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ECONOr-IIC POLICY BOARD 
EXECl.J"""TIVE COH.NITTEE MEETING 

AGENDA 
8:30 a.m. 

Roosevelt Room 

February 9, 1976 

1. Revie\v of status of tax initiatives 

2. Roles of State and STR 

3. Services and the Multilateral Trade 
Negotiations 

Treasury 

Seidman 

STR 

Digitized from Box 56 of the James M. Cannon Files at the Gerald R. Ford Presidential Library



THE WHITE HOUSE 

WASHINGTON 

February 6, 1976 

MEMORANDUM FOR ECONOMIC POLICY BOARD 
EXECUTIVE CO.Mt-HTTEE 

FROM: L. WILLIAM SEIDMAN ~ 
SUBJECT: Roles of Department of State and 

Office of the Special Representative 
for Trade Negotiations 

A series of meetings with representatives of the Department of 
State and the Special Representative for Trade Negotiations 
have resulted in the following delineation of roles between 
the Department of State and STR: 

1. Commodity Policy Development and Strategy 

U.S. Government commodity policy will be developed through 
the Economic Policy Board and the National Security Council. 

The Assistant Secretary level EPB/NSC Task Force on Com
modity Policy will report to the EPB/NSC on a biweekly 
basis and will include representatives from: 

The Department of State 
The Department of the Treasury 
The Department of Commerce 
The Council of Economic Advisers 
The Council on International Economic Policy 
The Special Representative for Trade Negotiations 
The Assistant to the President for National Security Affairs 

The Assistant to the President for Economic Affairs 

Strategy for implementing commodity policy in the Conference 
on International Economic Cooperation (CIEC) will be devel
oped through the CIEC Coordinating Committee and its four 
subcommittees. The Office of the Special Representative 
for Trade Negotiations will have membership on the CIEC 
Coordinating Committee. The CIEC Coordinating Committee 
will report to the EPB Executive Committee on a regular 
basis. 

Interagency differences on commodity policy and strategy 
will be considered by the EPB/NSC. 
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2. OECD 

Representatives of the Department of State and the Office 
of the Special Representative for Trade Negotiations will 
serve as Joint Chairmen of the United States delegation 
to the OECD Trade Policy Committee and as Joint Chairmen 
of the United States delegation to all ad hoc OECD com
mittees relating to trade. 

3. STR Membership on Economic Policy Board 

The Economic Policy Board will recommend that the President 
designate the Special Trade Representative for Trade 
Negotiations as a member of the Economic Policy Board. 

The Special Representative for Trade Negotiations is 
invited to attend EPB Executive Committee meetings when 
commodity or trade policy issues are considered. 

The Special Representative for Trade Negotiations, as 
Chairman of the Trade Policy Committee, will report on 
trade policy issues periodically to the EPB Executive 
Committee. 

The above procedural arrangements have been reviewed by the 
White House Counsel's Office, the Department of State, and the 
Office of the Special Representative for Trade Negotiations 
and have been found in compliance with the Trade Act of 1974. 



February 6, 1976 

ECONOHIC POLICY BOARD 
EXECUTIVE COHMITTEE 

Proposed Agenda 

r-1onday, February 9, 1976 

1. Review of status of tax initiatives 

2. Roles of State and STR 

3. Services and the Multilateral Trade 
Negotiations 

Treasury 

Seidman 

STR 

Tuesday, February 10, 1976 - EPB/ERC Executive Committee 
PRINCIPALS ONLY 

1. Clean Air Act Amendments 

2. Report on Project Independence 

3. Establishment of Labor Negotiations 
Committee 

Wednesday, February 11, 1976 

1. Regulatory Reform and Broadcasting 

Thursday, February 12, 1976 

No Executive Committee meeting 

'Friday, February 13, 1976 

No Executive Committee meeting 

FEA 

FEA 

Seidman 

MacAvoy/ 
Schmults 



THE WHITE HOUSE 

WASHINGTON 

February 6, 1976 

~lliMORANDUM FOR ECONOMIC POLICY BOARD 
EXECUTIVE COMMITTEE MEMBERS 

FROM: ROGER B. PORTER ~~~ 

SUBJECT: Services and the Multilateral Trade Negotiations 

Secretary Simon has requested that the attached letter regard
ing services and the Multilateral Trade Negotiations be review
ed by the EPB Executive Committee. It will be considered at 
the Monday, February 9, Executive Committee meeting. 
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D2 cJ. :C Bill: 

On8 of the novel f~at~res of the Trad2 Act o f 1974, as 
yot: };:nm·r 1 ', ,-a.s the inclusion for the first tira of serv·ices 

~ 

\·ri t.hin th8 President's .negotia.ting authority. · This T:fas incluj:p.--1 · 
at the behest of service industry representatives who stated : 
ti1at their international problems have not received adequate 
attention by the U.S. Government. 

Since the passage of the Trade Act, we have received 
a nulT>.ber of requests from service industry representatives a?:td 
organizc.tions such as the t•iational Cha?:J.ber of Corr~-r.erce and the 
National Foreign Trade Council for the establishment of a 
formal advisory structure for services related to the multilateral 
trade negati~tions. In August ;,.;e D.et "I.·Ti th a nuiT.b2r of se:r-vice 
industry representatives at a meeting convened by the National 
Ch::J.I:iber a~1.d requested ·their assistance in providing topics thu.t 
\·JO'J.ld be .:>,_t.;propria"t:e for discussion at the GI\.TT meeti1.1gs in 
G~neva. To da·te, \-.7 C have received :10 response to this resuest. 
I ., -. . ' f.C h . ., -'-h .1- • • t. . n aad.l t:ton, my st:a .1.. .as revle\·7eo ._!._e ex'-ensJ_ ve -ces 1mony g1 ven 
by service industry represe:1tatives on a nurr0)er of occasions 
in the past to identify appropriate issues for inclusion in the 
EnJ and He have come up \·Ji th little in ·the >.·:ay of meaningful 
results. 

Service industry representatives have pointed out to us 
on a nu_n:t"0er of occasions that there is no single Federal agency 
that takes a direct interest in the problems and issues that 
they face in international markets. There are a wide variety 
of industries involved here, including transportation, 
co~~unications, insurance, banking, technical services, and 
travel services. Some of these ind~.1stries have :.:-ela.-t:icnships 
with Federal agencies such as State, Treasury, Transpartationr 
and Co1.71..:n3rce, but there is no overall Govern:nent mech a.nism that 
effectively addresses the problems they face. 

He have discussed this situation Hith seve ral Gov ernme:r:. t 
a gencies over the past months, particularly the U.S. Depa rtnent 
o f Corr.rr.e rce, to iden·tify the best n e xt steps to sa-tisfy the 
responsibilities set out in this area in the Trade Act. The 
p rimary result of these discussions has b een the conc lusion, 
sha red b y the Corn.:l\e rce De p2rtment, th a. t a co-:l~prehe!l. si ve stu dy 
s h :Y.Jld b e: coordina t e d \!i t: i. the se r·v· ice i ndustries t o a c co2plis:--c 
·t l-:2 f o l lo:.·.·ing; 

-, 
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1. Review international issues of significance 

to U.S. service industries and describe 

what forums exist for i nternational cooperation 

on these topics and how effective they arc; 

2. Identify the problems faced by the U.S. 

service industries in international corr._,_'"'<erce 

not adequately covered by current means of 

international cooperation; and 

3. Identify the most appropriate solutions and 

hm·7 the multilatera_l trade negotiations could 

relate to these solutions. 

The Department of Commerce has general responsibilities 

regarding business and industry, but a study of this @agnitude 

\•Tould obviously have to include the active participation of a 

'.·7 ide variety of Federal agencies. Accordingly, '-"'e believe 

that the best approach would be to organize the effort as an 

activity of the Council on International Economic Policy. 

CoiT~erce has offered to chair the study within CIEP. 

Since recent developments at Rambouillet and at the G.P.TT 

Trade Negotiating Corm:nittee in December have prompted us to 

undertake an accelerated schedule for the MTN, I believe it 

would be appropriate to begin such an effort on a priority 

basis to be sure that the service industry interests are fully 

considered in our negotiating plans and strategies. I would 

be pleased to discuss this \vith you in more depth at a 

mutually convenient time. 

Thank you for your consideration of this request. 

Honorable William E. Simon 

Secretary of the Treasury 

Washington, D. C. 20220 

CC - Honorable James Baker 

Under Secretary of Corr~erce 

Honorable John M. Dunn 

Council on International 

Economic Policy 

Sincerely, 

~~!" ,I,--..._'\_ 

.I 
Freder1ck B. Dent 



ASSiSTAt:T SECRETARY 

DEPARTMENT OF THE TREASURY 
WASHINGTON, D.C. 20220 

Februarv 3, 1976 

1c1EMORANDUM FOR THE HONORABLE L. HILLIAl1 SEIDlA'AN 
ASSISTfu~T TO THE PRESIDENT FOR 
ECONOHIC AFFAIRS 

Subject: The President's 1976 Tax Program
Legislative Status 

At your request, this memorandum will briefly outline 
the present status of the various tax proposals contained in 
the President's State of the Union Message. 

Deepened Tax Cuts - He have drafted a bill to implement the 
deepened tax cuts on an interim basis as of July 1, 1976 and 
to put the President's full program in place as of January 
1, 1977. No decision has been made as to \vhether this bill 
should be introduced in the House of Representatives at this 
time. The principal alternative \·muld be to have the proposal 
considered by the Senate Finance Committee when it takes up 
the Tax Reform Act of 1975, as passed by the House, which 
contains tax cut proposals for the full year 1976. 

Broadened Stock 0\•mership Plan - Pursuant to the meeting 
\·7ith Senator Long \vhich Secretary Simon, you and I attended, 
';ve have not submitted a bill on BSOPs. Instead, \ve are 
\vorking with Senator Long's staff to attempt to develop a 
mutually satisfactory proposal covering the concepts of 
broadened stock ownership and employee stock o\vnership. 

Job Creation Incentive - 'Harking w·ith Bill Gorog, we have 
drafted a bill, which is to be introduced by the Republican 
members of the Hays and Heans Corrrrnittee, vlith some Democratic 
support as \vell, some time next Heek. The bill is in the 
final drafting stages, with the remaining problem being to 
incorporate certain suggestions made by organized labor. 

Estate Tax Relief for Family Farms and Businesses - We have 
not drafted a separate bill on this topic as it will be 
considered by the 1-Jays and Neans Coi'Jillittee along \vith the 
general consideration of estate and gift taxes scheduled as 
part of "Phase II". It appears that hearings \vill be held 
on this subject in March. 
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Social Security Tax Increase - The Tax Policy office has not 
been given responsibility for drafting this particular 
legislation. · 

With regard to Committee activities on tax legislation 
other than that.mentioned in the State of the Union Nessage, 
I attach for your information two memoranda prepared for the 
Secretary by John Hunnicutt relating to the schedules of the 
t\•70 tax-writing Committees over the next several months. 
With regard to the Ways and Means Com.111ittee, Treasury has 
already presented testimony relating to tax option bonds, 
bank holding company divestitures and tax return confidentiality. 
On the latter bvo items, Chairman Ullman is having bills 
drafted to be introduced by himself; prior to introduction, 
Treasury is supposed to be given the opportunity to corrrrnent. 

With regard to the Senate Finance Committee, it is not 
anticipated that consideration of the Tax Reform Act of 
1975, as passed by the House, \·7ill begin until Harch 16, 
1976. As noted above, this is approximately the same point 
in time at which the \.Jays and Heans Corrrrnittee ~;.;ill be 
.considering estate and gift taxes as part of the so-called 
Phase II. Finally, the 1-Jays and Heans Task Force on Capital 
Formation has commenced meeting on a regular basis. A copy 
of the agenda is also attached. 

You should be aware that under the Budget Control Act 
of 1974, the tax-~;vriting Committees must give their estimates 
of tax receipts for fiscal 1977 no later than March 15,. 
1976. Accordingly, major revenue decisions will have to be · 
made by these Committees prior to that date. For example, 
if the Committees foresee changes in the estate and gift tax 
la\vs \vhich Hould be effective in fiscal 1977 that would have 
a major revenue impact, they must be able to identify these 
changes prior to March 15, 1976. 

Attachments 

William M.· Goldstein 
Deputy Assistant Secretary 

for Tax Policy .... ·- . 



Date: Jo..-mory 23, 197C> 

Fro:::: 
i 

! ; 
, I 

I 

c;,~, ; .. r·t- Pays and H2ans Corr~-:1i t tee Legis la ti ve Progr o.m 
\..J Lt .. J ;_.. v . 

1. Mi sce J1 aneous Minor Tax Bills: Hearings ~ere conducted 

2. 

L~. 

l \ ~ ' .• -· ~ . • 1. -· ~ ..•.. 

d 
• • . . I' 1 II • 1 1 1 . r 

urlng tne last ses s :Lon anc a ·ma::cr'-UP l s sc,1ecu c;;j ror 

January 29, 1976. Treasury su~mitted a report on each 

b .,; ( ntt 1 1 l' f- 0~ D r.'f:' 'b.'ll) 
l 1. 1. , s e e a _ a c 1 e c l s c. r s 1 c.: ~ ll. 1. c .L s . 

Tax-Exempt Bonds: 
1\:irtller action -Is 

Hearings were conpleted this week . 

schEduled at-present . 

rr ;J.:-: R.c: t tll-n C0~1 f i c\c:n .I;_ j __ 21 ~:.. t Y' : A n ~ ar ii!_g is s c1·lc cl L~ lc d for 

1T:::-c·---::-::( ,, o' "'.:-;--J"'·-;~;;:-.-~·r;-;:-);--T~:--, o" T1-i •·'rl " ''1-~ .-,~1--,-.- ,, tc) .r. ") l i o·J 
r.·L.ilt::v - <.. .... J, G~JI...-~Cl.l..J'l-··, _j ) :.--.l,.. 0. l•w.L.t' ... L·;) J.\... ............ ,· 

du1.·ing the first ~-;eel::. o:E Fc::brue~:y . The Ad!:::inis~:rDti0!1 

submitted its o~m bill 01:1 this issue, H . R . 11090. 

a. Taxation of Capital Gains at Death 

i. Carryover Basis 
ii. Capital G~ins Tax 

iii. Additional Estate Tax 

b. Liberalization of Marital Deduction 

d. Unificati on of Estate and Gi.ft Taxes 

27 

r~e.s 
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c. Tnxati.on of G~n~ra tion Skippinz Trusts 

f . Liquidity Problc11:s of family fanr.s an d TJ'Js:i_ness(~S 

6. Tas1~ Forces: 

a . Capital Formation 

b . Tax Deferral for Foreign Subsidiary Earnings and 

the Taxation of Shipping Income 

Th e specific timetable and asenda for each of the task forces 

is uncertain at this time. Hm-1ever , some report or recor.m1enclatic 

is expected from each in Mav or June (see attached list for 

l'1em.bei-s of each ta sl,~ force)-. 

7. Debt Limit Ext2nsion (to expire March 15) : Hearings 

likely to be scheduled l ate februaTy or early l·~arch . 

The Co:mr:it tee has not scheduled an executive session to 

cons i.':1er its recorr:menda tions to the l1ous e Budget Co~n~i::: tee 

regarJ ing the level of federal revenues and the amount by 

\-J}lich th2 aggreg.::, t c level of revenues should be inc:::cz, ~: cd or 

d ecrc:2.soc! by bills to be reported by the C o:i~!"<litt~c . The 

Cmnmittc:-e ' s rece::-r:':;cndations are due 1L.:n-d1 15. The First 

Concurrent Resolution incorporating th e CoC~:mi ttce 1 s recon:n:en

dations must be adopted by May 15 . 

1\ t tach?ncn ts 

C C : Halker 
Goldstein/ 
Bradford 
Collinson 
Eb erle 



F r () ''l . . .... Jl,. 

/ 

( ' /!// 
John E. Hunnicutt .' . .'. ·._ · ...... v .. ~~) 

Date: Januo.ry 22, 197G 

Sub j::;ct: Ten t<1 tive Finance CorrUJi t tee Schedule 

r ,, , .... 1 , ~ •• • • , 

Senator Long has announced the following t entative schedule 

for th2 Finance Comci t tc~e: 

J2nuz:n:y 29 - 30 
Febru~rJ 4 - 5 

February 7 - 15 

Week of February 17 

Febru::n.:-y 21~ - 2 7 

Hearinzs on Tr2d2 o.nd Horld I:cc;:-;o!;;::_c.; 

Conditio:1s: Secretaries 1~iss:i.~-,:::er ..... ~ ) 

Simon, Butz, and Dent; public 
witnesses representing industry, 

labor and agriculture 

(Senate in recess) 

Co~~ittee Executive Session on 
r;j_ s ce J_lc! r1 c ous t a>:. c:T!.2"l1 dLl.:::~:1 ts c:.r-~ cl 
non co:• trover sial ~:G.minis t::c .:~ ti \-e 

• • • ~, l' ' m 

pro\'i.SJ_ons ln ute wusc pas:::;cG lc::-: 

Reform Act 

In the closin~ dnys of the first 
sc~ssion, the Fin.::mcc~ Cc:-~;:·i'.::tc:e 

azrecd to a series of "r:;i:lc_- tc-. :-~ 

aF.2ncLn2nts'' \·lhich \-:ere to have 
b een added to a pendin~ House 
passed tariff bill. O~jection 
\·7as raised to the consic~eratio:-t 

of the bill and thus no ac~ion 
was taken. IRS has urged quick 
adoption of the noncontroversi2l 
adillinistrativc tax provisions. ----

Executive Sessions for the Cc,~.--.::-::'c.t.tcc 

to c:c:vc lop i t.:s spending ar.d rc;\'Cil:.:c: 



Heck of H2.rch 9 

March 16 - April 8 

April 11+ - 25 

Hay 

-2-

1:ccc':'>2nclCJ.tioc:s for t:h~ first 

b udget rcsoluUon due l:arch 15th. 

Hearin(SS and cxecu ti vc s cs s io:::-t on t:l'.e 

bill extending the debt liDit (~uc to 

C):pire 1-iarch J.S , 1976); and 2n 

author:Lzat ion b:Ll l for the U.S. Intcl:

nat:iona l Trad e Commission (required 

by the Trade Act of 197~) · 

Co~ :::r:i ttee Hc2rings on T.:n: 

pas~2d by the Eousc. (H. R . 
Refo·:.-:n :3 i 11 

lo r:l") u_:... . 

Pc:csons interested :i.n thc c:2w1·""··' 
. J-' 

t ""'- bJ'll ( -i.,.1 Cll•~1J· ·~r- i·'lOSr, ··-~-r '.-,~,-,~ 

n-"- .. _ . L 1 • • u . 1 'c, _ l '-' '.. • . l) , ' c. , -~ 

already te st ified) ~ill be pcrcittcC 

to submit ;:·.octified vie\ .'S il: -;.·~i ting. 

Also , hc.::ri ngs \·li11. co\'cr c-~:;y 

acl cli tion2l tax is s ucs e::tb oC:.i c~ C:. i::. 

::• .. ·.:.·•"'"" . . d.1".· 0.-_.~j·o~ to tr.>_r.. l ... fO'L1.S"' Dr·c- ·· --a· ;..,..: i 1 

- -" "- . ~- '-- '-- . (. .. ..' ~' ;:_ ' ~' _:_ - ·-

offered by Senators and rc£crr2d t~ 

the Com.::ti t tee . ----

( Senate in r ecess ) 

CoiT;..;:ti ttee executive sessions on enc2.-;y 

t a x measure s , tax cut extension, tax 

re forD -- H.R. 10612. 

No mention \ •7as made of Revenue Sh aYir~z; in th 0 sehcduJ.c. 

Scr1ntol· Lon g incliu:tc cl he '.:c-:.:·ct.::.s to r_.; ai t for ti1:2 Hou..;c to 2ct 

f l r s t . 1l c c.:-:: nrc ~; s c d p r e [c. r e::1 c e for the f o n:rJ l a in n r c ~; ,~ ::. t 

1 '1 '.·7 (p r.~-j~·1 DS ,\ .J·th .,.,-;.,0·,- 't"OC~ -: -J.."·i n·,t·l· C)"c·) ~~t'neo•· i-11-=>n "t'tl~"' t1('•·.:;o 

~ {_ \ • 1.._ J_ l C• 1 .._ \\ - 11' -- l.. ..._ ll ~- . ....._ \... <. ... \.- ., ~ ,I J.... t..l.. \:- - \...... C.. . "-• _ . , ... ..._ ..._ 

forr:·tu la. Thus, he does not -:;.;j_~;h to send to the llouse .:: Se::.otc 

formul.:1 and then find hin~;cl :C in a cor:.f:e1~enc..:.' l1avir. g lC' sc~c:;~ 

a co::'pro;ri~;c bctFc cn essc·n~_i_;:;lly th~ p~~csc::r:t l.:l\·: fo~T1ul <": ,::.::d 

tllc llousc: formuL'-. llc 1·70uJ.d 1~.:1ther Ci~:·.c:nd the House: L:J~~·.:1u::.a 
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and be in a stronger position in con1crencc. Also , he 

m2ntioncd that the present l;_cvcnuc Sh.:n~ing program co;:t: .nues 

until the end of the year <mel he notecl that couoty co,:<;';·, s ·

sione r s , H12yors , and govci~no:rs do not seem concerned since 

h e h as not h eard from any of them . 

c c : t'al1:cr 
Go1ds tein / 
Collinson 
Bradford 
Eb c :L" le 
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l\_ ; ); · u~~l'Y 3, 19'/G 
. 

.t\C~f2{D~~- fl)~1. C!1.PI'f.\L J?Oll~,L:\'TIO:·~ 'T . .\S!~ iTORCJ~ 

'"''ere '"'l ' ~ lJ fr('C 'I'tlP-::<r1·"'"" fro~·) ";":'e')-'1"'-·,-10 .LLO ''· •J"~';l 28 ~ J-~ - - c.................. - . _. . ...... •-' .................. / ..__} ·-- -'- ~ ..L ,_..,.l.-'-.J- ) . ....J...:.. - ...L. • Unde r tl1e assuEption that the T~sk Force ~ill meet once a week for 2 hours, the following age~da sho~ld cover the sain topics o:'1 cap:L t2.l forr:1at ion.:~ In e~.c:1 case it is c .. ssur12d Jcl1ere \"/Ot!.ld :first be a staff or panel px-osentation a!!d in the lz~st hm .. c there wou1d be questioning by~ and sun:r.1ing up of positions of, the 
t2-.sk force. 

}.:eeting 
}; 0 ~ 

1 

2 

3 

Date 

Febe 10 

:Feb. 17 

Feb. 24 

General Considarations 
~. Invest~ent during the current 

recession period 
2. Investment and savings in the 

U.S. eco".:"'lo=:ly since WYil I 
3. The effect of savin~s and investman~ 

in an econo~y with slack employ
ment and production. 

-1. 

Generzd. 

'Ihe effe ct o f S<"lVin~;s a n cl investc-:c:r-:i: 
in an eco::.o::,y vi th i"ull e ::::p lo:o: . .::-:!1 t 
and p:r:·oc-luctj_on ~ 

Comparison of U.S. and foreign 
experience with incentives. 

Co~sid cration of Alternative '] ' ,:-, y c ....... 
P l -· C~ n~ --'· 1..'nCO' '.''"'r-'""' (''1 --; • ·• '1-~----:;~.;;::,~ o._J. . .J.·~.::J LO ;__, __ '--'·-'·· :'-,'-'· -~-P-·-L~-~ __,_o~,. ~~t.-v;t 

1. Integration of corporate and 
i ndividual income taxes 

2. Liberalizi~g depreGiation or 
~mortization rules 

3. Lo'.;'erinr.:: tr1e co:cpora te rate 
4a Increasing savings in ge~eral 
5. Using a countercyclical invest~ent 

fund 

Inte~ration of Cor~oratc and Indivi~ual Ta~es .1_ .. ~,- ., , .... '"' --L -) -~l _r'> Gr-... ... , -, 0 .:..."' ... -:-.:-::-:--...; r n -"'1 (~ -----• .t,.,p __ ._,_n __ ~_Q,_ O .L , .,_,,_t)_.__ .;:_ Lcc.'. ,,L- .-0_, ::L • . t 
effect on capital fo~"Tlatio::'t; eqc.tit.y 
considerations and excess burden 
~i.th its effect on various inco~a 
ClclSSCS. 



I,Iarch 2 

?Jarch 9 

G 1Jarch lG 

7 HJ.rch 23 
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2. },~::..:L11 '\?ZlJ'S to ?-Cll ic: 1.7C! inter~r(l~ion. : 

f1.1ll, IJal---ti~al at c(_jJ:pora-t:c~ ]_c ,: c:l, 

partial at stoc!<:hold2r lcvcJ., artd 

Y{0..ll:i.ch }Jl .. O~)o.sal -L~ o c~rt r~~~-Lc :-1~ci 

reduce dcductability o f interest 

payr:1ents 
3 o U.S. experiez~ce v:i th integr~tion 

Integration--Co~tinued
 

1. Foreign nechanisms to achieve 

integl'at ion 
2o Distributional and burden considera

tions 
3. Relation of integr::l·tion to ot.he l~ 

tax policy issues: windfall gains 

Integration--Concluded 

1. Administr2.tive problems Ytitll 

?~lternc. t i ve forms o.f :Lnteg.rc:..tion: 

foreign and tax-ezc~pt sectors, 

issues of refundability, intcr

co;·por<'~ t e dividend ::::J.ov:s ~ Ll' :L "l:i·

year acco~ntin~ considerations 

2" l~cvenue co:-J.sider~tion~3, :i.nc1ur:ii1."=~ 

feeclbacl~ effects and y;ays of ph:::tsin;;; 

plans into effect 

Break, Eisner, Jorzens~n 1 Pacb~~n, 

l'!nf'! 'lJ.--o B.,..~ 7-"'~· n1· cl~"' ~'··1 G..,o,.lc (These 
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THE SECRETAF~Y OF THE TREASURY 

WASHINGTON 20220 

February 5, 1976 

HEHOR1\.l'i'DUH TO: Economic Policy Board 

FROH: Secretary Simon ~/ 

SUBJECT: Title V of S .128!1 (premergc.r notification and stay provision) 

The Antitrust Improvements Act of 1975 (S.l28L1) has been scheduled 

for markup by the Senate Judiciary Committee on February 18 and 19. At 

hearings before the Subcommittee on Antitrust and Honopoly, the Justice 

Department generally supported the provisions of Title V of th e. bill 

relating to premerger notification and stay procedures. Senator Scott 

has asked the Attorney General for a clarification of the Administration's 

position on Title V. 

Title V \vould enabh: the Antitrust Division or the Fc.dc.ral Tro.de 

Commis sion (FTC) to hold up a planned merger for an extended period Hith

out any revie\v by a court. .Lt does so in tHo ways: 

1. By requiring the. parties to give notice of a planned merger and 

barrinp, the merger for - 30 clays ,,,hile the Antitrust Division and FTC 

evaluate it. TilC! ,:\ntitrust Division or the FTC co·uld hold up the merger 

for another 45 days by asking for additional information about the mer

ger or the parties. 

2. By requiring a court to hold up the proposed merger when suit 

is filed if the Antitrust Division or the FTC certifies to the court 

that the public interest requires that the. merger or acquisition not be 

completed until a final judgment is rendered. 

Since the subcorrn:1ittc.c. reported the bill and since the EPB neeting 

on this bill on December 19, there hav·e been discussions bet:HPen the 

Justice Department, Treasury Department and various representatives nf 

the business com::1llnity concerning TiUe V. As a result of these. discus

sions, the Just ice Department has su~gested a revision to Title V that 

would: (1) retain the premc.rger notification procedures; and (2) limit 

the period in which a merger could be l1eld up pending notification liti

gation of the Justice Department 1 s or FTC complaint ~hallc.nging the mer

ger to 30 days unless the. court granted a 30-day extension of the stay 
11 for good cause shm.;n." · 



.f 
£·· 'L:. 

.. , 

- 2 -

Title V would hAve the effect of creating a new regulatory scl1crne 

for all significant acqui.sitions. Merge~could be held up for extended 

periods unJ0ss the A11titrust Division and th~ F'l'C permitted them to ~o 

fon-:arcl. This kind of ncl·l or addH·.ional govcrnr.1cntal interference Hith 

business transactions should not he undertAken Hithout a clear dcrJon

stration that it is neccss2ry to acl1icve Jegitimate antitrust enforce

ment objectives, and that attainment of these objectives outHeighs any 

adverse c.ff0cts on the economy. Title V cannot be justified under 

either of these criteria. 

Title V Hould discourage healthy, efficient, competitive change of 

ownership of businesses in response to econor1 ic conditions, decrease the 

availability of capital to firms and promote inefficient allocation of 

capital resources . It \,'ould give the Antitrust Division and the Federal 

Trade Commission the aLility to hold up a proposed acquisilion or merger 

for an indefinite period of time without having to make any showing in 

court that the transaction violates the antitrust laws. Even undor the 

Justice Dopartr.1ent 1 s suggested revision of Title V, the government vou] d 

have the ability to hold up an acq11isition or merger for over 135 dPys 

without effective judicial review. The mere existence of this discre

tionary pm-rcr in the ~mtitrust enforcers c·o,_l1d sirinific<m·tly d~ter lm;-· 

ful nergcrs and acquisitions to the detri:!:cnt of the economy. Nore 

important] y by exercising this c:iscretionary pm·:c.r, the Anlitrusl 

Division and the FTC could prevent -- not merely delay -- proposed acqui

sitions or mergers slnce the economic reasons for such transactions could 

well pass during the period of delay. 

The Justice Department maintains that it needs greater ability to 

stay a proposed acquisition or merger pending antitrust litigation 

because divestiture of stock or assets is an inadequate remedy i.n mast 

cases . Even accepting this COlltention , the Department has not denon

strated ~tat existing procedure for enjoining a proposed acquisition or 

merger challenged by the government is inadequate . 

Under present law, the Justice Department may obtain a court jnjunc

tion barrlug a merger -pending the_ Ol!Lcome of its a,ntitrust. suit, if it 

can demonstrate a reasonable probabjli~y that it will succeed in estab

lishing. the. illegality of the proposed tr:cnsac tion. . Pc>nding .the ho.;uing 

and detcrmin3Lion of U1n Justice n~parthlcnt 1 s request for an injunction, 

the court may at any t.Lr.te enjoin the ch.:1llcngccl 0cquis.i.tion or mcq_;2r 

for up to 20 days . This 20 days can , and frequently has been, ext~nded 

by consent of the parlies to gi~c the court an opportunity to l1ear the 

merits of the case. Recent amcndPlents to the Expediting Act have 

strengtl1ened the Justice Department 1 s p01,7 Cr to secu·re preliminary inj unc

tions by giving the Dcp<trtment, for the first time , the pmvcr to appeal 

at once from a denial of a IHL:liminary injunction in an antitrust c.::~se . 
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The FTC is simiL1rly authorized to obtain a court order enjoining an 

allegedly unlawful acquisition or merger. 

Existing law allows the courts discretion to apply traditional 

standards of fairness and equity in determining the appropriateness of 

injunctive relief in merger cases. There has been no shmling that the 

government needs the pmver to demand an automatic stay in order to 

guard ugainst acquisitions that may be anticompetitive. 

Nor has any demonstration been made of the need for the prcmerger 

notification requirements of Title V. This provision would permit the 

Antitrust Division anc1 the FTC to delay an acquisition or merger for 

well over 75 days. Moreover, prcmerger notification would be required 

in any transaction involving two companies with annual sales or assets 

over $10 million. Present FTC premerger notification rules have a $250 

million threshold and do not prevent the merger from going fon-.rard. 

Chairman Engman of the FTC testifying before Senator Hart's subcommittee 

on this provision, questioned the need for requiring notification of 

smaller merger transactions. He .s tated that the Federal Trade 

Commission's ovm premerger notification program appeared to be 

satisfactory. 

Title V is inconsistent with the objectives of the Administration's 

program for regulatory reform and, therefore, Administration support of 

Title V is incongruot:s. uith these obj cctivcs. Title V represents a 

clear example of the failure to weigh the benefits of proposed regula

tion against its costs to the economy. It stands in stark contrast to 

the goal of achieving regulatory objectives in a manner that mini~izes 

the cost impact on the economy generally. Finally, the broad coverage 

of the premerger notification requirements conflict with the goal of 

eliminating unnecessory government r eporting requirements. 

· In view of these considerations, the Administration should oppose 

enactment of Title V, including its premerger notification and stay 

provisions. 



P.s i lST,q·.,-:'" ;..:-:-orP-i2f c~~l n~>""l-J..L 

ANT:TRl.l:..~l Q,VIS!Ot-, 

February 4, 1976 

MEMOEPlWill,I TO: Econohlic Policy Board 

FRON : \f Thoillas E. Kauper 
§ L Assistant Attorney 

./ ~ ; Antitr11st Division 
General 

SUBJECT: Title V of S. 1284 

Title V of S. 1284 would establish a procedural 

fr2ffi2'\·;'"0rk and Sl2DStantive Standard pursuant to ":·7hich 

courts \<7ould evaluate P.otio:ns for praliBinary inju::1ctive 

relief in cases bro'.lg:ht by the Departsent of Justice or 

t he Federal Trade Co~ission to challenge proposed 2erssrs 

or acquisitions. Ti~le V has undergone substantial codi

fication since introduction of the bill, and this foruulation 

of the stay provision represents the ninimal intrusion upon 

business transactions. that i.s .<::onsis tent '\·7ith the legiti=:2.r:e 

enforcesent needs of the DepartFent of Justice and the 

Cow.mission. 

I . The Need for Le~islation 

'[in.-j,.... ..,.. . P-rit- i -:1·Y tnc:>.,... ; .~ n · o t-.,}-.1 i ~t-.od ~"' ~ ::::n-1 :::1"'1 

· ~·""'-.~.. p.~..es_~-- _c_ .. , •.• ~...,e .~::o • . ~o ~. s~ .... ~--"''··- ~~Cf!. .. -- - -~--

b T • .,.h · ...,h n;- ;;") .. f"' ... l~liT i ':J" ..; .- • n..J- .,......::l,.....C:O ..-.. -,.... - ,,..: ..; -'-..: n--: · 

y ., .. ]_.___. eCv~~o~.l .... a J S_:::>n-Il.Ca .. L '"''--o~r::o o.._ a.Cq"".l..S-'-~-~•-S 

are brought to the attention of antitrust enforcement 
· T' n ~ J · 1 ~ ~ 

agenc1.es. ne ~epa~tEent OI ustlce earns ol wos~ pro-

po c"'d a~q.,.;,...-' .... io.,..,S th·roua·n t'h"" P~11 Sr~eo<- ir.u""Y'la 1 "'"'G. 
LJ'- -L. __ u..J-Y..L~ ....... .:...:. -..I...L.... 0 .. .t...!. ....... · ·~G.- ...... ..L. _:._ ._,........., ..r.....:._ ..1.. c:..L ... 

other such sources, and the Federal Trade Cor.eission's 

p re-merger notice system is , as a practical matter, useful 

only ~.;rhen agreecents to merge are reacb.ed substantially in 

advance of the proposed consQmmation date. 

In those instances when either agency believes t~at 

a nronosed merqer or acquisition violates the £ntitrus~ 

la~-1s, ~attempts ~·are :::.ade to file a corr.plai:1t berore t':le 

tra:1saction is consu..-:-.=-.ated . Unless the pc.rties ag:::-ee to 

delay COL1Sw'I22.tion pendi~1g resolution of the c.n~ir:r'.lst 

i ssues , our comnlaint will most frequently be accooDc.nied 

by a ii'.otim1 for- a te::,porary restr&inir.g order and 2~ L':ction 

f or a prelininary injunction . Historically . the purpose 

of a temoorary restrai:1ing order is t o assure that t~e 

plaintiff \·7ill not suffer·- irrepar2.ble ha1.-r:. l.lJ:ltil the court 
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1 " ~ 1 t -· n .c: y· ·r , .; · i "'Y'" ; n -· · 1- • P r 1' - -F 
can ru e on a. LO .1.0 ... .~..o __ p_eJ...L1ILn~-/ ..... Junc ..... lv~ ~e lc-. 

In the ~erger setting, consllirBation of a rerger itself 

constitutes ir-:-eparaole ham since post--consu:::..<.ation 

relief in the fo~m of divestiture ~~s proven ineffective 

and a burden to all parties. 

Although the Department is generally successful in 

obta ining a tee-cporary restraining order, -.:-1e have found 

that district courts frequently are unable to hold a 

thoro '1o-h hlo<=lr-i·nc- 0....., our ITIO tl'on r-o-.-- a D-elim-i.,-,~ry i n~·unc+-ion 
1...!-QJ.. .... ._ ._,___ ....... .1.. ... ;:) lJ. - L .L.. l.. .L.. __ ... ....._.L.:..c1- _ j I -.!.. \....- J. 

prior to the expiration of the temporary restraining order. 

As a practical matter , therefore, co~panies are able to 

conslli!.~ate a r::erger or acquisition v7hile the matter is 

being litigated siE:ply because the co::::-rplexity of the anti 

t rust issues involved makes it ir:-:possible for the district 

cour t to rule on the governElent 's .r::otion for a preliminary 

injunction. Given the universal dissatisfaction -;:-;rith 

divestiture as an antitrust remedy, the existing procecural 

frame\wrk for resolving antitrust challenges to proposed 

transactions is deficient. 

II. The Emergence of a Pre-Merger Stay Provision 

As introduced in the 94th Congress, Title V would 

have provided for an automatic stay of any proposed 

· acq~isitio-r:- u~on in·st~tu!:i?n ·c:f an action hy ·ti:~. Fed~ral'· 

Traa.e Coc.nn.ss::.on or tne Lrntea. S::.:ates end certlZlC2tlo~: 

by the Com..."'TI.ission or the Attorney General "that the public 

interest requires relief Dendente lite.'' Under this 

standard , t6e district co~rt would have been required to 

er..ter an order prohibiting consurr2ation, ;;qhich \·:rould 

re2ain in ef=ect until the order of the Co~.issi6n o~ 

judgment became final. The .district court \-Jas further 

directed to expedite the proceeding or action. 

The Department of Justice, testifying on behalf of 

the Administration, opposed this standard on the grounds 

that it \17aS unnecessarily inflexible. Instead, r,qe pro

posed that the district court be given discretion to lift 

a stay upon a shm·Ting by the defendant of irreparable harm 

0 .... lac1.r of roor; '-- o-F -i--"1-,::-> ao·~o.,.--,--,.,....,~nf- 1 s ~ul·... '7"'ha s~n~t-o 
.J... ;.-.,. - ~ .. - J... L -- L_._"'_ c \ .._..L..l.U .... -1 '- u L . .L_ ... o,;:;. e; ____ --

SubCO"i'-2ittee on An::.:itr1.~st: c.nd 1-fonopoly lc.rgely adopted 

this position \ihen it reported the bill to the full J-c.dici2.ry 

Com.:nittee on Julv 28, 1975. 
"' 
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Representc.tives of the investrr~ent banking coiii:nunity 

have contencec that even this codified stay p::covisicn is 

too disruptive. They objected to the fact that the stay 

could be ente::ced 'i·li thout any judicial determination of 

the v.erits of the goverr;.rr:ent 1 s case. To counter thi s 

concern, the Departcen t suggested a standard under >:·;·hi en 
an injunction Hould be entered only if a judge fou_nd a 

reasonable likelihood that the governlllent \-wuld prevail 

on the merits of the case -- the standard presently 

applied by courts. The only condition to this proposal 

was that the court be guaranteed an opportunity to rule 

on the motion for a prelicinary injunction before ccn

SLL~ation of the cerger or acquisition. To assure this 

condition, a terr.pora:::-y restraining order "i·70uld be entered 

upon filing of the co;:nplaint and 'i·lould remain in effect 

until the court 1 s ruling on the preli2inary injunct:Lo:1. 

The DepartTI'.ent 'i·las co'fi':Llitted to a tioely ruling by the 

judge so that mergers or acquisitions ~:wuld not be unC.uly 

delayed; to that end the judge "i·7as directed to give these 

matters priority and to expedite his ruling. 

This foroulation \vas unacceptable to representatives 

.. ··of · ·t· t..o l·nv.es··r-.,...,Pnt b~n· l.-fn' a· ·"''0,.....,.,-,U;.,...,.l· .... :y· ·. il ..... h0 1 io-"n +-r· l·o·'r ·p· c.,;.:Q· :_. 
11-. L '--· - - c. c..,._ b \,_... a--.:. .:.. l. L • 1:i. L- · ~..,.:.c- '- ... -._) ~ J... 

fessed to accept the Depar t~ent~s position on t h e n eed 

to preserve the status quo pending a reling on the p re 

limin2.ry injunction, they ~·7ere afraid that judges mig'b..t 

t 1 ..._, t • .- t h ,....,, r 1 

no ru e on Lnese mo lons ras enoug. . rnererore tney 

b . 1 - 1 . 1 d'd .c· • 
o J ecteo to eny to~.u atlon tnat l not .1..lX a maxlnum 

tice on the temp orary restraining order. 

III. The Current Formulation 

After a careful anelysis ·of the steps necessary to 

allmv- a judge to rr:ake an intelligent ruling on a Eotion 

for a prelininary injunction, and in an effort to be as 

responsive to the various concen1s raised as is consistent 

with sound antitrust enforcement policy, the Depart~ent 

presented the current forr:-~ulation .for a pr.e-merger stay 

provision. Under this proposal: 

1. A te2norarv restraining order would b e entere ~ 
. . . - .,/ . ........ . - . -- . . . 

upon the f~llng of an antltrust complalnt and certlilCa t lcn 

by the appropriate antitrust official that iTII2ediate t eTJ.Do

rary relief is necessary. 

3 

: \,• • .! 



2. The ter:lporary res training order \·70uld remain in 

effect for thirty days or until final disposition of the 

motion for a preliminary injunction, whichever period is 

shorter, unless extended . 

3. The temporary restraining order could only be 

extended for up to an additional thirty days uoon good 

cause, or for ~uch period to which all the pariies consent. 

4. The Chief Judge of the United States Court of 

Appeals \·70uld be requi-:ced to designate a District Judge 

\-7ho is available to hear the action in an exuedi tious 

manner, and that Judge would be directed to h old a hearing 

at t he earliest possible time and to give the matter prio~ity. 

5. The preliminary injULJ.ction -;;v-ould be gr2nted o1.1ly 

upon a shm-1ing by the governiT:.ent o£ a reasonable probat.ili ty 

of success on the rrerits. Eve1.1 if such a showing is made, 

the defendant could have the injunction modified if it 

shmvs that it ·Hill be irreparably harmed by the injt:..nction 

· (except that loss of anticipated profits may not be con

sidered) . 

. The Department of Justice.believes. that_ . any standard . 

Pro. ~T]_. d.;ng· ~ shor+-t=:. ~ t-i.,...,o "uc rJ_' oa.' c;m::,o·r a·· SS11:,...C ~he " ~..; s" '-~; ,.:.:..:: . 
v ..1....1.... Cl _ L. ........ J... ....... L.~- _ ._...._ _...._).._ __ - ..... -~..._ 1_,_... ~...l.. t---·-L 

court an opportt:..nity to rule on the 80tion for a preli~i~ary 

injunction before expiration o£ the temporary restraining 

order and •.vould be unacceptable as a matter o£ antitrust 

enforcer.ent policy. The steps a court nust undertake in 

ruling on a mot;:i.on £o:.· a preli-rr:inary injun.ct::.on are nl:::le.ro;..~s 

and include : pretrial conferences , evaluation of prehearin~ 

briefs, an evidentiary hearing, evaluation of posthearing 

briefs and proposed findings of fact and conclusions of 

lav.7, and preparation of a ~:·;rri tten opinion. Historically, 

these proceedings have averaged about 50 days, altho~gh a 

signif~_cant nul"Tiber have taken over 100 days. Any period 

shorter than that contained in the present formulation is 

neither ~·;rarranted by the concerns expressed nor consistent 

\vith affirmative enforcement efforts. 

Under these circumstances, the only acceptable optio~s 

for the AdQinistration a~e : (1) conti~ued su~uort of ~he 

Pres ent 'oil~.L ~~ Qmonc.;ad nursu. ~n~L. +-o r-h_c ~c'~;~~~tr-~i-n'-
.. _ _ .._ -- J a.::. .._. .... l..._.l - ~ - C::..- l...... .._l- ~ ..._ ____ .;_J..-U d ..... --U .. "' .,::, 

suggestions; ( 2) seggest to the Judici2.ry Cos-r,ittee a 

substitute provision se:::h as the current forr::ulation; or 

(3) to withdrmq Administration support for the conceot of 

a stay procedure and express our p~eference for curr~nt 

lm·7 and proced'-lre. The Depart2ent ~:wuld favor these options 

in the order listed . 
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Noti-Iithstc.nding \·:hich of these options is ultimately 
deemed preferable, the Departr::ent 1:rould support st2tt.:.tc :::-y 
language mancating the selacLion o£ a judge by the Chief 
Judge of the Circuit in which the case is filed, and 
requiring that such cases be given priority treat2ent. 
It is our understanding that, on this point , there is no 
disagreement among any of the interested parties. 
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PRICE INDICATORS 

TUESDAY SPOT PRICES .•..••.•.•••••...•..••.......•....•••.. 

Foodstuffs fall 2.9 percent in week, to 81 percent of 
year-ago level; industrial materials drop slightly but 
continue above year-ago. 

SPOT AGRICULTURAL PRICES: Steers, Hogs, Broilers, Eggs, 
Wheat, Corn, Soybeans, Raw Sugar ................•..•• 

Grains, livestock, soybeans rise; eggs down 8 percent, 
broilers, sugar fall in week; sugar at 41 percent of 
year-ago level. 

U.S. CATTLEHIDES: Monthly Average Prices •••..•.•......•.• 

January price 4 percent above December, 120 percent 
above January 1975. 

ISSUES 

Page 

7-1 

7-2 

7-6 

ADJUSTMENT ASSISTANCE: United auto workers' petition..... 8-1 

STEEL: Inland Steel agrees to install pollution control 
facilities .•....•...........••....•...•...•.....•... 

LEAD: Dumping case reopened ..•.....•.•.•.....•...•...•.•• 

POLYCHLORINATED BIPHENYLS: Monsanto to continue production 

BANKING: Reduction of Federal Reserve independence 
suggested ••... ......••.......•.•.•...•.••........••..• 

For further information contact: 

Mr. Samuel B. Sherwin, 967-5491 
Mr. Charley M. Denton, 967-5223 

Enquiries and suggestions are welcomed. 
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INDUSTRY HIGHLIGHTS 

PRODUCTIVITY AND UNIT LABOR COSTS: FOURTH QUARTER 
INCREASE IN COMPENSATION RAISES UNIT LABOR COSTS 

CURRENT ° Fourth quarter 1975 output per man-hour in total private 
economy increased at 1.0 percent annual rate, according 
to Bureau of Labor Statistics. Output per man-hour in 
manufacturing rose at an annual rate of 5.6 percent in 
same period. 

0 Unit labor costs, as result of increase in compensation 
per hour, resumed its long-term climb in fourth quarter, 
rising 6.5 percent in private economy and 0.7 percent 
in manufacturing sector. (See chart in Business 
Indicators.) 

AUTOMOBILES: JANUARY 10-20 NEW DOMESTIC CAR SALES 

CURRENT o Auto sales during January 10 through 20 totalled 171,890 
units, 31 percent above 131,127 units sold in same 1975 
period, when sales were starting to improve due to 
introduction of rebates. 

° Car sales for January 1 through 20 totalled 307,898 units, 
up 37 percent from year-earlier 224,367. 

° Ford and GM are experiencing difficulty in selling smaller 
cars while intermediate sales are above expectations. 

o Due to this uneven demand and resulting difficulty con
trolling inventories, during February, GH expects to 
close two small-car facilities; Ford plans cuts in small 
car output; Chrysler plans to close two of its six plants 
for certain weeks in February; and American Motors will 
close one Pacer line. 

CONSTRUCTION: EXPENDITURES DOWN 4 PERCENT IN 1975 

CURRENT o Construction expenditures grew from $20.0 billion (current 
dollars) in 1947 to $136.0 billion in 1973 and remained 
close to that level in 1974, at $135.5 billion. 1975 
expenditures declined 4 percent to $130.6 billion. 

o In constant (1967) dollars, construction expenditures 
amounted to $68.9 billion in 1975, down 12 percent from 
1974 and 25 percent lower than 1973 peak. 
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0 1975 constant dollar decline, while less than 15 percent 
drop in 1974, is steepest of any other year-to-year decline 
in construction volume since 1947. 

o Seasonally adjusted annual rate of $138.6 billion (current) 
dollars of new construction in December is up slightly 
from November and October revised figures of $136.5 billion 
and $135.6 billion, respectively. This gain reinforces 
recovery pattern for overall construction activity that 
marked second half 1975. 

° F. W. Dodge's December contract award figures of $5.4 
billion (down 23 percent from December 1974) suggest, 
however, that awards picture must be monitored in coming 
months for evidence of continued upturn in new construction 
expenditures for 1976. 

0 Dodge awards index, which indicates amount and direction 
of future construction expenditures, stood at 137 for 
December 1975 (1967=100) close to 135 low point in 
January 1975. Total awards for all types of construction 
were down 4 percent in 1975. 

o Non-building construction contracts, bolstered by multi
billion dollar Alaskan pipeline, reached record level of 
$28.4 billion in 1975, and was only major construction 
category to show an increase (5 percent). 

PLASTICS: GAINS IN PRODUCTION AND SALES RESUME 

CURRENT o Preliminary figures for December 1975 show an improvement 
over last month in production and sales of the major 
volume plastic materials, according to Society of the 
Plastics Industry. 

0 December figures indicate a return to monthly improvements 
as data for November 1975 compared to October 1975 regis
tered first decrease since March. 

o Sales in December 1975 totalled 1.5 billion pounds, a 
7.2 percent increase over November 1975. December 1975 
production increased by 1.4 percent over November to 
1.6 billion pounds. 

o Sales in December 1975 were 29.3 percent higher than in 
December 1974 and production was 14 percent higher. 
However, production and sales in December 1974 were 
already taking a downward course before start of recovery 
in March 1975. 
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SOFTWOOD LOGS AND LUMBER: LOG EXPORTS UP SLIGHTLY 
BUT LUMBER EXPORTS DECREASE FOR 1975 

CURRENT 0 1975 total softwood log exports of 2.6 billion board 
feet (valued at $681 million) represented a quantity 
increase of 3 percent over 1974 exports. 

0 Log exports for fourth quarter 1975 increased 8 percent 
over same 1974 period. Japan, which accounted for 87 
percent (quantity basis) of u.s. softwood log exports in 
1975, increased yearly purchases from u.s. by 8 percent. 

0 Total softwood lumber exports for 1975 of 1.36 billion 
board feet (valued at $339.2 million) were down 9 percent 
from 1974. 

o Fourth quarter 1975 exports showed increase of 27 percent 
over same 1974 period. Japan, which accounted for 38 
percent (quantity basis) of u.s. softwood lumber exports 
in 1975, showed a decrease of 9 percent from 1974. 

0 Japanese General Demand/Supply Conference for Foreign 
Timber estimated that imports of American softwood logs 
and lumber would be down by 11 percent in first half of 
1976 from same 1975 period. 

FLUID POWER COMPONENTS: SHIPMENTS DECLINE 

0 $1.3 billion fluid power systems components industry 
supplies major end users including aerospace and automotive 
industries, machine tool builders, farm machinery, con
struction equipment, lift trucks, and manufacturers of 
marine and special military equipment. 

CURRENT 0 National Fluid Power Association (NFPA) reports that its 
November preliminary Fluid Power Index stood at 169 
(1967=100). This represents a decline from 172 in 
October and a 27 percent decline from October 1974 record 
of 231. November figure is 6 percent above August low 
of 159. 

0 Existing order backlog has helped maintain present 
relatively level pace of shipments. Industry sources 
are cautious about the possibilities of a quick turn
around or a substantial increase in new orders. 

0 Although pneumatic component index has shown strength, 
rising for fourth consecutive month to level of 200, 
the much larger hydraulic component index has fallen 
more than 25 percent since start of 1975. 
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COCOA: U.S. UTILIZATION DOWN FROM 1974 

o u.s. is totally dependent on imported cocoa beans and 
is a principal consumer of world cocoa production, generally 
importing 20 to 25 percent of total world production. 
Cocoa bean grind figure is an indicator of future con
fectionery output. 

0 

u.s. utilization of cocoa beans is measured by cocoa 
bean grind and net imports of cocoa bean products in 
terms of cocoa bean equivalent. 

CURRENT ° Commerce announced, in first of quarterly series of 
reports, that U.S. utilization of cocoa beans for 9-
month period January-September 1975 totalled 490 
million pounds, 19 percent below 602 million pounds 
consumed in comparable 1974 period. 

0 
Within 490 million pound total, 

u.s. cocoa bean grind was 325 million pounds, 
19 percent below same 1974 period; and 

net imports of cocoa bean products totalled 165 
million pounds, also 19 percent below same 1974 
period. 

0 

Steep decline in cocoa bean product utilization was 
attributed to record prices and a tight supply compounded 
by high sugar prices. Improvement is expected in fourth 
quarter 1975 but annual total will be significantly 
below 1974 total. 

PHOTOCOPIERS: SHIFT IN EQUIPMENT AND SUPPLIES MARKET 

0 

As result of near-saturation of market, 
and Eastman Kodak have reduced per-copy 
their copiers between 5 and 11 percent, 
volume of copies. 

Zerox, IBM 
lease fees for 
depending on 

CURRENT 
0 

Manufacturers are placing emphasis on increased revenue 
per copier, with a lower priority on new machine in
stallations. Profit margins on supplies (paper and 
chemicals) exceed those on machines. 

0 

Market is estimated at $3.3 billion per year, comprised 
of machine sales of $2.2 billion and supplies of $1.1 
billion. Ratio is expected to shift in favor of supplies, 
which will grow at rate of 14 percent per year, compared 
with 6 percent for machines. 
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o Sales of supplies will receive boost by penetration of 
copiers into lucrative short-run commercial printing 
market, where cost savings are possible because copiers 
require no clean-up or down time in changing from one job 
to another. 

0 Photocopiers cannot compete with speed of printing presses 
in long runs. 

TRADE: CHEMICALS CONTRIBUTE STRONGLY TO U.S. TRADE SURPLUS 

CURRENT ° Chemical exports in 1975 were $8.7 billion or 8 percent 
of total U.S. exports. Chemical exports in 1975 were 
1 percent lower than $8.8 billion in 1974. 

0 U.S. imports of chemicals in 1975 amounted to $3.7 billion, 
decreasing by 8 percent from 1974 imports. 

0 Decline in exports and imports in 1975 is first registered 
during past decade. 

0 Trade balance in chemicals for 1975 amounted to $5 billion, 
a 4 percent improvement over 1974 and represents approxi
mately 50 percent of total U.S. trade balance in 1975. 

AUTOMOBILES/INTERNATIOT\JAL: VOLKSNAGEN CONSIDERING 
INVESTHENT IN U.S. PRODUCTION FACILITIES 

CURRENT 0 VW has concluded an agreement to allow American Motors 
Corp. to build a 121-cubic inch Audi engine in Richmond, 
Indiana for sale to VW, as well as for use in its own new 
subcompact. 

o Discussions now under way would allow Chrysler to build a 
97-cubic inch, 4-cylinder powerplant for use in ~~ Rabbit 
and its own new subcompact in 1977. 

o VW-Chrysler engine agreement would force cancellation of 
engineering~ontrac~ issued by Chrysler to U.S. tool 
builders for metalcutting equipment according to a 
trade publication. 

o VW is known to be considering several U.S. locations for 
a plant to begin producing cars in the u.s. within next 
three years, including sites in suburban Cleveland, Ohio, 
New Stanton, Pennsylvania, Detroit, and other north-
eastern locations. Decision on plant location will probably 
be made in April. 
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BILLIONS OF DOLLARS 
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BUSINESS INDICATORS 
MANUFACTURERS' NEW ORDERS 

(Seasonally Adjusted) 
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.MANUFACTURERS' EXPORT SALES AND 
ORDERS OF DURABLE GOODS 

(Excluding Motor Vehicles and Parts) 
(Seasonally Adjusted) 

EXPORT SALES Billions of Dollars 
5 
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' 
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Source: Bureau of the Census 
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BILLION DOLLARS 
140 .~ 

.~~,_#. --
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NEW CONSTRUCTION 
{Seasonally Adjusted) 
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CONSTRUCTION CONTRACTS 
COMMERCIAL AND INDUSTRIAL FLOOR SPACE 

(Seasonally Adjusted) 

Million Square Feet 
1200 

ANNUAL RATES 
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Thousand Units 
NEW PASSENGER CARS 

PRODUCTION 1000~--------------------------------------------~ 

... ~ 

Source: Motor Vehicle Manufacturers Association; Bureau of the Census 
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DOMESTIC AND IMPORTED CARS 1000~----------------------------------------------~ 
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Index 1967= 100 
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Productivity and Unit Labor Costs 
{Seasonally Adjusted) 
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ENERGY 

POWER GENERATING FACILITIES: 
CUTBACKS IN 1975 

CURRENT o In 1975, 114 new power generating facilities with 
planned capacity of 98,900 megawatts were deferred for 
periods ranging from less than one year to indefinite, and 
and 13 units with planned capacity of 29,500 megawatts 
were cancelled. 

o Of the 114 facilities deferred, 72 were nuclear 
with planned capacity of 70,800 megawatts and 42 with 
planned capacity of 28,100 megawatts were fossil 
fuel fired. 12 nuclear units with planned capacity 
of 28,700 megawatts and one fossil fuel unit of 
800 megawatts were cancelled. 

o Financing problems, a second year of little growth in 
peak demand, and economic and technological problems 
were blamed for the deferrals and cancellations. 

0 During 1975, seven nuclear units previously deferred 
indefinitely were rescheduled for commercial 
operation between 1977 and 1984. 
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SUPPLY 

COPPER: CUTBACKS CONTINUE 

o Poor business and high costs have plagued the copper 
industry during 1975 and early 1976 (see Business 
Conditions Report, January 30, 1976). 

0 Present operating rate of industry in U.S. is 
approximately 80 percent of capacity. 

CURRENT ° Kennecott has curtailed production at its McGill, 
Nevada mine and mill affecting 500 of 1,200 workers. 
production will continue at the smelter. (Smelter 
operations represent 5 percent of domestic blister 
capacity.) 

o Kennecott attributed cutback to a 120-day inventory 
overhang of concentrates (mill product used as 
smelter feed). 

0 Also contributing to decision to reduce production is 
recent court decision (see Business Conditions Report, 
December 19, 1975) upholding Environmental Protection 
Agency's position to review annuallv Kennecott'~ 
measures to comply with air quality standards at 
McGill site. 

o Complete shutdown of McGill operations may be effected 
in May or June, according to Kennecott. 

ALUMINUM: REYNOLDS REACTIVATES CAPACITY 

0 U.S. primary aluminum industry operated at 73 
percent of capacity during most of 1975 due to decreased 
demand and high inventories. 

0 Total 1975 u.s. production of primary ingot was 3.88 
million short tons or 21 percent less than 1974 
production of 4.90 million short tons. 

o There has been a gradual increase in rate of production 
since September 1975, due to utilization of new 
capacity brought on stream during fourth quarter 1975. 

0 A sight increase in shipments of ingot and mill 
products and a gradual decline in total inventories 
also occurred during fourth quarter. 
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CURRENT 0 

Partially in view of these changing conditions, 
Reynolds Metals Company announced on January 29, 1976, 
that it was reactivating 17,000 short tons of 
capacity at the Arkadelphia, Arkansas plant, which 

CURRENT 0 

had been idle since March 1975. 

0 

The State of Arkansas announced decision to exempt 
Reynolds from paying three percent sales tax on 
electricity used for primary aluminum smelters. 

o No appreciable changes in operating rates by other 
producers are expected until there is significant 
increase in demand and reduction of inventories to 
more normal levels. 

NEI"lSPRINT 

u.s. 

u.s. publishers have been gradually turning 
foreign sources for newsprint although u.s. 
inventories have not yet reached critically 
(See Newsprint article in Prices.) 

to alternative 
newsprint 
low levels. 
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LABOR 

NEGOTIATIONS: GARMENT WORKERS REACH SETTLEMENT 

o International Ladies Garment Workers Union (ILGWU) 
has been negotiating with dressmaker representatives 
since November, seeking contract that would serve as 
basis for future contract governing entire women's 
outerware clothing industry. 

o Under old contract, hourly wages ranged from 
$3.10 to $5. 

CURRENT o ILGWU settled on new 40-month contract with dress
makers, thus averting a strike that would have had 
national impact. 

o Key provisions: 

Cumulative wage increases of 23 to 25 percent 
to be paid in four installments throughout the 
agreement. 

New method of setting standard yields for piece 
workers on a factory-by-factory basis that both 
establishes a minimum wage for piece workers 
and allows manufacturers to increase productivity 
by emphasizing total earnings rather than amount 
and value of work involved. 

Increased benefit contributions (pension and 
welfare. fund) . 

o Contract covers 55,000 workers (30,000 in New York 
City) and serves as a guide for 30,000 additional 
workers whose contracts expire in coming months. 

o ILGWU reaction to the settlement was favorable. 
Manufacturers' reaction was guarded concerning wage 
increases, but generally favorable to provisions 
concerning uniformity. 
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WAGES: COST-OF-LIVING ADJUSTMENT IN BASIC 
STEEL AND CONTAINERS INDUSTRIES 

o On February 1, 400,000 United Steelworkers employed 
in basic steel industry received an additional cost
of-living adjustment of 9 cents an hour. 

o On February 15, 36,300 United Steelworkers in the 
containers industry will receive a similar adjustment. 

o Under formulas in the 1974 contract settlements, 
employees in the two industries have received 
cost-of-living increases totalling 92 cents an hour. 

STRIKES 

(Source: Federal Mediation and Conciliation Service) 

o During week ending January 28, approximately 39,500 
employees were involved in 223 work stoppages throughout 
the United States. 

0 

Six of the work stoppages were in major and/or 
significant category where 1,000 or more employees 
were in bargaining unit. 

0 

During approximately same year-ago period, there 
were 195 work stoppages involving 45,700 employees. 
Eight stoppages were in major and/or significant 
category. 

o New: 

NEW AND SETTLED ~~JOR STRIKES 

Junior Toy Division of American Machine & 
Foundry Co. and the IAM 

Olney, Illinois 
4,000 employees; began 2/2/76 

City of Newark and Newark Teachers Union 
Newark, New Jersey 
4,000 employees; began 2/2/76 

0 

Settled: There have been no settlements in major 
and/or significant category since last 
week's report. 
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ENGINEER/SCIENTIST DEMAND INDEX: SHARP DROP IN DECEMBER 

0 Engineer Scientist Demand Index (1961=100) measures 
relative strength of employment demand for scientists 
and engineers as reflected by help wanted advertise
ments in selected newspapers and technical journals. 

0 Throughout 1975, index fluctuated slightly around 
average level of 75.0. 

CURRENT 0 In December, index fell to 68.6, down 13.3 points 
from November level of 81.9, the highest month of 
1975. 

o The annual average index for 1975 was 74.4, the 
third-lowest year in the 15-year history of the 
index. 

0 1975 average index reflects across-the-board 
losses in demand in all geographic areas and in 
all technical fields. 
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PRICES 

CATTLEHIDES: PRICES RISE 

CURRENT ° Cattlehide prices (composite of three major types) 
averaged 28.72 cents per pound in January 1976, 4 
percent higher than in December 1975, but 120 percent 
higher than January 1975. (See chart in Price Indicators.) 

o Buying interest, both domestic and foreign, was maintained 
throughout January, and prices accelerated for both light 
and heavy weight hides; however, demand and prices for 
heavy hides began to decline toward the end of the month. 

o 1975 commercial slaughter of 40.8 million head of cattle 
was 11 percent above comparable 1974 slaughter of 36.8 
million, according to USDA. 

0 Exports in 1975 of 21.2 million were 15 percent higher 
than 18.4 million exported in 1974. 

0 Exports in 1975 were 52 percent of production, up from 
50 percent in 1974. 

HYDROFLUORIC ACID: HIGHER PRICES ANNOUNCED 

o A large part of hydrofluoric acid (HF) produced is used 
captively either by fluorocarbon or aluminum producers; 
lesser amounts are used as catalysts in petroleum 
alkylation, uranium processing, pickling of stainless 
steel, etching glass, and other metallurgical applications. 

o 350,000 short tons of HF are produced annually for captive 
and commercial uses. Commercial sales account for 15 to 
20 percent of total production. 

0 Trade sources indicate producers are operating at 60 to 
70 percent of capacity because of reduced demand. 

CURRENT 0 DuPont, a leading producer, announced a $60 per ton increase 
to $880 for anhydrous grade and $70 per ton rise to $665 
for aqueous acid. 

o New prices became effective February 1 for spot sales and 
as terms permit for contract sales. 

0 Reasons cited for higher prices are increased costs of 
sulfuric acid, transportation and labor, as well as higher 
cost from reduced operating levels. 
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NEWSPAPERS: HIGHER DAILY PRICES IN 1975 

CURRENT o Over three-fourths of all U.S. daily newspapers carried a 15 cent or higher per copy price in 1975, according to the American Newspaper Publishers Association (ANPA) • 
o In 1974, 988, or 53 percent of total, newspapers carried a 15 cent or higher price. By close of 1975, 421 additional newspapers had raised prices to the 15 cent or higher level. 

o Single copy prices on 1,861 U.S. daily newspapers in 1975, according to ANPA: 1,409 charqed at least 15 cents per copy (76 percent of total) and 452 charged lower than 15 cents (24 percent of total). 
0 13 U.S. papers were priced at 25 cents per copy (compared to 4 in 1974), and one paper was priced at 30 cents per copy. 

o Increasingly higher labor and materials costs are indicated as main causes for price increases in this labor-intensive industry. 

NEWSPRINT: PRICE RISES SCHEDULED FOR CANADA AND U.S. 

o Despite resumption of operations at several Quebec newsprint mills and a New Brunswick pulp and paper facility last week, more than 20,000 pulp and paper workers remain on strike in Eastern Canada, mostly in Ontario, where little progress has been achieved in the continuing contract negotiations. 

o 70 percent of annual U.S. newsprint supply is obtained from Canada. With two-thirds of Canadian newsprint industry idled by strikes, U.S. publishers have been gradually turning to alternative foreign sources for newsprint, although U.S. newsprint inventories reportedly have not yet reached critically low level. 
0 Two leading East Coast u.s. newspapers recently purchased a small amount of Swedish newsprint, while a major Midwest tabloid obtained a supply from Norway and France. 

0 A large Southern u.s. publisher is reportedly investigating sources in Western Canada, where newsprint mills are back in operation. 
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CURRENT 0 Newsprint prices will be increased by $15 in Canadian market and $25 in U.S. market in early part of 1976 as a result of the prolonged paper industry strike in Canada, according to industry sources. 
o Increase would raise price of Canadian newsprint in the U.S. market to range of $285 to $290 a ton. 
o Several leading U.S. newsprint manufacturers have also announced $20 to $25 price hikes effective ~~arch 1. 
o Other domestic newsprint producers Bre said to be considering similar increases. 
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PRICE INDICATORS 
TUESDAY SPOT PRICES 
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SPOT AGRICULTURAL PRICES 

Steers, Choice 
Dollars per cwt. OMAHA 

70 This Week Last Week Last Year 
39.50 38.20 35.05 

Hogs 
Dollars per cwt. OMAHA 

70 This Week Last Week Last Year 
48.15 47.20 38.65 

J AS 0 N D J F M AM J J AS 0 N D J F M AM J J AS 0 N D 
1974 1975 1976 

Source: Agricultural Marketing Service, Department of Agriculture. 
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Cents per lb. 
so~--

Cents per dozen 

SPOT AGRICULTURAL PRICES 
Broilers, Dressed 'A' 

NEW YORK 

This Week Last Week Last Year 
42.52 43.90 41.87 

Eggs, Large White 

CHICAGO 
90 This Week Last Week Last Year 

69 75 63 
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1974 1975 1976 

Source: Agricultural Marketing Service, Department of Agriculture. 
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SPOT AGRICULTURAL PRICES 
Wheat No. 2 Ord. Hard 

$ per bu. ······-·· KAN~AS CITY 7.0 

2.0 

1.0 

This Week Last Week Last Year 
3.61 JA 3.51 4.001h 

CORN.No. 2 Yellow 

~~~CAGO 

This Week Last Week Last Year 
2.68 2.55JA 3.08JA 

0 I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I J ASONDJ FMAMJ J AS OND J FMAMJ JASON 0 1974 1975 1976 Source: Agricultural Marketing Service, Department of Agriculture. 
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$ per bu. 
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$ per cwt. 
so~ 
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10 

SPOT AGRICULTURAL PRICES 
Soybeans No.1 Yellow. 

CHICAGO 
This Week Last Week 

4.74 4.481h 

Raw Sugar 

NEW YORK 

Last Year · 
5.951h 

This Week Last Week Last Year 
36.00 14.85 15.20 

0 I I I I I I I I I I I I I I I I I I I I I I I I I .' I I I I I I I JASONDJFMAMJ JASONDJFMAMJ JA --··-1974 1975 1976 
Source: Agricultural Marketing Service, Department of Agriculture 
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Cents per Pound 
50 

U.S. CATTLEHIDES 

Monthly Average Prices 

(Composite of Light Native, Heavy Native, 

and Butt Branded Steers) 

45 

40 

35 

30 

25 

20 

15 

10 

·5 

Average Annual 

1972 - 30.00 cents Per Pound 
1973 · 33.08 Cents Per Pound 
1974 · 23.45 Cents Per Pound 
1975 - 23.05 Cents Per Pound 

Peak Price Oct 27 /Nov 3, 1972 
44.98 Cents Per Pound 

Phase 3 1/2 
'-. 

" " ........ 

\ 1973 /\ 
' ?7""~~~ ~-. .,~ ....... 

'•• .... ~-~~ ~ . ~ ~ 
1976 ###. • ......... 

28·72 ####lj 1974 ,, ' .... 

······· ~ ........... _, . 
###. ---------X , ##<)aJIIIIIllllfll -- .. , ....... ~ 

# ~ , ~ , ~ 
~ , ~ 
~ 

/1975 \ , 'i### , ' ••• , ' --- ' ·~ 

o~--~~~~--~--~--~--~--~--~---L---L--~~~ 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 

Source: Pratts Report of Daily Hide Leather Market 
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ISSUES 

ADJUSTMENT ASSISTANCE: UNITED AUTO WORKERS PETITION 

0 Under the Trade Act of 1974, Title II provides for 
relief from injury caused by import penetration. 
One type of relief is "adjustment assistance to 
workers." (See Business Conditions Report, January 2, 
1976.) 

CURRENT 0 United Auto Workers' petition to Department 
of Labor for adjustment assistance to workers stated 
that 78,000 workers were laid off by Ford, G.M., and 
Chrysler as result of import penetration. 

0 30,000 laid-off workers were in full-sized car 
production and 48,000 were in subcompact production. 

0 Imports of full-sized cars from Canada increased 
from 20,100 units in 1974 to 184,400 units in 1975, 
and imports of subcompacts from overseas rose by 
95,000 units. 

0 U.S. production of full-sized cars fell by 670,755 
units in 1975, and production of subcompacts fell 
by 465,000 units. 

o u.s. dealer sales of subcompacts built in North 
America fell by 150,000 units. 

STEEL: INLAND STEEL AGREES TO 
INSTALL POLLUTION CONTROL FACILITIES 

CURRENT 0 Inland Steel agreed to install a $90 million recycling 
and filtration system at its East Chicago, Indiana 
mill, and thereby settle a lawsuit brought against 
company by State of Indiana and Cook County Metropolitan 
Sanitary District in 1972. 

° Filtration system will enable company to meet EPA 
1983 standards. 

o Agreement vacates a previous fine of $1.9 million 
plus $1,000 per day levied against Inland by a Cook 
County, Illinois Judge in September 1975 for 
polluting Lake Michigan. 

0 Settlement marked first time that an industrial 
polluter in one state had been forced to rectify 
pollution affecting another state. 
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LEAD: DUMPING CASE REOPENED 

CURRENT 0 On January 26, 1976, the U.S. International Trade 
Commission announced it would reopen Canadian and 
Australian dumping case to determine whether 1974 
injury ruling on primary lead metal from Canada 
and Australia should be revoked. 

o Public hearings will be held on February 24, 1976. 

POLYCHLORINATED BIPHENYLS (PCB) : 
MONSANTO TO CONTINUE PRODUCTION 

0 Manufacturers of capacitors and transformers have 
expressed fear that concern over toxicity and 
persistence of PCB's might lead chemical companies to 
cease production of this material, which is used as a 
dielectric insulator for capacitors and transformers. 
(See Business Conditions Report, January 16, 1976.) 

CURRENT 0 Monsanto Company, a major supplier of PCB, has announced 
that it is planning to phase out production of the 
chemical, but will continue production and sale for 
use in closed systems until an alternate source or 
suitable substitute becomes available. 

BANKING: REDUCTION OF FEDERAL RESERVE INDEPENDENCE SUGGESTED 

0 Hearings are in progress before House Subcommittee on 
Financial Institutions to develop a legislative package 
for reorganization and improvement of the nation's 
private financial institutions. 

CURRENT 0 In testimony before the Subcommittee, Chairman of 
Board of Governors of Federal Reserve proposed that: 

Office of the Comptroller of the Currency, which 
supervises national banks, be merged with the · 
Federal Reserve, which supervises state-chartered 
banks and bank holding companies; and 

term of Chairman of the Federal Reserve Board 
be made coterminous with that of the u.s. President. 

o Recommendation on term of office was in sharp contrast 
to the Chairman's past opposition to any action tending 
to reduce Federal Reserve's independence and its 
isolation from political influence. 
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FOREGOING RESTRICTIONS MAY BE REMOVED 
90 DAYS AFTER PUBLICATION 
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In!£<") CY}\TI ~ 

Attendees : 

MINUTES OF THE 

ECONOMIC POLICY BOARD 

EXECUTIVE COMMITTEE MEETING 

February 6, 1976 

Iv1es sr s. Simon, Seidman, Greenspan, Lynn, Richardson, 

Robinson, Dunn, Zarb, Tyler , Schmults, Par sky, 

Kauper, Katz, Collier, Albrecht, Gorog, Porter, Hughes 

1. Report of EPB/NSC Task Force on Commodity Policy 

The EPB /NSC Task Force on Commodity Policy reported on 

their review and analysis of the Third International Coffee 

Agreem_ent. The Task Force analysis indicates that the likely 

economic effect is mildly positive . The Agreement relies on 

export quotas as its basic operating mechanism, with all 

operating decisions by a two-thirds distributed majority vote 

giving the United States an effective veto. Moreover, in con

trast to earlier International Coffee Agreements, this Agree

rnent will enter into force with quotas suspended and provides 

for periods when quotas w ould not be in effect. 

The Task Force a lso reported that the re are positive foreign 

policy considerations that are likely to flow from the United States 

signing the Agreement and that Congress j s likely to perceive the 

U.S. joining the Agreement as a foreign policy instrument. 

The Agreement is open for signature until July 31, 1976, and 

must be ratified prior to October 1, 1976. The discussion 

focused on the tin:1.ing of signing the Agreement and submitting 

it for Senate ratification. In light of the anticipated continuation 

and possible further increase in coffee prices during the next 

six months, the Senate Agriculture Committee has scheduled 

hearings on coffee prices for March 16 through 18. 

Decision 

The Executive Committee approved recommending to the President 

that the United States sign the Third International Coffee Agreement 

and submit it for Senate ratification. The n1.emorandum transmit

ting the EPB/NSC recommendation will include options regarding 

the timing of signing and submitting the Agreement for Senate 

ratification. 
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2. s. 1284 

The Executive Committee reviewed memorandun1s on Title V 

of S. 1284 prepared by the Departments of Treasury and 

J ustice outlining their respective positions. The Treasury 

and Justice rr1enwrandums are attached at Tab A. 

The di scuss ion focused on the premerger notification and stay 

procedures and the impact that Title V would have on the Anti

trust Divison 1 s effectiveness in dealing with mergers. 

Decision 

Repres entatives of the Departments of Justice and Treasury 

will jointly prepare a draft options paper on the outstanding 

is sues. 
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