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S e a ' L a n d  S e r v i o e ,  X z x o .
100 WEST HARRISON STREET. SUITE 522 

SEATTLE, WASHINGTON 96119

March 30, 1984
H. L  SCHUYLERDirector Publlo AfUIre TELEPHONE:AJuki Division (206) 9*6-6349

Honorable Charlie Bussell 

Alaska State Legislature 
Pouch V (MS 3100)
Juneau, Alaska 99811

Dear Representative Bussell:

We, in the private sector of the Alaska Transportation System, 
are concerned over several points in the Alaska Railroad Opera­
tional Bill, H.B. 512 (work draft dated March 15, 1984).

There is no doubt that the State of Alaska will need the Alaska 
Railroad in the future in order to develop its natural resources, 
assist in the growth of the resource areas, and to move the 
resources to the closest deepwater port for export. Whether 
the U.S. Government or the State of Alaska operates the Railroad, 
it should be preserved; but it should have some oversight to 
ensure that the Railroad will be an asset to the State and 
not a liability.

Attached to this letter are some suggestions for changes or 

amendments which we definitely would like to see in the bill.
If the Alaska Railroad were to be allowed to buy ether modes 
of transportation, such as air, truck, and water, the private 
sector would not be able to compete with them in the marketplace. 
Reasons: a government entity is not required to servic p  their
capital as is the private sector (bank loans at market interest 
rates, etc.); no consideration for taxes (local, state, and 
federal); and it is not necessary to show a Return On Investment 
(R.O.I.). With the above advantages, the Alaska Railroad could 
price their services to a degree that would be detrimental 

for private carriers to stay in business and compete.

Hopefully, some consideration can be given to the above 
suggestions in H.B. 512.

Sincerely,

HLS:kt
Attachment



HOUSE BILL NO. 512
Suggested changes or amendments to House Bill No. 512 from copy of work draft 
dated 3/15/84.

1) Page 1, Line 14, insert the word rai1 between efficient and transportation.

2) Page 1, Line 19, insert the word rai1 between a and transportation.

3) Page 2, Line 28, insert the word rai1 between economical and transportation.

4) Page 6, Line 5, insert the word rai1 between common and carrier.

5) Page 6, Line 10, insert the word rai1 between economical and transportation 
on Line 11.

6) Page 6, Line 16, at the end of sentence add: rail transportation service.

7) Page 12, Line 10, Sec. 42.40.260. Annual Report. Since the Alaska 
Railroad will belong to the people of the State, shouldn't the Annual 
Report be made public?

3) There does not appear to be any limitation to the Alaska Railroad's
ability to purchase other modes of transportation. The Alaska Railroad 
shculd not be allowed to enter into the ownership of air, truck, or 
water transportation. On Page 15, Line 6, Paragraph 20, they are 
given the ability to contract with other modes of transportation service 
connecting to the Railroad's rail services. Why should the State 
invest in other modes of transportation which competes with the private 
sector who pays market rates for capital and pays local, state, and 
federal taxes?

9) There should be a Pricing Policy statement added to the Bill, such as:
When pricing their services in competition with existing private carriers 
or businesses, the State-owned Alaska Railroad must include a reasonable 
provision for capital (whether or not provided by State appropriation), 
taxes (even though exempted), and interest (equal to the private sector 
rate). Also, policy should state that pricing should be at a level 
to earn reasonable Return On Investment (R.O.I.).

3/26/84:ULS
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M E M O R A N D U M

TO: S e n a t e  T r a n s p o r t a t i o n  C o m m i t t e e

F R OM: G r o s s  & 5 - ^ c / ^ -

RE: O r g a n i z a t i o n  of P u b l i c  C o r p o r a t i o n  to
O p e r a t e  the A l a s k a  R a i l r o a d

A t  y o u r  r e q u e s t ,  w e  ha v e  r e v i e w e d  the d r a f t s  of SB 10

a n d  SB 352, w i t h  a v i e w  t o w a r d  d e t e r m i n i n g  the e x t e n t  to

w h i c h  t h o s e  b i l l s  c r e a t e  a v a lid l e g a l  s t r u c t u r e  to o p e r a t e

the A l a s k a  R a i l r o a d  a f t e r  its p r o p o s e d  p u r c h a s e .  Initially,

we  w e r e  a s k e d  w h e t h e r  the l e g i s l a t u r e  h a d  the p o w e r  to

r e q u i r e  th a t  g u b e r n a t o r i a l  a p p o i n t m e n t s  to the g o v e r n i n g

authority--^ of  the r a i l r o a d  be c o n f i r m e d  by the l e g i s lature.

B o t h  SB 352 a n d  SB 10 p r e s e n t l y  r e q u i r e  c o n f i r m a t i o n  of

e x e c u t i v e  a p p o i n t m e n t s .  A t  a sec o n d  c o m m i t t e e  h e a r i n g  we

w e r e  r e q u e s t e d  to a d v i s e  y o u  of the m i n i m u m  n u m b e r  of e x e c u t i v e

b r a n c h  c o n t r o l s  w h i c h  m u s t  be p l a c e d  o n  any e n t i t y  c r e a t e d

by law to o p e r a t e  the r a i l r o a d  to i n s u r e  th a t  the e n t i t y

w o u l d  be a p a r t  o f  the e x e c u t i v e  b r a n c h  and, t h e refore,

c o n s t i t u t i o n a l l y  sound. W e  shall a n s w e r  the q u e s t i o n s  in

the o r d e r  posed.

SB 10 a n d  SB 352 b o t h  provide t h a t  a p p o i n t m e n t s  m a d e  by

the G o v e r n o r  be c o n f i r m e d  by the l e g i s l a t u r e  in j oint session.

1/ SB 10 s p e a k s  o f  an "Authority" w h i l e  SB 352 c r e a t e s  a 
s i m i l a r  o r g a n i z a t i o n  b u t  d e s c r i b e s  it as the " R a i l r o a d  
C o r p o r a t i o n . "  P u r e l y  for the p u r p o s e s  of  s i m p l i c i t y ,  we 
w i l l  r e f e r  to the b a s i c  o r g a n i z a t i o n a l  s t r u c t u r e  at i ssue 
h e r e  as a n  " A u t h o r i t y . "



W e  a s s u m e  t h a t  if a s i m i l a r  s e c t i o n  r e m a i n s  i n  a b i l l ,  w h i c h

p a s s e s  t h e  l e g i s l a t u r e ,  t h e  G o v e r n o r  w i l l  p r o b a b l y  c h o o s e  co

s u b m i t  t h e  n a m e s  o f  h i s  a p p o i n t e e s  f o r  c o n f i r m a t i o n  j u s t  as

h e  s u b m i t s  h i s  a p p o i n t e e s  to a h o s t  o f  o t h e r  b o a r d s  a n d

c o m m i s s i o n s  i n  s t a t e  g o v e r n m e n t .  I t  is o u r  o p i n i o n ,  h o w e v e r ,

t h a t  s h o u l d  a n  o c c a s i o n  a r i s e  w h e n  t h e  G o v e r n o r  d e c i d e s  n o t

to s u b m i t  a naii;<> o r  n a m e s  for c o n f i r m a t i o n ,  t h e  l e g i s l a t u r e

w o u l d  h a v e  n o  l e g a l  r i g h t  to i n s i s t  h e  d o  so.

O u r  c o n c l u s i o n  is b a s e d  b o t h  o n  t h e  w o r d s  o f  the A l a s k a

C o n s t i t u t i o n  a n d  a d e c i s i o n  of the A l a s k a  S u p r e m e  C o u r t .

T h e  c o n s t i t u t i o n  p r o v i d e s  in Art. Ill, sec. 25 that:

T h e  h e a d  of e a c h  p r i n c i p a l  d e p a r t m e n t  s h a l l  be 
a s i n g l e  e x e c u t i v e  u n l e s s  o t h e r w i s e  p r o v i d e d  by 
law. He s h a l l  b e  a p p o i n t e d  b y  t h e  G o v e r n o r ,  

s u b j e c t  t o  c o n f i r m a t i o n  b y  a m a j o r i t y  o f  the 
m e m b e r s  o f  t h e  l e g i s l a t u r e  in j o i n t  s e s s i o n  . . .

Sec. 26 o f  t h e  s a m e  a r t i c l e  s t a t e s  t h a t :

W h e n  a b o a r d  o r  c o m m i s s i o n  is a t  t h e  h e a d  
o f  a p r i n c i p a l  d e p a r t m e n t  or a r e g u l a t o r y  or 
q u a s i - j u d i c i a l  a g e n c y ,  its m e m b e r s  s h a l l  be 
a p p o i n t e d  b y  the G o v e r n o r  s u b j e c t  to c o n ­
f i r m a t i o n  b y  a m a j o r i t y  of the m e m b e r s  o f  
t h e  l e g i s l a t u r e  in j o i n t  s e s s i o n  . . .

T h e  w o r d i n g  o f  the c o n s t i t u t i o n  is c l e a r  o n  i t s  face. T h e

l e g i s l a t u r e  m a y  c o n f i r m  t h e  h e a d s  o f  a l l  d e p a r t m e n t s ,  w h e t h e r

t h e y  a r e  s i n g l e  e x e c u t i v e  o f f i c e r s  o r  a b o a r d .  T h e  l e g i s l a t u r e

m a y  a l s o  c o n f i r m  b o a r d s  o r  c o m m i s s i o n s  w h i c h  a r e  " r e g u l a t o r y

or q u a s i - j u d i c i a l "  agenc i e s .  A r e g u l a t o r y  a u t h o r i t y

is, as it implies, one w h o s e  basic f u n c t i o n  is to r e g u l a t e  a

p a r t i c u l a r  p u b l i c  a c t i v i t y .  T h e  F i s h  a n d  G a m e  B o a r d  is a

c l a s s i c  e x a m p l e  of s u c h  a r e g u l a t o r y  board. A  q u a s i - j u d i c i a l
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a g e n c y  is o n e  in w h i c h  i n d i v i d u a l  r i g h t s  are a d j u d i c a t e d .

A n  e x a m p l e  o f  s u c h  a b o a r d  w o u l d  be the P u b l i c  U t i l i t i e s  

C o m m i s s i o n ,  w h e r e  c o n t e s t e d  p r o c e e d i n g s  d e t e r m i n e  rates.

T h e  R a i l r o a d  A u t h o r i t y  as e s t a b l i s h e d  in SB 352 o r

SB 10 fits u n d e r  no n e  of these d e f i n i t i o n s .  It is no at

2/
the h e a d  of a d e p a r t m e n t —  nor is it a q u a s i - j u d i c i a l  or 

r e g u l a t o r y  agency. U n d e r  the c o n s t i t u t i o n ,  then, the l e g i s l a t u r e  

has no p o w e r  to c o n f i r m  e x e c u t i v e  a p p o i n t m e n t s  to the A u t h o r i t y ,  

u n l e s s  the l e g i s l a t u r e  can add to the p o w e r s  of c o n f i r m a t i o n  

w h i c h  a r e  g r a n t e d  in the c o n s t i t u t i o n .

T h e  l e g i s l a t u r e  a t t e m p t e d  to do j u s t  th a t  in 1975 w h e n  

it p a s s e d  a s t a t u t e  a u t h o r i z i n g  c o n f i r m a t i o n  at a w h o l e  list 

of l e s s e r  e x e c u t i v e  b r a n c h  o f f i c i a l s ,  i n c l u d i n g  d e p u t y  

c o m m i s s i o n e r s  a n d  c e r t a i n  d i v i s i o n  d i r e c t o r s .  The A l a s k a  

S u p r e m e  C o u r t  h e l d  that the s t a t u t e  g r a n t i n g  the l e g i s l a t u r e  

the a d d i t i o n a l  c o n f i r m a t i o n  p o w e r  w a s  u n c o n s t i t u t i o n a l .

B r a d n e r  v. H a m m o n d , 553 P . 2d 1 (Ak. 1976) In the S u p r e m e  

C o u r t ' s  view, the p o w e r  to a p p o i n t  to p o s i t i o n s  in the 

e x e c u t i v e  b r a n c h  is a p o w e r  r e s e r v e d  to the G o v e r n o r  u n d e r  

the d o c t r i n e  o f  s e p a r a t i o n  of power, e x c e p t  as the c o n s t i t u t i o n  

p e r m i t s  the l e g i s l a t u r e  to p a r t i c i p a t e  in the p r o c e s s  through 

c o n f i r m a t i o n .  If the c o n s t i t u t i o n  d o e s  not s p e c i f i c a l l y

2/ W e  r e c o g n i z e  that SB 352 provides, "The c o r p o r a t i o n  shall 
be c o n s i d e r e d  a p r i n c i p a l  d e p a r t m e n t  o n l y  for the p u r p o s e s  
of Art. Ill, sec. 26, C o n s t i t u t i o n  o f  the S t a t e  of A l a s k a . "  
( emphasis added) In o u r  view, however, the c o u r t s  w o u l d  
a l m o s t  c e r t a i n l y  v i e w  this p u r e l y  n o m i n a l  d e s i g n a t i o n  as 
o n e  p u r e l y  of form, s i n c e  the bill d o e s  not a c t u a l l y  e s­
t a b l i s h  a n e w  d e p a r t m e n t  w i t h  the k i n d s  of g u b e r n a t o r i a l  
c o n t r o l s  n o r m a l l y  a s s o c i a t e d  w i t h  a p r i n c i p a l  d e p a r t m e n t  
of s t a t e  g o v e r n m e n t .  This issue of g u b e r n a t o r i a l  c o n t r o l s  
is a d d r e s s e d  in d e t a i l  later in this m e m o r a n d u m .3



a u t h o r i z e  c o n f i r m a t i o n ,  there is no l egal p ower to do so and 

the G o v e r n o r ' s  p o w e r  of a p p o i n t m e n t  c a n  n o t  be s u b j e c t e d  to 

c o n f i r m a t i o n  b y  the l e g i s lature. P u t  a n o t h e r  way, the 

B r a d n e r  c a s e  h o l d s  that the c o n s t i t u t i o n  s t a t e s  the o u t e r  

l i m i t s  of l e g i s l a t i v e  p o w e r s  of  c o n f i r m a t i o n ;  the l e g i s l a t u r e  

m a y  n o t  e x p a n d  t h a t  p o w e r  by statute. W h i l e  n e i t h e r  SB 10 

or  SB 352, as p r e s e n t l y  struct u r e d ,  w o u l d  w i t h s t a n d  c o n s t i r u t i o n a  

c h a l l e n g e  o n  the i ssue of c o n f i r m a t i o n ,  t h e r e  are o p t i o n s  

a v a i l a b l e  to the l e g i s l a t u r e  w h i c h  w o u l d  p r o v i d e  a v a l i d  

legal b a s i s  for the c o n f i r m a t i o n  of a p p o i n t m e n t s .  We wi l l  

set these o p t i o n s  out b r i e f l y  for y o u r  c o n s i d e r a t i o n ,  

yrir- The f i r s t  a n d  m o s t  o b v i o u s  m a n n e r  for the l e g i s l a t u r e

to o b t a i n  c o n f i r m a t i o n  p o w e r  is to pass a j o i n t  r e s o l u t i o n  

p l a c i n g  b e f o r e  the v o t e r s  a c o n s t i t u t i o n a l  a m e n d m e n t  that 

w o u l d  s p e c i f i c a l l y  a u t h o r i z e  the l e g i s l a t u r e  to c o n f i r m  

a p p o i n t m e n t s  to the R a i l r o a d  A u t h o r i t y .  T h i s  a m e n d m e n t  

c o u l d  be p l a c e d  b e f o r e  the v o t e r s  d u r i n g  this y e a r ' s  election.

If the a m e n d m e n t  passed, the f irst a p p o i n t e e s  of t h e  G o v e r n o r  

to the a u t h o r i t y  or c o m m i s s i o n  w o u l d  be c o n s t i t u t i o n a l l y  

s u b j e c t  to c o n f i r m a t i o n ;  if it d i d  not pass, the s i t u a t i o n  

w o u l d  r e m a i n  as it is today —  c o n f i r m a t i o n  if and w h e n  the 

G o v e r n o r  c h o o s e s  to su b m i t  the names. We s h o u l d  n o t e  that 

f o l l o w i n g  the Bra^ne^ ca s e  a c o n s t i t u t i o n a l  a m e n d m e n t  g r a n t i n g  

b r o a d  a d d i t i o n a l  c o n f i r m a t i o n  p o w e r s  to the l e g i s l a t u r e  was 

put b e f o r e  the v o t e r s  and failed, bur w h e t h e r  that w o u l d  be 

the fate of a m o r e  n a r r o w l y  drav/n p r o v i s i o n  w o u l d  be d i f f i c u l t  

to predict.

 ,------------------------------------------------------------------------------
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The s e c o n d  o p t i o n  to in s u r e  c o n f i r m a t i o n  w o u l d  be to cr e a t e  

an e n t i r e l y  n e w  d e p a r t m e n t  o f  s t ate g o v e r n m e n t ,  w h i c h  w o u l d  be 

h e a d e d  by the R a i l r o a d  A u t h o r i t y .  T h e  sole p u r p o s e  that new 

d e p a r t m e n t  w o u l d  be to the railroad. In su c h  an instance, the 

A u t h o r i t y  w o u l d  be at the h e a d  of a d e p a r t m e n t  and u n d e r  Art. Ill, 

sec. 26 o f  the A l a s k a  C o n s t i t u t i o n ,  the m e m b e r s  of the Authority, 

w o u l d  be s u b j e c t  to c o n f i r m a t i o n .  T h e r e  are, however, c e r t a i n  

s e r i o u s  p r o b l e m s  w h i c h  m i g h t  r e s u l t  fr o m  this approach. One 

o f  the b a s i c  p u r p o s e s  of the p r e s e n t  b i l l s  c r e a t i n g  an i n­

d e p e n d e n t  p u b l i c  c o r p o r a t i o n  or a u t h o r i t y  (located n o m i n a l l y  

w i t h i n  a d e p a r t m e n t )  is to p e r m i t  the Rai; ro a d  A u t h o r i t y  to 

r a i s e  m o n e y  for o p e r a t i o n s  w i t h o u t  i n v o l v i n g  the g e n e r a l  c r e d i t  

of  the state. If, however, the a u t h o r i t y  w h i c h  m a n a g e s  the 

r a i l r o a d  is a full d e p a r t m e n t  of s t ate g o v e r n m e n t  there is some 

real q u e s t i o n  a b o u t  its a b i l i t y  to s u c c e s s f u l l y  p e r f o r m  this 

f u n d r a i s i n g  a c t i v i t y  w i t h o u t  the i n v o l v e m e n t  of state credit.

Art. IX, sec. 3 of the. c o n s t i t u t i o n  p r o v i d e s  that no state 

d e b t  m a y  be i n c u r r e d  un l e s s  (1) it is a u t h o r i z e d  by law; (2) 

is for c a p i t a l  improv e m e n t s ;  and (3) is r a t i f i e d  by the voters. 

Sec. XI o f  the same a r t i c l e  p r o v i d e s  th a t  the r e s t r i c t i o n s  of 

sec. 3 do not a p p l y  to d e b t s  i n c u r r e d  t h r o u g h  r e v enue bonds 

i s s u e d  by p u b l i c  c o r p o r a t i o n s  or p u b l i c  e n t e r p r i s e s  of the 

s t ate w h e n  the o n l y  s e c u r i t y  is the r e v e n u e  of the e n t e r p r i s e  

o r  the c o r p o r a t i o n .  W h e t h e r  or not an e n t i r e  d e p a r t m e n t  of 

s t a t e  g o v e r n m e n t  can be m a d e  a " p u blic c o r p o r a t i o n "  or w h e t h e r



o r  not the e n t i r e  a c t i v i t y  of a d e p a r t m e n t  of state g o v e r n m e n t  

w o u l d  q u a l i f y  as a "public e n t e r p r i s e "  are q u e s t i o n s  that 

have n e v e r  b e e n  d e c i d e d  in this s t a t e  by any court. W h i l e  

the c o m m i t t e e  can c e r t a i n l y  r e c e i v e  a d v i c e  fr o m  legal c o u n s e l  as 

to the p o s s i b l e  or p r o b a b l e  o u t c o m e  of l i t i g a t i o n  o n  these 

s ubjects, it w o u l d  at b e s t  be an e d u c a t e d  guess. The r e s u l t  

m i g h t  w e l l  be that in o r d e r  to o b t a i n  c o n f i r m a t i o n  p o w e r s  the 

c o m m i t t e e  w o u l d  c r e a t e  a d e p a r t m e n t  which, in the end, m i g h t  

be s u b j e c t  to the same b o n d i n g  r e s t r i c t i o n s  a p p l i c a b l e  to all o t h e r  

d e p a r t m e n t s  o f  s t a t e  g o v e r n m e n t .  I g a t h e r  there is no 

d i s a g r e e m e n t  w i t h i n  the c o m m i t t e e  that such a r e s u l t  w o u l d  

be h i g h l y  u n d e s i r a b l e .  We c a n n o t  r e c o m m e n d  this m e t h o d  of 

i n s u r i n g  c o n f i r m a t i o n  p o w e r s  b e c a u s e  the risks are si m p l y  to 

g r e a t  —  the l e g i s l a t u r e  w o u l d  be in t o t a l l y  u n c h a r t e r e d  w a t e r s  

and the m a g n i t u d e  o f  the q u e s t i o n s  i n v o l v e d  is si m p l y  to g r e a t  to 

a c c e p t  that d e g r e e  of risk.

Ha v i n g  d i s c u s s e d  the i ssue of c o n f i r m a t i o n ,  we now m o v e  

to the s e c o n d  i s sue p o s e d  by the c o m m i t t e e .  S p e c i f i c a l l y ,  

that q u e s t i o n  i n v o l v e s  the e x t e n t  to w h i c h  a pu b l i c  c o r p o r a­

tion m a y  be e s t a b l i s h e d  i n d e p e n d e n t l y  o f  the a u t h o r i t y  of 

e x e c u t i v e  b r a n c h  and yet be a part o f  that b r a n c h  of g o v e r n m e n t .  

Art. Ill, sec. 22 of o u r  c o n s t i t u t i o n  r e q u i r e s  that all a g e n c i e s  

of state g o v e r n m e n t  and their r e s p e c t i v e  f u n c tions shall be 

a l l o c a t e d  w i t h i n  no mo r e  than 20 p r i n c i p a l  depa r t m e n t s .



T h e  o n l y  e x c e p t i o n s  p r o v i d e d  are for " r e g ulatory, q u a s i­

judicial, a n d  t e m p o r a r y  a g e n c i e s . "  As we v i e w  the f u n c t i o n s  

of the o p e r a t i o n  o f  the R a i l r o a d  -- w h a t e v e r  f o r m  of e n t i t y  

is c h o s e n  —  t h ose f u n c t i o n s  are n o t  p r i m a r i l y  "reg u l a t o r y "  

o r  " q u a s i - j u d i c i a l ." Further, the r a i l r o a d  o p e r a t i o n  

w o u l d  n o t  n e c e s s a r i l y  be " t e m p o r a r y . 1' A l t h o u g h  c o n c e i v a b l y  

the r a i l r o a d  c o u l d  be sold or leased at some p o i n t  in the 

f u t u r e  to a p r i v a t e  c o r p o ration, the e x i s t e n c e  of the o p e r a t i n g  

e n t i t y  c o u l d  w e l l  be permanent.

W e  t hink it is c l e a r  that che A l a s k a  S u p r e m e  C o u r t  

w o u l d  v i e w  the R a i l r o a d  A u t h o r i t y  as p e r f o r m i n g  o p e r a t i o n a l  

or e x e c u t i v e  f u n c t i o n s  and would, therefore, r e q u i r e  that 

the A u t h o r i t y  be e i t h e r  a s e p a r a t e  p r i n c i p a l  d e p a r t m e n t  or 

l o c a t e d  w i t h i n  o n e  of the a l r e a d y  e s t a b l i s h e d  p r i n c i p a l  

d e p a r t m e n t s .  We have a l r e a d y  r e v i e w e d  the p r o b l e m s  that 

w o u l d  be c r e a t e d  if the R a i l r o a d  A u t h o r i t y  w o u l a  be m a d e  the 

h e a d  of an e n t i r e l y  s e p a r a t e  p r i n c i p a l  d e p a r t m e n t .  T h e refore, 

we  are left w i t h  the c o n c l u s i o n  that the o n l y  o t h e r  c o n s t i t u t i o n a l l y  

s o u n d  o p t i o n  is to place the g o v e r n i n g  b o a r d  or  a u t h o r i t y  

w i t h i n  an e x i s t i n g  d e p a r t m e n t  of state g o v e r n m e n t .

S i m p l y  stated, then, the legal issue you have a s k e d  

r e d u c e s  i t s e l f  to this. On the one hand, the l e g i s l a t u r e  

s eeks to c r e a t e  a n  " i n d ependent" a u t h o r i t y  —  one w h i c h  has 

f i n a n c i a l  a n d  p o l i t i c a l  a u t o n o m y  and is not s u b j e c t  to 

d i r e c t  g u b e r n a t o r i a l  control. On the o t h e r  hand, the c o n s t i t u t i o n
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r e q u i r e s  that all e x e c u t i v e  or  m a n a g e r i a l  f u n c t i o n s  be a 

p a r t  of the e x e c u t i v e  branch, which, in turn, is u n d e r  the 

s u p e r v i s i o n  a n d  c o n t r o l  o f  the G o v e r n o r .  W h a t  th e n  are the 

l i m i t s  —  h o w  m u c h  g u b e r n a t o r i a l  c o n t r o l  is r e q u i r e d  to m a k e  

the " i n d e p e n d e n t "  a u t h o r i t y  a c o n s t i t u t i o n a l l y  v a l i d  part of 

s t a t e  govern m e n t '

T h e  c a s e s  chat the A l a s k a  S u p r e m e  C o u r t  has r e v i e w e d  

c o n c e r n i n g  the r e q u i r e m e n t s  of Art. Ill, sec. 22 m a k e  it 

c l e a r  t h a t  m o r e  than m e r e  n o m i n a l  p l a c e m e n t  of an i n d e p e n d e n t  

c o r p o r a t e  e n t i t y  w i t h i n  a d e p a r t m e n t  in the e x e c u t i v e  br a n c h  

is r e q u i r e d .  F o r  example, in De A r m o n d  v. A l a s k a  State 

D e v e l o p m e n t  C o r p o r a t i o n , 376 P . 2d 717 (Alaska 1962), it was 

c l a i m e d  t h a t  the l e g i s l a t i o n  c r e a t i n g  the A l a s k a  State 

D e v e l o p m e n t  C o r p o r a t i o n  w a s  u n c o n s t i t u t i o n a l  b e c a u s e  it 

s o u g h t  to c r e a t e  an i n d e p e n d e n t  a g e n c y  that was n o m i n a l l y  

w i t h i n  the D e p a r t m e n t  of Comme r c e ,  but w h i c h  the c h a l l e n g e r s  

c l a i m e d  was not in a c t u a l i t y  w i t h i n  t h a t  d e p a r t m e n t .  The 

A l a s k a  S u p r e m e  C o u r t  r e j e c t e d  this c o n t e n t i o n  and up h e l d  the 

c o n s t i t u t i o n a l i t y  of the D e v e l o p m e n t  C o r p o r a t i o n .  In doing 

so, the c o u r t  e n u m e r a t e d  a n u m b e r  of f e a t u r e s  c o n t a i n e d  in 

the e n a b l i n g  l e g i s l a t i o n  for the c o r p o r a t i o n ,  w h i c h  d e m o n s t r a t e d  

s u f f i c i e n t  ties w i t h  the D e p a r t m e n t  of C o m m e r c e  to justify 

the c o n c l u s i o n  that the c o r p o r a t i o n  was (at l east for c o n­

s t i t u t i o n a l  purposes) t r uly w i t h i n  the D e p a r t m e n t  of Commerce.

T he f a c tors that the c o u r t  c i t e d  w e r e  as follows:
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(1) the C o m m i s s i o n e r  o f  C o m m e r c e  h a d  a p e r m a n e n t  seat

o n  the b o a r d  o f  d i r e c t o r s  a n d  thus had " c o n s i d e r a b l e  i n f l u e n c e "  

o n  the board;

(2) the o t h e r  six m e m b e r s  of the b o a r d  we r e  a p p o i n t e d  

by  the G o v e r n o r ,  and s e r v e d  at his p l e a sure;

(3) the b o a r d  was r e q u i r e d  to s u b m i t  c o m p r e h e n s i v e  

a n n u a l  r e p o r t s  to the G o v e r n o r  a n d  legislature;

(4) the f i n a n c i a l  r e c o r d s  w e r e  to be a u d i t e d  a n n u a l l y  

by the l e g i s l a t i v e  auditor; and

(5) the s t a t e ' s  b a n k  e x a m i n e r  was r e q u i r e d  to e x a m i n e  

the c o r p o r a t i o n ' s  r e c o r d s  ea c h  year.

A d d i t i o n a l l y ,  a l t h o u g h  the c o u r t  d i d  n o t  m a k e  c l ear 

w h a t  s i g n i f i c a n c e  this fact had, it n o t e d  that the c o r p o r a t i o n  

wa s  " t e m p o r a r y "  and c o u l d  be d i s s o l v e d  by a m a j o r i t y  vote of 

the b o a r d  s u b j e c t  to l e g i s l a t i v e  approval.

Fo u r  y e a r s  later, the c o u r t  r e v i e w e d  a s i m i l a r  c h a l l e n g e  

to the c o n s t i t u t i o n a l i t y  of the A l a s k a  S tate M o r t g a g e  A s s o c i a t i o n

i.e. that it w a s  o n l y  a n o m i n a l  r a t h e r  than a l e g i t i m a c e  

pa r t  of  the d e p a r t m e n t  of s t a t e  g o v e r n m e n t  in w h i c h  it had 

b e e n  placed. W a l k e r  v. A l a s k a  S t a t e  M o r t g a g e  A s s o c i a t i o n ,

416 P . 2d 245 (Alaska 1966). The court, however, n o ted that 

the m o r t g a g e  a s s o c i a t i o n  l e g i s l a t i o n  c o n t a i n e d  m o s t  of the 

same f e a t u r e s  w h i c h  it h a d  c i t e d  in De A r m o n d  to s u p p o r t  its 

c o n c l u s i o n  that the d e v e l o p m e n t  c o r p o r a t i o n  was p r o p e r l y  

e s t a b l i s h e d  w i t h i n  a d e p a r t m e n t  of s t ate g o v e r n m e n t .  Like
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the d e v e l o p m e n t  c o r p o r a t i o n  in De A r m o n d , the m o r t g a g e  

a s s o c i a t i o n  m e m b e r s  w e r e  a p p o i n t e d  by the G o v e r n o r  and 

s e r v e d  a t  his pleasure. The c o m m i s s i o n e r  of  C o m m e r c e  had a 

p e r m a n e n t  s e a t  on  the b o a r d  of the a s s o c i a t i o n .  A d d i t i o n a l l y ,  

the c o u r t  n o t e d  th a t  as f u r t h e r  e v i d e n c e  of g u b e r n a t o r i a l  

c o n t r o l ,  t h e  m o r t g a g e  a s s o c i a t i o n  w a s  r e q u i r e d  to sub m i t  

d e t a i l e d  a n n u a l  r e p o r t s  to the G o v e r n o r  and l e g i s lature, the 

f i n a n c i a l  r e c o r d s  w e r e  s u b j e c t  to an  a n n u a l  l e g i s l a t i v e  

audit, a n d  c e r t i f i e d  co p i e s  of  the m i n u t e s  of e v e r y  m e e t i n g  

of the a s s o c i a t i o n  w e r e  r e q u i r e d  to be s e n t  to the Governor.

N e i t h e r  o f  these d e c i s i o n s ,  u n f o r t u n a t e l y ,  p r o v i d e  any 

g u i d a n c e  o n  the q u e s t i o n  of the m i n i m u m  n u m b e r  of factors 

t h a t  w i l l  be r e q u i r e d  in o r d e r  to m e e t  the c o n s t i t u t i o n a l  

r e q u i r e m e n t s  of e x e c u t i v e  s u p e r v i s i o n  o r  c ontrol. In bo t h  

cases, h o w e v e r ,  the c o u r t  s e e m e d  to e m p h a s i z e  two factors 

o v e r  a n d  a b o v e  all the others. T h e  f i r s t  w a s  that b o ard 

m e m b e r s  s e r v e d  at the p l e a s u r e  of the G o v e r n o r .  The se c o n d  

w a s  t h a t  the C o m m i s s i o n e r  of the d e p a r t m e n t  w i t h i n  w h i c h  

t h ese i n d e p e n d e n t  e n t i t i e s  w e r e  l o c a t e d  s e r v e d  on the b o a r d  

and was a full v o t i n g  member. T h e s e  two fea t u r e s  were 

e m p h a s i z e d  by the c o u r t  to d e m o n s t r a t e  that the G o v e r n o r  

e x e r c i s e d  at  l e ast p a r t i a l  c o n t r o l  o v e r  the a c t i v i t i e s  of 

the board. T h e  court, for instance, n o t e d  that w h i l e  the 

c o m m i s s i o n e r  w a s  o n l y  a si n g l e  m e m b e r  o f  a m u l t i - m e m b e r  

b o a r d  his p o s i t i o n  as a c a b i n e t  m e m b e r  w o u l d  gi v e  him
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s u b s t a n t i a l  i n f luence. The c o u r t  f u r t h e r  e m p h a s i z e d  that

the G o v e r n o r  was in a p o s i t i o n  to .exercise i n f l u e n c e  on  an

o t h e r w i s e  i n d e p e n d e n t  b o a r d  t h r o u g h  the fact if t h ere w e r e  a

real d i s a g r e e m e n t  in policy, he c o u l d  e x e r t  c o n t r o l  o v e r  the

b o a r d  m e m b e r s  t h r o u g h  his u l t i m a t e  p o w e r  to r e ove them. The

court, in W a l k e r , c i t e d  wi t h  a p p r o v a l  l a n g u a g e  f r o m  the

S u p e r i o r  C o u r t  d e c i s i o n  in the c a s e  to this effect:

If the G o v e r n o r  is d i s s a t i s f i e d  w i t h  the 
e x e c u t i v e  d i r e c t o r  in e i t h e r  his c a p a c i t y  
as a m e m b e r  of the A l a s k a  S tate H o u s i n g  
A u t h o r i t y  o r  the A l a s k a  State M o r t g a g e  
A s s o c i a t i o n ,  he can a s s e r t  his a u t h o r i t y  
o v e r  the b o a r d  m e m b e r s  to e f f e c t  the 
d i r e c t o r ' s  removal, a n d  s h o u l d  they d i s­
re g a r d  his wishes, his a l t e r n a t i v e  is to 
a p p o i n t  m e m b e r s  to the b o a r d  w h o  w i l l  
a p p o i n t  an  e x e c u t i v e  d i r e c t o r  s a t i s f a c t o r y  
to the Gover n o r .

Wa l ker, at 250 n.19.

A t  the same time, the c o u r t  r e c o g n i z e d  that there may 

be i m p o r t a n t  and l e g i t i m a t e  reasons for the l e g i s l a t u r e  to 

i n s u l a t e  a b o a r d  or a u t h o r i t y  fr o m  d i r e c t  g u b e r n a t o r i a l  i n­

fl u e n c e  o v e r  p a r t i c u l a r  d e c isions. In the c o u r t s  words:

It is true that the C o m m i s s i o n e r  of C o m m e r c e  
ca n  not d i c t a t e  the d e c i s i o n s  of the Board.
No r  c a n  any o t h e r  state o f f i c i a l  . . . .
It is q u i t e  a p p a r e n t  that the l e g i s l a t u r e  
i n t e n d e d  the b o a r d  to be free from o u t s i d e  
c o n t r o l  in m a k i n g  d e c i s i o n s  o n  p a r t i c u l a r  l o a n s .

De A r m o n d , at 724 (emphasis a d d e d ) .

N o n e t h e l e s s ,  it is c l e a r  fr o m  the d e c i s i o n s  that there

are limits to the d e g r e e  of i n s u l a t i o n  that the c o u r t  will



t o l e r a t e  a n d  s till u p h o l d  the c o n s t i t u t i o n a l i t y  of the 

p l a c e m e n t  o f  the i n d e p e n d e n t  c o r p o r a t i o n  n o m i n a l l y  w i t h i n  a 

d e p a r t m e n t  of state g o v e r n m e n t .

A c c o r d i n g l y ,  it is o u r  v i e w  th a t  to i n s u r e  c o n s t i t u­

t i o n a l i t y  of this bi l l  the l e g i s l a t u r e  should, at an a b s o l u t e  

m i n i m u m :

1. c r e a t e  an i n d e p e n d e n t  a u t h o r i t y  w h i c h  is p a r t  of an 

e n u m e r a t e d  d e p a r t m e n t  of  s t a t e  g o v e r n m e n t ;

2. p r o v i d e  th a t  the board for the p u b l i c  c o r p o r a t i o n

o r  a u t h o r i t y  be c o m p r i s e d  of p e r s o n s  a p p o i n t e d  by the G o v e r n o r  

and w h o  s e r v e  at his p l e a s u r e ; — '' and

3. t h a t  the c o m m i s s i o n e r  of the d e p a r t m e n t  in w h i c h  

the a u t h o r i t y  is p l a c e d  s e rve as a v o t i n g  m e m b e r  of the 

b o a r d .

3/ T h e r e  is a secondary, but p e r h a p s  no less important, 
r e a s o n  w h y  the a p p o i n t e e s  to the g o v e r n i n g  bo d y  of the r a i l r o a d  
s h o u l d  s e r v e  at the G o v e r n o r ' s  pleasure. As a c o n s t i t u t i o n a l  
m a t t e r ,  there is a s e r ious q u e s t i o n  as to w h e t h e r  any a p­
po i n t e e  of the e x e c u t i v e  b r a n c h  w i t h  the e x c e p t i o n  of those 
w h o  serve in r e g u l a t o r y  or q u a s i - j u d i c i a l  p o s i t i o n s  can be 
s u b j e c t  to any o t h e r  r e s t r i c t i o n s  but that they serve at 
the G o v e r n o r ' s  pleasure. The U.S. S u p r e m e  C o u r t  has i n­
ter p r e t e d  that u n d e r  the federal c o n s t i t u t i o n ,  if an o f f i c e  
is " e x e c u t i v e "  in nature, l e g i s l a t i v e  e f f o r t s  to res t r i c t  
the p r e s i d e n t ' s  p o w e r  to remove an o f f i c i a l  are invalid.
M y e r s  v. U n i t e d  S t a t e s , 272 U.S. 178. T h a t  o p i n i o n  has be e n  
m o d i f i e d  s l i g h t l y  in H u m p h r i e s  E x e c u t o r  v. U n i t e d  S t a t e s ,
295 U.S. 602, as the c o u r t  held that a m e m b e r  of the Fede r a l  
T r a d e  C o m m i s s i o n  c o u l d  have his term set by C o n g r e s s  and be 
i n s u l a t e d  from removal by the president, but the c o u r t  was 
c l e a r  to l i m i t  its o p i n i o n  to q u a s i - l e g i s l a t i v e  or j u dicial 
a g e n cies, i.e. those that w e r e  a c t u a l l y  p a s s i n g  r e g u l a t i o n s  
o r  r e s o l v i n g  legal d i s p u t e s  as their p r i m e  function. The 
R a i l r o a d  A u t h o r i t y  w o u l d  fall in n e i t h e r  of these categories, 
but w o u l d  be w i t h i n  a t r a d i t i o n a l  e x e c u t i v e  a g e n c y  structure.

W e  raise this issue b e c a u s e  we can be r e a s o n a b l y  sure 
that the c o n t e n t  of this bill will be l i t i g a t e d  in the courts, 
if there is any r e a s o n a b l e  b asis to do so. The a p p o i n t­
ment: of c o m m i s s i o n e r s  to the R a i l r o a d  A u t h o r i t y  who serve 
at the G o v e r n o r ' s  p l e a s u r e  w o u l d  reduce the p o s s i b i l i t y  of 
legal a t t a c k  on yet a n o t h e r  basis.
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It w o u l d  be a d v i s a b l e ,  as w e l l ,  t o  i n c l u d e  a t  l e a s t  

s o m e  o f  t h e  k i n d s  of p r o v i s i o n s  (such as t h e  a n n u a l  r e p o r t s  

t o  t h e  G o v e r n o r  a n d  l e g i s l a t i v e  a u d i t s )  w h i c h  t h e  c o u r t  in 

De A r m o n d  c i t e d  as s i g n i f i c a n t ,  a l t h o u g h  v h e s e  m a y  n o t  be 

e s s e n t i a l .  B e y o n d  that, t h e  l e g i s l a t u r e  m a y ,  in o u r  v i ew, 

l i m i t  t h e  a p p l i c a t i o n  o f  a c t s  s u c h  as t h e  E x e c u t i v e  B u d g e t  

Ac t ,  A d m i n i s t r a t i v e  P r o c e d u r e s  A c t  a n d  o t h e r s  w h i c h  i m p a c t  

m o s t  e x e c u t i v e  b r a n c h  a g e n c i e s ,  b u t  a r e  not, i n  o u r  v i e w ,  

c r i t i c a l  to u p h o l d i n g  t h e  c o n s t i t u t i o n a l i t y  o f  t h i s  p u b l i c  

c o r p o r a t i o n  s t r u c t u r e .
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R ep. L a rry  M cD onald (D-Ga)

Mr. McDONALD of Georgia. Mr. Speaker, the 
average American is acutely aware that he is rapidly 
losing his liberty. Government takes 48 percent of his 
income in taxes, while inflation devalues the remaining 
52 percent. The marvelous, highly productive economy, 
of which he is a part, once free, is now grinding to a halt 
under the massive weight of Government controls. 
Decisions that were once his to make— the kind of food 
he eats, the kind of car he drives, how and where his 
children are educated— are now being made by Govern­
ment bureaucrats.

In short, he is losing control over his life and faces a

bLak and uncertain future. But what can he do about it? 
The Government has grown so huge and complex that he 
feels helpless in attempting to control it. Where would he 
begin. Going about it piecemeal— abolishing a welfare 
program here, a regulation there, and restonng a few 
freedoms along the way— would take forever.

There is, however, a much faster and simpler way of 
reducing the size and power of Government and restoring 
indivdual liberties: amend the Constitution to reinstate 
the constitutionally limitied Government envisioned by 
our Founding Fathers. The Constitution is a document 
designed to limit the p<nwer of Government and it is 
because Government has grown far outside the bounds of 
the Constitution that we are losing our liberty. An 
amendment that restored proper limits on Government 
power would automatically eliminate programs and 
policies that have infringed on the rights and freedoms of 
Americans.

Such an amendment already exists. It was introduced 
in the present Congress as House Joint Resolution 23 by 
John Rousselot of California, Sieve Symms of Idaho, and 
myself. Known as the: Liberty amendment, it has been 
introduced in previous Congresses and has been approv­
ed by the legislatures o f  seven States, including my own 
Stau of Georgia.

Since its introduction on January 14 of this year, I have 
had numerous requests for information on just what it 
would accomplish. Often these: requests are in the form of 
questions, the answers to which in turn generated further 
questions. In response, I have prepared the following 
series of questions and answers on the Liberty 
amendment.
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.. 1. “ 'W hat is the  L iberty  am endm ent?”

The Libert}' amendment is a proposed amendment to 
the U.S. Constitution which would put an end to the 
Government engaging in business enterprises that are not 
constitutionally authorized. Getting the Government out 
of these businesses, returning them to State jurisdiction 
and private taxpaying enterprise, would cut the cost of 
Government more than half, and thereby end the need fcr 
the Federal individual income tax, which would be re­
pealed.

The first section provides:

“The Government of the United States shall not 
engage in any business, professional, commercial, 
financial or industrial enterprise except as specified in the 
Constitution."

This clause will cut the cost of Government in half, 
making possible the repeal of the 16th— income tax—  
amendment, cut the national debt tremendously, get us 
back to a balanced budget and stop inflation.

2. “ J u s t w hat a re  som e of the businesses the 
G overnm ent is in?

Some of the larger are the Commodity Credit 
Corporation, a loan company; the Tennessee Valley 
Authority, a gigantic producer and distributor of electric 
power and fertilizer; and the Federal Crop Insurance 
Corporation, an intrusion into the Insurance field. Tne 
book, “Where the Money Went," by Willis Stone, lists 
over 500 others.

3. “ B ut how ab o u t all those people who will lose 
th e ir  jo b s  if the  L iberty  am endm ent is adop ted?”

Employees of Government businesses that are bought 
will be be ter off than before because under private 
ownership and management the business will prosper. 
This happened in the case of the General Aniline &. Film 
Co.— now the GAP— and' otb.rs already sold. 
Employees of Government businesses with no valid 
economic purpose, will probably have to look for other 
jobs, but if they want work they will have no problems. 
When people have money now taken by the income tax, 
their increased purchasing power will expand all kinds of 
business which will create a great need for more 
employees. There w'ill be more jobs than people to fill 
them.

4 . “ H ow  w ould  you get the  G overnm ent ou t o f 
these businesses? W ho would buy th em ?”

These business enterprir ;s would be bought by people 
who want to invest their money, just as other businesses 
are bought and sold. In 1965 the General Aniline &. Film 
Co., which the Government seized at the beginning of 
World War II, was sold as a stock corporation. The 
shares were offered on the open market, and in 1 day 11 
million shares of stock were bought for more than S3O0 
million.

A few years earlier the Inland Waterways Corp. was 
sold in a matter of days for S11 million, although its book 
value at the time was only slightly over S3 million.

Any businesses that have a valid economic reason for 
existing would be salable. Those which are economically 
unsound and guaranteed money losers would be liqui­
dated through the sales of their assets. The proceeds of 
these sales would reduce our national debt by approxi­
mately 25 percent.

5. “ H ow  can G o v ernm en t get along if  the incom e 
tax is repealed?  W h at will they do fo r m oney?”

The latest Federal budget shows that individual 
income taxes supply only 42 percent of the Federal 
revenue; the rest coines from other sources. There is 
ample documentation to prove that getting the Federal 
Government out of these unauthorized businesses would 
cut the cost of Government at least 50 percent, while 
revenue is reduced only 42 percent, would give a surplus 
of 8 percent.

6. “ Is the  only pu rp o se  of the L iberty  A m end­
m ent ju s t  to get the  G overnm en t o u t of business 
an d  to repeal the  incom e tax ?”

Partially. The Liberty Amendment will get the 
Government out of those businesses it operates without 
constitutional authority. As a consequence, Government 
costs will be reduced to such an extent that the Federal 
Government will not need the personal income tax. The 
main purpose of the Liberty Amendment, however, is to 
restore the Constitution to full force and effect. Then the 
Government will be confined to die business of govern­
ing— of protecting individual liberties— and no longer 
compete with its own citizens.... Repeal of the income 
tax will increase take home pay 20 percent without 
changing the rate of pay or the price of things.

r

3



7 . “ W hy am en d  th e  C o n s tl tu tC n ? Is n o tth e re a n  
eas ie r  a n d  q u ick er w ay ?“

In almost two centuries our Constitution has been 
amended a comparatively few times. The fust 10 
amendments— Bill of Rights— were added almost 
immediately after the Constitution was ratified— in 
December, 1791— and there have been only 16 added 
since then. This may seem too slow, but any amendment 
is unique in that is supersedes anything preceding it 
which is contrary to it. '

Only through an amendment, will we be able to correct 
the present distortion of our basic law. The Liberty 
Amendment will clarify the terms of our freedom, rectify 
the current conflict between Government and people, 
define our economic liberties and force the Government 
to abide by that definition.

8. “ W ha t freedom s have I lost?”

Year after year our freedoms have been shrinking, by 
restriction upon restriction, tax upon tax, edict upon 
edict. Here are a few of the many freedoms lost which 
were once considered your natural right as Americans.

You do not have sound money any more.

You are not free to plan your future as inflation makes 
you dollar buy less and less.

You can neither rent, sell, buy, nor exchange without 
political control.

Neither an employer nor an employee can establish a 
wage by mutual consent.

You can not operate a business without Government 
consent and restrictions, and without acting as tax 
collector.

A doctor can no longer keep his patient’s history con- 
fidential, or serve patients without Government inter­
vention.

You no longer can receive a full day’s pay for a full 
day’s work.

You no longer have any real privacy.

Bank accounts are open to scrutiny, personal affairs

are fed into com vrs, and the last vestiges of privacy 
are fading into memory. Your private life is no longer 
private.

9. “ I f  G overnm en t con tinues to grow bigger and 
bigger, w hat is going to be th e  outcome?”

The answer is simple. Growing at its present rate, there 
is but one ultimate answer— we shall soon have a 
totalitarian government. Whether we call it communism 
or by some other name, the despotism imposed will be as 
terrifying as any other in history.

10. “H aven ’t  th e re  alw ays been waste and 
co rru p tio n  in governm ent?”

Waste and corruption in government are nothing new. 
The bigger government grows, the greater are the 
opportunities for pork-barrel politics, and the takeover of 
economic power and resources.

It was this that caused the American Revolution, and 
our Founding Fathers tried to prevent its recurrence 
through our Constitution of strictly limited powers.

11. “ W as the p rogressive income tax invented by 
K a rl M arx?”

No, Karl Marx did not invent it. The progressive 
income tax is almost as old as recorded history, and is the 
historic way by which people have been subjugated. 
Every tyrant in history has used it successfully, in one 
way or another, so Karl Marx included it as one of his 10 
rules in the communist Manifesto. The men who drafted 
our Constiution carefully prohibited a progressive 
income tax, but this was nullified in 1913. Therefore, the 
income tax is part of the Constitution 2nd pan of our law
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and the only way to get rid of it is rnrough another 
amendment.

12. “ Is  no t the F edera l income tax  uncon­
s titu tio n a l? ”

The Federal income tax is completely constitutional as 
long as we have the 16th amendment. The statement that 
it is unconstitutional is wishful thinking. All of the 
hideous consequences of the 16th amendment will 
remain with us until it is repealed as the Liberty 
Amendment provides.

13. “ Is no t the  progressive incom e tax the fairest 
k in d  o f tax  because it is based on ability to pay?”

It may be made to sound fair, but it does not work that 
way. Actually, it a form of slavery, draining the life 
energy of a person, penalizing success, and destroying 
initiative.

If you are poor enough, you do not pay; and if you are 
rich enough, you do not pay either. If you are a 
responsible productive worker, you carry the load. Tax 
foundation figures prove you work until the middle of 
May each year just to pay taxes.

14. “ W hy elim inate the  personal income tax? 
W hy no t reduce taxes g rad u a lly ?”

This question is usually asked to divert attenuon from 
the Liberty amendment, designed to cut spending not 
authorized by the Consdtudon, which will remove the 
need for the income tax. Eliminating the Federal income 
tax is the only way to get tax relief for the people.

Political candidates may talk about cutting taxes, but 
historically this never happens. The application of the 
Liberty amendment can actually do it.

15. “ W h at will rep lace the  incom e tax ?”

Nothing need replace the income tax. Reduced spend­
ing imposed by the Liberty amendment will remove the 
need for income taxes. Recent Government budgets 
estimate that only 42 precent of revenue comes from 
individual income taxes. Excise taxes, duties and 
imposts and other miscellaneous revenues provide the. 
other 58 percent of revenues. The amendment will cut 
spending 50 percent, removing the need for income taxes 
and make tax cuts possible in other areas.

16. “ H ow  a re  y d u r going ab o u t getting th e  
L ib erty  am en d m en t p assed ?”

The fifth article of the Constitution prescribes two 
valid methods for amending the Constitution. An 
amendment may be proposed by two-thirds of both 
Houses of Congress concurring; or the legislatures of 
two-thirds of the several States— 34— may require 
Congress to call a Constitutional Convention to propose 
such amendments, which, in either case, become a part 
of the Constitution when three-quarters— 38 States—  
ratify a proposed amendment.

The Liberty Amendment resolution is being advanced 
in both ways. It is now pending in Congress as House 
Joint Resolution 23. It has also been approved by the 
Legislatures in seven of the sovereign States and is 
pending in several others.

17. “ W hy a re  you going to  S ta te  legislatures to 
am end  the  F ed e ra l C o n stitu tio n ?”

The fifth article of the Constitution provides this 
method of causing the amendments to be proposed. 
Then, too, the States must eventually ratify to make it a 
part of the Constitution. This country consists of a union 
of sovereign States which hold the only power to ratify 
amendments and State legislatures hold concurrent 
power under the Constipation to initiate such amend­
ments as they, the States and the people within them, 
require.

18. “ W ho’s beh ind  the L ib erty  A m endm ent?  
W here  does the  m oney com e fro m ?”

The folks behind the Liberty Amendment arc just 
ordinary people with an extraordinary desire to hold fast 
to the ideals on which this country was founded. The 
organization is nonpolitical, nonpartisan, nonbigoted, 
nonsectarian, and certainly nonprofitable. Its aim is to 
educate the public on the values of the Constitution and 
the means of restoring it before it is too lata. Neither big 
business nor big labor, per se, has subscribed to the 
Liberty Amendment. Its financial support depends upon 
contributions— some small, some larger—from folks in 
every State. With the exception of an understaffed 
headquarters office, everyone in an unpaid volunteer, 
including national chairman, directors. Stare chairmen, 
cnmmittemen and membeis.
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19. “ W hy allow  only 3 years  fo/" he G overnm ent 
to  sell all those buinesses? Won’t they need m ore 
tim e th a n ? ’-’

Three years is adequate and we have ample proof of it. 
Inland Waterways Corp. was sold in a matter of days. 
The General Aniline and Film Corp., nationalized in 
World War II, was sold on the open market in a single day 
for more than S300.000.000. The liquidation of the entire 
synthetic rubber industry was accomplished and fully 
paid for by private enterprise in less than 9 months. These 
and many other cases are discussed in the book, “ Where 
the Money W ent." by Willis Stone.

Properties and facilities affected that are not sold 
within the 3 years will revert to state jurisdiction.

20. “ I th in k  the L ib erty  A m endm ent is a good 
idea, b u t isn ’t it too la te?”

No. It is not too late. It is never too late to stop the 
process of political confiscation as long as the amend­
ment process can still be employed.

21. “ W hy do politicians m ake wild prom ises to 
give ‘som ething to everybody’ even when they 
know  they cannot according  to the C onstitu­
tio n ? ”

Men of high integrity in their personal lives often enter 
politics and adopt a new set of values in a game of 
bargaining for power. When they acquire a thirst for 
power, they resent being hampered by the Constitution, 
the Liberty Amendment, or anything else.

Legislators can be restrained, however, by the voter at 
the polls who will vote against every candidate who 
violates the Constitution. Know what the Constitution 
guarantees, and then require all candidates and office 
holders to support basic American principles.

22. “ Is not the C onstitu tion  too oldfashioned for 
to d a y ’s com plex society?”

Our Constitution, written almost 200 years ago, 
appears made for today's world which accents youth and 
change. The Constitution of the United States is a most 
revolutionary document, because it was based upon the 
radical idea that men should be left 'largely free to pursue 
their own affairs.

The men who dm^ed the Constitution foresaw that our 
life style would chL 0e, but human nature would not. /

They built into the Constitution safeguards to make it 
possible for people to control the avarice and bullying 
instincts of politicians when they taste po~er. As 
Thomas Jefferson said:

“ Let no more be heard of confidence in man, cut bind 
him down from mischief by the chains of the Constitu­
tion.”

23. “ D.oes the ‘general w elfare’ claus. Li the 
C o n stitu tion  m ean  th a t the G overnm ent is 
responsib le  fo r o u r w ell-being?”

Probably one of the most misused phrases is the 
“ general welfare clause.”  It is often taken out of context 
and distoned unmercifully. The term “ general welfare”  
appears only twice in the Constitution: once, in the 
Preamble as one of the general purposes of the Constitu­
tion, and again in article 1, section 8, as one of the 
reasons why the Constitution grants to Congress certain 
specified powers. The two words—general welfare—are 
just two descriptive words in a phrase, within a clause, 
within a single sentence which is 18 paragraphs in length. 
It is used by the unscrupulous as a peg on which to hang 
their pet schemes which violate the intent and pumosesof 
the Constitution.

24. “ Do you th in k  the  courts  th a t now ignore the  
C onstitu tion  will ab ide  by the  term s o f the  
L ib erty  .A m endm ent w hen it is added to  the  
C o n stitu tio n ?”

Of course they will. Once the people speak, and the 
Liberty Amendment is added to the Constitution, all 
courts and other Federal agencies will be compelled to 
bide by it.

As a classic precedent for this: more than a century ago 
slavery was lawful in certain States. The courts were 
ruling that it was lawful in other States, regardless of
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State laws and State constitutions. ThiC as the conflict 
which brought about the Civil War. The 13th amendment 
resolved the question by abolishing slavery and involun­
tary servitude. That amendment invalidated hundreds of 
court decisions and statutes, and the question was settled 
with apparent permanence. Similarly, the Liberty 
Amendment will restore the equities and justice of the 
Constitution as written and wipe out all court decisions, 
statutes, Executive Orders, or bureaucratic directives and 
regulations which are contrary to it.

25. “ I f  only C ongress has the pow er to w rite 
F ed era l law s, w here  d^es the P resident get his 
au th o rity  to issue Executive O rd ers , such as 
ceilings on re n ts , p rices, and  w ages?”

No, these agencies and a great many others on the list 
will not be abolished, because they do have important

constitutional function but those activities which are 
not constitutionally authorized will end.

Tnese agencies appear in the book because their 
activities have extended into areas not constitutionally 
authorized.

The Patent Office, for instance, has produced elec­
tronic equipment in competition with private enterprise. 
The Defense Department is operating raihoads, barge 
lines, hotels, restaurams, saloons, and they ever, man­
ufacture ladies underwear. The Central Intelligence 
Agency, according to the U.S. budget, is engaged also in 
roadbuilding, real estate, and property management.

27. “ W ho, o th e r th a n  the F ed e ra l G overnm ent, 
could possibly c a rry  o u t the  rea lly  big jo b s , such  
as flood con tro l, o r  d ro u g h t re lie f?”

Individuals, local districts, and States have the ability 
to handle all such problems themselves without depend­
ing upon Washington, D.C.

Actually, the Federal Government spends our tax 
money lavishly, while pretending to do for us what we 
can do better for ourselves. The big jobs they undertake 
almost invariably arc badly done and cost twice as much 
as they should. When a crisis arises the problems arc of a 
local nature, interest is high, and the people directly 
affected are far better able to know and work out their 
own problems than someone from the Federal Govern- 
ment.

Hoover Dam was built by private enterprise, whereas 
Tennessee Valley Authority was built by the Federal 
Government and so far it has cost the taxpayers billions of 
dollars. Our Constitution grants to the Federal 
Government no authority to take on responsibility for 
su ch things as disaster relief or flood control.

28. “ H ow  could local and  S ta te  governm ent get 
along w ithou t F e d e ra l aid to finance such th ings 
as care  o f the h an d icap p ed  an d  the needy?”

The only way the people within our States and local­
ities can ever handle these local problems is by stopping 
federal intrusion into our domestic affairs. The Federal 
Government's job is to govern and regulate and protect us 
from external dangers. It is failing in this, its assigned 
task, while assuming the power to invade sovereign

Executive Orders originally were issued by the Chief 
Executive to members of the executive branch relating to 
the conduct of their assigned duties. This has changed 
until now they have the power of law. The fact that it has 
been accepted as law by the administration does not make 
it any more legal.

An Executive Order which assumes a legislative 
power is improper as it has no constitutional authority. 
The President has no legitimate power to issue Executive 
Orders that legislate. Neither does any agency of 
Government have any power to issue "regulations” 
which legislate. Congress alone has the power to 
legislate, as provided for in article 1, section I of the 
Constitution and limited as article 6, paragraph 2 
provides.
26. “ T he book, ‘W h ere  the money W en t,’ says 
the P a ten t O ffice, the C en tra l Intelligence 
A gency, Defense D ep artm en t, and other 
agencies will be affected by the L iberty  A m end­
m en t. W ould these have to be so ld?”



States to meddle in the problem!,. people and their 
localities.

It is commonly believed that the Federal Government 
owes its citizens help in every form, but it has no such 
authority. When the Federal Government gives to one 
person, it must take from someone else. If you are a 
taxpayer, it is your maney that is being thus-misused. As 
a people, .Americans are the first to rush to the aid of those 
less fortunate. If we could take home a full pay check, we 
would provide our local facilities and private charities 
with the means for handling all problems of the 
handicapped and needy.

29. “ Will the Liberty Amendment force us to 
abandon such projects as space exploration and 
super-highways?”

Not necessarily. It will return to the people only those 
activities which the Federal Government has taken over 
without constitutional authority. A great highway system 
was buiit under local jurisdiction and paid for by local 
taxes or gasoline taxes at the pump. These expanded from 
country lanes to superhiguways, and only recently has 
the Federal Government invaded this field, expanding 
tne costs and producing not a single mile of road that 
could not have been done better within the local jurisdic­
tion at far less cost, 

r

The Federal Government has a valid interest in space 
from a military standpoint, but the assumption that only 
Government can carry through large projects is not 
correct. For example, Telstar was designed, built, and 
launched by American Telephone &. Telegraph Co.

30. “ Do you not believe that Federal aid to 
education is essential if every child is to have an 
equal opportunity?”

No one will dis{" i that every child should have a good 
education. The question is, whose responsibility is it?

"Education” per se is not mentioned in the Constitu­
tion, and consequendy, under the 10th amendment, this 
activity is reserved to the States. Federal aid to education 
produces Federal control c f education, and this has 
proved most detrimental.

31. “ How will the Liberty Amendment affect 
civil rights for minority groups?”

When the Constitution is restored, everyone, regard­
less of race, will enjoy equity and equality before the law. 
The Liberty Amendment ic a friend io all minority 
groups, for its purpose is to preserve and guarantee due 
civil rights to all people—equally. Some people have 
been encouraged by certain politicians to expect very 
unequal “ civil rights,”  through the enactment of special 
interest laws and special subsidies.

32. “ What effect will the Liberty Amendment 
have on veterans’ benefits?”

Almost every family numbers a veteran among its 
members. Adding the Liberty Amendment to the Con­
stitution would in no way nullify the obligation of Con­
gress to recruit and provide for an armed force and to care 
for that force and everyone in it. Service-connected 
disabilities would be an obligation, as always, and the 
powers and obligations to care for the Armed Forces 
would be in no way affected. The abuses developed in 
this field will, of course, stop.

33. “ How will the Liberty Amendment affect the 
Indians and their reservations?”

The Liberty Amendment will emancipate Indians, as 
the 13 th amendment emancipated the slaves in 1863.

The Bureau of Ii. Jian Affairs controls those lands, and 
the Indians cannot improve their environment or them­
selves.

Indians must be elevated to the staras of firvt-class 
citizens, rather than wards of the Government. Because 
the Liberty Amendment deals specifically with economic 
freedom for all people, the. Indians will be set free—free 
to administer their own lands, to improve, deveiop, buy 
and sell—just the same as every other person in this 
country.
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34. “ If the Federal urban ren( ll program 
should end, how could we possibly modernize 
our cities?”

The modernization of cities must rest with the people, 
at the local level of government, for that responsibility is 
not given to the Federal Government under the Constitu­
tion.

The Federal urban renewal program has used cur tax 
dollars to drive out property owners, often in the lower 
income group, and then rum them over to affluent and 
generally politically powerful persons for renewal 
devised by the bureaucrats.

I
Private citizens, unhampered by the horrendous 

burden of taxes, Government restrictions and regula­
tions, would pridefullv invest their money and effort to 
keep their cities up to date.

35. “ What will happen to farm subsidies? Can 
the American farmer survive without help from 
the Federal Government''”

The farm subsidy program is probably the most tragic 
example of what happens when government disregards 
die Constitution and intervenes in free enterprise.

Farm subsidies have raised the price of farm products 
and consequently increased the consumer's food bill. 
The bulk of the billions in subsidies go to the factory-type 
operations which have driven out the real fanners. And 
every farmer—big and small—has lose the freedom to 
plant the crops of his choice and sell the product of his toil 
at the best possible price in the free market.

John Scon of Gilby, N.C., states the case:

“ We who remain on the farms and ranches of this 
nation are fighting for survival. Wc simply cannot endure 
a continuation of the restrictions, regulations, and meddl­
ing that beset us these forty years. .  .We need an end to 
federal f'>rm programs.. .We ask for a free market of 
supply and demand.”

And we who pay the food bill, ask for the same.

36. “ W h at ab o u t the social security  system ?”  

Until recently there were few dissenting voices on the

< •
hut it is now being given much 

scrutiny, inc tacts now being revealed show scoal 
security is: First, not insurance because the so-caL'_d 
premiums we are forced to pay are really a tax on wages, 
paid into a general fund. The Congress appropriates those 
funds to many Government agencies. The tax on wages 
and funds appropriated to Social Security are not neces­
sarily similar. Second, the operation is not social, 
because it is compulsory. Third, it is not secure, as it is 
subject to any alte.nation at any time, and there is no 
contract. Neither is funding as required of insurance 
companies, and is therefore, hopelessly in debt with 
contingent liabilities of almost half a trillion dollars.

Unfortunately, Social Security is so many different 
thir gs that its ultimate fate must be left to the Supreme 
Court for decision. If the Supreme Court decides it is not 
constitutional, benefits will stop instantly, which would 
be a tragic situation for many elder citizens.

The Liberty Amendment, on the other hand, provides 
3 years in which to transfer the operation from unfunded 
political mismanagement to funded, ecomonically 
sound, private management, controlled by law so thnt 
present and future beneficiaries will go right on receiving 
their checks.

37. “ What about medicare? Will this be elimin­
ated?”

The "medicare” program is similar to that of the 
Social Security system as a whe’e. With or without the 
Liberty Amendment the Supreme Court will some day 
have to settle the question. With the Liberty Amendment 
in force, the basic structure can be returned to private 
enterprise which has adequate medical and hospital plans 
working advantageously. The present system is unfund­
ed and deeply in debt because of its contingent liabilities.

Actually, all our people will be in much better position 
with private insurers under a firm contract supervised by 
law.

38. “ Is not the Federal Government responsibile 
for seeing our air and w ater is not polluted?”

Polluted water and smog-filled air is of deepest 
concern to the people of the community. Only they can 
solve the problem. Absentee bureaucrats in Washington,
D.C. can not. As an example, Pittsburgh was once our 
dirtiest city and politicians kept it that way. A Smoke

9



Committee was organised by privf" manufacturers and 
industrialists and whipped the problem, with the result 
that today it is a clean city. The same can be dune 
elsewhere.

39. “ Our entire transportation system is in 
terrible shape, particularly railroads and local 
rapid transit. If the Federal Government'does 
not take over, who will?”

Once upon a time we had the most efficient transport­
ation system the world ever knew, all built and operated 
by private enterprise. Over an interval of a great many 
years, our local and national systems have been destroy­
ed by the strategy of freezing revenue while increasing 
costs and taxes to the point of bankruptcy.

The only solution is to confine the Government to 
constitutional limits and permit the people themselves to 
build the network of transportation needed by today’s 
mobile millions.

40. “ If the Liberty Amendment gets the 
Government out of business, what will prevent 
large companies and wealthy individuals from 
creating monopolies?”

Competition in a free market prevents monopolies, 
because the rewards for production, invention, develop­
ment, and service are profits. Profits are dependent upon 
giving the customer what he needs or wants to survive. If 
one fails to serve the customer, he is out of business and 
his competion takes over.

The exception to this is when political pressure is
applies, and politicians take.- over The Liberty
Amendment would tend to eliminate monopoly and open 
up a truly free market.

41. “ How did the Federal Government get so 
much land? What will happen to all the ‘public 
lands?”

The Federal Government had no authority to hold back 
any public lands from the States as they were created, or 
to ''ta k e '’ any land in any State except as the Constitution 
provides.

The Constitution confirmed the te s of the Northwest 
Ordinance. All States were to come into the Union with

rights and powers'" 'uai to the original States— ‘n which 
the Feudal Govei.urent had no property righes what­
soever—except first, as land might be purchased, 
second, with the consent of the legislature of the State in 
which the same shall be, and third, for agreed upon and 
needful purposes, such as arsenals, magazines, forts 
dockyards, etcetera.

42. “ Much of the land under Federal control 
seems to be worthless desert or rugged moun­
tains. Who would buy land like that?”

Land that appears worthless to one may be highly 
regarded by another. An example is the land just north of 
Califomia-Mexico border which was the most barren 
area imaginable, but men of vision saw possibilities in 
the arid desert la’ "’ well below sea level, and now the 
Imperial Valley is a garden without compare. There is no 
worthless land.

43. “ If private land developers get control of this 
land, would not they destroy the natural beaurius 
and add to the problem of ecology?”

Federally controlled lands, turned back to State 
jurisdiction, will be under the watchful eye of the people 
most concerned with preserving their beauty and use­
fulness. State and local authorities will make the lav/s 
regarding them. An absentee landlord in Washington is 
not as concerned with the future of the land as are the' 
people of the community involved.

44. “ What will happen to our national parks and 
forests?”

There is no reason to fear that parks and forests will be 
destroyed because they will be in State jurisdicuon. 
There is nothing to indicate that Federal control has any 
merit. State, city, and county parks are generally better 
maintained than national parks, because the local interest 
is higher.

Now we find that only two— tenths of 1 percent of 
Alaska was originally subject to the jurisdiction of the 
State. In Nevada the .Federal Government holds 87 
percent of the land area, in Utah 66 percer.r, and in 
Oregon 52 percent, in Idaho 64 percent, and in California 
45 percent of the land area. Under the Liberty Amend­
ment the 40 percent of the land area now under Federal 
control will be restored to State jurisdiction.
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The same may be said of forests. fo’-ords show that 
the ravages of fire and disease in a natft. .aJ forest are far 
greater than in State forests, and greater in States forests 
than in private forests. The obvious reason is that trees in 
a private forest represent a salable crop, while in public 
hands they are an avenue to political power.

45. “ Can the States be trusted to maintain their 
parks and monuments and preserve these for 
posterity?”

Under the Constitution each State was sovereign and 
held complete jurisdiction over the land and activities 
within its boundares. As the Parks and Monuments are 
located within States, the States are naturally better 
stewards of their own property than any Federal agency 
could be.

The Constitution intended the state would hold ex­
clusive jurisdiction over all land and activities within its 
own boundaries. The Liberty Amendment will restore 
that concept.

46. “ What will be the effect or. the Federal Trade 
Commission?”

According to the U.S. Government Organization 
Manual of 1971-72 (page 439), the Federal Trade 
Commission was established to "promote free and fair 
competition in interstate commerce through prevention 
of price-fixing agreements, boycotts, combinations in 
restraint of trade, and other unfair methods of com­
petition." Nice words but this agency has become along 
with others, the proponent of price fixing, boycotts, and 
various restraints of trade that hamper private enterprise. 
Tnis may well be an attempt to cripple private enterprise 
and clamp a tighter political grip on private affairs. Under 
the Liberty Amendment the Federal Trade Commission 
will hold limited regulatory powers.

47. “ How will the application of the Liberty 
Amendment affect the Federal Communications 
Commission?”

The Federal Communication Commission holds some 
valid regulatory powers, but they >k... no constitutional 
authority to control, punish, or dismember any channels 
of communication. Like so many Government agencies, 
the Federal Communications Commission has assumed 
powers that it simply does not have. Media slanting is one |

of these. The Liberty Ame ndment will stop the despotic 
control of broadcasting .ivilegesof stations at odds with 
FCC bias.

48. “ What about the effect of the Liberty 
Amendme.it on the Labor Relations Board?”

The National Labor Relations Act of 1935 authorized a 
National Labor Relations Board to investigate and settle 
labor disputes. It has no constitutional authority for 
existence, but it has wielded enormous power. We can 
assume the Liberty Amendment will stop the arbitrary 
control of labor, management, and industry by edicts that 
nave no constitutional authority. Realistically, the onl'- 
legitimate jurisdiction the Federal Government has over 
labor and management is within the ranks of Federal 
employees.

With the Nawonal Labor Relations confined to its 
proper sphere, the terrifying power of labor unions over 
workers will be drastically reduced.. . .

50. “ How will Government be able to control 
! labor and business monopolies if the Liberty 
' Amendment removes or limits the regulatory 

powers of the Federal Government?”

It is ironic that so many people are worried about labor 
and business monopolies, and yet it apparently never 
occurs to them that the monopolist to fear most is 
Government itself. In Communist countries government 
has a monopoly on all activities, and the people have no
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up the tax fountaif 'th theeconomic freedom. With our \  era1 Government 
controlling 40 percent of the land area and 20 percent of 
the industrial capacity of this Nation, we are facing the 
same disaster.

Free enterprise destroys monopolies faster than can 
government control.

51. “ What is the value of the land and personal 
property held by the Federal bureaus?”

The Committee on Government Operations of the 
Hoi^e of Representatives maintains a continuing 
inventory of the real and personal property held by the 
Government. Their June 30, 1970, report gives a figure 
of S435 bil'ion for the world wide holdings as of that 
date. The estimate is extremely low and some pro­
perties— such as the famous Presidio in San Francisco 
inventoried at SI— are under valued in their appraisal. 
One thing is certain, if even half of these properties— the 
ones held without consdtudonal authorization—s*. sold 
at half of book value, the recovered amount will be well 
over SI00 billion.

52. “ Supposing all these properties and facilities 
are not sold off as expected, or do not sell for the 
prices expected, then that happens?”

If the properties are not sold within 3 years, the Federal 
Government must relinquish them anyway, and anything 
left unsold will revert to State jurisdiction for disposal or 
retention, as the case may be. Pnees may vary in the 
liquidation process, but ihe main point is that these 
properties will be removed from Federal hands and 
restored to State jurisdiction and private taxpaying 
ownership. The consequent saving from, not maintaining 
these bureaucratic empires will exceed what wc now pay 
in income taxes.

53. “ Now that you have the activities of these 
agencies that are not authorized and listed, why 
not get Congress to eliminate them?”

Theoreti tally this sounds like a good idea, but do you 
know of anyone who has enough power in Congress to 
override the pressure of the Federal bureaucracy? The 
bureaucracy has billions of our tax djhurs at their 
disposal every year, and their lobby keens the pressure on 
Congress for more power and more appropriations, 
endlessly. The only way to remove their power is to dry

54. “ What effect would the Liberty Amendment 
have on the plan for regional government, which 
would concentrate al! power in Washington?”

A concerted effort is being made ,o brainwash the 
American people into accepting not only regional 
government, but a new Constitution. Books advance the 
idea, articles in prominent magazines, TV programs and 
speeches by people who must be misinformed are out­
right enemies.

The Liberty Amendment will stop these attacks and 
restore the sovereignty of States. It will automatically 
outlaw all such designs for the concentration of power 
from either regional government or a Constitution other 
than the one we now have, which provides for individual 
freedom.

55. “ Will the Liberty Amendment have any 
effect on unemployment?”

Unemployment is a tragic fact of life to many people. 
Siiipnstngiy, the Liberty Amendment will solve much of 
the unemployment problem. Getting the Government out 
of business enterprises i: operates without constitutional 
authority would eliminate the staggering losses. This 
would make possible rite elimination of income tax. 
Workers would then receive about 20 percent more take 
home pay without any change in their rate of pay. This 
increased purchasing power would stimulate production 
and make the economy boom.

56. “ Isn’t the Liberty Amendment just a scheme 
to shift the lead o f  responsibility from the 
Federal Government onto the back of the State 
government”

Not at all. The idea is to get the responsibility back into 
the hands of each individual. When Government 
deprives the individual of self determination and 
individual responsibility, it tends toward a nation of 
slaves or robots. In a free society, a free man must be 
self-reliant and help maintain the society of which he is a 
part. Our Government was limited in power by the Con­
stitution. The purpose of the Liberty Amendment is to 
stop the concentration of despotic power an redistribute it 
to the people.
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57. “ Does not Congress already have the power 
to sell such properties and repeal or reduce 
Laxes?”

Yes, Congress has such power and used it on various 
occasions, sometimes veiy strangely. For example, 
Congress did abolish the Reconstruction Finance Cor­
poration, after it had dissipated an estimated S50 billions 
in tax dollars. While title I of the act abolished the 
Reconstruction Finance Coloration, title E of the same 
act created u e  Small Business Administration, enlarged 
the General Services Administraction, and divided all the 
residuary powers of RFC between them. The name on the 
door changed, but now there were two doors instead of 
one.

The sale of the Synthetic Rubber Industry and General 
Analine and Film Corp. was accomplished, but while 
these were being sold, other businesses were issuing 
from the prolific bureaucracy. Reinforcing the Consti­
tution will stop this sleight-of-hand process.

58. “ If Federal agencies are operating businesses 
without constitutional authority, why do not you 
take them to court?”

A good idea, and many persons have tried it; but there 
is a catch— there ic no way to sue Government without 
the Govemments’s permission, -nd thi.-> is rarely given. 
The Constitution provides that we, the people, shall be 
able to “ petition the Government for redress of griev­
ances,”  but the courts have repeatedly shut their eves to 
the flagrant assaults against the constitutional rights and 
powers of the people, and have contended that they have 
no “ jurisdiction” when a bureaucratic “ regulation” is 
involved. The only real court available * tat can chance 
this situation is the court of public opinion which can 
restore the Cwwaiituuon by applying the Liberty Amend­
ment.

59. “ Do not you think it is necessary for our 
Government to keep aJiead of Russia in the space 
race, or the arms race, or the 'ncrchant 
marine?”

The United States for a long time has been the first 
place in most fields. We should continue in that position. 
The question is, why are we lagging behind now? Is it 
possible our Government has been so busy playing the 
dangerous game of world power politics and trying to run

everyone else’s affair* that they have neglected our 
safety and liberty? Now we are warned that we nee. '.o 
hurry to keep up, but we are increasingly being hampered 
in our efforts by regulations and directives M id  competi­
tion from tax-free govermental agencies that prevent it. 
The Liberty Amendment will release the vast resources 
of American inventive genius and production know-how 
and again give workers the incentive of a full paycheck.

So far as the space race is concerned, the Space Act 
strangled private incentive by declaring that all in­
ventions dealing with space belong to the Government, 
instead c e to ihe inventors, as the Constitution provides.

60. “ Exactly what is the Federal Reserve System 
an what will the Liberty amendment do about 
it?”

There is probably more misinformation about the 
Federal Reserve System than about any other one thing. 
Some say it is a Federal agency; others say that it is 
pnvately owned. In 1913 an act of Congress created the 
FRS to provide us with what was defined as “ an elastic 
currency." This has been done, and in the process our 
stable currency, based on silver and gold standards, has 
been replaced by printing press money. The Hoover 
report of 1955 declared the Federal Reserve to be die first 
of the 104 banking and lending organizations then being 
operated by Government. A recent U.S. Government 
organization Manual confirms this. The article “ Who 
Gets The Plunder?" in Freedom magazine reproduced a 
page from the 57th Federal Reserve report to Congress, 
showing that in 1970 the U.S. Treasury received 98.9 
percent of the earnings, while only 1.2 percent went to 
the banks compelled to won FRS bank stock. The Liberty 
Amendment will remove the Government from the 
banking business.

| ail. “ Can the inflation w? have experiencing for 
years be stopped by Jhe Liberty Amendment?”

The sprial of inflation will be stopped when the Federal 
Reserve System’s endless stream of printing press money 
is stopped. Webster’s International Dictionary defines
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f
“ Inflation’* as “ an increase in the volume of money and 
credit relative to available goods resulting in a substantial 
and continuing rise in the general price level." In other 
words, when money is printed faster than actual 
production of goods and services, we have inflation.

Our president and Congress constantly >,pend more 
money than all the American people combined can funnel 
into Washington through taxes. Then they translate these 
deficits into unredeemable printing press money and we 
have inflation. In 1971, S40 billion of new paper money 
was printed for the FRS to cover the Government’s 
deficit— thus was created that much inflation.

Yes, the Liberty Amendment can stop inflation.

62. “ Does the Government have anything to do 
with setting interest rates, and what will the 
Liberty Amendment do about it?”

Economists and the news media have a great deal to 
say about interest rates, although it is baffling to most 
ordinary individuals. These days our credit is at the 
mercy of the bureaucracy that controls money, interest 
rates are manipulated by the politically appointed 
directors of the Feoeral Reserve System. This manipula­
tion will stop when the Liberty Amendment is in opera­
tion. When the happy day comes, credit arrangements 
will be strictly between the borrower and the lender, 
based upon the borrower’s integrity ai:d ability to repay. 
Interests rates will become realistic, also, when they are 
no longer manipulated through political control, after all. 
it is on this basis America was built.

I

63. “ How about all the tax money that is spent on 
wars. Will the Liberty Amendment change 
this?”

The sole function of the Defense Department is to 
defend this country’ from foreign aggression. The Liberty 
Amendment will not cut the obligations of Defense 
Department to carry out its specified duties, to defend 
this Nation on the grout.i, in the air. at sea. and even in 
space. The Constitution enforced by the Liberty 
Amendment, will nr” ^errn't undeclared “ no win” wars, 
and our defense posture will be improved enormously by 
getting our defense establishment back into the business 
of defending, rather than competing with us. as they do 
now, through thousands of business, industrial and 
commercial establishments.

----------

r64. “ Will the  ̂ xj’berty Amendment have any 
effect on the present law regarding the draft?”

While there is no longer a draft in this country, every 
eligible male who artai ns the age of 18 years must register 
and carry a draft cai~, presumably to keep a record of 
eligible strength in case of emergency.

The 13th amendment very distinctly provides that:

“ Neither slavery nor involuntary servitude, except as 
punishment for crime whereof the party shall have been 
duly convicted, shall exist within the United States, or 
any place subject to their jurisdicrion."

If we have learned anything from history it is that no 
conscripted army has ever proved the equal of a free 
people defending themselves. Returning to the Constitu­
tion will prevent the draft, and increase our defense 
posture because we will be free to defend the most 
priceless possession of all—Liberty.

65. “ Exactly what effect will the Liberty 
Amendment have on our membership in the 
United Nations?”

The United Nations building is located in New York 
City. This country contributes by far the largest amount 
of money in support to this organization. Some people 
believe that the United Nations Charter supersedes our 
Constitution, but this is not true. Nothing supersedes our 
Constitution as the supreme law, and certainly not the 
United Nations Charter. The Liberty Amendment will 
end the pretense that treaty law, the Genocide Treaty, or 
any other such device can have an valid impact on our 
domestic affairs, our industries, our domestic affairs, our 
industries, our lands, or our activities. It will reduce the 
United Nations Organization to a forum for the dis­
cussion of international affairs and international rela­
tions.

66. “ Will the Liberty Amendment have any 
effect upon Communist countries?”

Time and again the wealth and resources of the United 
States have been diverted to the aid of Communist con­
trolled countries. Apparently the Communist system is 
incapable of sustaining its own existence. When our 
Government is confined again to the terms of the Con­
stitution, it can no longer bail out Communist countries



when their economy falters, and the enslaved people may 
be able to establish forms of government of their own free 
choice.

67. “ Unless we have a hand in managing the 
affairs of some small nations, is there not danger 
that they will fall under Communist control?”

When the torch of freedom bums brighter in this 
country through the re-establishment of our Constitution, 
we will be in a better position to set an example for other 
nations. Tne Constitution does not permit this country to 
maintain the economy of other nations or control their 
political lives, yet that is what we have been doing. 
Foreign aid around the world cost the United States 
people, from 1946 through 1971, a total, of 
5212,880,797,000. The.rulers of 3Vi billion inhabitants 
of this world, have received aid from the United States. 
The Liberty Amendment will stop with this madness 
which is destroying us.

68. “ Would it not be a good idea to continue 
foreign aid to help the more friendly countries?”

Foreign aid does not reach the people of any country, 
friendly or otherwise. It is a gift from the Chief of State 
elsewhere. It only enriches the tyrant. Our constitution 
protects us from this device for plunder. OurGovcmment 
was empowered to gather taxes to protect this Nation 
from the avarice and cupidity of all the other nations of 
the Earth. It did not grant any administration the power to 
hand our tax dollars, or the production of our people, to 
any foreign power. The Liberty Amendment wiil stop 
this dissipation of our substance by Government, and will 
restore the right of people to assist whom ever they 
willaround the world, as they once did.

69. “ How will the Liberty Amendment affect 
such treaties and alliances as NATO, SEATO, 
and others like them?”

The Liberty Amendment will not alter the right and

power of the President, w\- . the advice and consent of the 
Senate, to enter into any treaty that may be within the 
authority of the Constitution. A review of the Con­
stitution shows that no treaty can be valid which in any 
way jeopardized the independence of the United States cr 
any of the separate States or permits any foreign power cr 
combination of foreign powers to exercise jurisdiction or 
control over the internal affairs of the United States or 
any of the individual States, whether it be with the U.N., 
NATO, SEATO, or any other.

70. “ Will we be able to defend our country 
properly under the Liberty .Amendment?”

We have already touched on this subject of defense, 
and should be reassured that tire Liberty .Amendment will 
accomplish miracles in this area. At the present time the 
Defense Department is involved in thousands of busi­
nesses without constitutional authority. Divorced from 
these activities, their total attention will be given to the 
defense of .his Nation, and with the Constitution back in 
force and effect we will not be involved in undeclared 
wars. The Constitution wisely separated the power of 
declaring war from the power of waging war, to prevent 
its being declared for the sake of waging it.

71. “ Will we still be able to have a strong 
economy in the fields of mining, agriculture, 
manufacturing and transporation with the 
Liberty Amendment?”

All of these activities will flourish incredibly well. 
Gold and silver pruduction has been stifled, agriculture 
has been hampered; manufacturers have been in 
bureaucratic straightjackeis; transportation has been 
strangled. There is no open market. We can expect 
spectacular new developments in all these fields and 
every other area of production when the Liberty Amend­
ment is in force.

72. “ If the Government does not finance or 
underwrite research and development, who 
will?”

The only research and development of Government 
has any right to be involved in is in the defense of this 
Nation. Even here, it has ’ ien individuals and companies 
that have researched and devised all methods of 
production. A man named Colt invented the revolver, 
and the Army was reluctant to adopt it. An American
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invented the submarine, and our Nkry would not even 
look at it. The airplane was invented here, and the U.S. 
was one of the last to adopt it to our defense. Gen. Billy 
Mitchell was discharged from the Armed Forces because 
he advocated air power. Government has curtailed real 
research and development, and our weaponry has suf­
fered.

73. “ Exactly what effect will the Liberty Amend­
ment have on our local State and city govern­
ments?”

Federal aid to state and city governments sounds good, 
but the Federal government has manipulated the States 
into very dangerous financial situations through 
“ sharing,”  “ matching funds” and managed inflations.

Cities have been drained of vitality by the Federal 
individual income tax, which syphons away their 
potential resources, and federal agencies which inject 
themselves into essential municpal services and make 
them more cosdy. Both States and cities will be better off

under the Liberty Amendment.

74. “ What will happen to th? Government’s 
revenue sharing plan?”

At first glance revenue sharing looks like a spiended 
idea. The Federal Government gathers a we.tith cf taxes 
from the people and then dribbles a little money back to 
the States and local governments for their own use. Upon 
further examination, this new device proves to be a 
take-over of the states, for it is only a small subsidy, and 
when government subsidizes anything it exerts control.

There are already too many subsidies in existence that 
undermine our states’ prerogatives. Now even their 
boundaries are being threau.-r ed by “ regional govern­
ment”  which would replace the individual states with 10 
regions.

Restoring the Constitution, as the Liberty Amendment 
is capable of doing, would take care of all of these 
questions—regional government included.

Ad d i t i o n a l



Tape 561, Week of February 14,1983

Liberty Amendment 
is Income Tax Legal?rlA-T .
/  ■, ’in Schiff's Offe>
Corporate Tax 
Watt Baiting

TAPE 561, No. 1

Liberty Amendment

This is Alan Stang. Congressman Ron Paul wants the 
federal income tax abolished. Details in a minute. Please 
stick around.

•**
A few weeks ago, Congressman Ron Paul, of Texas, who 

is a memberof the House Banking Committee, reintroduced 
tKe liberty  Amendment'This; historic legislation would 
Eliminate the ne^d for the personal income tax, by abolishing.. 
agencies of th t federal government that are doing business in 
direct' coinpetition with^private enterprise. Congressman 
Paul points to such examples as the. Commodity^ Credit ' 
CoiporatioQ, the Tennessee Valley Authority, the Synthetic '  
Fuels Corpbratiori,"and various lending institutions.'

The Commodity Credit Corporation is of course the bank 
of the Department of Agriculture. Regular listeners will 
remember that it is paying your tax money to the monster 
multinational banks, because Poland is broke. Those payments 
begarJastyear, with the blessing of the Reagan Administration. 
Dr. Paul says that the Commodity Credit Corporation and 

1 other businesses “are not constitution ally authorized and 
’ should be eliminated. This would so radically reduce federal 
expenditures that the personal income tax — the. 16th 
Amendment to the U.S. Constitution — could itself be 
repealed, which the liberty Amendment would accomplish.” 
Of course the Internal Revenue Service would be abolished 
too. That’s right, friends, no more 1040s, no more withholding!

Dr. Paul explains that since income taxes do not supply the 
bulk of the federal government’s revenues, the losses in 
revenues wruld be mor? than made up by the sale of 
government corporate operations — rmd the profits could 
then bo used to balance the federal buc ket

Congressman Paul says this: “This am«..'>dmcnt would go

Lfarltoward restoring cbn rthutibnalgbyemmenli). ^
JjddnKsinjfoi^ at their causef^excessiw*
^government spending — and by so doing eliminating theneed'
^jeavejthe government with all reyenuejsources it eveThad- 
from the beginning until 1913 — corporate taxe'r, excises,* 

/imposts, duties and a host of miscellaneous taxes which have 
. ri ways been within the power of the federal government” 

.Nineteen thirteen is o f couxse the year we got the income 
"rax. Except for the Civii War years, we got along without one 
"[froin the_yery beginning of our nation until well into thc 
‘ present century. Our government never collapsed, not once. 
/Itdidn’t need an income tax because it wasn’t spending us 
; intobankruptcy:Now, it is, and even •with a iax cppicaching 
[confiscation, the government says it needs still more of your 
-money. PH be back in a minute.

The Liberty Amendment has been endorsed by state 
legislatures arou id the country; most recently by Indiana 
and Arizona. It o triairiiy has to be considered news, but your 
reporter can’t remenber ever hearing it mentioned by his 
colleagues in the national press, Be with me tomorrow when 
we’ll see whether the income (ax is legaL 

This is Alan Slang. Think about i t

Tape 561, No. 2 

Is Income Tax Legal?

This is Alan Slang. Is the income tax legal? A new 
discovery. Details in a minute. Pleasp, stick around.

Yesterday, as you will recall, we mentioned the propose.! 
Liberty Amendment to the U.S. Constitution, which Texas 
Congressman Ron Paul recently reintroduced in the House. 
The Liberty Amendment would repeal the Sixteenth Amend-
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In form ation on ava ilab ility  of The S la ng  Report for broadcast in  your area w ill be ten t free of charge u pon  r r ^ u e s t

Please address orders and inqu ir ies  to: T he  Al»>n S tang Report. Post Office Box 725, A lla  Loma, Ca lifo rn ia  91701.



ment, which gives Congress the power to impose an income 
ta u lf  the income tax' is legal, it apphrsoaJy to a  strictly 
limited,' vny smaB group of people and activities, such as 
corporations. Ifyoaare aregular listener to thesebioadcasts, 

^youknowtiMtfcenaycheck you get for your work is not what 
! the law means Qr income. It is not subject lo  the'tax.’

Is the income tax legal? A fascinating article on the subject 
appeared in the January issue of The Justice ‘Times, which 
says that “ the 16th Amendment cannot be valid law due to 
the fact that it was not signed by the President of the United 
States ” The Sixteenth Amendment started out as a Joint 
Resolution of Congress. According to Black's Law Dictionary, 
a Joint Resolution must be approved by the President But 
the Joint Resolution that gave us the income tax was signed 
by Vice President James Sherman, not President William 
Howard Taft Does this mean that the law is defective?

There is also the interesting fact that the Sixteenth 
Amendment is listed in U.S. statutes as a private law, as 
opposed to public law. Private law governs relations between 
individuals, and applies only to particular group.' "hiblic law 
brings the government into it, and applies to <.,eryone, 
without exception. So, why would the income tax amendment 
turn out to be a private, law, rather than a public, one?, 

/ ^ ^ ^ u ^ ^ T I ^ ^ y i s ^ T o U o w s : - J ‘Tbe. mteni-cf-the 
/framers of the 16th Amendment, which is supported by any 

^number of.Suprcrne Couit derisions, was that the income tax, 
waFan excise taxand must be limited to an indirect tax which 
was assessed on corporations in return for the privilege of 

'/ •cidingburin e^'m acorporate capacity. Is u is  the reason the 
i r l6th Amendment was designated as'a Private Law rather 

than a Public Law? Let the reader be the judge.”
This fascinating question certainly deserves ifurther inves­

tigation It is one of the many mysteries of the income tax that 
research is bringing to the surfacc.Tt is important to note that 

. Congrcsscould get rid of the income taxany day of the w eek.
: The Sixteenth Amendment doesn’t say there has to be an.
* income tax. Itjust gives Congress the power to impose one, if 

it wants to. Congress could abolish the I.R.S. tomorrow. I’ll 
be back Li a minute.

***
Why not read the article for yourself. The Justice Times is 

published monthly in Clinton, Arkansas. A yearly subscription 
is twenty dollars. The address is Post Office Box 562, 
Clinton, Arkansas, 72031. Be with me tomorrow, whe.v we’ll 
take a look at a remarkable ofTer by author Irwin Schiff. 

This is Alan Stang Think about it.
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Irwin Schiffs Offer

offer. Details in a minute. Please stick around.
•**

Regular listeners to these broadcasts are familiar with 
Irwin SchifF. Mr. Schiff is the author of the book entitled, 
How Anyone Can Stop Paying Income Taxes, the nation."J 
best seller distributed" by. Simon” Sch’ustei. In itJS S u ff/ 

/Shows.that the payment of mcome tax is voluntary, fact * 
^rcpea'^d by one C 'nmissioner of Internal Revenue after ‘ 
/another. Now, ton '.cliche that fits perfectly, Irwin Schiff 

puts his' money whu , his mouth is.
Irwin SchifTs Freedom League has launched the S100,000 

LR.S. Treasure Hunt Here’s what the Treasure Hum is all 
about from the Freedom League’s advertising copy: “ One 
hundred thousand dollars will be awarded to an yone who can 
show any section of the Internal Revenue Code hat ‘requires’ 
we the people, as individual citizens, to file a personal income 
tax return (popularly .known as the 1040 for ;). The contest .. 
is open to all, inducting I.R.S. personnel! Let the I.R.S. help 
you win! If there is any section of the code which ‘requires’ 
one to file, thee the I.R.S. should know. So call tin*. LR-S. Ask 
them if American citizens are ‘required’ to file Income tax 
returns or if it is ‘voluntary.’ If  the I.R.S. says you are 
‘required,’ then ask them to send you the section o f the 
Intetiial Revenue Codr: which states that you are‘required.’ ”

The ad says you should send the information you gjet from
I.R.S. to Irwin SchifF. The earliest postmark wins. Everyone 
is eligible. In the event of a tie, the 5100,000 will be divided 
equally, and it is tax-free. Needless to say, the winner will be 
paid in Federal Reserve Notes, not in money, because the 
government has made money unavailable. Still, the Schiff 
oher sounds like an excellent deaL This is the Internal 
Revenue Service’s chance to prove its case, and make Irwin 
Schiff look like a fooL

We suspect that I.R.S. is going to have trouble. There is a 
good reason that various Commissioners of Internal Revenue 
have said repeatedly that the income tax is voluntary. I t  has 
to be voluntary, because when you sign the return—under 
penalty of peijury — you are testifying against yourself just 
as certainly as if you were sittingon the witness chair in court. 
This is a well-settled fact in our system of law/Tbe Fifth 

/Amendment forbids the government to require an American 
• to testify against himself. If the income tax required that, it 
C would be illegal. That’s why the Commissioners keep saying 

it is vohmtary. I’ll be back in a minute.

To win your5100,000, send the pertinent section from the 
Internal Revenue Code to Ii*vin Schiff, Freedom Books, Post 
Office Box 5303. Hamden, Connecticut, 06518. F o r more 
information, crii Irwin SchifTs Freedom League, at (714) 
771-6520.

This is All m Stang. Think about it.
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Corporate Tax

This is Alan Stang Some thoughts on the President’s 
remark about the corporate income tax. Details in a minute. 
Please stick around.

Three weeks ago,, President Reagan said in Boston: “I 
realize that there’ll be a great stirring and I’ll probably kick 
myself for having said this but when are we ail going to have 
the courage to point out that in our tax structure the corporate 
tax is very hard to justify?” The President said we ought to 
consider abolishing that tax. The theory behind abolition is 
that corporate profits are taxed twice: once when tlie corporation 
earns them; again whe*' they are paid to the stockholders as 
dividends. Abolition would stop this double taxation.

Let’s say a word in defense of the corporate income tax. A 
corporation is of course a creature of government. It is 
created by government and could not exist without it. Its 
existence is a favor granted by the government. Just as the 
God of most individual Americans is the Lord; the god of the 
corporation is government If an income tax should be levied 
properly anywhere, it should hit the corporation, as a tribute 
paid to government in return for the favor of the corporation’s 
existence.

The President got into substantial political trouble for 
suggestix j the abolition of the corporate income tax. He 
would win the gratitude of tens of millions — and stand on 
much firmer constitutional ground — by calling for the 
abolition of the personal income tax. Indeed, tire President 
could end one of the biggest hoaxes of all time — maybe the 
biggest — by stating that the personal income tax on 
individuals has been illegal all along.

We mentioned that the President drew political flak for his 
suggestion. The next day, he backed away fror. it quickly. 
The Los Angeles Times reports that his advisers told him he 
had said ‘<the frong thing at the wrong time.” Or.e White 
House official said that the President had been “fighting to 
stay awake’’ just before he made the suggestion, and just 
forgot that about three hundred reporters were there. The 
next day, While House spokesman Larry Speakcs was 
reminded that the President of the United States had said the 
idea should be looked aL Speakcs replied, “Well, it ain’t 
gonna be ‘looked a t”

Remember, all these examples come from within the
Administration, not from Tip O’Neill, and they certainly
lend fuel to the accusations by the President’s enemies that
he lacks the political courage he talks about, and that he is
someone else’s tool. We don’t pretend to knew what is
happening in the White House, but this latest fiasco proves
something is wrong. I’ll be back in a minute.

*•*
/Themonster multinational corporations are happy to pay

” • • •

/SFcorporaxe income tax. One of its effects has been to stifle’ 
^m petition ,’by ' making lit .difficult for new com plies "to* 
/  challenge^ the^biggies. T o d o  that, the challenger must 
/accumulate capital; bntthe corporate income tax uikl that" 
/money awayV
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Watt Baiting

This is Alan Stang. A remarkable editorial about Socialism
and James WatL Details in a minute. Please stick around

»*»
By now you know that a few weeks ago, Secretary of the 

Interior James Watt made a speech about the shocking 
problems of many American Indians. Watt said thisr/Every’ 

f social problem is'exaggerated because of socialistic govern? __ 
hrlent poUcies on the Indian reservation! If you want an"^ 
r example of the failure of socialism don’t go to Russia—comeT 
^jto America and go to the Indian reservations.”

" Our friends the liberals didn’t like this. They don’t like 
much of anything Secretary Watt has to say, but his 
statement about the reservations seems to have struck the 
proverbial sensitive nerve. The Miami Herald, one of ihe 
nation’s major daily newspapers, put the folic wing headline 
on its denunciation: “Red Baiting.” We are certainly grate fill 
to the Herald for acknowledging that Socialism is Red. 
Socialism is obviously the Heralds hot button. In its 
remarkable editorial, the Miami newspaper worries more 
than anything else about defending Socialism from Secretary 

t  W att
The Herald says this: “Socialism is that system of political 

. economy that best describes the societies of most nations in ’ 
Western Europe. Socialism is the Tennessee Valley Authority 

^and Social Security and Medicare and Government subsidies 
(for Lockheed and Chrysler.” T ia t’s right, that’s what the 
Miami Herald says, and, again, it has our gratiUde. Social 
Security and those other things are Socialism, arc Red, as the 
Herald says; but until now a man could be labelled an 

‘ extremist for saying so. Now that the Miami Herald says so, 
presumably it’s okay. It has always been okay to call 
government subsidies to Lockheed and Chrysler “Socialism 
for the rich.” That what it is.
/But, if the disaster on the Indian reservations isn’t Socialism, 

t what it is? The M iam i Herald has the answer “America’s 
- Indian reservations arc not socialism. They are failures of 
? something more properly understood as paternalism, and a 

cruel, uncaring paternalism indeed. The Government main­
tains them, but the Government does precious little for 
them.”



in  short, the Herald is angry because the government 
hasn’t given as touch to the reservations as it has to the 
corporations. Our friends the liberals don’t want to change 
the reservation system; they made it. Their complaint is the 
fact that “ Socialism for the poor” isn’t luxurious enough. 
Would the Miami Herald please comment. The more that 
newspaper editorializes, the better we like it, and the more 
grateful we are. Til be back in a minute.

Tne Miami Herald’s problem is that paternalism and 
Socialism go together like two legs on the same bur. Indeed, 
paternalism is the essence of Socialism, which is impossible 
without it. British Socialist George Bernard Shaw once 
iexplained that you would live fairly well under Socialism if 
you did as you were told. If you didn’t  you would be sboL 

This is Alan Stang Think about i t
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