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By Mr. MONDALE (for himself |
{ lish a “long-run” program to control in-
| flation to take effect after the 60-day
\ freeze expires.

and Mr. HUMPHREY) :

5. 1542, A bill to impose a 60-day freeze
on prices and rents and direct the Pres-
ident to establish a long-run economic
stabilization program. Referred to the
Commitiee on Banking, Housing and
Urban Affairs.

CONGRESS SHOULD IMPOSE €0-DAY PRICE FREEZE

Mr. MONDALE. Mr. President, the an-
nouncement last week of a 2.2-percent
increase in wholesale prices during
March—the biggest 1-month jump in 22
years and an increase of 26.4.percent on
an annual basis—demonstrates clearly
that phase ITIT has been a colossal and
unmitigated disaster.

The normally staid and low-key Wall
Street Journal began its report on the
March wholesale price jump by saying:

The failure of the Phase 3 economic con-

trols was spectacularly documented anew by .

a wholesale price explosion in March.

“prices—gone wild,” “a bombshell re-
port,” and "a stunning burst of price
boosts for industrial goods” that “left
Government economists open-mouth

The report quoted a “top Federal ana-
lyst” as saying that his reaction was
“shellshock” and that: “The numbers
are absolutely, incredibly bad.”

We are clearly in big trouble. Prices
are soaring totally out of control. We
must act now before the situation gets
even worse.

I am, therefore, today proposing legis-
lation that would:

First, Freeze all prices and rents “at
levels no higher than those prevailing
on March 16, 1973";

Second. Direct the President to roll
back prices and rents to levels lower than
those on March 16 when necessary to
control inflation; and

Senate

Third. Direct the President to estab-

The bill would also give the President
authority to make adjustments during
the freeze to correct “gross inequities.”

We need a breathing period to put
our economic house back in order. Con-

| gress must do it if the President will not.

This 60-day freeze will give us the time
needed to put together an economic
stabilization program that will work. The
President should consult with the Con-
gress, labor, business, consumers, and as
many other interested citizens as pos-
sible—just as he did before instituting
phase 2—in order to work oui the best
possible control program for the long
Tun.

The events of recent months have
shown that one-man rule over the econ-
omy is a prescription for disaster. The

| President—acting on his own—initiated
The report then went on to speak of

phase 3 just 2 short days after announce-
ment of the biggest jump in wholesale
prices in 21 years. Higher prices for the
consumer were clearly on the way, but
the warning signs were not heeded.

The freeze on meat prices announced
by the President on March 29 is both in-
adequate and unfair. What good does it
do to have controls on meat prices when
all other prices are going wild And how
is it fair to the farmer to impose a freeze
on the prices he receives but no freeze
on the costs he must pay? We need an
across-the-board freeze on all prices that
applies fairly and equitably to everyone.

The March wholesale price figures
show clearly that it is unfair to single
out the farmer as the scapegoat for
higher prices. Prices for industrial com-
modities—the single best indicator of
inflation—went up at an annual rate of

14.4 percent in March—the sharpest 1-|

month jump in 22 years. And prices for
consumer finished goods ballooned at an
annual rate of 26.4 percent, equaling a
25-year-old record.

Mr. President, we are now in the midst
of an inflationary psychology gone ber-
serk. Businessmen are rushing headlong
to establish higher prices on the as-
sumption that another freeze will be
imposed. To head this off we should make
it clear—as this bill does—that the freeze
will not allow. prices higher than those
prevailing en March 16. Making the
freeze retroactive to March 16 will re-
move any incentive for further anticipa-
tory price hikes.

Although the freeze I propose does
not cover wages and salaries, this will
pose no great problem for a peried as
short as 60 days. Wages and salaries will
remain under the phase 3 controls, which
so far have been very effective on the
wage side. In addition, businesses will be
very reluctant to agree to any sharp wage
increases while the prices they can charge
are frozen, and while the shape of the
long-run control program mandated by
this legislation remains unclear.

I ask unanimous consent that the text
of S. 1542 be reprinted at this point in
the RECORD.

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

S. 1542

EBe it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled.

Secrion 1. 'The Economic Stabilization Act
of 1970 is amended by inserting after section
203 the following new section:

“§ 203A. Freeze on prices and rents

“({a) Notwithstanding any other provision
of this title, all prices and rents are hereby
frozen at levels no higher than those pre-
vailing on March 16, 1973. The President may,
by written order stating in full the consid-



erations for his actions, make adjustments
with respect to prices and rents, In order to
correct gross inequities.

“{b) As soon as practicable, but not later
than 60 days after the date of enactment of
this section, the Presiden® shall by writ-
ten order stating in full the considerations
for his action, roll back prices and rents to
levels lower than those prevalling on March
16, 1973, but not lower than those prevalling
on May 25, 1970, In order to reduce inflation
and otherwise earry out the purposes of this-
title. The President may make specific ex-
emptions from the roliback by written order
stating in full the considerations for his de-
termination that such rollback is unneces-
EArY.

*(c) The President shall, not later than 60
days after the enactment of this section, is-
sue orders and lations es
long-run control progrmm to— .

(1) stabilize prices, rents, wages and sal-
aﬂn?a:n mto reduce inflation; and

" 5 interest rates and te
dividends and similar transfers at lem;-
sistent with orderly economic growth.”
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By Mr. MONDALE (for himself,
Mr. Nersown, Mr. HuMPHREY, Mr,
PeLr, Mr. Cranston, Mr, Maoss,
Mr, Hucnes, Mr. TUNNEY, Mr.
Crarg, Mr. AsoUrezK, and Mr.
HaTHAWAY) :

5. 1544. A bill to prohibit the further
expenditure of funds to finance the in-
volvement of the Armed Forces of the
United States in armed hostilities in
Cambodia. Referred to the Committee on
Armed Services.

Mr. MONDALE. Mr, President, today
I am introducing, alonz with Senators
NeLson, HuMpHREY, PEeLL, CRANSTON,
Moss, HuGHEs, TUNNEY, CLARK,
ApoUrezk, and Hataaway, a bill to pro-
hibit the further expenditure of funds
to finance the involvement of the Armed
Forces of the United States in armed
hostilities in Cambodia unless such ex-
penditure has been specifically author-
ized by Congress.

Mr. President, my bill is simple. It
provides that money can be spent for
U.S. combat efforts in Cambodia only
if authorized by Congress.

My purpose is also simple. It is to avoid
a constitutional tragedy as well as fur-
ther human tragedy. Twelve years after
American forces were first committed to
Vietnam in the name of protecting a
friendly but vulnerable government, once
again a President of the United States,
entirely on his own, is using U.S. mili-
tary force in a foreign country with ab-
solutely no constitutional authority for
doing so,

In pursuit of a will-of-the-wisp—the
North Vietnamese Command Head-
quarters—COSVN—we invaded Cam-
bodia in April 1970. On March 12 of that
year, the Nixon administration indicated,
in a Jetter to Chairman J. W, FuLeriGHT,
that it was no longer depending on the
Gulf of Tonkin resolution “as legal or
constitutional authority for its present
conduct of foreign relations.” The sole
constitutional authority claimed by the
administration for our military activity
in Indochina has been, as the President
stated in 1970, “the right of the Presi-
dent of the United States under the
Constitution to protect the lives of Amer-
ican men."

Senate

But now that U.S. combat forces are
out of Vietnam, U.S. participation in the
Vietnam war has ended. Hence any re-
newed military activity anywhere in In-
dochina constitutes—even according to
the President's own reasoning—a new
way and therefore the need for the ad-
vance consent of Congress.

Yet incredible as it may now seem, we
are witnessing massive air raids over
Cambodia. On April 10, U.S. B-52 and F-
111 fighter planes struck insurgent forces
for the 33d consecutive day. As many as
60 B-52 sorties are flown in a single day,
dropping an estimated 1,800 tons of
bombs. We are told that this bombing
is essential to support the beseiged Lon
Nol government.

Efforts by the administration in re-
cent days to justify its bombing policy
have been imaginative but futile, The
SEATO Treaty commitment has been
suggested, but the government of Lon
Nol has not altered Prince Sihanouk's
1955 decision to exempt Cambodia from
the treaty’s protection. A tenuous link has
been offered by Ambassador William Sul-
livan of the State Department and Sec-
retary of Defense Richardson between
the President’s mandate to make war and
his reelection mandate. Surely this can-
not be a serious point. State Department
lawyers have reportedly produced a com-
plex rationalization, but so far they are
reluctant to reveal it. The administration
has also tried to rely on a tacit under-
standing of an ambiguous section—ar-
ticle 20—of the Paris Agreement—an
agreement which was not even sub-
mitted to Congress for ratification—as
Jjustification for its actions.

Finally, Secretary Richardson said that
the administration feels its constitu-
tional authority to bomb Cambodia “rests
on the circumstance that we are coming
out of a 10-year period of conflict.”

This is the wind up . .. So I think one
way of putting it is that what we are doing in
offect is to try to encourage the observance
of the Parls agreements by engaging In air
actlon at the request of the government,
which is the principal victim of the mnon-
observance of the agreements.

Such a rationale could easily be ex-
tended to involve us again in both Laos
and Vietnam as well as Cambodia. And
it is ominous that Richardson, in fact,
refuses to rule out the reintroduction of

American troops into Vietnam, Because
of this possible danger, I continue to
support the legislation introduced by the
senior Senator from New Jersey (Mr,
Case) and the senior Senator from Idaho

(Mr. Crurce) prohibiting the reengage-
ment of U.S. forces in land, sea or air
combat anywhere “in or over or from off
the shores” of the entire Indochina area.
Mr. President, we no longer can permit
the President's warmaking powers to go
unchecked and unchallenged. The legal
legerdemain that the administration of-
fers is an open challenge to the Congress
to assert our constitutional responsibility.
_ Accordingly, Mr. President, I send the
bill to the desk for appropriate reference,
and ask unanimous consent that the text
of the bill be printed in the Recorp at this
point. :
There being no objection, the bill was
ordered to be printed in the Recorp, as
follows:
; B, 1544 )
Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled, That in order
to avold further involvement of the United
States in armed hostilities in Cambodia, Do
funds heretofor or hereafter appropristed
may be expended to finance the involvement
of any member of the armed forces of the
United Btates in armed hostilitles In or over
Cambodia unless such expenditure has been
specifically authorized by legislation enacted
after the date of enactment of this Act.

—

— ===

—



Congressional Record

United States
of America PROCEEDINGS AND DEBATES OF THE 93 CONGRESS, FIRST SESSION
Vol. 119 WASHINGTON, TUESDAY, MAY 8, 1973 No. 69

By Mr. MONDALE:

S. 1749, A bill to provide continued rail
transportation in rural America. Re-
ferred to the Committee on Commerce,

Mr. MONDALE. Mr. President, T am
introducing legislation to establish with-
in the Department of Transportation a
Rural Rail Transportation Administra-
tion.

This legislation is deslgned to provide
rural community groups with a way to
continue rail service when it is important
to the economic growth and development
of communities,

The Rural Rail Transportation Admin-
istration would have the responsibility
of aiding the continuation and improve-
ment of rail service in rural America. It
would be authorized to make loans or
loan guarantees to reestablish service
of an abandoned rail line or to con-
tinue and improve service on a line to be
abandoned. This type of financing pro-
gram would enable cooperatives or other
nonprofit organizations made up of
shippers and residents to purchase and
operate short-line railroads.

I have not included in the bill a ceil-
ing on the size of loans. This was done
on the assumption that the Commerce
Committee, through hearings and appro-
priate study, will be able to establish fair
and practical limits and percentages.

Increased reliance on motor carriers is
not the answer for farmers or for other
residents of rural America. In my home
State of Minnesota, a recent study in-
dicates that 304 communities will lose
railroad service by 1980. Of those com-
munities, 98 now have roads which are
restricted to less than 9-ton carrying
capacity. The Minnesota highway de-
partment informed me that it would cost
State and county governments $79.7 mil-
lion in additional highway construction
money o provide unrestricted access to
those communities. T am afraid that
many rural communities would be left to
die, because of the prohibitive cost of
providing adequate transportation facili-
ties to replace railroads.

But even if it were possible to obtain
the vast investment required to improve
rural roads in the next 5 years, it is
becoming more and more apparent we
should not permit rail service to be dis-
continued,

This spring the Nation is experiencing
serious pasoline shortages, and industry
spokesmen predict that there is almost
an even chance of gas rationing. Inde-
pendent distributors throughout the Mid-
west and Northeast regions of the coun-
try may be forced to close for lack of
fuel supplies.

The fuel shortages are in many ways
related to the growing agricultural trans-
portation crisis, As we become more and
more dependent upon overseas sources
for oil, the Federal Government is look-
ing toward a dramatic expansion in do-~
mestic agricultural production to feed
world markets, and to alleviate the bal-
ance-of-payments deficit created by
large-scale imports of oil. Reports indi-
cate that by 1980, the United States may
be spending $18 billion overseas to pay
for oil imports alone, compared with a
€4 2 hillinn saxnenditure in 1972,

Senate

that the United States could achievement
$18 billion in agricultural exports by 1980.

We see already the vicious cvele which
could occur. The U.S. imports greater
supplies of oil from overseas. The Agri-
culture Department opens up millions of
acres of farmland to production to pay
for these imports. Rail transportation is
reduced while we increase the amount of
agricultural produce which must be
moved. Thus we are forced to rely more
and more on trucks to haul not just
present but also greatly expanded pro-
duction. Yet highways in many cases are
not capable of replacing rail transport
without costly improvements. And the
increased reliance on trucks adds to the
skvrocketing demand for fuel.

Trains can move one ton of freight for
nearly one fourth the fuel required by
trucks.

It is therefore critical to not only the
agricultural community but also to the
Nation’s over-all economic future, that
we maintain rural rail lines.

Corporations which presently own the
railroads want to abandon rural lines.
They have shown clearly that they do
not want to live up to their responsibil-
ities. Service to rural communities has
been declining for a number years.

A yéar ago. I had an opportunity to
examine some of the rail lines in the
State of Minnesota, which were slated
for abandonment. The rails were old, ties
were rotted out, and in many places it
was difficult to tell whether there were
any ties at all because the entire road-
bed was covered with sod.

The railroads argue that this faulty
equipment is a reason to be granted per-
mission to abandon the branch lines. But
the poor condition of the track and road-
bed are not the fault of the shippers
and rural communities serviced by the
lines. Who else but the companies own-
ing the railroads is at fault?

Not long ago, railroads were allowed to
abandon passenger service to many ma-
jor cities. They said that was necessary
in order to run freight trains profitably,
Now they want to abandon freight serv-
jce in rural areas. They say they must
do this to keep main freight lines operat-
ing. And so it goes on. A dangerous trend
continues and rural America is the
vietim.

In my judgment, we should initiate a
transportation program similar to the
Rural Electrification Administration.
The REA has been one of our Nation's
truly great rural development successes.
Rural electrie cooperatives, owned and
onerated by rural residents and farmers,
provide services that big business cannot
or will not provide. And REA's pay back
all loans that they get from the Govern-
ment.

Three or four decades ago opponents
of the REA effort said it would never
work. They said farmers don't need elec-
tricity, and if they had it, they could not
pay for it,

Today rural America has electric
power, Al.l‘f:he bills get paid. And I am

nities.

Mr. President, I ask unanimous con-
sent that the text of the bill be printed
at this point in the Recorp.

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

5. 1749

Be it enacted by the Scnate amd House of
Representatives of the United States of
America in Congress assembled. That this
Act may be cited as the "Rural America Rail
Transportation Act of 1973 "

RUBRAL RATL TRANSPORTATION ADMINISTRATION

Sec, 2. The Secretary of Transportation
(Hereinafter referred to as the “Secretary”)
shall establish within the Department of
Transportation a Rural Rall Transportation
Administration which shall be headed by an
Administrator who shall be appointed by the
President by and with the advice and con-
sent of the Senate and shall be compensated
at the rate provided for level IV of the Ex-
ecutlve Schedule In title 5 United States
Code. The Secretary shall carry out his fune-
tions under this Act through such Adminis-
tration.

STUDIES, RESEARCH, AND DEMONSTRATION
PROGRAMS

Sec 3. (a) In order to promote the eon-
tinuation and improvement of rail service in
rural areas of the United States the Secretury
is authorized to contract or enter into other
arrangements for studies, research. and dem-
onstration programs as may be necessary
to—

(1) develop improved sguipment far such
service;

(2) determine means of continulng and
improving such service under existing rail-
road management;

(3) determine means of restoring such
service where It has been discontinued,

{b) In earrying out the provistons of this
section the Secretary shall consult and co-
operate with appropriate State and local
agencies, shippers, railroads, and other ap-
propriate organizations and groups,

LOANS AND LOAN GUARANTEES TO RESTORE

ABANDONED SERVICE

Sec. 4. (a) The Secretary is authorized to
make loans or loan guarantees pursuant to
this section to reestablish service on an
abandoned railroad line, or to continue serv-
ice on a line to be abandoned, in any case
in which he determines—

{1) a valld need for such service in or-
der to malntain economic growth and de-
velopment of areas along the line;

(2) that the applicant has the capablility
of providing such service and for the pur-
pose of this section any applicant which Is
& nonprofit organization made up of shippers
and residents, or {5 a State or local govern-
ment agency, of the area to be served, shall
be given preference;

(3) that the applicant has complied wilh
the provisions of the Interstate Commurce
Act to provide such service; and

(4) that the provision of such service i3, or
can be made, economically feasible.

{b) Any such loan or loan guarantec—

(1) shall be made in accordance with the
provisions applicable to loans and loan guar-
antees made pursuant to sectlon T(b)(5) of
the Small Business Act (16 US.C. 636(b) (5)),
except as otherwise provided in this section,

(2) may be made for costs of any neces-
sary acquisition of tracks and right-of-way
and other real property and necessary ac-
gquisition and improvement of equipment;

(3) may be made for not to exceed —
per centum of such costs or §——————;
and

(4) may be made subject to such other
terms and conditions as the Secretary deter-
mines necessary to carry out the purpose of

St a Pt L
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by such abandonment. In determining
whether the public convenlence and neces-
sity permit the granting of such request, the
Commission shall give thorough considera-
tion to the economic importance of such line
to all areas which it serves.

*{b) As a condition to the granting of any
certificate aunthorizing such abandonment
the Commission shall require such carrier
to—

“(1) cooperate to the extent possibie with
communities served by such line in efforts to
restore operations on such line, inciuding
making the right-of-way and tracks available
for lease on a reasonable basis; and

*“(2) not disturb the track: and roadbed of
such line for five years after the date on
which such certificate was granted.

“(e) The Commission shall notify the Sec-
retary of Transportation of the receipt of any
request for a certificate of abandonment pur-
suant to this part and shall, to the extent
possible, give priority to any procecdings
initiated to continue or restore rail opera-
tions on an ahandoned railrond line.

“{d) The Commission may reduce the five-
yvear period required by subsection (a) or
subsection (b) (2) of this section In any case
in which it determines, after notice and pub-
lice hearing, that the public convenlence and
necessity does not require such period.”

AUTHORIZATION

Src. 6. There are authorized to be appro-
priated such amounts as may be necessary to
carry out the provisions of this Act.




INTERVIEW WITH SENATOR
MONDALE .

Mr. NELSON. Mr. President, the
May 19 issue of the New Yorker maga-
zine contains an interview with the sen-
ior Senator from Minnesota, Mr. Mon-
DALE,

In the article Senator MonDALE ably
articulates the need for positive and hu-
mane leadership in a wide range of do-
mestic areas. In addition, he offers val-
uable insights into a number of issues
ranging from the congressional-execu-

tive rlationship to the role of the Ameri-
can family.

Mr. President, I ask unanimous con-
sent that this interview by Elizabeth
Drew be printed in the REcoRb.

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

A REPORTER AT LARGE—CONVERSATION WITH
A SENATOR

Walter Frederick Mondale, a forty-five-
year-old Democrat from Minnesota, is an In-
creasingly important member of the United
States Senate—one of the second tler of lead-
ers (the first 1s made up of those whose power
lies in their seniority), who define the issues
and get them on the agenda, and occasionally

even win acceptance of their ideas. He is a

liberal in the Minnesota Democratic-Farmer-
Labor tradition. A protege of Hubert Hum-
phrey, he became Attorney General of the
state at thirty-two and was appointed to fill
Humphrey's Senate seat when Humphrey
was elected Vice-President in 1964. Mondale
was returned to the Senate in 1966, and again
in 1972, Despite Mr. Nixon's overwhelming
victory last year, Mondale won reelection
then by fifty-seven per cent, and his efforts
on behalf of SBenator McGovern are credited
with reducing Mr. Nixon's victory margin in
Minnesota to only six percentage points.
Mondale has established credentials with
both the center and the left of the Demo-
cratic Party, and has a growing reputation
among members of the press and others In
Washington who observe, and can affect, poli-
ticlans' careers. He was comanager of Hum-
phrey’s 1968 Presidential campaign, He sup-
ported the war in Vietnam longer than many
of his Democratic colleagues did. He has also
fought for the powerless in our soclety, iden-
tifying himself with such unpopular issues
as welfare and busing.

I interviewed Mondale recently, in his Sen-
ate office—Room 443 of the Old Senate Office
Building. The office contains the typlcal ob-
jects a politician accumulates: the state seal;
awards; books written by colleagues and
friends. The furniture s Undistinguished
Government Issue. Mondale, wearing a short-
sleeved shirt, sat in a corner of the only un-
usual piece of furniture, a pale-blue tufted
Victorian sofa. Above him were large color
photographs of the St. Croix River. Mondale
is slim, youthful, with a touch of gray at the
temples. He has prominent blue eyes, a nose
that is slightly beaked, and straight, dark-
blond hair cut in such a way as to avold com-
mitment on the length issue. He has the
earnest alr of a son of a Midwestern Metho-
dist minister, which he is. But he also has a
streak of wry irreverence, which has made
him popular among Senate stafl members.
As we talked, Mondale piled the loose pillows
of the sofa under his right arm, arranging
and rearranging them, and occaslonally
pounding them for emphasis. From time to
time, he put his feet on a coffee table that
was In front of the sofa.

I began by asking Senator Mondale about
the dilemmas of the contemporary liberal,
What gave the Senator his belief that the
social programs of the nineteen-slxties were
really worth defending?

“Well, first of all, I have no argument with
those who seek reform in these programs, and
maybe even termination of some of them,
because I don't argue that they're perfect and
that there 18 not waste,” he replied. “But I
believe that the federal government has a
fundamental role in delivering services to
people who are overwhelmed by problems
that they can't handle themselves: hungry
children, and children who need to be edu-
cated; people who are handicapped, men-
tally 111, or retarded; people who have special
learning difficulties; people who can't find
work; old folks who can’t care for themselves.
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And then there is a need for social programs
that deal with the environment, transporta-
tion, and a whole range of human problems,
in which I think the federal government has
an indispensable role—leading, and helping
to find national solutions. And I think many
of those programs must include the provision
of services, which means people, bureaucrats,
delivery systems; and those programs cannot
he disbanded. The President’s attack has not
been one of reform. It's been fundamentally
one of assaulting the whole notion of the de-
livery of services to people who need them.
As a matter of fact, there’'s a very disturbing
notion that I find which somehow suggests
that in our free soclety we're incapable of
efficiently and effectively delivering essential
services through government employees.”

I asked him if he believed we were capable
of doing so.

“I think there is more good going on than
the President’s dark appralsal of these pro-
grams suggests,” he replied.

“Do you have appraisals that suggest to
you that these services are getting through
to the people who need them and are im-
proving their lives?"”

“It depends on the program. I could give
a8 examples many programs where you have
signs that two things have happened. First,
the services of this whole range of poverty-
related programs (student assistance, and so
on}), together with the philosophy that poor
people can make it—which is what John-
son and Kennedy were saying In the sixties—
have encouraged thousands and thousands
of persons from disadvantaged backgrounds
to believe that they can make it, and that
the government and soclety would llke to
help them make it. And I think that what
we learned in the sixties is that these prob-
lems are more difficult to solve than we ex-
pected, that government does not work auto-
matically and eficlently and without waste,
but that the fundamental commitment to
help is a valld and essential role for this
country, and I think that that's what Nixon
is attacking—the notion that we can help.
I think he’s telllng the federal government
to get out of the social-reform business, and
I fhink that that's a terrible notlon.”

“You sald in response to my first question
that you do belleve these programs need some
reform and some of them should be elimi-
nated. What sorts of reforms would you
propose?”

“Many. Because I think that it's in these
social programs that the contemporary lib-
eral is most vulnerable, and this is where
some of us have been trying to do something
for some years. I set up a pathetic little sub-
committee on social-policy planning and
evaluation a few years ago to try to begin, to
to evaluate and plan what we're doing."”

“What ever happened to that?"

“It was a pathetic little subcommittee. We
had no staff, and the one thing we did do
which was was we continued to
push a bill, which I was—and am—very in-
terested in, calling for a Council of Social
Advisers, which would be an institution like
the Council of Economic Advisers but would
concentrate on human programs. It would
be reguired to put out an annual social re-
port indicating how we were coming, and to
iry to do some ploneering in what we call so-
cial Indicators, to see i we couldn’t apply
computer technology and data-gathering to
give us a better understanding of how well
we're doing. One of the things that appall
me about our government programs is we
Just don't know how well they're doing. You
can go out in the fleld and you can get
anecdotal examples of how we're succeeding.
You can talk to teachers who are thrilled
with smaller classrooms or with new text-
books or with a school-lunch program, and
they say it has changed their classrooms, but
you can't get any data to back them up.”

“Isn't that one of the points about this
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whole debate—you have an anecdotal syn-
drome that works both ways? Some people
will tell you success stories, and the Secre-
tary of Housing can talk about a public-
housing project that’s a calamity, and In fact
there is no base of information that gives us
any broad picture?” L

“That's correct. That's correct. So the
guestion, then, is what you do about evalua-
tion and data in the face of this anarchy, and
of the lack of a strategic approach to human
problems, and of the lack of the data base
that gives you the hot facts rather than the
cold facts.”

“What do you mean by ‘hot facts’' versus
‘cold facts'?"

“Well, most of the cold facts are inputs
facts, I mean, how many teachers, how many
bricks in the bullding, how many soybeans
south of Mankato. The hot facts are the out-
put facts, like what we are feeding hungry
people, whether we are educating children,
what comes out of the system. This is what's
missing In so many programs. We know how
much money s going in; we don't know
what we're getting for it. We know how much
we're spending on manpower; we don't know
how many are being trained and finding jobs,
improving their position, and so on. That's
what I tried to do in this little subcommittee,
and there are several things I would suggest.
First of all, I would like to see my Council of
Soclal Advisers’' annual social report—for so-
cial Indicators—set up. Second, I would like
to see a national social-science foundation
set up to concentrate on the social-sclence
guestions in the same way the National Seci-
ence Foundation concentrates on the nat-
ural-science questions. The N.B.F. claims
it's doing both, but it isn't. Third, I would
1ike to see us in the Congress be required
when we pass a bill to define specifically what
it 1s we claim we're going to accomplish. If
we pass a Head Start program, how many
children do we expect to reach? What do we
expect those children to recelve? What do we
expect the result will be if this 1s done? How
much money do we want? And then, once
the bill is passed, I would like to see us set
aslde a percentage of the program’s funds—
say, one-half of one per cent—to be con-
trolled by the committee (the Labor and
Public Welfare Committee in this case), and
we'd hire some of the best social sclentists
in the country and say, ‘Now, your job is to
go out in the field, evaluate these programs,
test them, and prepare a report two years
from now. Did we achieve those objectives?
Why didn't we? Is there waste? Did we do
better than we thought? Did we do less than
we thought? How can we improve our pro-
gram?' So that every program we passed
would have built Into it an independent,
highly sophisticated public evaluation. In
other words, so that all of us would have to
face the music and no program would be sort
of an ungulded missile on its own. You see,
right now the evaluation usually comes from
agencies that have a tremendous bullt-in
incentive to either approve it or destroy it,
depending on the policy."”

“But, as I understand it, there could be
several problems with that, as there have
been even within agencies that have tried to
get honest evaluations. These things are very
hard to measure. Over at the Office of Edu-
cation, they're knee-deep In reports on
whether or not their programs have ‘worked.’
But nobody really knows what the criteria
for deciding that should be.”

“Well, I would hope that the Council of
Soclal Adyisers would help bring us out of
the anarchy that you describe.”

“Also, isn't there a time-lag problem? In
other words, you would want an evaluation,
you say, in two years. But aren't you talking
about things that you would like to see im-
prove people’s lives in ways whose effects
might not show up for some time, or might
not be measurable at all?”
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“Yes. The time frame would, I think, de-
pend on what you were doing. Education is a
slow process, and I think one of the things
we do that are unfalr to educators is to ex-
pect a quick yleld that's quantifiable. Second,
as your question implies, we don't give much
credit for things llke a healthy child or a
child who has been sick mentally and is now
becoming healthier, So much of our data and
so-called quantifiable material dismiss the
human element and ask—you know—how
are they doing in math? How are they doing
in reading? But I still think we should in-
sist on quantifiable data In basic skills, and
so on. What bothers me today is that there
is no manageable structure or approach for
finding out what's golng on, for leading these
discussions in terms of reform in this gov-
ernment, John Gardner [Secretary of Health,
Education, and Welfare during the Johnson
Administration] said when he left that we've
got a time-honored way of backing into the
future.

Joe Califano [Joseph A. Califano, Jr., Spe-
clal Assistant to President Johnson for
Domestlc Affairs], when he finished in the
White House, noted how little data they had
to work with on fundamental questions, like
welfare reform and manpower, that we spend
billions on. He sald that our way of declding
gquestions about basic human programs more
closely resembles the intultive judgment of
a tribal chief In Africa than it doed modern
decisionmaking techniques. And what I'm
saying is that we ought to be geared up In a
way that would permit us to evaluate, to
understand, to reform, and to bulld into
every program some kind of system that
would help us find out what's happening.
That's all.”

“Tgn't the results of the cwrent debate
that the liberals are busy defending what
has been happening, and trying to save the
programs from being cut, instead of thinking
about new ways to accomplish the same pur-
poses?”’

“yes, and partly that's our fault and partly
1t's the President’s fault, because when he at-
tacks the whole idea of federally assisted
housing, say, we have to counterattack in a
tough way. You just can't go back into your
soclal-sclence laboratories and say that three
years from now you're going to come up with
a better dellvery system because then there
won't be any program at all. In other words,

he's created what I think is a radical en-.

vironment, where we have to fight back on
political terms to create a counterforce that
will prevent the dismemberment of all these
programs."

“Do you reject the idea that in attacking
the programs of the sixtles Mr. Nixon may
have been on to something: perhaps an in-
clplent national mood that was tired—tired
of federal programs, tired of taxes, tired of
guldelines, tired of bureaucracles, and dis-
appointed in the results?”

“I think he very shrewdly and cunningly
exploited a sense of frustration and fatigue
in American life, For nearly a decade, at least,
Kennedy and Johnson and many of us were
pleading with the American people to move
on—more solutions, more programs. I think
the public saw just an endless number of
programs being passed, many of them over-
sold, and then they waited for the results.
Many times, the programs weren't fully
funded, Many times, they were maladmin-
istered, and many times it was impossible to
achieve what it was claimed those programs
could achleve—in the time frame, at least,
that we talked about. And I also think the
impression was given—which Nixon exploited
very shrewdly—that part of what was being
done was to make It possible for lazy people
not to work, so that those who had the work
ethic worked and pald thelr taxes for those
who just would not work. I think he has ex-
ploited it and hoped to convert it into an
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enormous social retreat, which I think would
be—well, I don’'t know what else to call {it—
immoral, because there are a lot of problems
behind those statistics. And it's all right to
flall the bureaucrats, but there are those poor
kids vut there who need help—who are
handicapped, who are mentally ill, who are
retarded, who desperately need help and af-
fection—and the thousands of children out
there who are poor, and hungry, and live in
lousy housing, and many of whom don't
have two parents. The Indian kids who never
go to school with a textbook or a teacher
that has any respect for them. The Chicano
children who never hear a word of Spanish,
or Portuguese children that no one speaks to
in their language. There are a lot of problems
out there. There are & lot of lonely old folks
who live in housing by themselves, in poor
health and with no one to care about them,
and a lot of decent people who are looking
for work and can't find i, and a lot of bright
kids who can't afford to go on to college or
to vocational school. There are a lot of dis-
abled people who can't live on what's avail-
able to them. There are 50 many human prob-
lems In the midst of our wealth that need a
country that cares and a government that
tries, I don't think the average American is
that selfish, and I think this is where the
Nixon approach s going to go wrong. I think
the average American is more just and more
compassionate than ‘Nixon thinks he is. I
think we're golng through a period of re-
action from the sixties, but I think it's going
to spring back. I don't think the American
people want to live on a diet of selfishness,
which 1s what Is served up to them now. I
think they'd rather be united and hopeful
and helpful and humane than be just
niggardly and selfish, and I think our time
will come. It may not be right now, but 1
think it's goirig to come."”

“There 18 also, as you know, an attack on
the liberal programs from the other side,
which says that the lberal approach
amounts to simply tinkering with the status
quo. That argument runs that if you're
really talking about equality of opportunity
in this country, which was one of the funda-
mental premises of these programs, you have
to do much larger things, you have to have
much greater transfers of income. It says
that these programs did not really go to the
heart of the matter of unequal opportunity
or unequal existences in this country."

“Well, I would say two things. First, I
think most Americans accept the notion
that every child ought to have a chance in
terms of opportunity—not In terms of re-
sult but in terms of opportunity. I think that
if we abandon the notion that people have to,
through their own effort, through excellence
and through energy, through trying to learn,
be a part of soclety and achieve on those
terms—I think we've cheapened soclety. I'm
too old-fashioned to abandon that notion
and I think that this country must do a
far better job than it's done, and spend more
than it has and spend it more wisely and with
more spirit and compassion, and with a
fuller commitment than we ever haye had,
to give every child a chance, and I think
that's so central that I am sickened by some
who would abandon that effort. Now, second,
I also belleve in dealing with the problem of
the unequal distribution of America’s wealth,
and that's why I'm interested In tax re-
form, and that's why I'm interested in re-
form of welfare programs, that’s why I'm in-
terested In public-service employment, Iin-
terested in improved antitrust-law enforce-
ment and other things that might help the
average American get a better break in the
distribution of the vast wealth of this coun-
try. But I do not belleve In some massive
program of dollar redistribution of wealth. I
don't think the American people would stand
for it, and I think It's folly to spend much
time on it.”
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“You have often sald that one of the prob-
lems of the programs of the sixties was that
‘we authorized dreams and appropriated pea-

“nuts.” Would you, then, be willing to argue
that taxes should be raised in order to do the
things you think are necessary?"”

“Well, I might, but there are some things
that come first here, in my opinion. I think
there are some very substantial revenues
that can be raised in tax reform. I reported
the other day—on the basis of some figures
I got from the I.R.8.—that two hundred and
seventy-three Americans who earned a hun-
dred thousand dollars or more in 1971 didn't
pay a dime In taxes. Two who earned more
than one million dollars didn't pay a penny
in taxes. Then we looked at those who paid
practically nothing, and we found that some
thirty-four thousand Americans in 1971 re-
ported loophole income of a hundred and
sixty-seven thousand dollars on the average
and pald only four per cent tax on it.

“They took in nearly four billlon dollars,
and they paid something like a hundred and
thirty-six million dollars in taxes. So there's
several billion dollars that can be picked up
by closing loopholes, or by reducing them
in a way that does not hurt the business
‘elimate and that, in my opinion, would create
a better sense of equity in America, because
the average worker and his family think
they're taking a hosing, and they've got a
pretty good case. Also, I think there's still
enormous waste in American government.
For example, they're proposing, in effect, an
increase of elght billion dollars in the defense
budget this year, when we're supposed to be
entering a generation of peace. We have
something llke two thousand bases over-
seas, in thirty countries, I think we're spend-
ing seventeen billion dollars this year in
NATO, We just cannot continue to spill
money on things in that way and have the
money we need to deal with the problems
of our own people. I'm not an isolationist,
but I think we lack a sense of balance.”

“Those are falrly familiar liberal argu-
ments, if I may say so.” i

“Yes, they are, but they are still arguments,
And we're not winning them.”

“You have been moving into—at least by
definition—a new set of issues, having to do
with children and the family. Is it really a
new set of issues, or 1s It old lssues in new
rhetoric? Why has your attention taken this
turn?"

“Well, I sort of slipped into it. I started
with problems of poverty and hunger and mi-
grants, and the rest, and became more and
more convinced that we were multilating
thousands and thousands of children before
they had a chance, and that if we wanted this
fundamental notion of social opportunity
and fairness and justice to have significance
and substance, we had to dellver justice in
those first few years of life. And we had to
help the family do so. I helped create the
Subcommittee on Children and Youth,
which I now chair, and we've simply tried to
look at a whole range of problems, from crib
deaths to child abuse, child care, day care,
the question of the mother's health during
pregnancy—all those issues. And I'm becom-
ing convinced that one of the revolutions
under way, which is perhaps the most dam-
aging thing going on in this country, is the
growing pressure on and destruction of the
American family. I believe, for ancient his-
torical and biological reasons, and for
psychological reasons and health reasons,
that it is absolutely fundamental that a
child be brought up In an atmosphere of
security and love and respect, with stimula-
tlon and self-respect and all that goes with
a healthy, strong family, and that children
who are denied that pay the price All of
us pay the price,.in a host of tragic and
sometimes blzarre ways. We're starting to
try to see behind some of these pathological
problems, like child abuse, or the divided

CONGRESSIONAL RECORD — SENATE

family, and ask what’s happening about

them. It's estimated, I think, that over

forty per cent of mothers now work. With
inflation and economic pressure, I think
that percentage is going up. Is it a wise
thing to require mothers to work when they
have children at home? Do our tax laws en-
courage people who work when at least one of
them ought to be home with the kids? If
it's necessary that both parents be gone,
are we really concentrating on adequate
alternatives—decent, warm, supportive child-
development centers—or are we just dump-
ing them in cold custedial areas? What
happens when a famlly breaks down and 1%
leads to divorce or leads to a separated
family, or where there's a family that's
psychotic or so emotionally in trouble that
the parents abuse their children or don't
raise them properly, and so the children stop
thriving and they have profound psycholog-
ical problems, and all the rest? How do we
deal with the necessity of strengthening
the family and strengthening the ability of
the family to produce those healthy, loving
children that are the hope not only of our
country but of the world? That, I think, is an
issue that needs to be looked at.”

“Is that not suggesting a range of govern-
ment concern about the nature of people's
lives that s unprecedented?"”

“No—I do not think that the government
ought to substitute for parental guldance
and authority. And I think that idea is one of
the reasons people shy away from this issue—
because they think it smells bad. I'm very
much to that. But what I want to
do is to have policies that strengthen the
family, so that 1t isn't necessary that both
parents work when they don't want to. Take,
for example, these child-abuse cases that
we're looking at. When the parents are scald-
ing, mutilating, poisoning, dismembering an
infant child, it doesn't help the situation
just to say that you're strong for the family.
Now, we found that In ninety per cent of the

child-abuse cases the child can stay at home .

and the parents can be helped, and the fam-
ily unit can be strengthened to everyone's
benefit. That’s the direction we ought to go
in. Then, I think one of the guestions we
might ask is whether government isn't al-
ready interfering with the family and put-
ting pressures on it that many families can't

resist. Under the present welfare laws in.

many states, the only way the parents can
take care of the family when the father is
employed is to separate—the mother and the
family can get help only if the man leaves.
And that doesn't seem to me to strengthen
the family. Also, I guess we're about the
only Western soclety or modern industrial
society that doesn't have some Kkind of
children's allowance, so that during the
early, formative years of the family it
gets a little extra help to stay together, to
help the kids until the kids are older. When
we do provide day care, I think we're chisel-
ing. We put a lot of these children in cen-
ters where there s no emotional support, no
education, no stimulation. The children are
just rejected for hours per day, and they
must feel that, I mean, children are like
flowers—you can damage them, and you can

them permanently. Chlld psychia-
trists will tell you that you find a serious
psychological problem and often it's traceable
to some things like that—things that hap-
pened in those first couple of years of life.
We've pgot these environmental-impact
studies that are great. With everything the
government does, there's now supposed to
first be a study that asks ‘What does this do
to the environment?' I think that's a good
thing. I wonder if we shouldn't have a fam-
ily-impact study. When we pass tax laws or
welfare laws or housing laws or transporta-
tion laws, we ought to say, ‘Well, what will
this do to the families?' Urie Bronfenbrenner
[professor of Human Development and Fam-~
ily Studies at Cornell University] said that
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it is remarkable that over the million-year
history of mankind almost every soclety, no
matter what the differences of religion and
culture, ended up with the family unit. And
he sald that before we destroy that unit
we'd better ask why they all found it essen-
tial. Wouldn't it be ironic if this nation, the
wealthlest and most powerful in the world,
should be the first to substantially destroy
that system which mankind has always found
essentlal?”

“You also took on the question of busing,
and, when it was controversial, volunteered
to head a special committee to examine the
problem of how to achieve equal educational
opportunity. You recently put out a report
that called for ‘quality integrated education’
and sald that busing was a misleading issue,
but it's still busing that you're advocating,
isn't 12"

“It is and it 1sn't. I'm not for busing for
busing's sake."”

“Well, no politician would say that he is.”

“No, but I don*t know of any reason he
should be, either. In other words, the idea
that American children, for the sake of some
theory of computerized mixtures, ought to be
bused to carry out some kind of balance
notion never has made any sense to me, and
I've sald 50 many times. Where I draw the
line is in trying to deny the court the power
it needs to eliminate discrimination—and
by discrimination I mean deliberate public
policies that, separate children on the basls
of race. That, I think, is intolerable under
the Constitution and intolerable from a pub-
lic-policy standpoint. And that's why I have
resisted attempts to 1imit the courts' juris-
diction to eliminate discrimination—at-
tempts that often include a ban on busing.
There are many other ways that we can
work on this problem, but fighting limits on
the courts is one that we must work on if
we intend to eliminate discrimination. And

“that's been my position, and I don't know

how you could say that you're against dis-
crimination without taking that position.”

“One issue that has been before us this
year, in various forms, is the relative power
of the Congress and the executive. Do you
think the Congress is really capable, institu-
tionally, over the long run, of acting effec-
tively—of leading on important issues?"

“Yes. We haven't always done as well as we
should, and there's much that we should do,
but I think we can do 1t.” :

“Yet isn't there a streak of passivity in
every legislative body?"

“Yes. I think that's correct. We're slow to
anger and even slower to organize, but it may
be that when we get organized, it's more
definite and final. There's much that we
should do to improve the way in which we
act here In the Con . I would like us to
move toward some sort of arbitrary retire-
ment age. I would like to see us eliminate
seniority. I would like to see the Congress
build in, under its own control, an adequate
system for evaluation and planning, and the
ability to tear apart a budget and start from
zero and work on up to see what we can do
in each of the agencles to cut out waste. I
would like to see us set a spending ceiling.
There are many things I think we must do
here, and I think that if we did them there
would be far more public respect for the
Congress than we see today, But, having sald
that, I must say I also think that we often
do better than we get credit for doing. I
think the average American, with some good
reason, wants to see expedition and efficiency
in the Congress. I think there's a certain
value to delay, and to the aging of an issue,
that one perhaps appreciates only after one
has been around here for a while. I think
that in a democracy there's some value in
allowing time for issues to be ventilated, for
digging out facts, for having the debates, for
having the efforts to compromise, which take
time and for which the Congress is glven
little credit, because what people say Is
‘What are you producing? Sometimes it
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looks as if you weren't getting anywhere,
but I think in the long run the Senate, more
than any other institution In Americs, is the
forum for great public-policy debates in
which the public takes a part, The Senate
is the only agency I know of of which that's
true. It's certalnly not true of the executive.
Too much of the hot stuffl has been decided
behind doors. It’s not true in the House as
much, just because of the numbers—they
can't have four hundred and thirty-five peo-
ple debating. But in the Senate we can de-
bate. And, looking at the great issues of the
war, the environment, the consumers’ move-
ment, civil rights, I'm proud of the kind of
forum that we have had on these great issues
over the years. Now, we've not accomplished
all that much, but once an idea is out, once
the public sees the clash, I believe that in &
strange fashion the public finally gets its
way and decency finally gets there, It may
be a little slow in getting there, but it gets
there. So I think sometimes the standard
that we're judged by—efficlency, prompt ac-
tion—Iis one that does not give us credit for
an even more fundamental role that we
perform.”

“Do you not at times find yourself im-
patient with the pace, though?”

“Yes, but I must concede this as a liberal:
many times I have to concede that an ornery,
cantankerous conservative in the commit-
tee or on the floor asking mean questlons
about my beloved programs—many times he
makes me face up to issues that I should
face up to, and I think there's a certain
validity to this business of democracy and
give-and-take and listening to all sides.”

“Isn't it still true, whatever happens as a
result of the upheaval over Watergate, that
the executive, as an . institution, has in-
herent advantages, which a President can
use to dominate the government, and which
may, over the long run, make an accumula-
tion of power in the executive branch in-
evitable?”

“I hope not. I think we need a coequal
system. The executive will always have cer-
tain advantages, because there's only one
President, and he can make almost any
declsion he wants to—especially if he doesn't
believe in the law. Also, he can get access to
television and dominate the news when he
wants to. He can make television and radio
practically a private communication sys-
tem with the American people. We have few
ways to counterattack.”

“Is it possible, though, that the increas-
ingly complicated questions and large-scale
enterprises and organizations that the fed-
eral government is dealing with just do not
lend themselves to parliamentary control?”

“Oh, I don't believe that for a minute. I
think that control may sometimes be more
difficult. Let me say this—I think Water-
gate, when It's all over, is going to be very
encouraging In terms of the fundamental

of American soclety and its in-
gtitutions, As I understand it, there was a
strategy for corrupting the last election, for
literally buying it and then keeping the

facts from public view, s0 no one knew.

what had happened. But slowly the courts
were angered, the Congress was angered, the
press bestirred itself, and the truth started
eoming out, and I believe we can follow now
with legal reforms to prevent or discourage
that sort of thing in the future. We were
slow getting there, but I think the fact that
we did get there showed that the traditions
and strengths of our Institutions were great-
er than even the tremendous power and in-
side advantages of the Presidency. And I
don't think for a moment that the govern-
ment is bigger than democracy. You know,
T've been through some fights that I've lost
here, but it's Interesting to see what hap-
pens. 1 led the fight against additional air-
craft carrlers. I'm not against all alrcraft
carrlers, but I ‘didn’t see why we needed a
new one every year, costing a billion dollars.
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I lost on the Senate floor, But it's an inter-
esting thing that we've now reduced the air-
craft-carrier attack-force level by three car-
riers; that's a thirty-billion-dollar saving
over the life of those carriers. I think the
public debate here in the Congress made
people face up to some of the realities they
didn't want to face up to. I've been leading
a fight lately against the space shuttle,
which I think is a horrible waste. That
never won on the Senate floor, but I noticed
the other day that the chalrman of the Ap-
propriations Committee sald that one of
the ways we can save & lot of money is by
delaying that space shuttle—which may
mean the end of the space shuttle. I think
that sometimes things work slowly, but if
you're right they work, even against enor-
mous commercial and governmental inter-
ests on the other side.”

“Have we had an example here of the
axiom that where you stand depends on
where you s8it? When the liberals were In
charge of the White House—when one of their
own was in power—there were frequent com-
plaints that the 85 was blocking
things. We heard about the ‘deadlock of de-
mocracy.” There were all sorts of proposals
for strengthening the hand of the President
at the expense of the Congress. But then the
Democrats lost the White House, and the
power of the Congress to block the Presi-
dent looked more attractive. Do you think
the liberals are coming to some new con-
clusions about this?"”

“Well, I hope that to some extent we are,
but I also think that the nature of the chal-
lenge the President posed at the beginning
of the year was different from anything we'd
had in the past, and ought to be a warning
to us. I don’t think that that was just an-
other effort on the part of the President fo
crowd the Congress, What the President tried
to do amounted to a massive, wholesale, un-
Constitutional dismantlement of our sys-
tem, in an attempt to convert it into a Presi-
dential system. I think you have to look at
the domestic side differently from the for-
eign one. I in foreign relations the
Congress has permitted itself to forfeit its
Constitutional powers and responsibilities
through many different Administrations, of
both political parties. I think it's going to
take us thirty years to repair the damage
to the forelgn-relations powers—warmaking
powers, treaty powers—of the And
we must do so, We're beginning to do it, but
it's going to be a slow show. The Adminis-
tration people tried to apply the same un-
limited Presidential powers domestically
that they've applied to foreign relations, and
that's what was new about this challenge, it
seems to me.”

“How serlously will the Watergate contro-
versy affect the President's power and affect
the nature of his relationship with the Con-~
gress?”

“Some people have been saying that the
damage will be so great that he can't
govern. I don't belleve that this is true, un-
less It develops that the President was per-
sonally involved in or personally knew of
widespread llegal acts. Even so, I think the
scandal is much greater than anything else
that has happened in or around the White
House in our natlon’s history. If it would
Jjust make the President realize the strengths
that come’ from working with the system, I
think we could begin to restore government
to some legal, due-process proportions; and
I think the dramatic erosion of public con-
fidence in the President and the great doubts
about those who have been around him will
inevitably force him to give some ground on
these questions of Constitutional impor-
tance. And I think the weakening of the
President politically will make him deal more
realistically with other institutions, too.”

“Does that mean that we have to walit for
a President to get himself in trouble before
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politicians In the Congress will take him
on?"

“Well, I think that there is what is always
referred to as a ‘honeymoon period,” when a
President who's been newly elected or just
been reelected is given a period of special
deference to develop and propose legislation.
And I think the length of that honeymoon
depends upon how he behaves and how he
uses it. In the case of Mr, Nixon, he blew
one of the largest mandates in American his-
tory in about a month by his divisive, hos-
tile, and other negative tactics and his whole-
sale disregard for the law. In other words, I
think that you can't suspend human nature,
and it's the proper thing to do, in terms of
normal Western traditions of clvility, te be
decent to a new President, to give him =»
chance. I think Herblock sald every new
President gets a free shave, and that's what
we try to do, and that's what I do.”

“But there are other times, not only after
elections, when there is the phenomenon of
the politiclans backing off because they
think the President may be powerful, even
if he isn't right, I can think of President
Nixon's November 3, 1069, speech about Viet-
nam, which a lot of people up here disagreed
with but were not very vocal about, for fear
that the President had In fact captured pub-
lic opinion—a fear that then became self-
fulfilling.”

“I can't deny that that's what happened.
But, fortunately, the fact is that there were
some here who didh't follow that strategy
and spoke up and criticlzed it. There was
clearly an effort on the part of the White
House to silence dissent. They warned every-
body, ‘Don't criticlze us or you're going to
be embarrassed.' The same thing followed
the Cambodian invasion. I don't think the
critics of the war will ever get credit—at
least, In the short run—but I think those
criticisms and that debate helped end the
w"'ll

“That brings up something else I have
been wanting to ask you. You supported the
Vietnam war for a longer time than several
of your colleagues. In 1967, you gave & Very
closely reasoned speech laying out what you
considered to be the dilemmas, and came
out on the side of supporting the war. How
do you now look back on that?”

“The biggest mistake of my public career.”

““How did you make it?"”

“Well, several ways. First of all, I think
I trusted the executive and its answers too
much, I just couldn’t believe that they could
be that wrong. And I recall going to Vietnam
myself for & week and going &ll over.”

“What year was that?"

“It was early '66. And I came up with
some questions about ‘Why are they still
fighting so close to Saigon if you're winning,
if the people are for you?' And the leader-
ship all had answers—ihe Defense Depart-
ment or the State Departnent—and I guess
if there's one thing that I learned out of all
that it 15 that you have to trust your own
judgment. You can’t be sure of the accuracy,
or sometimes even the honesty, of what you
hear from established departments. That was
one of my big mistakes. Another mistake I
made was that I was applylng what you
might call the European analogy to Asla. It
had no relationship at all, but I thought it
did. Then it slowly dawned on me that there
are limits to Ameérican power, limits to how
we can influence what are essentially. in-
digenous problems of another country. Fi-
nally, I saw first-hand what the war was
doing to this country. It was not a pretty
sight. The deaths and the Injurles—perma-~
nent injuries. The costs—over a hundred
billion dollars—which devastafed so many
human programs. But also the incredible
spiritual and emotional cpsts, The war poi-
soned the public dialogue. It divided our
country. It destroyed the affection of mil-
lons of Americans for their own government,
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and I think we’ll be paying for it for the
rest of my life.”

“In what you were saying earller, you
painted a more positive picture than many
do of the potential effectiveness of the Con-
gress, and particularly the Senate. I'd like
to ask you a little more about some of the
human and realistic factors that make it
difficult for senators to organize their col-
leagues to take action, or for the Senate In
general to do very much at certain times.
Each senator has his own constituency, has
his own reelection to think about. Collec-
tive action is not easy. It seems that after
& large effort up here It's very difficult to
mount another one; people get tired, they
want to go home, they're caught up in hav-
ing to answer their mall and greet constitu-
ents. Are these not also factors that affect
what really happens?”

“Sure, they're factors. This is a demdcracy.
We all have to be mindful of what our own
people want in our states and how they want
us to spend our time. That's part of our job,
and anybody who said that wasn’t true would
not be realistic. And sure we get tired. We
don't fight every fight that we perhaps should
fight, and we don’t win every round that we
should, because of these factors that you
mentioned. And I think we can do better; I
think we should do better. I think we should
reorganize in some of the ways that I've sug-
gested. More fundamentally, I think we need
campaign-funding reform. I keep coming
back to that. People do not realize the sky-
rocketing cost of campalgns and the growing
temptation for compromising the publle in-
terest because of money. Now, that certalnly
has been exposed in an ugly way in the
Watergate eplsode—how that money came in
and how it was used and how it was falsely
received and reported—but money in poll-
tics is the dark side of the political moon,
and until we take full, pervasive action to
solve that problem, we're going to have this
continuing tawdry, traglc, dispiriting, de-
moralizing spectacle of public men trading
public decisions for private money.”

“Does this affect even those politiclans who
would like to be honest—who would like Lo
feel that they are making decisions regards
less of who has contributed how much?"

“It affects everybody. I think the miracle
is that the system has remained as honest
as it has. But the temptations are undeni-
able, and some people are weak. And the
thing is subtle. FPor example, take just the
access question. If you give money, you get
an ear. I try very hard not to take money
in amounts or from sources that would affect
my course of action. But I would be less than
candid If I did not say that when I've had a
large contributor he gets in to see me and I
talk to him. While I try very hard to listen
to evervone, I must admit that this is true.
We're all a part of this system, and I think
maybe in subtle ways that we don't =ven
appreciate. We tend to remember who helped
us financially, and even the most honest per-
son cannot be unmindful of that support.
And I just hope that we can get out from
under this system."

“How?" 32

“Well, this goes back nearly seventy years.
Teddy Roosevelt once called fpr publle sup-
port of federal campaigns. I think we gught
to begin with the Presldency and do that
right. We've seen enough, I think, to under-
stand the corruption of money. Maybe we
eculd have a system like the one Albert Gore
talked about a few years ago, where we would
estimate approximately what a campaign
would cost, glve a candidate an amount out
of the public treasury which would pay for
a decent campaign, and then prohibit any
ovutside money—something like that.”

“What makes you think, from what we've
seen, that federal support of campaigns could
be set up In such a way that the process
itself would not be corrupted or manip-
ulated?”
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“I can’t be sure about it, but I am sure that
the present system isn't doing it, and we'd
better try. Maybe then the public could trust
the government again. People all think it's
being bought off. Even my son—he's eleven
years old—sald to me the other day when
we were talking about Watergate, ‘Daddy,
are the courts honest?’ Eleven years old,
talking that way. The American people are
being served up a raunchy, smelly, nostril-
filling mess, and so much of it comes from
money. It wouldn't cost much to try to

that. We have a natlional budget of
about two hundred and sixty-nine bililon
dollars, and we're talking about an expendi-
ture of a few milllon dollars to keep the
thing honest. Well, why not do 1t? Well, I'll
tell you the reason I think we haven't done
it. It's that the people who control the Amer-
ican system with money now don’t want to,
because they know they control the American
system and they don't want to let loose. It's
been such a long, deeply embedded tradition
in Amerlcan life that you restrain and in-
fluence government through money—and
that that's part of doing business in Amer-
fca—that they all do it and have more or less
accepted it as being the proper thing to do.
Well, it isn't proper. It's wrong and it's cor=-
rupting, and I think it's getting to the point
where it’s shaking American confidence In
the baslc integrity of our free system, and
someday a demagogue is going to come along
and really ride that wave unless we can cor-
rect it In 8 way that will restore confidence
in the system. And I don't think Mickey
Mouse changes are going to work; I think
you need a baslc system of public support.
You know, I saw a poll the other day that
showed that, of all the occupations in this
country, the politician ranked second to last
in public confidence, just ahead of a used-
car dealer. Well, one more month of this and
we're going to be behind the wused-car
dealer.”

“But you do think it is possible to restore
faith in the governmental process and
institutions?"

“It has to be done, and underneath all the
current tragedy I feel better today than I
have in a long time, because the institutions
stood up to this mess. When you look at
what Mr, Nixon's people had in mind—to
sidetrack that last election and to hide what
they did and to receive aud spend money
corruptly .

“But wa.sn't. there a tauure of confidence
in the Institutions even before the Water-
gate story began to come out?"”

“Yes. But what I'm saying is that four or
five months ago I was really feeling depressed,
on the ground that there was no hope in the
courts, there was no hope in the Congress,
there was really no hope in the press, and
a cynlcal Administration could ignore the
laws, could ignore and could corrupt the

truth, and could get away with it. In the _

middle of this mess, I think what we're
learning is that the strength of our institu-
tions is great—Is greater than even the Presi-
dent—though it takes some time, it takes
some pressure for the strength to show itself,
it takes a while to anger. I feel that after
this whole mess we can move for the kinds
of reforms we're talking about in the Con-
gress, in the way we fund electlons, in the
way we prohibit who can contribute and
how they can contribute. If we just look at
this whole investigation when we get done

with 1t, we can say ‘Now, all right, where did
the system break down?' and pass laws and
establlsh institutions that protect it

“Do you feel that recent events—Water-
gate—will accelerate the kinds of change you
seek?”

“Yes, I do. I hear more talk now about
the system—how it can be improved and
strengthened and made more honest—than
I have heard before In my entire public
career. I think leaders are both hopeful and
worried. It can't go on like this, It must be
changed.”
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“Do you at least entertain a question about
the long-range success of our democratic
experiment?"

“Yes, because I don’t think it's secure, and
I think there's so much more that needs to
be done. I think there are so many danger
points in our system.

For example, I view these private wars that
have gone on as a very dangerous thing—
Cambodia, Laos. I think they've been carrled
on without a shred of legal support. I belleve
that the President’s wholesale attempt to ter-
minate programs he doesn't believe in—un-
less we can destroy that precedent over the
next four years—will lead future Presidents
to continue to press for omnipotence in the
domestic field. Then we would move toward
& Presidential system rather than a shared
congressienal system, a representative sys-
tem—and that, I think, would be very dan-
gerous, I can see that unless we deal with
this money problem corruption could under-
mine the fundamental falth of the people in
our government to the point where some
demagogue could take it over in an antl-
freedom and anti-politiclan campaign. There
are many things that could happen, But I
believe that we've got the wisdom and the
strength to deal with these problems, and
I belleve that out of this mess may come
some very important progress.”

“Has the scope of what has been revealed
in the Watergate affalr suggested to you that
there were greater dangers to our democracy
than you had supposed—dangers hard to
deal with through passing laws?”

“Greater dangers and greater strengths. It
had never occurred to me that a major party
would adopt and use on our own soclety
tactics that had been developed in the CI.A.
to subject forelgn governments to disruption
and espionage and dirty tricks. In a sense,
the invention has returned to plague the
inventor, and it's very dangerous. There is
much that we can do in terms of the law,
and I've descrlbed some of them. I think
there should be a study of the connections
between our covert disruptive tactics abroad
and the political process here at home. We
might learn how to safeguard American so-
clety, and maybe other societies as well. But
I think the fundamental decision is beyond
the law. It is founded in the judgment that
the American le make about our coun-
try, its institutions, and its leadership. If the
final judgment is one of despair and cyni-
clsm, our nation will be fundamentally weak-
ened. But if it's one of outrage against those
who have tired to tamper with our laws, our
freedom, and our Constitution—with the
Just powers of our institutions—and if that
outrage is harnessed toward specific reforms,
then it may be that out of the tragedy of
Watergate can come a new level of confidence
and morality in public life.”

ELIZABETH DREW.
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SENATE RESOLUTION 123—SUB-
MISSION OF A RESOLUTION TO
AMEND THE STANDING RULES OF
THE SENATE !

(Referred to the Committee on Rules
and Administration.)

Mr. MONDALE. Mr. President, events
of recent months have highlighted per-
haps more starkly than ever before the
dangers of the widening gulf between
the executive branch and the legislative
branch. Faced with unprecedented Presi-
dential use of impoundment and claims
of Executive privilege, we in Congress
have often found ourselves unable to
obtain the vital information we need on
a wide variety of policies affecting the
Nation,

We have been faced with continued
attempts by the Executive to usurp power
from the legislative branch and increas-
ing inability to effectively focus publie
attention on the dangers of the usur-
pation of our congressional prerogatives.
In addition we have seen that, even with-
in the executive branch, Cabinet and
executive agency officers face an increas-
ing inability to make and coordinate
within their own jurisdictions.

The events surrounding the Water-
gate affair have revealed the dangers
inherent in the ability of a few men on
the White House staff—responsible to no
one, mostly without the sobering experi-
ence of electoral politics, and beyond the
reach of Congress—to control policy.
Hopefully, these events will lead to a re-
thinking of the respective roles of the
legislative and the executive branches.

As part of this rethinking, we should
attempt in as many ways as possible to
increase Congress' ability to conduct
meaningful dialogue with those officials
in the executive branch in whose offices
responsibility for policymaking decisions
should rest. This attempt should focus on
keeping both Congress and the Cabinet
officers and agency heads in better touch
with each other.

By making those executive branch
figures whose confirmation by the Senate
is required by law more accountable to
the people—through the Congress—we
will enable the balance of power to shift
away from a White House staff of a few
unelected and unresponsive men and re-
assert the proper role of the Congress
and the Cabinet officers.

 Senate

As a first step in this direction, I am
submitting today a Senate resolution to
provide for the establishment of a “Ques-
tion and Report Period,” somewhat
analogous to that in use in many Parlia-
mentary systems around the world.

This is neither a new or a radical idea.
It was given notice by the first Congress,
which in creating the Office of Secretary
of the Treasury, declared that “he shall
make report and give information to
either branch of the legislature either in
person or in writing’” as either House
might require. Indeed, during this first
Congress, Cabinet officers appeared be-
fore the House 8 times, and before the
Senate 14 times.

In 1864, a select committee of the
House and in 1881, a select committee of
the Senate recommended the right to the
floor of both Houses for Cabinet officers
both to answer questions and te partici-
pate in debate. In 1912, President Taft, in
a message to Congress, made virtually
the same recommendation. And through-
out the 1940's and 1950's, Senator Estes
Kefauver championed the idea of a
“‘question hour” and first introduced leg-
islation of the type I am introducing
today.

Nor does this proposal affect the con-
stitutional doctrine of separation of
powers. The Constitution clearly gives
the President the power to “require the
opinion in writing of the principal officer
in each of the executive departments
upon any subject appertaining to the
duties of their respective offices.” This
proposal would not diminish this right
in the slightest. It merely would allow
the legislative branch the ability to add
an additional dimension to the role of
these executive officers—that of spirited
and productive dialog with members of
the legislative branch.

The proposal does not call for the sub-
penaing of Executive officers to appear
before the Senate. It is framed in terms
of “requests” to appear, because the cen-
tral thrust of this pronosal is to in-
crease—rather than decrease—the dialog
between and mutual responsibilities of
Cabinet-level officers and the Senate.

Under terms of this proposal, the
heads of executive departments and
agencies would be requested to answer
orally, both written and oral questions
propounded bv Memhers nf the Senate.

. —— -

Such a question period would occur at
least once every week when the Senate is
in session, and would last for no more
than 2 hours. Senators would submit
written questions to the committee hav-
ing jurisdiction over the subject matter
of the question, and if the committee ap-
proves the question, it would be trans-
mitted to the head of the department or
agency involved, with an invitation to
appear before the Senate.

The Committee on Rules and: Admin-
istration would also receive a copy of the
question, along with a request for allot-
ment of time in a question period to
provide for the answering of the ques-
tion. The Rules Committee will deter-
mine the dates and length 'of time of
each question period, and will allot the
time in such period to the department or
agency head who has indicated his read-
iness to answer. To conserve time and
consolidate questioning in subject-mat-
ter areas, any one question period shall
be taken up by questions approved by
one committee.

In the latter half of each question
period, oral questions may be asked, but
they must be germane to the subject mat-
ter of the written questions. The time
in this latter hour will be equally con-
trolled by the chairman and ranking mi-
nority member of the committee which
has approved the questions.

Senators will be given advance notice
at least 2 days before the guestion period
by printing of the time of each question
period and the written questions to be
answered in the Recorp, and the pro-
ceedings of the question period will be
printed in the Recorb.

In addition, the resolution provides
that question period proceedings may be
televised and broadcast on radio live, In
an era of mass communication, it is im-
portant to provide for both print and
electronic media coverage to insure wide
dissemination of the proceedings con-
Siucted under provisions of this resolu-

on.

During the early 1840’s, Walter Lipp-
mann noted that—

The two branches of Government (execu-
tive and legislative) wlll quarrel endlessly at
the expense of the Nation, depriving it of
the unlity it needs and the collective wisdom
% should have, as long as the responsible
men at both ends of Pennsylvania Avenue
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deal with one another suspiclously and at
arm’s length.

Never has that remark been more true
than today. And never has there been
the need for a regularized procedure dur-
ing which Congress can question the pol-
icies of the executive branch, and the
executive branch's responsible officers
can defend their proposals and actions.
Essential to this process is its openness.
In contrast to congressional investiga-
tive committees, the entire Senate—not
just a few Senators—will be able to ques-
tion and hear the executive branch’'s
defense.

Hopefully, this system of close ques-
iioning of Cabinet-level officers will re-
sult in Cabinet posts being filled with
men and women whose responsibility for
defending articulately the proposals or
actions of an administration will lead to
a greater involvement for those individ-
uals in formulating the policies and ac-
tions of their departments.

Most importantly, this resolution will
enable Congress and the people to secure
the Nation’s right to have free and open
debate on the central policies gulding
our Nation.

Perhaps President Nixon best de-
seribed both the aura and the impor-
tance of the question period device,
after he had witnessed the British
House of Commons Question Hour in
1969:

It was an inspiring and compelling expe-
rience, one for which I am deeply grateful.
And it was an experience In which I came
away with a deep appreciation and respect
for the ability of the British parliamen-
tarian to stand up during the Question
perlod and answer so effectively. I believe
that your Question period s much more of
an ordeal than our press conference.

Whether or not such a procedure is an
ordeal, it is without doubt a most effec-
tive means of visible communication be-
tween the executive and legislative
branches. My proposal will not—and
was not designed to—replace or sup-
plant any of the valuable committee
procedures now available to this body.
In fact, the proposal, as I have outlined
it, specifically preserves for committees
the right to approve questions before
they are brought to the attention of the
Executive officer whose answer is re-
guested by a Senator.

Rather, this proposal is designed to
give the Congress—and the American
people—the right to information con-
cerning .important policies and actions
of the executive branch, in a forum care-
fully controlled by time and germane-
ness so as to insure that productive
questioning results.

When Senator Kefauver proposed
question-period legislation in the mid-
1940's, the support of the American
people for this idea was clearly evident.
A Gallup poll conducted in the fall of
1943 showed 72 percent in favor of the
proposal, and only T percent opposed.

Clearly, this idea has new and more
crucial relevance today. The faith of the
American people in their Government
has fallen steadily. According to a Har-
ris poll conducted last November, only
27 percent of the American people have

“a great deal of confidence” in the exec-
utive branch of the Government—a drop
from 41 percent in 1966.

We must stop this decline of frust in
Government. We must, at this crucial
juncture in relations between the execu-
tive and legislative branch, attempt to
restore both Congress' power to know
and the power of Cabinet officers—
rather than White House staff—to
formulate policy and publicly defend that
policy. !

The resolution which I am introducing
today .is certainly not the entire solu-
tion to this monumental problem. But
without it, the trust of the American
people in their Government may con-
tinue to erode. And as the late Adlai
Stevenson noted: .

Public confidence in the integrity of the
government is Indispensible to faith in
democracy; and when we lose faith in the
system we have lost faith In everything we
fight for.

We must begin restoration of this pub-
lic trust in Government. And, as a select
committee of the Senate noted in 1881,
the question period may enable us to be-
gin this task:

This system will require the selection of
the stongest men to be heads of departments,
and will require them to be well equipped
with the knowledge of their offices. It will
also require the strongest men to be the
leaders of Congress and participate in de~
bate. It will bring these strong men in con-
tact, perhaps into confilet, to advance the
public weal, and thus stimulate their abili-
ties and thelr efforts and will thus assuredly
result in the good of the country.

Mr President, I ask unanimous con-
sent that the text of this resolution be
printed in the Recorp at the conclusion
of my remarks.

There being no objection, the resolu-
tion was ordered to be printed in the
Recorp, as follows:

S. Res. 123

Resolved, That Rule X of the Standing
Rules of the Senate is amended by adding
at t.]ille end thereof the following new para-
graph:

“3. There shall be held in the Senate, on
at least one day In any one calendar week in
which the Senate is in sesslon & question and
report perlod, which shall not consume more
than two hours, durlng which heads of ex-
ecutlve departments and agencles are re-
quested to answer orally, written and oral
guestions propounded by Members of the
Senate, Each written question shall be sub-
mitted In triplicate to the committee having
Jurlsdiction of the subject matter of such
question, and, If approved by such commit-
tee, one copy shall be transmitted to the head
of the department or agency concerned, with
an invitation to appear before the Senate,
and one copy to the Committee on Rules
and Administration with a request for allot-
ment of time In & question period to answer
such question. Subject to the limitatlons
prescribed in this paragraph, the Committee
on Rules and Administration shall determine
the date for, and the length of time of, each
question period and shall allot the time In
each question period to the head of a de-
partment or Independent agency who has in-
dicated to the ‘committee his readiness to
deliver oral answers to the guestions trans-
mitted to him. All written questions pro-
pounded in any one question period shall
be approved by one committee. The latter
half of each question perlod shall be reserved
for oral questions which shall be germane
to the subject matter of the written ques-

tions by Members of the Senste, one-half of
such time to be controlled by the chairman
of the committee which has approved the
written questions propounded In such ques-
tlon pericd and one-half by the ranking
minority member of such committee, The
time of each question period and the writ-
ten guestions to be answered in such period
shall be printed In two daily editions of the
Record appearing before the day on which
such question periods is to be held, and the
proceedings during the question period shall
be printed in the Record for such day. Live
television and radio coverage of proceedings
authorized under this paragraph shall be
permitted. The Committee on Rules and Ad-
ministration shall make all appropriate ar-
rangements and establish appropriate proce-
dures for providing such coverage.”

e —————
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Senate

By Mr. MONDALE.

S. 1939. A bill to prohibit pyramid
sales transactions, and for other pur-
poses. Referred to the Committee on
Commerce.

Mr. MONDALE. Mr. President, today
I am introducing legislation 'designed to
protect the consumer public from what is
rapidly becoming the “consumer fraud
of the 1970's"—the pyramid sales opera-
tion.

Last year, I introduced similar legis-
lation, aimed at ending these fast-grow-
ing pratices. Since then, I have consulted
extensively with a variety of Govern-
ment and industry groups, in particular
with the National Association of Attore
neys-General. In my own State of Min-
nesota, Attorney General Warren Span-
naus has been a leader in the crackdown
against fraudulent pyramid sales opera-
tions. His leadership—and the need
which he and many others have ex-
pressed for strong Federal legislation to
ald them in their struggle against
pyramid sales schemes—has been vital in
this field.

In the world of consumer fraud, the
faces change but the vice remains the
same. The Wisconsin Supreme Court has
accurately described today’s pyramid
sales operation:

However long the scheme lasts, it will in-
fallibly leave a greater or lesser crowd of
dupes at the end with no opportunity to
recoup their losses because the bubble has
at last burst. It contemplates an endless
chain of purchasers, or, rather, a series of
constantly multiplying endless chains with
nothing but fading rainbows as the reward
of those who are unfortunate enough to be-
come purchasers the moment before the
collapse of the scheme. While contemplat-
ing large gains to the original promoters
and early purchasers it necessarily contem-
plates losses to the later purchasers; losses
increasing in number with the greater suc-
cess of the scheme. . . .

That description of chain selling was
made in 1906. Nearly 70 years later, we
find ourselves in the midst of an epi-
demic of vicious chain selling enter-
prises, which William J. Casey, former
Chairman of the Securities and Ex-
change Commission, estimated last fall
had taken over $300 million in invest-
ment money from the American public.

The operation of pyramid selling
schemes has many, often complex vari-
ations. However, the basic schemes fol-
lows a recognizable general pattern.

The organization through which pyr-
amid selling operates is composed of a
number of different marketing levels.
Consumers make an initial investment in
one of the lower levels in the organiza-
tion. For the money paid, they are given
in inventory of the product which the
organization is ostensibly organized to
promote. The retail value of this initial
inventory is usually considerably below
the cost of the investment requireq.

These initial recruitments are made at
promotional meetings, which are them-
selves an objectionable feature of these
schemes. A wide variety of deceptive.
high-pressure sales techniques are used
to recruit new investors, including the
planting of shills in the audience, who
prominently display wads of large bills
and promise the potential investor that
the road to easy riches is at hand.

In one pyramid sales operation, those
trying to recruit new members are ad-
vised to “buy a Cadillac, assure every-
body you're making a fortune, hand out
big checks at opportunity meetings, ad-
vise people they better get in fast because
only a few slots are left.” Prospective
investors are bombarded with profes-
sionally staged selling talks from these
shills, with the result that potential in-
vestors cannot make a rational choice.

Once the initial investment is made,
the investor is encouraged to move up
along the various marketing levels of
the company—investing more money at
each step—on the promise that he will
be able to share in the allegedly lucra-
tive amounts of money to be earned
through the recruitment of still others
to join the scheme. In the pyramid sales
operations, it is made clear at the pro-
motional meetings that the real “oppor-
tunity for riches” comes not from selling
the product or service ostensibly pro-
moted by the operation, but rather from
inducing others to join.

As the Securities and Exchange Com-
mission states in its complaint against
“Dare to be Great,” one of a number of
pyramid selling operations promoted by
Mr, Glenn W. Turner:



As part of sald scheme the defendants
through Dare To Be Great purport to market
a series of tape recorded, sel{-improvement
courses, which are designated “Adventure's”
I, II, III, and IV. The Marketing of sald
courses is but the vehlcle by which defend-
ants involve the purchasers therein in their
centrally directed, nationwide, pyramid-sell-
ing scheme, whereby said investors are in-
duced by the promise and expectation of
fantastic income to invest their money for
the right to introduce others who will in
turn be similarly induced by the defendants
to invest and bring still other investors into

the pyramid . . .
An investor at the Adventure IIT level is

induced to pay an aggregate of $2,000 pri-
marily upon the promise of an opportunity
to share in profits derived from his introduc-
tion of other investors that the defendants
recruit either at the Adventure I, Adventure
1I, or Adventure TIT level. An investor at the
Adventure IV level is induced to pay an ag-
gregate of $5,000 primarily upon the promise
of an opportunity to share in profits derived
from his introduction of investors that the
defendants recruit at any Adventure level.

In this operation, an investor who
wishes to rise to the top marketing level
must pay an aggregate of $5,000. Of that
amount, a total of $3,800 goes to previous
investors who are paid huge fees for re-
cruiting others to their ranks. In another
similar operation—Holiday Magic—a
person wishing to attain the top market-
ing rank—"“general distributor”—must
pay $4,000, of which $3,000 goes to the
previous “general distributor” who
“sponsors” the new person wishing to
attain this rank.

The motivation all along the chain,
therefore, becomes that of recruiting
new bodies to join the chain, thereby
reaping the large amounts of money sup-
posedly to be derived from this recruit-
ment of those further along the chain.

As with any chain selling device, how-
ever, promise and performance are usu-
ally very different. Although a certain
number of individuals who are into the
chain at an early stage do make money—
occasionally large amounts of money—
the essential vice of these operations is
that of any chain referral scheme: There
are simply not enough bodies to keep the
chain in motion.

Thus, if one person recruited six
“friends” into his scheme, and if this
friend obtained six more friends, and if
this process were repeated for a total of
nine times, the number of people in the
chain would total 10,077,696. Obviously,
this is a process which cannot be sus-
tained. Unfortunately, however, those
who enter this operation after the first
few steps in the chain find that out only
after a substantial investment of money.

There is no doubt that the net effect
of these types of promotions results in
large losses to the consumer public. The
Pennsylvania Bureau of Consumer Pro-
tection obtained information from Dare
to be Great, Inc., concerning their opera-
tion in Pennsylvania. They concluded
that only 26 percent of the money in-
vested in Dare to be Great by Pennsyl-
vania residents had been recouped by
investors—only $356,700 out of $1,358,-
300. In addition, a New York deputy at-
torney general who investigated Koscot
International, another one of Mr. Turn-
er's enterprises, reported that of 1,604
distributors and subdistributors in New
York State, only 79 had earmed more

-

than $5,000 during the year under study
and only 10 had earned more than $20,-
000. This was in an operation in which
every investor was promised—before he
invested—that he would make at least
$100,000 per year.

The investigator in New York reported
that if all the people in the New York
program were to make the promised
$100,000 per year, “at the end of the
first year at least 150,000 new distribu-
torships would have to be created and at
the end of the second year New York
alone would have to have 150 million
distributors.”

These pyramid sales operations are a
major consumer problem which largely
remains unsolved today. The vice chair-
man of the Consumer Protection Com-
mittee of the National Association of
Attorneys General, in a letter to. me,
called these operations “perhaps the
most serious pending consumer fraud
problem.” Bruce Craig, assistant attor-
ney general in Wisconsin, stated in a let-
ter to me that—

It has been by personal experience, gained
from contacts with many other attorneys
general of their assistants, that these chain
schemes have caused more concern among

state enforcement officlals than any other
form of white eollar offense.

At both the State and Federal levels,
there have been significant steps taken
to combat the problem.

Indeed, the operations of Glenn Tur-
ner—once the largest and most “‘success-
ful” of the pyramid sales operators—
have largely been halted as a result of
a recent settlement of claims arising
against his corporations. Under this set-
tlement, 75,000 claimants would divide
about $3 million, after Mr. Turner had
turned his existing assets into cash.

However, the terms of this settlement
were the results of complex negotiations
and lawsuits which may prejudice the
rights of many people defrauded by Mr.
Turner to the full amounts which they
deserve.

In addition, for each Glenn Turner
whose operations are halted as a re-
sult of long and complex litigation or
other proceedings, other pyramid sales
operations appear which are equally vici-
ous and which together are taking an
ever-increasing toll on the American
consuming public.

Federal Trade Commission action
against William Penn Patrick, whose
“Holiday Magic” group of companies is
now the largest operating pyramid sales
scheme, has consumed 3 years with no
final resolution yet achieved. The com-
plexities of this litigation point to the
need for a clear, prohibitory Federal stat-
ute to help eradicate the pyramid sales
problem.

While Federal agencies have pursued
actions against the major pyramid opera-
tions with diligence, the statutes under
which they operate often preclude swift,
effective action to eliminate the pyramid
sales device and provide full individual
recovery.

In addition, State attorneys general
have begun vigorous enforcement against
some of these pyramid operations. Ap-
proximately 20 States currenily have
laws dealing with the pyramid sales prob-
lem, and 42 States have begun some legal

action against one or another of Mr. Tur-
ner's enterprises. Over half a dozen
States have legal action pending against
the “Holiday Magic¢' group of companies,
which is now the largest pyramid sales
scheme currently transacting business in
the United States.

In Minnesota, Attorney General War-
ren Spannaus has vigorously pursued
pyramid sales companies which have
taken approximately $4 million from
Minnesotans since 1970. Last fall, the
attorney general obtained convictions
against Holiday Magic and two of its
local distributors in the first eriminal
case which has proceeded to trial.

Yet, despite his success in obtaining
injunctions and criminal convictions, At-
torney General Spannaus has written me
of the need for Federal action:

Although we have been highly successful,
the efforts of this office have not eradicated
the pyramid sales problem in Minnesota.
Bordering states have different types of
multi-level and pyramid sales regulations or
prohibitions, and in some cases, have no
legislation at all. The companies we have
stopped in Minnesota move to North Dakota,
or some other neighboring state, and lure
our citizens across the border. To fully pro-
tect the Minnesota investor, Federal action
is necessary . . . Each month new pyramld
sales and multi-level distribution schemes
are developed. Unquestionably, there is a
need for uniform Federal legislation which
will protect all consumers from the evils of
pyramid sales distribution. I consider the
need for this legislation to be immediate.

This percent need for Federal action
is shared by others who have been active
in fighting pyramid sales organizations.

Dean W. Determan, vice president for
Government and Legal Affairs for the
Council of Better Business Bureaus,
stated in a letter to me that—

While the Federal Trade Commission and
the Securities and Exchange Commission are
both taking actions in this sphere of business
activity, their rules and orders are directed
against individual companies and promoters,
and each action takes a long time to accom-
plish.

And Douglas R. Carlson, assistant at-
torney general in Iowa, has writttn me
that—

As soon as a company Is run out of one
state it then increases its activities in other
states and may even form an additional cor-
poration and go back into the state banned
in, forcing that state to bring additional
litigation against each mnew corporation
brought into existence. This type of indivi-
dual state attack has also resulted in a situa-
tion where such companies are now concen-
trating their activities In states which have
no prohibitory legislation against their ac-
tivities. Many companies are now conducting
heavy drives to fly, but or otherwise induce
residents of other states to travel into states
their activities are not prohibited in, there
to be given the company’s sales pitch.

There exists a definite need for effec-
tive Federal legislation to alleviate this
problem.

Any such Federal legislation, however,
must be aimed squarely at the fraudulent
pyramid sales operation, and not the
many legitimate corporations which sell
products or services using commissions,
door-to-door selling techniques, or legiti-
mate franchise arrangements.

The Council of Better Business Bu-
reaus has developed a number of yard-
sticks by which to separate the legitimate



from the fraudulent multilevel sales cor-
poration.

Among these are whether the com-
‘pany promotes retail sale of its product,
or whether it stresses unending recruit-

&ment of distributors; whether there are
promises of high potential earnings
made; whether the company requires
more than a minimal initial inventory at
relatively low cost to become a distribu-
tor; and whether the firm will guarantee
in writing that any products ordered
but not sold will be bought back by the
company within a reasonable period of
time for a certain percentage of the price
paid.

The basic vice of the fraudulent
pyramid sales device is the combination
of limited or minimal emphasis given to
sales of products or services to the con-
suming, public—as distinguished from
resale between various levels of the
pyramid sales operation—and the heavy
emphasis on the alleged profitability to
be derived from recruitment of other
‘‘bodies” to join the endless chain.

The legislation which I am introducing
today imposes criminal and civil penal-
ties on those fraudulent pyramid sales
operators who prey on the public with
unfounded presentations of future earn-
ings through endless chain promotions.

This legislation would provide for a
fine of up to $10,000 or imprisonment for
up to 5 years, or both, for those selling or
attempting to sell a participation in a
pyramid sales scheme.

In addition, any person who indyces
another person to participate in such a
scheme shall be liable to that person for
twice the amount of the consideration
paid, and recovery of court costs and
reasonable attorney’s fees.

Pyramid sales schemes are defined by
the proposed legislation as including any
plan or operation for the sale or distri-
bution of goods, services, or other prop-
erty which contains any provision for in-
creasing participation in the plan,
through a chain process. This chain proc-
ess is further defined to include payment
of valuable consideration for the right or
opportunity to either receive compensa-
tion for introducing one or more addi-
tional persons into participation in the
plan—each of whom receives the same or
a similar right or opportunity—or to re-
ceive compensation when a person intro-
duced by the participant introduces one
or more additional persons into partici-
pation in the plan—each of whom re-
ceives the same or a similiar right or op-
portunity. In this definition, payments
based on sales at retail to ultimate con-
sumers are specifically excluded from
coverage as an illegal activity.

This language seeks to isolate out the
fraudulent pyramid sales operation,
while not affecting the hundreds of legit-
imate corporations which do business us-
ing commission arrangments or fran-
chise organizations, in which the pri-
mary aim is sales to the consuming pub-
lie, rather than recruitment of additional
persons into an endless chain system.

The proposed legislation also provides
that either the Department of Justice or
the chief law enforcement officer of any
State in which an illegal pyramid sales
practice has occurred may seek injunc-
tive relief in the U.S. district courts.
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This combination of remedies—prose-
cution by the Department of Justice of
criminal violations, action by an ag-
grieved person to recover double dam-
ages plus costs and legal fees, and suits
brought by either Federal or State au-
thorities to gain injunctive relief—af-
fords the variety of procedures needed
to protect the consumer public and offer
relief to those who have been defrauded.

The injunctive relief provisions are
particularly important in view of the
tpndency of many pyramid sales opera-
tions to deluge a State with a quick, mas-
sive sales attack. Unless State or Federal
officials can gain quick injunctive relief,
consumers will be defrauded of millions
of dollars before the plan can be forced
to stop operating in that State.

The legislation I am offering today
meets the need for a tough but flexible
statute to end these practices which take
millions of dolars from American con-
sumers each month. By providing a va-
riety of remedies, and by defining pyra-
mid sales schemes to prohibit only those
operations which use fraudulent or im-
proper practices, it offers hope of a quick
end to this recurring national consumer
fraud problem.

Mr. President, I ask unanimous con-
sent that the text of this legislation be
printed in the RECORD.

I also ask unanimous consent that a
number of recent articles on pyramid
sales operations be inserted at this point
in the RECORD.

There being no objection, the bill and
articles were ordered to be printed in the
REecorp, as follows:

S. 1939

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled,

Sectron 1. As used in this Act—

(a) The term “sale or distribution" in-
cludes the acdts of leasing, renting, or con-
signing.

(b) The term "goods" includes any per-
sonal property, tangible or intangible, real
property, or any combination thereof.

(¢) The term “other property” includes a
franchise, license, distributorship, or other
similar right, privilege, or interest.

{(d) (1) The term “pyramid sales scheme"
includes any plan or operation for the sales
or distribution of goods, services, or other
property which contains any provision for
increasing participation in the plan through
a chain process, whereby a participant pays
a valuable consideration for the right, privi-
lege, license, chance, or opportunity—

(A) to receive compensation for intro-
ducing one or more additional persons intg
participation in the plan, each of whom re-
ceives the same or a similar right, privilege,
license, chance, or opportunity; or

(B) to receive compensation when a per-
son introduced by the participant introduces
one or more additional persons into partici-
pation in the plan, each of whom receives
the same or similar right, privilege, license,
chance, or opportunity,

(2) The fact that the number of persons
who may participate may be limited, or that
there may be conditions affecting ellgibility
in the plan, does not change the identity
of the plan as a pyramid sales scheme.

(e} The term "compensation” Iincludes
payments based on sales, when such sales
are made to persons who are also particlpants
in a pyramid sales scheme or are purchas-
ing to become participants in such a scheme,
but does not include payments based on sales
at retall to ultimate consumers.

Sec. 2. Whoever, in connection with the
sale or distribution of goods, services, or other
property by the use of any means or Instru-
mentalities of transportation or communica-
tion In interstate or foreign commerce or
by use of the malils, knowingly sells or offers
or attempts to sell a participation or the
right to participate In a pyramid sales scheme
shall be fined not more than §10,000 or
imprisoned for not more than five years, or
both.

Sec. 3. (a) Any contract made in violation
of section 2 of this Act is void and any per-
son or persons who knowingly induce another
person to participate in a pyramid sales
scheme shall be jointly and severably llable
to that other person In an amount equal
to the sum of —

(1) twice the amount of consideration pald;
and

(2) in the case of any Successful action
to enforce such liability, the costs of the
action together with a reasonable attorney’'s
fee, as determined by the court.

The district courts of the United States shall
have original jurisdiction of any action
brought under this section. An actlon under
this sectlon may be brought within two
vears from the date on which such e~rmsid-
eration was pald.

(b) In any case where two or more persons
induce another person to partjcipate In &
pyramid sales scheme and thereby incur a
liability under this section, the amount
which such other person may recover from
any or all such persons is limited to the
amount referred to in subsection (a).

Sec. 4. Whenever it appears that any per-
son is engaged or is about to engage in any
act or practice which constitutes a pyramid
sales scheme, the Attorney General of the
United States or the chief law enforcement
officer of the State in which the act or prac-
tice occurred may bring an action in the
appropriate United States district court to
enjoln such act or practice. The district
courts of the United States shall have origl-
nal jurisdiction of such actions and shall
provide appropriate relief. Upon & proper
showing, the district court shall grant a
temporary restraining order, or a prellminary
or permanent injunction without bond.

Sec. 5. Payments for sales demonstration
equipment and materials furnished at cost
for use in making sales and not for resale,
provided that the total cost thereof does not
exceed $100, shall not be prohibited by this
Act.

Sec. 6, This Act does not annul, alter, or
aflect the scope or applicabllity of the laws
of any State relating to pyramid sales
schemes or similar distribution systems ex-
cept to the extent that such laws are in-
consistent with the provisions of this Act,
as determined by the Attorney General of the
United States.
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Mr. MONDALE. Mr. President, my
amendment to the Foreign Military Sales
and Assistance Act : would direct
the President to convene an interna-
tional conference on conventional arms.
The purpose of such an international
conference of arms supplying nations
would be to negotiate, at the earliest
possible moment, an agreement which
would place a workable ceiling on such
arms transfers, and establish a mech-
anism through which, once such a ceil-
ing has been achieved, the level of arms
transiers may be progressively reduced.

My amendment would also direct the
President fo make a detailed report to
the Congress within 6 months on tl:le
progress of this conference.

Mr, President, during last wee&a aum-
mit with General Secretary Brezhnev,
the President signed a new “Declaration
of Principle” setting out guidelines for
achieving a treaty limiting the number
and quality of strategic nuclear weapons.
This is a hopeful accomplishment.

While attention is focused on progress
toward the further limitation of strategic
weapons, the need to control the inter-
national sales trade in conventional arms
is ignored. Yet, the international trade
of conventional arms has reached such
proportions that world peace may be
threatened less by the prospect of imme-
diate nuclear warfare than by the escala-
tion of local conflicts, fought with con-
ventional arms, which can expand into
wars between major powers, fought with
nuclear arms.

There is a little-noticed irony in two
major decisions taken by the administra-
tion in recent weeks. At a time when
starvation and famine haunt Western
Africa, the President announced that as
a part of his phase IV policy he is seek-=
ing greater authority to limit our agri-
cultural exports. In the same month, the
President authorized the sale of F-5E
military aireraft to Chile, Argentina,
Brazil, Colombia, and Venezuela. Several
weeks ago, the administration also con-
cluded an agreement in principle to sell
F—4 Phantom fighter bombers to Saudi
Arabia and possibly Kuwait. In March,
the administration announced that it
was resuming the sales of arms to Pakis-
tan and India. And Iran has purchased
some $2 billion in arms in the past year
and a half.

As George Thayer writes in the War
Business: The Intematlonal Trade in
Armaments:

No nation has spoken so passionately in
favor of nuclear controls, yet no nation has
been so sllent on the subject of conventional
arms controls, Nor has any nation been as
voeal In 1ts desire to eradicate hunger, pov-
ertyanddisem yetnomtlonhs.asooh-
structed the fight against these ills through
its insistence that poor countries waste their
money on expensive and useless arms.

In a seemingly desperate effort to
counter the disastrous effects on our bal-
ance of payments of our profligate mili-
tary expenditures abroad, the adminis-
tration has moved, over the past 2 years,
full force and with no congressional or
public debate, into the international
arms trade business.

U.S. arms sales on a govamment—to—
government basis will reach nearly $4
billion in fiscal 1973, which ends June 30.
This figure is approximstely double the

al 1971 sales of $2.07 billion and
%:ple the fiscal 19 3&, sales of $914

Senate

Indeed, the Pentagon’s Defense Secu-
rity Assistance Agency, which negotiates
arms sales with foreign governments, has
13 employees in the sales division who do
nothing else but sell arms.

Having undergone years of waste and
violence, are we trying to redeem our-
selves by contributing to waste and vio-
lence on the part of others—particularly
the less developed nations?

A recent U.8. News & World Report
article entled, “Now: A Worldwide Boom
in Sales of Arms,” concluded that—

While world leaders talk hopefully of a
"generattdn of pewe,” the world goes rlght
on buying and selling at a record rate.

Due to the efforts of my distinguished
colleague, the Senator from Delaware
(Mr, RotH), the Arms Control and Dis-
armament Agency was required to sub-
mit to Congress a comprehensive report
on the international transfer of conven-
tional arms from producing to recipient
countries., The findings of this study
make it clear that an international con-
ference on conventional arms control is
greatly needed. According to the study,
prospects are that international arms
sales will expand still further in the
years ahead, as arms-supplying nations
develop new weapons systems and begin
seeking markets for outdated equipment,
As this oceurs, effective arms confrol may
become even harder to achieve.

The report shows that the value of
world arms trade, in current dollars, has
increased from $2.4 billion in 1961 to
$6.2 billion in 1971, As arms transfers
among the developed countries haw
stayed relatively level during this period,
most of the increase was in grants and
sales to developing nations—particularly
in areas of conflict or confrontation such
as Latin America and the Middle East.

This 1971 total of $6.2 bl.]lioh in arms
transfer is equivalent to about 3 percent
of the total world military expenditures
for that year—$216 billion.

And the world’s arms mer-
chant is the United States, which trans-
ferred $22.8 billion in conventional arms
during the 10-year period. Approxi-
mately half of these transfers were in
the form of sales. Currently, the United
States is the source of more than one-
half of the world arms trade in terms of
dollar value.

The Soviet Union is in second place
with an estimated $14.8 billion in con-
ventional arms transfers during the 10~
vear period. In 1961, the Russians ex-
ported an estimafed $800 million in arms,
Shipments climbed steadily since then,
to about $1.5 billion in 1971. During the
period, the U.S.8.R. was the largest sin-
gle exporter of arms to South Asia, Af-
rica, and Latin America.

Other Western nations are also becom-
ing increasingly active in sending arms
to the underdeveloped world. French
Mirages have been steadily flowing into
the Middle East and Libya and there are
reports that British Hunter jets and
Lightning jets are being sold to Middle
Eastern states. Even the People’s Re-
public of China, a comparatively much
poorer country, has been a major source
of military supplies for Pakistan. The
other major arms exporters are, in order
of sales, Czechoslovakia, the Federal Re-
public of Germany, Canada, and Sweden,
and for that reason théy have been des-
ignated in my amendment as partic-
ipating countries,

I applaud the present activities of the
Geneva-based Conference of the Com-
mittee on Disaxmament——cm This 25-
nation organization is composed, of re-
cipient as well as supplier nations, and
does not include two of the major arms
suppliers—France and the Peoples .Re-
public of China.

The CCD has mainly directed its ef-
forts to the control of chemical and bio-
logical weapons, and these efforts should
certainly be continued. But I believe that
the issue of conventional arms transfers
is urgent enough to warrant its own con-
ference with its own goals.

In a memorandum to the President re-
guesting Presidential approval of the ex-
tension of credit to five Latin American
governments in connection with the sale
of -5 military aireraft, the Secretary of
State wrote that our efforts to limit the
introduction of jet ﬁghbers to Latin
America had failed:

Latin American guvernments had simply

turned to Europe for their military require-
ments,

Based on this reasoning, our military
supply policy toward Latin America—
based on the principles that the United
States should avoid becoming a party to
arms escalation and arms races in Latin
America and should encourage the al-
location of resources to economic and so-
cial development as against unnécessary -
military expenditures—was abandoned.

The wit.'mat & objective of the Foreign
Military Sales and Assistance Act, to
which my amendment is attached, is ac-
cording to Senator FULBRIGHT:

To get the State and Defense departments
out of the arms sales business and get these
transactions back to a free enterprise, com-
mercial basis, where they belong.

It is thus consistent with the overall
objective of this bill that the U.S, Gov-
ernment should resume its leadership
role—by demonstrating restraint in its
own sales—in order to create a climate
conducive to international supplier-
nation cooperation. An international
conference which would set a workable
ceiling on arms transfers—perhaps at
1970 levels—would create a situation in
which there would be no vacnmn for
other nations to

It has also been a-rgued that the ex-
pansion of our arms sales is necessary to
help offset our balance-of-payments
deficits.

We should not rely on the expansion
of our arms trade sales to correct our
balance-of-payments deficit. Itis a cheap
way out—and a dangerous way which
will lead to the further impoverishment
of the world's poor. .

Our Nation is not so morally or eco-
nomically weak that it must rely on the
export of weapons of death to correct
our balance-of-payments deficit.

Myr. President, our Government must
direct its export promotion techniques to
expand our exports of nonmilitary tech-
nology, durable goods, and agricultural
products.

We must sell more bntter and less

guns,

It is also argued that arms sa.las to
less-developed nations give us leverage
over the military policies of our cus-
tomers and hence aame power of re-
straint. But has not our
oftenbeent.ha.tnrms
the hostage of these countries as our
honor becomes entangled with their mili-
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" Mr.-MONDALE. Mr, President, I-am

introducing today, together with the’

Senator from Pennsylvania (Mr.
ScHWEIKER), the Presidential Campaign
Financing Act of 1973.

This legislation, which provides for
substantial public financing of Presiden-
tial primary and general electlons while
severely limiting the size of private con-
tributions, is designed to free those elec-
tions from the corrosive and corrupting
influence of big money and return them
to the American people.

In my judgment, the enactment of our

{ bill—or of one like it—Is the single most
! important election reform that can
| emerge from Watergate. It is absolutely
| essential if we are ever to get money off
the backs of American politicians and
restore integrity and confidence in our
. political system.

One of the great ironies of Watergate
is that some of those who have been
amang the staunchest opponents of pub-
lic financing have, through their bla-
tantly illegal activities, made the strong-
est possible case for its adoption.

The acceptance of corporate contribu-
tions, the widespread use of secret funds,
the “laundering” of contributions in for-
eign countries, the solicitation of funds
from businesses with important cases
pending before Government agencies,
the insistence on dealing in cash, the
ambassadorships- for sale—these are
symptoms of a system that is fundamen-
tally flawed.

Perhaps no incident dramatizes the
extent of the flaw as strikingly as that
involving American Airlines.

Herbert Kalmbach, one of President
Nixon's principal fundraisers approached
American board chairman, George Spa-
ter, at a time when American had pend-
ing before the Civil Aeronautics Board
a plan for merger with Western Airlines
and indicated that a contribution of
$100,000 was “‘expected.”

I knew Mr, Kalmbach to be both the Pres-
ident’s personal counsel ahd counsel for our
major competitor (United Airlines).

Mr, Spater said later:

I concluded that a substantial respons«a
was called for.

That “substantial response” amounted
to a total American Airlines contribu-
tion to the Nixon campaign of $75,000,
of which $55,000 was in clearly illegal
corporate funds.

S enate

In short, American ' Airlines was so
determined to advance and-protect its
corporate interests that it consciously
decided to violate the law in order to
submit to Mr. Kalmbach’s intimidation.

Here’s how Mr. Spater himself put it:

Under existing laws, a large part of the
money ralsed from the business community
for political purposes s glven In fear of what
could happen if it were not glven,

I cannot imagine a more severe indict-
ment of our political fund-raising proc-
ess, unless it is the now familiar Vesco
affair, That incident dramatized how an
individual in apparent trouble with the
SEC was solicited for a huge contribu-
tion, and how he gained access to one of
the highest officials in the Government to
discuss his difficulties only 2 hours after
delivering the contribution—all in $100
bills.

And there is the ITT incident in which
a huge contribution to help underwrite
the GOP National Convention mysteri-
ously coincided with an antitrust settle-
ment between ITT and the Justice De-
partment—a settlement highly beneficial
to ITT.

Then there is the Ashland Oil contri-
bution and who knows how many more
sordid episodes. When they are all re-
vealed, they will portray a story of gov-
ernment virtually up for sale. They will
make a mockery of our principles of free
and open representative government.
They will make us truly ashamed of what
we have allowed to happen to our polit-
ical process, the most precious of all of
our national possessions.

As a Democrat, I can take no comfort
in these disclosures. My own party’s rec-
ord of political fund-raising—while never
in the same league as the Nixon cam-
paign of 1972—has not always been as
open and as forthright as I would like it
to have been.

The chief fault lies in the system it-
self—a system which forces candidates
to rely on excessively large contributions
if they hope to compete effectively in a
modern Presidential campalgn.

This system, I am convinced, has a
great deal to do with declining public
confidence in government. People were
asked in 1966 by the Harrls Poll, “How
often can you trust the government?”
Two-thirds answered, "most of the time.”
Recently the question was asked again
and less than half—only 45 percent—
said they could trust their government

T .

; most of the time. « w7 g
“The same poll indicated that only 27
percent of the people had “a great deal
of confidence” in the executive branch.
of the Government—a drop rrom 41 per-
cent in 1966.

If we are to eliminate the corrosive
influence of money on the political proe-
ess and restore public trust in our Gov-
ernment, we must fundamentally change
the system by which we finance our cam-
palgns—especially our Presidential cam-
paigns. The only way to do this effec-
tively, iIn my judgment, is by severely
limiting the amount any individual may
contribute to a candidate while at the
same time providing substantial public
funds to help finance the campaigns.
Neither of these steps by itself will be
sufficient; any effective reform must em-
body them both.

The costs of running campaigns in this

country are rising so rapidly that this.

question cannot be put off any longer.
It is estimated that last year candi-
dates for all offices spent an estimated
total of $400,000,000—an increase of one-
third over 4 years before. In short, the
cost of campaigning is rapldly outstrip-
ping the ability of most candidates to
ralse the.necessary funds responsibly.

The United States is one of the few
western democracies which provide ab-
solutely no public assistance to candi-
dates in its national elections. As Water-
gate so vividly illustrates, we cannot af-
ford to postpone further this essential
measure.

And if this kind of legisls.tion is not
enacted in the wake of Watergate, it may
never be enacted. That is why Senator
Scaweiker and I—together with a bi-
partisan coalition of Senators—intend to
push this matter vigorously in the next
few months.

John Gardner has called the way in
which our campaigns are financed a "‘na-
tional disgrace,” and I agree with him.
In our common effort to remove that dis-
grace, I am grateful to Mr. Gardner and
Common Cause for their considerable
help in preparing the legislation which
we are introducing today.

. It is not a perfect bill, and we are not
irrevocably wedded to every detail in its
present form. After circulating it widely,
we will make whatever revisions are nec-

essary to make it the most effective pos-

sible bill.

We are committed, however, to the
principles contained in this measure. And
we helieve its basic concepts are sound.
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" These, Mr. President, are the principal
features of our bill: .

No individual is allowed to contribute
more than :$3,000 to any one candidate
during an-entire Presidential campaign;

Groups which aggregate or *“pool”
funds are limited to collecting indi-
vidual contributions of $25 or less and
may in turn contribute to any one
candidate no more than $25,000; - :

Cash contributions or tmnsactlcms in
excess of $100 are barred;

The existing tax credit is doubled to
make it one-half of any contribution
up to $50 for an individual returm and
up to $100 for a joint return; The pres-
ent tax deduction for contrlbutlons is
also doubled;

During the prenomlnatlon period,
each individual contribution up to $100
will be matched by an equal amount
from the Federal Treasury; A candi-
date must raise $100,000 in matchable
contributions in order to qualify for
Federal matching funds; The matching
funds will be available beginning 14
months before the date of the general
election; There is an overall spending
limit of $15 million during the pre-
nomination period; Matching funds
must be spent during the prenomination
period and cannot be carried over to the
general election period;

The existing $1 check-off system is

retained and strengthened for the gen-
eral election; Each dollar checked off is
matched by another dollar from the
Federal Treasury, and the check-off
fund is made self-appropriating; For
(the general election period there is a
spending limit of $30 million, roughly
[ two-thirds of which will come from the
check-off fund and the balance from
private confributions under $3,000; Un-
like the present check-off law, there is
no incentive not to take advantage of
the public funds;

Stiff criminal penalties are provided
for misuse of the public funds and other
violations of the act.

I ask unanimous consent that an ex-
planation giving more details, together
with the text of the bill, be printed at
the conclusion of my remarks.

If public financing legislation is to
accomplish its intended purpose, it is
essential that it apply to the Presiden-
tial primary period as well as the gen-
eral election. If individuals and interests
are permitted to contribute huge
amounts early in the campalgn, it makes
no difference that they are prohibited
from doing so later; the obligation will
have been incurred and the entire pur-
pose of the reform will have been effec-
tively undermined.

And yet, the primary period is the most
difficult part of the presidential election
process for which to provide public fi-
nancing. We have concluded that the
only way to treat all candidates fairly
is by placing a premium on their ability
to raise small contributions. The com-~
bination nf the $3,000 limitation on in-
dividual contributions and the availabil-
ity of matching funds for contributions
of $100 and under forces candidates, in
effect, to seek as wide a base as possible
in financing their campaigns. That, we
believe, is what candidates should have
to do in seeking nomination to the high-
est office in the land. Whatever ability
they demonstrate in raising small funds
from as many individuals as possible Is
rewarded in direct proportion to their
success.

Candidates, in short, will be going to
the people instead of to the interests for
their financial support. The impact this
change will have not only on our political
process but also on the executive branch
of government will be enormous.

For the general election period, we
have retained and tried to strengthen
the $1 check-off system, which we believe
is & sound and effective system which
has not yet been given a fair chance to
prove itself. Every dollar which is desig-
nated by an individual for the presiden-
tial campaign fund is matched by
another dollar from the Treasury, creat-
ing in effect a $2 check-off which will
insure sufficient funds for the general
election. These funds would provide ap-
proximately two-thirds of what a candi-
date would be permitted to spend, the
balance to be raised in individual con-
tributions of $3,000 and under.

Public financing of campaigns, I am
convinced, is an idea whose time has
finally arrived. But it is by no means a
new idea, In & message to Congress in
1907—nearly 70 years ago—President
Theodore Roosevelt proposed this' re-
form, saying: _

The need for collecting large campalgn
funds would vanish if'Congress provided ‘sn
appropriation for the proper and legitimate
expenses of each of the great national partles,
an appropriation ample enough to meet the
necessity for thorough organlzation and ma-
chinery, which requires a large expenditure
of money. Then the stipulation should be
made that no party recelving campalgn
funds from the Treasury should accept more
than a fixed amount from any Individual
subscriber or donor; and the necessary
publicity for recelpts and expenditures could
without difficulty be provided.

Public financing of campalgns is the
most fundamental and important reform
we can adopt in this decade. At stake is
nothing less than the integrity of our
political system and the kind and quality
of government we are going to have in
this country.

This is not a very complex issue, It can
be reduced to one basic question: To
whom do we want the President of the
United States indebted after his elec-
tion—powerful economic interests capa-
ble of buying influence with huge con-
tributions, or the American people?

Nor is it a partisan or ideological issue.
It is designed to benefit neither Repub-
licans nor Democrats—neither liberals
nor conservatives. Rather, it is designed
to benefit our system of government and,
through it, the American people, by in-
suring that the President of the United
States is responsible to them—and to
them only.

There being no objection, the bill and
explanation were ordered to be printed
in the Recorp, as follows:

5.2238

Be it enacted by the Senate and House of
Representatives of the Uniled States of
America in Congress assembled, That this
Act may be cited as the “Presidential Cam-
palgn Financlng Act of 1073."

INCREASE IN POLITICAL CONTRIDUTIONS CREDIT
AND DEDUCTION

Sec. 2. (n) Sectlon 41(b) (1) of the Inter-'

nal Revenue Code of 1854 (relating to max-
imum credit for contributlions to candldates
for public office) i5 amended to read as
follows:

“{1) Maximum credit.—The credit allowed
by subsectlon (a) for a taxable year shall
not exceed $25.00 (850.00 In the case of a
joint return under section 6013).”

(b) Sectlon 218(b)(1) of the Internal
Revenue Code of 1054 (relatlng to amount
of deduction for contributions to candidates
for public office) i1s amended to read as
follows:

“(1) AmounNT.—The deduction under sub-
section (a) shall not exceed $100 (£200 In
the case of a Jolnt return under section
6013)."

(¢) The nmendments made by subsections
{an) and (b) shall apply with respect to any
political contribution the payment of which
15 made after December 31, 1073.

PRESIDENTIAL ELECTION CAMPAIGN FUND

Sec. 3. Bectlon 900G(a) of the Internal
Revenue Code of 1054 (relating to establish-
ment of campalgn fund) Is amended to rend
oas follows:

“(a) ESTABLISHMENT OF CAMPAIGN FuNp—
There Is established on the books of the
Treasury of the United States a special fund
to be known as the ‘Presldential Election
Campalgn Fund There is appropriated to the
fund for each fiscal year, out of amounts in
the general fund of the Treasury not other-
wise appropriated, an amount equal to two
times the amount deslgnated durlng the pre-
cedlng fiscal year (and subsequent to the
previous Presidential election) by Individuals
for payment into the fund under section
6004, Moneys In the fund shall remain avall-
able without fiscal year limitation.”

EXPLANATORY STATEMENT ON TAX AND PUBLICITY

Sec. 4. (a) Section 0006 of the Internal
Revenue Code of 1854 (relating to deslgna-
tion by indlviduals of Income tax payments
to Presidentlal Electlon Campalgn Fund) 1s
amended by adding at the end thereof the
following new subsectlons:

"(d) ExPLANATORY STATEMENT.—The page
containing the deslgnation provided for In
subsection (c) shall contaln the following
statement in bold type: ‘Designating that $1
{or 82 for & husband and wife flling jolntly)
shall be pald over to the Presidential Election
Campalgn Pund will not Increase your tax
llability, and each #1 you deslgnate will be
matched by another $1 from the Treasury.'

“(e) PusLicrty.—The Becretary of the
Treasury or his delegate shall give extensive
publicity to the Presldential Election Cam-
palgn Fund, including prominent notice In
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explanatory materlal “sent” to "individuals,
posters, and the. use of radlo, television,
newspapers and other medla. This publicity
shall emphasize that the deslgnatlon pro-
vided for In subsection (a) does not increase
an individual's tax liability, and that each
81 deslgnated will be matched by another $1
from the Treasury.”

LIMITATIONS ON GENERAL ELECTION CAMPAIGN

PAYMENTS, EXPENSES, AND CONTRIBUTIONS

Sec. 6. (a) Subsection (b) of section 9004
of the Internal Revenue Code of 1954 (relat-
ing to entltlement of eligible candldates to
payments) Is repealed and subsectlon (c)
is redesignated as subsection (b).

(b) Paragraphs (2) and (3) of subsection
(b) of section B007 of the Internal Revenue
Code of 1054, (relating to repayments of
excess campalgn expenses and contributions)
are repealed and paragraphs (4) and (6) are
redesignated as paragraphs (2) and (3).

ELIGIBILITY FOR CAMPAIGN PAYMENTS

Src. 0. Sectlon 9003 of the Internal Reve-
nue Code of 1954 (relating to conditlon for
eligibliity for payments) ls amended by
striking out subsectlons (b) and (c¢) and
inserting in lleu thereof the following:

“{b) Candlidates for Electlon to the Office
of President.—In order to be eligible to re-
celve any payment under sectlon 8006, the
candldates of a major, minor, or new party
in a presidential election shall certify to the
Comptroller General, under penalty of per-
Jury, that they and thelr authorized com-
mittees will not Incur qualified campalgn
expenses in excess of the $30,000,000 limit
in section 8012(a).

CRIMINAL PENALTIES

Bec, T. Section 0012 (n) and (b) of the
Internal Revenue Code of 10564 (relating to
criminal penealties for excess campalgn ex-
penses and contributions) is amended to
rend nas follows:

“{a) Excess Campalgn Expenses—

*{1) It shall be unlawful for any candidate
of & political party for President and Vice
President in a presldentlal election or any of
his authorized committees knowingly and
wllifully to incur quallfied campalgn ex-
penses In excess of $30,000,000 with respect
to such election.

"(2) Any person who violates paragraph
(1) shall be fined not more than $25,000, or
imprisoned not more than five years, or both,
In the case of a violatlon by an suthorized
committee, any officer or member of such
committee who knowingly and willfully con-
sents to such violatlon shall be fined not
more than $26,000, or imprisoned not more
than five years, or both.

"{3) At the beginning of each calendar
year (commencing In 1974), as there become
avallable necessary data from the Bureau of
Labor Statistics of the Department of Labor,
the Secretary of Labor shall certify to the
Comptroller General and publish In the Fed-
ernl Heglster the per centum difference be-
tween the price Index for the twelve months
preceding the beginning of such calendar
year and the price index for the base period.
The limlt on campalgn expenses in paragraph
(1) and In section #003(b) shall be increased
by such per centum difference. The limit 50
increased shall be the amount in effect for
such calendar year.

"{A) The term ‘price Index' means the
average over a calendar year of the Consumer
Price Index (all items—United States city
average) published monthly by the Burecau
of Lubor Statistics.

“(B) The term ‘base perlod’ means the
calendar year 19732,

"*(b) Contributions—

“(1) It shall be unlawful for any candl-
date of n major, minor, or new party in a
presidential election or any of his authorized
committees knowingly and willfully to ac-
cept and expend or retain contributions to
defray quallfiled campalgn expenses In an
amount greater than that necessary to make
up the difference between the payments re-
celved from the Pund under Section 8006 and
the limit on qualified campalgn expenses es-
tablished by subsection (a).

*(3) Any person who violates paragraph (1)
shall be fined not more than 825,000, or Im-
prisoned not more than five years, or both.

PRESIDENTIAL PRIMARY MATCHING PAYMENT

YUND

Szc. 8. The Internal Revenue Code of 1854
is amended by adding at the end thereof the
following new Chapter:

"CHAPTER §7—PRESIDENTIAL PRIMARY MATCHING

PATMENT FUND

“Bec. 8031. Short titles,

“Sec. 8032. Definitions,

“"S8ec. §033. Creatlon of funds.

"Sec. p034. Entitlements. »

“Sec. §035. Limitatlons.

"Sec, 8038. Examinations and audits; repay-
ments,

“Sec. 8037. Criminal penaltles.

“Sec. 8031, Bhort title.

"“This chapter may be cited &8 the ‘Presl-
dential Primary Matching Payment Pund
Act’ gy boy
“Bec. 032, Definitions. 1 ad Tl

“For purposes of this chapter—

'(1) The term ‘qualified campalgn expensa’
means an expense—
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“(A) Incurred by a candldate for nomina-
tion for election to the office of President to
further his nomination for such office, or by
an authorized committee of such candidate
to further his nomination to such office.

“(B) incurred within the matching’pay-
ment period (as defined in paragraph (2)).
or incurred before the beginning of such
period to the extent such expensa is for prop-
erty, services, or facllitles used during such
perlod, and

"(C) neither the incurrlng nor payment
of which constitutes violation of any law of
the United States or the Btate In which such
expense s Incurred or pald. An expense shall
be considered as incurred by a candidate
or an authorized committee If It 18 Incurred
by a person authorlzed by such candidate
or such commlittee, as the case may be, to
incur such expense on behalf of such can-
didate or such committee,

“(2) The term ‘matching payment perlod'
means the period beginning 14 months prior
to the date of the general electlon for Presi-
dent and ending on the date on which the
national conventlon of the party for whose
nomination the candidate s campalgning
nominates its candidate for President.

“(3) The term authorized committee'
means, with respect to o candidate for nomli-
nation for eléction to the office of President,
any political committee which is authorized
in writing by such candidate to Incur ex-
penses to further the election of such can-
didate. Such authorization shall be addressed
to the chalrman of such political cominittee,
and & copy of such authorizatlon shall be
filed by suth candidate with the Comptrol-
ler General. Any withdrawal of any author-
izatlon shall also be in writing and shall be
addressed and flled in the same manner as
the authorization.

“Sec. 8033. Creation of fund.

"*(a) ESTABLISHMENT OF CAMPAIGN FUND,—
There 1s hereby established on the books of
the Treasury of the United States a special
funds to be known as the “Presidentlal Pri-
mary Matching Payment Fund" (herelnafter
referred to In this chapter as the ‘fund’).
The fund shall remaln avallable for expen-
diture without fiscal year limitation and
shall consist of such amounts as are appro-
priated into It as provided In subsectlon (c).

"(b) REPORT TO CoNGRESS.—The Secretary
of the Treasury shall be the trustee of the
fund and shall report 1o the Congress not
later than March 1 of each year on the opera-
tion and status of the fund during the pre-
ceding year.

“(c) APPROPRIATION OF FUNDS—There are
hereby appropriated, out of any money in the
Treasury not otherwlise appropriated, such
sums as may be necessary to carry out the
provisions of this Act.

"Sec. 9034. Entitlements.

"{a) MATCHING PAYMENT FOR CONTRIBUTIONS
OF $100 OR LESS—AnNy candidate for nomina-
tion for President, or his authorized commit-
teo ls entitled, upon certification by the
Comptroller General, to payments from the
fund for qualified campalgn expenses begin-
ning 14 months prior to the date of the gen-
eral election for President In an amount
eéqual to the amount of each contribution
recelved by such candidate or committee
(disregarding any amount of contributions
from any person to the extent that such
amount exceeds $100).

*(b) Voucrer.—To be ellgible for the en-
titlement established by subsectlon (a), such
candidate shall submlt to the Comptroller
General, at such times and In such form and
manner as the Comptroller General may re-
qulire, a matching payment entitlement
voucher. Such voucher shall Include the full
name of any person making a contribution
together with the date, the exact amount
of the contribution, the complete address of
the contributor and the occupation and
principal place of business, If any, for con-
tributors of more than $100.

“{c) DETERMINATION AND CERTIFICATION BY
CoMPTROLLER GENERAL—Comptroller General
shall—

(1) make a determination, according to
such procedures as he may establish, as to
whether each contribution enumerated on
such voucher 15 consistent with the provi-
sions of sectlons 8034(a) and §035 of this
chapter; and

*(2) certify for payment by the Secretary
to such candldate an amount equal to the
sum of the contributions enumerated on
such voucher which meet the requirements
of subsectlon (c)(1).

“(d) PAYMENT BY SECRETARY —Promptly
upon certification, the Secretary shall make
a payment from the fund to such candidate
In the amount certified by the Comptroller
General. .

"(e) AvUTHORIZED CoMMITTEE —For the
purposes of this section, the authorized com-
mitiee of any candidate for nomination for
President may submit an entitlement voucher
pursuant to subsection (b) in behalf of such
candldate, listing contributions recelved by
such committee eligible for payment under
thls chapter.

"Sec. 9035. Limitations,

"“(a) CERTIFICATION BY THE COMPTROLLER
GenNerAL—~~The Comptroller General shall not
certify pursuant to sectlon 8034(c)(2) any
portion of any contribution made by any per-
son to o candidate or committee entitled to
payments under this chapter—

"(1) which, when added to other contribu-
tions made by such person to such candldate
or committee {nvonnection with the nomina-
tion of such candidate for President, exceeds
$100; or

“(2) if payment fromn the fund of an
amount equal to the mmount of such, con-
tribution, or portion thereof, when added to
any other payment from the fund to such
candidate or committee during the matching
payment period, 1s In excess of 5 cents multi-
plied by the votlng age population of the
Unlited States (as certified to the Comptroller
General by the Secretary of Commerce pur-
susnt to section 104(m)(5) of the Federal
Election Campalgn Act of 1871).

"(b) PAYMENT BY THE SECRETARY.—The
Secretary shall make no payment to a candi-
date or committee entitled to payments from
the fund—

“(1) until the Comptroller General has
certifled contributions submitted by such
candidate or committee, pursuant to sectlon

8034(b), in an aggregate amount of $100,000;

and

“(2) earlier than 14 months prior to the
date of the general electlon for President,

*{c) QUALIFIED CAMPAIGN EXPENSES.—A can-
didate shall be ellgible for payments from the
rund only—

(1) to defray qualified cs.mpa.lsn expenses
incurred by such candldate or his author-
lzed committee, or

*(2) to repay loans the proceeds of which
were used to defray such qualified campalgn
expenses, or otherwise to restore funds (other
than contributions to defray qualified cam-
palgn expenses recelved and expended by
such candidate or committee) used to defray
such quallfied campalgn expenses,

(d) RETURN OF UNUSED FUNDS—Amounts
recelved by a candldate from the fund may
be retalned for the llquidation of all obliga-
tions to pay qualified campalgn expenses In-
curred during the matching payment period
for a perlod not exceeding slx months after
the end of the matching payment period; and
all obligations having been llquidated, that
portion of any unexpended balance remain-
ing !n the candidate’'s accounts which bears
the same ratlo to the total unexpended bal-
ance ps the total amount recelved from the
Fund bears to the total of all deposits made
into the candidate’s accounts shall be
promptly repaid to the fund.

(e) RULES AND PROCEDURES.—The Comp-
troller General shall make such rules and
establish such procedures as may be neces-
sary to carry out the purposes of this chap-
ter. All such rules and procedures shall be
published In the Federnl Reglster not less
than thirty days prior to thelr effective date,
and shall be avallable to the general ‘public.
The Comptroller General shall publish and
make avallable forms for the making of such
reports and statements as may be required,
and a manual setting forth uniform methods
of bookkeeping and reporting for use by per-
sons required to make reports and statements
under this chapter.

“"Sec. 8036. Examinations and audlts; repay-
ments.

"(a) EXAMINATIONS AND AUDITS.—Afler each
matching payment perlod, the Comptroller
General shall conduct a thorough examina-
tion and audit of the qualified campalgn
expenses of the candidates recelving pay-
ments from the fund.

"(b) REPAYMENTS —

(1) If the Comptroller General determines
that any portion of the payments made to a
candldate from the fund was In excess of
the aggregate payments to which such can-
didate was entitled under sections 8034 and
9035, he shall so notify such candldate, and
such candldate shall pay to the SBecretary an
amount equal to such portion.

*{2) If the Comptroller General determines
that any amount of any payment made to
a candldate from the fund was used for any
purpose other than—

"(A) to defrny the qualified campalgn ex-
penses with respect to which such payment
was made, or

*(B) to repay loans the proceeds of which
were used, or otherwlse to restore funds
(other than contributions to defray quall-
fled campalgn expenses which were recelved
and expended) which were used, to defray
such qualified campalgn expenses,
he shall notify such candldate of the amount
s0 used, and such cand'date shall pay to the
Secretary an amount equal to such amount.

"{c) NortmFicatioN.—No notificatlon shall
be made by the Comptroller General under
subsection (b) with respect to a matching
payment period more than three years after
the end of such period.

“(d) DerosiT oF REPAYMENTS—AIl pay-
ments recelved by the Secretary under sub-
sectlon (b) shall be deposited by him In the
general fund of the Treasury,

“Sec., 8037. Oriminal penalties.

“({a) EXCESS CAMPAIGN EXPENSES —

*(1) It shall be unlawful for any candidate
for nomination for election to the office of
President or any of his authorized commit-
tees knowingly snd willfully to lncur any
expenses in connectlon with such nomma-
tion in excess of £15,000,000. h

“(2) Any person who vlolates paragraph
(1) shall be fined not more than $25000, or
{mprisoned not more than flve years, or
both. In the case of a violation by an au-
thorlzed committee, any officer or member

of such committee who knowingly and will="
fully consents to such violation shall be fined

not more than 825,000, or mnrmqnod-not

more than five years, or both, * ~#'¥%

"(3) At the beginning of énch cale hdnr
year (commencing in 1074), as there become
avallable necessary data from the Bureau of
Labor Statistlcs -of the Department of La-
bor, the Becretary of Labor shall certify to
the Comptroller General and publish in the
Federal Reglster the per centum difference
between the price Index for the twelve
months preceding the beginning of such cal-
endar year and the price index for the base
period. The limlt on campalgn expenses in
paragraph (1) shall be Increased by such per
centum difference. The Ilmit so increased
shall be the amount in effect for such cal-
endar year.

“(A) The term ‘price Index' means the
average over & calendar year of the Con-
sumer Price Index (all items—TUnlited -States
city average) published monthly by the
Bureau of Labor Statistics.

“{B) The term 'base period' means the
calendar year 1872.

“(b) UNLAWFUL USE OF PAYMENTS.—

“(1) It shall be unlawful for any person
who recelves any payment from the Fund, or
to whom any portion of any payment re-
celved from the Fund ls transferred, know-
Ingly and wilifully to use, or authorize the
use of, such payment or such portion for any
purposes other than—

"{A) to defray the qualified cnmpalgn ex-
penses with respect to which such payment
was made, or

“(B) to repay loans the proceeds of which
were used, or otherwise to restore funds
(other than contributlons to defray quall-
fled campalgn expenses which were recelved
and expended) which were used, to defray
such quallfied campalgn expenses. -

*(2) Any person who viclates paragraph
(1) shall be fined not more than $10,000, or
imprisoned not more than flvé years, or both.

"(c) FALSE BTATEMENTS, ETC.—

(1) It shall be unlawful for any person
knowingly and wilfully—

“{A) to furnlsh any false, flctitlous, or
fraudulent evidence, books, .or informatlon
to the’ Comptroller General under this sub-
title, or to include in any evidence, books, or
Information so furnished any mlsrepresenta-
tion of a material fact, or to falsi{y or con-
ceal any evidence, "books, or information rele-
vant to a certification by the Comptroller
General or an examination and audit by the

Comptroller General under this chapter; or

*(B) to fall to furnish to the Comptroller
General any records, books, or information
requested by him for purposes of this
chapler.

“(2) Any person who violates paragraph
(1) shall be fined not more than 810,000, or
imprisoned not more than five years, or both.

“(d) KIcKpaCKS AND ILLEGAL PAYMENTS.—

(1) It shall be unlawful for any person
kunowingly and wilifully to glve or accept any
kickback or any lllegal payment in connec-
tion with any qualified campalgn expense of
A candidate recelving payment from the fund
or his authorized committees,

**(2) Any person who violates paragraph (1)
shall be fined not more than $10,000, or Im-
prisoned not more than five years, or both,

“(3) In addition to the penalty provided
by paragraph (2), any person who accepts
any kickback or lllegal payment In connec-
tlon with any qualified campalgn expense of a
caqndidate or his authorized committees shall
pay to the Secretary, for deposit In the gen-
eral fund of the Treasury, an amount equal
to 125 percent of the klckback or payment
recelvt‘d

*(e) The tabln of chapters for subtitle H
Is amended by adding at the end thereof the
following new item:

“Chapter 87, Presidential Primary Match-
Ing Payment Fund."

CENTRAL CAMPAIGN COMMITTEES, CAMPAIGN

DEPOSITORIES, AND LIMITATIONS ON CASH

TRANSACTIONS

Sec. 0, Title III of the Federal Electlon
Campalgn Act of 1871 ls amended by re-
deslgnating sectlons 308 throgh 311 as sec-
tions 311 through 314, and by Inserting after
section 307 the followlng new seations:

“CENTRAL CAMPAIGN COMMITTEES

"'Sec. 308. (a) Each candidate shall desig-
nate one political committee as his central
campaign committee. A candidate for nomi-
nation for electlon, or for election, to the
office of Presldent, may also designate one
political committee In each State In which
he 1s a candidate as his State campalgn com-
mittee for that State. The designation shall
be made in writing, and a copy of the desig-
nation, together with such Informatlon as
the Commission may require, shall be fur.
nished to the Commission upon the desig-
nation of any such committee, ’

"{b) No political committes may be des-
ignated as the central campalgn committee
of more than one candidate, The central
campalgn committee, and each.State cam-
palgn committee, deslgnated by atcandidate
nominated by a political partyifor'election
to the office of President shall berthercentral
campalgn committee and the State campalgn
committees of the candidate mominated by
that party for election to the office of Vice
Presldent.

“(¢) (1) Any political committee authorized
by a candldate to accept contrlbutions or
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FW(8)T The 'supervisory officer may require
‘any political committee to furnish any state-
ment or report directly to him.

“(d) Each political committee which 1s n
central campalgn committee shall recelve all
reports and statements flled with or fur-
nished to it by other political committees,
and consolidate and furnish the reports and
statements to the supervisory officer, to-
gether with its own reports and statements,
in accordance with the provisions of this
title and regulation’s prescribed by him.

“CAMPAICN DEPOSITORIES

“Spc. 308. (a)(1) Each candldate shall
designate one Natlonal or State bank as hls
campalgn depository. The central campalgn
committee of that candidate, and any other
political committee authorized by him to re-
celve contributions or to make expenditures
on his behalf, shall maintain a checking ac-
count at the depository so designated by the
candidate and shall deposit any contribu-
tions recelved by that committee into that
account. No expendliture may be made by any
such committee on behalf of a candldate or
to influence his election except by check
drawn on that account, other than petty cash
expenditures as provided in subsection (b).

*{2) The treasurer of each polltical com-
mittee (other than a political committee au-
thorized by a candldate to recelve contribu-
tlons or to make expendltures on his behalfl
shall designate one Natlonal or State bank as
the campalgn depository of that committee,
and shall maintaln a checking account for
the committee at such depository, All con-
tributions received by that committee shall
be deposited In such account. No expendl-
ture may be made by that committee except
by check drawn on that account, other than
petty cash expenditures as provided In sub-
section (b).

"(b) A political committee may maintain
a petty cash fund out of which it may make
expenditures not in excess of $100 to any
person in connection with a single purchase
or transactlon. A record of petty cash dis-
bursements shall be kept in accordance with
requirements established by the supervisory
officer, and such statements and reports
thereof shall be furnished to the supervisory
officer as he may require,

“(c) A candidate for nomination for elec-
tlon, or for election, to the office of Presldent
may establlsh one such deposlitory In each
State, which shall be considered by his State
campalgn committee for that State and any
other political committee puthorized by him
to recelve contributions or to make expendl-
tures on his behalf in that State, under reg-
ulations' prescribed by the supervisory officer
as his single campalgn depository. The cam-
palgn depository of the candidate of & politi-
cal party for election to the office of Vice
President shall be the campalgn depository
designated by the candldate of that party
for election to the office of Presldent.”.

“LIMITATIONS ON CASH TRANSACTIONS

“"Sec. 310. No political commlittee shall re-
celve a contribution, or contributions in the
aggregate, from any person of 8100 or more
other than in the form of a check drawn on
the account of the person making the con-
tribution, No political committee shall make
any expenditure of $100 or more other than
by check drawn on the account of that com-
mittee and signed by the treasurer of the
committee or his delegate.”

INCREASED PENALTY FOR VIOLATIONS

Src. 10. Section 814 (as redesignated by
this Act) of the Federal Election Campalgn
Act of 1071 (relating to penalty for viola-
tions) 1s amended to read as follows:

“PENALTY FOR VIOLATIONS

“Sec. 316. (a) Violation of the provislons
of this title Is a misdemeanor punishable
by a fine of not more than $10,000, imprison-
ment for not more than one year, or both.

“(b) Violatlon of the provisions of thig
title with knowledge or reason to know that
the actlon committed or omitted is a viola~
tion of this Act is punishable by a fine of not
more than $100,000, imprisonment for not
mare than five years, or both."”

REFEAL OF EQUAL TIME PROVISIONS FOR PRESI-

DENTIAL AND VICE-PRESIDENTIAL CANDIDATES

Src. 11, Sectlon 315(a) of the Communica~
tions Act of 1034 (47 U.S.C. 315(a)) is
amended by Inserting after "public office” in
the first sentence thereof the following:
*, other than the office of President or Vice
President,".

LIMITATIONS ON CONTRIBUTIONS AND EXPENDI-
TURES AND PENALTY FOR EMBEZZLEMENT

Sec. 12. (a) Chapter 29 of title 18, United
States Code, {s amended by adding at the end
thereof the followlng new sectlons:

“Sec. 614. Limitations on Presldential cam-
+1{ - Ppaign contributions and expend-
,+++ .. ltures by persons not candidates.

“*{a) (1) No person may make any contribu-
tion during any calendar year to or for the
benefit of any candidate for nomination for
election, or for election, to the office of Pres-
ident in excess, in the aggregate, of —

“(A) 83,000 to such candidate; and

*(B) $1,000 to & fund malntalned by a po-
litical 3party solely to finance the general
electionyeampalgn of its candidate for Pres-
ident; OFeniy
n the case of a political com-
d-under sectlon 303 of the
palgn Act of 1871 which

‘which'do not exceed $25 from any individual
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; “individuals' in amounts

“'%(2) For purposes of this sectlon—

"“(A) a contribution to a candlidate nom-
inated by a political party for election to the
office of Vice President shall be considered to
be @ contribution to the candidaternom-
inated by that party for election to the office
of President,;

*{B) a contrlbutlon made to a political
commilittee or fund authorized by a candidate
to receive contributions for that candidate
shall be considered to be a contribution to
that candidate;

"(C) any contribution made In connection
with a campalgn In a year other than the
calendar year in which the election to which
that campalgn relates i{s held shall be taken
into consideration and counted toward the
limitatlons imposed by thls sectlon for the
calendar year in which that election is held;
and

"(D) ‘political party’ means a political
party which, In the next preceeding Fresi-
dentlal election, nominated candldates for
election to the offices of Presldent and Vice
President, and the electors of which party
received in such election, In any or all of the
States, an aggregate number of votes equal
In number to at least 10 per centum of the
total number of votes cast throughout the
Unlted States for all electors for candidates
for Presldent and Vice President In such
election.

“(3) The limitations imposed by paragraph
(1) shall not apply to contributions from a
political party fund maintained in accord-
ance with subparagraph (B) of that para-
graph, - or to contributions to a candidate
from one of his authorized political com-
mittees.

"{b) No person who is not authorized in
writing by a candldate to make expenditures
on his behalf In connectlon with his cam-
palgn for nomination for election, or for
election, to the office of President shall make
any expenditure on hehalf of that candidate

(except by contribution made to that can-
didate or one of his authorized political com-
mittees) durlng any calendar year In excess,
in the aggregate, of §1,000.

“{e) As used In this sectlon, the words
"contribution” and “expenditure” shall not
be construed to include—

*(1)- personal services provided without
compensation by indlviduals volunteering a
portion or all of thelr time on bebalf of &
candidate or political committee,

“(2) communications by any organiza-
tlon, excluding a political party, solely to
Its members and their familles on any
subject,

*(3) communlications (ilncluding adver-
tisements) to any person on any subject by
any organization which is organized solely
as an lIssue-orlented organization, which
commnunications neither endorse nor oppose
any candidate for Federal ofMce,

*(4) normal billing credit for a period
not exceeding 30 days, . L

**(5) expenditures by a broadcasier regu-
lated by the Federal Communications Com-
mission, or by a perlodical publication, In
reporting the news or in taking editorial po-
sitions, or

"{8) expenditures by any organization
described In sectlon 601(c) of the Internal
Revenue OCode of 1954 which Is 'exempt
from tax under sectlon §01(a) of such Code
In communicating to its members the views
of that organization.

"(d) Viclation of the provisions of this
sectlon 1s punishable by & fine not to exceed
$25,000, imprisonment for not to exceed five
years, or both,

“Section 616. Embezzlement or conversion'
of political contributions.

“Whoever, belng a candidate, or an officer,
employee, or agent of a political committee,
or o person acting on behalfl of any candidate
or political committee, embezzles, knowingly
converts to his own use, or to any other
noncampalgn use, or deposits in any place
or in any manner except as authorlzed by
law, any contributlons or campalgn funds
entrusted to him or under his possession,
custody or control; or

“Whoever recelves, conceals, or retains the
same with intent to conyert it to his use or
galn, knowing it to have been embezzled or
converted—

“Shall be fined not more than 850,000 or
Imprisoned not more than five years, or both;
but if the value of such property does not
exceed the sum of §100, he shall be fined not
more than 81000 or imprisoned not more
than one year, or both.

(b) Sectlon 591 of title 18, United States
Code, 18 amended by striking out “and 811"
nng Inserting In lieu thereof 611, 614, and
615",

(c) The table of sections for chapter 28
of title 18, United States Code, 1s amended
by adding at the end thereof the following
new ltems;

“614. Limitations on Presldential campalgn
contributions and expenditures by
_ | _persons not candidates.
*815, Embezzlement or conversion of political
contributlons.”

DETAILED EXPLANATION: MONDALE-SCHWEIKER,
PRESIDENTIAL CAMPAIGN FINANCING ACT OF

1973
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X PRIMARY. ELECTIONS 11T

A. Each candidate in the Presidential pri-

marles 15 entitled to matching ‘payments
from the Treasury for the first nlooyolr less

recelved from each individual contributor,

1. Payments begin 14 months pr.
date of the general election 'rof ;’orl:e::tcttl::

2. l}\nj' contribution made “in oonnection'
with" the candldate’s campalgn for nomina-
tion, In whatever year it occurs, is eligible
for matching. However, all such contribu-
tlons are aggregated, and no more than $100
from any contributor may be matched.

B. Candidates must accumula
in matchable contributions herort: tﬁ:o ﬂ(:-EsE
Treasury matching payments are made. Thus

A candidate would have to accumulate 1000 -

contributions of $100 each, 2000 contributions
of QLS?bes:clh, etc. Only the first 8100 of each
contribution counts toward meeting th

$100,000 requirement. ? ¥ R

C. No candldate may recelve totatl match-
ing payments in excess of 5¢ for each person
over 18 In the United States (roughly $7
million). V58

D. No candidate may spend more than $15
miilion In his campaign for the Presidential
nomination.

E. Matching payments may be used only
for legitimate campalgn expenses during the
pre-nominatlon perlod, and unspent pay-
ments must be returned to the Treasury.

F. The Comptroller General certifies eligi-
bility for payments, and 1s responsible for,
conducting a detalled post-convention audit
and obtalning repayments when necessary.

G. There are severe criminal penalties for
exceeding the overall primary spending lim-
its, and for unlawful use of payments, false
statements to the Comptroller General, and
kickbacks and illegal payments.

II. GENFRAL ELECTION

A. The exlsting Presidentlal Election Cam-
palgn Fund Act (the 81 check-off) is re-
talned, with the following amendments:

1. Removes the requirement for a separate
appropriation before money from the $1
check-off Fund becomes available,

2. Doubles the amount golng Into the Fund
by providing for a Treasury matching pay-
ment of §1 for each 81 designated by a tax-
payer, -

3. Requlres the Internal Revenue Service to
glve “extensive publicity” to the $1 check-off,
emphaslzing that using the check-off does
not Increase & taxpayer's tax lability and
that each 81 checked off will be matched by
another 81 from the Treasury. Also requires
that a bold print one-sentence explanation
of the check-off be placed on the return next
to the check-off deslgnation.

4. Permits candldates to recelve and spend
private contributions of $3000 or less (see
III, below) to supplement the funds they
recelve from the $1 check-off, up to a maxi-
mum overall spending limit in the general
cleotlon of $30 millfon.

a. Under the existing $1 check-off law,
major party candidates may not use private
contributions at all if they recelve thelr full
entitiement from the check-off (15¢ per
eliglble voter, or roughly $20-22 million), and
minor and new Party candldates may use pri-
vate contributions only to make up the dif-
ference between the smaller amount they
recelve from the check-off and the amount
major party candldates are entitled to. (If
the funds in the check-ofl are not sufficlent
to provide major party candidates with the
full amount they are entitled to, they also
may ralse private money to make up the dif-
ference.) All candidates using the check-off
money are thus limited to spending no more
than $20-22 milllon in the general election,

Those who accept no check-off money, how-
cever, may spend an unlimited amount In the
general.

b, The £30 milllon llmit on total spending
in the general election imposed by this bill
applles to all candidates (including those
who decline their entitlement from the
check-ofl), and therefore leaves no incentlve
for n candidate nét to use the check-off. The
£30 milllon limit would increase with cost of
living Increases.

c. The #30 milllon limit would permit
mnjor party candidates to supplement the
$20-22 mlllion they recelve from the check=-
off with 8#8-10 mliillon from private contri-
butlons of $3000 or less. This 3} public, 14
private, ratio would continue as cost-of-liv-
ing Increases ralsed the $30 milllon spending
Himit, and as population Increases ralse the
amount major party candidates may recelve
from the check-off (15¢ times the voling age
population).

d. Minor and new party candldates could
recelve a larger proportion of thelr funds
from private sources to make up for tlielr
smaller entitlement under the $1 check-off,
but in mo case could their total spending
excood 830 millllon in the general election.

B. Payments to candidates are distributed
in accordance with the existing law, lLe.:

1. Major party candidates (those whose
party recelved 25 percent or more of the
vote In the previous electlon)—15¢ times the
18-and-over population of the US.

2. Minor party candidates (those whose
candldates recelved between 5 and 25 percent
of the vote in the previous electlon)—a per-
centage of the major party candidate entitle-
ment equal to the percentage of the average
major party vote thelr candidate recelved in
the preceding or current election (which-
ever is larger). - e L S

8. New party candidates—Iif the candidates
recelves more than 5 percent of the vote in
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the current election, he Is repald after the
election according to the percentage of the
average major party vote recelved.

C. The Comptroller General certifies eligl-
bllity for payments and s responsible for
conducting a detalled post-conventlon audit
and obtaining repayments when necessary.

D. There are severe criminal penalties for
exceeding the overall genernl election spend-
ing Umit, and for unlawful use of payments,
{alse statements to the Comptroller General,
and kickbacks and lllegal payments.

II1. CONTRIBUTION LIMITS FOR PRESIDENTIAL
CAMPAIGNS

A. No individual, organlzation, or group
may contribute more than a total of 83000
to any Presidential candidate in connection
with his campalgn, and another #1000 to a
fund malntained by a political party solely
o finance the general election campalgn of
its eandidate for President.

1. Contributions given in any year "In
connection with" the campalign count toward
the limits.

B. However, if a political committee regls-
tered under the Federal Election Campalgn
Act of 1971 aggregates or “pools™ Individual
contributions of no more than $25, it moay

glve up to $25,000 to a Presidential candl-
date.

C. Individuals or groups acting independ-
ently (l.e, without written authorization
from the candidate) may spend no more
than $1000 on bebhalf of a candldate,

D. A political party may spend an unlimit-
ed amount on behalf of its candidate for
President from its special Presidential cam-
paign fund (subject to the overall $30 mil-
llon spending 1imit), but the party must
recelve written authorization from the can-
didate to spend more than $1000 on his be-
half.

IV, MISCELLANEOUS

A. The equal time provisions are removed
for Presidential candldates.

B. Each candidate Is required to set up a
single central campalgn committee to han-
dle reporting of recelpts and expenditures,
and a single campalgn depository through
which all recelpts and expenditures must be
channeled.

C. All cash transactions (contributlons or
expenditures) of 8100 or over are prohibited.

D. The existing tax credit s doubled to
make It one-half of any contributlon up to
860 (8100 for Joint returns), and the exist-
ing deduction Is doubled to $100 ($200 for
joint returns).

E. The penalty for misdemennor violations
of the Federal Election Campalgn Act of
1971 (now $1,000 and/or one year Ilmprison-
ment) is increased to 210,000 and/or one
year in prison, and knowing viclations are
made & felony punishable by a fine of up to
$100,000 and/or imprisonment for up to five
years,

P. Embezzlement or counverslon to non-
campaign use of political contributions s
made & felony punishable by a fine of up to
$50,000 and/or imprisoument of up to five
years.,
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