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A BILL

To establish a National Commission on Regulatory Reform.

Be it enacted by the Senate and House of Represen-

tatives of the United States of America in Congress

assembled, That this Act may be cited as the "National

Commission on Regulatory Reform Act of 1974."

ESTABLISHMENT OF COMMISSION

Sec. 2. (a) There is established, as an independent
instrumentality in the Executive branch of the Federal
Government, a National Commission on Regulatory Reform
(hereinafter referred to as the "Commission") which shall
be comprised of twelve members selected as follows ——

(1) fourvmembers from the private sector appointed

by the President, |

(2) four senior officials of the Executive branch

appointed by the President,

(3) two Senators éppointed by the fresident of the

Senate,

(4) two members of the House of Representatives

appointed by the Speaker of the House.
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(b) The President shall designate from the membef-
ship, one member to serve as Chairman and one member to
serve as Vice Chairman of the Commission.

(c) Vacancies on the Commission shall not affect
the authority of thé remaining membérs to continue with
the Commiséion's activities, and shall be filled in the
same manner as the original appointments.

(d) Members of the Commission who are appbinted from
the private sector shall receive as compehsation the.
daily equivalent of the annual rate of basic pay in effect
for grade GS-18 for each day during which they are engaged |
in the actual pefformance'of the duties of the Commission.
All membefs of the Commission shall be entitled to reim-
bursement for travel, subsistence and other necessary

expenses incurred by them in the performance of the duties

" of the Commission.

FUNCTIONS

Sec. 3. (a) The Commission shall identify regulatory.
activities of the Independeht Regulatory Agencies for
detailed review, and conducf such review which shall include,

but shall not be limited to —~-
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(i) an analysis of the purposes and objectives
of the regulatory activities:
(ii) an assessment of actual performance in
achieving the purposes and objectives;
(iii) an analysis of the costs ahd benefits of
each activity; and
(iv). an examination of StateAand local govern-
mental regulatory activities which interact with
the Federal Indepenéent regulatory system.

(b) The Commission may prepare and publish sucﬁ
periodic reports as it deems appropriate, but shall
prepare and transmit a‘report to the President and Congress
not later than one year following the appointﬁent of the
full Commission. That report shail include -- |

(1) the results of the detailed review éonducted
pursuént to subsection (a): |

(ii) appropriate revisions to 6verall goalé and

procedures of specific Federal regulatory author-
ities:

(iidi) 'specific recommendations for legislative

actions which would improve the effectiveness or

¢



the efficiency of the Federal Independent
regulatory agencies reviewed;

(iv) an assessment of the costs, including
transition costs, of any modifications recom-
mended or suggested; and

(v) recommendations for a means of continuing
review of the economic costs of Federal Inde-

pendent regqulatory activities.

POWERS
Sec. 4. (a) The Commission is authorized to hold

such hearings, sit and act at such times and places as

- it may deem desirable.

(b) Subpoenas for the attendance and testimony of
witnesses or the production of written or other matter
may be issued on the authority of the Commission and shall
be served by anyone designated by the Chairman.

(c) If the Cbmmiséion receives of ény‘witness or
any Government agency materials which have been submitted
on a confidential basis, and the confidentiality is préé
tected by statute, the material shall be held iﬁ confidence

by the Commission.
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(d) The Commission is authorized to establish
suéh advisory committees as may be necessary or appro-
priate to carry out any specific analytical or investi-
gative undertakings on behalf of the Commission. Any

such cormittee shall be subject to the relevant provisions

 of the Federal Advisory Committee Act, (PL 92-463).

Sec. 5. (a) Subject to such rules and regulations
as it may adopt, the Commission, through its Chairman,
shall appoint and fix the compensation of an Executive
Director not to exceed the rate provided for level V of
the Executive Schedule under section 5316 of title 5,
United States Code, and such additional staff as is
deemed necessary without'regard to the provisions of
title 5, United States Code, governing appointments in
the competitive service, but at rates for individuals not
to exceed the rate authorized for GS-18 under the General
Schedule.

(b) The Commission is authorized to négotiate-and

enter into contracts and agreements as the Commission

determines are necessary in order to carry out its duties.
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ASSiSTANCE OF GOVERNMENT AGENCIES
Sec. 6. Each department, agencj;_and instrumentality

Qf the Federal Government, including the Congress and
independent agencies, and State and local agencies,
consistent with the laws and the Constitution of the
United States, shall furnish to the Commission, upon
request of the Chairman, such data, reports, and such
other information as the Commission deems necessary to

carry out its functions under this Act.

TERMINATION
Sec. 7. Ninety days after the submission of the
final report provided for in Section 3(b), the Commission

shall cease to exist.

AUTHORIZAT ION
Sec. 8. There is authorized to be appropriated

$500,000 to carry out the provisions of this Act.
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OFFICE OF THE™WHITE HOUSE PRESS SECRETARY

THE WHITE HOUSE

ADDRESS OF THE PRESIDENT
TO THE
JOINT SESSION OF CONGRESS

THE HOUSE CHAMBER

4L:02 P.M. EDT

Mr. Spéaker, Mr. President, distinguished
guests, my very dear friends:

In his first inaugural address, Presjident
Franklin Roosevelt said, and I quote: "The people of
the United States have not failed...They want direct,
vigorous action, and they have asked for dlsc1p11ne and
direction under our leadership."

Today, though our economic difficulties
do not approach the emergency of 1933, the message from
the American people is exactly the same. I trust that
you are getting the very same message that I am
receiving: Our constituents want leadership, our
constituents want action.

All of us have heard much talk on this very
floor about Congress recovering its rightful share of
national leadership. I now intend to offer you that
chance.

The 73rd Congress responded to FDR's appeal
in five days. I am deeply grateful for the cooperation
of the 93rd Congress and the Conference on Inflation,
which ended ten days ago.

Mr. Speaker, many -- but not all -- of your
recommendations on behalf of your party's Caucus are
reflected in some of my proposals here today. The
distinguished Majority Leader of the Senate offered a
nine-point program.

I seriously studied all of them and adopted some of

his suggestions.

.I might add, I have also listened very hard
to many of our former colleagues in both bodies and of
both the majority and the minority, and have been both
persuaded and dissuaded. But in the end I had to make
the decision, I had to decide, as each of you do).when
the rollcall is called.

MORE
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I will not take your time today with the dis-
cussion of the origins of inflation and its bad effect
on the United States, but I do know where we want to be
in 1976 on the 200th birthday of a United States of
America that has not lost its way, nor its will, nor
its sense of national purpose. :

During the meetlngs on 1nf1at10n, I listened
carefully to many valuable suggestions. Since the
summit, I have evaluated literally hundreds of ideas,
day and night.

My conclu31ohs‘ére very simply stated. There
is only one point on which all advisers have agreed
We must whip 1nf1at10n rlght now.

None of the remedies proposed, great or small,
compulsory or voluntary, stands a chance unless.they .
are combined in a considered package, in a concerted
effort, in a grand design.

I have reviewed the past and the present efforts
of our Federal Government to help.the economy. They
are simply not good enough, nor sufficiently broad, nor
do they pack the punch that will turn America's economy
on. _ _ v

A stable American economy cannot be sustained
if the world's economy is in chaos. International
cooperation is absolutely essential and vital, but while
we seek agreements with other nations, let us put our
own economlc house in order.

Today, I have 1dent1f1ed ten areas for our
joint action, the Executive and the Leglslatlve Branches
of our Government. :

Number One: Food.
America is the world's champioﬁ producer of
food. Food prices and petroleum prices in the United

States are primary inflationary factors.

America today partially depends on foreign
sources for petroleum, but we can grow more than
enough food for ourselves.

MORE
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To halt higher food prices, we must produce
more food, and I call upon every famger t6 produce the
full capacity. And I say to you and to the farmers,
they have done a magnificent job in the past, and
we should be eternally grateful.

This Government, however, will go all in
its power to assure him, that farmer, he can sell
his entire yield at reasonable prices., Accordingly,
I ask the Congress to remove all remaining acreage
limitations on rice, peanuts, and cotton.

I also assure America's farmer here and now
that I will allocate all the fuel and ask authority to
allocate all the fertilizer they need to .do this
essential job. ‘ : :

Agricultural marketing orders and other
Federal regulations are being reviewed to eliminate
or modify those responsible for inflated prices.

I have directed our new.Council on Wage and
Price Stability to find and to expose all restrictive
practices, public or private, which raise food prices.
The Administration will also monitor food production,

margins, pricing, and exports.

- We can and we shall have an adequate supply
at home, and through cooperation, meet the needs of our
trading partners abroad.

Over this past weekend we initiated a
voluntary program to monitor grain exports. The
Economic Policy Board will be responsible for
determining the policy under this program.

In addition, in order to better allocate our
supplies for export, I ask that a provision be added
to Public Law 480 under which we ship food to the needy
and friendly countries. The President needs authority
to waive certain of the restrictions on shipments
based on national interest or humanitarian grounds

Number Two: Energy.

. America's future depends heavily on oil,
gas, coal, electricity, and other resources called
energy. Make no mistake, we do have a real energy
problem,

MORE
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One~third of our oil -- 17 percent of
America's total energy -- now comes from foreign
sources that we cannot control, at high cartel prices
costing you and me $16 billion .- $16 billion mome than
just a year ago. ‘

A primary solution has to be at home. If you
have forgotten the shortages of last winter, most
Americans have not, '

I have ordered today the reorganization of
our national energy effort in the creation of a
- National Energy Board. It will be chaired with
developing, or I should say charged with developing
@ single national energy policy and program. And I
think most of you will be glad to know that our former
colleagye, Rog Morton, our Secretary of Interior, will
be the overall boss of our national energy program.

Rog Morton's marching orders are to reduce
imports of foreign oil by one million barrels per day
by the end of 1975, whether by savings here at home,
or by increasing our own sources.

‘ Secretary Morton, along with his other
responsibility, is also charged with increasihg our
domestic energy supply by promptly utilizing our coal
resources and expanding recovery of domestic oil still

in the groundg’ in old wells,

New legislation will be sought after your
recess to require use of cleaner coal processes and
nuclear fuel in new electric plants and the quick
conversion of existing oil plants.

I propose that we, together, set a target date
of 1980 for eliminating oil-fired plants from the
Nation's base-loaded electrical capacity.

I will use the Defense Production Act to
allocate scarce materials for energy development, and
I will ask you, the House and Senate, for whatever
amendments prove necessary.

I will meet with top management of the automobile
industry to assure, either by agreement or by law, a firm
program aimed at achieving a 40 percent increase in ‘
gasoline mileage within a four-year development deadline.

MORE
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Priority legislation ~- action, I should say =--
to increase energy supply here at home requires the
following: :

One, long-soughtderegulatlon of natural
gas supplies.

Number two, responsible use of our Naval
petroleum reserves in California and Alaska.

Number three, amendments to the Clean Air Act, and

Four, passage of surface mining legislation
to insure an adequate supply with common-sense environmental
protection.

Now, if all of these steps fail to meet our
current energy saving goals, I will not hestitate to ask
for tougher measures. For the long range, we must work
harder on coal gasification. We must push with renewed
vigor and talent research in the use of nonfossil
fuels, The power of the atom, the heat of the sun
and the steam stored deep in the earth, the force of
the winds and water, must be main sources of energy
for our grandchildren, and we can do it.

-Number Three:: Restrictive Practices.

' To increase produetivity and contain prices,
we must end restrictive and costly practices, whether
instituted by Government, industry, labor or others.
And I am determined to return to the vigorous enforcement
of antitrust laws. ,

The Administration will zero in on more
effective enforcement of laws against price fixing and
bid rigging. For instance, non-competitive professional
fee schedules and real estate settlement fees must be
eliminated. Such violations will be prosecuted by the
Department of Justice to the full extent of the law.

Now I ask Congress for prompt authority to
increase maximum penalties for antitrust violations
from $50,000 to $1 million for corporations, and
from $50,000 to $100,000 for individual violators.

MORE
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At the Conference on Inflation, we found, I
would say, very broad agreement that the Federal
Government imposes too many hidden and too many
inflationary costs on our economy. As a result, I.
bPropose a four-point program aimed at a substantial
purging process. : '

Number one, I have ordered the Council on
Wage and Price Stability to be the watchdog over
inflationary costs of all Governmental actions.

' Two, I ask the Congress to establish a National
Commission on Regulatory Reform to undertake a long -
overdue total re-examination of the independent regulatory
agencies. It will be a joint effort by the Congress,
the Executive Branch and the private sector to identify
and ‘eliminate existing Federal rules. and regulations that
increase costs to the consumer without any good reason
in today's economiec climate. v

Three, hereafter, I will require that all major
legislative pro osals, regulations and rules emanating |
from the Executive Branch of the Government will include °
an Inflation Impact Statement that certifies we have
carefully weighed the effect on the Nation. I respect-
fully request that the Congress require a similar advance
Inflation Impact Statement for its own legislative
initiatives. :

Finally, I urge State and local units of
government to undertake similar pPrograms to reduee

inflationary effects of their regulatory activities.

At this point I thank the Congress for
recently revitalizing the National Commission on
Productivity and Work Quality.: It will initially concen-
trate on problems of productivity in Government --
Federal, State and local. '

Outside of Government, it will develop
meaningful blueprints for labor-management cooperation
at the plant level.. It should look. particularly at the
construction and the health service industries.

The Council on Wage and Price Stability will,
of course, monitor wage and Price increases in the
private sector. Monitoring will include public hearings
to justify either price or wage increases. I emphasize,
in fact re-emphasize, that this is not a compulsory
wage and price control agency.

Now, I know many Americans see Federal controls
as the answer, but I believe from past experience
controls show us that they never really stop inflation,
not the last time, not even during and immediately after
World War II, when, as I recall, prices rose despite
severe andenforceable wartime rationing.

MORE
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Nowr, nezcetime controls actually, we xnow from
recent experience, create shortages, hamper production,
stifle growth and limit jobs. I do not ask for such
powers, however politically tempting, as such a program
could cause the fixer and the black marketeer to flourish,
while decent citizens face empty shelves and stand in long
waiting lines.

Number Four: We Need More Capital.

We cannot'"eat up our seed corn." Our free
enterprise system depends on orderly capital markets
through which the savings of our people become productively
used. Today, our capital markets are in total disarray.

We must restore their vitality. Prudent monetary
restraint is essential.

You and the American people should know, however,
I have personally been assured by the Chairman of
the Independent Federal Reserve Board, that the supply
of money and credit will expand sufficiently to meet the
needs of our economy and that in no event will a credit
crunch occur.

The prime lending rate is going down. To
help industry to buy more machines and create more jobs,
I am recommending a liberalized 10 percent investment
tax credit. This credit should be especially helpful to
capital-intensive industries, such as primary metals,
public utilities,where capacity shortages have developed.

I am asking Congress to enact tax legislation
to provide that all dividends on preferred stocks issued
for cash be fully deductible by the issuing company.

This should bring in more capital, especially for energy-
producing utilities. It will also help other industries
shift from debt to equity, providing a sounder capital
structure. '

Capital gains tax legislation must be liberalized
as proposed by the tax reform bill currently before the
Committee on Ways and Means. I endorse this approach
and hope that it will pass promptly. '

Number Five: Helping The Casualties.

And this is a very important part of the
overall speech. The Conference on Inflation made
everybody even more aware of who is suffering most from
inflation. Foremost are those who are jobless through
no fault of their own.

MORE
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Three weeks ago, I released funds which, with
earlier actions, provide public service employment
for some 170,000 who need work. I now propose to the
Congress a two-step program to augment this action.

First, 13 weeks of spec1al unemployment insurance
benefits would be provided to those who have exhausted
their regular and extended unemployment insurance
benefits, and 26 weeks of special unemployment insurance
benefits to those who quallfy but are not now covered
by regular unemployment insurance programs.

Funding in this case would come from the
general treasury, not from taxes on employers, as is -
the case with the established unemployment program.

Second, I ask the Congress. to create a brand
new Community Improvement Corps to provide work
for the unemployed through short-term useful work progects
to improve, beautify and enhance the environment of our
cities, our towns and our countryside. -

This standby program would come alive whenever
unemployment exceeds 6 percent nationally. It would
be stopped when unemployment drops below 6 percent.
Local labor markets would each qualify for grants when-
ever their unemployment rate exceeds 6.5 percent.

State and local government contractors would
supervise these projects and could hire only those who
had exhausted their unemployment insurance benefits. The
goal of this new program is to provide more constructive
work for all Americans, young or old, who cannot find a
job.

The purpose really follows this formula.
Short-term problems require short-term remedies. I
therefore request that these programs be for a one-year
period. :

Now, I know that low-and middle-income Americans
have been hardest hit by inflation. Their budgets are
most vulnerable because a larger part of their income
goes for the highly inflated costs of food, fuel and
medical care.

The tax reform bill now in the House Committee
on Ways and Means, which I favor, already provides
approximately $1.6 billion of tax relief to these groups.
Compensating new revenues are provided in this prospective
legislation by a windfall tax, profits tax on oil producers
and by closing other loopholes.

If enacted, this will be a major contribution
by the Congress in our common effort to make our tax system
fzirer to all.

MORE
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Number Six: Stimulating Housing.

Without question, credit is the lifeblood of
housing. The United States, unfortunately, is suffering
the longest and the most severe housing recession
since the end of World War II. Unemployment in the
construction trades is twice the national average.

One of my first acts as President was to
sign the Housing and Community Development Act of
1874, I have since concluded that still more help is
needed, help that can be delivered very quickly and with
minimum - inflationary impact. '

I urge the Congress to enact before recess
additional legislation to make most home mortgages
eligible for purchase by an agency of the Federal
Government. As the law stands now, only FHA or VA hone
mortgages, one fifth of the total, are covered.

MORE



Pége 10

I am very glad that the Senate, thanks to
the leadership of Senator Brooke and Senator Cranston,
has already made substantial progress on this legislation.
As soon as it comes to me, I will make at least $3 billion
immediately available for mortgage purchases, enough to
finance about 100,000 more American homes.

Number Seven: Thrift Institutions.

Savings and loan and similar institutions are
hard hlt by inflation and high interest rates. They
no longer attract, unfortunately, adequate dep081ts.
The Executive Branch, in my judgment, must join with
the Congress in giving critically-needed attention to
the structure and the operation of our thrift institutions
which now find themselves for the third time in eight
years in another period of serious mortgage credit
scarcity.

Passage of the pending financi@v institution
bill will help, but no single measure ha¥ yet appeared,
as I see it, to solve feast or famine in mortgage credit.
However, I promise to work with you individually and
collectlvely to develop additional specific programs

in this area in the future.

Number Eight: International Interdependency.

The United States has a responsibility not only
to maintain a healthy economy at home, but also to seek
policies which compliment rather than disrupt the
constructive efforts of others.

Essential to U.S. initiatives is the early
passage of an . acceptable trade reform bill. My special
representative for trade negotiations departed earlier

this afternoon to Canada, Europes Japan, to brief
foreign friends on my proposal.

We live in an interdependent world and therefore
must work together to resolve common economic problems.

Number Nine: Federal Taxes and Spending.

To support programs, to increase production
and share inflation-produced hardships, we need additional
tax revenues. I am aware that any proposal for new
taxes just four weeks before a national election is, to
put it mildly, considered politically unwise. And I am
frank to say that I have been earnestly advised to wait
and talk about taxes anytime after November 5.

MORE
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But I do say in 51ncer1ty that I w111 not
play polltlcs with Amerlca‘s future.

Our present 1nflatlon, to a considerable
degree, comes from many years of enacting expensive
programs w1thout ralslng enough revenues to\pay for
them, , :

The truth is that 19 out of the 25 years I
had the honor and the privilege to serve in this
Chamber, the Federal Government ended up with Federal
deficits. That is not a very good batting average.

- By now, almost everybody -- almost everybody
else, I should say =-- has stated my position on Federal
gasoline taxes., This time I will do it myself, I am
not -- emphasizing not -- asking you for any increase
in gas taxes.

I am -~ I am asking you to approve a one=-year
temporary tax surcharge of 5 percent on corporate
and upper-level individual incomes.

This would generally exclude from the surcharge
those families with gross incomes below $15,000 a year.
The estimated $5 billion in extra revenue to be raised
by this inflation-fighting tax should pay for the new
programs I have recommended in this message.

I think, and I suspect each of you know, this
is the acid test of our joint determination to whip:
inflation in America. I would not ask this if major
loopholes were not now being closed by the Committee on
Ways and Means' tax reform bill.

I urge you to join me before your recess, in
addition to what I have said before, to join me by
voting to set a target spending limit -- let me emphasize
it -~ a target spending limit of $300 billion for the
Federal fiscal budget of 1975.

When Congress agrees to this spending target,
I will submit a package of budget deferrals and recissions
to meet this goal. I will do the tough job of designating
for Congressional action on your return those areas which
I believe can and must be reduced.

These will be hard choices and everyone of you
in this Chamber know it as well as I,

MORE
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They will be hard choices, but no Federél
agency, including the Defense Department, will be
untouchable. '

It is my judgment that fiscal discipline is
a necessary weapon in any fight against inflation.
While this spending target is a small step, it is a
step in the right direction, and we need to get on
that course without any further delay.:

I do not think that any of us in this Chamber
today can ask the American people to tighten their belts
if Uncle Sam is unwilling to tighten his belt first.

-~ Now, if I might, I would like to say a few .
words directly to your constituents and, incidentally,
mine.

My fellow Americans, ten days ago I asked
you to get things started by making a list of ten ways
to fight inflation and save energy, to exchange your
list with your neighbors, and to send me a copy.

MORE .
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I have personally read scores of the
thousands of letters received at the White House, and
incidentially, I have made my economic experts read
gome of them, +too. We all benefitted, at least I did, and
I thank each and every one of you for this cooperation.

Some of the good ideas from your home to mine
have been cranked into the recommendations I have just
made to the Congress and the steps I am taking as
President to whip inflation right now. There were also
firm warnings on what Government must not do, and T
appreciated those, too.

Your best suggestions for voluntary ,
restraint and self-discipline showed me that a great
degree of patriotic determination and unanimity already
exist in this great land. :

I have asked Congress for urgent specific
actions it alone can take. I advised Congress of the-
initial steps that I am taking as President. Here is
what only you can do: Unless every able American
Pitches in, Congress ‘and I cannot do the job.

Winning our fight against inflation and waste
involves total mobilization of America's greatest
résources, the brains, the skills and the will power
of the American people.

Here is what we must do, what each and every one
of you can do. To help increase food and lower prices,
grow more and waste less. To help save scarce fuel
in the energy crisis, drive less, heat less. Every
housewife knows almost exactly how much she spent for
food last week. If you cannot spare a penny from your
food budget -- and I know there are many -- surely you
can cut the food that you waste by-5 percent.

Every American motorist knows exactly how
many miles he or she drives to work or to school every
day and about how much mileage she or he runs up each
year. If we all drive at least 5 percent fewer miles,
Weé can save almost unbelievably 250,000 barrels of foreign
0il per day by the end of 1975.

Most of us can do better than 5 percent by
car pooling, taking the bus, riding bikes or just plain
walking. We can save enough gas by self-discipline to
meet our one million barrels per day goal.

MORE
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I think there is one final thing that all
Americans can do, rich or poor, and that is share with
others. We can share burdens as we can share blessings.
Sharing is not easy, not easy to measure like mileage
and family budgets, but I am sure that 5 percent more
is not nearly enough to ask, so I ask you to share every-
thing you can and a little bit more. And it will
strengthen our spirits as well as our economy.

Today I will not take more of the time of
this busy Congress, for I vividly remember the rush
before every recess, and the clock is already running
on my specific and urgent request for legislative
action. I also remember how much Congress can get done
when it puts its shoulder to the wheel.

One week from tonight I have a longstanding
invitation in Kansas City to address the Future Farmers
of America, a fine organization of wonderful young
people whose help, with millions of others, is vital
in this battle. I will elaborate then how volunteer
inflation fighters and energy savers can further mobilize
their total efforts.

Since asking Miss Sylvia Porter, the well-known
financial writer, to help me organize an all-out, nation-
wide volunteer mobilization, I have named a White House
coordinator and have enlisted the enthusiastic support
and - services of some 17 other distinguished Americans
to help plan for citizen and private group participation.

There will be no big Federal bureaucracy set
up for this crash program. Through the courtesy of such
volunteers from the communication and media fields, a
very simple enlistment form will appear in many of
tomorrow's newspapers, along with a symbol of this new
mobilization, which I am wearing on my lapel.

It bears the single word WIN. I think that
tells it all. I will call upon every American to join
in this massive mobilization and stick with it
until we do win as a Nation and as a people.

MORE
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Mr. Speaker and Mr. President, I stand
on a spot hallowed by history. Many Presidents have
come here many times to solicit, to scold, to flatter,
to exhort the Congress to support them in their leadership,

Once in a great while Presidents have stood
here and truly inspired the most skeptical and the most
sophigticated audience of their co-equal partners in
Government.

Perhaps once or twice in a generation is there
such a Joint Session. I don't expect this one to be.
Only two of my predecessors have come in person to call
upon Congress for a dedlaration of war, and I shall not
do that.

But I say to you, with all sincerity, that
our inflation, our public enemy number one, will, unless
whipped, destroy our country, our homes, our liberties,
our property, and finally our national pride, as surely
as any well-armed wartime enemy.

I concede there will be no sudden Pearl Harbor
to shock us into unity and into sacrifice, but I think
we have had enough early warnings. The time to intercept
is right now. The time to intercept is almost gone.

My friends and former colleagues, will you
enlist now? My friends and fellow Americans, will you
enlist now? Together with discipline and determination,
we will win,

I thank you very much,

END (AT u4:47 P.M. EDT)
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Pleadingifor similar-attention to mohopoly power:in the private sector,
Senator Philip A. Hart (D Mich) today endorsed establishing a commission to
propose reform of regulatory agencies.nw ‘ ‘ L

First on Hart's list of needed changes for the agencies is to divest them
of their antitrust responsibilities. "Not only are they incapable of promoting
competition," he said, "but they actually stifle it."l_l e

Hart acknowledged that serious problems caused Congress to create the
agencies initially, but said they are not performing today in the broad public
interest. | L \

The agencies stifle competition, he said, "by colluding with their
regulated clients in price-fixing, market division and a variety of cther anti-
competitive practices ‘which in the private sector would constitute per se
violations of the antitrust laws." e o o

Hart suggested that two agencies, the Interstate Commerce Commission and ‘
the Civil Aeronautics Board, be exempted from the study commission 8 assignment.

"We know enough from the past studies of these agencies ‘to commence
legislative hearings on their reorganization,“ he said. N

As examples of anticompetitive agency decisions, Hart listed.

*CAB fixing minimnm prices on international charter flights to protect
the higher-than-competitive fares already set with CAB approval by scheduled
airlines. "It is estimated that the CAB decision will raise charter fares by
30 o 40 percent next year and deprive thousands of North Atlantic travelers
of competitive, low-cost air transportation," he said.

*ICC allocating markets for trucking clients. "As a result, an estimated

one out of every five trucks on the road moves empty across a competitor's ex-

clusive territory," he said. "This means wasted fuel as well as higher
consumer prices.”

*CAB refusal to approve new airlines. '"Immediately after its inception\%%r"m‘f/
36 years ago, CAB imposed a total blockede on entry into the trunk air carrier
Industry. Yet from 1946 to 1965, in Californis where CAB has no jurisdiction,
16 interstate air carriers entered the market. Significantly, to fly from
Los Angeles to Sen Francisco costs only helf as much per mile as from Washington
to New York," Hart said.

He called for repeal of the Reed-Bullwinkle Act, which confers antitrust
immunity on regulsted industries end for divesting regulatory agencies of their

sentltrust responsibilities.
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"Although’the‘law:reQuires'regulatOrs to consider anticompetitive impaét
of their actiéns, they frequently conclude that social factors outweigh the
value of competition," Hart said. ' ' |

He cited the El Paso case--where three times the Supreme Court fuled itsb
acquisition of Pacific Northwest Gas Compeny violated the antitrust laws end
"to the'very end" the Federal Power Commission defended the act'as.sécially
redeemable. | o |

"It is conceivable that the regulators have beceme téo closely identified
with the regulated to éonsidef in an iﬁﬁarfial and jﬁdiéious manner the anti-
competitive implications of their rulinés;" Hart séiﬁ. "I would.suggest the
problems of public health and safety should be left to the regulators éﬁd
the problems of competition should be left to the ju&icialbguardians of our
antitrust laws." - - o

While strongly endorsing éradicating ﬁublic honopolies, Hﬁrt sdid,
“this 1s only & small part of the monopoly problem in America......It has
been estimated that the cost of momApolistic regulaiion in the publié sector
may amount tb as much as $21 billion a year.' But the costs of»monobolistic |
practices in the private sector is about'$59 billion a year. Hopefﬁlly,
the Administration will begin to move againmst this eecondmenopplyifront.sodn.n

Senator Hart appéared today'béfore the Senate Cqmmeréé>00mmittee on.
S. J. Res. 253, To Establish a National Commission on Regulatory Agencies.
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TESTIMONY ‘6F SENATOR PHILIP A, HART S
BEFORE THE SENATE COMMERCE COMMITTEE ON S.J. RES. 253
TO ESTABLISH A NATIONAL COMMISSION ON REGULATORY AGENCIES

NOVEMBER 20, 1974

MR, CHAIRMAN:

We live in an age of concentrated economic. power; an age which has
witnessed the decline of free enterprise and the steady advance of monopoly.
By inaction, we have inherited a New Industrial State in which a handful
of private monopoly enterprises dictate the price; quantity and quality of
roughly half the goods we purchase. At the same time, by our apparent
ineptitude, we have fashinned a Modern Regulatory State in which a handful
of public regulators and their corporate clientele dictate the price, quantity
and quality of a wide range of essential services -on which we depend. As
& consequence, we must procure our goods and services from an econonmic
system founded on private and public monopoly and dedicated to the enrichment
of a few producers at the expense of millions of consumers.

‘As Chairman of the Subcommittee on Antitrust and Monopoly,. I have
presided over dozens of hearings which sought to.identify the adverse
economic and social impact of monopolistic practices in the private sector -
of our economy. I commend you, Mr. Chairmen, for your current efforts to
determine the impact of anticompetitive practices in the public sector of
our economy. It is the public sector that I wish to discuss today, but
in doing that I do not intend to diminish the importance of its private
counterpart. We must not in our zeal to remedy one part of the monopoly
problem disregard our obligation to remedy the other. And I would hope
that President Ford, who has done much to underscore the need to breag~up
publicly created trusts, also will lend his support to the break-up of privately
created trusts.

The joint resolution to establishﬁaynational commission to study and
report on the competitive impact of the federal regulatory commissions is
indeed a worftnbile undertaking. However, I feel that with respect to at
least two agencies, the ICC and the CAB, we need not await the commission's
recommendation. We know enough from past studies of these agencies to
commence leglslative hearings on their reorganization.

In general, my support for the proposed Commission is based on my

oblections to the eurrent, economie regulatory framework: First, federal
(more)
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regulatory commissions stifle competition,gt tkm expknse of their intended
beneficiary,,tﬁé consumer: . Second, f;derai'régulat;ry'cammissioﬂs'are
inherently incapable of promoting competition and therefore should be
divested of their antitrust responsibilities. Finally, a pro-competitive
regulatory policy would provide consumers with the benefits both of the
marketplace and of the independent commission.

There was a time when the regulatory commissions promoted competitimn -
for the benefit of consumers. Prior to:1920, regulation was oriented toward
preventing the abuses of monopoly. -The Interstate Commerce Act of 1887,
for example, was drafted for the purpose of attacking the multitude of
social problems associated with concentrated economic power in .the railrosd
industry. But after passage of the Transportation Act of 1920, the
regulatory mandate changed perceptibly from sntimonopoly to anticompetitinmn.
For the first time, the 1920 Act asuthorized the ICC to set minimum rates
and to preside over the orderly development of an industry. The delegation
of responsibility, once specific, became general; agencies became managers
of entire industries in the "public interest.” Before long, they began to
manage their regulated industries as legal cartels, federal protectorates. - =
Activities- that would have constituted palpable violations of the antitrust
laws 1f practiced by trade associations or a concert of private executives -
were immunized by the regulators.

In stark contrast to an earlier period, there is mounting evidence
today thet federal regulatory asgencies stifle competition at the expense -
of consumers. They impose unjustified public restraints on competition
which increase prices, depreciate quality, promote inefficiency, retard
technological innovation, discourage comservation and misallocate resources.’
Public regulators collude with their reguleted clients in price-fixing,
market division and a variety of other anticompetitive practices which in -
the privete sector would constitute per se violations of the antitrust laws,
The CAB, for example, recently fixed minimum prices on international chearter
flights to protect the higher-than-competitive fares already set with.CAB
approval by scheduled airlines. such a8 TWA and Pan American, It is estimated
that the CAB decision will raise charter fares by 30 to LO percent next
year and deprive thousands of North Atlantic travellers of competitive,
low-cost alr transportation. Likewise, under the guise of "furthering
nationel trensportation policy,” the.ICC permits motor carriers to collaborate
in rate eonferences 4o fo.higbexutkmnkaﬁ;ﬁﬁetitive fares which incresse prices

(more)
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on everything we buy that once moved by truck -- which is practicably

everything. Although the ICC can independently investiéate rate
proposals, it does so in less than one percent of those filed by the
carriers,

Regulators divide markets for the anticompetitive benefit of their'
industrial regulatees. The ICC allocates markets amorig its trucking
clients, diminishing competition and enhancing monopolistic: profits. "As
8 result, an estimated 1 out of every 5 trucks on the road moves empty
across a competitor's exclusive territory. That means wasted fuel as well
88 higher consumer prices. In addition, out of deference to the powerful
trucking interests, the ICC sets prices for truck and rail movement at
the costs of the highest-cost least-efficient mode: trucks., This prevents -
the railroads from lowering prices and thereby capturing much of the long-
distance shipping business from trucks. This means not only more wasted
fuel and even higher consumer prices, but presages the economic collapse
of the nation's railrosds.

Public regulators exclude competitors by regulating entry in the
interest of their established clients. Immediately after its inception
36 years ago, the CAB, for instance, imposed a total blockade on entry
into the trunk air carrier industry. Yet within the State of California -
alone, where CAB jurisdiction does not extend, 16 intrastate air carriers
entered the market between 1946 and 1965. - Significantly, unregulated (intrastate)
alr fares within California are substantially lower than regulated (interstate)
fares everyvhere else in the country. To fly from Los Angeles to San
Francisco, for example, costs only half as much per mile as to fly from
Washington to New York. In short, increased competition would yield lower
prices in the public as well as private sectors of the economy .

Public regulatory agencies also stifle competition by allowing
vholesale mergers of competitors. The examples of regulatory permissiveness
in this area are rife. The ICC, for example, has approved 30 of the 3k
major railroad mergers it has considered. And nearly all of them have
resulted in the economic debilitation of both merging partners.

In addition, regulatory agencles may retard cost-ssving technological
innovations that threaten either to shift substantial business from one
reguleted industry to another or to decrease profits for regulated firms
generally. Thus, it has been slleged that the introduction of cz;ntainer

(more)



ships, truck-rail piggybacking, and telephone interconnects have been delayed
by the Federal Maritime Commission, the ICC and the FCC, respectively, for:
the protection of the industries they regulate.

The costs of public restraints on competition are no less than those
which arise from private restraints. Economists Moore, Passell and Ross
have estimated that economic losses in the transportation sector alone due
to government-sponsored price-fixing and the allocation of traffic from
energy~efficient rail and barge carriers to energy-inefficient trucks
amount to more than $6 billion each year. Economists McGowen, Noll and ' "
Peck estimate the losses from public restraints on competition in the
conmunication field at more than $8 billion a year. In my opinion, these
estimates of enormous economic losses by themselves would warrant the
establishment of a netional cmmission to study the anticompetitive impact
of our regulatory agencies.

My second reason for favoring a study commission is that federal
regulatory agencies are inherently incapable’ of promoting competition.and:
therefore, I think, should be divested of their antitrust responsibilities.
The record of regulatory agencies on promoting competition within and among
the regulated industries is frankly appalling. Although the law requires
regulators: to consider the anticompetitive impact of their actions, they
~ frequently conclude.that social factors outweigh the value of competition.
Often the social factors reflect the interests of the regulated rather than
the public.. Three times the Supreme Court ruled that the acquisition by
El Paso Natural Gas of the Pacific Northwest Gas Company, approved each
time by the Federal Power Commission violated the antitrust laws; and yet,
to the very end, the FPC vigorously defended 'El Paso's unlawful act as
otherwise socially redeemable.

It is conceivable that the regulators have become too closely
identified with the regulated to consider in an impartial and judicious
manner the anticompetitive implications: of their rulings. One possible
remedy would be for Congress to repeal legislation such a8 the Reed-Bullwinkle
Act which confers antitrust immunity on regulated industries and to divest
regulatory sgencies of their antitrust responsibilities. The Bank Merger
Acts of 1960 and 19€6 provide an enlightening precedent in this regard.

(more)
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They vest the Attorney General and the courts with an antitrust veto on .
bank mergers which have been approved by the Comptroller of the Currency.
If within 30 days after the Comptroller approves the merger, the Attorney
Genersl commences an antitrust action attacking its validity, the agency's
approval is stayed and the issue becomes a matter for the courts to decide
de novo.  In this way, the determination of anticompetitive impact is
transferred from the regulatory agency to the Nation's antitrust enforcement
authorities. ' In like manner, the proposed study commission might wish .

to consider the merits of shifting antitrust review of mergers and other
public restraints on competition from the regulatory agencies which create
them to the Attorney General and the courts which may impartially consider
them. The problems of public health and. safety, I would suggest, should
be left to the regulators; the problems of competition should be left to
the judicial guardians of our antitrust laws.

My final reason for supporting the proposed commission is that if
may enable Congress to formulate a new pro~competitive regulatory policy
which would provide consumers with the benefits both of the marketplace
and of the independent commission. The traditional view of economic
regulation is that it complements antitrust policy. "It appears that the
basic gosl of direct govermmental regulation through administrative bodies,"
the D.C. Circuit Court of Appeals recently noted, "and the goal of indirect
govermmental regulation in the form of antitrust law is the same -- to
achieve the most efficient allocation of resources possible.” (Northern
Netural Gas Co. v. FPC, 399 F.2d (1968) 953, 959). That is the theory;
but in fact, the result of much economic regulation would appear to be
protection of the regulated regardless of the impact on the economy. As
the Neal Antitrust Task Force concluded: "In the regulated sector of the
economy, the bias of policy and its enforcement is overvhelmingly against
competition."”

It 1s not my suggestion that we abolish regulatory agencies. Rather,
I am suggesting that they be relieved of their povwer to immunize anti-

competitive practices. We will always need regulation which complements

(more)
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rather than replaces competition in those areas where the marxetpiéce is less
qualified to serve, including public health, safety and conservétionvof

the enviromment. And in these non-economic areas, our regulatory agencles
have provided this country with an invalueble and irreplaceable service.

In addition, we may require some form of government intervention where
private industry is uninterested or incapable of fulfilling certain sosial
needs, such as in providing urban and intercity mass transit. - But our
economic policy with respect to both the private and public sectors should

be uniform: ' to promote the maximum smount of competition coensistent with
the public interest.

President Ford is to be commended for his decision to push for reform
of our regulatory system, with its public monopolies and its federal
protectorates. But I must stress again that this is only & small part of
the monopoly problem in America. Approximately 20 percent of our national
income is directly or indirectly controlled by federal regulation and
govermment enterprise. What about the remaining 80 percent of our economy?
It has been estimated that the cost of monopolistic regulation in the public -
sector may amount to as much as $21 billion a year.: By contrast, it has
been estimated that the costs of monopolistic practices in: the prvate -
sector may amount to nearly three times that figure, or $59 billion a year.
Hopefully, the Administration will begin to move against this second .°.

monopoly front soon.
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MR. NESSEN: The President met for slightly
over two hours with 12 Members of the Senate, 12 Members
of the House, and various members of his staff on his
proposals to simplify the regulatory agencies.

Let me just quickly give you one or two high-
lights from the President's opening statement, and then
we are going to have to brief you on this Rod Hills, the
Counsel to the President, w. o is heading the Domestic
Council review group that is overseeing the President's
ideas in this area; Paul MacAvoy, a new member of the
Council of Economic Advisers, who also is working in this
area, Senator Pastore; Congressman Jim Wright, and
Congressman Moss, whose committees will be dealing with
this problem.

MORE
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The President said that since he has been in
the White House and even before that, in Congress, he
has sensed a growing apprehension and concern about
regulatory agencies, the amount of time they consume and
the amount of added costs they put into the economy,
and lay on the consumer.

He said that they were established to serve
the public interest but that with the passage of 25 or
30 or 50 years, they have got to be looked at again

now to make sure they are still serving the public
interest.

The discussion was broken down into three
areas ~- economic regulation, health and safety regu-
lation, and administrative procedures.

The President made clear that he does not
want to dismantle the regulatory agencies. He has no
intention of dismantling environmental regulations,
health protections and consumers' rights, but he did

say that the cost-to-benefit ratio needs to be looked
at.

He wants to make sure that these agencies
still serve the public interest in the 1970s rather
than having gotten away from their original intention
of serving the public interest.

He told the Members of Congress that he hoped
that they could work together, the White House and
Congress, because regulatory agencies are a joint
responsibility of the Executive Branch and of Congress.

That is a summary of what the President said
at the beginning,and for more details on the meeting I
am going to give you these gentlemen from Congress and
from the White House.

MR. HILLS: Let me say, generally, the purpose
of the meeting was to seek a consensus from the group
gathered as to the major objectives of regulatory reform.
I think the President was extremely gratified to find
that there was indeed not only a consensus but unanimity

that regulatory reform was a critical item for the
future.

The purpose of the consensus, of course, is
in preparation for his meeting with all the commissioners
of the independent regulatory agencies, which will take
place two weeks from today. The consensus, which I
think I can state without fear of dissent, was broadly
in the area of economic regulation, the need for more
flexible pricing, more redefinition of the objectives
of agencies that had been in effect for a very long
period of time, and in some areas more ease of entry.

MORE
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O0f course, as regulation falls away from
certain economic types of regulation, it is generally
agreed today that the antitrust procedures and more effec-
tive antitrust protection must take its place,

In the area of general regulation, the need
for more cost benefit analysis was generally accepted;
in other words, regulation should not be passed in
a vacuum, rather they should have the benefit of an
intensive cost analysis, not necessarily that you can
trade off lives or safety against money, but that
people passing regulations mustyknow what it costs in
order to choose the best alternatives.

Finally, and certainly the most dramatic
assent, was that regulation takes too long and that
the substance that is created by that form of regulation
is perhaps the most deleterious effect upon the
regulatory efforts of Government.

The form of problems with big business and
little business was particularly harmful. The trouble
of small businessmen to deal with regulation was a
prime matter. There was not complete agreement on
every matter, Certainly, in the area of consumer
representation, there was a difference of approach.

There are a number of people, a number of
Senators and Congressmen, that feel there should be
a consumer agency to represent the consumers' points
of view. The President and others present felt that
there was indeed a stronger role for the consumer,
but that it could best be met by an effort in each
individual agency; in other words, redoing the agency.

So there was broad assent, there was broad
consensus the President sought, but of course there
were some areas of disagreement, and we are all
available for questions.

Senator, would you care to speak?

SENATOR PASTORE: First of qil, I think this
is one of the better meetings called By the President.
He should be applauded for it.

There is no question at all that the habits
of 1950 cannot be the procedures of the 1970s. A great -
deal needs to be done to modernize our regulatory
agencies.

On the other hand, it is not an easy solution
and it will require time, it will require patience, and
will require public confidence.

MORE



-4 -

I pointed out, of course, that there are
several elements that could be taken into account
as a remedy, on a short-term basis. For instance, only
too often -- and this is not a reflection on the present
Administration, it has been with all Administrations --
certain candidates who failed an election are usually
dumped over on a regulatory agency.

Many, many times we take people out of industry
and put them on a regulatory agency that is to regulate
that particular industry. And that is number one.

In other words, we ought to have people who
are independent, people who can be impartial, and
people who are not using that position as a training
ground to get a job with a regulated industry once
they leave that position. And that is one of the
first things,

Another thing, too, we have to be very, very
careful that the bureaucrats, the people who are
charged with dealing with the public, will use courtesy,
will not act as though they are despots, will not act
as though they have Plenipotentiary powers, that they
will be patient with people,

I have known of cases where under OSHA they
would walk into an establishment and summarily fine .
people for an offense where it was innocently done,

Now you can carry out the meaning of a
statute, you can carry out a meaning of a regulation
without being arrogant about it, and there has been
too much of that, and that has been a harrassment on
the part of business.,

On the question of a speedy conclusion, we
are all interested in that, but in the process we have
got to be very, very careful in that we are dealing with
the public and we cannot deprive the public from a
judiciary remedy.

In other words, if they feel that they have
been aggrieved, you can't deny them the right to go
to court and our court calendars are crowded and for
that reason, of course, there is delay upon delay.

Now, all of this has to be taken into account
and it won't be easy, as I said before, but it needs
to be done and I repeat again this is the first of a
series of meetings with the President. It can't be
done by the Congress alone. It can't be done by the
Administration alone. It has to be a joint effort
and we all have to look at the objective and do it in
a very impartial way.

Thank you very much. If danyone wants to ask
me a question, I will be glad to answer,

MORE
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Q Senator, do you agree with Mr. Hills
that there was a broad consensus in this meeting?

SENATOR PASTORE: Yes, there was. There was
a broad consensus that something needs to be done, and
rather quickly,

Q Senator, you mentioned specifically the
quality of the nominees to these agencies. 1In fact,
your own subcommittee has pPassed on a number of these
nominees so would you not say the Senate would have
to share the blame?

SENATOR PASTORE: Absolutely, but we have
rejected quite a fey of them. As a matter of fact,
we have the Coors amendment (nomination) before us now.
That is highly controversial, You wait and see what
happens to that,

Q Senator, how much of this can be done
without new legislation?

SENATOR PASTORE : First of all, I think
there ought to be an admonishment on the part of all
of these people who are entrusted with enforcing
regulations to act with decency, with dignity and
courtesy.

Q Senator, excuse me. Backing up to ?he
Coors nomination, are you saying that your subco?mlttee
is left with the position to reject that nomination?

SENATOR PASTORE: I did not say that at all.
As a matter of fact, I said it is highly controversial.
We have Separated it from the other seven nominees
because we have to deal with that separately. There is
a2 lot of objection to it.

Q Senator, did you get the impression that
you were far apart from the Administration on the matter
of health and safety regulations?

SENATOR PASTORE: Not too much. Not too much,
Of course, you have got to realize that the President

talked in general terms and it is a matter of implementation,
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Q Senator Pastore, do you kind of reject the
charge Ralph HNader made this week that the regulatory
reform is merely a ploy by the Ford Administration to
build political support for 19767

SENATOR PASTORE: I think it is too soon to say
that.

Q Do you think there is any kind of scape-
goatism looking for somebody to blame the economic crisis
on?

SENATOR PASTORE: I would not say that. I would
not accuse the President of the United States of that
deception,

Q Mr, Hills, the Adminis*ration a few weeks
ago proposed some regulatory reform in surface transpor-
tation, in rails. Supposedly, there is going to be some
more reform in trucks and some easing of regulations of
the airlines. Nothing has been heard. When is it coming?

MR. HILLS: This meeting is an effort to find
the consensus for most matters, and they are coming.
Considerable work has gone on over the last few weeks
between various of us on the White House staff and the
Hill staff with the agencies.

I think considerable has been done, if you
consider how such a short period the President has been
in office. I think you will find considerable efforts
at specific legislation in the very near future. I think
also you will find a greater consensus around such
legislation when it comes to the Congress.

Q May we hear from the two experts from the
House?

CONGRESSMAN M0OSS: I want to first agree that
there was a very broad consensus that reform must take
place, and particularly in the area of economic regulation.
There was not sufficient in depth discussion of health and
safety to characterize it as a reform, but it was not
marked disagreement.

Another broad consensus of great significance
is the recognition of the fact that neither the Congress
nor the Executive can effect the changes necessary by
themselves, It is going to require the closest cooperation
on a continuing basis if a restructuring of the regulatory
agencies is to be achieved,

There is a recognition that far too much time
is wasted in the regulatory process. It can be expedited
without the sacrifice of due process, and due process is
certainly an essential protection, both to industries and
to the public.

MORE
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We have a disagreement on the matter of a
consumer advocate. There is a division. It is not a
partisan division because support and opposition surfaces
from both sides of the political spectrum here in
Washington.

I think the significance is that we did meet.
and, after a meaningful discussion, agreed to seek to work
cooperatively and try to expedite the process of re-
evaluating these agencies.

We in the House in several committees =-- mine
having the broadest jurisdiction over regulatory agencieg ==
are working on a greatly accelerated timetable, reviewing
each of the agencies within the jurisdiction of the
House Commerce Committee.

We will have that work completed during the life
of this Congress, and we will have recommendations for
actions which will not in many instances require additional
legislation.

There was a consensus that a change of attitude
on the part of those engaged in the regulatory process
would be refreshing, would be constructive and would
restore a great deal of public confidence, a very essential
ingredient, in the work of these agencies.

I think that is a fair summary of the achievements
of this morning.

Q Did you discuss deregulation of gas prices?

CONGRESSMAN M0OSS: We did not discuss deregulation
of gas prices.

Q Mr. Moss, somewhere down the road, can we
anticipate a reduction in the number of regulatory
agencies through consolidation?

CONGRESSMAN M0SS: I would not rule it out, but
at this moment, I think it would be premature to state that
there would be a reduction. ‘

Q Mr. Moss, how do you evaluate the present
Office of Consumer Affairs?

CONGRESSMAN MOSS: The evaluation of the present
Office of Consumer Affairs operates really within a very
limited scope of jurisdiction. I don't think it would be a
adequate substitute for the consumer advocate agency,
which is being urged in both Houses of Congress at this
time.
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Q Sir, when you talk about regulatory
reform, are you talking about this year or next year,
or beyond that? What kind of time?

CONGRESSMAN MOSS: I hope I am talking about
a continuing review correcting faults as they surface
and starting at this time to accelerate the process of
identifying problem areas. I don't think we will ever
be finished with regulatory reform.

Q Mr. Moss, if Congress approved a consumer
advocacy agency and the President vetoed this legislation,
do you think the Congress would be able to override
the veto?

CONGRESSMAN MOSS: I would want, first, to
hear the reasons for the veto and see the final form
of the agency presented to the President before being
able to make that kind of judgment,

Q Congressman, is there a consensus in the
view that disputes on economic matters that are now
empaneled as matters of equity by the regulatory agencies
should be referred to the courts? And if so, would that
not delay things further?

CONGRESSMAN MOSS: Well, it presupposes that
we would have them have direct access to the courts
from the beginning and that, of course, is not in
my judgment anticipated. We have two very recent
complete re-enactments of regulatory agency legislation --
the Federal Trade Commission Act of last year and the
rewrite of the Securities and Exchange Commission Act
this year -- and T would suggest that those two indicate
both the consensus of Congress and of the Executive.

They resulted in a clarification of authority,
a broadening of authority of the agencies, and that was
achieved with the support of the White House, the
Department of Justice, the regulatory commissions, and
a major part of the regulated industry,

Q You do not have any consensus on abolition
of, say, the Interstate Commerce Commission or the Civil
Aeronautics Board?

CONGRESSMAN MOSS: I do not. A restructuring,
yes; an abolition, no.

Q You were talking, Mr. Moss, of having
something ready in your committee by the end of this
Congress. That doesn't seem to be very speedy action,
to me. Don't you expect something before that?
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CONGRESSMAN MOSS: Oh, I expect a great deal
before the end of this Congress. I was talking in
that context about an evaluation of the work of each of
the agencies within the jurisdiction of the House
Interstate and Foreign Commerce Committee, which has
the independent regulatory commissions and the Federal
Food and Drug Administration, and related agencies.

The total review by the end of this Congress --
we will be prepared to move with reports setting forth
very precise recommendations before the end of this
session of this Congress in some areas.

Q Which areas, Mr. Moss?

CONGRESSMAN MOSS: I think one of the first
will be with the Federal Power Commission, secondly with
the Federal Energy Administration, and from there on
there are several candidates, but we have not advanced
sufficiently to make a final decision.

Q Was any thought given to reforming the
wordage used in writing regulations, any thought given
to makirg regulations simple so that plain people can
read them and understand them?

CONGRESSMAN MOSS: There was a considerable
discussion about a need of the change in attitude.
Certainly, basic to a change of attitude would be to
remove much of the bureaucratic verbiage and to get
down to the essential use of the good English
concisely stated in all of these regulations.

Q In that regard, sir, you might start with
this Democratic policy statement here because -~ (Laughter)

CONGRESSMAN MOSS: That was a committee production.

Q Sir, at this meeting this morning, did you
discuss at all the Administration's proposals on
transportation, loosening controls over transportation?
And if so, do you have any prediction about what Congress
is going to do to Administration proposals in that area?

CONGRESSMAN MOSS: I do not have any predictions.
We discussed transportation and recognize a need for
freer entry in some markets.

On the other hand, we cannot abandon regulation
because there are markets where there is no effective
competition, '

Q Well, do you foresee, for example, free
entry into air routes in the near future?

CONGRESSMAN MOSS: I think a freer entry is a
distinct possibility.
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Q Mr. Moss, if it is true, as many have
charged, that some supposedly independent regulatory
agencies have become captives of the very industries
they are supposed to be regulating, then do you expect
that these industries are going to support these refoym.
efforts? Don't they have a vested interest in maintaining
the status quo?

CONGRESSMAN MOSS: I do not expect that they
will support reform efforts enthusiastically, but faced
with the inevitability of reform they will attempt
to give as much as they have to and no more, and then
Congress and the Executive will have to apply the
Pressure to go the additional step required to serve
the public interest. ’
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Q Why didn't some Republican Congressmen
come out here? Are they just giving yes to the
President?

CONGRESSMAN M0SS: I don't think so. My Members
on my committee have split on a number of issues as we
have moved along. They have not been a monolithic blotk
in working on the committee, but I don't know why they
didn't come in here at this time.

CONGRESSMAN WRIGHT: There is relatively little
that I could add. I think all of us agreed that it was an
extremely useful initiative that the President has begun.
I think all of us agreed that this is a most important and
an extremely vital effort that is being undertaken.

To expect unanimity from so diverse and hetero-
genous a group would be impossible. To expect consensus
would be rosier, but I think there is broad consensus among
those present, first, that: (a) regulation has become
entirely too burdensome in many instances; secondly, that
there seems to be an almost inexorable tendency on the
part of regulatory agen01es to proliferate guidelines never
intended by a Congress in enacting the parent legislation;
thirdly, that the regulatory process consumes entirely too
much time and that it imposes far too burdensome a paper-
work requirement upon applicants of all sorts.

I think there was general agreement that the
chief victims were the public themselves, and primarily
small business, which is required in many instances to fill
out the most elaborate forms that a General Motors itself
would have difficulty in completing.

- I think there was agreement that there is no
excuse for the kind of internecine warfare that sometimes
exists within Government, pitting Government agencies

into adversary relationships against one another and
leaving Government at war with itself where the public
becomes the innocent victim.

Illustrations abounded. One, for example, found
consensus that there can't be .any justification for safety
representatives telling the owner of a small industrial
plant that he must put in corregated sidewalks and corre-
gated floors so as to prevent slippage and a hazard to
safety, and when he does so, then representatives of
the health agencies telling him that he must take it out
because it can't be kept clean.

Any others could enumerate sever-l such
instances. All of them make Government look ridiculous.
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I believe there was agreement that we must, at
all costs, simplify procedures, that both administrative
and legislative branches have some responsibilities
in seeing that this is done.

I think finally there was agreement that it is not
going to be easy. Fighting red tape is like fighting a
Pillow, you can hit it and knock it over in the corner,
but it just lies there and regroups.

Q This meeting is being billed, as is the July 9
meeting as a regulatory summit, and the last time this
Administration convened the summit, it dealt with the
problem of inflation at a time when the public was
concerned about recession.,

Particularly, with the Congressional calendar
full of problems,like antirecession legislation, and tax
reform, what makes you think that there is a public
consensus for this summit conference or this kind of
discussion on regulation.

CONGRESSMAN WRIGHT: I am not certain that there
is a public consensus for a summit conference or a dis-
cussion of this sort. I am reasonably sure, and my opinion
was strongly re-inforced by reports from those who are
closest to the public in their respective States -- and
many of the States represented -~ that there is great
concern on the part of the public over a great deal of
regulation all the way from the IRS on the one hand that
touches to the newer agencies such as the Environmental
Protection Agency and the Occupational Safety and Health
Agency, which were created with high hopes to fulfill high
pburposes, but which in some cases have become so proliferated
with jungles of red tape that they have become counter-
productive for the purposes for which they were created.

I think there is a general public concern over
that.

MR, HILLS: If I can bear with you a minute,

Dr. Paul MacAvoy, a new member of the Council of Economic
Advisers, would like to speak for a minute.
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MR. MAC AVOY: Let me just add two points.
As an economist usually dealing with mathematical mode%s,
I was shocked by the unanimity of concern about the things
that I always miss: TFirst, too much paperwork; second,
the proceedings take far too long; third, that the
proceedings in good part end out protecting the interest
of the commissioners rather than the consumers.,

That is all in what we call variance in the
data and it seems to have grown to enormous proportions,
and perhaps the economic analysts ought to pay attention
to that, starting now,.

The second point is in the area of econ?mic
regulation I think there were two strong issues discussed,
even if indirectly.

One is that if you look at the basis for
regulation, the reason for starting regulation, it
was supposed to serve as a substitute for imperfectly
operating markets. It was supposed to do better than
competitive or non-competitive markets in serving the
interest of the consumer, but as you review regulation
and transportation, energy, and communications the
commissions have attempted to thwart the operation of
competition wherever it may appear, so rather than
substituting for markets it has tended to subvert what
market performance there is.

In the area of energy, there was a point made
that the use of historical costs and rate base procedures
in the Federal Power Commission and the State commissions
have wound down investment in gas and in electricity,
and that the present gas shortage wasn't in good part
due to the price freeze put in for a decade in the
Federal Power Commission over wellhead prices in inter-
state commerce.

In the electricity area, this may very well
be on the way to occurring in the next decade due to the
slow and cumbersome and historically based rate-setting
procedures of the State commissions.

That is enough for an economist, I think.

THE PRESS: Thank you.

END (AT 10:35 A.M. EDT)
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