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MEMORANDUM FOR: Counsel/DDO
Chief, Counterintellicgence Staff/DO
Deputy Chief, Intelligence Community Affairs/OGC

FROM:

Deputy Chief, Legislatior Division/OLL

SUBJECT: Amendment of the Foreign Missions Act to
Include "commercial erntities"™ (H.R. 1947)

1. Attached for your review and comment is a bill introduced
by Senator Durenberger and cosponscred by Senator Leahy, to amend
the Foreign Missions Act. Specificially, S. 1947 would expand the
coverage of the Foreign Missions Act (FMA) to include commercial
entities. If the bill becomes law the restrictions that now apply
to official missions would apply to foreign commercial entities.

2. Under the new law, the Secretary of State would have the
authority to control foreign commercial endeavors in the United
States that may pose a threat to our national security. It has
not been uncommon for Soviet bloc countries to use "commercial
cover” for intelligence purposes. Imposition of foreign mission
type controls on foreign commercial entities would alleviate
somewhat the counterintelligence threat.

3, Please provide your comments in writing or by phone
by 21 January 1986.

Attachment
as stated
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other 8enators to join me in sponsor-
ing this bill.

Mr. President, I ask that the bili be
printed in the Recorp.

There being no objection, the bill
was ordered to be printed in the
RECORD, as follows;

8. 1945

Be it enacted by the Senate and House of
Representatives o/ the United States of
Americe in Congress assembdled, That such
amounts as may be ni of the Polish
currencies held by the United States which
have been generated by the sale to Poland
of surplus United States dairy products
shall be available for construction and ren-
ovation projects to be undertaken in Poland
under the auspices of the Charity Commis.
sion of the Polish Catholic Episcopate for
the bene!it of handicapped and orphaned
children. Buch currencies may be utilized
without regard to the requirements of sec.
tion 1306 of title 81, United States Code, or
Any other provision of law.@

By Mr. WEICKER:

8. 1946, A bill to designate the West
Branch of the n River as a
study area for inclusion in the Nation-
al Wild and Scenic Rivers System, and
for other purposes; to the Committee
on Energy and Natural Resources.

FARMINGTON WILD AND SCEKNIC RIVER STUDY

ACT

Mr. WEICKER. Mr. President, Con-
necticut ranks fourth among the 50
States in population density, with 647
residents per square mile. Nobody
would expect with this population
density there could be significant area
classified as wild or scenic, Yet in the
midst of this urban center, only 12
miles from Hartford, CT’s second larg-
est city, there lies a river, the Farm-
ington, that possesses a unique diversi-
ty of natural, cultural, historic, and
recreational features.

Due to the unique features of the

n, the National Park Service
included three segments of the river in
the Nationwide Rivers Inventory in
1980. The inventory determines which
rivers and river segments are eligible
for study and inclusion in the National
Wild and Scenic Rivers System. By in-

n River, the
Park Service recognized the unique re-
sources that demonstrate the river to
be of national significance and worthy
of conservation.

Among the river's resources are its
white water rapids and gorges, unde-
veloped lands, important sport fisher-
fes, prime agricultural lands, scenic
and cultural areas, and bulldings and
structures that played an historic role
in Connecticut and New England.

A mere listing of the characteristics
of the Farmington does not do it jus-
tice. However, special attention should
be paid to the fact that the river is an
exceptional recreational resource and
one of New England's outstanding
sport fisheries. Connecticut’s largest
trout fishery is supported by the river
and the New England River Basins
Commission has recognized it as an
important cold water fishery.

The n also plays a role in
the Connecticut River Basin Atlantic

‘river,

Salmon Restoration Program. Its part
in this program could make the Farm-
ington River an important salmon
sport fishing area.

The river's recreational potential is
immense and its use is growing every
year. There is white water canoeing
and kayaking through the river's
gorges and rapids. One segment of one
river, the Tariffville Gorge, 18 used for
the National Olympic Kayaking Trials
and the National Poling Champion-
ships.

Twenty sites in the river corridor
have been recognized as National His-
toric Landmarks and National Historic
Register sites. The Farmington River
has come a long way since the 1950's
when it was considered an open sewer.
In fact, the water quality efforts along
the river are now recognized by the
Department of Interior as a proven ex-
ample of intergovernmental and pri-
vate efforts that have led to the rivers’
excellent water quality today. This im-
portant job i{s never complete and
there is continued support for ongoing
purification efforts along the Farm-
ington.

River Watershed

Mr. President, I am also pleased to
add that the proposal to study the
west branch of the Farmington River
has the unanimous support of the
Connecticut communities in the Farm-
ington River Valley.

1 urge prompt consideration of this
legislation by the Senate.

By Mr. DURENBERGER (for
Rimself and Mr. Leany):

bI¥ to enhance the protec.
fiterests under the For-
X 5 Act; to the Committee
on Foreign Relations.

COVERACE OF COMMERCIAL ENTITIES UNDER THE

FORXIGR MISSIONS ACT

® Mr. DURENBERGER. Mr. Presi-
dent, today I join with the distin-
guished vice chairman of the Select
Committee on Intelligence to intro.
duce legislation to ensure that the na-
tional security interests of the United
States sre safeguarded from the activi-
ties of corporations or other commer-
cial entities controlled by foreign ele-
ments hostile to our country. The leg-
islation we have introduced would
clarify the definition of “foreign mis-
sion” in the Foreign Missions Act 80 as

Association deserves much of the| to remove any doubt that such com-

credit for its efforts over the past 32

years to encourage conservation of the ]
i N , When Senator

natural resources of the
River and for its many contributions
to improve the river's water quality.
The association has always been in the
forefront of protecting and enhancing
the river's resources.

As the n
under mcreasedhmx:?gssFOure of conflicting
interests that could bring deteriora-
tion of its unique resources, it is im-
perative that we maintain, preserve,
and protect this resources for the
future.

Therefore, I am today introducing
legislation, the n Wild and
Scenic River Study Act, that would
designate the West Branch of the

n River as a study area for
inclusion in the National Wild and
8cenic River System. This bill is
nearly identical to legislation intro-
duced in the House by Representative
Nancy Johnson, HRR. 2191. A minor
change has been made in the Senate
bill that is intended to promote great-
er participation in the study by repre-
sentatives of each of the towns that
border along the rivers’ banks, and
from the two States through which
the river flows. This would be accom-
plished by expanding the membership
of the study committee to include; two
members appointed by the Governor
of the State of Connecticut, at least
one of whom shall be a member of the
Metropolitan District Commission; two
members appointed by the Governor
of the Commonwealth of Massachu-
setts; two members of the Farmington
River Watershed Association, and, one
member from each of the eight towns
located along the west branch of the
each to be appointed by the gov-
erning body of the respective towns.

River comes| that our adversaries have
| business dealings for

can be subjected to
the controls in that act.

LxaHY and I testified
before the Permanent Subcommittee
on Investigations of the Committee on
Governmental Affairs in October on
the hostile intelligence services threat

become
at using commercial cover and
espionage pur-
poses, and we cited a number of specif-
fc instances in which activities had
done damage to our national security.
The Select Committee on Intelli-
gence and the Permanent Subcommit-
tee on Investigations have been focus-
on counterintelligence issues
throughout the year. Senator Rorn,
the distinguished chairman of the
Committee on Governmental Affairg
and of the Permanent Subcommittee
on Investigations, and Senator NUNN,
the ranking minority member of that
subcommittee, also are members of
the Intelligence Committee, and there
has been excellent cooperation be-
tween the committees as both seek to
identify, in concert with the executive
branch, actions that can be taken to
improve U.S. counterintelligence and
security protections. .
A number of important steps already
have been taken this year, including
&n expansion of the Foreign Missions
JAct definition of “foreign mission”
that was included in section 127 of the
Foreign Relations Authorization Act
for fiscal years 1986 and 1987 (Public
Law 99-83, August 16, 1985). That
change substituted the phrase “mis- .
slon to or agency In” for the more re. 1
strictive term “official mission.” Thus,
while there may have been ambiguity !
previously, it now is clear that Foreign
Missions Act controls ean be applied to

adept
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Soviet and Warsaw Pact state trading
organizations such as the Soviet com-
pany AMTORG, because such organi-
zations clearly are foreign government
agencies performing governmental ac-
tivittes.

The remaining problem, which Sena-
tor LEAKY and I seek to solve with the
legislation we have introduced today,
involves commercial entities that may
not fall under the rubric of an agency
or may not, at Jeast ostensibly, be in-
volved in diplomatic, consular, er
other governmental activities, even if
they are owned or controlled by for-
eign governments cor organizations.
The record available to us indicates
that such commercial entities are ca-
pable of engaging in or providing cover
for activities just as inimical to the
United States as some of the activities
of State trading companies.

In order to prevent potentially dan-
gerous commercial establishments from
continuing to avoid Foreign Missions
Act controls, our bill makes several
changes in the act's definition of "for-
eign mission.” First the phrase “or
entity” is added, so that the definition
would state that foreign mission
means any mission to er agency oOr
entity in the United States. This
would permit commercial establish-
ments to be designated as “foreign
missions” by categorizing them as “en-
tities” rather than as missions or agen-
cies. Next, the bill would strike the
word “governmental” from the text
above clause (A) and substitute the
phrase “which i involved in™ for the
word “involving.” This change would
enable commercial entities to be sub-
ject to Poreign Missions Act restric-
tions on the basis of their involvement
in any ~activities” of a foreign govern-
ment or organization; the current re-
dundent and confusing specification
that such activities must be diplomat-
ic, consular, or governmental would be
eliminated. Pinally, the phrase ‘“or
which s substantially owned or effec-
tively controlled by” is added to the
definition, so that a commercial entity
can also be subjected to Foreign Mis-
sions Act restrictions strictly on the
basis of an ownership or control test.

We believe that these changes are
advisable to clarify the ability of the
Secretary of State to apply Foreign
Missions Act controls to eommercial
entities operating in the United States
which are involved in the activities of
foreign governments or organizations,
or which are owned or controlled by
such governments or organizations. It
is clear that certain of these commer-

, cial establishments may be performing
activities which pose a threat to U.S.
national security. We must give those
charged with defending U.S. Interests
the tools that they need to deal effec-
tively with such threats.

It should be emphasized that the
changes made by the bill that Senator
Lzany and I have introduced today
would not require application of For-
eign Missions Act eontrols to any eom-
mercial establishment. Instead, tire

bill would enable the BSeeretary of
State to spply such controis in eppro-
priate circumstances. Thus, commer-
cial establishments engaged exclusive-
ly in legitimate business activities will
not be affected. The bill would impact
only on commercial establishments
whose activities on behalf of foreign
governments or organizations are in-
imical to U.S. national security imter-
ests.

Mr. President, 1 ask unantmous con-
sent that the bill be printed in the
RECORD.

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

8. 1047

Be it enacted by the Senate and Mouse of
Representatives af the United States of
America tn Congress assembled, That sec-
tion 202(ax4) of the State Department
Basic Authorities Act of 1956 (22 USC.
4302(2X4)) is amended to read as follows:

“¢4) “foreign mission” mesans any mission
to or agency or entity in the Unfted States
which is involved in the diplomatic, consular
or other activities of, or which i» substan-
tially owned or effectively controlled by—

(A) s foreign governmert, or

(B) an organization (other than an inter-
pational organization, as defined in section
209(b) of this title) representing a territory
or political entity which has been granted
diplomatic or other afficial privileges and
tmmunitfes under the laws of the United
States or which engages in some sspect of
the conduct of the international sifsirs to
such territory or political entity,
including any real property of such a mis-
sion and including the personnel of such a
mission;”.@

By Mr. WEICKER:

S. 1948. A bill to assure that high
quality services are furnished to devel-
opmentally disabled individwals and
mentally fll individuals in residential
faciities and by providers of home and
commumity-based services which re-
ceive funds under the Medicare or
Medicaid Programs, and to amend the
Developmental Disabilities Assistance
and Bill of Rights Act to require that
residential programs meet Medicaid
standards; to the Committee on Fi-
nance.

QUALITY SERVICES FOR DISARLED INDIVIDUALS

acT

Mr. WEICKER. Mr. President, I rise
today to introduce the Quality Serv-
ices for Disabled Individuals Act. This
bill is my second legislative initiative
in response to the hearing I chaired
this session on the care of institution-
ized mentally disabled persons, and
the 9-month investigation which pre-
ceded them. My interest in initiating
this investigation was not solely be-
cause of my role as chairman of the

a parent and a citizen I have been reg-
ularly shocked by reports in the media
of physical abuse, violence, and death
1in State facilities for the mentally dis-
abled.

S0 last year, I initiated an intensive
investigation into care and treatment
in our Nation's institutions for the
mentally disabled. This was a followup

Subcommittee 6n the Handicapped. As--

CAINRES — BDRINA AL

30 nearly 3 years of hearings, investi-
gations, and other research. What we
found was not pretty. What we found
was not acc e. What we found
Yeft me, and I think the American
public, with a sense of shock and out-
rage. Right now, in 1885, in the United
States, our most vulmerable citizens
are routinely victims of abuse, neglect,
and serious physical injury, and are
forced to live in conditions which we
ourselves would not tolerate. What we
found is the shame of this great
Nation.

In 3 days of testimony before the
Subcommittee on the Handicapped
and the Appropriations Subcommitte
on Labor/HHS/Education, we heard
example after example of mistreat-
ment of this Nation’'s mentally dis-
abled citizens. We heard of misuse and
overuse of drugs. We heard of physical
violence, of rape, of unexplained
death. We heard of young people tied
naked to the floor tn four-point re-
straints for days. We heard of filthy
living conditions and received testimo-
ny about conditions in which a retard-
ed boy who developed a& near-fatal
brain infection after periods when he
was observed chewing on a urine
soaked stocking and crawling through
human feces. We heard of & human
deing, who happened to be retarded,
being confined to a shower stall for 3
years with nothing but a thin cotton

.gheet between his naked body and the

tile fNoor. We heard of residents
denied water and food so that they
suffered from malnutrition.

Yes, this is the Ration's shame. But
even more, it is the shame of this es-
teemed body and the Federal Govern-
ment that supports these fnstitutions
by certifying them as acceptable and
funding them with Federal dollars.

You might ask how this can happen.
1 certainly did. I asked how our Feder-
al system of monitoring to assure qual-
ity care in programs receiving Federal
funds ecould allow such conditions to
exist. After all, when we provided for
Federal audits of institutional care as
part of Federal funding, we expected
our tax maney would be linked direct-
1y to quality care.

But that is not the case. Indeed the
monitoring of State facilities 18 mini-
mal and ineffective and focuses on pa-
perwork rather than people. For the
most part, States certify their own fa-
cilities as acceptable for receipt of
Federal funds. And while statutory au-
thority exists for the Department df
Health and Human Services to *“look-
behind” or validate the State certifica-
tion decision, such wvalidation reviexs
have been limited and.do _not ensure
timely eorrections when deficiencies
are identified. In fact, many facilities
have repeated deficiencies yet still
maimain their certification. At our
hearings, & nurse told us of a State
hospital operating below “minimally
acceptable standards™ fer 2 consecu-
tive years. Still no action was taken by
State or Federal offictals.
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ties of foreign diplomatic and cansular
missions, eertain other foreign official
organizations—such as commercial
missions and official news buresus—
foreign missions to the United Na-
tions. and United Nations Secretariat
employees from countries whose off)-
clals are subject to such control But
currently there is no explicit legal au-
thority for the Office of Foreign Mis-
sions to regulate the activities of com-
mercia) entities which are actually
owned or cantrolled by foreign govern-
ments.

It i clear that considerable espio-
nage activities against the United
States may originate from such orga-
nizations. FPoreign governments are
free, through their quasipublic trading
firms, to form or join commercial enti-
ties in the United States which are not
currently subject to control! by the
Office of Poreign Missions. This en-
ables themn to establish in areas that
would otherwise de denied to officials
from their country or into which their
officials would not be completely free
to travel into such areas.

It is clear that the existence of such
free arrangements provides the oppor-
tunity for espionage by governments
which engage in intelligence activities
against the United States. 1 can state
based on information which has been
provided to the Select Committee on
Intelligence that some foreign com-
mercial entities are actually a source
of considerable espionage, especially in
the area of the transfer of high tech-
nology—particularly military technol-
ogy—to the Soviet bloc.

One case is particularly enlightening
in this regard. In 1981 William Holden
Bell, an employee of the Hughes Air-
craft Corp., was arrested for having
served as an agent of Marian Za-
charski, then president of the Polish
Government-owned commercial com-
pany Polamco. Bell was cultivated by
2acharski in a highly professional
agent recruitment scenario which
began with a social contact and devel-
oped in Zacharski's providing Bell fi-
nancial assistance. Bell was experienc-
ing serious personal and financial dif-
ficulties when he was first contacted
by Zacharski at his residence in the
high-technology area outside Los An-
geles.

Bell ultimately received about
$170,000 in money and valuable items
from Zacharski. In return, he turned
over pumerous documents between
1979 and 1981 dealing with a variety of
sensitive military technologies includ-
ing the F-15 look-down shoot-down
radar system, “quite’ radar systems,
all-weather radar for tanks, naval

' radars, components ef the Phoenix

air-to-air missile and the Patriot air
defense missile, and other systems
used by the United States and NATO.
The Soviets are known $o be develop-
ing and deploying similar technologies,
particularly Jook-down, shoot-down

" radar systems and radar-guided air-to-
. air missiles for their new fighters, ap-
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parently based in Jarge part on infor-
mation purioined from this eountry.

Mr. President, the Select Committee
on Intelligence 8 currently conducting
8 major review of security and coun-
terintelligence programs not only in
the iIntelligence community bdut
throughout the national security
agencies and programs of the Govern-
ment. While we expect to release a
preliminary report next year, we have
already reviewed considerable material
and formulated some beginning recom-
mendations. One of the areas that has
emerged from this review is the neces-
sity to extend the restrictions applied
by the Office of Foreign Missions to
foreign commercial entities which are
currently entirely free to operate
throughout the United States

Earlier this year, on October 22, Sen-
ator DURENBERGER and ] sddressed the
Permanent Subcommitiee on Investi-
gations, which 15 also conducting a
review of security programs. We testi-
fied at that time on the mportance of
regulating foreign-controlled commer-
cial entities as part of an overall pro-
gram to directly contro! the presence
and activities of hostile ifitelligence
services in the United States, which
would also iInclude equalizing the
number of United States and Soviet
diplomats in one another's eountries;
applying Office of Foreign Missions
travel restrictions to Warsaw Pact
country representatives; and reducing
the size of the Soviet mission to the
United Nations. We said at that time:

The Foreign Missions Act applies not enly
to diplomatic establishments such as embas-
sies and UN. missions, but also to state
trading organizations and other entities
that perform governmental functions
There is, once again. clear counterinteli.
gence information estahlishing that Soviet
and Warsaw Pact trading ies and
other commercial entities in the US. con-
trolled by those countries are engaged in es-
pionage-related activities There are two
avenues to pursue in regulating their oper-
ations.

First, the Export Administration Act as
adopted earlier this year authorizes the
Commerce Department te require a license
for transfer of controlled goods or technolo-
£y t0 AD embassy or otber “affiliate” of a
Communist government in the United
States. This language should be applied by
the Commerce Department to commercial
entities that are owned or controlied by
Communist governments and that may be
used to transfer technology abroad surrepti-
tiously.

Second, the Poreign Missions Act require-
ments should be applied to these same enti-
ties. Under the law as it now stands, such re-
quirements clearly can dbe applied to state
trading organizations such as the Soviet
company AMTORG. It is more difficult,
however, to apply the Foreign Missions Act
to other 8Soviet bloc-controlled businesses.
To eclose this gap. legislation should dbe en-
acted to amend the Foreign Missions Act
and authorize the State Department to
apply its requirements to “affiliates™ of for-

eign . with the same meaning
uhthetxpurtAdminmﬁonAct A dill
for this purpose will be introduced shortly.

Enactment of the Durenberger-
Leahy bill introduced t$oday would
help to complete the fabric of cantrals
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the Congress has woven over the past
several past years on the size and ac-
tivities of the hostile intelligence pres-
ence in the United States. I am proud
to have taken a leading role tn this
effort, which has also included the fol-
lowing elements—

The Leahy-Cohen Amendment to the
State Department Authorimation Act signed
into law last summer Under this amend.
ment. the President must see L0 &t that the
number of Soviet efficials allowed to serve
at their embassy and consulate in the
United States not exceed the equivalent
number 0f American officials serving in the
Soviet Union. Currently. the Boviets station
about 320 officials in their embassy and cor-
sulstes here while the US has only about
200 American employees in the USSR and
also hires over 200 Soviet nationals to work
8! our embassy and consulates there. The

- President has endorsed this approach. and I

will be carefully monitoring fis tmplementa-
tiop by the Stale Department. which has
unfartunately been very alow to understand,
accept and apply this policy.

The Leahy-Cohen bill. 8 1773, introduced
last October 18 Under this bill. the Presi
dent would be required to reduce the size of
the Boviet Mission to the United Nations in

‘New York City. With a staff of nearly 300.

the Soviet Mission is more than twice the
size of the US Mision (130) and the next-
largest mission. that of the Chinese (125)
and more than three times as large as all
the rest.

The Buddleston-Leahy Amendment to the
FPisca) Year 1985 Intelligence Authorization
Act, enarted In 1984 Under this amend-
ment. the President was called upon to see
to it that the numbers and privileges of ofti-
cial representatives from eountries invoived
in intelligence activities against the U.S. not
exceed the corresponding Dumbers and con-
ditions permitted by their governments for
our diplomats there. This amendment also
required that efther the Director or Deputy
Director of the Office of Poreign Missions
be a career counterintelligence official, who
would be sensitive to the importance of con-
trolling certain activities by foreign govern-
ment representatives in the United States

And other mitiatives by Cohgress
expand the jurisdiction of the Office of For-
eign Missions over certain foreign officials

1 would like to eonclude, Mr. Presi-
dent, by saying thsat these measures
have received strong support at the
White House. The President has
spoken on several of them, and White
House spokesmen have recently indi-
cated that additional measures on this
subject are contained in the Presi-
dent’s pew National Security decision
directive an counterintelligence policy.
The bill which Senator DURENRIRGER
and I have introdured today will pro-
vide addtional Jegal authority to help
implement these policies.

Finally, Mr. President, I would like

to say that nothing inthe bill requires

the Office of Foreign Missions to con-
tral the activities of all or even any
particualr foreign government associ-
ated commercial entities. The lan-
guage of the b brings eertain
“entitfles) n the United
States * * * which is substantialy
owned or effectively controlled by” a
xoreign power within the scope of the
act. The Secretary may determine
which foreign powers to apply this
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provision to and may also develop
guidelines or procedures to determine
the nature of ownership or actus! con-
trol which should trigger application
of this power. We expect that the Sec-
retary will move to apply his authority
under this provision to commereial en-
tities which are associated with for-
eign govenments which conduct intel-
ligence activities against the United
8States and which actually employ
such entities as bases for such activi-
ties.

ACK HOOLEY-MINNESOTA'S
1885 GROCER OF THE YEAR

® Mr. DURENBERGER. Mr. Presi-
dent, in today's changing economy,
those businesses that succeed are
those that are innovative and well-
managed. They are not afraid of com-
petition, rather they welcome it be-
cause they are at least one step ahead
of their competitors.

Cub Foods, headquartered in my
home State of Minnesota, is a shining
example of this successful business.
Now a member of the Super Valu
family, Cub has grown from one smal}
warehouse store into a national dis-
count food chain. And it did s0 be-
cause of my friend Jack Hooley. Jack
began his career as a grocery stock boy
over 40 years ago, and worked his way
up to become chairman of Cub Foods.
Along with his brother Charlie and
friend Cub Davis, Jack has dedicated
his career to providing consumers
quality products of affordable prices—
& valuable service in today's economy.

And in recognition of his many con-
tributions to the industry, Jack has re-
cently been named Minnesota's 1985
Grocer of the Year by his peers in the
Minnesota Grocers Association. It is
especially fitting that Jack receive the
honor this year, for this year he is re-
tiring from Cud and leaving his son
John to carry on the family tradition.

Mr. President, 1 ask that an article
from the September-October issue of
the Minnesota Food Guide be printed
in the Recorp as a tribute to Jack's
commitment to serving the people of
Minnesota through Cub Foods.

The article follows:

[From the Minnesota Pood G ide,
September-October 1985)
MINNESOTA'S 1985 GROCER OF THE YEAR

Prom 2 stock boy in the post-Depression
WW 1I era to president of a billion dollar
corporation in the 1980's, Jack W. Hooley s
& true example of the American Dream.

Named 1985 Grocer of the Year by his col-
leagues in the Minnesota Grocers Associa-
tion, Hooley was presented the award in rec-
ognition of his leadership role in setting the
standard for discount superstores in the
United States. He is chairman of Cub Poods.

How does Hooley feel about Cub's success?

“There were so many people involved in it
There were s0 many ideas that came from
the people who worked here. A real compa-

effort.”
nyAs chairman of the Cub Pood empire,
Hooley manages a conglomerate of 27
stores, 13 of which are corporate. And 12
new stores will be opening this year, the
latest one in Atlanta, Georgia.

-thought _we ghould
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“Most of the growth from now on will be
in franchising.” said Hooley during an inter.
view In his Stillwater office.

COMMUNITY BERVICE

Hooley's community service record also is
impressive. In his hometown of Stillwater,
he serves on the Board of Directors for
Lakeview Hospita! and the First National
Bank. He also serves on the Church Adh iso.
ry Council at 8t. Michael's Catholic Chureh
and is active with the Boy Scouts of Amer-
jca ax well as a bovs rehabilitation center in
Minneapohs.

A PAMILY TRADITION

Hooley began his life-Jong career in the
grocery business by sweeping floors and
stocking shelves in stores owned by his
father and grandfather in the early 1940,

The family business. which had begun as
& meat delivery service for lJumber camps be-
tween Stillwater and Taylor's Falls. had
gTOWN to include four grocery stores in the
8t. Croix Valley. The stores were located in
Btiliwater., Red Wing and Hudson. And it
was there that the self-service concept in
the grocery business was born.

THE EARLY YEARS

After gradusting from high school.
Hooley served in the U.S. Navy for four
years, and then returned to atiend college
at 8t. Thomas. After graduation, he became
manager of his first store.

He transferred to Booley's Downtown Su-
permarket, Btillwater. tn 1950 and became
store manager in 1055 By 1958 he wac
named president of Hooley's Supermarket.

BIRTH OF A CONCEPT

It was in 1960 that Hooley. his brother
Charlie and friend Cub Davis joined forces
Lo open a discount foodstore operation and
bought & franchise with Food Bonanza ow
of Decorah, lIowa. -

“We decided on a warehouse market
format.” Hooley said.

What did that mean? Well. no air condi-
tioning. no music, no employee uniforms.
Wooden planks served as ghelves. and
checkout stands were nafled together by
hand. All equipment was second-hand.

Choosing a name was the next step. Con-
sumers United for Buying (CUB) was final-
ley decided upon. “It pretty well said what
we wanted,” Hooley said. No, he said, the
nameé had nothing to do with Cub Davis,
“Just a coincidence.”

“It was unbelievably hard when we first
started out to let people know who we
were,” Hooley recalled. “We relied on word
of mouth. We wanted people to think of it as
their store.”

The soultion? They changed ad agencies
and stopped using the bear cub and shadow
as their logo. “We wanted to emphasize our
low prices, not our bear cub logo." Hooley
said.

KXPANSION BEGINS

At the same time that the logo changed,
Davis and Hooley traveled to California to
inspect produce departments. They had de
cided to add produce to the store as well as
complete dairy and frozen departments.

“We are doing about $150,000 a week and

be doing about
$200.000,” Hooley said.

Al that time, the store had only limited
frozen and dairy departments—no bakery,
no deli, no meat and no refrigeration de-
partments.

The rest is history. With an expanded in-
ventory, the $200,000 mark was passed
within two weeks. By the third week, busi-
ness was up to $250,000, and the $400,000
mark was reached by theend of the year.

With the added resources came improve-
ments in decor. Air conditioning. tiled floors
and music were added.

December 16, 1985

Uniforms. 100, were added. This was a
definite change in policy from the old con
eept. Hooley noted. “'Everyday elothes” had
been the standard at the old stores. and it
Was & slandard that worked. “We thought it
was kind of quaint.” Hooley said.

What changed all of that?

“8ome kid came up to check me out in his
llong) underwear,” Hooley said. “That's
when we decided things had to change. It
wasn’'t a warehouse anymore. Jt was a com-
plete supcrstore.” .

THE MODERN DAY CLUB

In order o upgrade and expand. CUB wa-
s0ld to Supcr Valu in 1980. and Jack was
named chairman. That was the beginning of
national expansion Today there are store-
in Ilhnois. Wisconsini and Indiana in add)
tion to the six stores in Minnesota (Afisr
8uper Valu scquired CUB Inc. in 1980, the
name was changed to Cub Foods )

Although Cub is now a corporate giant,
remnanls of the ol¢ family atmosphcr.
linger on. Brother Charlie retired in March.
and Hooley himself will be retiring in Octo
ber. But son John will carry on the family
tradition. He currently heads up the Minne -
sota division of Cub.

Other famlly members In the business in .
clude Maureen Hooley, who serves as direc-
tor of advertising. and Charles “Chip"
Hooley, Jr.. who serves as assistant store
manager for Stillwater.

What impact has Cub had on the grocery
industry?

“Wherever we go, we reduce the price
Jevel.” Hooley said. Most Cub stores. he ex-
plained. operate at about one-half the oper-
ating eosts of most conventionals. Hooley
credits this to the reduced labor €osts in
Cub stores and the efficient use of recent
technological innovations.

What does he think about the grocery
business in general today?

“It's sircpler. You don't have to know so
much about the products. There are more
standards. The product overall is much
better. .

That attitude is easy to understand since
Hooley spent his younger years cutting cans
of peas to test for quality. choosing cuts of
mesa! and picking out produce.

“Now vou have to know more about man-
agement,” Hooley noted.

Ovenll. “It's an awfully good business, "
Hooley concluded. “To me. that's the best

i in the world.”'e

NEW JERSEY LEADING THE WAY
IN TOXIC WASTE RESEARCH

® Mr. LAUTENBERG. Mr. President,
1 note with pride that the Newark
Star-Ledger has published an illumi-
nating seven-part series by Gordon
Bishop. which describes how the “In-
dustry/University Cooperative Center
for Research in Hazardous and Toxic
Substances,” located on the Newark
Campus of the New Jersey Institute of
Technology [NJIT), is blazing & trail
“in“toxic themical research. The Star-
Ledger is to be commended for this in-
formative and interesting series, and 1
commend these articles to my ¢ol-
leagues.

This national toxic substances re-
search center at NJIT is the largest of
fts kind in the world. The center's
focus is on developing the most ad-
vanced technologies yet designed for
solving  America’s environmenta)
toxics crisis. As implied by the name of
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