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America was founded on the free enterprise concept. Yet, 

while government operation of American industries and commerce 

is rare, the Federal Government has on several occasions in the 

past come to the aid of financially troubled firms, 

In mid 1979, Chrysler Corporation, the tenth largest corporation 

in America, staggering under the weight of its monumental financial 

losses, appealed to the Federal Government for assistance in the 

form of tax credits of close to $1 billion dollars to carry it 

through its financial crisis. 1 

Chrysler contends that its current financial plight is the 

result of a combination of internal problems which it can control 

and external problems which it cannot control. According to Lee 

Iacocca, Chairman of Chrysler, "These external factors include 

the heavy burden of federal regulations on the automobile industry, 

the gasoline crisis which is seriously disrupted car and truck 

sales, and the current worsening recession." 2 

Although most recent debate has focused on Federal Loan 

guarantees of $1.5 billion, Chrysler originally asked the Government 

to provide it with $1 billion in financial assistance over an 18 

month period. The Carter Administration rejected this initial 

bid for a direct bailout of at least $1 billion in tax credits 

and indicated that it would instead consider supporting a move in 

Congress for $500 to $700 million in loan guarantees. 

Over the ensuing weeks, Chrysler and the Administration 



engaged in a crucial dialogue which apparently highlighted the 

1 seriousness of the situation and wariness of the Federal Government 

to reply on the then limited available information regarding the 

financial viability of the Corporation and the potential impact on 

the total u.s. economy resulting from a Chrysler failure. Thus, 

on September 15, 1979, Chrysler submitted a second request to the 

Government for a higher amount ($1.2 billion) in loan guarantees 

rather than in tax credits. The Company in its proposed recovery 

plan asked the Government to guarantee $500 million in loans 

immediately and another $700 million on a contigency basis if 

the company could not raise additional funds. 3 

This plan was turned down by the Carter Administration. 

Treasury Secrl~tary G. William Miller termed Chrysler's plan 

1 
preliminary and said it would have to be reworked and, at that time, 

stated that the total aid request should be reduced ~o below 

$1 billion. 

Chrysler, fearful that it would strike out on its third 

attempt, pared down its request to $750 million in federal loan 

guarantees and resubmitted its plan to the Treasury Department on 

October 16, 1979. 

After careful consideration of the Corporation's report in 

support of a $750 million Federal loan guarantee, and assesing 

its chances for a successful bailout, on November 1, 1979, the 

Carter Administration proposed to double the loan guarantee for the 

Chrysler Corporation if the firm fulfilled a series of conditions. 

To be eligible for a $1.5 billion loan guarantee the auto maker's 

-r existing creditors had to maintain their position and Chrysler was 
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l 
compelled to raise an additional $1.5 billion of new ungaranteed 

capitol on its own. The Company also had to provide the Government 

with a four-year operating plan showing, in detail, how it would 

remain viable through December 31, 1983. 4 

The Reaction 

Chrysler's appeal to the Federal Government for a financial 

bailout raised many questions and varied reactions among heads of 

large corporations, government officials including members of 

Congress and private taxpayers. An option proposed most often 

by those who did not favor the interference of the national government 

in the free market system was bankruptcy. Their principal argument 

rested on the concept that inefficient firms should ~ither be 

1 reorganized under bankruptcy proceedings or permitted to go out 

of business altogether. 

1 

Thomas Murphy, the chief executive of General Motors was 

very vocal in his objections to Chrysler's plea for federal 

assistance. Conservative economist, Milton Friedman, and consumerist 

Ralph Nader also raised objections to the Chrysler request. William 

Proxmire, the Senate Banking Committee Chairman questioned Government 

help to the auto company because he felt it would undermine the 

Country's free-enterprise system. 5 

The Council for a Competitive Economy, a business and professional 

group that supports the free market on principal and opposes all 

special favors to business, objected to the loan guarantee on the 

basis it would be morally and economically wrong. The National 

3 



1 Taxpayer Union supported no subsidy or loan guarentee to Chrysler. 

Others, more concerned with immediate and direct negative 

economic impacts as well as the ripple effect which would result 

from the failure of the nation's lOth largest corporation and its 

150,000 employees, supported the Company's plea. 

In August 1979, Data Resources Inc., (DRI), published a 

study on the impact of a Chrysler failure. Assuming a "worst-case" 

scenario, the study estimated that between 1979 and 1980, 400,000 

people would lose their jobs directly and indirectly as a result 

of a Chrysler failure. Douglas Fraser, president of the united 

Auto Workers with whom Chrysler Corporation had mutually negotiated 

a labor contract in November 1979, was among the strongest suppoters 

of a Chrysler bailout. Also, since Chrysler employs approximately 

1 38,000 minority workers, the NAACP passed a resolution in favor 

1 

of aid to the auto producer. 6 

Self help Steps 

Both the House and the Senate held hearings on the Administation's 

proposal to grant Chrysler a loan guarantee. The question raised 

most by Congressman was what steps had Chrysler taken to help 

itself. 

In recent years, the troubled auto firm has tried to slim 

down its operations and rebuild its financial strength. It 

sold off the majority of its money-losing operations in Europe, 

Latin America and Australia. And, it sold its Chrysler Realty 

Corporation at what many analysts termed a lose. 

4 



1 a voice, minor as it may be, in the decision-making and policy-setting 

process of the firm, other labor leaders were less eager to accept 

t~e concept as applicable to labor relations as devoped in America. 

The Kahn Response to the Settlement 

Alfred E. Kahn, Chairman of the Council on Wage and Price 

Stability, noted publicly that the UAW-Chrysler settlement only 

delayed the awarding of gains won in the earlier GM-Ford contract 

negotiations. He noted that wage and benefit levels at Chrysler 

would be equal to those at GM and Ford in the third year of the 

contract at which time it would add $1.3 billion to the company's 

wage bill. While Mr. Kahn did not unequivocally state that the 

settlement provisions, estimated at between 28.8 and 30.4 percent 

1 increases over the three years, exceeded the President's voluntary 

1 

wage guidelines set in late 1978. He did assert that although 

the forgone wages and benefits would not be recovered by Chrysler 

workers, the pact did not represent enough of a sacrifice on the 

part of Chrysler employees; and that persons with an existing 

economic stake in the health of the Corporation have not made concessions 

sufficient to justify making loan guarantees--a condition of the 

original draft legislation proposing Federal assistance to Chrysler. 7 

Spurred in part by the Kahn statement, sentiment against 

the UAW and its agreement began to build. In the Senate, and 

alternative Chrylser proposal was made in which, as a condi~ion 

for federal loan guarantees, every Chrysler employee would face 

a wage f~eeze and instead be given $250 million in preferred company 

5 
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stock as deferred compensation. This unusual condition, which would 

require a renegotiation of the already signed labor contract created 

additional controversy and was subject to changes in upcoming floor 

debates and joint conference consideration. 

Bankruptcy 

Without Federal assistance, Chrysler does have the option to 

file a voluntary petition for bankruptsy Code. Chapter 11 calls for 

reorganization while operations of the corporation continue. The 

reorganization could require that the Company streamline its 

organization by selling off its money losing units. This reorgani

zation would also require that the company design a long term 

financial plan which it would adhere to until all its creditors were 

1 paid. 

1 

The plan would require the approval of Chrysler's creditors. 

However, there are certain exceptions to the above requirements 

which would allow the firm to implement the plan without the full 

approval of creditors. Interestingly enough, some of Chrysler's 

au~rent creditors have asked that their approval of Chrysler's 

paIn be a condition of the loan guarantee. 

Chrysler's Survival 

On December 14, 1979, Chrysler Corporation announced that 

because of lagging auto sales it would run out of money sooner than 

expected and that it would need Federal backing for an "interim" 

loan in January if the company were to stay alive. 

6 



1 Many Federal legislators are concerned about Chrysler's 

ability to survive. Treasury Secretary Miller has admitted that the 

$1.5 billion loan guarantee does not, in and of itself, assure the 

company's solvency. 

Two of Chrysler's major bankers, Hanover Trust Co. and 

Citicorp, testified at Senate hearings that they would not commit 

themselves to providing additional funds for Chrysler Corporation 

until they know whether Chrysler will be granted Federal loan guarantees 

and in what amount. The Chairman of Citicorp, Walter Wriston, warned 

the committee that the bailout would establish a precedent that 

would adversely affect the nation's long-term efficiency and productivity. 

"ChryslE:!r has stretched itself to the extend of its resources," 

said David Healy, analyst for Drexel Burnham Lambert. "The company 

1 needs $1.5 billion outside funding for the next year, if Chrysler 

1 

can raise this amount it should be able to make it." 

Ed Lapham of Automotive News says that "with Administation 

suppo~t and the additional $1.5 billion--Chrysler can indeed 

survive. However if Congressmen attach too many strings to the 

loan guarantee~, the Company will not have the flexibility that it 

needs to avoid the shutdown." 

Houses Version of Chrysler Bill 

On December 12, 1979, the House Rules Committee cleared the 

way for House consideration of a compromise $3.33 billion aid package 

for Chrysler Corporation. Floor debate on the Chrysler bill began 

in December 13, 1979. 

7 
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The original version of the House's bill (HR5860) was almost 

identical to the Administration's proposal. It also includes a 

provision which would allow Treasury Secretary Miller to waive the 

Government's status as number one creditor lito the extent that he 

deams such waiver is necessary to facilitate the ability of the 

corporation or any borrower to obtain financing as reflected in 

the financing plan . • ." 

The major exceptions to the Administration plan in the original 

version of the House bill were two amendments which were added to 

the bill before it cleared the Subcommittee for Economic Stabilization. 

One amendment requires that before qualifying for the loan guarantees, 

the auto maker get commitments from anyone with an economic stake 

in the Company to buy $100 million of common stock. Possible buyers 

1 would include employees, suppliers, auto dealers and others. The 

amendment requires Chrysler to make available for sale to its 

wmployees and employee representative groups--basically union--$lOO 

million of common stock. 

The House Rules Committee compromises would give Chrysler 

$1.5 billion in Federal aid, provided the Company raises additional 

$1.43 billion from banks, suppliers, dealers, and other private 

sources; and provided the United Auto Workers Union almost doubles 

its concessions to the Company, to $400 million. The latter condition 

would require renegotiatin Chrysler's labor contract. 8 

Senate's Version of Chrysler Bill 

On November 29, 1979, the Senate Banking Committee approved 

T S.2094, a $4 billion aid package for Chrysler Corporation. The plan 

8 



includes a requirement for contributions from private groups and a 

1 $1.25 billion Federal loan guarantee. The Senate bill contains a 

T 

T 

provision calling for the Company's union wOl1kers to forego as mUGh 

as $1.32 billion in salary and wage increases won in negotiations by 

the United Auto Workers Union during November 1979. The proposed 

three-year freeze provisions also provide for renegotiation of a wage 

increase in the third year if conditions of the Company at the time 

are substantially improved. The Senate proposal also calls for the 

company to issue $250 million in company stock to its employees as 

part of an employee-stock-ownership plan to serve as deferred 

compensation. 9 

Congress Approves Chrysler Bill 

After one full week of debate in both the House and Senate, 

both sides passed different versions of the bill. Finally, on 

December 21, 1979, and after conference committee consideration, 

Congress passed a $3.5 billion aid package for Chrysler Corporation. 

The hill represents a compromise between the Senate and House versions 

of the legislations. The compormise essentially split the difference 

in the two bills. 

The major differences between the Senate and House bills was 

how mush in wage increases Chrysler employees should be required 

to forego for Federal aid approval. The final Senate bill had 

demanded that Chrysler workers give up $525 million in pay raises; 

the House measure $400 million. The Senate bill originally had 

mandated a wage freeze. 

9 



In conference committee, the conferees agreed that Chrysler's 

1 105,000 unionized workers were to make a $462.5 million wage 

T 

T 

concession over the next three years as a condition for Chrysler 

receiving the federal loan guarantees. 

The final Chrysler bill provided for $1.5 billion in federal 

loan guarantees to the auto maker. The other $2 billion must be 

raised from bankers, suppliers, dealers, and workers. 

The compromise also required that Chrysler's white-collar 

workers give up $125 million in expected wage increases and the company 

turn over $162,5 million worth of its stock to workers, giving them 

sUbstantial part-ownership in the company for their foregone raises. 

Both these figures were also halfway between the Senate and House 

versions. 

The conference also compromised on other key issues. They 

agreed that the Federal Government would waive its status as senior 

creditor on $400 million of new bank lending to Chrysler. Agreement 

was also reached to waive senior status on lending from Senate and 

lacal governments and on loans of $100,000 or less from small suppliers. 

All other private lending to Chrysler will be subordinated to the loans 

guaranteed by the Federal Government. 

While the bill did not provide the interim loan the company 

had requested to help tide over inti 1 it could complete the financing 

arrangements required by the bill, it did enable Chrysler to take 

advantage of the loan guarantee more quickly than earlier versions 

of the bill. 10 

10 
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President signs Bill into Law 

On December 22, 1979, Jimmy Carter, 38th President of the 

United States of America, signed the Chrysler bill into law. In 

the signing' ceremony were such key figures as Douglas Fraser, 

Richard Lugar, Donald Reagle, and Michael Blanchard. As of 

January 1, 1980, federal funds would be made available to the 

ailing automobile company. 

11 
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FOOTNOTES 

IFortune's Directory of the 500 Largest Industrial Corpora
tions. Fortune Magazine, May 7, 1979. p. 268. 

2Is Chrysler the Prototype? Business Week. August 20, 1979. 
p. 105. 

3Miller Sees Chance of Chrysler Designing Rescue Plan That 
Doesn't Need U.S. Aid. Wall Street Journal, August 22, 1979. 
p. 3. 

4Can Chrysler be Saved? Newsweek, August 13, 1979. p. 58. 

5GM Pledges Chrysler $230 Million in Help. Washington Post 
August 15, 1979. p. D7. 

6Reginald Stuart. Chrysler Reported Planning Layoffs of 
5,000 White Collar Employees. New York Times, August 10, 1979. 
p. D3. 

7Statement by Alfred E. Kahn, Chairman of the Council on Wage 
and Price Stability. November 14, 1979~ Senate Banking Committee. 

8United States House of Representatives, Testimony and Floor 
Debate Summary; September through December. 

9United States Senate, Testimony and Floor Debate Summary; 
September through December. 

10Summary of Conference Committee Report of December 21, 1979. 
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MAJOR DIFFERENCES BETWEEN THE UNITED AUTO WORKERS' 
UNION AGREEMENT WITH CHRYSLER AND THE CONTRACTS SIGNED WITH 

GENERAL MOTORS AND THE FORD MOTOR COMPANY. 

Richard R. Skiles 



1 

1 

1 

The United Auto Workers Union has historically negotiated a 

contract with one of the "big three" auto companies (GM, Ford, or 

Chrysler); and then used that initial settlement as the pattern for 

demands made at the remaining two companies. Thus, the break with 

this procedure in the round was, in the opinion of the UAW leader

ship, in and of itself, a major concession to Chrysler. This year, 

before commencing negotiations with GM, the target company, the UAW 

had already announced it would take into consideration Chrysler's 

financial troubles and be willing, during contract negotiations with 

that company to make concessions which would deviate from the pattern 

contract. 

Prior to the agreement at Chrysler, the UAW had agreed to a 

deferral of $200 million in the Chrysler Corporation's (employer) 

contributions into the pension fund next year. Douglas Fraser, 

President of the UAW, had stated that the union would be willing to 

agree to greater employer pension contribution deferrals and loans 

to the company if the government would guarantee the loans and if 

ERISA regulations (the federal law regulating pension plans) are 

changed to allow such action. 

The Carter Administration had proposed legislation (H.R. 5630), 

approved by the House Banking Subcommittee on Economic Stabilization, 

under which the Federal government would guarantee loans made to 

Chrysler of up to $1.5 billion with a condition (one of several) that 

the Company find funding of at least $1.5 billion more from non-fed

eral sources which would not be covered under the federal guarantee. 
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Conceivably, loans offered to Chrysler by the union might or might 

not be part of the government's $1.5 billion loan guarantee. 

Shortly after the tentative settlement was reached at Chrysler, 

UAW officials estimated that the agreement's concessions "will re-

sult in savings to Chrysler of about $203 million during the next two 

calendar years" an estimate agreed to by William M. O'Brien, Chrysler's 

industrial relations vice-president. The "savings" referred to 

here are actually the dollar estimate of the difference between the 

costs of the pattern contract signed with GM and Ford and the tentat

ive agreement, with its deviations from that pattern contract, reach

ed with Chrysler. It should be noted that Alfred E. Kahn, Chairman 

of the Council on Wage and Price Stability, in a statement made dur

ing an interview conducted on November 10, 1979 (see Washington Star, 

Saturday, November 10, 1979, page A-3) stated that, in his opinion, 

the contract settlement between GM and Ford (covering more than 

650,000 workers) was several percentage points over the three-year 

pay guideline of 22.5 percent set by the Council last year. Past 

estimates of the GM-Ford settlement size were in the 30 to 32 per-

cent range over the three years depending on the value given to 

the cost-of-living clause in the contract. Kahn also stated that if 

the UAW's settlement with Chrysler (covering about 124,000 workers 

of which about 29,000 are currently on lay-offs) is similar to the 

GM and Ford contracts, the Administration would probably demand a 

smaller increase in the settlement as a condition for the govern

ment's $1.5 billion Chrylser loan guarantee program. 



1 Based on available information, the following is an analysis 

of the major differences between the pending UAW-Chrysler settle-

ment and the industry pattern contracts signed with GM and Ford. 

1. Three Percent Annual Wage Increase 

The usual three percent annual wage increase in the three-

year agreement with Chrysler is the same as the annual wage increases 

negotiated with GM and Ford. However, in the Chrysler agreement, the 

effective dates of these annual increases have been delayed as 

follows: 

-six months in the first year 
-four months in the second year 
-two months in the third year. 

1 2. Cost of Living Provision 

The Cost of Living provision for Chrysler is the same as 

the GM and Ford contracts; that is, a 24 cent "travel" adjustment 

to compensate for inflation during the last three months of the old 

contract would take effect immediately and the formula would be re-

vised in the third year to provide adjustments of 1 cent increase 

per hour for each 0.26 point increase in the Consumer Price Index. 

However, a $1.32 per hour rate increase generated under the old es-

calator provision, as well as future adjustments based on the CPI 

would not be payable weekly with regualr pay (as they will be at GM 

and Ford). Instead, these amounts would be paid in a lump sum at the 

end of each quarter through December 1980. Only at that time would 

all past COL adjustments be rolled into weekly pay. This one-year 



1 
separate quarterly payment of COL increases would generate sav

ings to the Chrysler Corporation for the year on all benefit costs 

that are determined (or indexed) to base pay rates. These pro-

visions would also augment the Corporation's cash flow between 

quarterly payments. The union estimates that this augmentation 

of cash flow is the equivalent of a $35 million loan outstanding 

year round, a benefit not included in the computation of the 

estimated $203 million savings in the agreement. 

3. Paid Personal Holidays 

There will be no paid personal holidays at Chrysler 

during the first year; in the second year the agreement provides 

for nine personal holidays and in the third year, for eleven such 

1 paid holidays. At GM and Ford, workers will get eight holidays in 

1 

the first year and nine in each of the second and third years. 

Thus, Chrysler employees will get 20 paid personal holidays over 

the three years while GM and Ford will receive 26. In the ex-

piring contract for all three companies, workers were entitled to 

12 personal holidays over the three-year term of those contracts. 

4. Pensions 

(a) The increases in pension benefits negotiated with 

Chrysler amount to 30 percent less than those at GM and Ford in 

the first year. The first increase will be delayed 3 months (until 

January 1980) at Chrysler. Improvements will also be provided in 



1 
seven (rather than nine increments) at Chrysler; two in the first 

year, two in the second and three in the third. 

(b) The basic monthly benefit will be increased to $14.50 

per year-of-service at Chrysler while at GM and Ford it will be in-

creased to $16.00 per year-of-service. However, pension benefits at 

Chrysler would reach the GM-Ford level by the next to last adjust

ment in May 1982. 

(c) The new "30-and-out" benefits negotiated at GM and 

Ford would rise to $800 a month; at Chrysler this benefit would 

rise to $770 a month. 

5. Accident and Sickness Benefits 

A freeze was placed on accident and sickness benefits at 

T Chrysler while increases in these benefits were included in the GM 

1 

and Ford contracts. 

Although levels of wages and benefits at Chrysler would 

reach the GM and Ford levels by the third year of the contract (a 

major objective of the UAW), and the cost-of-living clause was not 

tampered with, wage and benefit increases foregone during the first 

two years at Chrysler would not be recoverable. 

Other major negotiated provisions in the Chrysler agreement 

which were similar to those included in the GM-Ford contracts were: 

(a) A new "special" plant closing benefit which provides 

unreduced basic benefits with temporary supplements beginning at age 

55, payable to workers over age 50 who are displaced by a plant 

closing. 



1 (b) Retirees under age 65 could earn, without forfeit-

ing a part of their pension benefits, increased amounts of $5,000 

in 1980 and $5,500 in 1981. 

(c) The improvement in the Supplementary Unemployment 

Benefits (SUB) would be the same as those provided in the GM plan. 

Other provisions of the agreement at Chrysler included 

a proposal for membership of Douglas Fraser, the UAW President, on 

the Chrysler Board of Directors; to invest 10 percent of the new 

pension contributions into "socially desirable" projects; and the 

right to recommend to pension trustees not to invest in up to five 

companies conducting business in South Africa. 

Although UAW President Douglas Fraser responded angrily 

-r to Kahn's statement that the Chrysler agreement might exceed the 

1 

Administration's voluntary wage guidelines and that the workers 

"may not be making enough of a contribution" to the Corporation's 

financial plight, Fraser previously issued a statement calling the 

proposal "a very positive step toward assuring the jobs of nearly 

a half million American workers. II He also said that the union "will 

keep an open mind on the other areas of possible help" without men

tioning what form such help might take. 

In view of Kahn's statement, the Administration and Con

gress set stricter requirements on Chrysler and the UAW regarding 

the contract settlement before a loan guarantee bill was enacted. 

This requirement included extreme re-negotiating of the agreement 
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1 

(which was overwhelmingly approved and ratified by UAW-covered 

Chrysler employees on November 15), it was a difficult and con

troversial requirement to fulfill. Under current law, no other 

punative action was available short of possible government pro

curement debarment action since the wage guidelines are voluntary 

and the contract agreement was arrived at legally. Further, 

charges of indirectly requiring wage constraints on a group of 

private sector workers within an industry while not subjecting 

other workers in the industry or in other industries, could be 

made also suggesting that the American collective bargaining system 

was being tampered with and that wage controls were being pro

moted by the government. 

Some precedent exists for selective action to hold down ex

cessive wage increases in an industry. In 1970, President Nixon 

created a Construction Stabilization Committee, a tripartite group 

charged with limiting the negotiated wage and benefit increases in 

the construction trades which had been increasing at rates of about 

17 percent a year. The CISC achieved substantial success, but it 

was seen by many as the forerunner of the wage-price controls insti

tuted by President Nixon in the Economic Stabilization program of 

1971-1974 authorized by the Economic Stabilization Act of 1970, as 

amended. 
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UNITED STATES SENATOR FOR INDIANA 

LUGAR TO OFFER rnRYSLER PLAN 

EMBARGOED UNTIL 8:30 A.M. 
for release: TIJESDAY. OOVEMBER 27. 1979 

WASHINGTON--Sen. Dick Lugar (R-Ind.), in a speech on the Senate floor today, 
offered a plan to aid the Chrysler Corporation. Lugar's formula would increase 
the total amount of new money available to the bcleagured company, but would 
do so by extracting major concessions from Chrysler's management, unions, 
shareholders, and bankers. Although the Lugar plan would produce $4 billion 
rather than the $3 billion projected in the Carter Administration's proposal, 
only $1.0 billion in federal loan guarantees would be required, a reduction 
from the Administration's proposed $1.5 billion. 

"'Dlis plan is based on the principle that taxpayers should help save the 
Chrysler jobs, but only after driving a reasonable bargain in terms of 
real sacrifice by the workers, management, stockholders, and bankers who 
are asking for the help," Lugar stated. 

"The Administration plan is a pure bailout. It asks for no sacrifices from 
Chrys1 er. In fact, it simply pays for a massive wage increase on which the 
company and union just settled. By frcezing the wages of both management 
and hourly personncl and requiring a stock issue to raise more money as a 
condition of federal assistance, my plan would help Chrysler more with less 
risk to the taxpayers." 

The Carter administration has proposed gIVIng Chrysler U.S billion of 
federal loan guarantees to match $1.5 billion raised by the company from 
all sources. Lugar would amend that approach as follows: 

* Freeze the wages of all management personnel, saving Chrysler 
$233 million. 

* Freeze the wages and some benefits of hourly workers, saving 
$1.2 billion. 

* Require a stock issue of $50 million in 1980, diluting current 
shareholders' interest by 15 to 20 per cent. 

* Require Chrysler to assemble $1.6 billion -- ahout the same 
as the Administration proposal, from all other sources, such as 
non-guaranteed loans, sales of assets, further stock issues, 
concessions from suppliers and state and local governments. 

FOR MORE INFORMATION CAll (202) 224-7438 



LUGAR m OFFER Q-IRYSLER PLAN CONTINUED .•. 

After all these preconditions were met, Lugar's hill would authorize 
$1.0 billion, as opposed to the Administration's $1.5 billion, in 
federal loan guarantees. 

The Lugar bill would also establish numerous taxpayer protections not 
included in the Adndnistration approach, such as a 7-mernber review board 
to certify that all conditions are being met, priority of the guaranteed 
loans in the event of default, and a prohibition against payment of any 
stock dividends until all federally-backed loans are repaid. 

"The consequences of a Chrysler banknrptcy would be very severe nationally, 
and devastating in parts of Indiana. And it's clear that the cumulative 
effect of federal laws and regulations played a major role in creating 
Chrysler's difficulty. For these reasons, some federal assistance should 
be considered. But no assistance should be extended unless it is earned, 
and unless the toughest possible safeguards protect the taxpayers' guarantees. 

Lugar listed 4 basic principles which are embodied in his bill but not in 
the Administration bill: 

l.) All conmi tments must be known in advance. Said Lugar, "No 
Hoosier farmer buys a pig in a poke, and I will not force him to do so 
involuntarily by putting up his tax dollars before the hard cash of the 
other parties is on the table." 

2.) The rivate assistance must demonstrate a will to make sacrifices, 
and must exce e e liC portIon 0 e pac age. ugar explalne , 
"Chrysler and its fnendS are the initiators ora private relief measure, 
and as such should bear the greatest burden. This may not be the last 
sacrifice which the bankers, stockholders, and employees of Chrysler 
are asked to make. Better that the American people find out now how 
determined to save itself the Chrysler family really is." 

3.) The t rotection. 
Lugar state, e e eral loan guarantee IS t e in ispensable element 
which will catalyze all other components of this reaction. As the most 
essential element it deserves the greatest security against 10ss ... " 

4.) The chance of retetition must be minimized. Lugar explained, 
''This means simply that t e terms of the guarantee nrust be so stern and 
so demanding that other potential applicants are dissuaded and not 
stimUlated." 

"A bill which observes these principles can give Chrysler a chance to 
return to health, without risk to the taxpayers' money. It's our duty 
to drive a very tough bargain, and if Chrysler is serious about survival 
it wi 11 come to terms." 
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COMPARISON OF PROPOSALS 

LUllar Administration Riegle 
Total Level of $4.1 billion $3.0 billion 
Assistance 

Federal Share 1.0 billion 1.5 billion 

l,;er .. lll.Cat,lon 01" 7 member Board Sec. of Treasury 3 cabinet member 
Guarantee Requiremen1 board 

worKer l,;Ont,rlout,lon 3 year wage freeze stock purchases up to 
~100 m. none 

t'rlorlt,y Federal interest federal interest may pe 
superior ~aived Qy Sec of Treas. federal int s~erior 

use 01 reaeral Funds in a 3-2 ratio 80,81 @ Sec. 's discretion no provision 
on standby bas.82.3 

i.:jt,OCK ijaLe $50 t4 as preconditioll 
for ~uarantees 81.2.3 none none 

LegaL rrOT.ec .. l.ons full protection of may be waived by Sec. may be waived by 
of Federal Interest federal interest board. 

uuaran .. ee Llmlt 

10 "yean: 10 years 10 years 
EijUr 

none none -.1230 M "plan 
rayrnenL 01 lJlvl.denas prohibition may be 
During Guarantees "prohibited no provision waived. 

1 separate fund within 
Emergency Loan none none Treasury. 
Guarantep Fund 

Management Changes none yes yes 
by Federal Gov't. 

.. - .. 
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LlIGAR FINANCING PLAN 

(in miJJions) 

[-1980 1981 1982 lQ81 TOTAL 

FerlF:'ral (;uRrante~d Loansa h'-)()f' ?OO' 10[,{': H10h 1,000 

rlar;c Freeze Savin~sb IS) 1'79 748 1,408 

Stork Salec 50 50 

Non-federal d 900 300 200 ::'on 1,600 

1631 lO~9 

2716 37Sn 

hrncl~des UAW w~ges and benefits, non-UAW and managempnt wages, exc1ud p s 
ERl:~1\ benefits requi red by } aw, excludes non-UAW bene Ci ts for lack of data 

~ C'orun' .,n and preferred st oc k 

dNon-r:11ara!1teed loans and non-wap:e commitments 

eISSlIP'l 'm a 3-2 r'lt i,--, te> private I (;,qrIS and non-wage commitments 

fIssued ('n a 3-2 ratio to privat.e loans and non-stork commitments 

RIssllecl after private loans and non-wage commitments 

hIss'led after private loans and '"lon-wage commitment~' 

jMust ~~ sold prior t~ 1981. 1982, 1Q83 loan ~uarantees. 
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SUMMARY OF LUGAR PROPOSAL 

1. Provides $4 billion financial aid package. 

2. Estnbli~hes seven member Chrysler Reviev Board consisting of 
Secretary of Treasury, Secretary of Commerce, Secretary of Labor, 
Member of the Federal Reserve Board, and three businessmen. Five 
member constitute a quorum. 

3. Provides for a three year vage and benefit freeze for Ch:-ysler 
workers and management. 

4. Provides 1.0 billion in federal loan guarantees over a four' year period. 

5. Requires that the Board certify that: 

--Chrysler has a four year financing plan that viII meet {ts needs. 
--Coffiffiitments of the resources needed to fulfill the plan have been made. 
--$1.65 billion in private resources is available. 
--existing creditors have waived their rights to recover under prior 
credit ~ommitments. 
--credit is not otherwise available. 
--There is a reas'Jnable prospect of repayment. 

6. Requires a $50 miJlion stock sale upon vhich guarantees for 1981, 
1982, and 1983 are conditioned. 

7. Establishes yearly limits for the issuance of loan guarantees. 

8. Establishes a requirement that in 1980 and 1981 any federal guarantees 
issued must be used in cOlljunction vith private funds in a ratio of 
3-2. In 1982 and 1983 all private funds committed for these years 
must be utilized prior to the issuance of federal guarantees. 

9. Prohibits a stock dividend to be paid until loan guarantees are paid 
in full. 

10. Limits the term of the loan guarantees to a maximum of ten years. 

11. Provides for a guarantee fee of at least !:z of 1%. 

1::: • Pro'ii des fer frequent reports to Congress. 

13. Frm"ides for fuJI access to Chrysler financial records for GAO and the 
RC':ie'W Board. 

14. Federal government h?~; pr~ or.i ty. 

J5. Yearly appropriations proc"ess. 

16. Establishes the feueral government's right to enforce actions taken 
under the Act. 
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SElIJ\'j'(JP ),J CHARD G. LUGAR'S FLOOR REMARKS ON CHRYSLER CORPORATION 11-27-79 

Mr. President, I seek to draw the attention of the Senate to the 

Chrysler Corporation, whose financia] crisis and plea for taxpayer assistance 

now occ~py the agenda of the Senate Banking Committee and soon, possibly, 

the fenate itself. I address this issue after parti cipati(m in six days of 

intensive hearings; on a first-hand acquaintance with Chrysler operations 

in Indiana, which is second only to Michigan in Chrysler activities; and on 

my active involvement in Congress' other recent experience with a socially 

complex, politically powerful entity. New York City. 

I mention New York City because several parallels are obvious. Neither 

New 'Cork City 81' Chrysler would have engaged the attentim; of Congress but 

for its size and its political muscle. Last year, 7000 basinesses failed in 

thi~ country without so much as a memorial service in this chamber. But 

we are told that Chrysler's sheer size, like that of New York, makes its 

financial salvation a matter of the highest national un::ency. 

Solely on the basis of size, we are asked to suspend the rules of fair' 

competition for credit; to place, through federal loan guarantees, a large 

losing company at the front of the loan window line ahead of smaller, more 

creditworthy enterprises and entrepreneurs. Solely on the basis of size, 

we are asked to void in one special case the inescapable concomitant to the 

economic right to succeed--the right to fail. 

A brand new federal law em bankruptcy and reorganization, a comprehensive 

safety net of unemployment insurance, food stamps, and other income pro

tections ... we are told that all these mechanisms are inadequate to their 

assigned tasks, solely on the basis of Chrysler's size. 

I do not belittle the impact of a Chrysler failure. On the contrary, 
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fey ~enators are more ayare or more concerned. 17,170 Hoosiers in direct 

Chrysler employment, many concentrated in communities yhere the company 

payroll takes in 12 to 14 ppr cent of the entire population, have made 

certai n that I kney ever:., a~;pect of a grim predicament. 

Nor do I disparage the argument that Congress should help repair damage 

yhich the Congress has inflicted. No honest observer can dismiss the causa

tive role of federal lays and regu]ations--sometimes sensible, sometimes 

fatuous, alyays Yell-intentioned, alyays very costly--in bringing on this 

emergency. These requirements, yhatever their individual merit, have had 

a ~umulative effect on Chrysler's cost structure yhich has been devastating. 

I ha':o offered legislat ion yhi ch addresses this aspect of the problem, but 

enth:ls:i asm in the committees yhose previous judgments are in question has 

been predictably non-existent. 

hccnriin~~y, I have inspected very carefully the plan brought to the 

Senate by the company and its yould-be joint venturer, the Carter Admini

stration. I have analyzed it yith tyO thoughts in mind: 1.) Will the plan, 

if implemented, succeed in preserving the 140,000 jobs in jeopardy? and 

2.) Does the plan meet reasonable standards of borroyer r.ontribution and 

lender rrotection yhich should be observed before the Congress puts the 

taxpayers' dollars at extraordinary risk? My conclusion, and my report to 

my fellow Senators today, is that the Administration plan fails totally on 

both C'':)unts. 

Fredicated on falseJy optimistic assumptions, the Administration bill viII 

only forestall and not avert a Chrysler bankruptcy. The market for ney cars 

yill no~ produce 9.6 milLon ~'ales ;rl the 1I.S.!n J'I8n as contemplated by the 

Administration plan, next year or anytime in the forpseeablc> future. Expert 
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testimony consistently has placed this projection in the vicinity of 9 or 

even 8 million sales per year. Persistent inflation, along with continued 

uncertR:nty about for~ign oil supplies, a~ply illustrated by events taking 

place at this I:loment, have rewritten the guidelines whicrl once governed 

the transportation choices of American consumers. 

Moreover, the principle that extraordinary relief should be accompanied 

by extraordinary protections for the taxpayers~ a notion recognized and 

embodied in the New York City legislation, is ignored jn the Administration 

bill. The federal loan guarantees would be by far the lar~est single com

mitn'O'nt in the package; they would stand behind other creditors in the event 

of failure; and the whole arrangement would be overseen not by an independent, 

he..rdheaded review authority, but rather by one Cabinet depa.rtment which has 

alrea~y revealed its vulnerability to political pressure in this controversy. 

Thus, the scenario posited by Chrysler and its allies---$1.5 billion of 

federally-ba':ked loans versus a 1"ss of billions in unemployment costs--

is a false and misleading choice. If we follow their plan, we will throw 

e..way $1.5 billion of te..xpayer money, and incur the job losses and other costs 

as well. 

Hr. President, then' is !'l suspicion at large among the American people 

that nene of the usual rilles apply to the big in our society; that Big 

':}overJ1..ment can exempt itself from Lhe rules of sound budgeting; that Big 

Business can enjoy special treatment from the regulatory or judicial systems; 

that Big Labor together with BiV- Business can :>uspend the l'ules of free 

competition and coerce the taxpayers into perpetual subsidies of their 

inefficiency and their special privileges. 
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Any Chrysler aid package must serve to reinforce and not undermine the 

principles of fairness and equal treatment, to require of the big the same 

degree of sacrifice and the same severity of terms which the small would 

expect to make in return for the compassionate largesse of their neighbors. 

I submit four basic principles which must apply before I can vote to risk 

the taxpayers' money on Chrysler's behalf. These are principles which were 

applied during the New York City debate in 1971, and which should apply with 

even more force when the petitioner is a private corporation rather than a 

major governmental entity. 

1.) All commitments must be known in advance. -- No Hoosier farmer buys 

a pig in a poke, and I will not force him to do so involuntarily by putting 

up his tax dollars before the hard cash of the other parties is on the table. 

These commitments must bear the certification of a reviewing entity other 

than the Secretary of the Treasury, so that we are certain that the non

federal funds are real dollars, and not illusory aid created through the 

mirrors of creative accounting. 

2.) The private assistance must demonstrate a will to make sacrifice, 

and must exceed the public portion of the package. This is not a matching 

funds exercise in which Congress is devising ways to induce non-federal 

spending in the public interest. Chrysler and its friends are the initia

tors of a private relief measure, and as such should bear the greatest burden. 

This may not be the last sacrifice which the bankers, stockholders, and 

employees of Chrysler ar~ asked to make. Better that the American people 

find out now how determined the Chrysler family is to save itself. 

~.) The taxpayers' money must have the highest degree of protection. 
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The federal loan guarantee is the indispensable element which will catalyze 

all other components of this reaction. As the most essential element it 

deserves the greatest security, in terms of both legal right and review 

mecrtanisms. Such security was establi shed for the New York City guarantees 

and, after much gnashing of bankers' teeth has been endured once again, it 

can be established in this case as well. 

4.) The chance of repetition must be minimized. This means simply that 

the terms of the guarantee must be so stern and so demanding that other 

potential applicants are dissuaded and not stimulated. Rigorous observation 

of the first three principles will produce this corollary result. 

Without a point-by-point itemization, suffice it to say that the Admini

str'ltion proposal and all its variations are oblivious to all these ideals. 

'Ihos,= Senators who subscribe to them confront the option of flatly opposing 

aid to Chrysler , or crafting a new plan consistent with these principles. 

I will offer the second option to my Banking Committee colleagues at Thursday's 

markup. 

In brief outline, I propose the following: 

1.) Increasing the amount of money to be raised by the Chrysler community 

--ma:1agemen~, labor, bankers, suppliers, and host communities--from $1.5 

to ab:',ut $3.0 bill:i on. This is to be accomplished through a 3-year freeze 

on a ~l management compensat ion; a 3-year freeze on ''[I.ges and some, not alI, 

benefits of hourly workers; a stock offering which produces $50 million in 

ne~ equity capital in 1980~ and a requirement that Chrysler assemble $1.6 

billion from all other sources. such as loans, sales of assets, additional 

stock offerings, credit and price concessjons by suppliers, and tax abatement 

and other relief from state and local governments. 



Chryl ~!~r ..... Par;e 6 

As originally presented to the Banking Committee, the Chrysler assistance 

..-c,uld vnmt tl.,) billion in subsidizeu loans while l~avinG untouched a ne .. 

unior; c~ ntract costing the company $l. '3 billion. In other .. ords, the taxpayers 

are to pick up the tab for a large pay increase even as the Company and the 

jobs of the workers in question face extinction. The company and its union 

expect to be excused, on the basis of bigness, from the kinds of sacrifices to 

.. hich the average struggling company and its worker~ have ausolutely na 

alternative. This is clearly intolerable, and my plan wou~d correct this 

unfairness. 

2.) Establishment of several layers of secnrity for the tax dollars .. hich 

will~'ad~ Chrysler loans. The guaranteed loans will have priority in the event 

of a p"f'neral default; the government-backed loans can ue drawn down only after 

the nen-federal funds are committed in prescribed ratios; all outstanding federal 

loans nu~t be repaid before dividends may be paid on either common or preferred 

stock; n:> loan can be €;uaranteed for a period greater than 10 years; and the 

guaranteed loan agreements must contain all affirmative and negative protective 

covenan~s customary in the private sector. 

Further protections .. ill guard the guaranteed funds ap:ainst reneging by 

the non-guaranteed contributors. No federal dollars .. ill be obligated until 

the b~ard has certified that all $1.6 billion of outsjde resources are in 

place. In the first two years, $3 of private funds must actually be utilized 

by Chrysler prior to the guarantee of $2 in federally f-uaranteed loans. In 

other words, commitments must actually be delivered on before each distri

bution of federal guarantees can be made. 

For instance, the State of Michip:an has prOI::1 sc rl to I e"all $100 million 

in retuY'rJ for a mortgage on the Chrysler headquarters in Detroit. That 
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constitutes a cCr:Jr.!itment, usable in reaching the $1.6 billion requirement. 

But this ~oan must actually be made before it qualifies to match $67 million 

of feieral guarantees in the prescribed 3 to 2 ratio. This insures that, 

at each step, risk is shared more than equally by the non-federal parties. 

3.) Creation of an independent review board charged with enforcing the 

terms of the loans and certifying to Congress that all conditions precedent 

to the federal guarantees have been met. The intent is to place the public's 

money under the stewardship of an entity less susceptible to political pres

sure than anyone single cabinet officer. 

Cnl~· after all these conditions are met 'Will $1. 0 biJ lion--a reduction of 

$500 million from the $1.5 billion in the Administration version, and about 

one fourth rather than one half of the total assistance rackage--be b9.cked 

by !,p,leral cuarantees. Because of the urgency of ChrysJ er' s immediate needs, 

and t.o inspire th~ confidence needed to secure private loans, concessions, 

and stock purehases, up to 60% of these guarantees would be available in the 

first year. The allo'Wable guarantees in the three later years 'Would be $200 

million, $100 million, and $100 million, respectiveJy. 

The total :r-esultinf, package of $4.1 bi 11 ion exceeds t!le Admini stration 

plan by over *1 billir·n. Ey incrca~ing the total (loJJar~; infused, the company 

wilJ have a chance te' survi ve and compete even und,'!' the recession conditions 

which are far more likely than the optimistic scenario underlying the current 

bill. Furthermore, by altering the cost structure of thp company favorably 

an::: dramatically, this pIau 'Would make Chrysler more cOT"retitive and more 

cr'2d~"':worthy in its own right. 

~·n---:iJe the Largest dollar amOllllt from non-guarantee ~~ources comes from 
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the hCJurJy wc:rke~ wage freeze, the level of sacrifice being asked of other 

pa~ties is equivalent. Shareh~ld~rs will see their equity diluted by as 

mu~h ~~ 15 to 20 y~r c~nt. Chrysler's lenders will be rrquired virtual)y 

t'::.' dO'J.bl,:, an '~)utstarJdillg loan balance about yhich they ~,re already under

standably nervous. Chrysler hourly workers, whose average wage already 

exce~ds that of the average American worker by 42%. will not be alone in this 

endeavor. At the end of the freeze. they will still be far better compensated 

than average workers in other industries, and this is before generous fringe 

bec!e:i ts and pension compensation j s considered. They are being asked to do 

Ii'- ;Ire than those thousands of less fortunate employees at smaller companies 

'who ',.r; J 1 struggle against bankruptcy this year without Convressional attention. 

I\7., ':fJllr~;day' s markup. we wi11 hear that these restricti, 'ns are unprere

dented, that we are violating the traditions of banking, of the stock market. 

of th~ collective bargaining process. But those who would take from the tax

payers an unprecedented assistance must be prepared to do the unprecedented 

in return. In any event. examples of federal preconditions affecting wages, 

h"urs, 2.nd terms cf employment abound already in the law, and we do no 

violence to tradition by adding one more instance. 

After the reporting of an unqualified bailout bill by the House Banking 

CorrJ!littee, one self-satisfied lobbyist was quoted as saying: that there was 

no significant opposition to the Chrysler demands. But the smug assumption 

that Chrysler, its union. and its bankers are toe big to be rejected has been 

dispelled during six days of searching inquiry led 1:-,- (Jur able committee 

chairman, Senator Willian Proxmire. Many members, T'erllaps a majority, have 

come te' the realization that the Administration bill and its clr-se variations 
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are rhort-term plJlitical copouts--too little aid to save the jobs, too little 

effclrt by the parties seeking the aid, and too little proteetion for the 

taxpayers vhose aid is scught. 

The easy course in this political season is the quick fix of a simple 

bailcut. But a bailed out boat still leaks. The course of courage is to de

manri. repairs as the price of the aid, repairs vhich give hrJpe that the bail ing 

is not in vain. That is the course and the plan which I offer today. 

--;'0 paraphrase Chrysler Chairman Lee Iococca, I'm not asking my colleagues 

to [,elY this plan on faith, I'm asking you to cumpare, and ther. to help the 

wnrkers and associates of Chrysler to help themselves, permanently, in a 

c'/perative venture vhich reaffirms rather than mocks the fundamental princi-

1,·le:.: -·f care for tax llollars and free competitive enterprise. 
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UNITED STATES SENATOR FOR INDIANA 

FOR A COMPETITIVE ECONOMY CRITICIZES LUGAR'S 
CHRYSLER COMPROMISE PACKAGE 

• 
December 6, 1979 

for release: 

,\ 

WASHINGTON--Senator Dick Lugar (R-Ind.) released the contents of a letter he received 
from the Council for a Competitive Economy criticizing his Chrysler aid package compromise 
for "watering down of the most objectional aspects of a bill to make it palatable to 
marginal opponents." The group's denunciation came one day after the bill was attacked 
by both UAW and Chrysler spokesmen for the opposite reason, that it is too stringent 
in its terms. 

Excerpts from the letter read as follows: 

"Your proposal is a compromise in the cynical sense only ... it is no 
compromise of the basic, dangerous principle this bill embodies." 

"We are on record opposing any government aid to Chrysler because it 
forces taxpayers to accept risks private investors are unwilling to 
take and because it stifles the market's natural channeling of assets 
to their most productive uses." 

" ... the union is sheltered from the consequences of uneconomic wage 
demands; But tbe solution is not to have the government further 
interfere in this process. Such~interference is what shelters the 
unions in the first place. Were the market left to its own devices, 
these people would quickly realize that unless they do something to 
help, Chrysler will go under." 

"Do not be fooled by the demagoguery that speaks of women and children 
being deprived if Chrysler goes under. The wives and children of 
Chrysler employees, of course, are easy to identify. Not so easy to 
see are the women and children who will suffer as a direct result of 
this bailout ... " 

"In the past 24 hours, UAW Region 3 head Dallas Sells has called my bill to save 
Chrysler, 'asinine,' and too demanding to be workable; meanwhile, the Council for 
a Competitive Economic has criticized my efforts as 'rising above principle,' and 
called for simply letting Chrysler fail," Lugar said. 

"After various individuals and groups have vented their steam and informed the public 
of how much difficulty they have in seeing any merit in my bill, I hope they will join 
with me, privately, and try to hammer out a consensus bill which saves jobs, protects 
the taxpayers' money, and moves everybody back to the private enterprise economy in 1 a manner which both Houses of Congress can accept by December 21," Lugar urged. 

(more) 

FOR MORE INFORMATION CALL (202) 224-7438 
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"Chrysler employees i.n Indiana have to realize that very powerful forces and arguments 
are lined up in Congress against any aid whatsoever," Lugar indicated. "Currently, 
the opponents of aid hold the upper hand, and very dramatic compromises will be 
required if a majority is to be assembled for helping the company. Dallas Sells may 
not prefer my bill, but the alternative is bankruptcy, and I'm not prepared to accept 
that wi thout a fight." 

The full text of the letter sent by 
group of businessmen devoted to the 
by the federal government, follows. 

the Council for a Competitive Economy, a national .. 
free market enterprise with a minimum of interference 
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(202) 544·3786 

Senator Richard Lugar 
United States Senate 
Washington, D.C. 20510 

Dear Senator Lugar: 

December 5, 1979 

The recent action of the Senate Banking Committee 
approving aid to the Chrysler Corporation involved, as we 
understand it, your compromise plan in large measure. 
Since you will presumably speak for the bill during floor 
debate in the Senate, we wish to put forth these comments 
for your consideration. 

The Tuesday, November 27, "Washington Post" quoted 
you assaying.your-compromise:"is based on the principle_ 
that, taxpayers should help::save-the Chrysler jobs, ,but 
only after driving a reasonable bargain in terms of real 
sacrifice by the workers, management, stockholders and 
bankers who are asking for help." 

For those of us--and the Council is not the only 
group--who oppose Federal help for Chrysler on principle, 
your compromiae circumvents the basic issue. Those who 
speak of "rising above principle"--as if political 
expediency were higher--are playing word games. Members 
of Congress who would rather debate the pros and cons of 
management decisions or the sacrifices to be made by 
Chrysler workers than the issue of whether the Federal 
government (read: taxpayers) ought to bailout businesses 
likewise avoid the primary issue. 

Your proposal is a compromise in the cynical sense 
only: a watering down of the most objectional aspects of 
a bill to make it palatable to marginal opponents. But it 
is no compromise of the basic, dangerous principle this 
bill embodies. 
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We are on record opposing any government aid to 
Chrysler because it forces taxpayers to accept risks 
private' investors are unwilling to take and because it 
stifles the market's natural channeling of assets to their .. 
most productive uses. 

Your compromise plan is subject to the same criti
cism. Worse, it extends government interference to stock
ownership arrangements and the wage negotiations between 
the company and the United Auto Workers. What started out 
as a simple bail-out, objectionable on its face, becomes a 
plan for even more encompassing government' involvement in 
the company's affairs. 

Your proposal is unnecessary if your concern is that 
those with the most at stake--employees, management, stock
holders and bankers--should have to "sacrifice" to save 
the company. Were the market left to its own devices, 
these people would quickly realize that unless they do 
something to help, Chrysler will go under. There's no 
need for the federal government to demand "sacrifices" 
that are naturally required by the workings of the free 
market. 

You are correct in implying-that the union is 
sheltered from the consequences-of-uneconomic-wagedemands: 
But the solution is not to have the government further 
interfere in this process. Such interference is what 
shelters the unions in the first place. The appropriate 
remedy is for the government to step back and let the 
labor market function. 

As we've testified before both the House and Senate 
Banking Committees, preserving jobs by propping up a 
failing company is good neither for the workers nor the 
rest of the economy. Jobs lost in a Chrysler failure or 
shrinkage will soon appear elsewhere in the auto and other 
industries. The demand for cars won't diminish because 
Chrysler fails; it will simply shift to other manufacturers. 
In addition, the $3-$4 billion diverted by this government 
manipulation to Chrysler would otherwise be available to 
others for the production of goods and services in greater 
demand. This means more attractive job opportunities for 
Chrysler employees and others. The idea, as you put it, 
"that taxpayers should help save Chrysler jobs" can lead 
only to British-style stagnation for the U.S. economy. 
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Finally, we repeat this point from our testimony to 
the Senate Banking Committee: "Do not be fooled by the 
demagoguery that speaks of women and children being de
prived if Chrysler goes under. The wives and children of 
Chrysler employees, of course, are easy to identify. Not 
so easy to see are the women and children who will suffer 
as a direct result of this bailout, those who will be 
deprived because $3 billion was diverted to Chrysler from 
entrepreneurs who would have created jobs and goods that 
more closely conform to the demands of consumers." 

Thank you for considering another view of this 
~ssue. 

RWW:ddm 

}Z2vR 
Richard W. Wilcke 
President 
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Calendar No. 496 
96TH CONGRESS S. 2094 

1ST SESSION 

[Report No. 96-463] 

To authorize loan guarantees for the benefit of the Chrysler Corporation. 

IN THE SENATE OF THE UNITED STATES 

DECEMBER 6 Oegislative day, NOVEMBER 29), 1979 

Mr. PROXMIRE, from the Committee on Banking, Housing, and Urban Affairs, 
reported the following bill; which was read twice and ordered to be placed on 
the calendar 

A BILL 
To authorize loan guarantees for the benefit of the Chrysler 

Corporation. 

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled, 

3 SHORT TITLE 

4 SECTION 1. This Act may be cited as the "Chrysler 

5 Corporation Loan Guarantee Act of 1979". 

6 DEFINITIONS 

7 SEC. 2. For purposes of this Act-
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1 (1) the term "Board" means the Chrysler Corpo-

2 ration Loan Guarl:\ntee Board established by section 3; 

3 (2) the term "borrower" means the Chrysler Cor-

4 poration, any of its subsidiaries or affiliates, or any 

5 other entity the Board may designate from time to 

6 time which borrows funds for the benefit or use of the 

7 Corporation; 

8 (3) the term "Corporation" means the Chrysler 

9 Corporation and its subsidiaries and affiliates; 

10 (4) the term "financing plan" means a plan de-

II signed to meet the financing needs of the Corporation 

12 as reflected in the operating plan and indicating in ac-

13 cordance with the requirements of section 8 the 

14 amounts to be provided at dates specified (for each 

15 year of the plan) from internally generated sources (in-

16 cluding earnings and cost reduction measures), from 

17 loans guaranteed under this Act, and from nonfederally 

18 guaranteed assistance as required pursuant to section 

19 4(a)(3); 

20 (5) the term "fiscal year" means the fiscal year of 

21 the Corporation; 

22 (6) the term "going concern" means a corporation 

23 the net earnings of which, as projected in the plan re-

24 quired under section 4(a)(2), are determined to be suffi-

25 cient to maintain long-term profitability after taking 
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3 

1 into account probable fluctuations m the automobile 

2 market, and which meets such other tests of viability 

3 as the Board shall prescribe; 

4 (7) the term "labor organization" has the same 

5 meaning as in section 2 of the Labor-Management Re-

6 lations Act, 1947; 

7 (8) the term "operating plan" means a document 

8 detailing production, distribution, and sales plans of the 

9 Corporation, together with the expenditures needed to 

10 carry out those plans (including budget and cash flow 

11 

12 

13 

projections), on an annual basis, and an energy effi

ciency plan setting forth steps to be taken by the Cor

poration to reduce United States dependence on petro-

14 leum, in accordance with section 4(a)(2); 

15 (9) the term "persons with an existing economic 

16 stake in the health of the Corporation" means banks, 

17 financial institutions, and other creditors, suppliers, 

18 dealers, stockholders, labor unions, employees, man-

19 agement, State, local, and other governments, and oth-

20 ers directly deriving benefit from the production, distri-

21 bution, and sale of products of the Corporation; and 

22 

23 

24 

25 

(10) the term "wages and benefits" means any di

rect or indirect compensation paid by the Corporation 

to employees of the Corporation and shall include, but 

is not limited to, amounts paid in accordance with 
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1 wage scales, straight time hourly wage rates, base 

2 wage rates, base salary rates, salary scales, and peri-

3 odic salary grades, overtime premiums, night shift pre-

4 miums, vacation payments, holiday payments, reloca-

5 tion allowance, call-in pay, bonuses, bereavement pay, 

6 jury duty pay, paid absence allowances, short-term 

7 military duty pay, paid leaves of absence, holiday pay 

8 including personal holidays, and medical, health, acci-

9 dent, sickness, disability, hospitalization, insurance, 

10 penSIOn, educational, and supplemental unemployment 

11 benefits. 

12 CHRYSLER CORPORATION LOAN GUARANTEE BOARD 

13 SEC. 3. There is established a Chrysler Corporation 

14 Loan Guarantee Board which shall consist of the Secretary 

15 of the Treasury who shall be the Chairperson of the Board, 

16 the Chairman of the Board of Governors of the Federal Re-

17 serve System, and the Comptroller General of the United 

18 States. 

19 AUTHORITY FOR COMMITMENTS FOR LOAN GUARANTEES 

20 SEC. 4. (a) Subject to the provisions of this Act, the 

21 Board, on such terms and conditions as it deems appropriate, 

22 may make commitments to guarantee the payment of princi-

23 pal and interest on loans to a borrower only if at the time the 

24 commitment is issued, the Board determines that-
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1 (1) the commitment is needed to enable the Cor-

2 poration to continue to furnish goods or services, and 

3 failure to meet such need would adversely and serious-

4 ly affect the economy of, or employment in, the United 

5 States or any region thereof; 

6 (2)(A) the Corporation has submitted to the Board 

7 a satisfactory operating plan (including budget and 

8 cash flow projections) for the 1980 fiscal year and the 

9 next succeeding five fiscal years demonstrating the 

10 ability of the Corporation to continue operations as a 

11 going concern in the automobile business, and after 

12 December 31, 1983, to continue such operations as a 

13 going concern without additional guarantees or other 

14 Federal financing; and 

15 (B) the Board has received such assurances as it 

16 shall require that the operating plan is realistic and 

17 feasible; 

18 (3) the Corporation has submitted to the Board a 

19 satisfactory financing plan which meets the financing 

20 needs of the Oorporation as reflected in the operating 

21 plan for the period covered by such plan, and which 

22 includes an aggregate amount of nonfederally guaran-

23 teed assistance of at least $1,430,000,000 as deter-

24 mined under subsection (b)-
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1 operating plan submitted under paragraph (2) or the fi-

2 nancing plan submitted under paragraph (3). 

3 (b)(1) For the purpose of computing the aggregate 

4 amount of at least $1,430,000,000 in nonfederally guaran-

5 teed assistance required to be provided under subsection 

6 (a)(3)-

7 (A) the term "financial commitment" means a le-

8 gaIly binding commitment to provide additional nonfe-

9 derally guaranteed assistance to meet the financing 

10 needs of the Corporation in excess of any such commit-

11 ments outstanding as of October 17, 1979; 

12 (B) the term "concession" means a legally binding 

13 commitment (or in the case of a concession from a 

14 State, local, or other government, a concession for 

15 which the Board has received adequate assurances) 

16 which will result in a reduction in the financing needs 

17 of the Corporation by an amount which is more than 

18 the amount of any reduction accomplished by any con-

19 cessions outstanding as of October 17, 1979, and, ex-

20 cept for a loan or other credit, shall be nonrecoupable; 

21 (C) the term "capital" means sales of equity secu-

22 rities, any other transactions involving non-interest-

23 bearing investments in the Corporation, or subordinat-

24 ed loans on which payment of principal and interest is 

25 deferred until after all guaranteed loans are repaid; and 
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1 (A) from financial commitments or conces-

2 sio.ns from persons with an existing economic 

3 stake in the health of the Corporation in excess of 

4 commitments or concessions outstanding as of Oc-

5 tober 17, 1979, or from other persons; 

6 (B) from capital to be obtained through 

7 merger, sale of securities or otherwise after Octo-

8 ber 17, 1979; and 

9 (C) from cash to be obtained from the dispo-

10 sition of assets of the Corporation after Octobel 

11 17,1979; 

12 (4) the Corporation has commitments for all E 

13 nancmg contemplated by the financing plan and th~ 
14 such financing is adequate (taking into account tl 

15 amount of guarantees to be made available and tl 

16 amount of wages and benefits not to be paid as a reSl 

17 of section 6) to meet all the Corporation's projected 

18 nancing needs during the period covered by the fina: 

19 ing plan; and 
20 (5) the Corporation's existing creditors have Cf 

21 fied to the Board that they will waive their right! 

22 recover under any prior credit commitment which . 

23 be in default unless the Board determines that the 

24 ercise of those rights would not adversely affect 
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1 (D) the amount of "cash to be obtained from the 

2 disposition of assets of the Corporation" shall be deter-

3 mined by the Board based on a conservative estimate 

4 of the minimum value realizable in a sale, with refer-

5 ence to the potential circumstances surrounding such a 

6 sale. 
7 (2) In computing the aggregate amount of at least 

8 $1,430,000,000 in nonfederally guaranteed assistance re-

9 quired to be provided under subsection (a)(3), there shall be 

10 excluded-
11 (A) the extent of any contribution, concessIOn, or 

12 other element that does not actually and substantively 

13 contribute to meeting the Corporation's financing needs 

14 as defined in the financing plan required by this sec-

15 tion; and 
16 (B) deferral of any dividends on common or pre-

17 ferred stock outstanding as of October 17, 1979. 

18 (c) The aggregate amount of nonfederally guaranteed 

19 assistance of at least $1,430,000,000 required to be provided 

20 under subsection (a) shall include-

21 (1) at least $500,000,000 from United State! 

22 banks, financial institutions, and other creditors, 0 

23 which-
(A) at least $400,000,000 shall be new loan 

or credits, in addition to the extension of the fu' 
24 

25 
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1 principal amount of any loans committed to be 

2 made but not outstanding as of October 17, 1979; 

3 and 

4 (B) at least $100,000,000 shall be conces-

5 sions with respect to outstanding debt of the Cor-

6 poration; 

7 (2) at least $150,000,000 shall be from foreign 

8 banks, financial institutions, and other creditors in the 

9 form of new loans or credits, in addition to the exten-

10 sion of the full principal amount of any loans commit-

11 ted to be made but not outstanding as of October 17, 

12 1979; 

13 (3) at least $300,000,000 shall be from the dispo-

14 sition of assets of the Corporation; 

15 (4) at least $250,000,000 shall be from State and 

16 local governments; 

17 (5) at least $180,000,000 shall be from suppliers 

18 and dealers, of which at least $100,000,000 shall be in 

19 the form of capital as defined in subsection (b); and 

20 (6) at least $50,000,000 shall be from the sale of 

21 additional equity securities. 

22 The Board may, as necessary, modify the amounts of assist-

23 ance required to be provided by any of the categories referred 

24 to in this subsection, so long as the aggregate amount of at 
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1 least $1,430,000,000 in nonfederally guaranteed assistance 

2 is provided under s~bsection (a)(3). 

REQUIREMENTS FOR LOAN GUARANTEES 
3 

4 

5 

6 

7 

8 

SEC. 5. (a) A loan guarantee may be issued under this 

Act only pursuant to a commitment issued under section 4. 

The terms of any such commitment shall provide that a loan 

guarantee may be issued under this Act only if at the time 

the loan guarantee is issued, the Board determines that

(1) credit is not otherwise available to the Corpo-
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

ration under reasonable terms or conditions sufficient 

to meet its financing needs as reflected in the financing 

plan; 
(2) the prospective earning power of the Corpora· 

tion, together with the character and value of the secu

rity pledged, furnish reasonable assurance of repaymen 

of the loan to be guaranteed in accordance with it 

terms; 
(3) the loan to be guaranteed bears interest at 

rate determined by the Board to be reasonable whic 

shall not be more than the current average yield 0 

outstanding obligations guaranteed by the Unit~ 
States with remaining periods to maturity comparab 

to the average maturity of such loan; 

(4) the operating plan and the financing plan 

the Corporation continue to meet the requirements 
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1 section 4 and appropriate revisions to such plans (in-

2 eluding extensions of such plans to cover the then cur-

3 rent six-year period) have been submitted to the Board 

4 to meet such requirements; 

5 (5) the Corporation is in compliance with such 

6 plans; 

7 (6) the Board has received such assurances as it 

8 may require that such plans are realistic and feasible; 

9 (7) the Corporation has agreed for as long as 

10 guarantees issued under this Act are outstanding-

11 (A) to have prepared and submitted on or be-

12 fore the thirtieth day preceding each fiscal year 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

beginning after December 31, 1980, a revised op

erating plan and financial plan which cover the 

six-year period commencing with such fiscal year 

and which meet the requirements of section 4; 

and 

(B) to prepare and deliver to the Board with

In one hundred and twenty days following the 

close of each fiscal year, an analysis reconciling 

the Corporation's actual performance for such fis

cal year with the operating plan and the financial 

plan in effect at the start of such fiscal year; and 

(8) the borrower is in compliance with the terms 

and conditions of the commitment to issue the guaran-

-._---
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

12 

tees required by the Board pursuant to section 9(b), 

except to the extent that such terms and conditions are 

modified, amended, or waived by the Board. 

(b) Any determination by the Board that the conditions 

established by this Act have been met shall be conclusive, 

and such determination shall be evidenced by the issuance of 

the guarantee or commitment for which such determination is 

required. The Board shall transmit to the appropriate com

mittees of the Congress a written report setting forth each 

such determination under this Act and the reasons therefor 

not less than fifteen days prior to the issuance of any guaran

tee. The validity of any guarantee when made by the Board 

under this Act shall be incontestable in the hands of a holder, 

except for fraud or material misrepresentation on the part of 

such holder. The Board is authorized to determine the form 

in which any guarantee made under this Act shall be issued 

(c) The Board shall prescribe and collect no less fre 

quently than annually a guarantee fee in connection wit 

each guarantee made under this Act. Such fee shall be sufI 

cient to compensate the Government for all of the Gover 

ment's administrative expense related to the guarantee, 1 

in no case may such fee be less than 1 per centum per ann 

23 of the outstanding principal amount of loans guarant 

24 under this Act computed daily. 



( 

r
r 

13 

1 (d) To the maximum extent feasible, the Board shall en-

2 sure that the Government is compensated for the risk as-

3 sumed in making guarantees under this Act, and for such 

4 purpose the Board is authorized to-

5 (1) prescribe and collect a guarantee fee in addi-

6 tion to the fee required by subsection (c); 

7 (2) enter into contracts under which the Govern-

8 ment, contingent upon the financial success of the Oor-

9 poration, would participate in gains of the Oorporation 

10 or its security lolders; or 

11 (3) use other instruments deemed appropriate by 

12 the Board. 

13 (e) All amounts collected by the Board pursuant to sub-

14 sections (c) and (d) shall be deposited in the Treasury as mis-

15 cellaneous receipts. 

16 REQUIREMENTS APPLICABLE TO EMPLOYEES 

17 SEC. 6. (a) No loan guarantee may be issued under this 

18 Act if at the time of issuance or the proposed issuance the 

19 Board determines that-

20 (1) the o orporation , before September 13, 1982, 

21 has entered into and not revised, implemented, or con-

22 tinued an agreement with a labor organization which 

23 directly or indirectly-
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

14 

(A) increases wages and benefits beyond the 

levels and amounts provided on September 13, 

1979, except that-

(i) nothing III this section limits in

creases in the Corporation's contribution to

ward premiums to be paid between Septem

ber 14, 1979, and September 13, 1982, rela

tive to the maintenance of medical benefits in 

effect on September 13, 1979, except that 

the amount of such increases may not exceed 

$65,000,000; 

(ii) the Corporation may increase basic 

pension benefits in accordance with terms of 

any collective bargaining agreement to the 

extent that the cost of such increased pen

sion benefits to the Corporation during the 

period of September 14, 1979, through Sep

tember 13, 1982, does not exceed 

$23,000,000 in addition to amounts neces

sary to comply with the Employee Retire

ment Income Security Act of 1974; 

(B) increases wages and benefits according to 

a cost-of-living allowance or other mechanism 

providing automatic wage and benefit increases 

reflecting fluctuations in foreign or domestic con-
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4 

5 

6 

7 

8 

9 

10 

11 

12 

15 

sumer price indexes relative to price inflation, liv

ing costs, or consumer purchasing power; 

(C) grants automatic or periodic wage and 

benefit increases in accordance with an annual im-

provement factor or a similar mechanism of any 

kind; 

(D) provides wage and benefit increases in 

excess of the rates or amounts provided by the 

Corporation on September 13, 1979, relative to 

incentive job classifications; or 

(E) provides any wage and benefit increases 

on a deferred basis; or 

13 (2) for any fiscal year beginning before December 

14 31, 1982, the total annual cost to the Corporation of 

15 wages and benefits for employees not represented by a 

16 labor organization exceeds the total annual cost of such 

1 7 wages and benefits for such employees for the fiscal 

18 year ending December 31, 1979, unless the excess re-

19 sults from increases in the Corporation's production 

20 level, as determined by the Board. 

21 (b) The limitations set forth in subsection (a) of this sec-

22 tion shall not apply to any increase in wages or benefits re-

23 quired by law. 

24 (c) Any increase in the wages and benefits of a person 

25 employed by the Corporation resulting from reclassification 
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1 or reevaluation of a job or a promotion effected in order to 

2 evade the provisio~s of this section shall be considered an 

3 indirect form of compensation. 

4 (d) After September 13, 1981, if the Board deter· 

5 mmes-

6 (1) that the total aggregate amount of financia 

7 assistance required by the Corporation under the fi 

8 

9 

10 

11 

12 

nancing plan pursuant to section 4 exceeds, by a sped 

fied amount, the Corporation's needs, as defined in re 

vised plans pursuant to sections 5(a)(4) and 5 (a)(7)(A) 

(2) that a reduction of not to exceed such specifiel 

amount in the total aggregate amount of financial af 

13 sistance required will not impair the ability of the COl 

14 poration to continue as a going concern, or to met 

15 such other tests of viability as the Board shall prt 

16 scribe; and 

17 (3) that the Corporation is in compliance with 3 

18 terms and conditions imposed under this Act; 

19 then the Board may-

20 

21 

22 

23 

24 

25 

(A) permit the Corporation to negotiate and ent 

into an agreement with a labor organization and wi 

employees not represented by a labor organizati, 

which increases the levels and amounts of wages a; 

benefits for the period from September 14, 19~ 

through September 13, 1982, beyond the levels a 
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1 amounts in effect on September 13, 1979, so long as 

2 

3 

the Board determines that the amount of such increase 

does not exceed 50 per centum of the specified amount 

4 of the reduction in the total aggregate amount of finan-

5 cial assistance required; and 

6 (B) when any such agreement becomes effective, 

7 reduce the amount available for Federal loan guaran-

8 tees or commitments to guarantee and the amount of 

9 nonfederally guaranteed assistance to be obtained, each 

10 by not to exceed 25 per centum of the specified 

11 amount of such reduction. 

12 (e) If the Board determines that cash contributions from 

13 labor organizations or employees are legally committed so 

14 that the total contributions from employees and labor organi-

15 zations during the period of September 13, 1979, through 

16 September 13, 1982, wiil exceed the total amount of wages 

17 and benefits not paid as a result of subsection (a), the Board 

18 may permit an increase in the levels and amounts of 

19 employee wages and benefits beyond the levels and amounts 

20 in effect on September 13, 1979, which would otherwise be 

21 prohibited by subsection (a), if (1) such increase will not im-

22 pair the ability of the Corporation to continue as a going 

23 concern, or to meet such other tests of viability as the Board 

24 shall prescribe, and (2) the amount of such increase does not 

25 exceed the amount of the cash contributions committed. 
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1 EMPLOYEE STOCK OWNERSHIP 

2 SEC. 7. (a) No guarantee or commitment to guarantee 

3 any loan may be made under this Act until the Corporation, 

4 in a written agreement with the Board which is satisfactory 

5 to the Board, agrees-

6 (1) to establish a trust which forms part of an em-

7 ployee stock ownership plan meeting the requirements 

8 of subsection (c); 

9 (2) to make employer contributions to such trust 

10 in accordance with such plan; and 

11 (3) to issue the additional shares of qualified com-

12 mon stock at such times as such shares are required to 

13 be contributed to such trust. 

14 (b) No guarantee or commitment to guarantee any loan 

15 may be made under this Act after the close of the one hun· 

16 dred and eighty-day period beginning on the date of the en· 

17 actment of this Act unless the Corporation has established a 

18 trust which forms part of an employee stock ownership plan 

19 meeting the requirements of subsection (c). 

20 (c) An employee stock ownership plan meets the reo 

21 quirements of this subsection only if-

22 (1) such plan is maintained by the Chrysler Cor· 

23 poration; 

24 (2) such plan satisfies the requirements of section 

25 4975(e)(7) of the Internal Revenue Code of 1954 (de· 
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1 termined without regard to subparagraph (A) of section 

2 410(b)(2) of such Code); and 

3 (3) such plan provides that-

4 (A) employer contributions to the trust may 

5 be made only in accordance with requirements of 

6 subsection (d), 

7 (B) each participant in the plan has a nonfor-

8 feitable right to the participant's accrued benefit 

9 under the plan, 

10 (C) each employer contribution to the trust 

11 shall be allocated in equal amounts to the ac-

12 counts of all participants in the plan, and 

f' ?' 
I 

13 (D) distributions from the trust under the 

14 plan will be made in accordance with the require-

15 ments of section 401 (k)(2) (B) of the Internal Rev-

16 enue Code of 1954. 

17 (d)(1) Employer contributions meet the requirements of 

18 this subsection only if such contributions-

19 (A) will total not less than $250,000,000 before 

20 the close of the four-year period beginning not later 

21 than the one hundred and eightieth day after the date 

22 of the enactment of this Act, 

23 (B) are made in such amounts and at such times 

t 24 that at no time during such four-year period will the 

25 amount of employer contributions to the trust be less 
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than the amount such contributions would have been if 

made in installments of $62,500,000 made at the end 

of each year in such period, and 

(C) are made in the additional qualified common 

stock which the Corporation issues by reason of sub

section (a)(3). 

7 (2)(A) In the case of a qualified loan to the trust for the 

8 purchase of qualified common stock-

9 (i) the amount of such stock purchased with the 

10 proceeds of such loan shall be treated for purposes of 

11 paragraph (1) as an employer contribution to the trust, 

12 and 

13 (ii) subparagraph (C) of paragraph (1) shall not 

14 apply. 

15 (B) For purposes of subparagraph (A), the term "quali-

16 fied loan" means any loan-

17 (i) which may be repaid only in substantially equal 

18 installments, 

19 (ii) which has a term of not more than ten years, 

20 and 

21 (iii) the proceeds of which are used only to pur-

22 chase an amount of the additional qualified common 

23 stock which the Chrysler Corporation issues by reason 

24 of subsection (a)(3). 
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1 (e) For purposes of this section, the term "qualified 

2 common stock" means stock of the class of common stock of 

3 the Corporation which is outstanding on October 17, 1979, 

4 and which is readily tradeable on an established securities 

5 market. 

6 (0 An amount equal to $250,000,000 of the additional 

7 qualified common stock issued by the Corporation by reason 

8 of subsection (a)(3) shall not be treated for purposes of this 

9 Act as assistance received by the Corporation from other 

10 than the Federal Government pursuant to section 4(c). 

11 LIMITATIONS ON GUARANTEE AUTHORITY 

12 SEC. 8. (a) The authority of the Board to extend guar-

13 antees under this Act shall not at any time exceed 

14 $1,250,000,000 in the aggregate principal amount outstand-

15 ing, which amount shall be reduced by the amount of any 

16 repayments, other than any repayment of a loan which is 

17 repaid within one year of the date on which the loan is made. 

18 (b) During the fiscal year ending on December 31, 

19 1980, not to exceed the lesser of $783,000,000 or 87 per 

20 centum of the amount of nonfederally guaranteed assistance 

21 to be made available during such year and taken into account 

22 for the purpose of section 4(a)(3)(A) shall "be available for 

23 loan guarantees under this Act. 

24 (c) During the fiscal year ending on December 31, 

25 1981, not to exceed the lesser of-
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(1) the sum of (A) $261,000,000, and (B) 

$783,000,000, which shall be reduced by the principal 

amount of loans guaranteed prior to January 1, 1981, 

4 and not repaid within one year after the loans were 

5 made; or 

6 (2) 87 per centum of the amount of non-Federal 

7 

8 

9 

financial assistance to be made available during such 

year and taken into account for the purpose of section 

4(a)(3)(A) of this Act, 

10 shall be available for loan guarantees under this Act. 

11 (d) During the fiscal year ending on December 31, 

12 1982, not to exceed the sum of-

13 

14 

(1) $103,000,000; and 

(2) $1,044,000,000, which shall be reduced by 

15 the principal amount of loans guaranteed prior to J an-

16 uary 1, 1982, and not repaid within one year after the 

17 loans were made, 

18 shall be available for loan guarantees under this Act. 

19 (e) During the fiscal year ending on December 31, 

20 1983, not to exceed the sum of-

21 (1) $103,000,000; and 

22 (2) $1,147,000,000, which shall be reduced by 

23 the principal amount of loans guaranteed prior to J an-

24 uary 1, 1983, and not repaid within one year after the 

25 loans were made, 



23 

f ~ 

1 shall be available for loan guarantees under this Act. 

2 (0 Notwithstanding subsections (d) and (e), no guarantee 

3 may be made during fiscal year 1982 or 1983 unless, prior to 

4 the issuance of any guarantee during such year, the Corpora-

5 tion has received at least $115,000,000 in each such year in 

6 nonfederally guaranteed assistance required pursuant to sec-

7 tion 4. 

8 TERMS AND CONDITIONS OF LOAN GUARANTEES 

9 SEC. 9. (a) Loans guaranteed under this Act shall be 

10 payable in full not later than December 31, 1990, and the 

11 terms and conditions of such loans shall provide that they 

12 cannot be amended, or any provision waived, without the 

• ~ 13 Board's consent. 1 

14 (b) Any commitment to issue guarantees entered into 

15 pursuant to this Act shall contain all the affirmative and neg-

16 ative covenants and other protective provisions that the 

17 Board determines are appropriate. The Board shall require 

18 security for the loans to be guaranteed under this Act at the 

19 time the commitment is made, subordination of existing loans 

20 to the Corporation to the loans to be guaranteed, and prohibi-

21 tion of the payment of dividends on any common or preferred 

22 stock issued by the Corporation while any guaranteed loan is 

23 outstanding. Under no circumstances shall any loan guaran-

e 24 teed under this Act be subordinated to any future loan to the 

25, Corporation. 
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e 1 determines such sale is likely to impair the ability and capac-

2 ity of the Corporation to repay the guaranteed loans as 

3 scheduled, or to impair the ability of the Corporation to con-

4 tinue as a going concern or to meet such other tests of viabil-

5 ity as the Board shall prescribe, the Board shall not issue any 

6 further guarantees for loans under this Act, and all guaran-

7 teed loans made prior to such determination shall be due and 

8 payable in full. 

9 (c) If the Corporation enters into any contract, including 

10 but not limited to future wage and benefit settlements, having 

11 an aggregate value of $10,000,000 or more, the Board shall 

12 determine and certify that the performance of the obligations 

f tt;d 
13 of the Corporation pursuant to such contract will not reduce 

14 the ability of the Corporation to repay the guaranteed loans 

15 as scheduled, will not conflict with the Corporation's operat-

16 ing plan or financing plan as required under this Act, and will 

17 not impair the ability of the Corporation to continue as a 

18 going concern or to meet such other tests of viability as the 

19 Board shall prescribe. If in any case such determination and 

20 certification cannot be made, the Board shall not issue any 

21 further guarantees for loans under this Act until such certifi-

22 cation can be made, and all loans guaranteed under this Act 

23 shall be due and payable in full. 

24 (d) The Board shall be entitled to recover from the bor-

25 rower, or from any other person liable therefor, the amount 
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I 1 of all payments made pursuant to any guarantee entered into 

I 2 under this Act, and upon making any such payment, the 

j 3 Board shall be subrogated to all the rights of the recipient 
, 

I 4 thereof. 

i 5 (e) The remedies provided in this Act shall be cumula-I 
i , 

6 tive and not in limitation of or substitution for any other rem-I 
! 

I 7 edy available to the Board or the United States. 

8 (f) The Board may bring action in any United States I 
I 

9 district court or any other appropriate court to enforce com-I 
! 
I 

10 pliance with the provisions of the Act or any agreement re-I , 

11 lated thereto and such court shall have jurisdiction to enforce 

:1 

12 such compliance and enter such orders as may be appropri-

~ I 13 ate. 

j 14 (g) A loan shall not be guaranteed under this Act if the 

I 15 income from such loan is excluded from gross income for pur-

16 poses of chapter 1 of the Internal Revenue Code of 1954 or if 

17 the guarantee provides significant collateral or security to 

18 other obligations, the income from which is so excluded. 

19 (h) If any provision of this Act is held to be invalid or 

20 the application of such provision to any person or circum-

21 stance is held to be invalid by a court of competent jurisdic-

22 tion, the remainder of this Act, or the .application of such 

23 provision to persons or circumstances other than those as to 

24 which it is held invalid, shall not be affected thereby. 
• 

""'" 
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1 LONG-TERM PLANNING STUDY 

2 SEC. 12. (a) The Secretary of Transportation, after con-

3 sultation with the Secretary of Energy, shall submIt to the 

4 Board and to the Congress as soon as practicable, but not 

5 later than six months after the date of enactment of this Act, 

6 an assessment of the long-term viability of the Corporation's 

7 involvement in the automobile industry. The study shall as-

8 sess the impact of likely energy trends and events on the 

9 automobile industry, including long-term capital reqmre-

10 ments, rate of technological change, shifting market charac-

11 teristics, the capability of the industry as a whole to respond 

12 to the requirements of the 1980's, and shall evaluate the ade-

13 quacy of the industry's existing structure to make necessary 

14 technological and corporate adjustments. 

15 (b) The Secretary of Transportation shall prepare and 

16 transmit to the Congress annual comprehensive assessments 

17 of the state of the automobile industry and its interaction in 

18 an integrated economy. Each annual assessment shall in-

19 clude, but not be limited to, issues pertaining to personal mo-

20 bility, capital and material requirements and availability, na-

21 tional and regional employment, trade and the balance of 

22 payments, the industry's competitive structure, and the ef-

23 fects of utilization of other modes of transportation. 

24 (c) The Board shall take the results of the study and 

25 each annual assessment into account when examining and 

II 

3, 
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1 evaluating the Corporation's financing plan and operating 

2 plan. 

3 FEDERAL RESERVE BANKS AS FISCAL AGENTS 

4 SEC. 13. Any Federal Reserve bank which is requested 

5 to do so shall act as fiscal agent for the Board. Each such 

6 fiscal agent shall be reimbursed by the Board for all expenses 

7 and losses incurred by it in acting as agent on behalf of the 

8 Board. 

9 REPORTS TO CONGRESS 

10 SEC. 14. The Board shall submit to the Congress semi-

11 annually a full report of its activities under this Act during 

12 fiscal years 1980 and 1981, and annually thereafter so long 

13 as any guaranteed loans are outstanding. 

14 FEDERAL FINANCING BANK 

15 SEC. 15. The Federal Financing Bank shall not acquire 

16 any obligation the payment of interest on or principal of 

17 which has at any time been guaranteed in whole or in part 

18 under this Act. 

19 AUTHORIZATION OF APPROPRIATIONS 

20 SEC. 16. (a) There are authorized to be appropriated 

21 beginning October 1, 1979, and to remain available without 

22 Federal fiscal year limitation, such sums as may be necessary 

23 to carry out the provisions of this Act. 

24 (b) Notwithstanding any other provisions of this Act, 

25 commitments to guarantee loans under this Act shall not ex-
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1 ceed such limitations on such commitments as are provided in 

2 general provisions of appropriation Acts. 

3 
TERMINATION 

4 SEC. 17. The authority of the Board to make commit-

5 ments to guarantee or to issue guarantees under this Act 

6 expires on December 31, 1983. 

.. 
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