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94 § 1405; Nevada, Nev. Rev. Stat. §§ 172.105,
172.115, 172.125, 172.175. 172.185; New Me:!:
ico, N.M. Stat. Ann. §§ 41-5-16.41-5-17; New
York, N.Y. Code Cr. Proc. §§ 245, 253, 254;
North Dakota, N.D. Cent. Code §§ 29-1(}-18 to
29-10-20; Oklahoma. Okla. Stat. Ann. 22
§ 331; South Dakota. S. D. Code §§ 34.1215,
43.1216; Tennessee. Tenn. Code Ann. §§ 4(}
1605 to 40-1608; Utah. Utah Code Ann. §§ 77
18-7, 77-19-1; Washington, Wash. Rev. Code
Ann. §§ 10.28.090 to 10.28.110.

'California, Cal. Penal Code §§ 929. 930,
933, 939.9; Georgia, Ga. Code Ann. § 59-317;
Nevada. Nev. Rev. Stat. §§ 172, 175; New
York, N.Y. Code Cr. Pree. § 253-a; Oklahoma,
Okla. Stat. Ann. 22 § 34L and Utah, Utah
Code Ann. 1967 Session Laws p. 575.

"Court developed rules restrict the power
of the gran'd jury to file reports making the
exercise of this power consistent with a high
regard for cIvil liberties. See In Re Camden
Co. Grand Jury, 34 N.J. 378, 196 A 2d 465
(1961). For an example of a New Jersey
grand jury report dealing with organized
crime. see 115 Congo Rec. S15751 (dally ed.
Dec. 5,1969).

• For an example of a New York grand jury
report dealing with governmental Ineffi
ciency, see 116 Congo Rec. S121 (dally ed.
Jan. 19, 1970).

• Specifically excluded from the holding
were "reports of a general nature touching
on condition in a community." 111 F. Supp.
869. These, Judge Wadnlfield observed,
serve "a valuable function and may not be
amenable to challenge." Id.

• It has been suggested that this recom
mendation did not include reports that
might comment on specific Individuals, Re
marks of Senator Charles Goodell, 115 Congo
Rec. S16162 (dally ed. Dec. 9, 1969), and It
must be conceded that the text of the Com
mission Report itself Is ambiguous. Never
theless. when It is read In the context of its
"legislative history," It is difficult, I suggest,
to read It in so limited a fashion. The Com
mission's recommendation here was based
on the work of its Task Force on Organized
Crime, which had before a review of the
law that specifically recommended that the
"right to file reports shuuld be restored" In
Federal law. Since general reports are per
missible, see supra, "restored" could only be
taken to mean to include reports comment
ing on specific individuals. See Task Force
Report: Organized Crime 83-85 (1967).

'Measures Relating to Organized Crime,
Hearings before the Subcommittee on Crim
inal Laws and Procedures, Committee on the
Judiciary, United States senate, 91st Congo
1st sess. (1969) (hereafter cited hearings).

• I note here that the spokesmen for the
Committee acknowledged in the (Hearings
at 239) that he had no "concrete experience"
from New York to show that the New York
law was not working well and that the
spokesman for the Union was asked to pro
vide for the record any indication of abuse
In New York or elseWhere but failed to pro
Vide any. (Id. at 481).

• Chief Justice Arthur Vanderbilt In In
Re Camden County Grand Jury 10 N.J. 23,
89 A 2d 416. 444 (1943) responded to the con
cern reflected In Senator Cooper's question
In these words:

"There are many official acts and omissions
that fall short of criminal misconduct and
yet are not in the public Interest. It Is very
much to the public advantage that such con
duct is revealed In an effective way. No com
munity desires to live a hairbreadth above the
criminal level, which might well be the case
If there were no official organ of public pro
test. Such presentments are a great deterrent
to official wrongdoing ... [and] Inspire
pUhlic confidence In the capacity of the body
politic to purge Itself of untoward con
ditions."

,. Voting for the amendment were Senators
Brooke, Cooper, Dominick, Fong, Goodell,

Hart, Hatfield, Kennedy, Metcalf, Mandale,
R1bicoff. Stevens, and Young of Ohio.

H Justices Douglas and Black dissented.
Yet, significantly, they, too, recognized the
unique Investigative role traditionally pla.yed
by grand Juries In our scheme of government,
and they explicitly excepted Its procedures
from the strictures they leveled at the pro
ceeding of the Civil Rights Commission. 363
U.S. at 493-508.

12 Only the provisions of the Act Itself will
be analysed here, since It is only these
prOVisions what may not be unilaterally
changed by the Commission. Nevertheless,
the Commission is to be congratulated for
adopting by regulations procedural protec
tions for witnesses beyond those reqUired by
law. See 42 C.F.R. § 702.1-17. By regulation.
witnesses or subjects of hearings or reports
may subpoena witnesses in their behalf
(§702.6(b» and conduct limited cross-ex
amination through the Commission by writ
ten question (1702.9). These implementing
regulations, in short, reflect a commenable
concern with civil liberties.

EXTENSION OF THE DEFENSE
PRODUCTION ACT

The Senate continued with the con
sideration of the bill (S. 3302) to amend
the Defense Production Act of 1950, and
for other purposes.

The PRESIDING OFFICER. The Sen
ator from Minnesota is recognized.

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

Mr. MONDALE. I yield.
Mr. MANSFIELD. Mr. President, I

seem to have heard elements of a rumor
to the effect that someone has said there
will be no votes this afternoon or tomor
row. For the information of those who
may have been alerted to that rumor,
there will be votes today and there will
be votes tomorrow, to the best of my
knowledge.

I thank the Senator.
Mr. MONDALE. Mr. President, this

measure, S. 3302, involves the extension
for 2 years of the Defense Production
Act of 1950, which is designed to further
production facilities in areas considered
crucial to our defense needs.

The key issue involved in the pending
proposal, I believe, is not that extension
but a significant amendment proposed
by the distinguished Senator from Wis
consin (Mr. PROXMIRE) providing for uni
form cost accounting standards, an effort
which I personnaly favor, and which was
favored by the Subcommittee on Pro
duction and Stabilization, of which I am
honored to be chairman, and by the full
Banking and Currency Committee.

STATEMENT ON NEED FOR COST-ACCOUNTING
STANDARDS LEGISLATION

Mr. President, the stUdy of the feas
ibility of applying uniform cost-account
ing standards to negotiated cost-account
ing standards to negotiated prime con
tract and subcontract defense procure
ments of $100,000 or more was lmder
taken by the General Accounting Office
in pursuant to statutory direction of the
Defense Production Act of 1950, as
amended.

The study concluded that uniform
cost-accounting standards were feasible.
The Comptroller General was supported
in this position iJy the Office of Manage
ment and BUdget, the Department of De
fense, other agencies of the executive

branch, and the principal professional
accounting organizations.

The study was carefully formUlated
and its conclusions very convincing. In
the course of the stUdy, all types of re
search techniques were employed. The
views of industry, the public accounting
profession, Government representatives
and the accounting academic community
were carefully sought out. The study was
directed not only to the feasibility but to
the necessity for cost-accounting stand
ards.

The Comptroller General has estimated
that the savings ta the Government
through better control of negotiated con
tracts would be substantial. The study
also concluded that the use of cost-ac
counting standards would impose no
greater financial burdens on defense con
tractors, large or small, than these con
tractors presently experience in coping
with the section XV of the Armed Serv
ices Procurement Regulations.

As high as 89 percent of military pro
curement is awarded under negotiated
conditions. A large percentage of the 89
percent is awarded under conditions
which are not solely price competitive.
In such cases cost plays a maj or role in
the decisionmaldng processes of con
tract negotiations, administration, and
settlement.

Herein lies the need for cost-account
ing standards. Cost-accounting stand
ards are merely a means of bringing com
mon meaning to technical words, their
relationships and allocation practices in
the interests of improving the quality of
the negotiating processes. But, contrary
to some views, the proposed cost-account
ing standards do not mean uniform cost
accounting systems.

Clearly defined cost-accounting stand
ards, standards whicr.. narrow the margin
of misunderstandings to greater con
sistency in the use of terms, concepts and
practices can do much to improve the
whole climate of understanding between
industry, Government, the Congress and
thepubl1c.

There is ample emphasis in the re
port of the Comptroller General that the
proposed cost-accounting standards
would not impose rigid restrictions upon
industry. He points out that they would
not eliminate the diversity in the way
contractors do their business and would
not require them to maintain uniform
cost-accounting systems.

However, it is fair to expect that there
be standards which will encourage con
sistency in practices for all contractors
in similar contracting situations.

Those who have declared cost-ac
counting standards to be feasible are
mindful of the fact that standards must
be tailor made to the needs of defense
industry and that they must recognize
the diversity and complexity of the
operations of many contractors.

With these understandings of the ob
jectives of cost-accounting standards,
there should be little occasion to quarrel
with the feasibility and usefulness of
cost-accounting standards.

Frequently those who oppose the need
for uniform cost-accounting standards
cite that there are present regUlations of
various agencies and professional groups
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which substantially provide standards.
Some cite the regulation of the Internal
Revenue Service; others refer to the reg
ulations of t.he Securities and Exchange
Commission; .still others point out the
rules by the Renegotiation Board. Still
others call attention to the "generally ac
cepted accounting principles" underly
ing financial reporting to stockholders.
Each of these fail significantly for the
purposes of contract administration since
they are designed for entirely different
purposes.

The most frequent argument is that
section XV of the Armed Services Pro
curement Regulations (ASPR) ade
quately serves the needs. Even though
these are, in a sense, cost-accounting
standards, they are measurably deficient
in two respects in achieving the objec
tives of this legislation.

First, various provisions of section XV
of ASPR often cite "generally accepted
accounting principles" as gUidelines gov
erning costing practices. Generally ac
cepted accounting principles, the prin
cipal purposes of which are to govern the
standards of financial reporting to stock
holders were never intended to be ap
plicable to the problems of contract cost
ing. This point is amply supported by tes
timony of representatives of the Ameri
can Institute of Certified Public Account
ants.

Second, section XV of ASPR provides
few criteria for the application of cost
accounting principles in given situations.
This fiexibility allows considerable dis
cretion in the selection of costing meth
IJds to rest with defense contractors.

The experiences of the GAO and the
Defense Contract Audit Agency cited in
the GAO study report not only confirmed
the conditions reported in the June 1968
hearings but are ample evidence that sec
tion XV of ASPR is sorely lacking and
outmoded in terms of the complexity of
modern defense contract situations.

In a negotiated procurement situation,
there is great dependence upon cost in
formation not only in choosing as among
bidders but in the price determination.
Without quality cost data, without com
monly understood definitions and con
ceptual relationships, the Government
negotiator is largely "fiying blind." He
has few reliable bases for determination
of reasonableness of cost. At the nego
tiation table, the contractor is at an ad
vantage since under present practices, for
the definitions, the cost relationships and
allocation practices are largely his to de
vise and to change. Uniform cost-ac
counting standards will equalize to a
great extent the bargaining position of
the Government representatives since
the definitions and ground rules will be
rooted in firmer understandings.

Considering the significance of cost
accounting standards to the whole issue
of orderly defense contract administra
tion as so ably presented in the stUdy
report of the Comptroller General and
as substantiated by witnesses which have
appeared before our committee, nothing
less than a complete approach to the
formulation of' cost-accounting stand
ards is required. This is the objective of
the legislation. I therefore urge the Sen
ate to act favorably on S. 3302.

I now yield to the Senator from Wis
consin, who will deal further with the
uniform accounting provisions.
THE NEED FOR UNIFORM COST ACCOUNTING

STANDARDS

Mr. PROXMIRE. Mr. President, S.
3302 extends the defense production for
2 additional years and requires that uni
form cost accounting standards be used
on certain defense contracts. I want to
emphasize the word "certain" because in
my view, the committee approved a loop
hole amendment which seriously cripples
the bill by exempting contractor's doing
less than a $25 million a year business
with the Pentagon. Later on I will offer
an amendment to strike this gaping loop
hole. In the meantime, I would like t.Q
explain for the benefit of the Senate the
urgent need to require uniform cost ac
counting on all defense contracts.

NO COMPETITION ON DEFENSE CONTRACTS

Mr. President, in fiscal year 1969, only
11 percent of all military procurement
was obtained through competitive bid
ding. The remaining 89 percent of mili
tary procurement--more than $36 bil
lion-was awarded under negotiated con
tracts. These negotiated contracts are
not competitive. They are not awarded
after the full interplay of our free en
terprise system. More than half these
contracts are sole source awards to giant
firms--monopolies in every sense of the
word. The remainder goes, at best, to
oligopolies, with but one buYer-the U.S.
Government.

This cozy relationship between the
Pentagon and defense contractors has
produced the most bloated, wastefUl and
inefficient military machine in the world.
Our weapons systems wind UP costing 2 or
3 times their original estimates; and only
one system out of eight lives up to its
expected performance. It is unfortunate
that the Pentagon cannot file for bank
ruptcy as did the Penn Central. A group
of court appointed receivers could hardly
do a worse job of managing our military
procurement.

The $36 billion spent under negotiated
defense contracts in fiscal year 1969 rep
resents one-half of the personal income
taxes of the 73,000,000 individual U.S.
taxpayers. Today, the taxpayer does not
get a proper accounting of how these
Government funds are being spent be
cause there are no uniform standards for
determining costs. We require these tax
payers to report their income and their
deductions scrupulously if they make
more than $650 a year. But we ignore the
need for proper accounting for $36 bil
lion of defense expenditures.

EXISTING LAWS INADEQUATE

In the absence of complete and accu
rate information about contract costs in
a negotiated procurement. the Govern
ment has no way of knowing whether it
is paying too much or too little, whether
the contractor's profit is reasonable or
unreasonable. or how costs compare to
other jobs. Negotiations are frustrated in
the absence of a clear understanding of
costs.

Our protective legislation in the area of
defense procurement assumes a clear un
derstanding of what is cost and what is
profit. The Renegotiation Act requires
contractors to submit statements of their

costs and profits on defense work so that
the Renegotiation Board can detect ex
cess profits. The Truth-in-Negotiations
Act requires contractors to submit cost
statements in defense contracts so that
the Government can have a sound basis
for evaluating the reasonableness of
prices in noncompetitive procurements.
Unless the Government can be sure that
contractors' cost statements fairly refiect
actual costs, neither of the two laws can
be effective.

The 91st Congress is considering other
efforts to promote more effective cost
control by the Defense Department and
its contractors. A clear understanding of
costs is essential to all of these efforts.
THE LACK OF FIRM COST ACCOUNTING STANDARDS

Today, however, no one in Government
can accurately determine costs and prof
its on defense contracts because there
are no uniform accounting standards.
Consequently, figures can be manipulated
and distorted to show a wide range of di
verse results, depending on the purpose.
When it is to his advantage, a defense
contractor can show higher profits. For
example, in reports to stockholders, he
can select accounting procedures that
will show the lowest costs and highest
profits. If he wants to show low profits to
the Renegotiation Board or to a Penta
gon-sponsored study team he can select
other accounting procedures that will
yield the desired results. By taking ad
vantage of the wide variety of cost ac
counting practices considered acceptable
under present defense procurement rules,
a contractor is able to show high esti
mated costs for purposes of contract
price negotiations and low costs later on
for purposes of earning more profit under
incentive contracts.

ACCOUNTANTS IN WONDERLAND

Trying to determine true costs
through generally accepted accounting
principles is like measuring with a rub
ber ruler. While a contractor does not
have Unlimited fiexibility, he is certain
ly free to stretch the truth to suit his
purposes. The elastic nature of cost ac
counting inevitably works to the benefit
of the contractor and against the in
terests of the taxpayer.

As an example of the wonderland of
cost accounting, consider the testimony
of Robert Anthony before the House
Banking Committee. Mr. Anthony is a
former comptroller of the Defense De
partment and is now a professor of man
agement control at the Harvard Busi
ness School and the author of textbooks
in the field of accounting and manage
ment. He is thus well qualified to speak
on the subject. •

Mr. Anthony refers to a recent study
of the cost accounting system of 12
large defense contractors. The finds are
amazing:

No two of the 12 contractors used the
same method of allocating overhead
costs;

Even for general and administrative
costs, six different bases of allocation
were used by the 12 companies;

Indirect costs ranged from a low of
23 percent to a high of 50 percent of the
total costs;

Anthony concludes that there is ab
solutely no way of finding out how much
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of this variation was the result of true
differences in the nature of the cost, and
how much was simply a reflection of dif
ferences in the cost accounting prin
ciples used.

Understandably, such accounting
flexibility is most convenient for defense
contractors, because in any situation
they can generate a wide range of cost
figures-all purporting to represent the
facts. This accounting flexibility nulli
fies the intent of the Truth-in-Negotia
tions and the Renegotiation Acts. More
over, it makes it impossible for the Gov
ernment to insure that contract prices
are reasonable, that defense work is be
ing done efficiently, and that the public
is getting a "square deaL" Cost figures
are nebulous at best. Admiral Rickover
summed up the situation this way:

In my work I find it Is virtually Impossible,
without spending months reconstructing
each supplier's books, to discover what de
fense equipment really costs to manufac
ture or how much profit contractors actually
make in producing It. The problem is the ex
treme variability of accounting practlces
the lack of uniform cost accounting stand
ards. Costs on some contracts are not con
sidered as costs on other contracts. Contrac
tors price contracts under one accounting
system, yet charge their costs under a dif
ferent accounting system. On most defense
contracts there Is no requirement that the
contractor keep meaningful cost records. In
these circumstances. it becomes virtually
Impossible to determine true costs.

FLEXIBILITY UNLIMITED

The rubbery nature of cost account
ing standards can also be seen in the case
of a Navy and GAO postaudit of a single
defense contract. Auditors made seven
different reports containing 11 differing
estimates of the supplier's actual costs.
The range of difference was as much as
50 percent.

The GAO report on the feasibility of
accounting cited numerous cases where
flexible accounting rules work to the ad
vantage of the contractor and against
the taxpayer. These include the follow
ing:

Using one accounting method for bid
purposes and another for bookkeeping
purposes;

Recovering the same charges twice by
charging them directly and also includ
ing them in overhead charges;

Hiding unallowable charges in over
head expenses;

Charging civilian business costs to
defense contracts by manipulating meth
ods for allocating overhead;

Recovering unallowable cost overruns
by charging them under another name;

Treating capital outlays as current ex
penditures and charging the entire
amount to the Government;

Failing to credit the Government for
its proper share of refunds or discounts
received by the contractor.

We have chaos in accounting not be
cause the subject is too diffiCUlt or com
plex. If the military-aerospace industry
can invent complicated missile systems
and put a man on the moon, they cer
tainly should be able to devise a uniform
cost accounting system.

The reason we lack accounting stand
ards is simple-because it is to the ad
vantage of industry not to have them.

The situation was best summed up by
Robert Anthony in a recent article in the
Harvard Business Review:

With respect to defense contracts, there is
a basic conflict of Interest between the
parties. The contractor wants the standards
to be few and general. giving h1m the maxi
mum amount of latitude In choosing the
most advantageous ccst alternative In a par
ticular circumstance. The government, on the
other hand, wants the standards to be specific
In order to minimize the Judgments reqUired
In auditing cost reimbursements.

(Some, by the way, deny the existence of
this conflict. They assert that a contractor.
even In the absence of standards, wBl volun
tarily measure costs according to what Is fair.
even when this is Inconsltuent with his In
terests. This Is a naive point of view, and
it is surprising that knowledgeable men ap
pear to expect that other knowledgeable men
will give credence to it.

SAVING THE TAXPAYER MONEY

For years, Admiral Rickover has been
the one man in the Def€nse Department
with the courage to blow the whistle on
the defense industry and their account
ing manipulations. Since 1963, he has ad
vocated uniform cost accounting stand
ards. According to Rickover, the lack of
such standards is "the most serious de
ficiency in defense procurement today."
While the lack of cost accounting stand
ards are not nearly as spectacular or
dramatic as giant cost overruns on major
weapons systems, their impact on the
Federal taxpayer may be equally severe.
The Comptroller General has estimated
the savings from uniform cost account
ing standards would be substantial. Ad
miral Rickover estimated the savings
could exceed $2 billion a year. The head
of one of the Nation's largest CPA firms
has testified that with uniform cost ac
counting standards a "5-percent reduc
tion-in cost-would not be out of the
question," thus approximating Admiral
Rickover's estimate, because 5 percent of
$40 billion in procurment would be $2
billion. Other accountants have testified
that even if no savings came about, the
resulting decrease in contract disputes
would be well worth the effort.

GAO FINDS STANDARDS FEAsmLE

Two years ago, the Senate passed an
amendment I offered to the Defense Pro
duction Act to require the Comptroller
General to study the feasibility of estab
lishing .such uniform cost accounting
standards and report his findings to the
Congress within 18 months.

In his stUdy the Comptroller General
investiga ted thoroughly both the need
for and feasibility of uniform cost ac
counting standards. He solicited and an
alyzed the views of defense industry, pub
lic accountants, Government account
ants, and the academic community. He
examined the present accounting prac
tices of industry and the problems caused
by the lack of uniform cost accounting
standards.

This study determined that uniform
cost accounting standards are both feasi
ble and necessary. That was the finding
of the General Accounting Office by the
Comptroller General. Now, the Comp
troller General has urged Congress to
establish such standards. The Depart
ment of Defense, the Bureau of the Bud
get, and the executive branch agree that

uniform cost accounting standards are
needed. So, as I say. this is supported by
the administration. the Bureau of the
Budget, the Department of Defense, and
by the executive branch generally.

The Federal Government Accountants
Association, which represents the ac
countants and auditors in all branches of
Government-the people that have to
put up with these problems daily-has
unanimously endorsed the need for uni
form cost accounting standards. Other
professional accounting groups and lead
ing private accountants support the
GAO findings. Only the defense industry
opposes uniform cost accounting stand
ards-for obvious reasons.

WHAT THE BILL DOES

The legislation before the Senate
would implement the GAO report by re
quiring the establishment of uniform
cost accounting standards. The stand
ards would be promulgated by a five
member Cost-Accounting Standards
Board appointed by the Comptroller
General who would be designated as
Chairman of the Board.

The Board is directed to promulgate
cost accounting standards designed to
achieve uniformity and consistency in
the cost accounting practices followed
by defense contractors. These standards
may be issued from time to time, but
in my judgment, the major development
of the standards should be completed in
two years.

The Board is also directed to issue reg
ulations requiring defense contractors to
disclose their own cost accounting prac
tices in advance of a contract and to fol
low those practices consistently. It is ex
pected that these regulations will be put
into effect shortly after the enactment
of the legislation since the requirement
of internal consistency can hardly be
considered overly complex and contro
versial.

The legislation would be applicable
on all negotiated defense prime con
tracts and subcontracts where the con
tractor's sales to the Government in the
preceding fiscal year exceeded $25 mil
lion. The $25 million exemption is the
loophole amendment I referred to earlier
which I shall seek later to eliminate.

The term defense under the Defense
Production Act includes the military.
space. atomic energy. and military as
sistance programs of the Government.

STANDARDS NEEDED NOW

Mr. President, in the last few years
we have seen military spending escalate
beyond control. While some reductions
have been made, there are still billions
wasted which are urgently needed to
help meet our pressing social and eco
nomic needs.

Uniform cost accounting standards
will not solve all our procurement prob
lems. Accounting principles will not
make weapon systems work when they
do not, nor will they stop us from buy
ing weapons we do not need or adding
excessive gadgetry to those we do need.

But uniform cost accounting is cer
tainly a step in the right direction. Ef
fective cost accounting can help bring
escalating military costs under greater
control and enable our defense procure-
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ment officials to obtain the maximum re
turn on the taxpayers' dollar.

The time has come for Congress to
reestablish its constitutional authority
to control Federal expenditures. The
time has come to place defense contract
ing under more effective control. I call
upon the Senate to strike the loopholes
in the committee bill and give the GAO
the authority it needs to establish uni
form accounting standards for defense
contracts.

Mr. President, I yield the floor.
Mr. BENNETT. Mr. President, I send

to the desk an amendment and ask for its
immediate consideration.

The PRESIDING OFFICER. The
amendment will be stated.

The legislative clerk proceeded to read
the amendment.

Mr. BENNETT. Mr. President, I ask
unanimous consent that further reading
of the amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered; and the
amendment will be printed in the REC
ORD.

The amendment of the Senator from
Utah is as follows:

On page 3, line 5, beginning with "There"
strike out all through the period In line 19
and Insert the following: "There is hereby
established, as an Independent establish
ment In the executive branch of the Govern
ment, a Cost-Accounting Standards Board to
consist of the Comptroller General of the
United States who shall serve as Chairman
of the Board and four members to be ap
pointed by the President, by and with the
advice and consent of the Senate. Of the
members appointed to the Board, two shall be
from the accounting profession, one shall be
representative of Industry, and one shall be
from a department or agency of the Federal
Government. The term of office of each of
the appointed members of the Board shaU be
four years, except that (1) the terms of the
members first appointed shall expire, as des
Ignated by the President, one at the end
of one year, one at the end of two years, one
at the end of three years, and one at the end
of four years; and (2) any member appointed
to fiU a vacancy shall serve for the remainder
of the term for which his predecessor was
appointed."

UNANIMOUS-CONSENT AGREEMENT

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

Mr. BENNETT. I yield.
Mr. MANSFIELD. I discussed this

matter previously with the manager of
the bill, the Senator from Minnesota
(Mr. MONDALE), and the Senator from
Wisconsin (Mr. PROXMIRE), and I now
ask unanimous consent that on this, the
pending amendment only, there be a
time limitation of 1 hour, the time to be
equally divided between the sponsor of
the amendment and the manager of the
bill, or whomever he may so designate.

The PRESIDING OFFICER (Mr.
JORDAN of Idaho). Is there objection to
the request of the Senator from Mon
tana? The Chair hears none, and it L'>
so ordered.

Mr. BENNETT. Mr. President, I have
listened with great interest to my good
friend from Wisconsin (Mr. PROXMIRE).
I hope the Senate understands that
there is no basic disagreement within
the committee as to the advisability of
establishing some uniform and definite
method of cost accounting, but I do not

feel that I can agree with him that up
until recently we have had nothing but
chaos in the Department of Defense, that
because of the lack of uniform standards
of cost accounting, we have suffered a
$2 billion annual loss, and a lot of other
things.

If I were to agree with the distin
guished Senator from Wisconsin, I would
have to remember that until recently the
Department of Defense was under the
management of a Secretary who was
supposed to have been a genius in han
dling industrial production and manag
ing industrial problems. That man
brought in a group known as the "whiz
kids" into the Department of Defense,
and they were supposed to have had the
ability to solve all of our operating and
administrative programs.

It is interesting that this amendment
to the bill has been suggested only after
those gentlemen left the Department of
Defense.

Mr. President, the bill before us has
two purposes: First, to extend the pres
ent Defense Production Act, and, sec
ond, to set up a system whereby cost
accounting standards. to be used by all
defense contractors may be developed.
This new section was conceived in re
sponse to a statement by Admiral Rick
over that some $2 billion was being lost
by the Government through loopholes in
the present system, a statement, by the
way, which was not supported by the
facts developed in our hearings either as
to the amount or the type of loopholes,
nor were we told specifically the type of
loopholes through which this $2 billion
had slipped. The testimony that was ad
duced plainly referred only to claimed
violations of present accounting proce
dures and, while we were given examples
of these claims, on the grounds of con
fidentiality, the committee was denied
information as to whether the claims
were finally upheld. On the basis of our
hearings and the information provided,
we do not know the extent of the need
for changes in the present system or
whether a new system is actually needed.

The art of accounting is necessarily a
flexible one, and there is considerable
agreement that it would be well to estab
lish a board to study the problems in
volved on a continuing basis and try to
develop standards that would be just and
fair to both the Government and the
contractor which would be applied to all
defense contracts.

When the committee considered the
problem of who should select the mem
bers of the board and what type of a
board it should be, a basic conflict arose.
The authors of the new section wanted
the board to be selected and chaired by
the Comptroller General. In his speech,
my friend from Wisconsin rightly re
ported that that is the provision now in
the bill. Most of the witnesses, including
the Comptroller General and half of the
committee, wanted the board members
to be appointed by the President. A mo
tion that the President appoint the mem
bers of the board and that the Senate
confirm them lost by a tie vote in the
committee. It is for that reason I bring
the issue before the Senate for its deci
sion today.

That is the purpose of my amendment,
Mr. President, to change the method of
selecting the members of the board.

It was argued ir. the committee that
the members of the board should be ap
pointed by the Comptroller General be
cause the President would appoint men
who would be dominated by the industry
in spite of their review and confirmation
by the Senate. To prevent this, it was
alleged, the Comptroller General, who
reports to Congress, should have full
power over setting the standards as well
as reviewing them. That such a proce
dure is both unusual and potentially
dangerous was implicitly recognized even
by its proponents because in the version
on which the committee voted-and
which won because my amendment failed
to secure more than a tie-the pro
ponents proposed that the Comptroller
General nominate the board members
and that they be approved by the Senate.
This strange and unique proposal was
removed from the committee bill only
after it was pointed out after some stUdy
that it was clearly unconstitutional.

My amendment would set up an in
dependent board by following the normal
constitutional pattern of appointment by
the President and confirmation by the
Senate.

The makeup of the board would be
the same as that reported by the com
mittee in that it would consist of the
Comptroller General of the United
States, who would serve as chairman,
and four other members, two of whom
would be from the accounting profes
sion, one who would represent industry
and one from a department or agency
of the Federal Government. The im
portant difference is, however, that the
board members would not be dominated
by the Comptroller General but would
be appointed by the President of the
United States and confirmed by this
body. Only in this way can the board
be truly independent of the Defense De
partment, the contractors, and the Gen
eral Accounting Office. That the inde
pendence of the board from the General
Accounting Office is as necessary as that
of the two contracting parties is borne
out by the fact already related that
even though the General Accounting Of
fice is an arm of the Congress, it re
fused to give our committee the full story
on its claimed violations of existing rules,
despite the fact that several contractors
who were apparently involved in some of
the reported cases had no objection to
our receipt of this information and many
were anxious that their views be given
consideration.

Perhaps the Government Operations
Committee, should look into this attitude
of the General Accounting Office. What
good to Congress is an oversight arm
that refuses to report its findings in full
if asked?

Any set of accounting standards to be
effective must be neutral, must be ob
jective, not tilted to the advantage of
either party, and must be so clear as to
permit the least possible variation in in
terpretation by either side. At the same
time the standards must be practical
enough to be applied and compiled with
while the work is in process as well as
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We believe that an Impartial Board work
Ing from factual evidence would be able to

the Congress at any time we felt it was not
doing its job or if we felt that the differences
we had with It were of such magnitude that
we woUld be required, under your charter, to
report to the Congress on it.

We concede this Is a function which Is very
closely related to procurement functions, and
Which w1ll involve extensive day to day types
of negotiations with individual contractors,
much as the Defense Department and other
procuring agencies do today.

We would therefore see our role as one of a
leglslati',e oversight, to see that the board
Is perfc,rmlng Its function as intended by
Congress, and to give that board whatever
assistance we could from a technical pro
fessional point of view.

I think the second point I would make is
that this Is where the oversight function is
lodged today. If the Congress decides that
we should have uniform standards, then it
would be our job to see that the Congress'
will is carried out.

But we also see it as essentially a function
which Is so closely related to the procu;;ement
functIon and which probably should involve
the accounting profession to a greater ex
tent than procurement regula.tlons today
prOvide, we woUld perform our function for
the Congress by our usual oversight type of
responsiblll ty.

The chief witness for the accounting
profession supported the independent
Board, saying that such a board would
be:

More in tune With the system of checks
and balances Inherent In most of our Gov
ernment operations. The cost-accounting
board called for In this proposal would be
pn.tterned after many other independent gov
ernmental agencies which carry out regula
tory functions effectively.

We are sure the accounting profession
would be gla.d to cooperate actively In help
Ing to establish a cost-accounting standards
board that Is well conceived and constituted.

In summary, he added:
The "new machinery" preferably should

call for an independent agency appointed by
the President, consisting of a small number
of members, such as five. all of whom should
have competence in cost accounting.

Another witness, Mr. Leonard Spacek,
chairman of Arthur Andersen & Co., a
firm of international public accountants,
stated that he would support the estab
lishment of an independent board, the
members of which would be appointed
by the President: .

Because it would be better for the Comp
troller General to continue In his role as
advocate of Improved accounting in all fields
where legislature has an Interest. The Comp
troller General should not be asked to de
velop Improved accounting and then be the
jUdge of that new accounting for all con
cerned. He does and should work for you.
The Comptroller General's efforts for im
proved accounting have been beneficial in
the past. That work Is where I think the
Comptroller General could continue to do
an outstanding job. The job he has Is pre
sently far too Important to dilute or to have
him In a less effective position.

Mr. Joseph A. Sciarrino, representing
the Financial Executives Institute,
stated:

We are also opposed to the alternative of
a five-man Board appointed by the Comp
troller General and reporting to him. Such
a Board would be incapable of acting inde
pendently.

through postaudit review. Application
of these standards at the time the work
is in process by the contractors and
auditors of the Department of Defense
is equally if not more important than
the postaudit by the General Account
ing Office because the postaudit might,
in large part, be based on spot audits,
while this continuing audit is complete,
and if the terms of the accounting stand
ards were such that they create too many
disputes while the work is going on,
they could add to the costs rather than
reduce them and create delays in de
livery.

A board independent of the General
Accounting Office is needed to protect
that Agency. If the necessary quality of
accounting standards is that they be ob
jective and neutral, the same is true for
the function of the auditor which, of
course, the General Accounting Office is.

If, as required under this bill, the
Comptroller General appoints the mem
bers of the board, he inevitably becomes
responsible for the standards which are
developed and which Le is supposed to
judge in his capacity as auditor for the
Congress. If either in the promulgation
or the application any deviation from
objectivity or neutralitY shows up, he
and his appointed board, being human,
wlll have a natural tendency to defend
the weakness and the resulting unfair
ness rather than to correct it. In other
words, his basic function as an inde
pendent auditor would be undermined.

The bill's proposal transfers what is
obViously an executive function to a leg
islative agency. The Secretary of Com
merce, Maurice Stans, commented on this
matter in a recent letter to the Director
of the Bureau of the Budget. Referring to
the Senate version of this bill, Secretary
Stans indicated that we cannot solve ex
ecutive branch problems by transferring
executive functions to a legislative
agency. He said that to do so would re
move the prerogatives of the executive
branch in administering the affairs of
the nation. He recommended strongly
that the responsibllities spelled out in the
Senate bill be retained in the executive
branch. He added that the proper func
tion of the General Accounting Office
should be that of exercising its oversight
responsibility to insure that the require
ments of the law are properly carried out,
not to develop those requirements.

The overwhelming preponderance of
the testimony given to the committee
was opposed to the type of board estab
lished in the committee bill and for a
truly independent board to be appointed
by the President and confirmed by the
Senate. Witnesses who so testified inclUde
the Comptroller General, Elmer B:
staats, who said that this matter was
considered and debated at considerable
length within the General Accounting
Office and that their conclusion was
reached for the following reasons:

First, I would llke to emphasize that should
the Congress estabUsh a board, as we have
suggested, that is not going to mean that
we are going to be put out of the picture at
all.

We would be of course anxious to see stich
a board succeed. We would be glad to give
it what help we could. We would also exercise
OUr regular oversight responslbl1lty and tell

• • • • •

develop adequate and just solutions to what
ever problems may eXist in the accounting
and pricing areas.

He went on to say that the Financial
Executives Institute could accept the
concept of an independent board estab
lished by the President in which profes
sional groups were represented so as to
maintain appropriate perspective and
objectivity in examining cost accounting
problems from the viewpoint of both the
contractors and the Government.

In addition, we have received a letter
from the then Director of the Budget
Robert P. Mayo, in which he carefully
outlines the administration's strong sup
port for an independent board within the
executive branch.

Mr. President, I ask unanimous con
sent to have Mr. Mayo's letter printed in
the RECORD.

Thcre being no objection, the letter
was ordered to be printed in the RECORD,
as follows:

EXECUTIVE OFFICE OF THE PRESIDENT,
BUREAU OF THE BUDGET,

Washington, D.O., May 21, 1970.
Hon. WRIGHT PATMAN,
Ohairman, Oommittee on Banking and Our

rency, House 0/ Representatives, Wash
ington, D.O.

DEAR MR. CHAIRMAN: On April 6, 1970, H.R.
16752 was referred to your committee. The
purpose of the bill is to extend for 2 years
the allocation authority contained In the
Defense Production Act of 1950, and to estab
lish uniform cost accounting standards for
use in defense contracts. This letter com
ments on the provisions of the bill and ex
expresses the administration's viewpoint on
how uniform cost accounting may best be
achieved.

Section 1 of the bill would extend the cur
rently effective provisions of the Defense
Production Act (titles I, III, and VII) for
2 years, until June 30, 1972.

On April 9, 1970, the Office of Emergency
Preparedness transmitted to the Congress a
draft bill to amend and extend the Defense
Production Act of 1950, as amended. The
draft bill prOVided for'a 4-year extension of
the act, and proposed a number of amend
ments to .titles III and VII not covered by
the provisions of H.R. 16752. The Bureau of
the BUdget adVised OEP that the enactment
of the draft bill would be consistent with the
administration's objectives.

Accordingly, we strongly urge the enact
ment of the OEP draft bl11ln lieu of section
1 of H.R. 16752.

Section 2 of H.R. 16752 would define the
term "defense contractor" as used in the act.
Section 3 would eliminate the present $100,
000 celllng on the annual expenditures of
the Joint Committee on Defense Production
of the Congress.

Section 4 of the bill would establish uni
form cost accounting standards for use in
defense contracts. We beHeve the feasibl11ty
of such standards for use in Government
contracts has been well estabHshed. The
General Accounting Office study of this mat
ter amply demonstrated that such stand
ards could yield SUbstantial potential ben
efits. Others have testified before the Senate
to the same effect. The administration sup
ports the contention that cost accounting
standards for use under Government con
tracts are feasible.

We object, however, to section 4 as it now
stands. The bill would give responsibility to
the Comptroller General for developing coot
accounting standards, and for issulng rules
and regulations for their appUcatlon to
defense contracts. We believe that these re
sponslb1llties should properly be placed in
the executive branch. of Government. The
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Comptroller General agrees with this loca
tion.

In his testimony before the Senate, Mr.
Staats questioned whether the General Ac
counting Office should become deeply In
volved In the administration of Government
contracts. He suggested that an independent
board appointed by the President might well
have greater prestige and attract more ca
pable members than a board In Ws own office.
He said that the responsiblllty for adminis
tration of contracts, Including promulgating,
interpreting, and administering cost account
ing standards seems basically an executive
branch functlon. Mr. Staats concluded that
there did not appear to be any reason to
divorce the promUlgation of cost accounting
standards from the executive branch.

The American Institute of Certified PUblic
Accountants has taken a similar position on
this legislation. Their representative testified
before the Senate In favor of establishing
an independent board Within the executive
branch. He said that a cost accounting board,
patterned after the many other Independent
executive branch agencies, would be more
in tune with the system of checks and bal
ances inherent in most of our Government
operations.

The Secretary of Commerce commented on
this matter In a recent letter to the Director
of the Bureau of the BUdget. Referring to the
Senate version of this blll, Secretary Stans
IndIcated that we cannot solve executive
branch problems by transferring executive
functions to a legislative agency. He said that
to do so would remove the prerogatives of the
executive branch in administering the affairs
of the Nation. He recommended strongly that
the responsibilities spelled out in the senate
bill be retained in the executive branch. He
!ldde<l that the proper function of the Gen
eral Accounting Office should be that of ex
ercising its oversight responsibility to insure
that the requirements of the law are properly
carried out.

We agree with the positions taken by the
Comptroller General, the AICPA, and the Sec
retary of Commerce. We urge that responsi
bll1ty for the development of cost accounting
standards be placed In the executive branch.
In addition to the strong arguments present
ed for this arrangement by the Comptroller
General, the AICPA, and the secretary, we
would like to add the following comments
for your consideration.

An independent board in the executive
branch, empowered to issue cost accounting
standards and rules a.nd regUlations for their
application to Government contracts, would
be preferable from an organizational view
point to a slmllar board established as a part
of the General Accounting Omce.

Ultimately, cost accounting standards for
Government contracts, regardless of their
origin, Will have to be applied at a working
level to individual Government contracts.
This appllcatlon willinevltably lead to ques
tions and disagreements requiring clarifica
tion and interpretation of the cost-account
ing standards. This clariftcation and inter
pretation Will have to come from the authors
of the cost-accounting standards. Formida
ble communications and coordination prob
lems could develop if these authors are in
one branch of Government and the contract
administrators in another. Although these
problems would not be eliminated by placing
responsib1l1ty for cost-accounting standards
In an independent board in the executive
branch, they would at least be minimized.

Responsibility for resolving certain minor
issues could be delegated by an independ
ent board to other agencies in thd executive
branch, Without raisIng constitutional ques
tions regarding the separation of powers be
tween the executive and lcgislatlve brancheS.
Communication could be less formal, thus
speedIng up the operation and lessening the
potential for redtape. Coordination of agency

positions to assure a single executive branch
posture on a given Issue would be unneces
sary.

Under this arrangement the General Ac
counting Office would retain Its traditional
oversight responslbll1ty to insure the Con
gress that the requirements of the law were
being properly carried onto This responslbll
ity would not be compromised by active
participation in the administrative pro.:ess,
as it might be if the cost accounting stand
ards board were established in the General
Accounting Omce.

Independence has long been one of the
outstanding attributes of the General Ac
counting Office. Under H.R. 16752, the Gen
eral Accounting Office would be required to
audit Its own actlens. It would be extremely
difficult for the General Accounting omce to
render independent judgment of cost ac
counting standards and implementing rules
and regulations promUlgated by the Comp
troiler General, or a board under his direc
tion. Constructive and independent criti
cism from the Generai Accounting Office has
been, over the years, an important factor in
the improvement of management In Gov
ernment. We would hate to see this source
of independent criticism lost in the impor
tant matter of costs of defense contracts.

The administration stands ready to pro
vide further Information on the specific
provisions of H.R. 16752, or on any other
aspect of cost accounting standards that the
committee wishes to discuss.

Sincerely,
ROBERT P. MAYO,

Director.

Mr. BENNETT. Mr. President, regard
less of whether there is any money to
be saved through the establishment of
new accounting standards, if a board
is to be set up, we must set up the best
board possible to establish such stand
ards. Under my amendment, the Comp
troller General would participate in such
a board and as chairman would cer
tainly be able to make his views known.
At the same time, we would be able to
assure that the views of other parties
who will be operating under the stand
ards will be carefullY considered, be
cause these parties will also be repre
sented on the board. In addition, we will
be able to continue the present function
of the General Accounting Office as an
independent auditor to assure that the
wlll of the Congress in tIus legislation
is carried out. The amendment which I
offer to establist an independent board,
the members of which would be ap
pointed by the President with Senate
confirmation, is the most appropriate ve
hicle through which reasonable and ef
fective cost acccunting standards can
be established for use in Govenunent
contra~ts. I urge that it be approved by
the Senate.

Mr. President, I think I have ex
plained why I believe the language in
the bill should be changed: that instead
of relying on a board appointed by the
Comptroller General we should foll.ow
precedent and have an independent
board appointed by the Presidcnt with
Senate confirmation. I hope the Senate
joins me in this respect.

Mr. MANSFIELD. Mr. President, I ask
for the yeas and nays on the amend
ment.

The yeas and nays were ordered.
Mr. STENNIS. Mr. President, will the

Senator yield?
Mr. BENNETT. I yield.

Mr. STENNIS. Mr. President, I want
to be sure I understand the amendment.
Frankly it is a new point to me. I have
not concluded which position I will sup
port.

Does the Senator's amendment leave
the Comptroller General as a member of
that board?

Mr. BENNETT. He is a voting member
and the chairman.

Mr. STENNIS. And the four additional
members '.vould be chosen by the execu
tive branch, subject to confirmation?

Mr. BENNETT. Yes, by the Senate.
There would be two professional ac
countants, one man with a background
in industry and the other from Govern
ment, presumably from one of the pro
curement agencies.

Mr. STENNIS. The bill now provides
the Comptroller General shall be a mem
ber and he shall choose the four.

Mr. BENNETT. Without review by
anyone else. Under my proposed amend
ment this would be an independent
board.

Mr. STENNIS. I thank the Senator.
My questions were not directed to the
Senator with the present Comptroller
General in mind. I think he is an excel
lent Comptroller General and is doing an
outstanding job. However, I am con
cerned about this feature.

Mr. CRANSTON. Mr. President, wlll
the Senator yield?

Mr. BENNETI'. I yield.
Mr. CRANSTON. Mr. President, I rise

to support the amendment which has
been very Wisely offered by the distin
guished Senator from Utah.

I support the amendment primarily
because of my experiences as the elected
comptroller of the State of California
for 8 years. The comptroller of CaUfor
rua serves in the executive branch but
he is elected by the people so that he
will be totally independent of the execu
tive branch. That may sound incon
sistent with my position, but it is not. He
is elected by the people so he will be
totally independent of the legislature.
The legislature has its own auditor in
California to audit the workings of the
executive branch, but the comptroller
is elected totally independent, so that his
independence will be compromised in no
way and he is not beholden in any way
to the executive branch or the legislative
branch.

He does not write the rules and laws
under which he operates. Those are
handed to him and he performs his func
tion independently.

From time to time the executive branch
has attempted to seize the Office of
Comptroller by having the Comptroller
appointed by the Governor, and the legis
lative branch has done likev.ise by at
tempting to have his duties transferred
to the auditor. However, the people have
chosen to have a totally independent
Comptroller who will audit the executive,
legislative, and judicial branches of Gov
ernment, insofar as the use of funds is
concerned.

Mr. President, I believe that the
amendment offered by the Senator from
Utah is a very necessary part of the effort
to have the Comptroller General of the
United states a totally independent man.
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Were he to have a vested interest in
the rules under which he is to operate
under the bill, he would, as the Senator
from Utah has pointed out, be inclined,
due to human nature, to defend those
rules, even where they might be found to
be not the best rules. If he were not the
author of the rules he would seek revi
sions in strengthening them; and were he
not the author of the rules, his independ
ence in making those rules, of course,
would be far stronger and, I think far
more suited to the purposes of the legis
lation written by the Senator from Wis
consin, who works in this general field.

I respect the Senator from Wisconsin
very much: He has accomplished a great
deal in this field of watching what hap
pens in connection with defense con
tracts and cost overruns. But I think in
this respect the legislation as written is
faulty, and I believe his objectives, which
are so fine, would be better met if the
Comptroller General were independent
in every way and operating under proce
dures established by others.

Mr. President, for these reasons I sup
port the amendment of the Senator from
utah.

Mr. BENNETT. Mr. President, I thank
the Senator.

Mr. MONDALE. Mr. President, I yield
such time to the Senator from Wisconsin
as he may desire.

Mr. PROXMIRE. I thank the senator.
The PRESIDING OFFICER. The Sen

ator from Wisconsin is recognized.
Mr. PROXMIRE. Mr. President, my

good friend from Utah seemed to imply
that this was something like being for
God, country, and apple pie; and that
everybody is for it.

It is interesting that when I proposed
just a study of the feasibility of uniform
cost accounting standards this was not
only opposed by 32 Senators on the floor
of the Senate, including the Senator
from Utah, but also it was opposed by
the Department of Defense, and many
others. The Senator from Utah calIed it
an exercise in futility; that we never
could work out uniform cost accounting
standards. Now, he has said that he is
for it. This is the sign of a great man,
one who is able to change his mind.
However, it is indicative of the fact you
are going to get great pressures in this
area where enormous things are at
stake.

Mr. President, I must oppose the
amendment offered by my able coI1eague
from Utah. The amendment to place the
development of uniform cost accounting
standards under the executive branch
would substantially weaken the admin
istration of the bill. The Defense De
partment and the Bureau of the Budget
have had years to require uniform cost
accounti!1g on Government contracts and
they have not done so. To give the ex
ecutive branch the job of writing the
standards after their demonstrated in
difference to the problem is like putting
Lockheed Aircraft in charge of the Pen
tagon's cost reduction program.

The bill I originalIy introduced would
have required the Comptroller Gen
eral to promulgate uniform cost ac
counting standards. During the hear
ings, the ComptrolIer General presented

two alternatives for the committee's
considera tion.

The first alternative provided for the
issuance of accounting standards by the
GAO with the advice and assistance of
a five-man advisory board appointed by
the Comptroller General.

The second alternative established a
separate five-man Cost-Accounting
Standards Board appOinted by the Pres
ident for the purpose of issuing uniform
cost accounting standards.

Although I favored the first approach,
I supported a compromise developed in
committee which would provide for a
separate five-man board appointed by the
ComptroI1er General and which would
include the Comptroller General as its
chairman.

This approach combines the best fea
tures of the two alternatives submitted
by GAO. It retains independence from
the executive branch while at the same
time, it keeps the development of the
standards separate from the day-to-day
activities of the GAO. The composition
of the Board is also specified to include
representatives of the GAO, the execu
tive branch, the' accounting profession
and industry, thus assuring that alI
points of view are represented.

The Bennett amendment would upset
the compromise reached by the commit
tee and provide for an accounting board
which would be under the complete dom
ination of the executive branch.

It is instructive to note that the de
fense industry, while preferring no bill
at aI1, actively lobbied the committee for
a PresidentiaI1y appointed board once it
realized that a bill was going to be passed.
From the industry viewpoint, I suppose
they felt they would have more success
in dominating a Presidential board and
weakening its regulations. The defense
industry is undoubtedly correct in this
judgment in view of the general history
of regulatory agencies and their tend
ency to become the captives of those
whom they ostensibly regulate.

Admiral Rickover, who more than any
one else has caI1ed attention to the need
fOl' uniform cost accounting standa~'d::;,

has said flatly that:
Effectlve cost accountlng standards will not

be established if Congress turns the job over
to the Executive Branch or to a special board.

In view. of Admiral Rickover's warn
ing, I am afraid that the committee may
already have unduly weakened the leg
islation by assigning the responsibility to
a special board and not to the GAO di
rectly. In any event, we should not com
pletely strip the bill of its teeth as would
be done by the Bennett amendment. At
least leave a few molars in the bilI for
the benefit of the taxpaying public.

In view of executive branch compla
cency, there is no reason to suppose that
it 11as suddenly got religion. This was
forcefully pointed out by Robert An
thony, a former comptroIler of the De
fense Department, a leading accounting
authority, and a current professor of
management at the Harvard Business
School. Anthony states that:

Theoretically, the inadequacies in Section
XV of the Armed Services Procurement Regu
lations could have been corrected by those
who are responsible for revisihg these regu
lations. The facts are that despite the glaring

inadequacies that have been pointed out
repeatedly over a period of years, few changes
have been made. I see no likellhocd that
significant improvements will be made SO

long as the responsibillty remai:ls in the
Pentagon.

However, a board under the control of
the Comptroller General is another mat
ter. The Comptroller General is ap
pointed for a 15-year term and can only
be removed for cause by the Congress.
As the head of the General Accounting
Office, he is the chief watchdog of the
Congress over the activities of the execu
tive branch.

Given the age at which most Comp
trollers assume their important duties,
the 15-year appointment is tantamount
to a lifetime job. The incumbents are
not likely to be swayed by the expec
tation of a future industry job which
is unfortunately all too frequently the
case with the members of regulatory
commissions.

Once appointed, the Comptroller is be
holden to no government official, political
party, or administration in office. He is
the most independent man in Washing
ton and the one most qualified to un
dertake the difficult and sensitive job of
establishing uniform accounting stand
ards and certainly an expert in the field
of accounting. That is his field, and he
has a tremendous professional staff to
support him, literaI1y thousands of peo
ple to support him.

If anyone is immune to the blandish
ments of the military-industrial com
plex, it is the Comptroller General. It
comes as no great surprise, therefore, to
see defense industry lobbyists urging the
establishment of a Presidential board.

Much has been made of the fact that
the Comptroller General himself prefers
an accounting board under the control
of the executive branch. I have the high
est degree of respect and admiration for
the Comptroller General, Mr. Staats, and
I am sure my feelings are widely shared
throughout the Congress.

One of the reasons why Congress has
such confidence in the Comptroller Gen
eral is that he is not an empire builder,
Unlike many bureau chiefs or agency
heads, he is not constantly seeking to
expand his mission or authority. The new
jobs which the Comptroller has under
taken have always been with reluctance
and only begun after a clear congres
sional mandate,

Were it otherwise, he would not enjoy
the high respect of the Congress he has
today. If the Comptroller were constantly
trying to muscle in on some new territory,
he could not command the reputation for
strict impartiality which is vital to this
present mission. .

There is no doubt the ComptroI1er
General would be able to perform the
job of issuing cost accounting standards
if it were assigned to him by the Con
gress. As a matter 0::' fact, he so indicated
during the hearings. Thus, the Comp
troI1er'sprofessed reluctance to take on
the assignment should not be allowed to
cloud the judgment of the Congress as
to where the job really belongs.

Let us examine the arguments which
have been advanced against giving the
Comptroller General the job.

First, it is argued that the development
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of cost accounting standards is inherently
an executive branch function. Since pro
curement regulations are now under the
executive branch, it is argued that cost
accounting regulations should also be
under the executive branch.

There is nothing inherent about cost
accounting to make it an executive
branch function. The fact that it is re
lated to procurement is completely beside
the point. By this line of reasoning, all
of the postl.',udit activities of the GAO
should be transferred to the Defense
Contract Audit Agency because they are
also related to procurement and con
tracting.

The GAO was set up to be an inde
pendent watchdog over the executive
branch. Accordingly, the Budget and Ac
counting Procedures Act of 1950 (31
U.S.C. 66) directs the Comptroller Gen
eral to "prescribe the principles, stand
ards, and related requirements for ac
counting to be observed by each executive
agency."

This is its function now. It is hard for
me to envision a role which would be
more compatible with its responsibility
and capability than the one the com
mittee has assigned it and that the Ben
nett amendment would take away.

In other words, GAO already prescribes
the accounting principles followed by the
executive branch agencies themselves.
Surely it would be less of an infringe
ment upon the prerogatives of the execu
tive branch if this authority were ex
panded to include the cost accounting
standards followed by defense contrac
tors completely outside the executive
branch. Thus, the argument of inherent
executive branch privilege collapses of its
own weight when examined in the light
of existing statutory duties.

Second, it is argued that an accounting
board under the executive branch would
be more prestigious and attract abler
candidates. As a matter of fact, a good
case can be made for just the opposite
conclusion. A Presidential board is likely
to attract political hacks, whereas a GAO
board would attract the ablest members
of the accounting profession because of
its greater impartiality.

Mr. TOWER. Mr. President, will the
Senator yield for a question?

Mr. PROXMIRE. I am happy to yield.
Mr. TOWER. The Senator seems to be

very concerned about the board being
able to act with some degree of independ
ence and concerned about executive dom
inance. Now he has just added a new
factor, and that is the likelihood that
the appointees would be political hacks.
Let me remind the Senator from Wis
consin that the power to confirm still re
sides in the Senate. and it occurs to me
that if the legislative branch is vitally
concerned with maintaining the inde
pendence of the board, it would certainly
scrutinize the qualifications and capacity
for independence of those who might be
recommended for appointment. We still
have the check.

Mr. PROXMIRE. I thank the Senator.
I wish the Senator would look back into
what we have done since I have been
in the Senate and since he has been in
the Senate, and how many appointments
by President Eisenhower, President Ken-

nedy, President Johnson, and President
Nixon have been turned down. It is true
that a couple of Supreme Court appoint
ments have been rejected, but when ap
pointments are made to the regulatory
agencies, especially to a board which
would not have great public attention, it
is very doubtful whether any Senator or
his staff would have the time to examine
the qualifications as meticulously or as
carefully as we should. We do not have
the kind of detailed and extensive hear
ings which would be likely to result in
overturning the President, and I think
the record is very clear on that.

Mr. TOWER. What the Senator is sug
gesting, then, is that the Senate will be
very derelict in its consideration of the
qUalifications of those who are appointed
or nominated?

Mr. PROXMIRE. What I would say is
that the Senate has been derelict, as I
think all of us recognize, at times in the
past, only because we are very busy. We
have many jobs to perform, and when we
get these appointments of postmasters,
second lieutenants, and certain other
people, we are simply not going to inquire
into their qualifications in detail.

Mr. TOWER. So the Senator is sug
gesting that the power to confirm Execu
tive appointments is an anachronism
which should not vest in the Senate, be
cause the Senate is inclined to treat it too
lightly?

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

Mr. PROXMIRE. I am suggesting that
the power to confirm should be con
fined, as much as possible, to top policy
making positions.

Mr. TOWER. The Senator does not
consider this a top policymaking posi
tion?

Mr. PROXMIRE. Of course I do.
Mr. MONDALE. Will the Senator

yield?
Mr. PROXMIRE. Mr. President, I yield

to the Senator from Minnesota.
Mr. MONDALE. Mr. President, how

much time do I have remaining?
The PRESIDING OFFICER. The Sen

ator from Minnesota has 19 minutes re
maining. The Senator from Utah has 10.

Mr. MONDALE. I promised to yield to
the Senator from Massachusetts. Is the
Senator from Wisconsin through?

Mr. PROXMIRE. I have a little more
to go.

Mr. MONDALE. Mr. President, I yield
to the Senator from Wisconsin such fur
ther time as he may require, and then I
shall yield to the Senator from
Massachusetts.

Mr. PROXMIRE. Mr. President, this
argument was made most effectively by
Dr. Howard Wright, chairman of the
Division of Accounting at the University
of Maryland and a witness before the
committee. In speaking to the alternative
approaches before the committee, Dr.
Wright said:

I do not endorse the one which prOVides
for an independent board. Such a board. be
Ing appointed by the President, probably
would not be composed of the highly qual1
fied men needed to perform this task. With
out extensive qual1ficatlons for oflice being
written into the legislation, I fear that It
would soon be relegated to the status of a
minor board. As such, as Senator Proxmlre

said In one of his questions, I am afraid it
would not be a trulv effective board. It would
hecome a haven 'for political appointees,
probably having no interest in nor capability
to perform the assigned task.

Secondly, the Board members should have
continuous conflict with a viable accountlng
and auditing group so as to automatlcaIly
keep up with changes In accounting and
aUditing, and with the environment to Which
their efforts are being appl1ed. The General
Accounting Oflice meets this need.

He went on to say:
Despite all my earl1er comments about the

limitations of the Comptroller General's re
port. I have substantial confidence that he
would be 'far more likely to appOint highly
qualified individuals to his Advisory Board.
This confidence extends not only to the
present holder of that high office. but to his
successors as well. Necessarily, the General
Accounting Oflice has the professional ac
counting environment so necessary for an
effective Board.

Dr. Wright's views shOUld bear particu
lar weight because he is a skeptic on the
need for uniform cost accounting stand
ards and appeared at the request of the
Senator from Utah. Thus when the Sen
ator's own recommended witness cau
tions against his amendment, I believe
the Senate should take notice.

Third, it is argued that the promulga
tion of uniform cost accounting stand
ards conflicts with the auditing functions
of GAO and that the person who writes
the regulations should not have the re
sponsibility for auditing compliance
therewith.

In response to the argument, it should
be pointed out that the bill reported by
the committee does not envision the Gen
eral Accounting Office itself or the Comp
troller General himself prescribing uni
form cost accounting regulations. The
regulations would be written by a sepa
rate Accounting Principles Board chaired
by the Comptroller General. Thus, the
people who write the regulations would
not be the same people who are perform
ing the GAO audit functions. A similar
division of responsibility between the De
fense Contract Audit Agency and the
Office of the Secretary of Defense has
proven to be workable even though both
organizations are under the control of
the Secretary of Defense.

A fourth argument is that an inde
pendent board appointed by the Comp
troller General would pose administra
tive difficulties. According to former
Budget Director Mayo, an independent
board could not develop working rela
tionships with executive branch agen
cies or delegate responsibilities to them
without raising constitutional questions.
Once again, this argument ignores the
cooperative relationships which the GAO
has maintained with executive branch
agencies concerning their own account
ing standards. The law even directs the
GAO to "cooperate with the executive
agencies in the development of their
accounting systems." To my knowledge,
this provision has not caused the consti
tutional difficulties vaguely alluded to
by former Budget Director Mayo.

I think it is safe to say that the Sena
tor from Utah is not a strong supporter
of this legislation. As a matter of fact,
2 years ago, he even opposed a stUdy by
the GAO into the feasibility of establish
ing uniform cost accounting standards.
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I do not say this in a crItical spirit. for
certainly a respectable case can be made
that legislation requiring uniform cost
accounting standards is not needed at
all. This was the position taken by many
industry witnesses. and while I do not
agree with it, I am sure it is a genuine
and sincerely held point of view.

If the Senator from Utah Is opposed
to the legislation. then I would suggest to
him that he could accomplish his pur
poses far more effectively by moving to
delete the entire section dealing with
uniform cost accounting standards. Let
the Senate openly debate the real issues
instead of hiding behind the skirts of a
supposedly procedural amendment
which in my view effectively destroys the
legislation. If this is the Senator's aim.
let him accomplish it in a straight for
ward manner. If not. I urge the Senate
to reject the Bennett amendment for its
enactment will severely cripple the ad
ministration of the program.

Mr. Presidcnt, I thank the Senator
from Minnesota, and I yield the floor.

The PRESIDING OFFICER. Who
yields time?

Mr. MONDALE. Mr. President, how
much time do ! have remaining.

The PRESIDING OFFICER. The Sen
ator has 15 minutes.

Mr. MONDALE. How much time does
the Senator from Massachusetts require?

Mr. BROOKE. I merely wish to address
some questions to the Senator from Wis
consin.

Mr. MONDALE. I yield the Senator
from Massachusetts 4 minutes.

Mr. BROOKE. I thank the Senator.
Is it the position of the Senator from
WIsconsin th!lt a board appointed by the
Comptroller General is apt to have less
Industry influence upon it than a board
appointed by the President?

Mr. PROXMIRE. That is exactly
corrE:ct; yes.

Mr. BROOKE. Is it also true that un
der the proposal of the Senator from
Wisconsin, the Senate has no confirma
tory powers over the appointees of the
Comptroller General?

Mr. PROX:MIRE. That is correct.
Mr. BROOKE. I think we all have

great respect for the Comptroller Gen
eral, for the in-depth studies and the
recommendations he has made. The
President appoints the Comptroller Gen
eral. But it would seem to me. that,
since this office would be a congressional
watchdog, it would be better to have
confirmatory power in the Senate. even
if the board is appointed by the Comp
troller General rather than by the Pres
ident of the United States.

Mr. PHOXMIRE. Mr. President, may
I say that the Comptroller General him
self has considerable question as to the
constitutionality of Senate approval of
his appointees.

Mr. BROOKE. Is there really a consti
tutional question Involved here, when
the Senate grants power to the Comp
troller General to appoint a board, and
writes into the same legislation con
firmatory powers on the part of the
Senate? Does that raise a constitutional
question?

Mr. PROXMIRE. Let me read the
provision.

Article II, section 2, clause 2. of the
Constitution of the United States. pro
vides:

The President shall nominate, and by and
with the Advice and Consent of the senate,
shall appoint • • • Judges of the Supreme
Court, and all other officers of the United
States, whose appointments are not other
wise herein provided for, and which shall be
establlshed by Law: but the Congress may
by Law vest the appointment of such in
terior Officers, as they think proper, in the
President alone, in the Courts at Law. or in
the Heads of Departments.

It appears that under the above-quoted
constitutional prOVision all officers of
the United States whose appointments
are not otherwise provided for in the
Constitution and which are established
by law must be nominated and a.ppointed
by the President by and with the advice
and consent of the Senate, except that
the Congress may vest the power to ap
point inferior officers in the President
alone, In courts of law or in the heads
of departments.

The amendment of the Senator from
Utah would provide that the President
would nominate and appoint. with the
advice and consent of the Senate, the
members of the Cost-Aecounting Stand
ards Board.

The basic position taken by the Sena
tor from Wisconsin is that the Comp
troller General is an expert in this field.
he is competent in this field, he is given
the authority for auditing executive
agencies, and we recognize he does this
exceedingly well. So it would seem to me
that for him to also have authority to
audit defense contractors would be com
patible with his experience, and is the
best way to accomplish this.

On this issue, the committee, as the
Senator from Massachusetts knows,
arrived at a compromise in an effort
to obtain some of the benefit of both
alternatives.

Mr. BROOKE. .1 certainly agree as to
the record of the Comptroller General.
and the fact that we have granted this
power to the Comptroller General. But
I see nothing in the language the Sena
tor read relative to the constitutional
qUE'stion which denies the Senate au
thority to require confirmation by the
senate of the appointment of a board
by one of its agents. I just do not see
that that question has been resolved in
the manner in which the Senator from
Wisconsin has concluded.

Mr. PROXMIRE. The Comptroller
General feels that there would be con
stitutional questions here that would be
quite serious; and, as I say, the language
of the Constitution provides:

The Congress may by Law invest the
appointment of such inferior Officers, as
they think proper, in the President alone,
in the Courts of Law. or in the Heads at
Departments.

Under their construction of that lan
guage, the President does not give to the
heads of departments the authority to
make an appointment subject to Senate
confirmation.

Mr. BROOKE. But if the Senate
creates the board, as would be the case
in the Senator's proposal, and does not
grant the appointing authority to the
President--

The PRESIDING OFFICER. The time
allotted to the Senator from Massachu
setts has expired.

Mr. BROOKE. Two additional minutes.
Mr. MONDALE. I yield the Senator

2 additional minutes.
Mr. BROOKE. And does not provide

that the President should make the ap
pointment. then the Senate has created
a board over which there can be no con
firmatory powers fixed in the Senate;
is that correct?

Mr. PROXMIRE. That is correct.
Mr. BROOKE. And the Senator feels

that, under any circumstances, the Sen
ate cannot create such a board?

Mr. PROXMIRE. I think that the cir
cumstances are cloudy and unclear. It
may be that the Comptroller General is
wrong. But hIs opinion-and what seems
to me to be the fairly clear language of
the ConstItution-makes it appear that
we cannot permit a head of a department
or a court to make an appointment and
then have the Senate confirm that ap
pointment. There is a series of cases that
would seem to confirm that interpreta
tIon by the Comptroller General.

Mr. BROOKE. Does the Senator have
any citations?

Mr. PROXMIRE. I am happy to give
them to the Senator.

See Brooks v. United states, 33 F.
SuPP. 68 (1939); Surowitz v. United
States, 80 F. SuPP. 716 (1948); Walsh v.
United States, 156 F. SUPP. 619 (1957) ;
C/o Nishimura Ekiu v. United States, 142
U.S. 651 (1892); United States v. Mouat,
124 U.S. 303 (1888); United States v.
Germaine, 99 U.S. 508 (1878); and Ken
nedy v. United States, 146 F. 2d 26 (1944).

Mr. BROOKE. And this is authority
for the proposition that the Senate can
not create a board and take confirmatory
authority itself?

Mr. PROXMIRE. These are cases cited
in support of the Comptroller General's
position.

The PRESIDING OFFICER. The addi
tional 2 minutes of the Senator have
expired.

Who yields time?
Mr. BENNETT. Mr. President, the

Senator said, properly, that the Senator
from Utah voted against the proposition
that the Comptroller General should
make a study. Looking back now. I think
I was rIght; because it was the informa
tion from that stUdy which the Comp
troller General refused to give to the
committee. So what good was it to allow
him to make a stUdy. if he refuses to
pass the information along to the body
that has jurisdiction over his work?

Mr. PROXMIRE. Mr. President. will
the Senator yield so that I may respond?

Mr. BENNETT. I yield.
Mr. PROXMIRE. On the basis of that

stUdy. the Comptroller General changed
his mind and now recommends the feasi
bl11ty of uniform cost accounting stand
ards. The Defense Department recom
mends their feasibility. The Bureau of
the Budget recommends their feasibility.
The accounting profession, which was
against it. is now Virtually all for it. Four
of the five principal accounting associa
tions have come out firmly for uniform
cost accounting standards, and that
study was the reason for their position.
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Mr. GOLDWATER. Mr. President, will

the Senator yield?
Mr. BENNETT. I yield.
Mr. GOLDWATER. In order to try to

clarify this, if my memory serves me cor
rectly, I think the Senator from Wis
consin suggested a study by the General
Accounting Office that would include
such subjects as weaponry, strategy,
force sizes-in other words, the whole
ball of wax-and the General Account
ing Office said they did not want any part
of it. I think that had the Senator con
fined himself to the type of suggestion
made by the Senator from Utah, he prob
ably would have had his amendment
prevail.

Mr. BENNETT. Mr. President, I have
very little time left, and I would like to
comment on two or three other things
that the Senator from Wisconsin said.

He said several times that under the
amendment of the Senator from Utah,
the Board would be completely domi
nated by the executive department. He
forgets that the Comptroller General
would be the Chairman, and the Chair
man usually has more power than the
same percentage of his membership
bears to the total.

The Senator went to great lengths to
point out that if we allowed the President
to make the appointments and the Sen
ate to confirm them, we would get noth
ing but political hacks. I wonder whether
he would like to tell us what percentage
of political hacks we confirmed during
the Kennedy-Johnson era. I think the
President has made pretty good appoint
ments, and I was happy to support him,
and I do not think that just a change
in administration automatically leads us
to believe that every appointment will
be a political hack.

It has been very interesting to hear the
Senator use Dr. Wright in support of the
Senator's proposal; because, as the Sen
ator will remember, Dr. Wright opposed
the whole bill. When he made the com
ments that the Senator referred to about
the idea of a Presidential commission,
he was using it as part of his argument
against any bill at all. I think it is a little
hard en us to use him now as a witness
and to intimate that he opposed this
particular feature of the bill. He thought
we should have no accounting standards
board at all.

The Senator from Wisconsin also
said-I cannot quote his words--some
thing to the eft'ect that we have already
charged the Comptroller General \vi.th
the responsibility of developing account
ing standards for the entire Government,
and that therefore we should trust him
with this. Can the Senator from Wis
consin tell us how well he has performed
that function? Has he promulgated ac
counting standards for the entire Gov
ernment? Has he carried out that
charge? How long has he had the charge?
My understanding is that he has not been
able to carry out the charge, and he has
not proposed accounting standards for
the entire Government.

I think we had better take this a piece
at a time, and we had better return to
our normal method of selecting men· to
serve in positions of this kind. We had
better trust the President and Congress

in this instance, as we do with the Cabi
net and all the other major appointive
offices, follow the normal procedure, and
let the President appoint the members
of this Board, with the understanding
that the Comptroller General would
have the power that goes with the chair
manship of the Commission; and that is
the purpose of the amendment.

The PRESIDING OFFICER. Who
yields time?

Mr. MONDALE. Mr. President, in my
opinion, the Proxmire proposal for a
board selected by the Comptroller Gen
eral and chaired by the Comptroller
General is superior to the proposed
amendment. Indeed, I have grave doubt,
if the Bennett amendment were adopted,
as to whether we would not be better oft'
without any uniform cost accounting
standards requirement at all. because the
absolutely essential ingredient of cost
accounting standards must be indeoend
ence. If there is any doubt about the in
dependence of this Board, I think we
should not have it; because if the Board
is not independent, if, under a certain
kind of structure-and I think it would
be true under the Bennett proposal-it
could be dominated by the Defense
Department and the defense industry,
this Board would not be used to protect
the public. It would be us~d to protect
the Defense Department and the defense
industry from these bloated profits being
returned to the contractors in the form
of cost overhead.

Thus, it would be used to legitimize and
to defend a practice WhIch, at the very
least, today is exposed to public criticIsm,
and it would help to defend it.

If we want uniform cost accounting
standards, which our committee clearly
wants and which practically every in
dependent witness who came before us
wanted, let us make certain that we do
the job right with an independent board.
No one I know of, even though they have
complaints about the Comptroller Gen
eral's office-as they would have about
everybody- has ever doubted or ever
raised a question about the independence
and integrity of that office. That, it
seems to me. Is the key point we must
achieve if we are going to establish a
system of uniform cost accounting stand
ards that we are sure will work.

Therefore, I strongly oppose the
amendment oft'ered by the Senator from
Utah, and I hope it will be rejected.

The PRESIDING OFFICER. Who
yields time?

Mr. BENNETT. I have no time re
maining.

Mr. TOWER. Mr. President, will the
Senator from Minnesota yield me 1 min
ute?

Mr. MONDALE. Mr. President. how
much time remains?

The PRESIDING OFFICER. The Sen
ator from Minnesota has 5 minutes.

Mr. MONDALE. I will yield 1 full min
ute to the Senator from Texas.

Mr. TOWER. Mr. President, I thank
the Senator from Minnesota for his gen
erosity, which is characteristic of him,
I might add.

Mr. President, I fall t{) understand why
a board appointed by the Comptroller
General wlll exercise any greater de-

gree of independence than a board ap
pointed by the President subject to con
firmation by the Senate.

I think that what has been suggested
here today is that all of our independent
regulatory agencies are founded on a
pillar of sand, that they are not really
independent because they are appointed
by the Executive and subject to senato
rial confirmation, so that they cannot
exercise true independence. This is in
herent in the suggestion of the Senator
from Wisconsin.

If that is the case, maybe we should
concern ourselves today not only with
the constitution of this Board but with
the constitution of every independent
regulatory agency.

Mr. PROXMIRE. Mr. President, will
the Senator from Minnesota yield me 2
minutes?

Mr. MONDALE. Mr. President, I yield
2 minutes to the Senator from Wiscon
sin, and then I am going to ask for
a quorum call.

The PRESIDING OFFICER (Mr.
SAXBE). The Senator from Wisconsin is
recognized for 2 minutes.

Mr. PROXMIRE. Mr. President, I
think that what we have to recognize
is that we are not trying to develop a
regulatory agency for some kind of over
all, generalized, policymaking agency.
Instead, we are appointing members to
a highly technical accounting board,
each one of whom should have two prin
cipal qualifications; namely, one, as prop
erly emphasized by the Senator from
Minnesota, he should be independent;
second, each one should be thoroughly
competent in the accounting profession
and know the accounting business thor
oughly.

I submit that there is no one who can
make better appointments in that area
than the Comptroller General. As the
Senator from Minnesota pointed out, the
Comptroller General is independent and,
as we all know, he is thoroughly com
petent.

In reply to the distinguished Senator
from Utah, what we have to recognize is
that the Comptroller General does have,
under the Budgeting and Accounting
Procedures Act of 1950, the authority
to prescribe the principal accounting
standards followed by executive branch
agencies. In other words, he is the Gov
ernment expert in this field.

Why should we take this away from
him with respect to defense contracts,
unless we want to weaken the adminis
tration of this provision anti submit It
to the kind of eft'ective lobbying and the
kind of pressure which I think all of us
have witnessed in so many other areas.

I thank the Senator from Minnesota
for yielding me this time.

Mr. MONDALE. Mr. President, I ask
unanimous consent that the remainder
of the time left to me be taken up in a
call of the quorum.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. MONDALE. Mr. President, I sug
gest the absence of a quorum on that
basis.

The PRESIDING OFFICER. The clerk
will call the roll.
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The assistant legislative clerk pro
ceeded to call the roll.

Mr. MONDALE. 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. BENNETT. Mr. President, I yield
back the 15 seconds I have remaining.

Mr. MONDALE. Mr. President, I yield
back the remainder of my time.

The PRESIDING OFFICER (Mr.
SAXBE). All time on this amendment has
no\v been yielded back.

The question is on agreeing to the
amendmenttof the Senator from utah.

On this question the yeas and nays
have been ordered, and the clerk will call
the roll.

The assistant legislative clerk called
the roll.

Mr. KENNEDY. I announce that the
Senator from Connecticut (Mr. DODD),
the Senator from Mississippi (Mr. EAST
LAND), the Senator from Tennessee (Mr.
GORE). the Senator from Indiana (Mr.
HARTKE), the Senator from Washington
(Mr. MAGNUSON) , the Senator from Min
nesota (Mr. MCCARTHY), the Senator
from Wyoming (Mr. McGEE), the Sena
tor from Rhode Island (Mr. PASTORE),
the Senator from Georgia (Mr. Rus
SELL), and the Senator from Missouri
(Mr. SYMINGTON), are necessarily absent.

I further announce that the Senator
from Alaska (Mr. GRAVEL) and the Sen
ator from North Carolina (Mr. JORDAN),
are absent on official business.

I further announce that, if present
and voting, the Senator from Rhode Is
lands (Mr. PASTORE), would vote "nay."

Mr. SCOTT. I announce that the Sen
ator from Tennessee (Mr. BAKER). the
Senator from Nebraska (Mr. CURTIS).
the Senator from Michigan (Mr. GRIF
FIN). and the Senator from California
(Mr. MURPHY) are necessarily absent.

The Senator from Kentucky (Mr.
COOK) and the Senator from Alaska (Mr.
STEVENS) are absent on official business.

The Senator from South Dakota (1'£1'.
MUNDT) and the Senator from Maine
(Mrs. SMITH) are absent because of ill
ness.

If present and voting, the Senator
from Nebraska (Mr. CURTIS), the Sena
tor from South Dakota (Mr. MUNDT),
the Senator from California (Mr. MUR
PHY) , and the Senator from Maine (Mrs.
SMITH) would each vote "yea."

The result was announced-yeas 36,
nays 44, as follows:

[No. 231 Leg.]
YEAS-36

So Mr. BENNETT'S amendment was
rejected.

Mr. MONDALE. Mr. President, I move
to reconsider the vote by which the
amendment was rejected.

Mr. PROXMffiE. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. MONDALE. Mr. President, I yield
to the Senator from Wisconsin.

Mr. PROXMIRE. 1'£1'. President, it is
my understanding that the distinguished
Senator from Virginia (Mr. BYRD) has
an amendment pending WhICh relates to
the Penn Central Railroad case. I have
a similar amendment. We are trying to
work out the amendment so that we
might present one amendment instead
of two.

Mr. President, I suggest the absence of
a quorum.

Mr. LONG. Mr. President, will the Sen
ator withhold his request?

Mr. PROXMIRE. Mr. President, I
withold my request.

Mr. LONG. Mr. President, will the Sen
ator yield to me briefly?

Mr. PROXMIRE. I yield to the Sena
tor from Louisiana.

REPORT ON MEASURES PENDING
BEFORE THE COMMITTEE ON
FINANCE

Mr. LONG. Mr. President, the Com
mittee on Finance has before it two very
important bills that involve large
amounts of additional Federal spending,
and also involve large amounts of Fed
eral taxes. Those measures are the social
security amendments, sent us by the
House of ;Representatives, and also the
family assistance plan.

On Tuesday next the Committee on
Finance will resume hearings on the so
cial security amendments, as well as the
medicare and medicaid proposals. Then,
on Tuesday of the following week we will
resume hearings on the family assistance
plan.

I am aware of the fact that there have
been press releases emanating from the
White House to the effect that the Com
mittee on Finance is dragging its feet on
the family assistance proposals by the
administration. It should be clear that
the Committee on Finance has every in
tention of reporting that legislation with
such amendments as the committee be
lieves desirable.

When the administration sends to the
Committ~e on Finance a proposal to in
crease the number of people drawing
such welfare payments with Federal as-

NOT VOTING-20
Griffin ~lurphy

Hartke Pastore
Jordan, N.C. Russell
Ivlagnuson Snlith. l\olaine
McCarthy Stevens
l\IcGee Symington
Mundt

ORDER OF BUSINESS
Mr. MANSFIELD. Mr. President, in an

effort to keep on good terms with the
distinguished Senator from South Caro
lina, and to repair my forgetfulness, I
ask unanimous consent that the distin
guished· Senator from South Carolina
may be allowed to proceed for not to ex
ceed 10 minutes.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. HOLLINGS. I thank the distin
guished majority leader.

sistance from 10 to 25 million people, in
creasing that program in one fell swoop
by $4 billion, which will undoubtedly lead
to fm·ther increases-

Mr. COTTON. Mr. President, I think
Senators should have the courtesy of
having conversations in the cloakroom. I
cannot hear one word that the Senator
is saying and I would like to be able to
hear.

The PRESIDING OFFICER. The Sen
ator's point is well taken.

The Senate will be in order.
Mr. LONG. Mr. President, as I was say

ing, when the Committee on Finance un
dertakes to act on a measure of that far
reaching significance, it is the view of
this Senator, and I believe the view of the
majority of the members of the commit
tee, and it is very evident to the chair
man, that the Committee on Finance is
not going to rUbberstamp a proposal of
that sort without taking a good look at it
and considering the alternatives that
have been suggested.

The time spent by the Department in
redrafting some of that legislation to
meet obvious defects in it has not been
wasted, nor has the delay otherwise been
wasted because we have a small but ex
tremely competent staff in the Commit
tee on Finance which has been studying
this proposed legislation, along with sug'
gested amendments which might make
it more effective in the national interest.
Other Members, such as the Senator
from Connecticut (Mr. RIBICOFF), have
staff members who are very well quali
fied in the field of social security amend
ments and public welfare, who are work
ing on suggestions as to ways in which
this legislation might best be tailored to
best meet the national interest.

We have every intention of reporting
that bill and shepherding it through this
session of Congress. But we do not be
lieve it is our duty to rubberstamp every
thing. We believe we should stUdy these
matters and give the best advice the
committee can offer. After we have done
that we will recommend the type legisla
tion we believe the Senate should pass.

Mr. MANSFIELD. Mr. President, I
suggest the absence of a quorum.

The PRESIDING OFFICER. The clerk
will call the roll.

The assistant legislative clerk pro
ceeded to call the roll.

Mr. MANSIELD. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Schweiker
Sparkman
Spong
Talmadge
Tydings
Williams, N.J.
Yarborough
Young, Ohio

Montoya
Moss
Muskle
Nelson
Pell
Proxmire
Randolph
Rlblcoff
Saxbe

Kennedy
Long
Mansfield
l\lathias
McClellan
McGovern
McIntyre
Metealt
Mondale

Baker
Cook
Curtis
Dodd
Eastland
Gore
Gravel

Hart
Hollings
Hughes
Inouye
Jackson
Javlts

Miller
Packwood
Pearson
Percy
Prouty
Scott
Smith, Ill.
Stennis
Thurmond
Tower
Williams, Del.
Young, N. Dak.

Dole
Don'in;ck
Ervin
Fannin
Fong
Goldwater
Gurney
Hansen
Hatfield
Holland
Hruska
Jordan, Idaho

NAY8-44
Church
Eagleton
Ellender
Fulbright
Goodell
Harris

Anderson
Bayh
Bible
Burdick
Byrd, W. Va.
Cannon

Aiken
Allen
Allott
Bellmon
Bennett
Boggs
Brooke
Byrd, Va.
Case
Cooper
Cotton
Cranston
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STATEMENT IN SUPPORT OF CON-
CEPTS OF REORGANIZATION
PLANS 3 AND 4
Mr. JAVITS. Mr. President, the Presi

dent has submitted to the Congress to
today Reorganization Plans Nos. 3 and 4
of 1970, establishing the Environmental
Protection Agency-EPA-as a new in
dependent agency within the executive
branch and the National Oceanic and
Atmospheric Administration-NOAA-in
the Department of Commerce. The con
cept of this plan appears to me to be
entirely sound.

ENvmONMENTAL PROTECTION AGENCY

The EP1\ brings together in a single
organization the major Federal pollution
control programs now existing in four
separate agencies-Interior; Health, Ed
ucation, and Welfare; Agriculture; and
Atomic Energy Commission-and one
interagency council-eouncil on En
vironmental Quality.

This requires pulling together into one
agency a variety of research, monitoring,
standard setting, and enforcement ac
tivities now scattered through those
several departments and agencies. The
mission of the EPA will be to organize
the fight against environmental pollu
tion on an integrated basis which ac
knowledges the critical relationships
among pollutants, forms of pollution, and
control techniques.

According to the President, EPA with
its broad mandate, would also develop
competence in areas of environmental
protection that have not preViously been
given enough attention, such, for ex
ample, as the problem of noise, and it
would provide an organization to which
new programs in these areas could be
added. The EPA will have an estimated
fiscal year 1971 budget of $1.4 billion and
5,650 personnel to deal with environ
mental problems.

Reorganization Plan NO.3 which would
create an independent agency whose ad
ministrator would be a level 2 adminis
trator on the same level as the adminis
trator of the National Aeronautics and
Space Administration. I am hopefUl that
the plan will receive, of course, every con
sideration, and that it will be permitted
to take effect according to law.

The concept of Reorganization Plan
No.4 seems to me also to be sound.

NAnONAL OCEANIC AND ATMOSPHERIC

ADMINISTRATION

NOAA brings together in a single ad
ministration within the Commerce De
partment the major Federal programs
dealing with the seas and atmosphere.
These programs presently exist in four
departments and one agency.

The function of NOAA is to organize
a unified approach to the problems of
the ocean and the atmosphere and to
create a center of strength within the
civilian sector of the Federal Govem
ment for this purpose. Although each of
the units which will comprise NOAA
presently carries out oceanic functions
according to its particular mission, the
lack of overall planning and systems ap
proach has resulted in an impetus to
ward oceanic affairs which has been
much less than it should be. The NOAA
will have an estimated 1971 budget of

about $270 million and over 12,000 per
sonnel.

Upon the establishment of NOAA, the
following programs will be transferred
to it by executive action. No legislative
authority is required to effect these
transfers: The National Oceanographic
Data and Instrumentation Centers of the
Department of the Navy, and the na
tional data buoy program of the De
partment of Transportation.

The President will request, upon ap
proval of the plan, that the Secretary of
Commerce establish a National Advisory
Committee for the Oceans and Atmos
phere to advise on the progress of gov
ernmental and private programs in
achieving the Nation's oceanic and at
mospheric objectives.

Reorganization Plan No.4 would cre
ate an agency within the Department of
Commerce whose administrator would
report directly to the Secretary of Com
merce. I am also hopeful that this plan
will receive, of course, every consideration
and that it will be permitted to take
effect according to law.

I thank the majority leader for his
kindness in including me in the time
allotment.

EXTENSION OF THE DEFENSE
PRODUCTION ACT

The Senate continued with the con
sideration of the bill (S. 3302) to amend
the Defense Production Act of 1950, and
for other purposes.

The PRESIDING OFFICER. Under the
previous order, the time on the amend
ment is limited to 20 minutes, 10 minutes
to a side. The Senator from Wisconsin is
recognized.

Mr. PROXMIRE. Mr. President, I yield
myself 10 minutes.

The amendment I am offering would
strike the $25 million loophole amend
ment approved in committee by an 8-to-6
vote. The committee amendment would
exempt defense contractors from com
plying with uniform cost accounting
standards if their defense sales were less
than $25 million in the preceding fiscal
year.

The $25 million loophole amendment is
totally without merit or redeeming fea
tures. It is strongly opposed by the Comp
troller General who has said such an
exemption "would largely defeat the pur
poses of the bill." It was attacked by
Admiral Rickover who charged that the
loophole amendment would "emasculate
the legislation." The former Comptroller
of the Defense Department said that
"there is no merit to such a proposaL"
Six members of the Senate Banking Com
mittee signed strong individual views in
which they concluded that they could
"see no justificution" fOr the loophole
amendment.

Four Democrats and two Republicans
voted against this $25 million loophole
and joined together in filing a strong
dissent in the committee report. These
include the chairman of the full com
mittee, Senator SPARKMAN, and the
chairman of the subcommittee which
considered the bill, Senator MONDALE,
and its ranking minority member, Sen
ator GOODELL. I am most grateful for
their support.

A KING-sIZE LOOPHOLE

This is a king-size loophole. About 97
percent of all prime contracts in fiscal
year 1969 went to firms with sales of less
than $25 million. Thus the loophole
amendment would exempt 97 percent of
all defense contractors from the bill. In
terms of dollar volume, this accounts for
about 25 percent of all negotiated de
fense procurement. In other words about
$10 billion in prime contracts would be
exempted by the loophole amendment.
Moreover, the figure could be much
higher if subcontracts are added in. Un
fortunately, the Defense Department
does not keep figures on subcontracts,
but Admiral Rickover has estimated that
an additional $14 billion in subcontracts
cculd be exempted. Thus the loophole
amendment could exempt as much as
50 percent of all defense procurement
from the bill.

Admiral Rickover has estimated that
uniform cost accounting standards will
save the Federal taxpayer $2 billion a
year. If this estimate is correct, the loop
hole amendment could cost the taxpayer
between $500 and $1 billion a year. It is
a high price to pay for placating a small
group of willful defense industry lobby
ists who selfishly seek to exempt their
firms from the bill.

THE PHONY COST ARGUMENT

The ostensible purpose of the loophole
amendment is to lighten the record
keeping burden on "small" defense con
tractors who presumably cannot afford
to change their accounting procedures.
This argument is as phony as a claim by
General Motors that it cannot afford to
pay taxes. It is a red herring designed
to becloud the true issues and secure a
special privilege for a group of favored
defense firms.

The record of the hearing clearly
shows there will be no substantial burden
on defense contractors, large or small.
The Comptroller General has said uni
form cost accounting standards "would
not unduly burden small contractors,
and we have not been provided with any
evidence to indicate that it would."

The chairman of the National Associa
tion of Accountants has stated that while
there would be some minor cost of
adapting to the new standards, once
they were promUlgated, there "would be
little or no difference from the costs that
those companies are expending now."

Rather than burdening small contrac
tors, uniform cost accounting standards
should actually help them by taking
much of the guesswork out of what is or
is not allowable. This point was force
fully made by Robert Anthony, a former
Defense Department comptroller, author
of accounting textbooks and currently
a professor at the Harvard Business
School. In referring to the phony paper
work argument, Anthony testified:

This argument Is based on a complete mis
conception about the nature of cost account
Ing standards. All companies with cost-type
contracts must have a cost accounting sys
tem. Such a system must be based on certain
principles. Present systems are based on
whatever principles the contractor chooses to
use. Presumably, these are principles that
the contractor finds most advantageous to
him, within the vague statements of Section
XV of ASPR. A system based on uther prlncl-
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pIes, those promulgated by the Comptroller
General, should cost no more to operate than
a system based on the principles that the
contractor selects, unless the contractor now
uses a system that does not do an adequate
job of measuring cost at all.

Indeed, It Is likely that many contractors
will benefit from the promulgation of a set
of good standards. In the present situation,
there Is a great deal of confusion and uncer
tainty as to what practices are acceptable
and what are not. With a good set of stand
ards, the arguments with government audi
tors, and even the unexpected disallowances,
that result from these uncertainties should
be greatly reduced. Small contractors, who
cannot afford large accounting staffs, should
benefit proportionately more than the large
contractors. who have experts knowledgeable
in how to take advantage of the maximum
latitude that is permissible under present
regUlations.

At least one industry group--the Na
tional Aerospace Services Association
agrees with Anthony. Its procurement
regulation committee chairman ,testified
that "we can conjecture that standards
for records would lighten the record
keeping load of small companies."

Throughout the hearing, the Comp
troller General made it abundantly clear
that the GAO did not envision extensive
and costly changes in accounting sys
tems. Rather. the GAO report and testi
mony and the legislation call for cost
accounting standards to achieve a great
er degree of uniformity and consistency.
GAO envisions that all contractors would
follow a common set of cost accounting
standards or principles. but each would
be free to operate their own accounting
and recordkeeping systems as they saw
fit. Thus. there is no basis for excluding
small defense contractors because of
the presumed cost of implementation.

It should also be emphasized that ex
isting defense accounting regulations
apply to all contraetors regardless of
size. Section XV of the Armed Services
procurement regulations requires uni
form cost accounting standards for all
cost-reimbursement contracts. GAO has
criticized these regulations because they
are too loose and are not mandatory for
all types of contracts. Nonetheless, the
pOint still remains that the Department
of Defense could see no valid basis for
exempting contractors on the basis of
their volume of business with the Gov
ernment.

NO INTERNAL CONSISTENCY

Another feature of the loophole
amendment even more diffiCUlt to under
stand is the fact that it also exempts
contractors doing less than a $25 million
a year business from disclosing their
cost-accounting practices in advance of
a contract and agreeing to follow those
practices consistently. The GAO report
showed numerous examples of contrac
tors using one accounting method for
estimating costs and a totallY different
method in their day-to-day operations.
Invariably, the method used for estimat
ing costs produced a higher estimate
than the regular method.

The Comptroller General has testified
that regUlations requiting contractors to
disclose their own cost accounting prac
tices and follow them consistently can
be put into effect almost immediately and
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that such regUlations would save the
Government money. Whatever one may
think about the cost of implementing
cost accounting standards promulgated
by the Federal Government. surely one
cannot seriously argue that it would be
unduly costly for a contractor to disclose
his own cost accounting standards and to
follow those standards consistently.
Nonetheless. the loophole amendment
would exempt the defense contractors
under $25 million from even this elemen
tary safeguard.

BIG FffiMS ARE EXEMPTED

Although the Comptroller General sees
no reason for any exemption. It might
still be argued that some small business
concerns should be exempt from com
plying with the standards promulgated by
the Federal Government until the stand
ards have proved workable. However.
the loophole amendment stretches the
concept of "small business" almost be
yond recognition. By any standard, a
$25-million-a-year business is substan
tial. A firm doing a $25-miUion-a-year
business with the Government can hardly
claim it is a "mom and.pop" corner drug
store when it comes to cost accounting.
Moreover. the firm may be substantially
larger since the $25 million fioor does not
count civilian business.

For example, under the loophole
amendment, small neighborhood defense
contractors such as Dow Chemical could
be exempt since the company had prime
contract awards of $18.7 mlllion. Infor
mation on SUbcontractors was not avail
able. Other "mom and pop" defense con
tractors who could be exempted by the
loophole amendment inclUde the follow
ing firms with prime contracts under $25
million in fiscal year 1969:

Allis Chalmers. which is In my State
of Wisconsin, $22 million; Ben & Howell,
$14.8 million; B. F. Goodrich, $21 !llillion;
Minnesota Mining & Manufacturing. in
the State of my good friend. the man
ager of the bill, the Senator from Min
nesota (Mr. MONDALE), $22.8 million:
R. J. Reynolds, $18.5 million; Zenith Ra
dio, $12.8 million.

THE COMMERCIAL PRODUCT LOOPHOLE

Another problem with the loophole
amendment is that the $25 million limit
does not include "commercial products"
sold to the Government if sold in sub
stantial quantities to the general public.
There is no definition or qualiflcation
given to the term "commercia: product."
A similar exemption is included under
section 719(g) of the bill; however. there,
the term "item" is used instead of "prod
uct" with the added qualiflcation that
the item must be sold on the basi5 of
"established catalog or market prices."
This is in keeping with the committee
intent to confine the exemption to small
items such as paint or screwdrivers.

By changing the word "item" to "prOd
uct" and dropping the catalog or estab
lished market test, an implication could
be reached to include much larger items
such as airplanes or computers which
were never intended to be exempted by
the committee under section 719(g).

Thus, it might be possible under the
$25 million exemption to exempt a $2
billion aircraft contractor such as Lock-

heed from complying with uniform cost
accounting standards if the aircraft were
also sold to the general public.

CONGLOMERATES EXEMPTED

Still another potential loophole is that
the term "defense contractor or subcon
tractor" is not defined to include all the
firms within a large conglomerate. Thus,
a subsidiary of a large conglomerate
could be exempt if the subsidiary's de
fense business was less than $25 million
even though the company as a whole had
hundreds of millions of dollars in defense
contracts. Thus large firms such as Lit
ton Industries or LTV would have siz
able portions of their empires exempt.

Mr. MONDALE. Mr. President. will
the Senator yield?

Mr. PROXMIRE. I yield.
Mr. MONDALE. As the Senator knows,

under the tax law, at one time it was
possible to get the preferred tax treat
ment for small corporations by simply
creating another corporation; and there
was one group of commercial interests
that created 405 corporations and by
that method saved themselves approxi
mately $6 million in taxes a year, be
cause the law permitted that.

While this is not a tax measure, as I
understand it, it would permit the same
kind of multiplication of contracts, so
that $25 million could be repeated again
and again and again simply by creating
new conduits through the corporate tech
nique.

Mr. PROXMIRE. The Senator is cor
rect. That is the way the language is
drafted in the bill.

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

Mr. PROXMffiE. I yield. on the Sena
tor's time.

Mr. CRANSTON. The Senator's an
swer can be on his time.

I want to ask whether the figures the
Senator recited relating to Dow Chemi
cal and other concerns covered only
their negotiated prime contracts with
the Government or whether they also
covered off-the-shelf sales.

Mr. PROXMIRE. They covered nego
tiated prime contracts.

Mr. CRANSTON. I thank the Senator.
ADMINISTRATIVELY UNWORKABLE

Mr. PROXMIRE. All the other short
comings in the loophole amendment, it
is administratively unworkable. This was
clearly indicated in a letter from the
Comptroller General which reads as fol
lows:

We do not believe It would be practicable
to make the applicability of cost accounting
standards dependent upon the .volume of a
contrRctor's Federal business. Most defense
prime contracts Involve many subcontracts.
If the prime contractor was subject to such
standards and his subcontractors who con
tribute to the bulk of his prime contract
costs were not. the purpose of adopting cost
accounting standards would be defeated. It
would be very difllcult to administer the
contract as a whole under two, or more, sets
of cost accounting standards. Similar and
more dillicult problems would arise if the
prime contractor had agreed to consistency
In following his existing practices and one or
more subcontractors had not.

U the loophole amendment were ap
proved by Congress, defense procurement
officials would be faced with an admin-
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istrative nightmare. Suppose a contrac
tor had done a $20 million a year business
in fiscal year 1970. During fiscal year 1971
suppose he struck it rich and landed a
$500 million contract. Under the loop
hole amendment, he would not have to
comply with uniform cost accounting
standards in negotiating the contract
since his business was less than $25 mil
lion in the preceding year.

Or take another example: Suppose a
large contractor negotiates a $1 billion
contract in fiscal year 1971 which will
take several years to perform. Suppose
his sales in fiscal year 1972 are less than
$25 million. Does this mean he is exempt
from unifm-m cost accounting standards
during the next year even though he still
has more than $975 million in potential
deliveries under the contract?

Perhaps some of these difficulties could
be solved through better drafting al
though such an exercise would be beside
the point. My only purpose in pointing
out these drafting difficulties is to dem
onstrate the lack of thought which has
gone into the entire loophole amendment
and that the basic purpose of the amend
ment is characterized by this same lack
of thought. One does not make a pig eligi
ble for a beauty contest by removing its
warts.

FLEXIBILITY ALREADY PROVIDED

Finally, it should be mentioned that
the committee adopted language giving
the Cost Accounting Standards Board
administrative authority to exempt any
class of contractor or contract from the
bill if necessary and justified. This is a
much sounder procedure as opposed to
arbitrarily guessing at a dollar exemp
tion level without the slightest justifica
tion or evidence and freezing it perma
nently into law.

SUMMARY

In summary, the $25 million exemption
amendment is:

First, totally unjustified since there
are no substantial costs of implemen
tation;

Second, needlessly broad since it also
exempts contractors from disclosing
their own practices and adhering to
them;

Third, grossly excessive in its definition
of small business;

Fourth, loosely drafted with the result
of possibly exempting much larger de
fense contractors;

Fifth, administratively unworkable;
and

Sixth, unnecessarily rigid in view of
the flexible administrative authority
given the board to exempt small firms
if warranted.

There is no justification for exempting
25 percent or more of defense contrac
tors from the legislation under the guise
of helping small business. Small busi
ness may need some relief, but the $25
million figure is obviously excessive. If
we are to have truth in accounting, it
should apply as broadly as possible. The
Congress should not grant indiscrimi
nate favors to special interest groups
without an adequate showing. No such
showing for the exemption has been
made.

Simple equity demands that the rules
be applied uniformly without arbitrary

or artificial distinctions. M, I pointed
out. the board can exempt and is given
authority to exempt small business on
the basis of contract size in the event
they feel there would be any hardship in
volved. I am opposed to the $25 million
exemption and believe it should be re
jected by the Senate.

Mr. President, I reserve the remalnder
of my time.

Mr. CRANSTON. Mr. President, I yield
myself 10 minutes.

The PRESIDING OFFICER (Mr. NEL

SON). The Senator from California is
recognized for 10 minutes.

Mr. CRANSTON. Mr. President, IOp
pose the amendment and I oppose it for
reasons I shall set f0rth, but let me say
first that the matter of accounting is a
subject rather familiar to me, as I served
as State comptroller for the State of
California for 8 years.

I followed this legislation very care
fully in committee and I am not con
vinced that an adequate case has been
made for any uniform cost-accounting
standards, on that it is, indeed, the in
strument which can halt the abuses
which it is designed to correct.

First of all, it has been contended that
implementation of a uniform cost ac
counting system would save the Federal
taxpayer an estimated $2 billion per year.
However, I note that the Senator from
Wisconsin always prefaces his suggestion
that it may save that, by saying "if the
estimate is con-ect." However, in an
l8-month feasibility study of uniform
cost accounting, the General Accounting
Office did not prove that $2 billion or any
other substantial sum could be saved if
such a system were adopted. During the
hearings held by the Banking and Cur
rency Committee no witness could fac
tuallysubstantiate the $2 billion figure.

They stated that $500 million will be
lost to the taxpayer as a result of the
amendment. This rather substantial loss
is based on their contention that $2 bil
lion a year can he saved if there are no
exemptions from the provisions of this
legislation. With a $25 million threshold
they calculate that $500 million will be
lost in savings.

As I stated a moment ago, the $2 bil
lion savings is nothing more than a hy
pothetical, unsubstantial estimate. It
thus becomes difficult to deduce from
this estimated figure any $500 million
loss to the taxpayer.

Indeed, it is likely that the price of a
defense article manufactured for the
Government will increase if uniform cost
accounting standards are promulgated
due to the increased overhead costs nec
essary to implement such a system. The
necessity of compiling additional ac
counting data by contractors because of
the different needs of the Government
and commercial sectors of their business
could also increase costs.

Contrary to the suggestions in the ad
ditional views of those on the committee
who favor the amendment, I did not con
ceive of the $25 million threshold as a
new definition of "small business." I am
aware that a firm doing $24 million worth
of business can in no way be considered
"small." However, the amendment which
I offered was based on an appraisal of the

level at which Department of Defense
business becomes truly important to a
contractor and would motivate him to
make major changes in his operation to
conform to the Department of Defense's
desires.

I view the $25 million threshold as an
effort to establish realisticallY a dollar
threshold which would cover the large
defense contractors where, if there are to
be abuses related to accounting, the larg
est abuses could occur. The threshold in
this legislation-at $25 million-will
cover between 200 and 300 prime and
subcontractors accounting for 74 per
cent of all prime contract awards. It
goes considerably beyond suggestions
made during the hearings that the legis
lation only affect the 100 largest prime
defense contractors.

Virtually all representatives from in
dustry who are intimately familiar with
cost accounting practice, testified that if
uniform cost accounting standards were
to apply to all contractors the smaller
contractors would be badly burdened by
the one-time changeover costs and new
operating costs. These, of course, now
refer only to a one-time changeover. It
might be that in the changeover, if found
that the first procedure was not sound,
a revision would be necessary. Without
in-house legal counsel, full-time ac
countants, and computers, many con
tractors would be faced with heavy ex
penses if required to adopt uniform cost
accounting standards.

In the additional views to which I
have been referring, the GAO is cited as
not believing that costly changes in a
contractor's accounting system would be
incurred as a result of implementation
of uniform cost accounting standards.

Although I have always admired the
competence of the GAO. in this particu
lar case, I must classify their opinions as
hearsay. It is clear that the costs of con
tractor implementation were not a part
of the GAO's 18-month feasibility study.
Only a single question was devoted to the
topic and it received responses ranging
up to $1 million. The fact that the "GAO
did not envision extensive and costly
changes in accounting systems" is a
judgment based on lack of information
rather than on the situation as it would
exist.

On the subject of the disclosure of con
tractor cost accounting practices, it is
implied that the $25 million threshold
exempts companies from consistently fol
lowing their own cost standards. It is in
ferred that a contractor is free to choose
alternatives in an inconsistent and even
in-esponsible manner. Such is not the
case. All contractors must comply with
section XV of the· Armed Services Pro
curement Regulations requiring consist
ent application of cost principles to con
tractor costs.

Let me read the armed services sec
tion XV:

In determining the reasonableness of a
given cost, consideration shall be given to
• • • sIgnificant deviations from the estab
lished practIces of the contractor which may
unjustifiably increase the contract costs.

Furthermore, all contractors whose
stock is publicly held are subject to the
accountant's doctrine of consistency cer
tified annually by independent CPA's.
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The ms, DCAA, GAO, SEC, and the Re
negotiation BOard review periodically
a contractor's consistency in the treat
ment of cost.

The costs of disclosure must be con
sidered in any discussion of the feasibility
of the $25 million threshold. A disclosure
which will most likely be required by the
Cost-Accounting Standards Board would
require the following items:

First. Methods of distinguishing direct
costs from indirect costs-required al
ready by the bill.

Second. The basis used for allocating
indirect costs-required already by the
bill-since there normally are variations
between separate divisions of a company,
each division will require a separate han
dling.

Third. The composition of each indi
rect cost pool-since there normally are
variations between separate divisions of
a company, each division will require a
separate handling.

Fourth. Policies on capitalization.
Fifth. Policies on depreciation.
Sixth. Any data the Board may specify.
It has been estimated that in one larger

company with well documented account
ing policies, two men can prepare such
a disclosure-which will run about 200
pages-in about 2 months.

It has also been estimated that in a
smaller company with few written poli
cies, the disclosure will require about 1
man year. Most such companies do not
have any accounting systems and proce
dures staff and would have to employ a
person or obtain the services of a CPA.
The former course might cost $10,000 to
$12,000 a year for disclosure and the
latter approximately $20,000 to $25,000.

Added costs will be required to revise
the disclosure in response 'to Government
objections to the initial submission.
Maintenance costs will be required for all
future changes.

Mr. President, I am abbreviating my
extended presentation in order to save
the time of the Senate.

Finally, I do not share the view of
senator PROXMIRE and others that, if the
bill did not contain a threshold, the Cost
Accounting Standards Board would ex
empt small contractors because it has
been given the power to do so. The $25
million floor included in this legislation
is not an arbitrary threshold based on
a lack of information or evidence. It is
a dollar level which will effectively in
clude the large defense contractors in
the provisions of the legislation.

Although I am new to the Senate, I
am not new to Government. As a long
time observer of the governmental proc
ess, I know that it is more difficult for
a governmental board to use its power to
exempt a person, corporation, or orga
nization than it is for it to resist the urge
to broaden its power and scope. I am not
willing to trust a Cost Accounting Stand
ards Board to exempt contractors from
the provisions of this legislation-no
matter how burdensome this may be to
those contractors-legislation whose very
reason for being has not been adequately
demonstrated. As responsible legislators,
I do not think we can abdicate our legis
lative role by agreeing to delete the $25

million threshold from the Defense Pro
duction Act.

We might be wiser to test the advo
cacy of cost accounting on the larger
firms that do $25 million worth of busi
ness and up with the Government annu
ally. If cost accounting works and proves
to save money, then we can agree to add
the smaller companies. But let US not
involve the smaller companies at this
time in costly experiments that may
prove to be of no benefit to them, but
may cause them harm and prove to be
of no benefit to the taxpayers of this
Nation.

Mr. PROXMIRE. Mr. President, I yield
myself 3 minutes.

The PRESIDING OFFICER. The Sen
ator from Wisconsin is recognized for
3 minutes.

Mr. PROXMIRE. Mr. President, I say
to my good friend, the Senator from
California, that the estimate of $2 billion
was one made by Admiral Rickover based
on his long experience with the Govern
ment and with cost accounting. He said
that it would save 5 percent in costs. And
5 percent of $40 billion is $2 billion. This
is also the approach used by Mr. Spacek
from Arthur Anderson, one of the biggest
and finest accounting firms in the coun
try. Mr. Spacek said a cost reduction of
5 percent would not be out of the ques
tion.

I might say also that reference made
by the Senator from California to the
present procurement regulations were
hardly confirmed by the General Ac
counting Office.

They said this:
General cost principles and procedures for

use in negotiated Defense contracts are con
tained in Section XV of the Armed SerVices
Procurement Regulation (ASPR). However,
the effectiveness of section XV is impaired
because:

It makes frequent references to generally
accepted accounting principles and/or regu
lations of the Internal Revenue service,
neither of which was intended to serve con
tract costing purposes.

It lacks specific criteria for the use of al
ternative accounting principles and indirect
cost allocation methods.

It is of limited applicabll1ty, since It is
mandatory for only cost-reimbursement type
contracts.

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

Mr. PROXMIRE. I yield.
Mr. MONDALE. The references to

which the Senator referred were devel
oped through the help of Dr. Wright.

Mr. PROXMIRE. They were, indeed.
Mr. MONDALE. Did Dr. Wright later

write a book telling how to beat the
regulations?

Mr. PROXJ\IIRE. How to beat the sys
tem; he surely did.

Mr. MONDALE. And in that book did
Dr. Wright tell defense contractors 10
ways to maximize profits by beating the
regulations?

Mr. PROXMffiE. The Senator is cor
rect.

I conclude by pointing out that my
amendment is supported by the General
Accounting Office and supported by most
of the professional accounting associa
tions. It is consistent with Defense De
partment regulations.

It does permit an exemption for
small business if the Accounting Board
finds that there is reason to exempt small
business to prevent hardship.

Mr. STENNIS. Mr. President, what are
the grounds for exempting small bUSi
ness? Frankly, it looks to me as though
there should be some exemption here.

Mr. PROXJ\'IIRE. Mr. President, I call
attention to page 8 of the bill. It reads:

The Board is authorized, as soon as prac
ticable after the date of enactment of this
section, to prescribe rules and regUlations ex
empting from the requirements of this sec
tion such classes or categories of defense con
tractors or subcontractors under contracts
negotiated in connection with national de
fense procurements as it determines, on the
basis of the size of the contracts involved or
otherWise, are appropriate and consistent
with the purposes sought to be achieved by
this section.

It is very simple. It is on the basis of
the size of the contracts. That is the
basis.

Mr. CRANSTON. Mr. President, I yield
myself such time as I may require.

The PRESIDING OFFICER. The Sen
ator from California is recognized.

Mr. CRANSTON. Mr. President, I ask
unanimous consent to have printed in
the RECORD the testimony of Dr. Wright,
to whom the Senator from Wisconsin re
ferred. This is the testimony given to the
committee and would explain from his
point of view what he did in his account
ing practice.

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

TESTIMONY OF DR. WRIGHT
Senator PROXMIRE. Now, when Admiral

Rickover testified before our Joint Economic
Committee, he referred to you and your
work. He said:

"Dr. Wright participated in the develop
ment of the present Armed Services Procure
ment Regulation Cost Principles, that is
ASPR-XV. He was therefore well qualified
to write a book by which he Illustrated some
of the loopholes in these cost principles. This
is tantamount to writing a book to beat the
rules and be assured of salvation."

Then he pointed out some of the areas,
and I would like to ask you about these.

No. I, negotiate price. not cost. Keep at
tention focused on the reasonableness of
price.

Some costs may be permitted, for example.
some entertainment costs might be classi
fied as travel or employee morale expense.

If the purpose of a contribution is to un
derwrite losses incurred by the institution
in offering courses to the contractor's em
ployees, a lump sum contract with the in
stitution would accomplish the same ob
jective and be allowable.

I certainly have nothing agains~maximiz
ing profits. When I was in business. I tried
to do the same. But as a Government official,
I am disturbed over the loopholes you have
uncovered In ASPR-XV, and it seems your
book Is the best testimony we could have
on the need for cost-accounting standards.

Dr. WRIGHT. Well, Senator, I very much
appreciate the opportunity to set the record
straight on this particular point, in view of
Admiral Rickover's testimony before your
subcommittee on Thursday, November 14,
1966.

I would like to emphasize, If I may. that I
participated in the project of preparing part
2, section XV, in the years 1952 and 1953.

I had no official contact with it thereafter.
In the 6 years that elapsed untll the promul
gation of it, literally hundreds of other ac-



23484 CONGRESSIONAL RECORD - SENATE July 9, 1970
countants, lawyers, and proourement per
sonnel for both Government and contractors,
went over every word.

Nine years elapsed between my last ollicial
contact and the publlcatlon of that book.
Certainly I did not draft the regulations
With the intenion of writing the book, nor
did I write the book to take advantage of the
Government.

Second, I would like, with your permission,
to Introduce into the record two pieces of
correspondence.

Senator MONDALE. Without objection, they
will hA entered. You might just describe
them for the record (see p. 355).

Dr. WRIGHT. One Is dated October 27, 1961,
signed by Miss Frances Warren, an associate
editor for Prentice-Hall. the book pUbllshers.

Enclosed is a compilation of two reviewers
of the worlf while it was still in manuscript.
Prentice-Hall refused to publish that book
In its then current form.

I would like to read paragraph 3 of that
letter. It reads as follows.

This Is a letter dated October 27, 1961, from
the editor of Prentice-Hall to myself; para
graph 3:

"Based upon the enclosed reviews, we must
strongly urge you to make the suggested
revisions so the marketabillty of the book
can be assured, so that Goverrunent people
wlll buy the book out of self-defense.

"Our problem Is to make certain that we
appeal In the right way to those readers who
Will constitute t.he bulk of the audience."

I turn now to the reviewer's comments and
wlll read only two short representative para
graphs. These are paragraphs 3 and 4 of the
first page, and I quote from the reviewer's
comment entitled "Accounting for Defense
Contracts, Howard W. Wright."

"Dr. Wright Is straddling. He is writing to
both sides of the equation at the same time.
His book l.s directed to both the Government
representatives and the contractors' repre
sentatives at one and the same time.

"In one breath, the author seems to be
telling the contractor how to make more
money on Defense contracts by writing the
proper contracts and including all costs,
et cetera. Then in the next breath he seems
to be inserting the Government representa
tive In the better performance of his job.

"The two points of view axe diametrically
opposed. Dr. Wright should remove himself
from this neutral ground. He should Identify
himself 100 percent with the point of view
of the contractor. Don't worry about the Gov
ernment representatives. They wlll certalnly
buy the book out of self-defense.

I turn now to my reply, whicb is dated
November 4, 1951, and is my reply to Miss
Warren. I will recite only short passages in
the interest of time, although the entire
letter Is submitted so tllat you will have
an assurance that nothing Is taken out of
context.

The last sentence of the first paragraph
reads as follows:

"I know all of the things on your comment
sheet are true if one is writing to account
ants and If one wishes to prostitute him
for the businessman."

Are you With me, Senator? It's my letter of
November 4. I will repeat the last sentence,
sir.

Senator PROXMIRE. Tell me which para
graph.

Dr. WRIGHT. The last sentence of the first
paragraph, sir.

"I know of the things on your comment
sheet are true if one Is writing to account
ants and if one wishes to prostitute himself
for the businessman."

I will read the second paxgaraph:
"The greatest compliment that I could

have had is on the critique sheet where it
states that I should remove myself from the
neutral ground. My objective in writing this
work was to write a definitive work that is
independent, unbiased, honest, and objec-

tive. I told you several times earller that
this was not, if I had a part in It, a handy
check list of ways to gyp the Government."

I go to the first sentence in the third
parRgTaph:

"I will not emasculate this work by com
plying with the requirements of the critique
sheets."

I turn to page 2, the carryover paragraph
beginning on line 2:

"However, your 'ten handy ways to maxi
mize profits' idea seems to be a must, so I
might be willing to write up a couple of
appendices or some front matter that could
be used for promotional purposes:'

And down in the summary:
"I wlll not revise the work along the Unes

and to the extent indicated in your critique
sheet."

And taking out the middle of that para
graph:

". . . If you dec1de not to proceed, please
send me the carbon copy you have at once,
that I may seek another pubUsher or make
other arrangements."

Senator, I can say in all honesty, that no
word of the text of that book was changed
as a result of that review. Within a short
period folloWing the receipt of that letter
by Prentice-Hall, they told me that they
were all set to go.

It is my view that the book has stood the
test of time. It has been quoted in court
cases, identified as the Bible for defense
contracting in many places, and if we are
deaUng With 10 ways to maximize profits,
they are such startling things as-"use the
right type of contract," "read the contract
before you sign," "Include all costs in plan
ning figures," negotiate price not cost," "be
sure the accounting system is right for the
type of contract," et cetera.

Mr. Proxmire, I am sorry this matter
came up originally 18 months ago, I have
served my Government in many ways over
28 years, inclUding a period of combat In
World War II. I hope to be able to continue
to serve it in the future.

But, sir, I am very grateful to you for this
opportunity to correct the record on this
point.

8enll.tor PaOXMIRE. Thank you, Dr. Wright.
I am glad you eo<rrected it. I think your cor
rection is most useful.

You say In you:r statement this morning
"I drafted the current part 2, section XV,"
et cetera.

Dr. WRIGHT. I did, sir.
Senator PROXMIRE. You did indeed. The

title of this introduction, as you say, is "Ten
ways to maximize profits:' And as I said, I
am disturbed at the fact that you were able
to point out loopholes in the ASPR-XV and
it therefore seems to me that it is desirable
that we have cost-accounting standards so
that we can overcome some of these lOOp
holes. Maybe you can write a new book and
that will sell even better.

Dr. WRIGHT. I have two comments, if I
may, sir.

Despite what the record shows in the hear
ings on November 14, regarding the possible
increase in sales of my book, the book has
been out of print fm 4 years because of a
lack of sales, and should it be such a great
deVice for contractors to make money out of
the Government, I am sure that the pUb
lisher would long since have reprinted it.

Senator l\iONDALE. Your testimony on page
6 says that before the Armed Services Board
of Contract Appeals, in a case involving a
large St. PaUl, Minn., contractor-are you
at liberty to say who that contractor was?

Dr. WRIGHT. I would be most happy to tell
you privately, Senator Mondale, I do have a
client relationship there.

Senator MONDALE. What relationship? Were
you a witness on behalf of the contractor?

Dr. WRIGHT. I was a Witness on behalf of
the company, yes, sir.

Senator PaOXMIIlE. I want to reiterate that
you have a number of areas, including the
way that you make contributions to educa
tional institutions, or education, even though
that seems to be allowable; and I think that
is ingenious and usefUl to know.

Dr. WaIGHT. May I respond to that? As you,
I am sure, are aware, many contractors find
it advantageous to have educational pro
grams for their employees. Rather than set
ting up their own facilities in-house, they
prefer that their stUdents, their employees,
take courses for credit at nearby institutions.

Particularly in the engineering and scien
tific area, these students are usually gradu
ate students, Graduate students do not pay
their own way. The tuition at most institu
tions is simply not adequate to cover the
cost of the education.

For a major contractor to expect that an
educational institution would enroll 25 or
30 students from a nearby business organi
zation and have to absorb as much as two
thirds of the cost of education, on the one
hand is not equitable, and second, the uni
versity probably does not have the capablllty
to do it without additional financial re
sources.

This is not a loophole in the regulation.
The regulation says that contributions are
unallowable, and in interpreting that regu
lation from time to time, we have had inter
pretations th'at payments to universities in
support of graduate education are contribU
tions to that institution if they go beyond the
normal level of tUitic.n charged by that insti
tution for sudents who are residents of the
State. This is simple,

Senator PaOXMIRE. I unde,rstand, and I
am sure that lDIIny of the suggestions that
you make have considerable merit. The point
I make here, however, is that when you put
them all together, it does represen't-{:ould
represent, on the basis of more sober assess
ment by the Congress, an opportunity for
those who are selling to the Federal Govern
ment to be able to charge the Federal Gov
ernment more than we think is merited.

That is a matter of dispute. In your open
ing statement, you indicate you have been
a consultant to 24 business and nonprofit
corporations. How many of them were profit
corporations, and of those, how many were
defense contractors?

Dr. WRIGHT. I am only consUlted on de
fense. That Is my area of expertise. Twenty
of the firms are defense contractors. Four are
nonprofit, primarlly research organizations.

Senator PROXMIRE. But still doing work for
the Defense Department?

Dr. WRIGHT. All. Yes.
Senator PROXMIRE. Wlll you file the names

of these for the record?
Dr. WRIGHT. I would like first to have the

permission of my clients to do so. I am
in a sUghtly unethical situation perhaps--

Senator PROXMIRE. All right, sir. I am ask
ing you to file them. This, of course, is up
to you. If you get permission and you wish
to do so, I wish you would. If you feel you
cannot without violatinG' a confidence, that
is the way the record will stand.

Dr. WRIGHT. I wlll be perfectly happy and
delighted to provide it to the committee,
provided I do not violate the ethical rela
tionships with my cllents.

Senator PROXMIRE. All right, sir.
In September 1969 issue of Federal Ac

countant, you wrote an article on uniform
accounting standards, In which you said:

"I'm also intrigued by the way in which
the present UCAS stUdy came about. My re
search leads me to identify Admiral Rick
over and Senator Proxmire as the gentle
men having most to do with initiating Bill
Newman's current woes. While each is a
distinguished authority in other areas,
neither has as yet professed to a high de
gree of knOWledge Within the art of account
Ing. So it's intriguing to observe a small
army of accountants searching for their souls
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because a couple of nonaccountants raised a
question or two."

I certainly don't take any personal olIense
In what you said, but it seems to me that
your remark 111ustrates a type of profes
sional snobbery and parochlaUsm of the
worst sort. Are you suggesting that only
accountants are qualified to evaluate work
done by accountants and those using the
services have no right to demand a better
product?

Should Senators not be allowed to act In
this unless they are CPA's?

Dr. WRIGHT. By no means, and I will re
spond this way. First, I would Uke to put the
quotation In an accurate context.

Actually, the article to which you refer
Is one of four pieces Which were prlmarlly
papers presented at different symposia
around the country. I endeavored to get four
different points of view from different au
thorities so that you are quoting from a
speech,

And the second paragraph of that speech
I will not take the time to read it at this
polnt--however, I am sure that you will rec
ognize that any speaker wants to get the
attention of his audience. This is one way.
[Laughter.]

I would like, With your permission, to
place this article In the record.

Senator PROXMIRE. It's a brief article. I
ask unanimous consent that it be admitted
In the record.

Senator MONDALE. All of It?
Senator PROXMIRE. The article as I have It

here Is only a few pages long.
Dr. WRIGHT. That Is corre<:t.
But the real reason I would like to have

the article In the record Is the two para
graphs appearing on page 80. The first fUll
paragraph:

"This brief historical review Is intended to
bring two things Into focus. First that we
have had three sets of cost-accounting prin
ciples, TD-5,OOO and its companions in the
1940's, the original part 2, section XV In the
1950's, the present part 2 in the 1960's.

"And the second thing Is that history
seems to be repeating Itself in cycles of 10
yea.rs-1940, 1949, 1959, and 1969. So perhaps
Admiral Rlckover is not responsible for the
current effort. Maybe he is only the instru
ment of sun spots or miniskirts or the signs
of the Zodiac.

"Regardless of the reasons, It seems to me
to be appropriate to reexamine the present
part 2 cost principles. They. have been In
use almoot 10 years. Numerous ASBCA and
court decisions have Interpreted the prin
ciples so that a body of case laws has devel
oped... :'

Senator PROXMIRE. That Is very welcome
now because 2 years ago, less than 2 years
ago, you said In testimony, and I quote:

"As far as I know, no Individual account
of any stature or any professional account
ing group or organization Within or without
the Government has at any time since No
vember 2, 1959, seriously questioned the
soundness of cost-accounting concepts, part
2, section XV, ASPR."

Dr. WRIGHT. That was a true statement at
that time. I personally believe It is a true
statement now.

(At Dr. Wright's request, the paragraphs
from the Federal Accountant are reprinted
as follows:)

"This brief historical review Is Intended to
bring two things Into focus. The first Is that
we have had three sets of cost principles; TD
5000 and Its companions in the 1940's; the
original Part 2, Section XV In the '50's; the
present Part 2 in the '60's. The second thing
Is that history seems to repeat Itself In cycles
of about ten years: 1940, 1949, 1959, 1969. So
perhaps Admiral Rlckover is not resp;msible
for the' current effort. Maybe he Is cnly the
Instrument of sun-spots, or mini-skirts, or
the signs of the Zodiac.

"Regardless of the reasons, It seems to me
to be appropriate to re-examine the present
Part 2 cost principles. They have been in
use almost ten years. Numerous ASBCA and
court decisions have Interpreted the princi
ples so that a body of case iaw Is developing.
The mllltary-industrial complex has emerged
as a permanent, Influentiai segment of our
society, while In 1951 this complex was looked
upon-

And I think the next paragraph, howe,'er,
sir, Is the one which really is responsive to
your question:
"merely as 'big-business gone to war.' The
highly diversified conglomerates may have
created problems of cost allocation which did
not exist to the same degree in the early
1950's. 'Generally accepted acccunting prin
ciples' which provide a significant foundation
for the present cost principles have evolved
Into something different today from what
they were eighteen years ago. But regardless
of these reasons, when billions of dollars are
being spent each year by the U.S. Treasury.
a periodic review of the bases for determining
the amount of checks Issued seems to be not
only desirable but mandatory. A re-exf-mlna
tlon every ten years doesn't seem to me to
create an undue hardship,"

Senator PROXMIRE. But it certainly has been
questioned by the GAO and they indicate
that we can Improve on this. You have just
said In the statement you read to us that
after 10 years all these things should be
reviewed. .

Dr. WRIGHT. That Is exactly rIght. Any
time we are dealing with expenditure of
significant sums of Government money, every
program should be looked at perhaps even
more frequently than 10 years, sir.

INFORMATION SUBMITTED FOR THE RECORD
PRENTICE-HALL, INC.,

Englewood Cliffs, N.J., October 27, 1961.
Prof. HOWARD W. WRIGHT,
College 0/ Business and Public Administra

tion, UniverSity 0/ Maryland, College
Park, Md.

DEAR PROFESSOR WRIGHT: I am sorry for the
delay In getting back to you on your manu
script. However, as I mentioned before, It was
necessary to have your manuscript reviewed
by an outside reviewer. As I told you pre
viously, the flmt reviewer made certain rec
ommendations that we were unWi111ng to
act upon without first secuTing a second
review.

The second review has now been completed,
and I am enclosing a compilation of both of
them. Both the reviewers are very well quali
fied, non-governmental people. We have every
reason to believe that their reviews are ac
curate. The test ma1l1ng certainly indicated
that our large market was With non-govern
ment people.

Based upon the enclosed reviews, we must
strongly urge you to make the suggested re
visIons so that the marketab1l1ty of the book
can be assured. The government people will
bUy the book out of self defense. Our prob
lem Is to make certain that we appeal In the
right way to those readers who w111 con
stitute the bulk of the audience.

I am returning the orIginal copy of your
manuscript. I would like very much to hear
from you as soon as possible so that we w111
know when to anticipate a revised manu
script. We know that this can be a salable
book, and we are most anxious to proceed
With the project.

Sincerely yours,
FRANCES WARREN,

Associate Editor, Business and Pro/es
sional Books Division.

ACCOUNTING FOR DEFENSE CONTRACT&-BY
HOWARD W. WRIGHT

A book on thIs SUbject Is most timely In
view of the current defense program. Every

effort should be made to push such a book
through production as qUickly as possible.
But, unfortunately, Dr. Wright'S book Is not
ready to go into production.

The Wright book Itself Is a great disap
pointment. It must be Improved. It must be
reworked.

Dr. Wright Is straddling. He is writing to
both sides of the equation at the same time.
His book Is directed to both, the Government
representatives and the contractor repre
sentatives at one and the same time. In one
breath, the author seems to be telling the
contractor how to make more money on de
fense contracts by writing the proper contract
and Including all the costs, etc. Then, In the
next breath he seems to be Instructing the
Government representative In the better per
formance of his job. The two points of view
are diametrically opposed.

Dr. Wright should remove himself from
this neutral ground. He should identify him
self 100% with the point of view of the con·
tractor. Don't worry about the government
representatives. They will most certainly bUy
the book out of self-defense.

90% of the readers of Dr. Wright's book
w1l1 be company accountants who assist In
contract negotiation, price redetermination,
etc. He shOUld write the book-all the way
through-as if he were talking to them. He
should Identify himself With their point
of view. He should tell them how to put their
best foot forward-how to end up with the
best profit on government contracts.

For an analogy to this line of reasoning,
one can look at the tax field. Hundreds of
books and services have been issued to tax
payers te1l1ng them how to reduce taxes. Ob
viously, such books do not In the same breath
tell the Internal Revenue Service how to in
crease Its effectiveness In pursuing and audit.
ing the taxpayer. And yet Dr. Wright, seems
to be doing something akin to this-not in
tLe tax field-but in the area of contract ne
gotiation.

The discussion cases In Appendix B are a
good case In point. They seem to be written
from the point of view of the government
man. They should be reworded to express the
outlook of the contractor. Also, the discus
sion cases give the problems at hand, but of
fer no solutions. This might be a good ap
proach for a college text but completely un
acceptable for mall order. Either the prob
lem section shall be rewritten or eliminated
altogether.

Much of the book is Written in a theoret
ical vein. The fiavor Is academic. The prac
tical how-to-do-it Is sparsely Interspersed
but too sparsely.

Chapters I, 5, 6, 7, 8, 9, and 10, plus Ap
pendix A, have the most appeal. Chapters 2, 3,
and 4 are a surprising Insert on basic ac
counting. One would hardly expect to find
this treatment on accounting theory In a text
on defense contracts. This much accounting
knOWledge should be presupposed for most
readers-and the others won't care anyway.

But, this book can be salvaged. The follow
Ing steps are recommended ...

1. Put In a chapter 10 Ways To Make More
Money on Defense Contracts ... 'through bet.
ter choice of contract, complete accounting
coverage, etc. The author should pick his ten
best points and Write them up In the second
person ... Do this ... do that etc.

2. Put In another front chapter 10 Pitfalls
To Be Avoided.

3. Add a third chapter 10 Special Account
Ing Situations and How To Make the Most of
Them ... stock options, other fringe bene
fits, life cost, etc.

4. Capital turnover and capital investment
as factors to be weighed and rewarded in de
fense contracts Is a subject of top drawer Im
portance. A whole chapter should be devoted
to this. For example If two contracts earn 5%
each on gross but one ties up three times !l8

much capital as the other, there Is a major
IneqUity....
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No.1. 100 gross: 5'70 on gross Xl capital

turn-5 % return.
No.2. 100 gross: 5% on gross X3 capital

turns-15% return.
How does one weigh capital turnover on

defense contracts?
5. The author says stock option cost is to

be included. He should explain how this is
done.

6. Chanters 2, 3, and 4 should be condensed
and moved to the back of the book.

7. Appendix on discussion cases should be
redone to give solutions from contractors
point of view.

With these changes the chapters would
look as follows ...

1. Defense procurement.
2. Dept. of Defense Cost Principles.
3. 10 WfIfys to make more money on de

fense contracts.
4. 10 pitfalls to be avoided.
5. 10 special accounting situations and

how to make the most of them.
6. Other selected items of cost for supply

contracts.
7. Termination.
8. Researcll and development contracts.
9. Construction and facll1ties contracts.
A. Basic accounting framework and cost.
B. ASPR.
C. Discussion cases.
In the above the author's 2, 3 and 4 are

moved into A, Chapter 5 becomes Chapter 2,
3 through 5 are now, 6 covers the author's 6
and 7 or what is left of them and 7-8-9 are
the same as the author's 8-9-10 respectively.

NOVEMBER 4, 1961.
Miss FRANCES WARREN,
Associate Edito!', Business and Professional

Books Division, Prentice-Hall, Inc., En
glewood Cliffs, N.J.

DEAR MISS WARREN: Obviously I was
shocked to receive your letter of October 27,
1961. I repeatedly have leept you informed
of what the book was to be like, I sent you
a sample chapter which languished on your
desk for more than six months without com
ment, and I have mentioned time after time
that the audience for this book Is not the
accountant but the contract negotiator, the
salesman, the lawyer, the contracting officer.
Yet you have the book reviewed by two peo
ple who make their recommendations from
a perspective of the accountant. I know aU
of the things on your comment sheet are
true If one Is writing to accountants and
if one Wishes to prostitute himself for the
businessman.

The greatest compliment that I could have
had is on the critique sheet where it states
that I should remove myself from the neu
tral ground. My objective in writing this
work was to write a definitive work that Is
independent, unbiased, honest, and objec
tive. I told you several times earlier that
this work (if I had a part in it) was not
a handy check list of 10 ways to gyp the
government. Prentice-Hall apparently Is in
terested only In the sales dollars and the
marketability of Its covers, and not with the
quallty of what Is between them.

I wlll not emasculate this work by comply
ing with the requirements of the critique
sheets. We then come to the question of
what should be done. The most obvious
thing Is a meeting at which this tIling could
be discussed face-to-face. I'm fed up with
writing letters and having them have ab
solutely no Impact. I should be pleased to
meet with you (or someone else fam1llar with
the work) either in College Park or New
York. If at the latter location I must request
that P-H pay all travel expenses.

If such a meeting Is not practicable we
must explore other alternatives. I am reluc
tant to destroy the continuity, the logical
fiow of the material as developed In Chapters
2, 3, and 4 and their sequence relationship
to those which follow. However, your "ten
handy ways to maximize profits" idea seems

to be a must, so I might be wUling to write
up a couple of appendices, or some front
matter that could be used for promotional
purposes. These hints would be referenced
to the appropriate pages of the work.

Your critique requirements would cause
me to have to start over from the beginning
because of the extent of referencing con
tained in the manuscript. This I would be
wllling to do If I believed it would improve
the book. I do not so believe. From the
very start I kept reiterating that I was not
writing a reference work, a manual, or an
encyclopedia. I have delivered exactly what
I prom1sed. I know thls field better than
most peopie, and belleve tllat my opinions
should 11ave equal weight as those of your
reviewers.

The analogy to the income tax situation
is invalid. Most government contracts are
negotiated as to final price. Each cost item
becomes submerged In the final price and is
unidentified In the final price, No one can
say with any certainty to what extent total
cost or the individual expenses comprising
the total are recognized In the price. All
that one can do is to pian a strategy that
wlll maximize the price when finally nego
tiated. Hence a "handy-dandy check list"
may not be very reallstic. What I am trying
to do is to equip the contract negotiator to
better be able to do this job. We're not filling
out tax returns; we're negotiating face to
face. There Is a great difference.

In summary: 1. I wlll not revise the work
along the lines and to the extent Indicated
in your critique sheet.

2. I suggest an early meeting to attempt
to reach an agreement on what can be done.

3. In the absence of (2) I would suggest
that you consider what reasonable com
promises you would make that would rep
resent your minimum requirements. I will
consider these and decide whether or not
to comply. This work has a time value and
I am the only one With a substantial invest
ment in it up to now. Please do not del,ay
in this matter. If you decide not to proceed,
please send me the carbon copy you have at
once, so that I may seek another publ1sher
or make other arrangements. I have already
lost four months in your review and editing
process with no contribution to the final
prOduct. I must get on with what must be
done, If P-H is to publish It; otherwise, time
is pressing as other arrangements take time
also. So please let me hear from you within
ten days at most.

Very truly yours,
HOWARD W. WRIGHT.

. Mr. MONDALE. Mr. President, I heard
the testimony. I do not think that it ex
plained anything,

Mr. CRANSTON. I suggested that the
testimony be printed in the RECORD SO
that people might judge for themselves.

Mr. President, I conclude by simply
reading a letter from a rather small con
tractor in California who would be deep
ly affected if the amendment of the Sen
ator from Wisconsin were agreed to,

The letter is addressed to Senator
MURPHY and me. Unfortunately, Senator
MURPHY could not be present today.

The letter reads as follows:
SIERRA SCIENTIFIC CORP.

DEAR Sms: I am writing in regard to Senate
Blll S3302 covering uniform cost accounting
reqUirements for defense business.

Sierra Scientific is a commercial manufac
turing company which employs 20 people.
We were recently invited to bid on a mll1
tary television requirement because of our
special skllls in this area. The existing pro
cedures are so complicated that we had to
call in a consultant to make sure we met
ali the bid requirements. If we are forced
into a complicated accounting procedure by

this bill we will just have to turn over such
business to the big m1l1tary equipment com
panies. I doubt that this is senator Prox
mire's intent,

The $25 million exemption seems to be a
reasonable comprom1se. I urge your support
accordingly.

Very truly yours,
F. D. MEADOWS,

President.

Mr. CRANSTON. Mr. President, I rest
my case and yield back the remainder of
my time.

Mr. PROXMffiE. Mr. President, I yield
back the remainder of my time.

The PRESIDING OFFICER (Mr.
BYRD of Virginia). All time having ex
pired, the question is on agreeing to the
amendment of the Senator from Wiscon
sin. On this question the yeas and nays
have been ordered, and the clerk will call
the roll.

The bill clerk proceeded to call the roll.
Mr. KENNEDY. I announce that the

Senator from Nevada (Mr, CANNON),
the Senator from Connecticut (Mr.
DODD) , the Senator from Mississippi
(Mr. EASTLAND), the Senator from Ten
nessee (Mr. GORE), the senator from
Indiana (Mr. HARTKE), the Senator from
Washington (Mr. MAGNUSON), the Sena
tor from Minnesota (Mr. MCCARTHY).
the Senator from Wyoming (Mr. Mc
GEE). the senator from Rhode Island
(Mr. PASTORE), the Senator from Geor
gia (Mr. RUSSELL), the Senator from
Missouri (Mr. SYMINGTON), and the
Senator from Texas (Mr. YARBOROUGH)
are necessarily absent.

I further announce that the Senator
from Alaska (Mr. GRAVEL), and the Sen
ator from North Carolina (Mr. JORDAN)
are absent on official business.

I further announce that, if present
and Yoting, the Senator from Washing
ton (Mr, MAGNUSON), and the Senator
from Nevada (Mr. CANNON) would each
vote "nay."

I further announce that, if present
and voting, the Senator from Rhode
Island (Mr. PASTORE) would vote "yea."

Mr. SCOTT. I announce that the Sen
ator from Tennessee (Mr. BAKER), the
Senator from Utah (Mr. BENNETT), the
senator from Oklahoma (Mr. BELLMON) ,
the Senator from Nebraska (Mr. CUR
TIs), the Senator from Michigan (Mr.
GRIFFIN), the Senator from California
(Mr. MURPHY), the Senator from Illinois
(Mr. SMITH), and the Senator from
Texas (Mr. TOWER) are necesarily ab
sent.

The senator from KentUcky (Mr.
COOK) and the senator from Alaska
(Mr, Stevens) are absent on official
business.

The Senator from South Dakota (Mr.
MUNDT) and the' Senator from Maine
(Mrs. SMITH) are absent because of ill
ness.

The Senator from Arizona (Mr. GOLD
WATER) , is detained on official business.

If present and voting, the Senator
from Utah (Mr. BENNETT), the Senator
from Nebraska (Mr. CuRTIS), the Sena
tor from South Dakota (Mr. MUNDT),
the Senator from California (Mr. MUR
PHY), the Senator from Maine (Mrs.
SMITH), the Senator from Illinois (Mr.
SMITH) and the Senator from Texas
(Mr. TOWER) would each Yote "nay."
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for allocating Indirect costs, and to agree
to a contract price adjustment, with inter
est, for any Increased costs paId to the de
fense contractor by the United. States be
cause of the defense contractor's fallure to
comply With dUly promulgated cost-account
ing practIces In pricIng contract proposals
and in accumulating and reporting contract
performance cost data. Such interest shall
not exceed 7% per annum measured from
the tIme such payments were made to the
contractor or subcontractor to the time such
price adjustment Is effected. If the partIes
fall to agree as to whether the defense con
tractor or SUbcontractor has complied wIth
cost-accounting standards, the rules and
regulations relatIng thereto, and cost adjust
ments demanded by the UnIted. States. such
disagreement Will constitute a dIspute under
the contract dispute clause."

Mr. PROXMmE. Mr. President, this
amendment modifies a provision put into
the bill by the Senator from Utah (Mr.
BENNETT), who is the ranking Repub
lican member of the committee. The
Senator from Utah agreed with the com
mittee that this would be modified in the
event the General Accounting Office felt
it was necessary. The amendment by the
Senator from Utah requires Government
contracting officers to agree to make
payments to defense contractors for in
creased costs "required as a result of
contractor or subcontractor action in
compliance with duly promulgated cost
accounting standards."

During the committee's executive ses
sion, the Senator from Utah said he
would withdraw his amendment if it were
objected to by the Comptroller General.
Since there was not time to consult with
the GAO during the committee's execu
tive session, the amendment was pro
Visionally agreeu to subject to the later
comments of the Comptroller General.

Following our executive session, I re
ceived a letter from the Comptroller
General objecting to the amendment. To
quote from his letter dated May 22, 1970,
he states:

We believe the provision in this subsection
for payment to contractors of increased costs
occasioned by compliance wIth standards
shOUld be deleted.

In a statement filed with the House
Banking and Currency Committee, the
Comptroller General, in commenting on
the amendment offered by the Senator
from Utah, said:

We are not in favor of this provisIon of
the blll because of its ambIguity and ques
tiona.ble need . . . In summary, we recom
mend deletIon of the previously quoted lan
guage as we believe it would be vIrtually im
possIble to admlnister.

Because of the ambiguous,wording of
the amendment, the Comptroller Gen
eral points out that there are three pos
sible interpretations of its meaning. It
could mean that contractors should be
reimbursed for:

First, the cost of implementing the ac
counting standards; or

second, the increase in price on ex
isting contracts that the contractor
might have been in a position to nego
tiate had the promulgated cost account
ing standards been in effect at the time
the contract was negotiated; or

Third, the cost to the contractor of
correcting his implementation of the

Mr. CRANSTON. That is correct.
Mr. PROXMIRE. Mr. President, if the

Senator will yield, anything over $100,
000 could be exempted if the board felt
it would be a hardship because the firm
was small.

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

Mr. PROXMffiE. I yield.
Mr. MILLER. Does this provision apply

to subcontracts? The Senator referred
to contracts with the Federal Govern
ment.

Mr. PROXl\rIIRE. It would apply to
both subcontracts and contracts. If a
subcontractor had .a contract that was
below $100,000, it would be exempt.

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

Mr. CRANSTON. I yield.
Mr. COTTON. So the exemption now is

just about the same as the Senate pro
vided originally.

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

Mr. CRANSTON. I yield.
Mr. LONG. Mr. President, I shall vote

for the amendment. I do find one com
plaint with it. I thought $500,000 might
be the figure, but I admit the principle
is right, that to impose uniform ac
counting practices on small businesses
might cause a hardship. On the other
hand, it seems to me it would be better
if the figure were higher. But if it is the
best the Senator can get agreed to, I
shall be happy to vote for it.

Mr. CRANSTON. Mr. President, in the
interest of saving time and getting an
amendment that would be agreeable, I
was delighted to accept the suggestion.

I understand the amendment has been
sent to the desk.

The PRESIDING OFFICER. The clerk
will read the amendment.

The BILL CLERK. It is proposed, on
page 6, line 3, to insert the following
after "United States": "in excess of
$100,000".

Mr. CRANSTON. Mr. President, I am
prepared to vote.

The PRESIDING OFFICER. Is all time
yielded back?

Mr. CRANSTON. Yes.
Mr. MANSFIELD. Yes.
The PRESIDING OFFICER. All time

on the amendment has been yielded
back. The question is on agreeing to the
amendment.

The amendment was agreed to.
Mr. PROXMmE. Mr. President, I call

up amendment No. 76B, which has been
modified. The clerk has the modification.
I ask unanimous consent that the
amendment not be read.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
On page 6, delete all begInning on line 10

through line 18 on page 7 and substItute In
lieu thereof the following;

"(h) The Board Is authorized to make,
promulgate. amend, and rescind rules and
regulations for the implementation of cost
accounting standards promulgated under
subsection (g). Such regulations shall re
quire defense contractors and subcontractors
as a condition of contracting to disclose In
writing their cost-accounting princIples, in
cluding methods of distInguishing direct
costs from indirect costs and the basis used

51,

MUler
Moss
Packwood
Percy
Prouty
Young, N. Dak.

Pearson
Pell
Prox:mlre
Randolph
Ribicoff
Saxbe
Schweiker
Scott
Sparkman
Spong
Stennis
Talmadge
Thurmond
Tydings
Williams, N.J.
Wllliams, Del.
Young, Ohio

The result was announced-yeas
nays 22, as follows: .

[No. 234 Leg.]
YEAS-51

Hart
Hatfield
Holland
Hollings
Hughes
Javlts
Jordan, Idaho
Kennedy
Mansfield
Mathias
McClellan
McGovern
Metcalf
Mondale
Montoya
Muskie
Nelson

NAY8-22
Allott
Bayh
Bible
Byrd, Va.
Church
Cotton
Cranston
Dominick

Ervin
Fannin
Gurney
Hruska
Inouye
Jackson
Long
McIntyre

NOT VOTING-27
Baker Gore Murphy
Bellmon Gravel Pastore
Bennett Griffin Russell
Cannon Hartke Smith, Maine
Cook Jordan, N.C. Smith, Ill.
Curtis Magnuson Stevens
Dodd McCarthy Symington
Eastland McGee Tower
Goldwater Mundt Yarborough

So Mr. PROXMIRE'S amendment (No.
767) was agreed to.

Mr. MONDALE. Mr. President, I move
to reconsider the vote by which the
amendment was agreed to.

Mr. SPARKMAN. Mr. President, I
move to lay that motion on the table.

The motion to lay on the table was
agreed to.

Mr. CRANSTON. Mr. President, I am
proposing an amendment cosponsored by
the distinguished Senator from Utah
(Mr. BENNETT), which I understand is
acceptable to the Senator from Wiscon
sin (Mr. PROXMIRE), and which would,
in effect, establish a threshold. applying
to contracts at the $100,000 level and
over. In other words, contracts with the
Defense Department under $100,000
would not be under the uniform cost
accounting provisions. This provision
would protect small businesses and yet
keep competitive bidding going. I think
it is a useful amendment.

The amendment .is now being written
by the Senator from Wisconsin, and he
will send it to the desk.

The PRESIDING OFFICER. Will the
Senator from California send the amend
ment to the desk?

Mr. PROXMffiE. Mr. President, the
amendment is being drafted now. We
will send it to the desk.

The PRESIDING OFFICER. Who
yields time?

Mr. CRANSTON. Mr. President, I yield
myself 5 minutes.

I yield to the Senator from Mississippi.
Mr. STENNIS. Mr. President, as I

understand, the amendment would ex
empt everything $100,000 and below?

Mr. CRANSTON. Per contract.
Mr. STENNIS. And anything above

$100,000 would still be subject to the
power of the proposed board to make
exceptions?

Aiken
Allen
Anderson
Boggs
Brooke
Burdick
Byrd, W. Va.
Case
Cooper
Dole
Eagleton
Ellender
Fong
Fulbright
Goodell
Hansen
Harris
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cost accounting standards in cases
where he had. in good faith. attempted
to implement the cost accounting stand
ards only to find later that his imple
mentation was improper or insufficient.

The Comptroller General concludes
that under any of the three interpreta
tions the amendment is not needed. Any
increased costs from implementing uni
form cost accounting standards would
more properly be chargeable under gen
eral overhead expenses rather than
through a separate agreement. The sec
ond interpretation is not meaningful
since the standards would apply only to
new contracts and not to existing con
tracts. The, third interpretation-to re
imburse a contractor for a good-faith
error-is likewise not adequate since
contractors should be expected to have
accounting personnel to interpret and
implement the standards.

My amendment would thus delete the
amendment offered by the Senator from
Utah and restore the original language
drafted by the GAO.

The Senator from Utah, who, unfortu
nately, had to leave, agreed it would be
acceptable to him.

The PRESIDING OFFICER. The ques
tion is on agreeing to the amendment.

The amendment was agreed to.
AMENDMENT NO. 713

Mr. GOODELL. Mr. President, I caIl
up my amendment No. 713.

The PRESIDING OFFICER. The
amendment will be read.

The bill clerk proceeded to read the
amendment.

Mr. GOODELL. Mr. President, I ask
unanimous consent that the reading of
the amendment be dispensed with.

The PRESIDING OFFICER, Without
objection, it is so ordered.

Amendment No. 713 is as follows:
At the appropriate place Insert the follow

ing:
"REPORT ON MILITARY EXPENDITURES AND THE

ECONOMY

"SEc. . (a) The President shall transmit
annually to the Congress a report to be
known as the Report on Mll1tary Expendi
tures and the Economy setting forth-

"(1) national defense expendItures pro
jected over the next five fiscal years;

"(2) the impact of national defense ex
pendItures projected for the next two fiscal
years on wages, prices, employment, and the
general state of the economy;

"(3) pRSlt and current expenditures and
appropriatIons for the Southeast Asia con
flict; the projected expenditures and appro
priatIons for the next two fiscal years based
on the foreseeable schedule of troop replace
ments and troop withdrawals; and the pro
jected expendItures and approprIations for
the next two fiscal years of mll1tary assIst
ance to SOutheast Asian countries: Provided,
The cost accountIng method or methods
used to calculate these expenditures and ap
proprIations shall be Identified;

"(4) an itemization of current and antici
pated reductions or increases in natIonal
defense expenditures for the next two fiscal
years; and

"(5) specIfic programs and pollcies Which
the Federal Government proposes to insti
tute to mInImize the disruptIve effects of
reductions or increases In natIonal defense
expendItures on local employment and the
economy of local communities.
The first of such reports shall be transmitted
to the Congress not later than sIxty days
after the date of enactment of this Act;

thereafter, such reports shall hi! transmItted
to the Congress not later than March 20 of
each year.

"(b) The PresIdent may transmit from
tIme to time to the Congress reports supple
mentary to the Report on Mllitary ExpendI
tures .and the Economy, each of whIch shall
Include such supplementary or revised In
formation as he may deem necessary.

"(c) The Report on Military Expenditures
and the Economy, and all supplementary re
ports transmitted under subsection (b) of
this section shall, when transmitted to Con
gress, be referred to the JoInt EconomIc
Committee.

"(d) Upon receipt of the Report on Mill
tary ExpendItures and the Economy, the
Joint Economic Committee shall evaluate the
Report and Issue its own report to the Con
gress not later than June 30 of each year."

Mr. GOODELL. Mr. President, this
amendment requires an annual report
on military expenditures and the econ
omy. I am joined in the cosponsorship
of the amendment by Senators PROX
MIRE, MONTOYA, YOUNG of Ohio, PELL,
HARRIS, EAGLETON. GRAVEL, JAVITS, and
HATFIELD.

Mr. President, under the Constitu
tion, Congress is given power over the
Federal purse. Throughout the appro
priations process, Congress is engaged
in making decisions on where this coun
try is going in terms of national priori
ties and program emphasis. Out of all
the demands made on the Federal budg
et, Congress must make judgments on
whether to provide or refuse funds; to
increase or decrease funds; and to real
locate funds from wastefUl, obsolete pro
grams to priority programs intended to
meet human needs now and for the fu
ture.

To make sound decisions on just
where Federal funds are going, how
funds could be saved, when funds could
be released for more meaningful Fed
eral spending-and to assess the impact
of these spending decisions on the state
of the economy, Congress simply must
have additional basic economic data
available for review.

Mr. President, presently the adminis
tration is required to present to Con
gress at the beginning of each year an
economic report of the President.

With the Employment Act of 1946,
Congress and the President made a com
mitment to take measures necessary for
a healthy economy. To this end, the leg
islation called for an annual economic
report of the President to review the
economic policy of the Federal Govern
ment and economic conditions affect
ing employment, production, and pur
chasing power. The legislation also cre
ated a Council of Economic Advisers to
assist the President in preparing the
economic report and a Joint Economic
Committee in Congress to assist Congress
in matters pertaining to the economic
report.

At the time of the great debate in 1945,
on the need for such an annual economic
report, Congress did not insist on having
in the report specific requirements, such
as, economic projections or a causal
analysis of economic conditions. It was
felt then that there was too little experi
ence with economic analysis and projec
tions to incorporate such requirements
in a basic statute.

Today, however, we see more clearly
than 25 years ago what information is
required and what economic data is
available to assist in decisions for a
sound, healthy, and equitable economy.

I would read briefiy from the Joint
Economic Committee's report, in its
evaluation of the January 1970, economic
report of the President. It says:

The Committee discerns little, l! any,
progress on the part of the Council of Eco
nomic Advisers in the analysis and evalua
tion of issues related to milltary spending.
In last year's Economic Report of the PresI
dent, only two pages were devoted to the
defense bUdget. This year's Report fails to
address the defense budget altogether. The
Report offers no guIdance on the Impact of
defense outlays on wages and prices and the
extent to which they contribute to infla
tion, or the influence of defense expenditures
on industrial concen tration, or of the steps
being taken or planned by the Government
to mInimize the effects of defense reductions
on unemployment and ccmmunity distress.

Mr. President, a look at the $200 bil
lion Federal bUdget for fiscal year 1971
shows over $73 billion requested for na
tional defense expenditures. There are
additional amounts for military pay in
creases and defense-related spending,
such as interest on the national debt and
veterans payments. Of the "controllable
dollars" in the Federal budget, those that
can be readily adjusted and redirected,
nearly 75 percent are earmarked for de
fense spending. The sheer size of the de
fense budget coupled with its effects on
infiation and the economy of local com
munities warrant the singular attention
of Congress.

The report on military expenditures
and the economy required by this
amendment is to be distinct from the
annual economic report of the President
inasmuch as it will focus specifically on
the impact of national defense expendi
tures on the economy.

As I indicated earlier, the report could
be a part of the President's economic re
port as long as it was handled separately
in that report.

Specifically, our amendment would re
quire the President to transmit annually
to the Congress a report to be known as
the report on military expenditures and
the economy setting forth-

First, nationa: defense expenditures
projected over the next five fiscal years;

Second, the impact of national defense
expenditures projected for the next 2
fiscal years on wages, prices, employ
ment, and the general state of the econ
omy;

Third, past and current expenditures
and appropriations for the Southeast
Asia conflict; the projected expenditures
and appropriations for the next 2 fiscal
years based on the foreseeable schedule
of troop replacements and troop with
drawals; and the projected expenditures
and appropriations for the next 2 flscal
years of military assistance to Southeast
Asian countries; provided the cost ac
counting method or methods used to cal
culate these expenditures and appropria
tions shall be identified;

Fourth, an itemization of current and
anticipated reductions or increases in
national defense expenditures for the
next 2 fiscal years; and

Fifth, specific programs and policies
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which the Federal Government proposes
to institute to minimize the disruptive
effects of reductions or increases in na
tional defense expe:lditures on local em
ployment and the economy of local com
munities.

The first of such reports shall b~

transmitted to the Congress not later
than 60 days after the date of enactment
of this act; thereafter, such reports shall
be transmitted to the Congress not later
than March 20 of each year.

Mr. President, galloping inflation,
which began in 1966, continues to plague
our economy. Over and. over again, econ
omists have warned that war spending
without adequate economic counter
measures would lead to an overheated
economy. In April of this year, Louis
Lundborg, chairman of the boa:-d of
Bank of America, in testimony before
the Senate Foreign Relations Committee
stated plainly:

The war is a major contributor to infla
tion-our most crucial domestic economic
problem.

If Congress is to do something realis
tically about inflation, a starting point
is information on the costs-past, cur
rent, and projected-of the Vietnam
war. Over the years, Congress has been
hampered in obtaining accurate infor
mation on Vietnam war spending. Over
and over again, Congress has been pre
sented with underestimations of the cost
of the war by successive administrations.
In addition, there has been conflicting
ccngressional testimony on war costs by
witnesses within successive administra
tions. For example, Congress was told
that for fiscal year 1969 the cost of the
Southeast Asia conflic1r-the official
budgetary designation for Vietnam war
costs-was $17 billion, or $25 billion, or
$30 billion, or $32 billion depending on
which cost-accounting method was used.

In June of this year, President Nixon
said:

We must deal with the problems of a na
tion .io transition from a wartime economy
to a peacetime economy.

Mr. President, how are we to deal with
these problems when we wonder what
the war is costing now or what it will
cost over the next several years? We
have been told, and expect, that there
will be a peace dividend from cutbacl.s
in Vietnam war spending. These savings
are then to be available for nondefense
spending, that is, for domestic priorities.

We must know the size of these savings
to the degree that can be projected.

We all recognize that exact figures,
particularly projected over a period of
5 years, will be difficult to give, but we
also know that the defense budget is
composed of a large number of items
that start small and build. Strategic
weapons sYstems begin with a few hun
dred dollars, and gO up to the billions.
This kind of projection, within the limi
tations of the capabilities of the execu
tive branch, would be most helpful to
Congress and to the public.

I am happy to yield to the Senator
from Wisconsin.

Mr. PROXMIRE. Mr. President, will
the Senator yield me 5 minutes?

Mr. GOODELL. How much time do I
have remaining?

The PRESIDING OFFICER. The Sen
ator from New York has 10 minutes
remaining.

Mr. COTTON. Mr. President, before
yielding for further debate, will the Sen
ator yield 1 minute on the proponent's
time, for us to obtain a rollcall?

Mr. GOODELL. I yield.
Mr. COTTON. I ask for the yeas and

nays.
The yeas and nays were ordered.
Mr. GOODELL. I now yield 5 minutes

to the Senator from Wisconsin.
Mr. PROXMIRE. Mr. President, in my

view there are two major reasons why
this amendment should pass. First, the
information it calls for is needed. Sec
ond, most of the information it calls for
is already available or can be made avail
able without great difficulty.

The amendment asks that the report
set forth the national defense expendi
tures projected over the next 5 flscal
years. The Council of Economic Advisers
and the Budget Bureau already project
Government expenditures over the next
5 years. They can only make those pro
jections by making some intelligent esti
mate as to defense expenditures. This
information is needed. This information
is already available. Thus it is merely
a question of the administration releas
ing it.

The amendment asks that the report
contain an analysis of the impact of de
fense expenditures over the next 2 fiscal
years on wages, prices, employment, and
the general state of the economy. That
badly needs to be done. The failure of the
Council of Economic Advisers to give
any analysis at all of defense expendi
tures in the annual report is a great
weakness of that report. Defense spend
ing is now over $70 billion-and much
more than that if the defense aspect of
foreign aid, atomic energy, space, and
other programs is considered. This re
quirement should be met if we are to
make intelligent jUdgments about the
economy.

The amendment calls on the adminis
tration for an annual report on the costs
of the Southeast Asian conflict. In the
past that has been done. It was done ev
ery year; we were told how much we were
spending in Southeast Asia each year
until this year.

The information is known to the Pen
tagon and the Budget Bureau. There is
no reason why it should not be made
public.

The amendment calls for an "itemiza
tion" of reductions or increases in de
fense expenditures over the next 2 years.
This is important so that particularly
communities, industries, and areas can
plan for changes which will take place.
The failure to give such information so
that, the transitions in jobs, investment,
skills, and so forth, can be planned for
is a great weakness at the present time.
This should be done.

Finally, the amendment asks the Pres
ident to tell us what specific programs
and policies which the Government will
propose to minimize the disruptive ef
fects of the reductions or increases in
defense expenditures. The Government
should have a shelf of such programs
and policies which it can put into effect
to ease the transition from a wartime to

peacetime economy. If they are required
to report annually on such programs,
there is some reason to believe that plan
ning for the transition will take place.

For all of these reasons, this is a good
amendment. I am delighted to be its chief
cosponsor and to have introduced it. It
should pass. I know of no fundamental
objections to it.

As vice chairman of the Joint Eco
nomic Committee, I can say that our
committee has lately been handicapped
in the making of useful analyses of the
economy because we have not been told
what expenditures will be, or what the
exceptation is. Of course, this does not
freeze the Government in concrete; they
will make the same errors all of us make
when we attempt to project. But it will
be helpful to get the most authoritative
projection they can make, so that some
kind of projection will be available for
the planning of effective economic
policy.

Mr. SPARKMAN. Mr. President, I
yield myself 2 minutes.

I have great regard for the distin
guished Senator from New York. He is a
member of the Banking and Currency
Committee, works hard, and does excel
lent work; but I must take issue with
him on this particular provision and I
do it as a highly practical matter.

The subcommittee held hearings. The
chairman of the subcommittee was the
Senator from Minnesota (Mr. MONDALE).
The Senator from New York is the rank
ing minority member of that subcom
mittee. I think I am safe in saying that
this matter was never mentioned in the
hearings nOr in the full committee when
we had the matter up for shaping the
bill.

I feel very strongly that that is not the
way to legislate, that in a matter as
complex as this proposal there ought to
be an opportunity for the subcommittee
to consider it and ask witnesses ques
tions about it, and then for the full com
mittee to give consideration to it.

Undoubtedly, a lot of good information
is called for here, but I imagine that most
of it. is available to us elsewhere. This
report is supposed to go to the Joint Eco
nomic Committee, which in turn will
make its own report to Congress. I be
lieve that we are able in the Joint Eco
nomic Committee to get that informa
tion and to make our own projections,
without having a special report made to
us, as a part of Our regular hearings.

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

Mr. SPARKMAN. I yield.
Mr. PROXMffiE. Repeatedly, I have

asked virtually every administration wit
ness who has anything to do with the
Defense Department, and the Bureau of
the Budget, to give us exactly the in
formation contained in the Goodell
amendment, and repeatedly they have
told us that they will not give it to us.
They have their own estimates-they
must have-on what they expect mili
tary expenditures to be, or they could
not project overall Government expend·
itures. But they will not give us this
breakdown for the biggest single ingre
dient.

Mr. SPARKMAN. In any case, I think
this is entitled to have consideration by
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the committee and in the committee be
fore being brought up on the fioor of the
Senate.

The PRESIDING OFFICER. Who
yields time?

Mr. SPARKMAN. I yield to the Sen
ator from New Hampshire.

The PRESIDING OFFICER. The Sen
ator irom Massachusetts is controlling
the time on the opposition.

Mr. BROOKE. Mr. President, how
much time do we have?

The PRESIDING OFFICER. The Sen
ator from Massachusetts has 18 minutes.

Mr. BROOKE. I yield 10 minutes to
the Senator from New Hampshire.

Mr. COT.TON. I may not need to use
the 10 minutes.

Mr. President, even though I am not
a member of the committee, I have fol
lowed this bill rather carefully. I have
a high regard and great respect-and
have had through the many years I have
known him-for the distinguished Sen
ator from New York, and I say the same
for the Senator from Wisconsin. But I
find myself utterly amazed-I cannot be
lieve that careful thougl1t was given be
fore this amendmEnt was offered on the
fioor of the Senate.

In all the years I have been a Member
of the Senate, I have never read an
amendment that seemed to me to be so
thoughtless, so dangerous, and so utterly
prepOsterous. It is not just a matter of
asking for information about our econ
omy. Listen to what it calls for the
President to do in a formal report to Con
gress, laying open the records, for every
body around the world to read:

National defense expenditures projected
over the next five fiscal years.

In the first place, if the President were
King Solomon himself, he could not give
that information. But, in the second
place, if he gave it, what wonderful read
ing and information for the Soviet Union,
for China, for all nations behind the Iron
Curtain-for all nations.

Of course, the President discloses this
information. The Senator from Wiscon
sin said most of this information we
probably have already. I assume that the
President discloses it to the proper com
mittees, to the Committee on Armed
Services, insofar as he knows and can
predict; to the Committee on Appro
priations or the subcommittee of the
Committee on Appropriations. I believe
that information should be disclosed to
Congress.

I happen to be one of those who regrets
that the President did not see fit to call
down the leadership on both sides of
Congress and discuss with them the re
cent movement into Cambodia. I think
that was a mistake. But the sponsors of
this amendment would probably have not
been satisfied had that been done. They
would have wanted to telegraph that in
formation to the Kremlin. Obviously,
this President and other Presidents dis
cuss with the members of the proper
committees our military plans.

Here is an amendment that says that,
starting 60 days after this bill, with the
amendment, is enacted, the President
shall make this repOrt and he shall do
it every year, and shall disclose to Con-

gress the national defense expenditures
projected over the next 5 :fiscal years.

It goes on to say that, after having re
ported on what has been spent in South
east Asia, he shall disclose in this repOrt
the projected expenditures and appro
priations for the next 2 fiscal years based
on the foreseeable schedule of troop re
placements and troop withdrawals, and
the projected expenditures and appro
priations for the next 2 fiscal years of
military assistance to Southeast Asia.

There has been criticism on the fioor
of the Senate about a comparatively in
nocuous amendment known, I believe, as
the McGovern-Hatfield amendment, and
it has been said that it would telegraph
information about our plans and about
our withdrawal plans to the enemy; that
it would take away all our bargaining
power to bring home our prisoners of war.
What would this amendment do?

The President probably does not know
yet the specific details of his plan. Prob
ably he is living in hope, largely, as the
rest of us are. But this amendment calls
for public disclosure laid on the records
of Congress of what he is going to do
in Southeast Asia, how many troops are
coming out, how many troops are going
in, projected over the next 2 years. All
this is required.

Then, the report on military expendi·
tures and the economy:

The Report on Military Expenditures and
the Economy, and all supplementary reports
transmitted under subsection (b) ot this
section shall, when transmitted to Congress,
be referred to the Joint Economic Commit
tee.

The Joint Economic Committee-that
is the super committee. What is going to
happen? Do we not have an Appropria
tions Committee in the Senate and in
the House? Do we not have a Ways and
Means Committee in the House and a
Finance Committee in the Senate, which
are charged with finding the money? But
this super committee, this Joint Eco
nomic Committee, right over the heads
of every committee of Congress, will re
ceive this strange report, which is going
to disclose to all the world our military
plans for the next 5 years--how many
troops we are going to have, how much
we are going to spend, what its impact is
going to be on our economy, what we can
afford. All this, when it gets here, is to be
referred to the Joint Economic Commit-
tee. .

Mr. President, I came here innocently
today, as I always do. [Laughter.] I came
here innocently. This whole bill seemed
to be a good bill. I was sure that the
motives behind it were of the highest
and the purest and the noblest.

I was sure-and I am sure now-that
it was a sincere effort. In order to get
control of our economy, we have many
people charged with investigating our
economy, but there are a hundred Mem
bers of the Senate who were elected by
the people of their respective States, and
there are 435 Members of the House who
were elected, and they are charged with
checking on our economy, and they are
charged with knowing how much we
spend for national defense. This bill came
along, and it was a fine bill, and suddenly
they began to reveal some qualities in it.

I love the Senator from Maine. I lis
tened to his speech on TV the other night
when he SpOke as a member of the loyal
opposition. I enjoyed it. It was good
stili'!. I did not agree with it all, but I
enjoyed it. The distinguished Senator
from Maine, I never saw a man use words
in so many ambiguous ways in all my
life [laughter] and he did it beauti
fully. But I do not care for picayune pol
itics. I do not care for it. When I remem
ber all the years that I sat here on this
side of the aisle, when the Commander
in Chief of our Armed Forces of the
United States of America was Lyndon
Baines Johnson. So far as I was con
cerned even though I had doubts, I did
not voice those doubts on the floor of the
Senate to be broadcast across the world.
I muted my statements outside this
Chamber even when I was running for
office, I will say to my good friend from
New York, even when I was a candidate
for office. And I did not make use of
attacking the President or of trying to
demean him, nor did I play fast and loose
with the national security of this country.

Now this bill comes in, and the first
thing we know, we are not going to trust
the President to have but $20 million. No
matter what emergency might arise, he
can spend only $20 million, and then he
has got to get some kind of clearance
from both houses of Congress.

My good friend, for whom I have the
greatest respect and admiration, the Sen
ator from Arkansas, he was so picayune
that he would not even ask for $20 million
for the President, he wanted to put it
down to $15 million. That is great trust
and confidence in the high office of Pres
ident of the United States.

Why. if the President did not have
enough respect for his office and the men
who will sit in his seat in coming years,
to veto that kind of blll, then I would
lose my respect for him.

Then we go on further, Mr. President,
and we get to the point wherein comes
this amendment sponsored not only by
the distinguished Senator from New York
but also by the distinguished author of
the bill, calling for public disclosure of
classified information. That, so far as I
can remember, has never before been
called for anywhere, by anyone, in Con
gress.

Mr. PROXMIRE. Mr. President, if the
Senator from New Hampshire will yield
at that point.

Mr. COTTON. I yield to the Senator on
his time.

Mr. PROXMIRE. I do not have any
time. The Senator from New York has
the time, but let me ask the Senator this
question: Will he disclose what classified
information this woUld require? We have
for years received reports of estimates of
the cost of the Southeast Asia confiict.
We are not asking for a single piece of
classified information. We simply want
the current budget projections of the
Defense Department. Surely the Ameri
can people are entitled to know the esti
mated future cost of defense. The Sen
ator from New Hampshire has not given
us one single instance or example of
classified information which this amend
ment would require to be disclosed. He
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has not, and indeed, he could not because
the amendment does not require the dis
closure of any information which would
be of military value to our enemies.

Mr. COTION. My time is up-may I
have 1 minute more?

Mr. BROOKE. Mr. President, I yield
the senator from New Hampshire 1 more
minute.

The PRESIDING OFFICER (Mr. BYRD
of Virginia). The Senator from New
Hampshire is recognized for an addl
tiQnal minute.

.Mr. COTION. I will simply say, Mr.
President, that it is one thing to sit down
with· committees of Congress and say
there has been so much this year, there
will be so much next year, and so much
the year after, and so much the year after
that, and that is what we expect--

Mr. PROXMIRE. That is all we are
asking.

Mr. COTTON. But it is something else
to make an informal report, if that were
possible-which is impossible-of na
tional defense expenditures projected
over the next 5 years.

Did you ever hear of that being done
in the history of this country?

Mr. PROXMIRE. We are simply ask
ing for estimates. The executive branch
makes estimates, as the Senator knows,
of the overall national expenditures and
what they will be for the next 5 years.
We are not asking for the cost in Europe
or in Southeast Asia over a 5-year pe
riod. We are just asking for the overall
estimate,s.-of what the national defense
expenditures will be.

Mr. COTTON. Just a moment. You are
also asking for a public disclosure of how
many troops will be withdrawn or sent
into--

The PRESIDING OFFICER (Mr.
HART). The time of the Senator has
expired.

Mr. BROOKE. Mr. President, I yield
1 additional minute to the Senator from
New Hampshire.

The PRESIDING OFFICER. The Sen
ator from New Hampshire is recognized
for 1 additional minute.

Mr. COTTON. Into Southeast Asia
over the next 2 years-

Mr. PROXMIRE. We are being told
that. The President told us that.

Mr. COTTON. He has not told us that.
He told us what he hopes to do, but you
want dates and you want numbers and
you want facts. You want that sort of
thing, and that would be spread allover
the world.

Mr. President, I shall not take any
more time except to say that I am more
saddened than angry. But, I am shocked.
Honestly, I am shocked. It takes a lot
to shock me, but I am shocked at this
kind of amendment being offered in all
seriousness, to demand that the Presi
dent file with a super committee, not even
with the Appropriations Committees of
this Congress-

The PRESIDING OFFICER. The
time of the Senator from New Hampshire
has expired.

Mr. COTTON. Or the Armed Services
Committee, projections of our military

plans for the future and spread them all
over the world for everyone's informa
tion.

I certainly hope that the amendment
will be defeated.

Mr. BROOKE. Mr. President, I yield
4 minutes to the Senator from Missis
sippi.

The PRESIDING OFFICER. The
Senator from Mississippi is recognized
for 4 minutes.

Mr. STENNIS. Mr. President, I sup
ported this bill, the uniform cost ac
counting standards feature. I liked it,
although I thought it went a little too
far, perhaps. But; this is a horse of
another color, to be offered on the fioor
of the Senate right here as an amend
ment, when it has not even been before
a committee, or the Armed Services Com
mittee, no hearings have been held, it
just comes up now-it just grows up
out of the ground asking for the most
secret information that it is possible to
be made public.

Let me point out some illustrations.
Our enemy is watching nothing as

closely as he is watching our manpower,
our offensive weapons plans, and all the
other things that go to make up our fu
ture military plans for the years ahead.

That is highly classified information
and does not really come out until a 12
month period has elapsed, but here we
would go into a most sensitive area to
discuss this. There would be no contra
diction by witnesses at the hearings as
to the problems. There would not be
one single weapon or safeguard which is
ordinarily used in sound legislation. The
amendment has not had one sentence
of hearings. It has not had any cross
examination of witnesses. No depart
ments have been heard. The executive
department has not been heard. No one
has been heard.

No Senators have sat around the table
trying to weigh the evidence. No Sena
tors have gotten up a report for our
guidance here. No recommendations
have been received from anyone. I re
spect the authors. They are sincere. But,
no findings, no recommendations no
holding, no notice-there is nothing to
go on-nothing except a sheet of paper.

I say just as long as this Senate puts
up with proposals that have not been
seasoned, at least in some part, we will
be passing faulty legislation.

So I have had enough. I have had
enough in one bill of this sort of thing.
I stayed with the Senator on that unl
form cost accounting standards feature.
But this amendment should be sent
somewhere for at least a cursory exami
nation, to let us have some hard and
firm resolution on it, rather than an ex
pression of good intention.

I thank the Senator.
Several Senators addressed the Chair.
The PRESIDING OFFICER. Who

yields time?
Mr. BROOKE. Mr. President I yield

1 minute first to the Senator f;om Illi
nois (Mr. PERCY), then 1 minute to the
Senator from Georgia (Mr. TALMADGE),
and then 1 minute to the Senator from
Iowa (Mr. MILLER).

The PRESIDING OFFICER (Mr.
HART). Without objection, it is so or~

dered.
Mr. PERCY. Mr. President, as a mem

ber of the super committee, as well as
a member of the Committee on Banking
and Currency, I have asked several
questions this evening as to what is the
attitude of the Defense Department,
what is the attitude of the Council of
Economic Advisers, and what is the atti
tude of the White House on this amend
ment.

I can find no answers at all.
I highly recommend that we bring this

amendment up before the committee in
the usual procedure and hold hearings.

I could not possibly support an
amendment that directed the President
to give specific programs and policies
which the Federal Government proposes
about local communlties, as to whether
such programs may be decreased or in
creased.

How could they possibly know that?
How could they know about how long
contracts would go? What about a local
community that might be worried about
disruption, as to whether they were going
to get additional contracts there or not?

I feel that we do not have enough in
formation to vote intelligently on this
amendment at this time.

Mr. TALMADGE. Mr. President, to re
quest the President of the United States
to project the military expenditures of
this country 5 years in advance is the
height of folly. His bUdgetary recommen
dations must necessarily be made based
on the tensions existing in the world at
the time, as well as the threats which
exist to this country and the military
forces we have arrayed overseas, as well
as the threats that may be in existence
against those troops. Our defense budg
etary recommendations must necessarily
vary both as to the tensions which exist
in the world and the threat to our na
tional security.

To request them to submit something 5
years in advance would test the powers of
Jeane Dixon. And I am certain that the
Senator from New York would not want
to bring in a distinguished seeress like
that to foretell our budgetary situation.
~r. BROOKE. Mr. President, I yield 1

mmute to the Senator from Iowa.
The PRESIDING OFFICER. The Sen

ator from Iowa is recognlzed for a
minute.

Mr. MILLER. Mr. President, this is my
eighth year on the Joint Economic Com
mittee. I do not ever recall a meeting of
the Joint Economic Committee at which
this kind of proposal was advanced.

I have found that if we needed infor
mation we have been able to get it in the
committee.

I think that we ought to have a meet
ing of the Joint Economic Committee on
this type of proposal before any action
is taken by the Senate as a whole on the
proposal that the President report on
the impact of national defense expendi
tures on prices.

This is a simplistic approach. We could
not possibly evaluate anything like that
without taking into account our tax pic
ture. There is an implication here that
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defense expenditures are responsible for
price inc:'eases.

We all know that if we had matched
defense expenditures with taxes instead
of following a guns-for-butter policy,
we would have had a different picture.

I hope that the amendment is rejected.
Mr. GOODELL. Mr. President, how

much time do I have remaining?
The PRESIDING OFFICER. The Sen

ator from Ne\v York has 5 minutes
remaining.

MI'. GOODELL. Mr. President, I yield
2 minutes to the Senator from Arkansas.

The PRESIDING OFFICER. The Sen
ator from Arkansas is recognized for 2
minutes.

Mr. FULBRIGHT. Mr. President, the
essence of the amendment is to provide
that they share the estimates with us.
There have been many hearings on this
matter. But the administration is seek
ing to prevent Congress from knowing
what is going on with regard to defense
spending.

An example of this is that we have
been trying to find out how much we were
paying the Thais to fight for us. The
Executive did not want us to find out.
We did find out. And that information
was published against the wishes of the
administration.

It seems strange to me in view of these
circumstances that we find Membel's of
the Senate who wish to abdicate the
role of the Senate. All we are asking for
is that we share in the information that
is vital to the survival of this coun
try.

I do not think that any Senator really
means we should not have this informa
tion. I do not understand how we can
just abdicate our responsibility to enact
measures which are calculated to pre
serve the soundness of our economy
and the security of our Nation.

How can we do it if vital informa
tion is not made available?

If I understand it correctly, this in
formation is available. The estimates
have been made. However, the adminis
tration refuses to give us the benefit of
the information.

The Senator from New Hampshire said
that he regretted that we were not told
about Cambodia. We had the secretary
appear before the committee 3 days be
fore. He did not tell us anything about
it. This is an example of what I mean.
We do not get enough information on
which to make a judgment.

Mr. GOODELL. Mr. President, the
Senator from New Hampshire, my very
good friend, has been a stalwart advo
cate of good government. I am amazed by
his argument that he is against our hav
ing the information that we need to dis
charge our obligation and responsibility.

If there is secret information, it should
be vital to send it to the Joint Economic
Committee. We should have access to this
information.

The purpose of the amendment is to
assess the impact on our economy of
defense expenditures.

The Senator from Iowa talks about
this information being raised. The re
port of the Joint Economic Committee
on the June 1970 economic message of
the President states:

"In last year's Economic Report of the
President, only two pages were devoted to
the defense budget. This year's Report fails
to address the defense bUdget altogether. The
Report offers no gUidance on the impact of
defense outlays on wages and prices and the
extent to which they contribute to infla
tion, or the influence of defense expenditures
on industrial concentratlon, or of the steps
being taken or planned by the Government
to minimize the effects of defense reductions
on unemployment and community distress."

We are asking for information. The
estimates have been projected in ad
vance. They have been projected 5 and
10 years in advance. We know they have
been projected. We will not hold them to
the changes made in their own estimates
and decisions. We will not hold them to
the information they give us after Con
gress makes changes in policies and pro
grams of the Government. But we ought
to have existing information. It is avail
able. We need it if we are going to judge
what is happening in this country.

Mr. President, I Yield to the Senator
from Wisconsin.

The PRESIDING OFFICER. The Sen
ator from Wisconsin is recognized.

Mr. PROXMIRE. Mr. President, if we
had had this information in 1965, 1966,
and 1967, there is no question that the
House and Senate would have followed
a far wiser fiscal policy.

One of the reasons we have a 6-percent
rate of inflation today is that we had
enormous deficits from 1966 through
1968. We had those deficits because we
did not have estimates of what our mili
tary expenditures would be. In fact, even
the Council of Economic Advisors did not
have the information on the projected
cost of the Vietnam war in 1966. Only
the Defense Department had the in
formation.

Mr. President, we are not asking for
any secret information at all.

We are not asking for information
which would be of value to our enemies.

We are not weakening our defense
posture by a full disclosure of the esti
mated future cost of defense.

There already is a law on the books
which requires the executive branch to
submit 5-year estimates on the cost of
new programs to any Member of the
Congress. This is all we are asking in
the amendment.

I fail to see how a report calling for
what is already required in law can un
dermine our national defense.

The PRESIDING OFFICER (Mr.
HART). All time having expired, the ques
tion is on agreeing to the amendment of
the Senator from New York. On this
question the yeas and nays have been
ordered, and the clerk will call the roll.

Mr. MILLER. Mr. President. I ask
unanimous consent for 2 minutes so that
I might properly respond to the Senator
from New York.

The PRESIDING OFFICER. Is there
objection? The Chair hears none, and
it is so ordered.

Mr. MILLER. Mr. President, I think
that the Senator from New York made
an inadvertent misstatement. Those of
us who serve on the Joint Economic
Committee know that there really is not
such a thing as a report of the Joint
Economic Committee. There is a report

of minority views and a report of major
ity views.

I must say that the Senator from New
York has been quoting from the major
ity views and not the minority Views.

I think that should be cleared up. I
think that it was inadvertent on his
part. However, sometimes people get the
opinion that all Members join in these
views. We do not.

Mr. GOODELL. Mr. President, I ap
preciate the Senator from Iowa clarify
ing that point. I did make reference to
the deliberations of the Joint Economic
Committee. I wanted to emphasize that
it was the Joint Economic Committee,
the committee responsible for evaluating
the President's Economic Report, that
had made these observations. It is true
that the observations are part of the ma
jority views.

The PRESIDING OFFICER. All time
having expired, the question is on agree
ing to the amendment of the Senator
from New York. On this question, the
yeas and nays have been ordered, and
the clerk will call the roll.

The legislative clerk called the roll.
Mr. KENNEDY. I announce that the

Senator from Nevada (Mr. CANNON), the
Senator from Connecticut (Mr. DODD).
the Senator from Missouri (Mr. EAGLE
TON), the Senator from Mississippi (Mr.
EASTLAND), the Senator from Tennessee
(Mr. GORE), the Senator from Indiana
(Mr. HARTKE), the Senator from Iowa
(Mr. HUGHES), the Senator from Wash
ington (Mr. MAGNUSON,) the Senator
from Minnesota (Mr. MCCARTHY). the
Senator from Wyoming (Mr. MCGEE),
the Senator from Rhode Island (Mr. PAS
TORE). the Senator from Georgia (Mr.
RUSSELL) and the Senator from Missouri
(Mr. SYMINGTON) are necessarily absent.

I further announce that the Senator
from Alaska (Mr. GRAVEL), and the Sen
ator from North Carolina (Mr. JORDAN)
are absent on official business.

I further announce that, if present and
voting, the Senator from Nevada (Mr.
CANNON) and the Senator from Rhode
Island (Mr. PASTORE) would each vote
Unay."

I further announce that, if present and
voting, the Senator from Iowa (Mr.
HUGHES) would vote "yea."

Mr. SCOTT. I announce that the Sen
ator from Tennessee (Mr. BAKER). the
Senator from Utah (Mr. BENNETT), the
senator from Oklahoma (Mr. BELLMON).
the Senator from Nebraska (Mr. CUR
TIs), the Senator from Michigan (Mr.
GRIFFIN), the Senator from California
(Mr. MURPHY), the Senator from minois
(Mr. SMITH), and the Senator from
Texas (Mr. TOWER) are necessarily
absent.

The Senator from Kentucky (Mr.
COOK) and the Senator from Alaska
(Mr. STEVENS) are absent on official
business.

The Senator from South Dakota (Mr.
MUNDT) and the Senator from Maine
(Mrs. SMITH) are absent because of ill
ness.

The Senator from Colorado (Mr. DOM
INICK), the Senator from Arizona (Mr.
GOLDWATER) and the Senator from Flor
ida (Mr. GURNEY) are detained on official
business.
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be established and implemented by the
General Accounting Office.

My committee colleagues will recall
that, during the hearings, I questioned
the Comptroller General on the staff
needs and funding levels necessary to im
plement cost accounting standards.

I felt then and do now that the under
taking would be a most difficnlt task,
the success of which will depend on the
capacity of the agency and staff to engage
in continual stUdy and investigation.

In response to my question, Comp
troller staats submitted the statement
which indicates that the services of 25
professionals would be necessary at a
total estimated expenditure of about
$950,000. I ask that the Comptroller's
entire response be included in the
RECORD.

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

For the first full year, the task of estab
lishing and promulgating cost-accounting
standards, inclUding research and consulta
tion and liaison with industry, the account
ing profession, Government agencies and the
universities, would require the services of
about 25 professionals with a high degree of
expertise in cost-accounting and relevant
disciplines, at a total estimated expenditure
of about $950,000. Because of the many ex
pressions of interest and willingness to par
ticipate in the project of establishing cost
accounting standards, we envision that a
substantial amount of expertise and effort
wlll also be available without charge from
representatives of industry, professional ac
countlng and Government agencies. These
representatives would contribute greatly to
the effectiveness of the task forces assigned
to explore problem areas in cost accounting.

In addition to the eqUivalent of five full
time members of the Cost-Accounting
Standards Board, we estimate the Office of
the Executive Secretary would have three
professionals; the Research Director would
have eight professionals, and the Technical
Director would require nine professionals.
The funotions of the research staff would in
clude the liaison mentioned above in addi
tion to its research activities in support of
the Board. The technical staff would review
disclosure statements and provide informal
interpretations and counsel to Government
agencies, industry and professional account
ants.

Mr. GOODELL. Mr. President, the pro
posal to authorize GAO to promulgate
standards was subsequently amended by
the committee and the authority was
given to an independent agency, ap
pointed by the Comptroller.

Although the administering agency has
been changed, I believe the issue is the
same-the Board must be well-staffed
and well-financed to insure a comprehen
sive study.

I was concerned that S. 3302 contains
no appropriation authorization for the
work of the Cost Accounting Standards
Board.

I was inclined to believe that a figure
should be included on the floor of the
Senate, when we considered the legisla
tion.

For this reason, I wrote to the Comp
troller General, for his opinion on the
advisability of seeking an authorization
on the floor and what the funding level
should be. I ask that my letter and his re
sponse be included in the RECORD.

amendment I have offered would make
the cost accounting standards perma
nent, subject to the will of Congress in
future years.

As provided for in the bill, uniform
cost accounting standards will be deter
mined by an independent board, ap
pointed and chaired by the Comptroller
General. The need for cost accounting
standards occurs because 89 percent of
military procurement in fiscal year 1969
was obtained by contract negotiation.

The percentage of negotiated contracts
has increased in governmentwide pro
curement.

Since 1965, the percentage of negoti
ated contracts in governmentwide pro
curement has increased from 82.1 per
cent to 86.6 percent. Within Government
wide procurement civilian executive
agencies have experienced a decline in
negotiated contracts from 80.9 percent
to 78.7 percent. At the same time, negoti
ated Department of Defense procure
ment has increased from 82.5 percent in
1965 to 89.0 percent in 1969.

The negotiated contracts entered into
by the Defense Department amount to
over $36 billion. The expenditure is an
enormous one and it is spent without the
potential economic benefits that could
occur if the contracts were let on a com-
petitive basis. .

Because this potential for cost reduc
tion is not present, we must take steps to
substitute it with another incentive. I
believe uniform cost accounting stand
ards would serve this purpose.

In a negotiated contract there must
be an accurate detailed report of the con
tractor's cost, so that an equitable con
tract price can be agreed upon. If the
cost information is incomplete, the con
tracting officer has no way of knowing if
the company's final price offer is fair.
There cannot be an effective tool to hold
down cost unless both sides-the Govern
ment and the private company-have
the same facts. Unless this information is
available, negotiation for the company
could become negotiation for the highest
rather than fairest price.

The Cost Accounting Standards Board
will be given the responsibility of devel
oping methods for allocating direct and
indirect expenses to contracts. With these
standards established, the contracting
officer and the company will have princi
ples from which to negotiate.

I commend the Senator from Wiscon
sin for his leadership on this legislation.
He has always been in the forefront of
efforts to protect the American taxpayer
from unnecessary Government spending.
There have been several estimates of
the amount of funds that would be saved
by this new cost accounting approach.
Admiral Rickover who testified before our
subcommittee on the proposal stated that
the savings would be in the neighborhood
of $2 billion. Comptroller General Staats
assured us that the savings would be sub
stantial. Whatever the dollar savings, Mr.
President, we have assurance that all
contracts will be negotiated on the basis
of a fair and consistent set of cost ac
counting principles.

Our Subcommittee on Production and
Stabilization originally considered a pro
posal that the cost accounting standards

Prouty
Randolph
Saxbe
Schweiker
Scott
Sparkman
Spong
Stennis
Talmadge
Thurmond
Tydings
Williams, Del.
Yarborough
Young, N. Dak.

Mondale
Montoya
Nelson
Pell
Proxmire
Riblcoff
Williams, N.J.
Young,Ohio

Hansen
Holland
Hollings
Hruska
Jackson
Jordan, Idaho
Long
McClellan
McIntyre
Metcalf
Miller
Moss
Muskie
Packwood
Pearson
Percy

NOT VOTING-30
Baker Goldwater McGee
Bellmon Gore Mundt
Bennett Gravel Murphy
Cannon Griffin Pastore
Cook Gurney Russell
Curtis Hartke Smith, Maine
Dodd Hughes Smith, Ill.
Dominlck Jordan, N.C. Stevens
Eagleton Magnuson Symington
Eastland McCarthy Tower

So Mr. GOODELL'S amendment (No.
713) was rejected.

Mr. BROOKE. Mr. President, it is my
understanding that the distinguished
Senator from New York (Mr. GOODELL)
has a simple amendment which I under
stand the manager of the bill will accept,
and we will accept, and after that we
can have a third reading.

I ask for the yeas and nays on final
passage.

The yeas and nays were ordered.
Mr. GOODELL. Mr. President, I send

an amendment to the desk and ask that
it be stated.

The PRESIDING OFFICER. The
amendment will be stated.

The legislative clerk read as follows:
On page 2, strike out lines 11 through 14

and insert the following:
Section 1. The first sentence of section 717

(a) of the Defense Production Act of 1950
(50 U.S.C. App. 2166 (a» is amended

(1) by striking out "July 30, 1970" and in
serting in lieu thereof "June 30, 1972"; and

(2) by striking out "section 714" and in
serting in lieu thereof "sections 714 and
719."

Mr. GOODELL. Mr. President, I shall
be very brief. This is a simple amendment
and one that is easily understood.

The Defense Production Act and the
provisions thereof expire at the end of 2
years. The Cost Accounting Standards
Board, which we have added in this leg
islation, expires in 2 years, along with
the other provisions of the act. The

Aiken
Allen
Allott
Bible
Boggs
Brooke
Burdick
Byrd, Va.
Byrd, W. Va.
Cooper
Cotton
Dole
Ellender
Ervin
Fannin
Fong

Anderson
Bayh
Case
Church
Cranston
Fulbright
Goodell
Harris

If present and voting, the Senator from
Utah (Mr. BENNETT), the Senator from
Nebraska (Mr. CURTIS), the Senator from
Colorado (Mr. DOMINICK), the Senator
from South Dakota (Mr. MUNDT). the
Senator from California (Mr. MURPHY),
the Senator from Maine (Mrs. SMITH),
the Senator from TIlinois (Mr. SMITH) ,
the Senator from Texas (Mr. TOWER),
would each vote "nay."

The result was announced-yeas 24,
nays 46, as follows:

[No. 235 Leg.]

YEA8-24
Hart
Hatfield
Inouye
Javits
Kennedy
Mansfield
Mathias
McGovern
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There being no objection, the letters
were ordered to be printed in the REC
ORD, as follows:

JUNE U, 1970.
Hon. ELMER STAATS,
Comptroller General of the United states
Washington, D.C.

DEAR Ma. STAATS; As you know, B. 8302
which extends the Derense Production Act
and provides tor the establishment of uni
form cost accounting standards for certain
defense contracts Will be brought to the Sen
ate Floor for debate and a vote before the end
of June.

The b1l1 requires that a five man Cost Ac
counting Standards Board, appointed and
chaired by you, promUlgate cost accounting
standards and issue regulations on the diB
closure of cos\ accounting practices by con
tractors.

I beHeve this will be a most difficult task,
the success of which w1ll depend on the caM,
paeity of the Board and staff to engage in con-'
tinual study and investigation.

You Will recall that I questioned you at
hearings before the Subcommittee on Pro
duction and Stabilization regarding the staff
needs and funding levels necessary to imple
ment cost accounting standards. It was my
feeling then and now that the Board must
be well-stalfed and well-financed to Insure
a comprehensive study. In response to my
question, you submitted the attached state
ment which indicates that the services of
25 professionals would be necessary at a total
estimated expenditure of about $950,000.

The bill, S. 8302, contains no authorization
for the work of the Cost Accounting Stand
ards Board and I am inclined to believe that
a figure should be inclUded on the Floor of
the Senate. In view of my interest, I would
appreciate information In response to the
following queries:

1. Would you favor the Inclusion of an au
thorization level In S. 3302 and if so, Why?

2. Do you think an authorization of $950,
000 would be sufficient for the Board's first
year of operation?

3. Does this sum inclUde the funds neces
sary for independent research and all per
sonnel, and does It prOVide enough fiexibll1ty
for the Board's activities?

4. Should there be an authorization level
tor more than one fiscal year and, If so, for
how many years and at what levels?

I would most appreciate a prompt response
to these questions. Please be advised that I
may wish to quote all or part of your re
sponses on the fioor ot the Senate during
debate on S. 3302.

Sincerely,
CHARLES E. GOODELL.

COMPTROLLER GENERAL
OF THE UNITED STATES,

Washington, D.C., June 22, 1970.
B-39995(1).
Hon. CHARLES E. GOODELL,
U.S. Senate.

DEAR SENATOR GOODELL: This is in response
to your letter ot June 11, 1970, In which you
ask certain questions relating to the author
Ization ot funds for the work of the Cost
Accounting Standards Board proposed to be
established by S. 3302.

We would prefer that no level be specified
tor the appropriations authorized by the bilI.
As shown by the statement we submitted to
you, we believe annual expenditures of ap
proximately $950,000 would be necessary for
salaries of the Board and Its staff. This figure
does not Include any allowance for consult
ant fees or for outside contracts it may be
desirable to make for study and research. It
is our opinion that the amount ot $1,500,000
annually should be sufficient to fund the
Board's total activities.

We recommend that the Board be made
permanent and that the establishing section
(section 719) be exempted from the explra-

tion date In section 717 of the Defense Pro
duction Act. If this is not done, we beHeve
it would be appropriate to provide for a two
year authorization of $3,000,000, in the event
an authorization le\'el is to be set.

Sincerely,
ELMER B. STA.nS,

comptroller General 0t the United States.

Mr. GOODELL. Mr. President, in sum
mary, the Comptroller prefers that no
appropriation level be specified in the
bill. I respect his opinion and remain as
sured that he will get the funds neces
sary.

I would like to quote, however, from his
letter:

It is our opinion that the amount of $1.5
million annually should be sufficient to fund
the Board's total activities.

In further detail, the Comptroller be
lieves that $950,000 is necessary for serv
ices of 25 professionals with a high de
gree of expertise in cost accounting. In
addition, he believes that another $550,
000 would be necessary for "consUltant
fees or for outside contracts it may be
desirable to make for study and
research."

The total appropriation would be $1.5
million annually. This sum is, I believe,
a small price to pay for a fair and equita
ble cost accounting system. If the Board
is to provide this critical improvement
in our procurement procedures, it must
be well-staffed and well-equipped to
handle the responsibility.

The Senator from Wisconsin is a mem
ber of the Appropriations Committee.
Since he has taken the lead on cost ac
counting requirements in the Senate, I
know he will carefully oversee the ap
propriations request by the Comptroller
for the activities of the Cost Accounting
Standards Board. I know he will make
certain that the sum appropriated will
be adequate for the important task we
have assigned the Board.

Another issue has been brought to my
attention by the Comptroller General.

The Defense Production Act expires
biennially. The expiration date of S. 3302
is June 30, 1972.

Mr. President, we have an important
innovation in S. 3302-the Cost Ac
counting Standards Board in section 719.

The amendment I have introduced
would exempt section 719 from the 2
year expiration date.

The Comptroller General has stated
that it wouid take between 3 and 5 years
to promulgate comprehensive cost-ac
counting standards. At the earliest, it
would be 18 months before the Board
could issue even the simplest standards.
He supports this amendment.

The Board was conceived to have a
continuing impact on defense procure
ment. In order to do this it must be able
to evaluate the effect of its standards.
It must be able to alter, issue or reissue
standards as needs arise. It must be
able to anticipate the procurement needs
of the future and anticipate the stand
ards that will be necessary.

The Comptroller General supports
this amendment.

The Board cannot do this if its plan
ning time is limited to 2-year periods.
It can only invest in long-range plans, if
it has the permanence to do so.

And I do not believe the usefulness
of section 719-the Cost Accounting
Standards Board should be curtalled or
hampered because of a 2-year statutory
life. I urge the acceptance of my amend
ment which would exempt section 719
from the 2-year expiration date in S.
3302.

Mr. BROOKE. Mr. President, I yield
back my time.

Mr. MONDALE. Mr. President, I yield
back my time.

The PRESIDING OFFICER. All time
on the amendment has been yielded back.
The question is on agreeing to the
amendment.

The amendment was agreed to.
Mr. SCOTT. Mr. President, I am

pleased to support S. 3302, a bill extend
ing the Defense Production Act. This
measure provides for the establishment
of uniform cost accounting standards for
certain defense contracts. When we real
ize that during the 1969 fiscal year more
than $36 billion worth of military pro
curement was obtained through con
tract negotiation, we must realize the
tremendous need for keeping these costs
under control.

It was only a year ago that Congress
really got down to the business of exer
cising some control over defense con
tracts. The Schweiker amendment, which
I cosponsored, supported, and voted for,
was the first major step. It would have
required a quarterly audit of all major
defense weapons contracts. It was a good
amendment. It was directed at the
shocking exposures of cost overruns
which are intolerable. Unfortunately, the
Schweiker amendment never made it
through the conference committee.

The pending legislation is designed to
place negotiated defense contracts under
a uniform procedure for cost accounting.
Very reliable estimates indicate that at
least $2 billion or more will be saved
when these procedures are employed. I
say it is about time.

Mr. President, the Comptroller General
submitted a report to Congress last Jan
uary at which time he concluded that
uniform cost accounting standards were
both feasible and desirable. I do not think
that the taxpaying public will tolerate
any more reports of wasteful Govern
ment spending. Let us do our defense
spending in a fiscally responsible man
ner. I strongly support the pending bill
and urge my colleagues to do the same.

The PRESIDING OFFICER, If there
be no further amendment to be pro
posed, the question is on agreeing to the
committee amendment in the nature of
a SUbstitute, as amended.

The committee amendment, as
amended, was agreed to.

The bill was ordered to be engrossed
for a third reading and was read the
third time.

The PRESIDING OFFICER. The bill
having been read the third time, the
question is, Shall it pass? On this ques
tion the yeas and nays have been or
dered, and the clerk will call the .roll.

The legislative clerk called .the roll.
Mr. KENNEDY. I announce that the

Senator from Nevada (Mr. CANNON), the
Senator from Connecticut (Mr. DODD),
the Senator from Missouri (Mr. EAGLE-
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TON), the Senator from Mississippi (Mr.
EASTLAND), the Senator from Tennessee
(Mr. GORE), the Senator from Indiana
(Mr. HARTKE), the Senator from Iowa
(Mr. HUGHEs), the Senator from Wash
ington (Mr. ,MAGNUSON), the Senator
from Minnesotr, (Mr. MCCARTHY), the
Senator from Wyoming (Mr. MCGEE),
the Senator from Rhode Island (Mr. PAS
TORE), the Senator from Georgia (Mr.
RUSSELL), the Senator from Missouri
(Mr. SYMINGTON), are necessarily absent.

I further announce that the Senator
from Alaska (Mr. GRAVEL), the Senator
from North Carolina (Mr. JORDAN), are
absent on official business.

I further announce that, if present
and voting, the Senator from Nevada
(Mr. CANNON), the Senator from Alaska
(Mr. GRAVEL), the Senator from Wash
ington (Mr. MAGNUSON), the Senator
from Rhode Island (Mr. PASTORE), the
Senator from Iowa (Mr. HUGHES), would
each vote "yea."

Mr. SCOTT. I announce that the Sen
ator from Tennessee (Mr. BAKER), the
Senator from Utah (Mr. BENNETT), the
Senator from Oklahoma (Mr. BELLMON),
the Senator from Nebraska (Mr. CUR
TIs), the Senator from Michigan (Mr.
GRIFFIN), the Senator from California
(Mr. MURPHY) , the Senator from nlinois
(Mr. SMITH), and the Senator from
Texas (Mr. TOWER) are necessarily ab
sent.

The Senator from Kentucky (Mr.
COOK) and the Senator from Alaska (Mr.
STEVENS) are absent on official business.

The Senator from South Dakota (Mr.
MUNDT) and the Senator from Maine
(Mrs. SMITH) are absent because of ill
ness.

The senator from Colorado (Mr. DOM
INICK), the Senator from Arizona (Mr.
GoLDWATER) and the Senator from Flor
ida (Mr. GURNEY) are detained on of
ficial business.

If present and voting, the Senator
from Utah (Mr. BENNETT), the senator
from Nebraska (Mr. CURTIS), the Sen
ator from Colorado (Mr. DOMINICK), the
Senator from South Dakota (Mr.
MUNDT), the Senator from California
(Mr. MURPHY), the Senator from Maine
(Mrs. SMITH), the Senator from minois
(Mr. SMITH) and the senator frem Texas
(Mr. TOWER) would each vote "yea."

The result was announced-yeas 69,
nays I, as follows:

[No. 236 Leg.)

YEAS-69
Aiken
Allen
Allott
Anderson
Bayh
Bible
Boggs
Brooke
Burdick
Byrd, Va.
Byrd. W. Va.
case
Church
Cooper
Cotton
Cranston
Dole
Ellender
Erv1n
Fannin
Pong
Fulbright
Goodell

Hansen
Harris
Hart
Hatfield
Holland
Holllngs
Hruska
Inouye
Jackson
Javits
Jordan, Idaho
Kennedy
Long
Mansfield
Mathias
McClellan
McGovern
Metcalf
Miller
Mondale
Montoya
Moss
Muskie

Nelson
Packwood
Pearson
Pell
Percy
Prouty
Proxmire
Randolph
Riblcotr
Saxbe
Schwelker
Scott
Sparkman
Spong
Stennis
Talmadge
Thunnond
Tydings
Wll1lams, N.J.
WUllams, Del.
Yarborough
Young, N. Oak.
Young, Ohio

NAYS-1
McIntyre

NOT VOTING-30
Baker Goldwater McGee
Bellmon Gore Mundt
Bennett Gravel Murphy
Cannon Griffin Pastore
Cook Gurney Russell
Curtis Hartke Smith. Maine
Dodd Hughes Smith, Ill.
Dominick Jordan, N.C. Stevens
Eagleton Magnuson Symington
Eastland McCarthy Tower

So the bill (S. 3302) was passed, as
follows:

S.3302
Be tt enacted by the Senate and House

0/ Representatives o/the United States 0/
America in Congress assembled,

EXTENSION OF ACT
SECTION 1. The first sentence of section

717 (a) of the Defense Production Act of
1950 (50 U.S.C. App. 2166 (a» is amended

(1) by striking out "July 30, 1970" and
inserting in l1eu thereof "June -30, 1972";
and

(2) by striking out "section 714" and in
serting In l1eu thereof "sections 714 and
719".

DEFIN:tTlONS
SEC, 2 Section 2072 of the Defense Produc

tion Act of 1950 (50 U.S.C. App. 2152) Is
amended-

(1) by inserting "space," after "stockpll
ing," in subsection (d); and

(2) by adding at the end' thereof a new
SUbsection as follows:

"(f) The term 'defense contractor' means
any person who enters into a contract with
the United States for the production of mate
rial or the performance' of services for the
national defense."

UNIFORM COST-ACCOUNTING STANDARDS
SEC. 3. The Defense Production Act of 1950

is amended by adding at the end thereof a
new section as follows:

"COST-ACCOUNTING STANDARDS BOARD
"SEC. 719. (a) There is establ1shed, as an

agent of the Congress, a cost-Accounting
Standards Board which shall be independent
of the executive departments and shall con
sist of the comptroller General of the Unlted
States who shall serve as Chairman of the
Board and four members to be appointed
by the Comptroller General. Of the mem
bers appointed to the Board, two shall be
from the accounting prOfession, one shall be
representative of industry, and one shall be
from a department or agency of the Federal
Government who shall be appointed with
the consent of the head of the department
or agency concerned. The term of office of
each of the appointed members of the Board
shall be four years, except that any member
appointed to lUI a vacancy in the Board
shall serve for the remainder of the term
for which his predecessor was appointed.
Each member of the Board appointed from
private Ufe shall receive compensation at
the rate of one two-hundred-slxtieth of the
rate prescribed for level IV of the Federal
Executive Salary Schedule for each day (in
clUding traveltime) in which he is engaged
in the actual performance of duties vested
in the Board.

.. (b) The Board shall have the power to
appoint, fix the compensation of, and remove
an executive secretary and two additional
statr members without regard to chapter 51,
subchapters III and VI of chapter 53, Rnd
chapter 75 of title 5, United Statec Code, and
those provisions of such title relating to ap
pointment in the competitive service. The
executive secretary and the two additional
staff members may be paid compensation at
rates not to exceed the rates prescribed for
levels IV and V of the Federal Executive
Salary Schedule, respectively.

"(c) The Board is authorized to appoint
and fix the compensation of such other per
sonnel as the Board deems necessary to carry
out its functions.

"(d) The Board may utilize personnel
from the Federal Government (with the con
sent of the head of the agency concerned)
or appoint personnel from private Ufe with
out regard to chapter 51, subchapters III
and VI of chapter 53, and chapter 75 of title
5, Unlted States Code, and those provisions
of such title relating to appointment in the
competitive service, to serve on advisory
committees and task forces to assist the
Board In carrying out its functions and re
sponsib1l1ties under this section.

"(e) Except as otherwise provided in sub
section (a), members of the Board and offi
cers or employees of other agencies of the
Federal Government ut111zed under this sec
tion shall receive no compensation for their
services as such but shall continue to receive
the compensation of their regular positions.
Appointees under subsection (d) from pri
vate Ufe shall receive compensation at rates
fixed by the Board, not .to exceed one two
hundred-sixtieth of the rate prescribed for
level V in the Federal Executive Salary
schedule for each day (including traveltl1me)
in which they, are engaged in the actual per
formance of their duties as prescribed by
the Board. Whlle serving away from their
homes or regUlar place of business, Board
members and other appointees serving on
an intermittent basis under this section shall
be allowed travel expenses in accordance
with section 5703 of title 5, United States
COde,

"(f) All departments and agencies of the
Government are authorized to cooperate with
the Board and to furnish information, ap
propriate personnel with or without reim
bursement, and such financial and other as
sistance as may be agreed to between the
Board and the department or agency con
cerned.

"(g) The Board shall from time to time
promulgate cost-accounting standards de
signed to achieve unlformlty and consistency
in the cost-accounting principles followed by
defense contractors and subcontractors under
Federal contracts. SUch promulgated stand
ards shall be used by all relevant Federal
agencies and by defense contractors and sub
contractors in estimating, accumulating, and
reporting costs in connection with the pric
ing, administration and settlement of all
negotiated prime contract and subcontract
national defense procurements with the
United States in excess of $100,000, other
than contracts or subcontracts where the
price negotiated is based on (1) estabUshed
catalog or market prices of commercial items
sold in substantial quantities to the general
publ1c, or (2) prices set by law or regulation.
In promulgating such standards the Board
shall take into account the probable costs
of implementation compared to the probable
benefits.

"(h) (1) The Board is authorized to make,
promulgate, amend, and rescind rules and
regulations for the implementation of cost
accounting standards promUlgated under
SUbsection (g). Such regulations shall re
quire defense contractors and subcontractors
as a condition of contracting to disclose in
writing their cost-accounting prinCiples, in
clUding methods of distinguishing direct
costs from indirect costs and the basis used
for allocating indirect costs, and to agree to
a contract price adjustment, with interest,
for any increased costs paid to the defense
contractor by the United States because of
the defense contractor's fallure to comply
with duly promulgated cost-RccOunting
standards or to follow consistently his dis
closed cost-accounting practices in pricing
contract proposals and In accumulating and
reporting contract performance cost data.
Such interest shall not exceed 7 per centum
per annum measured from the time such
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payments were made to the contractor or sub
contractor to the time such price adjust
ment is effected. If the parties fail to agree as
to whether the defense contractor or sub
contractor has complied with cost-account
ing standards, the rules and regulations re
lating thereto, and cost adjustments de
manded by the United States, such disagree
ment will constitute a dispute under the
contract dispute clause.

"(2) (A) The Board is authorized, as soon
as practicable after the date of enactment of
this section, to prescribe rules and regula
tions exempting from the requirements of
this section such classes or categories of de
fense contractors or subcontractors under
contracts negotiated In connection with
national defense procurements as it deter
mines. on the basis of the size of the con
tracts Invol"ed or otherwise, are appropriate
and consistent with the purposes sought to
be achieved by this section.

"(B) Rules and regulations prescribed un
der sUbparagraph (A) of this paragraph (3)
shall take effect upon the expiration of the
first period of sixty calendar days of con
tinuous session of the Congress following the
date on which a copy of the proposed rules
and regulations Is transmitted to the Con
gress; If, between the date of transmittal and
the expiration of such sixty-day period, there
is not passed by the two Houses a concurrent
resolution stating In substance that the Con
gress does not favor the propooed rules and
regUlations. For the purposes of this sub
paragraph, In the computation of the slxty
day period there shall be exclUded the days
on which either House Is not in session be
cause of adjournment of more than three
days to a day certain or an adjournment of
the Congress sine die.

"(I) (A) Prior to the promUlgation under
this section of rules, regulations, cost-ac
counting standards, and modifications
thereof, notice of the action proposed to be
taken, Including a description of the terms
and SUbstance thereof, shall be published
in the Federal Register. All parties affected
thereby shall be afforded a period of not less
than thirty days after such pUblication in
Which to submit their views and comments
With respect to the action proposed to be
taken. After full consideration of the views
and comments so submitted the Board may
promulgate rules, regulations, cost-account
ing standards, and modifications thereof
which shall have the full force and effect of
law and shall become effective not later than
the start of the second fiscal quarter begin
ning after the expiration of not less than
thirty days after publication in the Federal
Register.

"(B) The functions exercised under this
section shall be exclUded from the operation
of the Administrative Procedure Act.

"(C) The provisions of paragraph (A) of
this subsection sllaU not be applicable to
rules and regUlations prescribed by the Board
pursuant to subsection (h) (3).

"(j) For the purpose of determining
Whether a defense contractor or subcon
tractor has complied with dUly promUlgated
cost-accounting standards and has followed
consistently his disclosed cost-accounting
practices, any authorized representative of
the head of the agency concerned, of the
Board, or of the Comptroller General of the
United States shall have the right to examine
and make copies of any documents, papers,
or records of such contractor or subcon
tractor relating to compliance with such cost
accounting standards and principles.

"(k) The Board shall report to the Con
gress, not later than twenty-four months
after the date of enactment of this section
concerning its progress in promUlgating cost~
accounting standards under subsection (g)
and rUles and regUlations under subsection
(h). Thereafter, the Board shall make an an
nual report to the Congress with respect to

its actiVities and operations, together with
such reco=endatlons as It deems appro
priate.

"(I) There are authorized to be a.ppro
prlated such sums as may be necessary to
carry out the provisions of this section."

LOAN GUARANTEES

SEC. 4. Section 301 of the Defense Produc
tion Act of 1950 (50 U.S.C. App. 2091) is
amended by adding at the end thereof a
new subsection as follows:

"(c) The maximum obligation of any
guaranteeing agency to any contractor, sub
contractor, or any other recipient under this
section for any loan, discount, advance, or
co=itment in connection therewith, en
tered into under this section shall not ex
ceed $20,000,000 except with the approval
of the Congress: Provided further, That the
authority in this section shall net be used
primarily to prevent the financial Insol
vency or bankruptcy of any person unless
the President certifies that such Insolvency
or bankruptcy would have a direct and sub
stantially adverse effect upon defense pro
duction and that a copy of such certification
together with a detailed justification there
of is transmitted to the Congress and to the
Banking and Currency Committees thereof
at least ten days prior to the use of such
a.uthorlty."

Mr. MANSFIELD. Mr. President, I
move to reconsider the vote by which the
bill was passed.

Mr. SPARKMAN. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. MANSFIELD. Mr. President, the
Senate has eccomplished a great deal of
work today. First, we completed the
agriculture appropriations bill for 1971
and then commenced consideration of
the Defense Production Act. It was
through the fine efforts and skill of the
managers of this bill, the distingUished
Senators from Minnesota (Mr. MONDALE)
and Wisconsin (Mr. PROXMIRE) that we
were able to achieve completion today
of this measure as well. They both dem
onstrated again what has been so evident
to us in the Senate, that each masters
fully their subject before bringing a
measure to the fioor.

To the distinguished Senator from
Utah (Mr. BENNETT), the ranking mem
ber of the committee, the same tribute
applies. As always his cooperation is
greatly appreciated by the leadership.

. To all Members of the Senate espe
Cially those that took ,a more active
part----the able and distinguished Sena
tors from California (Mr. CRANSTON).
from Virginia (Mr. BYRD), and from New
Hampshire (Mr. COTToN)-the leader
ship is greatly indebted.

Again, I must mention the Senate's
great legislator, the distinguished chair':'
man of the committee (Mr. SPARKMAN).
Under his personal guidance, this meas
ure reaches the fioor. Through his guid
ance his subcommittee chairman is able
to manage the measure to swift passage.
The record of achievement of the Sen
ate to date has been marked with hard
work and significant accomplishment.

TERMINATION OF CERTAIN JOINT
RESOLUTIONS AUTHORIZING THE
USE OF THE ARMED FORCES
Mr. MANSFIELD. Mr. President I ask

unanimous consent that the Senat~ pro-

ceed to the consideration of Calendar
No. 874, Senate Concurrent Resolution
64, by Mr. MATHIAS and others,· a con
current resolution to terminate certain
joint resolutions authorizing the use of
the Armed Forces of the United States
in certain areas outside of the United
States-to Wit, the Tonkin Gulf resolu
tion. I do this so that the concurrent
resolution will become the pending busi
ness.

Mr. SCOTI'. Mr. President, will the dis
tinguished majority leader yield?

Mr. MANSFIELD. Three nails already.
Yes.

Mr. SCOTT. I wonder if the distin
guished majority leader would yield for
me to suggest a proposal for a limitation
of time of 10 minutes, 5 minutes to a
side, on this resolution. We will agree to
it on our side.

Mr. MANSFIELD. I would be dellghted
if I could take it under advisement while
I discuss the matter with the chairman
of the Committee on Foreign Relations. I
would be more than happy, because I
think all has been said that should be
said, and the Senate should be prepared
to vote.

Mr. SCOTI'. I agree. There is no need
to vote on it, but I am willing to vote
every day, if the distinguished majority
leader will bring it up.

Mr. MANSFIELD. No; there is only one
on the calendar.

The PRESIDING OFFICER. The reso
lution will be stated.

The LEGISLATIVE CLERK. A concurrent
resolution (S. Con. Res. 64) to terminate
certain joint resolutions authorizing the
use of the Armed Forces of the United
States in certain areas outside of the
United States.

The PRESIDING OFFICER. Is there
objection to its present consideration?

There being no objection, the Senate
proceeded to consider the concurrent
resolution, which had been reported from
the Committee on Foreign Relations
with amendments, on page I, llne2, after
the word "That", to strike out "(a) un
der the authority of section 6 of the joint
resolution entitled 'Joint resolution to
promote peace and stability in the Mid
dle East,' approved March 9 1957 (71
Stat. 5; Public Law 85-7). as amended,
such joint resolution is terminated effec
tive upon the day that the second ses
sion of the Ninety-first Congress is
adjourned.

"(b) Under", on page 2, line 4, after
the amendment just above stated to
insert the word "under"; and in l1n:e 5,
after the word "resolution", to insert
"commonly known as the Gulf of Tonkin
Resolution and"; so as to make the
concurrent resolution read:

That under the authority of section 3 of
the joint resolution commonly known as the
Gulf of Tonkin Resolution and entitled
"Joint resoiutIon to promote the mainte
nance of International peace and security In
Southeast Asia", approved August 10, 1964
(78 Stat. 384; Public Law 88-4(8), such joint
resolution Is terminated effective upon the
day that the second session· of the Nlnety
first Congress is adjourned.

Mr. MANSFIELD. Mr. President there
will be no further discussion on th~ Gul!
of Tonkin resolution repeal tonight, I
hope.


