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Senate 

SATELLITE TRANSMITTAL OF 
"Vn..LA ALEGRE" 

Mr. MONDALE. Mr. President, this 
week thousands of children of diverse 
cultural backgrounds in isolated rural 
areas of this country w1ll view a tele­
vision program that is educationally 
sound, culturally enriching, and hu­
manistically positive. Because pub,lic 
television signals cannot reach many of 
our rural areas, this seemingly ordinary, 
occurrence required a major break­
through in the use of advanced tele­
communications techniques. 

On May 30, an ATS-6 satellite was 
launched by NASA from Cape Kennedy 
and positioned on the equator in a sta­
tionary orbit. From its orbit 22,300 miles 
above the Galapagos Islands, the satel­
lite can transmit educational programs 
between a Denver Earth station and a 
number of rural sites that would other­
wise be isolated from public television 
transmission. . 

With funding under the Emergency 
School Assistance Act, Bilingual Chil­
dren's Television produced "VUla Ale­
gre"-an educational program coupling 
vigorous research and advanced educa­
tional techniques with the most sophis­
ticated audio and visual innovations of 
the television media. 

This educational television program 
represents a celebration of this country'S 
multiculturalism. It is a program for all 
children, using a bilinguaf-Spanish and 
English-approach to presenting our 
country'S many cultural strengths. 

The individuals and organizations who 
have collaborated to create "Villa Ale­
gre" and to permit its satellite transmis­
sion deserve our thanks and our con­
gratulations. I ,ask unanimous consent 
that a copy of the announcement of this 
transmittal be printed in the RECORD. 

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

"VILLA ALEGRE" To BE RETRANSMITl'ED TO 
EIGHT STATES VIA NEW SATELLITE 

DENVER, July 26.-A satelllte 22,300 mlles 
above the Galapagos Islands will begin re­
transmitting blllngual educational television 
programming to the western United States 
n~xt Moriday. The program, a Blllngual Chll­
dren's Television (BC/ TV) production called 
"Villa Alegre," will be transmitted from all 
earth station at Denver and relayed by satel­
lite to 56 receiver sites In elgh.t of the Rocky 
Mountain States. 

The receivers ' are In schools In Isolated 
rural areas . Twelve additional receivers. to 
become operational this ' fall, are located In 
Public Broadcasting Service (PBS) stations 
In the region. Monday's effort Is designed to 
demon5trate the feaslblllty of a sateJ.lIte­
based media distribution system for Isolated 
rural populations. 

The satellite project Is designed and man­
aged by the Federation of Rocky Mountain 
States. Project director Is Dr. Gordon Law of 
Denver. Participating sta.tes are Idaho, Mon­
tana, Wyoming, Utaoh, Colorado, New Mexico. 
Nevada and Arizona. Funding Is prlmarlly 
through the National Institute or Education 
of the U.S. Department of Health, Education 
and Welfare. 

(The Rocky Mountain states have a unique 
communications problem, explained Dr. Luis 
Bransford, the director of utlllzation for the 
satellite program : the area contains 35 per­
cent of the land In the United States but 
only 4 percen,t of the population. Most of 
the population the area does have Is concen­
trated around several major cities; Reaching 
the rural areas has proved finanCially In­
feasible and technically dl1fl.cult for the 
pulbllc television stations," Dr. Bransford 
said, and this has left Isolated portlon.s of 
the state at an educational disadvantage. 
The satellite program Is seen as a way of 
overcoming this disadvantage.) 

Dally school program transmission wlll 
begin Sept. 9. Educatlon,al material will then 
be broadcast via the satell1te to all the 
school receivers and the PBS ,statlon.s. 

Six of "Villa Alegre's" half-hour segments 
will be transmitted during the demon.stra­
tlon. This bilingual (Spanish and English) 
and bicultural educational televlslon pro­
gram will be aired nationwide by conven­
tional means on PBS statlon.s this fall. 

Dr. Ren~ Cardenas, director of BC/'I'V, said 
he sees the airing of "Villa Alegre" by the 
'satell1te as a national br~through In the 
utlllzation of space technology to dissemi­
nate educational programs to those areas 
lacking PBS faclllties. "The Implications for 
International dissemination oc educational 
programming and technological Information 
to developing countries are monumental," he 
said. 

"Our staff Is delighiJed by the fact that 
the first satellite transmission of an educa­
tional program In the world utilized con­
cepts developed by BC/ TV," Cardenas noted. 

The satelllte, an AT8-6 (Appl1catlon.s 
Technology Satellite "6") was launched by 
NASA from Cape Kennedy, May 30. It Is posi­
tioned on the equator In a synchronous, or 
statlon.ary, omit. It can provide two-way 
audio and visual communication between 
the Denver earth station and 24 of the rura.! 
schools, designated Intensive Sites. The other 
44 locatlon.s are receiver sites only. 

When fully operational the system wlll 
represent, according to .Dr. Bransford, the 
first widespread use of a satelllte-based tele­
communication system In a direct educa­
tional application. 
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By Mr. MONDALE: 
S. 3901. A bill to amend the Federal 

Reserve Act to permit the Federal Re­
serve Board to allocate credit to na­
tional priority needs. Referred to the 
Commit'tee on Banking, Housing, and 
Urban Affairs. 
F EDERAL RESEJt.VE BOARD S HOULD ALLOCATE MORE 

CREDIT TO HIGH PIlIOarTY NEEDS 
Mr. MONDALE. Mr. President, the bili 

I am introducing today, S . 3901, author­
izes the Federal Reserve Board to give 
incentives to banks to grant more credit 
to high priority needs such as housing, 
small business, farming, State, and local 
governments. and productive capital in­
vestment, and less to lower priority, spec­
ulative, and inflationary investments. 

It is modeled after legislation intro­
duced in the House by Congressman 
HENRY S. REUSS, who has shown great 
imagination jtnd leadership on this and 
other economic issues. 

The Federal Reserve Board's present 
across-the-board tight money squeeze 
has driven interest rates to their highest 
Jevels since the Civil War and imposed 
severe strain and hardship on many 
parts of the economy. Yet a great deal of 
business borrowing and spending COll­
tinues undeterred, and inflation remains 
at an intolerable level. 

It is clear that we have gone beyo}1d 
the limits of what an across-the-board 
tight money policy can do. The present 
meat-ax approach is both unworkable 
and unfair. 

Big business borrowers are getting all 
the credit they ask, whether they plan 
to use it for infiation-flghting investment 
in new productive capacity, or inflation­
fueling investment in speculatve over­
Imying of inventory, real estate, and for­
eign currency speculation, or conglo­
merate takeovers. At the same time, the 
housing industry, small businessmen, 
and farmers, State and local govern­
ments, and others are being driven to 
Lhe wall because credit is unavailable, too 
costly, or both. . . 

The Federal Reserve Board needs a 
more selective weapon in its anti-infla­
tion arsenal : The credit allocation leg­
islation I am introducing will give it to 
them. 

S. 3901 would 'authorize the ' Federal 
Reserve Board to require each member 
bank to hold additional reserves against 
nonpriority loans and investments, and 
grant a credit against these additional 
reserves for national priority loans and 
investments. The result of this combina­
tion of additional reserves and credits 
would be to increase bank: earnings from 
national priority loans and investments, 
and reduce earnings on nonpriority loans 
an investments. 

S. 3901 establishes the following as 
national priority loans and investments: 

First. Useful capital investments, par­
ticularly if capacity-adding, energy-con­
serving, environment-enhancing. or pro­
ductivity-increasing ; 

Second. Low- or middle-income 'hous-
ing; . 

Third. s tate or local govemment fa­
cilities ; and 

Fourth. Small businesses and farms. 
In addition, the Board is permitted to 

establish other priority areas as the in­
vestment needs of the Nation change, 
provided it informs Congress at least 60 
days in advance so that Congress may 
disapprove by concurrent resolution if it 
wishes. 

Senate 

. The idea of prOviding banks with in­
centives tor more selective credit alloca­
tion has been endorsed by a number of 
businessmen, bankers, economists, and 
editorial writers, and by Federal Reserve 
Board Governor Andrew F. Blimmer. 
The central banks of many foreign coun­
tries use differential reserve require­
ments to channel credit to specific 
areas, and during the Korean war the 
Fed operated a highly successful vol­
untary program of selective credit re­
straint. There is ample support and prec­
edent for this legislation, and I hope the 
Congress can move quickly on it. 
. Mr. President, I ask that the text of 

f;I. 3901 be printed in the RECORD at this 
point, along with the remarks made by 
Congressman REUSS in the House on 
June 28, when he introduced his bill, a 
letter from. Fed Governor Andrew Brim­
mer endorsing the bill, and an editorial 
from the August 12 New York Times 
urging action on it. 

There being no objection, the bill and 
material were ordered to-be printed in 
the RECORD, as follows : 

S. 3901 
Be it enacted by the Senate and House 01 

~~presentattve& 01 ~he United States 01 
America in Congress assembled. 

SECTION 1. This Act may be cited as the 
"Credit Allocation Incentive Act ot 1974 .... 

SEC. 2. (a) ~ctlon 19 of tJle Federal Re­
serve Act Is amended by adding at the end 
thereof the following new sUbsection: 

"(k) (1) Por purposes of this subsection, 
th..!, · t,erm 'National Priority Loans and In­
vestments' means any loan or Investment 
which the Board determines Is used for, or 
made to, any of the following : 

" (A) useful capital Investments, particu­
larly II capacity-adding, energy-conserving, 
environment-enhancing, or productivity-in-
creasing, . 

" (B) low- or middle-Income housing, 
"(C) State or local government fac1l1t ies, 
" (D) small businesses and farms, or 
" (E) any other category or loan or invest­

ment which the Board determines ' to · be a 
'Natlonal Priority Loan and Investment'. 

"(2) National Priority Loans and Invest-
ments In a category established under para­
graph (1) (E) shall be made only If-

" (A) the Board notltles both Houses of 
Congress on the same d~y of a proposed 
category It desires to establish under such 
paragraph (1) (E) , and 

"(B) both Houses of Congress do not adopt 
resolutions dlsapprov~g establishment .of 
such category within a sixty-day period 6f 
continuous session of Congress which com­
mences on the date the Board notltles both 
Ilouses of Congress under subparagraph (A) . 
For purposes of this paragraph-

" (I) continuity of sesslon .1s broken only 
by an adjournment of Congress sljle die, 
and 

"(11) the days on. which either HO'IlB& Is 
not In session because of an adjournment of 
more than three days to a day certain are 
excluded In the computation of the slxty­
day period. 

"(3) (A) In addition to any reserve re­
quirement under BU,.beection (b) , the Board 
may reqUIre each me~ber bank to maintain 
a supplemental reserve cOll8lstlng of a per­
centage, determined by the Board, of its 
total loans and Investments other than Na­
tional Priority LoaDII and Inv&awents minus 
a credit equal to a percentage, determined 
by the Board, of such bank's total National 
Priority LOans and Investemnts. The total 
cred1t of any bank may not exceed Its sup­
plemental reserve. 

.. (B) Under 8ubparagraph (~ with respect 
to supplemental reserves 'and under subsec­
tion (b) with respee; to reserves against de­
posits, the Board shall take and time Its ac­
tions In order to promote eftloleney and miti­
gate hard8hlp. 

" (C) In order to offset any undesirable 
money supply effects resulting from ita ac­
tions under this subsection, the Board shall 
employ open market operations." 

(b) Section 19(c) of the Federal Reserve 
Act Is amended by inserting "or (k )" im­
med1ately after "subsection (b) ". 

A BILL To PERMIT THE l"EDEilAL REsERVE To 
ALLOCA'l'II: CREDIT TO NATIONAL PaIOIlTY NEEDS 

'The SPEAKER pro tempore. Under a pre­
~ious order of the House, the gentleman from 
Wisconsin (Mr. REUSS) Is recognized for 
30 minutes. 

Mr. REUss . Mr. Speaker, I Introduce for 
appropriate re!ere~e H .R . 16709, a bill to 

. amend the Federal Reserve Act to give the 
Board of Governors power to infiuence the 
allocation of bank credit. 

By uSing these powers, the Board could 
induce banks to Increase loans and invest­
ments In high-priority sectors of the econ­
omy, with offsetting decreases In the 
remaining sectors to avoid Infiatlonary 
pressures. 

Such a power to allocate credit, rather 
than simply to rely on meat-axe, undlfJeren­
.tlated, money-aggregate policy, Is needed on 
a continuing basis. It .Is particularly needed 
at a time, like today, when the credit crunch 
Is badly hurting interest-sensitive sectors 
like capital Investment, housing and the 
thrlIt InStitUtions, State and local govern­
ments, and small bUSinesses, and Is intensify­
Ing Intlatlonary pressures In such sectors as 
Inventories, supplies of scarce material , and 
real estate. . . 

An Intractable Inftatlon haa l'MChed an 
annual rate of almost 13 percent during the 
first quarter of this year. Curbing this Infia­
tlon Is obviously gOing to require responsi­
ble monetary restraint. In fact, I have argued 
for quite some time that the Fed's restraint 
on monetary growth has not been tight 
enough. . 

But Indiscriminate credit restraint, reck­
less of its slde-elrects, Is surely irresponsible. 
The Fed must be given the means to al­
locate scarce credit 80 that more Is avaU­
able, at lower Interest rates, for priority uses, 
and that accordingly less Is avy.llable at 
higher Interest rates, for nonprlorlty ~ses. 

. We can.see all about us today how meat-ax, 
und11ferentlated, money-aggregate policy Is 
starving priority sectors 'of the economy. 

Take housing, for example. In 1966 and 
again In 1969, high, short-term Interest rates 
resulting from tight money caused ' heavy 
outfiows of funds from savings and loan aa­
soclations and other thrift InStitutions. This 
led to precipitous drops In housing starts. 

The experience of 1974 Is no dlfJerent. With 
prime commercial paper bringing more than 
10 percent, and U.8. Treasury notes golna 
for more than 8 percent, dlslntermedlatio~ 
caused saVings and loan associations to suffer 
a net outfiow at t335 million In deposits in 
Aprll. Housing starts for this May, as re­
ported by the Department at Commerce. 
were at an annual rate of 1.45 million units 
off almost 40 percent from the 2.33 mUJlo"; 
rate of last May. Much of this drop ~_ 
curred In low- and middle-income housing, 
where we can least alford It. 

Small businesses have also suffered . Re­
cently the maximum Interest rate on SBA­
guaranteed bank loans to small bUSinesses 
has been as high as 11 percent, a rate few 
small businesses t:an ·afford. Small bUSiness 
failures have r1Ben to 190 per week. com­
pared to-about 170 a year ago. The total debt 
of small businesses going bankrupt Is up to 
$200 mlll10n per month, 50 percent over 1973. 

New eapltal Investment In plant and 
equipment, despite a vast variety of tax 
incentives, Is l11tewise hampered by tight 
money. Less production capacity spells fu ture 
Intlatlonary Increases. Further, with long­
term borrowing rates at record highs, Incen­
tives to Invest In Pollution-control and 
enVironment-enhancing eqUipment dimin­
Ish. The cost of this will surely be with us 
for years to come. . 



At the S&Jne time that high lnterest rates 
are chilling WOrthwhile' activities, the meat­
axe, undifferentiated, money aggregate policy 
sees credit wasted on non-priority objectl"ves 
(llke Bahamas gambling caslnoa); dln'rted 
mto conglomerate takeovers that bid up the 
prices of eXisting assets--lIlte Mobil 011 using 
$350 m1l110n that should be used for 011 ex­
ploration to buy up Montgomery-Ward; or 
channeled Into Inflation inducing o \'('r­
expendltures--such as Inventories and sup­
plies "that wlIl cost more later on," 

The time has come to make the BOard of 
Governors ot the Federal Reserve responsible 
for the a\Jocatlon implications of monetary 
policy. With their l4-year terms and their 
Independence, the Governors mu~t not 
shrink trom responslb1\lty. We must de\'(~lop 
a new set of tools which the Fed can com­
bine with Its control of monetary aggregate~ 
to a\Jocate the supply of credit to prlorlt\' 
areas. . 

A number of knowledgeable people have 
urged that the Fed act as eredl t-alloclI \.Or as 
well as credit-creator. 

Federal Reserve Oovernor Andrew Biilll­
mer has repeatedly advocated allocatlve pow­
ers tor the Fed sInce 1969. In testimony '':>e­
fore the Senate Committee on Banking. 
Housing and Urban Affairs on April 7, 1971. 
Governor Brimmer urged implementation of 
supplemental asset reserves to avoid "un­
wanted and disproportionate effects of mone~ 
tary restraint In particular sectors of the 
econJ)my" and "to encourage banks to modIfy 
their ... leading behavior to conform more 
to the objectives of monetary pol1cy." 

Federal Reserve Bank ot Philadelphia 
President David P. Eastburn In the May 1974, 
Business Review envisaged the Fed's develop.. 
ing "market-oriented means to Induce lend­
ers to allocate their funds in particular direc­
tions for social purposes." 

John R. BuntIng, chalnnan of the First 
Pennsylvania Bank. In a May 19 speech re­
ported In the Philadelphia Evening Bulletin 
"assailed the Federal Reserve's 'fixation solely 
on control of the size of the money supply' 
~s a tool of dampening Inllatlon." I nstead, 
he said: "The monetary authorities should 
encourage b&nks to channel loans Into Indus­
trlcs whose products are In short supply and 
whose production Is pushing close to 
capaCity." 

In an AprU 10 speech, Albert T. Sommers, 
senior vice president and chief economist of 
the conference board. a sked "whether the 
Federal Re~erve should not be equipped with 
1'.dditlonal powers affecting the direction of 
credit, and not simply the aggregate volume 
of credit supply." 

And Business Week. In an editorial on June 
I, called upon the Fed "to start thinking 
about a more selective approach to cre.dit 
control. It could, for Instance, call upon the 
member banks to give preference to tem­
porary financing of new industrial capacity. 
Or It could ask for legislation to give It the 
power to esk,bllsh a priority system for 
borrowers." 

All agree that the meat-axe aggregate ap­
proach to monetary policy hopelessly mlsal­
alocates credit. 

Other countries successfully direct the al­
location of credit through a variety or . 
mechanisms. A December 1970 study by the 
Joint Economic Committee, "Act1vlties by 
Various Central Banks to Promote Economic 
and Social Welfare Programs," lists numerous 
examples. The Bank of France uses direct 
credit controls to stimulate financing of agri­
culture. The central banks of Germany, Ind1a., 
Italy, and Mexico. as well as the Bank of 
France, provide direct loans to state and 
local governments or to publiC agenCies. Cen­
tral bank funds are lent directly to private 
companies In France. and are lent indirectly 
through private bank~ In Japan. Other in­
struments have also been widely used-Jipe­
clal rediscounting prlvlleges, special reserve 
requirements and credit celllngs, and ap­
proval over individual loans. Such far­
reaching controls do not appear necessary In 
this country. at present, but the experience 
of foreign central banks with comprehensive 
controls Is Instructive. 

Tax incentives and subsidies are often sug­
gllsted as an alternative way of redirecting 
resources to priority uses. Nonprlorlty uses of 
the economy's resources, as for Bahama 
gambling casinos, can be discouraged by tax­
ing them very heavlly, Priority uses such 88 
low Income nursing could be expanded if the 
Federal Government were to pay part of t he 
cost through a subsidy. 

Taxes and subsidies, however, Involve real 
problems. FirSt., though moet priority sectors 
of the economy have heen given vast sub­
sldles. periodic crlses stlll appear with tight 
credit and high interest rates. Second. Im­
posing high taxes on nonprlorlty uses of 
the economy's resources Is a time-consum­
ing and complex process; tax schemes are 
Infiexible and are very d11l!cult to change 
as the economy's needs change. Finally. In­
creasing the subsidies going to priority sec­
tors would further erode the tax base and 
open new loopholes. America's taxpayers 
don't need a more loophole-ridden tax code. 

H .R. 15709 gives the Board of Governors 
of the Federal Reserve a new and powerSl11 
monetary tool for credit allocation purpoees. 
By vigorously employing Its new power, the 
Fed could slgn.fl.cantly increase the share of 
the Natlon's bank credit going to priority 

sectOl'8 of the economy, and by the \"~t' 
token reduce the amount going t-o nonp'rt?)~ 
Ity uses. . , 

H.R. 15709 establlshcs a ne\V cnt.egory 0: 
national priority 10Rn.~ and .1I ,vestments 
This provision specifically glv('s priority In 
lotlns nnd Inve~tmcl1ts to (ou r important sec­
t ors of the ('conom),: Fir" t . ne", capital In· 
\'('stmcnts thnt Increase product I~e capacl ly, 
lower costs, control pollUtion. or consent! 
cnergy; scc-ond. low- and mlddle-Inc,oml' 
houclng; third, State and local gO\'ernmen l 
Investments; nnd /o11'lh. small bllslnes'es, 
The F'cd may IIl so estahll~h oth~r priority 
nreas as the Inves tment Jleeds or the Nation 
change provided that It Informs COD!,'1'CSS at 
least 60 days In advance so thnt Congrc , s 
may dtsapprove by conClllrent r('solutlons Ir 
it wlshcs, This mirrors the present power 
or Congress t.o disapprove changes in the or­
ganization of the cxeclItl\'e branCh. und t'r 
the Reorganization Act or 1949. 

To redirect the allocation or bank credit 
t-o national priority necds. H .R. 15709 66-

tabllshes a new cn~cgory of l'upplemental 
reserves and credlls a balnst bnnk assets . 
First. the Board of Gover nors mny reqtJiro 
each member bank to hold sllIlPlemental 
reserves agaInst n on priority loans 3nd Invest­
ments. In addition to the r equired reserves 
currently held against depoSits. Second. the 
Board would allow each bank to credit 
against Its supplement,a! reserve a percentage 
of Its national priority lO!\.ns nnd Invest­
ments. The combined eJIcct of supplementnl 
reserves and credits Is to Increase bank earn­
ings from ' national priority loans and In­
vestments and to reduce earnings on non­
prorlty loans and Investments. This gives 
banks a powerful Incentive to make more 
national priority loans and Investments. 

To see how H.R. 15709 would end the un­
discriminating credl t efl'ects of aggregate 
monetary pollcles, consider the following 
illustration. 

Based on data published In the l ntoot Fed­
eral Reserve Bulletin. member banks in the 
Federal Reserve System currently hoM about 
$600 mUlIon In loans and Investments. It Is 
dllIicuit to determine from these ftguroo the 
exact uses to which thel)e loans and Invest­
ments are put. but the most generous criteria 
would classify about one-third. or $200 mU­
lion. as national priority uses, such as resi­
dential mortgages, State and local govern­
ment securities, and some commercial and 
industrial loans. The remnln ing $400 milllon 
Is classified as nonprlorlty uses. such as non­
resldent1a.l real estate, inventories. brokerage 
loans, and loans to finance companies. 

Supplemental reserve requirements on the 
nonprlorlty assets. combined with credits for 
national priority assets, could Induce banks 
to ImprOve this allocation of credit. Assume 
the Fed requires each member bank to hold 
as llttle as 2 percent of Its nonprlorlty loans 
and investments In a supplemental reserve . 
against which It allows a 3-percent credit 
for national priority loans and Investments. 
The supplemental reserve would be $8 bil­
llon-2 percent crt $400 b11110n of nonprlorlty 
assets-and the credit would be $6 b\l1lon-
3 percent crt $200 blllloo crt 'national priority 
assets. With their current portfollos, banks 
overall would have to keep $2 blllion In their 
supplemental reserves. Although this Is not 
,'ery large In comparison with the $35 bUlIon 
reserve they currently keep on demand and 
t ime deposits, It still represents Significant 
foregone earnlngs-about $200 million at 
current Interest rates. 

Banks could reduce their supplemental 
reserve requirements by devoting more ot 
their loans and investments to national 
priority needs. For every $10 b11lion shUted 
from nonprlorlty uses to national priority 
uses, banks would free up to tooo mlllion. 
since their supplemental reserve requirement 
would tall by $200 mill1on-2 percnnt ot the 
$10 billion reduction in nonprlorlty loans 
3.nd investment--whlle their credits would 

r ise by $300 milllon-3 percent of the added 
$10 billion In national priority uses. A shift 
at $40 billion more Into national priority 
uses from the current figures to $240 billion 
In national priority assets and $360 billion 
In nonpriorlty assetS-WOUld eliminate the 
$2 billion supplemental reserve in the illus­
tration altogether. The potential of this for 
shlftin.g credit 'Into national priority u.es, 
even with low reserve reqUirements. is ' thll.5 
substantial. 

The supplemental reserve requirement for 
individual banks would vary according to tile 
proportion of assets devoted to national pri­
ority uses. The average bank with one-third 
of its assets in national priority areas WOUld. 
in the above example, have to keep only 
one-third of 1 percent of its total assets 
In the supplementsl reserve. A bank with 
more than 40 percent of Its loans and Invest­
lnents In national priority areas would escape 
the reserve requirement. 

The Fed should choose the combination 
of supplemental reserve requlr'ements and 
credits necessary to channel the proper 
amount of credit to national priority uses. 
It can make the incentive to Invest in na­
t iOnal priority areas more powerful by rais­
Ing the reserve requirement and redu"lng 
earnings on nonprlorlty assets, and by n­
creasing the credit &nd raiSing earnings n 
national priority assets. It should be posslbl"e, 
however, to use fairly low reserve require-. 
ments, as In the 1llustratlon. to attain tht. 
goals of this bill without unduly butdenln 
the Nation's banks. 

-

,\, 

The Fed should pay cloee attention to the 
effect which supplemental resenea might 
hnve on bank liquidity. If adding supple­
mental reserves to existing required reae~s 
on deposits 8queeze8 bank liquidity, the r-.:d 
"hould by all means reduce emtlng reserve 
requirements. or engage In open market of. 
('rations to offset the squeeze. purthermo , 
to mlnlml2e potential hardships on indlvl -

al banks. the Fed should Introduce supple­
u nto.1 reserve requirements gradually and 
(;I\'" adequate lcadtlme before promulgating 
chal1K,es. Arter nil. the purpose ot this b1l1 
Is to end the meat-ax etJ'ects of money ag­
gregate policIes. not to crunch down on 
banks. 

The Fed has a 10llg aneS promising hiStory 
of QdapUng Its rucnetsry tools to the chang­
lng needs of the American economy. At an 
aggregate level. reserve requirements have 
often been changed to alter the liquidity 
pOSitions of banks and to expand or contract 
t he money supply. But. as Governor Brimmer 
points out. the Federal Reserve hail "been 
moving more and more Into the 1U8 of re­
serve requirements to achieve certain special­
ized purposes with respect to monetary pol­
icy." For example. In 1969 the FeeS lmposed 
s upplemental rpserve requirements on Euro­
dollar borrowIngs by domestic banks. In order 
to Inhibit monetary growth trom this source. 
In July ID66 and again In .1uly 1973. the Fed 
Increased reserve requirements on time de­
posits. o t her than savings accounts, to as 
1 Igh as 11 percent on July 4. 1973, In order 
to inhibit lhe fiow of funds from savings 
:.n d lonn allfioclatlons to bank certificates of 
deposit. Supplemental reserves and credits on 
assets wo uld be In line with this tradition. 

Although HR. 1570[) would materially Im­
!)rove the Natlon's ablllty to allocate credit. 
It admittedly Is not a complete panacea. 

First. It does not give the Board of 
Gm'ernors powers of allocation over the 
k ndlng and Investments of nonmember 
commercial blinks. Lpgislatlon pending before 
Congress to give the Fed power over the 
l~ser\'e requirements of most nonmember 
banks would readily remedy this. 

Second. li.R, 15709 does not gIve the Board 
nllocatlve power over nonbank financial 
Institutions, s\leh as savings and loan 
::I3soclatlon~. credit unions, or pension funds. 
At the moment, however. It does not seem 
nsec<,;;ary to give this power to the Board. 
Nonbank finan c ial Institutions are restricted. 
either by law or the nature ot their l\abllltles, 
as to tile kinds of loans and Investments they 
carry In their portfollos, thus limiting their 
Bblllty to counteract Fed policies. Fw·ther, 
some of these Institutions, such ns savings 
and loan association and mutual savings 
banks. already Im'est heavlly In national 
priority arens. 

Finally. H.R. 15709 contaIns no controls 
over the uses to which corporations put thelJ: 
Internally generated funds . amounting to 
more than $150 billion In 1973. It Is pos­
sible that large corporations could 'obtain 
resources for nonprlorlty uses from their 
Internal funds or going Into other credit 
markets, such as commercial paper or Euro­
dollars. There is certainly the risk that thi~ 
and other escape hatches could Impair the 
Fed's ablllty to direct more credit to national 
priori ty areas. 

I! experience shows that Fed control 
shOUld go beyond commerc1a.l banks, further 
legislation could be enacted extending reserve 
requirements and credits against assets to 
other financial Institutions. Congress could 
o.1so consider establishing In the Fed manda­
tory credit allocation powers. Making the 
Fed a credit allocation agency would not be 
unprecedented. In tact, during the Korean 
war, the Fed undertook an extremely suc­
cessful voluntary credit restraint program 
under the Defense Production Act of 1950-
to "curtail the use· of credit for speculative 
purposes and to dlven funds from non­
essential to essential uses." Directed by a 
commIttee of Fed Governors and bUSiness 
leaders, the success of the program Is attested 
to by a massive shUt In credit from retaU 
trade, commodity dealers. and finance com­
panies to defense production and Investment 
by utUities during 1951. The end of the Ko­
rean war bl'tlught an end to the program. but 
there Is no renson why we should not resur­
rect It II needed. 

While the purpose of HB. 16709 Is to im­
prove credl' allocation, It wUl also a.fl'ect the 
abtllty of the Fed to control monetary ag_ 
gregates. Supplemental reserves and credits 
on assets will be a new var1a.ble In Fed cal­
culations. They Introduce a new uncertainty, 
since banks would be able to change their 
average reserve requirements by changing 
their asset portfOliOS. 

The new reserve reqUirements, however, 
should not Impose insurmountable preblems 
for Fed monetary pollcy. Day-to-day control 
of monetary aggregates, whIch would be most 
vulnerable to resene uncertainty, Is not as 
Important as is longterm control, where 
adaptation to new var1a.bles Is easier. Sec­
ondly, the relationship between movements 
In monetary aggregates and the perform­
ance of the economy Is not so preCise that 
this amendment would significantly alter 
It. Finally, With Its current level ot profes­
Sional expertness, It should not take the 
Board of Governors or Its statr very long to 
Incorporate supplemental reserve require­
ments and credits Into their money supply 
calculus. Tile benefits of assuring that credit 
Is available for national priority needs far 
outweigh any possible diffiCUlties In short­
Tun ront,.,,1 (\~ Y'Oj ... o"'~v If;\tnnlv 
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In light of the damng" ctone by meat-ax 
aggregate money pollCies tu nationa l priority 
sectors ot the economy, 11k" business invest­
ment In plant and equipment, low- and 
ollddle-lncome housing, and St;.. te and local 
governments, a new approach to credit a1l0-
~~tlor. is needed. H.R. 15709 fills th l. need by 
U'",lsforming the Federal & .o{ve Into a 
Ned it-allocatlng, as well as .. cr~a i L -creatlng, 
ilJsll tution. 

The importance and c.o"'plexiLl of this 
)'>Sue requires that a fu ll a • .oc u~slon and ex­
change of Ideas about It IU<~ place. I hope 
that H .R. 15709 will I c~a to this much­
n~eded discussion. 

J30AU) OF OOv£R.NOaS , 

FEDERAL RESEIlVl: SYSTE.f, 
Washington, D .C., August 5, 1974 . 

Hon . HENRY S . RI:t1ss, 
House 01 Representat ives, 
Washington, D .C . 

DEAR CONGRESSMAN REUS": I am respond­
ing to your letter of July 10, 1974 . You asked 
me (along with other Boa,rd Members) to 
cOD11l.lent un the legislation wblch you have 
illtroduced designed to empower the Federal 
Reserve Board to Intluence expllcltly the sec­
toral distribution of bank credit. In a letter 
of J uly 29, 1974, Chaimlan Burns responded 
on behalf of t.he other Board Members. It W&!l 
indicated that I would respond separately 
since I did not share the position adopted by 
the majority of the Board. 

First oC all, I wish to applaud your effort 
to provide the Federal Reserve with addi­
tional Instruments which would enable the 
Board t.O cope more effectively with the dis­
tortion In the seetoral distribution of bank 
credit which typically occurs durin" periods 
of monetary restraint. I h ave also been trou­
bled by the same range ot dlfllcultles which. 
have con~rned you. In fo.ct, as long ago as 
April, 1970, I suggested that the Boa.rd be 
given authority, to establish supplemental 
reserve requirements 011 bank: assets. Such 
supplemental reserves would h li.ve been set 
on a dtlferentlal basis-thus allowing the 
Board to encourage banks to channel fundS 
into areas of high natiolliJ p1iorlty and to 
discourage bank credit lendhlg In areas of 
lesser importance. In: the Spring ot 1971, the 
Subcommlttee on Flnancibl Illotltutlons of 
the Co=lttee on Banking, hOWling. and Ur­
ban Affairs of the U.S. S"'lJ .. ~ held hearings 
on a b ill containing m any of t.lle features oC 
the propo6al which I advance". At. t hat time, 
the majority ot the Bos.rd also objected to 
being granted such authol"l ty. In appearing 
before the Subco=ittee, I lav,~red the Idea; 
I still favor a similar attack on the problem. 

Your proposed legislation Is superior to the 
earller approach because it would provide 
t'or the establishment 01 Ii. system of both 
supplementary reserves nd credl'tS. ThIs 
provision ' would endow the BoQ.rd with a 
great deal 01 fiexlbll1ty , and it would also 
deal with some reservations lslst:d with re­
spect to ~e earlier proposal . 

The general nature of the problem on 
which you focus Is widely understood. As 
you know, In a number ot papers, I have 
documented the adverse effecta of monetary 
restraint on sectoral credit 1I.0W8. One of 
these was presented at the Awlua.l Meeting 
of the American Financa a.....oclli.tlon in De­
cember, 1972. Another w"'" presented at the 
American EconomiC AssOCiation Annual 
Meeting last December. I have enclosed 
copies of these papers for your information. 

In essence, during a period of substantial 
monetary restraint, the r<l,sultlllg higher costs 
and lesser availablllty of oank credit strlke' 
d ifferent sectors Df the economy most un­
evenly. I n general, banks show a strong pref­
""mce for lending to long-"tanalng business 
customers (particularly luge corporations) 
while other potential borrowers receive a re­
duced share ot the av~lablOj funds. At the 
same time, there Is typically ... sharp shift in 
t.he flow of funds away from housing, State 
and local governments, small business, fi­
nance companies, and t .. rmers. In contrast, 
business borrowers are .. tft<ekd to a much 
lesser ex t.ent-although the cost of funds 
to them does rise substantll>lly. 

Operating under your proposal. the Federal 
Reserve could provide a genuine Incentive 
for banks to concentrate on socially desirable 
lending. It is true that, within the framework 
establlshed by the bill, the .l:!oa.rd would have 
a great deal of d iscretion to vary supple­
mental reserve requiremen ts. However, no 
central bank credit would flo)w luto particular 
sectors. Instead, by varying the structure of 
sUEPI~tal reserves or credits, the Board 
could Induce banks to respond more explh:­
itly to the high priority financing needs of 
the economy. 

Over the last fou: years, during which I 
have been calling c t t4lntlon to the need for 
authority similar W t h at whloh you propose 
to give the Federal Re&ErVe, I have en­
countered a number of reservations. These 
have been raised within the Federal Reserve 
System as well as by observers on the outside. 
Some of these were expr.:ssed by the majority 
of the Board In ChalnnQn Burns' letter of 
July 29. I see no need to respond in detail 
to those reservations at this time. I would 
simply say that they do ra~ a number of 
issues on which you :md your Committee 
ought to focus. For my p"tt, while I recog-

nlze the basis of the reservations, I personally 
think that the beneflts which would accrue 
from implementing the proposal outwelgM 
the types of coats which others have Identl­
lIed. In a paper I gave In AprU, 1970, I did 
I\CIdress myself to some of the (similar) ob­
JectiOns which had been expreaaed at that 
time. Many of these reservations· Involve 
mainly technical Issues. Consequently, the 
appllcation of a reasonable amount of fl.rst­
rate staff talent should result In their reso­
lution. I also enclose a copy of that paper 
for your information. 

In passing, I should nots that the use ot 
dtlferentla.l reserve requirements to Influence 
sectoral credit flows Is quite common alnong 
some foreign oentra.l banks. This Is especially 
so among banlts tn developing countries. I 
su=arlzed the experience of 80lne of those 
fore ign institutions in a paper which I deliv­
ered In Jamaica tn 1970. I have also enclosed 
a copy of that paper. 

Agaln, I applaud your effor ts to have the 
Federal Reserve given additional Instruments 
to deal more effectively with the adverse 
shifts In credlt flows associated with mone­
tary restraint. 

Sincerely yours, 
ANDY. 

(Frol'n the New York Times, Aug. 12, 1974] 
CREDIT RATIONING 

One- of the shortcomings In a tight ~ney 
policy as the prime weapon against Infta­
tlon Is Its extremely uneven impact on 
dl11'erent sectors of the eoconmy. Some bor­
rowers, the biggest or those who can pay 
the hlghe~ rates, can get all the credit they 
need, while other bon'owera are aut off and 
threatened with 1I.nanclal disaster, 

Obviously, It Is Impossible to run a gen­
erally restrictive monetary polley with<>ut 
hurting anybody; but the question raised 
anew by the present credit squeeze Is 
whether the right borrowers and types of 
loans are being cut 011'. 

A group of Democrats, led by Representa­
tive Henry Reuss of Wisconsin, Is urging a 
more selective Federal Reserve pollcy-one 
that would Insure a large flow of credit for 
four general purposes : productlve capital 
investment that would Increase the supply 
of goode, lower- and middle-income housing, 
state and local governments and small-busi­
ness loans. At the same time, they would 
discourage the use of scarce credit to pro­
mote anti-competitive mergers or acquisi ­
tions, to boost Inventories to get ahead of 
antiCipated higher prices or to speculate in 
gold or other commodities. 

A bill Introduced by Mr. Reuss would re­
quire that commercial banks . put up lal'ger 
l'esreves against socially undesirable loans 
and receive credits when they made socially 
desirable loans. 

The Federal Reserve Board, with one gov­
ernor dissenttng, has opposed the bill. Chair­
man Burns contends that It would be "In­
appropriate for the Fed to allocate credit ac­
cording to Its judgment of national prior ity 
needs"-because, in a democracy, these are 
matters for pontlcal decision . But, If It .n­
acted the Reua.s bID, Congress wou14 In fact 
be giving tbe Ped political bacJr::tng' and brotld 
pollcy guidance. The Pederal Reaene, a crea­
ture oC Con~, 1I'OU1d be executing the pol­
Icy of Congreaa. Tben Is noUUng unique his­
torically in Its dotng 80. 

Dr. Burna also argues that the but would 
cause "serious admlnlstratm problems" for 
the P'ed and for member banks, iDCluding 
greatly increased requll'ementa for informa­
tion. But there are already hea.,. costs to the 
economy and society from the existing dis­
torted pattern of credit allocation and the 
Inadequate informaUon on the uses of bank­
Ing resources. 

Within the !lame over-all pattern of credit 
restraint and a""rage reserve n!qUIrements, 
selective allocation ot credit should prove to 
be less in1lationary-by encouragtng more 
productive Investment and by avoiding un­
due hardship on particular leCtors Ulrough 
higher rates ot growth In the money supply. 
The real choice Is not bet1reeD general and 
selective controls but between the accl­
dentally selective impact of general tighten­
Ing and a rat10nally selective policy within 
the same framework. 

3 
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S. 3512, UNEMPLOYMENT COMPEN­
SAT.ION AMENDMENTS OF 1974 
Mr. MONDALE. Mr. President, on 

May 16, 1974, the distinguished Senator 
trom Michigan (Mr. HART) and I intro­
duced S. 3512, the Unemployment Com­
pensation Amendments of 1974. The bill 
provides for basic and comprehensive re­
form of the Federal-State unemployment 
insurance system. 

While we must act forcefully to imple­
ment economic policies and programs to 
eliminate the high level of unemploy­
ment which our Nation is currently ex­
periencing, we must also help those who 
are the victims of the' current unemploy­
ment. 

Unemployment insurance is a FederaI­
state system. designed to provide tem­
porary wage-loss compensation to work­
ers as protection against the economic 
hazards of unemployment. Funds accu­
mulated from taxes on wages during 
periods of employment permit payments 
of benefits to covered workers during 
periods of unemployment. At the same 
time as the unemployed worker is as­
sisted financially while he is looking for 
work, the benefit payments help main­
tain purchasing power throughout the 
economy and cushion the shock of un­
employment on the economy. In addition 
to ~ping· the worker, the program is de­
si!J6ed to help the entire eConomy by 
maintaining spendable income. By main­
taining purchasing power, it acts as a 
stabilizing force in the economy, helping 
to prevent an economic downturn from 
gathering momentum and forcing fur­
ther declines in consumer purchasing 
power. The benefits are countercyclical 
in effect and help to prevent unemploy­
ment from spreading and lasting a 
longer period. 

Unfortunately, our present system un­
der which benefits were first payable in 
1939, does not meet the criteria for an 
adequate design. The system has not 
kept pace ' with the dynamics of our 
economy and the growth 11) wage level. 
Too many people are still excluded from 
coverage. Of those who are covered, too 
many exhaust their right to benefits be­
fore they are able to find employment. 
Even when they are receiving benefits, 
too many workers receive benefit 
amounts which are inadequate when 
compared with rising wages. 

Our lUleDlployment compensation -sys­
tem came Into effect as a result of con­
gressional action in 1935. Just as Con­

llad a responsibility to develop a 
and see that it was enacted into 

10 too it has a responsibility for 
seeing that the program is modified to 
insure that its basic objectives con­
tinue to be met. 

Sel1at~ 
Specifically, this legislation makes six 

changes in present law. 
First, the bill enables a uniform, Fed­

eral standard providing for a maximum 
duration of unemployment compensa­
tion benefits of 39 weeks. The additional 
13 weeks-weeks 27-3~which w1ll be 
added to the 26 weeks now provided by 
most states, are financed through Ped­
eral-State cost sharing. The "trigger" 
for extended benefits is eliminated for 
weeks 27-39. 

Second, the bill would enact Federal 
standards for el1g1btl1ty for unemploy­
ment insurance benefits. A state may not 
require an employee to have in his base 
period for eligibility more than 20 weeks 
work for 39 weeks of unemployment in­
surance benefits. 

Third, the bUl embodies Federal stand­
ards for amounts of compensation the 
weekly benefit amount of any eligible in­
dividual for a week of total unemploy­
ment must be an amount equal to a 66% 
percent of such individual's average 
weekly wage or an amount equal to the 
maximum weekly benefit payable under 
state law, whichever is lesser. The state 
maximum weekly benefit amount JDust be 
no less than 100 percent of the state­
wide average weekly wage. 

Fourth, the bill extends coverage to 
new categories of workers. Coverage is 
extended ·to agricultural workers, do­
mestics. and state and local government 
employees. 

Fifth, the waiting period, a noncom­
pensable period of unemployment in 
which the worker must have been other­
wise eligible for benefits, may be no 
longer than 1 week. U an el1g1ble in­
dividual has received compensation for 3 
or more weeks in his benefit year, com­
pensation will be retroactively paid to 
such individual for the waiting period. 

Sixth, the bill establishes a Special 
Advisory Commission on Unemployment 
Compensation. 

I am pleased and proud to announce 
today that S.3512 has received the en­
dorsement of the AFL-CIO, the UAW, 
and the Teamsters Union. 

These three important elements of 01'­
ganized I~Dor recognize the need for re­
form and that S.3512 promises mean­
ingful reform. Their members have ex­
perienced the disastrous consequences of 
unemployment; their members have ex­
perienced the inadequacies of the current 

Federal-State system; their 
want reform. 

I am delighted with their support, and 
I know that their support means so very 
much to the prospects for successful pas­
sage of this important bill. Once again, 
organized labor has helped in an impor­
tant way with the development of criti­
cal legislation and with suPPOrt for its 
prompt passage. 

I ask unanimous consent that letters 
from Mr. Andrew J. Biemllier, director of 
legislation, American Federation of La­
bor and Congress of Industrial Organiza­
tions; Mr. Jack Beidler, legislative di­
rector, International Union, United 
Automobile, Aerospace & Agricultural 
Implement Workers of America-UAW; 
and Mr. David Sweeney, political and 
legislative director, International Broth­
erhood of Teamsters, Chauffeurs, Ware­
housemen & Helpers of America be 
printed in the RECORD. 

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

AFL-CIO, 
Washington, D.C. 

Hon. WALTEII F. MONDALI!, 
U.s. S6f&4te, 
Washington, D.O. 

DEAIl SENAToa: We have caref~y studied 
S. 8M2, a bill to elltend and improve the 
Federal-State unemployment Insurance sys­
tem, which you Introduced on May 16, 1974. 

Recently. the AFL-CIO Executlve Council 
said "Despite this danger, (sustained high 
unemployment) the nation Is still saddled 
with an obsolete system of unemployment 
compeIlS&tion Incapable of meeting the needs 
of Jobless workers." 

The Oouncll statement on "Unemployment 
Insurance" continued. ''the glaring defi­
ciencies ot the entire unemployment com­
pensatlon system merit the immediate atten­
tion of the Congress. 

S.8512 merits the consideration ot Con­
gress because It meets the present deficiencies 
in our Pederal-St&te unemployment insur­
ance system. 

First. It Includes the thousands ot work­
ers who after 89 years remain without the 
protection of unemployment insurance, 
namely, agr1cultural and domestic workers 
and publ1c employees. 

Second, i~ sets a minimum standard na­
tionwide in the c1etermlnation of eUgiblllty. 

Third. it faes 8. minimum weekly beBefit 
a.mount tor each state that Is related to the 
economy ot the state. 

. Fourth, it appr0e.che8 the problem of the 
"waiting period" in the same manner which 
baa 80 long been accepted In the field of 
workmen's oompensation. S.. 8512 extends 
unemp10ymeJ:1t Insurance to 39 weeks.~~--, 



.. 
ntth, without the use of "triggers," which 

ha.ve served the unemployed so badly that the 
eongr_ has had on six d1lferent occasions 
to reDlGve temporar1l;r one of the phases of 
'the Aio put Ulgger. 

W. believe S. 3012 wl1l WIder'wrlte the 
basic needa ot the UIIeIIlp1o,ed worker to 
weather his unemployment &D4 provide as is 
often claI.me4 the tlrat bulwark against de­
preBEdon. 

We commend you for Introduc1ng S. 3512. 
We wUl urge Its support by the Congress. 

SIncerely, 
ANDREW J. BJDrn.u:a, 

DfrectOT, DepaTtment 01 I.egglatlon. 

UAW, 
lV4IIhiAgton, D .C. 

Han. WALn. P. MONDALE, 
V .S . SflfI4te, 
W4IIhin,ton. D.C. 

DE'AB 8DftOII ~: 'Por years, the 
UAW bas eoaght reaHstte and me~gtul 
reform of the unemployment Insurance sys­
tem to make It more reepoD8l?e to the needs 
of America's working men and women. The 
legislation you are plaDnlDg to Introcltlee 
embodies the most Important of the reforms 
we seek, and we bope the Congress will act 
favorably upon the proposals contained In 
your bill. 

On behalf of the UAW, I Wish to express to 
you our continued support for the kind ot 
needed reforma proposed In ,our unemploy­
ment tnsuranee legislation. Your concern 
about this vitally-important lsI!Iue is appre­
ciated. 

Sincerely, 
JACK. BIIm!.EII, I.eggl4tive Dlr ectOT. 

INTIIII1UTIOR'AL BIlorHl!:llllOOD OP 
"l'&Uarn:Bs, CJu'Ol'l'l!:Ultll, WAD­
HOOI!IBlIID:K AND lIBLPIIIIs OP 
AlID:RlCA, 

Hon. WAL'l'BR P . )lONDAU:. 
U.S. BetlGte, 
WaMUIgtotI, D.c. 

Wuhfngton, D .C. 

DIWl Sl:NAroa MoNDALB: On behalf of the 
InWDational Brotherhood of Teamsters, I 
endorse your propDsed revlslon at our present 
unempJo:pnent epmpensatkm laws. 

ot ~ aoneern to our organiza­
tion III the. ene:naI.on of unemployment in­
surance belellts to those who, beeauae of the 
accJdent at oceupation, haVIt, not been uni­
formly enut.led to participate in a compre­
heDB1ve m.taraDee program. Thus, we encour­
age your tndwdon 01 coverage for farm 
workers, dOmeIIttca and state and local em-
ployees. . 

In adcU,tion. we belleve that your proposal 
represents a 1a.1.r &D4 reasonable approach to 
worker allglbWf;y for compensation and the 
amount of week1) benefits to which an in­
dividual Is entitled. 

With regard to a worker's ellgtbUtty we be­
lieve tba.t apeclal Inteersts In the various 
Sstates havep in many Instances, combined 
to deny workers the opportunity to receive 
unemployment compensation, notwithstand­
ing the tact that these people are 88 entitled 
to participate 118 any other woddng person. 
In or view, the only reasonable 'solutlon to 
suoh a matter Is the aata.bUahment of Pec1era.l 
standards. 

Again, in Ule spirit 01 reasonableness, your 
formula for compensation aDIOunts recog­
nizes that there are variations among in­
dlvldual .States as to the amount a person 
shoUld receive in \UleJDpIoyment compensa­
tion.. 

Senator, In aummary, we believe your pro­
posal for improvements In unemployment 
compensation wUl not only prove bene1lclal 
to those workers who should be a1IInna.tively 
included With In the provlsJona ot an un­
employment compensation law. but Will also 
improve the atatua 01 thme Who are currently 
eHgtble tar toll_ beDeftts. 

'n1ank you _ JO'ID' constderatlon in this 
ma.tter. 

stncerely, 
DAVID A. BwuNEY, 

PoHtico.l and I.egialatlve Director. 
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THE SUGAR ACT 

Mr. MONDALE. Mr. President, 2 
weeJc> ago my distinguished colleague 
from North Dakota, Senator BURDICK, 
gave my excellent speech at the dedica­
tion of the new Red River Valley beet 
sugar factory at Hillsboro, N. Oak. 

Sugar beet production is a large and 
rapidly growing industry in the Red 
River Valley bordering the States of 
Minnesota and North Dakota.. With the 
opening of the Hillsboro and Wahpeton 
plants iIi North Dakota and a new facU­
ity at Renville, Minn., next fall, tlle beet 
industry could be a $300 milllon a year 
business in the two States within the 
near future. 

But, 8.$ Senator BURDICK pointed out 
in his address: 

It is ironlc the.t the forty-year-old Sugar 
Act, which Induced farmers to erect these 
factories, Is currently scheduled to expire at 
the end of December of this year. 

I ,shoU1d like to quote a brief portion 
of /ilenatDr Bptmlqt'S remarks which I 
believe go to the very heart of the con­
troversy , over extension 'of the SUJrar 
Act: ' , 

Although the sugar program was born: dur­
Ing th6' Depression, Il' aided us 1D obtafuing 
necessary supplies ,when prlcee were high. It 
provided for orderly marketing and 'prevent­
e~ scrambling for world suppl1ee in periods 
of shortage. By means ot It, we ~ed ade­
quate suppUe. at talr and stable 'PriceS. 

Critics have called the Sugar Act Program 
a "subsidy program." "They talk about the 
costs of the program to AiDerica consumers 
In periods when world-'prlces are low. They 
disreianl the benefits thlll country has re-
ceived from the program. " .. ; .. 

It is far more enllghtening- l!.}1d r~­
istic to think of the Sugar Act 8.$ a lODg­
range purchase contract. 

What 1.8 the impact 01 ' the defeat of 
the 'Sugar Act ' earlter this year "by the 
House of Representatives? several fig­
'ures cited by Senator BURDICK offer use­
ful insight: 

From January 1 through May Qf this year, 
before the Houee act~on, tbeduty pald price 
of sUiaf landed in New YDrk was $3.25 per 
100 poull4is lower than the world price ,at 
the point of 0I'18J.n. On July 26, the New 
York price was fS.lI6 per 100 pounds above 
the world prioe. 

The Inc1'6lUMl of. $6.88 per 100 pounds In 
domestiC prioes relative to. world prices is 
chargeable tQ the action ot ~e Ho~se of 
Representatives In votln& down , the Sugar 
Bill. That Increase w1ll cost American con­
sumers $1.4 bllUon on the 12 mUll OR tons 
of sugar they consume each year. 

I strongly sUPPOrt the recommenda­
tions of my colleague from North Dakota 
in urging prompt Senate approval of 
sugar legislation, as I do those of Repre­
sentative BOB BERGL~D in the House to 
secure reconsideration of this important 
act. As a member of the Senate Finance 
Committee, I pledge my full cooperation 
and support in this effort. 

Mr. President, as evidence of tile need 
for this legisla~on, I ask unanimous con­
sent that the full text of SenatOJ: BUR­
DICK'S speech be ,prlnt¢_ II'!. tl!It.RECORD. 

,Senate 

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

ADDRESS OF a_AT. QUENTIN N. BUIIDICK 

I welcome tne epportunity to appear bere 
today at this blstorlc dedication of the Red 
River Valley Cooperattve. The H1I1sboro fac­
,tory, being dedicated today, and the Wah­
peton factory have carried their efforts for­
ward In making the Red River Valley t he 
"Sugar Beet Bowl" of the world. 

I would ilke to commend you for the lead­
ership you have shown under John Bruns­
dale, your PreSident, and John Alexander, 
your Executive Vice President. The' fact that 
all of you ha.ve Invested a tremendous 
amount of money and dedication to this 
project is highly commendable and the rea­
son why we are here today. 

This year marks the turning point in t he 
history of the beet sugar industry of the 
Red River Valley. AU beet sugar factories In 
the Red River Valley are now farmer-owned 
cooperatives. 
- Not only have the farmers of the Coopera­
tive Joined 1;ogether In this undertak1ng, but 
you bave had the cooperation of private 
banks, state banks, and of the Bank for 
Cooperatives, and you have had the coopera­
tion of several agencies of the States ot 
North Dakota and MInnesota and of the fed­
eral government. It was a privUege for me 
to plj.rtlc1l\ate In this effort also, as I alwa.ys 
stand ready to help you. 

The Hillsboro and Wahpeton tactorles have 
been construQted because of a guarantee pro­
vision designed to encourage new sugar pro­
duction. These provisJpns were to enable new 
sugar fa.ctories and farmers to produce and 
Iilarket until they could develop historical 
basBS' for allotments. ' 
, These two new factories have been con­
structed because of a guarantee provision 
incorporated in the 1971 extension of the 
sugar act. Congress recognized that no new 
sugar factories had been constructed for sev­
eral years. New factories were needed to 're­
place the old ones that were going out of 
producti\ln and to help sUPply the Increas­
Ing requirements of domestic eoDBumets: Ac­
cordingly, Congress guaranteed that sufficient 
acreage and marketing allotments would 1.e 
made avaUable to penn1t the production and 
marketing of 100 thousand tou of sU&!U' bY 
new beet sugar factorlee during 1972, 1973, 
and 1974. A corresponding pronston Wall Dmlt i 
for the establlsb.ment of a new sugar CSTJ '~ 
enterprise. 

Farmers of the Red River Valley started 
t o work Immediately after the new sugar bill 
was approved, October 14, 1971. As a result 
01 berolc dorta, the factories at musboro 
and Wahpeton wU1 start operating this tall. 
Through , no f&ult of their own, the growers 
at Renv1lle, MInnesota. were unable to meet 
the construction schedule, 80 their factory 
will not be able to start until the fall of 1975. 
I emphasize this time frame because It dem­
onstrates the need for long-range planrung 
for sugar production. But surely, the resua 
Is worth all the efJort--by IP76 the beet in­
dustry could be a $300 mfillon a year business 
In North Dakota and Mlnnesota--large by 
any standards. 

lot is ironic that the forty-year--old Sugar 
Act, which induced you farmers to erect 
these factories, Is currently acheduled to ex­
pire the end 01 December of this year. There 
are a number of factors which contributed 
to t hl> defeat ot the bUl In the House of 
Representatives. Consumer resistance to the 
present price 01 sugar and food prices ill 
genera.l; the fac t tbat for the first t ime tile 
domestic producers, processOl's. and caue 
sugar refineries could not 8.l!'ree on Ii unl-

fied position; and, 81gnUicaatly-4hat the 
Administration did not aotIgely support the 
bill. In fact, certain olll~ 01 the. U.8. De­
partment ot Agriculture were kno'i\'11 to be 
opposed to any extension ot the p!'ogram. 

Today, we have a sugar crista. The prob­
lem bas been In the making for se"eral 
months. It deserved able handling. The 
handling that it bas received i. costing Amer­
Ican consumers bUllons of dollars and is 
tending to prevent oorrective actiona. 

Let us examine this country'. 8Ugar pro­
gram and its wreckage. 

The Sugar Act was primarily established 
In 1934 to protect domestic sugar growers 
and major farm organizations. In round fig­
ures, the Sugar Act provides that 60% of this 
country's requirements are to be supplied by 
the domestic areas and that 40% are to be 
imported. Nearly half our requirements are 
produced on the malnlalld. Prior to 1960, 
CUba and the PhlUpplnes supplied almost 
all ot our imported suga.r. Since Cuba bas 
Joined tbe Communist orbit, sugar imports 
come from the Phllipplnes and 30 otber coun­
tries. But the Act has also assured consumers 
ample supplies at sugar at reasonable prices. 
A fundamental elTect of the Act has alao been 
to encourage foreign trade-a situation which 
has helped create a healthy economic cli­
mate tor our domestic sugar Industry. These 
purposes bave not and should not change. 

Last November, when it was becoming evi­
dent that the world sugar suppUes were short 
and prices were starting their ascent. spokes­
men tor the Department of Agriculture called 
for the termination of the sugar program. The 
essence of the sugar program is very Simple. 
A fair price objective is established tor sUgar 
supplies to tbe domestic market. Prices have 
been maintained In this country by means of 
a tarltf and quota system. In addition, there 
is a' tax on sugar, which provides funds for 
making conditional payments to growers and 
for meeting the general expenses of govern­
ment. 

Foreign producers wen glad to &ell this 
country sugar under the Quota system at the 
priCes established by the formula of the Su­
gar Act. They knew that, at times, they 
would receive lower prloee In our market than 
they ' could receive In the world marltet. They 
filled their U.8. quotas at such times because 
t hey, received fair prices In the United S~tes 
In periods when world priCes were disastrous­
ly low. Over the years they came out abead. 

When this oountry stopped talting sugar 
from Cuba, our quota system was used to 
stimulate production In other supplying 
countries. 

Although the sugar program was bocn 
during tbe depression, It aided us In obtain­
Ing necessary supplies when prices were blgh. 
It provided fOl' orderly marketing and pre­
vented scrambling for world supplies in pe­
r iods of shortage. By means of it, we ob­
taiIred adequate supplies at fair and stable 
prices. 

Critics have called the Sugar Act Program 
a "subsidy program". They talk about. the 
costs ot the program to American cOIl8~rs 
In periods when, world prices are low. They 
disregard tIle benefits this country has re­
ceived from the program. 

It is far more enlightening and realistic to 
think 01 the Sugar Act as a long-range pur­
cbase contract. 

Many people, even in the Department ot 
., Agriculture, appear not to under.stand tha 

dUfcrences beLween marketing problems [(.r 
such crops as cotton, soybeans and wheat, on 
the one hand, and sugru' cane and sligar 
beets on the other. Soybetu1s and wheat, iu 
the form marketed by farmers, may be 
shipped great distances and ,m:~sscd 
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months after harvest. A bale at cotton . may 
be &tor~d for years ' and finally be processed 
on the other side of the world. 

Sugar cane and sugar beets must be proc­
essed lOOll.lly. Sugar cane should be ground 
within hours after it is cut. ·In cold weather, 
sugar beets can be carried for severa.! months 
before they are sllced, but even for beets. 
the processing season is short. 

You growers know, ft.rsthand, the cost of 
entering sugar beet production. Each of your 
two new factories is costing more than *30 
mllllon or $400 per ton of productive capac­
Ity. It they were being contracted for today, 
the cost would be far higher. I understand 
the cost of the Renville plant will exceed $50 

· million or around $700 per ton of capacity. 
In addition, each beet farmer has spent 

tens of thousanda of dollllJ'B for specialized 
planting and harvesting equipment and for 
trucks to haul the beets to. delivery pOints. 
You have incurred indebtedneSB that will 
take 30 years to repay. 

Even greater Investments of time and 
money are required in areas where land must 
be cleared and Irrigation systems installed. 
Foreign countries invested hundreds of mU-

· lions of dollars expandlng sugar production 
to fill the gap in our supplies when CUOO di­
verted Its suppUes to the Soviet Union. 

• Once sugar beet proJects are started. it is 
necessary that they be continued for a num­
ber of years. Of course, where growers have 
no finanCial interest in the factories, they 
are legally free to stop production at will. 
Stopping the production of beets, however, 
soon leads to the clOSing of factories. That 
may be one of the reasons that corporate 

· capital stopped bullding beet sugar factories 
· in the United States. 

Although sugar beet and sugar cane fac-
· tories and associated farm production must 

be planned and financed for long period of 
years, sugar prices in the world market are 
subject to wide fiuctuations Over short peri­
ods of time. Some of you wUl recall 1920, 
when sugar prices rose to around 25 cents a 
pound; two years later, refined sugar was 
selling for less than Ii cents a pound. Most 
of you will recall early 1964 when the world 
price exceeded 10 cents per pound; for the 
next four years, It averaged 2 cents per 
pound. 

It may be argued that conditions are dlffer­
ent now,oIUl.d certainly they appear to be dif­
ferent. Nevertheless, responsible financial in­
stitutiOns can not baae the investment of 
hundreds of mUlloDa of doUara on the mere 
hopes or appearances. They need assurances 
UJ:ltU the loans can be repald. 

Sugar producers, both in th1B country and 
abroad, will expand p,roductlon if tlley a!'~ -
assured of fair prices over a period of years . 
but they C&llllot jump into production dur­
~ periods ot temporary scarclty and hi{;h 
pnces. 

In recent months. we have witnessed ,1 

carefully planned and organized effort t:> 
terminate the Sugar Act and destroy th o; 
domestic sugar-producing Industry. Start­
lng last. Nonmbel', the DirlIctor of the Sugar 
Division at the Department of Agrlcultura 
made speeches aga~t the Sugar Act. He 
was followed and supported by other om­
clals of the Department. Shortly before the 
bUl to extend the Sugar Act came up on thd 
floor of the House, a publication, Criticising 
the sugar program and the existence of tr,i} 
domestiC sugar lndustry. was released. Some 
of these statements incot'porated suggestions 
for a target price and payment system for 
temporary protection.. but in terms of prac­
tical economics and politics. those sugges~ 
tions offered North n.ltota beet growers no 
protection. 

Critics of the domestic sugar industry 
charge that It is inelficlent and say that do­
mestic sugar production is mbsldized. They 
undertake to woo consumers by calling atten-· 
tion to the cheap sugar they could buy on the 
worid market when prices are depressed. 

The critics tell farmers Ulat they could 
make more mon~y growlng other crops for 
export than they can growing sugar for do­
mestic consumption. 

This last bit of advice makes one wonder 
whether these critics are aequainted with the 
problems that confronted Red River Valley 
wheat growers when they lost their export 
market 50 years ago. Some of it has been 
regained In the past two years. Do you re ­
member when your wheat problem was re­
ferred to as . "that paln in our Northwest"? 
Do you r emember when your leaders were 
referred to Il.8 "The Sons of The Wild Jack~ 
ass"? My guess Is tbat farmers In the Rert 
River Valley will be unwilling to return to 
one-crop agriculture. 

Some of those who argue for free trade and 
the elimination of the dO]llBstlc sugar in­
dustry, aiso claim that the Red River Valley 
would have more beet factories today if the 
Sugar Act did not exist. They say this, know­
ing that world sugar prices were below 3 
cents per pound during most of the 1960'3 
(,nd as low lIS % cent per pound durin~ 
tile Ol'i~nt P.lUJr~;'I.slon. ___ .. _ 

Then we come to the argument that the 
sugar program is expensive to conswners. 
The basic argument is that, in most years. 
sugar prices on the so-called world market 
are lower than they are in the United States. 
The United States has long been the largest 
sugar importer in the world. However. at no 
time since the early 1930's could the world 
marls;et have supplied all the United States 
requirements for sugar. I~ would require 
decades of effort and the expenditure of bU­
lions of dollars to expand world production 
sulficlently to meet the total requirements of 
the United states. Do we W1Ult to put for­
e�gn countries in complete control of our 
sugar supplies? Our recant experience wltb 
011 Imports and our current sugar problema 
would seem to give sufficient warning not to 
get into further dl1llcultles of that sort. 

The major sugar-consuming countries or 
the world consider their sugar supplies to ba 
too important to leave to the vagaries of the 
so-called world 'market. Napoleon impressed 
the countries of Europe with the fact that 
overseas supplies could be cut off. Countriea 
on the continent of Europe obtain all ct 
most of their requirements from their own 
beet sugar 'industrles and they . insist oa 
continulng to do so. 

The charge has been made that our do· 
meetic sugar progrlUJl.8 coeta consumers be­
tween .502 mUllon and .730 million anou­
a.lly. I understand that IIUgar experts quarrel 
with these statistical conclusions and even 
critics have admitted that they were un­
certain of these figures. In view of the tre­
mendous Increases In sugar prices since the 
Sugar Bill was defeated, however. consumers 
of this country should keep ·in mind that even 
critics of this b111 placed the cost within a. 
range of only 1 Y.t to 2 Y.t cents per pound. 

There Is nothing new about recent argu­
ments for free trade. They add nothing to 
the arguments, by Adam Smith, the father 
of free trade, made 200 years ago. Indeed, 
the critics of the sugar program appear not 
to be 'very good students of Adam Smith. 
Smith was not confronted with a shortage 
of import supplies. The critics of our sugar 
program are now discovering, to their sur­
prise and dismay, that world sugar supplies 
are short. . 

Sugar production is one of the industries 
this country cannot have without protec­
tion. In this respect, It Is similar to the tex­
tUe industry and, in fact, to mo&t of our 
manufacturing industries and to a number 
of our agricultural enterprises. If we want 
the benefit of such industries, we must give 
the protection they require to continue to 
operate. This is accepted by government, 
business and labor In the case of our manu­
facturing Industries. It needs to be accepted 
equally for some of our agricultural enter­
prises. 

The defeat &f the Sugar Bill told foreign 
suppUers that · they would , no ' longer have 
an assured market at a fair price In the 
United States. In effect, they were told to 
sell their sugar to the . hlghest bidder any­
where in the world. Domestic consumers were 
told that, henceforth, they could obtain im­
ported supplies only by outbidding all other 
buyers. . 

What has all this done to sugar prices? 
Last November, when the attack on the 

Sugar Act started, the New York price of 
raw sugar was just over 11 cents per pound; 
the wholesale price of refined sugar was 
under 14 cents per pound; and the U.S. 
average retall ·prlce was 16 Y.t cents per pound. 
By June 5th, the day the Sugar · Bill was 
de!eaied, the raw price had risen to 240Y.t 
cents per pound. By July 25, the raw price 
had risen to alY.t cents per pound-20Y.t 
cents above the November level. Retail prices 
have been quoted as high as 45 cents per 
pound. They may be heavenly to sugar bro­
kers, but It Is hellish to the housewife. 

From January 1 through May of this year­
before the House action, the duty-paid price 
of Sugar landed In New York, was $2.63 per 
100 pounds lower than the world price at the 
point of origin. On June 25, the New York 
price was $3 .25 per 100 pounds abo\'e the 
world price. 

The increase of $5.88 per 100 pounds in 
domestic prices relative to world prices Is 
chargeable to the action of the House of 
Representatives in voting down the Sugar 
Bill. .That Increase wlll cost American con­
~umers $1.4 billion 011 the 12 million tons of 
sugar they consume each year. 

It Is impossible to determine how much 
of the additional rise Is a result of the House 
action; Just as It Is Impossible to determine 
how much was the· result of earlier state­
ments and actions of the Department of 
Agriculture. However, the total Increase of 
20Y.t cents per pound Since last November 
will add nearly $5 billion in the annual cost 
of sugar to American consumers. 

Many famUles have raised gardens this 
year to help keep down the cost of food . Now 
when the canning season Is here, t'hey find 
that the higher cost of sugar may offset the 
savings from their summer's work. If Amer-

Ican housewives or industrial users are un­
happy with present sugar prices, the record 
shows who brought about the defeat of the 
Sugar Bill. 

In respect to the future , the defeat of the 
extension of the Sugar Act obviously cre­
ates uncertainty. The Act has probably 
worked better than any other agricultural 
program and naturally the prospects of op­
erating without a sugar program give rise to 
many questions. Unless action is taken during 
this session of the Congress, the program 
expires on December 31. However, Admin­
Istrative actions could help. This Is what 
could be done. 

1. The tariff on imported raw sugar wlll 
go from 62Y.t cents to at least $1.52 to $2.00 
per hundred weight. However, the President 
has the authority to keep the ta.r11f at 62% 
cents by an Executive Order imposing a quota 
system. The exact authority Is still being 
researched. 

2. Secretary of Agriculture, Earl Butz, has 
discretionary authOrity to institute a loan 
or purchase price support program at levels 
from zero to 90 % of parity for domestic 
sugar producers under Title m of the Agri­
culture Act of 1949, In the event such pro­
tection Is deemed necessery. 

,3. The President has general authority to 
restrict imports through the '!'ar11f Commis­
Rion or Section 22 of the Agricultural Adjust­
ment Act of 1933. 

Tllese then are possible alternatives that 
\\'e lin v€' available other than legislation. 

. There is no quick or easy solution to our 
sugar problem. We need Increased sugar pro­
duction In the United States and In forelan­
suppller nations. This will require the'in­
vestment of hundreds of mUllons of dollars 
over a period of years. Results cannot be ob­
tained from a I-year or a 2-year program. It 
IS not certain that results can be obtained 
from a 5-year }.Irogram. It may require a 10-
YI:lIU' progrrun. . 

Congress should enact a new sugar pro­
gram, looking solely toward the attainment 
.of adequate production and stabilized prices. 
That legislation should be enacted for a long 
enough time to enable producers, at home 
and abroad, to end the sugar shortage and 
get prices back to normal levels. Admittedly, 
present high prices are undoubtedly wel­
comed by those who have sugar to sell. I hope 
they will enable you to liquidate some of the 
huge Indebtedness you }lave Incurred in un­
dertaking these projects. 

Those who enjoy these profits. should 
temper their good fortune with reality for 
if prices are too high, there is the da~ger, 
that the users of sugar, particularly com­
mercial users wlll turn to substitutes such 
as corn syrup and other sweeteners. There Is 
a perU point which cannot be Ignored . I am 
confident, however, that you growers will be 
willing to sit down with consumer repre­
sentatives and wlttl the Committees of Con­
gress to write legislation that will reestab-
11sh plentiful supplies and fair prices. The 
House's ea.rller rejection of the sugar bill 
and the constitutional problem in originat­
ing such legislation in the Senate will of 
course, make your task more dlftlcult. 

At present we are exploring all aV€'llues . 
which Include possible recommendations by 
the House and Senate rider on a House bill. 
The attitude of the new President may have 
a bearing on the possiblllty of legislation in 
this Congress. At the moment, J have nothing 
cOllcrete to report. As I close, may I leave 
you with this tribute; You are fast making 
the Red River Valley Into a major sugar bOWl 
for the United States. This climate and rich 
sol1 are well suited to beets. Your large, level 
fields permit the effiCient use of machinery 
Your ' increasing production is strategically 
located for marketing. You are attacking your 
problems with the same spirit of pioneering 
and daring that your forefathers showed 
when they settled this country. . 

I pledge you my continued efforts on the 
legislative front. 

I congratulate you and wish you t.he gTt'at 
success you so richly deserve. 
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By Mr. MONDALE (for himself 
and Mr. BROOKE): 

Senate Joint Resolution 246. A joint 
resolution authOlizing the Office of 
Watergate Special Prosecution Force to 
investigate and report on White House 
crimes and conferring power to compel 
testimony and subpoena relevant tapes 
and documents. Referred to the Com­
mittee on the Judiciary. 

Mr. MONDALE. Mr. President, I make 
the following statement on behalf of my­
self and the distinguished Senator from 
Massachusetts (Mr. BROOKE). 

Because of the agreement between 
former President Richard Nixon and the 
General Services Admtnistration regard­
'ing White House tapes and documents, 
there Is a possibility that the American 
people and the Congress may never be 
able to reach a final judgment on the 
extent of the involvement of Mr. Nixon 
and others In Watergate and related 
incidents. 

Under the terms of this agreement, the 
former President Is given total control 

over the Presidential papers and tapes, 
subject only to subpenas issued by 
courts of law. And he is given the right 
to destroy the tapes after 5 years. In 
our judgment such an arrangement lPay 
prevent the full story of Watergate ITom 
ever being !.old. 

We fully support legislation soon to 
come before the Senate to abrogate the 
agreement between Mr. Nixon and the 
GSA. But even under this legislation, ac­
cess to crucial evidence may be limited 
to subpenas obtained through the crim­
inal justice process. 

The Watergate cover-up trial will pro­
vide some of the facts. But only part of 
the story will emerge, for a criminal trial 
involving certain' individuals must be 
confined to those issues that relate to 
the guilt or innocence of those particular 
individuals. Thus, no matter how much 
We learn from the trial, we will never 
know how much remains concealed. 

And this would be tragic. Ours is, as 
Lincoln said, a government "of the peo­
ple, by the people, and for the people." 
And for the people to judge the extent 
of wrongdoing and the measures needed 
to prevent the recurrence of this tragic 
episode, they must. know all the facts. 

We strongly believe that the truth 
must come out-to meet the people's 
right to know, and in a way that allows 
the President and the Congress the op­
portunity to refocus their energies and 
attentions on the serious and pressing 
problems that now beset OUl' Nation. 

And .therefore we are introducing to­
day legislation authorizing and directing 
the Special Prosecutor to conduct a 
thorough investigation of the involve­
ment of former President Richard Nixon 
and others in Watergate and related in­
cidents and to issue a public report con­
taining the material evidence, together 
with such findings, conclusions, and rec­
ommendations as he finds appropriate. 

Senate 

In addition, our bill will confer on the 
Special Prosecutor the power, through 
the courts, to compel testimony and to 
subpena .tapes and documents relevant to 
his inquiry. There Is ample authority for 
such a legislative grant of authority. 
Similar powers were conferred on the 
Warren Commission-which, like the Of­
fice of the Special Prosecutor, was cre­
ated by Executive order-by Congress. 

We believe our approach has distinct 
advantages over other proposals that 
have been advanced: 

Unlike proposals for congressional ul~ 
qUiries, our approach removes the In­
Vestigation from the political arena, and 
leaves Congress and the President free 
to concentrate on today's problems; 

By putting the inquiry In the Special 
Prosecutor, our approach avoids the risk 
of jeopardizing trials with ill-timed pub­
licity, and takes advantage of the exper­
tise accumUlated by Mr. Jaworski and 
his staff; . 

And finally, by placing this critical re­
sponsibility In the hands of the respected 
Special Prosecutor and his excellen~ 
sta.fl', our approach avoids devisive ar­
gument over who should serve on any 
new national commission. 

We applaud the efforts of members of 
the Senate Committee on the Judiciary 
to secure the kind of inquiry and final 
report from the Office of Special Prose­
cutor envisioned in the bill we proposed 
today. And we believe the additional le­
gal authority to compel production of 
documentary evidence and testimony 
provided in our bill would prove most im­
POl'tant to the conduct of such an in­
quiry and report. 

It should be made clear that, under 
our bill, the Special Prosecutor will have 
complete control over the timing of the 
investigation and report. Obviously he 
will place his prosecutorial responsibili­
ties first. And our bill also provides for 
additional staff so' that, to the extent he 
considers it appropriate, the two func­
tions can proceed side-by-side. 

We hope that this important legisla­
tive initiative will receive widespread 
support. Such support would help remove 
the Watergate debate from the political 
arena and place the search for truth In 
the context of an independent investiga­
tion-where it belongs. 

The time has come, at long last, to ex­
plain fully the Watergate tragedy, and to 
move the attention of the Congress .and 
the President from Watergate to the ur­
gent economic and other problems facing 
the country. 

No. )46 
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Mr. MONDALE, Mr. President, I 
would like to commend the distinguished 
chairman of the Parks and Recreation 
Subcommittee and the chairman and 
members of the Senate Interior Com­
mittee for their prompt and favorable 
action on 8 , 3022. As reported by the 
committee, this measure contains two 
provisions with which I am especially 
concerned. 

The first provision would increase the 
funding for the lower st. Croix River 
protection program from the current 
ceiling of $7,275 million to a level of $19 
million, This additional authorization is 
essential, if the National Park Service is 
'to carry out the legislative mandate of 
·the 1972 Lower st. Croix River Act to as­
sure the perpetual preservation of this 
important scenic and recreational re­
source. 

In passing the original Lower st, Croix 
River Act, the Congress established a 
unique approach to the preservation of 
a scenic and recreat;tonal riverway. This 
approach involved a sharing of respon­
stblllty for the riverway among the Fed-

. eral Government and the States of Min­
nesota and Wisconsin. At the time that 
the law was enacted in 1972, it was un­
derstood that the Federal Government 
would purchase lands and scenic ease­
ments to protect the upper 27 miles of 
the rtverway and that the States through 
parallel programs would protect the 
lower 25 miles of the riverway. 

Unfortunately. as a result of an error 
in the cost estimates prepared by the Bu­
reau of Outdoor Recreation. the initial 
authorization approved by the pongress 
was far too low to carry out.a flIll pro­
gram of protection in the Federal man- ' 
agement zone. In fact. subsequent ap­
praisals showed that a funding . level of 
$7.275 mlllion would permit protect.ion of 
only about one-third of the Federal seg­
ment of the river. 
At~t!!!i.l;!lstFebruary. memb~~ of 

the Minnesota and Wisconsin congres­
'810nal delega.tlons together with Gov. 
Wendell Anderson of Minnesota and a 
representative of Governor Lucy of Wis­
consin discussed this problem with om­
clals of the Park Service and the Depart­
ment of the Interior. From the discussion 
It was obvious that there was no feasible 
method of living up to the mandate of 
the 1972 act without a substantial in­
crease in funding. Neither concentrating 
the funds exclusively in the upper 10-
mile scenic zone of the river, nor buying 
property on a patchwork basis through­
out the 27-mile Federal segment pro­
vided a workable alternative. Developers 
would have a field day in either case. We. 
therefore. requested an estimate from 
the National Park Service of the cost of 

·a.program of full protection for the river­
way. It is this figure that provided the 
basis for the introduction of . S. 3022 
upon which the Senate is voting today. 

At a hearing last June, the Parks and 
Recreation Subcommittee received testi­
mony from State and local government 
officials. conservation groups and others 
unanimously in support of this bill. In 
cross questioning, officials of the National 
Park Service even stated that they had 
advocated a favorable report on t~ bill 
from .within the Department of the In": 
terior. 

In approving S. 3022 today, the Senate . 
can insure that the priceless natural 
values of the lower St. Croi~ River are 
not destroyed but preserved for people 

"Senate 

today and for generatlon's to come. 
The second provision of this bill that 

I am particularly interested in relates to 
the designation of new rivers for study 
as potential additions to the National 
Wild and Scenic Rivers System. I am 
very pleased that the Senate Interlor. 
Committee has included in the list of 
study rivers two rivers In Minnesota. the 
upper MissisSiPpi and the Kettle. In ac­
oordance with legislation which I intro­
duced last year. 

The Kettle Is among the finest canoe 
rivers in America. It is a wild river 
abounding in fish and wildiife and only 
barely touched by residential develop­
ment. Th~ State of Minnesota has al­
ready conducted a preliminary study of 
the Kettle under the State wild and 
scenic rivers act. and it is prepared to 
cooperate full~with the Federal Gov­
ernment in avoiding any duplication of 
effort in connection with the national 
study. Making use of the information al­
ready collected by the State of Minne­
sota, I would hope that the Federal-State 
study could concentrate on what Federal 
resources might be necessary to ade­
quately insure the protection of the 
Kettle. 

With respect ' to the upper Mississippi 
River. there can be no doubt of the 
unique national interest 1.- this water­
?lay. From its source at Lake Itasca to 
the boundary of the city of Moka, the 
upper Mississippi is predominantly a 
Wild and scenic river with some stretches 
that might be classified recreatioQal. 

This past summer I had an opportu­
nity to personally visit the Mississippi at 
Monticello, Minn. I was impressed by the 
remarltable quality of the water, by the 
serenik of the scenic view. and e6pe­
c1a11i 1>y tne-fact th-at these natural val­
ues can still be found on the MissisSippi 
within 30 miles of a major urban center. 

In the case of the Mississippi, like the 
Kettle, the state of Minnesota has al­
ready initiated a study under its scenic 
rivers program. But with a river seg­
ment morc · than 400 miles long, there is ' 
no hope that Minnesota can safeguard 
this resource wthout substantial Federal 
help. Cooperation between Federal and 
State' agencies COUld, however, expedite 
the national study so that a full-scale 
protection program can be launched be­
fore development pressures become in­
surmountable. 

In passing S. 3022 today. the Senate 
has an opportunity to begin the process 
toward what I hope will eventually be 
permanent protection of the Mississippi 
and the Kettle. as well as the lower st. 
Croix. 

As further evidence of the need for 
such action, I should like to have .In­
cluded in the CONGRESSIONAL RECORD to­
day copies of my statements before the 
Parks and Recreation Subcommittees 
last June. . 

Mr. President, I ask unanimous con­
sent that the followirig statements be 
printed in full at this point in the REC­
ORD. 

There being no objection, the materlaJ 
was ordered to be printed in the RECORD, 
as follows: 
T'ESTIMONY OF SENATOR WA.LTER F . MONDALE 

ON LOW'ER ST. CROIX RrvER 
Mr. Chairman. I am grateful for this oi,.- • 

portunlty to testify before the Committee 
. on S . 3022, the b111 Senators Nelson. Hum­

phrey and I have Introduced to Increase the 
. authorization for the LoweF St. CroIX River 

Preservation program: 
This r.omm.lttee· has probably deV'Oted as 

much or more attention to the Lower St. 
Croix as It has to any other river In the 
country. Interior Committee consideration of 
legislation affebtlng the river dates back' to . 
1965, an d you are by now well aware of the 
natural attributes to this unique rel!Ource. 
Qualities such as the spectacular rock for­
mations of the Dalles of the st. Croix, t4e 
intimate Islands threading the river between 
Taylor Falls and St111water, and the maJ.esty 
ot Lake St. Croix, In 1972 prompted the Co~­
gress to designate the Lower St. Croix ' as · 
the first federally protected addltlen to the 
original National Wild and Scenic Rivers Sys­
tem. 

An unprecedented agreement tor coopera­
tive federal-state river management was 
adopted In the Lower St. CrOIX Act. ThJl ted­
eral government was designated as the ad­
ministering agent for the. upper 27 miles of 
the river while the stat es ot Minnesota and 
Wisconsin were to Share administrative re­
sponslblUty tor the lower 25 mUes ot the 
river. A coordInated approach to the oveta.ll 
protection program was to be achieved 

·through a jOint master plan to be developed 
within one year of the date ot enactment 
(October 25, 1972) and submitted tor con­
sideration by the Congress. 

The obvious aim of the Congress 111 passing 
the Lower St. CroIx River Act (P.L. 92-560) . 
was to assure the perpetual preservation ot 
the scenic anJj, recreational opportunitIes af­
fOrded by this· remarkably unspoiled metro­
politan river. 

This concept of perpetual preservation ties 
at the heart ot the wild and scenic rivers 
system, and It Is a guarantee, backed by the 
resources ot the federal government, that 
however man's Intrusion may' destroy or dese­
crate other natural.resourc8lf, rivers lnclu4ed 
within the system will be fully protected tor 
peop1e livlllg today, for their children, and 
for generations to come. 

Embodied In the form of legislation, this 
objective of permanent preservation ot the 
Lower St. Croix won the near unanimous 
endorsement ot State and loeal officials rep­
resenting tne river valley, of reSidents; of 
conservat,lon groups, and ultlmately of bo~ 
Houses ot the Congress and the Administra-
tion. • 

The ' record time In which the Lower St, 
Croix River Act was passed- five days trom 
the Initial mark-up by the Senate Interior 
Committee through Committee and 1100r ac­
tion In the House-attests to the. urgency 
Congress attached to protecting the . river. 
In view of the ImlJlediacy ot the threat· po!!l'~ 
by developers. . 

This sense ot urgency was tully justified. n 
the Congress had moved as quickly as It did 
to pass the Lower st. Croix River Act, cl11i: 
dwelling tow:nliouses and a mid-rise a~~ 
ment bulldlilg might today scar the blults 
of the river. For even as fe<iel'al-state plan~ 
ners first met to develop the specific de~ 
of the protection program, one deVeloper :was 
proceeding with his own plans for the con­
s t ruction ot a hOUSing project which .n" 
cluded townhouse and an apartment bulld­
Ing to tower over the valley. 

Even with the Act , tt took maaaive pres­
sure from the Governors ot the two States, 
members of the Congress. and a lawsuit rued 
by the Attorney General o~ Minnesota . to 

. force the developer to reconSider hIs plari.s.·.lp. 
the face of the lawsuit the developer signed 
an agreement lall.t September 27th, resulttDi 
In tlj.e modification of his plans to conform 
to river way guidelines. 

Although this project w!MI 8toAlSd In .tune, 
there Is nevertheless no assurance today that 
another developer could not attempt tb1>l'e88 ' 
for a similar project and win eve.> In the 
courts. 

It 18 against this backdrop that toda,"s 
hearing takes place, Less than a month attep 
the agreement with the developep ~ 
reached, two new .obstacles emerged 'to je0-
pardize the l~ed4ate goal of oomp1etlll8 •• 
master plan and iJllplementin& the ~ .. 
tlon program. The first ~d relAt1v~ 
probleljlA W!¥I, j;~ ~t101pated '~".'" 



eUVlr&llment",1 lUII-.... i. stf\tomont on the 
projeot. '1110 RUl'(llld f\nd by rl\l' tho moot ROt'I­
OUII obstacle WI\.~ tho dlHcovory or 1\ ml\jor 
denclency In the fuudlng tor the federAl 
share of the progrrun. 

The Initial estimate of the cost of the 
project W88 developed by the Bureau ot Out· 
door Recreation. It was based upon the aver­
I\ge per I\cre price of land In the St. Croix 
Valley. Neither the Congress nor the States 
h.ad any reason to question this estimate of 
$7.275 million for acquisition and develop­
ment ·ln the federal zone, and thIS tl.gure was 
Included 1\8 the authorlzl\tlon celling In t~e 
Lower st. Croix River Act. Only later, after 
more detailed appraisals, did we dIScover 
that the actual coot, based on the price ot 
land per front foot along the river, would 
be much higher. 

This discovery on October 22, 1973 
prompted G overnors Wendell R. Anderson 
and Patrick Lucey to write the following 
letter to the Secretary ot the Interior. 

" As you know, the State governments of 
Minnesota and Wisconsin are participating 
with your Department through the National 
Pa rk Service in the formulation of the 
Federal-State Comprehensive Master Plan 
f or the protectton ot the Lower St. Croix 
River under P.L. 92-560. 

" We are , however, distressed that the 
funding provided by last year's Lower st. 
Croix River Act tor acquisition and develop­

.ment of lands in the 27-mUe federfllly ad­
ministered river zone appears to be lllJ\de­

'quate. Nearly two-thirds of that segment 
will have to be controlled through a trag­
mented system o.f local zoning codes, rather 
than through full or partial publlo interest 
In lands by your department: We are con­
cerned as to how this serious gap occurred 
since there seemed to be no question at the 
State or Federal levels during negotiations 
on the bUt that the $7,275,000 sought tor the 
federa.lIy IOminlstered segment would be 
su.(ll.c1ent to protect the tull 27-mUes of the 
river valley through fee or easement pur­
chase on river front lands, except within 
four small municipalities and State-owned. 
areas." 

Tbe Governors requested Secretary Mor­
ton's assistance In seeking IOdltlonal funds 
trom the Congress. But in Its reply , da.ted De­
cember 6th, the Department rejected this 
plea and effectively told the Stat;es that not­
withstanding the federal commitment to 
protect the zone, Minnesota and Wisconsin 
would. have to assume the tull responslbUlty 
for preservation of two-thirds o[ the federal 
aeglJlent. 

Interior's letter prompted members of the 
IoUnneeota and WlscollSIU Congressional 
Delegations on December 20th to request 
.. meeting with Ronald H. Walter, Director 
or tlle.Natlonal Park Service. 

Th.- meeting was held In the Capitol on 
February 6, 1974. Assistant Secretary John 
Kyl, Dr. 'Rlchard Curry, Robert Chandler, 
Richard Whittpen and others represented 
the Department of the Interior. Governor 
Wendell R . Anderson, Commissioner Robert 
Herbst and Assistant Commissioner Archie 
Chelseth of the Minnesota Department of 
Natural Resources a.ttended on behalf of 
Minnesota. Farnum Alston appeared for Gov­
ernor Lucey and James Ha.rrlson and James 
.fohnBon for the Minnesota-Wisconsin 
Boundary .Area Commission. Finally, Sena­
tors Nelaon, Humphrey and myself and Rep­
resentatives Blatnik, Fraser, Karth, Qule and 
Thomson took part In the discussion. 

our common goal was to seek assurances 
of Administration support for legislative ac­
tion to afford adequate and timely funding 
for the project at a level which would 
guarantee perpetual protection of the entire 
river coqldor. We also sought an assurance 
tbat bilh priority handling would be granted 
by the Department at all levels for both the 
completion of the environmental Impact 
atatement and the approval ot the master 
piau. . 

At this point I should like to have Inserted 
in the hearing record a copy 6f a letter from 
Assistant Secretary John Kyl received by 
each of the Congressional partiCipants In the 
February 6th meeting. This letter Indicates 
Ulat '18,775,000 would be required to carry 
out a program of full protection for the 
entire 27-mIle federal segment ot the river. 
Tbla estlmate is, incidentally, based upon 
t,be level of protection env1. .. ~loned by the 
Congress when the Lower st. Croix River 
Act WM passed. At that time a conceptual 
development plan hlO been prepared by the 
federal-state Lower St. Croix study team and 
made avaUable to members ot the Congress 
and the publlc. This plan appears on page 
lQ3 of the Interior Committee's hearing re­
COI'4ed on S. 1928, the Lower st. Croix River 
Act. It shows federal acqUisition of lands on 
both I!ldes of the river throughout the upper 
12-mIle segment of the river class11led 
recreational, 

Unquestionably, thls Is the program for the 
federal segment which the States and the 
Congress had in mind when the Lower St. 
Croix ;RIver Act was passed. 

Turning back to Secretary Kyl's letter, we 
find whil.t I believe to be tacit recognition 
ol the total inadequacy of a program, basecl 
on the f7.275 ceiling, which would rely on 
Jocal _lIOnlng aa the 801e .tool for protection 
of the lower 17 miles of the federal segmeni 
of the river. 

MslatOJ.l t 600rotal'Y ](yl .tatee: 
"In roapon60 to your ouggosLioll tlIl\t the 

d.rl\ft ml!JJter plan be modlfte<!. we are pre. 
paring An amendment to the master pJr.:u 
which would FOvide far th1!181ternaUv. ,.... 
gal'dlng the protection oTthe lower )'7 mHos 
of the Federal portion of the rlverway. The 
amendment would be appllcable If· IOdltlon­
al funding Is secured. However. I have un­
der advisement the following recommenda­
tions of the Land Planning Group: 

1. National Park Service be Instructed to 
direct tb,e tl.eld planners to reevaluate the 
·areas propooed for acquisition and to iden­
tify those area.q In the Federal sector of the 
Lower St. Croix tbat are under Immediate 
threat · and would be lost It acquisition Is 
not madeJmmedlately. 

2. The National Park Service begIn Imme­
diate acquisition with the money author­
ized by Public Law 92-560 ('7.275 m1l1lon) 
and to acquire on a first priority baSis those 
18 areas Identified by the States that are 
under immediate threat and would destroy 
the resources of the river. 

3. Whenever possible, less than fee title 
to the lands be acquired. 

4. The Department of the In.terior, at this 
time, submit a negative report on the legis­
lation H.R. 12690 (S. 3022), ·amending the 
lower St. Croix Act of 1972 untU there Is suftl­
c1ent evidence resulting from the National 
PMk Service acquisition ot the areas along 
the St. Croix to show that funds avallable 
under Public Law 92-060 are not sulllelent 
to carry out the acquisition program for 
these areas. 

5. As soon as It becomes evident and ex­
perience Is available tbat as a result of the 
land acquisition In the Lower st. Croix area 
that the oosts of acquiring the land will ex­
ceed the monies authorized for the acquisi­
tion, the Department should advise Congress 
that additional funding Is needed and re­
quest such IOdltlonal authorization and 
fWlds needed to carry out the acquisition to 
protect the resources of the Lower St. Croix 
according to Public La.w 92-560." 

Mr. Charlman, If It were possible to lOe­
quately protect the Lower St. Croix tor less 
than the f18 .7 million figure provided by the 
National Park Service, the sponsors of S . 
3022 would not have requested this hearing 
today. But it Is the unanimous view of the 
Goveroors ot Minnesota and Wisconsin, the 
Minnesota-Wisconsin Boundary Area Com­
miSSion, the St. Croix River ASSOCiation and 
Ito hoot ot conservation groups in the two 
states that It cannot. 

Without legislation to Increase the a.u­
thorlzation for the Lower St. Croix Protec­
tion Program, we are essentlo.lly fnced with 
two alternatives. The first alternative is re­
ll.ected in a dratt master plan prepared by 
state and Federal tl.eld representatives and 
submitted to the Departmental ornclals In 
W1\.Shington and PhUlOelphla on October 23, 
1973. The second alternative 18 that outlined 
in Secretary Kyl's letter. 

Mr. Chairman, I should Uke to have tn­
serted a.t this point in the Record a copy of 
the map which appears on page 145 of the 
draft master plan. This ma.p, entitled Fed­
~ral Boundary, 1llustrates the proposed pro­
t,Tam for protection of the federal 8egment 
ot the rlverway based on, a funding level of 
'7.275 million. As you w1ll note, the map pro­
vides for acquisition of land-and ellSe'Iliente­
In the first 10 miles of the federal zone to be 
classltl.ed Beenlc. However, except for th& 
propoeed purchase of a few acres for a vtsi­
tors' center above Stillwater, the plan pro­
vides tar no acquisition of land or easements 
along the' shore of the remaining 17-mIle 
stretch ot the federal rone. It Is this seg­
ment, which comprises almost two-thirds of 
the federal portion of the rlverway, that 
would be jeopardized unless an· &ddltion81 
authorlmtion 1.1 secured. For the' only con­
troW on land U8e In this area would be 
thl'9\lgh lI01ling, The reuon for reliance on 
zonlng In thla segment 111 clearly articulated 
on p~ 28 of the draft master plan, which 
states, "The provisions of Section 6 [Ceiling 
0IIl ApproprlatloQS) have exerted the greatest 
OO1l8~in~....,pr_rvinB a slgnl1loant por­
tion of.':ae Federal segment ot the rlverway." 
Simplt put, this mea.ns without more money 
the National Pork Service cannot do the job 
Congress directed It to do. 

'Here Ja why a lesser program wtll not work. 
In an area which Ia already beavny Im­
pacted by development, Zoning can be an 
adequate and appropriate tool to guide future 
development. But for areas that are essen­

. tlally natural In character, zoning authority 
" .not suftlcient to prevent the l~ of existing 
scenic and recreational values. 

National Park Service tl.eld personnel, as 
well lUI ·the Governors of Minnesota a.nd 
Wisconsin, recognized the Inadequacy of 
zoning powers to preserve scenic areas and 
commented . on page 33 of the draft master 
plan, "Given the level of funding authorized 
In Public Law 92-560, It Is not possible to 
acquire lands In fee or scenic eaeements In 
the Federal recreation zone without seri­
ously comprom1s1ng the preservation intent 
of the scenic zone." , 

In the absence of fee and easement ac­
quisition would compromise the preservation 
Intent in the scenic zone, It Is obviOUS that 
the laclt of such a.c:qulsltlon would serloUIIly 
leopar~ze protection for the 17-mlle federal 
recreation zon". 

The fcdurt<\ governmllD & "hol1ld not beli; 
tbe POMlUoll of abandoning all protecLlon or J 
two-thlrdft of the aren It IK 'tlppo"ed to Ad­
mlnleter In order to eave Ulo upper one­
third. While thoro 18 jl1l1t opaugh develop­
ment in the lower segment to require that 
It be legs.lIy defined &II recreational rather 
.thAn sell,.", .. " ... 1.I.1IL1'AOt.no..abnlput!aD.gi! 
In the river environment below the boundary 
between the two cl88lll1l.cations, On the con­
trary, the river maintains for the most part 
the Intimate ISland and slough setting and 
the essentlally unspoiled natural beauty 
which led to its dealgnatloq 116 e; compollent 
of the National Wlld and· Beenlc Rivers 
System. 

Regarding the adequacy of zoning, the 
draft master plan atates on page lSI: 

"Historically , • , zoning haa proven to 
~ be the weakest tool avaUable for the protec­

tion of rlverway corridors. At times, zoning 
laws cau..--be changed by political and eco­
nomic pressures, A few va.rl.ances. if Incom­
patible with the National Wild and ~nlc_ 
River Program, could Jeopardize the envtron­
mental quality of the Lower St. Or61x Rlve't­
way. In addition, it has been extremely 
dlfflcult In the courts to justify zoning prl­

·rnarlly on tbe basis of esthetics." 
Because of this prqblem, M1nneso.ta and 

Wisconsin In the management plan for the 
State administered segment of the Lower 
st. Croix wtil be purchasing eastlment~ on 
all riverfront property in private ownership_. 
outside of Incorporated Villages; and' In the 
case ot critical areas in the State zone, ease­
ments would be sought even within incor" 
porated municipalities. 

In. conSidering the potential ell'ectlveneas 
of Interior's draft master plan, It Is im­
portant to note that either fee title or ease­
ment wlll be purchased along the upper 
10 miles and that at a m1nlrnum easemeJ),ts 
w1l1 be purchased by the States In the loWer 
25 miles of the river. This leaves a 17-mll.e 
gap in the protective program where only · 
zoning, the weskest preservat ion tool , stands 
between the developers and the scenic char-

- acter ot the rlverway. It IS inevitable that all 
. of the c;levelopment pressures along the rlTer 
would be funneled Int" this 17 -mile gap, 
and It Is to combat these Tery pressures that 
the Congress designated the Lower st. Croix 
tor preservation. 

A study developed by the Mlnnesota-Wis­
consin Boundary Area Commission has re­
l'ealed some 19 'current proposals for de­
velopment along the Lower St. Croix . Six of 
these proposals Involving 8280 acres are 81-
retody targeted for the 17-tnUe unprotected 
corridor in the tedexal moDe, Th.,. wo,wf­
involve IlOO or more unlte 0If hOUlling .,.ad. , 

commercial reoreatlon co~plex wl1lh ~ 
constt'uctton of a hotel and restaUrant fll:­
c111tlee for BkUllg and a tralls network, 

These proposals ,were brought to the at­
tention of Departmental and Park service of­
ficials !lot the February 6th meeting, and it 
111 the Information presented at this briefing 
that provided the impetus for the alterna­
tive recommenda.tlons of th~ Land Plannlng 
Group discussed in Secretary Kyl's letter. 

That alternative contemplates a program 
of spot purchases ot easements where possible 
and of lanlis where necess8l'Y to protect 
areas throughout the 27-mlle federal segment 
of the rlverway. But because of limitations 
on progrll.1Il funding, such a plan would nec­
essarlly In"olve compromising the preserva­
tion of the upper 10-mile scenic segment of 
the river. And In the absence of a guarantee 
of . full protection for even two small con'.. 
tlguous segments of the federal zone. the de­
velopers would be given an invitation to 
speculate on properties througnout the up­
per 27 miles of the river. By moving from 
one potential site to another betore the 
Park Service could react, It would be the de­
velopers, rather than the federal governmeDt, 
who would dictate the fate of the river. Thus, 
without any form of overall guidance, such .~ 
a program would result in 1\ checkerboard 
pattern 01 developed and lICenlc ar9as with 
no ratlo.nal relation to the spirit of preeer­
vatlon which Is basic to the wild and scenic 
·rlvers system. 

The lower St. Croix R.ver program: de­
pends for lte .success on the cooperation of 
Federal, State and local government. Each 
level must do Its share or the entire elfort 
wUl collapse. The States of Minnesota and 
Wisconsin have each passed implementing 
legislation to assure that they have the au­
thOrity to Safeguard the segtnent Qt the river 
entrusted to their administration. Both 
States are committed to purohase easements 
and to manage existing Stat.e owned lands In 
a ma.nner which will provide tor the per­
petual preservation ot this unique resource. 

' It Is now for the fedcral.government, ror 
...the Adminlatratlon and the Congress, to live 
up to their part of the agreement. A plan 
to ut1l1ze the $18.775 million In funding ha.8 
alrelOy been prepared. It Is relOy for im­
plementation as soon as Congress gives the 
word. The ·bm before you toda.y to cMry out 
this plan has the support of the Governors of 
the two States, ot the Minnesota-Wisconsin 
Boundary Area Commission, of the St. Croix 
River Association representing local resi­
dents, and of state and national conserva­
tion groups. 



The responslblllty lies here with us today. 
I f\lIl hopeful that this Committee and the 
Congress will react swiftly and favorably. 
There is not much time left, and It would 
be a tragedy for the citizens who have worked 
so hard to secure protection for the Lower 
S t . Croix t o have the battle lost at this late 
stage tor lack of funds. But above all, It 
would be a tragedy for the river and for the 
mllllofu; of people who are by law entitled 
to use and enjoy It. 

There Is no need for extended debate on 
~hls legislation. We are dealing not with a 
question of priorities, but of our obligation 
to honor our own commitment firmly written 
luto the Lower S t. Croix River Act. We must 
meet t his obligation. 

TESTIMONY OF S ENATOR WALTER F . MONDALE 
ON UPPER MISSISSIPPI ANn .KETTLE RIVERS 
Mr. Chairman, I am grateful for this op­

portunit.y to appear before the Committee 
to testify on behalf ot wild and scenic rivers 
system studies of two outstanding livers III 
Illy State. 

The first river I should like to lilscuss 
hardly needs an Introduction, It Is the best 
known river In the United states, the Mis­
siSSippi.. Por most of Its 2,350 mile length the 
l\llssissippl today could scarcely be consid­
ered an untouched natural resource. In many 
areas It has been heavily Impacted oy pollu­
tion. Competing commercial uses have by 
and large overshadowed attention to the rec­
reational potential of the iiver. But, wind­
ing from Its source at Lake Itasca south to 
the City of Anoka, Minnesota, the r'lver of­
fers opportunities for visitors to enjoy a 
variety of wild, scenic and. recreational qual­
Ities that are among the finest In our nation. 
In t h is area the river stm warrants Mark 
Twain's d escription, written nearly a cen­
tury ago: 

"The majestiC bluffs that overlook the 
river, along through this region. charm olle 
with the frace and variety ot their forms, 
and the soft beauty of their adornment. The 
steep verdant slope, whose base Is at the 
water's edge. Is topped by a lofty rampart of 
broken, turreted rocks, which are exquisitely 
rich a nd mellow In color-mainly dark 
browns and dull greens, but splashed With 
other tints. And then you have the shining 
river, wlndlng here and there and yonder, 
Its sweep Interrupted at Intervals by clusters 
of wooded islands threaded by silver chan­
nels; and you have gUmpses of distant v1!­
lages, asleep upon capes; and of stealthy 
rafts ' sllpplng along in the shade of the for­
est walls; and of white steamers valllsh"itig 
around remote pOints. And it Is all as trait­
qul! and reposeful as drea.mland, and has 
nothing this-worldly about It-nothing to 
hang a fret or a worry upon." 
. Today, as It was a century ago, It Is pos­
sible to fioa.t down stretches of the Missis­
Sippi's still serene waters, to enjoy untouched 
forests and plains, and to swim and fish ' fn 
water of superb quality. 

Whether for its fish and Wildlife, ' geologic, 
scenic, wild, historic or recreational values, 
the Mlsstsslppl River In Minnesota fully sat­
Isfies the criteria for recognition under the 
National Wild and Scenic Rivers Act. 

Throughout Its 330 mile course from Lake 
Itaska to Anoka, the river offers a great 
variety of scenic and recreational advan­
tages rivaling those provided by the finest 
rivers In America. 

From the standpoint of a wlld river ex­
perience. we find Itasca State Park at the 
source of the Mississippi, embracing roughly 
50 square mlles of exceptional wilderness, 
forested wlth virgin Norway and white pine. 
The Chippewa National Forest adjacent to 
the MissiSSippi offers miles of clear north­
ern wat~r with excellent stands of pines and 
an abundance ot wlldllte. Rugged beauty can 
be seen near Ball Club Lake where the river 
becomes exceedingly tortuous, and a double 
stream of water encloses a series of large 
Islands In Its sinuous folds. 

The early history ot Minnesota and the 
conquest of the frontier unfold mile by mlle 
along the river way. AnCient Indian mounds 
and battlefields, early routes of exploration , 
pioneering trading posts and Fort Ripley, 
Minnesota's second oldest military post, can 
be found along the banks of the MississippI. 
Here Zebulon Pike, Sleur DuLuth Father 
Hennepin and Jonathan Carver set ~ut upon 
their historic voyages. 

The geologic origin of Minnesota are also 
traced along the Mississippi from the ancient 
bed of glacial Lake Aitken, where the river 
meanders across a broad alluvial plain to 
the glacial tnl. stretching south toward st. 
Cloud Imd further downstream to the Anoka 
Sand Plain where fine sand through the 
years has tormed striking dunes visible from 
the river. 

At least 52 durerent species of fish have 
been Identified in the Upper Mississippi, In­
cluding Walleye Northern Pike, Yellow Perch, 
Smallmouth Bass, Black Crappie, and even 
Muskle. Wildlife of a1l shapes and sizes 
abound In the river valley, and rare and 
endangered species native to the North Cen­
tral Region of the United states are fre­
quently slghlied there. 

The entire river segment proposed for 
studv under the National Wild &nd Scenic 

Rivers Act Is draped by unpara1leled scent"ry . 
Clear, tree-lined lakes, waterfalls, pine for­
ests and valleys offer at times a quiet, at 
times a spectacular view of the river as It hlU< 
remained untoUChed for centuries. 

Even the community of St. Cloud, one of 
the moot developed along this stretch of the 
river still largely fits the description of a 
SPef:lal correspondent from Harpers Maga­
zine who wrote the following In 1859: 

"St. Cloud is today of only three years 
gTOwt h aud though it. has a couple of fine 
hotels, a large number of stores and Is taste­
fu1ly laid out, It Is less remarkable for Its 
size, Its rapid progress and the good 'quallty 
of Its components than for Its natural beau­
ties and picturesque location . It stands on 
a hlgp wooded bluff, at tile bend of the Mis­
sissippi , and Is on all sides surrounded by 
trees." 

Some 1700 resorts located wlthln easy ac­
cess of the river attest to the appeal this 
area holds for recren tlonlsts. The Mississippi 
offers opportunities for fi shing, camping, hik­
Ing, canoeing, swimming, boating und many 
other water based sports. 

Given the proximity of the Upper Missis­
sippi to the Twin CIties Metropolitan area 
and to the Duluth-Superior ports, the de­
mand tor such recreational IICtlvltles Is lllgh 
and rapidly gTOwlng. 

But the Increasing recognition of the Up­
per MIssissippi as a high quality recreational 
resource constitutes a threat to the very 
values people admire. This Is especially true 
In the counties nearest Minneapolis-St. Paul 
where the character of the river valley Is ex­
pected to rapidly change from agrlculturel 
to reSidential-commercial. Anoka, at the 
southern boundary of the proposed study 
zone, Is , according to the latest figures , the 
fastest growing county In the State. To get 
an Idea of the tremendous development pres­
sures on the river, one need look only to the 
figures on bulldlng pennlts and plats In 
1973. For Wright County there were 90 such 
permits and 14 plats containing up to 250 
lots per plat In 1973. For Stearns County 
there were 181 permits and 15 plats. In Sher­
burne county there were 160 permits and 6 
plats. Existing plats alone could lead to 10,000 
or more new housing units In the lower seg­
ment of the valley. 

Recognizing thil priceless value of therlver 
corridor, local units of government have tried 
to provide protection through the only mech­
anism avallable to them-zoning. Neverthe­
less, with scores of vUlages, counties, and 
townships Involved, the difficulties of achiev­
Ing a common a.nd effective ronlng standard 
are obvious, Under these circumstances the 
accepted level of protection often becomes 
the lowest , rather than highest, common de­
nominator; for the mistake of one munici­
pality wUl inevitably jeopardize the best 
efforts of all. 

The State ot Minnesota, In approving the 
1973 State WlId and SceniC Rivers Act, offi­
cially responded to the obvious need for ac­
tion on 'behalf of rivers that possess out­
standing natural values. The Upper Missis­
sippi was selected as one of 16 rivers In the 
State for study for possible protection under 
the Act. At the present time, the Minnesota 
Department. of Natural Resources is moving 
forward on the evaluation of the Mlsstsslppl 
between Anoka and St. Cloud-the segment 
that Is under the most Intensive pressure 
for development. 

But this study In Itself constitutes a for­
mlda'ble task for the M1nuesota Depar\ment 
of Natural Resources, and even after the 
State study Is complete, there are severe 
limitations on the ab\JIty of the Department 
to effectively control development along the 
river. Curren~ly, there are no funds whatso­
ever for &cqUlsltlon, and the state lacks the 
condemnation authority provided under the 
National WUd and Scenic Rivers Act. Volun­
tary cooperatton on the part ot thousands of 
private landowners and countless ,:ommunl­
];\E;a W'OJlIU De reqUlrea W prese"ethe Missis­
sippi under such circumstances. But wlthou~ 
the resources to check the actions of unscru­
pulous developers or the abUlty to offer com­
pensation to private landowners for protec­
tion of the corridor through purchase of 
scenic easements, It Is unrealistic to· expect 
that such 'a degree of cooperation could be 
a~hleved. . 

I have received Indications from the In~ 
terlor Department that they are not prepared 
Lo support S. 2443. As I understand It, they 
are unwUllng to assign priority to a study 
of the Mlsslsslppl because they believe that 
the section of the river above St. Cloud does 
not need additional protecton, and the seg­
ment below St. Cloud Is developed to such 
an extent that It does not warrant protection. 
There Is ample evidence to diSpute both con­
clusions. 

Anyone who has tra.velled the Mlsslpslppl 
between St. Cloud and Anoka knows that 
It possesses natural qualities that are nearly 
unique In a river located 80 near a major 
metropOlitan area. There are thickly forested 
stretches In this segment that provide a near 
Wilderness experience for visitors. The waters 
team With fish, and scenic bluffs overlook 
the Mississippi's broad expanse. These quali­
ties exist today, but they will not exist for­
ever unless action Is taken to protect them. 

Turning to the argument that the portion 
of the river about St. Cloud Is not In need 
of study, I would like to call the Committee's 
attention to letters from government officials 
In thiS region that I will submit for the 
record at the end of my statement. Officials 
representing the communltle6 of Brainerd, 
Crow Wing County, St. Cloud, Pine River, 
Little Falls and Itaska County have aU indi­
cated that they feel the study Is not only 
warranted, but necessary. 

The choice Is therefore not ~tween Fed­
eml protection or State and local protection. 
The choice Is between a major etfort--utl­
llzlng the ' resources of Federal, State and 10-
eal units of government-or a minor effort to 
preserve the last relatively unspolled pOr­
tions of our country's moot famous and most 
beloved river. It Is obvious that this choice 
warrants the careful study contemplated 
by S. 2443, For these reasons the Governor 
ot Minnesota and the Dep!l.rtment of Natur&l 
Resources, the Twin Cities Metropolitan 
CounCil, conservation groups InCluding the 
American Rivers Counell, the Minnesota 
Wildlife Federation, the National Audubon 
Society, the Sierra Olub, the lzaak Walton 
League, and valley residents re-presented by 
the Central Minnesota supporters of the 
Wild and Scenic Rivers Act, have all ex­
proosed. their enthUSiastiC endorsement Of 
this proposal. For these reeeons I am hope­
ful that It wlU receive favorable considera­
tion by the Committee. 

Mr. Chairman, I Should like to have in­
cluded In the hee.rlng record copies of letters 
whICh I have received from residents of the 
Mtsstsslppl Valley 9obout the river, the advan­
tages It offers, and the pressures that 
threlloten to destroy It. 

The second nver I would like to dIsCuss 
today Is the Kettle River. Also located In 
Minnesota, the Kettle Is essentially a Wi1d 
river area with only a few sea.ttered dwellings 
throughout most of Its length. 

Originating In Carlton County. the rivet 
winds Its way southward' toward the town 
bearing Its name where It fu>ws some 57 miles 
to empty Into tJ;l.e st, Croix. 
It Is a spectaoUlar .area with a national 

reputation for Its excellence as a white wa­
ler canoe river. Rapids Interspaced with long 
tmnqull pools olfer a ohallenge to even the 
most expetlenced canoeists, as well as a 
_ ilonce for quiet re.flectlon, 

Deep gorges, motalnes, .gJaolal outwash, 
,Iains, kettle holes and' caves Ulllstrate the 

:-'3clal geology of the area, 
Deer, muskrat, beaver, herons and hawks 

are only & f~yr examples tXt the abundan~ 
wildlife that inhabit the V1I.l1ey. i n -t he clear ' 
waters of the Kettle,. fishing Is excellent, es­
pec\aUy tor :waUeyes, sturgeon and small 
mouth bass . 

From Its headwaters In Carlton county, 
the Kettle fiows In a generally north-south 
direction. For the first six miles the rlvjlr 
fiows through al1 area of glacial moraines 
where pools and rapids are cl06ely Inter­
spaced. Heavy forests ot aspen and birch, 
dotted with occasional stands of Norway and 
white pine, extend almost to the water's 
edge, enclosing the river and creating an In­
timate and Intensely natural setting. 

As the river wldens, the pools and rapids 
become longer and deeper. Islands become a 
dominant feature of landscape, and the maln 
channel soon becomes difficult to distinguish, 
Below the point where the Moose River Joins 
the Kettle, the ever-widening stream fi01V6 
through a valley of farmland and open 
woods. 

At Banning State Park the Kettle ftows 
through a gorge approximately 130 feet deep, 
which torms the nationally celebrated Hell's 
Gate Rapids. These rapids, approxlm&tely one 
mile In length, consist of four major drops 
of about five feet each. I should like to have 
Inserted In the hearing record an article by 
Mike Link, resident naturalist of the Kettle 
River area., about the HeU's Gate. As Mr. Link 
describes, this breathtaking scene : "The 
waters from the Kettle take their time ap­
proaching the rapids, but once they reach 
the canyon, they take off on a terrific down­
hill run that seems to explode through the 
canyon." The enthusiasm expressed by this 
writer Is fully justified for a river that offers 
rapids as exciting to the veteran canoeist as 
It does to the novice. 

Further downstream the river paf1Se8 
through several short rapids and pools of up 
to 20 feet In depth. It widens out below this 
point to a series of rapids that are of mod­
erate dlfDculty and 'very popular with 
canoeists. - . 

Nearly two-thirds of the Kettle River basin 
is forested. There are ~me farms along the 
river and a number of smalJ communities. 
From the town of Sandstone some 118 md. 
to the mouth of the Kettle at the St. Crol.&, 
there are only about five homeS visible from 
the river. . 

A number oft factors have helped to ma,ln­
taln the Kettle as a wild river. Past concen­
tration of development Interest In the S~, 
Croix coupled with the Kettle'll low l~ 
character and lnaccesslb1l1ty have helpe4 to 
discourage ~arge-8CIIIle development. Public 



Ian ownership In the General C. C. Andrews 
State Forest, Banning State Park, the Sand­
stone Game Refuge. Chengwatan State For­
est and St. Croix state Park has helped to 
protect the primitive values of the area. But 
by far the greatest contribution to the pres­
ervation of the river has been made by many 
private landowners who have traditionally 
been unwilling to sell to developers. 

Nevertheless. conditions favoring future 
development of the Kettle are rapidly emerg­
Ing. Two-thirds of the land along the Kettle 
Is in private ownership. Taxes are escalating, 
and It is becoming more and more expensive 
for people to maintain undeveloped prop­
erty. The populous Twin CIties and Twin 
Ports areas are exerting Increased pressure 
for second home development, and visitor use 
In the major state Parks along the Kettle 
has tripled during the past five years. Finally, 
new pubUc ownership of the St. Croix wlll 
Inevitably heighten development Interest In 
the Kettle. . 

Like the Upper Mississippi, the Kettle River 
has been deSignated for study under the 
Mihnesota Wild and Scenic Rivers Act. The 
State study is now nearing completion, and 
all indications are -that the Minnesota De­
partment of Natural Resources will be pre­
pared to move ahead with a program for the 
Kettle. 

owever, the Department of Natural Re­
sources faces many of the same problems 
with the Kettle as It does with the Mlssls- ­
slppl. In the case of rivers that are of pur'-ly 
state, rather than national significance. the 
tools available under the Minnesota Wild and 
Scenic Rivers Act should be adequate. But a 
wild river like the Kettle deserves at the very 
least a federal study as envisioned In m y 
bill. 

Aside from the beauty and quality of t he 
recreational opportunities afforded by the 
Kettle, there Is alro Significant national In­
terest already established on this river by 
virtue of Its status as a major tributary of 
the St. CroUt. Like the Namekagon, the other 
principal river fiowlng Into the St. Croix. the 
Kettle Is unspoiled. Like the Namekagon. 
the quality of the waters contributed by the 
Kettle wlll have a major Impact on the St. 
croix. Like the Namekagon, the Kettle Is 
within easy reach of the Twin Ports of 
Duluth and Superior, and It is easily accessi­
ble to the 1.8 mlllion residents of the Twin 
Cities metropOlitan area. But unlike the 
Namekagon and the St. Croix, the Kettle 
today exists without any form of national 
protection. 

A study of the features of the Kettle most 
deserving of national protection Is clearly 
warranted. The fact that the state study Is 
now almost complete should not serve as a 
deterrent to action. bu rather as a means 
to expedite a federal evaluation. The work of 
the federal study team would be greatly 
!acUitated by drawing upon the analysis al­
ready done by the Minnesota Department of 
Natural Resources. This study, I would hope. 
would focus primarily on what the appro­
priate roles of Federal, State and local gov­
ernment should be In providing for an eJfec­
tlve preservation program. If the study find­
Ings reveal that the state of MInnesota has 
all of the financial and management tools 
required to avoid any destruction of the 
scenic and primitive values of the Kettle, the 
federal government's responslbUlties might 
be confined merely to recognizing the unique 
nature of this resource. But It the study re­
veals that federal back-up protection is re­
quired to safeguard the Kettle, then an ap­
propriate State, Federal and local govern­
ment management program could be devised. 

Local residents, government offiCials. and 
the Governor of Minnesota have communi­
cated to me their strong support for this type 
of study. I should like to have iuserted In the 
hearing record a sample of the letters I have 
received attesting to this support. During the 
henrlng you wUl henr the American Rlvt'rs 
Council endorsemeu t of the proposal. 

One of the arguments that might be raised 
by some officials lu Washington against fed­
eral studies of the Kettle and even of the 
MiSSissippi Is that since Minnesota already 
has a State Scenic Rivers Act, why should 
the federal government become involved with 
these rivers? The Minnesota program was 
passed with two views In mind. one of pro­
tecting those rivers which are strictly of 
State slgnlflcance, the other of providing 
essential Interim protection for nationally 
significant rivers until they can be conSid­
ered for inclusion In the Federal WUd and 
SceniC Rivers System. 

Should the federal government adopt the 
view that rivers should be precluded from 
national consideration because the States 
have tried to provide some Interim help, this 
polfcy -would undoubtedly hasten the de­
struction of critical resources. It anything. 
our pollcy should be the reverse; we should 
encourage the States to act whenever 
possible. 

At the beg1nnlng of my statement I 4uuted 
Mark Twain, who said of the MisS1ssfppl: 

"And It is all as tranquil and reposeful as 
a dreamland, and has nothing thl8 worldly 
about It-nothing to hang a fret or worry 
upon." 

TTnlp.ss we do a bft of worrying about rivera 

like the MiBsl.sslppl and tranlllMe our concern 
into action. the tranquUlty 1Ul<l resx- of 
which Twain 80 eloquently spoke COUld all 
too literally become but dreams and dlstan1; 
memories. 

I hope that the Committee wm act 
promptly and p081tlvely on Itudiee of the 
Mlssl88lppl, the Keitle. and the many other 
deserving rivera that are under consideration 
today. 

t 
I' 
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By Mr. MONDALE (for himself, 
Mr. PACKWOOD, Mr., BENTSEN, 
and Mr. JAVITS) : 

S. 4082. A bill to amend the Social Se.­
curity Act to establish a consolidated 
program of Federal financial assistance 
to encourage provision of services by the 
States. Referred to the Committee on 
Finance. 

SOCIAL SERVICES AMENDMENTS OF 1974 

Mr. MONDALE. Mr. President, I am 
pleased to introduce on behalf of myself 
and Senators PACKWOOD, BENTSEN, and 
JAVITS, legislation designed to end the 
long and bitter struggle over the future 
of the social services program, which be­
gan 'with the announcement of proposed 
new HEW regulations over 1 % years ago. 

By sharply restricting eligibility, by 
excluding many services, by excluding 
use of privately contributed funds, these 
proposed new regulations threatened to 
fundamentally change the nature of the 
services program. In the past months, 
Congress has twice acted to suspend 
implementation of these regulations or 
modifications of them. 

Yet, today, I am happy to be able to 
praise the constructive and cooperative 
spirit shown by the Department of 
Health, Education, and Welfare in work­
ing with my office and a broad range of 
interested groupS and private agencies 
over a period of almost 6 months. To­
gether, I believe we have produced a 
fundamentally sound bill, which would 
preserve State fiexibility which has al­
ways characterized social services pro­
grams-and which at the same time 
maintains the Federal accountab1lity 
which is the hallmark ofa successful 
r'E'deral-Sta_~e partnership. 

Under our bill the goals of the program 
are established as: 

First, achieving or maintaining eco­
nomic self-support to prevent, reduce, or 
eliminate dependency; 

. Second, achieving or maintaining self­
sufficiency, including reduction or pre­
vention of dependency; 

Third, preventing or remedying neg­
lect, abuse, or exploitation of chUdren 
and adults unable to protect their own 
interests, or preserving, rehabU1tating, or 
reuniting families; 

Fourth, preventing or reducing inap­
propriate ' institutional care by provid­
ing for community-based care, home­
based care, or other forms of less inten­
sive care; or 

Fifth, securing referral or admission 
for institutional care when other forms 
of care are not appropriate, or provid­
ing services to individuals in institutions. 

This legislation is based on the old­
fashioned notion that dignified work is 
better than welfare, that independence 
and self-sufficiency are better than life 
in a state-supported home. 

By providing child care to children of 
working parents, the program can re­
duce the welfare rolls. By providing hot 
meals and home visits, the program can 
help the elderly to live normal lives in 
their own homes, and to avoid institu­
tions which cost the taxpayer far more 
than these modest services. By providing 
treatment to alcoho11cs and drug addicts 
and special help t.o the handicapped, the 
retarded Rnd emotionally disturbed, the 
program can help thousands each year 
gain more productive, financially inde­
pcndcnt and usefulUves. 

- --~. 

Senate 
Mr. President, this is important legis­

lation. It will govern our largest single 
domestic social program. I h9pe very 
much that those who have worked so 
hard to develop and improve this bill­
and others interested 'and committed in 
the area of human services-will suggest 
improvements where they are needed in 
this legislation, and help us to achieve 
enactment of this bill in the present ses­
sion of Congress. 

Mr. President, I ask unanimous con­
sent that the text of this legislation, a 
brief summary of the bill, and press re­
lease issued today by HEW Secretary 
Caspar Weinberger may appear in the 
RECORD at the conclusion of my remarks. 

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

S.4082 
Be it enacted by the Senate and the 

House 01 Representatives 01 the United States 
01 America in Congress assemble4, That this 
Act may be Cited as the "Social Services 
Amendments of 1974". 

SEC. 2. The Social Security Act is amended 
by Inserting at the end thereof the following 
new title: 
"TITLE XX-GRANTS TO STATES FOR 

SERVICES 
"APPROpaIATION AUTHORIZED 

"SEC. 2001. For the purpose of encouraging 
each State, as far as practlca:ble under the 
conditions In that State, to fl1,rnlsh services 
directed at the goal of-

"(1) achieving or maintaining economic 
self-support to prevent, reduce, or eliminate 
deJ>~ndency, 

"(2) aChlevlng- or maintaining self-suffi­
ciency, including reduction or prevention 01 
dependency, 

"(3) preventing or remedying neglect, 
abuse, or exploitation of chUdren and adults 
unable to protect their own Interests, or 
preserving, rehll<bl11tatlng, or reuniting 
families, ' 

" (4) preventing or reducing inappropriate 
InstitUtional care by providing for commu­
nity-based care, home-based c",re, or other 
forms of less intensive care, or 

"(5) securing referral or admission for In­
stitutional care when other forms 01 care ",re 
not appropriate, or providing services to In­
dividuals In institutions, 
there Is authorized to be appropriated for 
each fiscal year a sum sufficient to carry out 
the purposes of this title. The sums made 
available under this section shall be used 
for m8.klng payments to States under sec­
tion 2002. 

"PAYMENTS TO STATES 

"SE~. 2002. (a) (1) From the sums appro­
priated therefor. the Secretary shall, subject 
to the provisions of this section and section 
2003, pay to each State, for each quarter, an 
amount equal to 90 percent of the total ex­
penditures during that quarter for the pro­
vision of family planning services and 75 
percent of the total expenditures during that 
quarter for the provision of other services 
directed at the goal of-

"(A) achieving or maintaining economic 
self-support to prevent, reduce, or eliminate 
dependency, 

"(B) achieving or malntalnlng self-suffi­
ciency, including reduction or prevention of 
dependency, ' 

"(C) preventing or remedying neglect, 
abilse, or exploitation of children and adults 
unable to protect their own Interests, or pre­
serving, rehabUltatlng, or reuniting fl!.I1l1l1es , 

"(D) preventing or reducing Inappropriate 
Institutional care by providing for commu­
nity-based care, home-based care, or other 
forms of less Intensive care, or 

.. (E) securing referrnl or admission for 
Institutional care when other forms of care 
nre not appropriate, or providing services to 
Individuals In Instltutlpns, . 

Including expel;ldltures for administration 
(Including planning and evaluation) and 
personnel tro.lnlng and retraining directly re­
lated to the provslon of those services. Serv­
ices that are directed at these goals Include, 
but are not limited to, child care services, 
protective services for children and adults, 
services for chUdren and adults In foster care, 
services related to the managetp,ent and 
maintenance of the home, day care services 
for adults, transportation services, training 
and related services, employment services, in­
formation, referral, and counseling services. 
the preparation and delivery of meals, health 
support services, appropriate combinations 
of services designed to meet the special needs 
of children, the aged, the mentally retarded. 
the blind, the emotionally disturbed, the 
physically handicapped, and alcoholics nnd 
drug addicts . 

.. (2) No payment with respect to any ex­
penditures other than expenditures for per­
sonnel training or retralUlng directly related 
to the provision of services may be made un­
der this section to any State for any fiscal 
year In excess of an amount which bears the 
same ratio to $2,500,000,000 as the populn­
tlon of that State bears to the population 
of the fifty States and the District of Colum­
bia. The Secretary shall promulgate the limi­
tation applicable to each State for each fiscal 
year under this paragraph prior to Septem­
ber 1 of the preceding fiEcal year, as deter­
mined on the basis of the most recent satis­
factory data avaUable from the Department 
of Commerce. 

"(3) No payment may be made under this 
section to any State with respect to any ex­
penditUre for .the proVision of amy servicetO' 
any individual unless-

.. (A) the State's servj~' S program planning 
meets the requirement. 'J! section 2004, anti 

"(B) the final comprehensive annual serv­
Ices plan In effect when the service Is provided 
to the individual includes the provision of 
that service to a ' i:ategory of Individuals 
which Includes th~~ individual in the de­
scriptions required by section 2004(2) (B) and 
(C) of the servIceS to be provided under the 
plan and the categories of Individuals to 
whom the services are to be provided. 
The Secretary may not deny payment under 
this section to any state with respect to any 
expenditure on the ground that it Is not an 
expenditure for the provision of a service or 
Is not an expenditure for the provision of 
a service directed at a goal described In 
paragraph (1) of this subsection. 

"(4) So much of the aggregate expendi­
tures with respect to which payment Is made 
under this section to I\ny State for any fiscal 
year as equals 50 percent of the payment 
made under this section to the State for that 
fiscal year must be expende(1 for the provi-
sion of services to Individual&- , 

"(A) who are receiving aid under the plan 
of the State approved under part A of title 
IV or who are eligible to receive such aid, or 

"(B) whose needs are taken Into account In 
determIning the needs of an Individual who 
Is receiving aid under the plan of the State 
approved under part A of title IV, or who 
are eligible to have their needs taken Into 
account In determining the needs of an In­
dividual who is receiving or is eUglble to' re­
ceive such aid, or 

.. (C) with respect to whom supplemental 
security income benefits under title XVI or 
Sta.te supplementary payments, as defined In 
section 2007 (1), are being paid. or who are 
ellglble to have such benefits or payments 
paid with respect to them, or 

"(D) whose Income and resources are tak­
en into account in determining the amount 
of supplemental security Income benefits or 
State supplementary payments. as defined 
In section 2007(1), being paid with respect 
to all Individual. or whose Income and re­
sources would be t8.ken Into account in de­
termIning the amount of Buch benefits or 
payments to be paid with respect to an in­
dividual who ill eligible to have Buch bene­
fits or payments paid with respect to him, OT 

"(E) Me eligible for medical assistance 
,mder the plan of the state approved un­
der title XIX. 



"(5) No payment may be made under this 
section to any state With reepect to any ex­
penditure for the prov1sion of any service to 
any Individual Who Is receiving, or whose 
needs are taken Into account In determining 
the needs of an Individual who Is receiving, 
aid under the plan of the State approved 
under part A of title IV, or with re.spect to 
whom supplemental security Income benefits 
under title XVI or State lIupplementary pay­
ments, as defined In section 2007 (1), are be­
Ing paid, if any fee or other charge (other 
than a voluntary contribution) Is Imposed 
on the Individual for the provision of that 
service. 

"(6) No payment may be made under this 
section to any State with respect to any ex­
penditure for the provision of any service, 
other than an Information or referral serv­
Ice or a service directed at the goal of pre­
venting or remedying neglect, abuse, or ex­
ploitation of children and adults unable to 
protect their own Interests, to any individual 
who Is not an Individual described In para.­
graph (5) " and who Is a member of a fam­
ily the monthly gross income of which ex­
ceeds.--

"(A) If a fee or other' charge reasonably 
related to Income Is Imposed on the indi­
vidual for the provision of the aerv1oe. 115 
percent of the median Inc:ome of a fam1ly 
of four In the State, adjusted, in accordance 
with regulatiOns prescribed by the secretary, 

to take into a.ccount the Size of the fam!1r , 
or 

"(B) In any other case, the lower of­
"(i) 80 percent of the median Income of 

a family of four In the State, or 
"(II) the median Income of a family ot 

four In the fifty States and the District of 
Columbia, 
adjusted, In accordance with regulations 
prescribed by the Secretary, to take Into ac­
count the size of the family. 
The Secretary shall promulgate the mediall 
income of a family of four In each State 
and the fifty States and the District of Co­
lumbia applicable to payments with respect 
to expenditures In each fiscal year prior to 
September 1 of the preceding fiscal year. 

"(7) No payment may be made under this 
section to any State with respect to any ex­
penditure-

"(A) for the provision of medical or any 
other remedial care, other than family. plan­
rung services, unless It Is an Integral but 
subordinate part of a service described [n 
paragraph (1) of this subsection and Federal 
financial partiCipation with respect to the 
expenditure Is not available under the plan 
of the State approved under title XIX; or 

" (B) for the purchase, construction, or 
major modification of any land, building or 
other facility, or fixed equipment; or 

"(C) which Is In the fotm of goods or 
services provided In kind by a private entity; 
or 

"(D) which Is made from donated private 
funds, unless such funds-

"(I) are transferred to the State and are 
under Its administrative control, and 

"(II) are donated to the State without 
restrictions as to use, other than restrictions 
as to the services with respect to which the 
funds are to be used Imposed hy a donor 
who Is not a sponsor or operator of a pr0-
gram to provide those services, and/or the 
geographic area In which the services with 
respect to which the contribution Is used are 
to be provided, and 

"(111) do not revert to the donor's facU­
lty or use If the donor Is other than a non­
profit organization; or 

.. (E) for the provision of room or board 
(except as provided by paragrl!.ph (11) (B» 
other than room or board provided for a pe­
riod of not more than six consecutive months 
a.'l an Integral but subordinate part of a serv­
Ice described In paragraph (1) of this sub­
section. 

"(8) No payment may be made under this 
section with respect to any expenditure 1! 
payment Is made with respect to that ex­
penditure under section 403 or 422 of this 
Act. 

" (9) (A) No payment may be made under 
this section with respect to any expenditure 
In connection with the proviSion of any child 
day care service, unle8&-

"(I) In the case of care provided in the 
child's home, the care meets standards es­
tablished by the State which are reasonably 
in accord with recommended standards of 
national standard-setting organizations con­
cerned with the home care of children, such 
88 the Child Welfare League ot America. and 
the National Council of Homemaker-Home 
Health Aid Services; or 

"(II) In the case of care provided outside 
the child's home, the care meet8 the Federal 
Interagency day care requirements as ap­
proved by the Department of Health, Educa­
t ion, and Welfare and .the Office of EconomiC 
Opportunity on September 23, 1968, and in 
the case of care provided to a child under the 
age ot three, t here Is lilt least one oo.reg1ver 
for every two children under the age of three 
who Is responslIJ16 for the care of onl), those 
chUdren, except as provided in subparagraph 
.@l· . 

"(B) The Secretary shall submit to the 
President of the Senate and the Speaker of 
the House of Representatives, after Decem-

ber 31, 1976, and prior to July I, Ul77, an eval ­
uation of the appropriateness of the require­
ments Imposed by subparagraph (A) together 
with any recommendations he may have fOl' 
modification of those requirements, No ear­
lier than ninety days after the submission of 
that report, the Secretal'y may, b¥ regulation , 
make such modlflcatlons In the requirements 
imposed by subparagraph (A) as he deter­
mines are appropriate. 

"(C) The requirements Imposed by ,this 
paragraph are In lieu of any requirements 
that would otherwise be applicable under 
section 522(d) of the Economic Opportunity 
Act of 1964 to child day care services with 
1'espect to which payment Is made under this 
section. . 

"(10) No payment may be made under this 
section with respect to any expenditure for 
the provisions of any educational l!ervlce 
which the state makes generally available to 
Its residents without cost and without regard 
to their IncOlIle. 

"(11) No payment may be made under this 
section with respect to any expenditure for 
the provision of any service to any individual 
living in any hospital, skilled nursl.ng facil­
Ity, or Intermediate care facility (including 
any such hospital or faclllty for mental dis­
ease or for the mentally retarded), any prison. 
or any foster family home except--

U(A) any expenditure for the provision ot 
a service that (I) Is provided by other than 
the hospital, facility, prison, or foster family 
home In which the individual Is living, and 
(II) Is provided, under the State's program 
for the provision of the services described In 
paragraph (1), to individuals who are not liv­
ing In a hospital, skUJed nursing facility, In­
termediate care facUlty, prlscn, or foster fam-
Ily home, . 

"(B) any expenditure which Is for the cost, 
In addition to the cost of basic foster care, of 
the provision, by a foster family home, to an 
Individual living In that home, of a service 
which meets a special need of that individ­
ual, as determined under regulatloll8 pre­
scribed by the Secretary, and 

"(C) any expenditure for tJ;1e provision ot 
emergency shelter provlde~ to 1\ child, for not 
in excess of 30 days, ,as a protective service. 

"(12) No payment may be made under 
this section with respect to any expenditure 
for the provision of cash payments as a serv­
ice. 

"(13) No payment may be made under 
this section with respect to any expenditure 
tor the provision of any service to any in'" 
dlvldual to the extent that the provider of 
the service or the Individual reCeiving the 
service Is eUglble to 'receive payment under 
title XVIII with respect to the provision of 
the service. 

" (b) (1) Prior to the beginning of each 
quarter the Secret(t.ry shall estimate the 
amount ' to which a State will be entitled 
under this section for that quarter on the 
basis of a report filed by the state contain­
Ing Its estimate of the amount to be ex­
pended during that quarter with respect to 
which _payment must be made under this 
section, together with an explanation of the 
bases for that estimate. 

"(2) The Secretary shall then pay to the 
State, In such Installments as he may de­
termine, the amount so estimated, reduced 
or Increased to the extent of any overpay­
ment or underpayment which the Secretary 
determines was made under this section to 
the State for any prior quarter and with re­
spect to which adjustment has not already 
been made under this subsection. 

"(3) Upon the making of any estimate by 
the Secretary under this subsection, any 
appropriations available tor payments under 
this section shall be deemed obligated. 

"PBOG.8AM REPORTING, EVALUATION; ANn AD­
MINISTRATION BEQUDlEMElIITS 

"SEC. 2008. (a) Each State which partici­
pates in the program established by this 
title shall provide for the pubUcation by the 
chief executive ollicer of the state or sucb 
other olliclal 88 the laws 01 the state pro­
vide, within ninety days, or such longer pe­
r ioel as the Secretary may authonze, after 
the end of each services program year (as 
established uuder the requirementB of sec­
tion 2002(a) (3», ot services program re­
port prepared by the individual or agency 
designated pursuant to the requirements of 
section 2003(g) (1) (C) and, unless the laws 
of the State provide otherwise, approved by 
the chief executive ollieel' which describes the 
extent to which the services program of the 
State was carried out elurlng that year ill 
accordance with the annual lIervlces program 
plan for that year and the extent to which 
1,lle goals and obJJCtlves of the plan were 
achieved. -

"( b) Each State which participates In the 
program established by this title shall have 
a prograin for evaluation of the State's pro­
gram for the provision ot the services de­
scribed In section 2002 (a) (1) which confonns 
to the-descrlptlon of the evaluation activities 
to be carried out by the State contained In 
its current final comprehensive annual serv­
Ices program plan. 

"( c) Each State which partiCipates in the 
program established by this title shall sub­
mit to the Secretary, and make available to 
the public, information concerning the serv­
Ices described In section 2002 (a) (1) pro­
vided In the State, the categories of individ­
uals to whom those services are provided, and 
such other related information as th;e Secre­
tary may by regulation provide, at such times 
and In such form as he may by regulation 
provide. In establishing requirements under 
this subsection, the Secretary shall take Into 
account other reporting requirements im­
posed under this title and other titles of 
this Act. 

H(d) Each state which participates tn the 
program established by this title shall make 
available to the public, within one hundred 
and eighty days, or such longer period as the 
Secretary may authorize, atter the end of 
each services program year (as established 
under the requirements of section 2002(11.) 
(3», the report of an audit performed by-

"( 1) a private certlfleel public accountant 
or auditing firm utilizing certlfled public ac­
countants, the services of which have been 
secured In accordance with procurement 
standards prescribed by the Secretary, 

"(2) a publicly elected auditor utilizing 
certlfled public accountants, or 

"(3) an ollice representing the legislature 
of the State utilizing oertlfted publio ac­
countants, 
of the expenditures for the provision of the 
services described In section 2002 (a) (1) dur­
ing that year which seta forth the extent to 
which those expenditures were In accordance 
with the State's final comprehensive annual 
services program plan (as developed under 
the requirements of section 2002 (a) (3», In­
cluding any ,amendments thereto, and the 
extent to which the State Is entitled to pay­
ment with respect to those expenditures un­
der seCtion 2002. So much ot the report as 
relates to the extent to which the State Is 
entitled to payment with respect to those ex­
pendl tures under seotion 2002 shall be sub­
mitted to the secretary. 

"( e) Each State which participates In the 
program established by this tlUe shall !\Ssure 
that the non-federal share of the aggregate 
expenditures for the provisl.on of services 
during each services program year (as estab­
lished under the requirements ot sectlon 
2002(a) (3» with respect to which payment 
Is made under section 2002 Is not less than 
the non-federal share of the aggregate ex­
penditures for the prov1sion of those serv­
ices during the fiscal year ending June 30, 
1973, or the fiscal year t;nding June 30, 1974, 
with respect to which payment. was made 
under the plan ot the State approved under 

title I, VI, X, XIV, or XVI, or part A of title 
IV, whichever Is less. except · that the re­
quirements of this subsection shall not ap­
ply to any State for any services program 
year If the payment to the State under sec­
tion 2002, for each fiscal year any part of 
which Is Included in that services program 
year, with respect to expenditures other thall 
expenditures for personnel training or re­
training directly related to the proviSion 01 
services, equals the allotment of the State 
for that fiscal year under section 2002 (a) 
(2\' 

"(f) (1) If the f:.ecretary. after reasonable 
notice and an opportunity for a hearing to 
the State, finds that there Is a substantial 
failure to comply with allY of the require­
ments Imposed bY' subsections (a) through 
(e) of this section, he shall, except as pro­
vided In paragraph (2), notify the State that 
further payments wHl not be made to the 
State under section 2002 until he is satisfied 
that there wHl no longer be any such failure 
to comply, and until he Is so satisfied he shall 
m&ke no further payments to the State. 

"(2) The Secretary may suspend imple­
mentation of any termination of payments 
under paragraph (1) for such period as he 
determines appropriate and Instead reduce 
the amount otherwise payable to the State 
under section 2002 for expenditures during 
that period by three percent for each of sub­
sectiona (a) through (e) of this section with 
respect to which there was a finding of sub­
stantial noncompliance and with respect to 
which he Is not yet satisfied that there will 
no longer be any such fallure to comply. 

"(g) (1) Each State which participates In 
the program established by this title shall 
have a plan applicable to Its program tor the 
provision of the services described In section 
2002(11.) (1) whlch-

"(A) provides that an opportunity for a 
fair hearing before the appropriate State 
agency will be granted to any Individual 
whose claim for any service described In sec­
tion 2oo2(a) (1) Is denied Or is not acted 
upon with reasonable promptness; 

"(B) provides that the use or disclosure 01 
Information obtained In connection with ad­

.mlnlstratlon of the State's program for the 
provision of the services described In sec­
tion 2oo2(a) (1) concerning applicants for 
and recipients of those services will be re ­
stricted to purposes directly connected with 
the administration of that program, the plan 
of the State approved under part A of title 
IV, the plan of the State developed under 
part B of that title, the supplemental secu­
rity Income program established by title 
XVI, or the plan of the State approved under 
title XIX; 



"(C) provides for the deslgnat1on, by the 
chief executive officer of the State or as 
otherwise provided by the laws of the State, 

• of an appropriate agency which will ad­
minister or supervise the admintstmtion of 
the state's program for the provision of the 
services described In section 2002(0.) (1), in­
cluding planning and evaluation: 

"(D) provides that the State wUl, In the 
administration of Its program 1~ th& pro­
vision of the services described In section 
2002(0.) (1), use such methods relating to 
the establishment and maintenance of per­
sonnel standards on a merit basis as are 
found by the Secretary to be necessary for 
the proper and efficient operation at the 
program, except that the Secretary shall ex­
ercise no authority With reepect to the se­
lection, tenure of office, or compensat1on of 
any individual employed In accordance with 
such methods; 

"(E) provides that no duratlonal resi­
dency or citizenship requ1re:ment will be Im­
poeed as a condition to pa.rtlc1patlon In the 
program of the state for the provlsiol! of the 
services described In section 2002(&) (1): . 

"(F) provides, If the State program for the 
provision of the services descrlbed In seotton 
2002(0.) (1) Includes services to Indh1.duals 

living In institutions or fOilter bomes, for· 
the establishment or designation of a state 
authority or authorities which shall be re­
sponsible for establishing and maintaining 
standards for such Institutions or homes 
which are reasonably in accord with rec­
ommended standards of national organiza­
tions concerned with standards for such 
Institutions or homcs, including standard. .. 
related to admlBslons policies, safety, sani­
tation, and protection of clv~ rights; 

"(0) provides, If the State program for 
the provision of the servlcElll described in 
section 2002 (a) (1) Includes child day care 
services, for the estabI1shment or designation 
of a State authority or authorities whicb 
sball ·be responsible for establishing and 
maintaining standards for such services 
which are tcasonably in aGcord with rec­
ommended standards of national organiza­
tions concerned with standards for sucb 
services, including standards related to ad­
missions policies for facUlties pl'O'lidlng such 
services, safety, sanitation, and protection 
of civil rights; 

"(H) provides that the State's program 
for the provision or the services describDd in 
section 2002(a) (1) wUl be In effect in all 
pol1tlcal subdivisions of the State; 

" (I) provides for financlal participation 
by the State in the provision of the services 
described in section aOO2(a) (1). 

"(2) The Secretary shall approve any plan 
which complies with the provisions of para­
graph (1). 

"(h) (1) No payment may be made under 
section 2002 to any State which does not 
have a plan approved under subsection (g). 

"(2) In the case of any state plan which 
hM been approved by the Secretary under 
subsection (g), If the Secretary, after rea­
sonable notice and an opportunity for a 
hearing to the State, finds-

"(A) that the plan no longer complies 
with the provisions of sub6eotlon (g) (1) , 011' 

"(B) that In the administration of the 
plan there is a substantial failure to comply 
with any SUCh provision, 
the Secretary shall, except as provided in 
paragraph (3), notify the State that further 
payments will not be made to the State 
under section 2002 untll he Is satisfied that 
there will no longer be any such fallpre to 
comply, and until he Is so satisfied he shall 
make no further payments to the State. 

"(3) The Secretary may suspend Imple­
mentation of any termlation of payments 
under paragraph (2) for such period ·e.8 he 
determInes appropriate and instead reduce 
the amount otherwise payable to the State 
under section 2002 tor expenditures during 
that period by three percent for each clause 
of subsec~ion (g) (1) with respect to which 
there Is a flndlng of noncompUance and with 
respect to which he Is not yet satisfied that 
there w1ll no longer be any such !.allure to 
comply. 

"SERVICES PROGRAM PLANNING 

"SEC. 2004. A state's services program 
planning meets the requirements ot this sec­
tion If, tor the purpose ot assuring public 
pR.l'tlclpation in the dovelopment of the 
program for the provision of the servlce.<; 
described In section 2ooa(a) (1) within ~he 
State-

"(I) the. beginning of the fiscal year of 
either the Federal Government or the State 
government Is estI\bllahed &8 the beginning 
of the State's Bervices program year; and 

"(2) at least ninety days prior to the 
beginning of the State's services program 
year, the chief executive omcer of the State. 
or such other omclal as the laws of the State 
provide. publishes and makee generRlly 
available (as deftned In regulations prescribed 
by the Secretary after oonslderatlon of 
State laws governing notice of aotion8 by 
public Officials) to the publlo a proposed com­
prehensive BnnulIl services program pian 
prepnred by the Indlvldual or agencr 

deSignated pursuant to the requirements of 
section 2ooS(g) (1) (C) and, unless the laws 
of the State provide otherwise, approved by 
the chlet executive oftlcer. which sets torth 
the State's plan for theprovlslan of the serv­
Ices described In section 2002 (a) (1) during 
that year, Includlng-

"(A) the objectives to be achieved under 
the program, 

"(B) the services to be provl4ed under the 
program, Including a.t lesst ane service di­
rected a.t at least one of the guals In each of 
the five categories ot g~ set forth in sec­
tlc>D 2002(a) (1) (as 'determined by the 
State), together with a definition of those 
services and a. deSCription ot their relation­
ship to the objectives to be achieved under 
the program and the goals described In sec­
tion 2002(a) (1). 

"(0) the categories ot individuals to.whom 
those services are to be provided, including 
. any categories based on the Income ot Indl­
. vlduals or their tam1l1es, 

"(D) the geogra.phlc a.reas in which those 
services are to be provided, and the na.ture 
and amounta of the services to be provided 
In each area, 

"(-E) a desCription ot the planning, evalu­
ation, and reporting activities to be carried 
out under the program, 

"(P) the sources of the resources to be 
used to carry out the program, 

"(0) a. description ot the organizational 
struoture through which the program wlll be 
administered, including the extent to which 
publlc and private agenCies a.nd volunteers 
wUl be ut1l1zed In the provision ot services, 

"(H) a. description of how the provision of 
services under the program wlll be coord 1-
na.ted with the plan of the State a.pproved 
under part A at title IV, the plan of the State 
developed under part B of that title, the sup­
plemental 8eQurity Income program estab­
lished by title XVI, the plan ot the State ap­
proved under title XIX, and other programs 
for the provision at related human services 
within the State, including the steps taken 
to assure maximum feasible utllization of 
services under these programs to meet the 
needs of the low Income ·populatlon, 

"(I) the estimated expenditures under the 
program, Including estimated expenditures 
with respect to each of the services . to be 
prOVided, each of the categories of Indlvld­
ua.Is to whom those services are to be pro­
vided, and each of the geographic areas In 
which those services are to be provided, and 
a. comparison between estimated non-Federal 
expenditures under the program and non­
Pedeml expenditures for the provision ot the 
services described In section 2002(0.) (1) In 
the State during the preceding services pro­
gram year, and 

"(J) a description of the steps taken, 
or to be taken, to assure that the needs of 
all residents of, and all geographiC areas 
in. the State were taken Into account In 
the development of the plan; and 

"(3) pubUo comment on t.he proposed 
pla.n Is accepted for a period of at least 
torty-five days; and 

"(4) at least forty-five days after publ1ca­
tlon at the proposed plan and prior to the 
beginning of the State's services program 
year, the chief executive officer of the State, 
or such other official-as the laws at the State 
p!l"ovlde, publishes a final comprehensive 
annual services program plan prepare-d by 
the Individual or agency designed pursuant 
to the requirements of section 2003 (g) (1) 
(C) and, unless the laws of the state pro­
vide otherwise, approved by the chief execu­
tive Officer, which sete 10rth the same 111-
formation required to be Included In the 
proposed plan, togethar with an explanation 
of the d1.1fere11ces between the proposed and 
final plan and the reasons therefor; and 

"(5) any amendment to a flnal compre­
hensive services program plan Is prepR.l'ed 
by the Individual or agency designated pur­
suant to section 2003 (g) (1) (C), apPl'Oved 

by the chlet executive oftlcer of the State 
unless the laws of the State provide other­
wise, and published by the chief executive 
officer of the state, or suoh other official as 
the laws of the State provide, as a. pro­
posed amendment on which publ1c com­
ment Is accepted for a period of at least 
thirty days, and then prepared by the In­
dividual or agency des\.gn.a.ted pursuant to 
section 2ooS(g) (1) (0), approved by the 
chief executive officer of the State unless 
the laws of the State provide otherwise, and 
published by the chief executive officer 01 
the state.. or such other Official as the laws 
of the State provide, as a final amendment, 
together with an ellPlanatlon 01 the dif­
ferences between the proposed and final 
amendment and the reasons therefor. 
"EFFECTIVE DATE OF REGULATIONS PUBLISHED 

BY THE SECllBTARY 

"SEC. 2005. No final regulation published 
by the Secretary under this title shall be 
effectlvo with respect to payments under 
section 2002 for expenditures during any 
quarter commencing before the beginning 
of the ftrst services program year estab­
lished by the State under the requirements 
of section 2002(a) (S) which begins at least 
s)xty days after the publlcatlon of the final 
regula.tlon. 

"EVALUATION; PROGRAM AasISTANCE 

"SEC. 2006. (a) The Secretary shall pro­
vide for the continuing evaluation of State 
programs lor the provision of the services 
described In section 2002(0.) (1). 

"(b) The Secretary shall make available to 
the States assistance with respect to the 
content of their services program, and their 
services program planning, reporting, admin­
istration, and evaluation. 

"(c) Within six months after the close of 
each fiscal year, the Secretary shall submit 
to the Congress a report on the opemtlon 
of the program established by this title dur­
Ing that year, includlng-

"(I) the evaluations carried out under 
subsection (a) and - the results obtained 
therefrom, and 

"(2) the asSistance provided under sub­
section (b), during that year. 

"DEFINITIONS 

"SEC. 2007. For purposes of this tltle­
"(1) the term 'State supplementary pay­

ment' means any cash payment made by a 
State on a regulR.l' basis to an Individual 
who Is receiving supplemental security In­
come benefite under title XVI or who would 
but for his Income be eligible to receive such 
benefits, as assistance based on need In sup­
plementation of such benefits, as determined 
by the Secretary, and 

"(2) the term 'State' means the fifty States 
a.nd the District ot Columbia." 

TECHNICAL AND CONFORMING AMENDMENTS 

SEC. 3. (a) (1) Section 402(0.) (5) of the So­
cial Security Act Is amended by striking out 
"(A)" and strlklng out everything after 
"proper a.nd efficient operation of the plan" 
and Inserting "; and" In lieu thereof. 

(a) Section 402(0.) of that Act Is further 
amended by striking out paragraphs (13) 
through (15). 

(S) Section 403 (a) (3) 01 that Act Is 
amended to read as follows: 

"(3) In the case of any State, an amount 
equal to the ouni of the following propor­
tions of the total amounts expended during 
such quarter as found necessary by the Sec­
retary of Health, Education, and Welfare for 
the proper and efficient administration of 
the State plan-

"(A) 76 percent of so much of suoh ex­
penditures as are for the tra.1ning of per­
sonnel employed or preparing for employ­
ment by the State agency or by the local 
agency administering the plan In the poUti­
cal subdivision, and 

"(B) one-half of the remainder of such 
expenditures, 
except that no payment shall be made with 
respect to amounts expended In connection 
with the provision of any service described 
in section 2002 (a) (1) of this Act other than 
services the prov1sion of which is required 
by section 402(0.) (19) to be Included In tlle 
plan of the State; and" 

(4) Section 40S of .that Act Is further 
amended by striking out subsections (e) and 
(t) • 

(5) Section 406 of that Act is amended 
by strlklng out subsection (d). 

(6) Section 422(a) (1) (A) (I) 01 that Act 
Is amended by striking out "the State agency 
designated pursuant to section 402(a) (3) 
to administer or supervise the administra­
tion of the plan ot the State approved under 
part A of this title" and Inserting "the 
agency designated pursuant to section 200S 
(g) (1) (C) to supervise and coordinate the 
administration of the State's services pro­
gram" In Ueu thereof. 

(7) Section 422(0.) (1) (A) (11) of that Act 
Is amended by striking out "the organiza­
tional unit In such state or local agency 
estabUshed pursuant to section 402(11)-(15»" 
and Inserting "a single organizational unit 
In such State or local agency, as the case 
may be," In lieu thereof. 

(b) Title VI of the Social SecUl'ity Act Is 
repealed. 

(c) Section 1115 of the Social Security Act 
Is amended by-

(1) striking out "or XIX" and Inserting 
"XIX, or XX" In lieu thereof, 

(2) striking out "or 1902" In clause (a) 
and Inserting "1902, 2002, 2003, or 2004" In 
lieu thereol, 

(3) striking out "or 1903" in clause (b) 
and Inserting "1903, or 2002" In lieu thereof, 
and 

(4) Inserting "or expenditures with respect 
to which payment shall be made under sec­
tion 2002," immediately after "administra­
tion of such State plan or plans," In clause 
(b) , 

(d) SectIon 1116 of the Social Security 
Act is amended by-

(1) striking out "or XIX" in subsections 
(a) (1) and (b) and Inserting "XIX or XX" 
In lieu thereof, 

(2) striking out "or 1904" and Inserting 
" 1904, or 2003" iff lieu thereof In subsection 
(a) (3), and 

(3) Inserting "XX," immediately af ter 
" XIX," in subsection (d). 

(e) Section 1130 01 the Social Securitv Act 
Is repealed. . 



(f) Any chlld day oare service provided 
under any plan of a State approved under 
part A, or developed under part B, of title IV 
of the Social Secnrlty Act must meet the re­
qulrt'mentl1 appUcable, under subsection (al 
(9) of section 2002 of Ule Social Security Act .. 
ns amended by this Act, to child day care 
sen' ices with respect to which payment Is 
lllade under that section . The requirements 
Imposed by this subsection are In Ueu of 
any requ irements that would otherwise be 
applicable under section 622(d) of the Eco­
nomic Opportunity Act of 1964 to chUd day 
care services provided under any plan of a 
S t a te approved under part A, or developed 
under part B, of title IV of the Social Secu­
rity Act. 

(g) Section 12(a) of Public Law 93- 233 Is 
amended by striking out "January 1, 1976" 
and Inserting "July 1, 1975" In lieu thereof. 
NotWithstanding the provisions of section 12 
(a) of Public Law 93-233, the Secretary may 
make any modification In any regulation 
described In that section If the modification 
is necessary to Implement the provisions of 
this Act. 

REPORT BY THE SECRETARY 

SEC. 4. Prior to July I, 1977, the Secretary 
shall submit to the Congress a report on the 
effectiveness of the program established by 
title XX of the SocIal Security Act, as 
amended by this Act, during calendar years 

1976 and 1976, together with recomenda­
tiona, if any, for Improvements In that pro-
gram. 

DEFINITION OF SECRETARY 

SEC. 5. As used In this Act Rrld the amend­
ments mRde by this Act, the t,erm "Secretary" 
means, unless the context otherwise requires , 
t he Secretary of Health, Educo,tlon, and 
\Vt'lff\Te. 

EFFECTIVE DATES 

SEC. 6. (a) (1) The amendments made by 
sect ion 2 of this Act shall be effective with 
r espect to payments under section 2002 01 
t he Social Security Act, as amended. by this 
Act , for quarters commencing after June 30, 
1976. 

(2) NotwithstRrlding the provisions of sec­
tion 2004 of the Social Security Act, as 
amended b '1 this Act, the first services pro­
gram year of each state shall begin on July 
I, 1975, and end with the close of, Bot the 
option of the Stste-

(A) the day In the twelve month period 
beginning July I, 1975, or 

(B) the day In the twelve month period 
beginning July I, 1976, 
which Is the last day of the twelve month 
period established by the state as Its serv­
ices program yea.r under that section. Not­
withstanding the provisions of subsection 
(h) of section 2003 of the Social Security 
Act, as amended by this Act, the aggregate 
expenditures required by that subsection 
with respect to the first services program 
year of each State shall be the amount which 
bears the sflJIle ratio to the amount that 
would otherwise be required under that sub­
section as the number of months in the 
Staw 's first services program year bears to 
twelve. 

(b) TIle amendments made by section 3 of 
this Act shall be effective with resped to 
payments under sections 403 and 603 of thA 
Social Security Act for quarters commencinl'. 
after June 30, 1975, except that the amend · 
ments made by section 3 (a) shall not be ef 
fectlve with respect to the commonweal"h 
of Puerto Rico, the Virgin Islands, or Guam. 

SUMMARY OF SOCIAL SERVICES ACT 

I . ELIGmILITY AND PRIORITY FOR FEDERALLY 
REIMBURSEABLE SOCIAL SERVICES 

TIle bill provides special priority for re­
cipients of AFDC and SSI and Medicaid by 
requiring that 50 percent of the federal so­
cial services funds .used in a State be for 
services to such Individuals and families. 

The bUJ proposes that federal limitations 
on States In establlshlng those In a State 
eligible for federally assisted social services 
relate to the Income of the Individual or fam-
1Iy, and would remove the requirement that 
reCipients be classified as "former or poten­
tial welfare recipients," Federal matching 
for free services Is available for people with 
incomes up to 80 % of the median fam1ly in­
come In a State (or the full national median, 
now $12,041 If less) adjusted for family size, 
and services at some fee up to 115% of the 
median Income of a State. TIle $2.6 blJllon 
limit on federal payments w11l continue to 
apply. 

U. DEFTNING SOCIAL SEaVICES 

TIle goals of the program are established 
as : 

"(1) achieving or maintaining economiC 
self-support to prevent, reduce, or eliminate 
dependency, 

"(2) achieving or maintaining self-suf­
ficiency, Including reduction or prevention 
of dependency, 

"(3) preventing or remedying neglect, 
abuse, 'or exploitation of children and adults 
unable to protect their own Interests, or 
preserving, rehabllltatlng, or reuniting 
familles, 

" (4) preventing or reducing Inappropriate 
ins titutional care by providing for com­
munity-based care, home-based care, or 
other forms of less Intensive care, or 

"(5) securing referral or admission for in­
stitutional ·care when other forms of care 
are not appropriate, or providing services 
to individuals In Institutions. 

Socll\l services would bo defined by the 
State, required to be directed lit the 800lal 
IK'rvlces goals with pnrametera for such daft­
nltions established by : prohibition agall1Bt 
funding certain activities; prohibitions 
IIgalnst reimbursing certllin medical Instltu­
tlOllS for social services provided to those liv­
Ing In them (but other entities could provide 
social services to such individuals In such 
facllltles1 and; prohibitions aga.l.nst funding 
chJld day care not meetng standards. TIle 
draft bill also specifically names certain serv­
Ices as examples of s')clal services bu~ It Is 
not intended to be an all inclusive list. 
IU. SOCIAL SERVICES PROGRAM PLANNING, 

REPORTING, EVALUATION, AND AUDITING 

Establlshe.s new requirements for a State 
to . conduct a program planning process to 
determine the services to be provided and 
who Is to receive such services with primary 
emphasis on Involvement by the citizens of 
a State. TIle Governor or such other officials 
as the laws of the State provide Is responsi­
ble for publishing the services plan for com­
ment and approving the final services plan 
for the program year. The State Is also re­
quired to conduct evaluations and provide 
required reports to HEW and the public. 
. Ninety days after the end of the services 
I,>rogram year an "annual social services pro­
gram report", Is approved by the Governor or 
other official deSignated under State· law de­
scribing the services provided during the 
past year. 
IV. "STATE PLAN" SUBJECT TO PRIOR APPROVAL 

BY HEW 

The State would submit to HEW approval 
prior to the beginnIng of the services pro­
gram year a document wllich Is still called 
a "State Plan". It would deal with State 
assurances regarding : fair hearings, confi. 
dentiallty or Information; deSignation of a 
single agency other than the Governor to 
supervise the administration of the States 
social services progr@om; no durational resi­
dency or citizenship llequlrement; and desig­
nation of state authorities 101' establishing 
and IIlRintaining standards. 
v . MAINTENANCE OF EFFORT AND MATCHING 

PROVISIONS 

The bill establishes a maintenance of effort 
requirement for States which requires that 
the non-federal share of Its aggregate ex­
penditures for the provisions of services dur­
Ing each services program year are not less 
than the aggregate expenditures for the pro­
visions of those services during fiscal year 
1973 or 1974 (whichever Is less) with respect 
to which payment was made under the Social 
Security Act. The Governor Is also to provide 
to the citizens of the State comparison of 
non-federal expenditures between services 
program years. 

Percentage of matching Is not changed 
from present law, I.e . : 75% fen all servICes 
except 90% for family planning services; 75% 
for training and retraining. 

State matching may be in cash or In-kind 
by the State Including provisions to the State 
by Its. political subdivisions. Private funds 
donated to the State ar'e allowed to be uti­
lized for non-federal match but with certain 
restrictions. 
VI. FEDERAL EVALUATION, RESEARCH AND DEMON­

. STRATIONS, PROGRAM ASSISTANCE AND HEW 
REPORTS TO CONGRESS 

HEW Is authorized to grant waivers under 
the proposed new title XX foc Social Services 
to any State now under the various titles of 
the Soolal Security Act a.nd provide repO!"ts 
to Gongress on the results of such research 
and demonstration programs. 

He Is also to provide to Congress prior to 
July I, 1977 a report on the elfecttveness of 

the social services program along with rec­
ommendations for Improvements. 
VTl. EFFECTIVE DATE 0"1' REGULATIONS PUBLISHED 

BY THE SECRETARY 0'1' HEW 

No final federal regulations for the pro­
gram would be effective In a services program 
year for a State if the regulations are pub­
lished within 60 days of the beginning of the 
States services program year. 
VIII. CONTINUATION OJ' MORAToaroM. ON NEW 

REGULATIONS UNTIL PROPOSED EFFECTIVE NEW 

LEGISLATIONS 

Currently the law prohibits HEW from 
changing social services regulations until 
after December 31, 1974. TIle draft blll would 
have an effective date as to the payments of 
social services of July I, 1975. TIle blll would 
·also continue the moratorium on HEW im­
plementing new regulations until July I, 
1975. 

HEW NEWS 
HEW Secretary ClISpar W. Weinberger an­

nounced his full support for the social serv­
Ices bill introduced today by Senator Walter 
F. Mondale (Minn.), together with Senators 
Bob Packwood (Ore.), Lloyd H. Bentsen 
(Tex.), and Jacob K. Javlts (N,Y.). TIle bUl 
was developed jointly by th, Congress and 
HEW and has the support of numerous in­
terested groups inCluding the National Gov-
ernors' Conference. I 

"We wholeheartedly endorse this bill," the ... 
Secretnry snld. "It I.q the rmmlt of Rlx month:; 
of cooperative effort and cnnllldl,lrnL\oll 011 

tl'le pArt or the C0l1gl'1'98, the Depnrtmon t, th .. 
Nat.!ollnl Governors' CUnrllrl!nCe, and many 
othf>l'~, M walll\~ kl'y orf!;;nIV,III,lon8 ~onc'tlnl(,~ 
with ~(\rvirell for ehll,lrllll, ("mUle., tha IIP;(I(\ , 
"nel (,ho dlsnhlNI. 

"All who have worked on the amendmc'"I" 
believe their enRctment WlJUl,l make POI",lblo 
a positive llew Federal-State relatlol1Rhfp 
within which States could more elfectlvely 
target their social services resources to meet 
the needs of their own people. . 

"The proposed amendments make the State 
social services program answerable primarily 
to the State's citizens, within broad Fed­
eral guidelines. I am convinced that this new 
approach can free us all to concentrate on 
getting services to people. 

"At present a Congressional moratorium 
on Implementation of 1973 regulations Is due 
to expire on JRrluary I, 1975. The amend­
ments would extend this moratorium until 
July I, the effective date of the proposed 
changes. TIlls Is important so that States 
can plan their programs effectively, and Is 
one rellSon we hope for speedy enactment." 

Major chal;lges affect State program eUg!­
bUlty, services planning, and accountability, 
but not Federal funding. 

Federal junding would remalU unchanged, 
with a total of $2.5 billion authorized for al­
location among the States on the basis of 
their population. TIle Federal share of a 
State's social services expenditures would 
continue to be 75 percent, except for family 
planning services for which the Federal share 
would continue to be 90 percent. 

Eligibility jor services would be based on 
income rather than on welfare-relatedness 
(qualifying as a "former" 01' Mpotentlal" re­
clplent), but approximately 60 percent of 
Federal funds must be spent for people ellgl­
ble for AFDC (Aid to FamlJles with Depend­
ent Children), SSI (Supplementsl Security 
Income), Rrld/or Medicaid. 

Social serv'ices goals are specIfied In the 
amendments; self-support; self-SUfficiency; 
protection for children and tor adults unable 
to protect themselves; de-institut1onaliza­
tl">n when appropriate; and institutional 
placement and services within some institu­
tions when necessary. 

An Annual Comprehensive Services Plan 
specifying one or more services to be offered 

to meet each of the established goals and 
specifying who Is to be eligible to receive 
services would be developed in each State by 
means of an open planning process with em­
phasis on citizen involvement, The State 
planning process must meet HEW require­
ments, but prior HEW approval Is not 
required for the program priorities and 
resource allocations expressed In the compre­
hensive services plan. 

Prior HEW approval would be requIred for 
State plans In regard to: fair hearings; State­
wide applicability; merit system; confiden­
tiality; designation of a single individual or 
agency to supervise program admnlstratlon; 
designation of State standard setting and 
enforcement authorities for facilities offer­
Ing day or residential care; and absence of 
6ny eligibility requirement based on dura­
tion of State or local residency or of U.S. 
citizenship. 

Public Accountability to citizens of the 
State Is Insured by means of the federally re­
quired open planning process; regular re­
porting; Independent audits; and evaluation. 

1968 Federal Interagency Day Care Require­
ments would remain in effect (at lellSt until 
'1977) with one addition: for chUdren under 
three there must be one adult for every two 
chlldren, 

Federal evaiuation and program assistance 
to States would be mandated, as would a 
July 1977 report to Congress on program 
effectiveness. 

Other major changes Include (but are not 
limited to) : 

Prohibition of Federal matching under the 
program for certain clearly speCified expendi­
tures, such as facilities construction and 
services that fall under other Federal pro­
grams; 

State-option Income-related fees for serv­
Ices furnished to persons not ellglble for 
cash lIoSSistance; 

FIscal sanctions for noncompliance with 
certain Federal requirements; 

A delayed effective date for any Federal 
regulation prom\llgated less than 60 days 
before the beginning of a State's progmm 
year; 

And maintenance of State fiscal effort In 
regard to social services. 

Mr, BENTSEN. Mr. President, it gives 
me particular pleasure to Join with my 
celleagues in introducing the Socia}. Serv­
ices Amendments of 1974. Senators 
MONDALE, JAVITS, PACKWOOD, and· I are 
the Senators who introduced similar leg­
islation last year. 



• This bill will, I believe, terminate a 
long period of uncertainty about the so­
cial services program, which is so vital 
to the states. In February 1973, HEW 

• proposed a series of regulations so harsh 
and restrictive as to deny many recipi­
ents of social services the kind of support 
they needed to stay off the welfare roles 
and maintain productive lives. The orig­
inal HEW regulations would have denied 
the use of private funds as state match­
ing funds, limited services to families and 
individuals to very low-income levels, and 
denied Federal support for SUbsistence 
and other maintenance items. 

These regulations were followed in May 
by revised regulations, which represented 
some improvement, but which were still 
overly restrictive. 

Later in the year, I joined with the co­
I'ponsors of the present bill to introduce 
a new social services measure which 
would have eliminated many of the defi­
ciencies in the HEW regulations. That 
measure, in large part, was hicorporated 
into H.R. 3153, which, unfortunately re­
mains unresolved in conference. 

In the meantime, the social services 
program has been operating on tem­
porary extensions, with no real certainty 
about the future uses of funds. Now, with 
this bill, which has been worked out in 
meetings with HEW and the states, I 
believe we have the basic concepts neces­
sary to approve a measure which will be 
acceptable and which will meet the goals 
of a humane and realistic social services 
program. 

Particularly important is the provision 
defining eligible reCipients. In the origi­
nal HEW regulations, social services 
would have been only available to "for­
mer or potential welfare recipients" and 

·would have been limited to families and 
individuals having incomes not exceed-
ing 133 percent of the state's payment 
level. The present bill eliminates the re­
quirements that recipients be judged ac­
cording to their present or potential wel­
fare status and uses instead Federal 
matching for free services for people with 
up to 80 percent of the median family 
income in a state or the full national 
median, whichever is less. In addition, 
services for some fee are allowed for re­
cipients having up to 115 percent of the 
median income of the state. 

Mr. President, the purpose of the social 
service program is to reduce welfare de­
pendency by providing Federal assistance 
to a wide range of services intended to 
move recipients into self-sutnciency. The 
old limitations in the HEW regulations 
were unduly restrictive, and weuld have 
eliminated hundreds of thousands of 
needy persons from receiving services. 

There are a wide range of services al­
lowed in the bill, from family planning 
to aid to the retarded to services for drug 
addicts and alcoholics. The bill leaves to 
the States the major responsibility of 
naming services, but sets certain param­
eters and makes suggestions as to what 
those services can include. In that sense, 
it is more fiexible than the previous bill 
we introduced, which listed specifically 
the range of services that would be 
allowed. 

The social services program has for too 
long been plagued by uncertainty and 
mismanagement. This bill attempts to di­
rect the aid where it is really needed, 
without being completely rigid about 
services the States choose to include in 
their State plans. 

The programs that will be served are 
'of vital importance in determining 
whether disadvantaged and handicapped 
citizens in the various States are to be 
given the opportunity to attain dignity 
and &elf-respect. I am hopeful that this 
measure will pass the Congress before 
adjournment this year, and I intend to 
work with my colleagues on the Finance 
Committee and in the Senate to write 
these concepts into law. 

Mr. JAVITS. Mr. President, I am 
pleased to join with Senators MONDALE, 
PACKWOOD, and BENTSEN, in introducing 
the "Social Services Act of 1974," a bill 
to amend th,e So,cial Security Aet to es­
tablish a consolidated program of Fed­
eral financial assistance to encourage 
provision of services by the states. 

This bill embodies an agreement 
reached between us and Secretary Wein­
berger of the Department of Health, 
Education, and Welfare, on the future 
of oUl" vitnl 8OCio.l services programs. 

It marks the end of a 20-month dis­
pute over new rules to govern the pro­
gram, during which the Congress-as a 
result of our efforts and those of others­
twice acted to bar implementation of 
proposed HEW regulations which we 
.considered to be undesirable; under the 
Renegotiation Act Amendments of 1973, 
which became law on July 10, 1973, HEW 
is barred from issuing any regulations 
through this calendar year 1974. 

Mr. President, this agreement could 
not come at a more appropriate and im­
portant time since, as the President as 
well. as others have noted, the poor and 
the near poor are being hit ·doubly by 
infiation and unemployment, and 
nothing is more key to their survival­
next to a substantial public service em­
ployment and continuation of the anti­
poverty programs, as I and others have 
proposed-than social services. 

It is very reassuring that the con­
frontations that have characterized the 
past in this vital area of social services 
have given way to this "rapproachment" 
between the executive branch and those 
of us who have been the .chief opponents 
of the previous HEW position. 

Mr. President, I now wish to note ele­
ments of the blll which I consider to be 
particularly meritorious, both in terms 
of the national interest, and particularly 
the interest of children and families in 
New York State. 

First, States would receive 7 -percent 
Federal matching for child care and 
other family services at considerably 
higher eligibility and payment standard 
levels than under existing law and 
practice. 

Under the bill, states are authorized 
to offer free services to persons with in­
comes up to 80 percent of the State me­
dian income, adjusted for family size­
or up to the full national median, if 
lower, and services based on a fee sched­
ule to persons with incomes up to 115 
percent of the state median. 

This means that states could establish 
eligibility standards considerably above 
those now applicable in New York City 
and New York State. 

Mr. President, these provisions are 
particularly important at this time in 
that New York City and New York State 
are still embroiled in a dispute over just 
these questions in respect to child care 
service in the city and this bill would 
make possible a remedy. 

The State has sought to enforce its 
eligibility st1\ndards, which prescribe free 
services up to the $6,000 gross income 
level and eligibility for partial reimburse­
ment up to $11,050. 

The city has been insisting on free serv­
ices up to at least $9,100 for a family 
of four and eligibility for partial subsi­
dies up to at least $13,000 for such a fam-
ily. . . 

If the state standards are imposed, 
some 5,000 children now in child care 
progra,ms in the city.would be ineligible 
for services and will have to leave the 
program unless of course the City and 
State use their general funds to continue 
coverage, which the State, at least does 
not now seem disposed to do. 

At this point the matter is in the courts 
and the southern district of the U.S. 
District Coqrt has recently restrained the 
State temporarily from imposing the 
regulations-a hearing is schedule for 
next week. '. 

Were the bill we introduce today in 
effect, the State.. could receive Federal 
matching funds for most, if not all, of 
the 5,000 children currently in programs, 
as well as others who are now precluded 
from enrollment. 

Mr. President, these eligibility re­
quirements and standards would replace 
the current law which applies the test 
of whether a participant may be consid­
ered a "former" or "potential" welfare 
reCipient and related restrictions. 

I .believe that the eligibility standards 
Proposed in our bill provide a much 
sounder and more realistic basis upon 
which to determine participation and 
although they do not relate specifically 
to the question of relationship to wel­
fare, they will in fact, be very conducive 
to getting people to work and off the 
welfar.e rolls in New York State and New 
York City where the r.ost of living is so 
high. . 

Second, the bill would give the States 
further flexibility to provide a compre­
hensive range of services, under a State 
plan to be developed through a system of 
public hearings, directed at the follow­
ing goals: self support; self sufficiency; 
protective services for children and 
adults and services to preserve or help 
reunite families; preventing or reducing 
inappropriate institutional care by pro­
viding community and home-based care; 
securing referral or admission for insti­
tutional care--and providing services in 
institutions-where appropriate. 

This will permit new efforts in innova­
tive programs to deal with the rehabili­
tation of alcoholics and drug addicts 
and other areas of great concern. 

The Secretary's principal role would 
be to review the State's compliance with 
fair hearing and other due process as­
pects, in arriving at funding decisions, 
but unlike the present situation, the 
Secretary would not be required to sign 
off on the suitability of each and every 
one of the particular services provided. 

This seems to me to be a sound divi­
sion of Federal and State responsibility 
shnilar to that set forth in the Compre­
hensive Employment and Training Act 
of 1973. 

Third, under the bill, the Federal In­
tergency Day Care Requirements of 1968 
would continue to be applicable to insure 
quality child care programs. The Depart­
ment of Health, Education, and Wel­
fare's previous regulations had elimi­
nated these requirements, with a great 
risk that pl'Ograms could become purely 
"custodial," that is, lacking in educa­
tional, nutritional, and other com­
ponents that are so key to human de­
velopment. Indeed, nothing could have 
been more counterproductive in terms 
of the purposes of the Social Security 
Act since programs without these essen­
tial elements can only act to perpetuate 
the cycle of poverty for a new genera­
tion. 

Mr. President, regrettably, we were not 
able to obtain agreement with the De­
partment in respect to the $2.5 billion 
ceiling on Federal spending on social 
services which was imposed as a part of 

. the State and Local Assistance Act of 
1972. 

This ceiling and the allocation for­
mula contained in the legislation has 
acted to prejudice greatly industrial 
States, liko New York-indeed the very 
States that bear so heavily the cost of 
welfare and have shown the greatest in­
terest and competency in providing social 
services. 

For this fiscal year, New York State 
plans to spend all of the $220 million al­
located to it under the ceiling, compared 
with needs in the area of an aggregate 
of $800 million. 

Most ironic, if not tragic, is the fact 
that while States like New York are 
straitjacketed in meeting their needs 
other States are not even using the funds 
available to them under the $2.5 billion 
ceiling. 

In that connection, the Library of Con­
gress advises that only $1,607,445,000 of 
the $2.5 billion was paid to the States by 
the Federal Government in fiscal year 
1973, with the result that States failed to 
use $892,555,000 of funds available under 
the $2.5 billion ceiling. Final data are un­
available for fiscal year 1974, but HEW 
budget officers say that preliminary in­
dications are that approximately $9()0 
million again was unused. 

Mr. President, this is ridiculous in it­
self, but pai-ticularly outrageous as a 
matter of public policy at a time when 
the poor, hit by infiation. are in greater 
numbers being forced onto welfare and 
at the same time, again because of infia­
tion even the $1.6 billion spent will buy 
considerably less in services than when 
the ceiling was imposed. 

Mr. President, I intend to introduce 
next week legislation to remedy this sit­
uation, both by raising the ceiling and by 
providing for adequate redistribution of 
funds not being used by the States. 

Mr. President, in closing, notwith­
standing that very important item of re­
maining business, I believe that this bill 
represents a great step forward and I 
shall work closely with Senators MON­
DALE, PACKWOOD, and BENTSEN, who are 
members of the Senate Finance Commit­
tee which will consider this legislation, to 
insure that it becomes law at the very 
earliest moment. so that the Dlnchinery 
Is in place to meet the very real crisis 
which the poor will continlle to fnce in 
these difficult and ti1l'eatening economic 
times. 



Mr. President, I ask unanimous con­
sent that a summary of the act, together 
with a chart for each State showing new 
eligibility and free payment standards, 
be printed at this point in the RECORD. 

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

SUMMARY OF SOCIAL SERVICES ACT 

1. ELIGmILITY AND PRIORITY FOR FEDER ALL Y 
REIMBURSABLE SOCIAL SERVICES 

The blll provides special priority for re­
cipients of AFDC and SSI and Medicaid by 
requiring that 50 percent of the federal social 
services funds used in a Eltate be for services 
to such individuals and families. 

The bill proposes that federal limitations 
on States in esta'Dlishlng thbse in a State 
eligibie for federa.Iy assisted social services 
relate to the inco;ne of' the individual or 
famUy, and would remove the requirement 
that recipients be classifi~ as "former or 
potential welfare recipients." Federal match­
ing for free services is avaUable for people 

with incomes up to 80 % of the median family 
income in a State (or the full national 
median, now $12,041 if less) adjusted for 
family size, and services at some fee up to 
115 % of the median income of a State. The 
$2.5 b1l1ion limit on federal payments will 
continue to apply. 

n . DEFINING SOCIAL SERVICES 

The goals of the program are established 
as: . 

"(1) achieving or maintaining economic 
self-support to prevent, reduce, or eliminate 
dependency, 

"(~) achieving or maintaining self-suffi­
ciency, including reduction or prevention of 
dependency, 

"( 3) preventing or remedying neglect, 
abuse, or exploitation of chil<\ren and adults 
unable to protect their own interests, or 
preserving, rehabilitating, or reuniting 
families, . 

"(4) preventing or reducing inappropriate 
institutional care by providing for commu­
nity-based care, home-based care, or other 
forms of less IntenSive care, or 

"(5) securing referral or admission for in­
stitutional care when other forms of care 
are not appropriate, or providing services teJ 
ind! vlduals In institutions. 

Social services would be defined by the 
State, required to be directed at the social 
services goals with parameters for such def­
initions established by: prohibition against 
funding certain activities; prohibitions 
against reimbursing certain medloo.l institu­
tions for social services provided to those 
living in them (but other entities could 
provide social services to such individuals In 
such fac1l1tles) and; prohibitions against 
funding child day care not meeting stand­
ards. The draft bill also specifically names' 
certain services as examples of social services 
but It is not Intended to be an all inclusive 
list. 

II. SOChL SERVCES PROGRAM , PLANNNG, 
REPORTING, EVALUATION, AND AUDITING· 

Establishes new requirements for a State 
to conduct a program planning process to 
de termine the services to be provided and 
who is to receive such services with primary 
emphasis on involvement by tae citizens of 
a State. The Governor or such other Officials 
as the laws of the State provide is responsible 
for publishing the services plan for comment 
and approving the final services plan for the 
program year. The State is also required ~e­
conduct evaluations and provide required re­
ports to HEW and the publlc. 

Ninety days after the end of the services 
ptog(am year an "annual social services-pro­
gram report", is approved by the Governor 
or other official designated under State law 
describing the services provided during the 
past year. 
IV. "STATE PLAN" a.UBJECT TO PRIOR APPROVAL 

BY HEW 

The State would submit to HEW approval 
prior to the beginning of the services program 
year a document which is still called a "State 
Plan". It would deal with · State assurances 
regarding: fair hearings; confidentiality of 
information; designation of a single indi­
vidual or agency other than the Governor 
to supervise the administration of the States 
social services program; no durational resi­
dency or citizenship requirement; and desig­
nation of state o.uthoritles for establishing 
and maintaining standards. . 

v. MAINTENANCE OF EFFORT AND MATCHING 
PROVISIONS 

The bill establishes a maintenance of effort 
l'1lqulrement for States wllich requires that 
the non-federal share of its aggregate ex­
penditures for the provisions of services dur­
iug each services program year are not less 
than the aggregAte expenditures for the pro­
Visions of those services during fiscal year 
1973 or 1974 (whichever is less) With respect 
to which payment was made under the 8ocio.l 

Security Act. The Governor is also to provide 
to the citizens of the State comparison of 
non-federal expenditures between services 
program years. 

Percentage of matching Is not Changed 
from present law, l.e.: 75% for all services 
except 90 % for family planning services; 
75 % for training and retraintng. 

state matching may be In cash or In-kind 
by the State including provisions to the State 
by Its political subdivisions. Private funds 
donated to the State are allowed to be uti­
lized for non-federal match but with certain 
restrictions. 
VI. FEDERAL EVALUATION, RESEARCH AND DEM­

ONSTRATIONS, PROGRAM ASSISTANCE, AND HEW 
REPORTS TO CONGRESS 

HEW is authorized to grant waivers under 
the proposed new title.xx for Social Services 
to any State now under the various titles 
of the Soc~al Security Act and provld~ re­
ports to Congress on the results of such re­
sco.rch and demonstration programs. 

He is also. to provide to Congress prior to 
July I, 1977 a report on the effectiveness of 
the social services program along with rec­
ommendations for improvements. 
vn. EFFECTIVE DATE OF REGULATIONS PUBLISHED 

BY THE SECRETARY OF HEW 

No finaJ federal regulations for the pro­
gram would be etrective in a services program 
year for a state if the regulations are pub­
lls.h,ed within 60 days of the beginning of 
the States services program year. 
vIn. CONTINUATION OF MORATORIUM ·ON NEW 

REGULATIONS UNTn. PROPOSED EFFECTrVE NEW 
LEGISLATIONS 

Currently' the law prohibits HEW from 
changing social services regulations until 
after December 31, 1974. The draft blll would 
have an etrective date as to the payments 
of social services of July I , 1975. The bill 
would also continue the moratorium on HEW 
Implementing new regula·tlons untU July 1, 
1975. 

State (fal]lily of 4) 

Alabama ___ •• _ •• _._ .... _._ ._ 
Ataska _ •• _ ................. . 
Arizona .................... . 
Arkansas. .. . ............... _ 
California ........ _ .......... . 
Colorado .......... . _ ... . ... .. 
Conneclicu'- ........... _ ••••• 
Delaware ................... . 
District of Columbia ...... ~ .. .. 
Florida . .................... . 

~~:fit· __ .-.~~=:::::::::::::: 
Idaho ...................... . 
llronois.. ""'" '." ........ . 
Indiana .................... . 
lowa ....................... _ 

80 percenl of 
adjusled me­
dian income 1 

$8,629 
12,758 
10,309 
7,774 

10, 676 
10,376 
12, 387 
10,918 
10,073 
9,768 
9,463 

12,135 
9,116 

11 , 648 
.10, 698 

115 percenl of 
adi.usled me­

dian Income 

~ansas ... . .................. -
9,947 
9, 720 
8,519 
8,677 
8, 765 

11 , 702 
11, 424 
11,690 
10,784 
7, 651 

10.049 
9,130 
9, 437 

11 , 308 
10. 411 
12.179 
9,736 

12,767 
8,902 
8,542 

10,937 
9,014 

10,402" 
10,281 
10,483 
8,741 
8,391 
8,586 
9,77[, 
9,690 
9,530 

10,028 
11,139 

$12,404 
18,334 
14, 818 
11,175 
15,345 
14, 915 
17,805 
15,694 
14,479 
14, 041 
13,563 
17,444 
13, 103 
16,742 
1!I:'-378 
14,298 
13, 972 
12,245 
12,472 
12,599 
16,821 . 
16,420 
16,803 
15,501 . 
10, 998 
14,444 
13,123 
13, 564 
16,255 
14,964 
17,507 
12,557 
18,352 
12,796 
12,278 
15,721 
12, 957 
14,952 
14, 777 
15.066 
12.564 
12.062 
12,342 
14,052 
13, 929 
13, 698 
14,441 
16, 011 

r~;i'sfa~~::::: ::::::::::::::: 
Maine _ ............. . ....... . 
Maryland • •••.•••..• ••••••• •• 
Massachusetts •••. _ .......... . 
Michigan_ .................. . 
Minnessota ............... . .. 

~:~~~s~:r.~:~: ::::::: ::::::::: . 
Montana .................... _ 
Nebraska . . . ................ _ 
Nevada .... _ ........... ..... . 
New H.mpshire ............. . 
New Jersey .............. _ ... 
New Mexico ................ . 
NeVI york . ................ .. 
North Carolina ............. .. 
North Dakota .............. _. 
Ohio _ ••••• _ ....... .......... . 
Oklahoma .................. _ 
Oregon ......... _ ....... _ •• , _ 
Pennsylvania •••. _"" ...... . 
Rhode Island._ •• _ ... __ ••• __ _ 
South Carolina .......... ____ _ 
South Dakota._._ ...... ____ ._ 
Tennessee ••••••• __ ••• ______ • 
Texas. _____ .... ___ •• ____ ••• _ 
Utah •••• _ •• ___ ._. ____ ••• _ ••• 
Vermont. ________ • ___ • __ ... " 
Virginia. _______ • ___ • _______ " 
Washington. ________________ • 

State (family of 4) 

West Virginia ______ • __ •• __ :_. 
Wisconsin __ • ____ ...... ____ •• 
Wyoming._. ____ •• __ •• __ • __ ._ 

80 percent of 115 percent of 

3&~~~~~::::- a~i~~t~~::; 

$8,325 
10,780 
9,745 

$11,966 
15,496 
14,007 

1 This figure may not exceed the full nal ional median,currently 
$12041. 
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