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Jerry: 

Attached is background 

inlnrmation for youm talk to 

the Peach Ridge Fruit Growers 

Association Angust 6 at Sparta. 

They want you:b to talk about - -
Phase IV and pel!lticides.~ 
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From the office of: 

For wDre fnfonmatfon, call: 

Earl F. Landgrebe 
1203 Lon(!\•!Orth Oui ldfn<1 
House of-l"!epresentatives 
'!ashington, D. C. 20515 

Harold A. Uelter 202-225-5777 

For release: Ir;rt:OIATELY 

OSHA ORDER "TR.AGIC11 FOR 00£-!SUF-"ER: EARL 

(Uashington, D. C.) -- Second District Congressman Earl F. Landgrebe has been 

jo1ned by more than 70 House merfbers in urging President Hixon to intervene tO\'Jard 

revocation or suspension of a na1 "emergency .. regulation of the Department of Labor 

restricting the entry of fann t-:~orkers to orchards and fields treated ttith certain 

pesticides. 

The regulation, scheduled to go into effect July 13, is a modification of one 

t'Jhich Labor's Occupational Safety and Health Administration (CSHA) previously had 

issued and then withdretJ in the face of Congressional objections and court actions 

by grouer groups. 

In their letter to the President, the llouse members emphasized that their 

complaint 1·1as against the "emergency" characterization of the neu order. They 

insisted that the Department of Labor had produced no credible scientific evidence 

of a major hazard from re-entry of treated areas, and, in fact, had substantially 

ignored the recol!111endati ons of 1 ts Ot:Jn techni ca 1 advisory !'!roups. 

"f'!Y objection is not to the promulgation of realist1 c standards protecting 

the agricultural \'Jorker, .. Landgrebe noted, 11but to the issuance of an emergency 

order \'Jhen no emergency exists." 

"To impose this type of unnecessary regulation on the farner at the tfrr.e of a 

virtual crisis in food prices is not only ridiculous, but tragic for the consumer, 

as it must result in even higher prices and an increase in the absence of products 

on the shelf, .. Landgrebe concluded. 

The legislators asked that the "eroorgency" proceeding be abandoned, and that 

reasonable permanent standards be developed after public hearings. 
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)ECONOMIC STABILIZATION PROGRAM 

COST OF news 
LIVIN6 COUNCIL 

FOR RELEASE AT 12:30 P.M. PDT 
San Francisco, California 
July 23, 1973 

Offtce of Public Affairs 
Room 2104 
Washington, D.C. 20508 
Phone:202-254-8830 

REMARKS BY JAMES W. McLANE 
DEPUTY DIRECTOR, COST OF LIVING COUNCIL 

DIRECTOR, SPECIAL FREEZE GROUP 
BEFORE THE 

COMMONWEALTH CLUB OF CALIFORNIA 
SAN FRANCISCO, CALIFORNIA 

JULY 23, 1973 

I am very pleased to have the opportunity to meet with you here today. 
Not only is it an honor to talk with such a distinguished 9athering, 
but the support and active assistance of people like yourselves are 
basic to the success of our anti-inflationary efforts. 

What I'd like to do today is to put Phase IV into perspective --to 
give you an idea of how we at the Cost of Living Council view this 
last of the Economic Stabilization Program's phases -- and, when I say 
last, I mean last. Phase V will be phase-out and return to a free 
competitive market. 

OBJECTIVES OF PHASE IV 
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speed and the size of the pass-through of cost increases now in the 
system, and potentially in the system, while not inhibiting capacity 
expansion and supply increases so necessary to reduce long-run 
inflationary forces. 

THE ECONOMIC SETTING 

The principal cause of inflation this year has been the rapid increase 
in costs in two areas: basic materials, such as oil, copper, zinc 
and steel scrap; and feed grains for livestock. 

Industrial wholesale prices have increased at a 12.5% annual rate dur
ing the first half of the year, the highest rate since the Korean War 
experience. Most of these increases have come at the basic stages of 
the production process meaning that further price pressures can be 
expected at consumer levels. During the year ending in June, 1973: 

-- wholesale prices of crude materials for further pricing were 
up 17.7% 

-- wholesale prices of intermediate materials and supplies were 
up 8.3% 

--wholesale prices of consumer finished goods, excluding foods 
.were up 7%, while 

-- consumer prices of commodities less food have only risen 3.6%. 

On the food side, strong international demand, combined with a world
wide shortage of animal feed grains, has resulted in particularly sharp 
price increases. The price of feed grains constitutes the basic costs 
of meat production. High feed prices have reduced incentive to ex
pand production of beef and pork, poultry and eggs. Output of a number 
of major food commodities was down sharply in the first six months of 
1973, and we forecast production for the last half of 1973 in meat, 
broilers, eggs and milk to be below the comparable period in 1972. 

The results of this strong demand and restricted supply have caused 
dramatic price movements. Prices for farm products in June averaged 
35% above a year earlier -- accounting for 67% of the total increase 
in the WPI for this period. 

-- Grains are up 89%; 

-- Crop prices are up 47%; 

-- Livestock prices are up 32%. 
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THE 60-DAY FREEZE 

In pork and poultry, producers have been slaughtering their breeder 
stocks at alarming rates. About 20% of sows being slaughtered have 
been pregnant. The normal rate is 5% to 10%. Each piggy sow 
slaughtered removes some 1 ,ooo.-lbs. of pork from the market in the 
future -- that's a lot of ham and bacon. The same situation has been 
occurring in chickens. Heavy hen slaughter, for example -- a good 
barometer of future broiler and egg production -- was 52% above last 
year for the week ending July 7. 

In the non-agricultural sector, the freeze has created problems princi
pally for the textile/apparel industry and for the metals industries. 
In textile/apparel, fall clothing is normally produced and shipped dur
ing June, July and August and reflects input costs of January through 
May. Substantial increases in wool, cotton, and synthetic fiber prices 
cannot be passed on. Many of these companies would go out of business. 
The broad exception granted this industry on Friday should help. In 
the metals, there are incentives for more exports since world prices 
continue to rise above domestic freeze prices. Abnormal increases in 
inventory accumulations are being noted, reflecting some reluctance to 
deliver during the freeze. The Zuni Indians, for example, are unable 
to obtain silver for their braGelets and necklaces. 

Since the freeze started, we also have had 118 verified plant or com
pany slowdowns and closures, just about half of which have been pork 
packing and processing plants. I don't think I need to recount the 
sizable losses many firms, particularly the small firms with little 
flexibility, have had to absorb during the freeze. In.sbnrt, the freez~ 
has caused some dama e to the econom while halting spiraling price 

, .Y. 

THE DESIGN OF PHASE IV 
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Phase IV is a nine-point proQram: 

o A balancing of price restraint and the need for supply. 

o A_s~eading of price increases. management of the antici-
pat post-freeze bubble. 

o A sector by sector approach to controls. 

o Tough mandatory controls. 
0 A flexible exceptions policy. 

o Continuing consultations . 
• 

o Consistent treatment of wages. -
o A built-in mechanism to end controls. 

o A balanced Federal budget for FY '74. 

Balance price rest~~int and need for supply 

Phase IV allows for the immediate thawing of the freeze in the agri
cultural area where problems caused by the freeze have been the most 
severe. Raw agricultural cost increases, except for beef increases, 
now can be passed through to the consumer on a dollar-for-dollar basis. 
Not allowing price increases in this sector immediately would have cre
ated further dislocations and shortages causing even higher prices in 
the future. We are saying "sound economic policy means moderate price 
increases now rather than shortages on the shelves later." 

The same can be said for the petroleum sector where the proposed pro
gram involves both adjustable price ceilings and incentives for pro
duction. Adjustable ceilings will be placed on domestic crude oil and on 
retail gasoline, heating oil and diesel fuel prices. New crude oil 
production has been exempted from these ceilings. 

Soread price increases 

Having recognized the costs 

dollar-for-dollar pass-through of raw agricultural cost increases 
since June 8, except beef, allowed now; 

health sector of the economy placed under mandatory Phase IV 
rules now; 
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-- all other sectors of the economy remain under the freeze until 
August 12 at which time pass-through of cost increases is 
permitted; and 

·-Prenotification is required after August. 12, 30 days in advance of any 
product or service price increase for firms with sales of $100 million 
or more. This requirement will further delay the implementation of 
price increases. 

Sector by sector approach 

ectors g1ven special 
petroleum, construction, insurance, industrial and retail/wholesale. 
Secondly, Phase IV exempts from controls sectors which are no longer 
inflationary, where controls are no longer needed or useful, or where 
an industry is controlled by other regulatory agencies. The sectors 
immediately exempted include utilities, which are controlled by state 
and federal regulatory agencies; the lumber and plywood industry, which 
is experiencing and is expected to continue to experience declihing 
prices, and long-term coal contracts where exemption should encourage 
long-run supply-enhancing investment. Structuring the program in a 
manner which permits partial decontrol enables a greater concentration 
of energy on problem solving in sectors in which structural or other 
reforms are essential to improved price performance. 

Tough mandatory controls 

Phase IV is a tough system of mandatory controls. Prenotification by 
the larger firms is required and quarterly reporting of all firms over 
$50 million is required, as is a one-time annual report from all small 
firms with over 60 employees. Phase IV requires considerable cost ab
sorption. The base period for prices and cost justification has been 
changed to the fiscal quarter ending prior to January ll, 1973. All 
costs incurred earlier and not already reflected in price increases may 
not be used to justify higher prices. The base price from which price 
justification can be measured is average actual prices for the fiscal 
quarter which ended before January 11. Only dollar-for-dol 
throu. h of cos · owed. i i · 
on a 1 1ona costs. The profit margin restraint, as established in 
Phase Ill, remalns in effect. The staff of the Economic Stabilization 
Program 'is being increased substantially to insure compliance with 
these rules. 
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Flexible exceptions policy 

Continuing consultations 

. uggest1ons ranged from complete elimination 
o~6co•nBi=r•o~s ..-o.-p~e--.e•s~a lishment of a permanent system of ceiling prices, 
rationing, and a 250,000 man enforcement agency. Phase IV reflects 
many of the views, particularly a general favoring of a return to a 
Phase II type of controls, where the terms and procedures are familiar. 

We recognize that we do not know all the answers and, therefore, ~ 
issued the Phase IV regulations for comment. We want your views on 
how we can improve these regulations. If you can help us make them 
more sensible, we welcome your comments so that we might achieve our 
mutual goal of reducing the rate of inflation as soon as possible and 
as practically as possible. All comments ~hould be forwarded to th~ 
Executive Secretary of the Cost of Living Council by.July 31 .... ~~ 

• Consistent treatment of wages ~ • 

Phase IV has a wage policy consistent with its price controls. The 
general wage and benefit standards of Phase II and Phase III will be 
retained . More detailed information for reporting wage and benefit 
increases will be required. Notification of wage and benefit increases 
by the largest bargaining units will be required. Prenotification will 
be required in individual · ~ases. Detailed review of wages in the con
struction, food and health industries continue. A new unit has been 
established to review wage, salary and benefit increases in the state 
and local government sector . 

Mechanism for ending controls 
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A balanced Federal budget for FY 1974 

Phase IV of the Economic Stabilization Program continues its reliance 
on that old-time religion -- the fundamentals -- a restrictive balanced 
Federal budget. The President established the goal of a $250 billion 
budget in FY '73 and then disciplined the Federal Government to meet 
this goal. As some of you have noted· by now, the budget for FY '73 
will actually come in at less than $249 billion. A target was set and 
was achieved. 

For FY '74 the President has established a $268 billion target for the 
Federal budget. Two hundred and sixty-eight billion dollars is cer· 
tainly a lot of money, but it is a balanced budget. The President 
intends to achieve this target, vetoing budget-busting bills as neces
sary-- several billion dollars will have to be cut from expenditures 
already probable due to higher interest rates, new legislation, and 
Congressional bills already far advanced but not yet completed. 

Some are criticizing the Administration for not increasing taxes in 
conjunction with Phase IV. The idea of tax increases was rejected. 
By spending less and not taxing more, the budget can be balanced. Tax 
increases take a long time to become effective. Also, tax increases 
tend to precipitate Parkinson's fiscal law: spending increases to 
meet the amount of money the Government takes from you in taxes -
meaning bigger and bigger Government. It is clear that the President 
is opposed to bigger Government. In fact, another commitment made as 
part of the Phase IV announcement is to reduce the number of Federal 
civilian personnel at the end of FY '74 to a level below the number 
now budgeted. 

CONCLUSION 

The American economy is complex. So are the Phase IV rules. But we 
want them to be the best rules possible to restrain inflation without 
impeding production. This is where we need your help. We have issued 
the proposed regulations for comment. We want your recommendations on 
the specifics. Wherever possible, within the basic policy decisions 
that have been made, the regulations will be improved to make Phase IV 
as practicable as it can be made. ~le want business to continue to 
prosper, industrial peace to be maintained, and production to continue 
to expand under these rules. 

We also need your help in explaining the "economic facts of life" to 
all Americans. You can no longer sit on the sidelines and just expect 
the American consumer to understand higher prices. There is no need 
for me to expiate on the benefits of a free market economy to this 
group. But, it is this group that needs to think in terms of the pub
lic at large, or we may never get our message out. 
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Increasing public understanding of economic growth is a difficult task.~ 
Businessmen, labor leaders and government officials who undertake it 
will face some charges of being self-serving. But it will be a worth
while endeavor. The Government cannot do it alone. 

Increased supply is what will bring prices down. Fortunately, bumper 
food crops are on the horizon for this fall -- the corn harvest is 
expected to be up 6% from a year ago; wheat up 13%; soybeans up 24% -
enough to meet the needs of the United States and foreign countries 
as well. All acres are to be brought back into production next year. 
There will be no set-aside acres. 

We have difficult problems to grapple with in the coming months, With 
your support we are confident we can overcome the problems, achieve 
our goals and reach Phase V. 

oOo 

CLC-336 




