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December 2, 1974 CONGRESSIONAL RECORD- SENATE s 20283 

THE ECONOMIC SITUATION 

Mr. MANSFIELD. Mr. President, I, 
too, want to join my distinguished col
leagues, the Senator from Alabama <Mr. 
SPARKMAN) and the Senator from Mis
sissippi (Mr. STENNIS) in complimenting 
the cogency and the terseness with 
which the distinguished Senator from 
Wisconsin has expressed his position. 

However, while he finds fault with 
what has been advocated by the leader
ship in both Houses, as yet he has not 
come up with anything in the way or 
speclflcs. 

I would potnt out that it was the dis
tinguished Senator !rom Mississippi <Mr. 
STENNIS) at the last meeting o! the 
Democratic conierence who raised the 
cry of alarm that something must be 
done, and advanced the suggestion that 
the joint leadership of both Houses meet 
in!orma.lJy with the President !rom time 

to time to discuss the economle situa
tion-a good sua~Uon, agreed to by the 
President and, hopefully, something will 
come out of ft. 

Now, if I m~ dlicuss some of the mat
ters which were reported out by the 
Democratic c0111erenu at the last meet
ing: 

(1) Creating a Job program and expand· 
lng tmemployment benefits to mltlgntc tht' 
hard;hlps or unemployment. 

I believe the RepubUcan leader hnf\ 
agreed to that proposal and, ll my 
memory serves me correctly, the dis
tinguished Senator !rom Wisconsin <Mr 
PaoxMIRE) has voted !or legislation of 
Ulat kind. 

(2) Revtvl.ng the Reconstruction Finance 
Corporation to deal with the credit needs of 
a.lllng buslnesBea dnrlng Urnes or economic 
crtsts. 

I have stated that I do not think that 
Congress is the forum to which ailing 
businesses should come for rellef and, I 
bel1eve, that bamcally is the Pallitlon o! 
the distinguished Senator !rom Wiscon
sin. Neither he nor I, if my memory serves 
me correctly, voted for relief for the 
Penn Central, voted for relief for Lock· 
heed, voted for relief !or Grmnman, be· 
cause If you are going to bring big busi· 
ness ailments to Congress on a happen
stance basis, you are putting on Congress 
a reSl)Onsibll1ty which It should not as
sume. I do not think that you are doing 
ailing big business a favor by having 
them come to ua, to lobby and pressure 
for the purpose of getting handouts, 
loans, or whatever we want to call them, 

Mr. Preaident, I a..~k: UIUl.nimous con
sent that an article which appeared in 
the New York Times for Sunday, Decem
ber 1, entitled "A New RFC Is Proposed 
for Business," by Felix G. Rohatyn be 
printed In the RacoRD. 

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

A NEW RFC Is PROPOSn> :rOR BusiNESS 

(By Pellx 0 . Roho.tyn) 
With the country sliding rapidly Into 

what appeara to be a ;erloW! recession, sug
gestions are being mad!) to revive the Recon
struction Finance Corpora tton as part or an 
overall economic program. Tho Democratic 
leadership hrur proposed this step and bas 
introduced the necesso.ry Jeglela.tlon. 

Revt val of the R.F C. as part or a plan to 
get the economy on Its teet Is desirable with· 
out any doubt. In the Deprei!Sian years of 
the 1930's, the R.F.C. played an Important 
role In providing JJquldlty to banks and key 
Industries, thereby preventing !allures and a 
deepening spiral or the economic downturn. 
Howe,ver, !Jlmply recreating the R.F.C. to pro
vide addJUonal credit to bQrruwers other· 
wise unable to obtain It, would be to over· 
took key aspects of the actual role played by 
the agency and to Ignore ba.~c dltl'erenc<'s 
between the ftna.nclnt stntcture of United 
Stat~ enterprise then and now. It the R F C 
Is to be recreate<!, let It become a. vital In
strument of economic growth and not just 
another lender or Ja.st resort. 

The R .F C. Itself was a ~evlval, In thl~ ca~c 
a revival of the War Finance Corporation ot 
World War I . It took place In January, 1932 
It was charged with providing emergency 
facilities tor banks and other credit tn.stltu
tlon.s. It was a!.!lo given br011od authority to 
make Joana to &«r~cultural, commercial and 
Industrial enterprtsetl. The Rational Cl ty 
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Bank letter of February 1932 stated: "The 
enactment o! the R.F.C. Act of Jan. 22 is 
recognition by the QQvernment of tbe 
inter~t or all the people in supporting the 
cr~dit granting Institutions . . -. and In 
bridging over the refinancing difficulties or 
t he rallwavs . .. :• It went on to say, "The 
object of the R.F.C. Is to revive Industry by 
receiving credit" 

The Initial funds !or the R.F.C. were to 
consist o! $500-mllllon of capital subscribed 
to by the United States Treasury and the 
authority to raise an additional $1.5-bllllon 
through the sale o! QQvernment guaranteed 
obligations. Conceived initially as a defen
sive mechanism, the corporation WBI! not 
perceived as a possible Instrument tor eco
nomic stimulation. It was only in 1933 that 
emergency banking legislation gave the 
R.F.C. the authority to purchase bank pre
ferred stocks, thus enabling their capital 
base to be strengthened. 

Of approximately $4-billlon proposed 
R.F.C. expenditures tor 1934, the largest por
tion, $1.4-bllllon, was earmarked tor the 
purchase of bank preferred stocks. Even
tually the R.F.C. expanded Into other areas 
through subsidiaries such as the Commodity 
Credit Corporation. the Electric Home and 
Farm Authority, the R.F.C. Mortgage Com
pany and the Federal National Mortgage As· 
soclation. It also financed public works pro
grams, made Industrial loans and provided 
emergency relief. 

By 1938, the R.F.C. had disbursed $10-
billlon, including approximately $4-bllllon to 
financial Institutions, $1.5-bllllon to agrlcul· 
ture and $1-bllllon each to railroads and 
public works. The fears of many that the 
R.F.C. would become an instrument o! 
creeping socialism or of state planning were 
unwarranted: a vast Investor o! public funds, 
the R.F.O. nevertheless wM operated essen
tially along the lines of a private banking 
Institution. 

This brief review should be kept In mind 
when consideration Is given to the role and 
the powers of a new R.F.C. in today's eco
nomic environment. Certain factors would 
e.ppear to be the most obviously telling : 

At every level of our economy our Institu
tions are overburdened with debt. In the 
past 10 years the debt-equity ratio of indi
vidual corporations has gone from 25 per 
cent to 40 per cent. Inflation and the col
lapse of the equity markets has accelerated 
this trend. 

The continued decline in the equity mar
kets has resulted In 80 per cent of New York 
Exchange stocks presently carrying a multi
ple of less than 10 times earnings. A majority 
of such companies have market values of 
less than their book values. Many are un
able to sell eqult7 at any reasonable price. 

The Big Board has recently estimated that 
the equity requirements of American Indus
try for the foreseeable future could approxi
mate $60-bllllon a year. It would appear that 
1974 will produce only about $6-bllllon. 

The United States banklng system, trying 
to keep pace with the requirements for 
credit, has Itself become dangerously over
extended. The requirements for equit y by 
the banklng system may, In some ways, be 
proportionally greater than those of the In
dustrial sector. 

The dangers to the International banking 
system caused by the deficits or oll Import
ing countries are too well known to require 
more than a mention. 

This environment of fragility In both the 
Industrial and the financial sectors exists at 
a time of steeply declining production, 
sharply increasing unemployment and con
tinued Inflationary pressures. The doWnward 
leverage, under those circumstances, would 
be vicious. 

There exists today no public Instrument 
for providing the only true safety net that a 
major corporation or bank should avail lt
selt of when In difficulty~ major Infusion 

of equity capital. A massive Infusion of 
credit , such as wns undertaken by the Fed
eral Reserve System In the case or the 
Franklin National Bank, wlll provide tem
porary relief to cover withdrawals by de
positors. It will not provide capital support 
to the bank In the case or a major default. 

An emergency loon guarantee ena·bled the 
Lockheed Aircraft Corporation to obtain 
necessary short-term credits but lt did not 
rPsolve the company's long-term require
ments; a major restructuring or Its debt and 
n large infusion of new equity capital wUI 
be required to do t his. 

At a t lme when loss of confidence Is an 
almost palpable thing, accelerating the 
downt urn or a shaky economy, a major 
bankruptcy either in the Industrial or the 
financial sector Is to be avoided at any rea
sonable cost. The R.F.C. should be the safety 
net, but the cure should be permanent. From 
Its inception, lt should be an Instrument 
empowered to make significant equity In
vestments, In t he form of either common or 
preferred stock, for the long-term resolution 
of financial problems. 

There wlll be wide opposition to such a 
thesis bot h on Ideological and practical 
grounds. The specter of socialism wlll be 
raised by the conservatives and the cry of 
"big business ball-out" will be heard !rom 
the liberals. Serious concerns with respect to 
the governance o! such an enterprise, to its 
potential polit ical power, to the possible 
conflicts-of-Interest and corruption posed by 
such a mass of capital, wlll have to be de
bated and resolved. But the need tor the 
enterprise would appear to be sufficiently 
great to outweigh the drawbacks. 

In addition to being an Investor of last 
resort empowered to make equity Infusions 
Into banks or Indust rial enterprises deemed 
to be "In the public Interest," the R.F.C. 
could become a catalyst of st imulation In 
many areas. It a Manhattan-type project in 
the area or energy Is ever undertaken, as Is 
clearly required, t h e R.F.C. could play a 
major role as an Investor, risk-sharer, lender 
and guarantor In a variety of projects. Al
though state-regulater concerns such as util
Ities should perhaps not be eligible Invest
ments, the financing or massive generating 
facilities, the output of which would be 
shared by various grids, could be considered. 
Construction of over $20-bllllon worth o! 
generating capacity has been canceled so far 
this year, Its effect to be felt years !rom now. 

There can be no denying that such an or
ganization, with the type of wide-ranging 
freedom described above, can be perceived 
as a ftrs t step toward state planning of the 
economy. Yet the time may have come for 
a public debat e on this subject. Our econ
omy Is today subjected to certain traumas 
which have nothing to do with the result or 
free market Interact ion. The oll cartel and 
the prices of other basic commodities that 
directly affect our economy such as phos
phates and alumina are the result of politi
cal rather than economic decisions, and are 
tot ally beyond our control. 

At a time )Vhen the oll producing cowl
tries are levying an Initial tax of $60-bllllon 
a year on the rest of the world, the United 
States has become capital-poor. The possi
ble Impact on this country's welfare, as well 
a.a Its security, of foreign control of major 
enterprises has n ot been evaluated. The 
premise that, under such circumstances, 
the country has to husband Its resources 
more carefully, allocate them more prudently 
and match Its financial capabilities with Its 
social priorit ies would appear to be worth 
considering. What many will call state plan
ning would, to the average family, be no more 
than prudent budgeting. 

There are many who believe that long-range 
economic planning. at the Federal level wlll 
become a necessity. A plan without Instru
ments to bring it to reality, however, Is slm-

ply one more piece o! paper. T ht> R .F .C. could 
be one of the key Inst ruments In t h is kind of 
approach. By Injecting equity capital where 
none Is available In quantity, i t could facili
tate major-restructuring for the public pur
pose. 

For Instance. if a merger or Pnu American 
World Airways and Trans WO!'Id Airlines np
pears to be nat ionally desirable, a $250-mll
!lon equity investment. In the merged com
pany could nccompllah much. I t could cause 
the lenders or both corporations to conver t 
some o! their debt to equity, or reduce carry
Ing charges or s tretch out maturities. It could 
Ins ure the merged company's ability to ride 
through the storm, achieve Its savings and Pf
ficlencles and ultimately be profitable enough 
to provide a fair return to the investors 
(including the R.F.C.), a viable employer 
and pass some savings on In lower fares. 

The R.F.C. should, thus, become a perman
ent part of our economic es tablishment, not 
just as a last -ditch creditor but as a vibrant 
Instrument of both rescue as wen as stimu
lus. It need not, and should not. be a per
manent investor In any one particular en
terprise. It sl1ould only remain as an investor, 
either as a part-owner or creditor, untU such 
time as It can, In the public interes t. divest 
itsel! of the enterprise In which It Invests 
and this Investment Is eligible for normal 
market channels or until the markets are 
capable of performing their function. The 
R.F.C., therefore, should. In effect, become a 
revolving fund-hopefully a profi table one
which steps In where no alternatives are 
available and which steps out when the pub
He Interest has been served and n ormal 
market forces can again operate. 

An initial capitalizat ion of $5-bllllon In 
commonstock subscribed to by t he Treas
ury, nnd the authori ty to issue up to $10-
blllion In United States guarant eed obliga
tions would provide a major safety !actor to 
the economy In the comin g times of perU. as 
well as simultaneously taking pressure off 
t he banking system. These obligat ions could 
provide a logical Investment for the surplus 
dollars of oil-producing count r ies. 

Financing the capital subscription should 
come !rom the private sector. I t could take 
the form of a levy of 1 per cent of pretax 
profits of all enterprises ean1lng over $1· 
mllllon per annum. This would reimburse the 
Treasury's subscription In less than five 
years. 

The R.F.C. should combine public purpose 
with prudent business practice and, with 
the proper leadership and oversight, should 
accomplish both to the ultimate benefit of 
the tax payers. 

Its own board of directors should Include 
the secretary of the Treasury, the chairman 
of the Council of Economic Advisers, the 
chairman of the Securities and Exchange 
Commission and the chairman of the Federal 
Reserve System. With a large audience gazing 
over its shoulder, Its management wlll have 
to practice a degree of asceticism and con
form to s tandards or an extraordinarily high 
order. We should not d espair of that possi
bility, however. Other agencies have been 
held to such standards • • • the R .F .C. not 
to be nble to do the same. 

Mr. MANSFIELD. The idea of the Re
construction Finance Corporation being 
reconstituted lies In the fact that it did 
operate at a profit, that It did help ailing 
business, and It did so on a basis of wide
spread knowledge, know-how, and the 
technical knowledge to be able to under
stand all facets of the requests to be 
made for them. 

Frankly, I do not want to see Pan 
American come to Congress for a sub
sidy. I do not want to see TWA come to 
Congress for a subsidy, But both need 
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help, so 'll:liere hoUld they go? The only 
place 1 can Utmk: of In tfW; instance or in 
these instance& it & reconstituted Recon
stntctJon Finance Corporation. 

(3) Batabll hlllp; oredlt pro~dures w a.q to 
&Jlocaw credlt on11. priority ba.51s In thellght 
of the Nn tlon s crltlcal need.!! 

I belteve the Republican leader CMr. 
HuGH ScoTTi indicated Ws assent to this 
padicular proposal and, I believe, that 
this 1:; U1e attitude of the Senate as a 
whole I do not know what the position of 
the distinguished Senator from Wlscon
ml Is, but I thln.l: he is In accord with the 
proposal of this kind. 

Mr. PROXMIRE. Mr. President, will 
the Senator indicate-! missed that 
last,:.....what was that? 

1 Mr. MANSFIELD. Establishing credit 
procedures so as to allocate credit on a 
priority basis in the light o! tne Nation's 
critical needs. 

Mr. PROXMIRE. Well, I have some 
ideas along that line. 0! course. In gen
eral, I think the notion ls oJl rlcrht, but I 
Ullnk we might have a little difference o! 
opinion on specUlcs. 

Mr. MANSFIELD. I was Just speaking 
In general. I was speaking In specifics 
on O> about unemployment benefits and 
a Job program. 

(4) Implementln& mandatory allocallons 
awl, IC need be, the equltt~oble rationing o! 
energy, en!orclng other conservation mea
sures. Including a ba.slc 55-m.Ues per hour 
speed Jaw and reducJng wastage In the utU-
2ty and othet Industrial til!ldll to the end 
that <l.epend!l'ney on foreign ~burces o! petro
leum can be reduced by 1 mUUou barrels per 
day as the PrestdetU; has s11ggested. 

But he has not recommended it. He has 
thought It worth consideting and, I thlnk, 
that the 1 m1111on OO,rrels of oil per day 
reduction is the least that we can do to 
cut down on the imports of petroleum. 

The Republican leader was correct this 
mornlng when he said that we were 
coasting along, we were not aware of the 
fact, I think. the poss1bfllty, at least, that 
an energy crisis mlgh't confront us this 
winter because. let me remind my col
leagues, that what the OPEC turns off 
they can turn on and turn olf again, and 
ihey can u.se It for political, economic 
and other leverages. 

So, franklY. I would llke to see mL.ion
ln!{ reimposed. I would like to see the 
st>eed limit observed. And. while I am 
aga1ns t the proposal o1 some of the Presi
dent's ad"91sers that the tax on gasoline 
be raised 10 cents a gallon, 20 cents, 25 
cents. 30 cents a gallon, I would be glad 
to reconsfder my posillort In the light of 
an oventll package which would be spe
cific and V.hlch \\·ould face up to the 
difficulties whiCh confront tbls Nation 
today. 

We ought to be through with generali
Ues and \'olunteerlsm because neither w111 
work and if the people of thts country 
thillk they are going to sl1~ through 
l'>ecau.se the oll is pounng out rJ1. our ears 

t the moment. tb..eY: are mistaken, be
carn;e wh.at. we are facing is a new era, a 
new Wm . a ~ge nnd we are going to 
\ave to mcxll!y our life ooncept.s accord

mgly 
So I ho~ t.hu.t somethiqg ,qpeolfic along 

these lines, as well a.s t.be others v.hlch I 
mentioned, oan be done. 

Now, No.5: 
formulating a system under which, when 
nccued as a J.a&t resort, etrective oontrola can 
be unposed to encompass pricee, w~es. rente., 
and profits, 11.nd hlgh Inter~ rates, IIM1ll1ng 
that such a system Is deVeloped and en
forced fairly and eqult&bly and w1thout dls
crlmlnAtlon ln tenn.s of the overall needs or 
the Nnllon. 

This is a generality, but I think the 
concept is plain as to what is mea.n.t, 

The distinguished Senn.tor from Wis
consin has raised some very pertinent 
questiOns and paints as to how he woUld 
apply each of these factors under such a 
program, but I would point out that the 
key sentence, or the key part of the sen
tence in 5 is, "when needed as a last 
resort," then effective controls ought to 
be considered. 

The senator wa.c; correct when the 
Senator said that durlrtg Phase :U wage 
and price controls worked and that -as 
soon as they were ll!ted everyth.lng went 
thro\lgh the roof a.nd still Is going 
through th~ roof. It may happen aga:ln. 
I do not like wage, price, rent, profit, in
terest rate controls, but I do not like 12.2-
percent Jnflation, I do not like 6.2-percent 
unemplayment, a.nd I do not like the 
trend in both areas which Is up. 

I think that the American people are 
looking to Congress for relief and initia
tives. 

The Senator mentioned there woUld be 
more Federal control. Yes, there woUld 
be, because on the "Qasis of the last de
pre&Sion in 1933-and I livoo through 
that depression, as did the senator, I 
knew what It was having a master's de
gree and not being able to get a job 
wnshlng dishes, and that depression has 
moulded my social philooophy, What did 
the Government do to cure that depres
sion, insofar as it was cured prior to the 
war? why, it brought m social security, 
unemployment Insurance, all these other 
protections The Government just could 
not keep out, and the resUlt of that is we 
have too much centralized Government 
today; too much. 

But. we cannot turn the clock back, so 
we better face up to the reality of what 
the people expect from us and try to do 
something accordingly and do it on the 
basis of specifics, because the time for 
action, it it is not past, is a.lmost upon 
us, and, as I sa.ld before, we know for 
whom the bells are tolling. 

I yield the floor. 
Mr. SPARKMAN. Will the Senator 

yield to 111e before yielding the floor? 
Mr. MANSFIELD. Yes, indeed. 
Mr. SPARKMAN. I wa.nt to Sj:I.Y that 

I am in agreement with most of the 
specifics thll.t the Senator has mentioned. 

I go along with the Senator on the Idea 
of the reconstituted Reconstruction Fi
nance Corporation. lt did a. tremendous 
job when it was in force before and I 
think 1t £PUld do a job again_ 

I certainly believe that ev~ry effort 
ought to be macje with. :reference to cut
ting down t.he unemployment, ce:rta!nly 
prevepting 14. f1·orn becoming m.ore and 
more. 

I do not go along with the Senator on 
the idee, of aUocatwn of c:redit. Now, 
there can be some form of alloca.tlon, 
but it is something that will have to be 

worked out on the basis of policy b.Y the 
Federal Reserve Boa.rd ra.tner than spe
clf!caJJ.y moving ahead of time on what 
those allocations of credit are going to 
be. In other words, It woUld be a policy 
action carried out as the need a.rlses 
without actual action ahead of time. 

I believe that we ougl1t to be greatly 
concerned with the job situation and I 
think we ought to follow the recom
mendations which I understand the 
President bas made, whether he has sent 
the request here or not, of public employ
men~ in order to help relieve that 
situation. 

I remember the old WP A da,ys and I 
know what a job it did. We used to mlloke 
a lot of jokes about people leaning on 
their shovels and ral\lng leaves, things 
Qf- that kind. Nevertheless It was a tre
mendous force pu1l1ng O)lt Of that terri
ble depression through wl:Uch we lived 
back in the early l930's. 

It took bold action on the part of 
President E.oosevelt at that time. I re
member the inaugural address that he 
made In 1932 when he first came to the 
Presidency. As I recall, lt was only 12 
minutes long. I stood on the sidewalk in 
my home town ~U<d listened to It on the 
radio from a store inside and I remember 
when lle said; 

We have nothlng to fear but tear Itself. 

Then he went on and said: 
I don't know what we will do, but v.•e'll 

try somebblng, 1f It doein't work we'll throw 
It away and, try sometbtng else. 

That is the !Cnd of determination I 
think we need again in this country and 
I believe we can have it. 

Mr. MANSFIELD. May I say that the 
Senator not only lived during the depres
sion in Alabama, but the Senator served 
in the Congress during the depression. 

I recall President Roosevelt saying
and I was only one among thousands 
without a job and no hope-what the 
Senator has said and saying also on a 
later occasion: 

We wm ctrlve tho mdne)' lenders trom thP 
temple. 

Mr. SPARKMAN. I remember that. 
Mr. MANSFIELD. And In Montana In 

those days, 1t one wanted to get a crowd, 
all President Roosevelt had to do was 
announce a fireside chat. No TV, but 
radio, and we turned out by the hundreds 
and sometimes by the thousands. Why? 
Because we were looking for leadership 
and Initiative. · 

Mr. SPARKMAN. And he gave it to us. 
Mr. MANSFIELD. And he gave it to us. 
And that is whAt the people expect 

today from the President and from the 
Congress, working together. 

Mr. President, I am delighted with 
what the Senator said about his support 
on a reC'OllStltuted RFC. 

Mr. SPARKMAN. Mr. President, may 
I say Just this further. In the early days 
of the depression, I was a yoUng lawyer, 
aPd I remember that I made practically 
nothing. I remember tho hat'dshlps. Mr 
wife got a job as a. schoolteacher. She 
taught for $60 a month. That was pr~c
tlcally what we ll~ed on, that and the 
credit that was extended to us by a 
neighbor who had a little store who would 
let us buy the food that we needed on 



s 20286 CONGRESSIONAL RECORD-SENATE Decembe1· 2, 197 4 
time. and it ran for :"1 lor>g time until 
we worked out of that. 

Mr. MANSFIELD. Memo~~ remain. 
May I say that my wife, ~ high school 

teacher in Butt~-! was going with her at. 
the time, she was not my wife then
cashed her insurance to put me through 
school. 

I thought I bad two job offers after I 
graduated, one paid $75 a month-they 
make that much in a day now-the other 
paid $80. I lost both of them and I got 
a job then as a graduate assistant at the 
University of Montana for $25 a month 
for 10 months and I had to teach two 
pretty big freshman classes 5 days a 
week. One could not get a job in those 
days. 

When I look at the Senator from Ala
bama <Mr. SPARKMAN) and the Senator 
!rom Wisconsin <Mr. PROXMIREl and the 
Senator from Mississippi (Mr. STENNlSl, 
all who know far more about the tech
nicalities of the economic situation which 
confronts .the Nation today than I do, I 
am impressed because it Indicates an 
interest, but what I am asking for is 
specifics--specifics-specift.cs and leader
shiP-leadership on the pe.rt of the Presi
dent of the United States, and co
operation with him on the part of the 
Congress. 

Mr. STENNIS. Will the Senator yield a 
half minute? 

Mt'. MANSFIELD. I yield. . 
Mr. STENNIS. I want to say this, with

out getting Into the specifics. The Sena
tor from Montana has been one who has 
been pounding, pounding, pounding on 
this problem, and offering concrete sug
gestions and exerci~ing leadership, the 
sound kind, the necessary kind, even 
though we might not agree with all that 
he has said. 

I think he is so correct In stating that 
v;e are being forced into a new ern. We 
are being forced with new problems. We 
can solve them. I do not believe we have 
much more time. 

I thank the Senator. 
Mr. MANSFIELD. I think we can solve 

them, but we have to work together and 
face up to rea.l.itles. 

Mr. PROXMIRE. If the Senator will 
yield, I want to congratulate the Senator 
on an excellent presentation. I know how 
deeply he feels. I do think that the de
bate we have had so far indicates that 
there is some unfortunate misconception 
about the kind of situation we face. 

There Is no question that Roosevelt 
was a very great leader. There is no ques
tion he gave this country the kind of in
spiration, leadership, action and speci
fics that we needed at the time he came 
into power. 

I do believe we have to take a look at 
the economic situation then and now. It 
is entirely different now. We do not need 
the kind of action now that we needed 
then. We do need action, action that 
might be more difficult to take for various 
reasons. 

I think we ought to do our best to stim
ulate that action in the private sector. 
That is why housing can be so helpful. 
We are 1 million housing starts below 
what we had about a year ago. If we can 
stimulate econumic activity in this area, 
it means we are putting to work Idle re-

sources. It Is not inflationary, because 
unemployment is now over 12 percent in 
the construction trades. 

The ACTING PRESIDENT pro tem
pore. The time of the Senator from 
Montana has expired. 

Mr. MANSFIELD. I yield to the Sen
ator 1 minute under morning business. 

Mr. PROXMIRE. I think there are 
specific actions we can take. We dis
cussed the wage-price situation. I have a 
bill which I Intend to introduce, as I told 
the Senator. within a few days, or if the 
Senator from Alabama thinks it would 
be more realistic I shall introduce it next 
year. 

I do think we have a strong di1!erence 
of opinion on the RFC. The difference is 
that I do not think Pan American and 
Penn Central should come to the Con
gress or to a new administrative agency, 
either one. After all, if they cannot make 
it, that is lt. 

If the Congress decided not to go along 
on some of these individual corporate 
bailout proposals that have been before 
us, it is not because we thought they 
should go somewhere else in the Govern
ment. It is because we thought they 
should stand on their own feet. When we 
do that, we do not destroy jobs. If the 
demand is there, It means that the jobs 
will be taken up by competitors who are 
more efficient. 

Mr. MANSFmLD. If the Senator will 
yield, may I say that even there you have 
Government interested in Pan American 
and TWA. Wbat about the postal rates? 
What about the price they pay for land
ing rights In foreign countries compared 
to what foreign countries pay in this 
country? 

Mr. PROXMIRE. I agree. 
Mr. MANSFIELD. We have the diffi

culties in which Pan Am and perhaps 
TWA find themselves at the present 
time. So the Government has a 
responsibUity. 

The Senator mentioned housing. Wbo 
is putting up the money to get housing 
going, when and If It gets going? The 
unemployment rate in housing is closer 
to 20 percent in the construction In
dustry than it is to 12 percent. 

Did we not pass a $3 billion bill not 
so long ago, by means of which, under 
favored interest rates, the housing in
dustry and the timber industry-which 
is in a slump, a decline, a recession
could be helped, so that they could 
recover? 

The Government is in everything too 
much, but it is In there, so we have 
to make the best of it. The Govern
ment is in because of the depression of 
1933, when the safeguards that the Sen
ator talks about were created and which 
up to this time have kept the lid on, so 
to speak-perhaps the cap on the bottle 
of recession-up to a certain point. 

In 1933, there were no means by which 
the Government could help the people. 
President Roosevelt came in, and legi.e
latlon was enacted, even though \.he RFC 
was inaugurated by President Hoover 
in 1931, a revival of a World War I 
agency which did not become effective 
until1932 or 1933. 

The PRESIDING OFFICER (Mr. 
MciNTYnEl. The 3 minutes of the Sena
tor from Wisconsin have expired. 

ROUTINE MORNING BUSINESS 
The PRESIDING OFFICER. Under 

the previous order, there will now tie a 
period for the transaction of routine 
morning business, for not to exceed 15 
minutes, with statements therein lim
ited to 3 minutes. 

THE ECONOMIC SITUATION 

Mr. SPARKMAN. Mr. President, I just 
want to make this very brief statement 
with reference particularly to the hous
ing situation, which the Senator has 
mentioned. ' 

We did enact a very fine housing law. 
Secretary Lynn called me after that con
ference report and congratulated me 
upon our getting out such a good housing 
net. But has it been implem ~ntcd? 

The Senator from Wisco. sin will re
call that ln conference, after a very hard 
struggle--by the way, that conference 
lasted for 5 weeks, meeting morning, 
noon, and night, as the Senator will re
call-we finally continued two programs 
that the administration was dead set 
against-that Is, the 235. and 236 pm
grams. 

Has anything been done on those pro
grams? Those two programs have not 
been utilized. It could be done with a 
minimum effect on the budget. They 
should be used. 

Talking about the slump !n housing, I 
sometimes think that housing is respon
sib1e for more employment than most of 
us real!ze, going back into the woods, 
where the logs are cut, and down into 
the bowels of the earth, where the min
erals are found. We have a tremendous 
slump in that Industry now. 

We are not building as many homes as 
we should be. The best way I know of to 
stimulate that right now would be to 
activate the 235 or 236 programs. 

Mr. PROXMIRE. Mr. President, I 
agree with what the Senator from Ala
bama has just said. 

I think there are two points to which 
we should be very sensitive in housing. 
No. 1 Is that it is not true that most of 
the money in housing, even in Govern
ment-assisted housing, comes from the 
public sector. It comes from the private 
individual. 

In the 235 program to which the Sen
ator !rom Alabama has referred, the in
dividual will pay the entire amortization 
part of the loan, and pay part of the in
terest. So that is largely a privately fi
nanced program. The Federal Govern
ment puts up a small proportion of the 
total cost of the housing and the interest. 

This is true of the 236 program. In the 
conventional program, the Federal Gov
ernment puts up nothing. We put up in
surance, but this is carried on in the 
private sector, with the disciplines of the 
private sector, with the profit motive and 
the other motives working to keep it ef
t: 'nt and without inflationary pressure, 
b~cause we have available resources. 

The trouble is, as the Senator pointed 
out, that we have enacted these pro
grams, the funds are available, and the 
program could be put into e1!ect, bll~ the 
admin!strat.ion simply refuses to move 
ahead. That has been true weelci;Vft.::.-
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\\CCk and month after month and year 
after year. 

Smce January o! 1973, '1\e ha\·e had a 
moratorium on Govenunent-assisted 
housing. The monetary policy ha.s re
sulted m a sit\&ation In v.hich interest 
rates are so high that conventional hous
mg ha.s been cruc!fied, too. 

We have the resources and the man
power, and we should mo\·e ahead. It can 
be largely in the private sector and can 
be without a glga.ntic Govenunent pro
gram. It seems to me that it is an ex
cellent way to move ahead, to proceed. 
There nrc other specifics with which I 
hope to come up in the future. 

Mr. GOLDWATER Ml·. President, will 
the Senator yield? 

Mr. PROXMffiE. I yield. 
Mr. GOLDWATER. Mr. President, I 

have Ustened to this colloquy with great 
interest. Speaking as a conservative Re
publlcan. I find myself In a great deal 
o! agreement with what ha.s been said. 

In fact, this morning, on a national 
television show. I suggested that the 
President put Air Force I in the hangar 
for about 8 months and stay home and 
pay attention to our domestic problems. 
I hope he wlll do that. 

I agree with what has been said about 
this country needing leadership. Whether 
the leadership is going to produce any
thing or not is beside the point. I think 
we need to be told where we are, what 
the dangers are. and where we will find 
ourselves if we continue the way we are. 

Mr. President, I can remember the de
pression of the 1920's and 1930's very 
vividly. I made $15 a week and ran a 
busine~~ that did not make any money 
for 5 years. But we did not have to lower 
salaries or have to fire anybody. That 
is not easy to do. I lived In a part of the 
country that really was not seriously af
fected by the Great Depression. 

I am not one of those conservatives 
who voted for n Lockheed loa.n, or a 
Gnunman loan. or to help Penn Central, 
and I do not intena to help Pan Ameri
can or any other airline, other than by 
urging the Government to do those things 
we already cr.n do and which the major
ity leader has mentioned. 

I just want to leave one llttle word 
o! warnlng as we go into the end of this 
Congress and the beginning o! the next 
Congress. We are going to be sorely 
tempted to try things that we have tried 
before which have never worked. There 
is no way that wage and price controls 
wm·work. They never have worked, since 
the days of Babylon, and they tried thetn, 
too. 

I just want to remind my colleagues 
that in spite of the leadership that 
Frnnklln Roosevelt gave in the 1930's, we 
still had 17 mllllon people out of work 
In 1939. It took World War II to end 
the depression that started in Austria 
in 192S-started In Austria when the 
Austrians were doing precisely what we 
arc doing In this Congress and have been 
doing in this Congress for 40 years, 
through Republicans and Democrats 
alike--spending money \\C do not have. 
There ts no W8Ji in the v.orld that Is going 
to work. 

So I think Congress has a charge in 
front o! It Let us really ork on these 

budgets I do not care whether It Is mtll
tary or space, both of which are very 
close to my heart, or whether 1t is HEW 
or what It is. It 1s time that we told 
the American people that being broke is 
a lot worse than having to cut down on 
a few programs here and there. 

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

Mr. GOLDWATER. I yield. 
Mr. MANSFIELD. The proposals ad

vanced by the Senator from Montana 
this morning may or may not be the 
answer I do not know. But I think 1t is 
mandatory that we attempt something, 
that we let the people of the Nation know 
that we are aware of the problems and 
are trying to find ways and means to 
face up to them. 

I have no compunction 1n stating that, 
In my opinion, people like Senator Pltox
MinE and Senator SPARK:MAN know far 
more about economics than I do. I have 
no doubt about their desire to do some
thing. But I hope we do not walt too long 
before we come forth with proposals, not 
necessarily in this session, but at least 
lay the groundwork, so that the first 
things we might be able to face up to in 
the next session would be the tackling of 
specific problems on which the people 
are crying out for us to help them. 

Time is running short. The coal strike, 
if it Is not settled, is going to further in
crease unemployment. The President has 
indicated that when unemployment 
reaches 6.5 percent, he has alternative 
plans. I am afraid that he is going to 
have to put them into operation. 

Inflation shows no signs of abating. So 
we have a problem which is up, up, and 
about which we should do something. 

Mr. GOLDWATER. Mr. President, I 
could not agree more with the Senator. 
I think that, above all, we need evidence 
of leadership. 

I might mention to the Senator one 
specific Item with which we might get on. 
We have an energy crisis facing us, and 
we will have one regardless of how much 
fuel comes into this country. We now 
have five committees of Congress to deal 
with energy. I have talked with the Sen
ator about this. I am not urging t11at this 
committee or that committee or the 
other committee take charge of It; but 
there should be only one committee in 
Congress interested in total energy, not 
five, and we should not have committee 
chairmen running around this country 
making politics out of energy. We should 
be doing something In this body about 
getting more gasoline, new sources of 
energy, better use of the atom, better use 
of the things that have been coming to us 
from the space program. 

I do not o!Ier this as a matter of criti
cism. I know that the Senator Is asking 
!or help as to where we might go, and I 
think this is one area that we could land 
on with all five feet, Instead of getting 
just one f.:>ot up. 

Mr. MANSFIELD. I am very much 
aware of the problem. I am trying to 
work out something. Something has to 
be done. Some action ha.s to be taken, 
and ii agreement carmot be reached, 
some action will be taken, and taken 
soon. 

Mr. PROXMIRE. II the Senator wlll 
yield for just 1 minute. 

Mr. MANSFIELD. Sw·ely. 
Mr. PROXMIRE. I say to my good 

friend from Montana that I think that 
the essence or leadership is to make spe
cltic proposals of the kind that he bas 
made. It is easy to disagree with what
ever Pl"OP06als a.re made, to tear them 
down, denounce them, show why they 
will not work or why they arc Inappropri
ate. It is much harder to come up with 
specific proposals. I think that the Sen
ator from Montana ha.s made It pla.ln 
today why he is an excellent leader, why 
we all have such respect tor hlm. 

I hope that my criticism o1 some of the 
proposals that he has ma.de-I agree 
with some-does not give him the lm
pres.sion that I a.m in any way critical of 
him. I think he is a tlne leader, he would 
not be as good a leader as he is. 

I think the debate this morning ha.s 
been helpful for me and helpful for 
other members of Congress, and will be 
very useful for the country. I think we 
should try to proceed on a vigorous eco
nomic program, but not the program the 
Senator from Montana has proposed. We 
may modi!y it one way or the other, but 
the more we know about It, debate it, dis
cuss it, and become familiar with it, the 
more rapidly and emctently we can pro
ceed. 

Mr. MANSFIELD. I say to the distin
guished Senator that I did not take the 
criticism personally. I thought that the 
Senator was performing a service, as he 
always has, because no one in this Cham
ber, in my opinion, speaks with better 
expertise on things economic that does 
the Senator from Wisconsin <Mr. Paox
MlRE). I thought it was good to have a 
colloquy o! this sort. I am delighted that 
it was carried on with such slncetity and 
seriousness. 

I think that the Senator from Wis
consin 1s to be commended and compl1-
mented !or raising the issue and, a.s al
ways, expressing his opinions as honestly 
and as candidly as he knows how. I com
mend him. 
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