be handled by the Na­
tional Labor Relations Board under 
procedures similar to those that have 
long been followed in the private sector. 

In addition to · wages and hOllrs, mat­
ters that are subject to collective bar­
gaining would include such things as 
grievance procedures, final and binding 
arbitration of disputes, seniority rights, 
holidays and vacations, life insurance, 
medical insurance, training and promo­
tion procedures. Emplo~ benefits en­
joyed today would be ehrried forward, 
and, in the case of rank and file postal 
employees, any change in such benefits 
would be subject to the collective bar­
gaining process. 
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The bilI IS designed to encourage and 

expedite the construction and financing 
of a substantial number of new and ex­

'lg homes. It seeks to attain these 
by first, authorizing $250 million to 

1) propriated to the home loan bank 
system to reduce interest charges on ad­
vances by the Federal home loan banks 
to savings and loan associations and 
other members; second, by establishing 
both within the Federal National Mort­
gage Association and within the Federal 
home loan bank system new secondary 
mortgage market facillties; third, by re­
allocating and removing restrictions on 
funds previously authorized to the Gov­
ernment National . Mortgage Associa­
tion-GNMA-so that the funds would 
be made available under terms accepta­
ble to the President for the purchase of 
special assistance mortgages; fourth, 
by authorizing the Federal Home Loan 
Bank Board to raise capital during tight 
money periods _by issuing up to $3 bU­
lion a year in certificates to be pur­
chased by the Federal Reserve Board; 
and fifth, by establishing a new dual 
FHA-VA interest rate ceiling procedure 
and other related mortgage credit pro­
visions. 

ECONOMIC CONDITIONS 

It is obvious to the committee that eco­
nomic conditions in this Nation are ap­
proaching a critical level, and that im­
mediate action is necessary if we are to 
avoid a further drop in the economy and 
possibly a serious recession by the end 
of the year. 

Our present economic indicators show 
important parts of our economy are 
. "'lr declining or are increasing at a 

pace. The last two quarters have 
8 no real gain in the GNP. In the 
last quarter of calendar year 1969, the 
GNP grew at an annual rate of 4 percent 
but. after applying the price deflator, 
the real growth was negative. Similarly, 
the preliminary figures for the first quar­
ter of calendar year 1970 indicate that 
the growth in GNP was wiped out by 
inflation. 

The fear of many economists Ii that 
our econmny is facing a period of price 
infiation accompanied by a mild reces­
sion. 

The committee recognizes, of course, 
that the most important single factor 
causing our present dilemma is "infla­
tion." 

Unfortunately, the policies currently 
being used by the administration to fight 
inflation are having an extremely dis­
astrous effect on housing and, unless 
something substantial is done right 
away-at the beginning of the 1970 
homebuilding season-to bring relief, a 
far worse housing crisis than is presently 
being experienced will occur later this 
year. 

HOMEBUILDING 

Housing starts in 1969 dropped sharply 
each month from a sessonally adjusted 
annual rate of 1.9 million in January to 
a 1.3 million rate in December. The first 
2 months of 1970 continued at the year­
end low level and it is expected that a 
['·· .... 00 drop will occur in March and sub-

~nt months. Secretary Romney of 
predicted an annual start level of 

L4 million for the year of 1970. Many of 
the witnesses testifying before the com-

mittee indicated that, unless significant 
support is given to the housing program, 
out total production for the year will be 
far below the 1.4 million level. 

This dropoff in housing starts is com­
ing at a time when the demand for hous­
ing is at its highest level since the end of 
World War II. Vacancy rates are at their 
lowest rate since World War II, and the 
demand for new housing resulting from 
rising incomes is at its highest rate in 
recent years. 

Concurrent with this downward trend 
in production. interest rates on home 
mortgages are at the highest they have 
been since the Civil War. Interest rates 

- on Government-supported mortgages-­
FHA's and VA's-a.re presently 8Y2 per­
cent with as many as 6 to 10 points 
being demanded in some areas. Conven­
tional mortgage loans are being made at 
even higher rates-as high 'a8 9 Y4 per-
cent. . 

One of the unique results of the short­
age and high cost of mortgage credit is 
the nearly "death blow" given to housing 
for middle-income families. Shortage of 
mortgage credit has resulted in such high 
interest costs that a middie-income fam­
ily is squeezed out of the opportunity of 
acquiring new housing. In many places, 
the only housing being built is low-cost 
subsidized housing for low-income ta.m1. 
lies and high-priced housing-above 
$30,OOO-which only the upper-income 
families can afford. 

MORTGAGE CRBDIT SHORTAGES 

During 1969, the mortgage credit 
squeeze became worse each month as 
the year progressed. The early months 
of the year show a slight softening of 
the tight money policy and a leveling off 
of interest rates but no relief for mort­
gage credit needs for sometime to come. 

Disintermediation, the name given to 
the redirection of the flow of savings 
away from such financial intermediaries 
as savings and loan associations into di­
rect investments, has been a serious fac­
tor affecting mortgage credit flows in 
recent months. In January 1970, $1.4 
billion of savings and loan funds was 
withdrawn in excess of new deposits. 
February figures were better with a net 
inflow of only $207 million and, a sample 
survey of March deposits, indicates a 
further improvement. . 

Last year was a crisis year for many in 
the savings and loan industry. The sav­
ings and loan associations ended the 
year with a net increase in savings de­
posits of approximately $4 billion. This 
compares with nearly $7 Y2 billion in 
1968 and $10.7 billion in 1967. With sav­
ings deposits down; the associations 
maintained their level of mortgage loans 
during 1969 by increasing their borrow­
ing from the home loan banks by $4 bil­
lion. 

The FHA and VA mortgage credit mar­
ket received a similar boost in 1969 by 
a sharp increase in secondary mortgo.ge 
activity by the Federal National Mort­
gage AssOCiation, amounting to $4.1 bil­
lion. 

Mortgage interest rates continued to 
climb reaching an intolerable level of 
8.35 percent as an effective rate charged 
to purchasers of new homes in January 
1970. 

As funds become more and more 

limited and the interest rates continued 
to rise, low and middie income families 
were finding it increasingly dlfticult to fi­
nance the purchase of a new home. The 
median purchase price of all new homes 
financed moved to a new high of $36,200 
in January 1970. 

Instead of meeting our Nation's goal 
of 2 million housing units in 1969, we 
produced only 1.5 million and, at our 
present rate, we will be lucky to meet a 
level of 1.4 million in 1970. 

Higher prices started their upper climb 
when the Federal Reserve Board began 
in December 1965 to apply its tight moh­
~ policy. In a scant 4-year period, the 
price of mortgage money has risen over 
2 percent, and the average price of a 
new home has risen $10,000, from a me­
dian level of $26,200 in 1966, to $36,200 
in 1970. In interest charges alone, to­
day's median price borrower is commit­
ting himself to pay nearly $50,000 over 
the 25-year life of a mortgage. 

A few higher income families can af­
ford this, and others make saerifices of 
necessities to scrape through, but the 
great masses of low- and middle-income 
families cannot afford such prices. 

This situation reflects poorly on the 
money managers of our economy. We 
seem to have plenty of money for oflice 
buildings, new plants, and for all kinds 
of consumer frivolities, but not for homes. 

At the peak of our amuence, we are un­
able to build homes that the vast bulk 
of our people can afford. We have to 
resort to subsidies and to artlflcially con· 
trived market devices to wean capital 
away from more lucrative but less essen­
tial uses into one of the basic needs of 
our society---decent housing. 

This is an intolerable situation, and 
I believe we must direct our efforts to 
come up with better answers. 

The bill before us provides some an­
swers and, once implemented, would be 
very helpful in increasing the mortgage 
credit supply for home financing. 

I would like to point out, however, that 
this bill still does not go to the root 
of our present difftculty. It is an emer­
gency bill to meet the present crisis 
caused by high interest rates. For the 
most part, its purpose is to ease the bur­
den and provide temporary relief until 
we get back to normal. 

We all know that most of our trouble 
in home financing emanate from the 
tight money and high inteerst policy of 
the Federal Reserve Board in controlling 
inflation. This policy has gotten us into 
difllculties, I believe five times, since 
World War II, and it is about time that 
we learn how to avoid such serious eco­
nomic blows to housing. 

I have great confidence in the new 
Chairman of the Federal Reserve Board. 
Mr. Arthur Burns, who has assured me 
he will give serious study to this mat­
ter and provide us with better solutions. 

Mr. President. in this connection, I 
should like to point out a statement made 
several times by Governor Maisel of the 
Federal Reserve Board that in the 1966 
money crunch which was similar to the · 
one we are in now, hOUSing, even though 
it consists of only about 3~ percent of 
the gross national product, absorbed 70 
percent of the impact of the Federal Re­
serve Board's tight-money policy. I 
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would guess that during the present 
tight-money situation it would be a simi­
lar impact. 

Now let me explain brietly the provi­
sions of the bill. 

EXPLANATION OF THE BILL 

Title I of the bill authorizes an appro­
priation not to exceed $250 million to 
be used by the Federal Home Loan Bank 
Board to reduce the interest rates 
charged by Federal home loan banks on 
short- and long-term loans to member 
associations to promote an orderly tlow 
of "funds into residential financing. Dis­
bursement of funds pursuant to this sec­
tion will be made under such terms and 
conditions as the Federal Home Loan 
Bank Board shall prescribe consistent 
with the purposes of the bill. 

It is the intent of this legislation that 
the Board shall administer the program 
to assure that funds are used to assist 
in the provision for housing for low­
and middle-income families and that 
such families share fully in the benetlts 
resulting from the disbursement of such 
funds. No borrower from a Federal home 
loan bank may receive such funds if the 
effective rate of interest on any loan 
involving such funds exceeds by more 
than 1 percentage point the effective rate 
of interest payable by such member as­
sociation or other borrower. 

Title' II of the bill would expand the 
purchase authOrity of the Federal Na­
tional Mortgage Association to include 
conventional mortgages, in addition to 
the federaly underwritten mortgages it 
now purchases and sells. These pur­
chases would be limited to mortgages 
with a loan-to-value ratio of not more 
than 75 percent. This restriction would 
not apply to any mortgage if the seller 
retains a participation in the mortgage 
of at least 10 percent, if the seller agrees 
to repurchase or replace the mortgage 
in the event of a default within 3 years, 
or if the excess above such 75 percent is 
privately insured or guaranteed. These 
limitations are for the purpose of having 
the association avoid the purchase of 
high-risk mortgages and thus assure the 
continued integrity of FNMA's portfolio. 
Also, of course, these purchases would 
have to meet the test already required 
by FNMA's Charter Act, that the mort­
gages meet, generally, the purchase 
standards imposed. 

In the committee bill, the intent is 
clear that FNMA was set up primarily 

• for FHA and VA mortgages and that con­
ventional mortgage purchasing should in 
no way diminish its support of the FHA 
and VA market. 

Title III of the bill would authorize 
the establishment of a secondary mort­
gage market facility, called the-Federal 
Home Loan Mortgage Corporation, un­
der the direction of the Federal Home 
Loan Bank Board. 

The Corporation would have authority 
to purchase residential mortgages from 
any Federal home loan bank, the Fed­
eral Savings and Loan Insurance Cor­
poration, any member of the Federal 
Home Loan Bank System, or any other 
financial institution-the deposits or ac­
counts of which are insured by an agency 
of the United States. 

Title V of the bill provides a new pro-

gram for channeling low cost mortgage 
credit to middle income homebuyers 
through the facilities of the Federal Re­
serve discount window, the Federal Home 
Loe.n Bank Board, and the Nation's pri­
vate financial institutions. 

Title VI of the bill-miscellaneou&­
would carry out the recommendations of 
the Commission on Mortgage Interest 
Rates. 

Section 601 would establish, through 
January I, 1972, a dual market system 
for FHA and VA mortgages. Under one 
part of the dual system, the existing au­
thority of the Secretary of Housing and 
Urban Development to set maximum in­
terest rates at a level he tlnds necessary 
to meet the mortgage market would be 
extended from October I, 1970, to Janu­
ary I, 1972. Under these extensions, the­
market would continue to operate much 
as it does now, with FHA and VA mort­
gages originated at interest rates limited 
by ceilings set by the Secretary of Hous­
ing and Urban Development and the Ad­
ministrator of Veterans' Affairs. 

Under the other part of the dual sys­
tem, the rate on an individl 'a! FHA-VA 
mortgage would be detennined in the 
marketplace, without regard to any ad­
ministrative or statutory ceiling, pro­
vided the mortgage originator or lender 
neither charges nor collects any discount 
from any party in connection with the 
transaction. An origination fee would 
still be permitted-under regulation­
and discounts would still be permitted 
in the secondary market where existing 
mortgages are sold. 

Section 602 of the bill would direct the 
Secretary of Housing and Urban Devel­
opment and the Administrator of Vet­
erans' Affairs, after consultation with 
each other, to prescribe standards gov­
erning the amounts of settlement costs 
allowable in any area in connection with 
the financing of FHA- and VA-assisted ­
housing. The FHA and VA standards for 
loans would be consistent with each other 
and would be based on the Secretary's 
and the Administrator's estimates of the 
reasonable charge for necessary services 
involved in closings. 

The Secretary and the Administrator 
would also be directed to undertake a 
joint study and to make recomendations 
to the Congress, no later than one year 
after the enactment of this bUI, as to leg­
islative and administrative actions to re- . 
duce and standardize settlement costs. 

Section 603 of the bill would create 
a Special Advisory Commission on Hous­
ing which WOUld, no later than Novem­
ber 1 of each year, recommend to the 
Congress specitlc housing goals for Ute 
next tlsCal year and proposals to achieve 
these goals. The Commission's recom­
mendations would be considered ana dis­
cussed in the annual housing report re­
quired to be submited by the President 
pursuant to title XVI of the Housing and 
Urban Development Act of 1968. 

Section 604 of the bill would amend 
the Home Owners Loan Act of 1933 to 
liberalize the statutes governing the act!­
vites of the savings and loan associations. 

Section 605 of the bill would liberalize 
the real estate lending statutes govern­
ing the activities of the commerclal 
banks. 

Mr. President, I ask unanimous con­
sent that a section-by-section summary 
of S. 3685 be printed in the RECORD. 

There- being no objection, the sect' 
by-section summary was ordered 
printed in the RECORD, as follows: 

SECTION-BY-SECTION SUMMARY 

TITLE 1-I1EDUCTION OJ' INTEREST CHARGES FOR 
MEMBERS OJ' THE FEDERAL HOME LOAN BANK 
SYSTEM 

Section 101 of the bill would authorize an 
appropriation of $250 million to be used by 
the Federal Home Loan Bank Board for dis­
bursements to Federal home loan banks for 
the purpose of providing funda for mortgage 
financing at reduced rates of Interest to 
home buyers and other borrowers. The dls~ 
bursements of the funda shall be admin­
istered to assist In the proVision of housing 
for low- and middle-Income families. In no 
case may the lending InstitUtion use the 
funda for a loan with an effective Interest 
rate greater than 1 percent above the effec­
tive rate of Interest payable by the lending 
Institutions to the Federal home loan bank 
for such funda. The maximum mortgage ioan 
asSisted with such funds may not exceed 
the comparable ceilings under section 203 
(b) (for sales housing) and section 207 (for 
rental housing) of the National Housing Act. 
No more than 20 percent of funds appro­
priated may be disbursed to anyone Federal 
home loan bank district. 
TITLE U-AUTHORITY J'OR THE FEDERAL NATIONAL 

MORTGAGE ASSOCIATION TO PROVIDE A SECOND­
ARY MARKET POR CONVENTIONAL MORTGAGES 

Section 201 (a) of the bill would expand 
the purchase authority of the Federal Na­
tional Mortgage Association to Include con­
ventional mortgages, In addition to the Fed­
erally underwritten mortgages it now pur­
chases and sells. These purchases would be 
limited generally to mortgages with a maxi­
mum loan-to-value ratio of 75 percent; 
restriction would not apply (1) if the 
above such 76 percent Is privately ins 
or' guaranteed, (2) If the seller agrees to re­
purchase or replace the mortgage in the 
event of a default within 3 years, or (3) it 
the seller retains a participation of at least 
10 percent. 

There could be no advance commitments 
to purchase conventional mortgages In cases 
where the seller retains a participation in 
the mortgage. No more than 10 percent of all 
purchases of conventional mortgages may be 
of mortgages more than 1 year old at time 
of purchase. Also, mortgages over 1 year old 
could be purchased only from sellers con­
tinuing In the mortgage lending business. 
Lastly, the maximum dollar limits on mort­
gages purchased could not exceed comparable 
limits applicable under sections 203(b) (for 
sales housing) and 207 (for rental housing) 
of the National Housing Act. Section 201(b) 
would exclude from the limitations on obll­
gations of National Banks those resulting 
from sale of mortgages to FNMA or the Fed­
eral Home Loan Mortgage Corporation. 

TrrLE =-FEDERAL HOME LOAN MORTGAGE 
CORPORATION 

Section 301 provides that title III may be 
cited as the "Federal Home Loan Mortgage 
Corporation Act." 

Section 302 OOIlta.lns definitions 01 terms 
used in title III. 

Section 303(a) creates the Federal Home 
Loa.n Mortgage Corporation. to be under the 
direction of a board of directors composed of 
the members of the Federal Home Loan Bank 
Board, the chairman of-which wouid be the 
ohalrman of the board of directors. 

Section 303(b) sets forth the powers 01 the 
Corporation a.nd gives it authority to Incur 
expenditures and employ personnel wit' , 
regard to certain statutory restrictions 

Section 303 (0) provides for the Investm t 
01 lunda of the Corp~tlon, which may be 
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" '(d) Interest subsidy payments shall be 
on mortgages on which the mortgagor makes 
monthly payments toward principal and In­
p~est equal to an amount which would be 

Ired if the mortgage bore an effective 
rest rate of 7 per centum per annum 

including any discounts or charges In the 
nature of points or otherwise (but not In­
cluding premiums, If any, for mortgage In­
surance) or such higher rate (not to exceed 
the rate specified In the mortgage) which 
the mortgagor could pay by applying at least 
lO per centum of his Income toward home­
lwnershlp expenses. As used In this subsec­
_lon, the term "monthly homeownership ex­
oense" shall Include the monthly payment 
(or principal, Interest, mortgage insurance 
"remium, Insurance, and taxes due under 
.he mortgage. 

"'(e) The interest subsidy payments shall 
be In an amount equal to the difference as 
determined by the Secretary, between the 
total amount of interest per calendar quarter 
. c~ived by the investor on mortgages as­
sisted under this section and purchased by 
them and the total amo\Ult of Interest which 
the investor would have received if the yield 
on such mortgages was equal to the sum of 
(a) the averaKe costs (expressed as an an­
nual percentage rate) to them of all bor­
rowed funds outstanding in the immediately 
preceding calendar quarter, and (b) such 
per centum per annum for administrative 
and other expenses as the Secretary deter­
mines Is necessary and appropriate. 

" '(f) Procedures shall be adopted by the 
Secretary for recertifications of the mort­
gagor's Income at IntervaIs of two years (or 
at shorter Intervals where the Secretary 
deems It desirable) for the purpose of ad­
justing the amount of the mortgagor's pay­
ments pursuant to subsection (d). 

" '(g) The Secretary shall prescribe such 
regulations as he deems necessary to assure 
that the sales price of, or other consldera.­

paid In connection with, the purchase 
homeowner of the property with respect 

hlch assistance payments are to be made 
Is not Increased above the appraised value 
on which the maximum mortgage which the 
Secretary will Insure Is computed. 

" '(h) (1) There are authorized to be ap­
propriated such sums as may be necessary to 
enable the Secretary to make Interest subsidy 
payments under contracts entered Into under 
this section. The aggregate amount of con­
tracts to make such payments shall not ex­
ceed amounts approved In appropriations 
acts, and payments pursuant to such con­
tracts shall not exceed $60,000,000 during the 
first year of such contracts prior to July I, 
1971, which amount shall be Increased by 
an additional $60,000,000 during the first year 
of an additional number of such contracts 
on July 1 of each of the years 1971 and 1972. 

"'(2) No Interest subsidy payments under ' 
this section shall be made after June 30, 
1973, except pursuant to contracts entered 
Into on or before such date. 

"'(I) In determining the Income of any 
family for the purposes of thIs section, In­
come from all sources of each member of 
the family in the household shall be in­
cluded, except that the Secretary shall ex­
clude income earned by any minor person. 

"'(3) (1) The Secretary Is authorized, upon 
application by the mortgagee, to insure a 
mortgage executed by a mortgagor who meets 
the eligiblllty requirements for assistance 
payments prescribed by the Secretary under 
subsection (b). Commitments for the insur­
ance of such mortgages may be Issued by 
the Secretary prior to the date of their exe­
cution or disbursement thereon, upon such 
terms and conditions as the Secretary may 
prescribe. 

" '(2) To be eligible for insurance under 
subsection, a mortgage shall meet the 

irements of section 221(d) (2) or 234(c), 
ept as such requirements are modified by 

this subsection. 

"'(3) A mortgage to be Insured under this 
section shall-

"'(i) Involve a single-family dwelling 
which has been approved by the Secretary 
prior to the beginning of construction or a 
one-family unit In a condominium project 
(together with an undivided Interest In the 
common areas and fac1lltles serving the 
project) which is released from a multifam­
Ily project, the construction of which has 
been completed within two years prior to the 
filing of the application for assistance pay­
ments with respect to such family unit and 
the unit shall have had no previous occu­
pant other than the mortgagor; 

" '(11) involve a single-family dwelllng 
whose appraIsed value, as determined by the 
~cretary, is not In excess of $20,000 (which 
amount may be Increased by not more than 
50 % In any geographical area where the Sec­
retary authorizes an increase on the basis of 
a finding that the cost level so requires). 

"'(IU) be executed by a mortgagor who 
shall have paid In cash or Its equivalent on 
account of the property (a) 3 per centum 
of the first $15,000 of the appraised valUe of 
the property (b) 10 per centum of such 
value In excess of $15,000 but not In excess of 
$25,000, and (c) 20 per centum of such value 
In excess of $25,000.' 

"CONFORMING AMENDMENTS 

"SEC. 503. Section 238 of the National 
Housing Act Is amended by-

"(a) striking out 'section 235(1), 235(j) 
(4), or 237' each place it appears In subsec­
tion (a) and Inserting In lieu thereof 'sec­
tion 235(1), 235(j) (4), 237, or 243'; and 

"(b) striking out '235, 236, and 237' each 
place It appears In subsection (b) and insert­
Ing In lieu thereof '235, 236, 237, and 243'. 
HAMENDMENT TO THE FEDERAL NATIONAL 

MORTGAGE ASSOCIATION CHARTER ACT 

"SEC. 504. Section 304(0.) (1) of the Nation­
al Housing Act Is Rmended by adding at the 
end thereof the following: 'Nothing In this 
title shall prohibit the corporation from pur­
chasing, and making commitments to pur­
chase, any mortgage with respect to which 
the Secretary of HOusing and Urban De­
velopment has entered Into a contract with 
the corporation to make Interest subsidy 
payments under section 502 of the Emer­
gency Home Finance Act of 1970'." 

Mr. PROXMIRE. Mr. President, title 
V provides up to $3 billion a year in 7-
percent mortgage credit to lower and 
middle income homebuyers through the 
facilities of the Federal Reserve System, 
the Federal Home Loan Bank Board and 
the Nation's private financial institu­
tions. This would help 150,000 families a 
year to purchase homes at rates they 
can afford to pay. The amendment would 
achieve the same objectives but with­
out the use of Federal Reserve bank 
credit. 

Before describing the amendment, I 
would like to outline the basic rationale 
behind the existing title V and my pro­
posed amendment. Title V includes the 
main features of S. 3503, the Middle In­
come Mortgage Credit Ad, which I in­
troduced on February 25 along with 24 
cosponsors. Our basic purpose was to 
help the middle income family buy a 
home whenever interest rates become 
abnormally high due to monetary policy. 

The average homebuyer did not create 
infiation; and yet he is being called upon 
to pay almost all of the cost of cooling oft 
the economy. Monetary policy uniquely 
discriminates against the homebuilding 
industry and the homebuyer. 

The Senator from Alabama (Mr. 
SPARKMAN), the chairman of the com-

mittee, has just referred to a study by 
Sherman Maisel, the Chairman of the 
Federal Reserve Board. 

According to Sherman Maisel, a mem­
ber of the Federal Reserve Board, the 
housing industry accounted for 60 to 70 
percent of the cutback dictated by the 
1966 tight money policy. A similar pat­
tern was evident in 1969. 

In MilwaUkee, for example, we have 
20 to 30 percent of the people in the con­
struction trades out of work right now 
in spite' of the fact that we have the 
worst housing shortage in MilwaUkee 
and around the country that we have 
had in 20 years. It is a ridiculous situa­
tion. It is caused because of the impact 
of the high interest rates on housing. The 
program is moving along to some extent 
because the well-to-do can afford to 
buy more expensive homes and can af­
ford to pay higher interest rates. 

When an industry comprising only 
3 percent of GNP bears 70 percent of the 
burden of fighting inflation something 
is drastically wrong with the way in 
which we carry out economic policy. 
HOUsing starts have skidded from an 
annual rate of 1.8 million units in Janu­
ary of 1969 to 1.3 million units in Febru­
ary of 1970. The administration is fore­
casting only 1.4 million housing starts 
in 1970 even with its program of hous­
ing assistance. 

Many housing experts predict housing 
starts will decline to even lower levels 
in 1970. Homebuilders predicted at one 
point that a decline below 1 million starts 
would be a serious depression for that 
industry. We should be building close to 
2 million housing units to meet the hous­
ing goals outlined by Congress in the 
1968 HOUSing Act. Our average In the 
present 10-year period should be 2.6 mil­
lion housing starts a year, so we are far 
below that number. 

In addition to a reduced level of new 
home construction, the home buyer has 
been forced to pay higher and higher 
interest rates to purchase a home. Mort­
gage interest rates on new homes aver­
aged 8.62 percent in January ccmpared 
to 7.5 percent a year before and 6.55 
percent in 1967. An increase of two per­
centage points on a $20,000, 30-year 
mortgage increases the monthly pay­
ments by $28. The extra $28 a month in 
interest will total more than $10,000 over 
the life of the mortgage. This is an ex­
tremely high price for one family to 
pay for its share of the fight against 
inflation. 

When a large corporation is required 
to pay'higher interest it can easily pass 
the extra cost on to the consumer. How­
ever, a home buyer has no one he can 
charge. Higher interest payments must 
come out of his own family budget. Thus 
there is a basic and inherent inequity in 
the way monetary policy works. Those 
who are hit the hardest are the very ones 
who can afford it the least. 

Not only is the entire housing industry 
clobbered by tight money but within the 
housing sector the type of housing cut 
the hardest is housing for middle-income 
families. During 1969, the sale of new 
homes priced over $35,000 actually in­
creased by 10 percent over 1968. Like­
wise, the production of federally sub-
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sidized housing for low-income families 
increased 26 percent in fiscal year 1969 
over 1968. However, nonsubsidized hous­
ing for middle-income home buyers was 
hard hit. The sale of homes in :969 
priced under $25,000 fell 18 percent from 
the year before. . 

In other words we have upper-income 
housing up 10 percent; low income sub­
sidized housing up 26 percent; but mid­
dle-income housing is down 18 percent. 

The chief victims of tight money are 
not the very rich or the very poor, but 
the middle class--the average, quiet, 
hardworking citizen who pays his taxes 
but who has been virtually ignored by 
our housing programs. These are the 
people who pay most of the taxes to sup­
port our housing programs but who have 
received very few of the benefits. Their 
hard-earned tax dollars are sent to 
Washington on a one-way ticket marked 
"no return." 

The plight of the middle-class family 
was aptly described by Secretary ~orge 
Romney when he pointed out that a few 
years ago 40 percent of American fami­
lies could afford to buy a new home but 
today only 20 percent can. Four out of 
five families have been priced out of the 
new housing market due to tight money 
and rising prices. 

In January of this year, the average 
purchase price of new housing was 
$36,000 whereas as recently as 1966 it 
was $26,000. In 3 short years the average 
cost of a new home increased by $10,000. 

A family would have to have an income 
of at least $14,000 a year to afford the 
average new home being constructed. 
Only one family in five has attained this 
level of affluence. 

Although there are a number of con­
structive elements in the administra­
tion's emergency housing program, it 
seems to me the one element most lack­
ing is relief for the middle-income home 
buyer. Many of the proposals are aimed 
at increasing housing starts. I agree we 
need to increase our total housing starts. 
But we also need to be concerned with 
the composition of housing starts. More 
$40,000 housing starts are of little com­
fort to the hard-pressed middle-income 
family who cannot even obtain a loan at 
a rate he can afford to pay on a $25,000 
home. 

We need to bring down interest rates 
as well as increase housing starts; and 
we need to refocus more of the resources 
of the housing industry on the middle­
income market. 

It is for these reasons that I introduced 
the Middle-Income Mortgage Credit Act. 
The middle-income home buyer did not 
create inflation yet he is being asked to 
shoulder all of the burden. The Govern­
ment has a responsibility to alleviate at 
least part of the damage it creates 
through high interest rate policies. The 
cost of high interest should be spread 
as widely as possible and not centered on 
one small segment of the population. 

We need a mechanism to reduce inter­
est rates for middle-income home buyers 
duIing period of tight money. Since the 
Federal Reserve is the chief architect of 
tight money, it is altogether fltting and 
proper that the Federal Reserve Board 
be called upon to undo some of the dam-

age it creates. Just as the full cost of 
pollution should be borne by the polluter 
so the full cost of or the full responsi­
bility for the monetary policy should be 
borne by the formulators of that policy. 

The proposal first contained in S. 3503 
and title V of the committee bill seems 
admirably equipped to help stablize the 
mortgage market. It authorizes the 
Home Loan Bank Board to borrow up to 
$3 billion a year from the Federal Re­
serve at 6 percent. The funds would then 
be advanced to savings and loan associa­
tions and other mortgage lenders on 
the condition that they be used for mak­
ing loans at a rate of interest not in 
excess of 7 percent. The loans would be 
limited to homes costing less than $20,-
000 in low-cost areas or costing up to 
$30,000 in high-cost a:-eas. 

This proposal is strongly opposed by 
the Federal Reserve Board, although I 
believe the Board is mistaken that it 
would somehow weaken theIr independ­
ence in determining monetary policy. 
Under title V, the Board would have 
complete frl'ledom to control the aggre­
gate supply of money and commercial 
bank reserves. The purchase of $3 billion 
of obligatiOns from the Home Loan 
Board could be easily offset by purchas­
ing $3 billion less in Treasury securities. 
In effect, the Federal Reserve would 
merely substitute one form of Govern­
ment paper for another. 

I am a firm believer in the independ­
ence of the Federal Reserve from the 
executive branch of our Government. 
However, under the Constitution and the 
Federal Reserve Act, the Fed is inde­
pendent of the executive branch but not 
the Congress. If Congress determines the 
Federal Reserve should have a role in 
the mortgage market, one cannot legit­
imately argue that the independent role 
of the Federal Reserve somehow pre­
vents it from carrying out the policies 
of the Congress. 

Nevertheless, I recognize the depth of 
feeling which Federal Reserve Board of­
ficials have about this proposal. More­
over, Chairman Arthur Burns has as­
sured me that the Federal Reserve fully 
recognizes the discriminatory impact of 
monetary policy on the hOUSing Industry. 
He also indicated the Fed has launched 
a comprehensive study of ways to alle­
viate the impact of monetary policy on 
housing and improve the flow of mort­
gage credit. I understand this study will 
be completed sometime next fall. 

On the basis of the cooperative and 
nondogmatic approach to the problem 
thus far shown by Chairman Burns, I am 
prepared to submit an amendment with­
drawing title V and offer a substitute 
in its place. 

Mr. President, the amendment at the 
desk would withdraw the provision re­
quiring $3 billion to be provided at 6-
percent interest to the Federal Home 
Loan Bank Board. The amendment 
would take the Fed out of the act. Chair­
man Burns has assured me that in his 
view the alternative approach is practi­
cal and workable, although he cannot, 
of course, adequately comment on the 
technical details. 

I am very much encouraged by a 
speech by Governor Brimmer of the 

Board of Governors of the Federal Re­
serve System who proposed that by 
using low reserve requirements for banks 
lending money for housing they wor' 
be able to channel money into hous' 
without the controls they might other­
wise ha"e. This is their hope. 

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

Mr. PROXMIRE. I yield. 
Mr. TOWER. Mr. President, I might 

say Chairman Burns also gave me the 
same assurance he has given the Senator 
from Wisconsin about his concern over 
the discriminatory effect of the fiscal 
policy as it has operated under Fed in 
the past. T!:lerefore, I think we can 
expect a sympathetic ear from him. 

Mr. PROXMIRE. Mr. President, I 
thank the Senator from Texas who feels 
so strongly about the need in this .. ~a.. 

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

Mr. PROXMIRE. I yield. 
Mr. JAVITS. Mr. President, I do not 

think the Senator should move so 
quickly past his most statesmanlike and 
constructive action which he has de­
veloped with the new Chairman of the 
Federal Reserve Board in respect to 
title V of this bill. 

The Senator has made very clear, and 
his whole work has made very clear the 
critical impact of high interest rates on 
the housing supply of this country not­
withstanding our protestations in that 
regard with respect to those rates and 
some of the whiplash...resulting from the 
struggle from inflation. I deeply sym­
pathize with the need and I want to do 
something about it. 

The Senator has developed an in 
nious idea with regard to the utilization 
of the Federal Reserve Board. I know it 
was'an idea developed out of the exigen­
cies of the situation rather than out of 
choice. However, many, including our 
leading bankers, saw in it grave dangers 
to the concept of the Federal Reserve 
System, which has been sustained with 
such remarkable fidelity during all these 
years. 

This was quite a collision between the 
very Ingenious utilization of the unique 
kind of authority the Federal Reserve 
System has, and a very legitimate and 
deep disquiet by some of the most respon­
sible people we have in this country, in­
cluding the Chairman of the Federal 
Reserve Board, as to opening the door to 
other uses of the Federal Reserve System 
which adversely might affect the insti­
tution, 

I think the solution of the problem 
which has been worked out should be 
marked as a signal service to the future 
stability of our economic system and the 
future utilization of the Federal Reserve 
Board as the remarkable instrument and 
the flexible instrument for both expan­
sion and contraction which it repre­
sents-the instrument which got us away 
from the slavery of gold domestically 
and utilized the power of production and 
credit in order to fuel our fantastically 
rich economy. 

The Senator from Wisconsin has pe~ 
formed an historic service, as has Arth 
Burns and everyone else who had an 
thing to do with the solution. It was im-



CONGRESSIONAL RECORD - SENATE 85905 
portant to find a way to serve the burn­
ing, urgent needs in the housing fleld, at 
t same time not running the risk-the 

'ior thought it was not there, but 
o s whom he respects thought it was­
of compromising the unusually useful in­
strument of the financial policy of the 
United states. 

I think it should be commented on, and 
noted that the executive branch made 
its contribution but, essentially it was a 
result of the efforts of the .Senator from 
Wisconsin (Mr. PROXMffiE) and the new 
Chairman of the Federal Reserve Board, 
Arthur Bums, joined by Secretary Rom­
ney and his associates. I congratulate 
them. I think they have rendered a signal 
service to the country in working this 
matter out. 

Mr. PROXMIRE. Mr. President, I 
deeply appreciate the observations of 
the Senator from New York. I think no 
one in the Senate has had more experi­
ence in this field than the Senator from 
New York. He is the ranking minority 
member of the Joint Economic Commit­
tee, and has been for many years. He 
served on the Committee on Banking 
and Currency with great distinction. He 
represents the biggest city of the Nation, 
which has had acute problems in this 
area, and which is also the center of our 
financial institutions. He makes that 
representation with extraordinary abil­
ity. Ile thoroughly understands the Fed­
eral Recerve Board, how it operates, the 
problems it has in connection with this, 
and the deep need we have in housing. 

Coming from the Senator from New 
Y rl!:, I am especially grateful and ap­

~tive of the graciOUS remarks he has 

During the hearings on hOUsing credit, 
those who objected to giving the Federal 
Reserve a role in the mortgage market 
argued that a direct approach would be 
preferable. For example, in referring to 
the housing crisis, the distinguished 
Senator from Utah said: 

I recognize the problem, I recognize the 
seriousness of it. I think: if Lt is to be solved, 
Congress should solve it in terms of appro­
priations, rather than an invasion of the 
responsibility of Its chief monetary au­
thority. 

My amendment does just that. It re­
lies upon Congress and annual appro­
priations for the funds rather than the 
Federal Reserve System. It removes any 
ideological obJections one might have 
over using the Federal Reserve System 
to achieve social objectives, however 
worthy they might be. It permits Con­
gress to consider the end objective on 
its merits without clouding the issue 
with arguments about the independence 
of the Federal Reserve System. 

Under the alternative approach, the 
objective of providing 150,000 mortgage 
loans at 7 percent interest to lower- and 
middle-income homebuyers would be re­
tained. That is provided by the amend­
ment which is at the desk and which 
we are about to act on. However, the 
cost would be financed through annual 
appropriations rather than through the 
F ~ral Reserve System. Private mort-

lenders would make 7-percent 
gage loans on homes costing less 

than $20,000 in low-oost areas 9r less 

than a maximum of $30,000 in higher­
cost are!ts. These mortgages would then 
be sold by the lender to the Federal Na­
tional Mortgage Associ.ation-FNMA-or 
the newly created Federal Home Loan 
Mortgage Corporation. 

FNMA and the Federal Home Loan 
Mortgage Corporation were established 
by Congress as quasi-private corPorations 
to provide a secondary market for mort­
gages. Both agencies finance their mort­
gage acquisitions by issuing bonds and 
their operations are expected to be fully 
self-supporting. Therefore they could not 
be expected to purchase 7-percent mort­
gages unless they were reimbursed for the 
difference between their net earnings on 
the 7-percent mortgages and their cur­
rent average cost of borrowing, which is 
close to 8 percent. 

Under the proposed amendment, the 
difference would be made up by qUarterly 
subsidY payments from the Department 
of HOUSing and Urban Development. 
These payments could extend over the 
life of the mortgage; however, if interest 
rates and the cost of borrowing decline, 
the subsidy payments would be corre­
spondingly reduced. Since administra­
tion officials are forecasting that mort­
gage interest rates wil drop to 6 percent 
by 1973, there would only be a temporary 
cost to the Federal Government. 
- HUD would be given the authority to 
contract to make the subsidy payments 
over the life of the mortgage for as long 
as the difference in net mortgage yields 
and average borrowing costs existed. 
However, the amount of contract author­
ity could not exceed the amounts ap­
proved in annual appropriations acts. In 
addition, the amendment would restrict 
payments in fiscal year 1971 to $60 mil­
lion, which amount would be increased 
by $~O million in--each of the next 2 fiscal 
years. The $60 million subsidy payment 
would be sufficient to assist 150,000 fam­
ilies a year to purchase a home at rea­
sonable rates. 

In order to obtain the benefit of a 7-
percent mortgage loan, a prospective 
homebuyer would have to allocate at least 
20 _percent of his in,come to the cost of 
housing, as is required under the section 
235 program. If the family's income in­
creased, it would be required to continue 
applying 20 percent of its income to 
housing expenses. Thus a rise in income 
would require that the homebuyer 
gradually increase his interest payments 
up to the contract rate on the mortgage. 
This would increase the yield of FNMA 
or the new mortgage corporation on the 
mortgage and thus reduce the required 
subsidy payments. 

To illustrate how this would work, let 
us assume a family making $10,000 a year 
purchases a $25,000 home with a $23,000 
mortgage. In order to qualify for the 7-
percent interest rate, the family would 
have to pay at least 20 percent of its 
income, or $167 a month on hOUSing. 
Since the monthly payments for prinCi­
ple, interest, taxes, and insurance on 
such a home at 7 percent interest would 
run $213, the family would qualify. 

Now let us further assume that 2 years 
later, _the family's income has increased 
to $15,000. Using the 20 percent of income 
formula, the family could now afford to 

pay $250 a month for housing expenses. 
If the original contract rate on the mort­
gage were 8 Y2 percent, the rise in the 
family's income would permit it to pay 
the full market rate since the monthly 
payments for prinCiple, interest, taxes, 
and insurance would come to about $237 
at 8 Y2 percent. The cost of the subsidy 
would be eliminated. 

Under the amendment, interest reduc­
tion payments could be made on both 
federally insured and conventional mort­
gages. However, all mortgages not in­
sured under the program would have to 
meet comparable requirements under 
rules and regulatiOns of the Secretary. 

Mr. President, the distinctive feature 
of this amendment is the specifiC rela­
tionship of the cost of the subsidy to 
changing interest rates. If interest rates 
go down, as the administration predicts, 
the cost of the subsidy goes down. On the 
other hand, existing HUD programs bear 
no relationship to changes in interest 
rates. For example, under the 235 pro­
gram, the Federal Government makes 
subsidy payments to a private mortgage 
lender to pay the difference between the 
current market rate and an interest rate 
as low as 1 percent depending on the 
buyer's -income. If interest rates drop, 
the subsidy payments to the lender do 
not correspondingly decline. He contin­
ues to enjoy the benefit of the higher 
rate over the life of the mortgage. 

My proposal is intended to operate at 
the peak of cyclical fluctuations in in­
terest rates. When interest rates are 
temporarily high due to monetary policy 
the program would be activated. When 
rates decline to more normal levels the 
program would be phased out. Unlike 
the 235 program, the Federal Govern­
ment would not commit itself to subsi­
dizing high interest rate mortgages over 
a 30- or 40-year period. 

The arguments for this approach may 
be summarized as follows: 

First. It provides a source of low-cost 
mortgage credit to middle-income home 
buyers at rates they can afford to pay 
when interest rates are abnormally high; 

This seems to me to be exactly what 
we need right now, according to every 
analysis I have seen of this trouble with 
housing. 

Second, it achieves maximum leverage 
per dollar of Federal funds. The first 
year's authorization of $60 million would 
stimulate $3 to $4 billion in mortgage 
credit from private sources; 

Third, it automatically phases out 
when interest rates decline below 7 per­
cent; 

Fourth, the cost of the subsidy declines 
as future interest rates decline or as the 
income of the family increases; 

Fifth, it avoids any argument over the 
use of Federal Reserve Bank credit so 
that the Fed is out of the action; and 

Sixth, it retains adequate safeguards 
through the regular appropriations 
process. 

In summary, - Mr. President, my 
amendment would bring back the mid­
dle-income family to the mortgage mar-

- keto It would enable 150,000 families a 
year to become homeowners, who, under 
today's high interest rates, cannot afford 
to buy a home. It will h~lp alleviate the 

• 
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heavy burden inflicted on the middle­
income · family by flscal and monetary 
policy. It will stimulate the severely de­
pressed housing industry and help us 
meet our national housing goals. I urge 
its adoption by the Senate. 

Mr. TOWER. Mr. President, I, of 
course, support the amendment offered 
by the Senator from Wisconsin, because 
I think it is a far better provision than 
the original title V, and it does meet most, 
in fact virtually all, of the objections 
raised to title V in its original' form. 

I think it would give us a bill that can 
achieve conscientious support, and there­
fore I urge the adoption of the amend­
ment of the Senator from Wisconsin and 
Wish, on behalf of the minority members 
of the committee, to state our acceptance 
of it. 

Mr. SPARKMAN. Mr. President, I join 
with the distinguished Senator from 
Texas in that statement. I opposed title 
V in the committee; and I know there 
has been a lot of work done on arriving 
at this amendment. I believe it cures the 
objections we had to title 5, and I hope 
tM Senate will adopt it. 

Mr. WILLIAMS of Delaware. Mr. Pres­
ident, I think this amendment is a great 
improvement over the provision of the 
bill, which would have destroyed the 
functioning of the Federal Reserve as an 
independent agency. Some of us felt very 
strongly about this pOint, and I am glad 
that the amendment does delete certain 
objectionable provisions of the bill. 

But I ask the Senator from Wisconsin 
this question: I notice that the amend­
ment provides that the assistance shall 
be accomplished thro:ugh interest sub­
sidy payments to Federal National Mort­
gage Association or to the Federal Home 
Loan Mortgage Corporation. 

The Federal National Mortgage As­
sociation, as I understand it, is a pri­
vately owned, stock company, and its 
·stock is listed over the counter; is that 
correct? 

Mr. TOWER. It will become 'such in 
May. 

Mr. WILLIAMS of Delaware. That is 
right, and the stock has been advancing 
substantially in recent weeks in prospect 
of some of the assistance they are ex­
petcting from Congress. 

The question is as to the avis ability of 
Congress passing a bill providing an in­
terest rate subsidy payment for a pri­
vately owned corporation. As far as the 
Fedetral Home Loan Mortgage Corpora­
tion is concerned, it is in a different cate­
gory; but for FNMA, which is to be pri­
vately owned and which is listed over the 
counter as selling yesterday at $173-
that is about 30 percent, as I understand 
it, higher than it was in recent weeks­
how would this subsidy be handled as far 
as it is concerned? 

Mr. PROXMffiE. This, I think, is an 
excellent question, but I think the an­
swer is that there is a precedent for this. 
We do the same thing with banks and 
other private financial institutions under 
the 235 program. We have to do this, as 
I stated in my remarks, because of the 
difference between the 7-percent rate 
and the rate FNMA has to pay for its 
money. 

But we recognize, as the Senator from 

Delaware so properly points out, that 
FNMA will be a private corporation; but 
in this respect it is no different from 
any other private corporation that takes 
part in work for the Government under 
some of our other programs. 

Mr. WILLIAMS of Delaware. Except 
that this privately owned corporation has 
the advantage of having 100 percent 

. Government guarantees on its invest­
ments, and in addition to that we now 
propose to subsidize their interest. 
. Personally I think we made a mistake, 
on an agency like this that operated as 
a public function, when we turned it over 
to private industry, when it almost, by 
legislation, cannot lose money. So we 
keep pouring the subsidies in, so it can 
continue to make more and more money. 

Its stock is now selling substantially 
above its original offering price. 

Mr. PROXMIRE. This particular pro­
gram would not increase FNMA's 
profit. The subsidy would cover the dif­
ference in the rate they earn on the 7-
percent mortgages and their cost of bor­
rowing plus their administrative ex­
penses. So, whereas the Senator raises a 
perfectly proper pOint, that this is a 
private institution and, second, it is an in­
stitution which still has a great deal of 
Federal money in it, I cannot see that 
there is any serious problem involved, be­
cause it is an arrangement whereby no­
body makes any profits out of it, al­
though the people who run it have ade­
quate protection. 

Mr. WILLIAMS of Delaware. I recog­
nize that there may be some argument 
for this, and many of us would like to 
support the provision of the amend­
ment striking title V. I wonder if we 
could not have separate votes on it be­
cause I certainly agree that it is the 
lesser of two evils. I would support most 
of this proposal except that part whereby 
we would, for the first time, practically 
give a blank check to a privately owned 
corporation where we can subsidize their 
interest income almost in its entirety, 
for this is almost their entire interest. 

Mr. PROXMffiE. This is not going to 
make any profits for stockholders. 
What they make goes back to the Fed­
eral Government. 

Mr. WILLIAMS of Delaware. Oh, no, 
or at least ·the stockholders are not 
intending it that way. 

Mr. PROXMIRE. The point I make 
.is that this would be handled by a math­
ematical calculation that, it seems to 
me, would be very easy to determine, as 
to what the rate of interest actually is 
in the market, what Fannie Mae is pay­
ing for its money, and their interest rate 
would on the mortgages be 7 percent; so 
they can determine precisely what the 
cost is, and the cost is all Fannie Mae 
would get out of it. They would not be 
in a position to profiteer out of it at all. 

Mr. JA VITS. In other words, Fannie 
Mae would not make its money out of 
this type of transaction. 

Mr. WILLIAMS of Delaware. I agree 
that Fannie Mae might not make its 
money out of this deal alone, but this 
provision is of substantial advantage to 
the corporation. 

Mr. PROXMIRE. What we are doing 
is providing a subsidy for the middle-

income home buyer. We are not provid­
ing any subsidy for Fannie Mae or any­
one in it. This is a matter of providt g 
the cost, period. The benefit goes 1;( 
home buyer. 

Mr. JAVITS. Mr. President, will the 
Senator yield for a question? 

Mr. PROXMIRE. The Senator from 
Delaware has the floor. 

Mr. WILLIAMS of Delaware. I yield . 
Mr. JA VITS. I notice the amendment 

says, on page 2: 
The interest subsidy payments authorized 

by this section shall cease when (1) the 
mortgagor no longer occupies the property 
which secures the mortgage. 

The question I should like to ask the 
Senator is, suppose tha,t the property 
passes to another eligible mortgagor? 
That is one question. 

Second, I am advised-and the Sena­
tor will correct me if I am wrong-that in 
previous efforts to deal with this prob­
lem, a reservation has been made of 
some percentage-I understand it was 
10 percent-to deal with the problem of 
mortgages already outstanding for eligi­
ble borrowers. 

Could the Senator give us some idea 
on either or both of those points? 

Mr. PROXMIRE. The answer on the 
first is that this program is limited to 
new construction, so it could not pass to 
a subsequent mortgagor. 

Mr. JAVITS. I understand. However, 
the property could be sold to a second 
mortgagor; and, according to these 
terms, the interest subsidy would cease 
when the first mortgagor disposed of the 
property, while the successor own 
whom I called the mortgagor, w 
technically he is not-could be a person 
who would also be eligible as a mortgagor 
under the amendment. 

Is the Senator conscious of the fact 
that this would cut off the subsidy? For 
example, suppose a person died, and the 
estate took over the property. The mort­
gagor might no longer occupy the prop­
erty; the family might sell the property 
to a very eligible person, who could have 
been a mortgagor. Will that subsidy be 
cut off? 

Mr. PROXMffiE. It would be cut off . 
Mr. JA VITS. It would be? 
Mr. PROXMffiE. This is a subsidy 

providing for hOUSing starts, covering 
home construction, providing a greater 
inventory of homes. It would be cut off 
under those circumstances. There are 
some inequities involved, conceivably, 
under certain circumstances, but it would 
be cut off. 

Mr. JAVITS. What does the Senator 
think about perhaps making some per­
centage reservation to deal with prob­
lems and contingencies of that char­
acter-that 10 percent of the authority 
should be reserved for contingencies of 
that character? 

Mr. PROXMffiE. I think that sounds 
reasonable, offhand. I would like to have 
the help of the chairman of the commit­
tee and of Senator TOWER before I would 
proceed with it. But, offhand, it sounds 
reasonable to me. . 

Mr. JAVITS~ Let us think it over i 
next half hour or so. 

Mr. PROXMIRE. All right. 
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Mr. SPARKMAN. Mr. President, may 

I interject this thought? 
It wlll be recalled that this subject of 

tie' - interest subsidies to properties was 
di ed in the committee. In general 
t a bad practice. However, we have 
allowed a certain percent of the funds 
to go for existing housing. If this subsidy 
were to become a property right, if it 
were to be attached to the property, it 
might push up the price that the owner 
would ask for the property. It is some­
thing that would be difficult to deal with, 
as I see it. 

Mr. JAVITS. That is, even a 10-per­
cent reservation for existing mortgages? 

Mr. SPARKMAN. Personally, I would 
not mind setting a 10-percent exception, 
that is, giving the Secretary of Housing 
and Urban Development the right to al­
locate a small percent of the subsidy 
funds for existing housing. 

Mr. JAVITS. I thought he just could 
be given a 10-percent authority for 
existing mortgages, and then he could 
be permitted to use it at his discretion. If 
he wants to use ,it, he will; and if he does 
not want to, he will not. 

Mr. SPARKMAN. I would not object. 
Mr. TOWER. I would not object. 
Mr. spARKMAN. And make it under 

the control of the Secretary, and not an 
automatic right. 

Mr. JAVITS. In his own discretion. 
Mr. PROXMIRE. It is my understand­

ing that the Senator from Alabama and 
~he Senator from Texas would agree that 
;his would be a reasonable provision. It 
'Tould be discretionary with the Secre-

.. ary . 
• TOWER. Provided it is wholly dis-

cr ry. 
. PROXMIRE. Will the Senator 

draft that proposal? 
Mr. JA VITS. I will do that. 
Mr. CURTIS. Mr. President, will the 

Senator yield? 
Mr. PROXMIRE. I yield. 
Mr. CURTIS. I should like to ask the 

distinguished chairman of the commit­
tee, who is in charge of the bill, if there 
is going to be a lapse of a little time to 
draw an amendment. I wonder if we 
could proceed with another amendment. 

Mr. TOWER. We are now considering 
an amendment offered by the distin­
guished Senator from Wisconsin. 

Mr. CURTIS. I understand there is go­
ing to be the drafting of an amendment 
to his amendment. 

Mr. JAVITS. That will just take 2 
minutes. 

Mr. TOWER. I have some questions to 
ask on this, and we would like to dispose 
of this amendment first, if we may, if 
that is agreeable to everYbody. 

Mr. CURTIS. All right. 
Mr. TOWER. Mr. President, will the 

Senator yield? 
Mr. PROXMIRE. I am happy to yield. 
Mr. TOWER. ' The Senator's amend­

ment provides for a subsidy of $60 mil­
lion for payments to FNMA and the Fed­
eral Home Loan Mortgage Corporation. 
How are these funds to be allocated or 
divided? 

Mr. PROXMIRE. I expect that the 
S 'ary will divide the funds more or 
Ie ually between the Federal Home 
Loan Mortgage Corporation and FNMA. 

to the extent that both would equally be 
able to utilize the funds. If they were 
not, he would have to accommodate him­
self to the practical situation. 

Mr. TOWER. The Secretary will be 
responsible for promulgating the rules 
and regulations for the implementation 
of this title. Will he be required to con­
sult with FNMA or the Federal Home 
Loan Mortgage Corporation? 

Mr. PROXMIRE. It is certainly my in­
tention that there be full consultation. 

Mr. TOWER. I believe he is not re­
quired to do so under this provision. 

Mr. PROXMffiE. That is correct. 
Mr. TOWER. Does not ' the Senator 

think it would be wise to make legisla­
tive history to the effect that this is our 
intent? 

Mr. PROXMIRE. The Senator from 
Texas is absolutely correct. There is no 
requirement in the law, but it is the in­
tention of this Senator that there be 
consultation; it is my strong intention. 

Mr. CURTIS. Mr. President, will the 
Senator yield for a question? 

Mr. PROXMIRE. I yield. 
Mr. CURTIS. Could it be said that this 

is extending the principle of section 235 
to a higher income group not served by 
section 235? 

Mr. PROXMIRE. The Senator is cor­
rect. The principle would be applied. 
However, in this case, as distinct from 
the present section 235 program, as in­
terest rates drop, the subsidy would de­
cline and disappear. 

Mr. CURTIS. Would the subsidy-go as 
far as section 235? I understand that in 
some instances the borrower pays only 
1 percent. 

Mr. PROXMffiE. The Senator is cor­
rect. In this case the borrower would 
have to pay at least 7 percent as well as 
20 percent of his income. In this case, the 
borrower would have to pay at least 7 
percent. 

Mr. CURTIS. So there would be no 
such thing as subsidizing clear down to 
1 percent? 

Mr. PROXMIRE. That is correct. 
Mr. CURTIS. That answers my ques­

tion. 
Mr. TOWER. Mr. President, has the 

Senator yielded the floor? 
Mr. PROXMIRE. Mr. President, I 

yield the floor. . 
Mr. TOWER. Mr. President, before 

making my general remarks on the 
measure, I did want to wait until the 
offer of the amendment by the Senator 
from Wisconsin, which I think now is 
assured of adoption. 

I am most pleased to support the bill 
now before the Senate the J!:mergency 
Home Financing Act of 1970, and I like­
wise urge the support of all Senators. 

This measure is indeed an emergency 
response to the distressed situation this 
nation's homebuilding industry finds it­
self in today. More significantly, the 
many thousands of families who want, 
and need, to purchase their own homes, 
or otherwise secure decent housing, are 
the real victims of today's unfortunate 
restraints on homebuilding activity. 
. The lag in housing production is at­
tributable to many key factors, but es­
sentially, the basic cause is inflation. 
Practically everything related to home-

building lias of late risen in cost-land, 
labor, materials, and of particular con­
cern to us today, money. Just as inflation 
can generally be identified as the base 
cause for the current restraints on 
building activity, the basic restraint on 
a family's ability to purchase a home 
is the lack of, and cost of, money. If 
there is no money attracted into mort­
gage investment, no mortgages can be 
made. It is that simple. 

This is why inflation is the real cul­
prit. Its effect is to force mortgage in­
terest rates up as investment money is 
attracted to other, more remunerative, 
alternatives. In other words, the more 
scarce mortgage funds are, the higher 
the interest rates charged. Thus, the 
natural law of supply and demand, trig­
gered off in the instance of housing by 
inflation, has been working overtime 
against housing construction, and the 
consumer families who so desperately 
need housing. 

The administration is pledged to the 
implementation of fiscal and monetary 
policies necessary to reverse the infla­
tionary .spiral that had come to be ac­
cepted as a way of life in recent years. 
But as this battle is carried forward, 
the administration has pledged its ut­
most efforts to turn around the dispro­
portionate burden carried by the home­
building industry as an aftermath of 
both inflation and anti-inflationary 
measures. 

Mr. President, this Emergency Home 
Financing Act of 1970 is just what the 
title implies, an attempt to provide addi­
tional mortgage financing during this 
period of high interest rates and rela­
tively tight monetary policy. Some pro­
visions in the bill have a long-range goal 
to assist mortgage financing, while oth­
ers are temporary in nature and have 
the primary goal of providing immediate 
assistance to the homebuilding industry 
and to those who are seeking to purchase 
a home. 

The provisions of S. 3685 have already 
been outlined and I do not want to bur­
den the Senate with additional discus­
sion on all of the provisions. I would like 
to say, however, that title V in the bill 
reported by the committee was not ac­
ceptable because of its effect on the Fed­
eral Reserve System. As pointed out in 
our minority views when the bill was 
reported, title V would have extended 
executive branch control over the Fed­
eral Reserve System and in my view the 
assistance which could have been pro­
vided under title V did not warrant such 
drastic action. 

We now have been able to work out a 
substitute for title V which some have 
called a compromise proposal. Actually, 
it is a compromise in the sense that it 
has been agreed upon by individuals who 
have differing views on some of its pro­
visions. It is not a compromise so far as 
use of the Federal Reserve System to pro­
vide subsidized housing is concerned. The 
substitute for the present title V has nc 
connection with the Federal Reserve Sys­
tem and does not in any way limit the 
Federal Reserve Board's independence as 
was the case with title V as reported by 
the committee. It is fortunate not only 
for the home building industry but for 
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the country as a whole that the approach 
suggested in the committee bill has been 
aband~ned. 

The new title V proposal is one which 
requires appropriations. It is a limited 
program and contains provisions which 
are workable. It is certainly far superior 
to the approach approved by a majority 
of the committee of using "back-door" 
financing through the central banking 
system. 

There are contained in this measure 
other provisions which hold the promise 
of providing as early relief as can be ex­
pected by pursuing the legislative proc­
ess. That which is workable in the bill 
will hopefully be drawn upon at the 
earliest possible time after enactment. 

Thus, I urge the favorable passage of 
this bill, so that there will be available 
as many practical alternatives as pos­
sible to be utilized in the production of 
housing for our citizens under the pres­
ently existing emergency situation. I do 
want to comment that I have serious 
reservations over expanding the concept 
of subsidizing middle-income families as 
title V would do. I cannot in my mind 
resign myself to embracing the idea that 
the only housing hope for everyone of 
our ..citizens is increasing reliance on 
illrect Government involvement. 

I do support those actions by Govern­
ment that encourage an environment 
conducive to the full involvement of the 
private sector and private finance. This 
is how we will ultimately meet those 
housing goals that we set for ourselves, 
for this is where the true resources are. 

Mr. PROXMIRE. Mr. President, I 
modify my amendment as follows, and 
this is a suggestion of the distinguished 
Senator from New York: 

On page 5, line 3, strike out the period, 
insert a semicolon and "Provided, how­
ever, That in the discretion of the Sec­
retary 10 per centum of this authority 
covered by this section and subject to 
all the terms thereof may be used for 
mortgages in existing housing." 

The PRESIDING OFFICER (Mr. 
EAGLETON). The amendment is so modi­
fied. 

Mr. TOWER. Mr. President, I hope we 
will suPport the amendment as modified 
by the Senator. 

Mr. JAVITS. Mr. President, the sug­
gestion was brought about, and I make 
this publicly, to see if the Senator is 
agreeable to it, that perhaps we should 
have a voice vote on striking title V and 
then have rollcall votes on the insertion 
of new amendments. Is that agreeable? 

Mr. PROXMIRE. We have worked very 
hard with the administration. The ad­
ministration supports my amendment. 
If we divide this now, it would be unfor­
tunate. It will put many Senators in a 
position of voting against homebuilding, 
and I do not think anyone wants to be 
put in that position. 

Mr. TOWER. This is in the nature of a 
substitute so that if it fails the Senator 
can still go to title V. 

Mr. JA VITS. It seems to me the Sen­
ator from Delaware has made clear his 
position for the record. If this were a 
matter before the Senate, the Senator 
could vote to strike title V. He is not 
bound by whatever we wish to insert. 

Mr. SPARKMAN. That is the position 
of many of us. That is the reason the 
substitute was left out. Adoption of the 
substitute wipes out the original title V. 

Mr. HATFIELD. Mr. President, as we 
consider S. 3685, I will not repeat what 
I , have stated many times previously 
about my State's close relationship with 
the housing industry. One out every five 
trees harvested comes from Oregon, and 
when the homebuilding is healthy, so is 
my State's lumber industry. 

Recently, however, the reverse has 
been true. As the number of new home 
starts has dropped, the lumber industry 
has been in the doldrums. The forest 
product industry touches nearly every 
Oregonian indirectly, and is the economic 
lifeblood of thousands. 

When I visit Oregon, everyone with 
whom I talk expresses hope that we can 
do something in Congress to stimulate 
this vital segment of our economy. I 
agree completely, and the goals set out 
in the National Housing Act in 1968 
should be attained. 

On Monday, April 6, I addressed this 
body regarding Oregon's lumber industry 
and relationship to interest rates. As the 
interest rates rise, lumber production 
drops. At that time, I introduced a recent 
article from the New York Times which 
detailed the situation in Oregon. 

I did not rise today, however, to repeat 
what I often said here before. I rise to 
comment on S. 3685, and in particular, 
title V of this bill. My introductory re­
marks point out that, while my State 
wants 'to increase homebuilding, we have 
a direct tie to inflation. Inflation takes 
its pound of flesh from my State before 
it is felt in most other places. The gains 
which appear to be beneficial at first 
glance in title V must be weighed against 
their inflationary effects. 

We must not appear to help the mort­
gage situation with one hand, while at 
the same time, prod inflationary pres­
sures with the other. 
. I earnestly hope that a workable com­
promise can be reached so that the mort­
gage situation can be helped without 
stimulating inflationary pressures. 

Some very worthwhile comments on 
this are contained in a letter from Ralph 
J. Voss, president of the First National 
Bank of Oregon pertaining to title V and 
its inflationary effects in Oregon. I ask 
unanimous consent that his letter be 
printed in the RECORD. 

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

FIRST NATIONAL BANK OF OREGON, 

Partland, Oreg., April 9, 1970. 
Ron. MARK O. HATFIELD, 
Senate Office Butlding, 
Washington, D.C. . 

DEAR MARK: A release from the National 
Chamber's Congressional Action BUlletin 
states that President Richard M. NixOn may 
veto the omnibus bill to sttmulaste the home 
mortgage market unless provisions are de­
leted that would compel the Federal Reserve 
Board to make loans totaling $3 bUl10n to 
home buyers. This provision Is an adoption 
of S. 3503, introduced on February 25. 

We agree with President Nixun's com­
ments and think lit particularly unfortunate 
that the above provision was included. It is 
necessary for housing to be helped in 1970 
and despite our efforts In Oregon for dlversl-

ficatlon in our economy, the woOd prOducts 
industry is our major Industry. WE\. urge 
legislation to alleviate the current pressures 
in the mol'ltgage market but direct Fe(tp al 
Reserve lending to the Home Loan' s 
would be back-door financing of the t 
sort. 

In practice, this procedure would either 
be highly inflationary, thus further driving 
the cost of living up, or it would discrimi­
nate strongly against other worthy borrow­
ers, such as state and local governments, 
small businesses, farmers etc. This is because 
each dollar loaned by the Federal Reserve 
banks would provide the basis for a multiple 
expansion in bank credit and the money sup­
ply. Federal Reserve dollars are high powered 
dollars. They constitute the reserves of the 
banking system and, on a fractional basiS, 
back up the nation's money and credit 
supply. ' 

The $3 blllian reserve creation for housing 
could be "neutralized" by Federal Reserve 
sales of Government securities in the open 
market-the System, in effect, could wipe 
out with its left hand the money it puts In 
with Its right hand. But this action would 
Inevitably drive up the rates on Government 
securities. As these rates rose, rates on other 
types of bonds would also rise, as would loan 
rates for small businesses, farmers, and 
others. 

The net result. 11 inflationary expansion In 
bank reserves is to be avoided, would be 
higher costs and tighter supplies of loans for 
a host of worthy borrowers, many of whom 
(such as state and local governments) have 
been hit Just as hard, or harder, than hous­
ing in the recent tight money periOd. 

There is plenty of help for housing in the 
committee b1ll without this undesirable and 
unfair provision. The $250 million subsidy 
to the Rome Loan Banks, through multiplier 
effect, will be especially effective. HUD es­
timates this subsidy could assist financing 
for some 240,000 housing units. 

The controversial provision shou e 
dropped and the remainder of the legis n 
passed as soon as possible. Until that hap­
pens, the restoration of vigor to the housing 
market can only be delayed. 

Federal Rome Loan Bank Board Chairman, 
Preston Martin, In a letter to Senator Wal­
lace F. Bennett stated that the provision 
would provide "preferential aid for a lim­
ited number of home purchasers and would 
be of no benefit to the apartment rental mar­
ket where the demand for housing is par­
ticularly great." 

Special Interest considerations and sub­
sidies are not an appropriate role for the 
Federal Reserve. I urge your support to de­
lete this provision. 

Sincerely, 
RALPH. 

The PRESIDING OFFICER (Mr. 
EAGLETON). The question is on agreeing 
to the amendment of the Senator from 
Wisconsin, as modified. 

The amendment, as modified, was 
agreed to. 

Mr. TOWER. Mr. President, I move 
that the vote by which the amendment, 
as modified, was agreed to be reconsid­
ered. 

Mr. PASTORE. Mr. President, I move 
that the motion to reconsider be laid on 
the table. ./ -

The motion to lay on the table was 
agreed to. 
ONE-HALF OF ALL AMERICANS CAN NO LONGER 

AFFORD A NEW HOME 

Mr. HARTKE. Mr. President, I sup­
port S. 3685, the Emergency Home i­
nance Act of 1970. I also wish to eli 
my support and intention to vote f e 
amendment offered by the distinguished 
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senior Senator from Wisconsin, provld- Romney estimates that in the past 4 
ing a subsidy for middle and low-income years, we fell more than 1 million units 
housing. This amendment is designed to behind our need. We will fall even fur-

"V out the intent of the Middle-In- ther behind in the coming years. From 
• Mortgage Credit Act which I joined 1969 to 1999, the Census Bureau projects 

ator PROXMIRE in sponsoring on Feb- that our population could grow from 200 
ruary 25 of this year. The amendment's Inillion up to over 360 million. For this 
approach is different but its goal is the population growth, we will need to build 
same. Both attempt to provide some on the average of 2.5 million units per 
credit for the prospective middle income year, and yet we are limping along with 
and low-income homebuyer. only about 1.5 million units being built 

The housing crisis must be met now, each year. 
or the housing industry will suffer ir- Clearly, the housing industry is bear­
reparably. The housing crisis has reached ing a disproportionate burden in the 
tl1e dimensions of a social disaster. Mon- shrinkage of credit caused by the present 
etary policies of the last year and a half, monetary policy. The homebuilder and 
while failing to halt inflation, have ef- the homeowner bear this unfair burden, 
fectively foreclosed the average Ameri- not because they in any way caused or 
can from purchasing a home. This is the contributed meaningfully to the present 
tragedy of the present situation ; it can- inflation, but because, like the innocent 
not be overstated. Because of misdirected victims of a raging murderer, they were 
monetary policies, not just poor Ameri- there. 
cans, but middle-class Americans as well The homebuilder is no stranger to hard 
can no longer afford decent housing. It times. In fact, the housing industry has 
has been estimated that 28 Inillion Amer- suffered five recessions in 15 years. Most 
ican families, or 101 million of our cit- recently, during the severe restriction of 
izens, cannot purchase a decent home. the money supply in 1966, housing ab­
A home has become a luxury item, avail- sorbed 70 percent of the inevitable cut­
able for the wealthy only. back in lending. Reeling from this first 

Advocates of the high interest, tight blow in 1966, builders were hit again in 
money policy justify this theft of the 1969. On February 19, the Bureau of 
average American's home on the grounds Labor Statistics r eported that housing 
that excess demand must be controlled starts for January stood at 1,166,000. 
to limit inflation. This purblind policy, This is a 6.5-percent decline from De­
however, disregards three economic cember, which was not a good month. 
truths: Since January of 1969, housing starts 

First, high interest rates do not limit have plummeted by 40 percent. Mr. 
the available credit along rational or President, that figure is accurate-a 40-
SOCially desirable lines, but rather chan- percent decline. Our present level of 
nel it to those most able either to payor housing construction has now declined 
t l.nsfer the cost. Credit is available to the level of 1946 when our population 
f e wealthy, but not for the average was approximately 140 million. Tod~y, 
American. For example, recently one of with a population of over 200 million and 
the biggest banks in this Nation invested with many more young people, the pres­
in a Bahamian Island enterprise, whose ent administration is building not homes, 
principal business is gambling. Money is but rather this administration is build­
available for the gamblers, but not for ing a housing shortage of unprecedented 
the homeowner. severity. 

Second, the demand for housing is For the rest of 1970 the situation will 
comparatively inelastic. If a man cannot worsen, not improve. New building per­
purchase a home, he must rent, and mits in January declined 23 percent from 
monetary policy forcing up prices of new the previous month-the largest drop in 
homes also drives up rents. High interest recorded history. The 950,000 permits is­
rates force young married couples not sued in January 1970 compare with 
to purchase their dream home-but to 1,400,000 permits issued in January of 
continue to live in a cramped apartment 1969. 
at ever-increasing rents or to double up All housing analysts agree that a de­
with their parents. By persuing the cline in permits foreshadows a further 
present policy of high interest rates, we worsening of housing construction in the 
can force this young couple to live in a months ahead. The housing industry, 
cave, or with their in-laws, but surely having suffered recession in the past, 
this should not be the goal of a civilized faces disaster in the future. 
society. The sorry state of housing is clearly 

Third, prices for housing have risen revealed when compared with the rest 
not because of excessive demand, but be- of the economy. Though our GNP has 
cause of inadequate supply. Secretary of increased 236 percent since 1950, hous­
Housing and Urban Development George ing's share of the GNP has actually de­
Romney has testified that in the last 5 clined from 6.7 percent to 3.5 percent 
years, new housing fell at least 1.2 million _or a decline of half. Housing productio~ 
units behind .the number needed just to has, therefore, declined not only rela­
keep pace Wlth population growth and tively but in absolute terms. 
losses from fires, storms, and the A high interest rate policy, while not 
bulldozer. attuned to the economic facts of the 
. ~e funda~en~al problem of the hous- housing industry, has Significantly added 
mg mdustry 15 Illa~eqUate supply: The to the cost of housing. As a result, the 
United States, the nchest country III the price of housing has risen almost twice 
world, is behind al.most every Western as fast as the overall cost of living. The 

'lean country III the level of con- average new house in the United States 
tion pe~ captia. now costs about $26,000, compared to 

As I preVIOusly mentioned, Secretary only $20,000 in 1966. The home price at 

$25,000 a year agO is now selling for 
$27,500. These are average flgures and 
in many parts of the country the prices 
and the increases have been higher. The 
end result of this policy is that the for­
gotten American must forget his dream 
house. 

With the housing industry facing ex­
tinction, and the average American un­
abel to buy a home, the measure we are 
considering today deserves immediate 
passage and wholehearted support of 
the U.S. Senate . . We must take 
measures now to insure an adequate sup­
ply of mortgage money for the average­
income family at reasonable rates of in­
terest. Conditions are too urgent to wait 
for the end of inflation. Even when in­
terest rates are lowered the greater part 
of the excess credit will not flow auto­
matically into the housing industry but 
will be invested in areas of greater return 
than housing. This legislation, therefore, 
meets a need but does not solve the 
problem. We must devise measures that 
change the boom-bust cycle which has 
been the history of the hOUSing industry. 
Our advanced society seems unable to 
provide adequate and continuous supply 
of flnancing for this basic industry. We 
must work for structural changes in our 
arrangements of residential financing so 
that the housing industry can meet the 
needs of a growing SOCiety. 

Only by changing the persent chaotic 
and archaic methods of residential con­
struction financing will we be able to 
met the goals of the Housing Act 01 
1949-a decent home for every American 
family . 

Mr. CURTIS. Mr. President, I send my 
amendment to the desk and ask that it 
be stated. 

The PRESIDING OFFICER. The 
amendment will be stated. 

The ASSISTANT LEGISLATIVE CLERK. At 
the end of the bill insert a new section 
as follows: 
EMERGENCY RELIEF FROM INTEREST RATE CON­

FLICT BETWEEN FEDERAL LAW AND STATE LAW 

SEC. 606. Notwithstanding any other law, 
from the date of enactment of this Act until 
July 1. 1972, loans to local public agencies 
under title I of the Housing Act of 1949 and 
to local public housing agencies under the 
United States Housing Act of 1937 may, when 
determined by the Secretary of Housing and 
Urban Development to be necessary because 
of interest rate limitations of State laws, 
bear interest at a rate less than the applicable 
going Federal rate but not less than 6 per­
cent per annum. 

Mr. CURTIS. Mr. President, I will 
make just a brief statement of explana­
tion. 

The Federal law requires that loans by 
the Federal Government for urban re­
newal or for public housing must carry 
an interest rate at least equal to the 
going Federal' rate, which is now 6% 
percent. Most of the State enabling laws 
for these programs restrict the interest 
rate on the loans of the local agenCies to 
6 percent. In two of these States-North 
Carolina and Missouri-the attorney 
generals of the States have held that 
these limitations apply even though the 
borrowing is from the Federal Govern­
ment, and the attorney generals of other 
States may hold likewise. I might say, 
Mr. President, that the attorney general 
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of Nebraska has held likewise. Under because this program of interest subsi­
these circumstances, it is not possible to dies is gradually replacing the 221(d) (3) 
make additional loans in such States for program as the primary Federal program 
either urban renewal or public housing. for low- and moderate-income housing. 

The amendment I am offering is tem- However, the Congress has not amended 
porary and would permit the Secretary the GNMA legislation so as to extend its 
of Housing and Urban Development, power to purchase 236 mortgages in ex­
where necessary because of the State law cess of the statutory cost limitations 
limitation, to charge a rate of 6 percent- when the project receives tax abatement. 
instead of a higher rate as now required Unless this oversight is corrected the 
by Federal law-until such time as the private financing and the construction of 
State legislatures have an opportunity to these projects in high-cost areas, where 
amend the applicable State laws, that is tax abatement programs are established, 
until July 1, 1972. will be inhibited, for it will not be pos-

Mr. President, this matter is of great sible for GNMA to purchase these mort­
concern to my State and I wonder gages from private lenders. 
whether the distinguished Senator from Present construction costs are so high 
Alabama will be willing to accept the in many high-cost areas that the present 
amendment. $22,000 per Ullit limit will preclude 

Mr. SPARKMAN. Mr. President, I GNMA from purchasing section 236 
have talked about this with the Senator mortgages in these areas and will seri­
from Nebraska, and I have read the ously inhibit the flow of funds into the 
amendment. I think it is a reasonable construction of low- and moderate-in­
proposal. In fact, I hardly see any way come housing under this important Fed-
around it, under the circumstances. eral'program. 

I am willing to accept the amendment. For example, construction costs in 
Mr. CURTIS. Mr. PreSident, this in- New York City' are generally in excess 

volves not only housing for the elderly, of $30,000 per unit. Unless this amend­
but also involves housing on Indian res- ment is accepted, GNMA would be un­
ervations at three different locations able to purchase these mortgages and 
where it is very badly needed. the plans of New York City to construct 

Mr. TOWER. This in no way would almost 9,000 units under this program 
mean Federal intervention in the police will be jeopardized. This is undoubtedly 
power of a State to regulate interest true in many other areas of the country. 
rates under the State usury law? Mr. President, the sole purpose of the 

Mr. CURTIS. No. Instead of being amendment is to conform the situation 
bound by the 6% percent, it would be 6 in section 236 mortgages to the present 
percent until the legislatures convened; situation in section 22Hd) (3) mortgages 
that is all. which allow a higher cost limit to be 

Mr. TOWER. Yes, I thank the Sena- utilized in the acquisition of mortgages 
tor. when tax abatement by the municipal-

The PRESIDING OFFICER (Mr. ity is involved. This is critically im­
EAGLETON). The question is on agreeing portant to my State, especially to the 
to the amendment of the Senator from city of New York, and w1ll allow 9,000 
Nebraska. . more units to be constructed under sec-

The amendment was agreed to. tion 236. 
Mr. CURTIS. Mr. President, I move · I hope very much that the amendment 

that the vote by which the amendment will be agreed to. 
was agreed to be reconsidered. Mr. SPARKMAN. Mr. President, I have 

Mr. SPARKMAN. I move that the mo- discussed this with the Senator from 
tion to reconsider be laid on the table. New York and other Senators, and I 

The motion to lay on the table was think it follows our general rule of giv-
agreed to. ing recognition to high-cost areas. 

Mr. JAVITS. Mr. President, I have an I am happy to accept the amendment. 
amendment at the desk which I ask to Mr. TOWER. Mr. President, I am 
be stated. happy to accept the amendment of the 

The PRESIDING OFFICER. The Senator from New York. 
amendment will be stated: The PRESIDING OFFICER (Mr. 

The AsSISTANT LEGISLATIVE CLERK. On SAXBE). The question is on agreeing to 
page 22, between lines 9 and 10, insert the amendment of the Senator from New 
the following: York. 

SEC. 402. The second sentence of section 
S02(b) (1) of the National Housing Act (as 
redesignated by section 201 of this Act) is 
amended by inserting after "(1)" the follow­
ing: "is insured under section 236 or". 

MF. JAVITS. Mr. President, the 
amendment I have offered for myself 
and Senator GCCDELL would permit the 
Government National Mortgage Associa­
tion to purchase section 236 mortgages 
(rental assistance program adopted in 
1968) in excess of the Association's stat­
utory limits-$22,OOO-where they alsc 
have the benefit of local tax abatement 
programs. Presently, section 221(d) (3) 
projects are excepted from these unit 
cost limitations under such circum­
stances. The amendment is necessitated 

The amendment was agreed to. 
Mr. TOWER. Mr. President, I move to 

reconsider the vote by which the amend­
ment was agreed to. 

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

The motion to lay on the table was 
agreed to. 

Mr. WILLIAMS of Delaware. Mr. Pres­
ident. a parliamentary inquiry. 

The PRESIDING OFFICER. The 
Senator w1ll state it. 

Mr. WILLIAMS of Delaware. Mr. Pres­
ident, are we st1ll in the' period con­
trolled by the rule of germaneness? 

Mr. MANSFIELD. Mr. President, if the 
Senator will yield, that period expires in 
2 minutes. . 

'- . . 
Mr. WILLIAMS of Delaware. Mr. Pres­

ident, the reason I asked the question 
was that I had a few brief remarks to 
make that are not germane to the 
However, I wanted to make them a 
time. 

I will suggest the absence of a quorum, 
if I may, without losing my right to the 
floor. 

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

The PRESIDING OFFICER. The clerk 
will call the roll. 

The assistant legislative clerk proceed­
ed to call the roll. 

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

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

Mr. MANSFIELD. Mr. President, after 
yielding to the distinguished Senator 
from Rhode Island, with the permission 
.of the senior Senator from Delaware, it 
is my intention to put in a quorum call, 
and it will be a live quorum call. 

Mr. President, I yield to the Senator 
from Rhode Island. 

Mr. WILLIAMS of Delaware. Mr. 
President, this is without my losing my 
right to the floor. 

Mr. MANSFIELD. The Senator is cor­
rect. 

Mr. PASTORE. Mr. President, I merely 
want to say that the legislation we are 
considering today which is being man­
aged by my distinguished colleague, the 
Senator from Alabama (Mr. SPARKMAN), 
is a landmark measure to remedy a seri­
ous situation which confronts our people 
on this matter of housing. 

Housing in our country-and I r t 
to say this-is absolutely inadequate. The 
interest rates have gone up. The costs 
of building have gone up. And the pur­
chase or the building of a home has al­
most become prohibitive. 

I think this bill is a step in the right ' 
direction. It has my complete support. 

I supported the amendment of the dis­
tinguished Senator from Wisconsin (Mr. 
PROXMIRE), as amended by the Senator 
from New York (Mr. JAVITS). 

I supported the amendment of the Sen­
ator from Nebraska (Mr. CURTIS) , which 
was accepted by the committee. 

I congratulate both the Senator from 
Alabama (Mr. SPARKMAN), the manager 
of the bill, and the Senator from Texas 
(Mr. TOWER), the ranking Republican 
member, for doing what I think is a yeo­
man job at a propitious time in the in­
terest of our country. 

Mr. WILLIAMS of Delaware. Mr. 
President, for the interest of the Sen­
ate, a quorum call will be requested, fol­
lowing which I shall ' discuss the ques­
tion raised in recent days concerning the 
manner in which tax returns are being 
used by the White House and the manner 
in which they were used heretofore. 

CALL OF THE ROLL 
Mr. WILLIAMS of Delaware. Mr. 

President, I suggest the absence of a 
quorum, and it will be a live quorum. 

The PRESIDING OFFICER. The 
will call the roll. 
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The assistant legislative clerK called 

the roll, and the following Senators 
answered to their names: 

Allott 
Baker 
Boggs 
Byrd, Va. 
Cook 
CurtiS 
Dole 
Dominick 
Ellender 
Fong 
Gore 
Gurney 
Hansen 

[No. 137 Leg.) 
Harris 
Hart 
)lolland 
Hughes 
Inouye 
Javlts 
Jordan, Idaho 
Mansfield 
Metcalf 
Moss 
Murphy 
Muskle 
Packwood 
Pastore 
Pearson 

Percy 
Proxmlre 
Riblcoff 
Saxbe 
Schwelker 
Scott 
Smith, Maine 
Sparkman 
Stennis 
Talmadge 
Tower 
Tydings 
Wllllams, Del. 
Young, N. Dak. 
Young, Ohio 

The PRESIDING OFFICER. A quorum 
is not present. 

Mr. MANSFIELD. Mr. PresJdent, I 
move that the Sergeant at Arms be in­
structed to request the presence of ab­
sent Senators. 

The PRESIDING OFFICER. The ques­
tion is on agreeing to the motion of the 
Senator from Montana. • 

The motion was agreed to, and the 
Sergeant at Arms is directed to execute 
the order of the Senate. 

After a delay the following Senators 
entered the Chamber and answered to 
their names: 
Bellmon 
Bible 
Burdick 
Byrd, W. Va. 
Cannon 
Case 
Cooper 
Cotton 
Cranston 
Eagleton 
Ervin 
F , . 

'ht 

Goodell 
Griffin 
Hartke 
Hatfield 
Holllngs 
Hruska 
Jackson 
Jordan, N.C. 
Kennedy 
Long 
Magnuson 
McCarthy 
McClellan 

McGovern 
Miller 
Mondale 
Nelson 
Pell 
Prouty 
Randolph 
Smlth,ill. 
Spong 
Stevens 
Williams, N.J. 

The PRESIDING OFFICER. A quorum 
is present. 

COMMITTEE MEETINGS DURING 
SENATE SESSION TODAY 

Mr. MANSFIELD. Mr. President, I for­
got to ask permission at the beginning 
of the session for all committees to meet 
during the session of the Senate today. 
I make that request now. 

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

PRACTICE BY EXECUTIVE BRANCH 
OF EXAMINING INDIVIDUAL TAX 
RETURNS 
Mr. WILLIAMS of Delaware. Mr. Pres­

ident, I wish to discuss a matter which 
has been raised in the press and the 
Halls of Congress in the past few days, 
and on which there appears to have been 
a certain element of misunderstanding. 
I shall, to the best of my ability, review 
it from the beginning to show how the 
practice of examining tax returns by the 
executive branch has been conducted 
during the preceding administrations as 
well as the manner in which it is being 
conducted under this administration. 

This statement is going to be made as 
nearly as possible without trying to pro­
ject the argument into the political 
ar ~. I think such projections are most 

tunate on a question which is so 
Vl so many people. But now that it 
has been projected on a false basis be-

fore the public I think it should be clari­
fied. That is the reason I-ask the Senate 
to bear with me for just a short period 
of time, dur.ing which time I shall review 
the procedure followed by the executive 
branch during the present as we:l as the 
past two administrations. 

This argument started on April 12, 
1971>, and I am going to read the press 
release as it was then given by Mr. 
O'Brien. The press release, dated Wash­
ington, D.C., April 11, 1970, reads: 
O'BRIEN CHARGES VIOLATION OF FEDERAL LAw 

BY NIXON ADMINISTRATION IN MOLLENHOFF 
ACCESS TO INCOME TAX RETURNS 
WASHINGTON, D.C., April 11, 1970.-Law-

rence F. O'Brien, Chairman, of the Demo­
cratic National ComIn1ttee, today c):larged 
that the NilCon Administration's practice of 
turning over confidential federal income tax 
returns to a White House aide violates fed­
eral law and Treasury regulations governing 
the COnfidentiality of tax returns. 

"Federal law and regulations protect the 
individual taxpayer's right to privacy and 
such indlscriIn1nate access by a political op­
erative in the White House is a clear viola­
tion of the legal rights of american citi­
zens," O'Brien said. 

"I call upon President Nixon to terminate 
Immediately this 1I1egal a.ccess of his per­
sonal staff to confidential tax returns of 80 
million Americans," O'Brien said. 

"If this action is not taken ¥oluntarily," 
O'Brien added, "we are prepared to Initiate 
legal action that will end this practice." 

O'Brien's statement was based on a legal 
opinion signed by Mortimer M. Caplin and 
Sheldon S. Cohen, former commissioners of 
the Internal Revenue Service, and Mitchell 
Rogovln, former Assistant Attorney General 
for Tax Division and former Chief Counsel 
Internal Revenue Service. 

The full text of the legal opinion sub­
In1tted by Caplin, Cohen, and Rogovin to 
O'Brien Is attached. 

"I asked for this opinion upon learning 
of the Internal Revenue Service's practice 
of turning over confidential income tax re­
turns to Clark Mollenhoff, special counsel to 
the President, on a 'need-to-know' basis," 
O'Brien said. "The views of these recognized 
tax experts leave Uttle doubt as to the ille­
gality of the procedures which now are being 
followed." 

"It is particularly troublesome to learn ot 
this practice when so many millions of amer­
icans are a;t this moment poring over their 
Individual Income tax returns and are .can­
didly disclOSing personal Information of the 
utmost sensitivity," O'Brien said. 

"Only Immediate action by President 
Nixon to stop these 1I1egal procedures will 
restore the American people's confidence in 
the Internal Revenue Service, as well as dem­
onstrate the willingness of the Nixon Admin­
istration to obey federal law and regulations 
in the conduct of its own affairs," O'Brien 
concluded. 

I repeat one quotation of Lawrence 
O'Brien's release: 

"I call upon President Nixon to terIn1nate 
immediately this Illegal access of his per­
sonal staff to confidential tax returns of 80 
mllUon americans," O'Brien said. 

"If this action Is not taken. voluntarily," 
O'Brien added, "we are prepared to initiate 
legal action that will end this practice." 

O'Brien's statement was based on a legal 
opinion signed by Mortimer M. Caplin and 
Sheldon S. Cohen, former commissioners of 
the Internal Revenue Service, and Mitchell 
Rogovln, former Assistant Attorney General 
for Tax Division and former Chief Counsel, 
Internal Revenue Service. 

I now read the letter which was at­
tached to Mr. O'Brien's April 11 state-

ment. The letter is dated April 9, 1970. 
It is addressed to Mr. Lawrence F. 
O'Brien, the chairman of the Democratic 
National Committee, 2600 Virginia 
Avenue NW., here in Washington: 

APRIL 9, 1970. 
Mr. LAWRENCE F. O'BRIEN, 
Chairman, Democratic National Committee, 

Washington, D.C. 
DEAR MR. O'BRIEN: It has been reported 

that an aide to the President currently has 
access to federal Income tax returns upon his 
written request. You have asked for a legal 
opinion on whether. this reported arrange­
ment with the Internal Revenue Service com­
ports with existing law and regulations. It 
-is our legal opinion that such access is not 
In conformity with existing law and regu­
lations relating to disclosures of tax returns. 

Section 6103 of the Internal Revenue Code 
sets up the statutory procedures necessary to 
Insure tha.t tax returns and the confidential 
information appearing thereon are not made 
available to people who have no legitimate 
interest in the return. First enacted In 1910, 

. this central provision of our present law pro-
vides that returns will be open for Inspection 
"only upon order of the President and under 
rules and regulations prescribed by the Sec­
retary or his delegate and approved by the 
President." The inviolate nature of tax in­
formation is fundamental to our tax sys­
tem, not only In the name of privacy, but 
also to insure increased and more accurate 
taxpayer compliance. As to the latter, more 
accurate reporting on income tax returns ap­
pears to bear a close relationship to the de­
gree of confidence in which the information 
is held by the Internal Revenue Service. 

The regulatiOns promulgated under section 
6103 provides In detJa.1l, the manner and cir­
cumstances under which tax returns may be 
legally Inspected by the public, etate tax offi­
cials, Treasury officials, Executive Department 
officials, U.S . Attorneys and Department of 
Justice attorneys, Executive Branch agencies, 
and Cnogresslonal Committees. Spectfic re­
quirements for inspection of federal Income 
tax returns have been prescribed In the regu­
lations to intentionally make It burdensome 
to secure inspection of such returns. This is 
In order to maintain the confidentiality of 
such returns except In unusual circum­
stances, melding the legitimate needs of gov­
ernment with the right to privacy of the 
individual. For example, with respect to in­
spection of returns by executive departments' 
officials other than the Treasury Department, 
the request must be In Writing, it must be 
made by the head of the Agency requesting 
the opportunity to Inspect the return, the 
request mUSlt relate to a matter officially be­
fore the Agency head,.lt must specify the tax­
payer's name and address, the kind of tax 
reported, the taxable period covered, the rea­
son why inspection is requested, and the 
name and official designation of the person 
by Whom inspection is to be made. 

The federal OffiCial. In the news report is 
Special Counsel to the President and as SUCh, 
he Is an employee of the Executive Office of 
the President. Reg. Sec. 301.6103 (a)-l (f) cov­
ers access to tax returns by such an employee. 
Under this regulation, the President would 
be the only Executive Branch official with 
the authOrity to request the Commissioner to 
make tax returns available to employees of 
the Executive Office of the President. Such a 
Presidential request wOuld presumably have 
to comply with the various requirements of 
the regula;tions detailed above. 

It has been suggested that since the em­
ployee In question acts as agent for the 
President In matters of Investigation, no 
written request by the President is required. 
We are unaware of any theory Of law which 
wOuld support such an argument. Indeed, 
this type of argument has been speec1fically 
rejected by the very language of the regula­
tion. 
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The cr1m1nal sanction relating to the dis­

closure of oonfidentlal tax 1n!ormatlon is 
found in section 7213 of the Oode. It makes 
it a misdemeanor for any federal employee to 
divulge tax Information except as provided 
bylaw. 

If tax returns are made ava.!lable in a man­
ner not In conformity with section 6103 of 
the Code and the regulatiOns, it would appear 
that such divulgence of tax information is 
not as provided by law. 

A copy of section 6103 and the pertinent 
regulations are attached for your conven­
Ience. 

Sincerely, 
MORTIMER M. CAPLIN. 
SHELDON S. COHEN. 
MITCHELL ROGOVIN. 

As I l;Ilentioned earlier, Mr. Caplin was 
the Commissioner of Internal Revenue 
under the Kennedy administration; Mr. 
Cohen was the Commissioner of Internal 
Revenue under the Johnson administra­
tion; and Mr. Rogovin was an employee, 
first in Treasury and then in Justice, 
under both administrations. 

When this dramatic statement was 
made by Mr. O'Brien there was under­
standably a lot of concern expressed by 
members of the press, by Members of 
Congress, and by millions, I daresay, of 
American citizens as to what was hap­
pening here in Washington and whether 
the Internal Revenue Service was being 
turned into a Gestapo, as the allegation 
of the chairman of the Democratic Na­
tional Committee would indicate. 

The chairman of the Joint Committee 
on Taxation, the Senator from Louisiana 
(Mr. LoNG), called the Joint Committee 
on Taxation together to explore these 
charges, and we asked Commissioner 
Thrower to appear before our commit­
tee. 

This meeting was at 3 o'clock on Tues­
day of this week. Having read this state­
ment t felt we should go beyond and see 
what the precedents were. So I directed 
this wire early on Monday morning, 
April 13, to the Honorable Ralph W. 
Thrower, the Commissioner of Internal 
Revenue, Department of the Treasury, 
in Washington: 

In connection with your meeting tomor­
row with the Joint Committee w111 you 
please have available Information regarding 
the number of times tax returns were re­
quested by the Executive Branch during each 
of the adm!n1stratlons since 1960. Signed, 
John J. W1111ams, Senator from Delaware. 

Later I supplemented that and asked 
that he furnish the various regulations 
or rules which were discussed in the 
committee. 

Commissioner Thrower has furnished 
and I received these yesterday-a series 
of the regulations which have governed 
the executive branch on the handling of 
these tax returns over the years begin­
ning with the Kennedy administration. 

I might say first, however, before go­
ing to that that I asked the staff of the 
joint committee, under the direction of 
Larry Woodworth, with whom all of us 
are acquainted, to prepare a memoran­
dum as to the various branches of Gov­
ernment to whom tax returns are avail­
able and the manners in which the re­
turns could be examined. I shall read his 
memorandum first. This is entitled, 
"Provisions of the Statute and Regula­
tions Relative to Publicity of Income Tax 
Returns": 

STATUTORY PROVISIONS ON PUBLICITY 
The Code proVides (section «5103(aJ) that 

generally income tax returns are to be open 
to inspection only upon order of the Presi­
dent under rules and regulations prescribed 
by the Secretary of the Treasury or his dele­
gate and approved by the President. 

Four exceptions are made to the above lim­
itation as to the publicity of returns. Income 
tax returns may be made available to: 

(1) State Income tax officials for the pur­
pose of administering the State Income tax 
law or to obtaln information to be furnished 
local taxing authorities. The Inspection may 
be made only upon request of the governor 
and only for State tax administration or, 
upon his request, can be made availble to 
local tax administrators. 

(2) In the case of corporate income tax 
returns, to shareholders having an Interest 
of 1 percent or more. 

(3) The Committee on Ways and Means, 
the Senate Finance Committee, the Joint 
Committee on Internal Revenue Taxation, 
and any select committee authorized to In­
vestigate tax returns, and 

(4) The persons who filed the returns. 

He then lists the various regulations 
,regarding disclosure, and I ask unani­
m0.\lS consent that all of these regula- ' 
tions be printed in the RECORD at this 
point. 

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

REGULATl'ONS 
The existing regulations (Reg. § 301.6103 

(a) -1 (f» contain a general authOrity re­
garding Inspection of returns by the execu­
tive departments. They specify that if the 
head of an executive department (other than 
the Treasury) or any other establishment of 
the Federal Government desires to inspect, 
or have an employee of his inspect, an in­
come tax' return he may do so if: 

(1) It Is in connection with some matter 
officially before him; 

(2) there Is a written application signed 
by the head of the executive department or 
other Govermment establishment des1r1ng 
the inspection; and 

(3) the application states the name of the 
person for whom the retum was made, the 
kind ot tax, the year, the reason why the 
Inspection is desired, and the name and 
official deSignation of the person by whom 
the Inspection Is to be made. 

PENALTIES 
If the provisions of the regulations referred 

to above are not fully compiled with, Section 
7213 of the Internal Revenue Code relating 
to unauthorized disclosure of Information 
applies. This provides for a fine of not more 
than $1,000 or imprisonment for not more 
than 1 year, or both, for Improper release of 
Information on tax returns. Also, If the of­
fender Is an officer or employee of the United 

. States Government the section provides that 
he Is to be dismissed from office or discharged 
from employment. 

Mr. WILLIAMS of Delaware. As I 
stated, I had asked the Commissioner to 
gO back and outline from the beginning 
just how this problem had been admin­
istered throughout the years by the vari­
ous Presidents. 

The first official record was a mem­
orandum dated May 23, 1961, addressed 
to the Honorable Robert H. Knight, the 
General Counsel of the Treasury, and 
the subject is "Inspection of Returns by 
Congressional Committees." This mem­
orandum is signed by Mortimer Caplin, 
the Commissioner of Internal Revenue 
under the Kennedy administration and 
one of the men who signed the mem-

orandum which I r~ad earlier and u~on 
which Mr. O'Brien based his statement 
of April 11. 

I shall put the entire memorand11 
into the RECORD, but I shall move ow 
page 3 of it first. The first part ' 
relates to the manner in which congres­
sional committees can obtain access to 
tax returns; but on page 3, under item c, 
Mr. Caplin outlined the rules under 
which a representative of the -Kennedy 
administration could examine tax 
returns. 

At this time I am quoting Mr. Caplin, 
who was then the Commissioner of Inter­
nal Revenue: 
C. INSPECTION OF RETURNS AND FILES BY MR. 

CARMINE BELLINO 

On January 26 Mr. Bellino, Special Con­
sultant to the PreSident, called at my office 
and requested permission to Inspect our files 
on --- and others. Although we had no 
precedent to guide us, we decided that Mr. 
Bellino, In his capacity as a representative of 
the President, could Inspect our files without 
a written request. 

I underscore that point--"without a 
written request." 

This refiects the view that Section 6103 
of the Code Specifically provides that retums 
shall be open to Inspection upon order of 
the PreSident, and since Mr. Bellino's official 
capacity constitutes him the representative 
of the President, the action taken Is regarded 
as conforming to law. Based on this deciSion, 
we permitted Mr. Bellino to Inspect the files 
relating to ---. Since that time we have 
also permitted him to Inspect tax returns 
and related documents pertaining to other 
persons. 

Mr. CURTIS. Mr. President, will the 
Senator yield for a question? 

Mr. WILLIAMS of Delaware. I yiel 
Mr. CURTIS. Whom is the Senator 

quoting? 
Mr. WILLIAMS of Delaware. I am 

quoting Mortimer Caplin, the Commis­
sioner of Internal Revenue under the 
Kennedy administration and the same 
man who signed the letter to Larry 
O'Brien saying that it was a violation 
of the law for anybody in the executive 
branch to examine these returns except 
by written request. 

It is fantastic how some of these bu­
reaucrats can change positions after they 
leave office. 

Yes, I am quoting from Mr. Caplin's 
own regulation which was issued under 
date of May 23, 1961. I would point out 
again the significant part of it, that on 
January 26 Mr. Bellino, as President 
Kennedy's special consultant, was given 
permission to examine any tax return 
without any written request. 

This was 6 days after the administra­
tion took office and this ruling tliat they 
did not have to have any written request 
was made by Commissioner Caplin. 

Mr. CURTIS. How many returns did 
he let Mr. Bellino see? 

Mr. WILLIAMS of Delaware. No one 
knows. I asked for the number of tax re­
turns which were requested by each ad- ' 
ministration. I was advised that there 
were seven requests under the Nixon ad­
ministration signed by Mr. Mollenh 
involving nine tax returns. I will 1 
outline the procedure followed by 
Nixon administration, but they were all 
with a written reQ.uest. 
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_ The Coxfurussion;r was asked how 

many returns had been inspected by the 
previous administration so that we could 

t. a comparison, and they said that 
e there were no written requests ap­
ntly no records were kept or-if 

there were they cannot be found-they 
were unable to answer. However, the 
Commissioner did say that their records 
show that Mr. Bellino was in the Treas­
ury Department examining the tax re­
turns of various individuals and the lan­
guage he used was "days on end." 
There must have been a very large num­
ber involved. 

I will continue quoting from Mr. Cap­
lin's May 23, 1961, ruling relating to this 
subject: 

Further, in a letter dated January 26, and 
received January 30, Attorney General Ro­
bert F. Kennedy asked that Mr. Belllno be 
permitted to review aU files, records, and 
documents requested by hlm in order to co­
ordinate the investigation of certain indi­
viduals being conducted by the Internal 
Revenue Service. the Justice Department 
and other Government agencies. Permission 
was granted for Mr. Bell1no to inspect such 
files in a letter dated February 1. 1961. 

Additionally. Senator John L. McClellan, 
in a letter dated March 24. designated Mr. 
Bellino as a statr member of the Senate Per­
manent Subco=ittee on Investigations, a 
subcommittee of the Co=ittee on Govern­
ment Operations. authorized to inspect re­
turns pursuant to Executive Order 10916. 
As such, he is authorized to inspect tllose 
docuents made avallable to the Subco=it­
tee under requests made pursuant to this 
Order. 

In the interest of providing a more de­
tailed statement there is attached a Techni­
cal Memorandum prepared in the office of 
t .. Chief Counsel. which sets forth the his-

\1 background of (1) the requirement ot 
1IIII.,.o::lIn1ttee resolution. and (2) the execu­
tive policy against supplying photocopies of 
returns to Congressional Co=ittees. If you 
should desire additional information please 
let me know. 

Signed. "Mortimer Caplin. Commis­
sioner of Internal Revenue." 

I move now to the next letter we have. 
showing how the Nixon administration 
handled it. I do not find any correspond­
ence or ruling under the Johnson ad­
ministration thus far which' changed this 
practice. However. I find that when the 
Nixon administration took over. this 
loose practice of the Kennedy adminis­
tration wherein tax returns were exam­
ined by White House sta1f was corrected. 
What procedure does this administration 
follow? 

Mr. Thrower stated that when he as­
sumed office in 1969 he was advised by 
the White House that Mr. Mollenho1f 
would be asSigned to a position -compara­
ble to thr.t which Mr. Bellino held un­
der the Kennedy administration. and 
Commissioner Thrower felt that in the 
interest of orderly procedure the man­
ner of allOwing anyone from the execu­
tive branch to examine a tax return of 
any individual without having a writ­
ten request or having it in writing for 
future reference was wrong. The Com­
missioner conferred with the White 
House. and this 1s a memorandum of 
procedure they worked out under date 
of f:!~ptember 18, 1969. 

Is is the memorandum addressed to 
Honorable Clark R. Mollenhoff; 

Deputy Counsel to the President. signed 
the Comm1ssioner of Internal Revenue, 
and the subject is inspection of ta~ re­
turns and related files. These are the 
rules agreed upon at that time: 

SEPTEMBER 18. 1969. 
Memorandum to: The Honorable Clark R. 

MollenhoJf. Deputy Counsel to the Pres­
ident. 

From: Commissioner of Internal Revenue. 
Subject: Inspection o~ Tax Returns and Re­

lated Files. 
Following through on our recent luncheon 

conversation. I have been thinking about 
ways that we can meet those situations in 
which you may want to inspect tax returns 
or other Internal Revenue Service files whUe 
at the same tlme carrying out our responsi­
blllties under the disclosure statutes. 

As you know. the basic rules governing 
disclosure of tax return Information are set 
forth in 26 U.S.C. 6103 et seq .• and the penalty 
prOvisions themselves are in 26 U.S.C. 7213 
and 18 U.S. 1905 

I would suggest that every tlme you have ' 
occasion to inspect a tax return. a.pplication 
for exemption. or other Internal Revenue file, 
you send me a memorandum briefly setting 
forth the nature of the request. Naturally. 
we will infer in every case that the request 
is either at the direction of. or In the inter­
est of. the President. r have taken the lib­
erty of drafting a suggested format that 
you may wish to consider. If you want to 
look at the returns or files of more than one 
person or organization, you may list all of 
them in one memorandum. 

After ·receiving your request. we will make 
arrangements for the flies to be assembled 
11\ my I=edlate sutte of offices ~ere and 
we will notify you as soon as they are ready 
for Inspection. Since most of the ma.trelal In 
which you will be interested will be located 
In one of our regional or district Offices. it 
will be necessary for us to obtain It and 
bring it to Washington. If. after inspection 
of the files. you want copies of any of the 
material Inspected. we will be happy to make 
them for you. 

r trust this arrangement will be satis­
factory and look forward to a mutually re­
warding relationship between our respective 
offices. 

Signed. "Randolph W. Thrower." 
Mr. GORE. Mr. President, will the 

Senator yield? 
Mr. WILLIAMS of Delaware. I yield. 
Mr. GORE. The able Senator has re­

ferred to the conference with Commis­
sioner Thrower and has now read a 
memorandum which was denied to the 
Joint Committee on Internal Revenue. I 
trust that it will be in order to make a 
few remarks about it. 

Mr. WILLIAMS of Delaware. If the 
Senator will yield for a moment. the Sen­
ator is in error. This memorandum was 
not denied to the joint committee. They 
have this information. and the Senator 
is a member of that committee. It was 
also sent to me because I was the one 
who originally requested it. But I speci­
fically requested that the full report be 
sent to the joint committee. ~d it was 
delivered to them first. They acknowl­
edged receipt of it. The Senator 1s a 
member of the committee, and it is 
available; but I have a copy of it if he 
wishes to see it. 

Mr. GORE. I appreciate the correction. 
I requested this memorandum. and 

Mr. Thrower said he would have to ob­
tain permission from the President to 
supply it. 

I had not been advised that it had 
been supplied to the committee. I am 
glad that it has. I congratulate both the 
President and Commissioner Thrower 
upon supplying it. 

Now. would the Senator from Dela­
' ware yield further? 

Mr. WILLIAMS of Delaware. I yield. 
Mr. GORE. To begin with. I am not 

acquamted with the details of what 
happened in previous administrations. 
It is only recently that I became a mem­
ber of the Joint Committee on Internal 
Revenue. I am aware of what has hap­
pened here. Commissioner Thrower is 
a fine man and I do not wish in any 
way to be unkind to him. 

However, in fairness to the Senate. I 
must state that I question the propriety 
and discretion. or lack thereof. of his ac­
tion in supplying and in agreeing to sup­
ply Mr. MollenhofI in an open ended 
arrangement with tax returns and copies 
of tax returns without a direct com­
munication from the President of the 
United States, either verbally or in writ­
ing. 

Commissioner Thrower testified that 
he had neither from the President. 'He 
relied entirely upon the representations 
of Mr. Clark Mollenho1f whose veracity 
I do not question. 

Mr. WILLIAMS of Delaware. The 
point I want to get into the record 
straight 1s that Commissioner Thrower 
did not say--

Mr. GORE. I beg the Senator's par­
don? 

Mr. WILLIAMS of Delaware. I want 
to get the record straight. Again the 
Senator from Tennessee is in error. 
Commissioner Thrower said he did not 
rely entirely upon the statement of Mr. 
Mollenho1f. He said he was told by an 
official representative of the President 
that Clark MollenhofI was being desig­
nated for this position and that the 
arrangement was to be made with Mr. 
MollenhofI to work out procedures. He 
did not identify the other individual. 
I doubt if all of those men are in direct 
communication with the President any 
more than they were under preceding 
administrations. 

I thought we should keep the record 
clear. I do not think there is any ques-· 
tion in the minds of anyone but that 
Mr. MollenhofI is the deputy counsel to 
the President. and he did hold the same 
official position that was held by indi­
viduals in preceding administrations who 
had access to the tax returns. We should 
give Commissioner Thrower the credit-­
I also give credit to the Nixon admin­
istration-for recognizing the danger in 
the loose manner in which it had been 
handled heretofore under the Democratic 
administrations where they were freely 
examined by White House employees 
without any written requests. Commis­
sioner Thrower arranged that Mr. Mol­
lenhofI would sign on the line the name 
of the taxpayer and at the same time 
be ready to justify why they needed that 
return. And I think they should. I am 
amazed that Commissioner Caplin had 
handled this same situation so loosely. 
If there is ebuse I will join the Senator 
or anyone else in cleaning up abuses; but 
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let us remember that the law provides I want to say here, first, lest there be 
that the President can get these returns, any misunderstanding, that during all 
and the law provides, and it is intended that investigation-and there was a lot 
to provide, that the Ways and Means of corruption exposed-never was there 
Committee, the Finance Committee, and one single instance where one could 
the Joint Committee on Taxation, op- point a'finger at Harry Truman or any 
erating independently of each other, any member of his family as having done 
one of them can request and get a tax anything dishonest. I want to emphasize 
return. These committees have gotten that. But at the same time, there was 
them over the years with or without the a lot of corruption in his administration 
consent of the President and even over which needed cleaning up. 
the objections of the Commissioner when I found out later why I could not get 
they needed to. an appointment with President Truman. 

That is the law and has been over the The man I had to go through to get the 
years, and every President and every au- appointment was Mr. Matt Connelly, the 
thorized committee has utilized this au- White House staff man, and President 
thority. Truman's representative. I told him I 

Surely the Senator from Tennessee, wanted to talk about the alleged corrupt 
who is an able lawyer, was aware of that situation in the St. Louis revenue office 
fact, and I cannot imagine just what and the Washington office. Later, Mr. 
Mr. Caplin was thinking about when last Connelly himself was indicted. 
week he signed a letter denouncing his Thus we had the situation where the 
own decisions made as a Commissionel' Department of Justice, the Internal 
of Internal Revenue as having been il- Revenue, and the White House aide were 
legal. all involved in a conspiracy to fix tax 

The President and the congressional cases. 
committees must have this authority, In a situation such as that, the only 
but at the same time we must see that other recourse, in order to protect the 
it is not abused. taxpayers, was that at least we ha.d some-

I emphasize that we must have this one or some committee in Congress 
authority. For example, I go back to which would act. The Finance Commit­
my experience in the exposure of cor- tee, with the assistance of the Senator 
ruption in the Internal Revenue Service from Virginia, Mr. Harry Byrd, as well 
in the 1950 period. This corruption was as Senator Hoey from North Carolina, 
at a high level. The then Senator from ~ took an active interest in this matter, so 
Virginia Mr. Harry Byrd, and the Sen- that in spite of-I emphasize in spite of­
ator from North Carolina Mr. Hoey, and getting no cooperation from the execu­
myself, were appointed by Senator tive branch we were able to expose that 
George of Georgia as a subcommittee to corrupt regime. We were not getting 
examine the allegatlOn that certain high much cooperation from the Treasury in 
officials in the Revenue Service had the various 64 district offices, the reason 
abused their public offices. We needed being 12 of them were indicted, and eight 
certain tax returns to proceed with this of them went to the penitentiary at 
investigation. that time. Altogether, there were 100 

We had a situation where the former some odd revenue employees who went 
Commissioner of Internal Revenue went to the penitentiary during that era. 
to the penitentiary. A Deputy Commis- Fortunately, we had the situation 
sioner of Internal Revenue serving at where the congressional committees 
the time was indicted. A chief counsel of could function. We did have access to 
the Alcohol Tax Unit was also subse- these returns, with or without the per-
quently indicted. mission of the executive branch. 

Therefore, we could not expect co- Now I want to make a hypothetical 
operation from the executive branch or reversal of that situation. Hypothetical 
from the Intelnal Revenue. Our commit- and on the assumption that it will never 
tee had to have that authority. I want happen. But it could happen. 
to review this because this is very im- For example, there are three congres­
portant background as to why we harye sional committees which can get tax 
to harve this authority. The question may returns without any consent from the 
be asked, why did we not go to the De- Treasury Department. We can get them. 
partment of Justice? I did go to the De- The Senator knows that both the Finance 
partment of Justice during that period Committee, of which he is a member, 
and tried to get their cooperation. I did and the jOint committee, of which he is 
not get it. Later I found out why. also a member, can get the returns no 

One of the chief counsels, an Assistant matter what the President says and no 
Attorney General acting in the Tax Divi- matter what the Commissioner of Inter­
sion of the Department of Justice, was nal Revenue says because the law says 
likewise involved in this conspiracy and that we can get them. 
later went to jail. Suppose the time ever came-and God 

Then one might ask, why did we not forbid that it would come-when we 
go to the President? I was unable to get would have the top echelon of the Fi­
a conference with President Truman. nance Committee and the top echelon 
I tried hard at that time to do so. I of the Ways and Means Committee, 
wanted to report these allegations to the which comprise the joint committee, all 
executive branch and get their assistance of them went crooked at one time. Then, 
at the time I could not understand, why without the President's authority where 

. I was unable to get an appointment with would there be the check to protect the 
President Truman. American taxpayers? 

I resented that very much at the time, I want to say that this is not any sug-
although I understood later why I did gestion as to what can or will happen. 
not get that appointment. I do not think it will happen. But I would 

not have thought it would happen simul­
taneously before where we would find 
the BUleau of Internal Revenue here in 
Washington, the top echelons of the 
partment of Justice, and someone c 
nected with the White House, all engaged 
in this same type of conspiracy. 

But suppose it did? Then the law 
provides that there is a check wherein the 
President of the United States could 
move in, and he would take action to 
protect the American people. 

These safeguards were included as 
checks. At the same time I fully realize 
and I support the fear of Senators that 
there could be abuse in this matter. Cer­
tainly there can be abuse. I recognize 
that. I recognize the danger. 

But if any man can show me where 
this privilege has been abused, I do not 
care whether it is in the executive 
branch or the legislative branch, I will 
lead the fight against it. But let us not 
defeat the practice here on a lot of po­
litical innuendoes and assumptions. 

What I am pointing out is that over 
the years it has been historical that the 
President could under the law have ac­
cess to tax returns, and that covers the 
agent he designates. We know that the 
President of the United States-Jack 
Kennedy. Lyndon Johnson, or Richard 
Nixon-are not personally going to ex­
amine the returns. He delegates that 
authority. 

Th'e senior Senator from Tennessee 
delegates responsibility in his office. He 
has to: The Senator from Tennessee is 
a member of the Joint Committee on 
Taxation. Our joint committee has thp. 
authority to obtain tax returns. We 

. get tax retUl·ns. We have had acces 
several tax returns in the last 12 months, 
and we have delegated our chief of staff, 
Larry Woodworth, and his assistants to 
examine them. 

I do not think that I have seen one. 
I do not think the Senator from Ten­
nessee has seen one. We have delegated 
authority to our staff and we did not 
do it in writing. 

But that does not mean there has been 
abuse. 

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

Mr. WILLIAMS of Delaware. I yield. 
Mr. GORE. Mr. President, I thank the 

Senator for his generous references. As 
the Senator knows, the Senator from 
Delaware and I vote together frequently 
on matters of tax preference. On mat­
ters like this we nearly always vote to­
gether. 

When the committee met with respect 
to that matter, it was on the motion of 
the senior Senator from Delaware, sec­
onded by the senior Senator from Ten­
nessee, that the President supply to the 
committee a copy of the memorandum 
with respect to individual returns which 
Mr. Mollenhoff requested and also a re­
quest to the President to inform the com­
mittee whose tax erturns had been sup­
plied to Mr. MollenhofI and why. 

I will state this to make it perfectly 
plain, that this is no contention between 
the senior Senator from Delaware 8" 
the senior Senator from Tennessee 
I said etrlier, I am not ' referring to 
procedure of previous administrations. 
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Mr. WILLIAMS of Delaware. Mr. 

President, if the Senator will yield, I un­
d ~tand that we cannot be in the Cham­

II the time. I do not think he was 
when I read the memorandum 

signed by Mortimer Caplin, Commis­
sioner of Internal Revenue. 

The memorandum is dated May 23, 
1961. It describes the procedures under 
which he operated. I would like to read 
that again if I may. 

Mr. GORE. I think I heard some of it. 
Mr. WILLIAMS of Delaware. I want 

the Senator to hear all of it. That is what 
we are talking about, but first let me 
again correct the Senator from Tennes­
see. It was his motion that the committee 
ask for the names of the tax returns 
examined by Mr. Mollenhoff. My motion 
broadened this request to cover the 
names of all taxpayers whose returns 
were examined by all the administra­
tions since 1960. 

It was Mr. Caplin, the Commissioner 
of Internal Revenue under the Kennedy 
administration, who raised this question 
as to the procedure that the Nixon ad­
ministration was following, and I pointed 
out that this administration is insisting 
upon signed letters before any returns 
are made available. 

Now let us see how Mr. Caplin han­
dled this when he was in office. 

I again quote from Mr. Caplin's May 
26, 1961, regulation: 
c. INSPECTION OF RETURNS AND FILES BY MR. 

CARMINE BELLINO 

On January 26 Mr. Bellino, Special Con­
sultant to the President, called at my office 
a ... ~equested permission to inspect our files 

-- and others. Although we had no 
pent to guide us, we decided that Mr. 
Belllno, in his capacity as a representative of 
the President, could inspect our files without 
a written request. 

I emphasize that. There was no writ­
ten request for these tax returns by Mr. 
Bellino or the President or anyone else, 
who was working at the White House 
at that time. 

Commissioner Thrower said he could 
not tell us how many returns were ex­
amined by the Kennedy representative 
but that they did spend days and days 
examining them. 

I read further from the Caplin 1961 
regulation: 

This refiects the view that Section 6103 of 
the Code specifically provides that returns 
shall be open to inspection upon order of 
the President, and since Mr. Belllno's official 
capacity constitutes him the representative 
of the President , the action taken is regarded 
as conforming to law. Based on this deCision, 
we permitted Mr. Belllno to inspect the files 
relating to . Since that time we have 
also permitted him to inspect tax returns 
and related documents pertaining to other 
persons. 

Mr. Caplin must have had his tongue 
in his cheek when he signed the O'Brien 
letter last week charging anyone who had 
allowed a White House representative to 
examine a tax return without a written 
request to be in violation of the criminal 
code. 

Mr. President, I ask unanimous con­
~hat the entire ruling of Mr. Caplin 
. date of May 23, 1961, be printed 

at this point in the RECORD. 
There being no objection the mern-

orandum was ordered to be printed in 
the RECORD, as follows: 
MEMORANDUM FOR THE HONORABLE ROBERT H. 

KNIGHT, GENERAL COUNSEL OF THE TREAS­
URY 

SUBJECT: INSPECTION OF RETURNS BY 
CONGRESSIONAL COMMITTEES 

In the Treasury staff meeting on March 
31st H was pointed out that Mr. Carmine 
Bellino, Special Consultant to the President, 
had objected to certaitJ. regulations and Serv­
ice poliCies affecting Congressional Commit­
tees authorized to Inspect returns by Execu-

!~: ~~~~~~io~~~~~~r~gh~~b~~~~o~ ~:~ 
resolution by a full Congressional Committee 
before its representatives may obtain permis­
sion to inspect tax returns and (B) the pol­
icy against allOwing Congressional Commit­
tees to obtain photocopies of returns. It was 
suggested that we would submit our views 
concerning possible changes in present rules 
and procedures respecting these matters. 

A. Requirement Of a resolution by a full 
congressional committee 

The requirement for a resolution adopted 
by the committee is contained in Treasury 
Decisions 6132 and 6133. The decision to re­
quire a full committee resolution for the in­
spection of returns was made by officials of 
the Treasury Department and approved by 
the President. Prior to the issuance of these 
Treasury Decisions in May 1955, a Congres­
sional Committee authorized by Executive 
Order to inspect returtls was permitted to do 
so solely upon the written request of the 
chairman of the committee or of a subcom­
mittee thereof. No resolution of the commit­
tee was then required. 

Mr. Belllno objected to the "committee res­
olution' requirement of the regulations be­
cause the task of assembling a quorum of a 
full committee for this purpose Is very In­
convenient, particularly where the member­
ship Is large. He stated that this is a burden­
some requirement. For example, in April 
1960, the Special Committee on the Federal 
Aid Highway Program, a Subcommittee of 
t~ House Committee on Public Works, re­
quested permission to Inspect certain re­
turns. That request was denied because a 
resolution had not been passed by the full 
committee, consisting of thirty-two mem­
bers, as required under the regulations. 

Relief from the situation described may 
be provided by amendment of the regula­
tions to permit, in the alternative, acceptance 
of a resolution adopted by a subcommittee, 
and signed by Its chairman. This alterna­
tive should eliminate the problem but would 
retain a system of control needed by tbe 
Service. 
B . The policy against allowing congreasiona! 

committees to photocopy or obtain photo­
copies of returns 
Under our present policy representatives 

of Congressional Committees are not sup­
plied or permitted to make facsimile or 
photocopies of returns or related documents. 
However, they are permitted to Inspect re­
turns and certain related documents on 
premises of the National Office or a field 
office of the Service. Blank returns and other 
forms are furnished for transcribing data 
contained in the file opened for InGpection. 
Access is granted not only to returns but 
also to administrative files, including rev­
enue agent and special agent reports, with 
the exception of certain confidential docu­
ments. 

This policy has been approved In the past 
by President Eisenhower, Secretary Hum­
phrey, and Commissioners AndrewS', Har­
rington, and Latham. The reasons for the 
policy apparently include the following: 

1. It if; essential to maintain the confi­
dential natur~ of tax returns except insofar 
as the inspection of such returns Is required 

in the public interest. Our tax collecting 
process depends upon the voluntary re­
sponse of m!llions of' taxpayers and they are 
entitled to rely on the statutory protection 
which safeguards the confidential nature of 
the information they furnish the Service. 
The use of photocopies exposes such con ­
fidential Information to a greater extent 
than present methods of inspection. Im­
proper or Indiscreet disclosures could r e­
duce publlc confidence in the Service and 
have adverse effects on the collection of rev­
enue. While the use of photocopies might be 
advantageous to a committee, it would not 
appear to be essential to the discharge of 
the committee's functions. 

2. The possible disclosure of tax r aturns 
or related data at committee sessions held 
as public hearings, and the accompanying 
risk of disclosures to unauthorized persons, 
including the press, have been matters of 
continuing concern to the Service. 

3. When a Congressional Committee ex­
pires, its files' may not be destroyed and the 
posslblllty of unauthorized disclosure may 
be Increased. 

However, our practice of not furnishing 
photocopies of returns to these committees 
Is difficult to defend tor the following 
reasons: 

1. Section 6103(a) (3) of the Code provides 
that whenever a return Is open to inspection 
a certified copy shall be furnished upon re­
quest. 

2. Section 301.6103 (a) -2 (T.D. 6546) of the 
related Regulations on Procedure and Ad­
ministration provides that a copy of a re­
turn may be furnished any person who Is 
entitled to Inspect such return, upon 
request. 

3 . Our present policy provides distinctive 
treatment to such Congressional Committee 
requests Since taxpayers, States, and Agencies 
of the Executive branch of the Federal Gov­
ernment may be furnished copies of returns 
upon receipt of a proper application. 

Notwithstanding the above, we would like 
to retain the present policy since it provides, 
a degree of protection against Improper and 
indiscreet disclosures. However, if it is de­
termined that this policy should be liberal­
Ized, we shall, of course, be guided accord­
Ingly. No amendment of regulations would 
be required to affect a change. 
C. Inspection of returns and files by Mr. Car­

mine Bellino 
On January 26 Mr. Bellino, Special Consul­

tant to the PreSident, called at my office and 
requested permission to inspect our files on 
-- and others. Although we had no prece­
dent to guide up, we decided that Mr. Bel­
lino, In his capacity as a representative of 
the President, could inspect our files without 
a written request. This reflects the view that 
Section 6103 of the Code specifically pro­
vides that returns shall be open to inspec­
tion upon order of the President , and Since 
Mr. Bellino's official capacity constitutes him 
the representative of the PreSident, the ac­
tion taken is regarded as conforming to law. 
Based on this deciSion, we permitted Mr. Bel­
lino to inspect the files relating to ---. 
Since that time we have also permitted him 
to inspect tax returns and related documents 
pertaining to other persons. 

Further, In a letter dated January 26, 
and received January 30, Attorney General 
Robert F. Kennedy asked that Mr. Bellino be 
permitted to review all files, records, and 
documents requested by him In order to co­
ordinate the investigation of certain Indi­
viduals being conducted by the Internal 
Revenue Service, the Justice Department and 
other Government agencies. Permission was 
granted for Mr. Bellino to inspect such files 
In a letter dated February I, 1961. 

Additionally, Senator John L. McClellan, 
in a letter dated March 24. deSignated Mr. 
Bellino as a staff member of the Senate 
Permanent Subcommittee on Investigations, 
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a subcommittee of the Committee on Gov­
ernment Operations, authorized to inspect 
returns pursuant to Executive Order 10916. 
As such, he Is authorized to inspect those 
documents made available to the Subcom­
mit tee under requests made pursuant to 
t h is Order. 

In t he interest of providing a more de­
t ailed statement there is attached a Tech­
nical Memorandum prepared in the office of 
the Chief Counsel, which sets forth the his­
torical background of (1) the requirement 01 
a commit tee resolution, and (2) the execu­
tive policy against supplying photocopies 01 
ret urns to Congressional Committees. If you 
should desire additional information please 
let m e know. 

MORTIMER CAPLAN , 
Commi ssi oner . 

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

Mr. WILLIAMS of Delaware. I will in 
a minute. I am reviewing this record for 
the benefit of the Senator from Tennes­
see and not to point the finger at the 
Kennedy administration. I am not rais­
ing any question of impropriety with re­
spect to the man who was in the White 
House. I do not think that anyone has 
raised a question that Mr. Mollenhot! 
has acted improperly with respect to 
handling these tax returns except by" 
implication. 

If any Senator knows of impropriety 
in this matter let us put our foot on it 
quick. 

If there are any charges of improper 
use of these returns by Mr. Mollenhot! 
speak out, do not just cast doubts by 
these wife-beating questions as to what 
could happen. 

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

Mr. WILLIAMS of Delaware. I yield. 
Mr. GORE. Neither two wrongs nor a 

multiplicity of wrongs constitute a right. 
I do not wish to allege any illegal act. 

I have not researched this law to that 
extent. But I say to the Senator in all 
seriousness that I think it is indiscreet, 
injudicious, and unwiSe, and I will go 
so far as to say improper for the.Com­
missioner of Internal Revenue to make 
an open-ended arrangement with a poli­
tical operative without direct orders or 
instructions from the President himself. 

It throws uneasiness into the minds of 
millions of Americans concerning the 
confidential nature of the tax returns. 

If nothing else comes from this, re­
gardles,s of what may have occurred in 
past or present administrations, I will 
join with the senior Senator from Dela­
ware in trying to formalize protection to 
preserve the privacy of the American 
citizen in his tax return. 

This is not to question the right of a 
congressional committee with a need to 
know, with a need to have access to tax 
returns. 

The Senator from Delaware wondered 
if I had ever seen one. I do not think I 
have seen but one tax return in the 12 
years I have been on the Finance Com­
mittee. And this was requested by the 
committee emblematic of a question on 
legislation, not with respect to the 
wrongdoing of a taxpayer. 

I think it ought to be formalized. I re­
peat, for a Commissioner of Internal 
Revenue to make an open-ended ar­
rangement for an agent, whoever he may 

be, whatever his name is, whatever his 
role is, without an instruction from the 
head of the agency is of questionable 
legality. 

I do not say it is illegal. 
I had thought it was, but I am not 

prepared to say positively that it is. I 
have an adviser on my stat! who says 
that it is. But I am not prepared to say 
so in view of what the Senator says. 

Mr. WILLIAMS of Delaware. The Mol­
lenhot! arrangement is not open ended. 
The Senator's criticism can more prop­
erly be directed toward the procedure 
under his own administration. Let us be 
fair with our criticism. 

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

Mr. WILLIAMS of Delaware. In just 
a moment. The only open ended arrange­
ment that I know of around here in the 
matter of tax returns involves the com­
mittee of which he and I are members. 
We voted open ended authority to our 
stat!. The Joint Committee stat! can ex­
amine the returns. That is open ended 
authority. We do not put it in writing. 
Perhaps the Senator and I should look 
at our inner selves and see if we are 
operating properly. 

Mr. GORE, Mr. President, I agree. 
Mr. WILLIAMS of Delaware. I think 

we should face the facts. 
The suggestion was made in Mr. 

O'Brien's statement that there was an 
indiscriminate examination of tax re­
tUlns under the Nixon administration. 

That is not true. The President has 
said that no such use has been made. I 
would certainly hope that this would be 
the basis of the examination of tax re­
turns in all administrations; namelY, in 
situations where questions are raised as 
to the propriety of conduct of some pub­
lic official or someone in the adminis­
tration. 

Certainly, if he considers appointing a 
member to the courts he can, or at least 
he should, get that person's tax returns 
and have them examined before he sends 
the nomination to the Senate for con­
firmation. If, on the other hand, an al. 
legation comes in that Joe Doaks, who is 
already a member of the executive 
branch or maybe even on the White 
House stat!, is doing something improper 
the President should examine it, and if 
it is true, take the appropriate steps. If 
he needs th& man's tax returns to get this 
information he should have the au­
thority. 

The Senator is well aware of the fact 
that the Commissioner said he knew of 
no instance where this authority has 
been abused. I am going to cite one case 
to point out why I think this authority 
is important. 

Mr. GRIFFIN. Mr. President, may we 
have order? . 

The PRESIDING OFFICER. The Sen­
ate will be in order. 

Mr. WILLIAMS of Delaware. Mr. 
President, I am going to cite one case to 
point out why I think this authority is 
important. I am not going to reveal 
the name; however, this is not a hypo­
thetical case. In this instance the alle­
gation was received from some fellow 
who had been before the courts, and he 
had received what he thought was an ex-

ceptionaly heavy sentence. He was angry 
and his complaint was, "Why should 
this judge be so rough on me as a delin­
quent taxpayer"-not that he wa 
nocent--"when he is more guilty 
I am." Certainly that situation needs in­
vestigation. It was referred to proper 
channels at the White House. What did 
they find? They found that for 8 out 
of the 9 years prior to the time this man 
was appointed to the Federal bench he 
had not filed or paid his Federal income 
taxes. I repeat that. For 8 to 9 years prior 
to the time he was appointed as a judge 
and confirmed by the Senate he had not 
paid his Federal income taxes or filed any 
return. Just before being confirmed, ap­
parently thinking he was going to get 
the appointment, he filed belated returns 
for all those years; and in a matter of 
months he was nominated and con­
firmed, and he is serving today. 

The only way the President can now 
get rid of him would be to ask him for 
his resignation unless we in the Senate 
say that we will back him in removing 
this particular judge. I am sure the Presi­
ent will furnish the name of the man if 
the Senate wishes to act. Why should 
he not investigate such a charge? 

If there are abuses of public trust that 
is what we are talking about. Certainly, 
allegations which of times cannot be sup­
ported do come in with respect to John 
Doe. When I was working with the Sena­
tor from Virginia allegatiOns came in 
with respect to many Joe Does. We would 
get his tax returns and we would find 
nothing to substantiate those allegations. 
This is a very delicate matter and mv~ e 
handled with discretion. 

The very suggestion that the ta e­
turn of Joe Doe has been requested by a 
congressional committee or by the execu­
tive branch in itself constitutes a damag­
ing indictment against the individual. It 
is unfair to publish these names unless 
guilt is established. 

The Senator knows that he and I and 
every other member of the Joint Com­
mittee were assured by Commissioner 
Thrower that no request had been re­
ceived from this administration since he 
has been in office involving an elected of­
ficial, nor any on the basis that they were 
going to be examined to determine if 
John Doaks had paid the proper income 
tax. The amount of taxes to be paid is 
the job for the Commissioner of Internal 
Revenue and not the job of a congres­
sional committee or the White House. 

Mr. President, as a Senator I often 
have had people write to me that Joe 
Doaks is not paying his income tax . I 
have one standard form letter which 
states: If you have any information in 
that regard, you should write directly 
to the Director of Internal Revenue in 
your area or to the Commissioner and 
send him that information. To handle 
these otherwise would be wrong. I have 
directed my attention toward procedures .. 

I would be the first to rise in this 
Chamber and criticize the executive 
branch or any representative of it if they 
indiscriminately started to get tax re­
turns of the average taxpayer. That. e 
statement applies to congressional 
mittees. That is the job of the Commis­
sioner of Internal Revenue. If it is ever 
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departed from under this administration, As I emphasized earlier, I am not ques­
either at the congressional or at the leg- tioning the manner in which the Ken­
· ~]~tive level or if it is shown to have nedy administration operated, even 

departed from by other adminis- though they had no written request; but 
ons I shall be the first to rise in this at the same time let us not put a halo 

Chamber. around Mortimer Caplin's head on the 
But they have a responsibility when basis that his suggestions apply to every­

these allegations involve propriety to body else but him. His later position is 
take some action. Why should they not just a little bit ridiculous. I shaH be look­
look at them and find out if this charge ing forward to his comment on his own 
against some official of Government is regulations of 1961. 
true? I would not want a judge on the Mr. HOLLAND. Mr. President, will the 
Federal bench who might be judging me Senator yield? 
when he has not paid his income taxes Mr. WILLIAMS of Delaware. I shall 
for 8 or 9 years. yield in a moment. 

Mr. GORE. Mr. President, will the Sen- But if Mr. Caplin really thinks that 
ator yield? he was in violation of the law to allow 

Mr. WILLIAMS of Delaware. I shall examination of these tax returns in 1961 
yield to the Senator in a moment. without ·written orders and really wants 

If this screening process had been in to go to the Department of Justice to 
practice at that time the nomination of plead guilty maybe they would render 
that judge would not have been sent to assistance. I am reminding him of his 
the Senate for confirm~tion. own regulatiOns in a friendly spirit. 

Of just what are Senators afraid? Mr. HOLLAND and Mr. BAKER ad-
There s~ems to be general agreement dressed the Chair. 

that no instances of impropriety of the Mr. WILLIAMS of Delaware. I yield 
handling of this authority-has as yet been to the Senator from Florida. 
cited, yet there seems to be a fear. Mr. HOLLAND. Mr. President, perhaps 

Mr. GRIFFIN. Mr. President, will the I can throw a little iight on the question 
Senator yield? raised by the Senator from Michigan. 

Mr. WILLIAMS of Delaware. I yield. At the time I served as Governor of 
Mr. GRIFFIN. Is the junior Senator the State of Florida, we had no State 

from Michigan correct that under exist- income tax and we do not no\~, but we 
ing law and the law that has been in did and do have an intangible property 
effect the Governors of the several States tax; that is, a tax on the holdings of 
which have income tax laws have the intangible personal property, including 
right to inspect Federal tax returns? the securities, of citizens. We have many 

Mr. WILLIAMS of Delaware. The citizens in our State who did own securi­
Governors, or they can delegate the au- ties and filed an intangible property tax 

"rity. return. 
r . GRIFFIN. That is my next ques- One of the ways of checking against 
. Does it have to be the Governor or the accuracy of those returns ~as to see 

can he designate? what they filed in their income tax re-
Mr. WILLIAMS of Delaware. He can turns with the Federal Government 

and he does designate someone in his showing the income or dividends from 
behalf in practically all situations. Some their various corporate investments and 
States that do not have income taxes notes or mortgages. 
may not use the authority. I understand The program worked out was that the 
42 or 43 States do designate. Governor would make the request, but 

Mr. GRIFFIN. Would it not be a pecu- that the income tax returns when sent 
liar situation if the Governors of all down, as they were in many, many cases, 
States can designate someone to examine would be referred to the comptroller of 
Federal tax returns when they have a the State of Florida who was the tax 
question, and a question is raised about enforcement officer of the State. The 
the President of the United States hav- Governor at that time, for those 4 years, 
ing designated a representative to do the did not see any of those income tax re­
same thing? turns. There was no occasion for him to 

Mr. WILLIAMS of Delaware. Not only see them. It was simply a cooperative 
that, but it would be ridiculous to say the effort to see that the laws were obeyed 
Governor has to do it personally or that and taxes were paid. I think it was help­
the President has to do it personally. ful to both governments. I would not 
Certainly that is ridiculous. want anything that comes out here to 

I commend the Nixon administration jeopardize that procedure in any way, 
for having laid down the~e sounder because many States that have State in­
rules. Maybe they need to be tightened come taxes and the several States that 
up more. Maybe Congress needs to ex- have intangible property taxes rely upon 
amine our own procedures. the procedure, which is handled not for 

The Senator from Tennessee referred political reasons Whatever, but for prac­
to the fact that the White House is a tical enforcement of the tax laws of those 
political organization. Congress is a poli- States. 
tical organization. I respect that fact. I hope that this explanation will be 
There is nothing wrong with that. The helpful to the Senator from Michigan. 
White House is part of the political arm Mr. BAKER. Mr. President, will the 
of Government, but by the same token we Senator yield? 
in Congress on occasion have been known Mr. WILLIAMS of Delaware. I yield 
to be somewhat political. Who is to say ' to the Senator from Tennessee. 

)ngressional committee is any less Mr. BAKER. Mr. President, I want to 
rable or any less political than the make sure that the junior Senator from 

man in the White House? Tennessee fully understands the thrust 

of the important remarks made by the 
Senator from Delaware. Do I understand 
correctly, according to 'the Senator's pre­
vious statement, that there have been 
seven instances of requests for tax re­
turns by the executive department in 
this administration? 

Mr. WILLIAMS of Delaware. Seven 
was the figure given to us the other day, 
but that embraced the tax returns for 
nine individuals. 

Mr. BAKER. There were nine tax re­
turns, but seven individual requests were 
involved? 

Mr. WILLIAMS of Deleware. Yes. 
Mr. BAKER. Do I understand cor­

rectly that the requests of the admin­
istration have been made in writing, in 
conformity with the requirements of the 
Internal Revenue Code? 

Mr. WILLIAMS of Delaware. All re­
quests under the Nixon administration 
have been in writing, in conformity with 
the regulations issued by Commissioner 
Thrower. The Internal Revenue Code 
states that tax returns will be issued 
upon the basis of regulations worked out 
by the Treasury Department and ap­
proved by the President, which means 
the administration can write them in 
any way he wishes .. Mr. Thrower has 
written regulations and the White House 
has concurred that it would be more or­
derly procedure to make the requests in 
writing each time and make the man sign 
for them. I think that is good. The way 
Mr. Caplin did it under the Kennedy 
administration, no record was made and 
nobody was accountable, which I think 
was the wrong method. 

It was a loose and dangerous practice, 
yet I hear very little mention of that 
loose practice under the Democratic re-
gime. . 

Surely they are not advocating double 
standards. 

Mr. BAKER. Mr. Oaplin, during his 
tenure as Commissioner of Internal Rev­
enue, promulgated, and the White House 
at that time approved, a regulation which 
did not require such a request to be in 
writing. Is that correct? 

Mr. WILLIAMS of Delaware. That is 
right. 

Mr. BAKER. And the White House 
can approve it? 

Mr. WILLIAMS of Delaware. It must 
approve it. 

Mr. BAKER. So no wlitten requests 
were made, and there was no way to tell 
how many returns were examined, dur­
ing the Johnson and Kennedy admin­
istrations? 

Mr. WILLIAMS of Delaware. I do not 
remember any figures being given as to 
what happened under the Johnson ad­
ministration, but we were told that under 
the Kennedy administration they spent 
"days on end" examining taxpayers' re­
turns. 

Mr. BAKER. If the Senator will yield 
for one further question, the letter which 
the Senator referred to in his remarks 
was written by Mr. O'Brien and whom 
else? 

Mr. WILLIAMS of Delaware. I read 
the press release and the statement 
which Lawrence O'Brien released as 
chairman of the Democratic National 
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