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SENATE-Tuesday, June 19, 1990
(Legislativeday of Monday,June 11, 1990)
The Senate met at 9:30 a.m., on the
expiration of the recess, and was
called to order by the Honorable
HARRY REID, a Senator from the State
of Nevada.
PRAYER

THE JOURNAL
Mr. MITCHELL. Mr. President, I
ask unanimous consent that the Journal of the proceedings be approved to
date.
The ACTING PRESIDENT pro tempore. Without objection, it is so ordered.

The Chaplain, the Reverend Richard C. Halverson, D.D., offered the following prayer:
SCHEDULE
Let us pray:
***but with God all things are posMr. MITCHELL. Mr. President, following the time for the two leaders,
sible.-Matthew 19:26.
Almighty God, to whom belongs all there will be a period for morning
power and all wisdom, manifest Thy- business not to extend beyond 10 a.m.,
self in this place that all may know with Senators permitted to speak
that Thou art present and relevant. therein for up to 5 minutes each.
At 10 this morning, the Senate will
Certainly anything that is doable this
resume consideration of S. 566, the afpowerful body can do. But despite all
fordable housing bill, with amendment
its power, some issues are beyond
No. 2024 the pending business.
human resolution and require divine
The yeas and nays have been orremedy. As the Senate labors under indered on this amendment, so my colternal as well as external pressures, leagues should be aware that there is
confronting not only the issues from the possibility of a rollcall vote this
without but the struggle of conscience, morning relative to that amendment.
courage, and confidence from within,
Other votes are likely today with reas stubborn problems refuse solution spect to the housing bill. Between the
and an impending election pervades hours of 12:30 p.m. and 2:15 p.m., the
the atmosphere, help Your servants to Senate will stand in recess to accomlearn to depend upon the God of the modate the party conference lunchimpossible as they try to do every- eons.
thing that is possible.
In the name of Jesus for whom
RESERVATION OF LEADER TIME
nothing is impossible. Amen.
Mr. MITCHELL. Mr. President, I reserve the remainder of my leader time
APPOINTMENT OF ACTING
and reserve all the leader time of the
PRESIDENT PRO TEMPORE
distinguished Republican leader.
The ACTING PRESIDENT pro temThe PRESIDING OFFICER. The
clerk will please read a communication pore. Without objection, the time of
to the Senate from the President pro the two leaders is reserved.
tempore [Mr.BYRD].
The legislative clerk read the followMORNING BUSINESS
ing letter:
The ACTING PRESIDENT pro temU.S. SENATE,
pore. Under the previous order, there
PRESIDENT PRO TEMPORE,
will now be a period for the transacWashington, DC,June 19, 1990.
To the Senate:
tion of morning business to extend to
Under the provisions of rule I, section 3, the hour of 10 a.m., with Senators perof the Standing Rules of the Senate, I mitted to speak therein for up to 5
hereby appoint the Honorable HARRY REID. minutes each.
a Senator from the State of Nevada, to perMr. MITCHELL. Mr. President, I
form the duties of the Chair.
suggest the absence of a quorum.
ROBERT C. BYRn,
The
ACTING PRESIDENT pro temPresidentpro tempore.
pore. The clerk will call the roll.
Mr. REID thereupon assumed the
The legislation clerk proceeded to
chair as Acting President pro tempore. call
the roll.
Mr. GORE. Mr. President, I ask
unanimous consent that the order for
RECOGNITION OF THE
the quorum call be rescinded.
MAJORITY LEADER
The ACTING PRESIDENT pro temThe ACTING PRESIDENT pro tem- pore. Without objection, it is so orpore. Under the standing order, the dered. The Senator is recognized to
majority leader is now recognized.
speak in morning business.

e This

REVERSAL OF ADMINISTRATION
ENVIRONMENTAL POLICY
Mr. GORE. Mr. President, I rise to
discuss two issues related to the global
environment. On Friday afternoon,
after we had finished our business for
the week here and when many Senators were on their way to their home
States, at the end of that day the administration quietly announced, in the
form of a press release from John
Sununu, that it was suddenly reversing its policy on the protection of the
stratospheric ozone layer and was now
prepared to join in a previously agreed
measure to supply some funding for a
pool of money to assist some of the
poorest nations in the world to develop and use substitutes for the chemicals that are now implicated in the destruction of the Earth’s protective
ozone shield.
I rise today to commend the administration’s decision to reverse its previously stated policy with regard to that
international fund.
I am pleased that the administration
finally listened to the advice it was receiving from its own Environmental
Protection Agency, its State Department, many of our allies, including
Prime Minister Thatcher, many scientists and business leaders and concerned citizens; also, many Members of
this body. There were quite a few
Members of the Senate on both aides
of the aisle who joined in a bipartisan
effort in an attempt to persuade the
President to overrule the position too
stridently stated by his chief of staff,
Mr. Sununu.
I hope that this will bring to a close
the battle of wills on this particular
part of the issue concerning the protection of the stratospheric ozone
layer, but we must wait to see how this
position is presented in the international negotiations beginning
this
week.
I hope those negotiations will result
in a successful effort to strengthen
and expand the Montreal Protocol designed to protect the stratospheric
ozone layer. That protocol must be extended and protected, Mr. President,
because if that remains the only measure that is on the books, so to speak,
and a part of the international agreement to protect the stratospheric
ozone layer, then the concentrations
of the harmful chemicals will triple
throughout this coming century. The
current concentrations are already
doing such serious damage that it is
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abundantly obvious that we must
strengthen that measure.
Mr. President, I ask unanimous consent to proceed for an additional 3
minutes.
The ACTING PRESIDENT pro tempore. Without objection, it is so ordered.

group designed to confront the global
warming problem.
I think it is unfortunate that we
have had this kind of performance by
the administration. I hope the President will decide to change course here
as well and provide leadership.
In closing, Mr.President, I ask unanimous consent that various news accounts of the ozone policy reversal be
GLOBAL WARMING
printed in the RECORD.
There being no objection, the mateMr. GORE. Mr. President, the
second issue I would like to discuss has rial was ordered to be printed in the
to do with another threat to the global RECORD, as follows:
environment. That is the problem of [From the Washington Post, June 16, 1990]
UNITED STATES DOI’S OPPOSITION TOCFC
global warming. There has been an
PHASEOUT FUND
international effort underway
to
assess the seriousness of global warm(By Michael Weisskopf)
ing and to come up with proposals for
The Bush administration said yesterday it
solving that problem. Three interna- has dropped its opposition to the creation of
tional scientific and expert panels a $100 million international fund to help dewere established under the auspices of veloping nations end their use of chemicals
the U.N. environment program and that erode the ozone layer shielding the
from withering ultraviolet rays.
the World Meteorological Organiza- Earth
The policy reversal follows a storm of crittion. The panel charged with assessing icism and personal appeals to the White
the seriousness of the problem was House, including those by British Prime
chaired by Great Britain. They com- Minister Margaret Thatcher and American
pleted their work and announced that corporate chiefs. It also extricates the
they were certain the problem was United States from almost certain diplomatreal, extremely serious and that the ic isolation at a London conference next
week on an accelerated timetable to curb
time to act is now.
use of the dangerous chemicals-chloroThe panel charged with responsibil- fluorocarbons (CFCs)-and eventually elimiity for coming up with answers or solu- nate them.
tions to the problem was chaired by
It also marks a concession by White House
the United States. I had an opportuni- Chief of Staff John H. Sununu. Sununu led
ty to chair a hearing last week that the fight against the United Nations-prolooked at how this process was going. posed fund, which was supported by EnviProtection Agency Administrator
What I found was quite troubling, Mr. ronmental
William K. Reilly. The policy shift anPresident. The participants in the nouncement was made in a White House
hearing advised us that what took statement released under Sununu’s name.
place during the meeting was that
The U.S. position had raised fears by corevery time any nation would propose porate giants who produce or use CFCs that
some kind of strong action to confront Washington’s resistance could have subjectthe problem, representatives from ed American companies to trade barriers by
Saudi Arabia would stand and blast nations participating in the fund. Chairmen
of companies such as E.I. du Pont, de Nethe proposal, and the representatives mours & Co., and Motorola Inc. had apfrom the United States would sit si- pealed to the Wlhite House for a change in
lently by, never challenging a single policy, according to administration sources.
word expounded by the representaFirst proposed at all international meeting
tives of the world’s largest oil export- last month in Geneva, the fund is considing nation with such a large stake in ered essential to enlist the support of such
opposing any measures to reduce the modernizing giants as China and India for a
emissions of carbon dioxide now be- 1987 treaty calling for reductions of the verCFCs. The gases are used for refrigerlieved to be causing the problem of satile
ation, cleaning of computer parts and proglobal warming.
duction of polystyrene items.
As a result of the administration’s
The United States, whose contribution
failure to lead on this issue, the panel, was to have been assessed at $25 million,
chaired by the United States, pro- was the only nation to oppose the fund.
duced a report that contains no specif- Publicly, U.S. officials had said existing proic timetables, no goals, no policy op- grams of the World Bank were adequate to
tions capable of addressing the prob- assist developing nalions phase out use of
CFCs.
lem in any meaningful way whatsoBut privately, Sununu and Office of Manever. This is not leadership, Mr. Presi- agement and Budget Director Richard G.
dent. It is not what our country needs; Darman had argued the expenditures could
it is not what this world needs. What set a dangerous precedent for far more
passes for leadership on the environ- costly future requests to help the Third
ment in the Bush administration is World reduce its reliance on traditional
the kind of last-minute, begrudging re- energy sources, such as coal, which cause
versal of course that we saw late global warming.
In yesterday’s statement,Sununu said the
Friday afternoon on the ozone ques- United
States will submit its own fund protion. More typically, what we see is posal at next week’s conference, with condithe kind of performance that has tions underlining the "precedential nature"
the administration’s of the fund and the "unique circumstances"
characterized
handling of this response strategy that make it necessary.
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Sununu said the proposal will meet President Bush’s "essential criteria." They are
"adequate scientific evidence" of the causes
and effects of ozone depletion, "strong evidence" that the fund would "successfully
address" the problem and the "reasonable
and predictable" nature of the expenditures
needed.
Details of the proposal were not made
available. But an administration official said
the U.S. plan is expected to call for $100
million, with Washington assessed 20 to 25
percent of the costs in line with its overall
contribution to international organizations,
If China and India join the pact, the fund
would grow to $200 million.
The fund, to be administered by the
World Bank, would be used to help Third
World industries that use CFCs convert to
alternative chemicals, cover the extra costs
of alternatives and identify new ways to replace CFCs.
While 54 nations have signed the 1987
treaty and are expected at the London conference to vote for elimination of CFCs, scientists say efforts to preserve the stratospheric ozone layer 10 miles above the
Earth will be frustrated if developing nations not now party to the pact fail to curb
their growing use of the popular and cheap
chemicals.
Washington reaction to the policy shift
was favorable among those advocating CFC
phaseout. Sen. John H. Chafee (R-R.I.) said
that without a fund to enlist the cooperation of the Third World. "all that will be accomplished by the developed nations will be
canceled."
Liz Cook, of Friends of the Earth, cautioned that if the administration proposal
has too many strings attached, developing
nations might not be satisfied.

[From the New York Times, June 16, 1990]
UNITED STATES To BACK FUND To PROTECT
OZONE
(By Philip Shabecoff)
WASHINGTON, June 15.-Reversing a policy
decision, the White House said today that it
would support a new international fund to
help poorer countries phase out chemicals
that are destroying the earth’s ozone layer.
The new policy removes the last big
hurdle to an international agreement for a
ban on the chemicals, including chlorofluorocarbons. The accord is expected at a meeting in London next week.
Bush Administration officials said the
United States expected to contribute $20
Iillion to $25 million to the fund, which
would total $150 million to $250 million.
Today’s announcement did not change the
expected amount of the American contribution.
SCIENTIFIC FINDINGS
Although the amount of money involved
is relatively small, White House officials led
by the chief of staff, John H. Sununu,originally opposed settlling up a new fund rather
than providing the same amount of aid
through existing institutions like the World
Bank. The White House feared that a new
fund would set a precedent for expensive
new foreign aid programs on the environment.
Chlorofluorocarbons and certain other
chlorine-containing chemicals produced by
industry have been found by scientists to be
severely depleting ozone molecules in the
upper atmosphere. That ozone shields the
earth’s surface from excessive ultraviolet radiation from the sun, which can cause skin
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cancer and cataracts and suppress the
immune system in humans: the radiation
also damages crops and wildlife.

The White House has been under heavy

plete the ozone layer. Charging that a U.S.
failure to support the fund would undermine George Bush’s vow to be the Environmental
President,
Democratic
Senator
Albert Gore of Tennessee called the policy
"pigheaded and obstinate." He predicted
that once the angry reaction set in, Sununu
would reverse himself.
Last week Sununu did just that. He announced that the U.S. would contribute $25
million to a $100 million World Bank fund
that will help underwrite the cost of chlorofluorocarbon-abatement efforts in less developed nations. Sununu claimed that the
Administration now found itself able to endorse the fund because financial safeguards
that the initial plan lacked have been put in

domestic and international pressure to reverse its decision. Many other countries
have warned that the American opposition
to a fund to help the poorer countries could
undermine the effort to bar future production of chlorofluorocarbons.
Last week, for example, Prime Minister
Margaret Thatcher of Britain wrote to
President Bush urging him to reconsider.
Administration officials say. On Tuesday,
Mustafa K. Tolba, executive director of the
United Nations Environmental Program,
called on the United States to provide help
to the developing countries. Environmental
place.
organizations and even the industries that
But a White House official pooh-poohed
make and use chlorofluorocarbons, called
the original White House decision a mistake Sununu’s explanation for the abrupt turnand asked for its reversal.
about in policy as "a mere fig leaf." Said le:
The House of Representatives has already "It became clear to us that almost everyauthorized $30 million to help the develop- body was unhappy."
ing countries protect the ozone layer. A
similar proposal has been introduced in the
THE WHITE HOUSE,
Senate.
June 15, 1990.
Stephen Hart. a White House spokesman,
STATEMENT BY TIE CHIEF OFSTAFF
said today that the change came as a result
of "internal Administration discussions."
The Administration will propose a fund,
Mr. Sununu issued a statement today saying operated and administered by the World
that at the London meeting the United
Bank, to assist less developed countries
States would propose a new fund, operated (LDCs) in phasing out the production of
and administered by the World Bank, to CFCs by the year 2000. The President’s prohelp the poorer countries phase out chloro- posal is intended to allow the parties to the
fluorocarbon production.
Montreal Protocol to conclude an acceptaA U.S.CONDITION
ble agreement on a package of amendments.
The
proposal includes specific requirements
But Mr. Sununu’s statement said the
United States would support the fund only addressing: the uses of the fund; the preceif it was not considered a precedent for deal- dential nature of the fund: the administraing with other international aid programs.
tion of the fund: assessments; control of the
The United States proposal would also fund; and voting rights within the fund.
build in strict controls to assure that the fiThe President’s proposal is structured to
nancial aid is used for its intended purposes. reflect the unique circumstances that create
A treaty signed in Montreal in 1987 under
the need for a fund specifically designed to
the auspices of the United Nations Environ- assist LDCs in phasing out CFCs in a nonment Program requires a 50 percent reducframework. This approach
precedential
tion in the production and use of chloromeets the President’s essential criteria for
fluorocarbons by the year 2000. But subseally suchl funding mechanism.
quent scientific data on the seriousness of
First, there is adequate scientific evidence
the problem Ilave shown that such a reducof the causes and effects-in this case, of
tion would not be adequate. The United
States and most other countries now sup- ozone depletion.
Second, there is strong evidence that the
port a total phaseout by 2000 and sharp reductions in other ozone-depleting chemicals, steps to be taken-under the amended Protocol-will successfully address the problem.
including methyl chloroform.
Third, the resources needed to address the
Many developing countries have insisted
that they would not be able to phase in sub- problem are reasonable and predictable.
stitutes without additional assistance. India
The President expects the parties to the
and China, two countries with development. Montreal Protocal to successfully conclude
plans that call for substantially expanded negotiations on a package of amendments to
use of the chemicals, have said they will not the Protocol next week in London. The Adjoin a treaty to eliminate the use of the ministration’s proposal will be offered at
chemicals without substantial new economic that time.
and technical help.
The President’s proposal is designed to
The change of White House policy was meet the financial needs of LDCs as they
praised today by members of Congress, envitransition from the production of ozone-deronmentalists and industry representatives.
pleting substances to environmentally safe
"Hurray for the President," said Senator
alternatives. At the same time, it addresses
John H. Chafee, Republican of Rhode
previously stated significant U.S. concerns
Island, one of those who wrote to Mr. Bush
urging him to reconsider. "This is a very about the use and management of the fund
and
the concern that there be no precedentwise political decision but more than that it
is a very wise decision for the future of the setting nature to such aid.
The United States has been a world leader
world."
in efforts to control emissions that adversely
affect the ozone layer. The United States
(From the Time magazine, June 25, 19901
outlawed the use of CFC aerosol propellants
EcoLoGY: U-TURN ON OZONE
in 1978; strongly supported the initial negoWhite House chief of staff John Sununu
tiations that led to the Vienna Convention
infuriated
environmentalists last month
for the Protection of the Ozone Layer in
when he blocked creation of a special inter1985; and was among the first to sign the
national fund to help developing countries
reduce their use of industrial gases that de- Montreal Protocol in 1987.

June 19, 1990
EXTENSION OF MORNING
BUSINESS

Mr. BYRD. Mr. President, I ask
unanimous consent that morning business be extended for 10 minutes, as
under the same arrangements heretofore agreed to.
The ACTING PRESIDENT pro tempore. Without objection, it is so ordered. The senior Senator from West
Virginia is recognized.
Mr. BYRD. I thank the Chair.
(The remarks of Mr. BYRD pertaining to the introduction of S. 2752 are
located
in today’s RECORD under
"Statements on Introduced Bills and
Joint Resolutions.")
The PRESIDING OFFICER (Mr.
KERRY). The Senator from West Virginia is recognized.
Mr. ROCKEFELLER. I thank the
Chair.
(The remarks of Mr. ROCKEFELLER
pertaining to the introduction of S.
2752 are located in today’s RECORD
under "Statements on Introduced Bills
and Joint Resolutions.")

EXTENSION OF MORNING
BUSINESS
The PRESIDING OFFICER. The
period for morning business is now to
expire.
Mr. MOYNIHAN
addressed
the
Chair.
The PRESIDING OFFICER. The
Senator from New York is recognized.
Mr. MOYNIHAN. I thank the Chair.
The PRESIDING OFFICER. If the
Senator would suspend just for a
minute so I can close morning business
and have the clerk report the pending
business.
Mr. MOYNIHAN. Absolutely.
Mr. WILSON. Mr. President, I ask
unanimous consent that morning business be extended by 5 minutes.
The PRESIDING OFFICER. Is
there objection to the Senator’s request?
Mr. MOYNIHAN. Mr. President,
without meaning to object, I will not
object, may I say that we have matters
before the Senate today and this
would be the last occasion which I
would feel free not to object.
The PRESIDING OFFICER. The
Senator from California is recognized.
Morning business is extended for 5
minutes.

Mr. BYRD. Mr. President, will the
Senator from California yield without
losing his right to the floor?
Mr. WILSON. Certainly.
Mr. BYRD. Will he allow the Senator from New York to make a few com-

ments-less than 5 minutes certainly.
The Senator had the floor.
Mr. MOYNIHAN. I will be longer.
Mr. BYRD. All right. I thank the
Senator for yielding.
The PRESIDING OFFICER. The
Senator from California is recognized.
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THE VIOLENCE AGAINST
WOMEN ACT OF 1990
Mr. WILSON. Mr. President, during
morning business today eight women
in America will confront an attacker.
Five women will become victims of
rape, almost 1 in 5 of whom will live in
my home State of California; 228
women will be beaten, the majority by
their husbands, boyfriends, or ex-

spouses; as many as three battered
women will die before day’s end.
Mr. President, these are not just

grim statistics. In every case, there is
terrible anguish. There is literally
physical pain and suffering, but perhaps it is exceeded even by the psy-

chological trauma that is inflicted.
What restitution will society make
for these heinous crimes? Do the victims receive assurance that there will
be protection in the future?
For most rapists, a conviction will
mean no more than a short term in
prison. Take, for example, the case of
Lawrence Singleton who raped 15year-old Mary Vincent, chopped off
her arms and dumped her into a
canyon to die. Miraculously, she survived that brutal attack, which is to
say she survived physically, and for
that Lawrence Singleton was sentenced to 14 years and served only 8.
He is now at liberty. His victim is suffering a lifetime of inexpressible pain

and injury, physical and psychological.
Mr. President, we simply cannot call
ourselves a. civilized society if we do
not protect the most vulnerable from
the most heinous kind of attack.
There are men who batter their wives
or girlfriends, and in most cases they
go unpunished because their crimes go
unreported, however violent, unless
they actually murder their victims.
Sadly, this Nation has a history of
turning the other cheek, of being embarrassed about domestic violence, and
until recently we have not done nearly
enough about it. Only a handful of
States have enacted tough laws to
combat this terrible threat. Our response remains inadequate in the face
of a frightening escalation of reported
domestic violence.
In that setting, I particularly commend the Senator from Delaware, the
chairman of the Judiciary Committee,
who has faced this problem and today
will be introducing legislation to provide the first real Federal effort to
combat violent crime against women.
I commend Senator BIDEN and I join
him in that effort.
First, the Violence Against Women
Act of 1990 recognizes that not all rapists can be rehabilitated and creates
new penalties for repeat sex offenders.
Close to 8 percent of all convicted
rapists will rape again. For these
criminals, their actions, much like
those of the crack addict, represent a
continuum of behavior from which
they cannot escape.

Senator BIDEN’S legislation will also
ensure that rapists will spend more
than what seems a fortnight at SingSing by increasing Federal penalties
for rape. It provides minimum sentences of a duration that at least
offers some hope that women will be
safe from these recidivists and though
monetary relief cannot remove the
scars which in many cases remain a
lifetime.
In addition to requiring these longer
prison terms this legislation requires
that rapists atone for their actions by
paying restitution to their victims.
Accordingly, the bill will require and
expand victim restitution in sex crime
cases.
For those areas of the country
which are the most dangerous for
women, such as Los Angeles, I am sad
to say, where over 2,000 rapes are committed each year, the bill will authorize $300 million to increase prosecution rates and set up special crime
units to target violent crimes against
women.
Finally, the Violent Crime Against
Women Act will encourage greater law
enforcement intervention and cooperation in domestic violence cases, create
new civil rights protections for victims
of sex crimes, and set up a national

commission on violent crime against
women.
Mr. President, we not only can but
we must protect a woman’s right to
live safely in security in her home and
to be able to walk safely through her
neighborhood, safe from the Lawrence
Singletons of the world.
The PRESIDING OFFICER. The
time of the Senator has expired.
Mr. WILSON. Mr. President, I ask
unanimous consent for an additional
30 seconds.
Mr. MOYNIHAN. Mr. President,
without meaning to object, I do note
that I did say I would object. I will one
last time not object. We have business
before the Senate.
Mr, WILSON. Mr. President, I thank
the Senator from New York. I have to
say I think this is important business
before the Senate, and shortly will be
before the Senate.
Mr. President, the Violence Against
Women Act is an important step in
the direction of making women safe.
I can hope Congress will move quickly to enact this bill both to provide
Federal jurisdiction and protection-and to provide a model and a prod to
State criminal justice systems where
the lion’s share of this grave problem
must he dealth with-so that we might
spare the senseless pain and suffering
of millions of rape and aggravated assault victims and prevent the death of
1,500 battered women each year.
I thank the Chair and yield the
floor.

14491
CONCLUSION OF MORNING
BUSINESS

The PRESIDING OFFICER. The
period of morning business is now
closed.

NATIONAL AFFORDABLE
HOUSING ACT
The PRESIDING OFFICER. The
clerk will report the pending business.
The bill clerk read as follows:
A bill (S.566) to authorize a new Housing
Opportunities Partnetships program to support State and local strategies for achieving
more afforable housing to increase home
ownership, and for other purposes.
The Senate resumed consideration
of the bill.
Pending:
(1)Heinz amendment No. 2023, expressing
the sense of the Senate that Congress
should recognizee
unique needs of persons 85 and older and attempt to design
Federal housing programs recognizing such
needs.

(2) Heinz amendments No. 2024 (to
amendment No. 2023), in the nature of a
subsitute.
Mr. MOYNIHAN. Mr. President, I
rise as I had earlier indicated to speak
to the amendment which was offered
yesterday by the senior Senator from
Pennsylvania, my friend, Senator
HEINZ, a fellow member of the Committee on Finance.
That amendment can be best described simply by reading it. It says: It
shall not be in order in the Senate to
consider any bill dealing with the
public debt, or amendment or conference report thereon if Congress has
not acted to remove the OASDI revenues and expenditures from the calculation of the deficit of the United

States Government pursuant to the
Gramm-Rudman-Hollings Deficit Reduction Act.
The only point that might want to
be spelled out further is that by
"OASDI" the Senator refers to the
Old-Age, Survivors, and Disability Insurance Program, commonly known as
Social Security.
So we are talking about Social Security and the Social Security surplus of
which we have heard a considerable
amount so far this year. But we have
not yet acted this year.
May I say, Mr. President, that Senator HEINZ’ proposal presents us with
an opportunity to confront reality,
and I for one, having proposed this
myself in previous Congresses and in
this Congress, am going to vote for
this measure, and I hope we all will do
it because it will tell our summiteers
as they gather again today what they
really have to work with.
In this morning’s Washington Post
we have an article by David Broder reflecting a luncheon meeting yesterday
where
Mr.
here
in Washington
Darman spoke to reporters. The headline says very simply "Forced Cuts
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Could Exceed $80 Billion, Darman
Says." Then the subhead: "Revenue
Proposals Expected Today as Negotiators Resume Talks on Deficit Reduction."
What Mr. Darman was referring to
was the amount that will be sequestered if on October 1 we have not
passed a budget that meets the
Gramm-Rudman-Hollings targets for
the coming fiscal year.
Mr. Darman’s estimate is $20 billion
more than it was previously. That is
about right. Every 2 months for the
last 10 years Budget Directors have
added $20 billion to the deficit. He
speaks about the horrendous event
and consequences.
He read, according to Mr. Broder,
who is unimpeachable in these matters, the figures from a 22-page draft
of a document he plans to make public
on July 15 as a warning to the Congress of the potential cost of an impasse. By then he said the lawmakers
will be facing another deadline, the
need to increase the $3.1 trillion ceiling on Treasury borrowing before they
start their annual August recess. That

percent of the money borrowed in the
Second World War. All we have to
show for it is Grenada. We cannot
even claim Central America anymore.
I see also this morning in the Washington Post a story titled "Baker To
Press Other Nations for Aid to Central
America." He wants the Japanese to
take over our celebrated responsibility
for those republics; also the World
Bank and International Monetary
Fund.Certainly, we cannot do it.
Here are the numbers. You get a
sense of what is involved, Mr. President. In fiscal year 1991, there will be
a $74 billion surplus in the Social Security trust funds. In fiscal year 1992,
$85 billion. In fiscal year 1993, $98 billion. I say that is the point when the
trust funds will commence to rise by
$2 billion a week.
In 1994, $112 billion. In 1995, $128
billion. We are at that point moving to
where they will be rising at $3 billion a
week. But, Mr. President, these are
not general revenues. They ought not
to be available to the Treasury to
spend on everything from paper clips
to battleships, and whatever else in bedoes indeed face us.
tween.
Later on it points out that the debt
I should say, Mr. President, that
is roaring up because of the savings
and loan disaster, which is costing us with respect to this subject that is remoney that is being borrowed by the ferred to with some frequency as
Federal Government, you may be sure. taking the Social Security trust funds
Mr. President, what would Senator off budget, I want to say that I do not
HEINZ’ proposal do? If he were here, I fully understand the pressure to do
would ask that I be added as a cospon- this, because the Social Security trust
sor. Perhaps he will hear me. I am funds are off budget, Mr. President.
sure he can accommodate me on that. They are not on budget now.
If we want to adopt a resolution that
Well, it is very simple. It prompts us
to pass legislation to remove Social Se- we ought to do what we have already
curity surpluses from the calculation done, well, that would not surprise me,
of the deficit, so as to expose the true but I do not know how useful an exercise it would be. The National Comdeficit.
And that is a fair point, sir, because mission on Social Security Reform in
these surpluser are not general reve- 1983 recommended that the trust
nues; they are trust funds; 132 million funds be taken off budget in fiscal
Americans have their Social Security 1993.
In the 1985 version of Grammnumbers and individual accounts. I
was about to tell you mine, Mr. Presi- Rudman-Hollings, this was brought
dent. I received it almost 50 years ago, back to fiscal 1986. So they are off
and those first three numbers always budget now. But they are included in
escape me--20-3776. So I have two- the
Gramm-Rudman-Hollings
estithirds of the number. The first three mates of the deficit.
escape me. That is my account.
Why is that, Mr. President? Very
Over 5 years, the amount of surplus- simple. It makes the deficit seem
es in the fund will come to $500 bil- smaller than in fact it is. So it is a
lion. So that means that the gentle- good thing to say that the deficit is, at
men gathered in the Mansfield Room minimum, $74 billion larger next year
this afternoon to discuss this matter than it will be calculated as being, and
have an extra $500 billion they need to to say to the President, to Congress,
fund, about twice what they are talk- fine, do not do anything, and on Octoing about now. I think that is about ber 1 you will have to cut $154 billion,
right. That is serious, Mr. President.
not $80 billion, out of the operating
But it is also serious that they put us budget of the United States.
in this fix-$3.12 trillion in debt. Mr.
I do not know how many aircraft
President, 1980’s began with a debt carriers will have to return to port.
under $1 trillion. We tripled the na- Mr. Darman has all manner of things
tional debt in 8 years under an admin- that he feels would be bad. I agree
istration that never stopped talking they would be bad. We would have to
about a balanced budget.
eliminate student grants for 1.2 milThe amount of money we borrowed
lion people and reduce all other surin the 8 years of the previous adminis- viving student aid grants by $675
tration came, in constant dollars, to 85 apiece. I do not think you would have
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any if you doubled the $80 billion to
$154 billion.
And to furlough 5,500 Federal prison
guards, call it 10,000; intermittent
shutdown of some airports. That
would shut down quite a few, I would

think. Stop work on the hazardous
waste funds cited for Superfund cleanup. Well, stop work at all of them, I
guess. If you are going to have an irresponsible Government, if you are
going to get elected by pledging to do
things that cannot be done, let the
consequences flow forth. Close down
work on all the Superfund sites.
Mr. Darman, if I may say-and he is
my friend, and I have known him for
many years-should not be reading a
list of events that will happen in the
event of sequestration to journalists,
and without showing it to us. I hope
he brings that list with him today. If
he does not, I hope someone asks him
for it.
In any event, sir, it is not an $80 billion list. By the time he arrives at 2
o’clock this afternoon, it will be $154
billion. Let us see that list. At the
same time he shows it to journalists,
what do you say if he shows it to the
President? That would be interesting,
to be seen showing it to the President,
with a good photo of him. What are
we going to do about it? Well, I do not
know, but thanks to Senator HEINZ, we
will see.
Mr. President, I see my friend on the
floor, and I cannot suppose but that
he perhaps would want to discuss this
matter. I asked earlier if I might be
added as a cosponsor to his resolution.
Mr. President, I ask that the two articles I referred to in the Washington
Post be printed in the RECORD.
There being no objection, the articles were ordered to be printed in the
RECORD, as follows:
[From the Washington Post, June 19, 1990]
FORCED CUTS COULD EXCEED $80 BILLION,
DARMAN SAYS

(By David S.Broder)
On the eve of critical negotiations with
Congress, the Bush administration’s budget
director said yesterday that the alternative
to agreement on a deficit-reduction plan is
at least $80 billion in forced spending cuts,
which would lay waste to most domestic
programs.
Richard G. Darman,director of the Office
of Management and Budget, told a group of
reporters that possible revenue-raising
measures will be discussed for the first time
by administration and congressional representatives when they resume their meeting
today. He predicted that by Thursday, proposals for $45 billion to $60 billion in deficit
reduction "will come from all parties-including the administration."
As the bipartisan budget summit prepared
to move from detailed briefings to direct negotiations, with only the principals present.’
Darman said. "We feel a lot better about
the group and the process than we did a few
weeks ago." But he cautioned that the
"chemistry" and mutual trust that have
been built up in the past four weeks of
briefings are untested. No one. he said. is
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under any illusions "about how hard this
is."
action,
may
force
ultimately
What
Darman said, is the realization that "sooner
or later, we have to deal with each other" to
avoid sequestration, the technical term for
across-the-board spending cuts that would
be of unprecedented magnitude in order to
meet the Gramm-Rudman-Hollings deficit
target of $64 billion for fiscal 1991.
Darman’s estimate of "at least $80 billion"
for sequestration was about $20 billion
higher than the administration originally
had warned might be necessary. Even if the
lower figure should prove accurate. Darman
said, it would, among other things, eliminate student aid grants for 1.2 million
people and reduce all other surviving student aid grants by $675 apiece: force furloughs of 5,500 federal prison guards: the
intermittent shutdown of some airports and
increase delays in the air transport system
four- to sixfold: and stop work on almost
half the hazardous waste sites slated for Superfund cleanup.
Darman read the figures from a 22-page
draft of a document he plans to make public
on July 15 as a warning to Congress of the
potential costs of an impasse. By then, lie
said, the lawmakers will be facing another
deadline-the need to increase the $3.12 trillion ceiling on Treasury borrowing before
they start their annual August recess.
Darman said the national debt limit that
the government
to get
was expected
through all of this year will be exceeded by
September, largely because "we’re spending
money so fast on the savings and loan
[cleanup] resolutions."
While the deadline for lifting the debt
ceiling before the congressional summer vacation "is the real midnight hour,’" Darman
said, the administration hopes to see substantial progress in negotiations before Congress starts another 12-day break on June
29. An overall agreement on the elements of
the package by that date is important, lie
said, to allow sufficient time for the detailed
staff work required to handle not only the
plan
but
deficit-reduction
medium-term
long-term reforms of $6 trillion worth of
government credit and insurance programs.
Darman said the prospect of $80 billion or
more in forced cuts is horrifying enough
that all parties to the negotiation will recognize the law must be changed. But he said
that "neither the administration nor the financial markets" would accept simple bookkeeping changes or target adjustments that
would postpone the problem for another
year. "It will require change in substantive
law," he said.

While withholding any details of the administration’s package, Darman indicated
he was ready to offer suggestions in the defense and entitlements areas "if the group is
interested." He also said President Bush was
likely to join the discussions personally in
the next two weeks and "is fully prepared"
to lead the lobbying and public education
effort if a bipartisan package can be assembled.
While conceding that the negotiators face
"large problems of trust and the management of political risk," Darman said he was
encouraged by the fact that "there have
been a number of occasions when people
could have taken cheap partisan shots and
didn’t."

[From the Washington Post.June 19, 1990]
BAKER To PRESS OTHER NATIONS FOR AID TO
CENTRA.l AMERICA
(By Lee lHockstader)
ANTIGUA

GUATEMALA,

GUATEMALA,

June

18.-Secretary of State James A. Baker III
assured Central American presidents today
that Washington would press Japan and
Western Europe to increase their assistance
to the region at a time of declining U.S. aid
to most Central American countries.
Although the United States recently sent
an aid package worth $720 million to rebuild
the ruined economies of Nicaragua and
Panama, U.S. economic assistance to the
other Central American
nations-Costa
Rica. El Salvador. Guatemala and Honduras-dropped by about 20 percent this year.
The region’s presidents, meeting in this
cobblestoned colonial capital on a rescue
mission for their war- and debt-shattered
economies, have stressed that no combination of steps they could take would be sufficient to lift the region from its poverty
without new infusions of cash from industrialized nations.
Baker, who arrived in Guatemala Sunday
night and met individually with the six
presidents today, is proposing an international effort by wealthy nations and international lending institutions to help Central
America, The approach is patterned on tlhe
Group of 24 industrialized nations that was
formed last year to rebuild Poland and Hungary and has since been expanded to address the needs of other Eastern European
countries.
"We ... recognize that there are fears in
Central America that the United States and
the industrial democracies will be diverted
by the changes in Eastern Europe and
ignore this region at this moment of historic
opportunity," he said. "I’m here today at
the request of President Bush to make it
very clear that the United States will be engaged and fully supportive of this regional
peace process."
Although the presidents expressed some
doubts about the structure of the new aid
mechanism and conditions that might be attached to new assistance, the general response to Baker’s proposal was positive.
"The United States is taking the lead in
getting the world to give aid to Central
Costa Rican
President
America,"
said
Rafael Calderon. "We all celebrate that."
Nicaragua has already been the beneficiary not only of some $330 million in direct
U.S. aid, but also of a $300 million aid package pledged earlier this month in Rome by a
group of 34 donors, including the 12 European Community countries, the World Bank
and the International Monetary Fund.
The 34 donors also pledged an additional
$180 million for Nicaragua in 1991. a sum
that would include food aid and help to
reduce Managua’s balance-of-payments deficit.
Baker did not mention how much aid for
Central America might be generated by his
plan. Essentially, however, the idea seems to
hold out the still vague promise of doing for
the rest of Central America what the industrialized nations appear to be doing already
for Nicaragua.
The proposal comes as Central America’s
presidents-all of them democratically elected and oriented toward free-market economies-are expressing optimism that the
region has passed through a decade of violence and instability and is ready to address
long-range challenges of underdevelopment
and poverty.
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Two-thirds of the 30 million people in the
region live in poverty, and perhaps half of
the poor are considered severely impoverished-that is. unable to provide themselves
with a normal daily diet.
The region’s leaders, plainly worried tlat
tenuous steps toward regional peace are
threatened by poverty and stagnation, proposed on Sunday a broad program of regional cooperation in trade, production and expansion of infrastructure.
One effect of the plan would be to resuscitate the Central American Common Market.
launched in the 1960s but a victim of wars
and rivalries in recent years.
in addition to reassessing tariffs, cutting
border restrictions for goods and people and
eliminating other barriers to free trade, the
five presidents called for a unified approach
to rebuilding the region’s transportation,
communications and energy resources and
creating a regional foreign service to attract
new investment and tourism.
They further proposed the development
of coordinated industrial and agricultural
policies to guide regional production. And
they instructed the region’s economic planners to establish a forum to examine ways
of easing the region’s $20 billion debt.
Baker hailed the plan and called the
summit a "historic ...
symbol of changes
that are transforming this region." However. after a decade in which the United
States has spent hundreds of millions of
dollars to finance wars that had a devastating effect on the region’s economies, U.S.
aid to most of the countries on this isthmus
is beginning to slip just as they seem on the
verge of pacification.
Combined U.S. economic aid to Costa
Rica, El Salvador, Guatemala and Honduras
fell to $565 million in fiscal 1990 from $702
million last year-a reduction of about 20
percent.
The region’s leaders have expressed anxiety that the "peace dividend" that has permitted U.S. funds originally intended for
the Pentagon budget to be diverted to help
Nicaragua and Panama will not be repeated
in the rest of Central America.
Baker and other U.S. diplomats reassured
the presidents that the proposal to organize
wealthy nations to assist Central America
would result in an old package that would
supplement-not replace-current U.S. bilateral aid programs.
Salvadoran President Alfredo Cristiani
said, "From our perspective, we look
pleasure and with hope on the
with ..
possibility of aid that would complement
that which already exists bilaterally and
multilaterally."
However, some aspects of the proposal
seemed to touch regional sensitivities. In
particular, several leaders expressed reservations about an outline of the proposal
floated recently by Deputy Secretary of
State Lawrence S. Eagleburger.
Eagleburger suggested that the organization’s co-chairs be the United States, Japan
and Eastern Europe, with the secretariat to
be located in the United States. He added
that "we would consider inviting a Latin
nation," such as Venezuela, also to serve as
a co-chair.
Guatemalan President Vinicio Cerezo said
that if an international mechanism is created to help Centlal America, the leadership of such an organization should "fundamentally" come from the region itself.
U.S. officials, aware that the idea for a
U.S.-based secretariat had not been enthusiastically received, stressed that the struc-
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ture of the new organization had not been
determined.
There also were concerns that the new aid
would come heavily conditioned. Baker acknowledged that it would be intended to
support humian rights, democracy, development and disarmament and that deviations

On the other hand, during the full
committee markup of this bill I expressed a number of concerns, as did
many of my colleagues, relating to
very important aspects of the budget
level. The bill is $4 billion over the
President’s budget. There is room for
from those goals in the region could cloud
negotiation, and that is something
prospects for the flow of aid.
Baker also said "it would be nice" if the that we are going to have to do.
There is the lack of full funding for
Soviet Union continued supporting Nicaragua under the conservative government of the HOPE Program, only $435 million
President Violeta Chamorro as it did under over a 3-year period of time, as conthe revolutionary rule of president Daniel trasted with a request of $1.89 billion
Ortega.
for the administration. There is the
Mr. D’AMATO addressed the Chair. problem of new construction, what
The PRESIDING OFFICER. The should and should not be considered a
Senator from New York.
new construction program, and, of
Mr. HEINZ. Will the Senator yield course the largest and the most imporfor a unanimous-consent request?
tant which I intend to speak to is the
Mr. D’AMATO. Yes.
FHA developments. I believe that we
Mr. HEINZ. Mr. President, I ask face a possible disaster. It may or may
unanimous consent that the senior not rival the size and certainly will exSenator from New York be added as a acerbate the present problem we have
cosponsor to my amendment.
with the thrifts and real estate indusThe PRESIDING OFFICER. With- try, and I think it bears some looking
out objection, it is so ordered.
at, and certainly before we enact comThe PRESIDING OFFICER. The prehensive legislation we should examSenator from New York.
ine this most carefully.
Mr. D’AMATO. Mr. President, I ask
Mr. President, I have been informed
the distinguished Senator from Penn- by the administration-and this inforsylvania if he would add me also as a mation came to me literately within
cosponsor.
the past 10 minutes-that if the bill
Mr.HEINZ. If the Senator will yield, passes as it is without there being adI ask unanimous consent that the Sen- dressed some of these issues that I
ator from New York also be added as a have put forth, the President will veto
the bill.
cosponsor.
The PRESIDING OFFICER. WithIt seems to me that we have put too
much time in not to attempt to iron
out objection, it is so ordered.
Mr. D’AMATO. Mr. President, I out, if we can, these possible difficulcommend the senior Senator from ties. I know Senator CIANSTON shares
Pennsylvania. I think it is about time my thoughts in this regard, and I bethat we had an accounting system lieve a large majority of the commitwhich gave credit for funds that came tee and the Members of this body, but
into the system, as it should be, and certainly the Banking Committee, feel
credit for other revenues that are likewise. It is going to be pretty diffigoing to be expended in the budget cult to attempt to work out the comprocess, as it should be, against the ex- promises necessary while we have the
penditures. There is no reason to bill on the floor, and it seems to me
maintain this fiction.
that it is necessary for us to set up a
I commend both the Senator from time and a formula by which we can
Pennsylvania and the senior Senator attempt to negotiate out the differfrom New York, who has called to our ences. If we can, I think the American
attention the inadequacies of our people are going to be better for it. We
present operation.
will get a good housing bill. We will
Mr. President, I rise with positive get one that meets the budget conand yet mixed thoughts about the bill straints and addresses the major probthat is pending. I have been involved lems.
in helping to develop this legislation
Mr. CRANSTON. Mr. President, will
with Senator CRANsTON and others the Senator yield briefly?
over the past 3 years. While I have
Mr. D’AMATO. Certainly.
concerns about certain parts of the
Mr. CRANSTON. I have not heard
bill, in general I believe it is moving in of any threat of veto until this
the right direction, shifting decision- moment.
making from the Federal Government
Mr. D’AMATO. If I might respond, I
to our cities, to our States, and to our
received this note, literally, just prior
communities. As an ex-county official, to my addressing my statements to the
I know that the best solutions to prob- Senate, and I have been informed that
lems most often come from within the a letter will be forthcoming, probably
community
that understands
and before noon, from the White House inknows those problems firsthand and dicating this.
not from the bureaucrats in WashingMr. CRANSTON. If I may address
ton.
that just briefly, I know the Senator
Because of this shift of emphasis in
wants to make his statement, but I apgiving greater decisionmaking to local preciate this opportunity to speak just
government, I support this legislation. very briefly on this matter. We had a
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very fine meeting yesterday with Richard Darman, the head of the Office of
Management and Budget, and Jack
Kemp, the Secretary of HUD. They

made it very plain they did not want
to discuss vetoes at this point. They
thought it was an effort to be accommodating on matters where we have
differences. I am rather shocked that
we now have a suggestion from somewhere that there could be a veto since
they know and the Senator and I
know there are negotiations going on
right now. We are negotiating on four
points that came up yesterday in the
meeting with Mr. Darman and Mr.
Kemp.
They are not areas where we have

any major differences. One is on new
construction. They are concerned that
maybe there will be too much of that,
but we recognize, I think, a need for
some, but we want to emphasize other
approaches so we are in agreement in
principle. On targeting a floor, we
both want that. It is a matter of how
we make sure it is done properly. On
FHA making it actuarily sound, we
agreed we must do that. Price Waterhouse is checking on an ultimate proposal that fits seemingly within their
comprehension of the facts of life,
which would, I think, probably meet a
common goal in a better way than the
administration proposed. Again, that
is a matter to work out.
On the funding, Mr. Darman, head
of OMB, specifically stated yesterday
that, if we reach agreement on those
other three major points, and I believe
we can, funding will not be a vetoable
item. Negotiations are under way now.
I had a report 10 minutes ago on those
negotiations while the Senator had a
suggestion of veto 10 minutes ago. The
forward.
are
going
negotiations
Progress is being made, with no guarantee of success, but I think there will
be success. So I think we have an excellent chance rather swiftly, quite
possibly to pass this measure here in a
way that will have very broad bipartisan support and no suggestion of a
veto from the White House.
Mr. D’AMATO. I think the issue, if I
might indicate to my colleague from
California, is that unless these issues
are resolved, the veto is not only a possibility, but it is rather a certainty as
it relates to some of the areas where
concern is expressed.
This Senator will be candid and express the concern that it seems to me
it is going to be difficult to deal with
all of the issues to be resolved unless
the principals will have an opportunity to address them with their various
people in the administration, both
Secretary Kemp’s office and OMB and

the White House.
So I wonder, when we are going to
attempt to do that. We are trying to
do the bill on the floor at the same
time and while staff is able, is compe-
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tent, is professional, in the final analysis it is going to take the parties who
are interested in this to finally culminate in a successful compromise, if
that is what the case is going to be.
Mr. CRANSTON. If the Senator will
again yield briefly, obviously, it will
take agreement by all the people who
are primarily involved in this issue
both in the administration and in the
Senate. I think we have an excellent
opportunity to achieve that agreement. Plainly, the bill we finally pass
here is not the final version. It will
have to go through a process with the
House as to what we can agree upon in
conference. But I think the House will
be willing to have some give and take
at that time. So I remain very confident that we will be able to work out
these matters.
I would like to add one point. It was
not until we got the bill on the floor
that we were able to really get the attention of everybody who wants to be
involved in this matter. The administration, of course, for understandable
reasons, did not come forward with its
exact views until we had the bill on
the floor. Having the bill on the floor
was a mechanism that caused some
action. I hope we can have the negotiation going on simultaneously with
consideration of this bill on the floor
in various amendments and wrap it up
all at once fairly swiftly. That is my
hope and objective. I hope it can be attained.
Mr. D’AMATO. Mr. President, one
of the areas of concern that I have
mentioned and my distinguished colleague from California has also allud-

ed to-Secretary Kemp came to the
Hill and testified 2 weeks ago-is this
question of FHA. There has been a sigsince
the
nificant
development
markup of the Banking Committee’s
legislation. On June 6, we learned that
the Federal Housing Administration
[FHA], is actuarily unsound. It has
lost $5 billion in net worth since 1980.
This is something that this Senator
found astounding. Yet those are the
facts.
Without reform, there is no doubt
that we are going to continue to lose
substantial sums of money. Some estimate $200 million to as much as $700
million. I am suggesting that figure is
lower. It is a lot more than $700 million or $200 million a year, and that is
taxpayers’ money.
I think it is about time that we took
some necessary action as it relates to

this and stop business as usual. Sure,
we are going to have the special interest groups that are going to come
down and say oh, no, no, do not touch
this, you are going to make home ownership more difficult.
Let me say this to you. I think it is
absolutely wrong if we are going to be,
with every new FHA mortgage that we
make, saying that the taxpayer is
going to pick up an additional burden.

And if we are going to make these
mortgages, we ought to make them
when they are actuarially sound. We
should not have people getting mortgages which amount to 103 percent of
the value of the home that they are
purchasing, because Mt. Taxpayer is
paying for it.
If you looked at that report, the
Price Waterhouse report, and spoke to
the people who made it, the experts,
what they say is that we are in a precarious situation now, but if the value
of real estate does not increase between 2 to 4 percent annually, we are
going to face losses. Two percent is a
loss, 4 percent is about a break even.
That means that property has to be a
appreciating.
Mr. President, you do not have to be
a scholar, or a Ph.D. in the economic
area, or a real estate expert to know
that
property
values
basically
throughout this country are not appreciating at 4 percent, particularly
for the single family home, but in
many regions are going down 20 to 25
to 30 percent. That means we have a
calamity on our hands. We do not
have just a problem, we have the potential for another S&L debacle, and
given the depression of the real estate
market as a result of the S&L situation, we have something that is unprecedented.
Now is the time for us to deal with
this problem. Now is not the time to
be doing business as usual. That is
why this Senator has indicated to the
administration that I will be working
with them and offering a package of
reforms on PHA. It is absolutely imperative.
I look forward to working with my
colleagues. I have spent 3 years, and
my staff has, as well, almost 3 years, in
attempting to move a bill, a housing
bill that America needs, attempting to
deal with some of the problems that
we find inherent in the present legislation. But I think we have to be realistic and I think we have to be fiscally
prudent. And if it took the S&L debacle to wake us up, let us begin to look
at this problem of FHA and not just
go on doing business as usual with a
little nick here and a little slight
change there. Let us make sure that
we bring in the people who will know
the actuaries and say, what do we need
to see to it that we are not adding to
the problem.
I think there is a problem there already with the portfolio that exists,
far bigger than Price Waterhouse
really recognized, given the deterioration of the real estate market. But to
continue it and exacerbate it and to
put good money, so to speak, after
bad, and that is taxpayer’s money, and
to have it follow in the same manner,
would be unforgivable, would not be
correct.
If we are going to act on a housing
bill, we should take corrective meas-

14495

ures now in that legislation as it relates to the FHA program.
Mr. President, I yield the floor. I see
my distinguished colleague from Pennsylvania, I do not know if he is going
to speak on his amendment. I know it
is pending. Therefore, I will suggest
the absence of a quorum, Mr. President.
The PRESIDING OFFICER. The
clerk will call the roll.
The assistant legislative clerk proceeded to call the roll.
Mr. BRYAN. Mr. President, I ask

unanimous consent that the order for
the quorum call be rescinded.
The PRESIDING OFFICER. Without objection, it is so ordered.
Mr. BRYAN. Mr. President, I ask
that my name be added as a cosponsor
to the Heinz amendment.
The PRESIDING OFFICER. Without objection, it is so ordered.
Mr. BRYAN. Mr. President, the
term Social Security trust fund has a
certain resonance to it. I think most
Americans-and I include myself in
this category, prior to coming to
Washington-believed that the trust

fund is something

very sacrosanct,

something inviolable, something that
is set apart, separate, for an expressed
purpose; namely, to take care of the
retirement requirements of the American public as funded through the
Social Security trust system.
Most Americans felt, until recently,
that somewhere in Washington, in all
of these marvelous edifices that we
have, that there would be some impressive building, someplace there
would be a colossal gate which would
open in part, and there would be
found the Social Security trust receipts amounting to some $65 or $70
billion, and that that money would be
held separate and apart and not used
for any other purpose other than the
retirement purposes of the American
public who are recipients under the
Social Security system or who hoped
to be recipients under the Social Security System.
One of the great tragedies of public
finance at the Federal level, and I
think one of the things that engenders
so much cynicism and doubt and skepticism about those of us that are part
of the public process, particularly
those of us who are privileged to serve
at the Federal level, is that when we
say things, apparently we do not
always mean what we say.
In reviewing the President’s budget
proposal for fiscal year 1991, one category includes borrowing from the
trust funds projected in the 1991 fiscal
year to be $74 billion.
Mr. President, it is wrong to establish a trust fund for one purpose and
to use those proceeds for another. So I
would commend our colleague, the distinguished Senator from Pennsylvania, on the amendment that he offers.
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I believe by adopting this amendment, proposed offered the opportunity for a
we make an important contribution

and a step in providing the truth in
the budgeting process; that we make
one further step to providing some integrity in the budget process; and
that, finally, maybe we begin to get
over the confusion that abounds in the
Federal process with all of these trust
funds-not only Social Security, the
Federal highway trust fund, the aviation trust fund-all of these trust
funds are used for purposes not intended. The public is understandably
angered, and rightly so, when they
learn that in point of fact if you went
into that area where they believed the
trust fund moneys are kept, that there
would not be a single dime. All you
would have on deposit there would be
a slip of paper signed by the Office of
and
Budget-Mr.
Management
owe the
American
Darman-"We
people $74 billion."
The public knows that is wrong.
Those of us charged with the responsibility of representing the public interest, we know it is wrong. It is time we
do something about it.
Mr. President, I am pleased to add
my name as a cosponsor to the Heinz

amendment.
I yield the floor.
The PRESIDING OFFICER. The
Senator from California.
UNANIMOUS-CONSENT AGREEMENT

Mr. CRANSTON. Mr. President, I
am going to propound a unanimousconsent agreement with respect to the
Heinz amendment at 12 noon. I ask
unanimous consent that the vote on
the Heinz amendment, No. 2024, occur
at 12 noon today. I further ask unanimous consent that if the Heinz amendment is agreed to, the yeas and nays
on the first-degree amendment be vitiated and the Senate then proceed
without any intervening action or
debate to vote on amendment No.
2023, as amended.
The PRESIDING OFFICER. Is
there objection?

Mr. HEINZ. Mr. President, reserving
the right to object, and I do not think
I will need to object because I would
like to have a vote on the amendment
at noon, I would inquire of the Senator from California if it might be pos-

sible to have an up-or-down vote on

consideration of S. 566, the National
vote-requires a vote on the Heinz Affordable Housing Act, Kim Bellard
amendment.
of my staff be accorded privileges of
Mr. HEINZ. Parliamentary inquiry, the floor.
Mr. President, as propounded, would
The PRESIDING OFFICER. Withthe unanimous-consent request permit
out objection, it is so ordered.
any point of order to be made?
Mr. HEINZ. Mr. President, I ask
The PRESIDING OFFICER. Unless unanimous consent the Senator from
it is explicitly stated so, points of Arizona [Mr. DECONCINI] be added as
order are not deemed waived.
a cosponsor to the pending amendMr. HEINZ. Mr. President, I renew ment.
my request to the Senator from CaliThe PRESIDING OFFICER. Withfornia, that he might modify his unan- out objection, it is so ordered.
imous-consent request to preclude any
The Senator from Missouri is recogpoints of order.
nized.
Mr. CRANSTON. I so do.
Mr. BOND. Mr. President. I thank
The PRESIDING OFFICER. Is the chairman
of the subcommittee,
there objection to that modification? the distinguished
Senator from CaliHearing none, it is so ordered.
fornia, and also our ranking member,
Mr. HEINZ. I thank the Senator
Senator D’AMATO of New York, for the
from California.
good work they have done on this
Mr. CRANSTON. I would add folmeasure. I want to express my optilowing this vote as we all know, we will
mism and the encouragement I feel
recess, shortly thereafter, for the two
about the progress we have made so
party conferences. We will resume
far on S. 566, the National Affordable
consideration of the bill at 2:15, when
Housing Act.
we reconvene. I hope we can then proAs has already been noted on the
ceed to have action.
My last report is the negotiations floor, we had a positive meeting with
the
administration on Monday and I
going on between staff representatives
of the majority and minority on the hope we will be able, by the ongoing
committee, with the administration, negotiations, to reach the necessary

are presently proceeding well. We may
be able to have an agreement before
the end of the day on some portion of
all that. Meanwhile, there are some
other amendments, I hope not too
many, that will be brought up on the
bill. I hope we can get to them and
start having some votes without too
much time on each amendment this
afternoon.
The majority leader has indicated
the desire to pass this measure as soon
as possible. That is, of course, subject
to working out the agreements and negotiations with the administration.
But, if those are successful I hope we
can finish this bill very, very rapidly
and I urge all my colleagues who have
amendments, or things to say in
regard to this measure, to come to the

agreements so that for the first time
in a decade we will be able to agree on
and pass a bipartisan bill which will

give a much needed new direction to
our Federal housing policy.

As has already been noted, we have

been advised of a very serious situation with respect to FHA. I note that
the report for HUD prepared by Price
Waterhouse raises some very serious
red flags,and I think it is time we deal
with those warnings in a timely fashion.
This body had called to its attention
about 5 years ago, problems with the
Farm Credit Administration. Actions
were taken, which were not effective
in dealing with the problem. We came
back in 1987 for a major bailout bill.
Similarly, we previously had concern
floor with their amendments the raised about the savings and loan inmoment the way is open for that, fol- dustry, and the crisis in the FSLIC,
lowing disposition of the Heinz amend- the insurance fund for the savings and
ment so that we get action. Mean- loans.
while, any statements Senators have,
We took actions, but not effective
like the Senator from Missouri whom actions. It must be said we followed
I see on the floor who has been a very the old admonition: Cheer up, things
active participant in developing this could get worse. We cheered up and
measure and been a very fine partner things got worse,
across the aisle in working on it-I see
In this instance I hope we will be
he is present, perhaps he can make his able to take the warning that has been
opening statement at this time.
prepared for us, presented to us by an
The PRESIDING OFFICER. The accounting firm and by HUD, and take

the amendment?
Mr. CRANSTON. It is expected
there will be an up or down on the
amendment. I do not propose to make
a tabling motion.
Mr. HEINZ. So that is clear to all
Senators, could we amend the unani- Senator from Missouri [Mr. BOND] is
mous consent or modify the unani- recognized.
Mr. HEINZ. Will the Senator from
mous consent?
Mr. CRANSTON. The proposal does Missouri yield for a unanimous-consent
request?
require "a vote on." It precludes a taMr. BOND. I yield to the Senator
bling motion.
Mr. HEINZ. And without any inter- from Pennsylvania.
PRIVILEGE OFTHE FLOOR--S. 566
vening motion or point of order?
The PRESIDING OFFICER. The
Mr. HEINZ. Mr. President, I ask
Chair notes the unanimous consent as unanimous consent that during the

effective action so we will not jeopardize the ability of the FHA to provide
assistance for those who truly need it
to be able to afford homes. That is
going to be one important part of this
measure.
In addition, I think there are other
parts of the bill which are extremely
important. I have spent a good deal of
time in the last several years, as has
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my staff, talking with people in my
home State and people around the
country about housing policy, what
has gone wrong, what needs to be
fixed and how we can improve it.
From these discussions several general
principles have emerged.
First, I think it is extremely important housing programs be flexible so
that at the State and local level policies can reflect local economic conditions and social needs. St. Louis and
Boston and Los Angeles and Springfield, MO, may have very different
housing problems. It is nonsense to
think only those in Washington can
make good decisions about what is
needed in each local area.
The decisionmaking for policies and
programs needs to be streamlined so
the responsibility for policy is clearly
in one place. Authority and responsibility need to go together.
All the different pieces of the housing puzzle need to fit together. The
low-income housing tax credit, rental
assistance, public housing, State, and
local programs, all need to be coordinated along with the private sector initiatives to adopt an overall strategy
for the community. Federal money
should be used to leverage other resources so we can get the most housing for the dollars that we spend.
Housing policies also need to work
hand in hand with social service programs to encourage empowerment and
self-help and thus help people bring
themselves out of poverty. Secretary
Kemp has made a tremendous contribution with his HOPE initiative and
they have brought forward things like
Operation Bootstrap, Project Independence, and others. I applaud Senator CRANSTON for including so many of
these proposals in his legislation.
Senator CRANSTON’S willingness to
adopt these proposals from the administration and other proposals from this
side have given us a great opportunity
to move forward on a bipartisan basis
to achieve the needed reforms in housing.
(Mr.BRYAN assumed the chair.)
Mr. BOND.Mr. President, I, for one,
could not support more money or even
continue to spend money on the inefficient categorical grant programs now
in place. But in this bill, we have made
some significant improvements, and I
believe that the time has come to start
putting money back into the supply of
housing which, in my view, has been
sadly neglected.
I was particularly interested in the
problems of public housing, problems
which in some areas of my State have
become severe. I introduced several
amendments which were accepted at
the committee markup which will improve the management of public housing and, most important, the service
provided to those residents of public
housing.

I would like to take a minute now to
describe some of them because I believe they improve the bill, and I
would like my colleagues to know the
philosophy behind them and what we
are trying to achieve in this legislation.
I think we would all say that the
vast majority of public housing agencies are well run, but there are a small
minority of public agencies that give a
black eye to the whole program. There
are particular problems that crop up
which bring general disgrace to the
concept of public housing.
Public housing is run by local officials spending Federal money and in
the past, too often, it has been spent
only with great interference and red
tape and conflicting responsibilities
and authorities with Federal bureaucrats. This division of responsibility
has caused a significant number of the
problems which have arisen.
Local officials blame the Federal
Government for the squalid conditions. They say they will not let us do
something; they will not let us make
the necessary changes. The Federal
Government, on the other hand, says,
why, it is the PHA, the Public Housing
Authority’s responsibility; we cannot
control them.
The people who lose out, Mr. President, in that kind of squabble are the
residents themselves who live in housing that is substandard, that does not
meet the conditions or the qualifications that we would expect a rich and
decent country as ours to afford.
We want to change this, and the
amendments that were adopted move
in that direction. The first amendment
sets up a system of performance indicators for HUD to use in evaluating
how well public housing agencies are
managing the public housing under
their control. HUD is to report back to
Congress
annually
about
what
progress they are making in improving
the performance of the most severely
troubled PHA’s.
HUD is given the ability to contract
out some or all of the housing projects
in a jurisdiction if the PHA is severely
troubled and will not work out an
agreement to improve performance.
This gives HUD an additional alternative to petition the courts for the appointment of a receiver to manage
troubled public housing agencies.
Currently, the sticks used in dealing
with unsatisfactory conditions in local
public housing is to cut off the CIAP
or modernization housing funds. The
problem with that tool, the only
people who suffer are the residents of
public housing who are not getting
decent public housing in the first
place. This measure gives new tools. It
gives a modified bunch of sticks so
that the housing authority can be replaced as the manager of that public
housing development if they are not
doing a good job.
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In addition to the sticks, it provides
some carrots. It says for those housing
agencies which are doing a good job,
they will be able to get their funds,
this CIAP fund, on a block grant basis
so they will not have to apply each
year for specific approval for CIAP.
To me, this makes a great deal of
sense. The amendment also allows for
reduction in operating subsidies for
units which have been continuously
vacant for more than 1 year due to the
negligence of the PHA.
My amendment also sets up an Advisory Commission on Public Housing so
that HUD can take advantage of the
expertise in the field. Our message to
HUD simply is: Just do it. We want
you to take care of these problems.
Public housing deserves a higher priority.
A second amendment, one that is extremely important in my State and a
number of others, adds some flexibility to the public housing demolition
standards in current law. The rigidities of the one or one replacement requirement prevents cities from dealing
with troubled projects that have been
vacant for many years. I understand
the philosophy behind the 1-for-1 replacement rule. That makes some
sense when the projects or the developments are fully occupied. Why let a
housing resource be destroyed? But it
makes much less sense when there are
empty high rises that never provide a
decent living environment for families
and now sit boarded up.

I have toured housing developments
in St. Louis which no one would want
to live in; no one would choose to go
there. They have degenerated through
lack of attention, through abuse over
the years, and they are beyond rehabilitation. Many of these sit threequarters empty.
Under the current law, it is impossible to tear down those high-rise tenements and replace them with decent
housing because of the rigidities of the
1-for-1
replacement
formula. My
amendments allows HUD to approve
demolition if conditions are met. The
city has to come up with one replacement unit for every two demolished.
The project must have been 35 percent vacant for each of the previous 5
years. The vacancy rate in the city
must be above 10 percent. The area
must be economically distressed and
the city must hold open meetings to
discuss plans for the site.
I believe from discussions with my
colleagues that similar situations exist
in other States, and I believe this reasonable provision puts much needed
flexibility in an overly rigid statute
and will lead to much better housing
and more available housing which
families will not be loathed to live in.
My last public housing amendment
adds public housing simply as one of
the issues that must be addressed
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when jurisdictions submit their housing strategies to HUD.
In the conversations that I have had
with people from the entire spectrum
of subsidized and public housing interest and responsibility in my State, the
one point they all make is we have to
consider public housing as a critical
element in our overall housing strategy. It is important that we consider so,
and this amendment will require it to
be done.
Mr. President, I would like to address just for a minute some concerns
that a number of my colleagues have
expressed in the hearing in committee
and in the cloakrooms as we have discussed housing. Some are concerned
about the commitment the Federal
Government has to housing.
We have made that commitment,
Mr. President. We have moved forward but, unfortunately, we have tied
that commitment down with a series
of redtape bureaucracy. We have seen
evidence of mismanagement and the
term "HUD scandal" has become a
standard term of reference. The time
has come when that is changed.
First, the new administration of Secretary Jack Kemp has made a total

commitment to improving the management of housing resources in the
United States. Under his strong, dedicated leadership, concern for those
who live in public housing, I am convinced that we now have the administration in place that realizes how important our commitment to housing is.
Second, Congress last year passed
HUD reforms which are essential to
cleaning up the problems that have
existed. But, frankly, I think the final
element that is necessary in reform of
HUD, to avoid the problems of the
past, is to change the system that we
now have that is strangled with redtape, whose complexity invites the use
of consultants to short circuit the
unduly lengthy and burdensome procedures to get money approved.
For my colleagues who have reservations about housing, who look at Government from a more conservative
point of view, I would say philosophically this is sound. Essentially, we
have moved to a block grant type of

arrangement under which responsibility and authority will be lodged at the
local level. This will get away from

having unnecessary responsibility centered in Washington.
Pragmatically, we will put the responsibility at the local level so that
the local officials and the State officials will have the responsibility. They
will not be able to point their finger at
anybody else; they will have to get the
job done.
Mr. President, I know that the occupant of the chair has had the same experience that I have serving as the
chief executive of his State, recognizing the frustrations that we have all
had when we have programs that are

thrust upon us to administer, yet we
have to call back to Washington; we
have to beg, plead, and implore Washington to let us manage the projects.
I am convinced that in most, if not
all, of the circumstances, we will see
much better management when that
authority and responsibility is returned to the State and local level.
But in those cases where it is not, it is
going to be far easier to identify and
make accountable those officials subject to the will of voters at the local
and State levels who have not performed their responsibilities satisfactorily.
The second objection, the second
concern that has been raised, and it is
a legitimate one, is the same authorized in this bill. As I said earlier, I feel
strongly we did not spend enough
money on housing in the last few
years, but I would say also that we
were wasting far too much of the
money that we appropriate.
Now, however, we have passed an authorization out of committee which
recognizes more funds are needed for
this vitally important resource.
As the President knows and all of us
know in this body, we are not going to,
in this bill, commit the funds. We authorize the funds. As Secretary Kemp
and Budget Director Darman pointed
out yesterday, the amount of money
we are going to have to spend on housing ultimately, apparently, is going to
be determined by our colleagues and
those in the administration who are in
the budget summit. We hope that
they will be able to provide additional
funds. But the actual level of funding
will not be determined by this bill. It
will come out of the budget agreements and out of the Appropriations
Committees.
Secretary
Kemp
and
Director
Darman said if the changes in policy
are made, they would not object to the
level of authorization. I think that is
very important. We understand, those
of us who have to operate under tough
budget discipline, that we sometimes
cannot have all the money we want,
but at least we can make sure that the
policies are correct.
I say also to my colleagues on this
side of the aisle that this measure contains some very important initiatives
that have been recommended by HUD,
under Secretary Kemp, and are supported by the Bush administration.
I mentioned things like Operation
Bootstrap and Project Independence.
One that is of particular interest to
me is the additional authority and resources for assisting resident management organizations to buy the housing
units, the developments in which they
live.
Mr. President, for my colleagues
who have not had an opportunity to
visit some of the resident management
operations or to see in operation one
of those units turned over to resident
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ownership, I would say you are missing one of the most exciting and one
of the most innovative developments
in the field in many years. People who
have the opportunity to manage their
developments, who will in the future
have the opportunity to own their developments, are the ones who will
make them livable. We can cite many
around the country but we are very
proud of Loretta Hall in Carr Square,
which is in the process of moving
toward tenant ownership; Bertha
Gilkey in Cochran Gardens and the
many working with them.
They have said to the drug pushers
"Get out." They have said to the
young mother who is overwhelmed
with responsibilities, "We will help
you. We will provide child care and assistance for you and your children."
They have said to the substance
abuser, "Get help. We will help you if
you reform and change your ways."
They have cleaned up. They have
modernized, They have painted up.
They have spruced up their developments and they are pleasant places to
live because they have incentive and
the opportunity to control their destinies. That is an exciting principle
which is expanded upon and continued
in this very important piece of legislation.
Finally, as has already been noted,
Secretary Kemp and Director Darman
have asked us to look at four areas in
which they have significant problems.
No. 1, they say that we ought to target
more money to lower income. It was
certainly the intention of the committee that low-income housing be favored. Senator CRANSTON has graciously agreed to consider the prospect because I believe everybody on the committee wants to see the money going
primarily to the lowest income housing, recognizing that some may need
to go for higher income to maintain
stability in the project. But we think
this is a worthwhile step forward, can
help maintain the neighborhoods and
can provide better housing for everybody involved.
Second, they want to limit the
amount of money that goes into construction. I do not think anybody had
an intention of making this a construction measure. We wanted to encourage rehabilitation. The administration is to come forward with some
higher standards for new construction
which they wish to include in the bill.
Again, I believe that the willingness of
the majority and the minority to consider those puts us on the right track.
Third, they want to see more funds
authorized for the HOPE Program. I
would support them in that. I think
the HOPE Program, the projects I
have mentioned which have been
brought forth as a result of the work
of Secretary Kemp and others, do provide empowerment. They
provide
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social services. They go beyond provision of housing to make better lives
and better contributing citizens of the
residents who live in public housing. I
believe we can add more to the HOPE

Projects.
Finally, they have said that we must
have FHA reforms. Mr. President, as I
mentioned at the beginning of my remarks, that is absolutely essential. I
do not believe anybody in this body or
in Congress or in the administration
wants us to turn loose on the American taxpayer another disaster such as
we have had to bail out in other areas
where Government-sponsored enterprises or Government-backed insur-

ance funds have gotten into trouble.
These are the critical elements. We
have a flawed housing strategy. We
have problems in the FHA right now.
We have before us a means of solving
those problems and of working out a
much better policy. I urge my colleagues who are not initially inclined
to support a housing bill to come work
with us.
There are the four general areas on
which the administration places its
highest priority. They have a number
of other concerns. Some of those concerns we may be able to agree upon
without a vote. They may be accepted
by both sides. On others we may have
to vote up or down. I think, however,
we have the vehicle before us which
can help develop a sound housing
strategy, a policy which will serve the
people of this country, particularly
those who need assistance with their
housing for the rest of this century
and on into the next.
I invite my colleagues to take a look
at what is in this bill to see if they do
not agree with us that we have made
great strides, and with the help of our
colleagues in this body, we can make
an even better bill that will be, for the
first time in too long a time,a good bipartisan effort to reform and improve
housing policy in the United States.
I thank the Chair.
Mr. CRANSTON. Mr. President, I
thank the distinguished Senator from
Missouri for his very fine statement in
regard to the housing situation facing
our country and the specific legisla-

tion now before us. The Senator has
contributed mightily to working out a
better and better bill. Many of us are
deeply grateful to him for that. His
experience as a Governor was also of
great help as we developed a bill that
is going to rely more and more on Governors and mayors and other local officials to execute sound housing policies that will be backed by this legislation.
I was unable to listen to all of the
Senator’s remarks. I would like to ask
one question. I heard him refer to
amendments. Is he planning to offer
amendments?
Mr. BOND. Mr. President, at this
time I do not have plans to offer any

amendments. I intend through my
staff, to continue to participate in the
negotiations. There may be areas
which come out of those discussions
where the adminstration would wish
to have points brought forward. I
defer to the ranking member on the
subcommittee as to his views on that. I
am willing and able to assist in any
way I can. I do not have any of my
own but will work with the managers
of the bill if I can be of assistance in
any way.
Mr. CRANSTON. I thank the Senator for that explanation. It is my hope
that before too long we have some
amendments that we have worked out
with
the administration;
that a
number of us can then join as sponsors of whatever amendments are required to implement that agreement.
Mr. BOND. I thank the chairman of
the subcommittee for his kind comments, and 1 look forward to working
with him.
Mr. CRANSTON. Mr. President, I
wish to speak briefly on the Heinz
amendment. I hope that most of our
discussion today and on through tomorrow, can be related to housing and
not to other matters. But on the Heinz
amendment, let me begin by saying
that I fully support the goal of the
Senator from Pennsylvania. That goal
is to remove the Social Security trust
fund from the unified budget and
from the Gramm-Rudman deficit calculations. I am a cosponsor of legislation, S. 1795, which would do so.
In 1985, I authored an amendment
adopted by the Senate instructing the
Finance Committee and the Budget
Committee to bring before the Senate
legislation to assure that Social Security funds would not be used to offset
general spending or to reduce the general deficit. Social Security taxes are
collected for the specific purpose of
funding Social Security benefits and
should not be used for other purposes.
S. 1795 and the amendment offered
by the Senator from Pennsylvania are
intended to protect Social Security
funds and I strongly support that goal.
Although I am not.sure that the current bill before us, the housing bill, is
the most appropriate vehicle for the
Senate to use to achieve this goal, I
intend to vote for the Heinz amendment for the reasons I have expressed,
and I urge other Senators to do likewise.
In closing, I wish to pay tribute to
the remarkably effective and thoughtful leadership which PAT MOYNIHAN
has provided for a long, long time now.
He is the man who has been out front
on this issue.
He thought it through with great
care. He has made some very bold proposals. I applaud the leadership that
Senator MOYNIHAN has offered to all
of us, to the country, and senior citizens-and to all concerned in relationship to this matter.
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Mr. D’AMATO addressed the Chair.
The PRESIDING OFFICER. The
[Mr.
Senator
from
New
York

D’AMATO] is recognized.
Mr. D’AMATO. Mr. President, I too
hope, as the Senator from California
has indicated, that we will be able to
work out some compromise as it relates to some of the outstanding issues
I have attempted to touch on, and
that the administration is concerned
about.
I expect this afternoon I will probably have in hand the letter in which
the White House indicated to my staff
that unless various areas can be dealt
with there would be a veto.
Obviously, the tactic of bringing the
bill to the floor was such, and I concurred, as to attempt to bring about
the kinds of movement and dialog that
would see us make some progress so
we could resolve those legitimate differences that exist.
There are a number of policy questions. I think we have come a long way
in narrowing the number and scope of
those differences. Hopefully we can
work them out. There is obviously the

matter of the budget and the amount
of dollars that we are talking about.
But I think that falls in place after we
resolve the issues.
There is a matter of the FHA. I can
say with certainty that there will be at
least, one amendment that this Senator will be offering as it relates to
FHA.
I have been a great proponent of the
FHA program. I believe home ownership is the route of a strong neighborhood, a strong community, gives
family an opportunity to sink its roots,
and has so much in the way of value
as it relates to socioeconomic policy
that I believe everyone, in terms of
shared values, feels comes about.
Having said that, this Senator sees
an incredible problem. It is not to deprive people of the opportunity of
home ownership, but it is not to continue business as usual in the market
that is going to bring about destruction.
We do no good to those families, and
we certainly do not help them if we
raise their hopes and expectations,
and get them to put whatever limited
resources they have into a home that
is going to be taken away from them:
that is going to be foreclosed on them.
We dash their dreams, their hopes,
their aspirations, as well as cost the
taxpayer billions of dollars.
We have to look at this. This is a
Senator who worked with my distinguished colleague in fighting to raise
the limits, because I saw many youngsters in the New York metropolitan
area, Long Island, where I live, where
FHA was not applicable in most cases.
But I say when you see changing
times, when you have the facts, when
you have the circumstances which
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demonstrate that we cannot continue
business as usual, this is not the time
to raise limits in the face of the precarious position that the fund is in,
and indeed it is precarious. I think it is
in worse shape than was put forth, because certainly they did not anticipate
it as they were going through the diminished values as it relates to real
property.
Diminished values there are. Homes
that were bought 2 years ago for
$240,000
people
cannot
sell
for
$200,000. We are not talking about a 2
or 3 percent gain in the market, or a 2
or 3 percent loss in the market. We are
talking about losses of 20 percent.
If you ask Price Waterhouse, if you
were to calculate a 20-percent loss in
the first year, and they make their calculations over a 5-year period of time,
if you ask them what would they
think about that, they probably would
have to hedge and say, "Well, if that
were sustained for a period of time,
there would be deep trouble."
Deep trouble? You better believe
there is deep trouble. We should not
kid ourselves. I was shocked by that
report. The fact of the matter is, it is
not good enough to be shocked; we
have to do something. We cannot continue business as usual.
You cannot let people come in, mortgage out, and get 103 percent. They
are not putting in money. If you are
able to mortgage out the cost of the
closing costs, the insurance costs, all
of the other costs, and you have a
mortgage now that is in existence for
103 percent of the value of the property, what kind of real equity have those
people put in?
We have to change it. You cannot do
it. It is not right. It is not fair. It is not
fair to those same people who you are
inducing to get into a situation, in
many cases, which they cannot support.
Let me tell you, you have people in
this; you want to talk about fraud and
corruption. You have brokers who
make a living this way. They do not
give a darn about these people.
One of the things we ask the FHA,
the Housing Commission, one of the
things we ask Price Waterhouse, one
of the things I asked GAO, and they
said they are undertaking, is a study
to see how many of these mortgage
mills there are that have failure rates
which would exceed that which would
be acceptable, so the FHA people, the
housing people, would stop doing business with them. We do not have that
information.
But I must say, Secretary Kemp and
his people are looking at that. But you
have to be able to distinguish. There
are some people who do not care, some
of the mortgage brokers who bring
people in. I am not condemning all
mortgage brokers. I tell you there are
some who want to get that commission. The more people they handle,

the more money they make. John Q.
Taxpayer, in the long run, winds up
paying the tab. So we cannot continue
business as usual.
There will be an amendment offered
by this Senator. I hope that I will be
able to get support. We are working on
it now. I will submit it to the distinguished chairman of the committee
and hope to elicit his support. I know
how deeply he feels about home ownership opportunities for working families, for poor, to give them an opportunity. I believe in that.
But I think we would be making a
terrible mistake if at this time, at this
date, with the climate what it is, to exacerbate the problem, to underestimate the potential for adding billions
of dollars to the deficit, and also
throwing many, many people out on
the streets. This does not make sense
to this Senator to continue a policy
which, as it is presently constituted, is
doomed to colossal failure.
Mr. CRANSTON. Will the Senator
yield?
Mr.D’AMATO. Certainly.
Mr. CRANSTON. Mr. President, we
share the concern about the actuarial
soundness of FHA. We do not want another mess on our hands. It is plain
that an effort must be made and will
be made to deal with that problem on
this bill.
We did not do it in committee when
we were concerned with the bill simply
because Price Waterhouse said it was
not available to us. It became available
to us, and subsequent to that the administration suggested one approach.
The staff of the committee has suggested an alternative approach which
is now being analyzed by Price Waterhouse to see if it, in their view, would
contribute the necessary stability and
soundness to the FHA fund. If it does,
I hope it can be the basis of the negotiation resolution that is now going on
with the administration, since it would
have the effect of keeping the out-ofpocket costs of would-be home buyers
under FHA from going up by about
$900 from a typical $3,500, $3,600,
$3,700, up to $4,400.
If we can avoid that, we should. If
we cannot avoid it, we will obviously
have a problem.
Mr. D’AMATO. If I might ask my
good friend, I understand and I have a
shared concern with my colleague as it
relates to attempting to give home
ownership the broadest possible opportunity.
It would seem to me if we are talking
about $900 as it relates to raising the
cost, at some point in time we have to
look at this situation and come to a realization that indeed it may be more
than $900.
And would the Senator agree that
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the individual who is looking to par-

ticipate in that program so we do not
have a debacle? That is what we are
trying to come to, I think. But $900, I
think, is on the low side. I just want to
share that with the Senator.
I think that this problem is worse
than Price Waterhouse put forth to us
in their presentation, that if one looks
at the underlying figures and begins to
examine in depth and detail how serious this problem is, there is not a 4
percent
appreciation
of
homes

throughout the United States. Their

program which they put forth, which
calls for at least $900 more in each
home, bases that on an appreciation
value of 4 percent. Absent that appreciation, we are going to have to put up
more than $900. Otherwise, that fund
will be in deep trouble.
I am suggesting to the Senator that
it is a difficult proposition to accept
Secretary Kemp’s initial proposal, and
this Senator believes it does not go far
enough, and we are going to have another situation that we will be back
here and called to account by the
public, saying, "My gosh, you knew
this was taking place; how come you
continued?" We have now been put on
notice, and some can say we did not
have a full appreciation of the volatility of the real estate market and the
expanded powers that back in 1982
were given to the State savings and
loan associations that brought us into
the terrible situation that we face. But
we cannot say that now, as it relates to
the FHA situation.
I also suggest that, if they were to go
and
monitor-and
I
think
they
should-6 months from now, I think
they are going to find that the FHA is
not only actuarially unsound but has
no more value left, and they are in a
deficit position, particularly if real
property values continue to fall. I see
no sign of that letting up.
When one looks at the RTC and the
property being put out on the market
and at the credit crunch, again, I do
not think you have to be a doctor of
economics to say that the real estate
market is not going to turn around in
the foreseeable, certainly in the immediate, future. It simply is not. There is
more and more property being put out
there
under
distressed
situations
which pulls the value of all real estate
down. The first ones to get hurt are
the FHA properties, which are at the
lower end.
So I am very concerned about this,
and I say to my colleague, it is a new
wrinkle. It is. We received this report
June 6, and I think things are moving
so quickly, kind of like Eastern
Europe. Who could have imagined the
events taking place as they did? Who
keeping the FHA program sound could have imagined we would have a
might very well not only call for it but thrift problem like this? But the probbe the correct and proper thing to do, lem is here, and we better wake up to
to raise that cost-and it is a cost-to it.
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Mr. CRANSTON. I share every concern that has been voiced by the Senator from New York. We must have
FHA on a sound and solvent basis for
now and for the future. If we can get
it on that basis in a way that avoids
knocking out of the housing market
through FHA many people who are
capable of making the
perfectly
monthly payments but have not accumulated enough cash for a lot of outof-pocket expenses for the purchase, I
think we should seek to do so. There
are many people in my State who are
in that condition. I am sure there are
many in the State of the Senator from
New York and in other States.
are
presently
discussions
There
going on between OMB, HUD, and
representatives of both the minority
and the majority on the Housing Subcommittee, and Price Waterhouse is
involved in this,to see if there is a way
that we can agree upon to ensure
through this legislation that FHA will
be on a sound basis. And if we find
agreement on that in a way that does
not knock some people out of the
market, I hope that we will be able to
proceed in that fashion.
I want to ask the Senator from New
York if he would be good enough to
forward
his
own
delay
bringing
amendment on FHA until we see what
comes out of the negotiations between
his staff, my staff, OMB, HUD, and

Certainly, I would
submit any
changes to the Senator, but I cannot
say, in all candor, that I will not go
forward with an amendment at some
point in time.
Mr. CRANSTON. I understand that.
I thank the Senator.
If there is no one who wishes to
speak at this moment on the housing
matter or the Heinz amendment, I
suggest the absence of a quorum. We
will be voting in about 12 minutes.
Mr. HEINZ. If the Senator will withhold his request for a quorum call.
The PRESIDING OFFICER. The
Senator
from
Pennsylvania, Mr.
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of the increase in the national debt
that very same year.
Mr. President, if you said to the average American that the national debt
is increasing much faster than the
annual deficits as they accumulate, he
or she would probably give you a very
strange look and say how can the national debt increase more quickly than
what you say it is you are running up
in the way of unpaid bills? How can
your debt go up faster than your cash

shortage?

The answer is that we have found a
way to do it, and the way we have
done it is to pretend that the surpluses
HEINZ.
in our trust funds, principally the
Mr. HEINZ. Mr. President, I rise to annual surpluses accruing to the
make a few closing observations on the Social Security trust fund, are somepending amendment. Let me say that I how available to make the deficit look
am most appreciative of those Sena- smaller than it actually is.
tors who have indicated their support
So, over this 4-year period, where
of this amendment and those Senators
deficits have run $221 billion, $149 bilwho have agreed to cosponsor it. I also
lion, $155 billion, $152 billion, respecwant to thank the manager of the
tively the actual increases in our nahousing bill, Senator CRANSTON, who
tional debt have been much higher;
has stated his intent to support it and
$303 billion, $226 billion, $255 billion,
vote for it.
billion-for this same time
I want to take one moment to re- $265
fresh my colleagues’ recollection of period. In sum, our annual deficits
over
this
4-year period have increased
why this is an issue that is an easy one
to vote for and a very hard one, I be- some $677 billion; the national debt
lieve, if you care about the future of some $1.849 trillion-over 50 percent.
When the Senate votes on the
this country and of our children and
amendment before it today, we will be
children’s children, to vote against.
The basic problem is this; we are giving very explicit instructions to our
telling the country that we have colleagues in the Congress that we are
we
can
Price Waterhouse, and maybe
money, which is in a trust fund, the not going to engage in this kind of
all agree on an approach so that there Social Security trust fund, which is charade any longer and that before
would be no controversy on the Senate not ours to apply as if it were available the national debt can be increased one
floor at all.
to reduce the Federal deficit. Yet, that penny, that we will have acted to end
Mr. D’AMATO. I certainly will not
is exactly what we are doing. So in a this practice.
That, of course, is the sum and suboffer an amendment until I have an very real sense, ever since we enacted
opportunity to discuss it with the our deficit reduction legislation, the stance of this amendment. It says we
cannot
take up the debt ceiling unless
chairman of the committee, the man- Gramm-Rudman-Hollings
law,
we
ager of the bill, and have input from have been a party to continuing a Congress has acted to remove the
OASDI trust funds from the calculaall of the various people. But I have to practice that was probably considered
say that even the administration’s pro- somewhat inocuous back in 1985 but tion of our deficits and deficit reduction measures under Gramm-Rudmanposal which has been put forth, or the today has become a serious problem.
suggested reforms that have come
We cannot continue to, in effect, Hollings. That is the way it ought to
forth from Price Waterhouse at this treat those annual increments of in- be and I hope, Mr. President, it is the
point in time, I have to say that this creased surpluses in the Social Securi- way the Senate will make it.
Mr. CRANSTON. If the Senate will
Senator does not feel go far enough.
ty trust fund as someone’s personal
Mr. CRANSTON. I have not seen piggy bank. We should not do it here yield, there is at least one Member on
what will come out of the negotia- in the Senate or in the House, and our side, perhaps two, who would like
tions, if something comes out of the they should not do it downtown. The to speak briefly on the amendment.
Mr. HEINZ. I yield the floor.
negotiations. I would like to wait and size of that misapplication is, indeed, I
Mr. SANFORD. Mr. President, I
see.
think something of a shock.
Mr. D’AMATO. I am willing to sit
I took the liberty of preparing this thank the Senator from Pennsylvania.
The
PRESIDING OFFICER. The
with the Senator. There is talk of analysis in chart form, which shows
amendments which HUD is looking to that back in 1980 when we told people Senator from North Carolina is recogget people to go forward with. I am at- that the deficit increased by a certain nized.
Mr. SANFORD. Mr. President, I
tempting to see if we cannot sit down amount, in this case back in 1980, $74
and find out what their legislative sug- billion, the increase in the national simply wanted to thank the Senator
gestions and changes are. I imagine debt was very close to that amount. In for his leadership and persistence in
they are attempting to work those out that case it was $79 billion. Therefore, pointing out to the American people
with staff. I wish I could share the there was a discrepancy of about $5 that we have been fooling them about
good Senator’s optimism for that com- billion. And, in a sense, it did not seem the size of the debt, and the time has
promise, but I do not. see it moving as to most people to be terribly signifi- come to do something about it. I ask
quickly as I would like. And this is cant. But in the last 4 years, for which that he allow me to be a cosponsor of
brinksmanship at the 11th and a half we have numbers, fiscal years 1986, this resolution.
Mr. HEINZ. Mr. President, I make
hour that we are talking about. So I 1987, 1988, and 1989, what is clearly
hope we do have the compromises we apparent is the size of the deficit. Al- that unanimous consent.
The PRESIDING OFFICER. Withare looking for so we can move toward though, very, very large, it is, in fact,
being substantially dwarfed by the size out objection, it is so ordered.
enactment of the legislation.
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Mr. SANFORD. Mr. President, in
March 1988, I introduced legislation to
remove Social Security from the
Gramm-Rudman deficit calculations.
At the time, some told me that this
was a rather radical idea. So I am
pleased that this idea of no longer
using Social Security trust fund reserves to mask the true size of our
deficits has caught on. It is about
time.
I am pleased to support the amendment offered by my distinguished colleague from Pennsylvania, but I believe this is but one of several steps
that must be taken to reach an honest
budget. In fiscal year 1991, it is estimated that under present law, the
Social Security reserves will cover up
the real deficit by about $75 billion,
yet we will increase the debt by well in
excess of $300 billion.
Mr. President, we should remove
Social Security from the deficit calculations, but we should go further. We
should remove all Federal retirement
programs from the deficit calculations
as I have proposed in budget reform

legislation, S. 101. If it is wrong to

posed this same problem to us and to
the country.
The PRESIDING OFFICER. The
Senator from Florida [Mr.GRAHAM] is
recognized.
Mr. GRAHAM. I thank you, Mr.
President.
I first ask unanimous consent to be
added as a cosponsor of the amendment of the Senator from Pennsylvania.
The PRESIDING OFFICER. Without objection, it is so ordered.
Mr. GRAHAM. Thank you, Mr.
President.
I, too, commend the Senator for
having focused, over a long period of
time, our collective consideration on
this aspect of the issue.
I believe it is clearly in the interest
of the Nation, in the interest of honest
budget policy, and in the interest of
those who look to the Social Security
fund for their economic support, that
we take the action that the Senator
from Pennsylvania has suggested; that
is, that we set in motion a process
which will lead to the removal of the
Social Security surplus from the calculation of the annual deficit targets for
purposes of Gramm-Rudman-Hollings.
I support that and am pleased to cosponsor it.
Mr. President, I would suggest that
that is not enough in order to accomplish our objectives, that there are
other issues that require this Senate’s
attention. I hope as part of the debate,
when we return to this issue, that we
will look at some of these additional
considerations.
I make these remarks in part to alert
my colleagues to the fact that over the
next few days it is my intention to introduce legislation which will deal
with another dimension of this question; that is, what do we do with the
Social Security surplus after we have
taken it off budget and after we have
taken it off Gramm-Rudman-Hollings?
Do we continue to do as we are doing
it today, which is allow it to be used to
finance essentially the Federal deficit?
Mr. President, I ask unanimous consent to have printed in the RECORD a
portion of an extremely interesting
study by the Federal Reserve Bank of
Boston dated March-April 1989, discussing the United States and the
comparative experience with social se-

misuse Social Security funds to hide
our debt, it is equally as wrong to
misuse
other
Federal
retirement
funds.
We must also require that our
annual deficit numbers include gross
interest. All interest owed by the Federal Government should be counted as
a payment. Interest on the debt is our
problem, and we should be clear about
that. This year alone we will pay more
than $261 billion in interest on the
debt.
We must, in short, take off or move
aside all of the items that have been
used to cover up the true size of the
debt.
Mr. President, I hope my colleagues
will support the amendment before us
this morning. But I also hope they will
view this effort to remove Social Security from the deficit calculations as
one of many steps we need to take this
year that will require an honest accounting of the Federal budget.
Mr. HEINZ. Mr. President, if the
Senator will yield, I thank him for his
kind remarks. He, too, has been very
much in the forefront of trying to
bring this issue to the attention of the
Senate. He mentions the fact, and he curity surpluses in Sweden, Japan, and
is quite accurate and correct, that not our neighbor in Canada.
all of the differential between the
There being no objection, the mategrowth in the national debt and what rial was ordered to be printed in the
we report as our deficit is due to the RECORD, as follows:
Social Security trust fund surplus.
[From the New England Economic Review,
Most of it is due to the Social Security
March-April 19891
trust fund surplus. But it is also due to
PUBLIC PENSION SuRPLUSES ANDNATIONAL
the treatment of some other trust
SAVING: FOREIGN EXPERIENCE
funds, such as the highway and air(By Alicia H. Munnell and C. Nicole
port and airways trust fund, and on
Ernsbergcr)
that he is absolutely correct.
Old-age, survivors, and disability insurI hope it will be possible to act not ance receipts are projected to exceed outonly on the OASDI, the Social Securi- lays for the next 30 years, producing assets
ty Program, but others that have equal to nearly 30 percent of GNP by the
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year 2018. Although current law provides
that these accumulated reserves be drawn
down between 2018 and 2048, proposals are
already emerging to raise taxes and maintain the reserves once amassed. Hence, the
United States currently has a convenient
mechanism for augmenting its low level of
national saving. By accumulating assets in
the social security trust funds, the federal
government has the potential to create government saving and thereby raise the national saving rate, but this will not happen
automatically.
Whether or not government saving actually occurs will depend on how Congress
reacts to the buildup in the social security
trust funds. If Congress substitutes the increase in reserves for a tax hike or spending
cut to finance current consumpton-that is,
to pay for current outlays in the rest of the
budget-no real saving will occur. But if the
government alters its spending and taxing
patterns to produce surpluses in its unified
accounts-not just in the social security
trust funds-the nation will enjoy higher
saving and investment.
While saving through the trust funds may
be the most desirable course of action, its
importance for either the OASDI program
or future generations should be kept in perspective. If the economic assumptions underlying the social security trustees’ intermediate cost projections prove to be roughly
correct, the OASDI program will function
perfectly well regardless of whether reserves are accumulated in advance or ftnancing is returned to pay-as-you-go. If
OASDI reserves are not built up between
now and 2018. then OASDI taxes will have
to be raised between 1 and 2 percentage
points each for employees and employers in
2018, rather than 2048, to finance annual
deficits on a current cost basis. This tax increase is not insignificant, but completely
manageable.
Likewise, if the productivity growth underlying the intermediate cost projections
materializes, the difference between how
well-off people would be with and without
the additional saving is fairly small. Recent
estimates indicate that in 2020 the net wage
after paying social security taxes will be 109
percent of today’s level without the additional saving, 211 percent with it (Aaron,
Bosworth, and Burtless 1989. table 5-4).
The necessity of prefunding may be open
to debate, but a result that almost all commentators agree should be avoided is one
where the reserves amassed in the social security trust funds are spent on current consumption. This outcome would have the undesirable distributional consequence of financing general government activities by
the more regressive payroll tax. Hence, if reserves are to be accumulated, it is important
to figure out how to translate public pension accumulations into national saving.
The United States is not the first country
to attempt to prefund, at least partially, its
public pension system. Canada, Japan, and
Sweden, in particular, have all accumulated
large public pension trust fund reserves in
an effort to ease the burden of future pension costs. Tills paper explores tile experiences of those countries to see if they suggest any policies or procedures that might
help ensure that pension fund surpluses are
used to augment national saving and investment rather than merely to replace current
taxes and pay for current general government outlays.
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I. REIEVANT CONSIDERATIONS
Before looking at the experiences of the
individual countries, it is useful to consider
the major concerns regarding the ability of
the federal government to increase national
saving, and to identify those factors that
might influence the likelihood that trust
fund surpluses will raise future output and
national income.
Since the origins of the social security
program in the 1930s, opponents of funding
have argued that Congress will use the
assets in the trust funds to pay for current
consumption. This potential problem is typically, albeit imprecisely, characterized as
using surpluses in the social security trust
funds to cover deficits in the rest of the
budget. The real concern, however, is not
one of deficits but rather one of behavioral
response. That is, critics worry that the surpluses in the social security trust funds will
encourage Congress either to spend more
money or to raise less tax revenue than it
would have otherwise. Thus, the issue is one
of fiscal discipline. By removing pressure to
scrutinize the merits of alternative spending
proposals, the social security reserves could
allow Congress either to liberalize social security benefits or to finance marginal
projects in the non-social-security portion of
the budget, producing high government
spending than would otherwise occur. Alternatively, by appearing to be available to
cover general government outlays, the social
security surpluses could reduce incentives to
raise additional taxes.
One would think that the likelihood of
producing this type of behavioral response
would vary inversely with the availability of
trust fund revenues for general budget or
deficit reduction purposes. One factor in
this regard is probably whether the social
security programs are included in some type
of unified budget or are accounted for separately. If trust fund activiy is integrated
with other federal functions and the total
reported as a single figure, as has been true
in the United States since 1969, Congress
and the public would be encouraged to
think that the trust fund reserves are available to cover general government outlays.
This tendency is reinforced if social security
is included in deficit reduction targets as
has been true under the Gramm-RudmanHollings legislation. Hence, the buildup of
assets in the public pension programs would
be expected to have the least effect on
other government tax and spending decisions when budget totals and budget targets
are reported excluding social security.
Another closely related factor is the ease
with which the Treasury can borrow from
the trust funds. This depends on the extent
to which the administration and the finances of the social security trust funds and
the rest of the government are intertwined.
In the United States, the Secretary of the
Treasury is also the Managing Trustee of
the Trust Funds. Although the Secretaries
of Labor and of Health and Human Services
and two public members also serve as trustees, the Treasury Secretary has the authority to make decisions that affect the financing of the trust funds without involving
other members of the Board. For example,
in 1985 when the Treasury was constrained
by a statutory debt ceiling from issuing any
new securities, the Secretary made the decision to convert $28 billion in long-term specially issued bonds held by the trust funds
cash
balances
into non-interest-bearing
without notifying the two public trustees
(U.S. Senate 1985 and General Accounting
Office 1986). The use of payroll taxes, in
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effect, to temporarily underwrite general
government expenses occurred because the
Secretary of the Treasury was forced to
choose between forgoing interest earnings
on the funds or defaulting on government
obligations.
Moreover, in the United States, the finances of the social ;security trust funds and
the rest of the budget are closely intermingled (Koitz 1986). The Treasury Department, rather than the Social Security Administration, collects the earmarked payroll
taxes and deposits them in a general account with other revenues it receives. The
trust funds are then issued special federal
securities in a compensating amount. While
the balances of the securities reflect the resources available to the social security programs, they more closely resemble spending
limitations than control over resources. One
would expect less use of trust fund revenues
for general government expenditures in situations where the trust funds are more
than a bookkeeping activity on the part of
the Treasury Department.
In the same vein, the extent to which the
trust funds are a captive market of the
Treasury might also affect the extent to
which social security surpluses produce additional investment. An investment mechanism that diverted reserves directly to the
private sector might discourage Congress
from spending the social security balances.
Of course, the amount of investment is not
directly affected by whether social security
reserves are invested initially in Treasury
securities or private securities. The potential impact is only indirect; forcing the government to go to the private sector to finance all of its debt might highlight, and
thereby create pressure to control, the size
of the deficit in the non-social-security portion of the budget. Hence, one would expect
less use of social security revenues to cover
general government outlays in those countries where the fund trustees have more discretion over investment options.
The discussion so far has assumed that reserves in the trust funds are translated into
national investment in the private sector;
that is, the trust funds buy government
debt, thereby freeing private investors to increase their purchase of private sector securities. In fact, it is also possible for investment to take place directly through the
public sector. Not all government spending
consumption; the building of roads, bridges
and other types of physical infrastructure
by the government is just as much an investment as the construction of any factory
in the private sector. Equally important is
government investment in human capital:
increases in future output will require a
healthy and educated work force. This
means that money spent on programs such
as Head Start may contribute just as much
a physical investment to ensuring higher
future income. In both cases, the spending
initiatives would have to be over and above
what would have occurred in the absence of
the trust fund accumulation; otherwise the
buildup of trust fund reserves would simply
have substituted for tax increases and no
additional investment would have taken
place.
The implication of the potential role for
government investment is that evaluating
whether trust fund accumulation produces
greater investment may sometimes entail a
two-step process. The first step is an assessment of whether the existence of the surpluses generated greater expenditure or
lower taxes in the rest of the budget. If tlhe
overall government budget deficit remains
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unchanged, probably no additional saving
has occurred. An exception would be those
instances in which the government increased expenditures, but these additional
expenditures took the form of investment in
physical or human capital rather than consumption. Thus, a second step in gauging a
nation’s success in translating social security reserves into higher future incomes requires an appraisal of the composition of
government spending in the wake of the
trust fund accumulation. While generally
such an appraisal would be quite difficult,
requiring a detailed analysis of spending
patterns, some information on government
investments in physical capital may be readily available when capital outlays are treated separately in the national accounts.
The following sections explore the experiences of Sweden, Japan, and Canada in
order to see what can be learned about effectively prefunding public pension plans
that might be useful for the United States.
Tlhese countries have accumulated substantial amounts of money in their public pension plans; pension
reserves currently
amount to 30 percent of gross domestic
product (GDP) in Sweden, 18 percent of
GDP in Japan and 8 percent of GDP in
Canada. The individual countries, however,
have had varying degrees of success in
translating pension fund accumulation into
national saving. Part of this variation in
outcomes may be attributable to differences
in political climates.
All three countries have parliamentary
forms of government, where the prime minister is also the leader of the majority party.
This arrangement eliminates much of the
conflict between the executive and legislative branches and produces a stable political
environment as long as one party remains in
power; otherwise the results can be extremely unstable. As discussed
below,
Sweden has been governed almost continuously by the same party since 1932 and
Japan has been controlled by the same
party since 1955, while control of the Canadian government has alternated on a regular basis between the Liberals and the Conservatives. Because one would expect more
success using the government to increase
saving in a stable and disciplined political
environment. the discussion of each country
begins with a very brief political overview.
The bulk of each country survey then consists of three parts. The first is a summary
of the developments that led to the prefunding of the public pension program. The
second is a preliminary assessment of the
impact of the pension fund buildup on national saving, based on government accounts
data prepared by the Organisation for Ecoand
Development
nomic
Co-operation
(OECD). These data are particularly valuable since they standardize for differences in
accounting, and they include separate figures for government deficits (revenues less
outlays) and for government saving (revenues less outlays plus net capital investment). The third part goes behind the government accounts to explore the factors,
such as budgetary procedures or investment
policies, that may have contributed to each
country’s apparent success or failure. The
necessarily tenative conclusions are presented in a final section.
II. SWEDEN

Sweden is a constitutional monarchy with
a parliamentary form of government. Since
World War II, the same five political parties-the Moderates, the Centerists, the Liberals, the Social Democrats, and the Left
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Party Communists-have been represented
In Parliament. Tle Social Democrats were
in power, either alone or in coalition from
1932 to 1976, and they returned to power in
1982. During the period from 1976 to 1982,
the Moderate. Center. and Liberal partiestypically referred to as the bourgeois parties-ruled in coalition. The Social Democrats are closely aligned with the workers’
trade union movement, which has been the
motivating force behind most of the social
security reforms (The Swedish Institute
1986, pp. 16-19).
Development of a Funded Pension Program
Sweden has two public pension programs:
1) tile basic social security pension and 2)
the Swedish national pension. Allman Tillaggas pension (ATP).The basic social security program dates from 1913 and pays oldage benefits to all persons 65 and older (67
prior to July 1976) regardless of their labor
force status. The ATP pays an earnings-related pension to those with substantial
labor force attachment and their dependents. The basic social security program is financed on a pay-as-you-go basis, with 75
percent of the revenues coming from payroll taxes levied on employers and 25 percent coming from general revenues. The
ATP program is financed on a pay-as-you-go
basis, with 75 percent of tile revenues
coming from payroll taxes levied on employers and 25 percent coming from general revenues. The ATP program is financed on a
partially funded basis with contributions derived completely from employer payroll
taxes. Employees do not make direct contributions to either pension.
In the early 1950s. the workers’ trade
union movement began pushing for reform
of the public pension system, and its efforts
led to the establishment in 1957 of a commission to study ways of improving public
pension benefits. As a result of the Commission’s report. Parliament passed in 1958, by
a one-vote margin, legislation that raised
benefits under the existing social security
program and introduced the new ATP supplementary earnings-related pension program.

IV. CANADA
Canada, a federal state consisting of ten
provices and two territories, is a member of
the British Commonwealth. The Queen and
her representative in Canada, the Governor
General, are the formal heads of state. The
Governor General summons and dissolves
Parliament, signs state documents, and gives
assent to parliamentary bills, but, in almost
all cases, must carry out these duties in accordance with the advice of the responsible
ministers.
Parliament consists of two houses: the
Senate, where representation, as In the
United States, is determined on the basis of
a fixed number of representatives from each
region: and the House of Commons, where
representation is based on popoulation.
Three political parties have significant representation in the Canadian Parliament; the
Progressive Conservatives, the Liberals, and
tile New Democrats. The Progressive Conservatives are currently in power. Since
1930. Parliamentary control has alternated
fairly regularly between the Liberals and
tile Conservatives: tile New Democrats have
never been the ruling party.

of the CPP represents a compromise between the federal and provincial government positions; the program has run annual
surpluses since its inception, and had accumlated $35 billion (Canadian dollars) in
assets, or 6 percent of GDP,by 1988.
Rather than participate in the CPP,
Quebec elected to create its own public pension, the QPP. Because contributory rates
and benefits have always been the same and
the buildup of assets in relation to outgo is
identical, the two plans are often referred to
together.QPP assets amount to 2 percent of
GDP. As noted below, however, the investment practices for the $13 billion (Canadian
dollars) held by the QPP have been very different from those of the CPP.
The founders of the Canada Pension Plan
felt that reserves equal to two times annual
outlays would be sufficient for their pur-

poses. In order to hasten the buildup of re-

serves, rates were originally set at 1.8 percent cadc for employers and employees and
3.6 percent for the self-employed, and the
payment of full benefits was delayed until
1976. From the outset, however, the CPP’s
designers recognized that the initial rate
schedule
would not be sufficient indefinitely
Development of a Funded Pension Programn

The Canada and Quebec Pension Plans
(CPP and QPP) were developed in the 1960s
by the Liberal government, in response to
growing inadequacies of the existing federal
universal pension system. Parliamentary
debate began in 1963 over the establishment
of an earnings-related old-age, survivors and
disability public insurance system to supplement tihe flat benefit provided to all persons
65 and over by the Old Age Security program.
Tile federal government originally proposed a pay-as-you-go financing scheme, but
the provincial governments objected. Feeling the effects of almost a decade of deficits
and facing the prospect of massive investments in schools to meet the educational
needs of Canada’s baby boom generation,
the provinces were determined that the
system be substantially funded, with annual
surpluses made available to them for Investment (Bryden 1974). The current financing

and recommended a future review of tihe reserve fund’s status. In 1985 the federal and
provincial Ministers of Finance conducted a
series of meetings aimed at setting a rate
schedule for the next 25 years. Despite the
fact that the reserve fund then held assets
in excess of six times annual outlays, the
original intent of a reserve fund equal to
two times outlays was reaffirmed at the
meetings (Department of Insurance Canada
1985, p. 3). A new rate schedule, recommended by the Ministers of Finance, was
passed by Parliament in 1986 and enacted in
1987. The revised schedule called for the 3.6
percent payroll tax to rise 0.2 percent annu.
ally from 1987 through 1991 and 0.15 percent annually from 1992 through 2011. As
benefits are expected to Increase sharply,
this schedule should result in a decline in
the ratio of reserves to outlays from 6.0 to
2.0, while the absolute size of the fund remains constant.

(-)
TABLE
7.-CANADIAN
GOVERNMENT
SAVINGS
AND
DEFICIT
OR
SURPLUS
ASAPERCENT
OF
GDP,
1960-86
General
.-------------.
SaOnKs
do
sur
ploa

-

Yearl

1960
196!
1962 . ..
.
.
.
.
.
..
1963.
1964.
.
1965
.306
1966..
1961....
. .....
. ..
1968
. ..........
...
.
.. .
1969.........
.
..
1910
..... . . ...
.
.
1911 . ...
..
....
..
1912
.....
....... ..
1913
........
1914..........
. . .....
..
............
...
1915............

1916 ............

......

1911...........
1918.
.........
.... ..
1919
...
...
.....

1980
. .....
..
1981
1982 ....
1983 .
.

. ..
..
..

..
.

.

1986 .....

111

049
.0
.94
.42
80
128

~

l:Saa

058
101
1.15
60

0.49
10
.94
.42
80
128
10

352

206
160
132
.19
36
66

305
320
453

155

1.l

.67

)69

133

2
32

290

2.59

1.55

80

193
152
124
201
254
.52
.01

163
1.18

.58

132

251

22

1.81

61

.95
141

26

35

058
101
1.15
60
61
95
36
12
.0)

()
(:)
()
(
()
(’)
1.11
129
134
135

253

186

236

140

319

406

202
280
148

303
217

3.51

52

244
249
115

3.15

124
28
.14
.49
34
84
225
10
340
4.53
342

315
181

341
201

444
542

469
521
581

545
621
688

591
426

6.12.
491
.62

291
246
232
3.
05

422
01
22
58
126

.

1984
1935

060
41
I12

Municipal
Secully
Cential
Social
’
Local
Provincial
---~..-----____-__.
--------------- _----De,
relOr S gs
DelKil
or
of
Oelxil
or Savinspsl
DeliciOelicil
o
, rplu
sngnus S
rplus Sai
Savingssu
rurplus
sD
avin
uurplus
’avings surplus saings surplus

Cenltal
and
Social
Scourly
Securily
~l" r
aviplur

03
386
482

473
513
380

03
04
89
189
252
181

2.18

596

89
368

691
610
106

441
501
524

551

364

.18

151
201
107
59

615
605
429

.20

03

85
1.31
1.10
1.18
289

1.35
1.32

)

(
()

(:)
)
()

()
11
129
134
1.35
1.35

121

1.32
121

1.16
1.11
118
1.11

1.16
1.11
1.18
1.11

104

.04
1.02

102
98
98
92
102
19
13
.6

.98
98

.92
102
19
13
61

.62

109

1.13

1.11
2.01

1.05

1.14

112
1.18
1.11
1.50
1.6)
1.63
.98
.94
108
104

168
.44
.29
128
163

1.64
92
86

.18
.41
34

.11
.16

.45
.11
.41
.59
.80
.95
.65
.21

.82
1.15
.83
.62

.12
1.45
1.22
.16

32
42
.31

33
153
1.55
55
101
1.22

041
.11
.4

.61
.11
.90
.65
.41
.65
1.06

.30

0.54
.69

.13
.21
.16

0
.21
.49
.01
.39

.29

.42

.50

25

.61

.10

.09

1.32
.01
.08
31

1.05
.61
40
.21

.84
.96
.12
.41
.68

SCanada
andO~etecpensonplansonly
Incliudehospltals
unil1966
:’ heCanadaand iebecpensionplans,
ere ot Instituled
laes.Canadian
laMes
Depalrlenl
1914-1986.Vol2.Delailed
ol[cononcs
and
SlahslKs.
1988.
NationalAnwmwi:
unpulished
data.
0(CD.
Source
1914-86.
1.61.62.63.64.1960
OICD.
13.

.41
1.00
.74
.21

.42.
0
.18
.30

0.62
1.05
132
1.13
.95
88
1.06
1.03
.86

-058
.35
--.
32

.50
.32

-.59
.53
.41
.58
-.
65

.51
.61

--.
53

.52
.83
.34

.64
.16
--.
53

.36
.51
.31
92

.60
-.45
.48

.58
1.03
.52
.59

66

.10
.10
.42

13
.02

153
1.56
.56

.46

0

1.01
121

.58
.52

.06
.05

.56

0
.01

June 19,1990

CONGRESSIONAL RECORD-SENATE

Additionally, the 1986 reform provided
that the CPP system be subject to actuarial
reviews at five-year intervals. Should it be
found that alterations in contributions are
necessary to meet the ultimate goal of a reserve fund equal to two times outlays, the
actuaries will so advise the Ministry of Finance which, in turn, will submit a bill to
Parliament.
The CPPand QPPand NationalSaving

Table 7 presents the OECD budget data
for Canada. The table shows that the CPP
and QPP have consistently produced annual
surpluses equal to roughly 1 percent of
GDP. Since 1974. however, these surpluses
have been swamped by large annual deficits
in the central accounts, producing substantial overall deficits at the federal level, As
discussed earlier, deficits in the non-socialsecurity portion of the budget do not indicate, in and of themselves, that the effort to
increase national saving and investment has
failed. What must be evaluated is whether
the existence of the pension fund surpluses
caused general government expenditures to
be higher, or taxes lower, than they would
have been otherwise. To a large extent, this
may depend on how social security is treated in the budget.
The CPPand the Budgel
CPP financing is entirely off-budget and
no discussion of the system’s finances is in-

cluded in the budget document. The CPP’s
annual report is an independent publication.
prepared by the Chief Actuary of the Office
of the Superintendent of Financial Institutions. (The Office of the Superintendent of
Financial Institutions is an arm’s-length department of the Ministry of Finance.) While
there is no legislated schedule for these
annual reports, Health and Welfare Canada
is required to submit its Main Estimates to
Parliament each February, and part III of
this report focuses on the CPP. Parliamentary tradition dictates that the federal
budget be presented in February as well.
Despite this coincidence in timing, it is utnlikely that members of Parliament take any
comfort from the buildup in the CPP. Not
only are the reserves not included in budget
totals or deficit targets, but also the fund is
in no way a captive market for Treasury securities. The vast majority of CPP reserves
are loaned to the provinces and only a small
residual may be used by the central government. On the other hand, because the provinces have such easy access to the accumulated pension reserves, it is necessary in the
case of Canada to worry about a behavioral
response not only from the members of Parliament but also from the provincial govern-

ments.
Investments of the CPP

The provinces are allowed to borrow from
the CPP in proportion to their contributions, with any leftover funds used to purchase federal 20-year bonds. Table 8 shows
how the $35 billion (Canadian dollars) held
by the CPP were divided as of April 1988;
less than 8 percent has been loaned to the
central government.
The provinces might increase their expenditures in response to the CPP commitment to purchase their bonds, for several
reasons. First, the average (and marginal)
interest rates that the provinces have to pay
on this debt are below market. This occurs
because Interest rates charged by the CPP
are weighted averages of all federal 20-year
bonds outstanding, which are typically
below those of provincial debt. Hence, prov-
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inces can borrow from the CPP for lower ception of the CPP through 1974; thereafter
rates than they would have to pay on the
it became negative. This pattern is also eviopen market. They may also be able to dent in the figures for provincial expendilower their own open market rates by reduc- tures on gross capital formation, which have
ing the supply of provincial bonds sold to declined steadily since tile inception of the
the general public. The Atlantic Provinces, plan from a high of 14 percent of total prowhich tend to be poorer, have the most to vincial expenditures in 1964 to less than 4
gain from the CPP lending provisions, since
percent in 1986 (Ministry of Finance 1987,
they face the largest gap between the rate table 52). Thus it appears that the provinthat they are charged by the CPP and the
cial governments have allocated a large
rate that they must pay on the open
share of the CPP surpluses to current conmarket. If tile provincial deficits ar large, sumption.
the implicit reduction in marginal costs may
Investments of the QPP
be substantial. Lower interest costs may
The QPP, which as of June held $13 bilthus induce more current consumption of
lion (Canadian dollars) in assets, does not
government goods and services.
lend to other provinces. Instead the assets,
along with the assets of other Quebec public
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meaningful way. On balance, the buildup in
the trust funds seems to have stimulated adAn even greater increase in government
ditional consumption spending at the proexpenditures might occur if the provinces vincial level and to have reduced the incenfelt that they would never have to pay back
tive to raise provincial taxes. Would the
the loans from the CPP fund. A number of same thing happen in the United States if
Canadian observers originally thought that
the social security funds invested their rethis might be the case (Pesando and Rea serves in state and local bonds? A partial
1977, p. 91), and early statements by tlhe
answer may rest on the functions for which
government of Ontario implied that CPP- the two entities-provinces and states-can
owned debt was treated differently than
publicly owned debt (Ontario 1974, pp. 2627). In fact, the provinces have treated their
borrowing very seriously: they have never
missed all interest payment and, in some instances, have already repaid the loans.
Some commentators simply assume in
their reviews that the availability of ready
credit encouraged more spending by the
provincial governments (Bird 1976); no one
appears to have made strong arguments to
the contrary. The only effort to actually
document increased expenditures was a 1981
study prepared for the Economic Council of
Canada. This study found that the borrowings from the CPP induced the Atlantic
Provinces to reduce their own-source revenues and to increase expenditures, thereby
increasing their total borrowings; the resuits for the other provinces were ambiguous (Patterson 1981). Although it is difficult
to say with certainty, it appears that the
CPP money loaned to the provinces induced
greater provincial spending.
The issue remains, however, as to whether
this increased spending produced additional
consumption or greater investment. The
data in table 7 tend to indicate that provincial spending on investment did not increase
in response to the ability of the provinces to
borrow from the CPP. Provincial saving was
0.6 percent of GDP from 1960 through 1965:
it increased only very slightly from the in-

borrow.
It appears to be much easier for provinces
in Canada to borrow for consumption expenditures than it is for states in the United
States. Although New Brunswick, Newfoundland, and Nova Scotia maintain capital accounts, all borrowing is considered
revenue, so debt may be used to meet deficits in their general accounts. Alberta has
several off-budget special accounts for capital investments and crown corporations,
and borrowing for the general budget is not
encouraged. However, because Alberta is so
dependent upon oil prices for its revenues, it
is occasionally forced to borrow for current
consumption. Ontario, British Columbia,
Manitoba, and Saskatchewan do not even
maintain capital accounts, Therefore, borrowing for current consumption is in no way
differentiated from borrowing for capital investments. Only Prince Edward Island has
legislative restrictions on current consumption borrowing; deficits in the general account may only be met by short-term debt
issues. On balance, however, the lack of
legal prohibitions and the negative saving in
the OECD accounts indicate that the provinces are certainly able to borrow and probably have been borrowing for current consumption.
In the United States 49 of the states (Vermont being the exception) have balanced
budget laws. This means that any borrowed
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general consumption funds must be repaid
within a legislated time frame, typically
under one year (Advisory Commission on
Intergovernmental Relations 1987. tables 42
and 43). The OECD data for the United
States in table 9 show consistent surpluses

at the local level since 1972 (1975 is the lone
exception), which tends to confirm that the
states and localities have not cngaged in
deficit financing for their general accounts.
Hence, as long as the OASDI funds limited
their state bond purchases to those with

long-term maturities, the states could not
use OASDI funds to cover general account
deficits. This constraint would help assure
that trust fund loans to state and local go’ernments would result in productive investment.
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V. CONCLUSIONS AND POLICY IMPLICATIONS

Before drawing any conclusions, it is crucial to emphasize the speculative nature of
this entire exercise. This is a preliminary
paper and involves hypothesizing about
what would have happened in the absence
of trust fund accumulations in foreign countries with different cultures and institutions
on the basis of limited information. With
this important caveat, some tentative conclusions are possible.
The key concern in the United States is
that Congress will increase its spending or
reduce its tax-raising efforts in response to
the buildup of large reserves in the social security trust funds. Such a response would
mean that no savings would occur, and
future incomes would be no higher than
they would have been otherwise. It would
also have the undesirable distributional consequence of financing current general government activities by the more regressive
payroll tax.
Tile likelihood of the members of Congress responding to the social security surpluses in thllis manner probably depends
largely on their ability to counlt the surpluses towards overall deficit reduction. All
three countries studied keep their social security accounts very separate from the rest
of the budget, and this appears to have discouraged their legislatures from incorporating social security surpluses in their general
budget decisions or their deficit redtuctiotn
efforts. As long as the United States retains
a unified budget and frames its deficit targets in these terms, Congress will be tempted to keep one eye on the surpluses when
voting on tax and expenditure proposals.
Hence, ensuring that social security does
indeed go off budget when the GramlmRudman-Hollings legislation expires in 1993
is an important first step.
The separateness of the social security
program as an institution seems to be another Important dimension. This does not

mean that separate institutional arrangements gutarantee complete control: the
Swedish fund has total independence, but
the nature of its investments was strongly
influenced by the Central Bank’s credit
market regulations. Nevertheless, more separateness may be desirable than currently
exists in the United States. As described in
the introduction, the U.S. program is really
only a Treasury Department account with
the Secretary of the Treasury as managing
trustee. This incestuous setup would probably not be desirable in an environment
where the social security trust funds are to
be used to increase national saving. The Secretary of the Treasury should not have easy
access to social security funds in case of a
debt ceiling crisis such as occurred in 1985,
or consider the trust funds available as a
captive market for purchasing federal debt.
The solution may rest, in part, In resurrecting a proposal to make social security an
independent agency. This change, which
has long been advocated for the integrity of
the program and administrative effectiveness (Ball 1978, pp. 458-60 and Congressional Panel on Social Security Organization
1984) may become essential in an era of reserve acculmulation. Control over revenues
and investment decisions should reside witll
a board that is totally separate from the
Treasury.
The lessons so far have come primarily
from Sweden and Cancda: Japan, of course,
has taken an entirely different approach to
translating pension fund reserves into productlve investment. It does not have a separate agency, but instead the federal government tightly controls the allocation of the
EPI and NP reserves through the capital
budget. Although this approach does not
seem to fit well with our institutional arrangement and political environment, it
may be useful to take a new look at the capital budgeting process.

Investing the accumulated trust fund reserves, which might at first appear difficult,
in fact seems to create few problems. The
Swedish experience illustrates that the purchase of debt instrunents and investing
through financial intermediaries avoid any
interference in private sector decisions.
Also. the United States should be able to
invest in state and local securities without
running into any of the problems experienced in Canada, since states are restricted
from long-term borrowing except for capital
projects.
In short, we can learn a lot from Sweden,
Japan and Canada’s efforts to prefund some
of their future pension lialblitics. These
countries have already accumulated reserves equal to 30 percent, 18 percent and 8
percent of their respective GDPs, and have
attempted to funnel them into productive
investment, with varying degrees of success.
A somewhat discouraging result, for those
committed to increasing national saving
through accumulating reserves in the social
security trust funds, is that the greatest success has occurred in countries with stable
and disciplined political environments,
where one party has been in power almost
continuously since the experiment began.
Mr. GRAHAM. Mr. President, in discussing the United States experience,
the authors point out an instance in
1985, when the Treasury was constrained by a statutory debt ceiling
from issuing any new securities, a circumstance that we are soon going to
be returning to. The Secretary of the
Treasury made the decision to convert
$28 billion in long-term, specially
issued bonds held by the Social Security trust fund into non-interest-bearing
cash balances without notifying the
two public trustees. The use of payroll
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taxes, in effect, to temporarily underwrite general Government expenses
occurred because the Secretary of the
Treasury was forced to choose between forgoing interest earning on the

funds or defaulting on Government
obligations.
The authors go on to reference this
as the incestuous relationship between
the Treasury and the Social Security
surplus. I suggest that we need to
break that incestuous relationship by
not only taking the surplus off budget
and off Gramm-Rudman, but we also
need to start investing the Social Security surplus in areas that will not
allow it to be used in the way it was in
1985.
I suggest to my colleagues that we
learn from the experience of other
countries which have dealt with essentially the same economics and demographics but have done so in a more
creative way. I am particularly going
to suggest that we study the Canadian
experience in which they have used
the Social Security surplus to help-Mr. DECONCINI. Mr. President, will
the Senator yield?
Mr. GRAHAM. Let me finish the
sentence, and I will yield the floor.
The Canadians have used the Social
Security surplus as a means of assisting and financing their capital infrastructure needs.
I believe that there are some important analogies for the United States to
this. What the Senator from Pennsylvania has done in giving us a forum in
which a broad array of issues that
relate to how do we fulfill our contract
with the Social Security eligible of
America in an honorable, decent, and
credible manner, I think is a debate
that will be of great significance and
value to the American people.
I yield the floor.
Mr. DECONCINI. Mr. President,
how much time remains?
The PRESIDING OFFICER. The
time for the vote under the previous
order is set at 12 o’clock.
Mr. DECONCINI. Mr. President, I
ask unanimous consent that I may
have 1 minute.
The PRESIDING OFFICER. Without objection, it is so ordered.
Mr. DECONCINI. Mr. President, I
thank my colleagues.
I want to first comment on what the
Senator from Florida mentioned. He is
absolutely right. We need to not only
take the :teps the Senator from Pennsylvania is moving forward here but
we need to address what we are going
to do with these funds. I look forward
to seeing his legislation and would
hope he would share it with some of
us.
I want to say that the Senator from
Pennsylvania has finally got to the
crux of the matter that has been
hanging around here for far too long.
He has taken the leadership of bringing this not only to the attention of

the U.S. Senate and us voting on it
today but to the people of this country. I wish to thank him for his steadfastness and, quite frankly, innovative
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the Social Security tax rate this past
January 1. By 1993, the annual Social
Security surplus will soar to $99 billion.
approach of doing this in a manner
The public fully supported enactthat is going to do away with, as he ment of hefty new Social Security
said, the charade. It is long overdue to taxes in 1983 to ensure the retirement
put this in perspective with what the program’s long-term solvency
and
American public thinks it is and it is credibility. The promise was that
not; and that is the Social Security today’s huge surpluses would be set
funds be not spent for Government safely aside in a trust fund to provide
operations and to satisfy the huge bur- for baby-boomer retirees in
the next
geoning deficit that we permitted to century.
go on and on for years and years. I
Well, look again. The Treasury is sijoined the Senator already as a cophoning off every dollar of the Social
sponsor and compliment him for his Security surplus
to meet current operleadership.
ating expenses of the Government. By
I yield back the remainder of my
thus reducing the deficit, we mask the
time.
true enormity of the Federal budget
crisis while creating the illusion that
LET THE SENATE VOTE ON
Congress and the administration are
SOCIAL SECURITY OFF BUDGET
actually doing something about defiMr. HOLLINGS. Mr. President, I cits.
The hard fact is that, in the next
rise in support of the amendment of
the distinguished Senator from Penn- century, the Social Security system
will
find itself paying out vastly more
sylvania, and to second his determined
insistence that the Senate be allowed in benefits than it is taking in through
taxes. And the American
to vote on removing Social Security payroll
revenues and expenditures from the people will wake up to the reality that
calculation of the deficit for Gramm- those IOU’s in the trust fund vault are
a 21st century version of Confederate
Rudman-Hollings purposes.
It is high time we voted on this banknotes.
Of course, the Treasury would have
litmus test of truth in budgeting and
honesty in Government. My own the option of raising taxes to repay
amendment to remove Social Security the astronomical sums we have borfrom the Gramm-Rudman-Hollings rowed from the trust fund. But that
calculations was introduced last ses- would be a brazen rip off of working
sion. It gained 25 cosponsors in the Americans, many of whom will be reSenate, including our leader, Senator tirees obliged to pay a second time for
MITCHELL, and had widespread support the benefits they have already earned.
On the other hand, if the Treasury
in the House from Speaker FOLEY on
wimps out and chooses not to raise
down.
The crunch of legislation at,the end taxes to reimburse the trust fund,
of the 1989 session prevented the Sen- then there will be no alternative but
ate’s voting on my bill, but Senator to slash Social Security benefits. The
most likely scenario is that Social SeMITCHELL promised us a vote early in
the new session. Well, we are now into curity payments would be turned into
the 6th month of the session and we just another means-tested welfare prohave yet to have our vote. So I believe gram for the very poor; if you make
that Senator HEINZ is entirely correct more than, say, $15,000 per year, then
and justified in forcing the issue onto forget about collecting any Social Sethe calendar with his amendment No. curity benefits.
2023.
Any way you slice it, it is lousy
Mr, President, let us face it. Until we public policy to borrow massively from
acknowledge the true scale and enor- the Social Security trust fund with no
mity of the Federal deficit, then we credible plan for reimbursement. Of
will never get off the dime on the defi- course, the immediate damage from
cits. Putting Social Security off budget this approach is that it allows us to
will be a giant step forward toward mask the true scale of the Federal
that day of truth and reckoning.
budget deficit, thus making it easier
Mr. President, in all the great jam- for us politicians to sit on our hands.
balaya of frauds surrounding the
This is a gross breach of faith with
budget, surely the most reprehensible the American people. Social Security
is the systematic and total ransacking is perhaps the most successful social
of the Social Security trust fund in program ever enacted by the Federal
order to mask the true size of the defi- Government. Without question, it is
cit. As we all know, the Social Security the most effective antipoverty propayroll tax has become a money ma- gram in history. Social Security is not
chine for the U.S. Treasury, generat- charity or welfare. On the contrary, it
ing fantastic revenue surpluses in is a supplementary retirement fund
excess of the costs of the Social Secu- that workers pay for with their hardrity program. Excess Social Security earned money.
tax revenues will be $65 billion in 1990
Mr. President, I say it is time to stop
alone-boosted by yet another rise in playing games with Social Security
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and the Government’s finances. It is
time to use honest budget numbers
and to make honest budget choices. By
all means, let us begin by putting
Social Security truly in trust and totally off budget.
Mr. SIMPSON. Mr. President, I rise
to speak on a subject that has been
bouncing around this old Chamber
quite a bit these past few weeksSocial Security and the treatment of
the trust funds. I think it is time to
dispense with some of the passionatethough very sincere-rhetoric on this
issue and turn our attention to the
real problems involving Social Security over the long haul.
Mr. President, one thing has become
so very clear from the mail that I have
received on this issue: People are just
a mite confused about the way the
Social Security system operates. They

seem to think that Congress has done
something sinister-dirty perhaps or
even illegal-with the Social Security
trust funds, that evil politicians are
callously raiding the excess Social Security revenues and diverting the
funds to their own very favorite political pork-barrel projects. Political leaders who use words like thievery and
embezzlement-and we have heard
that here in the Chamber-to describe
the Government’s handling of Social
Security are only recklessly adding to
the confusion. Let me state this so
very clearly: The money going into the
Social Security system, and the money
being paid out, is handled in exactly
the same fashion as it was when the
program was first begun in 1935.
Please hear that! The collection, investment, and distribution of Social
Security taxes and benefits are and
were set by law, and they have never
changed. The only difference is that
the present financial condition of the
Government-and the Social Security
program is very much a part of the
Government-has focused attention
on how the individual pieces all fit together, and on the real relationship
between pork-barrel projects and the
Social Security trust funds.
At the root of the issue is the pubmisperceptionlic’s perception-or
that the surplus taxes are somehow directly deposited and saved in Social
Security trust funds, which they are
not. Contrary to popular belief, Social
Security taxes, like all other Government revenues, are deposited in the
U.S. Treasury-not into some separate
Social Security trust funds. Each day,

these taxes flow into 15,000 depository
accounts maintained by the U.S. Government with various financial institutions across the country. They, along

with the many other forms of tax revenues which the Government collects,
then become part of the Government’s
operating cash pool. Airport and highway taxes, civil service retirement contributions, and many other forms of
of
receipts-all
Federal
dedicated
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trust. does not mean that the Federal Govcorresponding
which
have
funds-are treated in exactly the same ernment is operating in a fiduciary or
way. The trust funds themselves re- trustee capacity, it is merely a special
ceive credit for the taxes when the account which is designated as is based
Government receives them, through in the law which was placed on the
the posting of nonmarketable securi- books originally.
ties-really IOU’s-to the fund. BasiThis handling of Social Security’s fically, this is a proper bookkeeping nances is not some new invention; the
entry made by the Treasury. Similar- idea of collecting surplus Social Seculy, the benefits are not paid from the rity taxes was heavily imbedded in the
trust funds, but are paid from the original Social Security Act which was
General Treasury. As the checks are enacted in 1935. Even then, the notion
then issued, the securities posted to was that a large fund should be built
the trust funds are reduced by a corre- up to help finance the future benefits.
proper
amount-another
sponding
During the early 1940’s, in fact, Social
bookkeeping entry. Simply stated, the Security tax receipts were 6 or 7 times
Social Security trust funds are cred- more than the program’s expendiited with IOU’s when Social Security tures. It was also the original Social
taxes are received by the Treasury, Security Act which mandated that the
and those IOU’s are taken back or deb- excess Social Security receipts would
ited when the Treasury makes expend- flow only into the Treasury through
itures to beneficiaries on the pro- the purchase of special issue U.S.
gram’s behalf.
Treasury bonds. This was to be a form
What the trust fund securities do is
of forced national savings which it was
represent spending authority for the
hoped would continue to stimulate the
program. As long as there is a balance
rapid growth of America’s expanding
posted to the trust fund account, the
economy. Unfortunately, the founders
Treasury Department has the authorof Social Security could not have ever
ity to continue to pay the program’s
foreseen
the twin economic and demobills. But the cash money itself-the
resources needed to make actual cash graphic forces that are driving the
system today. If they had, they may
payments--comes from tax receipts
and from the public borrowing of the well have designed some other instruGovernment as a whole, through the ment for investing of the Social Security tax receipts.
U.S. Treasury.
It may be helpful to consider an
What happens if more Social Security taxes are collected than are spent in analogy, though I surely have no
desire
to confuse the issue further.
any given month? Is the money then
still in the Treasury? Nope-for once Consider how a bank works. When you
the taxes are received, they then deposit cash in a bank, the cash does
become indistinguishable from other not just sit there in a safe deposit box
moneys paid into the Treasury and while inflation eats away at its value.
they are then used to pay whatever Instead, the bank credits your account
bills the Government owes. The fact with the deposit and then uses the
that more money was received than actual cash to make interest-bearing
was spent shows up as a higher bal- loans and investments, which in turn
ance-or a surplus, if you want to call increase the capital of the bank. Simiit that-of securities on the trust fund larly, when you go to the bank to draw
ledgers. These IOU’s represent a loan cash out of your account, you don’t
get back the same money you put it,
that the Government makes to itselflike giving one part of the Govern- you get the cash just deposited there
by somebody else. That is just how the
ment-the Social Security system-a
claim on other, future Government re- Social Security system operates-but
with one important difference. That
sources.
Thus, while the concept of trust difference is that the bank loans the
funds and dedicated receipts seems to money out to investors or businesses
indicate there might be separate pots who use it to generate capital and
then pay it back to the bank with inof money, the Federal Government
really honestly does operate as one terest, so that the money is recycled.
single financial entity. Revenues gen- Social Security payments are not recyerated by any of the trust fund pro- cled--instead they are replaced in the
grams are not handled separately, in- Treasury bank by a constant stream of
vested separately, or managed sepa- FICA tax revenues.
The second difference is that you
rately. Their operations are only separated from other accounts by book- cannot draw more money out of the
keeping entries. When money slated bank than you have in there-without
for the trust funds reaches the Treas- incurring a debt. Under Social Securiury, it is indistinguishable from all of ty however, most individuals draw out
the other receipts-and the Treasury the entire amount of their contribuDepartment, after properly crediting tions, plus interest, in under 6 years.
the various accounts, uses whatever Yet they can expect to continue to live
funds are available to pay the coun- and draw benefits for another dozen
try’s bills. I do earnestly hope that years. No bank could ever operate in
this might make it clear that for a that manner. However, the Social SeFederal account, the term trust fund curity system has a sufficient number
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of depositors to cover the excess outflow with their payroll tax deductions-but only for the time being.
As long as the FICA tax stream
keeps pace with the benefit payment
stream, the system will remain self-financing-however, in the year 2030,
when the retired population is more
than double what it is today, Social
Security benefit obligations will start
to exceed all FICA payroll tax receipts. That is when we will face some
genuine difficulties. A huge-some say
$12 trillion-reserve of spending au-

thority will likely have accumulated
on Social Security’s ledger sheets by
then, and the Treasury will have to
make good on those notes. The problem is that unless the Treasury bank is
operating on a balanced budget by
that time, it will simply not have the
funds at hand to pay out. At that
time, the Treasury will have to either

increase its income-raise taxes-cut
its spending, or do some combination
of the above, in order to produce the
necessary surplus cash to pay off
Social Security obligations. That is
just exactly how the system was designed at the very beginning.
In effect, whether or not Social Security is counted as part of the Federal budget, Social Security FICA taxes
will continue to be deposited in the
Federal Treasury and the trust funds
will continue to receive credit for them
as they are collected. This credit will
then continue to give the Treasury Department authority to issue Social Security checks, even in years when
FICA taxes do fall short of benefit obligations, because in such an event the
Treasury will be able to draw on the
large reserve of spending authority
that has accumulated to the trust
fund on its ledger sheets.
However, Congress must meet its
duty to balance the budget before
those reserves are needed, so that
there will actually be cash on hand to
honor those funds. Otherwise, the
Government will simply have to raise
that money from future workers. That
is what those who speak about the
future of the Social Security Program
mean when they use words like "thievery" or "raiding" to describe the relationship between Social Security and
the budget deficit. The only raiding
that is being done is of benefits pay-

the long term, or whether they have
grown all too comfortable with living
far beyond the Nation’s means.
Mr. HARKIN. Mr. President, I rise
in support of the Heinz amendment
related to taking Social Security out of
the unified
budget
and GrammRudman-Hollings calculations.
I am looking for a sound means which I
can recommend to provide at once security
against the several disturbing factors in
life--especially those which relate to unemployment and old age.
With those words, President Franklin Delano Roosevelt began the greatest and most successful program in our
Nation’s history, Social Security.
No single function of Government
affects as many Americans as profoundly
as Social Security
does.
Nearly 40 million retirees, disabled
workers, their spouses, and children
including over 518,000 Iowans, receive
a Social Security check every month,
and over 140 million Americans are in-

sured in the event of death or disabil-

ity. Social Security is the primary
source of income for 70 percent of
older Americans, and it is virtually the
sole source of income for almost one in
three older persons.
Mr. President, Social Security is a
precious compact between the Government and the people. Yet, doubts have
been raised about this compact because each day nearly $200 million in
Social Security funds are used to pay
for things other than Social Security
benefits, including bloated and outdated defense programs. In addition,
Americans’ trust in Social Security is
being exploited to cover the true size
of our Federal deficit. This year, the
true deficit would be $66.6 billion
higher if the surplus which Social Security is running was not being counted in the Gramm-Rudman calculations.
Mr. President, Social Security did
not cause the deficit. And Social Security should not continue to be used as
a scapegoat to solve or mask the deficit. That is why we need to take
prompt actions to protect Social Security and its beneficiaries by taking
Social Security off budget. If we don’t,
next year another $74 billion in Social
Security funds will be used for purable to future generations of Social poses they were not intended.
Mr. President, we need to take a
Security recipients, and the only theft
is in the lessening of living standards number of steps to strengthen and improve
Social Security. This amendof future generations of workersthose will hopefully be around in the ment should lead to a good first step
year 2030 and beyond-your kids and and as such I urge my colleagues to
grandkids and mine. To stop the plun- support it. Older and disabled Ameridering, we need but to balance the cans deserve no less.
Mr. President, in conclusion, I want
budget. Many seem ready to do that,
but judging from the mail I receive in to also pay tribute to our distinmy office, protesting even the most guished colleague from New York,
modest cuts in this or that program, I Senator MOYNIHAN, for his leadership
wonder whether the American people in bringing this important issue to the
are really all that concerned about the forefront of national attention. He has
fiscal integrity of Social Security over done the Nation a great service.
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VOTE ON AMENDMENT NO. 2024

The PRESIDING OFFICER. Under
the previous order, the question now
occurs on the amendment. The question is on agreeing to amendment No.
2024 offered by the Senator from
Pennsylvania [Mr. HEINZ] to amendment No. 2023. The yeas and nays
have been ordered and the clerk will
call the roll.
The assistant legislative clerk called
the roll.
Mr. SIMPSON. I announce that the
Senator from New Hampshire [Mr.
HUMPHREY] and the Senator from
Delaware [Mr. ROTH] are necessarily
absent.
The result was announced-yeas 96,
nays 2, as follows:
[Rollcall Vote No. 117 Leg.]
YEAS-96
Adams
Akaka
Baucus
B3cntsel
B.denl
Billgalllanl

Ford

McCanl

Fowler
Garn
Glhnn

McChlre
McConnell
Mlzcenballn

Ciore

Mikulski

Gorton
Graham

Mitchell
Moynihan

Bond
Borcim

Grammn

Mirkowski

Boschwilz.
Bradley
Breaux

Grassley
Harkin
Hatch

Nicklcs
NSnn
Packwood

Bryanl
Bllnll,c’rs

al field
Hellin

Pressler

Burdick

Hriln,

Pryor

Bunlls

Helms
Hollings

Reid
Rligle

Prll

I.vrd
Chatrc
Coats
Cochran

Jofforls
Johnston

Cohenl
Conra.d

Kassebaum
Kasten

Cranston

Kenlln,y
Kirrey
Kerry

Sasserr

D’Amnato
Danfort h

DOlloye

Robb
Rockefeller
Rudman
Sanford
Sarbanes
Shelby
Simon

Daschle
DcConcinl

Kohl

Simpson

Lautenberg

Dixol
Do(dd
Dole
DomenIlci
Durenberger
Exon

Levin

Specter
Stevens
Symms

Llcrberman
Lotl
Lugar
Mack

Thurmnond
Warner
Wilson
Wirth

Armsl rong

Wallop

Leahy

NAYS-2

NOT VOTING-2
HIllnlfllhry

Roth

So the amendment (No. 2024) was
agreed to.
Mr. MOYNIHAN. Mr. President, I
move to reconsider the vote by which
the amendment was agreed to.
Mr. CRANSTON. I move to lay that
motion on the table.
The motion to lay on the table was
agreed to.
The PRESIDING OFFICER (Mr.
KERRY). Under the previous order, the
yeas and nays on amendment No. 2023
are vitiated.
The question is on agreeing to
amendment No. 2023, as amended.
The amendment (No. 2023), as
amended, was agreed to.
Mr. CRANSTON. Mr. President, I
move to reconsider the vote by which
the amendment was agreed to.
Mr. HEINZ. I move to lay that
motion on the table.
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Citing the potential for political and
then going back into business and setThe motion to lay on the table was
in the Soviet
military
instability
ting up new plans.
agreed to.
This case began 3 years ago when in Union, Senator WARNER notes that
AMENDMENT NO. 2025
Mr. CRANSTON. Mr. President, I 1987, LTV Corp.-having already de- strategic missile defenses enhance stathe bility and deterrence by protecting our
bankruptcy-informed
send an amendment to the desk on clared
behalf of Senator INOUYE and ask for PBGC that it could not and would not retaliatory forces, thus denying an atcontinue to fund its plans which had tacker any certainty of achieving his
its immediate consideration.
The PRESIDING OFFICER. The unfunded obligations of over $2 bil- objectives.
Moreover, he points out that delion. The PBGC, in order to protect
clerk will report.
The assistant legislative clerk read the retirement incomes of LTV’s work- fenses provide a hedge against cheaters, terminated the plans and assumed ing on arims control treaties.
as follows:
But, Senator WARNER does not limit
The Senator from California [Mr. CRAN- paying the guaranteed benefits.
his analysis to the United StatesLTV then established new so-called
STON]. for Mr. INOUYE. proposes all amendrelationship.
He
Soviet
strategic
ment numbered 2025.
its
union
Follow-On pension plans for
Mr. DOLE. Mr. President, I ask employees and retirees which were vir- broadens the discussion by reminding
unanimous consent that the reading of tually identical to the terminated us that there are many countries that
the amendment be dispensed with.
plans under which the PBGC was now possess missiles that threaten the
interests of not only the United
The PRESIDING OFFICER. With- paying the unfunded obligations.
out objection, it is so ordered.
The simple result of this situation States, but those of our friends, as
The amendment is as follows:
was that LTV was continuing benefits well. As he points out, missile defenses
to its workers as if no plan termina- in the United States and within the
At the appropriate place insert:
Section 109 of the Housing and Communi- tion had occurred while shifting over borders of our allies would greatly
ty Development Act of 1974 (42 U.S.C. 5309) $2 billion in unfunded pension costs to deter the use of ballistic missiles.
is amended by adding at the end the follow- the Federal Government.
Mr. President, I commend Senator
ing new subsection:
Mr. President, now that the Su- WARNER for his penetrating analysis
"(d) Tie provisions of this section and secand
forward-looking thinking on U.S.
tion 104(b)(2) which relate to discrimination preme Court has spoken, companies
defense and national security matters.
on the basis of race shall not apply to the should be forewarned that the law reprovision of assistance by grantees under quires them to fulfill their pension It seems to me that many in this body
focus only on dollar levels. Few are
this title to the Hawaiian Home Lands.".
funding responsibilities and that such
to our
Mr. CRANSTON. Mr. President, for obligations can not be avoided by seek- thinking about future threats
the information of Senators and their ing protection under bankruptcy laws security and how to meet them. Neverto
Senator
WARNER
continues
theless,
staffs, we will proceed to act upon the and then pretending as if nothing has
Inouye amendment immediately after happened. $2.5 billion in unfunded li- demonstrate leadership on defense
we reconvene at 2:15. Following that, abilities to workers and retirees is a matters. I hope that all of my colSenator GRAHAM of Florida has two big deal and the Federal Government leagues will read and seriously considamendments that he will be prepared is not going to be the deep pocket bail- er the case thoughtfully made by Sento bring up. Other Senators with ing out billions and billions of dollars ator WARNER.
Mr. President, I ask unanimous conwhom I spoke during this rollcall have of liabilities when the employers who
indicated they will be ready on various ran up those liabilities are able to pay sent that Senator WARNER’S article be
in the RECORD.
amendments.
them off themselves. We have seen printed
There being no objection, the article
I urge all Senators and staff involved and had enough of these kinds of
to try to get Senators to bring amend- problems with the savings and loan was ordered to be printed in the
RECORD, as follows:
ments to the floor this afternoon and crisis.
early evening so we can dispose of as
[From the New York Times. June 18, 19901
This decision reaffirms that the
much of the business on this measure PBGC is a safety net for the 40 milWE STILL NEED MISSILE DEFENSES
as possible. Senator MITCHELL hopes lion workers and retirees who rely on
(By John Warner)
we can complete action on this bill it and should not be viewed as the perWASHINGTON.--Have the dramatic changes
without too great a time-consuming sonal bank account of those seeking to
Europe
and the Soviet Union Iuin
Eastern
process. That should be possible pro- subsidize unfunded pension liabilities.
vided negotiations with the adminis- Retirees, the Federal Government and derlnincd the need for continued research
on ballistic missile defenses? Absolutely not.
tration work out on this measure.
the American taxpayer can now rest a If anything, the case for some type of misI now yield the floor.
lot easier.
sile defenses is more compelling today than
Mr. DOLE. Mr. President, is my
at any time since the advent of nuclear
leader time reserved?
weapons and ballistic missiles.
The PRESIDING OFFICER. That is
We must remain prepared to deal with poMISSILE DEFENSES: MEETING
litical and military instability. The Soviet
correct; the Senator has 10 minutes.
THE THREAT
Union is increasingly fraught with nationalMr. DOLE. Mr. President, in March, ist and ethnic unrest, and its economy
LTV CORP. DECISION
I brought to the attention of my col- cannot fulfill the basic needs of the people.
leagues
comments made by the Presi- Mr. Gorbachev’s viability is questioned beMr. DOLE. Mr. President, yesterday
cause of the seemingly indomitable probthe Supreme Court ruled 8 to 1 in Pen- dent, during his trip to Lawrence
Livermore Laboratory in California, lems facing his nation.
sion Benefit Guaranty Corporation
The Soviet Union still possesses a formiversus the LTV Corporation that the on the subject of strategic defense. At
dable military capability. Most notable is its
PGBC may require LTV to reassume the time, the President said, "in the strategic offensive and defensive nuclear
liability for more than $2 billion in 1990’s, strategic defense makes much
force modernization program. Soviet ballistic missile defense around Moscow-the
employee pension plan obligations more sense than ever before. * * *"
Yesterday, our distingushed col- world’s only such system-are being upgradthat the company had stopped funding for some 100,000 workers and retir- league and ranking member on the ed.
Consequently, our nuclear deterrent must
Senate Armed Services Committee,
ees.
remain. in both perception and reality, utnI applaud this decision, for it sends a Senator WARNER, makes a similar case
contestable to any foreign power. And we
strong and clear message to employers in an editorial in the New York Times. must consider the enormous benefits of a
His article, entitled, "We Still Need strategic missile defense.
that they can not escape their own
plan funding obligations by declaring Missile Defenses," insightfully and
Even as arms control negotiations move
bankruptcy, shifting billions of dollars thoroughly examines the need fori mis- toward reducing the overall levels of strategic delivery systems, our existing strategic
of liability to the Government, and sile defenses.
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defenses-such as air defenses, early-warning and surveillance and intelligence-are
clearly seen by other countries as stabilizing
and tinthreatcning. Missile defenses will enhance this stability by assuring that our
perhaps more vulnerable retaliatory forces
are protected and by denying an attacker
any certainty of achieving his objectives.
They also provide a hedge against cheating on arms control treaties. Indeed, effective missile defenses actually promote strategic arms control objectives by reducing
the military value of multiple-warhead missiles. They also provide incentives for the
Soviet Union to move to a less threatening
force of single-warhead, land-based missiles.
In addition, there are many countries that
now possess missiles that threaten the interests of the U.S. and its friends. Many of
these missiles are capable of reaching allies
like Israel and can be equipped with chemical or biological warheads, and soon even
nuclear weapons.
Today. the number of developing countries possessing ballistic missiles with a
range of less than 1,000 miles--such as Iraq
and Syria-has increased substantially. William Webster. Director of the Central Intelligence Agency. recently inforlmed Congress
that, by the year 2000. at least six thirdworld countries will have ballistic missiles
with ranges of up to 1,800 miles, and three
of them may develop ballistic missiles with
a range of 3.400 miles.
Missile defenses in the U.S. and within the
borders of our allies would greatly deter
long-range ballistic missile use. Tactical ballistic missile defenses deployed by our allies
would enhance deterrence and stability.
On a recent trip to California, I had a
firsthand look at the Strategic Defense Initiative. The question is no longer whether
the country has the technical ability to
build cost-effective missile defenses; it is
clear we do.Rather, we must now ask ’what
role missile defenses will have in our national strategy.
As in the air defense debate in England
during the 1930’s, we must now ask: Does
America want to be defended, and if so, witl
what systems? For England, the outcome of
that debate was pivotal. It was England’s
advanced air defense systems that saved it
in the summer of 1940.
It is worth remembering the words of
Winston Churchill at the peak of the air defense debate: "I think it would be a great
mistake to neglect the scientific side of
aircraft
purely defensive action against;
attack. Certainly. nothing is more necessary, not only to this country, but to all
.
peace-loving ...powers in the world .
than that the good old earth should acquire
some Imeans of destroying the sky marauder."
Today. the marauder is ballistic missiles. I
am convinced that we must now, more than
ever before, plan for the inclusion of missile
defenses in our national security strategy.

MORNING BUSINESS

Mr. MITCHELL. Mr. President, I
ask unanimous consent that there now
be a period for morning business, and
that I be recognized to address the
Senate for not to exceed 15 minutes.
The PRESIDING OFFICER. Without objection, it is so ordered.

THE BILL OF RIGHTS
Mr. MITCHELL. Mr. President, last
year, I supported and voted for a law
to protect the flag. I believed then and
believe now that this was the appropriate response to a flag burning that

occurred in 1984.
Last week, by the narrow one-vote

14511

Now we are asked to change that,
for the first time. We are asked to give
Congress and the States the power to
do that which, for 200 years, the Bill
of Rights has prevented them from
doing.
We are asked to permit Congress, or
any State, to make a law that would
abridge freedom of speech, as defined
by the Supreme Court.
Even though, as I have already said,
I disagree with the Court, I do not believe we should amend the Bill of
Rights. I do not believe we should

margin of 5 to 4, the Supreme Court
ruled that the law violates the freedom of speech provision of the first
amendment to the Constitution.
I disagree with he five Justices who
formed the majority in this case. I
think they were wrong. I agree with ever, under any circumstances, for any
the four who voted to uphold the con- reason, amend the Bill of Rights. The
stitutionality of the law. But, under Bill of Rights is so effective in protectour system, once the Supreme Court ing individual liberty of Americans
has ruled, that ruling is the law of the precisely because of its unchanging
land. So even though I disagree with nature. Once that is unraveled, its efthe Court’s ruling, I accept it.
fectiveness will be forever diminished.
The question now is whether we
If the Constitution is amended to

should override the Court’s decision

prohibit the burning of a flag, where
by amending the Constitution.
do we stop?
I oppose and condemn the burning
The principal supporter of this
of the flag. I find it offensive and ob- amendment is President Bush. I ask
noxious, I am proud to be an Ameri- the President to answer this question
can, proud of our flag. But I do not
for the American people:
support changing the Constitution.
If someone burns the Constitution,
We can support the American flag
would President Bush propose an
without changing the American Conamendment to the Constitution to
stitution.
The first 10 amendments to the Con- prohibit that? If not, does that mean
he has less respect for the Constitustitution have come to be known as
the Bill of Rights. They were adopted tion than he does for the flag?
If his answer is yes, then where does
as part of the Constitution because
the States insisted that before a new he draw the line? How about the Decand powerful Federal Government laration of Independence?
The point is that once the Bill of
could be created, there had to be clear
and controlling limits on the power of Rights is changed or amended, no line
that Federal Government against indi- can be drawn. That is why it should
not be changed or amended.
vidual citizens.
We Americans revere the flag. We
The Bill of Rights secures the liberalso
revere the Constitution and Bill
ty of the individual by limiting the

of Rights. We need not choose be-

power of Government.

Across the whole sweep of human
history, there is no better, clearer,
more concise, more eloquent or effective statement of the right of citizens
to be free of the dictates of Government than the American Bill of
Rights.
For 200 years it has protected the
liberties of generations of Americans.
During that time, the Bill of Rights
has never been changed or amended.

Not once. Ever. The Bill of Rights
stands today, word for word, exactly as
it did when adopted 200 years ago.
Of the 10 amendments which make
up the Bill of Rights, none is more important than the first. In this debate,
its relevant words are few, direct, and
clear.
Congress shall make no law
** abridging the freedom of speech. ***

Let me repeat those words:
Congress shall make no law * ** abridg-

ing the right of freedom of speech. ***
Never in 200 years has the first
amendment been changed or amended.
As a result, never in 200 years has
Congress been able to make a law

abridging

the freedom

of speech.

tween them.
For a free people, the fight against
an enemy army demands sacrifice and
courage. That is difficult and demanding. It is also difficult and demanding
in time of peace to live up to our own
high ideals.
It is not difficult for Americans or
anyone else to tolerate differences and
eccentricities. They are all around us.
But defending the freedom of those
who would deny it to others-that is
difficult.
Perhaps that is why no other nation
today tries, or has ever tried, to live by
a standard as high and as demanding
as the American Bill of Rights. Every
nation has a government. Every nation
has a flag. Only the United States of
America has a Bill of Rights.
We Americans do try to live by the
Bill of Rights. We have chosen not to
take the easy way out. We have
chosen not to try to silence those who
are wrong, but rather to challenge

them with the truth.
That way has served us well. It has

preserved our liberties for two centuries.
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We will celebrate the 200th anniversary of the Bill of Rights next year.
We will remind ourselves, and the
world, that the greatest protector of
liberty is the truth.
We have religious liberty in America
because we reject any governmentsanctioned religion. We believe each
American will find God by his or her
own path, through his or her own
church.
We have political liberty in America.

because we reject any government-imposed political doctrine. We believe
each American will find and defend
his or her own political views.
We have personal freedom in America because we reject any governmentdictated patriotism. We believe each

American will freely discover in

very thoughtful and very profound
statement.
The flag stands for the Constitution
and the Bill of Rights. It is getting
things upside down to defend the flag

and undermine the Bill of Rights, as
the Dole amendment would do. I have

talked to every Member of the Senate
who is either against the amendment
or is uncertain, and I am increasingly
confident that the leadership provided
by GEORGE MITCHELL will prevail and
that the Dole amendment will be defeated. It is certainly what should
happen in the Senate and in this country.

THE CITADEL’S 1990 BATTLING
BULLDOGS

his or
Mr. HOLLINGS. Mr. President, The
her own heart the love of country and
Citadel’s baseball Bulldogs are a team
pride in our Nation that has made so
traditionally noted for their high spirmany Americans willing to defend it at its and low budgets. At
the outset of
the cost of blood and life itself for two this
year’s college season, the sports
centuries.
pundits picked The Citadel to finish a
Our Founding Fathers had more humble seventh in the Southern Conconfidence in their fellow Americans ference.
and more faith in their children than
As it turned out, the pundits went to
some of our current leaders. They sleep, and the Bulldogs dared to
knew better than to have the Govern- dream. They
dreamed their way
ment dictate what politics are right or through a 26-game winning streak and
wrong.
the Southern Conference champion,
For 200 years, the Bill of Rights has ship. They dreamed their way to the
protected the liberties of Americans Atlantic Regional championship in
through economic turmoil, civil war, Miami. And, earlier this month, they
political strife, social upheaval, and dreamed their way into the College
international tension. Despite the World Series in Omaha-the only miliworst that fate and our enemier have tary school ever to make it to the final
hurled at us, we have never found it eight.
necessary to change the fundamental
Of course, what got The Citadel’s
principles on which our Government team to Omaha was not dreaming but
was founded and by which our free- determination and grit-plus superb
dom is secured.
coaching by Chal Port. Southerners
Principles which have stood that say that what matters is not the size
test of time should not be discarded or of the dog in the fight but the size of
the fight in the dog. These particular
tampered with.
It will be a sad, tragic irony if a few ’Dogs kicked and scrapped and fought
obnoxious
publicity
seekers, who with an inspired abandon. Their reverappear to hate America, achieve their ie was cut short by Louisiana State in
victory by stampeding those who love the College World Series, but the
America to take the unwise action of dream lives.
We will never forget the skill and
changing the Bill of Rights for the
first time in American history. I love heart and pride of the 1990 Citadel
America and the American flag and Bulldogs. Probably LSU’s Coach Skip
the American Bill of Rights too much Bertman put it best when he said of
the Bulldogs, "They’re America’s
to let that happen without a fight.
Mr. CRANSTON
addressed
the team-touched by Abner Doubleday
himself. A real field of dreams."
Chair.
Mr. President, I salute The Citadel
The PRESIDING OFFICER. The
Bulldogs for their tremendous season,
Senator from California.
and I request that the team roster be
printed in the RECORD followed by an
article "Who’d a thunk it?" from the
APPLAUDING THE MAJORITY
Charleston News and Courier.
LEADER
There being no objection, the mateMr. CRANSTON. I applaud the marial was ordered to be printed in the
jority leader on a superb statement on
RECORD, as follows:
what America is all about and what
1990 THE CITADEL BULLDOGS
the Bill of Rights and the ConstituNo.-Name, Position. Hometown.
tion are all about. This is exactly the
1-Phillip Tobin,SS,Ch.rleston, S.C.
sort of leadership we counted upon re2-Larry Hutto, C,Hampton, S.C.
ceiving from GEORGE MITCHELL when
3-Dan McDonnell, 2B,Port Chester. N.Y.
we elected him majority leader of the
4-Jason Rychlick, OF. Spartanburg, S.C.
Senate. I am proud that we did so, and
6-Tony Skole,3B, Roswell, Ga.
I am very proud that he made that
7-Mike Branham, OF,Charleston, S.C.
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8-Derrick Rogers. C. Hertford, N.C.
9-Gettys Glaze. P. Charleston. S.C.
10-Anthony Jenkins. OF, Ladson, S.C.
11-Chris Coker, lB. Bamberg, S.C.
12-Scott Elvington. INF, Spartanburg,
S.C.
13-Mike Black, OF,Matthews, N.C.
14-Richard Shirer, P. Orangeburg, S.C.
15--Hank Kraft, P. Chesapeake. Va.
16-Kevin McGarvey, P. St. Simons
Island, Ga.
18-Cornell Caldwell. OF. Charlotte, N.C.
19-Vic Correll, INF.Nashville, Ga.
20-Bart Mays. INF. P. Collinsville, Va.
21-Steve Basch, P. Lansing, Mici.
22-Brad Stowell, P. Jacksonville, Fla.
23-Billy Baker, P. lB. Charleston, S.C.
24-Ken Britt, P. OF,Blythewood, S.C.
Eddie Graham. MGR. Austin. TX.
30-Chal Port-Head Coach.
17-Tom Hatley-Assistant Coach.
5-Ken Creehan-Assistant Coach.
WIIO’D A THUNK IT-IMPROBABLE CAST
CARRIES CITADEL TO GLORY

(By Ken Burger)
In the beginning, back in January. when
they gathered to practice in warmup suits
and on some days could see their breath as
they zipped the ball around the infield and
the aluminum bats were cold to the touch,
nobody gave it much thought.
Nor did early February send any signs.
The season started as most do, lost somewhere between the end of football and the
crescendo of basketball. They were winning
a few games, there even appeared to be a
pattern. But nobody really gave it much
thought.
In fact no one. not even their coach,
thought the 1990 Citadel baseball term
would be much different from tllose that
had come before. They were picked to finish
sixth in the eight-member Southern Conference where only seven schools play baseball.
So who’d a thunk it?
That this band of unlikely heroes would
somehow put it all together and battle their
way to the College World Series. Certainly
not the media. Certainly not coach Chal
Port, who gave his usual preseason assessment of rebuilding. Probably not even the
players, a group of 35 cadets with only seven
seniors on the roster, almost all of whom
are from South Carolina or neighboring
towns in Georgia and North Carolina.
They would go through their season, do
their best, enjoy the camaraderie and be
able to tell their sons about playing baseball
at The Citadel many years from now.
Nobody knew. Really. Nobody knew.
It wasn’t until late February, maybe early
March, when their headlines starting getting a little larger, moving to the front page
of the sports section. Bulldogs win 10th
straight. Bulldogs win 12th straight. Bulldogs extend win streak.
Soon the television stations were showing
up at College Park to get snipets of the
moment for the evening news. Win streaks
are fun to follow. They give people something to talk about over lunch. How ’bout
those Bulldogs?
And then the streak got serious. As they
approached the school record, still winning,
the pressure started building. Seventeen.
Eighteen. Nineteen straight. The school
record was 22 straight. Now people were
paying attention.
And they broke It, eventually winning 26
straight before losing to Kent State. The
ride was over. The TV cameras didn’t come
back for a while. The team went into a mild
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slump, apparently returning to reality. Everybody could relax.
But the slump didn’t last. The Bulldogs
started winning again, this time with a little
less hoopla. And by the end of the season
they won the Southern Conference regularseason title going away. No contest. Interesting. And to make things more interesting,
the conference tournament was coming to

Charleston for the first time. The pressure
was on again.
By this time, however, the warm spring
breezes of April found a Citadel team that
had genuinely come Into its own. They were
loose. They were having fun. They had
nothing to lose. And they didn’t.
They dominated the tournament, won
four straight, and earned the right to travel
to Miami for the Atlantic Regional. Everybody thought it would be a nice trip for the
boys who had played so hard. Nobody
thought they had a chance.
But they did it again. Against unbelievable odds, they beat North Carolina State.
East Carolina and the dreaded Miami Hurricanes twice to steal the regional crown and
a trip to Omaha, Nebr., for the College
World Series.
So who’d a thunk it?
Nobody was more surprised by this time
than Port. a veteran of 26 years of coaching
Citadel baseball teams. He had seen teams
with more potential go south. He had seen
some with less do well. But he had never
had a group like this.
By now the city of Charleston and the
Palmetto State were getting a little giddy
about this club. The Citadel, yes. The Citadel was in the College World Series. What a.
trip. What a story. Everybody thought it
was great. Nobody thought they had a
chance.
And when they arrived in the Midwest,
they didn’t. Not really. The other teams
were loaded. Real contenders. The Bulldogs
were just an aberration, a novelty. The only
military school to ever make it to the final
eight. Everybody talked about how they had
to march and what great manners the boys
had and how Port was one of the funniest,
most entertaining coaches around.
They lost their first game to Louisiana
State, 8-2. People thought, that’s OK, at
least they made it this far. Nobody expected
them to do anything anyway. One more loss
and they’re gone. They made a good showing. Got on ESPN.
Then they played the game of their lives.
Trailing Cal State-Fullerton 4-1 going into
the seventh Inning, they rallied. Port d(id
some of his magic coaching and strained
every ounce of talent and ability out of his
team. They won, 0-7, in a 12-inning drama
that few will forget.
So they had done it. They had at least
won a game in Omaha, proving they belonged, that they weren’t a fluke. One more
loss and they’d be coming home.
It came the next night, against LSU,
again. This time it was 6-1. a loss relayed
hack to the fans by radio because ESPN
couldn’t show it live due to its major-league
obligations. It was probably better that way.
Hearing it was less painful than watching it.
And at 4:0.7 p.m. the next day, they
touched down n Charleston. The end of a
long odyssey. The season that couldn’t have
been, had been. They became and remain
the most unlikely and humble of heroes.
For through their efforts they gave us all
something to cheer for, and gave themselves
something to remember forever. It was one
of those things that wasn’t supposed to
happen, but it did. And those are the best
kind.

Who’d a thunk it?

CONTINUING CONFLICT ON
CYPRUS
Mr. KENNEDY. Mr. President, it is
regrettable that while so many conflicts around the world are being
peacefully resolved, the nation of
Cyprus remains divided as Turkish
troops continue to occupy the northern part of the island, as they have
since the invasion of 1974.
Earlier this month, I had the opportunity to meet with the Secretary
General of the United Nations, Javier
Percz de Cuellar, and the newly elected Prime Minister of Greece, Constantine Mitsotakis-two statesmen who
share a strong commitment to the
peaceful resolution of the situation on
Cyprus.
The Secretary General is continuing
his tireless efforts on behalf of
Cyprus, despite the Turkish Cypriots’
insistence on obstructing the path to
peace. Earlier this year, the leader of
the Turkish Cypriots, Rauf Denktash,
demanded that the Secretary General
and President Vassiliou recognize his
Northern Republic of Cyprus. As a
result, the talks which the Secretary
General had planned for late February broke down before they began.
During his recent visit, the Secretary
General said that he will soon resume
his efforts to bring the two sides together, and it is my hope that this
time his efforts will be successful.
I also believe it is imperative that
President Bush and Secretary Baker
make Cyprus a higher priority for the
administration as part of the ongoing
effort to resolve the stalemate.
In addition, I was encouraged by
Prime Minister Mitsotakis’ commitment to a peaceful resolution of the
conflict. During our recent meeting,
he spoke of his desire to improve relations with Turkey. But he is concerned, as many of us are, that despite
the good faith efforts of the Secretary
General and President Vassiliou, the
situation remains unresolved.
It is my hope that the Turkish Government will use this opportunity to
improve relations with Greece and
help resolve this conflict, so that the
people of Cyprus can begin a healing
process that will permit future generations on Cyprus to live in peace and
prosperity.
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AN
ECONO-POLITICAL
SATIRE
AFTER THE STYLE OF WILLIAM SHAKESPEARE
Mr. BYRD. Mr. President, parody
and satire are among the cleverest and
most challenging forms of humor.
For this week’s issue of Business
Week, however, Alan S. Blinder, the
Gordon S. Rentschler Memorial Professor of Economics at Princeton University, has composed a satirical
parody that combines elements of classical Shakespearean forms with contemporary issues in an unusually brilliant, insightful, and amusing fashion.
I would like to share this piece from
the June 18, 1990, issue of Business
Week with our colleagues. Therefore, I
ask unanimous consent that it be
printed in the REcoRD.
There being no objection, the item
was ordered to be printed in the
REcoRD, as follows:
[From Business Week, June 18. 1990]
O!THAT THIS TOO, TOO SOLID DEFICIT
WOULD MELT!

(By Alan S. Blinder)
A few nights ago, George Bush was heard
wandering through the White House in the
wee hours, brooding.
To tax or not to tax-that is the question.
Whether ’tis nobler in the mind to suffer
The slings and arrows of outrageous political misfortune
Or to face up to a sea of deficits,
And by taxation end them.
To tax, to spend no more,
And by a rosy scenario to say we end
The structural deficit and the thousand natural shocks
The budget is heir to. ’Tis a consummation
Devoutly to be wished.
To tax, to spend, the peace dividend
Perchance to dream.
Aye, there’s the rub.
For in that dream of peace what budget surpluses may come
When we have whittled down the Pentagon’s coin
Must give us pause. There’s the hope
That may avert calamity in my term.
For who would bear the whips and scorns of
dying S&Ls,
The infrastructure’s crumble,
The Democrats’ obscene gloating,
The pangs of high interest rates,
The insolence of reporters,
And the Insults that such a man of merit
must endure
When he himself might his exit take with a
fair Boskin?
Who would bear such burdens. To grunt
and sweat before Congress,
But that the dread of raising taxes in an
election year,
That electoral abyss from which no politician returns,
Paralyzes the will,
And makes us rather bear the deficits we
have
Than fly to perils we know not of?
TERRY ANDERSON
Pollsters do make cowards of us all.
Mr. MOYNIHAN. Mr. President, I Thus the vision thing is sicklied o’er with
the pale cast of doubt.
rise to inform my colleagues that
And events of great pitch and moment Pass
today marks the 1,921st day that
us by in East Europe and at home As
Terry Anderson has been held in capwe brood upon this thought
tivity in Beirut.
And lose the capacity to act.
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Soft you now! The fair Darman! Keeper of
the budget.
Reader of the lips.
DARMAN.
My lord. I have a T-word for you
that Congress has long longed to deliver. I

stan and Pakistan, and on the east by
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may address the Senate for 3 minutes.
And does the Senator from Oklahoma
wish to address the Senate?
Mr. NICKLES. Yes.
Mr. MITCHELL. And that Senator
NICKLES address the Senate for 5 minutes, and that following the completion of their remarks, the Senate
stand in recess.
Mr. DECONCINI
addressed
the
Chair.
The PRESIDING OFFICER. The

China, remains the seat of a conflict
regional in its dimensions but potentially international in scope. Since
1947, disputes over Jammu and Kashpray you now receive it.
mir have already caused two wars beBUSHt.No. I never gave you license.
tween India and Pakistan. But another
DARMAN.
My honored lord, you know right
Indo-Pakistani battle could escalate
well you did. And when thou disavowed
sweet Sunulnu’s words. it egged those evil into a world tragedy because both
countries now possess lethal technolegislators on.
Busn. Ha!Are you honest? Are you fair?
logical weapons.
DARMAN. What means your lordship?
It is highly unfortunate that this
Busn. That if you be honest and fair, your
issue has rekindled animosities be- Senator from Arizona is recognized.
honesty would not be so questioned in tlhe
tween two democratically elected govMr. DECONCINI. I thank the Chair.
Congress.
ernments in the strategic southern
(The remarks of Mr. DECONCINI perDARMAN. Would my revenue projections
taining to the submission of Senate
have won your heart were they more cone of Asia.
Continued violence and stalemate in Concurrent Resolution 139 are located
modest? Would my interest-rate assulmpJammu
and
Kashmir
can
only
undertions have brought you cheer were they less
in today’s RECORD under "Submission
bold?
mine the stability of each nation-one of Concurrent and Senate ResoluBusn. Not likely, good Darman. Alas, we trying to solve its own internal ethnic
tions.")
stayed the clock, but now time gives our disputes, and the other struggling to
Mr. NICKLES addressed the Chair.
budget disproof. You read my lips.
move out from under the shadow of
The PRESIDING OFFICER. The
DARMAN.
Indeed. my lord, you made me.
dictatorship.
Senator from Oklahoma is recognized.
Busn. You should not have believed me,
Although recent history would disfor virtuous hope cannot
innoculate a
courage
us
from
hoping
for
a
peaceful
budget from outrageous reality, I do not
resolution of the Jammu and Kashmir
scorn the T-word now.
THE FLAG AMENDMENT
problem, the United States cannot
DARMAN. I was the more deceived.
Mr. NICKLES. Mr. President, I wish
Busl. Get thee to Capitol Hill. Bring hen afford to sacrifice hope or consign the
back great Gramm, righteous Rudman, and innocent civilians of this region to a to respond to the majority leader. He
hardy Hollings. I am myself an honest man. fate of protracted war.
made a forceful and thoughtful statebut my budget is accused of such things
Our diplomats must seize upon the ment in opposition to Senator DOLE’S
that dear Dole and duped Dukakis didst
constitutional
amendment
dealing
suffer at the polls. I am proud, revengeful, glimmers of hope that have emerged with protecting the flag. I want to reand with more budget schemes at my beck and try to transform them into endurshort
minin
just
a
couple
of
spond
than I have accounting gimmicks to give ing commitments between India and
utes.
them shape. The people know we are errant Pakistan.
One, I do think I hear strong opposiknaves all. They believe none of us. So go
Both sides have already stated that
thy way to the Hill and bring to trio here. they do not want war if they can avoid tion to Senator DOLE’S amendment,
We’ll have Gramm-Rudman III before the it.
both by Senator CRANSTON of Califordawn.
Both sides have already proposed nia, and the majority leader, Senator
(Darman returns an hour later withi
MITCHELL,
but I have a real feeling
democratic solutions for Jammu and
Gramm. Rudman, and Hollings.)
that the problem deals not so much
GRH. Double, double, toil and trouble, Kashmir that while different in form,
with the constitutional amendment;
are similar in principle.
Fire burn, and cauldron bubble. Eye of
Newt and toe of foal. Wing of Quayle and
Both sides have already denounced the problem deals with the Supreme
longue of Dole. Silvered in the moon’s
extremists who would murder their Court ruling. I think that was a miseclipse, Right-wing Turks and well-read lips. way into power.
take. By a 5-to-4 decision, the Supreme
BusH (startled).Who goes there?
And most importantly, Mr. Presi- Court threw out over 200 years of traDARMAN.Tis the trio, sir, from the Hill.
dent, both sides have compelling inter- dition and history that we have in this
Busn. Good men all. Twice before your
country. By a 5-4 decision, the Sumagic pens have the budget crisis staved. ests in achieving a settlement of this
crisis without taking up arms against preme Court totally ignored the 10th
with lofty aims and loopholes well hid. Wilt
amendment to the Constitution, in my
thou cook up one more brew to get me each other.
through 1992?
America, in this case, must become opinion, which is part of the sacred
GRAMM AND RUDMAN: Aye!
the radical defender and ambassador Bill of Rights.
HOLLINGS. Nay!
As a matter of fact, in my opinion, I
of peace. We cannot impose specific
BUsi. Partisan fiend! Return this last to solutions from afar or mettle in affairs think the 10th amendment is probably
the Hill, there to slave ’til Democrats this
that only the Indians, Pakistanis, and the most ignored amendment to the
White House regain-if "cre they do! I’ll
Constitution. Certainly, the
first
repair with great Gramm and righteous Kashmiris themselves can ultimately
Rudman and labor ’til morrow. At dawn’s settle. Yet America’s moral and politi- amendment is very important: freeresponsibilities
compel
our dom of religion, freedom of the press,
first light, we’ll see who has the upper cal
hand.
Nation-which has assisted in restor- freedom of assembly, freedom of
ing stability and prosperity to tor- speech. For 200 years, our forefathers
mented regions all over the world-to did not interpret that amendment to
THE CONFLICT IN KASHMIR
do nothing less for the people of protect a person and say, well, yes, you
Mr. WILSON. Mr. President, recent Jammu and Kashmir.
have the freedom to burn the flag, the
tensions in the State of Jammu and
The PRESIDING OFFICER. The freedom to grab spray paint and paint
Kashmir have once again brought Chair reminds the Senate that under the walls on the national monuments
India and Pakistan to the threshold of the previous order the Senate was due or on the Nation’s Capitol. There are
war. Riots have broken out, curfews to recess.
some restrictions. I do not see those
have been imposed, and death toll.s
actions as being speech.
continue to mount on both sides.
I do not think our forefathers would
EXTENSION
OF
MORNING
While the leaders of India and Pakienvision the first amendment being inBUSINESS
stan have both indicated a desire to
terpreted so broadly as to protect such
end the violence, peace in this region
Mr. MITCHELL. Mr. President, I actions.
seems ever more remote.
ask
unanimous consent that the
Finally, I call the attention of my
The tiny State of Jammu and Kash- period for morning business be ex- colleagues to the 10th amendment. It
mir, bounded on the weat by Afghani- tended so that Senator DECONCINI says the powers not delegated to the
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United States by the Constitution, nor
The PRESIDING OFFICER. Withprohibited by the States are reserved out objection, it is so ordered.
to the States respectively, or to the
people, to the people, to the States
NATIONAL AFFORDABLE
and to the people. Forty-eight States
HOUSING ACT
have laws restricting burning or desecrating the flag, which the Supreme
The Senate continued with the conCourt ignored. They had thrown that sideration of the bill.
out. The Supreme Court by a 5 to 4
Mr. INOUYE. Mr. President, what is
decision made a mistake. That needs the pending business?
to be overturned.
AMENDMENT NO. 2025
I also tell my colleagues that it is my
The PRESIDING OFFICER. The
preference that the Supreme Court
would change their mind. They over- pending business s amendment No.
2025 by Mr. CRANSTON for Mr. INOUYE
ruled the State statutes prohibiting
to the National Affordable Housing
desecration of the flag. So we passed a
Act.
national law, and they overruled that
Mr. INOUYE. Mr. President, I am
as well, by the same 5 to 4 decision.
So what is our recourse? Our only pleased to advise my colleagues that
this matter has been cleared by both
recourse now
is a constitutional
managers and it is scheduled to
amendment. My preference would be
become part of the management techthat the Supreme Court would reverse
nical amendments package. Accordingitself. That would
probably
only
ly, I ask for its immediate considerhappen when we have the change in ation.
the makeup or membership of the SuThe PRESIDING
OFFICER. Is
preme Court, I hope that happens. I
there further debate?
hope that we can have a more realistic
If not, the question is on agreeing to
Supreme Court that will read not only
the amendment.
the first amendment, but also read the
The amendment (No. 2025) was
10th amendment and read the other agreed
to.
rights: "All other rights and powers
Mr. INOUYE. Mr. President, I sugnot delegated by the Constitution to gest the absence of a quorum.
the Federal Government are reserved
The PRESIDING OFFICER. The
to the States and to the people," and clerk will call the roll.
that certainly includes protecting our
The assistant legislative clerk pronational flag. Let us allow the States ceeded to call the roll.
to make these kinds of decisions.
Mr. GRAHAM. Mr. President, I ask
They have done it well. Was the na- unanimous consent that the order for
tional liberty in jeopardy for 200 years the quorum call be rescinded.
when the States were protecting the
The PRESIDING OFFICER. Withflag? I think not. I think five members out objection, it is so ordered.
of the Supreme Court made a serious
AMENDMENT NO. 2026
mistake. I think we need to address
Mr, GRAHAM. Mr. President, I send
that mistake. The only recourse for
the time being is to change the Consti- an amendment to the desk and ask for
tution and pass
a constitutional its immediate consideration.
The PRESIDING OFFICER. The
amendment. My ultimate hope is that
we change the makeup and member- clerk will report.

ship of the Supreme Court which will
happen and they will reverse
ruling.
Mr. President, I yield the floor.

this

RECESS UNTIL 2:15 P.M.
The PRESIDING OFFICER. Under
the previous order, the Senate will
stand in recess until the hour of 2:15
p.m.
Thereupon, the Senate, at 12:49
p.m., recessed until 2:15 p.m.; whereupon, the Senate reassembled when

called to order by the Presiding Officer [Mr.SANFORD].
The PRESIDING OFFICER. As a
Senator from the State of North Carolina, I suggest the absence of a
quorum.
The clerk will call the roll.
The assistant legislative clerk proceeded to call the roll.
Mr. INOUYE. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.
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collects in terms of rents and the cost
of operating the property.
Part of the formula for calculating
that differential relates to utility
costs. For some time, the formula utilized by the Department has recognized the unusual occurrences of
severe winter days, freeze conditions,
by authorizing a heating degree adjustment factor which
essentially
allows for an adjustment for the additional costs which a public housing authority would undertake because of
unusually severe winter type conditions. There is, however, no commensurate recognition of the severity that

may occur during the times of drought
and extreme heat which we have had
in the last few years.
We have all seen scenes of these persons, particularly elderly persons and
the very young, who have been dramatically adversely affected as a result
of that. That also has an adverse
effect in terms of the economics of operating many of the public housing authority properties.

So the amendment that I have submitted would direct HUD to develop

an appropriate cooling degree day adjustment factor in the same way that
we currently have a heating degree
day adjustment factor. It would recognize a legitimate cost which is borne
by public housing authorities in virtually every area of the country which
has been subject to the severe heat of
recent years. I believe it would bring
both economic rationality and fairness
in terms of the Federal Government
meeting its obligation on an equal
basis to public housing authorities in
America.

I urge the favorable consideration of

the amendment.
Mr. D’AMATO. Mr. President, will
the Senator yield for a question?
Mr. GRAHAM. Yes.
The assistant legislative clerk read
Mr. D’AMATO. My inclination is to
as follows:
accept the amendment. I am going to
The Senator from Florida [Mr.GRAnHAM]
ask if my distinguished colleague
proposes al amendhnent numbered 2026.
would not give us an opportunity to
Mr. GRAHAM. Mr. President, I ask check what the cost impact would be.
unanimous consent that reading of the But possibly he could answer that.
amendment be dispensed with.
Does the Senator have any idea of
The PRESIDING OFFICER. With- what the implication in terms of costs
out objection, it is so ordered.
would be?
The amendment is as follows:
Mr. GRAHAM. The answer is "No."
At the appropriate place in the bill insert The reason for that is because this is
the following:
essentially a grant of authority direc"In determining the Performance Funding
tive to the Secretary to develop a forSystem utility subsidy for public housing
agencies, the Secretary shall include a cool- mula for the definition and the appliing degree day adjustment factor. The cation of the cooling days adjustment.
method by which a cooling degree (lay ad- And so you would have to know what
justment factor is included shall be identical the Secretary’s construct was before
to the method by which the heating degree you could then calculate what its eco(layadjustment factor is included.".
nomic impact would be. If you did as
Mr. GRAHAM. Mr. President, one of as I believe was done when the heating
the provisions in the current public factor was introduced, and that is if
housing authority responsibility of the you did not increase the total amount
Department of HUD is to provide of funds, it would be a matter of redisthose PHA’s with an annual operating tributing within an existing formula
subsidy. This is intended to be the dif- that attempts to assess costs to public
ference between what the authority housing authorities for their utility
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AMENDMENT NO. 2027
upon consultation with the United States
bills across on a national basis. It
would add another factor in to the for- (Purpose: To modernize United States circu- Commission on Fine Arts.
lating coin designs, of which one reverse S-’..1.
IiEI (’TION OFTi-i N.VION.A,DElIt’.
mula through which the funds were
will have a theme of the Bicentennial of
Subsection (a)(l) of section 5132 of title
allocated and distributed.
the Constitution)
31, United States Code, is amended by inBut I cannot answer the question. I
Mr. WALLOP. Mr. President, I send serting after the third sentence the followthink it is obviously a legitimate but
an amendment to the desk and ask for ing: "Any profits received from the sale of
unanswerable question until the Secre- its immediate consideration.
uncirculated and proof sets of coins shall be
tary devises his particular means of
The PRESIDING OFFICER. The deposited by the Secretary in the general
implementing the directive.
fund of the Treasury and shall be used for
clerk will report.
Mr. D’AMATO. If the amendment
The assistant legislative clerk read the sole purpose of reducing the national
were to be passed, would the Secretary as follows:
debt.".
be required to then, after he conducts
Mr. WALLOP. Mr. President, to my
The Senator from Wyoming [Mr.WALLOP]
his analysis to implement this cooling proposes an amendment numbered 2027.
knowledge, both the distinguished
days program, would that be mandatMr. WALLOP. Mr. President, I ask chairman. of the committee and the
ed?
unanimous consent that reading of the ranking member have agreed to this
Mr. GRAHAM. The amendment amendment be dispended with.
amendment. It is essentially the same
would require, determining the perThe PRESIDING OFFICER. With- language as a bill which has twice preformance funding system, which is the out objection, it is so ordered.
viously passed the Senate in this sesThe amendment is as follows:
system under which the operating subsion. The bill is S. 428, which would residies are paid, the Secretary shall inAt the end, add the following:
design U.S. circulating coins to include
clude a cooling degree day adjustment SE(i1IN 1. INUsiMINATIONS. sEI’ECIF.:ICO.vrNS.
on the reverse side the theme of the
I)SI(N O (’(INS.
AND)
factor: and that that factor shall be
bicentennial
of the
Constitution.
Subsection (d)(1) of section 5112 of title
identical to the method by which the
31, United States Code, is amended by strik- Sixty-seven Senators have cosponheating degree day adjustment factor ing the fourth sentence.
sored the bill; 278 Members of the
is currently included. That is in es- SEC’.
2. IIESIGN (’IIANIKS IlE(IIIKEnI)
(CKI’1lAINHouse of Representatives have joined
FOlIl
(I’INS.
sence what the amendment says.
as sponsors.
Subsection (d) of section 5112 of title 31.
Mr. D’AMATO. It would seem to me,
The bill has been held up in the
given the fact that we do this as it re- United States Code, is amended by adding committee in the House for reasons
at
the
end
the
following
new
paragraph:
lates to heating, certainly as it relates
which today remain unclear. It has
"(3) The design on the reverse side of the
to the additional cost, the burden that half dollar, quarter dollar, dime coin. 5-cent been delayed despite the high public
obviously does occur, that we are coin and one-cent coin shall be selected for approval and proven economic benefit
really talking about a reallocation of redesigning. One or more coins may be se- of the bill. Analysis indicated the
funds within the system without there lected for redesign at the same time, but the coin’s design would yield a net profit
first redesigned coin shall have a design to the U.S. Government of as much as
being additional funds.
I would ask the Senator if he would commemorating the two hundredth anni- $1 billion, moneys which can be used
versary of the United States Constitution
not, before we move on to his other for a period of 2 years after issuance. After to reduce the national debt.
It is a common practice among naamendment, lay this aside. I do not than 2-year period, the bicentennial coin
think that I am going to object-and I shall have its design changed in accordance tions to redesign their coins. The
possibly could accept it-but I would with the provisions of this subsection. Such United States has changed coin delike to have an opportunity to check selection, and the minting and issuance of signs 33 times before in our Nation’s
the first selected coin shall be made not history. However, we have not redewith the administration to see if they
later than 1year after the (late of the enactdo have any objection to it.
ment of this paragraph. All such redesigned signed our coins for a quarter of a cenMr. CRANSTON. Mr. President, I coins shall conform with the inscription re- tury. The theme of the redesign is imwill just add that the amendment is quirements set forth in paragraph (1) of portant: the Constitution. I urge the
managers of the housing bill to accept
acceptable from my point of view. If it this subsection."
E. :1.IIKSI(N ONON
I11IVEIISI
SIE (IF
’
COINS.
the amendment.
can be worked out to the satisfaction
Subsection
(d)
of
section
5112
of
title
31,
Mr. CRANSTON. Mr. President,
of Senator D’AMATO, then we accept it.
United States Code, is amended by adding since this measure has passed the
Mr. GRAHAM. Mr. President, I ask
at the end the following new paragraph:
Senate
unanimously five times and
unanimous consent to lay this amend"(4) Subject to paragraph (2), the design
ment aside pending the consideration on the obverse side of the half dollar. quar- since it will bring in revenues swiftly
of the next amendment.
ter dollar, dime coin. 5-cent coin, and one- that are so desperately needed, this
The PRESIDING OFFICER. With- cent coin shall contain the likenesses of side is perfectly willing and delighted
those currently displayed and shall be con- to accept the amendment.
out objection, it is so ordered.
sidered for redesign. All such coin obverse
Mr. D’AMATO. Mr. President. I cerMr. GRAHAM. Mr. President, I sug- redesigns shall conform with the
inscription tainly have no objection, and I concur
gest the absence of a quorum.
requirements set forth in paragraph (1)of
with the observations of my distinThe PRESIDING OFFICER. The this subsection.".
guished colleague from California.
SE(’.I.SKI.EKrION OF I)sFI(NS.
clerk will call the roll.
The PRESIDING OFFICER. Is
The design changes for each coin authorThe assistant legislative clerk proized by the amendments made by this Act there further debate?
ceeded to call the roll.
Mr. WALLOP. Mr. President, I just
Mr. WALLOP. Mr. President, I ask shall take place at the discretion of the Secretary and shall be done at the rate of one add that the distinguished Senator
unanimous consent that the order for or more coins per year.
to be phased in over from California has been, numerous
the quorum call be rescinded.
0 years after the date of the enactment of
The PRESIDING OFFICER. With- this Act. In selecting new designs, the Secre- times, either the sponsor or cosponsor
tary shall consider, among other factors, of this. We have worked on it together
out objection, it is so ordered.
Mr. WALLOP. Mr. President, I ask thematic representations of the following for a long time. Both of us would like
constitutional concepts: freedom of speech to see this money come to the taxpayunanimous consent that the pending
and assembly; freedom of the press: right to
business, which I believe to be the due process of law: right to a trial by jury; ers at no expense to the Government.
Mr. CRANSTON. I thank the Senaamendment of the Senator from Flori- right to equal protection under the law;
right to vote: themes from the Bill of tor from Wyoming for his leadership
da, be set aside.
The PRESIDING OFFICER. That Rights: and separation of powers, including in this issue and for his recognition of
the independence of the judiciary. The de- my efforts in this same direction.
amendment has been laid aside.
signs shall be selected by the Secretary
Mr. WALLOP. I urge its adoption.
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The PRESIDING OFFICER. The
question is on agreeing to the amendment.
The amendment (No. 2027) was
agreed to.
Mr. WALLOP. Mr. President, I move
to reconsider the vote by which the
amendment was agreed to.
Mr. CRANSTON. I move to lay that
motion on the table.
The motion to lay on the table was
agreed to.
Mr. WALLOP. Is the Senator from
Florida prepared to retake the floor?
Mr. GRAHAM. Momentarily.
Mr. WALLOP. I yield the floor.
Mr. GRAHAM. Mr. President, in a
moment I will be submitting another
amendment, but before doing so, I
have an explanation. During the committee consideration of this legislation, an amendment was offered which
now appears on page 481, beginning at
line 14, of the printed text, which relates to expedited financing construction. Essentially, the amendment
would allow the Secretary to provide

for adjustments in waivers for certain
cost limitations relative to section 202
housing. This is housing for the elderly.
I was concerned about this amendment when it was offered in committee because of its potential effect for
other 202 housing projects; that is, if
we authorized costs that were above
the norm for some projects and if the
pool of funds available for section 202
was limited, the consequence would be
that other projects that were being
constructed
within
the standards
would be adversely affected.
There have been some discussions
over the last few days among various
interested parties.
AMENDMENT NO. 2028

Mr. GRAHAM. I send an amendment to the desk, which I hope will resolve this issue, and ask for its immediate consideration.
The PRESIDING OFFICER. Without objection, the pending amendment
is laid aside. The clerk will report.

with the funding to come through a
special account denominated "Contract Amendments" for the purpose of
funding those
costs which
went
beyond normal cost standards.
Mr. President, I urge the adoption of
this amendment.
Mr. D’AMATO. Mr. President, the
Senator from New York has discussed
this with other colleagues submitting
legislation that would block grant the
202 Program. The 202 Program is a
program that constructs housing for
the elderly and tihe handicapped. It is
a program that in most areas is in
great demand and in great need. It is a
program that in high-cost areas has
developed a huge backlog. I do not
have the figures in front of me now,
but it is well over 20,000 units in the
pipeline.
By the way, the program has steadily eroded to 12,000 to 10,000 to 7,500,
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Of course, the same people who said
let us block grant it so those local communities that want it, they can build
the housing and, if they want to

enrich it with other moneys from community development, from the HOPE

Program or from the HOP Program,

why they can do this, oh, no. I can tell
you what. They went out and ginned
up and they called up all the special
interest groups to call up and say Senator D’AMATO is going to stop the 202
Program. Let us have it out on the
floor. I am not stopping the 202 Program. The program is dead now. The
artery has clogged. Only a small fraction gets through. If that is the way
you want it, let us let the people know.
By the same token I am told, well,
Senator, if you make this a block
grant program, then they are going to
slowly diminish the block grant program because they always do that, and
and this year they propose 3,800 units there will be no housing for senior citifor the entire Nation for our senior zens.
citizens, whom we venerate, whom we
I am asking my colleagues today,
talk about, whom we say we want to
where is your voice in opposition to rehelp. This is a program that communiducing the program which is a miserly
ties fight for. They want it. Twentyone now, that has about 7,500 units
plus thousand units held up in the
for the entire Nation, 8,000, and they
pipeline. That is enough for 3, 4, 5
are cutting it to 3,700. I have not
years, and, under the present budget,
heard anybody say anything.
for 7 years.
One the one hand, you say do not
Oh, we announce the grants. We
block grant it because the administrahave ribbon-cutting ceremonies, great
tion will kill that program. On the
fanfare, and nothing happens. Nothother hand, right in front of us, they
ing happens. The community-based orare reducing it by more than 50 perganization, whether it be Catholic
cent. And it does not even work. The
charities, whether it be the Federation
artery is plugged, totally plugged. Inof Jewish philanthropies, et cetera,
credible.
then runs into an incredible backlog.
I am not going to oppose this amendWhat happens? They say you cannot
develop a community room. So you ment. I just want it to be said that
when you say, on the one hand, that
build 100 units, and there is no community room. People cannot come to- we are going to fix the arteiy, we are
going to unplug it, we are going to
gether.
We are talking about basic necessities for it so people are going to have

some amenities, not just be stacked

away. This is how this pipeline has
clogged. If it were a human being they
would be dead, their arteries would
The assistant legislative clerk read have atrophied, finished, over. Yet, we
keep making these releases. Oh, we
as follows:
are building housing in New York, in
The Senator from Florida [Mr. GRAHAM]
Florida, in Pennsylvania, Illinois.
proposes an amendment numbered 2028.
On page 481, line 15, strike "shall" and When we check these areas, we will
insert the following: "may, subject to the find many of them have not gotten
availability of appropriations for contract but a small percentage of the grants
amendments for the purposes of this subsec- that were actually awarded and antion,".
nounced.
Mr. GRAHAM. Mr. President, what
Congressmen sent out the releases,
this amendment intends to do is to "Housing coming to this area," "that
recognize the validity that the Secre- area." Senators sent out the press retary should have some increased dis- leases. And you find out 6 years later,
cretion relative to high-cost projects, 7 years later the project has not been
but that those projects should be started.
funded through appropriations specifiNow, what we attempted to do was
cally for contract amendments. This to give to the Secretary of Housing an
has been, apparently, the traditional opportunity to cut through some of
way in which such extensions beyond the so-called redtape, to see to it that
the standard cost limits were author- the housing would be constructed.
ized and funded; that is, specific au- That was the purpose of the amendment.
thority to the Secretary for a waiver

push those housing units out, we want

to help our senior citizens, that is not
what has been done. When you oppose
block granting, it is so that we give to
the local communities and villages the
opportunity
to use that without
having to come here on bended knee
to ask the bureaucrats to help them,

without having to go in and get the
special interest guys who go over there
and who know somebody and get them
to unplug it or use political influence.
They, say, oh, no. No, because if you
do that, then they are going to kill the
program.
So you do not want block granting
because somehow you say that is going
to reduce the funding levels. The
funding levels are being reduced dramatically anyway, and the pipeline is
totally clogged, and you cannot even
get the Roto Rooter guy in there to
unplug it. I tell you, it does not make
much sense, and I hate to tell you, as
we proceed with this bill, that we are
not really going to be doing the people’s business if this is the way we are
going to continue.
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sufficiently high fair market rents to enable

the projects to proceed. Therefore, increasing the fair market rents is not needed.
And they go on the make the point
that the Department’s opinion is that
it has made good progress in terms of
unplugging the pipeline, and that at
this juncture they do not see the requirement to raise the fair market
rents as a significant prescription to
the malady as it currently exists.
Therefore, the suggestion that where
there is a specific case in which the necessity for increasing either limitations of cost on construction or the
limitations on the fair market rent,
that they should be handled as a discrete matter including a specific conto
tract amendment appropriation
fund that differential.
I might say, to give the Senator further solace on this day, the Department’s memo states:
Recently. dlue to cost problems in the New
York City area. tlhe Department issued instructions to the field offices which indicated that headqunarters would permit increases tlp to 260 percent of the norm. Indi-

cations are from the field office that this
should be sufficient to resolve cost problems
on cases currently in the pipeline.
Mr. D’AMATO. I am prepared
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Now, I do not know the purpose of
the amendment. It is not to cost other
people more money. I do not know. I
really do not know. I thought we were
going to unplug this line.
I would like to ask my distinguished
friend and colleague from Florida,
how does this help unplug the line?
Mr. GRAHAM. I have some good
news. The good news is in a memo I received this morning from representatives of the Housing and Urban Development. I will just read a paragraph of
the memo which they gave me on this
amendment.
They say:
However, the bulk of the pipeline to
which the D’Amato amendment would be
applicable. while in high cosl areas, have

to

accept the Senator’s amendment, but I
think it is worthy of note as it relates
to what has taken place with this program, and I would hope we are not
looking to take moneys from other
areas but we are looking to see to the
which
has a
miniscule
program

amount of housing in comparison to
the demonstrated need-not only the
need but in terms of the communities
that are ready and willing to accept it
and to build it. It is probably the
finest program that continues to deteriorate as it relates to two matters.
No. 1, the manner in which it. is administered and the fact that the administration, year after year, has cut
back on the number of units. Again, I
do not mean to be repetitious, but it
seems to me that those who argue
against the community development
block grant formulas which could give
great flexibility to the local communities argue on very weak ground, on the
ground that to do so would eventually

lead to the program’s elimination,
when the program is being melted
down in front of our eyes. It is being
eliminated in front of us.

So I will accept the amendment of
the Senator. I do not hold out much
hope for the high cost areas, to be
quite candid, but if this language will
make the Senator feel better as it relates to a certain area, I will accept it.
Mr. CRANSTON. Mr. President, I
support the amendment.
The PRESIDING
OFFICER. Is
there further debate? If not, the question is on agreeing to the amendment.
The amendment (No. 2078) was

periatures (severity of winters). HUD annually provides a heating degree day based adjustment factor for PHA’s to apply to allowable actial lhat related utility consumition
to avoid PHA windfalls when actual heat related consumption is less than the projected
consumption level because of abnormally

mild winters. Conversely, HUD will provide
additional subsidy if actual heat related
consumption

was

higher

than

had

been

forecast because of an abnormally cold
winter.
A significant inequily can occur when a
PHA heals and cools with the same utility.
This is especially so when the year-end adjustment is negative to reflect a mild winter
but the PHA also had experienced unusually high consumption of the same utility re-

agreed to.

lated to cooling because of a severely hot

Mr. GRAHAM. Mr. President, I
move to reconsider the vote by which

slullnler.
The HUD utility reconciliation method

the amendment was agreed to.
Mr. CRANSTON. I move to lay that
motion on the table.
The motion to lay on the table was
agreed to.
AMENDMENT NO. 2026

Mr. GRAHAM. Mr. President, I believe that under the previous order, we
now revert to the amendment that I
previously offered and was laid aside,
The PRESIDING OFFICER.That is
correct. The question is on agreeing to
amendment No. 2026. The Senator
from Florida is recognized.
Mr. GRAHAM. Mr. President, I ask
unanimous consent to have printed in
the RECORD a letter from the Housing
Authority of the city of St. Petersburg, signed by Mr. Edward White, Jr.,
executive director.
The PRESIDING OFFICER. Without objection, it is so ordered.
There being no objection, the letter

was ordered to be

printed

in the

RECORD, as follows:
T[lE HOUSING AUTHOIITY OF THE
CITY OF ST. PETERSBURG, FL.
April 19, 1990.
Hon. Bon GRAHAM,.
U.S. Senate. 241 Dirksen Senatlc Office
Building. Wuslitinlgon, DC.
DEAI SENATOR GRAlHAMI:
Thank you for the

does not recognize the dual use of a single

utility for both cooling and heating and has
no process to adjust for cooling degree (lays.
In response to a previous congressional Iniquiry about the referenced inequity. HUD
reasoned that use of a cooling degree clay
adjustment factor would involve significant
technical problems which are not as extensive as those encountered for heating degree
tiny adjustment factors. According to HUD,
the problem of isolating cooling costs is inherently complex because most PHA-owned
air conditioning systems use electricity
which is not generally separately metered
and includes household lighting and cooling, and possibly other electrically powered
uses.

HUD’s reasoning is specious at best. Any
electrically heated building also uses electricity for household lights, cooking and
sometimes for hot water production. Similarly, natural gas is often used for heating
and for hot water production.
HUD requires PHA’s to apply the heating
degree clay adjustment factor whether the
utility involved is used just for heat or not.
Obviously, the fact that PHA units which
are air conditioned by a utility which is also
used for household lighting should present
no greater problem in a cooling degree ad-

justment factor than isIpresently the case of
the heating degree day factor.
Moreover. the Housing Authority of the
City of St. Petersburg has prepared a
method to estimate use of electricity for
cooling purploses based upon a comparison
time you spent with me and other members of heating and cooling degree clays which
of the Florida Association of Housing and equitably approximates the relative use of
Redevelopment Officials last month in the utility for heating and cooling. The data
Washington. We all enjoyed meeting you used for these calculations was obtained
and having the opportunity to share our from the National Weather Service. the
concerns pertaining to PHA operating prob- same source used by HUD to obtain heating
lems and pending housing legislation.
degree (lay data.
One of the matters about which you have
Unlike most areas of the country. Sunbelt
PHA’s,
particularly in Florida and south
expressed particular concern and had asked
for more detailed informnation involved cer- Texas. use electricity more to power cooling
tain inequities in the method(s) HUD uses systems than to heat. It is grossly unfair to
to adjust and to reconcile actual PHA utility adjust allowable consumption downwards in
consumltion to projected utility consump- a Sunbelt PHA because of a mild winter
tion at the end of each PHA fiscal year.
when in fact the affected utility was used
Tile referenced HUD methods for year- primarily for cooling and was thus unaffectend reconciliation strongly disfavor PHA’s ed by the mild winter.
located in warmer climates. PHA’s project
In the above referenced HUD response, it
future utility consumption dutring their was claimed that there is no data available
annual budget process by using a three (3) to measure the extent to whiich a cooling
year rolling base period of actual consumlp- degree day adjustment factor is needed to
tion. The amount of PFS utility subsidy is ensure rieasonable equity.
determined by factoring current utility
In fact, the St. Petersburg PHA provided
rates into the projection of utility consump- data which graphically demonstrated that
the present utility reconciliation method
tion.
However, real PHA utility consumpltion which does not take into account cooling
related to heat may deviate from the projec- degree clays unfairly penalized St. Peterstion based tponl annual variations in tem- burg In tlhe amount of $46,000 in our fiscal
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year-end March 31, 1989. quite a substantial
loss for an authority of our size.
The HUD response further states that
PHA’s in warmer climates have only a limited proportion of their units equipped with
air conditioning equipment. Thus. the absence of a cooling degree day adjustment
would be offset by the small proportion of
units affected.
HUD’s claim is wholly erroneous. The percent of St. Petersburg PHA-owned low rent
public housing units which is air conditioned is 32% of the total. The percent of
PHA-owned low rent public housing units
which are air conditioned is actually considerably higher when you factor out the
number of units where utilities are purchased by the residents, and thus not affected by the year-end adjustment factor. Of
the units where the PHA purchase utilities,
the percent air conditioned is 65%.
Both the data base and the methodology
to devise a cooling degree day adjustment
factor in order to provide equity to Sunbeltbased PHA’s is available. HUD should either
immediately promulgate rules for a cooling
degree day adjustment or waive the yearend utility reconciliation for PHA’s who use
the same utility for heating and cooling.
I have drafted a suggested form letter for
you to use to enlist the support of other
members of thle Sunbelt Caucus.
Sincerely.
EDWARD WIrTE. Jr.
The PRESIDING
OFFICER. Is
there further debate on the amendment 2026.
Mr. D’AMATO. Again, I am going to
ask my distinguished colleague if he
would not withhold, because I do want
to have an opportunity to check with
the administration. I am willing to
accept it, but I would like to ascertain
if they have any serious, strenuous objection. If they do, depending upon
who raises it, then I might even go
along with the Senator on it. Did the
Senator get that?
Mr. GRAHAM. The Senator heard
those encouraging remarks.
Mr. D’AMATO. It seems to me, if we
can, it makes sense that air-conditioning today should be considered as a
cost element. I am ready to accept it,
but I just do not want them to indicate they did not have an opportunity
to seriously object. But, barring any
serious objection, I am ready to accept
it.
Mr. GRAHAM. I would like to underscore this is not just an air-conditioning amendment, although that is
one factor during a severe heat period.
It also relates to the fact people use

other utilities, refrigerators, lights.
There is an additional whole array
of items that function with the type of
severe heat that this Nation has been
experiencing in recent summers. It
ought to be recognized.
Mr. D’AMATO, Mr. President, I
agree with the Senator. Personally,
my own preference would be to be supportive. I do not anticipate any difficulty in disposing of it in a very few

minutes.
Mr. GRAHAM. I have no objection
to laying this aside subject to the consideration of the next amendment.

The PRESIDING OFFICER. Without objection, the amendment is laid
aside.
ORDERO I’IIOCEDURE

Mr. CRANSTON. Mr. President, I
would like the attention of the Senator from New York. I am about to propound a unanimous-consent agreement just so Senators know what is
happening to expedite business.
I ask unanimous consent that we
proceed in the following order for the
next few rounds on this bill. First, an
amendment by the Senator from Connecticut, Senator LIEBERMAN; then
Senator ALAN DIXON will have an opportunity to speak to the bill briefly;
then two amendments by the Presiding Officer at the moment, Senator
SANFORD: and, then an amendment by
Senator WIRTH; that we go in that
order.
Before we reach the end of that line,
I hope we can agree on further amendments which will include some Republican amendments which will later be
offered.
The PRESIDING OFFICER. Without objection, it is so ordered.
Mr. LIEBERMAN. Mr. President, I
rise to support the bill and to commend our colleagues in taking the
leadership in bringing it before us.
America’s housing shortage is a
crisis that effects virtually every
region of our country. Hundreds of
thousands, perhaps even millions, of
our fellow Americans neither own nor
rent shelter. Many must use emergency shelter spending 13 months there
on the average at tremendous cost to
the
American
taxpayers.
Others
double or triple up with relatives or
friends.
Those are the unseen homeless who
put further stress on their already
heavily burdened lives. Young families
trying to get a fresh start in the world
find that the American dream of home
ownership is fast becoming a nightmare of astronomical housing costs
and unachievable downpayments.
This National Affordable Housing
Act which has been so ably crafted by
my colleague from California, Senator
CRANSTON, my colleague and neighbor
from New York, Senator D’AMATO, and
their colleagues on the Banking Committee helps turn the American dream
into reality for millions of our fellow
Americans. It is a worthy and reasonable bill that will help State and local
governments respond to the housing
crunch within their borders in a fast
and cost effective way. It moves Government back into the business of
helping to give Americans a roof over
their heads.
Even advocates of a limited role for
Government in the life of our Nation
cannot fairly deny that providing shelter is a basic task of Government.
I am honored that the National Affordable Housing Act, this bill before
us now, contains two concepts that
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were included in legislation that I introduced last April.

One provision of the legislation of
course makes security deposit grant
programs eligible for Federal housing
funds. This is a proposal that I based
on a similar program that was pioneered in the State of Connecticut.
The program in Connecticut recognizes that many people who live in
emergency shelters, or who are doubled up with relatives and friends in
inadequate housing, actually have jobs

and can afford to make monthly payments.
What they cannot afford to do is to
cope with the security deposit and the
first month’s rent that most landlords
naturally require before they allow a
tenant to move in. A security deposit

grant program allows the Government
to provide the landlord with that security deposit and first month’s rent.
It helps the homeless make the leap

from emergency shelters into rental
housing. It is a cost-effective response
to the problem of homelessness because the Government, if Connecticut’s experience is a guide, will actually get back most of the money it invests in security deposits and first
months’ rent from the landlords after
the tenants move on to other housing.
It also helps reduce the astronomical
amount of money that taxpayers are
offering into emergency housing programs. I know we have all heard
horror stories about the Government
paying a $2,000 a month tab to a socalled welfare hotel operator per
room.
For the cost of less than 1 month’s
rent in such an emergency shelter, the

Government is going to get that back
at the end of the lease. We can help
many families move into their own
apartments where they can pay the
rent instead of the taxpayer paying it
every month.
In the first 2 years of this programs’
operation in Connecticut, I am pleased

to report that more than 2,000 homeless families actually became renters,
thanks to the security deposit grant
program. By helping to channel funds
to such programs around the Nation

this bill will help many, many thousands more to make that big move into
a place of their own.

The second feature of this legislation which I have been proud to work
with the committee on is its focus on
rehabilitation of existing buildings for

housing. I can tell you, Mr. President,
that in my own State of Connecticut,
in cities like Bridgeport, New Haven,

Hartford, there exists many dozens of
buildings that are empty and in various stages of disrepair. Those build-

ings are a blight on their neighborhoods, they are eyesores, they are
health hazards, they are breeding
grounds for crime, and drug abuse.
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But abandoned buildings also represent an opportunity. This bill recognizes that opportunity. It is an opportunity to provide housing for the
homeless and those who live in inadequate shelters in apartments.
The National Affordable Housing
Act requires the recipients of Federal
housing funds to give priority to rehabilitation of existing buildings where
feasible. I think by emphasizing the
rehabilitation of buildings that already exist this bill will minimize the
construction of massive new housing
projects, projects that take a lot of
time and money to build. Renovating
existing structures is clearly quicker
and cheaper, and it can provide the
spark for the rehabilitation of whole
neighborhoods.
Mr. President, I am proud to be a cosponsor of this legislation. I urge my
colleagues to support it,

(5) the Federal Government has a responsibility, as the owner and operator of the
Nation’s largest inventory of buildings in
every geographical region, to seek reductions in the costs of constructing and operating buildings:
(6) the Federal Government has expended
hundreds of millions dollars in support of
research and development of technologies
tlat could be applied to buildings, but the
results of that research are not applied to
the Federal Government’s buildings because
the current procurement system makes it
difficult for new building technologies to
compete successfully
with
conventional
technologies:
(7) the building industry, which has historically accounted for a significant portion
of the gross national product, is now confronted with increasing foreign competition
that threatens domestic companies in important market sectors, with corresponding
substantial losses in employment:
(8)
current
institutional
constraints
impose high costs and require as much as 20
years to obtain the necessary market acceptance of new building technologies and
AMENDMENT NO. 2029
therefore inhibit the private sector of the
(Purpose: To create a consortium consisting
economy from investing in such worthwhile
of members from the public and private
endeavors;
sector to develop and promote the use of
(9) the development of a cooperative pronew, cost-saving building technologies, gram between the Federal Government and
and for other purposes)
a responsible entity representing leaders of
Mr. LIEBERMAN. Mr. President, I the building industry who are concerned
send an amendment to the desk and with improving the above described conditions and capable of providing expertise and
ask for its immediate consideration.
The PRESIDING OFFICER. The leadership to provide for the introduction,
use and evaluation of cost-saving technologclerk will report.
ical innovations in new and existing buildThe legislative clerk read as follows: ings owned and operated by the Federal
The Senator from Connecticut [Mr. Government. could facilitate the introducLIEBERMAN] proposes an amendment
tion and the early use of such cost saving innovative building technologies by Federal.
numbered 2029.
Mr. LIEBERMAN. Mr. President, I State and local public agencies and by the
private
sector of the economy:
ask unanimous consent that reading of
(10) while a new cooperative program of
the amendment be dispensed with.
the Federal Government and the building
The PRESIDING OFFICER. Withindustry is needed to facilitate introduction
out objection, it is so ordered.
of technological innovations, various private
The amendment is as follows:
organizations and institutions, private inAt the appropriate place, insert the fol- dustry, labor, and Federal and other governlowing new title:
mental agencies and other entities are presTITLE -FEDERAL GOVERNMENT CO- ently engaged in building research, techiology
development, testing and evaluations
OPERATIVE PROGRAM WITH THE
and information dissemination and these caADVANCED BUILDING CONSORTIUM
pabilities should
be effectively
utilized
SE’.. SinliT TITI.E.
wherever possible and appropriate in the
Tils title may be cited as the "Advanced
implementation of this Act: and
Building Consortium Act".
(11) an authoritative nongovernmental inSE(.. .VINDINGS.
strhtmentality needs to be created by the
Federal
Government to address the probThe Congress finds that(1) there is a growing shortage of afford- lems and issues described in this section.
able housing for newly formed households, with the advice and assistance of the varilow- and moderate-income families and the ous sectors of the building community, including labor and management, technical
homeless:
(2) one significant reason for this critical experts in building science and technology
shortage is the high cost of constructing and State and local governments.
COiNSiOiItI .UI
TIItlIZATzrIN.
new housing or renovating existing build- SEC. .
ings:
(a)ESTABLISHMENT.-There is established.
(3) recent technological advances could be
for the purposes described in section
,an
applied to the design, construction, mainte- appropriate nonprofit, nongovernmental innance and operations of buildings which
strument to be known as the Advanced
could significantly reduce costs:
Buildings Consortium (hereafter referred to
(4) the unique characteristics of the build- as the "Consortium"), which shall not be an
ing industry, which is highly diversified and agency or establishment of the United
composed primarily of small businesses that States Government. The Consortium shall
are continually confronted with a wide vari- be subject to the provisions of this title and.
ety of financial, technical and regulatory to the extent consistent with this title, to
the District of Columbia Nonprofit Corporauncertainties, make it difficult for those responsible for the design, construction, in- tion Act.
and
fi(b) DIRECTORS.-The Consortium shall
stallation, operation, maintenance
have a Board of Directors (hereafter renancing of buildings to assume additional
ferred to a tile "Board") consisting of not
uncertainties and risks which they associate
less than 15 nor more than 21 members who
with innovative building technologies;
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shall be appointed by the Secretary of
Housing and Urban Development, in consultation with cooperating Federal agencies,
from among senior executives representing
the various segments of the building community of the various regions of the country with extensive experience in building industries. Including (1) representatives of the
building industry, product manufacturers,
and experts in health, fire and safety, and
(2) members representative of the public interest highly experienced in building technologies, including architects. professional
engineers and representatives of consumer
organizations. No Federal official shall be a
member of the Board. Members of the
Board shall not participate in any deliberations of tie Board affecting technologies or
related matters where they hold a financial
Interest or membership in, or employment
by, or receive other compensation from, any
company, association. or other group associ-

ated with the manufacture, distribution, installation, or maintenance of the building
products, equipment, systems, subsystems,
or other construction materials and techniques associated with the building technology under consideration or with the conventional technology for which the new technology may be a substitute.
(c)No STOCK.-The Consortium shall have
no power to issue any shares of stock or to
declare or pay any dividends. No part of the

income or assets of the Consortium shall
inure to the benefit of any director, officer,
employee or other individual except as

salary or reasonable compensation for services.
(d) POLITICAL CONTIrIBTIONS.--The Consortium shall not contribute to or otherwise
support any political party or candidate for
elective public office.
SE’.

.(P’ON TSIllt’ Fi’N("CTIUN
AMI)IIESI’ONSIIIn.IrlEKS
(a) IN GSNERAL.-The Consortium shall
conduct research involving, and take actions
to facilitate and promote the use of, new,
cost-saving building technologies. In carrying out its activities, the Consortium shall(1) select and evaluate new building technologies, including energy cost savings technologies, that conform to recognized performance criteria and meet test standards
for maintenance of life. safety, health, and
public welfare when used in occupied buildings:
(2) conduct needed investigations in direct
support of paragraph (1);
(3) conduct economic analyses of proposed
new technologies when produced and installed in buildings at volumes associated
with comparable conventional technologies;
(4) in collaboration with cooperating Federal agencies, advise building designers, installers. subcontractors, contractors and supervising officials responsible for buildings
in the appropriate design and use of the innovative building technology incorporated
In federally owned or operated buildings:
(5) in collaboration with cooperating Federal agencies, monitor and evaluate the performance of new building technologies for
at least 1 year after installation and building occupancy; and
(6) assemble and disseminate technical
data and other information directly related
to activities described in paragraphs (1)
through (5) of this subsection.
(b) DELEGATION AND MONITORING.-The
Consortium, in exercising its functions and
responsibilities described in subsection (a)
of this section, shall-
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(1) assign and delegate to the maximum
extent possible, responsibility for conducting each of the activities described in sub-

(3)

in collaboration

with

t1ie

Federal

agency. monitor and evaluate tile perform-

ernmental entities that have a demonstrat-

ance of the new technology: and
(4) prepare reports to be made available to
public agencies at all levels of government,
to the industry and to the public on the per-

ed capacity to exercise or contribute to the

formance of the new technology.

exercise of such responsibility.

(c) PROCUREMENT WAIVER.-Each Federal
agency participating in this program is authorized to waive tile applicability of procurement laws or regulations and deem the
Consortium to be a sole source of tile
agreed-upon new technology for tile selected building or facility. Competitive bidding
for all other work in tie selected building or
facility siall conform withl Federal building
procurement regulations.
(d) SET-ASIDE.-Each Federal agency participating in this cooperative program shall
set aside special funds in its annual appro-

section (a) to private organizations, institutions, agencies, and Federal and other gov-

(2) monitor the performance achieved
through assignment and delegation, and
(3) when deemed necessary, reassign and
delegate such responsibility.
(c) CONSISTENCY

WITH OTHER LAW.-The

Consortium, in exercising its functions and
responsibilities under subsections (a) and
(b)of this section, shall(1) assure to the extent possible that its
actions and recommendations are consistent
with nationally recognized performance criteria, standards, and other technical provisions of Federal, State. and local building
codes and regulations and conform with

generally accepted community and environmental standards: and
(2) consult with tile Department of Justice and other agencies of Government to
the extent necessary to insure thllat the national interest is protected and promoted in
the exercise of its functions and responsibilities.
SEC. .

)En .
\l,
I’.P
RTICI’.VriON.

(a) COOPERATIVE PROGRAM.-The Secretary

of Housing and Urban Development, the
Secretary of Defense, the Secretary of Agriculture, the Secretary of Energy, and the
Administrator of General Services. and
other departments, agencies and establishments of tle Federal Government having
responsibility for more than 1.000 buildings
or for operating buildings at an annual cost
of at least $1.000.000 shall participate in a
cooperative program with the Consortium
to develop and implement programs to incorporate one or more of tile recommended
new technologies in a new or existing building withlin each department. The initial selection of the new technology and tile specific building project in which tle new technology will be incorporated shall be determined jointly by the cooperating Federal
agency and the consortium w\ithin 1 year
after the date of enactment of tils Act. The
technology selected shall be appropriate to
the building selected, and its intended uses,
and shall offer maximum opportunity to
demonstrate cost savings.
(b) REQUIRED

ASSURANCES.-Upon

agree-

ment between the Federal agency and the
Consortium with respect to the selection of
the appropriate technology and the schedule of necessary work, the Consortium
shall(1) provide the Federal agency with a 5year guarantee from the technology manufacturer that all necessary corrections to
the technology will be made iln tle design.
Installation, and maintenance of the technology and that all malfunctions will be repaired without delay and that the technology manufacturer will be responsible for removal of tle technology in the event of its
failure to perform as required;
(2) provide tle Federal agency and its officials responsible for constructing or renovating the buildings utilizing the new technology, as well as the designers, installers.
subcontractors and contractors responsible
for the design, construction or renovation of
the buildings utilizing the new technology
with the technical information necessary to
assure the most appropriate use of the new
technology:

priated building construction and renova-

14521

This Advanced Building Consortium
which I am proposing would be composed of leaders in the construction industry, product manufacturers, contractors, engineers, and architects appointed by the Secretary of Housing
and Urban Development. They would
work to discover and renew building
technologies.
The consortium would then recommend the most promising of these innovations to the Federal Government
for use in Federal buildings and other
structures built with Federal funds including military housing and housing
for the homeless.
I think the American economy

would benefit because new building

technologies
can
be
tested
and
brought to wide acceptance and usage
through the construction industry
with the aid of these Federal pilot
projects. The
American
taxpayer
(e) ANNUAL, REPORT.-Each participating
would benefit because structures built
Federal agency shall report annual to the
with their tax dollars would be built in
Congress or its efforts to implement the
a more cost effective and energy effipurpose of this Act.
cient manner without the need for
S.VC...\l"l’ll1Ilti%.V’ri11 .
them to pay for the cost of developing
There are authorized to be appropriated
such technologies.
to tie Consortium an amount not to exceed
Mr. President, last year I introduced
$500.000 for each of tie first 2 years of the
Consortium’s operation. Such funds shall a bill, S. 1479, which supports the
search
for new ways to lower building
remain available to the Consortium until excosts. Today I am offering this provipended.
sion as an amendment to S. 566. I Na,S.E . N ’. II ’OltT.
The Consortium shall submit aa
a
nnual tional Affordable Housing Act because
report for the preceding year to tile Presi- by lowering construction and energy
den for transmittal to the Congress within costs we make housing more afford60 days of its receipt. The report shall be a
able to the Federal Government and
comprehensive and detailed report of the to individual consumers.
Consortium’s operations,activitics, financial
This amendment would create a Fedcondition, and accomplishments under this
title and of the extent of the cooperation re- eral-private sector cooperative proceived from participating Federal agencies. grams, the Advanced Building Consortium, which would facilitate the introand may include recommendations as the
Consortium deems appropriate.
duction and employment of new techMr. LIEBERMAN. Mr. President, nologies in building construction. In a
consortium
this amendment would create a new nutshell, the industry
public-private sector cooperative pro- would recommend new technologies to
gram called the Advanced Building the Federal Government and then
Consortium which would be designed monitor the performance of these new
to facilitate the development and em- cost and energy saving products in the
ployment of new technologies in build- laboratory of a Federal building.
The fragmented nature of the building construction.
The goal of this program would be ing industry has always been a great
disincentive
to innovation in constructo advance building techniques that
will result in cheaper, safer, and more tion. No single company accounts for
energy efficient structures. The frag- more than 1 percent of new construcmented nature of the building indus- tion nationally. Construction compatry in America today inhibits construc- nies are thinly capitalized and, therefore, unable to develop or finance new
tion innovations.
I have heard this from people who products. It often takes 10 to 20 years
spend their lives and earn their liveli- for a new building product to gain genhoods in the construction industry. It eral market acceptance, even when a
can take 15 to 20 years for a new build- product is proven safe, reliable, and
ing product or technology to gain gen- beneficial. The smoke detector waited
eral market acceptance long after it
14 years before achieving a level of
has been proven safe and reliable. general acceptance.
Architects, builders, and engineers
That means the way in which we build
homes and offices today has been woe- are reluctant to use new products befully little changed from the way we cause of high liability insurance costs
built it in the sixties, despite the tre- and the prohibitive price of any new
mendous advances in science, engi- technology which is not yet in full
neering, computers, and other fields production. Contractors are also relucthat can have some impact on the con- tant to take on the risk of a new technology.
struction industry.
It
tion budget, in all amounl
exceeding
$1,000,000 ill any fiscal year to provide for
the costs of testing, monitoring, and evaluating the new technologies employed in this
program.
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Due to this institutional aversion to
change, building technologies have remained, for the most part, at the same
level as immediately following the
Second World War. Although energy
costs have soared and the building
sector now consumes 62 percent of the
Nation’s $150 billion annual electric
bill, construction technology has not
been updated to keep energy costs
down. Unless we encourage the new
technologies in construction, greater
energy efficiency and lower costs
remain an impossibility.
This amendment would spur development of new building and housing
technologies. The amendment enables
the
rs of tconstruction industhe leaders
try-product manufacturers, contractors, engineers, and architects--who
have the strongest interest in innovative products to form a consortium to
develop new ideas. This independent

consortium will recommend the most
promising innovations to the Government for use in both existing and new
buildings. If they are workable and
cost saving, the new products in Federal buildings will provide the public and
the construction industry ’wit the information they need.
Using Federal buildings as a test
ground sharply reduces the amount of
development time necessary to bring
new technologies to market. The Government, taxpayers and future home
buyers will benefit from the development and testing of these new products. The Federal Government will be
able to utilize new products without
bearing the development costs, Federal buildings and housing will enjoy
lower operating costs when the prod-

ucts prove successful, and consumers
will benefit from having the new cost
effective technologies on the market.

The

Federal

Government

is

no

stranger to research and development
projects for building technology. It
has spent tens of millions without industry assistance in research without
practical application. Sadly, the fruits
of these tests, papers, reports have re-

buildings. I believe this amendment is
an important component in legislation
designed to make housing more affordable.
Mr. President, I understand that
both Senator CRANSTON and Senator
D’AMATO have had an opportunity to
review this amendment. I have reason
to believe that they are both prepared
to accept it. I certainly encourage
them to do so, and thank them for the
interest and cooperation.
the
addressed
Mr. CRANSTON
Chair.
The PRESIDING OFFICER. The
Senator from California.
Mr. CRANSTON. Mr. President,
Senator LIERERMAN has been very
active in the development of the housing bill which is now before us in the
Senate. I commend him for his efforts.
I commend him for the insights he has
offered on homelessncss, low-income
housing preservation, and housing affordability.
The amendment was part of a bill, S.
1479, which he introduced several
months ago. Connecticut, like my
State of California, has seen home
prices escalate out of the reach of
many low- and moderate-income families, especially young families just
starting out.
This amendment would create an independent consortium to facilitate the
development and adoption of energyand cost-savin
housing
hou
efficiency
technologies. I support the amendment offered by my colleague from
Connecticut.
Mr. D’AMATO. Mr. President, I support the amendment offered by Senator LIEBERMAN from Connecticut. I
commend him. It makes sense, and it
is sound. If we can build and bring
these kinds of consortium to fruition,
it is going to make our housing dollars
for those who need housing go much
further. We accept the amendment. I
commend the Senator from Connecti-

cut for his thoughtfulness.
The

PRESIDING

OFFICER.

Is

suited in only a modest level of inno- there further debate?
Mr. LIEBERMAN. I thank the Senators for their support, and I urge adoption of the amendment.
The PRESIDING OFFICER. The
question is on agreeing to the amendment of the Senator from Connecticut.
The amendment (No. 2029) was
agreed to.
Mr. CRANSTON. M.r President, I
move to reconsider the vote.
Mr. D’AMATO. I move to lay that
motion on the table.
The motion to lay on the table was
Within a short period of time, the suce.. agreed to.
Tihe PRESIDING OFFICER. Under
cessful results of these pilot programs
will be disseminated to all other areas the previous order, the Senator from
of the building and construction indus- Illinois is recognized.
Mr. DIXON. Mr. President, as an
try. Use of the technologies in private
construction would have the stamp of original cosponsor of S. 566, the Naapproval of experience in Federal tional Affordable Housing Act, I rise

vation. The people who would use the
innovations want actual results not a
paper report produced in a laboratory.
The advanced building consortium
would ensure that new technologies
are used in actual construction and
then reviewed for widespread use with
industry’s cooperation. The result
would be a proven product rather than
a report.
If the advanced building consortium
is implemented, new cost-saving and
energy efficient technologies can be
introduced into Government buildings.
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today to urge my colleagues in the

Senate to support this bill.
First, Mr. President, may I commend
the chairman of the Housing Subcommitce, the distinguished senior Senator from California, Senator CRANSTON, and
the ranking
minority
member, my friend from New York
State, Senator D’AMATO, for their outstanding leadership in producing a significant housing bill.

This has been a 3-year bipartisan
effort which reflects our adoption of
proposals and suggestions from the

private and public sectors, including
State and local officials, assisted housing residents and advocates, and many
other individuals, groups and organizations that have an interest in housing
programs.
From time to time, I have addressed
this body on the critical housing needs
Howeer,
country.
oe
I continue to
of this onry

be concerned about the miserable failure of our assisted housing programs,
and the adverse impact it has on low-

and moderate-income individuals and
families.
Since 1981, federally assisted housing programs have been slashed by
more than 80 percent. As a result,
today, many areas of the country are
experiencing an acute shortage of
available and affordable decent housing.

The number of low-income families
seeking affordable housing currently
outstrips the supply available to them.
Many low-income families have been
forced into housinto
hg
well beyond their
means.
Mr. President, we can not afford to
turn our backs on these less fortunate
individuals and families. I am committed to the goals of providing affordable housing, homeownership, jobs,
and opportunities for all Americans.
These are major components of the
American dream.
Among other provisions, S. 566 establishes a permanent solution to the
housing prepayment problem, with
emphasis on preserving the lowincome character of housing units. As
you know, prior to enactment of the
1987 housing authorization bill, HUD’s
221(d)(3) and 236 programs allowed
owners of federally insured low- and
moderate-income
housing
units to
prepay their 40-year mortgage loans
after 20 years. Experts estimate that
because of this dilemma, within the
next 15 years, nearly 250,000 multifamily units could be lost.
However, S. 566 removes the temporary extension in the 1987 law and establishes a standard value for the
property. Additionally, S. 566 provides
options to property owners so that
they may extend the low-income use
of their housing units, transfer the
housing to existing residents or other
qualified purchasers, or prepay and
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convert the housing to market rentals
or condominiums.
I wish to also highlight the provision
in the bill which extends FHA-insured
mortgages for 2 years at $124,875. As
we continue to negotiate with HUD on
reforming FHA to actuarial soundness,

are unsuccessful in providing shelter amendments with a package amendto families who need it. I am hopeful ment that has been worked out by the
that the House-Senate conference
minority and majority staff of the
committee will take a careful look at committee.
this provision.
The PRESIDING OFFICER. The
I am deeply concerned about the size Senator from New York.
of the Federal budget deficit and will
Mr. D’AMATO.
Mr. President,
I hope that a compromise can be do all in my power to see that it is re- before we proceed, I, too, congratulate
reached on which we can all agree.
duced. I am equally concerned about Senator DIXON, our colleague from IlUnder the administration’s initia- the disproportionate share of cuts linois, for his work on this bill and
tive, Homcownership and Opportunity that have been made in HUD-assisted
many provisions in this legislation,
for People Everywhere [HOPE]Grant programs since 1981.
particularly as it relates to tenant
Program, S. 566 permits low-income
However, I believe that the $3.1 bil- management, giving people an opporfamilies to become owners of proper- lion in budget authority that is pro- tunity to provide good sound manageties held by Federal, State, and local posed in S. 566 is fiscally responsible ment so there is a decent standard of
agencies. Additionally, S.566 provides and program sound. I also believe that living, so there is safety and soundness
grants to help residents in FHA dis- the bill gives affordable housing the in the housing programs instead of
tressed and foreclosed multifamily priority it deserves on our national just shoveling out hundreds
of milagenda.
buildings to purchase and maintain
lions of dollars and not getting the
Mr. President, I support S. 566, and I
their properties.
tenants involved so they can help proAs sponsor of the resident manage- call on my colleagues to approve it.
vide for their own security and needs.
May I finally say, once again, I
ment of public housing provision in
He meant it, felt it, and made it a part
the 1987 housing bill, I believe that warmly congratulate my colleagues.
of the legislative package. I think he
public housing homeownership and the distinguished senior Senator from
should be commended for it, not just
resident management give low-income California, and my friend from New
in the legislation, but it is over a histopersons a greater stake in their hous- York State.
ry of time that Senator DIXON has
Few people outside this room know
ing, and a greater sense of responsibilbeen concerned in this area.
ity for their lives. Where public hous- how much time and energy these two
Certainly as someone whose family
ing units are managed by residents, men have devoted to this cause over a
lived
in a project, I certainly apprecithere have been improvements in the period of years. I am on the committee
ate
that. I think for people who live in
overall living conditions in the units, that is jurisdictional. I suppose that
as well as decreases in the incidence of these two Senators have spoken to me these projects, and many have deteriovandalism, maintenance costs, and several hundred times about various, rated, it is only when we empower the

changes in this bill. They have worked
assiduously for years in the service of
Other significant features of S. 566 their constituencies and the people of
America to give us an affordable housinclude:
First, the creation of a Housing Op- ing bill. I think these two Senators deserve
the accolades and the warmest
portunity Partnerships [HOP] Programn
where States and localities personal regards of their colleagues
would be responsible for developing and the folks of America for this extheir own housing strategy, and for se- cellent work product.
I thank you, Mr. President, and my
lecting and adapting appropriate ways
to expand their supply of affordable distinguished colleagues from California and New York State for the pleashousing:
Second, revision of housing pro- ure of working with them on this legisgrams for the elderly, disabled, home- lation and congratulale them heartily
less, and low-income families with chil- on a job well done.
The PRESIDING OFFICER. The
dren to include supportive services;
Third, assistance to the Farmers Senator from California.
Home Administration for rural housMr. CRANSTON. Mr. President, I
ing homeownership;
thank the Senator from Illinois very,
Fourth, reauthorization of the Com- very much for his hard work and conmunity Development Block Grants tributions to this measure and for his
remarks just now in support of it and
Program; and
Fifth, authorization of an increase for his remarks about the efforts that
of $3.1 billion in budget authority over I and Senator D’AMAro have made as
chairman
and
ranking
minority
the fiscal year 1991 baseline.
Although, as a compromise, I sup- member of this committee. I am very
port consolidating the Public Housing grateful and look forward to working
Development Program into the HOP with Senator DIXON as we complete
Program, I continue to be troubled by action on this bill. We have a few hurit. Low-income constituents tend to be dles yet to surmount.
May I ask the Senator from North
less politically active, therefore, they
are less likely to receive funds in a Carolina if he is ready for his amendment?
competitive grant program.
Mr. SANFORD. Mr. President, 1 am
As you arc aware, the Public Housing Development Program has provid- afraid we have not quite completed
ed housing for our poorest citizens. the negotiations with the staff and I
Funds are used for the development, will have to suggest the absence of a
acquisition, and reconstruction of low- quorum.
Mr. CRANSTON. Withholding that.
income housing. This program is desperately needed in our increasingly since the Senator is not quite ready, I
tight rental markets where the hous- ask unanimous consent that we may
ing certificate and voucher programs proceed ahead of the two Sanford

rent delinquency. In addition, public
assistance caseloads have decreased.

tenants to do a better job and give

them power and opportunity that we
have hope to make a difference.
I congratulate the Senator.
The PRESIDING
OFFICER. Is
there objection to the request of the
Senator from California?
Without objection, it i; so ordered.
Mr. CRANSTON. Mr. President, the
amendment that I now offer for consideration contains several provisions
that have been suggested to me and to
Senator D’AMATO by several of our colleagues.
As managers of the bill, we have considered each of these provisions and
believe that they will enhance the bill
now before us. In order to facilitate
the process here today, and we are
now moving along quite expeditiously
with a lot of cooperation from Senators, we are offering these amendments as one package amendment. I
will briefly describe the provisions included in this committee amendment.
The first amendment would authorize the use of HOP technical assistance funds for the promotion of employer assisted housing. The prohibitively high cost of homes in many regions with thriving economies has

made it increasingly difficult for some
employers to attract a constant labor
supply. Rather than relocating, many
businesses have found it necessary to
assist their employees in obtaining affordable housing. Senator LAUNTENBERG has been active in promoting this
idea and we include it at his request.
The second amendment would direct
HUD to extend existing congregate
housing services contracts for up to 3

years and renew such contracts upon
of continuing need.
determination
HUD’s obligations would be subject to
the availability of appropriations. This
is included at the request of Senator
MITCHELL, our majority leader, and

Senator COHEN.
The third amendment, included at
the request of Senator DODD, would
allow funding for homeless prevention
activities to be unrestricted. The bill
currently places It 30-percent limit on
such activities. Some communities
have found that this limitation hampers their ability to best address the
needs of their locality. The amendment would also allow staff costs to be
included as an operational expense for
emergency shelters.
The fourth amendment would clarify that lower matching requirements
would apply to community-based nonprofit organizations that are unaffiliated with national nonprofits. This is
included at the request of Senator
GRAHAM of Florida.
The fifth amendment would extend
HUD’s home equity conversion mortgages demonstration project to 1993.
This was also included at the request
of Senator GRAHAM.
The sixth amendment, suggested by

Senator
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RIEGLE, chairman

of

the

AMENDMENT NO. 2030

(Purpose: To permit and promote employer-

assisted housing programs)
Mr. CRANSTON. Mr. President, I
send to the desk this amendment now
as one amendment to be considered en
bloc.
The PRESIDING OFFICER. The
clerk will report the amendment.
The legislative clerk read as follows:
The Senator from California (Mr. CRANSTON] proposes an amendment

numbered

2030 en bloc.

report containing a description of the actions taken by each participating jurisdiction pursuant to subsection (a) and such
reconmendations for administlrative and
legislative action as the Department may
determine to be appropriate to carry out the
purlposes of such subsection.

(2) REP’oT.-The Secretary shall include
in each annual report required under sec-

tion 383 a description of the actions taken
by each participating jurisdiction pursuant
to subsection (a)and such recommendations
for administrative and legislative action as
may be appropriate to carry out the purposes of such subsection.
At the appropriate place in the original
bill insert the following section:
Tle Secretary shall undertake a study to
determine the actuarial soundness of implementing a program to guarantee downpay-

Mr. CRANSTON. Mr. President, I
ask unanimous consent that the reading of the amendment be dispensed
with.
The PRESIDING OFFICER. Withments for first-time homebuyers based on a
out objection, it is so ordered.
system of downpayment savings accounts
The amendment is as follows:
and payment schedules that require monthOn page 300. line 6. strike "and".
ly or other periodic payments over a speciOn page 309. line 12. strike the period and fied pefiod of time in an amount equal to a
insert ":
and".
specified percentage of the value of housing
On page 309. between lines 12 and 13. at the time of purchase in a specified housinsert the following:
ing market area or census tract.
(8) facilitate the establishment and effiAt the end of title VIII, add the following:
housemployer-assisted
cient operation of
SEt.. .
Escuow .Acor.Ns.
ing programs through research technical asSection 501(e) of the Housing Act of 1949
sistance and demonstration projects.
is amended by inserting after the third senOn page 486. line 7. strike out "this para- tence the following: "The Secretary shall
graph" and insert "subparagraph (A)".
pay the same eate of interest on escrowed
On page 486. line 8. after the period.
funds as Is required to be paid on escrowed
insert the following: "Assistance under sub- funds held by other lenders in any State
paragraph (B) shall be for a period of not to where State law requires payment of interexceed 3 years and may be renewed, subject est on escrowed funds.".
to the availability of appropriations, upon a
At the end of title IX. add the following:
determninatioln of continuing need.".
F.ltMII.. IN (’.s- i FSAN.
On page 526. beginning with "(A) on line S:C’. .. .LL(’.VTION
NES.xVrIIN.
1.strike all through "(B)" on line 4.

parent Banking Committee of the
Housing Subcommittee, would require
participating jurisdictions to establish
an outreach program to encourage the
On page 556. line 9. strike "(other than
inclusion of minorities and women in stalt)".
On page 472. line 15. before "The"insert
HOP contracting activities. It would
require HUD to report on the imple- the following:
"(A) MANDATORY WAIVER.-The Secretary
mentation of this provision within 6
shall reduce or waive the matching requtiremonths after promulgation of regula- nlenl specified under paragraph (1)for inditions and, thereafter, on an annual vidual organizations that are not affiliated
basis.
wilh national nonprofit organizations.
"(B) DISCRETIONARY WAIVER.The seventh amendment, submitted
On page 258. line 11. after "by" insert the
by Senator KERRY of Massachusetts,
would
require that the Secretary following: "striking ’1991’ and Inserting
and by".
*1993".
study the actuarial soundness of imOn page 303. between lines 9 and 10,
plementing a program to project in- insert the following:
creases in an areas’s average home S .’.\I I’I’IIrITI
’r
. .
NI’T .
price and determine downpayrnents
(a)
SOLICITATION
OF CONTRACTS.-Each
accordingly. This will test out the ef- participating jurisdiction shall prescribe
fectiveness of a very innovative idea procedures acceptable to the Secretary to
proposed in legislation introduced by establish and oversee a minority outreach
program within each such jurisdiction to
my colleague from Massachusetts.
ensure the Inclusion. to the maximum
The eighth amendment, submitted
extent possible, of minorities and women.
by Senator KOHL, would direct the and entities owned by minorities and
Farmers Home Administration to pay women. including. without limitation, real
interest on escrow accounts in States estate firms, construction firms, appraisal
where other mortgage lenders are re- firms. management firms, financial institutions. investment banking firms. underwritquired to do so.
The ninth amendment, submitted by ers, accountants, and providers of legal services. in all contracts, entered into by the
Senator PACKWOOD, would hold harm- participating Jurisdiction with such persons
less the amount of funding that is de- or entities, public and private, in order to fatermined through the allocation for- cilitate the activities of the participating jumula for a metropolitan city that an- risdiction to provide affordable housing atnthorized under this Act or any other Federnexes an urban county.
I believe these are all sound amend- al housing law applicable to such Jurisdiction.
I
enhance
the
bill.
that
will
ments
(b)REPORT TOCONGRESS.hope they will be accepted promptly
(1)IN GENERAL.-Before the end of the 130by our colleagues without any contro- day period beginning on the date regulaversy, and none would seem to be in tions are promulgated under this title, the
Secretary shall submit to the Congress a
store.

(a) IN GENERAL.-Section

102(a)(12) of the

Housing and Community Development Act
of 1974 is amended by inserting at the end
thereof the following: "Where the boundaries for a metropolitan city or urban
county used for the 1980 Census have
changed as a result of annexation, the current population used to compute extent of
growth lag shall be adjusted by multipling
the current population by the ratio of the
population based on the 1980 Census in the
boundaries used for tile 1980 Census over
tlihe population based on the 1980 Census in
the current boundaries.".
(b) APPLIcAnILITY.-The amendment made
by subsection (a)shall apply to the extent
approved in appropriations acts to the first
allocation of assistance under section 100
that is made after the date of enactment of
this section and to each allocation thereafter for a period not exceed three years after
the date of annexation.
The PRESIDING OFFICER. Is

there further debate?
Mr. KOHL. Mr. President, I would
like to thank the managers of this bill,
Senator
CRANSTON
and
Senator
D’AMATO, for their willingness to include an amendment of mine in the
leadership package. Let me take just a
moment to explain my amendment.
This amendment makes a small but
important change to the Farmers

Home

Administration’s section

502

program-the single family home own-

ership program. It requires the Farmers Home Administration [FmHA] to
pay interest on escrow accounts under
the section 502 program in those
States that require escrow funds to be
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interest .bearing. The cost of the
amendment is minimal, estimated by
FmHA to be less than $200,000 annually.
In 1987, Congress required FmHA to
set up escrow accounts for single
family housing borrowers in order to
assure the annual payment of taxes
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live in dignity and with a sense of amendment of the Senator from Calipride. By providing limited nursing fornia.
care, meals, personal care attendants,
The amendment (No. 2030) was
maid service and other services at spe- agreed to.
cific sites, the CHS Program has been
Mr. CRANSTON. Mr. President, I
successful at achieving its goal of al- move to reconsider the vote.
lowing many elderly to live outside a
Mr. D’AMATO. I move to lay that
nursing home, which can often be motion on the table.
and insurance. Participation is re- costly and inappropriate.
Tie motion to lay on the table was
quired by all eligible single family
The Congregate Housing Services agreed to.
housing
borrowers, regardless
of Program operates at 60 sites nationwhether borrowers have been prompt wide. There are three sites in Main
MORNING BUSINESS
in their tax and insurance payments. that depend on the CHSP: the MethWhile no FmHA escrow account has odist Conference Home in Rockland,
Mr. CRANSTON. Mr. President,
yet been established, FmHA has indi- the Old Town Housing Authority, and Senator SANFORD is still not quite
cated that it lacks the authority to the Brunswick Housing Authority. ready with his amendment. I ask
pay interest on escrow accounts at The residents of these housing units unanimous consent that we may have
such time as the escrow program is im- have been extremely concerned about
5 minutes of morning business in
plemented.
the future of this program, which they which Senator LEVIN and perhaps
While the use of escrow accounts is have come to depend upon in their other Senators may speak.
common within the mortgage indus- daily lives. While it may be difficult
The PRESIDING OFFICER. Withtry, many States require that these for us to imagine, we must put our- out objection, it so ordered.
escrow accounts pay interest. Wiscon- selves in the place of these individuals,
The Chair recognizes the Senator
sin law, for example, stipulates a 5.25- whose only choice would be to go to a from Michigan [Mr.LEVIN].
percent interest rate on escrow funds. nursing home if the Congregate HousMr. LEVIN. I thank the Chair and
Twelve other States have similar re- ing Services Program were eliminated. the Senator from California and the
quirements: California, New York, They do not need to do this, and they Senator from New York.
Iowa, Maine, Maryland, Massachu- certainly do not want to do this. The
(The remarks of Mr. LEVIN pertainsetts, Minnesota, New Hampshire, relatively inexpensive CHSP Program ing to the introduction of Senate
Joint
Oregon, Rhode Island, and Utah all has allowed them to live in a less
Resolution 336 are located in today’s
require some rate of interest on escrow costly setting, so it is one of the few
RECORD under "Statements on Introfunds.
programs that spends a bit of money
duced Bills and Joint Resolutions.")
This amendment simply assures in order to avoid very large expendiMr. LEVIN. Mr. President, I yield
FmHA single family housing borrow- tures,
the floor. I suggest the absence of a
The proposal to fold CHSP into the
ers the same rate of interest on escrow
quorm.
accounts that other borrowers in their block grant that is incorporated in S.
The PRESIDING OFFICER. The
State are assured from other lending 566 is understandable on the part of
clerk will call the roll.
institutions. FmHA would not be re- the committee, but its impact on the
The legislative clerk proceeded to
quired to pay interest in those States effectiveness of the program would
call the roll.
that do not require escrow accounts to have been devastating. The adminisMr. WIRTH. Mr. President, I ask
trators of CHSP at Rockland, Old
be interest-bearingt.
unanimous consent that the order for
Mr. President, my amendment is an Town, and Brunswick feared that the the quorm call be rescinded.
effort to provide equitable treatment block grant approach would result in a
The PRESIDING OFFICER. Withfor FmHA single family housing bor- less reliable program, if it was funded
out objection, it is so ordered.
rowers, especially for those who have at all by the State or local governMr. WIRTH. Mr. President, I believe
been prompt in paying their tax and ments. Because of the pressure on
that I am next in line for offering an
insurance payments and who should those entities to address pressing
amendment under the previous unaninot be penalized by having to contrib- housing problems, it was feared that a
mous-consent request.
ute to a non-interest-bearing escrow small program like CHSP would be
fund. I know of no opposition to the overlooked.
I believe that the amendment in- FITZWATER BLAMES S&L CRISIS
amendment, and I want to thank
again the managers of this bill for ac- cluded in the committee’s leadership
ON DEMOCRATS
cepting this amendment.
package today will address the conMr. WIRTH. Mr. President, I
Mr. COHEN. Mr. President, I rise in cerns expressed by the program’s adwanted to, however, just take a couple
and
beneficiaries
in
support of the committee’s leadership ministrators
of minutes before then to respond to
package of amendments, particularly Maine. Again, I thank the committee
what I thought was a quite remarkaas it affects the Congregate Housing chairman and ranking member for lisble press conference held today by the
Services Program. The committee has tening to these concerns expressed by
White House Press Secretary, Mr.
agreed to the recommendation by Sen- the program’s administrators
and
Marlin Fitzwater. Today, Mr. Fitzator MITCHELL and me to continue this beneficiaries in Maine. Again, I thank
water said that much of the blame for
extremely worthwhile program for 3 the committee chairman and ranking
the Nation’s savings and loan crisis lies
years, and allow continued renewal of member for listening to these concerns
with Democrats and dared us to make
existing contracts as appropriations and taking action on them.
it a campaign issue in November.
Mr. D’AMATO. Mr. President, these
allow after that. I want to thank Sena"I just want to pul them on notice that
tor CRANSTON and Senator D’AMATO amendments have been reviewed by
this plays both ways, and we’re ready to
for accepting our recommendation, staff. We find no objection. As a
play." Fitzwater said of the Nation’s greatand I can tell them that there are matter of fact, we find that a signifi- cst financial disaster since the Depression.
cant number enter into areas as it rerelieved
elderly citizens in
many
"Take a look at all of them." he said.
Maine as a result of their attention to lates to housing and housing opportu- "They want to make this a political issue.
nities which will enhance the oper- we’ll be glad to do it. There are a lot of batthis matter.
The Congregate Housing Services ation. So we are certainly supportive tles that can be fought on this turf. and
we’re ready."
Program has been a relatively small and have no objection.
Getting down into his three-point
The PRESIDING
OFFICER. Is
but extremely successful program over
the years, and it has resulted in the there further debate? Hearing none, stance, Marlin Fitzwater sets the tone
ability of many elderly residents to the question is on agreeing to the for public debate on the most serious
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financial crisis that this Nation has
faced in its history of financial crises
that many of us on the floor of the
U.S. Senate have attempted to bring
to the attention of the administration.
obviously without any success, because
nothing is going on. Mr. President, you
know that and I know that and the
American people know that while hundreds of billions of dollars are being
spent to right the ship, too many of
the people who have benefited are still
on their yachts and nobody is going to
jail.
Mr. Fitzwater said, "We’re talking
about a decade of negligence and mis-

management that has to be corrected."
The question is, Mr. President, who
ran the Government during this
decade of mismanagement and negligence?
The question is, Mr. President. Who
ran the Government during this
"decade of mismanagement and negligence?" I do not remember that the
Democrats won the election in 1980,
Mr. President. I do not remember we
won the election in 1984 and 1988.
"A decade of mismanagement." Mr.
President. has been going on, no question about it. The only valid thing
that Mr. Fitzwater has said in this
whole transcript of his remarks this
morning was that there has been a

decade of mismanagement. That is absolutely the case.
What we are trying to do is to point
out the facts of the situation. And the
facts of the situation, in terms of mismanagement. are very, very clear. Let
me, again, just recite a few of the concerns we have had, Mr. President: absolutely legitimate concerns.
In October 1988, the House Government Operations Committee found
that insider misconduct caused or contributed to more than three-quarters
of all thrift failures. Insider misconduct caused or contributed to it.
The General Accounting Office, last
June, issued a report that examined 26
thrift failures and compared them to a
sample of 26 solvent thrifts. The idea
was to get a side-by-side: thrifts that
had worked; thrifts that had gone
down the chute.
In looking at the ones that had gone
down the chute, gone insolvent, belly
up, they found actions that appeared
to be fraud and insider abuse. Investigations or legal action had been initiated against 25 or 26-investigations.
legal action- what is going on?
Mr. Fitzwater says to us "We’re talking about a decade of negligence and
mismanagement that has to be corrected." This is what we are pointing
to, this decade of mismanagement and
neglect.
The President’s own Attorney General, apparently, now in trouble with
the President, recently talked about
an "epidemic of fraud" in the savings
and loan industry. Does the epidemic

of fraud come from the 1970’s or the
1960’s or the 1950’s or from Mr. Fitswater’s "decade of negligence and mismanagement?"
The Attorney General said at least
25 to 30 percent of thrift failures can
be attributed to criminal activity. The
officials at the Resolution Trust Corporation said that 60 percent of the institutions that it seized have been victimized by serious criminal activity.
An "epidemic of fraud," "serious criminal activity," what is going on?
What we attempted to do, Mr. President, and this is the point we have
been making, we attempted to give the
administration the ability to go after

fraud. Put some people in jail. Put
them behind bars. Have their illgotten gains returned to the taxpayers. The administration, however, told
us they cannot spend the money. They

cannot go out and hire the needed as-
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going on? Why are those people not
going to jail? What are you doing
about it?
And we say, well, we are the Congress. There is an administration
whose job it is to run the Government.
And this administration, I also say to
some of them when they follow with a
second or third question, has been
running this Government for 10 years.
What has been going on?
Mr. Fitzwater says we are talking

about a "decade of negligence and mismanagement that has to be corrected." He was absolutely right. I am
going to start using that line. "High
White House official said there has
been a decade of mismanagement and
negligence that has to be corrected."
Absolutely correct.
Now, the suggestion is that we are
making this a political issue. Come on.

We are just trying to lay out the facts

sistance U.S. attorneys, the FBI
and the figures and have people unagents, accountants to do the job. even
derstand what is going on. The facts
though the evidence was overwhelmand the figures, Mr. President, speak
ing they should be doing so.
for themselves. And the facts and the
The Federal Bureau of Investigafigures speak loud and clear at the
tion. the FBI, told us they have received more than 20,000 referrals in- White House right now.
Why do you suppose there is an ecovolving fraud and other criminal activity in the financial services industry, nomic summit going on? There is not
and that the Bureau has been unable an economic summit because George
to examine them: 20.000 referrals in- Bush woke up one morning and
volving fraud. They do not have the stopped reading his own lips. There is
staff to go after them. More than an economic summit going on because
1.000 of those cases are major, involv- we are in an incredibly deep financial
crisis, Mr. President. We are in a deep
ing losses of more than $100,000.
As of February 1990. the Bureau financial crisis, in part caused by the
irresponsible economic policies of this
also had more than 9.000 pending
bank and S&L fraud and embezzle- last "decade of negligence and mismanagement." But also from the fact
ment cases, some 3,000 of which, said
the Bureau, were major. Three thou- that we have a S&L crisis that is
mounting upi and mounting up and
sand pending fraud and embezzlement
cases, that were major, Mr. President. mounting up.
That is why the summit is going on.
And more than 900 of them involved
That is why the President is deeply
losses greater than $1 million.
worried, because this negligence and
If more than 900 of the pending
cases involve losses of more than $1 mismanagement is coming back to
million, that at least is almost $1 bil- bite. The chickens are coming home to
lion of cases they know about. But the roost, and it is about time.
A final note I would like to make,
administration says they do not have
the resources. cannot slend the money Mr. President. It might be we are
going
to be told that what we should
and go after it.
Even J. Timothy Ryan, the new Di- have done in the securities industry
rector of the Office of Thrift Supervi- was operate the securities industry the
sion who came through here on a very way we operated the savings and loan
industry: Deregulate the industry, and
controversial appointment-a number
of people felt there were a lot of poli- then take all the resources away from
tics involved in that appointment but supervising it. A double penalty: Dehe was confirmed, that came and regulate the industry and then take all
went-recently told me that bank and the resources away from supervising
thrift regulators were sending the De- it. It is a double negative. That is what.
partment of Justice an additional they did in the S&L industry over this
8.000 referrals a month regarding civil "decade of negligence and mismanageand criminal violations and that there ment."
Thank goodness we did not do it in
were 80,000 referrals pending.
The point we are making. Mr. Presi- the securities industry, which is predent, is let us get after this business. I cisely what the administration wanted
cannot go to a gathering, I cannot go to do. They came to us, Mr. President.
to a county fair, I cannot walk down in the early 1980’s, with this agenda of
the street, I cannot fly on an airplane deregulate. At all costs, deregulate.
Get the Government off our back.
without somebody coming up to meand everybody has had this same reacThey had that some agenda for the
tion-and saying: What in the world is Securities and Exchange Commission.
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We were told by the then chairman of
the SEC. Mr. President. we can do
more with less. That was the euphemism of the time that said deregulate,
take away resources. They asked us to
deregulate a large part of the securities industry. We refused to do it.
I ask you to think, Mr. President, for

a minute, what would have happened
if we had done that with the securities
industry? It is one of the last places
where we have some handle on these
extraordinarily important and very
fragile financial institutions which are
so terrible important to our economy
and to our ability to compete around
the world. I hoped, Mr. President, we
would stop: we would get away from
the kind of discussions we had today.
This reminds me, I remember once
the same person who is talking about.
accurately, this "decade of fraud of
mismanagement," described Mr. Gorbachev as a "drugstore cowboy." Do
you remember that?
It is time for us to be moving along

inumbeir of actions have been taken recently
which will cause irreparable harm to savings
transfer that $30 million of promotion and loan associations. Additionally. (hese
indulstry by the
of tourism in Panama over to enforce actionls beilg dolne ttthlt
(’irrenli c(hie rengilatlo of he FPediral Homne
the S&L crisis. The administration
Loan Bank B3oard arc likely to have\( a v\’ry
says they cannot spend the money. We advcerse impact on the ability of our Party
gave it to them once, let uis do it. again. to raise needed campaign flunds in Lhie upThey raised a point of order on that coming elct’-ions. Many wholhave bteen vlery
which is the old dodge. If you do not supportive’ of the Adminiistration are inwant to deal with the question, you volved with savingis and loan associations
ithert
bteilg closed by tihe
raise a point of order. Unfortunately, which arte
the point of order prevailed. Imagine, FILBB. or threatenedc with closure. without
Mr. President, here we are in the any serious consideration as to the conseUnited States Senate spending money quences in the conuntnlities and states in
which Ithy anrt located.
to promote tourism in Panama and
Iaviinlg wotrked for (lhe past fiftteen years
raising a point of order and refusing to within the- industry atnd
serving as the
enforce the law surrounding the S&L forlmer Cotmmiiissioner of Savings and Loans
crisis.
for t1he State of California. I believe I am
Taxpayers out there are wondering: properly credentialed to bring to your attenihe items addressedl in this letter. I
What are you all doing? I think there lion
are some legitimate questions they are have been encouraged m’y many thrift executive(s
to write yeou with the’ desire that
asking. I hope we can get some good
close to the Administlrat ion is
answers, and I hope we can get the ad- sollmonel
ministration to give us some good an- made fully aware of certailn actions recently
enltnatlling from Iliht FIederal BHome Loan
swers as well.
Bank Board.

So, Mr. President, as I say. I have an

IUSINEss ATTTrrUnE

with a very serious commitment to amendment.
governing, Mr. President; a very serious commitment to managing the
economy; a very serious commitment
to doing the job we were elected to do
and not run away from all that, Mr.
President.
I know this is the housing bill we are
on, but the opportunity was taken to
take some very significant shots at.
Democrats and take some very significant shots at a number of us in the
U.S. Senate who have been concerned
about this. I thought it was important
to once again pit the facts of the situation out.
We tried to put the facts of the situation out, Mr. President, when we had

the dire emergency supplemental up.
The dire emergency supplemental,
my colleagues will remember, had
funding in it for Nicaragua and funding in it for Panama. I was looking at
that. We are always sort of curious:
What is a dire emergency supplemental? What does it tell us?
In the dire emergency supplemental,
there were funds for Panama. So one
asks: How are we going to spend these
umpty-ump number of dollars in
Panama? We send in the Stealth fighters, the night fighters, we destroy
Panama and now we are building it
back up again. What is the justification for this?
There was $30 million to promote
tourism for Panama. The Senator
from Illinois and I were talking about
that. That looked a little curious to
me to spend $30 million for tourism in
Panama. I halpen to know we spent
$14 million to promote tourism in the
whole of the United States, and we
were going to spend $30 million, a
little country, to promote tourism in
Panama.
That says to me that is going to be a
boondoggle; that money is going to

disappear and slide away someplace

,14527

else. What I attempted to do was get
the Senate to pass an amendment to

My father and I have beenl politically
Mr. President, as part of the record,
I wish to include a letter dated August active both in tie Deukine.iian Administra4, 1986, from Mr. Lawrence Taggart, of tion in California and thel Reagan Adminisiralion in Washington. D.C. We have bcen
Taggart Financial, to Hon. Donald
\very sulllportive-’ becatius
bothl administraRegan. then Chief of Staff of the tions have been ttilte protective in fosltering
White House.
Inew’ business lenterprises and proioting the
Mr. Taggart points out that "My iprecepts of free enterprise wh’erever possifather and I have been politically
ble.
The attitude of the FHILBB and Chairiman
active both in the Deukmejian administration in California and the Reagan Gray has been contrary to that of the
Adminislration. While I was ComnReagan
administration in Washington." He
said, "Having worked for the past 15 Inissioner of Savings & Loans in California
(1it11montlls ago). thli De,partlment of Savings
years within the industry and serving
and Loan found itself processing 210 appllias the former commissioner of Savings cations for new savings and loan ch-arters.
and Loan of the State of California, I which ’cwereencouraged by both the Legislabelieve I am properly credentialed to ttur and thle Aldministration in California.
bring to your attention the items ad- lHowevcer, few of these applications ever redressed in this letter." He is very criti- ceived FSLIC insurance because of an atlitudc by Chairman Gray that new charters
cal of any kind of hard administration
of the S&L’s, and he says, "These ac- repllescllct d tunacceplable risks and that
thire were alreadly too
tmanyassociations.
tions being done"- this is the actions

by a Mr. Gray-"to the industry by
the current chief regulator of the Federal Home Loan Bank Board are likely
to have a very adverse impact on the
ability of our party to raise needed
campaign funds in the upcoming elections. Many who have been very supportive of the administration are involved with savings and loan associations which are either being closed by
the Federal Home Loan Bank Board,
or threatened witl closure, without
any serious consideration as to the
consequences."
Another example of what has been
going on, Mr. President.
I ask unanimous consent to have
this letter printed in the RECORD.
There being no objection, the letter
was ordered to be printed in the
RECORD, as follows:
AucUST’4. 1986.
Hon.

DONALD REGAN.

Chhief of Sltu/.’l

IVile Ilousc.

Vtshingflonu.

DC.

DEAlt HONOtABI.IE RG(AN: I atim writ ing becaiuse of a gcenuine colncern for the thrift ilndustry in this country, and(the fact that a

Individuals werei willing to comninit millions
of dollars to oblain charters and to promote
hoime lending. butl were wholly frustrated in
their alttlmpts becatuse of inordinate pIrocessing delays at the FIILBB and countless
denials predicated on frivolous grounds.
These persolns have now lost many millions
of dollars in organizational expelnses and
Imost havet relen(ted to Gray’s Irefusal to
grantl applroval for new chlarteis.
I, too. have had aln aptlicatiol pending for
a1ne1 charter together with 23 other sharelioltders. However, as I hace been told by
memtbers of his staff. his strong personlal
bias toward me--which griew out of the fact
that I expressed differnces of opinions
while Commissioner-has caused him to
refusec to issue an aplproval or denial.
Anyoine ini his position, with stch a strong
ipersonal bias. shouild "stlep-asihde" andc allow
his staff and other Board melumbers to decide
lhe fate of a )pendingapplication. This particular application has been awaiting a decision in final form for nearly one year.
While I can cilte tens of dozens of other
PHLBB
tilh
attitulde of tl(
examples,s
Iowar\d (thi intdustry it regulates is most
likely aplparent in (tli fact that although
there were approximately 6.500 thrift associations 10-15 years ago. there are only
3.200 today, and notlhing is being cdone to
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foster or encourage new entrants Into thei ly reduce the potential to keep associations
profitable.
industry-rather. processing of new applicaIn the past several years, Chairman Gray
tions has become non-existent and regulahas continually referred to the fact that he
tions have been promnulgated which makes
intended to regulate "by the lowest common
it extremely difficult for new associations to
denominator:" that is, if a few associations
survive. It was always my understanding
experienced problems in a particular area.
that the Reagan Administration has been
wholly supportive of free enter prise and has or became too speculative, lie would introencouraged entrepreneurs through deregu- duce regulations to restrict all associations
lation to establish new businesses. and yet, from the same activity. What has now rethis same attitude has not at all been appar- suited, is that rather than encourage
ent at the FHLBB. Instead. they have frus- healthy associations to become more profitable, their activities and abilities to make
trated and discouraged those who desire to
profits have been reduced to the level of the
contribute substantial capital and become
"lowest common denominator" relative to
involved in the savings and loan industry.
deregulated powers and authorities.
COMPOSITION OFBANKBOARD
Having been close to the staff at the
Currently, the Bank Board is authorized
FHLBB. I am informed that in many Into have three members. Two members have stances proposed regulations, which await
submitted their resignations and the posts
final approval pending the expiration of
are waiting the appointmlent of two. new in- comment periods, are approved irrespective
dividuals.
of thle hundreds and thousands of conmIt is difficult to emphasize just how im- ments which are received opposing the reguportant these two vacant seats are to tihe
lations from the industry executives. In
savings and loan industry. Chairman Gray
fact. I have been told often the comments to
Is very strong in his opinions and assertions. proposed regulations are not even read nor
and it now appears more appropriate than considered-that it is merely an exercise in
ever to fill these vacancies as soon as possifutility for those who respond out of conble with two individuals who are both
cern.
knowledgeable about the real problems
All of the efforts and effects of the Garnwhich plague the industry today, and who
St Germain legislation which was so critical
to
stand
up
a
have tlie "backbone" to
to the deregulation and survival of the
if
differences
Chairman
strong-willed
thrift industry has been frustrated with the
regulashould arise. It is my understanding that
introduction of new. restrictive
tions-regulations which have been impletwo individuals have been proposed who
would appear to be very capable and knowl- mented without proper studies to assess the
edgeable candidates. and would support tlhe
impact on the industry.
President’s position of free enterprise and
CI.OSURE OF ASSOCIATIONS
entrepreneurship.
In thle past one and a half years. thie FedThle number of imeinbers on thie Bank
eral Home Loan Bank Board hlas cautsed to
Board is too small and the industry probbe closed twenty associations in California
lemnlstoo great to allow thie nlajor decisions
with aggregate assets of approximately
to be made by virtually one individual.
twelve billion dollars. In many instances In
There is a very real and pressing need to
both California and Texas, the top three to
achieve some semblance of balance on thei
seven executives are forced to resign their
Bank Board. to preclude or minimize the irposts because of intimidating threats by
reparable hiarm that may result fromn one
FHLBB supervisory agents that associations
person’s overz/ealous attitude under the
will be closed and/or taken over unless they
guise of attempting to protect tlihe industry.
resign immediately. And after the resignaThere are many executives within the intions have been secured, with no evidentiary
would advocate a larger Board
dusty whlio
basis in most cases that anything illegal or
to minihmize the possibility of a monlarchist
unlawful has been committed, the FHLBB
agency. similar to the situation which exists
proceeds to examine some associations with
today. These persons would recommend
the predisposed intention of finding a suffieither a five or seven person board.
cient number of problems assets to reduce
REGULATORY ENVIRONMENT
the association to insolvency, thereby proWhen Chairman Gray and I assumed onur viding the "opportunity" to place the assorespective posts early in 1983. there had ciation into receivership or conservatorship.
In many of the instances where associabeen a concerted effort both at the State
level and in Congress to deregulate the tions have been closed, the executives which
thrift industry and free il from the shackles have had to resign have been those with the
of burdensome and over-reaching. redun- most experience in the industry, and generally far more experience than the receiver
dant regulations. However, before associaor conservator that replaces them. In most
tions really had an opportunity to adjust to
enInstances,
there is no prudent nor economic
this new found freedom and deregulated
reason to close down or take over associavironment. the FHLBB began to change its
policy, most likely because )fproblems ex- tions. If certain individuals are to be targeted for removal because of safety and soundperienced with a few associations. It did not
ness considerations, the associations they
take long before a number of new regulations were introduced and promulgated re- respectively manage do not have to be
stricting many of the activities that associa- seized or closed. "You do not have to sink
the ship Just to get at the Captain." I can
tions were becoming engaged in to develop
cite any number of examples in both Texas
additional sources of profit and capital and
and California to support my statements
which they have become encouraged to do
in order to recov.er out of the severe eco- and conclusions.
It is felt by many in the industry that the
nomic slump experienced In the early ’80s.
Fearing the widespread use of nontradition- 250 extra F’deral examiners on temporary
al activities, and forecasting substantial an- duty in Texas are poised awaiting passage of
the Recapitalization Bill pending approval
ticipated losses incured by many because a
in the Senate and House. If approved, suffifew had experienced problems. Chairman
Gray sought to dramatically restrict associa- cient funds will then be available to the
FSLIC to proceed quickly to take over or
tions from further engaging in speculative
activities. even though a return to more tra- close down associations, many of which are
substantialnow being closely monitored and under
ditional forms of lending would

Cease and Desist Orders or Supervisory
Agreements. It is then anticipated that a

substantial number of these "loaned" examiners will be transferred to California to
begin a pattern of strict examinations and
additional closures. Additionally, it seems
that those who are typically targeted for removal or take over are sole shareholder associations or those who are controlled by a
few shareholders, are highly profitable and
which have experienced substantial growth

over the past three to five years. Passage of
the proposed Recapitalization Bill will pro-

vide Chairman Gray the necessary resources to proceed ahead in this pattern of
eradicating those individuals and associations he has targeted for removal.
In those cases where associations have
been seized by the Federal regulators, industry executives have consistently complained

of the lack of "due process" involved at tlhe
time of take-over. Special examinations are
condtcted In a discriminate manner, assets

are appraised far below their book or fair
market values, and without prior notice or
forewarning, or an opportunity to question

or object, association executives are Informed that sufficient reserves must be established for problem loans to an extent
that makes the association insolvent, and
then these targeted associations are immediately seized, officers removed, and conserva-

tors assume required operational roles.
I can understand that due process may
not be possible in those instances where associations may be hostile to regulatory concerns, or criminal activity is involved. However. these cases are very few in number. In

the majority of seizures, management has
generally

been very

cooperative with the

regulators, and there is no evidence of criminal activity.
Once an association has been seized, it is

extremely difficult to complain or object to
the grounds for seizure. In most instances,
because of thle suddenness of the seizure,
appropriate legal counsel cannot be present

to object to the actions of the regulators.
There are instances in which forty or fifty
examiners/regulators converged upon nonhostile savings and loan associations in a
show of force and in order to demonstrate
to other novice examiners how a take-over is
conducted. This type of regulatory activity
has often brought fear, and even terror, to
many innocent employees and customers.
There has been no due process-no opportunity for associations or management to
object to the methods by which they are
seized-no opportunity to contrast, or question the evaluation methods or conclusions
of value of appraisals conducted by the Federal Home Loan Bank(s). Never in the history of the thrift or banking industry has

there been the number of seizures and takeovers as we have seen the past two years,
and with such a total disregard for the
rights of others.
DUAL.
SYSTEM

It is common to refer to our financial institutional system as a dual system-they
are comprised primarily of banks and savIngs and loan associations. It is generally
known that a distinction exists between
Federally and State chartered thrifts, and
this is referred to as a "dual system" as well.
Although State chartered thrifts (savings
and loan associations) must conform to certain Federal regulations and laws (FSLIC),
as well as those of the respective states in
which they are situated, it is important to

remember

that

an option

owners/shareholders

of

does

exist-

associations

can
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elect either a Federal or a State charter. For
years now there has been a delicate balance
in this dual system, and states have zealously protected their respective rights and the
ability to regulate their own State chartered
financial institutions.
The move by the FHLBB the last two
years to re-regulate the thrift industry has
seriously upset this balance, as many of the
powers and authorities enjoyed by various
states have been preempted by overriding
Federal regulations. California and Texas
were two such states that permitted broad
discretionary powers for savings and loan
associations-the activities which were permitted enabled associations to achieve high
levels of profit and recover from the severe
economic

slump

experienced

from

1980

through 1983. The broad investment powers
generated a renewed interest in the savings
and loan industry in these two states, and
many sought to obtain new charters recognizing the opportunities which were available.
This past year, however, things have
changed dramatically. These broad investment powers have been preempted by Federal law (FHLBB),and associations are no
longer able to diversify their activities as
they were accustomed. Many associations
have been forced to consent to onerous su.pervisory agreements and Cease and Desist
orders-measures which are dramatic in
effect often predicted on trivial grounds and
which seriously impair an association’s ability to survive economically and remain solvent. The impact of these orders and agreements has been to severely reduce the earnings of associations to such an extent that
capital eventually becomes impaired.
The sensitive balance of the dual system
has now been substantially eroded because
of the recent attitude of the FHLBB to take
matters into their own hands and because of
efforts to preempt the more favorable
states’ law. Whatever advantage states had
has been obviated by actions of the FHLBB.
I felt compelled to bring these matters to
your attention, Mr. Regan, because you
have expressed personal concern regarding
matters at the FHLBB. I wish to convey the
feelings I have set forth in this letter as a
former regulator and executive within the
savings and loan industry and because of a
genuine concern for the preservation of this
industry. Unlike others in the industry who
greatly fear reprisals from the Chairman of
the FHLBB, and who are fearful of venting
their anger and frustration. I am in a position to freely express my.elf and to bring to
your attention the serious, irreparable harm
that is being done to savings and loan associations across this land. If I can be of any
assistance, or provide additional information in these regards, please do not hesitate
to call upon me.
Sincerely yours,
LAWRENCE W. TAGGART.

Mr. KERREY addressed the Chair.
The PRESIDING OFFICER. The
Senator from Colorado has the floor.
Mr. WIRTH. Parliamentary inquiry.
Can the President give me a sense of
where we are in procedure and recognition and what the unanimous-consent request was?
The PRESIDING OFFICER. Under
the previous order, the Senator from
North Carolina was to be recognized
for the purpose of proposing two
amendments. He asked that be with-

held because he was still negotiating
those amendments.
Mr. KERREY. Can I ask the Senator from Colorado to yield?
Mr. WIRTH. I have the floor, and
will be happy to yield to the distinguished Senator from Nebraska for a
question.
Mr. KERREY. Mr. President, I have
listened to the Senator from Colorado
talk about this issue. I have listened to
him talk about the savings and loan
issue for over a year now. I have also
taken a personal interest in this issue
as a consequence of some very unsatisfactory experience that I had when I
was Governor, with a. similar sort of
situation on a much smaller scale,
with a slightly different consequence
for people because, in this case, the deposits of the institution were not fully
guaranteed, as it turns out. We just
did not, in this case, ask the right
questions. We were not as diligent in
pursuit of the truth as we should have
been. As a consequence, the people
suffered. We did not regulate properly.
I have taken a personal and strong
interest in the savings and loan issue
as a consequence of that experience.
In fact, in a conversation that I had
with Secretary Brady over a year ago
during the process of debate on the
bill-I was offering an amendment
that would have changed the structure
of the RTC-I told Secretary Brady
about that experience. My advice to
the President was not to get this thing
so close to him that it would look as if
he were withholding information from
the public.
In fact, I believe it is very significant
that President Bush’s spokesman in a
press conference today made comments about me and other Members of
Congress at the same time that he
made a defense of the Attorney General. The Attorney General was asked
by the Federal Bureau of Investigation to take a lie detector test. The
test itself was requested in pursuit of
the truthful answers relating to an incident where the executive branch
leaked information about a Member of
Congress.
I am saying to the Senator from Colorado that this is not just political attacking. This is more than just a Republican administration trying to go
after some Democrats, although that
clearly is a part of it. I see an abuse of
power here. I see it as an executive
versus legislative branch issue, not just
as a political issue, though I am sure
the President is concerned about this
becoming a campaign issue in 1992.
Let me make it clear, as I said, that
it is my personal experience dealing
particularly with regulators that has
caused me to take this interest. It is
precisely because of the unsatisfactory
experience, particularly the unsatisfactory answers that I got from regulators in pursuit of the truth in re-
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gards a bank issue when I was Governor.
It is precisely because of this experience that I have and I will continue to
take an interest in this issue. I do not
believe that the President has been
well advised, in fact, by not taking
some advice that I and other people
have tried to offer, with all due respect, for the President trying to work
this thing out.
I believe, in fact, that the President
has organized this bailout so that the
U.S. Department of Treasury controls
the flow of all information. I offer to
my colleagues the example of Bill
Seidman. Even Bill Seidman, who,
when he provided a different version
of the truth than the administration
wanted, found himself in hot water as
well. So it is not just Democrats; in
this case, not just Members of Congress.
They have organized this bailout so
as to be able to control the information. My experience in the past tells
me that is a big mistake; that you
should provide the maximum amount
of sunshine and accountability, otherwise the people themselves will struggle with the questions that they, I
think have a legitimate right to get an
answer to.
The messsage I believe the President
is sending is not just that we are going
after Democrats. The message in this
particular case is we are going after
the entire legislative branch, not just
to members of the Democratic Party,
but to all Members of Congress. The
message is this: I believe what the
President is saying to us is simply give
me a blank check; give me all the
money that I need and then we will
tell you perhaps if we need some more
money, but that is about all we are
going to give you. We will report to
you every now and then, but do not
press us; do not be too critical; do not
step over the line. If you have some
criticism, we would appreciate it if you
would clear it with us first. If you get

too critical in this thing, we might
have some things on you; we might
leak some information to the press on

you as well. We might have something
down in our files here on you, Senator,
not just Democratic Senators, but Republican Senators as well. Maybe you
wrote a letter in your past to some regulator that we will leak at just the appropriate time.
So I say to my colleagues, this
should not just be seen as an issue of

Democrats being angry when a President’s spokesman makes inferences
during a press conference. This is an
issue much more important than an
arrogant, sneaky maneuver by President Bush’s spokesman in a press conference.
I believe it is symptomatic of something larger. I believe it is symptomat-
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ic of the executive branch: It has
grown too big and too far.
While they have been talking about
local control, while they have been
talking about States, local government
having more control, they have been
building a powerful Federal bureaucracy. In fact, the Resolution Trust
Corporation is just a form of what ap-

tors as David Paul and put out a major
story that Senator TIM WIRTH was in-

volved with David Paul, had used his

airplane, had gone here and had gone
there and put out a bill of particulars
as to when this had happened.
Of course, the facts show that that
was precisely not the case-never been
on that airplane; the dates were
pears to me to be a preferred method wrong. I was in Colorado when I was
of governing. Any Member of the Con- supposed to be up here. It was the
gress who talks about health care un- most preposterous and silly approach.
derstands that the real power lies with But I suppose if you had not been
the health care financing administra- around for a period of time and had
tion. Any Member of Congress who not had some scar tissue-I have a lot
understands agriculture understands of that politically-you would get kind
that the real power lies down at of afraid and say what are these guys
USDA. Any Member of Congress who doing? I am going to hunker down and
is interested in energy, or transporta- I am not going to say anything.
Not the case. We made it very clear.
tion, or other issues that are important to them-education, for exam- I called the ranking Republican on the
pie-understands that the real power other side, and they have all of this
is not on the Hill; the real power is major defense up there and the staff
minions are doing it on the Republidowntown.
So, Mr. President. I would like to can side, precisely what the Senator is
ask, at long last, the Senator from Col- suggesting is the case. And, of course,
orado if he sees a similar sort of situa- it happened again this last weekend.
tion here? Does the Senator see this, The Silverado hearing is occurring
in fact, not just as a situation where over there either today or tomorrow.
Republicans are concerned about this They relcased another letter that I
being a political issue for the Presi- had written to Chairman Volcker in
dent in 1992-that is obvious; it is obvi- 1984 before any of this sort of thing
ous by the petulance displayed by the was going on in an attempt to gain diPresident’s spokesman this morning versionary and intimidating tactics. A
that that is a concern. That to me is little bit silly. We caught them at it,
not debatable. They are concerned right. In fact, the release, the press
about 1992. and they have been watch- report on the release said documents
ing polls on a whole variety of issues. released by Republican operatives,
something to that effect. Caught in
That is not really debatable.
What concerns me here, and I was the act. It is very clumsy, and it also is
curious as to whether the Senator a very ineffective diversion from the
from Colorado, who has more experi- job that is supposed to be being done,
ence than I have in the legislative and that is the job of presumably
branch, sees it the same; whether the managing us back to some kind of ecoSenator sees it as a situation where, in nomic health and not just trying to
fact, the legislative branch is being wind your way through, slide through,
told, "you do not really have any cut corners between now and 1992.
I believe their fundamental goal is
rights to push too far on an issue we
precisely what the Senator suggests,
consider to be our prerogative."
Mr. WIRTH. I think the Senator just get reelected in 1992, damn the
from Nebraska raises an absolutely torpedoes, forget the truth, forget the
valid point with which I agree. I have validity of what is going on. All we are
had experience myself in precisely this concerned about is getting reelected in
kind of intimidation tactic, or what I 1992.
We could go on on this for a long
think is the Senator’s suggestion that
that is what it is. I think they are period of time and talk about where
trying to say to us clear your state- we are headed on various policy issues,
but thank goodness, Mr. President, we
ments, clear your questions before you
ask them. Do not give the small pota- are going to think just about 1992 and,
toes speech on the Senate floor. You for example, bring up the flag. Let us
cannot do that unless you call the wrap ourselves in the flag and maybe
if we divert ourselves with these kinds
White House and clear it.
About 3 weeks or a month ago, Mr. of dishonest stories relating to S&L’s
President, there was a hearing about and if we can wrap ourselves in the
to be held on the Silverado Savings flag, we can fool the American people
and Loan Institution on the House into thinking we are governing. They
side. Silverado is in Denver, CO. As a are not governing, and we are going to
diversionary tactic prior to doing continue to point it out. In Mr. Fitzthat-the Republicans, the adminis- water’s own words, what we are doing
tration has control of all the files. right here in the U.S. Senate is talking
They control all of this-they slid out about a decade of negligence and misinformation on David Paul. David management. That is what it is all
Paul apparently was a major S&L about, Mr. President.
Mr. KERREY. I wonder if the Senafigure in California. They attempted
to paint a variety of Democratic Sena- tor will yield for another question.
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Mr. WIRTH. I am happy to yield.
Mr. KERREY. I guess I need to
make it clear that I have never stood
on the floor and tried to associate
President Bush with the reasons for
the collapse of savings and loans. I
have never given a speech and implied
that his son as a consequence of being
on the board of Silverado had some
sort of association with the overall collapse. I have never stood here on the
floor and said, "Aha, didn’t you get a
hundred thousand dollars yourself
from Charles Keating?" I never came
to the floor and said, "Weren’t you the
head of the deregulation task force
that President Reagan put together?"
I have never done any of that.
I think what is history is history.
There are all kinds of processes for us
to determine who is and who is not
guilty in all of this. What I am concerned about is the way that currently
we have not organized and what are
we doing. If we just spent $60 billion
to $80 billion of the taxpayers’ money
this year, it seems to me a legitimate

question for a representative of the
people to come to the floor and ask
how is the money being spent? Has it
had an impact on interest rates? Is it
affecting the capacity of home buyers
to buy homes? Is it doing anything at
all to the economy? Are you selling
them as quickly as you could? Are you
taking into account the need for lowincome housing? It seems to me legiti-

mate for me to be asking questions
like that.
I have no interest in going back and
trying to connect the President with
all sorts of things that may have happened in the past. That is not my interest. It seems legitimate for me to
stand on the floor-and I ask the Senator from Colorado if he shares my
feeling that we perhaps need more of
it coming from Congress-and ask
questions about how this is organized,
questions about the impact upon interest rates, questions about the impact
on home buyers, questions about the
impact on communities, questions
about the impact on healthy financial
institutions that are out there right
now competing, competing with 400 institutions that the Government of the
United States now owns and is guaranteeing the deposits. It seems to me it is
legitimate.
I apologize again for the long question, but it seems to me legitimate for

us to be on the floor and, if anything,
we need to be on the floor more and
not be intimidated by what I consider
a rather petulant remark by the President’s spokesman. Rather than be intimidated by that remark, it seems to
me we ought to be emboldened by it
and come to the floor more often
this
asking questions about how
money was spent.
If it was a program for children, a
$5-million program, let alone a $500-
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billion program for savings and loans, gross? As I said, I do not see this is a
if it was a $5-million program, we Republican-Democrat issue. For gosh
would be here with everything we sakes, does anybody have to be rehave. If it went for children, if it went
minded what happened when the Nafor schools, if it went for energy or the tional Endowment for the Arts spent
environment, if it went for anything money that some Members thought
other than this, we would be over here was offensive? Does anybody have to
constantly saying we are the taxpay- be reminded that practically every
ers’ representatives and we have a time money is spent in some way that
right to know. It seems to me we offends a Member of Congress, whethshould be here more often.
er it is $1,000 or whether it is $1 milI again apologize for the length of lion, that they are on the floor immethe question and ask the Senator from diately saying it should not be spent
Colorado as my last question if that is that way?
legitimate.
Here you have $500 billion and the
Mr. WIRTH. I thank the distin- Stanford report saying maybe it is a
guished Senator for a question which
trillion over 40 years and the adminisis absolutely valid.
tration coming forward and saying,
What I hear on a steady basis from well, we are not going to count interconstituents is, Where are the Demo- est. We are not going to count the
crats? Are you all standing up on this? money that was spent prior to JanuWhy are you not all telling the truth ary 1989. We will leave all that off.
Now instead of $60 billion, it is $135
and talking about it?
Mr. President, if a tree falls in the billion, maybe. We are not sure.
woods and there is nobody around,
It seems to me that not only should
does it make any noise? We can come Democrats be on the floor but Repubout and raise these issues and if there licans, without concern for whether or
is no attention given to it, it does not
not it embarrasses the President behave any impact.
cause it seems to me, I would ask the
Now apparently and obviously we Senator from Colorado, unless Conhave some attention and it is about
gress becomes outraged that the taxtime. It is absolutely valid on behalf ol payers’ money is being misspent, that
the people that elected me and the it is being wasted, unless Congress
people that are represented by the dis- comes to the fore with some sense of
tinguished Senator from Nebraska and dignity, not comparable I would say to
the people who represent all of the the indignity and outrage that some
other constituencies on the floor of felt about the National Endowment
the Senate, all of our States have a for the Arts, we are going to get nothright t~ know what is going on. They ing done. All we will do is get somehave .. .glit to know and we have an
thing that might look good on TV but
obligation to ask, to raise these issues we will not in fact get to the bottom of
and continue to do so.
it.
I have raised this issue about enI ask if the Senator sees it that way,
forcement over and over and over as an issue where Congress needs to
again. The response that we have re- become more engaged; not just Democeived from the administration con- crats, who are perhaps attacked again,
sistently is, we cannot slend the as I said by a meanspirited. sort of
money. We are doing the job. We are angry little spokesperson for the Presisetting up task forces.
dent, but all of us in Congress.
We are checking out the size of the
Mr. WIRTH. The Senator again is
task forces being referred to. Some are correct. I did not raise the partisan
two people, some are four people, for issue: the partisan issue was raised by
what is admittedly these enormously the present, spokesman at the White
complicated items and we are going to House this morning. That was the purhave an amendment later, Senators pose of my heading up to address the
GRAHAM, DIXON, and I--we hope that Senate to see if I might be able to corit will come out on the crime bill; if rect the record, and to find once again
not, as a freestanding bill-to go after what indeed our responsibilities are.
the question of enforcing the law,
I would be more than happy to yield
bringing to bear the resources neces- to the distinguished senior Senator
sary to do the job. That is our respon- from Illinois.
sibility, not just to do what t he adminMr. DIXON. Mr. President, I thank
istration might suggest we ought to my friend, the distinguished Senator
do.
from Colorado, for his remarks. I
Mr. KERREY. I promise this will be would put this quest ion to him.
my last. I would like to know if I could
Would he agree with this Senator
ask one more question.
and many others who have followed
Mr. WIRTH. I will be happy to yield the thrift crisis that Bill Seidman is
to the Senator for a question.
probably the best informed and the
Mr. KERREY. In the one statement most responsibly motivated person in
which I this administration with respect to
the Senator made with
agree--although I will just broaden it finding not only a solution to the
a bit-the Senator said the people are problem for the future, but a correct
asking, where are the Democrats? way to address the existing problem
People are asking me, where is Con- that is before us right now?
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Mr. WIRTH. I agree with that, and
in fact said to Bill Seidman directly
that he has an enormous reservoir of
good will because he is the one person
who has been honest about this on a
steady basis; absolutely nonpartisan
about it, very clear, concise, and said
let us get on and be aggressive; also,
maybe most importantly, he shares
with the distinguished senior Senator
from Illinois a sense of urgency.
Mr. DIXON. Would my friend from
Colorado answer this question? If my
friend from Colorado were the chief
executive of this country at this point
in our history, with this immense
problem before us, would my friend
from Colorado urge Mr. Seidman to
leave the administration, and show
him the door at a time when this crisis
is before us in the country, and he is
the one single man most respected by
every Democrat and every Republican
on the Hill with reference to this particular concern?
Mr. WIRTH. I would keep Mr. Seidman. But is Mr. Seidman leaving?
Mr. DIXON. May I say to my friend,
and, Mr. President, may I say to my
friends, too, in the Senate and in the
country, that the best information I
have-and I think the accepted view in
this town-is that Mr. Seidman has
been politely shown the door by the
administration, and will shortly be
leaving the administration and abandoning the post he has held with great
distinction in this Government.
I would suggest that the experience
of almost every one of us as public
people over the time that we have
served in public service is that indispensable men and women in the times
of great crisis ought to be kept to ad-

dress the problem and find the correct
solution. I know of no one in the Government, I know of no one in the
country better qualified to address the
existing problem, and to suggest solutions so we do not have a repeat of
this problem in the near future, than
Bill Seidman.
Why do I talk about the near future,
Mr. President? My colleagues know
that, in recent hearings, we have had
testimony that the early symptoms
are there for the repetition of the disease that occurred in the thrift crisis
in commercial banking in this country-right now, something like $13 billion plus in funding to protect right
now a $49 billion exposure-testimony
from major people in our hearings
that if we had a recession similar to
the 1982 recession, that problem
would go right off the chart.
At a time like this, this administration is silently inviting in many ways,
and certainly, by implication, inviting
Mr. Seidman to depart the administration. I think that is a great tragedy. I
am concerned about it.
Mr. D’AMATO. Will my colleague
yield for a question?
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Mr. DIXON. I will yield for a question, though I do not know that I have
the power to do that.
Mr. WIRTH. The Senator from Colorado has the floor.
On the Seidman issue, and I will be
happy to yield to the distinguished
Senator from New York for a question, you will remember that Bill Seidman was I believe brought to Washington initially in 1974 by Jerry Ford.
Mr. DIXON. He is a’ Republican,
may I say; a friend, I think, of the
former distinguished President.
Mr. WIRTH. He was brought to help
Jerry Ford at a time of very real crisis
to provide a calming influence. We
know what happened. That was a time
in which there was a good deal of sig-

nificant healing after an enormous upheaval. Bill Seidman did a very fine
job at that point, and I think he is entrusted with a similar kind of crisis
today. I am sorry to hear the Senator
say that he believes that he will be
leaving or has been in fact given the
door.
I am happy to yield to the distinguished Senator from New York.
Mr. DIXON. If I could make this
further observation before my friend
from Colorado gives my good friend
from New York an opportunity to be
heard, may I make these few points?
I agrec with what my friend from
Colorado has said. It is sort of implicit
around here that the administration
simply does not want to do much
about this problem. We have the Seidman example. Here is the outstanding
man in the Government leaving at a
time of grave crisis. I think that is
something the country ought to be
concerned about.
My friend from Colorado talked
about the fact that this Senator and
the Senator from Colorado offered an
amendment to the supplemental appropriations bill to take $30 million
from the assistance for Panama in
that supplemental appropriations bill
and give it to the Department of Justice to hire investigators and prosecutors: $30 million, Mr. President. Do
people here remember how much that
bill involved?
First of all, for Panama and Nicaragua alone, it involved $720 million.
Many people supported that. But the
entire supplemental itself-and the
record will show I voted against it. It
was a voice vote, but I put a statement
in the RECORD about how onerous I
felt that bill was. That bill contemplated $4.5 billion of the taxpayers’
money for all kinds of expenditures in
the country. Not one person on the
other side took exception to that expenditure. Yet on our $30 million attempt to transfer funds for a useful
purpose with reference to the thrift
problem, there was a parliamentary
objection on the other side, believe it
or not, to that amendment when the
whole bill itself, that whole supple-

mental appropriations bill, was subject
to that same objection. That $4.5 billion bill, full of a great deal of pork,
went down without a burp, without a
burp. But the $30 million caused an
upheaval of extraordinary proportions, Mr. President.
Tlat is an attempt to try to solve
the problem. We come along with our
attempt now to set up a special strike
force. We are finally going to have an
opportunity on the crime bill to offer
that amendment-the Senator from
Colorado, the Senator from Florida,
this Senator and others. I expect at
that time that will be opposed by the
administration.
Mr. President, there are any number
of good reasons to have concern about
how we are moving in the degree of
due diligence in which we are moving
on this thrift crisis in America.
When Mr. Fitzwater makes the kind
of statement he made in this press
conference and suggests it is a problem caused by the Democrats, I would
want to again bring to the attention of
this Senate and the public generally
the fact that this is referred to even
by the Secretary of the Treasury, Nick
Brady, as a problem of this decade.
This decade is a decade in which this
administration has controlled the Government, and has been responsible for
what occurs in the Government.
I think it is very clear that the deregulation, the inability to regulate
that industry, and to properly regulate
that industry is what has led to this
very serious crisis in the country.
I would say that as a minimal thing
the administration ought to be doing
all it can to put the crooks in jail, to
pursue with great vigor the deep pockets out there, get back this money by
piercing the corporate veil by looking
at bank accounts, by piercing bankruptcy if necessary, and fraud and
criminality will do that, and otherwise
in every way possible through a motivated effort of the highest degree find
this money in the country in these
deep pockets, from these crooks and
these thieves who have taken it from
the American people, and put it back

in the Treasury.
I thank my friend from Colorado for
his remarks, with which I want to
fully associate myself. I say one last
time, it is a sad day in this town when
Bill Seidman leaves his post and leaves
us without his intellectual capacity
and his honesty and understanding of
this great problem.
Mr. WIRTH. If I might reclaim my
time and ask a question, is there a replacement for Mr. Seidman?
Mr. DIXON. I do not know that of
my own information, may I say to my
friend from Colorado. There will, of
course, be a replacement, I think, in
time for Mr. Seidman. I think that the
confidence he holds of the American
public and the Congress and the Gov-

ernment will be lost to America. I
think it is a great loss.
Mr. WIRTH. It seems to me that
before setting up a situation where a
person who was trusted in doing the
job leaves and before you encourage
him to leave, before you open the door
and invite him to leave, you have
somebody ready to move into that slot
and people know about it. If, in fact,
we have what I think is a very real
crisis of confidence and a valid crisis of
management, I do not know who that
person is.
Mr. DIXON. I might also respond,
when we talk about these problems.
Mr. Seidman has suggested some of

the solutions we ought to look at, solutions like looking at the deposit insurance question. Incidentally, I do not
think it is his view that the $100,000
deposit insurance level should be reduced. I think he generally feels that
would have very little salutary effect
now.

There is a question of risk-based deposit insurance. I hope the Senator
from Colorado knows that. This Senator has been
researching
it for
months. There is a question of the toobig-to-fail doctrine, whether we ought
to have it at all any more in view of
the experiences we have had in America. This Senator feels we should not.
There is a question of stronger regulation. After the industry was deregulated on the recommendation of a
commission chaired by the now President, then Vice President, of the
United States, it is the view of the
major regulator that absolutely nothing was done to supervise these institutions after deregulation, that is to
say, to see that there was safety and
soundness in these institutions.
What are we doing about that now?
Why is the administration not bringing us legislation to deal with the
problem that its own witnesses now
tell us is a growing problem in America that could be repeated, Mr. President, and that the symptoms of that
dread disease are already apparent in
the commercial banking
industry?
Where is the legislation to address
that problem? This Senator is working
on legislation, but I am not the President of the United States or the Secretary of the Treasury. I am working on

the problem

because

I see it. But

where is the solution to the problem
that this administration, in the last
decade, has permitted to occur in this
country? That is the question I think
my friend from Colorado and others
quite properly ask.
Mr. WIRTH. I thank the distinguished Senator from Illinois for his
aggressive leadership and his sense of
urgency, which I think is maybe the
most important variable we ought to
attend to. This is a serious matter that
demands serious attention, demands
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serious energy, and not business as
usual.

not think it was important enough to
respond to that question, I think is indicative of the passivity with which
this whole issue has been treated.
Mr. President, I further suggest that
there is another fundamental issue,
and that is the necessity for Presidential assumption of leadership on this
issue. We have heard almost nothing
since the initial legislation was introduced, almost a year and a half ago, on
this issue from the highest levels.
There has not been a call to action,
nor has there been a statement to the
American people that this is an issue
under control, to calm yourselves, do
not act in an irrational or an inappropriate manner, because we have this
issue under control. What we have
heard is silence.
I think it is time that the President
step forth, and I suggest that he has a
fairly obvious speech to be delivered.
He needs to tell the American people
some basic facts about just what is
happening. Is this still the $50 billion
problem that he described it as being
when his legislation was introduced in
early 1989, or is it the $500 billion
issue that the General Accounting
Office says it is, or is it the $1 trillion
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the pace that the Department of Justice has been pursuing prosecutions in
The distinguished Senator from
the S&L scam,Mr. Fitzwater says:
Florida-whom I see is on the floor-We always like the prosecutions to go
and I have legislation, in fact, to exfaster but this is a process that is not quick.
amine the deposit insurance issue, how
It means chasing paper through a lot of organizations. We have some 1,000 cases, more
much of it there ought to be, to examthan 1,000 cases in the works. The Attorney
ine how many deposits one has, and
General is gearing up task forces all over
risk-based insurance. We introduced
the country.
that in 1987. We have introduced that
We have information that in fact
in this Congress, and we hope that we
there are over 21,000 referrals of
will have success in having that
criminals cases currently
pending,
become law.
most of them in an inactive status
I see the distinguished Senator from
before various investigatory and prosFlorida is here.
ecutorial agencies. Is it 1,000 or 21,000,
Mr. GRAHAM. I thank my colleague
or
as my colleague from Colorado refrom Colorado.
ported last week in a conversation
I have another concern in reading
with the head of the Office of Thrift
the transcript of the press conference
Supervision, it may be mounting at
this morning by Mr. Fitzwater. The
the rate of 8,000 to 10,000 every month
concern is that there seems to be, in
as the regulatory agencies get deeper
the essence of this conference, an exinto the levels of abuse within these
ample of the passivity, an essential
institutions?
lack of concern for this problem, emaI think the American people deserve
nating from the highest levels of the
to know the facts so that we, too. can
administration.
understand and participate in moving
For example, the whole press conferour Nation through this very, very
ence started with questions about a
dark
period of its economic and politilunch held today between the Presical history.
dent and the Attorney General and
Finally, Mr.President, I suggest that
issues of what would be the topics to
be discussed, and was one of those issue that the Stanford University re- the President could speak to the
topics to be discussed the criticism of searchers think it may well be? What American people about what does this
the slow-paced prosecution of the is the extent of the problem? The mean about your future? Does this
criminal component of the S&L deba- President of the United States is in S&L debacle say that your plans to
cle? In the course of the question-and- the best position of any American to buy a new home in the next few years
answer relationship with the press, assess the depth of this issue, and are going to have to be put aside? Does
this question was asked: "There is what is the true extent of the chal- this mean as a small business person
that your hopes of securing financing
some fairly tough talk about going lenge that we face?
The President needs to tell us how for expansion of your business are
after these people," that is, the criminal element within the S&L industry, he thinks we ought to pay for it. Last going to have to be delayed? Does this
"is the President getting them," the year, the dominant concern was how mean that the economic future of the
criminals, "to cover more of the costs, to avoid having the cost assigned to country is going to be placed in some
seizing more of their own property to anyone’s reponsibility. After a long doubt and, therefore, you should
defray the enormous cost to the Amer- debate, we finally decided to put 30 adopt a more defensive and protective
individual, as well as societal, economican taxpayer of this bailout?" That is percent of the cost of last year’s $50
a good question. That is a question billion-$30 billion out of the $50 bil- ic posture?
Mr. President, we received some diswhich a lot of Americans have been lion was put off budget, so that it
asking themselves, asking us, hoping would not be so visible, so that it turbing news just this morning, a
report that construction of new housthat they would have a chance to ask would not be so painful.
I believe that we need the President ing last month fell 1.4 percent to the
a spokesman of the President of the
to step forward to tell us today, was lowest level since the 1982 recession.
United States.
What was the answer? The answer that a responsible decision? Or,should To what degree is that another rewe revisit it? Should we not do as some sponse, another reflection, another
is, Mr.Fitzwater says:
The Resolution Trust Corporation is very thoughtful people such as Felix symptom of the spreading S&L crisis?
Rohatyn
last week suggested, pay for
Those are the kinds of questions
distaking
over
these
thrifts,
charged with
pensing with the property, getting back all it now? You went to the party, you got that I think the President, not an unthe funds that they can to help pay for the the benefits, this particular generation informed petulant spokesman, should
depositors’ losses.
of Americans; you should pay for this, be speaking directly to the American
That was not the question that the not transfer it to our children and to people. With that candid talk could
inquisitive reporter was asking. The our granchildren.
then come the outline where we go
Mr. President, I think those are le- from here, because I agree that what
inquisitive reporter did not want to get
a lecture in how you sell distressed gitimate questions. You, as the leader the American people are interested in
assets with an S&L, What she or he of the country, I believe could give most now is solving this problem, not
be
wanted to know is, how are you going this Nation a sense of calm and direc- lacerating history. There will
to hold the individuals accountable tion by speaking to those issues. We plenty of opportunities for political
historians
to
evaluate
of
what
need
to
know
some
facts
about
what
is
and
academic
who profited by these series
Mr. Fitzwater would go on to call the happening relative to the criminal what has happened in the past. What
is critical now is what is going to
"decade of mismanagement," how are prosecutions.
Mr. Fitzwater said today he thinks happen from now through the future,
you going to get the people who actually put the money in their pockets to there are maybe 1,000 cases that are that we have the ability and responsidisgorge and help to reduce the costs currently being processed by the De- bility to provide some direction to control.
that all of us are now going to have to partment of Justice.
In response to the question on the
Mr. President, I would be interested
pay. The fact that Mr. Fitzwater
in whether our distinguished colleague
either did not know or, if he knew, did S&L, is the President satisfied with
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from Colorado feels that that is an- and that "we wouldn’t have asked for
other lesson that might be learned
from a reading of the press conference
held earlier today by Mr. Marlin Fitzwater.
Mr. WIRTH. Mr. President, the
issue of again a lack of urgency and a
lack of attention to this serious problem is raised by lack of knowledge. We
are told this morning that maybe
there are 1,000 cases out there. The
facts of the matter are, as the distinguished Senator from Florida has
pointed out, much, much more dramatic and difficult than that.
The Federal Bureau of Investigation
has received more than 20,000 referrals, not 1,000. But 1,000 of those
20,000 involve losses of more than
$100,000.
As of February 1990, 4 months agoand lots has happened since then-the
FBI had more than 7,000 pending
bank and S&L fraud and embezzlement cases, some 3,000 of which were
major-3,000 fraud and embezzlement
cases that were major-and more than
900 of those thought to involve more

than $1 million each. That is almost a
billion right there.
Mr. Fitzwater pointed out and said
maybe there are 1,000 cases here that
we are kind of going after. Then he
went on to say the Attorney General is
gearing up task forces all over the
country.
What is he gearing up the task
forces with? The fact that we found
out, after probing on this front, was
that the administration-this goes to
the point about the money-we said to
them,"Spend this money and go after

this fraud." They would not do it. The
FBI was also asking for this money.
The FBI asked for 224 more agents;
the U.S. Attorneys Office requested
113 more assistant U.S. attorneys and
142 more support staff.
The administration now is coming
around and saying maybe we will do a

little bit more, but what they have
done is let the FBI add 42 agents and
26 support staff. This is a faint response to the problem. The problem is
mammoth; the response is a token response.
They say, can the administration use
this money? Of course they can.
In recent testimony before the
House Government Operations Committee’s Commerce, Consumer and
Monetary Affairs Subcommittee, the
administration
officials
indicated
there is a need for additional resources. These are people who are
career service.
On March 14, 1990, Oliver B. Revell,
Associate Deputy Director of the FBI,
discussed the difference between the
March 1989 request and the eventual
allocation of resources to pursue financial institutions fraud and embezzlement. Mr. Revell said that these additional personnel were still needed

So maybe we will not say that he
them if we didn’t need them."
meant this. Maybe we will just say he
On March 15, 1990, Assistant Attor- did not have time to do his homework.
Mr. President. I would like to say
ney General Edward S.G. Dennis, Jr.,
testified before the same House sub- one thing. I am part of the guilt of the
committee. Mr. Dennis’ statement S&L problem. I was a U.S. Senator
noted that seven FBI field offices re- during the past decade. I voted for
quested additional special agents but some of the deregulation proposals
were not allocated any new agents. asked for by the Republican adminisTen other FBI field divisions were de- tration. I am part of the guilt.
But for Marlin Fitzwater to go to
scribed by Mr. Dennis as receiving
"substantially fewer positions than re- the press and say that the Democrats
should bear the majority of the blame
quested."
The story was similar when Mr. for the S&L crisis is beyond my comDennis turned to the U.S. Attorneys prehension. Mr. President, I think
Offices: 11 districts requested addi- that this body, and this Senator, are
tional assistant U.S. attorneys but did within our rights, and within my
not receive any while eight districts re- rights, to ask the President of the
ceived substantially fewer positions United States at this time if he associates himself with these allegations and
than they requested.
That is a very stark contrast to the accusations against the Democratic
Attorney General gearing up task Party.
I think if President Bush would only
forces all across the country.
Mr. PRYOR. Mr. President, I take look back, he would have to remind
this opportunity this afternoon to himself that in the FIRREA Act,
commend the very distinguished Sena- signed August 8. 1989, it took the
tor from Colorado for bringing this Democrats working with the President
to pass that particular bailout plan. It
matter to the attention of this body.
I also associate myself with the re- could not have been done without
marks of the Senator from Illinois, the Democrats. It took Democrats, Mr.

Senator from Nebraska, and the Sena- President, to approve the nominee for
the OTS Director’s position, Mr. Timotor from Florida, that have preceded
thy Ryan, a man who I thought was
mine.
Mr. President, I ask unanimous con- unqualified for the job and whom I
Despite
my
opposition,
sent that after my remarks appear in opposed.
the RECORD that the transcript of the enough Democrats did vote with ReWhite House briefing given by Mr. publicans to approve Mr. Ryan’s nomiMarlin Fitzwater be printed in the nation. It could not have been done
with just Republicans. My point is Mr.
RECORD.
President, that Democrats have pubThe PRESIDING OFFICER. Withlicly supported President Bush’s efout objection, it is so ordered.
forts to clean up the S&L industry, yet
(See exhibit 1.)
his spokesman puts the blame for the
Mr. PRYOR. Mr. President, that is
problem on us.
the press conference that Mr. FitzMr. President, I have accepted blame
water, speaking for the President of
for a portion of this S&L crisis bethe United States, held, I assume, this
cause I was a Member of this body,
morning sometime before lunch.
and the buck stops here. But if there
About 2 hours ago someone handed
is any grave Democratic responsibility,
me a United Press International sumI think it is that we were negligentmary of this press conference that I
negligent because we did not subject
have just made reference to, that I am
the regulators who were telling the
placing in the RECORD.
Congress about the status of the S&L
Mr. President, I will say that when I
crisis 3 and 4 years ago, to a polygraph
read this news article, this United
test.
Press International summary of that
This is where we wwere negligent. We
discussion in that press conference, I should have
submitted them to a polydid not know whether to laugh’ or to graph test. We should have put them
cry, but I would sense that really what
under oath. Because, Mr. President, in
I felt was-I guess I was flabbergasted, looking back, and this is a harsh accuflabbergasted that the chief spokes- sation, they
simply were not telling us
man of the President of the United the truth. We could not find
out the
States would make statements such as truth. We heard rumors. There were
he made in this particular press con- innuendos. There were accusations.
ference.
We would call people before our comMy next reaction was, well, maybe mittees. We could not get the truth.
Mr. Fitzwater-who has been so busy
Looking back, Mr. President, what
the last 2 or 3 weeks defending us was happening there was an attempt,
from the flag burners, protecting our a studied attempt, to make certain
people from the flag burners-maybe that during the last 1 or 2 years of
he forgot to do his homework or look President Reagan’s Presidency-and
at any history of the last decade which he had been a most popular Presihas led up to the greatest financial dent-no scandals erupted. So they
scandal in our country’s history.
kept postponing
this. They
kept
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saying, "Well, it is not as bad as you these cases are not being prosecuted.
think, Senators and Congressmen. Some people say, "Well, we do not
This thing is going to go away." Or, have enough money. We do not have
"we are going to grow our way out of enough prosecutors. We do not have
it." But, Mr. President, the truth was enough courts."
the S&L crisis was here. It was hapMr. President, once again, it was the
pening. And we were not being told Democrats, it was the Democrats in
the truth. Those are the facts.
this body and in the House of RepreAnd, yes, all of us have a little blame sentatives that said, "Mr. President,
to share.
you name what you need to go after
Mr. President, I think the Senator these crooks and these scoundrels. We
from Nebraska a few moments ago put will give it to you. We will get it for
his finger on a larger issue. I would you." They cut back on the requests.
like to talk about that for just a
In FIRREA last year, signed by the
moment. That larger issue is the abuse President on August 8, there was-I
of power that we may be seeing the think I am correct, the Senator may
first signs of in this particular admin- want to correct me-$75 million auistration. I hope it is not true, because thorized to investigate and prosecute
I know President Bush. I know him as S&L crimes. That money has not been
an honorable man. I went to the U.S. spent, Mr. President. Some of it has.
House of Representatives with him as We tried, as we stated a moment ago,
a freshman Congressman in the year to take some $30 million out of a for1967. He is a good man. He is a decent eign aid program and make it available
man.
so the Justice Department could have
But when his spokesman, Marlin more money, so they could hire more
Fitzwater, goes before the press and prosecutors.
"Well, no, we do not think we will be
he starts talking about individual Senators and individuals who he is trying for that"-a lackadaisical attitude.
Mr. President, last Thursday I made
to put the blame on-he lists for example, Senator BOB KERREY, Demo- a little statement on the floor about a
crat of Nebraska-and then he says, situation in Texas, to demonstrate the
and I quote Mr. Fitzwater, "Take a mentality, which is rather laissezlook at all of them."
faire, and says everything is going to
An abuse of power, after just having be nice. I wanted to know what the
been with the Attorney General of the Government liquidators were going to
United States. "Take a look at all of be doing with some of the Persian rugs
them." What sort of a message is that, out of the S&L’s they closed. I would
Mr. President? Is that a message to like to be able to buy a Persian rugSenator KERREY, and to Senator probably I will never be able to. I
WIRTH, and to Senator GRAHAM, and wanted to know what they were doing
to Senator DIXON, and to Senator with the Jaguars and walnut desks
PRYOR.
and conference tables and Picassos
"If you ask any questions about this, and sculpture. I said, what did they do
we are going to take a look at you." Is with these?
Well, let me tell you what happened.
that what we are talking about? Is
that what we have come to? They say, The GAO found out in the State of
"Well, all of these problems are going Texas, they did a little test case there,
to go away. We are going to have a $3.3 million inventory was taken to a
enough money to fund this. We do not warehouse. Do you know what the
need to put it on budget." Funny taxpayers netted out of those liquidamoney, make believe, Disneyland.
tiors, Mr. President? After the wareMr. President, I have been a politi- house storage, after the inventory, the
cian pretty well all my life. I started lawyers’ fees, the consultants-you
running for office when I was 25 and name it-the taxpayers netted out of
got elected when I was 26. I have usu- that $3.3 million only $57,000.
Mr. President, the distinguished ocally been able to explain just about
anything-a vote, a position, a state- cupant of the chair is a very successful
ment, a misstatement, you name it. businessman and he knows that is not
Maybe that is the gift or the art or the a very good deal. It is not a good deal.
It is a sweetheart deal and this is a
science of being in politics; I do not
sweetheart
deal.
Mr. President,
know. I do not want to get into that.
But, Mr. President, I cannot go George Bush’s chief spokesman is
home to my State of Arkansas, I trying to cast that blame where it is
cannot go home and explain to those not due.
Looking at the State of Texas,
people in a town hall meeting why
these crooks are not in jail and why people say well, we should have had
the American taxpayer is going to more regulators or should have done
have to pay for their yachts, their Jag- this or should have done that. Yet the
uars, their mansions, their villas, their thrift industry was coming up here
crying to us, saying, "We do not want
Mercedes. I cannot explain it.
I cannot explain to those people, Mr. regulation, we want deregulation, we
President, when I go back to Arkansas, want free enterprise, we want to be
why these 21,000 cases that the Sena- able to wave the flag." What haptor from Colorado once again brings to pened, Mr. President? We had free enour attention on the Senate floor, why terprise, all right.
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For example, in the State of Texas,
in 1981, there were 54 regulators. By
1987 there were 12 regulators. We
turned away from the problem. We
thought it was being looked after. But
we could not get the facts.
Mr. President, another comment
from Marlin Fitzwater in today’s press
briefing. A reporter by the name of
"Jerry" questioned: "Marlin, you are
kind of suggesting that the decade of
mismanagement was chiefly Democratic. Would you care to balance it off
and tell us where the Republican
faults lie?"
Mr.Fitzwater: "No."
Another question. Mr. Fitzwater
calls on Sara. That could be Sara
McClinton, I do not know.
Mr. Fitzwater calls on Sara who says
in the second part of her question:
"And also, Mr. Fitzwater, I would like
to ask you if any Republican has ever
come forward since that $100,000 was
passed, and asked that it be cnanged?"
Mr. Fitzwater says, "Well, we’re
taking a look at all of that now."
Mr. President, there has been a lot
of talk today about blame. I think it is
time to stop talking about blame and
do something about the problem. I
think the first thing we can do about
the problem is hire the number of regulators we need. We can equip them,
we can give them the tools.
They say, well, we are forming task
forces all over the United States. Mr.
President, we do not need any more
talk about task forces. We do not need
any more consultants. We do not need
any more studies. We need action. The
American people are asking and begging for that action because our credibility is diminishing quickly-this institution’s.
I conclude, Mr. President, by saying
I am deeply troubled by Mr. Fitzwater’s statement and I am hoping
that the President of the United
States, George Bush, who is a very,
very decent man, will disassociate himself, before the sun sets, from these
accusations.
Mr. President, I thank the distinguished Senator from Colorado.

NATIONAL AFFORDABLE
HOUSING ACT
The Senate continued with the consideration of the bill.
AMENDMENT NO. 2032

Mr. WIRTH. Mr. President, I have
original recognition to offer an amendment. Mr. President, on behalf of
myself, Mr. JEFFORDs, and Mr. HEINZ, I
send an amendment to the desk and
ask for its immediate consideration.
The PRESIDING OFFICER. The
clerk will report.
The assistant legislative clerk read
as follows:
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The Senator from Colorado [Mr.WIRTH].

international competitiveness and for
for himself, Mr. JEFFORDS, and Mr. HEINZ, the environmental crisis that is unan
amendment
numbered
2032.
proposes
iolding around the world. It is clear
Mr. WIRTH. Mr. President, I ask ;hat the Earth’s atmosphere cannot
of
the
unanimous consent that reading
benignly absorb the increasing levels
amendment be dispensed with.
of carbon dioxide released by man’s
The PRESIDING OFFICER. With- burning of fossi! fuels. From acid rain
out objection, it is so ordered.
to global warming, we have come to
The amendment is as follows:
understand that energy policy is the
Section 203 of the National Housing Act is essential component of environmental
th:.
thereof
the
end
amended by adding at
policy. Indeed, environmental policy is
following new subsection:
driving energy policy and will continue
(v) Develop a Uniform Mortgage Financ- to do so for the foreseeable future.
ing Plan for Energy Efficiency.
My intention today is to explore the
(1)The Secretary of Housing and Urbani
Development, in consultation with the Sec- relationship of these two issues. For
retary of Energy, shall within two years of more than a decade, the Alliance to
the passage of the National Affordable Save Energy has shown that energy
Housing Act (NAHA),promulgate a uniform efficiency should be a mainstay of the
plan to make housing more affordable affordable housing formula. In 1988,
through mortgage financing incentives for we reported that energy is the largest
energy efficiency.
cost of housing after rent or mortgage
(2) To develop this plan, Ihe Secretary
payments. Their research found that
shall form a task force tomace recommenenergy represents about 20 percent of
dation on financing energy efficiency in prithe
typical monthly housing expense,
vate mortgages, througl: the policies of Federal agencies and federaily chartered finan- and more than one-third of the houscial institutions, mortgage bankers. home- ing budget of low-income families.
builders, real estate brokers, private mortWe know that energy is a big piece
gage insurers. energy suppliers, and non- of the affordable housing puzzle. Our
profit housing and energy organizations.
challenge lies in finding opportunities
Mr. WIRTH. Mr. President, I offer to reduce consumer expenditures on
this amendment on behalf of the dis- energy in order to free up resources
tinguished Senator from Pennsylvania for investments in better and more
the proper
[Mr. HEINZ] and the distinguished decent housing. With
junior Senator from Vermont [Mr. policy mix, good energy policy can be
JEFFORnnl. The three of us, Mr. Presi- good economic policy, good housing
dent, have the pleasure and the honor policy and good environmental policy.
of serving as chairs and cochairs of the We must keep in mind that every
Alliance to Save Energy, a very impor- house we build or rehabilitate today
tant national group set up 10 years will effect these policy objectives for
ago by Senator Percy. The first Execu- years to come.
tive Director was Carla Hills, now the
Energy, in itself, is not a primary
consumer good. Rather, our constituU.S. Trade Representative.
The purpose of the alliance was to ents want energy services for their
focus on issues of energy efficiency. homes-lights, heat and air-conditionThe alliance had a very important con- ing. The objective of energy conservaference last spring that focused on af- tion is to ensure that these services
fordable housing. One of the issues are available to consumers in the most
that emerged in the affordable hous- efficient manner. Research by the Aling conference was the importance of liance, Harvard University and other
energy efficiency.
expert, organizations, has found that
If, Mr. President, we could develop a by implementing cost-effective energy
program that made housing more efficiency measures, we can cut our
energy efficient, the people who were national housing bill by $25 billion anin that housing would have more nually. In the process, we can help
money left over to do other things. millions of people in this country. The
That is pretty obvious. If we can devel- Alliance believes that as many as
op a way in which the energy efficien- 250,000 families could become homecy can be applied to those individual’s owners for the first time and another
mortgages, then they are ahead and 2 million households, mostly lowwe can make housing available and af- income renters, could afford to pay
fordable to a lot more people.
their housing bills if we make homes
Without question, affordable hous- energy efficient. In the process, we can
ing is a national crisis: the shame of help limit the need for new powerhomelessness
and the squeeze on
plants and reduce environmentally
homeownership remain realities de- damaging emissions.
If we were to reduce energy conspite this Nation’s tremendous wealt.i.
Today, many of our children are find- sumption by 25 percent in the housing
ing it difficult to own a home-even sector of our economy, we could save
with two incomes. Young people that the equivalent of 400 million barrels of
are able to afford their first home, oil every year, preventing the emismust make that purchase further and sions of millions of tons of carbon difurther away from urban centers and oxide--the primary greenhouse gas.
Mr. President, working with the
the workplace.
Energy efficiency is also a pressing Banking and Urban Affairs Commitissue-for our energy security, our tee, we have taken a first step in
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achieving these savings. S. 566 includes language that directs the Department of Housing and Urban Development to develop energy efficiency standards for new construction of
public and assisted housing. The Federal Government pays more than $1
billion each year for the energy bills
of public housing. Much of this could
be avoided with cost-effective investments,
The amendment I am now offering
takes a further step-develop a uniform mortgage financing plan for
energy efficiency. While Fannie Mae,
Freddie Mac, FHA, and VA have made
prograss toward incorporating energy
considerations in the mortgage underwriting process, there is no uniform,
simple policy that consumers and
lenders can use to ease the affordability squeeze. We need a uniform, understandable procedure for incorporating
the costs of energy efficiency improvements into the mortgage and ensure
that it is well known to builders, realtors and buyers alike. If we let consumers roll the cost of energy efficiency improvements into their mortgages,
the savings may help more buyers to
qualify for loans.
The ingredients of an energy efficient home are well known and commercially available: better insulation,
radiant barriers, more efficient heat
pumps and high efficiency appliances.
Unfortunately, these features are not
being built into many of today’s
homes. High initial costs and the failure of mortgage insurance procedures
to account for energy efficiency are

the primary impedients.
Let me give a real-world example of
energy efficient affordable housing. In
Dallas, TX, homes are being financed
with an initial added cost of $250 to
the home for energy efficient measures which adds about $2.50 to the
monthly mortgage payment, However-and this is what is key-these
homes save the owners $35 a month in
energy bills.
I think you will agree that making
this kind of mortgage readily available
to buyers will enhance a family’s ability to own a home, as well as make important reductions in energy consumption. Overall, I think these kind of initiatives will cost very little in public or
private dollars, and will give us better,
more affordable housing.
I hope, Mr. President, that this

amendment will be agreed to. We have
discussed it with the distinguished
managers of the legislation on both
sides.
The PRESIDING OFFICER. The
Chair recognizes the Senator from
California.
Mr. CRANSTON. I think the Senator from Colorado has offered a very
fine amendment. I know he has been
very active for a long time in pushing
energy efficiency relating to many,
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many problems in our society, including global warming on a worldwide
basis, pollution all over our country,
and energy efficiency is one of the
ways to resolve that. It is a fine
amendment and I am prepared to
accept it on behalf of the majority and
I believe the minority is likewise ready
to do so.
Mr. DOLE. Mr. President, I am not a
member of the committee but I am advised there is no objection to the
amendment on this side. We are prepared to accept it.
The PRESIDING OFFICER. Is
there further debate on the amendment?
If there be no further debate, the
question is on agreeing to the amendment of the Senator from Colorado.
The amendment (No. 2032) was
agreed to.
Mr. CRANSTON. Mr. President, I
move to reconsider the vote by which
the amendment was agreed to,
Mr. DOLE. I move to lay that
motion on the table.
The motion to lay on the table was
agreed to.
Mr. WIRTH. I want to thank the
distinguished manager of the bill, Senator CRANsTON. He and his staff were
very helpful in developing this. This is
a different way of thinking about
energy and housing. I think this is an
important step. I want to thank Senator" CRANSTON,

as

well

as

Senator

D’AMATO, on the minority side, who
was also helpful with his staff. Thank
you, Mr. President.
Several
Senators
addressed
the
Chair.
The PRESIDING OFFICER. The
Senator from California.

THE S&L CRISIS
Mr. WIRTH. Mr. President, to recapitulate, illegal activity was widespread within the savings and loan industry and will cost taxpayers billions
of dollars. The American people right-

fully expect the Federal Government
to vigorously pursue individuals whose
illegal activities contributed to the industry’s losses. If we are serious about
sending a message of "never again" to
those involved in the financial industry, we must aggressively investigate
and prosecute criminal activity related
to the S&L crisis. We cannot let those
in the financial services industry believe the Government will cover any
loss-no matter how big-and then let
the perpetrators go unpunished.
There is no question that fraud and
insider abuse by S&L owners and management contributed significantly to
the problem we now face. The need
for additional resources to investigate
and prosecute criminal activity within
the thrift industry is also well documented:
The Federal Bureau of Investigation
has received more than 20,000 refer-

rals involving fraud and other criminal
activity in the financial services industry that the Bureau has been unable
to examine. More than one thousand
of these cases are major involving
losses of more than $100,000.
As of February 1990, the Bureau
also had more than 7,000 pending
bank and S&L fraud and embezzlement cases, some 3,000 of which were
major. And more than 900 pending
cases and about 235 of the unaddressed referrals involve losses greater
than $1 million.
The Department of Justice caseload
is growing rapidly. Mr. Timothy Ryan,
the new Director of the Office of
Thrift Supervision, recently informed
me that bank and thrift regulators
were sending the Department of Jus-
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asked for them if we didn’t need
them."
On March 15, 1990, Assistant Attorney General Edward S.G. Dennis, Jr.,
testified before the same House subcommittee. Mr. Dennis’ statement
noted that seven FBI field offices requested additional special agents but
were not allocated any new agents.
Ten other field divisions were described by Mr. Dennis as receiving
"substantially fewer positions than requested."
The story was similar when Mr.
Dennis turned to the U.S. attorneys’
offices; 11 districts requested additional assistant U.S. attorneys but did not
receive any while 8 districts received
substantially
fewer positions than
they requested.
Mr. Dennis said that:
tice 8,000 referrals per month regarding civil and criminal violations and
A significant reason why these shortages
that there were now 80,000 cases pend- exist is that there is insufficient funding
under FIRREA to fill all the requested posiing.
Regulators will examine and close tions.
more insolvent institutions and the
Yet FIRREA authorized $25 million
Department of Justice will receive more than the $50 million the adminthousands more referrals of possible istration requested for this purpose.
criminal activity related to savings and
By now Senators are familiar with
loan failures, increasing the workload this problem. The issue has drawn a
for Federal investigators and prosecu- great deal of attention in recent
tors.
weeks. Although the Senate rejected
The $50 million requested by the ad- my amendment to transfer funds from
ministration for fiscal 1990 proved in- Panama tourism development assistadequate. The additional personnel ance to the Department of Justice
provided by these funds did not meet [DOJ] for investigation and prosecuthe staffing needs identified in a 1989 tion of financial institution crimes, a
FBI survey. In this survey, FBI and variety of related proposals have since
U.S. attorneys’ offices requested 224 been introduced in both the House
more FBI agents, 113 more assistant and Senate.
Several proposals would reorganize
U.S. attorney positions, and 142 more
support staff positions than the agen- the Federal Government’s activities in
cies received.
this area. These include legislation to
The administration’s budget propos- create a Financial Services Crime Divial for fiscal year 1991 does not make a sion within DOJ, authorize a special
specific request to target criminal ac- prosecutor to investigate the S&L
tivity related to the S&L crisis and in- crisis, establish local strike force in
stead includes some funding for this areas with the highest levels of crimipurpose within the overall request for nal referrals, and authorize the Secret
investigating and prosecuting bank Service to join in investigating thrift
fraud. The budget would only permit
crimes. Another bill directs the Attorthe FBI to add 42 agents and 26 sup- ney General to pursue the thousands
port staff, well short of the bureau’s of unaddressed referrals and pending
staffing needs.
cases over the next 2 years. Legislation
Additional resources are needed as has also been introduced that would
soon as possible because the passage of expand investigators’ subpoena autime makes investigation more diffi- thority, increase access to IRS records,
cult.
prevent restitution orders from being
In recent testimony before the discharged in bankruptcy, allow reguHouse Government Operations Com- lators’ administrative expenses to be
mittee’s Commerce, Consumer and reimbursed from civil penalties, give
Monetary Affairs Subcommittee, ad- the RTC priority in claims against an
ministration officials indicated there is institution and its officers and direca need for additional resources to tors, and make all types of bank fraud
subject to the Racketeering Influpursue financial institution crimes.
and Corrupt
Organizations
On March 14, 1990, Mr. Oliver B. enced
Revell, Associate Deputy Director of [RICO] Act. Some of these ideas has
the FBI, discussed the difference be- found their way into more than one
tween the March 1989 request and the piece of legislation. Importantly, Memeventual allocation of resources to bers on both sides of the aisle in each
pursue financial institution fraud and Chamber have joined in this chorus
embezzlement. Mr. Revell said that calling for action.
these additional personnel were still
Many of these initiatives deserve our
needed and that "we wouldn’t have serious attention and support. I ap-

