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Senate

SATELLITE TRANSMITTAL OF
“VILLA ALEGRE"

Mr. MONDALE, Mr. President, this
week thousands of children of diverse
cultural backgrounds in isolated rural
areas of this country will view a tele-
vision program that is educationally
sound, culturally enriching, and hu-
manistically positive. Because public
television signals cannot reach many of
our rural areas, this seemingly ordinary
occuwrrence 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 ‘“Villa Ale-
gre"—an educational program toupling
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 bilingual—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 Recorb.

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

“VILLA ALEGRE" To BE RETRANSMITTED TO
EIGHT STATES via NEW SATELLITE

Denver, July 26.—A satellite 22,300 miles
above the Galapagos Islands will begin re-
transmitting bilingual educational television
programming to the western United States
next Moriday. The program, a Bilingual Chil-
dren's Television (BC/TV) production called
“Villa Alegre,” will be transmitted from an
earth station at Denver and relayed by satel-
lite to 56 recelver sites in eight 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
demonstrate the feasibility of a satellite-
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 states are Idaho, Mon-~
tana, Wyoming, Utah, Colorado, New Mexlco,
Nevada and Arizona. Funding is primarily
through the National Institute of 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 utilization for the
satellite program: the area contains 35 per-
cent of the land in the United States but
only 4 percent 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 difficult for the
public television statlons,” Dr. Bransford
said, and this has left Isolated portions of
the state at an educational disadvantage.
The satellite program is seen as a way of
overcoming this disadvantage.)

Dally school program transmission will
begin Sept. 8. Educational material will then
be broadcast via the satellite to all the
school receivers and the PBS stations.

Six of “Villa Alegre's” half-hour segments
will be transmitted during the demonstra-
tlon. This bilingual (Spanish and English)
and bicultural educational television pro-
gram will be alred nationwide by conven-
tional means on PBS stations this fall,

Dr. René Cérdenas, director of BC/TV, sald
he sees the alring of “Villa Alegre” by the
satellite as a natlonal breakthrough In the
utilization of space technology to dissemi-
nate educational pi to those areas
lacking PBS facilities. "The implications for
international dissemination of educational
programming and technological information
to developing countries afe monumental,” he
said.

“Our staff is delighted by the fact that
the first satellite transmission of an educa-
tional program in the world utilized con-
cepts developed by BC/TV," Céirdenas noted.

The satellite, an ATS-6 (Applications
Technology Satellite “6") was launched by
NASA from Cape Kennedy, May 30, It is posi-
tloned on the equator in a synchronous, or
stationary, orbit. It can provide two-way
audio and visual communication between
the Denver earth station and 24 of the rural
schools, designated Intensive Sites. The other
44 locations are receiver sites only.

When fully operational the system will
represent, according to Dr. Bransford, the
first widespread use of a satellite-based tele-
communication system in & 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
Committee on Banking, Housing, and
Urban Affairs,

FEDERAL RFSERVE BOARD SHOULD ALLOCATE MORE
CREDIT TO HIGH PRIORITY NEEDS

Mr. MONDALE. Mr. President, the bill
I am introducing today, 8. 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
Hexry S. Reuss, who has shown great
imagination and 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
levels 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 con-
tinues undeterred, and inflation remains
at an intolerable level,

It is clear that we have gone beyond
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 inflation-fighting investment
in new productive capacity, or inflation-
fueling investment in speculatve over-
suving of inventory, real estate, and for-
cign currency speculation, or conglo-
merate takeovers. At the same time, the
nousing industry, small businessmen
and farmers, State and local govern-
ments, and others are being driven to
Lhe wall because credit is unavailable, toa
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;

%‘hirc!. State or local government 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 for 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, Brimmer,
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
5. 3901 be printed in the Recorp at this
point, along with the remarks made by
Congressman REvuss 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 REcorp, as follows:

5. 3901

Be it enacted by the Senate and House of
Representatives of the United Stales of
America in Congress assembled.

Secrion 1. This Act may be cited as the
“Credit Allocation Incentive Act of 1874".

Bec. 2. (a) Section 19 of the Federal Re-
serve Act 1s amended by adding at the end
thereof the following new subsection:

“(k) (1) Por purposes of this subsectlon,
the term ‘National Priority Loans and In-
vestments’ means any loan or investment
which the Board determines is used for, or
meade to, any of the following:

“(A) useful caplital investments, particu-
larly if capacity-adding, energy-conserving,
environment-enhancing, or productivity-in-
creasing,

*“(B) low- or middle-income housing,

"(C) Btate or local government faciilties,

(D) small businesses and farms, or

“(E) any other category or loan or invest-
ment which the Board determines to be a
‘National Prlority 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 notifies both Houses of
Congress on the same day of a proposed
category it desires to establish under such
paragraph (1) (E), and

*“(B) both Houses of Congress do not adopt
resolutions disapproving establishment of
such category within a sixty-day period of
continuous sesslon of Congress which com-
mences on the date the Board notifies both
Houses of Congress under subparagraph (A).
For purposes of this paragraph—

“{1) continuity of session is broken only
by an adjournment of Congress sine die,
and

“(11) the days on which either House is
not in session because of an adjournment of
more than three days to a day certaln are
excluded in the computation of the sixty-
day period.

“(3) (A) In addition to any reserve re-
quirement under subsection (b), the Board
may require each member bank to maintain
a supplemental reserve conslsting of a per-
centage, determined by the Board, of its
total loans and investments other than Na-
tional Priority Loans and Investments minus
& credit equal to a percentage, determined
by the Board, of such bank's total Natlonal
Priority Loans and Investemnts. The total
credit of any bank may not exceed its sup-
plemental reserve.

“(B) Under subparagraph (A) with respect
to supplemental reserves and under subsec-
tion (b) with respect to reserves against de-
posits, the Board shall take and time lts ac-
tions in order to promote eficlency and miti-
gate hardship.

“{C) In order to offset any undesirable
money supply effecta resulting from its ac-
tions under this subsection, the Board shall
employ open market operations."

{b) Bection 19(c) of the Federal Reserve
Act is amended by inserting “or (k)" im-
mediately after “subsection (b)",

A B To Permir THE FeoeraL Resenve To
ALLOCATE CrEDIT To NATIONAL PrionTy NEEDS

The BPEAKER pro tempore, Under a pre-
vlous order of the House, the gentleman from
Wisconsin (Mr. REeuss) is recognized for
30 minutes,

Mr. Reuss. Mr. Speaker, 1 introduce for
appropriate reference H.R. 16700, a bill to
amend the Federal Reserve Act to give the
Board of Governors power to influence 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 decreasés 1n the
remaining sectors to avoid inflationary
pressures.

Such a power to allocate credit, rather
than simply to rely on meat-axe, undifferen-
ftiated, 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
thrift institutions, State and local govern-
ments, and small businesses, and is intensify-
ing inflatlonary pressures In such sectors as
Inventories, supplies of scarce material, and
real estate.

An intractable Inflation has reached 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 side-effects, is surely irresponsible,
The Fed must be given the means to al-
locate scarce credit so that more is avail-
able, at lower interest rates, for priority uses,
and that accordingly less is available, at
higher interest rates, for nonpriority uses.

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

Take housing, for example, In 1966 and
again in 1869, high, short-term interest rates
resulting from tight money caused heavy
outflows of funds from savings and loan as-
soclations and other thrift institutions. This
led to precipitous drops in housing starts.

The experience of 1974 is no different. With
prime commercial paper bringing motre than
10 percent, and US. Treasury notes going
for more than 8 percent, disintermediation
caused savings and loan associations to suffer
& net outflow of $336 million in deposits in
Aprll, Housing starts for thls May, as re-
ported by the Department of Commerce.
were at an annual rate of 1.46 milllon units,
off almost 40 percent from the 2,33 million
rate of last May. Much of this drop oc-
curred in low- and middle-income housing,
where we can least afford 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 can afford. Small business
fallures have risen to 180 per week., com-
pared to"about 170 a year ago. The total debt
of small businesses going bankrupt is up to
$200 million per month, 50 percent over 1973,

New capital investment in plant and
equipment, despite & vast varlety of tax
incentives, is llkewise hampered by tight
money. Less production capacity spells future
inflationary 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 same time that high Interest rates
are chilling worthwhile activities, the meat-
axe, undifferentiated, money aggregate policy
sees credit wasted on non-priority ob Jectives

(like Bahamas gambling casinos): diverted
into conglomerate takeovers that bid up the
prices of existing assets—Iike Mobil Of1 using
#1350 million that should be used for oil ex-
ploration to buy up Montgomery-Ward: or
channeled into fnflation inducing over-
expenfuturw—such as inventorles and sup.-
plies “that will cost more later on.”

The time has come to make the Board of
Governors of the Federal Reserve responsible
for the allocation implications of monetary
policy. With their 14-year terms and their
independence, the Governors must not
shrink from responsibility. We must develop
@ new set of tools which the Fed can com-
bine with its control of mone tary aggregates
to nllocate the supply of credit to priority
areas,

A number of knowledgeable people have
urged that the Fed act as credit-nllocator as
well as credit-creator,

Federal Reserve Governor Andrew Brini-
mer has repeatedly advocated allocative pow-
ers for the Fed since 1869, In testimony be-
fore the Senate Committee on Banking,
Housing and Urban Affairs on April 7, 1971
Governor Brimmer urged implementation of
supplemental asset reserves to avold “un-
wanted and disproportionate effects of mone-
tary restraint in particular sectors of theé
economy” and "to encourage banks to modify
thelr . ., . leading behavior to conform more
to the oblectives of monetary policy.”

Federal Reserve Bank of Philadelphia
President David P, Eastburn in the May 1974,
Business Review envisaged the Fed's develop-
ing “markei-oriented means to induce lend-
ers to allocate their funds in particular direc-
tlous for sctial purposes.”

John R. Bunting, chairman of the First
Pennsylvania Bank, in a May 19 speech re-
ported in the Phlladelphia Evening Bulletin
“assalled the Federal Reserve’s ‘fixation solely
on control of the size of the money supply’
as a tool of dampening inflation.” Instead,
Iie said: “The monetary authorities should
encourage banks to channel loans into indus-
trics whose products are in short supply and
whose production is pushing close to
capacity.”

In an April 10 speech, Albert T. Sommers,
senlor vice president and chief economist of
the conference board, asked “whether the
Federal Roserve should not be equipped with
additional powers affecting the direction of
credit, and not simply the aggregate volume
of credit supply.”

And Business Week, 1n an editorial on June
1, called upon the Fed “to start thinking
about a more selective approach to credit
control, It could, for instance, call upon the
member banks to glve preference to tem-
norary fnancing of new industrial capaclty.
Or it could ask for leglslation to give it the
power to establish a priority system for
borrowers,”

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

Other countries successfully direct the al-

location of credit through s varlety of.

mechanisms. A December 1870 study by the
Joint Economic Committee, “Activities by
Varlous Central Banks to Promote Ecouomic
and Soclal Welfare Programs,” 11sts numerous
examples, The Bank of France uses direct
credit controls to stimulate financing of agrl-
culture. The central banks of Germany, India,
Italy, and Mexico, as well as the Bank of
France, provide direct loans to state and
Ioeal governments or to public agencles. Cen-
tral bank funds are lent directly to private
companies In France, and are lent indlrectly
through private banks In Japan, Other in=-
struments have also been widely used—spe-
cial rediscounting privileges, special reserve
requirements and credit cellings, 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 1s instructive.

Tax inceutives and subsidies are often sug-
gested ns an alternative way of redirecting
resources to priority uses, Nonpriority uses of
the economy's resources, as for Bahama
gambling casinos, can be discouraged by tax-
ing them very heavily. Priority uses such as
low income nursing could be expanded if the
Federal Government were to pay part of the
cost through a subsidy,

Taxes and subsidies, however, involve real
probiems. First, though most priority sectors
of the economy have been given vast sub-
sidies, periodic crises stlll appear with tight
credit and high interest rates. Second, im-
posing high taxes on nonpriority uses of
the economy’s resources s a time-consums-
ing and complex process; tax schemes are
inflexible and are very difficult 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.

HR. 15700 gives the Board of Governors
of the Federal Reserve a new and powerfail
monetary tool for credit allocation purposes.
By vigorously amploying its new power, the
Fed could signficantly increase the share of
the Nation's bank credit golng to priority

sectors of the economy, and by the same
token reduce the amount going to nonprioe-
ity uses, o

H.R. 15709 establishcs a new category of °
national priority loans and investments
This provision specllically gives priority in
loans and investmentis to four Important sec-
tors of the cconamy: First, new capital n-
vestments that inerease productive capacity,
lower costs, control pollutlon, or conserve
cnergy; sccond, low- and middle-income
housing; third, State and local government
investments; and fourth, small businesses
‘The Fed may also establish other priority
areas as the Investmernt needs of the Nation
change provided that it lnforms Congress atl
least 60 days In advance 50 that Congre:s
may disapprove by concurrent resolutions if
it wishes, This mirrors the present power
of Congress to disapprove changes in the or-
ganlzation of the cxecutive branch, under
the Reorganization Act of 1949,

To redirect the allocation of hank credit
to national priority needs, HR. 15709 es-
tablishes a new calegory of supplemental
reserves and credils agalnst bank assets
First, the Board of Governors may require
e¢ach member bank to hold supplemental
reserves against nonpriority loans and invest-
ments, in addition to the required reserves
currently held agalnst deposits. Second, tho
Board would allow each bank to credit
against its supplemental reserve a percentage
of its natlonal priority loans and Invest-
ments. The combined ellect of supplemental
reserves and credits is to increase bank earn-
ings from -national priority loans and in-
vestments and to reduce earnings on non-
prority loans and Investments. This gives
banks & powerful Incentive to make more
national priority loans and investments.

To see how H.R. 15709 would end the un-
discriminating credit effects of aggregate
monetary policies, consider the following
Ulustration.

Based on data published in the latest Fed-
eral Reserve Bulletin, member bauks in the
Federal Rescrve System eurrently hold about
$6800 million in loans and investments. It is
difficult to determine [rom these ligures the
exact uses to which these loans and Invest-
ments are put, but the most generous criterin
would classify about one-third, or 8200 mil-
lion, as national priority uses, such as resi-
dential mortgages, State and local govern-
ment securities, and some commercial and
Industrial joans, The remaining $400 million
18 classified as nonpriority uges, such as non-
residential real estate, Inventories, brokerage
loans, and loans to finance comipanies,

Supplemental reserve requirements on the
nonpriority assets, combined with credits for
national priority assets, could induce banks
to improve this allocation of credit. Assume
the Fed requlres each member bank to hold
as little as 2 percent of 1ts nonprlority loans
and investments In a supplemental reserve,
agalnst which It allows a 3-percent credit
for national priority loans and Investments,
The supplemental reserve would be $8 bil-
lion—2 percent of $400 billion of nonpriority
nssets—and the credit would be $6 billion—
3 percent of $200 billion of national priority
assets. With their current portfolics, banks
overall would have to keep §2 billion in their
supplemental reserves. Although this is not
very large In comparison with the $35 billlon
reserve they currently keep on demand and
time deposits, it stlll represents significant
foregone earnings—aubout $200 million at
current interest rates,

Banks could reduce their supplemental
reserve requirements by devoting more of
their loans and investments to natlonal
priprity needs. For every $10 billion shifted
from nonpriority uses to national priority
uses, banks would free up to 8500 million,
zinece their supplemental reserve requirement
would fall by $200 milllon—2 percent of the
$10 billion reduction In nonpriority loans
and investment—while their credita would

rise by $300 million—3 percent of the added
§10 billion in national priority uses. A shift
of 830 blllion more into national priority
uses from the current figures to $240 billion
in national prlority assets and $360 billlon
in nonpriority assets—would eliminate the
$2 billlon supplemental reserve in the illus-
tration altogether. The potentlal of this for
shifting eredit into national priority ures,
even with low reserve requirements, is- thus
substantial.

The supplemental reserve requirement for
individual banks would vary according to the
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 supplemental reserve. A bank with
more than 40 percent of i{ts loans and Invest-
ments in national priority areas would escape
the reserve requirement.

The Fed should choose the comblnation
of supplemental reserve requirements and
credits necessary to channel the proper
amount of credit to national priority uses.
It can make the incentive to Invest in na-
tional priority areas more powerful by rais-
ing the reserve requlr it and reducing
earnings on nonpriority assets, and by in-
creasing the credit and ralsing earnings lon
national priority assets. It should be possible,
however, to use fairly low reserve require-
ments, as in the illustration, to attain the

goals of this bill without unduly burdening,

ihe Nation's banks.

The Fed should pay close attention to the
effect which supplemental reserves might
have on bank liquidity. If adding supple-
mental reserves to existing required reserfes
on deposits squeezes bank liquidity, the Fed
shonld by all means reduce existing reserve
requirements, or engage In open market op-

. erations to offset the squeecze. Purthermog.
““to minimize potential hardships on indlvid-

Y%al banks, the Fed should introduce supple-
1hontal reserve requirements gradually and
pivh adequate leadtime before promulgating
changes. After all, the purpose of this bill
15 to end the meat-ax effects of money ag-
uyregate policies, not to crunch down on
banks,

The Fed has a long and promising history
of adapting Its monetary tools to the chang-
ing needs of the American economy. At an
aggregate level, reserve requirements have
often been changed to alter the lquldity
positions of banks and to expand or contract
the money supply. But, as Governor Brimmer
polnts out, the Federal Reserve has “been
noving more and more into the use of re-
serve requirements to achieve certaln special-
ized purposes with respect to monetary pol-
(ry." For example, in 1909 the Fed imposed
supplemental reserve requirements on Euro-
dollar borrowings by domestic banks, in order
to inhibit monetary growth from this source.
In July 1966 and again In July 1973, the Fed
incrensed reserve requirements on time de-
posits, other than savings accounts, to as
Vigh as 11 percent on July 4, 1973, in order
to inhibit the flow of funds from savings
ntid loan assoclations to bank certificates of
deposit. Supplemental reserves and credits on
assets would be in line with this tradition.

Although H R, 16709 would materially im-
nrove the Natlon's abllity to allocate credit,
it admittedly Is not a complete panacea.

First, it does not give the Board of
Ciovernors powers of allocation over the
iendlng and Investments of nonmember
commercial banks. Legislation pending before
Conpgress to give the Fed power over the
reserve requirements of most nonmember
banks would readily remnedy this.

Second, HR. 15709 does not give the Board
allocative power over nonbank financial
jnstitutions, such =as savings and loan
assoeiations, credit untons, or pension funds,
At the moment, however, it does not seem
necessary to give this power to the Board.
Nonbank financial institutions are resiricted,
either by law or the nature of their liabilities,
as to the kinds of loans and Investments they
carry in their portfolios, thus limiting their
ability to counteract Fed policies. Further,
some of these institutlons, such as savings
and lean assoclation and mutual! savings

banks, already lnvest heavily in national
priority areas.

Finally, H.R. 15709 contalns no controls
over the uses to which corporations put thelr
internally generated funds, amounting tc
more than $150 billlon in 1873, It is pos-
sible that large corporations could  obtain
resources for nonpriority uses from theh
internal funds or going into other credir
markets, such as commercial paper or Euro-
dollars. There is certainly the risk that this
and other escape hatches could impalr the
Fed's ability to direct more credit to nationa!
priority areas,

If experience shows that Fed control
should go beyond commercial banks, further
leglslation could be enacted extending reserve
requirements and credits against assets to
other financial Institutions. Congress could
also consider establishing In the Fed manda-
tory credit allocation powers, Making the
Fed a credit allocation agency would not be
unprecedented. In fact, 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 divert 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 shift in credit from retail
trade, commodity dealers, and finance com-
panies to defense production and Investment
by utilities during 1951. The end of the Ko-
rean war brought an end to the program, but
there s no reason why we should not resur-
rect it if needed.

While the purpose of HR. 15709 is to im-
prove credit allocation, 1t will also affect the
ability of the Fed to control monetary ag-
gregates. Bupplemental reserves and credits
on assets will be a new variable in Fed cal-
culations. They introduce a new uncertainty,
since banks would be able to change their
average reserve requirements by changing
thelr asset portfolios.

The new reserve requirements, however,
should not impose insurmountable preblems
for Ped monetary policy. Day-to-day control
of monetary aggregates, which would be most
vulnerable to reserve uncertainty, is not as
important as is longterm control, where
adaptation to new varlables 18 easler, Sec-
ondly, the relatlonshlp between movements

In monetary aggregates and the perform-
ance of the economy 18 not so preciss that
this amendment would significantly alter
it. Finally, with its current level of profes-
slonal expertness, it should not take the
Board of Governors or its staff very long to
incorporate supplemental reserve require-
ments and credits into their money supply
calculus, The benefits of assuring that credit
is available for national priority needs far
outweigh any possible difficultles in short-
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Iu lght of the damage done by meat-ax
Rggregate money policies L. natlonal priority
sectors of the économy, like business Inyvest-
ment in plant and equipment, low- and
middle-income housing, aud Stete and local
governnients, a new appioach w eredit allo-
satlon s needed. HR, 15700 0lis this need by

isforeing the Federul Reserve Into s

credit-allocating. as well a5 & credli-creatin
tustitution, =
The importance and complexity of this

I~sie requires that a fuii wscussion and ex-
change of ideas about It luke place. I hope
that HR. 15708 will lc.d to this much-
needed discussion,

BoaRD OF GOVERNORS,
FEDERAL RESERVE S7sTEM,
Washington, D.C., August 5, 1974
Hon, Hexry 8. REuss,
House of Representalives,
Wasliington, D.C.

Dear CONGRESSMAN HEUss: T am respond-
ing to your letter of July 10, 1974. You asked
mie (along with other Board Members) to
comimment un the legislatlon which you have
introduced designed to empower the Federal
Reserve Board to influence explicitly the sec-
toral distribution of bank credit. In a letter
of July 20, 1974, Chalrman Burns responded
on behalf of the other Board Members, It was
indlcated that I would respond separately
since I did not share the position adopted by
the majority of the Board.

First of all, I wish to applaud your effort
to provide the Federal Reserve with addi-
tional instruments which would enable the
Board to cope more effectively with the dis-
tortion in the sectoral distribution of bank
credit which typlieally occurs during periods
of monetary restraint, I have also been trou-
bled by the same range of dificulties which
have concérned you. In fect, as long ago as
April, 1970, I suggested toai the Board be
given suthority, to establish supplemental
reserve requirements on bank assets. Such
supplemental reserves would have been set
on & differential basis—thuy allowing the
Board to encourage banuks te chaunel funds
into areas of high pational priority and to
discourage bank credit leoidinug in areas of
lesser importance. In the Spring of 1871, the
Subcommittee on Finaucial lusuitutions of
the Committee on Banking, Houslng and Ur-
ban Affairs of the U.B, Senule held hearings
on & bill containing many of uhe features ol
the proposal which I advanced. Ay that time,
the majority of the Boasd also objected to
being granted such authosity. In appearing
before the Subcommitise, I [avored the ldea;
1 still favor a similar attack on Lhe problem.

Your proposed legislation Is superior to the
earlier approach becauss It would provide
for the establishment of &« system of both
supplementary reserves and credits, This
provision would endow ihe Hoard with a
great deal of flexibility, and it would also
deal with some reservations ralsed with re-
spect to the earller proposal

The general nature of e problem on
which you focus is widely understood. As
you know, in a number of papers, I have
documented the adverse 2ifccts of monetary
restraint on sectoral crediv Sows. One of
these waa presented at the Auoual Meeting
of the American Finance Associstion in De-
cember, 1072. Another wes presented at the
American Economile Association Annual
Meeting last December. I have enclosed
coples of these papers for your information.

In essence, during & perlod of substantial
monetary resuraint, the reaultlog higher costs
and lesser availability of bauk credit strike
different sectors of ihe ¢conomy most un-
evenly. In general, banks show a strong pref-
vrence for lending to long-standing business
customers (particularly lerge corporations)
while other potentlal borrowers receive a re-
duced share of the eviilabie funds. At the
same time, there is typlcally s sharp shift In
the flow of funds away from housing, Btate
und local governments, small business, fi-
nance ecompanles, and Iwrmers. In contrast,
business borrowers are affected to a much
legser extent—although the cost of funds
10 them does rise substantially,

Operating under your proposal. the Federal
Heserve could provide o genulne incentive
for banks to concentrate on suelally desirable
lending. It is true that, within the framework
established by the bill, the Board would have
a great deal of discretion to vary supple-
metital reserve requirementis, However, no
central bank credit would flow into particular
sectors, Instead, by varylng the structure of
supplemental reserves or credits, the Board
eould Induce banks to respond more expliv-
itly to the high priority financiug needs of
the economy,

Over the last four years, during which 1
hiave been callipg stiention to the need for
authority similar tu that wiich you propose
to give the Pederal Ileserve, I have en-
countered & number of reservations, These
have been raised within the Federal Reserve
System as well as by observers on the outside
Some of these were expressed by the majority
of the Board in Chainusn Burns' letter of
July 29. I see no need to respond in detall
to those reservations at this time. I would
simply say that they do raise a number of
tssues on which ycu and your Committee
ought te focus. For my part, while I recog-

nize the basis of the reservations, I personally
think that the benefits which would accrue
from implementing the proposal outweight
the types of costs which others have identi-
fied. In a paper I gave in April, 1970, I did
nddress myself to some of the (similar) ob-
jections which had been expressed at that
time. Many of these reservations” involve
mainly technical lssues. Consequently, the
application of a ressonable amount of first-
rate staff talent should result in their reso-
lution. I also enclose a copy of that paper
for your information.

In passing, I should note that the use of
differentlal reserve requirements to influence
sectoral eredit flows is quite common among
some foreign central banks, This is especially
s0 among banks in developing countries, I
summarized the experience of some of those
forelgn institutions in s paper which I deliv-
ered in Jamalca in 1970. I have also enclosed
a copy of that paper.

Again, I applaud your efforts to have the
Federal Reserve given additional Instruments
to deal more effectively with the adverse
shifts in credit flows assoclated with mone-
tary restralnt.

Sincerely yours,
ANDY.

[From the New York Times, Aug. 12, 1074]
CREDIT RATIONING

One of the shortcomings in a tight money
policy as the prime weapon against infla-
tlon is its extremely uneven impact on
different sectors of the eoconmy. Some bor-
rowers, the biggest or those who can pay
the highest rates, can get all the credit they
need, while other borrowers are cut off and
threatened with financlal disaster.

Obviously, it {8 impossible to run a gen-
erally restrictive monetary policy without
hurting anybody; but the question ralsed
anew by the present credit squeeze Is
whether the right borrowers and types of
loans are belng cut off.

A group of Democrats, led by Representa-
tive Henry Reuss of Wisconsin, Is urging a
more selective Federal Reserve policy—one
that would insure a large flow of credit for
four general purposes: productive capital
investment that would increase the supply
of goods, lower- and middle-income housing,
state and local governments and small-busl-
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 larger
resreves agalnst soclally undesirable Joans
and receive credits when they made pocially
desirable loans.

The Federal Reserve Board, with one gov-
ernor dissenting, 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 priority
needs"—because, in a democracy, these are
matters for political decision. But, if it en-
acted the Reuss bill, Congress would In fact
be giving the Fed political backing and broad
policy guidance, The Federal Reserve, & crea~
ture of Congrees, would be executing the pol-
icy of Congress. There is nothing unique his-
torically in its doing so,

Dr. Burns also argues that the bill would
cause “serious administrative problems” for
the Fed and for member banks, including
greatly increased requirements for informa-
tion. But there are already heavy costs to the
economy and soclety from the existing dis-
torted pattern of credit allocation and the
inndequate information on the uses of bank-
ing resources.

Within the same over-all pattern of credit
restraint and average reserve requirements,
selective allocation of credit should prove to
be less Inflationary—by encouraging more
productive investment and by avoiding un-
due hardship on particular sectors through
higher rates of growth in the money supply.
‘The real cholce s not between general and
selective controls but between the accl-
dentally selective impact of general tighten-
ing and a rationally selective pollcy within
the same framework.
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8. 3512, UNEMPLOYMENT COMPEN-
SATION AMENDMENTS OF 1874

Mr. MONDALE, Mr, President, on
May 16, 1974, the distinguished Senator
from 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 unemployrnent
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 Federal-
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 pm-cha.sms “throughout the
economy and cuahion the shock of un-
employment on the economy. In addition
t.o ping the worker, the program is de-

to help the entire economy by
maintainlng 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 countercyelical
in effect and help to prevent unemploy-
ment from spréeading 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 in 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 unemployment compensation sys-
t.emca.ma o effect as a result of con-
in 1935, Just as Con-

.80 too it has a respousib!l[ty for

ein&‘that the program is modified to
insure that its basic objéctives con-
tinue to be met.

WASHINGTON, WEDNESDAY, SEPTEMBER 11, 1974

No. 136

Senate

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 27-39—which will be
added to the 26 weeks now provided by
most States, are financed through Fed-
eral-State cost sharing. The “trigger”
for extended benefits is eliminated for
weeks 27-39.

Second, the bill would enact Federal
standards for eligibility 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 bill embodies Federal stand-
ards for amounts of compensation the
weekly benefit amount of any eligible in-
dividual for a week of total unem,plor-
ment must. be an amount equal to & 6634
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 must be
no less than 100 percent of the state-
wide a\rerageweekb'waxe >

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

Sixth, the bill establishes & 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 or-
ganized 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

Foderal-State system; their members
want reform. :

I am delighted with their support, and
1 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. Biemiller, 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 Bweeney, political and
legislative director, International Broth-
erhood of Teamsters, Chauffeurs, Ware-
housemen & Helpers of America be
printed in the Recorp.

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

AFL-CIO,
Washington, D.C.
Hon. WALTER F. MONDALE,
U.S. Senate,
Washington, D.C.

Dear Senaron: We have carefully studied
B. 8512, a bill to extend and improve the
Federal-State unemployment insurance sys-
tem, which you introduced on May 16, 1974.

Recently, the AFL-CIO Executive Council
pald “Despite this danger, (sustalned high
unemployment) the nation is still saddled
with an obsolete system of unemployment
compensation mcapnhle of meeting the needs
of jobless workers,"”

The Counicil statement on “Unemployment
Insurance” continued, “the glaring defi-
clencies of the entire unemployment com-
pensation system merit the Inmediate atten-
tion of the Congress,

S.3512 merits the conslderation of Con-
gress because it meets the present deficiencies
in our Federal-State unemployment Insur-
First, it inciudes the thousands of work-
ers who after 89 years remain without the
protection of unemploymeni insurance,
namely, agricultural and domestic workers
and public employees.

Becond, it setsa a minimum standard na-
tionwide in the determination of eligibility.

Third, it fixes a minimum weekly benefit
amount for each state that is relgted to the
economy of the state.

Fourth, it approaches the problem of the
"walting perlod” in the same manner which
has so long been saccepted in the field of
workmen’s compensation. S: 8512 extends
unemployment insurance to 39 weeks.
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THE SUGAR ACT

Mr. MONDALE. Mr, President, 2
weeks ago my distinguished colleague
from North Dakota, Senator Burbpick,
gave my excellent speech at the dedica-
tion of the new Red River Valley beet
sugar factory at Hillsboro, N. Dak.

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

But, as Senator BurpicK pointed out
in his address;

It is fronic that 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 should like to quote a brief portion
of Senator Bprpick's remarks which I
believe go to the very heart of the con-
Rrotnray over extension of the Sugar

ct:

Although the sugar program was born dur-
ing the Depression, 1F aided us in obtaining
necessary supplies when prices were high, It
provided for orderly marketing and prevent-
ed scrambling for world supplies in pertods
of shortage, By means of it, we obtained ade-
quate supplies at fair and stable prices.

Critics have called the Bugar Act Program
a "subsidy program.- talk about the
costs of the program to America consumers
in periods when world prices are low. They

the benefits this country has re-
ceived from the program. :

1t is far more enlightening and real-
istic to think of the Sugar Act as a long-
range purchase contract. -

What is the impact of the defeat of
the Sugar Act earHer this year by the
House of Representatives? Beveral fig-
ures cited by Senator Buroick offer use-
ful insight:

From January 1 through May of this year,
before the House action, the duty paid price
of sugar landed in New York was $3.26 per
100 pounds lower than the world price at
the point of origin. On July 25, the New
York price was #3.26 per 100 pounds above
the world price,

The increase of 8588 per 100 pounds in
domestic prices relative to world prices Is
chargeable to the actlon of the House of
Representatives In voting down the Sugar
Bill. That increase will cost American con-
sumers $1.4 billion on the 12 million 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 Bop BercLaND 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 the need
for this Jegislaston, I ask unanimous con-
sent that the full text of Senator Bur-
pIck’s speech be printed in the REecorp.

Senate

v

There being no ebjection, the speech
was ordered to be printed in the Recorn,
as follows: >

AppRESS OF SeniaTes QUENTIN N, BURDICK

I welcome the epportunity to appear here
today at this historic dedication of the Red
River Valley Cooperative. The Hillsboro fac-
tory, being dedicated today, and the Wah-
peton factory have carried their efforts for-
ward jn making the Red River Valley the
“Sugar Beet Bowl" of the world.

I would like to commend you for the lead-
ership you have shown under John Bruns-
dale, your Prestdent, and John Alexander,
your Executive Vice President. The fact that
all of you have invested & 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 the
history of the beet sugar industry of the
Red River Valley. All beet sugar factories in
the Red River Valley are now farmer-owned
cooperatives.

Not only have the farmers of the Coopera-
tive Joined together in this undertaking, but
you have had the cooperation of private
banks, state banks, and of the Bank for
Coaperatives, and you have had the coopera-
tlon of several agencles of the States of
North Dakota and Minnesota and of the fed-
eral government. It was & privilege for me
to participate in this effort also, as I always
stand ready to help you.

The Hillshoro and Wahpeton factories have
been constructed because of a guarantee pro-
vision designed to encourage new sugar pro-
duction. These provisions were to enable new
sugar factories and farmers to produce and
market until they could develop historical
bases for allotments.

These two new factorles have been con-
structed because of a guarantee provision
incorporated in the 1071 extension of the
sugar act, recognized that no new
sugar factories had been constructed for sev-
eral years. New factorles were needed to re-
place the old ones that were going out of
production and to help supply the increas-
ing requirements of domestic consumers. Ac-
cordingly, Congress guaranteed that sufficient
acreage and marketing allotments would Le
made available to permit the production and
marketing of 100 thousand tons of sugar by
new beet sugar factories during 1872, 1973,

and 1974. A corresponding provision was meds

for the establishment of 8 new BUZAT Cam?
enterprise.

Farmers of the Red River Valley startel
to work Immediately after the new sugar bill
was approved, October 14, 1971. As a resuit
of herole efforts, the factories at Hillsboro
and Wahpeton will start operating this fall.
Through no fault of their own, the growers
at Renville, Minnesota, were unable to meet
the construction schedule, so 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 planning
for sugar production. But surely, the result
\s worth all the effort—by 19756 the beet in-
dustry could be a $300 mfllion & year business
in North Dakota and Minnesota—large by
any standards.

It is ironlc that the forty-year-old Sugar
Act, which Induced you farmers to erect
these factories, 1s currently scheduled to ex-
plire the end of December of this year. There
are & number of factors which contributed
to the defeat of the bill in the House of
Representatives. Consumer resistance to the
present price of sugar and food prices iu
general, the fact that for the first time tho
domestic producers, processors, and caue
sugar refineries could not acree on a uni-

fied position; and, significantly—that the
Administration did not actively support the
bill. In fact, certain officials of the U8, De-
partment of Agriculture were known to be
opposed to any extension of the program.

Today, we have a sugar crisis. The prob-
lem has been in the making for several
months, It deserved able handling. The
handling that It has received Is costing Amer-
jcan consumers billions of dollars and is
tending to prevent corrective actions,

Let us examine this couniyy's sugar pro-
gram and its wreckage,

The Sugar Act was primarily established
in 1934 to protect domestic BUgar 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 mainland. Prior to 1960,
Cuba and the Philippines supplied almost
all of our imported sugar. Bince Cuba has
jolned the Communist orbit, sugar imports
come from the Phillppines and 30 other coun-
tries, But the Act has also assured consumers
ample supplies of sugar at reasonable prices.
A fundamental effect of the Act has also been
to encourage forelgn trade—a situation which
has helped create a healthy economie cli-
mate for our domestic sugar Industry. These
purposes have not and should not change.

Last November, when it was becoming evi-
dent that the world sugar supplies were short
and prices were starting their ascent, spokes-
men for the Department of Agriculture called
for the termination of the sugar program. The
essence of the sugar program ls very slmple.
A fair price objective is established for sugar
supplies to the domestic market, Prices have
been malintained in this country by means of
a tariff and guota system. In addition, there
is a tax on sugar, which provides funds for
making condltional payments to growers and
for meeting the general expenses of govern-
ment, )

Forelgn producers were glad to sell this
country sugar under the guota system at the
prices established by the formula of the Bu-
gar Act. They knew that, at times, they
would recelve lower prices In our market than
they could receive in the world market. They
filled their U.S. quotas at such times because
they received fair prices in the United States
in periods when world prices were disastrous-
1y low. Over the years they came out ahead.

When this country stopped taking sugar
from Cuba, our quota system was used to
stimulate productlon in other supplying
countries,

Although the sugar program was born
during the depression, It alded us in obtain-
ing necessary supplies when prices were high,
It provided for orderly marketing and pre-
vented scrambling for world supplies in pe-
riods of shortage. By means of it, we ob-
talmed adequate supplles at fair and stable
prices.

Critics have called the Sugar Act Program
a “subsidy program"., They talk about tha
costs of the program to American consunrers
in periods when world prices are low. They
disregard the benefits this country has re-
ceived from the pr "

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

Many people, even in the Department of
Agriculture, appear not to understand tha
diffcrences between marketing problems for
such crops as rotton, seybeans and wheat, en
the one haud, and sugar cane and Sugsar
beets on the other. Soybeans and wheat, in
the form markeled by farmers, may be
shipped great distances and processed



months after harvest. A bale of cotton may
be stored for years and finally be processed
on the other side of the world.

Sugar cane and sugar beets must be proc-
essed locally. Sugar cane should be ground
within hours after it is cut. In cold weather,
sugar beets can be carried for several months
before they are sliced, but even for beets,
the processing season is short.

You growers know, firsthand, the cost of
entering sugar beet production. Each of your
two new factorles 1s costing more than §30
million or $400 per ton of productive capac-
ity. If 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 thousands of dollars for specialized
planting and harvesting equipment and for
trucks to haul the beets to.dellvery points.
You have incurred Indebtedness that wiil
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,
Forelgn countries invested hundreds of mil-
lions of dollars expanding sugar production
to 1ill the gap in our supplies when Cuba di-
verted Its supplies 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 financlal interest in the factorles, 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 building beet sugar factories
in the United States.

Although sugar beet and sugar cane fac-
tories and essoclated farm production must
be planned and financed for long perlod of
Years, sugar prices In the world market are
subject to wide fluctuations gver short peri-
ods of time. Some of you will recall 1920,
when sugar prices rose to around 25 cents a
pound; two years later, reflned sugar was
selling for less than 5 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 differ-
ent now,.and certainly they appear to be dif-
ferent, Nevertheless, responsible financial in-
stitutions can not base the Investment of
hundreds of milllons of dollars on the mere
hopes or appearances. They need assurances
until the loans can be repald.

Sugar producers, both in this country and
abroad, will expand production if they ars
assured of falr prices over a period of years
but they caunot jump into production dur-
ing periods of temporary scarcity and high
prices,

In recent months, we have witnessed o
carefully planned and organized effort to
terminate the Sugar Act and destroy tho
domestic sugar-producing industry. Stari-
ing last November, the Director of the Sugar
Division at the Department of Agricultura
made speeches against the Sugar Act, He
was followed and supported by other offi-
cials of the Department. Bhortly before the
bill to extend the Sugar Act came up on the
floor of the House, a publication, criticising
the sugar program and the existence of thz
domestic sugar industry, was released. Somec
of these statements incorporated suggestions
for a target price and payment system for
temporary protection, but in terms of prac-
tical economics and polities, those sugges-
tions offered North Dakota beet growers no
protection.

Critics of the domestic sugar Industry
charge that it i Ineficlent and say that do-
mestic sugar production is subsidized. They
undertake to woo consumers by calling atten-
tion to the cheap sugar they could buy on the
world market when prices are depressed,

The critlcs tell farmers that they could
make more money growlng otiter 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 tha
problems that confronted Red River Valley
wheat growers when they lost their export
market 50 vears 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 pain in our Northwest'?
Do you remember when your leaders werc
referred to ns ““The Sons of The Wild Jack-
nss"? My guesa is that farmers In the Red
River Valley will be unwiliing to return to
one-crop agriculture.

Some of those who argue for free trade and
the elimination of the domestic sugar in-
dustry, also claim that the Red River Valley
would have more beet factorles today if the
Sugar Act did not exist. They say this, know-
ing that world sugar prices were below 3
cents per pound durlng most of the 1060's

nd as low as 14 cent per pound durinzg

the Great Depression, )

Then we come to the argument that the
sugar program is expensive to consumers,
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 lmporter in the world. However, at no
time since the early 1930's could the world
market have supplied all the United States
requirements for sugar. It would require
decades of effort and the expenditure of bil-
llons of dollars to expand world production
sufficiently to meet the total requirements of
the United States. Do we want to put for-
eign countries in complete control of our
sugar supplles? Our recent experience with
oil imports and our current sugar problems
would seem to give sufficient warning not to
get Into further difficulties of that sort.

The major sugar-consuming countries of
the world consider thelr 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. Countries
on the continent of Europe obtaln all cr
most of their requirements from their own
beet sugar industries and they insist on
continuing to do so0.

The charge has been made that our do-
mestic sugar programs costs consumers be-
tween $502 million and 8730 million annu-
ally. I understand that sugar experts quarrel
with these statlstical conclusions and even
critles 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 bill placed the cost within a
range of only 115 to 2!, 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-
tile industry and, in fact, to most 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,
bhusiness and labor in the case of our manu-
facturing industries. It needs to be accepted
equally for some of our agricultural eunter-
prises.

The defeat of the Sugar Bill told foreign
suppliers that they would, K 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 highest 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 US.
average retail price was 1615 cents per pound.
By June 5th, the day the Sugar Bill was
defested, the raw price had risen to 2415
cents per pound. By July 25, the raw price
had risen to 3115 cents per pound—2015
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 above 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 will cost American con-
sumers $1.4 billion on the 12 million tons of
sugar they counsume each year,

It 1s impossible to determine how much
of the additional rise is a result of the House
action; just as It s Impossible to determine
how much was the result of earlier state-
menls and actious of the Department of
Agriculture. However, the total increase of
201, cents per pound sinece last November
will add nearly $5 billion in the annual cost
of sugar to American consumers.

Many families have raised pgardens this
year to help keep down the cost of food. Now
when the canning season is here, they find
that the higher cost of sugar may offset the
savings from their summer’s work. 1f Amer-

ican housewivea 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 ohviously 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 guestions. Unless actlon 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 tarlff on imported raw sugar will
go from 6215 cents to at least $1.52 to $2.00
per hundred welght. However, the President
has the authority to keep the tariff at 621
cents by an Executive Order imposing a gquota
system. The exact authority is still being
researched.

2, Secretary of Agriculture, Earl Butz, has
discretlonary sauthority to institute a loan
or purchase price support program at levels
from zero to 907% of parity for domestic
sugar producers under Title IIT of the Agri-
culture Act of 1849, in the event such pro-
tection is deemed necessery.

3. The President has general authority to
restrict imports through the Tariff Commis-
sion or Section 22 of the Agricultural Adjust-
ment Act of 1833.

‘These then are possible alternatives that
we have avallable other than legislation.

There is no quick or easy solution to our
sugar problem. We need increased sugar pro-
duetion in the United States and in foreign-
supplier nations. This will require the in-
vestment of hundreds of milllons of dollars
over a period of years. Results cannot be ob-
tained from & l-year or a 2-year program. It
is not certain that results can be obtained
from a 5-year program. It may require a 10-
vear program.

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 Rave 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 danger,
that the users of sugar, particularly com-

mercial users will turn to substitutes such
as corn syrup and other sweeteners, There 1s
a peril point which cannot be ignored. I am
confident, however, that you growers will be
willing to sit down with consumer repre-
sentatives and with the Committees of Con-
gress to write legislation that will reestab-
lish plentiful supplles and fair prices. The
House's earlier rejection of the sugar bill
and the constitutional problem in originat-
ing such legislation in the Senate will of
course, make your task more difficult.

At present we are exploring all avenues.
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 possibility of legislation in
this Congress. At the moment, I have nothing
coucrete to report. As I close, may I leave
vou with this tribute; You are fast making
the Red River Valley into a major sugar bowl
for the United States. This climate and rich
soil 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 settied this country,

I pledge you my continued efforts on the
legislative front.

I congratulate you and wish yon the great
suceess you so richly deserve,
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By Mr. MONDALE (for himself
and Mr. BROOKE) :

Senate Joint Resolution 246. A joint
resolution authorizing 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 Judiclary.

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 Administration 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 f;na-&'
prevent the full story of Watergate from
ever being told.

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 recuwrrence 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 our 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
sgch 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 distinet
advantages over other proposals that
have been advanced:

Unlike proposals for congressional in-
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, Jaworgki and
his staff;

And finally, by placing this critical re-
sponsibility in the hands of the respected
Special Prosecubor and his excellent
staff, our approach avoids devisive ar-
gumerit 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-
portant 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 hill 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.



United States
of America

Congressional Record -

PROCEEDINGS AND DEBATES OF THE 93d CONGRESS#SECOND SESSION

Vol. 120

WASHINGTON, THURSDAY, OCTOBER 3, 1974

Neo. 149

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 Interfor 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 = 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 8t, Croix
River Act, the Congress established a
unique approach to the preservation of
a scenic and recreational riverway. This
approach involved a sharing of respon-
sibility 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 riverway 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 Congress
was far too low to carry out & full pro-
gram of protection in the Federal man-
agement zone. In fact, subsequent ap-
praisals showed that a funding level of
$7.275 million would permit protection of
only about one-third of the Federal seg~
ment of the river.
At g meeting last February, members of
the Minnesota and Wisconsin congres-
slonal delegations together with Gov.
Wendell Anderson of Minnesota and a
representative of Governor Lucy of Wis-
consin discussed this problem with offi-
cials of the Park Service and the Depart-
ment of the Interlor. 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 fleld 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 fizure 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 govérnment
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 the bill
from within the Department of the In-
terior.

In approving 8. 3022 today, the Senate
can insure that the priceless natural
values of the lower St. Croix River are
not destroyed but preserved for people

Senate

today and for generations 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
Wwild and Scenic Rivers System. I am
very pleased that the Senate Interior
Committee has included in the list of
study rivers two rivers in Minnesota, the
upper Mississippi and the Kettle, in ac-
rordance 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 wildlife and only
barely touched by residential develop-
ment. The 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 fully®with the Federal Gov-
ernment in avoiding any duplication of
effort in connection with thé 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 i~ this water-
way. From its source at Lake Itasca to
the boundary of the city of Anoka, the
upper Mississippi is predominantly a
wild and scenic river with some stretches
that might be classified recreational.

This past summer I had an opportu-
nity to personally visit the Mississippi at
Monticello, Minn. I was impressed by the
remarkable quality of the water, by the
serenity of the scenic view, and espe-
cially by the fact that these natural val-
ues can still be found on the Mississippl
within 30 miles of a major urban center.

In the case of the Mississippl, like the
Kettle, the State of Minnesota has al-
ready initiated a study under its scenic
rivers program. But with a river seg-
ment more than 400 miles long, there is
no hope that Minnesota can safeguard
this resource wthout substantial IMederal
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 5. 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 following statements be
printed in full at this point in the Rec~
ORD,

There being no objection, the material

was ordered to be printed in the Recorbp,

as follows:

TESTIMONY OF BENATOR WaLTER F. MONDALE
ow Lower Brt. Crox RIVER

Mr. Chairman, T am grateful for this op-"

portunity to testify before the Committee

- on 8., 3022, the bill Senators Nelson, Hum-

phrey and I have Introduced to increase the
authorlzation for the Lower St. Croix River

Preservation program.

This Committee has probably devoted as
much or more attentlon to the Lower Bt.
Croix as it has to any other river in the
country. Interlor Committee consideration of
legislation affecting the river dates back to
19656, and you are by now well aware of the
natural attributes to this unlque resource,
Qualities such as the spectacular rock for-
mations of the Dalles of the St. Crolx, the
intimate islands threading the river between
Taylor Falls and Stillwater, and the majesty
of Lake St. Crolx, in 1972 prompted the Con-
gress to designate the Lower St. Crolx as
the first federally protected additien to the
original National Wild and Scenic Rivers Bys-
tem,

An unprecedented agreement for coopera-
tive federal-state river management was
adopted in the Lower St. Crolx Act, The fed-
eral government was deslgnated as the ad-
ministering agent for the upper 27 miles of
the river while the states of Minnesota and
Wisconsin were to share administrative re-
sponsibility for the lower 25 miles of the
river. A coordinated approach to the overall
protection p was to Dbe achieved
throngh a joint master plan to be developed
within one year of the date of enactment
{October 25, 1972) and submitted for con-
sideration by the Congress,

The obvious aim of the Congress in passing
the Lower St. Croix River Act (P.L, 82-660)
was to assure the perpetusl preservation of
the scenic and recreational opportunities af-
forded by this remarkably unspoiled metro-
politan river.

This concept of perpetual preservation lies
at the heart of the wild and scenic rivers
system, and {t is a guarantee, backed by the
resources of the federal government, that
however man’'s intrusion may destroy or dese~
crate other natural resources, rivers included
within the system will be fully protected for
people living today, for their children, and
for generations to come.

Embodied In the form of legislation, this
objective of permanent preservation of the
Lower 8t. Crolx won the near unanimous
endorsement of State and loeal officlals rep-
resenting the river wvalley, of residents; of
conservation groups, and ultimately of both
3011395 of the Congress and the Administra-

on,

The record time in which the Lower 8t.
Croix River Act was passed—five days from
the initial mark-up by the Senate Interior
Committee through Committes and floor ac-
tion in the House—attests to the urgency
Congress attached to protecting the. river.
in view of the immedlacy of the threat posed
by developers. : i

This sense of urgency was fully justified. It
the Congress had moved as quickly as it did
to pass the Lower St. Crolx River Act, cliff
dwelling townhouses and a mid-rise apart-
ment bullding might today scar the bluffs
of the river. For even as federal-state plan-
ners first met to develop the specific detally
of the protection program, one developer was
proceeding with his own plans for the con-
struction of a housing pr which in~
cluded townhouse and an apartment bulld-
ing to tower over the valley.

Even with the Act, it took massive pres-
sure from the Governors of the two States,
members of the Congress, and a lawsuit filed
by the Attorney General of Minnesota to
force the developer to reconsider his plans.-In
the face of the lawsult the developer signed
an agreement lagt September 27th, resulting
In the modification of his plans to conform
to riverway guldelines. : fiy

Although this project was stopped in time,
there Is nevertheless no assurance today that
another developer could not attempt to press’
for a similar project and win even.in the
courts. ’

It is against this backdrop that today's
hearing takes place. Less than 8 month after
the agreement with the developer was
reached, two new obstacles emerged to jeo-
pardize the Immediate goal of completing the
master plan and implementing the preserva-
tion program. The first and relatt °
problem was the unantiolpated fot an



envirenmental Intpw i statoment on  the
project. The second and by far Lthe most serl-
ous obstacle wns the discovery of a major
deficlency in the funding for the federal
share of the program,

The initial estimate of the cost of the
project was developed by the Burenu of Out-
door Recreation. It was based upon the aver-
age per acre price of land in the Bt. Crolx
Valley., Nelther the Congress nor the States
had any reason to question this estimate of
£7.276 million for acquisition and develop-
ment In the federal zone, and this figure was
included as the authorization celllng in the
Lower 8t. Crolx River Act. Only later, after
more detalled appraisals, did we discover
that the actual cost, based on the price of
land per front foot along the river, would
be much higher,

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

“As you know, the State governmentis of
Minnesota and Wisconsin are participating
with your Department through the National
Park Service In the formulation of the
Federal-State Comprehensive Master Plan
for the protection of the Lower St. Croix
River under P.L. 82-560.

“We are, however, distressed that the
funding provided by last year's Lower S5t.
Croix River Act for acquisition and develop-
ment of lands in the 27-mile federally ad-
ministered river zone appears to be inade-
quate. Nearly two-thirds of that segment
will have to be controlled through a frag-
mented system of loeal zoning codes, rather
than through full or partial publle interest
in lands by your department. We are con-
cerned as to how this serfous gap occurred
since there seemed to be no question at the
Btate or Federal levels during negotlations
on the bill that the §7,276,000 sought for the
federally administered segment would be
sufficient to protect the full 27-miles of the
river valley through fee or easement pur-
chase on river front lands, except within
four small municipalities and State-owned
areas.”

The Governors requested Secrctary Mor-
ton's assistance in seeking additional funds
from the Congress. But In its reply, dated De-
cember 6th, the Department rejected this
plea and effectively told the States thal not-
withstanding the federal commitment to
protect the zone, Minnesota and Wisconsin
would have to assume the full responsibility
for preservation of two-thirds of the federal
segment,

Interior's letter prompted members of the
Minnesota and Wisconsin Congressional
Delegations on December 20th to request
a meeting with Ronald H. Waller, Director
of the National Park Service.

The meeting was held In the Capitol on
February 6, 1874. Asslstant Secretary John
Kyl, Dr. Richard Curry, Robert Chandler,
Richard Whittpen and others represented
the Department of the Interior, Governor
Wendell R. Anderson, Commissioner Robert
Herbst and Assistant Commissioner Archle
Chelseth of the Minnesota Department of
Natural Resources attended on behalfl of
Minnesota. Farnum Alston appeared for Gov-
ernor Lucey and James Harrison and James
Johnson for the Minnesota-Wisconsin
Boundary Area Commission. Finally, Sena-
fors Nelson, Humphrey and myself and Rep-
resentatives Blatnik, Fraser, Karth, Quie and
Thomson took part in the discussion.

Our common goal was to seek assurances
of Administration support for legisiative ac-
tion to afford adequate and timely funding
for the project at a level which would
guarantee perpetual protection of the entire
river corrldor. We also sought an assurance
that high priority handling would be granted
by the Department at all levels for both the
completion of the environmental impact
statement and the approval of the master

1an.

i At this point I should like to have inserted
in the hearing record a copy of a letter from
Assistant Secretary John Kyl received by
each of the Congressional participants in the
February 6th meeting. This letter indicates
that $18,775,000 would be required to carry
out a program of full protection for the
entire 27-mile federal segment of the river.
This estimate is, incidentally, based upon
the level of protection envisioned by the
Congress when the Lower 8t. Croix River
Act was passed, At that time a conceptual
development plan had been prepared by the
federal-state Lower St. Croix study team and
made avallable to members of the Congress
and the publie. This plan appears on page
108 of the Interior Committee’s hearing re-
corded on 8. 1928, the Lower St. Croix River
Act. It shows federal acquisition of lands on
both sides of the river throughout the upper
12-mile segment of the river classified
recreational.

Unquestionably, this is the program for the
federal segment which the SBtates and the
Congress had In mind when the Lower St.
Croix River Act was passed.

Turning back to Becretary Kyl's leiter, we
find what I believe to be tacit recognition
of the total inadequacy of a program, based
on the 87.275 ceiling, which would rely on
local zoning as the sole tool for protection
of the lower 17 miles of the federal segment
of the river.

Anslstant Becretury Kyl states:

“In response o your suggestlon that the
draft master plan be modified, we are pre=
paring an amendment to the master plan
which would provide far this alternative re«
garding the protecilon of the lower 17 miles
of the Federal portlon of the riverway. The
amendment would be applicable if addition-
&l funding is secured. However, I have un-
der advisement the following recommenda-
tlons of the Land Planning Group:

1. Natlonal Park Service be lostructed to
direct the field planuers to reevaluate the
arens proposed for acquisition and to iden-
tify those areas in the Federal sector of the
Lower Bt. Croix that are under Immediate
threat and would be lost If acquisition ls
not made Immediately.

2, The National Park Service begin imme-
diate acquisition with the money author-
fzed by Public Law 92-560 ($7.2756 million)
snd 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 Interior, at this
time, submlit & negative report on the leglis-
lation H.R. 12600 (8, 3022), amending the
lower St. Croix Act of 1972 until there 1s suffl-
clent evidence resulting from the National
Park Bervice acquisition of the areas along
the Bt. Croix to show that funds avallable
under Public Law 82-660 are not sufficlient
to carry out the acquisition program for
these areas.

6. As soon as It becomes evident and ex-
perience is avallable that as a result of the
land acquisition in the Lower St. Croix area
that the costs of acquiring the land will ex-
ceed the monles authorized for the acquisl-
tion, the Department should advise Congress
that additional funding is needed and re-
quest such additional authorization and
funds needed to carry out the acquisition to
protect the resources of the Lower St. Croix
according to Public Law 02-560."

Mr. Chariman, {f It were possible to ade-
quately protect the Lower Bt. Croix for less
than the $18.7 million figure provided by the
Natlonal Park Service, the sponsors of B.
3022 would not have requested this hearing
today. But it is the unanimous view of the
Governors of Minnesota and Wisconsin, the
Minnesota-Wisconsin Boundary Area Com-
mission, the St. Croix River Assoclation and
8 host of conservation groups in the two
states that it cannot.

Without legislation to increase the au-
thorization for the Lower Bt. Croix Protec-
tlon Program, we are essentlally faced with
two alternatives. The first alternative is re-
flected In a draft master plan prepared by
Btate and Pederal fleld representatives and
submitted to the Departmental officials in
Washington and Philadelphia on October 23,
1873. The second alternative ls that outlined
In Secretary Kyl's letter. :

Mr. Chalrman, I should Uke to have In-
serted at this point in the Record a copy of
the map which appears on page 1456 of the
draft master plan. This map, entitled Fed-
eral Boundary, illustrates the proposed pro-
pram for protection of the federal segment
of the riverway based on a funding level of
$7.275 milllon. As you will note, the map pro-
vides for acquisition of land and easements
in the first 10 miles of the federal zone to be
classified scenle. However, except for the
proposed purchase of a few acres for a visi-
tors' center above Stillwater, the plan pro-
vides for no acquisition of land or easements
along the shore of the remaining 17-mile
stretch of the federal mone. It Is this seg-
ment, which comprises almost two-thirds of
the federal portion of the riverway, that
would be jeopardized unless an additional
authorization is secured. For the only con-
trolu on land use in this area would be
through zoning. The reason for rellance on
zoning in this segment is clearly articulated
on page 28 of the draft master plan, which
states, “The provisions of Section 6 [Ceillng
on Appropriations] have exerted the greatest
constraints on_ a significant por-
tion of *ne Federal segment of the riverway.”
Simply put, this means without more money
the National Park Service cannot do the job
Congress directed it to do.

Here 1s why & lesser program will not work.
In an area which is aiready heavily im-
pacted by development, zoning can be an
adequate and appropriate tool to guide future
development. But for areas that are essen-
tially natural in character, zoning authority
is not sufficlent to prevent the loss of existing
scenic and recreational values,

National Park Service fleld personnel, as
well as the Governors of Minnesota and
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, 1t is not possible to
acquire lands In fee or scenic easements in
the Federal recreation zone without serl-
ously compromising the preservation intent
of the scenlc zone.” g

In the absence of fee and easement ac-
quisition would compromise the preservation
intent in the scenic zone, it is obvious that
the lack of such acquisition would seriously
jeopardize protection for the 17-mile federal
recreation zong.

-~

The fedérnl govérnment ghould not be {n
the positicn of sbandoning all protection of
two-thirds of the aren it in supposed to ad-*
minister in order to saye the upper one-
third. While thore is just epough develop-
ment in the lower segment to require that
1t be legnlly defined as recreational rather
than scenbe, there 18 in fact no abrupt changs
in the river environment below the boundary
between the two classifications, On the con-
trary, the river maintains for the most part
the intimate island and slough setting and
the essentially unspoiled natural beauty
which led to its designation as & component
of the Natlonal Wild and Beenic Rivers
System.

Regarding the adequacy of zoning, the
draft master plan states on page 51:

“Historically . . . zoning has proven to

" be the weakest tool available fdr the protec-

tion of riverway corridors. At times, zoning
laws can-be changed by political and eco-
nomic pressures. A few variances, if incom-
patible with the National Wild and Secenic
River Program, could jeopardize the environ-
mental quality of the Lower St. Oroilx River-
way. In addition, it has been extremely
difficult in the courts to justify zoning pri-
‘marily on the basis of esthetles.”

Because of this problem, Minnesota and
Wisconsin in the management plan for the
Btate administered segment of the Lower
8t. Croix wlill be purchasing eastments on
all riverfront property in private ownership
outside of Incorporated villages; and in the
case of critical areas in the State zone, ease-
ments would be sought even within incor-
porated municipalities.

In considering the potential effectiveness
of Interlor's draft master plan, it Is Im-
portant to note that either fee title or ease-
ment will be purchased along the upper
10 miles and that at a minimum easements
will be purchased by the States in the lower
25 miles of the river. This leaves a 17-mile
gap in the protective program where only
zoning, the weakest preservation tool, stands
between the developers and the scenic char-
acter of the riverway. It 1s inevitable that all
of the development pressures along the river
would be funneled intn this 17-mille gap,
and it is to combat these very pressures that
the Congress designated the Lower St. Croix
for preservation.

A study developed by the Minnesota-Wis-
consin Boundary Area Commission has re-
vealed some 19 current proposals for de-
velopment along the Lower 8t. Croix, Six of
these proposals involving 8280 acrea are al-
ready targeted for the 17-mile unprotected
corridor in the federal mone. They would
involve BOO or more units of housing fad

commercial reocreation complex with possible
construction of a hotel and restaurant fa-
cilitied for skilug and a tralls network,

These proposals weres brought to the at-
tention of Departmental and Park Service of-
ficlals at the February 6th meeting, and it
is the Information presented at this briefing
that provided the impetus for the altérna-
tive recommendations of the Land Planning
Group discussed in Secretary Kyl's letter,

That alternative contemplates a program
of spot puirchases of easements where possible
and of lands where n to protect
areas throughout the 27-mile federal segment
of the riverway. But because of limitations
on program funding, such a plan would nec-
essarily involve compromising the preserva-
tlon of the upper 10-mile scenic segment of
the river. And In the absence of a guarantee
of -full protection for even twe small con=-
tiguous segments of the federal zone, the de-
velopers would be given an invitation to
speculate on properties throughout the up-
per 27 miles of the river. By moving from
one potential site to another before the
Park Service could react, It would be the de-
velopers, rather than the federal government,
who would dictate the fate of the river, Thus,
without any form of overall guldance, such
a program would result in a checkerboard
pattern of developed and scenic areas with
no rational relation to the spirit of preser-
vation which 1s basic to the wild and scente
rivers system.

The lower St. Croix River program de-
pends for its success on the cooperation of
Federal, State and locdl government. Each
level must do its share or the entire effort
will collapse. The States of Minnesota and
Wisconsin have each passed implementing
leglislation to assure that they have the au-
thority to safeguard the segment of the river
entrusted to their administration. Both
Btates are committed to purchsase easements
and to manage existing State owned lands in
& manner which will provide for the per-
petual preservation of this unique resource.

It 15 now for the federal government, for
~the Administration and the Congress, to live
up to their part of the agreement. A plan
to utilize the $18.775 million in funding has
already been prepared. It i3 ready for im-
plementation as soon as Congress gives the
word. The bill before you today to carry out
this plan has the support of the Governors of
the two States, of the Minnesota-Wisconsin
Boundary Area Commission, of the St. Croix
River Association representing local resi-
dents, and of state and natlonal conserva-
tion groups.



The responsibility lles here with us today.
I pm hopeful that this Committee and the
Congress will react swiftly and favorably.
There i5 not much time left, and it would
be a tragedy for the citizens who have worked
80 hard to secure protection for the Lower
St. Crolx to have the battle lost at this late
stage for lack of funds. But above all, it
would be a tragedy for the river and for the
milliohs of people who are by law entitied
to use and enjoy it.

There is no need for extended debate on
this legislation. We are dealing not with a
question of priorities, but of our obligation
to honor our own commitment firmly written
into the Lower St. Croix River Act. We must
meet this obligation.

TESTIMONY OF SENATOR WALTER F. MONDALE
ox UrpeEr Mississiepl AND KeTTLE RIVERS

Mr. Chatrman, I am grateful for thils op-
portunity to appear before the Committee
to testify on behalf of wild and scenic rivers
system studies of two outstanding rivers In
my State.

The first river I should llke to glscuss
hardly needs an introduction, it 1s the best
kuown river in the United States, the Mis-
sissippl. FPor most of its 2,350 mile length the
Mississippl today could scarcely be consid-
ered an untouched natural resource, In many
areas it has been heavily impacted by pollu-
tlon. Competing commercial uses have by
and large overshadowed attentlon to the rec-
reational potential of the river. But, wind-
ing from its source at Lake Itasca south to
the City of Anoka, Minnesota, the river 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 this area the river still warrants Mark
Twain's description, written nearly a cen-
tury ago:

“The majestic bluffs that overlopk the
river, along through this region, charm one
with the frace and varlety of thelr 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 and mellow in color—malnly dark
browns and dull greens, but splashed with
other tints. And then you have the shining
river, winding here and there and vonder,
its sweep Interrupted at Intérvals by clusters
of wooded islands threaded by silver chan-
nels; and you have glimpses of distant vil-
lages, asleep upon capes; and of stealthy
rafts’slipping along in the shade of the for-
est walls; and of white steamers vanishing
around remote points. And It is all as tram-
quil and reposeful as dreamland, 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 float down stretches of the Missis-
sippl's still serene waters, to enjoy untouched
forests and plains, and to swim and fish {n
water of superb quallty.

Whether for its fish and wildlife ‘geologic,
scenie, wild, historic or recreational values,
the Mississippl 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 wild river ex-
perlence, we find Itasca State Park at the
source of the Mississippl, embracing roughly
50 square miles of exceptional wilderness,
forested with virgin Norway and white pine,
The Chippewa National Forest adjacent to
the Mississippl offers miles of clear north-
ern water with excellent stands of pines and
an abundance of wildlife. 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 ginuous folds,

The early history of Minnesota and the
conquest of the frontier unfold mile by mile
along the riverway. Ancient Indian mounds
and battleficlds, early routes of exploration,
ploneering trading posts and Fort Ripley,
Minnesota’s second oldest military post, can
be found along the banks of the Mississippl.
Here Zebulon Pike, Sieur DuLuth, Father
Hennepin and Jonathan Carver set out upon
their historlc voyages,

The geologic origin of Minnesota are also
traced along the Mississipp! from the ancient
bed of glacial Lake Aitken, where the river
meanders across & broad alluvial plain to
the glacial till stretching south toward St.
Cloud and further downstream to the Anoka
Sand Plain where fine sand through the
years has formed striking dunes visible from
the river.

At least 52 different specles of fish have
been identified in the Upper Mississippl, In-
cluding Walleye Northern Pike, Yellow Perch,
Smallmouth Bass, Black Crapple, and even
Muskie. Wildlife of all shapes and sizes
abound in the river valley, and rare and
endangered species native to the North Cen-
tral Reglon of the United States are fre-
quently sighted there.

The entire river segment proposed for
study under the National Wild and Scenlc

Rivers Act s draped by unparalieled scenery
Clear, tree-lined lakes, waterfalls, plne for-
ests and valleys offer at times a qulet, at
times a spectacular view of the river as it has
remalned untouched for centuries.

Even the community of St. Cloud, one of
the most developed along this stretch of the
river, stlll largely fits the description of &
special correspondent from Harpers Maga-
zine who wrote the following in 1850:

“St. Cloud is today of only three Years
growth and though it has a couple of fine
hotels, & large number of stores and is taste-
fully laid out, It is less remarkable for iis
size, its rapid progress and the good quality
of 1ts components than for its natural beau-
ties and picturesque location. It stands on
A high wooded bluff, at the bend of the Mis-
sissippl, and is on all sides surrounded by
trees.”

Some 1700 resorts located within easy ac-
cess of the river attest to the appeal this
area holds for recrentlonists. The Mississippl
oifers opportunities for fishing, camping, hik-
ing. canceing, swimming, boating and many
other water based sporis.

Glven the proximity of the Upper Missia-
sipp!l to the Twin Citles Metropolitan area
and to the Duluth-Superfor ports, the de-
mand for such recreatlonal activities is high
and rapidly growing.

But the increasing recoguition of the Up-
per Misslasippt as a high quality recreational
resource constltutes 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 agricultural
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 iden of the tremendous development pres-
sures on the river, one need look only to the
figures on bullding permits and plats In
19873. 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 Bher-
burne County there were 160 permits and 6
plats, Existing plats alone could iead to 10,000
or more new housing units in the lower seg-
ment of the valley. -

Recognizing the priceless value of the river
carridor, local units of government have tried
to provide protection through the only mech-
anism available to them—zoning. Neverthe-
less, with scores of villages, counties, and
townships involved, the difficulties of achiev-
ing a common and effective zoning 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 will inevitably jeopardize the best
efforts of all,

The State of Minnesota, In approving the
1973 State Wild 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-
sipp! 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 Mississippi
between Anoka and St. Cloud—the segment
that is under the most Intensive pressure
for development,

But this study in itself constitutes a for-
midable task for the Minnesota Department
of Natural Resources, and even after the
Btate study 1s complete, there are severe
limitations on the ability of the Department
to effectively control development along the
river. Currently, there are no funds whatso-
ever for acquisition, and the State lacks the
condemnation authority provided under the
National Wild and Scenic Rivers Act. Volun-
tary cooperatfon on the part of thousands of
private landowners and countless communi-
TiE3 Wola o requirea to preserve the Missls-
sippi under such circumstances. But without
the resources to check the actlons of unscru-
pulous developers or the ability 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
aczhleved.

I have received Indicatlons from the In-
terior Department that they are not prepared
to support S. 2443, As I understand It, they
are unwilling to assign priority to a study
of the Mississipp! because they belleve that
the sectlon of the river above 8t. 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 travelled the Mississippl
between St. Cloud and Anoka knows that
it possesses natural qualities that are nearly
unigue in a river located so 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 scenie 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.
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Turning to the argument that the portion
of the river about St. Cioud 18 not in need
of study, I would like to call the Committee’s
attentlon to letters from government officials
in this reglon that I will submit for the
record at the end of my statement. Officiala
representing the communities of Brainerd,
Crow Wing County, St. Cloud, Pine River,
Little Falls and Itaska County have all Indi-
cated that they feel the study is not only
warranted, but necessary.

The cholce is therefore not between Fed-
eral protection or State and local protectlon.
The choice 18 between s major effort—utl-
lizing the resources of Federal, State and lo-
cal units of government—or a minor effort to
preserve the last relatively unspolled por-
tions of our country's most famous and most
beloved river. It is obvious that this cholce
warrants the careful study contemplated
by 8. 2443. For these reasons the Governor
of Minnesota and the Department of Natural
Resources, the Twin Oltles Metropolitan
Councll, conservatlon groups including the
American Rivers Council, the Minnesota
Wildlife Federation, the National Audubon
Society, the Slerra Olub, the Izaak Walton

, and valley residents represented by
the Central Minnesota Supporters of the
Wild and Scenic Rivers Act, have all ex-
pressed thelr enthusiastic endorsement of
this proposal. For these reasons I am hope-
ful that it will receive favorable consldera-
tion by the Committee.

Mr. Chalrman, I should like to have in-
cluded in the hearing record coples of letters
which I have recelved from residents of the
Mississippl Valley about the river, the advan~
tages it offers, and the pressures that
threaten to destroy it.

The second river I would like to discuss
today is the Kettle River. Also located in
Minnesota, the Kettle is essentially a wild
river area with only a few scattered dwellings
throughout most of its length.

Originating in Cariton County, the river
winds its way southward toward the town
bearing lts name where it flows some 57 miles
to empty into the St, Croix.

It is a spectacular area with a national
reputation for its excellence as a white wa=
ier canoe river. Rapids interspaced with long
tranguil pools offer a challenge to even the
most experienced canoeists, as well as a

hance for qulet reflection,

Deep gorges, moralnes, glecial outwash,
lains, kettle holes and caves illustrate the

‘aclal geology of the area.

Deer, muskrat, beaver, herons and hawks
are only a few examples of the abundant
wildlife that inhabit the valley. In the clear
waters of the Kettle, fishing is excellent, es-
pecially for walleyes, sturgeon and small
mouth bass.

From 1its headwaters in Carlton County,
the Eettle flows In a generally north-south
direction. For the first six miles the river
flows through an area of glacial moraines
where pools and raplds are closely inter-
spaced. Heavy forests of 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 widens, the pools and rapids
become longer and deeper, Islands become a
dominant feature of landscape, and the main
channel soon becomes difficult to distinguish.
Below the polnt where the Moose River joins
the Kettle, the ever-widening stream flows
through a valley of farmland and open
woods.

At Banning State Park the Kettle flows
through a gorge approximately 130 feet deep,
which forms the nationally celebrated Hell's
Gate Rapids. These rapids, approximately 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 Hell'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 passes
through several short rapids and pools of up
to 20 feet in depth. It widens out below this
point to & serles of raplds that are of mod-
erate difficulty and very popular with
canoelsts. «id i

Nearly two-thirds of the Kettle River basin
Is forested. There are some farms along the
river and a number of small communities.
From the town of Sandstone some 53 miles
to the mouth of the Kettle at the 8t. Croix,
there are only about five homes visible from
the river, -

A number of factors have helped to main-
taln the Kettle as a wild river. Past concen-
tration of development interest in the B8t.
Croix coupled with the Kettle's low lying
character and Inaccessibility have helped to
discourage large-scale development. Public



land ownership in the General C. C. Andrews
Btate 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 rapldly emerg-
ing. Two-thirds of the land along the Kettle
is in private ownership. Taxes are escalating,
and 1t 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 public ownership of the St. Croix will
inevitably heighten development interest in
the Kettle. g

Like the Upper Mississippi, the Kettle River
has been designated for study under the
Minnesota Wild and Scenlc Rlvers 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 shead with a program for the
Kettle.

‘However, the Department of Natural Re-
sources faces many of the same problems
with the Kettle as it does with the Missis-
sippl, In the case of rivers that are of pur 1y
State, rather than natlonal significance, the
tools avallable under the Minnesota Wild and
Scenle Rivers Act should be adeguate. Bul a
wild river like the Kettle deserves at the very
least 4 federa! study as envisioned in my
bill,

Aside from the beauty and quality of the
recreational opportunities afforded by the
Kettle, there s alro significant natlonal in-
terest already established on this river by
virtue of its status as a major tributary of
the St. Croix, Like the Namekagon, the other
principal river flowing into the 8t. Crolx. the
Kettle is unspolled. Like the Nameckagon.
the quality of the waters contributed by the
Kettle will have a major impact on the 5t
Croix. Like the Namekagon, the Kettle is
within easy reach of the Twin Ports of
Duluth and Superior, and it is easily accessl-
ble to the 1.8 million residents of the Twin
Cities metropolitan area. But unlike the
Namekagon and the Bt, Croix, the Ketlle
today exists without any form of mnational
protection.

A study of the features of the Kettle most
deserving of natlonal 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 8 means
to expedite a federal evaluation. The work of
the federal study team would be greatly
facilitated 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 effec-
tive preservation p . If the study find-
ings reveal that the State of Minnesota has
all of the financlal and management tools
required to avold any destruction of the
scenic and primitive values of the Kettle, the
federal government's responsibilities might
be confined merely to recognizing the unique
nature of this resource. But if the study re-
veals that federal back-up protection 1s re-
guired to saf the Kettle, then &n ap-
propriate State, Federal and local govern-
ment management program could be devised.

Loeal residents, government officlals, and
the Governor of Minnesota have communi-
cated to me thelr strong support for this type
of study, I should Hke to have Inserted in the
hearing record n sample of tlie letters I have
recelved attesting to this support. During the
henring you will henr the American Rivers
Council endorsement of the proposal.

One of the arguments that might be raised
by some officials in Washington against fed-
eral studles of the Eettle and even of the
Mississippl s 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 significance, the other of providing
essential Interim protection for natlonally
significant rivers until they can be consid-
ered for inclusion in the Federal Wild and
Scenle Rivers Bystem.

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

At the beginning of my statement I yuated
Mark Twain, who sald of the Mississippi:

"And it is all as tranquil and reposeful as
& dreamland, and has nothing this worldly
about it—nothing to hang a fret or worry
upon.”

Tinirss we do a bit of worrying about rivers

like the Mississippi and translate our concern
Into action, the tranquility and repose of
which Twain so eloquently spoke could all
too literally become but dreams snd distant
memories.
p,f,m:fl?tﬁ“m‘?cm"“"m’“
and positively on studies of the
Mississippl, the Kettle, and the many other

deserving rivers that are under consideration
today.
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By Mr. MONDALE (for himself,
Mr. Packwoop, Mr. BENTSEN,
and Mr. JaviTs) :

5. 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 mysell
and Senators Packwoop, BENTSEN, and
Javrrs, 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 114 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 ithe 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 flexibility which has al-
ways characterized social services pro-
grams—and which at the same time
maintains the Federal accountability
which 1s the hallmark of a successful
Federal-State 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 children
and adults unable to protect their own
interests, or preserving, rehabilitating, 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
g.nd seli-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 alcoholics and drug addicts
and special help to the handicapped, the
retarded and emotionally disturbed, the
program can help thousands each year
gain more productive, financially inde-
pendent and useful lives,

Senate

Mr. President, this is important legis-
lation. It will govern our largest single
domestic social program. I hope 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 Becretary
Caspar Weinberger may appear in the
Recorp at the conclusion of my remarks.

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

S. 4082

Be it enacted by the Senate and e
House of Representatives of the United States
of America in Congress assembled, That this
Act may be cited as the "Soclal Services
Amendments of 1974",

Sec. 2. The Social Becurity Act Is amended
by inserting at the end thereof the following
new title:

“TITLE XX—GRANTS TO STATES FOR
SERVICES

“APPROPRIATION AUTHORIZED

“SEc, 2001, For the purpose of encouraging
each State, as far as practicable under the
conditions in that State, to furnish services
directed at the goal of—

“(1) achieving or maintalning economic
self-support to prevent, reduce, or eliminate
dependency,

“(2) achleving or malntaining self-suf-
ciency, 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, rehabilitating, or reuniting
famnilles,

“(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

“(6) securing referral or admission for in-
stitutional care when other forms of care are
not appropriate, or providing services to In-
dividuals In Institutions,

there Is authorized to be appropriated for
each fiscal year a sum sufficlent to carry out
the purposes of this title. The sums made
avallable under this section shall be used
for making payments to States under sec-
tion 2002,

“PAYMENTS TO STATES

“Sgc. 2002. (a) (1) From the sums appro-
priated therefor, the SBecretary shall, subject
to the provisions of this section and section
2003, pay to each Btate, 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) achleving or malntaining economic
self-support to prevent, reduce, or eliminate
dependency,

“{B) achleving or maintalning self-suffi-
clency, Including reduction or prevention of
dependency,

“(C) preventing or remedying neglect,
at_)use. or exploitation of children and adults
unable to protect their own interests, or pre-
serving, rehabllitating, or reuniting families,

“{D) preventing or reducing Inappropriate
institutional care by providing for commu-
nity-hased care, home-hased care, or other
forms of less intensive care, or

"(E) securing referral or admlssion for
Institutional eare when other forms of care
are mot appropriate, or providing services to
individuals in Institutions,

including expenditures for administration
(including planning and evaluation) and
personnel training and retraining directly re-
lated to the provsion of those services. Serv-
ices that are directed at these goeals include,
but are not limited to, child care services,
protective services for children and adults,
services for children and adults in foster care,
services related to the management and
malntenance of the home, day care services
for adults, transportation services, training
and related services, employment services, -
formation, referral, and counseling services,
the preparation and delivery of meals, healih
support services, appropriate combinations
of services designed to meet the speclal needs
of children, the aged, the mentally retarded
the blind, the emotionally disturbed. the
physically handicapped, and alecholics and
drug sddicts,

“{2) No payment with respect to any ex-
penditures other than expenditures for per-
sonnel training or retraining directly related
to the provision of services may be made un-
der this sectlon 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-
tion of that State bears to the population
of the fifty States and the District of Colum-
bia. The Secretary shall promulgate the 1lmi-
tation applicable to each State for each fiscal
year under this paragraph prior to Septem-
ber 1 of the preceding fiscal year, as deter-
mined on the basls of the most recent satis-
factory data avaliable from the Department
of Commerce.

“(8) No paymenti may be made under this
section to any State with respeci to any ex-
pendifure for the provision of kay service T2
any individual unless—

“(A) the State’s servi~-s program planuing
meets the requirement of section 2004, anid

“(B) the final comprenensive annugl secv-
ices plan in effect when the service ia provided
to the Individual includes the provision of
that service to & <ategory of Individuals
which includes thaé. individual in the de-
seriptions required by section 2004(2) (B) and
(C) of the services to be provldeq under the
plan and the categorles 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 any State for any fiscal
vear as equals 50 percent of the payment
made under this section to the State for that
fiscal year musi be expended for the provi-
sion of services to individuals—

“(A) who are receiving ald under the plan
of the State approved under part & of title
IV or who are eligible to recelve such ald, or

“(B) whose needs are taken into account In
determining the needs of an individual who
is receiving ald under the pian of the State
approved under part A of title IV, or who
are eligible to have thelr needs taken into
account 1n determining the needs of an in-
dividual who is receiving or is eligible to re-
celve such ald, or

“(C) with respect to whom supplemental
security income benefits under title XVI or
State supplementary payments, as defined in
section 2007(1), are belng pald, or who are
eligible to have such benefits or payments
patd 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 sectiom 2007(1), being pald with respect
tp an individual, or whose Income and re-
sources would be taken into account In de-
termining the amount of such benefits or
payments to be paid with respect to an in-
dividual who is eligible to have such bene-

fits or payments pald with respect to him, or

“(E) are eligible for medical assistance
under the plan of the State approved un-
der title XIX.



*(5) No payment may be made under this
section to any Btate with respect to any ex-
penditure for the provision of any service to
any individual who is receiving, or whose
needs are taken Into account in determining
the needs of an Individual who 1s receiving,
ald under the plan of the State approved
under part A of title IV, or with reapect to
whom supplemental security Income benefits
under title XVI or State supplementary pay-
ments, as defined in section 2007(1), are be-
ing paid, if any fee or other charge (other
than a voluntary contribution) (s imposed
on the individual for the provision of that
seryice,

“(6) No payment may be made under this
section to any State with respect to any ex-
penditure for the provislon 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 s a member of a fam-
{ly the monthly gross lncome of which ex-
ceeds—

"(A) if n fee or other charge reasonably
related to Income is imposed on the indi-
vidual for the provision of the service, 115
percent of the median income of s family
of four in the éum. adjusted, In accordance
with regulations prescribed by the Secretary,

to take into account the size of the familr,
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

“(1i) the median income of a famlily of
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 Becretary shall promulgate the median
income of a family of four In each State
and the fifty States and the District of Co-
lumbia applicable to payments with respect
io expenditures In each fiscal year prlor to
September 1 of the preceding fiscal year.

“(7) No payment may be made under thils
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-
ning services, unless it 18 an integral but
subordinate part of a service described In
paragraph (1) of this subsection and Federal
financial particlpation with respect to the
expenditure is not available under the plan
of the Btate approved under title XIX; or

*“(B) for the purchase, construction, or
major modification of any land, bullding or
other facllity, or flxed equipment; or

“{C) which is In the form of goods or
services provided in kind by a private entity:
or

"“({D) which is made from donated private
funds, unless such funds—

“({1) are transferred to the State and are
under its administrative control, and

“(il) ars 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 by a donor
who ia not a sponsor or operator of a pro-
gram to provide those services, and/or the
geographlec area in which the ssrvices with
respect to which the contribution is used are
to be provided, and

“{iil) do not revert to the donor's facil-
ity 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 paragraph (11)(B))
other than room or board provided for & pe-
rlod of not more than six consecutive montha
as an Integral but subordinate part of a perv-
ice described in paragraph (1) of this sub-
section,

“(8) No payment may be made under this
sectlon with respect to any expenditure if
payment 18 made with respect to that ex-
penditure under section 403 or 422 of this
Act,

“(8) (A) No payment may be made under
this section with respect to any expenditure
in connection with the provisior of any ¢hild
day care service, uniess—

*{1) 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
a8 the Child Welfare League of America and
the Natlonal Council of Homemaker-Home
Health Ald Services; or

“{11) in the case of care provided outslde
the child's home, the care meets the Federal
interagency day care reguirements as ap-
proved by the Department of Health, Educa~
tlon, and Welfare and the Office of Economic
Opportunity on September 23, 1968, and in
the case of care provided to & child under the
age of three, there s at least one caregiver
for every two children under the age of three
who 1s responsible for the care of only those
children, except as provided in subparagraph

B). -

4 .“>(B] The Secretary shall submilt to the
President of the Senate and the Speaker of
the House of Representatives, after Decems=

ber 21, 1976, and prior to July 1, 1877, an eval-
uation of the appropriateness of the require-
ments impoged by subparagraph (A) together
with any recommendations he may have for
modification of those requirements. No ear-
lier than ninety days after the submission of
that report, the Secretary may, by regulation.
make such modifications In the requirements
imposed by subparagraph (A) as he deter-
mines are appropriate.

“(C) The requirements imposed by this
paragraph are in lien of any requirements
that would otherwise be applicable under
section 522(d) of the Economic Opportunity
Act of 1084 to child day caras services with
respect to which payment is made under this
section. %

“(10) No payment may be made under this
section with respect to any expenditure for
the provislons of any educational eervice
which the State makes generally avaliable to
its resldents without cost and without regard
to their income.

“(11) No payment may be made under this
section with respect to any expenditure for
the provision of any service to any {ndividual
living in any hospital, skilled nursing facil-
ity, or intermediate care facility (including
any such hospital or facllity for mental dis-
ease or for the mentally retarded), any prison,
or any foster famlly home except—

“(A) any expenditure for the provision of
n service that (1) is provided by other than
the hospital, facility, prison, or foster family
home in which the indlvidual Is living, and
(i) 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, skilled nursing facility, In-
termediate care facility, prison, or foster fam-
ily home, 5

“{B) any expendifure which is for the cost,
in addition to the cost of basle foster care, of
the provision, by & 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 regulations pre-
scribed by the Secretary, and

“(C) any expenditure for the provision of
emergency shelter provided to a 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 & serv-
fce

“(13) No payment may bs made under
this section with respect to any expenditure
for the provision of any service to any in-
dividual to the extent that the provider of
the service or the individual receiving the
service 1s ellgible to receive payment under
title XVIII with respect to the provision of
the service.

“{b) (1) Prior to the beginning of each
guarter the Secretary shall estimate the
amount to which a State will be entitled
under this section for that quarter on the
basis of & report filed by the State contain-
ing its estimate of the amount to be ex-
pended during that quarter with respect to
which psyment must be made under this
sectlon, 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 pmount so estimated, reduced
or increased to the extent of any overpay-
ment or underpayment which the Becretary
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 for payments under
this sectlon shall be deemed obligated.

#PROGRAM EEPORTING, EVALUATION, AND AD-

MINISTRATION REQUIREMENTS

“Src. 2003. (a) Each State which particl-
pates in the program established by this

title shalt provide for the publication by the
chief executive officer of the Btate or such
other officlal as the laws of the State pro-
vide, within ninety days, or such longer pe-
riod as the Secretary may authorize, after
the end of each services program year (as
established under the requirements of sec-
tion 2002(a)(3)), of services program re-
port prepared by the individual or agency
designated pursuant to the requirements of
soction 2003(g) (1) (C) and, unless the laws
of the State provide otherwise, approved by
the chief executive officer which describes the
extent to which the services program of the
State was carrled out during that year in
accordance with the annual gervices program
plan for that year and the extent to which
the goals and ob,sctives of the plan were
achieved, 2

“ib) Esch State which participates in the
program established by this title shall have
a program for evaluation of the State's pro-
gram for the provision of the services de-
scribed In section 2002(a) (1) which conforms
to the description of the evaluation activities
to be carried out by the State contalned In
its current final comprehensive annual serv-
ices program plan,

*(¢) Each State which participates in the
program established by this title shall sub-
mit to the Secretary, and maks avallable to
the publiec, Information concerning the serv-
jces described in section 2002(a)(1) pro-
vided in the State, the categories of indlvid-
uals to whom those services are provided, and
such other related information as the 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.

“(d) Each State which participates In the
program established by this title shall make
available to the publle, within one hundred
and elghty days, or such longer period as the
Secretary may authorize, after the end of
each services program jyear (as established
under the requirements of section 2002(ae)
(3)), the report of an audit performed by—

“(1) a private certified public accountant
or auditing firm utilizing certified public ac-
countants, the services of which have been
secured In accordance with procurement
standards prescribed by the Becretary,

“(2) a publicly elected auditor utilizing
certified public accountants, or

“(8) an office representing the legislature
of the BState utilizing certified public ac-
countants,

of the expenditures for the provision of the
services described In section 2002(a) (1) dur-
ing that year which sets 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 ssction 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. SBo much of the report as
relates to the extent to which the Btate Is
entitled to payment with respect to those ex-
penditures under section 2002 shall be sub-
mitted to the Secretary.

“{e) Each State which participates in the
program established by this title shall assure
that the non-federal share of the aggregate
expenditures for the provislon of services
during each services program year (as estab-
lished under the requirements of sectlon
2002(a) (3)) with respect to which payment
is made under sectlion 2002 {8 not less than
the non-federal share of the agpregate ex-
penditures for the provision of those serv-
ices during the fiscal year ending June 30,
1973, or the fiscal year ending June 30, 1074,
with respect to which payment was made
under the plan of the State approved under

title I, VI, X, XIV, or XVI, or part A of title
1V, whichever is less, except that the re-
quir ts of this subsection shall not ap-
ply to any State for any services program
vear 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 than
expenditures for personnel training or re-
training directly related to the provision ol
services, equals the allotment of the State
for that fiscal vear under section 2002(a)
(2).

“(fy(1) If the Secretary, after reasonable
notice and an opportunity for a hearing to
the State, finds that there is a substantial
fallure to comply with any 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 will not be made to the
State under section 2002 until he is satisfied
that there will no longer be any such fallure
to comply, and until he is 5o satisfied he shall
make 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-
sections (a) through (e) of this section with
respect to which there was a finding of sub-
stantial noncompliauce and with respect to
which he is not yet satisfled 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 for the
provislon of the services described In section
2002(a) (1) which—

*“(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 2002(a)(1) is denljed or i3 not acted
upon with reasonable promptness;

*{B) provides that the use or disclosure of
information obtained in connection with ad-
ministration of the Stale’s program for the
provision of the services described in sec-
tion 2002(a) (1) concerning applicants for
and reciplents 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 Lthe State approved under
title XIX:;




"(C) provides for the designetion, 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 admintstration of
the State's program for the provision of the
services described In section 2002(a) (1), in-
cluding planning and evaluation;

“(D) provides that the Btate will, in the
administration of its program for the pro-
vision of the services described in section
2002(a) (1), use such methods relating to
the establishment and malntenance of per-
sonnel standards on a merit basls as are
found by the Secretary to be necessary for
the proper and efficlent operation of the
program, except that the Secretary shall ex-
ercise no authority with respect to the se-
lection, tenure of office, or compensation of
any individual employed in accordance with
such methods;

“(E) provides that no durational resi-
dency or citizenship requirement will be im-
posed as a condition to participation in the
program of the State for the provision of the
services described In section 3002(a) (1); "

“(F) provides, if the State program for the

ision of the services described In section
2002(a) (1) includes services to indilviduals

Hving In institutions or foster homes, 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 homes, including standards
related to admissions policies, safety, sani-
tation, and protection of civil rights;

“(G) provides, if the Btate program for
the provision of the services described in
section 2002(a) (1) includes child day care
services, for the establishment or deslgnation
of a State authoriiy or suthorities which
shall be responsible for establishing and
maintaining standards for such services
which are reasonably in accord with rec-
ommended standards of national organiza-
tions concerned with standards for such
services, including standards related to ad-
missions policies for facilities providing such
services, safety, sanitation, and protection
ef civil rights;

“(H) provides- that the State's program
for the provision of the services describped in
section 2002(a) (1) will be In eflect in all
political subdivisions of the State;

*(I) provides for financial participation
by the State in the provision of the services
described in section 23002(a) (1).

“{2) The SBecretary 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 & plan approved under subsection (g).

*(2) In the case of any State plan which
has been approved by the Becretary under
subsection (g), f the Secretary, after rea-
sonable notice and an opportunity for a
hearing to the State, finds—

“{A) that the plan no Jonger complies
with the provisions of subsection (g) (1), or

“{B) that in the administration of the
plan there is a substantial fallure 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 until he is satisfied that
there will no longer be any such fallure to
comply, and until he 15 so satisfled he shall
make no further payments to the State.

"(3) The Becretary may suspend lmple-
mentstion of any termiation of payments
under paragraph (2) for such period 'as he
determines appropriate and instead reduce
the amount otherwise payable to the State
under seetion 2002 for expenditures during
that period by three percent for each clause
of subsection (g) (1) with respect to which
there is a finding of noncompliance and with
respect to which he is not yet satisfled that
there will no longer be any such fallure o
comply.

"SERVICES PROGRAM PLANNING

“Sec. 2004. A State's services program
planning meets the requirements of this sec-
tlon if, for the purpose of assuring public
participation in the development of the
program for the provision of the services
described in sectlon 2002{a)(1) within the
Btate—

*“(1) the beginning of the fAscal year of
either the Federal Government or the State
government is established ps the beginning
of the State’s services program year, and

*{2) at least ninety days prior to the
beginning of the Btate's services program
year, the chief executive officer of the State.
or euch other official as the Iaws of ths Btats
provide, publishes and makes generally
avallable (as defined In regulations presoribed
by the Becrelary after oonsideration of
Htate laws governing notice of actions by
puibiic officiale) to the public 8 proposed com-
prehenslve annusal services program plan
prepared by the individual or agency

nated pursuant to the requirements of
section 2003(g) (1) (C) and, unless the laws
of the State provide otherwise, approved by
the chief executive officer, which sets forth
the State’s plan for the provision of the serv-
ices described in section 2002(a) (1) during
that year, including—

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

“(B) the services to be provided under the
program, including at least ome service di-
rected at at least ona of the goals In each of
the filve categories of goalg set forth in sec-
tion 2002(a)(1) (as determined by the
State), together with a definition of those
services and a description of their relation-
ship to the objectives to be achieved under
the program and the goals described in sec-
tion 2002(n) (1).
“{C) the categories of individuals to whom
services are to be provided, including
any categories based on the income of indi-
viduals or their familles,

“(D) the geographic areas in which those
services are to be provided, and the nature
and smounts of the services to be provided
in each ares,

“(B) & description of the planning, evalu-
ation, and reporting activities to be carried
out under the program,

“(F') the sources of the resources to be
used to carry out the program,

“(G) =& description of the organizational
structure through which the program will be
administered, Including the extent to which
public and private agencies and volunteers
will be utilized in the provision of services,

“(H) & description of how the provision of
services under the program will be coordl-
nated with 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 sup-
plemental security income program estab-
1ished by title XVI, the plan of the State ap-
proved under title XIX, and other programs
for the provision of related human services
within the State, Including the steps taken
to assure maximum feasible utilization of
services under these programs to meet the
needs of the low income population,

#(I) the estimated expenditures under the
program, including estimated expendltures
with respect to each of the services to be
provided, each of the categories of individ-
uals to whom those services are to be pro-
vided, and each of the geographlc areas In
which those services are to be provided, and
a comparison between estimated non-Federal
expenditures under the program and non-
PFederal expenditures for the provision of the
services described in sectlon 2002(s) (1) in
the State during the preceding services pro-

year, and

“(J) & 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 asccount In
the development of the plan; and

“(8) publle comment on the proposed
plan 1s accepted for a period of at least
forty-five days; and

*“(4) at least forty-five days after publica-
tion of the proposed plan and prior to the
beginning of the Btate's services program
year, the chief executive officer of the Btate,
or such other officlal as the laws of the Blate
provide, publishes a final comprehensive
annual services program plan prepared 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 sets forth the same in-
formation required to be Included In the
proposed plan, together with an explanation
of the differences hetween the proposed and
final plan and the reasons therefor; and

“(6) any amendment to s final compre-
henslve services program plan is prepared
by the individual or agency designated pur-
suant to section 2008(g) (1) (C), approved

by the chlef executive officer of the Btate
unless the laws of the Biate provide other-
wise, and published by the chiel executive
officer of the Btate, or such other officlal as
the laws of the Btate provide, as a pro-
posed amendment on which public com-
ment 18 accepted for a period of at least
thirty days, and then prepared by the in-
dividual or agency designated pursuant to
section 2003(g)(1)(C), approved by the
chisf executive officer of the State unless
the laws of the State provide otherwlse, and
published by the chief executive officer of
the State, or such other official as the laws
of the State provide, as & final amendment,
together with an explanation of the dif-
ferences between the proposed and final
amendment and the reasons therefor.

“EFFECTIVE DATE OF REGULATIONS PUBLISHED

BY THE SECRETARY

“Sgc, 2006. No final regulation published
by the Secretary under this title shall be
effective with respect to payments under
sactlon 2002 for expenditures during any
quarter commencing before the beginning
of the firat services program year estab-
lished by the Btate under the requirements
of sectlon 2002{a) (3) which begina at least
sixty days after the publication of the final
regulation.

“EVALUATION; PHOGRAM ABSISTANCE

“Segc. 2008. (a) The Becretary shall pro-
vide for the continuing evaluation of SBtate
programs for the provision of the services
described in section 2002(a)(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,

“(e) Within six months after the close of
each fiscal year, the Secretary shall submit
to the Congress a report on the operation
of the program established by this title dur-
ing that year, including—

*(1) the evaluations carried out under
subsection (a) and the results obtalned
therefrom, and

“{2) the assistance provided under sub-
section (b), during that year,

Y DEFINITIONS

“Sec. 2007. For purposes of this title—

“(1) the term ‘State supplementary pay-
ment' means any cash payment made by a
State on a basis to an individual
who is receiving supplemental securlty In-
come benefits 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
and the District of Columbia.”

TECHNICAL AND CONFORMING AMENDMENTS

Sec. 8. (a8) (1) Section 402(a) (5) of the So-
cial Security Act s amended by striking out
“(A)" and striking out everything after
“proper and efficlent operation of the plan”
and inserting *; and" in leu thereof.

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

(3) Bection 403(a)(3) of that Act Is
amended to read as follows:

*“(8) in the case of any State, an amount
equal to the sum of the following propor-
tions of the total amounts expended during
such quarter as found necessary by the Bec-
retary of Health, Education, and Welfare for
the proper and efliclent administration of
the State plan-——

“(A) 756 percent of so much of such ex-
penditures as are for the training of per-
sonnel employed or preparing for employ-
ment by the State agency or by the local
agency sadministering the plan in the politi-
cal subdivision, and

“(B) one-half of the remsainder 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 provision of which is required
by section 402(a) (19) to be included in the
plan of the State; and”

(4) Section 403 of that Act is further
?;r;ended by striking out subsections (e) and

(5) Bection 408 of that Act Is amended
by striking out subsection (d).

(6) Section 422(a) (1) (A) (i) of that Act
1s amended by striking out "the State agency
designated pursuant to section 402(a)(3)
to administer or supervise the administra-
tlon of the plan of the State approved under
part A of this title” and inserting “the
agency designated pursuant to section 2003
(g) (1) (C) to supervise and coordinate the
administration of the State's services pro-
gram" In lieu thereof,

(7) Section 422(a) (1) (A) (i) of that Act
is amended by striking out “the organiza-
tional unit in such State or local agency
established pursuant to sectlon 402(a)(15))"
and inserting “a single organizational unit
in such State or local agency, as the case
may be,” in lleu thereof.

(b) Titie VI of the Soclal Security 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 leu thereof,

(2) striking out “or 1902" in clause (a)
and inserting 1902, 2002, 2003, or 2004 in
lieu thereof,

(3) striking out "or 1803" in clause (b)
and inserting 1903, or 20032" In leu thereof,
and

(4) inserting "or expenditures with respect
to which payment shall be made under sec-
tlon 2002, immedlately after “administra-
ul:)':l of such State plan or plans, in clause
(b).

(d) Bection 1116 of the Social Sscurity
Act is amended by—

(1) striking out “or XIX" in subsections
(2) (1) and (b) and inserting “XIX or XX"
in lieu thereof,

(2} striking out "or 1004" and inserting
1904, or 2003 Lif lleu thereof in subsection
(&) (3). and

(3) iInserting “XX.)" immediately alter
“XIX."” in subsection (d}.

(e) Section 1130 of the Sccial Security Act
iz repealed.



i(f) Any child day care service provided
under any plan of a State approved under
part A, or developed under part B, of title IV
of the Social Security Act must meet the re-
quirements applicable, under subsection (n)
19 of sectlon 2002 of the Social Security Act,
as amended by this Act. to child day care
services with respect to which payment is
made under that section. The requirements
imposed by this subsectlon are in leu of
any requirements that would otherwlse be
applicable under section 522(d) of the Eco-
nomic Opportunity Act of 1964 to child day
care services provided under any plan of a
State approved under part A, or developed
under part B, of title IV of the Soctal Secu-
rity Act.

() Section 12(a) of Public Law 83-233 is
amended by striking out “January 1, 1875"
and inserting “July 1, 1875” in lieu thereof.
MNotwithstanding the provisions of section 12
{a) of Public Law 93-233, the Secretary may
make any modificatlion in any regulation
described In that section if the modification
is necessary to lmplement the provislons of
this Act.

REPORT BY THE SECRETARY

Sec. 4. Prior to July 1, 1977, the Secretary
shall submlt to the Congress a report on the
effectiveness of the program established by
title XX of the Social Securlty Act, as
amended by this Act, during calendar years

1976 and 1976, together with recomenda-
tions, [ any, for improvements in that pro-
gram,

DEFINITION OF SECRETARY

Sec. 5. As used in this Act and the amend-
ments made by this Act, the term “Secretary”
means, unless the context otherwise requires.
the Secretary of Health, Educatlon, and
Wellare.

EFFECTIVE DATES

¢re. 6. (a) (1) The amendments made by
section 2 of this Act shall be efective with
respect to payments under section 2002 ot
the Soclal Securlty Act, as amended by thie
Act, for guarters commencing after June 30,
1570,

(2) Notwithstanding the provisions of sec-
tion 2004 of the Social Securlty Act, as
amended by this Act, the first services pro-
gram year of each State shall begin on July
1, 1975, and end with the close of, at the
option of the State—

{A) the day in the twelve month perlod
bezinning July 1, 1975, or

(B) t.hri da; in the twelve month period
beginning July 1, 1876,
which 18 the last day of the twelve month
period established by the State as its serv-
ices program year under that section. Not-
withstanding the provislons of subsection
(h) of sectlon 2003 of the Soclal Securlty
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 same ratio to the amount that
would otherwise be required under that sub-
section as the number of months in the
State's first services program year bears to
twelve.

(b) The amendments made by section 3 of
this Act shall be effective with respect to
payments under sections 403 and 603 of the
Soclal Security Act for quarters commenciny
after June 30, 1075, except that the amend
ments made by section 3(a) shall not be el
fective with respect to the Commonwealuh
of Puerto Rlco, the Virgin Islands, or Guam.

SUMMARY OF SocIAL SERVICES AcT

1., ELIGIBILITY AND PRIORITY FOR FEDERALLY
REIMBURSEABLE SOCIAL SERVICES

The bill provides special priority for re-
cipients of pAFDc and SSI and Medleald 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 blll proposes that federal limitations
on States in establlshing those In a State
eligible for federally assisted social services
relate to the income of the individual or fam-
ily, and would remove the requirement t_hal;
recipients be classified as “former or poten-
tial welfare reciplents Federal matching
for free services is available for people with
incomes up to 80% of the median family In-
come in & 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
medlan income of a State. The $2.5 blllion
limit on federal payments will continue to

apply.

1. DEFINING SOCIAL SERVICES
The goals of the program are established
as:
“(1) achieving or malntaining economic
self-support to prevent, reduce, or eliminate
dependency,

“(2) achieving or maintaining self-suf-
ficlency, Including reduction or preventlon
of dependency,

“(3) preventing or remedying %
abuse, or exploitation of children and adults
unable to protect thelr own Interests, or
preserving, rehabilitating, or reuniting
families,

*(4) preventing or reducing Ilnappropriate
institutlonal care by jwoviding 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 Institutlons.

Soclal services would be defined by the
State, required to be directed at the spcolal
services gonls with parnmeters for such dofi-
nitions established by: prohibition agatnst
funding certaln activities; prohibitions
against reimbursing certaln medical institu-
tlons for social services provided to those liv-
ing in them (but other entities could provide
social services to such individusls in such
facilities) and; prohibitions against funding
child day care not meetng standards. The
draft bill also specifically names certain serv-
ices as examples of =aclal services but it is
not Intended to be an all inclusive list,
III, SOCIAL SERVICES PROGRAM PLANNING,

REPORTING, EVALUATION, AND AUDITING

Establishes new requirements for a State
to. conduct a program planning process to
determine the services to be provided and
who s to recelve such services with primary
emphasis on involvement by the citizens of
a State, The Governor or such other officials
as the laws of the Btate 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-
guired to conduct evaluations and provide
required reports to HEW and the publle.

Ninety days after the end of the services
program 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 & document which is still called
a “State Plan", It would deal with Btate
assurances regarding: falr hearings, confi-
dentiality of information; designation of a
single agency other than the Governor to
supervise the administration of the States
soclal services program; no duratlionsl resi-
dency or citizenship fequirement; and desig-
nation of state authorities for establishing
and maintaining standards,
¥. MAINTENANCE OF EFFORT AND MATCHING

FROVISIONS

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
Securlty Act, The Governor 18 also to provide
to the citizens of the State comparison of
non-federal expenditures between services
Program years.

Percentage of matching 1s not changed
from present law, le.: 7T5% for all services
except 80% for famlly planning services; 767%
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
donsated to the State are 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 walvers under
the proposed new title XX for Social Services
fo any State now under the various titles of
the Soclal Security Act and provide reports
to Congress on the results of such research
and demonstration programs.

He is also to provide to Congress prior to
July 1, 1877 a report on the effectiveness of

the soclal services program along with rec-

ommendations for improvements.

VII, EFFECTIVE DATE OF REGULATIONS PUBLISHED
BY THE SECRETARY OF HEW

No final federal regulations for the pro-
gram would be effective in a services program
year for a State If the regulations are puh-
lished within 60 days of the beginning of the
Btates services program year.

VIII. CONTINUATION OF MORATORIUN ON NEW
REGULATIONS UNTIL PROPOSED EFFECTIVE NEW
LEGISLATIONS
Currently the law prohibits HEW from

changing social services regulations until

after December 31, 1974, The draft bill would
have an effective date as to the payments of
soclal services of July 1, 1975. The bill would

-also continue the moratorium on HEW im-

plementing new regulations until July 1,

1975,

HEW News

HEW Becretary Caspar W. Weinberger an-
nounced his full support for the social serv-
ices blill introduced today by Senator Walter
F. Mondale (Minn.), together with Senators
Bob Packwood (Ore.), Lloyd H. Bentsen
(Tex.), and Jacob K. Javits (N.Y.). The bill
was developed jolntly by the Congress and
HEW and has the support of numerous in-
terested groups Including the National Gov-
ernors’ Conference.

“We wholeheartedly endorse this bill,” the «
Secretary sald, "It Is the result of slx months
of cooperative effort and consideration on
the part of the Congress, the Departmont, thi
Nationnl Governors' Confersnce, and many
others, na well ns key organlantlona eoncernoed
with sorvices for ehildren, famllios, the wpoed,
and thoe disabled.

"“All who have worked on the amendmoen i
belteve thelr enactinent would make possible
8 positive new Fedornl-Siote relatlonship
within which States could more effectively
target thelr social services resources to moet
the needs of their own people. g

“The proposed amendments make the State
soclal services program answerable primarlly
to the State’s cltizens, within broad Fed-
eral guldelines, I am convinced that this new
approach can free us &ll to concentrate on
getting services to people.

“At present a Congressional moratorium
on implementation of 1973 regulations is due
to expire on January 1, 19756. The amend-
ments would extend this moratorium until
July 1, the effective date of the proposed
changes, This 1s important so that States
can plan their programs effectively, and 1Is
one reason we hope for speedy enactment.”

Major changes affect State program ellgi-
bility, services planning, and accountability,
but not Federal funding,

Federal junding would remaln unchanged,
with a total of 2.5 billlon authorized for al-
location among the States on the basls of
their popuiation. The Federal share of a
State’s soclal services expenditures would
continue to be 76 percent, except for family
planning services for which the Federal share
would continue to be 80 percent.

Eligibility for services would be based on
Income rather than on welfnre-relatedness
(qualifying as & “former” or "potential” re-
clplent), but approximately 650 percent of
Federal funds must be spent for people eligl-
ble for AFDC (Aid to Families with Depend-
ent Chlldren), BSI (Supplemental Becurity
Income), and/or Medicaid.

Social services goals are specified In the
amendments; self-support; self-sufficiency;
protection for children and for adults unable
to protect themselves; de-institutionaliza-
ti~n when appropriate; and institutional
placement and services within some Institu-
tlons when necessary.

An Annual Comprchensive 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 s not
required for the program priorities and
Tesource 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 admnistration;
designation of Btate standard setting and
enforcement authoritles for facilities offer-
ing day or residential care; and absence of
any ellgibility requirement based on dura-
tlon of Btate or local residency or of US.
cltizenship.

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 least until
1877) with one addition: for children under
three there must be one adult for every two
children.

Federal evaluation and program assistance
to Btates would be mandated, as would a
July 1977 report to Congress on program
eflectiveness.

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-
lces furnished to persons not eligible for
cash assistance;

Fiscal sanctions for noncompliance with
certain Federal requirements;

A delayed effective date for any Federal
regulation promulgated less than 60 days
before the beginning of a State’s program
year;

And maintenance of State flscal effort in
regard to soclal services.

Mr. BENTSEN. Mr. President, it gives
me particular pleasure to join with my
celleagues in introducing the Social Serv-
ices Amendments of 1974. Senators
MonpaLE, JaviTs, Packwoop, and I are
the Senators who introduced similar leg-
islation last year.
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This bill will, I believe, terminate a
long period of uncertainiy 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 Btate 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-
sponsors of the present bill to introduce
& new social services measure which
would have eliminated many of the defi-
ciencies in the HEW regulations. That
measure, in large part, was incorporated
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 & 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-sufiiciency. 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 hill, 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 flexible 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 disadvaniaged and handicapped
citizens in the various States are to be
given the opportunity to attain dignity
and self-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,
Packwoon, and BENTSEN, in introducing
the “Social Services Act of 1874," a bill
to amend the Sogial Security Act to es-
tablish a consclidated program of Fed-
eral financial assistance to encourage
provision of services by the States.

This bill embodies a&n agreement
reached between us and Secretary Weln-

berger of the Department of Hoalth,
Education, and Welfare, on the future
of our vital soclal 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
inflation 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 bill 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 T-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 nafional median, if
lower, and services based on & fee sched-
ule to persons with incomes up to 115
percent of the State median.

This means that States could establish
eligihility 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 standards, 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
programs 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.8,
District Court has recently restrained the
State temporarily from imposing the

regulations—a hearing is schedule for
next week.

Were the hill we introduce today in
effeci, the Stats 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 eligibilify 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
welfare rolls in New York State and New
:1011':: City where the cost of living is so

g,

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
cff 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
similar 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 programs 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
:.jhe eycle of poverty for a new genera-

on.

Mr. President, regrettably, we were not
able to obtain agreement with the De-
pariment 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

1973,

This ceiling and the allocation for-
mula contained in the legislation has
acted to prejudice greatly industrial
States, likes 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 $900
million again was unused.

Mr. President, this is ridiculous in it-
self, but particularly outrageous as a
matter of public pelicy at & 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 iiem of re-
maining business, T believe that this bill
represents a greal step forward and I
shall work closely with Senators Mow-
pALE, Packwoon, 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
enrliest moment, so that the machinery
is in place to meetl the very real crisis
which the poor will continue to face in
these difficult and threatening economic
times,
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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 REcorb.

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

SUMMARY OF SOCIAL SERVICES ACT

1. ELIGIBILITY AND FPRIORITY FOR FEDERALLY
REIMBURSABLE SOCIAL SBERVICES

The bill provides speclal prlority for re-
cipients of AFDC and SSI and Medlcald by
requiring that 50 percent of the federal social
services funds used In a State be for pervices
to such individuals and familles.

The bill proposes that federal limitations
on States In establishing those in a State
eligible for federa.ly assisted social services
relate to the income of the individual or
family, and would remove the requirement
that recipients be classified as “former or
potential welfare reciplents.” Federal match-
ing for free services is available for people

with incomes up to 807, 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 blllion limit on federal payments will
continue to apply.
II. DEFINING SOCIAL SERVICES

The goals of the program are established
as; 3
“(1) achieving or maintaining economic
self-support to prevent, reduce, or eliminate
dependency,

*(2) achieving or maintaining self-suffi-
ciency, Including reduction or prevention of
dependency,

“(3) preventing or remedying neglect,
abuse, or exploitation of children and adults
unable to protect their owil 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

“{6) securing referral or admission for In-
stitutional care when other forms of care
are not appropriate, or providing services to
individuals In institutions.

Soclal services would be defined by the
State, required to be directed at the social
services goals with parameters for such def-
initions estabiished by: prohibition agalnst
funding certain activities; prohibitions
against reimbursing certaln medical institu-
tions for social services provided to those
living in them (but other entities could
provide social services to such individuals in
such facilities) 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. SOCAL SERVCES PROGRAM, PLANNNG,
REPDRTING, EVALUATION, AND AUDITING -

Establishes new requirements for a State
to conduct a program planning process to
determine the services to be provided and
who 15 to recelve such services with primary
emphasls on involvement by the citizens of
a State. The Governor or such other officials
as the laws of the State provide 1s responsible
for publishing the services plan for comment
and approving the final services plan for the
program year. The State is also required re-
conduct evaluations and provide required re-
ports to HEW and the public.

Ninety days after the end of the services
program year an “annual soclal services pro-
gram report”, Is approved by the Governor
or other officlal designated under State law
desceribing the services provided during the
past year,
1V, “STATE PLAN" BUBJECT 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
Flan'. It would deal with State assurances
regarding: falr hearings; confidentiality of
information; designhation of a single indi-
vidual or agency other than the Governor
to supervise the sdminisiration of the States
social services program; no durational resi-
dency or citizenship requirement; and deslg-
nation of state authorities for establishing
and malntaining standards.

V. MAINTENANCE OF EFFORT AND MATCHING
PROVISIONS

The blil establishes a maintenance of effort
requirement for States which requires that
the non-federal share of 1ts aggregate ex-
penditures for Lthe provisions of services dur-
ing each services program year are not less
than the aggregate expenditures for the pro-
vislons of those services during fiscal year
1973 or 1874 (whichever 18 less) with respect
to which payment was made under the Social

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

’ Percentage of matching is not changed
from present law, Le.: 76% for all services
except 809 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 are allowed to be uti-
lized for non-federal match but with certain
restrictions.

VI. FEDERAL EVALUATION, RESEARCH AND DEM-
ONSTRATIONS, FROGRAM ASSISTANCE, AND HEW
REPORTS TO CONGRESS

HEW is authorized to grant waivers under
the proposed new title XX for Soclal Services
to any State nmow under the various titles
of the Social Security Act and provide re-
ports to Congress on the results of such re-
gcarch and demonstration programs.

He is also to provide to Congress prior to
July 1, 1977 a report on the effectiveness of
the soclal services program along with rec-
ommendations for improvements.

VII, EFFECTIVE DATE OF REGULATIONS PUBLISHED

BY THE SECRETARY OF 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 OF MORATORIUM ON NEW
REGULATIONS UNTIL PROPOSED EFFECTIVE NEW
LEGISLATIONS
Currently’ the law prohibits HEW from

changing soclal services regulations until

after December 81, 1974, The draft bill would
have an effective date as to the payments
of soclal services of July 1, 1975. The bill
would also continue the moratorium on HEW
implementing new regulations untfl July 1,
1975.

80 percent of 115 percent of

usted me-  adjusted me-
Stale (family of 4) dian income 1 ian income
Aabama. ..o 38,629 $12, 404
Alaska__ . _ 12, 758 18,334
Arizona______ .. 10, 309 14, 818
Arkansas__.__.. 7,774 11,175
California. 10, 676 b
Colorado_____ 10,376 14)915
Connecticut. - 12,387 17, 805
Delaware. ... 10,918 5,
District of Colul 10, 14,479
Florida 9,768 14,041
Georgia 9, 463 13,563
Hawaii.. 12,135 17, 444
Idaho_ , 116 13,103
Iifinois........ i, 16, 742
Indiana 10, 698 19378
lowa. 9,947 14,
Kansas__.__ - 9,720 13,972
Kentucky.. .- 8,519 12,245
Louisiana. _ 8,677 12,472
Maine.__.__ 8, 765 12,
Maryland__ 11, 16, 821
Massachusett 11, 424 16, 420
Michigan. .. 11, 16, 80
Minnessola . 10,784 15, 501
Mississippi.. 7,651 10,998
Missouri...... 10, 049 14, 444
Montana...... , 130 13,123
Nebraska. .. 9, 437 13, 564
Nevada......... 11,308 16, 255
New Hampshire... 10, 411 14, 964
New Jersey. 12,179 17,
New Mexico , 7136 12, 557
New Yark 12,767 18,
North Car , 902 12, 796
North Dakota 8, 542 12,278
Ohio. ... 10,937 15,721
Oklshoma. .. 9,014 12,957
Tegon. .. 10, 402 14,952
Pennsylvania__ 10, 281 14,777
Rhode Isiand . _ 10, 483 15, 066
South Carolina , 741 12,564
South Dakota. _ , 12, 062
] X 12, 342
Texas__ , 176 14,052
tah_ . , 690 13,929
Vermont , 530 13, 698
Virginia. .. ... A 10, 028 14,441
Washington .o oo aaaeace 139 o

80 parcent of 115 percent of
adjusted me-  adjusted me-

State (family of 4) dian incoma ian income
325 11, 966

0, 780 ;l.’l:: 496

9,745 14, 007

1 This figure may not exceed the tull national median, currently
$12 040
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