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MINUTES OF THE 
ECONOHIC POLICY BOARD 

EXECUTIVE CO~~ITTEE MEETING 

February 2, 1976 

ATTENDEES: Messrs. Simon, Seidman, Lynn, Cannon, Dent, Baker, 
O'Neill, Gorog, Walker, Penner, Porter, Collinson, 
Hormats, Hughes, Arena 

1. Steel 

The Committee reviewed in Executive Session recent develop
ments with respect to the USITC recommended remedy with 
respect to speciality steel and the pending litigation re
garding the Treasury Department's denial of the steel coun
tervailing duty case against the remission of value-added 
taxes and the levying of value-added taxes on U.S. exports 
to Europe. 

Ambassador Dent reported on the trade oversight hearings 
held last vtTeek by the Senate Finance Committee. 

2. Countercyclical Assistance 

The Executive Committee discussed possible Administration 
responses to H.R. 5247. 

3. Social Security Tax on the Self-Employed 

The Executive Committee discussed the Administration's 
position on the recommended level of increase in social 
security taxes for the self-employed. 

Decision 

The Executive Committee approved recommending that the social 
security tax rate for the self-employed be increased 150 per
cent of the proposed increase in the employee,sosial security 
tax rate. 

4. Taxation of Withdrawals from a Broadened Stock Ownership Plan 

The Executive Committee reviewed a Treasury memorandum on the 
"Taxation of Withdrawals from a Broadened Stock O'imership Plan." 

Decision 

The Executive Committee approved option 2--recommending that 
all withdrawals from a BSOP (other than realized appreciation 
in value of distributed securities) be taxed at capital gains 
rates. 
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MEET T H E P R E S S 

MR. MONROE: Our guest today on MEET THE PRESS is L. 
William Seidman, Assistant to the President for Economic Af
fairs and Executive Director of the President's Economic Policy 
Board. He is a lawyer, economist, teacher, and until recently head 
of an international accounting firm. A personal friend of Presi
dent Ford for many years, Mr. Seidman is considered one of the 
President's most influential adviser~'! on economic matters. 

We will have the first questions now from Irving R. Levine of 
NBC News. 

MR. LEVINE: Mr. Seidman, on Thursday President Ford ve
toed the tax cut extension bill because it did not include the ceil
ing on federal spending which the President has consistently 
insisted on, but on Friday the President agreed to sign the bill 
after Congress added a vaguely worded statement saying that 
Congress would try to match tax cuts with spending reductions. 

Now the President's critics say that he changed his position in 
order not to risk unpopularity with voters whose taxes would be 
increased on January 1st. What economic considerations, if any, 
went into the President's decision? 

MR. SEIDMAN: I think very important economic conditions 
went into his decision, because he was fighting for really a funda
mental principle, and that is to tie spending and tax cuts together. 
I couldn't agree with your characterization that this is not a 
commitment by the Congress. I think that the difference between 
the time he vetoed the bill and the time he signed it was the 
fact that the Congress did commit, for I believe the first time in 
history, to tie together spending and tax cuts. They now have 
said and they have committed in their own language that they 
will tie these two together and, when they cut taxes further, they 
will cut spending further. That is what the President gained by 
his veto. 

MR. LEVINE: There are two other bills affecting the economy 
which now await the President's veto or signature. One of them 
is the energy bill which would roll back oil prices rather than 
increase prices, which the President has said is necessary in 
order to have more domestic production and conservation. 

Do you believe that the merits of this bill outweigh its defects? 
MR. SEIDMAN: I think it is a very tough call. As a matter of 

fact, I am in a little bit of a tough position because the President 
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hasn't announced what he is going to do with that bill yet, and I 
don't think that I should take a position on it with anybody but 
the President until he has made his decision. 

I can say though, with respect to your comment, that while 
there is perhaps a very small rollback in price at the beginning, 
its objective is, over 40 months, to get us out of controls, and 
that was the President's original objective. So while I am sure 
that the bill has good parts and bad parts, the pricing provision 
is the most worrisome. It starts in the wrong way, but should 
hopefully end up in the right way by getting out of controls in 
40 months. 

MR. LEVINE: The other bill which affects the economy is the 
so-called "common situs" bill, a bill which would increase picket
ing rights at construction sites. Do you consider this bill a plus 
or a minus? 

MR. SEIDMAN: I consider this bill a very tough bill for the 
President. As you all know, there have been unbelievable amounts 
of mail come to the White House. People are very emotional 
about the bill. The arguments are very strident. The President 
has not yet made his decision on the bill. I believe he will be an
nouncing it on Monday. Until that time all I can say is it is a 
rough political call. 

(Announcements) 
MS. SHANAHAN: Mr. Seidman, I am having a little trouble 

figuring out how you and the President can claim a victory in 
this budget and tax fight. Is it not true and-how can you claim 
a victory when the Congress hedged it in two ways: First, they 
said in effect we will balance tax cuts and spending cuts unless 
we change our mind over economic conditions or unforeseen cir
cumstances, which is a fairly total escape hatch. In addition to 
which the President wanted the tax reductions and spending re
ductions balanced against this tax cut and any future ones, and 
the way they worded it they said, only "any future ones." How 
can you claim a victory? 

MR. SEIDMAN: First, I kind of hate to hear the discussion 
put in that way-the question is what was done for the Ameri
can people by what the Congress did, and I think they made a 
very substantial step forward in tying spending and taxes to .. 
gether. What they said was, we commit that we will tie any tax 
cuts to equivalent spending cuts, and they defined them. In fact, 
Chairman Ullman said, in his statement to the House, that he 
saw no circumstances now that would require any change in this 
commitment, and he said that only if there were unforseen things 
that none of us could see now would there be a change. I don't 
think those are big loopholes. I think they are reasonable provi
sions to a firm commitment by the Congress. 
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The same kind of statements were made by Chairman Long 
before the bill was passed in the Senate, so I think it was a vic
tory, a complete victory in establishing the principle that we are 
going to tie spending cuts and tax cuts together. 

MS. SHANAHAN: Again, I am not clear how you can claim a 
victory and claim that it is the first time this has been done 
when Congress all this year has been operating under the new 
congressional budget procedures, which, in fact, make just such a 
tie. 

Why do you discuss this as if that didn't exist? 

MR. SEIDMAN: I think the difference-I commend what they 
have been doing, and we certainly don't want to do anything to 
harm that procedure because we are very enthusiastic about it, 
but I think what the President wanted to do was to get the dol
lar for dollar concept. That is, if you take a dollar out of taxes, 
you are going to cut spending by a dollar. 

That concept had not been established in the budget procedure, 
and establishing it, we think, was a very important concept for 
the future of this country. 

MR. SWOBODA: Mr. Seidman, why then didn't the President 
accept that concept when it was offered by Chairman Long of 
the Senate Finance Committee before he vetoed the tax bill? 

MR. SEIDMAN: I was personally involved in all that, and 
there was a lot of discussion. Chairman Long was interested in 
some kind of a compromise like that, but the people who were 
with him were not, so no such compromise was offered, I can tell 
you from my personal experience. When the compromise was of
fered it was accepted, but it was not accepted by the people who 
were in touch with us before that, to my knowledge. 

MR. SWOBODA: The idea of cutting spending $1 for every 
dollar you have cut in taxes may make good political sense this 
year, but how much economic sense does it make to a nation still 
trying to pull out of one of the deepest recessions in its history? 

MR. SEIDMAN: I think it makes a great deal of sense. Our 
analysis is that government deficits have been importantly the 
cause of inflation, and inflation is the cause of the recession, the 
unemployment, all the difficulties we have had. So we are fighting 
the basic battle here: Are we going to get inflation under control 
and thereby get unemployment under control and get out of the 
kinds of cycles we have just been in? So, I think it was very 
important. 

MR. LISAGOR: Mr. Seidman, the President appears to be in 
deep political trouble according to the polls, and he has been ad
vised to use his State of the Union Message to outline a Ford 
blueprint for this country. 
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My question is, with a $395 billion budget ceiling, how is he 
going to propose any new programs that will cost money? 

MR. SEIDMAN: Let me start by saying I can't agree with you 
that the President is in trouble, because a poll may have made some kind of an indication, because the polls fluctuate. They are 
like the stock market. They go up and down. I think you have to look at the real job to make a judgment. On that I think the President's State of the Union and what he proposes for the country will be vitally important. 

I wouldn't agree with you that he has to propose new and expensive programs in order to propose a good blueprint for this 
country. In fact, I would disagree with you. I think it is vitally important that we take the programs that we have now and run 
them well, cut out the ones that aren't working, use those funds to implement the ones that are working, and overall propose a 
fiscal policy that will give us a sound economic recovery. By that I mean a recovery with good, sound growth and without inflation. 

MR. LISAGOR: So it will be, I take it from your answer, a nonew-name policy, a hold-the-line policy in the State of the Union? 
MR. SEIDMAN: I think we should wait until the President presents it to give it any characterization. It will be limited to $395 billion. 
MR. LISAGOR: Vice President Rockefeller has conducted extensive hearings around the country and has made some elaborate 

recommendations as to what the President ought to do in a whole range of areas: health insurance, welfare reform, tax reform, and so on. 
Are you saying that those recommendations will have to be 

put aside for the President to stay within his $395 billion ceiling? 
MR. SEIDMAN: No, the Vice President's recommendations, I am sure, will be an important part of the program, but that does 

not necessarily mean that we are going to have the kind of recommendations that lead to the spending of another Great Societytype effort. 
The Vice President's efforts are important in the area of making sense out of what we have now, and I think that when people see these new programs they will see that they do make 

sense and that just throwing money at problems is not the way to correct them. 
MR. MONROE: Mr. Seidman, in this confrontation just completed, didn't the Democrats have some justification in feeling that the President was operating politically on at least two grounds: one, the President has practically announced that he sort of likes the way Harry Truman ran against Congress years 

ago and that he intends to run against Congress this time if he 
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can get past Ronald Reagan; and two, he came up with a plan of 
tax cuts that everybody could enjoy before the election but spending cuts that might hurt some people and might hinder the recovery that would not really take effect until after the election. 

MR. SEIDMAN: I think there are a couple of things. The President certainly admires Truman for a great many reasons, and I would say because he was courageous, because he did what he thought was right and not necessarily because he and the Congress tangled from time to time. I think calling this program political just doesn't look even at the political aspects of it because this budget that is going to be proposed is going to 
be a very tight budget. It is going to be $28 billion under what 
it would be with normal growth of spending. That means that practically every program is going to have to take some kind of limitation. Those are the kinds of discussions that politicians usually don't like to have right before elections, so I would say that characterizing it as a political windfall would not be the proper way to state it. I think what it is is an honest attempt to meet a fundamental American problem. 

MR. MONROE: Is the Defense budget going to be cut a little bit, or substantially? 
MR. SEIDMAN: I don't think I ought to go into the particular areas, but the President has said that every program is going to be looked at across the board, including Defense. 
MR. LEVINE: Mr. Seidman, with 1976 approaching, what do you foresee as the inflation rate and the unemployment rate in 1976 as compared to what the final figures may be this year? 
MR. SEIDMAN: That is a very difficult question because it depends, as you know, on a great many actions that have not yet 

been taken. We have some very important labor contracts which are coming up early in the year. yv e still have the battle of the budget with the Congress to be determined, and those could very 
much change the kinds of forecasts that we see at this time, but we see that the inflation rate hopefully will be six per cent or a little bit under and moving down. The unemployment rate, I am hopeful, will be in the low seven per cent or perhaps even 
under that by the end of the year. Those are our forecasts. They are based on our best judgment of the facts as they are now. They are not our goals. We hope we will do better on both of those. 

MR. LEVINE: Some economists and some businessmen believe that the recovery we· are now experiencing is a good deal slower than had been expected and there is even a fear that it may be interrupted. 
Are you satisfied with the pace of the recovery? 
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MR. SEIDMAN: I think the pace of the recovery in the third 
quarter of this year was very rapid, somewhat more rapid than 
we had expected, with the GNP growing at an 11 to 13 per cent 
rate. It has slowed up a little bit now as we would expect. At 
this time we feel that it is reasonably well on track. These are 
a couple of areas that we would like to see better. Housing, cer
tainly, we would like to see moving ahead a little bit faster. 
Investment in plant and equipment, we are still waiting for it to 
take off. So I think it is on a reasonable track considering where 
we were last summer. 

MS. SHANAHAN: Mr. Seidman, the President said yester
day that he is going to recommend an additional $10 billion tax 
cut, giving him his $28 billion he originally wanted in two bites, 
$18 [billion] the bill as such was passed and then another 
$10 [billion]. What can you tell us about what is going to be 
in that proposal? Is he going to recommend the undone parts 
of his October proposal including a corporate tax rate cut 
and personal exemption increase? 

MR. SEIDMAN: Frankly, I don't know. We just got the 
package that we ended up with, as you know, just a day or two 
ago, so we haven't had a chance to really discuss that in depth, 
but it would be my judgment that we will move towards the kind 
of program that we originally proposed since that was our judg
ment of the best way to make tax cuts. However, there are some 
others on the books now. We will have to take those into con
sideration in order to make a judgment. 

MS. SHANAHAN: Specifically the administration has been 
arguing earnestly, almost since it first came into office, that we 
need to make changes in the tax law that would make invest· 
ment in business more attractive, what the economists call cap
ital formation. 

Is this $10 billion the vehicle for that, and would a program 
of that sort use up the whole $10 billion? 

MR. SEIDMAN: I think that is a question that we are going 
to address, but I think the point that we must have increased 
investment in this country in order to provide jobs, good jobs, 
good paying jobs in the private sector, is fundamental to the 
future of our people, and we will be looking at that area. We 
have proposed a number of programs in that area, and we intend 
to continue to push for more investment to provide more jobs. 
That is the President's position. 

MR. SWOBODA: Mr. Seidman, I would like to follow that up 
for a minute. Theoretically, under the free·market system, the 
capital flows to those corporations that most deserve it. Since 
this administration espouses the free market system, why 
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should business be given massive tax breaks to attract new 
capital investment? 

MR. SEIDMAN: There are a number of arguments in that 
area, and I think it is important that you start with the under
standing that capital is not freely flowing now. There are all 
kinds of things in the system which direct it to one place or 
another. The important thing I think is to try to either neutral
ize those or move those in a way that will go to the areas where 
we do not appear to be meeting our needs. 

I think a good example of that is the public utility field where 
we have had considerable problem getting sufficient capital to 
build for the future at the rate that we need it, and therefor:e1 
the President proposed a program to give special incentives so 
that the public utilities would be able to get the capital in order 
to provide electricity for the future. 

MR. SWOBODA: Yet, Alan Greenspan, the Chairman of the 
President's Council of Economic Advisers, makes little secret 
of the fact that he doesn't believe there is a capital crisis; what 
makes the President differ with his chief economic adviser? 

MR. SEIDMAN: I don't think there is a difference in those 
terms. I think what Alan is saying is that the capital availability 
will be there if the federal government will get out of the market 
and leave the funds for the private sector. In other words, he is 
saying that the private sector will work okay if the federal gov
ernment will stop borrowing so much money, and I don't believe 
there is any difference between him and the President on that 
point. 

MR. LISAGOR: Mr. Seidman, is the President's economic 
advice too one-sided? Is there a dissenter in the crowd at the 
White House? 

MR. SEIDMAN: I would say that if he isn't getting a broad 
view in terms of economic advice, then I have failed in my job, 
because it is my job to see that he . does get a broad spectrum of 
views, and it is my view that he does. 

Just two or three days ago we had 16 or 17 economists in 
from all around the country, leaders with all points of view, 
from Heller on one side right across the spectrum, and those 
views are all summarized and given to the President. 

Within the group that talks to him on a much more daily 
basis, Secretary Dunlop certainly disagrees with Alan Green
span from time to time. Secretary Simon has his differences 
with me from time to time, not personal but on the basis of 
policy. We work very hard to see that the President gets a 
broad spectrum in making his decisions. 

MR. LISAGOR: Some of the critics of the President's eco-
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nomic policy say that it doesn't appear that he has a clearly de
fined economic policy. Let me ask you straightaway, does the 
administration have a comprehensive policy for reducing in
flation and unemployment? 

MR. SEIDMAN: It clearly does. 

MR. LISAGOR: What is it? 

MR. SEIDMAN: It clearly does. It starts with fiscal policy. 
It starts with the way the government behaves towards the 
private sector, and it says that if the government is not re
sponsible in handling its finances it will make it impossible for 
the private sector to handle its finances and grow appropriately. 
So, the first thing to do is to allow the private sector sufficient 
funds to do the job which they have done so well for us his
torically. 

If they have it, then they will have capital funds. That means 
they will be able to borrow money and use it to buy plants, to 
put machines in place and to hire people, and that will provide 
real employment, that will provide real production, and those 
are the things we need to have a sound economy. 

In addition to that, we have looked at the whole regulatory 
area in the attempt to hold down costs. The whole energy pro
gram is a part of our economic program. 

MR. LISAGOR: I suppose the question then is, why isn't it 
working? Why does inflation continue to creep up and why 
doesn't unemployment come down? 

MR: SEIDMAN: I think you have to look at what the Presi
dent has done. Let me take you back just a year ago. 

A year ago, we had an inflation rate of 12 to 13 per cent. We 
were having unemployment increasing, people becoming unem
ployed at almost a millon a month. We were looking at a fall 
in our GNP of 7 to 8 per cent. Now, a year later, the inflation 
rate is in half; unemployment is no longer increasing, it is going 
down; and the GNP is increasing at a 10 per cent or more rate. 

The President said in his State of the Union speech he was 
going to turn the country around and point it in a new direction, 
and I believe he has. 

Let me just finish by saying, I don't say that we are where 
we want to be. We are not. We had a terrific recession and it 
is going to take a while to go out of it, but we have turned it 
around, and due to the President's policies it is going in the right 
direction. 

MR. MONROE: Mr. Seidman, you talked a moment ago about 
7 percent unemployment all during 1976, almost as if you were 
satisfied with that. Do you know anybody who is unemployed? 
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MR. SEIDMAN: I certainly do, and I can tell you that it is 
a terribly disheartening experience. I have been out there in the 
private sector where we had to let people go, and it is an emo
tional and a terrible experience. And the question is, what can 
we do about it? 

We have done two things. One, we have tried to provide for 
the people who have become unemployed in a way that their 
incomes can be maintained and in ways that will help them to 
find new jobs, and at the same time we have tried to build good 
new private jobs for them and that takes time. So no one in 
this administration thinks that those kinds of unemployment 
figures are good or are we satisfied with them. What we want 
to do, however, is build employment for people who are unem
ployed that will be real, solid, well-paying, and long-lasting. 

MR. MONROE: We have about 40 seconds. 

MR. LEVINE: I would like to return to the picketing bill. 
There is general belief that the President may veto that, that 
he is under extreme pressure to do so, and that Secretary of 
Labor John Dunlop would resign. Is the President willing to 
pay that price? 

MR. SEIDMAN: The President will make his decision, I am 
sure, on the merits of the bill. I have no information on what 
the Secretary of Labor will do, if there were a veto. My hope 
would be that he stays with us, because he is an outstanding 
gentleman and I think does a great job for the country. 

MR. MONROE: I am sorry to interrupt, but our time is 
about up. Thank you, Mr. Seidman, for being with us today on 
MEET THE PRESS. 
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