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EYES ONLY 

MINUTES OF THE 
ECONOMIC POLICY BOARD 

EXECUTIVE COMMITTEE MEETING 

May 28, 1976 

Attendees: Messrs. Seidman, Greenspan, Lynn, Usery, Cannon, Zarb,. 
Dixon, 0 1Neill, MacAvoy, Malkiel, Paarlberg, Kasputys, 
Gorog, Moskow, Porter, Perritt, Penner, Sorenson, I:issy, 
Leach, Arena, Metz 

I. Senate Finance Committee Tax Bill 

The Executive Committee briefly reviewed action on the Senate 
Finance Committee tax bill and approved a statement for use by 
the White House Press Office indicating the President's dis­
appointment in the Finance Committee's failure to adopt his 
deeper tax cut proposal and further indicating that we are study­
ing closely the specific provisions in the bill. 

Treasury will prepare an analysis of the provisions in the tax bill 
for Executive Committee consideration the week of May 31. 

2. Emergency Jobs Program Extension Act of 1976 

The Executive Committee reviewed a memorandum, prepared by 
the Department of Labor, on the public service employment legis­
lation currently pending in the Congress. The discussion focused 
on the degree of flexibility and administrative discretion in the 
provisions in the Senate Committee bill, the ;relationship of this 
legislation to other employment- related legislation including 
countercyclical assistance bills and public works bills also 
pending in the Congress, and the potential budgetary impact of the 
legislation. 

Decision 

The Executive Committee requested that a decision memorandum 
be prepared on the position that the Administration should take on 
the jobs bills currently pending including the public service jobs 
bill for submission to the President next week. 
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3. Minimum Wage Legislation 

The Executive Committee reviewed a memorandum, prepared by 
OMB and CEA, on minimum wage indexing and the Administration 
response to Congressional proposals for indexing. 

Decision 

The Executive Committee requested that a decision memorandum 
be prepared on the position that the Administration should take on 
proposals to increase or index the minimum wage for submission 
to the President the week of June 14. 

4. Task Forces to Reduce Waste and Inefficiency in Regulations 

Mr. MacAvoy presented the first report from the Task Forces to 
Reduce Waste and Inefficiency in Regulation. The discussion focused 
on the need for full Departmental and agency support for the effort 
if it is to succeed. 

5. Report on Jobs Bill 

The Executive Committee briefly reviewed the draft jobs bill con­
sisting of a compilation of the previously announced Administration 
proposals to reduce unemployment. Executive Committee members 
were requested to provide their comments on the bill and any addi­
tional language changes to Mr. Gorog by c. o.b. May 28, 1976. 

EYES ONLY 
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MEMORANDUM 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

June 1, 1976 

FOR.,.('AMES M. CANNON 
JOHN O. MARSH 
MAX FRIEDERSDORF 

L. WILLIAM SEIDMAN ~ 

Memorandums on Administration Policy on Unem­
ployment Legislation and Administration Response 
to Tax Legislation 

Two draft memorandums which are in the final stages of consid­
eration by the Economic Policy Board dealing with the Adminis­
tration Response to Congressional Tax Legislation and with 
Administration Policy on Unemployment Legislation are attached. 

We are scheduled to review these with .. the President at a meet­
ing with the EPB Executive· Committee on Thursday, June 3. I 
would appreciate very much your comments and recommendations 
no later than 2 p.m. Wednesday, June 2 so that they can be 
incorporate:l.into the memorandums before they are sent to the 
President. 

-..:.) 

Attachments 



THE WHITE HOUSE DRAFT 

WASHINGTON 

MEMORANDUM FOR THE PRESIDENT 

FROM: L. WILLIAM SEIDMAN 

SUBJECT: Administration Policy on Unemployment Legislation 

During the summer you m~y have to sign or veto as many as five 
major "job creation" bills which require outlays over the Admin­
istration budget. During the month of June you must also final­
ize your policy on the related issue of overall Federal spending 
and extension of the tax reduction. This memorandum seeks your 
guidance on the Administration's position on the first of these 
jobs bills likely to reach you, H.R. 12987, the Emergency Job 
Program Extension Act of 1976, in the context of the other poten­
tial "job creation" legislation. 

General Approach 

Two general approaches to guide formulation of the Administra­
tion's position on "job creation~ legislation have been exten­
sively discussed by the EPB Executive Committee. One approach 
would maintain our position of continuing to resist additional 
spending on the grounds that the best way to achieve sustained, 
non-inflationary growth is to reduce the rate of increase in 
government spending and the size of the Federal deficit and to 
permit more money to remain in private hands. Alternatively, 
we would use this opportunity to support one or more bills spe­
cifically designed to reduce unemployment in recognition of 
the fact that despite the strength of the recovery, unemploy­
ment is still high. 

Since March 1975, employment has increased by 3.3 million and 
is now over 1 million above the pre-recession peak in the 
summer of 1974. Despite the encouraging employment figures, 
the unemployment rate is 7.5 percent, in part because of the 
large number of net new additions to the labor force and the 
extremely high labor participation rate which reached an all­
time high last month. During the coming year we project an 
unemployment level of at least 6 million at a time when 
public service employment and temporary unemployment 
insurance programs are phasing out. ./~· 
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Despite the strength of the recovery, congressional interest 
in additional unemployment legislation remains strong, as 
evidenced by the number of "job creation" bills currently 
receiving serious consideration in the Congress. 

POTENTIAL UNEMPLOYMENT LEGISLATION 

The new congressional budget procedures permit a more certain 
assessment of possible initiatives through the balance of the 
year than has been possible in earlier years. Under the new 
rules (barring a waiver) , authorization bills must be reported 
by May 15 in order to be considered for the upcoming fiacal 
year. Ambiguous language in the budget resolution and con­
flicting opinions among staff members make it difficult to 
estimate with precision the intended size of the public works 
and PSE programs. However, it appears that the budget resolu­
tion contains sufficient flexibility to fund any of the 
following bills, but not all of them. 

Public Works and Countercyclical Revenue Sharing 

Conference Committee consideration of public works legislation 
is scheduled to commence around June 9. Floor action could 
come the following week. The House version (H.R. 12972) con­
tains authorizations for FY 1977 of $2.5 billion over the 
budget. The Senate bill {S.3201) authorizes $3.9 billion in 
various public works activities and, like H.R. 5247 which 
you successfully vetoed in February of this year, it also con­
tains a $1.4 billion countercyclical revenue sharing provi­
sion. The Senate bill contains unemployment triggers; the 
House bill does not. It is expected that a bill similar to 
H.R. 5247 will emerge from conference and be passed by both 
houses. 

Supplemental Community Development Act (Griffin-Brown Bill) 

You endorsed the approach of the Griff in-Brown bill last 
February when you vetoed H.R. 5247. There has been no con­
gressional action on the bill. Its major provisions have been 
incorporated in Section 19 of H.R. 12945, the Housing Authori­
zation Act, which was passed by the House on May 26. The 
Senate counterpart to H.R. 12945, however, does not include 
the Griffin-Brown provision. It is unclear whether the Griffin­
Brown provision will survive a conference. 
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Young Adults Conservation Corps 

H.R. passed by the House on May 25 is designed to employ 
persons aged 19-23 in conservation and related projects and 
would be similar to and essentially part of the existing 
Youth Conservation Corps administered by the Departments of 
the Interior and Agriculture. It would give preference to 
youth in high unemployment areas (6 percent and over) and 
would provide 100,000 to 500,000 man-years of employment each 
year for the next 5 years at a total cost of $9.15 billion. 
Under the provisions of the House bill, no individual could 
receive employment in the program for longer than 12 months. 

Eearings are scheduled on a similar bill, s. 2630, by the 
Senate Interior Committee. There is a possibility that a bill 
will be reported by the Senate Interior Committee and passed 
by the Senate prior to the July 2 recess. Senate consideration 
would require a waiver of the budget rules. 

Humphrey-Hawkins 

Floor action was expected in the House in early June, although 
it now appears efforts at rewritino the 
bill'will delay floor action. Senate action could be completed 
between the July and August recess so it is possible that con­
ference action could be completed prior to the October 2 
adjournment. 

The bill's sponsors reportedly are reconsidering the level of 
the unemployment target, the wage level prescribed for "employer 
of last resort" programs, and the absence of anti-inflation 
measures. The bill does not require outlays in FY 1977 but will 
undoubtedly mandate national economic planning. 

Republican Alternative to Humphrey-Hawkins (Esch-Kemp} 

The Administration has been working quietly with Congressmen 
Esch and Kemp in their effort to develop a Republican alterna­
tive which they intend to introduce to the Humphrey-Hawkins bill. 
A draft bill contai:ning several initiatives already proposed by 
the Administration has been prepared. Congressmen Esch and 
Kemp are finalizing some additional initiatives which they plan 
to incorporate in the bill. 

·Public Service Employment 

The Senate version of H.R. 12987 is a marked improvement over 
the House version of the Public Service Employment bill. 
Administration support would make adoption of the Senate ver­
sion in conference more likely and could keep total outlays 
below the maximum contemplated in the congressional concurrent 
resolution. 
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The Senate version would authorize extension of the Emergency 
Public Service Program under Title VI of the Comprehensive 
Employment and Training Act (CETA) through the end of FY 1977. 
The bill contains no specific funding figure, but the Committee 
report specifies a job level of 520,000 (double the present 
program) and $3.5 billion over the $1 billion already scheduled 
to be spent in FY 1977. This sum, $4.5 billion, is the full 
amount of the budget resolution. To prevent an abrupt layoff 
of present participants on January 31, 1977, a FY 1977 budget 
supplement of about $700 million for phase-out is needed. The 
net outlay increase of the Senate bill is therefore about 
$2.8 billion if all of the money in the budget resolution is 
utilized. · 

The Senate provisions extend funding of the 260,000 public 
service employment jobs and add funding for specific projects 
limited to 1 year in duration. Any vacancies in existing PSE 
slots can be filled only in project related activities. 
Employment above the 260,000 existing jobs would generally be 
restricted to individuals in low income families ($6,700 per 
year) who either have exhausted their unemployment insurance 
benefits, have been unemployed for more than 15 weeks (whether 
or not they are eligible for unemployment insurance) , or are 
currently benefiting from AFDC programs. In addition, the 
Secretary of Labor would be given greater flexibility to under­
take demonstration programs and to reallocate funds geographic­
ally. The House bill also expands the PSE program but lacks 
provisions limiting the new pos~tions. The House will almost 
certainly insist on an increase in the current 260,000 PSE jobs 
and is also likely to oppose the restrictions on eligibility 
for these new PSE positions in the Senate bill. Senate staffers 
believe that the number of additional PSE Jobs is negotiable 
and that the prospect of Administration support for some 
increase could help secure House support for the Senate 
restrictions on eligibility for these jobs. 

OPTIONS 

Three options have been considered by the EPB Executive Com­
mittee: 

Option 1: Oppose any extension of Public Service Employment 
authority or funding increase beyond levels required 
to phase out the current program. 

Advantages: 

o Opposition to a continued or expanded PSE program is 
consistent with the objective of seeking to reduce the 
growth in Federal spending with primary reliance on job 
creation in the private sector. 
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o There is serious question, due to the 11 displacement 
rate," regarding the actual impact on employment of 
additional public service jobs. 

Disadvantages: 

o Administration support for the Senate version at this 
time could be decisive in restricting the size of the 
proposed increase in PSE jobs and in limiting additional 
PSE jobs to the long-term unemployed. 

Option 2: Continue negotiations to influence the scope and 
structure of the public service employment extension 
bill with the understanding that you will support 
the bill if it incorporates the Senate Committee's 
restrictions on beneficiaries and if the authoriza­
tion is less than the maximum funding level in the 
House bill. 

Advantages: 

o Working to shape this bill and later supporting it serves 
as a specific program to address the problem of the long­
term unemployed for the remainder of the recovery. 

o Expanding PSE involves less delay in actual job crea­
tion than many alternative forrrsof direct Federal action. 
The Senate restrictions are likely to reduce rehires of 
laid-off government employees which has been a principal 
reason for opposing PSE. 

o Additional PSE outlays forestalls a potential termina­
tion problem and expands an existing program rather than 
creating an entirely new one. The actual size of the 
appropriation could be left to later negotiation in con­
junction with tax cut considerations. 

Disadvantages: 

o The restriction of public service jobs to the long-term 
unemployed only applies to net additions to the exist­
ing 260,000 jobs that would be extended in the bill. 

o Negotiating on this bill represents a reversal of your 
opposition to additional spending bills and emphasis 
on tax reductions rather than outlays to stimulate em­
ployment. 
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o Authorizing negotiations on this bill may encourage 
other congressional efforts to press for still further 
"job creation" legislation. 

Option 3: Oppose the legislation extending the PSE authority 
but actively explore the possibility of supporting 
one of the other "job creation" initiatives. 

Advantages: 

o Other initiatives such as the Supplemental Community 
Block Grants, the Young Adults Conservation Corps, or 
the Esch-Kemp bill may offer the opportunity of sup­
porting additional legislation that is more in keeping 
with your philosophy. 

The minority in the Congress feel very strongly that 
some alternative to Humphrey-Hawkins is needed and 
desire your support, although not necessarily for the 
PSE extension legislation. 

Disadvantages: 

o ~stof the other alternative 11 job creation" legislation 
entails higher authorization levels than the PSE bill. 

The Esch-Kemp and Humphrey-Hawkins bills are still in 
a state of flux at this time but would likely have 
smaller outlay prospects in FY 1977 than the PSE exten­
sion bill. 

Decision 

Option 1 

Option 2 -----

Oppose any extension of Public Service Employ­
ment authority or funding increase beyond 
levels required to phase out the current pro­
gram. 

Supported by: 

Continue negotiations to influence the scope 
and structure of the Public Service Employment 
Extension Bill with the understanding that you 
will support the bill if it incorporates the 
Senate Committee's restrictions on beneficiar­
ies and if the authorization is less than the 
maximum funding level in the House bill. 

Supported by: 
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Oppose the legislation extending the PSE 
authority but actively explore the possibil­
ity of supporting one of the other "job 
creation" initiatives. 

Supported by: 



THE WHITE HOUSE 

WASHINGTON 

May 31, 1976 

MEMORANDUM FOR THE PRESIDENT 

FROM: 

SUBJECT: 

L. WILLIAM SEIDMAN 
PAUL O'NEILL 

Administration Response to Congressional 
Tax Legislation 

The Senate Finance Committee has virtually completed markup of the 
tax bill (H. R. 10612). The House bill, as marked up by the Finance 
Committee, is a mixture of some very desirable features, some ex­
tremely undesirable features, and a great quantity of other features 
ranging from simple provisions which are neutral from a policy stand­
point to provisions which add complexity to the Internal Revenue Code 
with doubtful justification from a policy standpoint. Unfortunately, 
some of the desirable features are so interlaced with undesirable 
features that it will be difficult to separate them. 

Until the Committee concludes its action (many effective dates for cer­
tain tax provisions will be determined at a June 4 Committee meeting) 
revenue estimates cannot be made on the bill the Committee will report 
out. Following the conclusion of the Senate Finance Committee 1 s action 
on the bill, a decision memorandum will be prepared to obtain your 
guidance on Senate floor and possible conference committee strategy. 
Senate floor debate is presently scheduled to commence June 9 or 10 
and extend through June 18. The mixture of desirable and undesirable 
provisions in the bill are illustrated at Tab A. 

The bill, as marked up by the Senate Finance Committee, is both com­
plicated and disjointed. During the afternoon of May 27, 65 miscel-

·1aneous amendments were considered by the Committee. During some 
of the session, only two Senators were present. The differences between 
the House and Senate versions of the bill are so great, not only on sub­
jects considered by the House but on new subjects added by the Finance 
Conunittee, that a thoughtful and rational resolution of the differences 
is unlikely to emerge from the conference committee in time for passage 
of a bill by both houses by the end of June. The multitude of amendments 
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will doubtlessly be increased still further when the bill is considered 
on the Senate floor. Senate liberals have announced their intention to 
attempt many floor amendments. Thus, if there is a bill by the end of 
June it will necessarily be one that is ill-considered in many signifi­
cant respects unless its provisions are confined to tax reductions alone 
and possibly a very few other selected noncontroversial subjects. 

In deciding ultimately whether to accept or reject the bill, it will be 
necessary to evaluate the mix of its provisions. The attached sum­
mary (Tab A) is a preview of much that it may contain. 

The Congressional budget reduction calls for tax reform measures to 
raise $2 billion. It seems likely that the final tax measure to emerge 
from the Congress will only meet that goal through legislative chicanery. 
For example, the Senate Finance Committee bill does not contain tax 
reform measures raising anything like $2 billion, but they raise net 
revenues by allowing certain tax cuts to expire on June 30, 1977. If 
this provision survives final passage, the Congress might be accused 
of merely deferring a tax increase until after the election. 

So far, the Congress has ignored the 11dollar for dollar" principle that 
you proposed October 6, 1975, and that you confirmed in the 1977 bud­
get. That principle, though qualified,- was also adopted by the Congress 
in a Declaration of Policy (attached at Tab B), when7 after your success­
ful veto of a full year tax cut extension, they passed a 6-month extension 
on December 23, 1975. 

Your dollar for dollar principle stated that any tax cut from 1974 levels 
should be accompanied by an equal outlay cut from $423 billion- -our 
October estimate of FY 1977 outlays without any spending reductions. 
The Congressional Budget Resolution provides for a budget ceiling of 
$413 billion or a $10 billion reduction. It also provides for a simple 
tax cut extension costing approximately $17 billion on a full year basis, 
offset by $2 billion in tax reform, for a net tax reduction of $15 billion. 
Hence, there is a $5 billion discrepancy between your dollar for dollar 
principle and the Congressional Budget Resolution. To reconcile the 
two, either outlays would have to be held to $408 billion or the net tax 
cut from 1974 levels would have to be lowered from $15 billion to $10 
billion. Since the current tax level is about $17 billion below 197 4 
levels, the latter implies tax increases on June 30, including those 
resulting from tax reform, of $7 billion. 

The actions of the Congress therefore raise a number of issues for your 
consideration. 

,'' 
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Should you make a strong statement this week attacking the 
Congressional Budget Resolution and the evolving tax legis­
lation? 

Option 1: Is sue a statement this week attacking congressional actions 
on tax legislation. 

A summary of points that might be included in such a state­
ment is attached at Tab C. 

Advantages in issuing a statement: 

o The Congress is clearly vulnerable. They have rejected 
your call for a deeper tax cut and your dollar for dollar 
principle even though earlier they gave it a qualified 
endorsement. 

o A statement would also help reinforce your position of 
favoring tax reductions as opposed to the congressional 
preference for increased spending. 

Option 2: Do not is sue a statement on congressional action on tax 
legislation. 

Advantages in not issuing a statement: 

o The most effective attack on the Congress would utilize your 
dollar for dollar principle. However, events since the 
October 6 speech have made that principle murky. In par­
ticular, we have requested a number of budget supplementals 
which should theoretically reduce our proposed tax cut 
according to our dollar for dollar principle. In addition, the 
Congress has failed to accept certain savings which have 
already raised 1977 outlays. These two factors have raised 
our current estimate of outlays close to $397 billion, and 
that total is growing constantly. In other words, our pro­
posed deeper tax cut should be reduced by over $2 billion if 
we are to adhere strictly to the dollar for dollar principle. 
However, changing economic conditions are constantly alter­
ing our estimates of outlays and receipts, thus lending 
further ambiguity to the dollar for dollar concept. 

o A vigorous attack would create a mood of confrontation with 
the Congress which may hamper our ability to bargain effec­
tively on the many undesirable provisions now contained in 
the House and Senate versions of the tax bill. 
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o A rigid stance now could also make it more difficult to 
bargain flexibly on bills such as public service employment 
which exceed your budget. 

Decision 

Option I ------

Option 2 ------

Issue a statement this week attacking congres­
sional action on tax legislation 

Supported by: 

Do not issue a statement on congressional action 
on tax legislation 

Supported by: 

Is sue 2: What stance should you take regarding a simple tax cut 
e:xi:ension? 

Thus far, you have maintained a flexible stance, stating that you will 
not decide whether to sign or veto a tax cut extension until the detailed 
bill is presented to you. Your statement on this issue at the press 
briefing on the Budget is attached at Tab D. Assuming that you wish to 
maintain this stand and that you do not wish to give a sign or veto signal 
now, this issue does not have to be decided until the Congress completes~ 
or more nearly completes, its work on the tax bill. Therefore, the 
options below are presented only for your preliminary consideration. 

Option I: Acquiesce in the tax cut extension and drop the dollar for 
dollar concept, stating that you will judiciously use the veto 
to curb the rate of growth of outlays but do not state an out­
lay target. 

Advantages: 

o As noted above, the dollar for dollar concept has become 
terribly ambiguous. 

o This option would continue to allow the promise of a deeper 
tax cut if spending can be curbed sufficiently, while the 
elimination of the dollar for dollar concept would allow much 
more flexibility regarding the timing and the design of the 
deeper tax cut. 
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Disadvantages: 

o By dropping the dollar for dollar concept, you may be 
accused of inconsistency and a lack of leadership. 

o This may be interpreted by the Congress as a weak stance 
and make it harder to sustain vetoes on spending bills. 

Option 2: Acquiesce in a tax cut extension but retain the dollar for 
dollar concept and attempt at least to achieve an implied 
outlay ceiling of about $408 billion. (The exact target 
would depend on the revenue loss in the tax measures 
ultimately enacted.) You would state that a deeper tax 
cut is possible if outlays are kept below $408 billion. 

Advantages: 

o Demonstrates flexibility on the tax cut issue while main­
taining a commitment to the dollar for dollar concept. 

Disadvantages: 

o Setting a specific outlay target ignores the ambiguities now 
afflicting the dollar for dollar concept. 

o Many of the outlay savings recommended in the Budget 
require affirmative action by the Congress in restructuring 
programs. It may be unrealistic to believe that your spend­
ing target could be achieved solely by using vetoes. 

OJ?tion 3: Veto a tax cut extension. 

Advantages: 

o Demonstrates the strongest possible determination to 
achieve fiscal prudence. 

Disadvantages: 

o It is unrealistic to expect that a veto that would raise taxes 
to 1974 levels could be sustained. 

o A veto battle over the tax cut extension immediately before 
the current law expires would generate uncertainty for 
consumers and businesses. 
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Mixture of De rable and Undesirable Provisions 
of the Tax Bill 

The Senate Finance Committee markup of the tax bill {H. R. 10612) is 
a mixture of desirable and undesirable provisions. The following 
summarizes the provisions of the bill (as of May 27, 1976). Some 
changes may result from a Commit:tee meeting June 4. 

Tax shelters and minimum tax provisions are substantially watered 
down from the Administration's proposals and they impact differently 
and less desirably than the Administration's proposals do. 

The 10 percent investment tax credit has been made permanent as the 
Administration proposed and, in addition, is to be refundable if unused 
at the end of the carryover period. But the Finance Committee has 
added an extra 2 percent credit for companies that adopt an employee 
stock ownership plan (ESOP). Treasury tacitly went along with a 
2 percent tax credit ESOP for the electric utilities in order to induce 
the adoption of the Administration's 6-point utility package (recom­
mended by the Labor-Management Committee) and in order to induce 
the adoption of the Administration's proposal for broadened stock 
ownership plans (BSOP). The Finance Committee, however, extended 
the 2 percent tax credit ESOP across the board, did nothing with the 
utility package, and did not adopt the BSOP. 

The benefit to exporters of the DISC provisions has been cut back by 
both the House bill and the Senate Finance Committee. The Adminis­
tration favors continuation of DISC in its present form, but certainly 
it is better to have it as cut back than to lose it entirely--a hazard 
confronting it on the Senate floor under attack which is likely to come 
from Senator Kennedy and others. 

The Administration favored repeal of the withholding tax on interest 
and dividends paid to foreign investors in order to give our businesses 
access to foreign capital markets on a competitive basis with other 
seekers of capital. The House rejected the repeal, but the Finance 
Committee approved repeal of the withholding of tax on interest pay­
ments but not on dividend payments. 

A desirable feature is extension of the 50 percent maximum tax on 
earned income to include a 50 percent maximum tax on other income 
as well, if it does not exceed $100, 000 or the amount of earned 
income. Another desirable feature is removal of the House bill's 
$12, 000 limit on the deduction for nonbusiness interest (such as 
interest on a home mortgage or personal loan). 
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An extremely undesirable feature is the Ribicoff proposal adopted by 
the Finance Committee to deny benefits (a) of the foreign tax credit, 
(b) of deferral of tax on unrepatriated earnings of controlled foreign 
corporations, and (c) of DISC tax deferrals to companies who partici­
pate in the Arab boycott of Israel. Purely as a matter of tax policy, 
the Ribicoff antiboycott proposal is highly offensive. Both Treasury 
and State spoke strongly in opposition to it at the markup session. 

Another undesirable feature is the Harry Byrd proposal adopted by 
the Finance Committee to deny the benefits of the foreign tax credit! 
deferral and DISC to companies which pay bribes. The Byrd proposal 
goes far beyond that and is very bad tax policy. 

•' 
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"Revenue Adjustment Act of 1975" 

Section lA. DECLAR.ATION OF POLICY 

{a) Congress is determined to continue the tax reducti0n. 
for the first 6 months of 1976 in order to assure 
continued economic recovery. 

{b) Congress is also determined to continue to control 
__________ $pending levels in order to reduce the national deficit. 

{c) Congress reaffirms its comrnitments to the procedures 
established by the Congressional Budget and Irnpoundment 
Control Act of 1974 under which it has already established 
a binding spending ceiling for the fiscal year 1976. 

(d) If t:he Congress adopts a continuation of the tax reduction 
. provided by this Act beyond June 30, 1976, and if economic 

conditions· warrant doing so, Congress shall provide, 
through the procedures in the Budget .Act, for reductions 
in the level of spending in the fiscal year 1977 below 
what would otherwise occur, equal to any additional 
reduction in taxes (from the 1974 tax rate levels) 
provided for the fiscal year 1977: PROVIDED, HOWEVER, 
That;nothing shall preclude the right of the Congress 
to pass a budget resolution containing a higher or 
lower expenditure figure if the Congress concludes that 
this is warranted by economic conditions or unforeseen 
circumstances. 
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B"..U"l.ou, John J:;tsnsou, Cali!. Sc ~r:.i:i.!11 
::~:.t"ur.;- J<>H~5. o~~h. Sch~ucr 
C:bur>1>e:l1 i:~h Scbroef!er 
:Je.r l::.ioctn~..s. Shu.c;tl!r 
::;ony~r.: L~l.!c!:U!ll SU:.~s 
D-2.".l!e!s, ~.J. !.E'".·;:;~tt S!:uhitz 
D;w!s -i.;c.Ciosi:.cir $;.:;;r~ 
Di~i;s M«cdoncld S~lmn..'"1 
lJin~~l 4..!~1cbcr ::>:e1£t::-1 Ariz~ 
Dn!l.::.n ~~H:v.J. St~?~.;ns 
E:l\l:a;ds. C?.lit. ?.~!t>~t:l Stuc:;.e;-
~~r!enbo:-n. ~lo:lt~oruery S\!!l!t"an 
(:.~ch }.!osh~r Syn1iu ~'O!l 
t-;c!Jt~:n..an J.:,)ss, -i·.;1co~t 
L"'Tin!;. Ten.::.. "-:o!.tl Ten..s-Je 
i--01c:: · ;t.rurph7. N .Y. Thoo:p!<O!i 
1-'ord, ?~c~. }.!yers, Iml. Ull::ili 
!-'TM!:':" l~icho~s \'°~!ld!:r Veen 
)"Uql::?. Qltln~e:r \V~xman 
G~;<lo;; 1•e.ti11LJ1, Tex. \'il:eon, C. lI. 
Gibbo!JS Pepper Wi:so!l, Tl'l':. 
Gil:n:lll .Poage Wilm 
ii:\nl-.::;- Prt"';Er Y:a.t'?S 
He:!i.ui;ton J>:itcha''d Yr.trcn 
Hr~rs!;.s. F.s.nd:tll Yc.~.:.:;.g. A!a.~~::i 

The .S?F,AKER. On. t..'1.i.c; r-01l~al1 333 
Membcn; h~·.-.:: r~corci~i tl1eir prese!1ce 
by clectro!1i:: c~vice:, <1. quon:::1.· 

By \ll):i.nU.:nous cmu;t:nt, :further pro­
CctodLrit"s uncter the call were ciispenseci 
mth. · · 

FURTHER lV1ESSAGE FRO:v1 THE 
. . . SENATE . . 

t ' ' . . . 
A furL11er messe..g-e iro:n the Senate by 

'.Mr. S;JP..rrov:, one of its clerks. • 
·The messsr;-e also cnnounced that the 

Seu.ate agrees to tl1c report of the co:n­
mitt'* o! co!lference on ~'1.e disagreeing 
\•otes of the t.,·o Houses on the 6.mend-· 
ma..-it<> of 'the :House t.o the bDI CS. 27I!D 
entitled "kl act to impro\·e the quality 
or T2Jl sen·iccs hl the Unit-ed States 
through reb'lfai-017 reform, coorcinatio::i 
of rail service.~ and facilities, and. rcha­
billtation :i:-1d i:np:ovement financing, 
and io!· other pu:-poscs." . 

The mesS<tge al~o an .. .;,,ounced that the 
Senate !ll!d pr..s-;ed v:ii.h an emendment 
ill l>hich the concurrence of t!le Eousc 
i.:; requested, :-.. b:..:l cf the Eou:,e of the 
!ollo;dng title: 

11.P.. 9!?-t-S . .!.n r..::t t-0 cr.1e~1cl. E-ectio:! 103 o! 
t.h~ l::.!.t-:·1::i..1 }U:\·en\;e Co-.:ie c! ;;.~-,...; ~ . .-i~h re-
1'J>tCtt to cc;t~!:1 ob!ls;:.tio::.~ tio:c-d VJ p:o .. -ic!c 
irlr&ntic:.i 1-nci:itles. 

The mc~~ ... zc:e al!>o &1rnounct:d t!1:-.t the 
Se;lat~ had p;i~c;.•d bi!Jc; of Lhe fc'!!owing 
tH!<!s, i!1 v.-!:ich th~ co::ru!·rc·nce or the 
Hou~c !s ri;~ue~lcj: · 

.S. ';21. l.":1 f..r.t t" cl!rrct. the &:s~rc~ :\r;; Q! 
tlir · Intl·r!~:- :1; cc:.,~:.-y. fo: !':-~r r.u~':'kc!. , ... !uc. 
<cert1.!:1 ~:1:!s ~\""lie; Cv\l!":t;·, l<!~:'!io; 
~. li&f. J.n t''= 1~ t'J a'.:-..h1)t!?c t?:r. <ioc\1mtn ... 

t~tlon c r t!!e ,.c!.-~c!, Entjc !-~a:-, r.:~ ~- \-~~-'i::! of 
th~ UnHt~tl fit:tt•:~ v:it.:1 C•)i:.~tv:i."':C.' r1ri•.·!?·.~~:·~!•: 

S .. l G!J9. /.u .: .. <:.t V> t~n~~!Jd ~~l".? [~1~~ .. :1r.=-·h·•,Ul~ 

A\·cnn:: D~\·t-i')fl!'!':t·::t c;..):-_:;r:.:-~~~0:1 J.r.i c! 1!:"i2 
\PulJ1l1~ L.""..·..:1 !i:?--a·;c;. :.s c.:1•~1!C 1:0; r11:ct 

S. l:H t. A-:t l•"t \I) lm·1·.;~,,I! ;!ic .r:o~~clion 
c.fforc.~tci ;...?"tl:.!:1~\s i:l tr~11.:i:. t:.n~! th t:~_:;urc the 
1~·L1111,tn~ t!"e:1.t:!1ent of ~ninl:.!s, 11:-.C. for ether 
purpo~1:s. 

Mr. Pl .. T:M:A!-I. Mr. Spf!'1~tr. I c!cs!rC' t.o 
have my presence reco:·tlt.-<l o:-: i;he last 
t\>o ~uon:rn c:i.lls. I >;as here a::, cl re<:ord<:d 
my presence, but I '1!11 rec:orcccl on only 
one of them. 

1"h'~ Se no t.c l')Ql: <:x:i.ctl·: \I~~ ~r. :•1c h:n 
,,.-c ))~ .. ssed, V-'it.h r.o ch;!1:~;i..'!'i \·:!:~t~!:·e .... e:: 
in::ofar vs l!w l~t:~ fr,< .. ture:~: u1-.~ c~1:r.t~r:,<:ti. 
~~111 ndc.!t::d :i. n:ry tho:-t ::.me1;r..i!t:<:l:t tl:r.! 
c:ivr;:; .l1o:nc as!'"J..?r~.nc;e th~it .. ,r:c: \·.r.Jttld ~t­
lempt to off~et fu ture bx :-e:bc-t!o;::; 
with expenditure rcd~ctions. 

We have careful!;; •;:·:~m!t~r.-d ti•at 
amendment. \'.'c h~ve fom;.d th::it!t wou!!! 
not meet, ?.s lt W?.s writte:n, v:ith the ;•i>­
proval of t11!: m<::mbcr.; O[ the C'J!!H;Ji~:ce: 
on this r.idc in t!lc I-;:ouse. We c!id ho~;­
e\·cr a~rcc to the basic sub.:;t.;.:nc.:-, a:id 
so v.'C; ham l'C;C:raH•:d the S-::nat-: ~:;-ner?d­
mi:nt after comultation T:"ith tbe Je:i.clcr­
ship, extenslvi:: CO!lsultalion, I rrJ~ht~:i.y, 
and after exten:>h't! consult3 ti~:\ v.-!th the 
majority rn<!!r.!:,e;s cf both the v.=-a:;s :i.:.d 

SE!~_'\.TE .AM:E!\"D~':E~TS OX H.R. 9S€a, :i\·!e<!ns Commit.t,.:-e 2.lld Budget <;omm.!t-
A1\1E:~I1\G~ ~~~'!2,o=~ l~ OF IN- tee and with u~e S;x-akP.r b;:?>L'"!;; i?t touch 
TEIU"AL H!:..\L!,u_:,, CODl:. . with the fn'C'iident by t.€:le;>ho;ie. \Ye 
Mr. ULL1\l:A_-..r. 1'.!r. Sp~d:er. I mo\'e to <were al!:'o in touch v;ith Senat..'.:'r L-0!-:G 

suspend the rnles :md t,a;:c from the snd U1e ~ople o:i the Se::ia~c ::lr!c. 
Sueakcr's desk the bi..!l HI.R. 99GS) to We have co:n-; up with subst!~t:tc lan­
aine:id scctio:1 103 of the Ir.tern:al Rev- . guage wl~ich, i>cco:-dL'1g to our best ta:-: 
enue Code of 1951 v.ith :r<:.;;J~t to cutai.n people, makes no sub.>l.antirn c!u:.nl;("cs in 
obllgaiion.s used to provide irri~ation what the Se:mt.e has p:::.scsed and se:.t 
facilities, \\ith .the Sen~t-e amendments O\·er here and which the Pl·esicent had 
thereto, and c011c:ur in the Senate agreed to. 
t.mentlmeats wit!\ an am€!'!d:uent as At the prec:eut moment I must s:a:r 
follows: · that the President has been given this 

In l!t>u o!-tht! mattt>:- propo..>!Od f-0 be in- full in:Cormi::.tion. He has the text_ Ee 
sertt'd hy th~ Sena;;.e "me!lc!!!lent l:r~er-:.: Pa:;I! is studyinrr it. I can:iot. conceive. thai. he 
l, strike out all alter li!JC 4, c·:~r to and would not ap;;ro\·e of it because sub~t"?ri-
1ncludil1i; line l:l ou P~zc 2 or fae Sen:itc Uvely it dt)ts the same thi:lg :lS the 

-engrossed r.mendments, o.r.d ~i;~ert: amendment he had p:-e\·ious!:r ~greed to. 
Src. lA. D£CL1.1:ATI-:>:.; OF F0ucT. B • l t 1 •t to th ... .,. ... 

(n) Couzress 1:; c!t:~erm!nec ;o c·.Jn:! :10.11~ the u. e : me reac l · e ••.1.em..,e-rs, :?.11d 
t~x reduction for tlH! firs• G rr.o:li.hs c-~ Hi7G I know th'? :l\'iembers 2.!l have CO).Jies_ It 
!n o:der to (:SSu;e conti:rned ecv!lom!c re- begins: · .. 
co\·<'ry. Congress ls dcten:Uned to co:itl.!1ue the 

(~) C%>n£Teos Is i>ls? <le~e~m!!l~d . to c·:m- tai.: reductk·~l fer the 11:-st 6 mom!<'> o: i;:;t; 
tlnue to co:nro! sr,cndl!lir ic-;.::s in cr<!u to in ord!.'r to ·i;~:m:-e conti!lUcd £co:io:i.; ic re-
reducc thc

0

bl;.t!o11:...l de:icl:. co\'ery. , . 
(c) Cougn~ss ter:.ffiru1s its cox:nit:ne~t..«1 to 

the prooedures est.aol!sno::<! by .:1e Cong:~es- I do not think anybody bei-e can ~on­
Slom.1 l:lnciP,et e.nd Jmpol<lld:-c.:i::-;: cxmtro! Act test that. 'ri!~t is the most. imporfant 
o r 197·~ 1.!llc!er wn!ch it hai; P.~:<:~d:: est3bhs!1ed ·reason Y.'e are passl!l~ the bi!l. and it i-; 
:a. bimHng syendin5 celling !o-. the fiscal year : just a st.a tement of the purpose as to wl~· 
19';G. . · - 'tte 2r~ passin~ the bill. I canuot f'.~ any-

(d) It 1.be Cong:-ess 11copts c. c.o~!inua<lo::i t.hing that r.ould cause anybod.t- to be 
or tue U:.:o.: re<luc<lon p;o•!c.;:d by ti,;s Ac~ 
beyo!ld JWJe ~o. H17G, end i! t-c.:i!lo:ulc co::.- concerned ab-o:.Jt that language-. · 
dit!ons ..,,-i;rra~1t doic.g i:o. eo:-i;:-ess s?lall pro- The second p·:u-a;ra~h says: 
nde, throusll the proced1::-es in the Budget Conbl'ess is ei5o ae-!ermined to ccmt!ul.!C: ta 
Act, !o::- te'Juctlons In t.he l!O-.·el o! s.,e?1di11i; control l'~ndlng• Jev(:!s In o::dt-r to red;ice 
i:l "t!!e :fiscE.1 vear 197': be!ov; v.:h11t wol.!!d the Jletlo;:ial c!e!i.clt. 
otue:-v:-!se occur, eq\lal to ll!"::'i l\cid!t.ioual 
rt-duction ln tai<es (!rom !he i974 t:ix r;;.~ 
Je~els) p:orided !or the :5.scf.: year Hl77; 
Prarick,l, 1.o!l;e1•cr, Tllat no~!ll:!S ~ha!l p::e­
cludc t.he :iS?!t c.f the C-0n:;:-e;;.s to pass n 
budget resolutton con~1~!:!@ a bh;her or 
lower expendit-.i.re fii;u:e if l.be Co:i~:-ess con­
cludes t.l1Rt this Is wanl'.nted !>:: ecoc.omic 
conditions c:- u!lio=e~"!C::l c!rcu~t: .. ~1ces. 

Resoirrcl. Tnnt the Howe &.:;:oce · to ;.:1e 
a:ne?1dment o! tile Se::?at!:' o:c th-: tl:lc ('f tlic 
b!U. 

The Clerk read the title o: t~c bill. 
The SPEAKER. Isl! ~econ<! clemancicd? 
:Mr. STEIGER of \':isccn!'i:l. ::-.rr. 

Speake?:, I de~1and a ~eco?!d. 
The SPEAKER. W!t!lOttt cbjeclion. a 

se~nd >.ill be C;onside:-ed r-.s c>rc~:-~d. 
There \;;:!:; no ob.lcctlon. 
The SPEAITE<!. Ti1c gc:·;t:~n;.an from 

Ore;oa i:. rtco!!nized ic•· ~'.l r.-.Jnute$. 
M:r. L'LLl\!.!'.N. ;:,rr. S:>e:a"ktr. l~t :ne ex­

pl~!n b!·ic!)y v.hn.t. t.!H~ ~:t~:i~ort is. .As 
the :r--ri:1d>!.'!"~ Lnow, W(: p:;~:,ec~ tli:e !.:\~: r<.:­
du<'tion. and it. \Z:ts Yern::d. ,.r.~ "'·e fojJcd 
to onrric'!e the \·eto. 

I do not th!lli: a~ybody here would cb­
ject to that Jz.11:::-nage. I think e\·cn·boC\• 
here \\ouid ¥>ant to be associated witlt· 
that Ja.nt,'U.3.ge. 

Thea the l.hlrd paragraph s~ys: 
Con&-rees reaffirm$ !ts co'!r.di:::~cnls t~ the 

p:-oceclures e!itablis!le<t by t!lc Coi1;:n,;!lfc::.~1 
>iutii;et E.Od lru.pouod::nent Con~r.;)1 .I.ct of 
1974 under "='~ch t:. hA!l alr~l!.c!~ es::i~!!~hed 
n binding 1<pe:u!..!:!:; ceili!!Z tc-r the fis<:•·l Teu-
1~7G. • 

I do not thiak an:;bodr here co:lld cb­
ject to tha t !n nn:r in:mnc;, ::hap~ m: 
fom1. T.h::.t is c:-:nc~ly w!lat. '-"C h,·,xe c;;:;c 
We h:.iYe e!'t.&.b!ished 01a· so.'\.-miln'.! c.:!t­
in:; under the f!.Ct. 

The next P:!n>..{!:-.1ph roe:: o:!, 1?.:1<.! t!~!..-; 
is the one th::it co:.it~ir~_c; UH? ~•:•i~ 1;:::.~!c 
proceclur~J !'o:wU.:a that wrrs F..dop!~c: by 
Die Sem:.fc ru1.:! e~eed to b:r th<! Prc:.;:­
cicnt. St:i.>$!::.nlivcls-. ~.-c tl1ink \rn Jl..:: • .:t? 
uo chr.n1;.cs i:1 It: ln:t t!icre .h:n·e bt"-~n 
~h:::ht i1cju!'t::,cnts in plm•~-:o!o;;y. :::;. 
J".i'•lc!s: . 



J.Jcr.:cm iJcr J. ~, J. ~ / .') L0.i.'-iGl\.t~SSJ.U5!1\:L JO:LOlUJ - I-JU U5i:. 

• 7! !':lo C,>:Oi,"':'~~" ,,uopt-: P. co~~lm1:1Hon o! 1t really i'.; simpJ;,· ::>. Tt'G\a·,d::.11t st?.t~mcnt. 
tho t.o.~ t"N!•;::t•;:,:1 p:-o?lrJecl by th!s }.ct t•'!· P.'o·,•;c\·cr, son:c of t!-.e };rJu~c :i\.fc·mb~r5 
,·ond .Ju~,~;.:.~. l~"in. f\.:1.,d !r <:C"' .. :>n . .,:i:!c co:lc.a- !clt that. !t t=:~s irnport.1nt to h~Tc th!:; 
~l:...~.t;. v~·s.r; .. ~L <~~:cH: ~. CCl!\_.~c'.!S ~h:.:.~1 p:-o-• phra~c ~ ppi::ar uµ 1.:.!:.on~ ~;J be su!·c thr:.t ,·Jcl5. th:-0.:r,11 tj,~ pr•1-::cdu:-c•: In tlic Budf;E:t 
/.<.t, !.:::- 1-.::i!!::~i:>:?:; In the level o: ,.,,..,:.ctin~ no 0!1() mis!.!!lde:;:stoe;:l tli:!t thc:;:c W:\5 a 
in th·) £.~ct.I r-:;,.t" 1:-.;1 b~low ":h::.t would co:1dit!0;1 tll:i.t if eco11•:i:~ic cond\lio:1:; 
otht~rv.-l':-1! o:.cu~. E:·qu5.1 to e.n7 fl<.iOit.tor...nl re- cha.n~c. U1c cor~mitrnr:1t specified In.i:;ht 
<!uct!on 1:1 t."->:.:s (~r::>m the lf.'H t:u: rato han~ to lJ<: nodif!e:d. 
J~\·e-:s) ;i:o>!C.:~C: ro: the f•sc::.l yi::ar 1977. • I l:no:.':, r.lso, that there arc some that 

Then the !i:-.cl p:-oviso: think th:::.t the 0:·11ht.io:1 of this word 
"ch::mr-;ini" in f:ro!'lt of econcmlc coud!-

.P~oi•:a•r!, l:tr.:c:;r:r, ';'hat nothlr,!; sh:tll pre- t 
clurlo t!'~ :?"!::!it ct the Con~zs t-0 pa!'s a Ions ~~t the e::id of UH: U~ird p~ra;:.:r<:;Jh 
b~d;:1;t r~sch::!on cont.. .. 1r.lng e. hlr;hcr ol." h~d some sii;ni.fic~1cc. I clo r.ct belie\'O 
lo•:<:r e:-:p;::i::.1:.:rc :i~!url! If th':! Cour;r~s con· th:i.t there is any sub:;t.:::.r.tiva effect oc­

·cludcs tl~:. tb!s !~ wcrr::.nlt.-d bf <:cc::;.o:nlc CU..."Ti:n:; fro:n this o:niss!o::i. I be!i.?\'C ti1::>.t 
c.oncutio:H~ er .~:o:-e:s~en ct:-'!umstauces. · it is cle:?.r that the eco110!'7?iC contiit!on.5 

•r-nat p:-o\'!so wes lift.ed almo~t entirely, 
wlth o;ie mbor change, from t..11.e lan­
f;"UJ.f":e h tte S<::natc bill th3.t was ap­

·;. pron·ci by th~ P•~~!cient. 
~ 1;o"W", .IVir. Sµeai;c1-. \Ve hr.Ye had th!.s 

'.:• matt '!r before us for a long, lo1:lg time. I 
· · , had betn prepa!"ed ro go ho:ne, h2.Yin~ 

cionr; all L'lat v:c could possibly co, and 
te!l the :i:>eo;:i:e th?.t Con;;tess shnp!y had 
c>:.1H:.i.l!.t€d i;..s remedies &nd there \>·as no 
't>"aY to keep ln p!?.ce the tax reductions 

. • in Jauu:-J.ry. I th!r.k ·most o! the I»·1ernbers 
..... c.n th!s slclc '\';ere resigned to that same 
• f\tt!tudc ~:-?d ready to go home ~nd take 

~~-- .. V.12.t position.. 
l•!r. S!)eake.-, last nii;ht there \';as a 

··mo·;em:nt on:r on the Sem:.te side fol­
;.. Jo;:1L11~ a mectin~. a leadership me<:til~g. 
: ·The S::;»ieakcr a:id Sen:>.tor ,.,1J.!iSl"ICLD and 
:· the Eenatc kad~!'S came o\·er. They 
=-=it-2-rt~d a mcvemer.t t.o try a:-id work out 

··":-. 'some kind. of co:TI;.>romise la.ni;niagc that 
1he Pn:s1cent ..-;ouid a~cept. That resulted 

· th::n this morn!:1z- that .. the: $en ate con­
,· ,:im1ed t.hat actlon end pa."-Scd the bill 

. ; v.-lL'l the &mencme!lt a.nd sent it ovc-r 
~ ..... hc·:·e. 
: So I say that this language thnt ,._ .. e 
,." have ·worked out does not.nolate 111 any 
·:. way the bts!c principles and pur:><>ses al:ld 

~procedures Ll-ia.t were set forth Jn the. 
;..Senate lan;--..ie.~ that was ~pproved b:r 
•the President. 

.;;:".~·: •Mr. Spetler. I strongly urge that all 
. . :· o! tts \'Ote ove:-v:he!mini;ly, both D;;mo­
,. · . .._exp ts 2.lld Re;:iub!icans. and s.cce;>t this 

.• ~lan..-ua~e. send the bil! c!own. I caru1ot 
·. -;co:icei~c t.11.:i.t the President would not 
~. ···.:&gn St. . 
· •~:·Before I conclude, l want to say that 
. ..:.::.1 unde:-stanci th;:t both t.he Sennte ~!ld 

· . .:. the President ha\·e had troub~e v.ith 
:.some o! U1e ch1'mgcs that v;e ha-.;e made 

. · '..b -t.'le Senate l~ngur.ge in our policj· 
-.st:ltemc.,1t. I v:ant to say that the cllang-es 
·~·are riot L'1lentied to be substanti\'e, end I 

do .. not be!i~\·e they nre. L-et me go 
·:throu~h so:ne of thP.m v:ith vc'-1. 

·: • Fo; exadipk. I under!:~a;.d t!1=it some 
'obje<:t to i;cc!:i;: the l?.:1::ua3"~ "and ii 

· •. <.-co:-io:n!c C·:>:1c!tiom \VZ.~:1t- clobr; !<O'' 
.. ;a.t the bet!L"'!~ini e;f t~c t.:1!r~ r·~:-2;,;raph. 

I v:o'.llc! W·t· t..,. p."l;r,t C'U' t°'"t •hjs JI''"<'"'" 
~ L!.·no~t Lile. s;, ;.".' :is ·t:·;.~-~ ;;.~~·id~tl ·i·1; 
C.e J>ro\"i~o at t!?~ c-:d of th~ t:!~r•l p~rn­

. f:re;J!l. There. it is !uc!icate(! t!1at 11othi.ng 
l">;o~d ~rec·l:.ic·:! the riC!ht c~ Ccn:::·t:ss t.') 
c.:~!.l;:u t.!1r. e~::>~ndit~1re fii;1a·e if this ls 
\\'1:.rrc!!lt!:ti t,~ ... c.~~::o::tlc con{;itions. -~~ fc~ 
1'..! ! ~:r. co!!<;c:-1!.::l-=ind T spe:t~: r.s chr.ir­
f-i'.."\ u! l!1c co:n:1•1~l<:'!-t!1i:; m<:~ns 1lc1lh­'b: til?:<! b; ~dc!:1;t th:!t mat:;rial at the 
.• -r.'..?lliiu(; c.:! the 11arr.r.r211h, 7"hndore, 

. .. .. 

e>:istinr~ tod::.y do not v;arr::mt departinz 
from ihe co~mitments E!)ecillcci, and I 
believe that it is o;ih• H economic cm•­
clitions were to change th<>.t thb would 
be t:-ue. 

Also, I know of no c!.hcr c!rcum:Stances 
at this t:.t:lc '\';'hich v.-culd requi:;:e ::1. 
char..~c fro::n this commit::nent. Of ce;ursc 
other ci:;:cpmsta.nccs "r-:!l!ch ure w1fore­
seen at tbr: present time 171ay citimately 
requi;:e such ch:rngc. 

I tmclers!.and, also, that sor:ie question. 
ha.$ arisen r;here \'.'e r.rnd.e reference to 
"add.H.!o'-l!?.l reduction in taxes." It was 
the intention of ali of us to refer to any 
recluc!.io!1 i!l taxes v:hich occurs aft.er 
June SO, 197S, e.-en though it is the sa:m:i 
ame:•.mt of reduction which is nlreach· 
;n·:>\·ided for in the p!!riod up to June 30, 
197G. In other v.ord!', an extension of the 
exist.in~ tc>: reductio!l beyond June 30, 
197G, "·ould c;ixe l'ise to the req_uirement 
of an c~u::l reduction in spenclin~ to olI­
set a tax reduction.. 

The clctermi.:ut!cn to c0:1trcl sµc11di:!g 
is, in n1y opLn.ion, a cietermin:::.!.io!l \Yl!ich 
the Cong-rcss shures \"\!t.h t11c Pr1:ii:idenl.. 
I knov" C•f his inter£;st in n1duci:1~ the 
nn.tional ceflcit, and I c::n P...ssuro bi:n 
th:.t Congress s!1e.res thi5 dek:mb.ati~n 
'\\ith him, :rn.d that the stat·:!::ncnts ~:e 
e.re maki!~ in this lax bill reinforce that 
det<!rminat!on. · 

Mr. S;1eakcr, I yielrl to my distin;ruis~1ed 
ccilea<;ue i.-1 this effort, t!lc chairnum of 
the Budget Commltt.cc, the gent.leman 
.from \Vashini;ton <Mr. An.~Ms). 

Mr. ADAMS: :M:r. Sp~~ker, I thank the 
centlemau !or yielding. : 

Mr. Speaker, I want to state that I 
support the remarks of the chairman 
or tile Co::unittee on Wa~·s &nd :Z..Jearu; 
s.ncl. t-0 incic2.te that durin5 t.~e course or 
t?l!s d<t:r the President hRs indicated tilat 
he wanted to compromi<::c his dif!erences 
th::?.t he had stated in the pa.st. and the 
Se:1ato had do:1e so. We are tryi:-ig to 
reach such an o.:::com..'11ocl~tion. I t!!ink 
in doing t..'l!s, we have c!;:.ne so. 

?-.Ir. Speaker, the Seni:te emend..'llent 
h:is been r~c:!rafted t') meet U1e pro • 
cedtm::s of the Bud~ct Contro! Act. The 
HClt!sc uncle• the lluc!c:ct Co:it::-ol Act will 
be excm~nin:; ar.:r stimulu~ by ta:-: rcduc­
t!on. tll!:' te-:.:1s of the ~timulu;:, with the 
ecoao:dc p:o;;:rams thnl require :mend­
inz-. V:c ?!~xe c!or.e this in t!1e pasi, but 
v:c h•~Ye :-1:5:x1cd it in t!li.s p;lrticubr 
lan~..:n~e. so tl:c Prel'iclc:\t mid the Na­
tio:l! l:nr.w W'! v;iH be c!oinr: jt in the fo. 
tun~. 

Piensc notice lh:>..t U1t Stn:ite hod sent 
ovrr untl had rcquf'st.ed U1nt there bo 

no flat _rn!'lncy cci!~:a;.: ::~li:-c ·t...~c--:e .. ! 
rt~&':C ~:il!1 U:at. bc.-~Gu .... ~ , ... c ~ ...... -~ ~-
•~b"" ! r.,f ... ;l: - . ~ .. ;~ £. ...... • c;. .. "*-
k• .1~ll-A a Ct.. .. -!'l:i ... lrc~d ... 1c= l?'°.c ~':~:.! 
year 1976 anci WP. v:i!? e:'t :,:b.:1 :: c;:~;;~ 
for fisc:tl Yt::!.r 1 ;l'H, ::!5 ~1;:-i;,•:it!~:! -.::-_;;_,"_. 
tht:? Bm!;;ct P-ct end as at;~mr:d in. .._"'!3 
?·e~olutio:t, 

So U1:i t I ho;>~ the ?\.ff':n!:.~r~. b;1:::.~ ~~­
p\;blican .. '> r:.nd Democrnts, \~·m ,·o:~ fr;; 
the an1endrnent as introd!.~=e~ o:..- t!:~ 
chntrm=in of the \Va}·s r:.m! ;,!":;\;t:; C:·::::­
mittee w lh&.t we m:?~; Hm~ tUs t'l :~'! 
?reside~1t. and I 'am \"er; hc.pe!"ul ~:--.~::. ~ 
"ill haYc this matter heh!r.<! us. 

:Mr. 'ULLl-.1."i.K. Mr. S;>ea~:e::-. I reEer,;~ 
t11e balance of my t::me. 

M::;. STEIGER c:: VTiscorn:!n. !.:::-. 
Speaker, I yield such ·u~c ~s ~:ie =-z:;­
co~mno to the f;ent!e-.o:r.:m ;;:-Q=t 
Ne?>r-aska CJ'.-i:rs. Sr.:anrl. 

U.-frs. S?,'iJTH of Nebr;tsk3. e._c;.~:"-'~ t-.!:::! 
v.as civen pennL<>Sion j.o re>i!'-;: :!:1::!. e:-:­
tend l:.er rernnrl:s.> 

M:rs. S~ITTH: cf Nebraska. :M:r. S-:;e~~:e.-. 
I "ould H ... ".:c to add m:r vo!ce in St!°)::~ 
suppo:-t o! the tax re<!uction-!p~::c~"!':~ 
limitation co:npro:nise re2.c.?!eci th!.3 
afternoon. · 

The eg-;.·eeme::t 1·e2ched is l:hhh- r~­
sponsibfo, takin~. as it c!o!:'S. foe best c: 
both :;Jdes of this len;;fa,· <iisp;.tt-~. T:?.~e'> 
wm continue to 'be ccllec~d c:t ::-~::::e~ 
len~1s as a. stimu!:l.nt t-0 brbg •a o:!t e:-t 
rn\ unpleasa~t rect"ssion, ~;et. the s-:}~~ti­
in~ li!dtation he!n~ put !nto c~t:~t T.!l 
prevent. the reduct!i:m in re\'e::U'! !"~~m 
fu!:lin!"' a·-.o~·''P' rou·1d of cr••c1 i,... ..... ~·~'.l 
Th1s ~~ .:r:t-1r;l· Tl. -1,'c; a•J .. Is ;: l'Ai;c·-.:::·.;.;:; 

Jo ....... """"' •• • ..... J. • '"' - -~··~ .• l- .. ~'11" v.m be11i":it coth inC:i\"iduals h:nd :=t~ 
l{atiO!l i?'.$ a v:ho?e. 

1'fr. STF.:IGBR of \Visc()r-s::i. !-.!:r. 
Stleaker, I ~·ieid 5uch tiro.e as he !:'!~7' 
cc:"!.Sume to the ~ent!e..-nan ire::;. Ficr:d~ 
()fr. Fr.?::z->. > 

<Mr. FrlEY 2.Si:ed and wes Mn:n ;:..r;r­
mfssion to re\"ise ar..d ~tend Ys 

.rem::.rks.> 
:M:r FREY ,.,rr Sµca~cr to'.:l .. •• ~s ... !"\ 

:hnp::.i;fa.r..t d~; 1i1 the hi~t-0ry~~t c~":­
Nat!on. Fer the fi:-st tlrne !n !'e:>n '4<: 
have rc:cog-!1ized the prlncinlc th~t ye'.? 
cannot h:'.l\"e it all: that it v.e ~Ye to:> c"..!!; 
taxes. '\\e mus!; re:kce s:;:il!r.C.h'!.i: en :!. 
dollar-fo:--do!l::.r bas!s. F°"<>-:- th~ fi"'t ~~O? 
t..lierc Js hope that our N'::.tlo:i "'i! !:.~~ 
go the \\'2S of New Yo-:-k C:tv. '!'he:-.-? !s 
also hope because a s:?1atl t-u!; f!~<'--:::'-:e 
group er Co::i~ressnum. ro~!• Re;:mbEc~'!l 
and ·Democratic, put. V"h:-t i<> ri:r~t :...."t 
!ro!'lt of ''h:it !s politictilly v:ise. • 

Hopefu1lv. peop!c v.111 no Icmt:P.:; ~.? 
bought >rith their o~ money-. ·r..):-~ 
fullv. r.c cc.n move to~r~~ r. b.::ifa~c~:! 
budget and fisc.-<.1 s:mft;.·. HonP•n:i-:-. ~~ 
country- wm ::-etum fo :i p~!Jo,o~:'1? :o! 
"We the ;leorile .. recocri!r.n~ both r:~::~3 
a11d resp~!1s!hilities.. n i'> hn;-: o...-c:-.:~~-

:Mr. STE;:Gl'!R of Y:isconsin. ::'.~::-. 
Snea~er. I yield S :nim.;.k-s fo i!:e c!s­
t !nrru!!'llr:c r;e>lf!~m:m fro?r. P~!"l.nsy!'.":<!!i:i 
O'.fr. Sc1!?ffF.~F..L"I). 

(;\·!r. SC"fH,T.~BELI n!'>kcd :t!!d ~ 
f.i\"l'r. !><'rmiss!o:\ to re•·i~!:? ~?!d e~!e-:::.d 
his remn.-;;s.> 

?.!& .. SClIXEE!lELL r~!r ... S~~~:cr. t::.~ 
Membi..'rs on this sicic mt:!:!? 11::-c~cr -=~~ 
Senate \"C!'SiO!\ or this np~ru.tch t..:. :!:!) 

problem. lt is n Jot r.lo:-c ~lJCc!:k &:::! 
has fewer c:ouditions. v.-c l.il:c :.ol!' ... c! 



CALL 0-;' THE HO"CSE 

M.r. XEDZ.I. i\fr. Spe~.kcr, I ·make the 
ll3int. c. f orckr tha~ n quor;irn is not 
i."·e;,o>•>t 
·Th~·SPI:r>.K£!?. pro f.emporc. E\ldently 

~ quot·un~ is nr.~ pr.::i,.cnt. 
\Vithm:i o~ .. je~tion, n. c::.ll of the House 

is orf..e;:ed. 
T.;;<:-:e wa~ 111) obiecU0:1. 
'l'he c:!li w~.s td~en by elect:oonic de­

Yice, &.r.d the fol!o\':ing :Mcmte:rs failed 
to respond: 

[r~on N·o. E26J 
Ad~bbo F.:.stln(;'> Re\L"--> 
:B;..d!!.:o Hc!>:·rt P..!ivJ·~J 
J3.e;i:-d,. Tet~u. Ue::::Jer. 1.L'lSS. Rf..S<.nJJoo·.-er 
~r_i\ F.~nshaw · Rot) 
Blut:!:~m Hoiland N.o~:ithnl 
l>o:l.l;er ¥.on.on Rost~oJ:o.,._-.;;.1 
B:-e,.v..·:.i. C:!.1~:. .J~nn:.n Runnels 
Burtou,Jol>u ,lc;hns•.>D, C<llif. St. ~m1a!u 

· Curney Jon~s. O~:Js.. Sch~ucr 
Che.:!J1>e.1t 1:uth Schroeder 
Clay l::iudn~ ShU.5t~r 
Con:;t:'l'!: 4uc!rum S!l:es 
D=<e!s, N.J. !.e-,~gctt Sl:uhitz 
J>;,v!s :i..;ccJoskt:''1 S..,;.zk 
D<:;o;s l.!o<cdOD~i"il S~lmnn 
llin~cll li.!elcbcr ::>:e1te::--, Ariz. 
1,"'nn~n 'J'~H:xa St.-?phcns 
E::l...-a!'ds, Calif. 1.~!n.,t:i StucJ.~e:; 
Y.r!en'bi>rn :Mo::1tgomery Sull!-ran 
Fsch Mosher Srmiu~ou 
l;chl·~:nan 1.ross 'l'a.lcott 

·J:."Tiu!l, Tell!:l. :i.:ottl Tezi;-..ie 
:Po!c7 · .Murp!::.7, N.Y. Thompl<Oii 
r'oTd, ?.!i.c!l. }.~~·ers, Iud. Uc:ill 
Fre.s~:- Nichols Vit:ider .Veen 
l"uqt::i. Ottinger \Vaxnum 
Ga}C.os l~tman, Tex. Wilson, C. II. 
Gib:xi:.>s Pepper \\'ilson, Tc-:-;. 
Gilm:i.n Poage \Vhm 
Haul~ Preyer Y:;.tes 
Ea..-TIJ.1!;i:on Prlt<:'ha!'<l Yntrcn 
~Br.:~ .F..s.nd~l You~g, A!tL.~l:a 

The .SPEAKER. On t.'1.i.c; r.oll~all 333 
··:Membe1':> h:\'>e recorded their presence 
·by clectro:'li:: <l~\'icc, a quona:1.· 

~ · By U.'1animous consent, further pro­
. ceedings under the call were dispensed 
mth. · · 

FUR.TEER 1vIESSAGE FRO:v! THE 
SENATE . 

I . 

A furfae1· message fro::n the Senate by 
}.fr. S;>?..rrov:, one of its derJ.:s. • 

·The i:oesss.ge also announced that tl1e 
Senate egrees t-0 the rePort of the com­
mittee o! conference on the disag;eeing 
"\'Otes o! t..'1e tv.-o Rouses on the amend-· 
tnentc; of "the House to the bill CS. 2718> 
entitled "An act to improve the quality 
of rail sen-ices in U1e United States 
through rei;Ulat-017 reform, coordination 
of rail serYices and facilities, and reha­
bilitation a:-1d i:np:ovement financing, 
and ior other pu=poscs." -

The :message 2.lso announced that the 
ScnatP. hod pr...ssed v.iih an emendment 
iu l\hicl1 the concurrence o! t!1e House 
b requested, ~ b:.tl er the Eou!-c of the 
ronov:u1g title: 

H.R. 9!;<'8. A:a r.ct t-0 nmelHl i;ectio:! 103 c.! 
thP. l:ite:·i~:tl :P.nenue Cooc <l! !:Ot~ wi;h r<?­
f>pect, to c~:t.~!:1 obH1;:.t.lo:~s ~~ec! t-0 p:ot·idc 
i:-!r~r.uo:i faci:l•les. 

The T!'lc~agc al!.o &nnounc.::d i.h~t the 
Sc:lalr. had pa!>o;<>d bills of the fQ;!O\Yitlg 
tit!es, i:l which th<? co::<'u:·rrnce of the 
Fouse !:; rec;ue~led: 

t.~tfon er t!~c ,.e5-~c!, Erl!}c .'-!a~, r- <-~ ~e!.'~l o! 
the Unllf!tl St:' t•:s "r:it?'1 ci:H:.'-: ~ \·,·: c prl""!?·.·~·:-::>; 

S. lGH!J. An :;.ct to r1.:-n~nd :.:'!'! l--•;!~:l!C::;h·aul~ 
A\·c:1n~ D~t"eir.1ptr.c:-.t CO!"fi(1:.;.:~o~ !.~t. o! 1~i2 
(Public L:\·..v &2··5-iC). :-~ t.:1j•~1~C~ti; t•t"..cl 

S. 13-11 • .A!'l act t-0 l!K"l"\.:r,:=:~ ~;;_c r:-o!eclion 
c.fi"C\rdeci l:.?"tl:i1:Js i:-i t'('.n:i:. ~n:! t•) e.c;..511re th\? 
lnJn1.\1!~ t:-erlt:1lcnt of t .. nin"!~!s. u:-~c fc1r cthe1· 
p\lrposcs. 

Mr. P1',.Ti\'l:A!'l. }.fx. Spe~kH, I C.:ci;!rC' t.o 
ha.\'e my :presence n~co~·d;..-d 0:1 ihe last 
tr,o quorum calls. I was here a::d re-con!ed 
my presence, but I Dm recorccd on on!y 
one of them. 

SE!x.l\.TE A!vrE::\"D~ffiKTS O~ H.R. 9968, 
Al\IB~mmG SECTIO~~ 103 OF lN­

- ' 1 - - • ~. 

The Sen::!tc too!~ ex:i..cU·: <he .e.:nc b::; 
we passed, ",;1 .. h r-.o ch.'lc~"=> ·.::!:a<.~c·e'- e:;­
iP.:;ofar ;J s t.hc t!"?.:o: !e<.A.tures ;!r.~ C'Jnrea-:1~ci­
<md. ?..ddi:d a H!rJ short ::.menr.i:1:t:x:t t!:::.t 
give.:; so:nc as:;ur::i.r.ce lh;~t \'."\'.! ,·.oukl zt­
lempt to off~ct !i.:turc tax :--:~uc:t!or:s 
with £-xpenditure red~cti'J?'.S. 

·we h::ise careful!:; c:-:::.m!r.ed U;at 
amendment. \'{eh:! >i! fom:id that it wo".J!!! 
not meet. as !t w~.s v.'ritten. "tdth ti1c :::v­
prnval o! the members of the co!nmi~:ee: 
on this ::ide in the Hofil:e. We \lid hor-­
e\·er agree to the basic sub;;t.;:mc~. a.'1ci 
so \":c; ha\•e rd.ra!t~d the Se::iate ~me::?d­
mi:nt after con-;ulta.tion tith. the Iea.cicr­
ship, extenslve consultation. I rrJg-ht say, 
and after e~:tensh"e consult?ti:;n v.!th the 
majority mem!;,e;s of both the \V~ss ~.::id 
Means Committ.r-e and Budget Commit­
tee and with t.he S.,eaker ba'I'"!;:;- int-Ouch 

T.!!.L(-N'AL RE\'El:\OS COD:<:: • wit..11. the President by tele;:ihoue. 'Ye 
Mr. ULLMA-~. Mr. Spe;:ker, I mo\·e to ~·were also in toach mt.li Senator I.-0~:c 

suspend the rules and take from the e.nd the people on tile Se."latc ::Mc. 
Soeaker's desk the bi.!l <H.R. 9963) to We have CO!ll'; up with si:.bs~tute lan­
atne:id ·scctio!1 103 of the Ir.ternal Rev- gu25e which, ~ccording to our best fa:.: 
enue Code of 1954 v.ith :::-e.s;>~t to certain people, makes no suil.stanti\·e e:hc.n.;es in 
obligations us.ed to prmide !:.Ti~ation what the Senate has passed and sent 
facilities, '\\ith .the Senate amendments over here and which the Presicent had 
thereto, and c011cur in the Senate agreed to. 
amendments with an ~me!!d-:ueut as At t.he present moment I must ~a~· 
follows: · that. th:? PresidCllt has bee:i. gh·en tbi.c; 

In lieu o!-tho mattl':r pro;>00ed fo be in- full information. He has the text. Re 
serted h:; the Senate ame:ic!:::ent l:r.ser',.: Pai;c is studying it. I cannot conceive thai. he 
l, strike out all atte-r ll!1e 4, o·:~r to and would not appro\·e of it because substan­
includi.ng line 10 ou p:aze '1 or t!.le Sen:>te tively it does the same t...'1.ing as the 

-engrossed e.mendments, nr.d !t•5~rt: amendinent he had previous!;>· agreed ta. 
Src. lA. D£CLl.r.A7lO:.; OF FC'L.!:::"7. 

(a) Congress is c:eterm!ned -.c -::ont!:nu! the But let me read it. to the Memb~rs. :!.~!d 
t.nx reduction for the first 6 n:o:-iths o~ Hr16 I know the !>iembers all have coiiies. It 
1n order to essure conrl:.iued ec.uno:-n!c re- begins: · · 
CO\'t'J)". Congress is deten:Uned to co-::iti..uue the 

(b) Congress Is s.lso detc~:n!!Jl!d t~ oon- lax reduction !er the fust 6 .mou;.h,. of 1;;.; 
tlnue to CO!lt.rol t;,!?t:c!!!lg" ;~-;-e;.e in tm!e:r to in order to ·~ssu:-e contiuued eco::o!'?iic :-e-
reduce the.hat!oi:o:-.1 de!icl:. cove:ry. 

(c) Congress te<•ffirms !ts C.'.>~1itn1e~t.o; to 
tlle prooedures establish!!c! by t:le Congres­
sional lhtdP,et 2.nd Impou!.ld:r.,;:i-; C%mtN! .:'.ct 
o! 197.;, t:uder wh!ch it bas e.!re~d:: established 
:a. binding .r;pendlnt: cellt:il: for the f1sca1 year 
1976. . . 

(d) U tbe Congress adopts a co:!ti1n1at.!on 
o! tbe ta'.!t re<luctlon pro\it!o:d by tl~:s Ace 
beyond Jwie :so. lS'iG, end !! eoa!lo;ulc co~­
dit!ons '1\s.rra!1t doing i:o. Con~ess s'!lan pro­
ndc, throusll the proeed.\!:-l'S !.n t?lc Budget 
Act, for reductions in the le·:el ot spending 
i."l 1'be fiscf.I ~ear lS'ii be!OT-> '9."hnt would 
othen".ise occur, eqllll-1 to ~:-:: Mid!~!onal 
reduction 1n taxes (!ro:n the 1974 tax ra~ 
Je\"els) pronded !or the :5.sca: year l9i7: 
F'ror>ided, /.owet•cr, Tbat no:b..i::.g l!ball p:e­
clude the riSht c.: tl1e C-0ng;ess to pass :i 
budget resolution cont.:i.I!:.!!~ a bi1;her or 
lo~er ~ltpend1ture ti!;\!:e !! t.he Co:lzress coa­
cludes tllllt this ls wcre.n~ed J>r economic 
conditions c:- u!lio:esee:i c!:rcu:::lStf.:ices. 

i!esoh•td. Tnnt the House fo~ee to t.!10 
amendment o!" the Senate ;;c tlii: tW<: c-f t.110 
b!U. 

The Clerk read the title of t.'"c bill. 
The SPEAKER.. Is a second cemanc:!ed? 
Mr. STEIGER o! \"t,"hcomln. M"r. 

Speaker, I demand a ~eco?:d. 
Tile SPEAI..:ER. W!t!1o:;t objection. a 

~e.-x>ncl \.ill be conside.:-ed i;.i; orceri'd. 
Thcr~ w~:; no objection. 
The SPEAKEL!. Ti.;c i;c::t:.;;n-.an :from 

Ore~oa i~ recMnizccl fer ~') F..iinutes. 

I do not think :anybody· here can 1:0n­
test that. That is the mo.<;t. in1p0rl.{<nt 
·1·eason we are p-ass!.ng the bill. E.nd it fa 
: just a statement of the purpose as t-0 vd1y 
'r.e are passing the bill. I canuot ~ee im•·­
thing that r.ould cause anybody to be 
co11cemecl ab-:nrt that language. 

The second p:lragraph sa:n:: 
Consre;;s is e.iso detenn!ned to cont!nt:e: t:> 

contrnl i;pencilng· levels In order to red;:ce 
the 11e.tio.:ial c!eilclt. 

I do not th•:~t: a~ybOdy here \<:ould c'b­
ject to th.at fa.n,.."Uage. I thmk· everyb...~· 
here wouid "ant to be associat~d with· 
that lan{;t:Sge. 

Then the third paragraph s'.!.ys: 
Conr;:ess reaffirn~ Its CO!l!rc:it:r.ents t.o t:ae 

procedures establis...'led br t!le Co!l•TE!<.'l!C::.~1 
Hucii;et e.nd Impouodment C.ont!'~l ;.ct ~: 
1974 under v.-h!ch lt ha:; alrea<!~ cst.'\b!i~!:iEd 
a blndilli; i;pe:td!:?t: cemn~ tar the fiscal i:t:u-
1976. • • 

I do not think an~·bOOy he~-e co'!lla cb­
ject lo that il1 ncy m:mnci'. sba~. c;.r 
form.Tho.tis exactly what "·c hcwe co:~c:. 
v-re ba,·e est.ablished Ol:r sa..'\:nding c·.:;~t­
in:; under the ~ct. 

_s. 'i2~. l. :1 f..r. t to d !rect the s.~erc~ nr;· q! 
1.hc Intcr!c:-- !.1 ) CO!l\·er, to-:: !'~!r r!ta:-ket ~a!uc. 
c:e:-tr;.!:1 4.:!:ls ti> V11.ller Cou~t;-, l<!:.:?lo; 

Mr. ·uLL!\!AN. :l\!r. s:)enhr. let :ne cx­
pla!n br!c!iy v.hnt t.h~ ~!t.~:;t.ion ls. As 
the ~-•~1~!.>er:< l-:now, we J>:i.;;~e-c the t.:ix re­
du<'tion. and it ..-~s \"etoed. :lr.ri we !i:jJed 
to on:triC!C' the \·eto. 

The next P~p!:l!'~,Ph goe:; o~. a:?c! t!:.:..., 
is t!1e one t.l-¢~.co:.ifa.i~.s the s.t.~\! b~.~Ic 
prncec!urnt ~~u;a th:i~~r~ i:.doptet: by 
t.l!c Se:m!e ~d e.g!'eed ~ y- tne Prt'::!­
cicnt. Scbst\u!r.lh:cls-. "e @\ 1!: v:u 1'..!: • .;e 
110 chnn~cs i::i ft: bi:t ::f¢"e ha\·t- h~n 
~li::;ht iicjtt."t•:?cnts in. phrl4$>:v!o:;}·. :r-.. 
r~;.1C:s: ~- li(:i . .'-n ~·i:•, to a\:ihmVc t?1r. don1men-



.. 

uece·mlJcr 19, 1975 COl'~GRtSSJONAT~ lU'.CORD-HOUSE 

• JC !ho C-)::(;:'~5$ t1cl01lt'l e. CO::'!.tlnuatlon or 
tho t:-.x reC:•;ct•n:. p:-ovld~d bj this Act he­
vor.d .:'1.<:Yd ::a. Hf'H>. l'.°1d tr ec-.onon:!c co:ic!l­
it;_,"!'!S \\"£i.r~".nl e.~:ns so. CCt!'l!;TCss sh~!l pro­
viG~. th-:-oi:ii;h C·~ p•'>~edu:-cs In the Ductsct 
J ... c..t. !er te:iu~~l~:-1.~ ln the level or spctading 
il'l th::i !iscr.1 ~.,,;,.~ 1'.111 b~low wh~t would 
otbt."rv.:-tc:~'I! o:.cu:. equ:!.l to e.~7 acidtt1,1r..o..l re­
c!uct!;>:J. 1::i taxes crrom the l!:ii·t t:i;; re.to 
Jeve!s) ri=o•!C.:cd !o:- the nsc:il ye:ar 1977 .• 

it real!:,• i:; simpl;,· n udtmc::.nt stat!:mc:u .. 
Ho\';cvcr, son;c of the Hou~c Member;; 
felt that, it v:zs import:mt, to h~;:c thi::; 
phra!;e :;,ppear uµ 1:.bo\·e to be sure that 
no one misunderstocd t:1ut thc:rc was a 
condition that if econ0:nic condilion!; 
change, U1e commiti!1C!1t :;pecificd m.isht 
ha ,.e t.o Le oodifiE:cl. 

no fla.t money cci:;:.ci f:gm·c ·t!if::-e. I. 
a~r'.!c v;it!1 U;at. bcca1v.~ •.•c l:::!·:~ -e:;.­
tablish~Yl a ce!l!n~ c;.!rc3 cJ:'" to:- t~ .. c ~,- ~ · 
yc;i.r 1976 and \':c wi!l cst~.:;E:>i1 :-, eel~:!!.; 
for fi~c:il Yl:2.r 1977, 1!5 p:o•:i<!C'..! ;.;:: ::<;;:­
the Budget /~ct and as a:~1r:n~d in. ;..~i.i 
resolution. 

Then tile :G!~cl pro\'iso: 
.P;-o!>ilfrd., l:cr.:E::;cr. That nothlns sh:t.11 pre­

clud'.> tl:' r.;!1t er the Con:;re~s to pass a 
b-;;d~c~ re~!ut!on c:cnt.o.tr.lng a h1£:hcr or 
Jo:.i;(;r e;c:p~:i.dl.~t!re n~ure ti Lhc Cougr~s con­
·clud~ th:!!. tbli !s 'til. .. CTTa~tt-d bf e:co:::iomic 

I l-.11ow, r.lso, that there arc some that 
think th~t the O!uissioa oi this word 
"chv.ngin:f' in front of economic condl­
tio!1s at the end of the third pr.razr~p!l 
had so!11c sii;nific:mce. I do net behev'J 
that there is any subsU!.ntive effect oc­
cu...--ri.ng fro:n thls omisslo:i .. I be!ieve that 

conc!!tlo:ii; or .~orcs~en cl:-cumstances. · it is clear that the economic condition.> 
existing tod::y do not warrant departinz 
from the commitment.s specilleci, and I 
believe that it is only if economic con­
ditions were to change that Ll}b would 
be t:rue. 

Tr:.at p;:o•;lso was lifted a.lmost entirely, 
with one minor change, from the lan­
gUJ..ge in the Srnat.c bill that was ap- . 
pw::ed by the President. 

No>':', M:r. Speake:·. we have had th!s 
. matt~r befo:·e t:s for a long, lo!lg tL111e. I 
~had l>etn prepared to go ho:ne, h~;vinz 
done all t.'Jat v:e could possibly c!o, and 
tell the people that ConITT"ess sL'tlply had 
e>:ha..:sted its remedies and there >-·as no 
way to keep in place the tax reductions 

. in Ja!lun.r.r. I think most of the 1viembers 
_. c.n this side v:ere resigned to that same 
· attitude 1md rez.dy to go home and take 

• that Position. 
:.Mr. S:>eaker, last night there was a 

:-mo\"ement oYer on the Senate side fol­
lowing a meeting, a leadership meeting. 
·The S;>eakcr and Sen?.tor M.a.Nsnctn and 
the Ser.ate lead~rs came o\"er. They 

:-2;tart~d a movement to try a:id wod: out 
~ 'scme kind of co:nµromise language that 

1lle President \7ouid ar.cept. Tnat resulted 
then t.llis morn!:\;;- that_ the $e11ate con­

.finned that action and passed t.'1e bill 
\':ith the ll.mendment and sent it over 

• · hc:·e. 
So I say tbat thls language that "e 

." have ~orked out does not.'\1olate b any 
· way the bz.s!c principles and purposes and 

:procedures t.liat were set forth Jn the. 
:..senate languar;e that was approved by 
~ the President. 
.• ·:· Mr. Speaker, I strongly urge that all 

· . : o! us vote overwhelmingly, both Demo­
... crats and Re;:iub!icans, and accept this 
·lano-ua.ge, send the bill down. I cannot 

-. -.-conceive t.':t~t the President would not 
' .: .. sign it. 

_ Before I conclude, l want to say that 
.. :,.I understanci tb~t both the Senate and 

:- tl;ie President have had trouble v;itl1 
:.some of the changes thal. "i':e have made 
.m .t."le Senz.te language in our palicy 

- . statement. I want to say that the changes 
-:~· a.re not intended to be substanti\"e, :i.nd I 

do·· not belic:,·e they are. Let me go 
:l!irough so:ne of them v.ith vcu. 

: • For example. I uncierstar.d th:it some 

Also, I know of no other circurr.stauces 
at this time \";'hich v:ould require a 
change fro:n this commit:nent. Oi course 
other circumstances w!i.ich are unfore­
seen at the:: present time may 1.tltimately 
require such ch:mgc. 

I U.."lderst.and, al.so, that some Question 
has arisen "here we r.iadc reference to 
"addit.!ollcl. reduction in taxes." It was 
the intention of ali of us to refer to any 
reduction in Laxes \"hich occurs after 
Jw1e 30, 197S, even though it is the same 
amount of reduction which is already 
proyided for in the period up to June 30, 
1976. In ether words, an exttmsion of the 
exist.bl!! t::Y. reduction beyond June 30, 
197G, would give rise to the requirement 
of an cc:.u::.l reduction in spending to orr­
set a. tax reduction. 

'rhe detennL'Uiion to eo!1trol spelldir:g 
is, in my o:>inicn, a determi..'1ation which 
the Congress shares ·tdt.b the President. 
I know of his interE:st in reduchlg the 
n::i.tlonal ceficit, anti I c~n assure him 
Ll)at Congress shares this dete:::mtnaticn 
with him, a!ld that the st2.te:nents we 
ere making in this t.ax bill reinforce that 
deknnillation. · 

M:r. S;:>eaker, I yield to my distinguished 
cclleablle in this effort, fae chairnu:.n of 
the Budget Committee, the genUe.mau 
.from Washington (Mr. ADAMS). 

Mr. ADAl\.fS: Mr. Spe~!.:er, I thank the 
centleman for yielcli.ng. ; 

X.Ir. Speaker, I want to state thot I 
support the remarks of the chairman 
or the Co:n.:nittee on Ways and l\·feav.s 
anci to indicate that during t.lte course of 
U1is day the President bas indicated that 
he wanted to compromlc:e his differences 
th::>.t he had stated in th<? pa.st. and the 
Senate had dm1e so. We are tryin:t to 
reach such an accom.modation. I think 
in doing t11is, ·we have c!vne so. 

So Urn t I hope the ).ff':n:;'::r~. 1~;;,t:? !'-!;:­
p\;blicans ::.nci Democrnts, \~·ill vot..! fr;r 
the amendment as introducetl b:: t:.~~ 
chairman of the \V3~·s ::.nd ;,-r.,.ans C:::;-r.­
mittec so t!utt we m~y sc?1d tUs t·:> !~~ 
Presideat, and I ::im '.:cr1 hop~ful t!:'.:.t 7.!"­

wm have this matter beh!nci us. 
:Mr. ULLM:AK. Mr. Spe:a~er, I re;:.:~ 

the balance of my t:me. 
Mr. STEIGER cf . Vilscons!n. ;.:-:-_ 

Speaker, I yield such tlm'.:.' ~£ s:ta :::.-;:7 
cor>.sun1e to the gentle'"o:n::in .:::-c::i 
Nebraska. Cl'.>!rs. Sr.nm>. 

fMh. S2'.'ilTIT of Nebr;?.s;ca 2-"~::~.: ~r::i 
v.-as [:iven permission 'to ret..ise ::.n:!. e:-.::­
tend t.er remarks.) 

:Mrs. SMITH cf Neb!'a.Ska. :M:r. S"P£-~:e.-. 
I would li."::e t.o add my volce L"l ~tr.'}::~ 
suppo.::-1; of the tax: reduct1on-~;i~nc!r.~ 
limitation com.&>romise reached. th~ 
afternoon. · 

The agTeement reached is l:I:::;hl~ re­
sponsible, taking, as it does. the best c! 
both slde.s of lhis length\- diS!»Jta. 72:.-:es 
will continue to be collec~d ~t .-~~::ed 
levels as a sUmu!ant t.o bri!lg us Cl'.!t cf 
a1l. unpleasa1~t recessfon, yet the ~;,'!~tl­
ing limitation ba!n;:; put h!t'l cIT£:-::t ...-.:::. 
prevent t.he reductio?1 in reYc::u~ ::-:?m 
!uelini; anot.l~cr ro\!!ld of cruel in:~::>.t!nn. 
This is som~d policy, and Is a P<"I:cs fa~f; 
will benefit coth inC:ividuals & .. nci :!l.~ 
Natio!l 2s e. \':hole. 

Mr. STEIGER o! Wiscopsm. ~~­
Speaker, I "yield such time as !le ?:!:!.7 
co1'!st:me to the ~ent!e:nan irc::n F1cr!d~ 
(Mr. F'P.i::-z) • ~ 

<Mr. FREY e.si:ed and was frlv(:n ~..r­
mlssion to revise ar..d extend h.!s 

.remarks.> 
Mr. FREY. Mr. Spsaker. to:fa . ..,,· !s ~n. 

importar..t da:r ill the Mst-O?"~ or Cl.!:' 
Nation. Fer the first time !n :re:>.r-s ~e 
have recognized the prlnck•le thc.t ~c!t 
cannot hare it all; that if v.e ~re to -~f;. 
taxes, V.e nl\lst red-:.!Ce S:;>l!r.dh"!~ en a 
dollar-fo:--dollar bas!s. F-o:- th'? ft!'!<t ~~e 
t.lJne is hope that our N::.tfo:t 'tt''il nc.-~ 
go the w2s of New York Cit:v. Thc:re !s 
also hope ~cause a s:?u~ll h1t P.~P~t'•~ 
group er Concn-essmei1. oot~1 RepubHcz:i 
and ·Democratic. put V'ht>.t fa r!;rl!t !:t 
fro!lt of ''h::i t !s politicnlt~· r.iseo. _ 

Hopefullv. people v:ill no lor.£er- '!la 

• ·object to r;dc~n;: the l?.:-!;;"l.!es~ "and ii 
<=co:io:n!c c.:)r!C~tions v.;arrn!lt. cioi!lt; ~o" 

• :?.t the begbnin:;r of t'!l.:! L'1!:-c r:a:-2.g-raph. 
I v:o•.lltl Jl::t• k> p.11r.t c•ut. th?.t t!~is phrn:;e 
is E.L·no.:;t 1.lle s:::ne as t!"l a ~ n:·oviuetl in 
tbe Prot·U;o at C1~ c!'lc! of the ·t~!r.:l p~ra­
cri:p!i. -i·ilerc:. it is indicated that no:.hL'lci 
~-o".!ld :>rec-h.id·~ the ri~h~ cf Cor:~:rti;s t.o 
ch~!J?t! t~1c e~:pendit~re fli;:ure ir' thi.s is 
"11rra!lt~U L;;- t~o!'lora\c contlitlons .. P-~ fr..r 
~~! i:..:~ <:o!:r:e:-nd-and I spe:i~: r.s c!~nir­
.~-• o. L~e co:n:mtleP.--thb m.:nns tmth­
~ tu".>:-<? b; add!n;~ th:>.t material at the 
.. ;.i;<.:1.nint: c! the t>arar:raph. Thnt:forc, 

:Mr. Speaker, the Sem:te emend..'llent 
h:ts been redrafted to m~ct C1e pro­
cedures or the Budset Contro! Act. The 
House unde:r the Buc!~ct Co!lt:-ol Act will 
be exa:nin!nt; ar::; stimulus by t.a'.'\'. rcduc­
tlon, the tc~ of the st!mulu:<, with the 
econo:t:ic p:-ot;rams thnt reciuirc spend­
in;r. Y.'e l:.ave done this in L'1e p:?st, but 
~c h:!Ye ::.:Ure1ed it in t!1is P<\rticubr 
langut'li;e, so the Preslclcat 1md the ~ 
ticn l:nnw we y;i!l be cloin~ it in the fUO 
ture. · 

bought r.ith their O'ITTl m::mcy. ·F..:-:-..e­
fu1lv, we ~n mo\'e to;;-:i'"" n h.~!e.cc~.1 
budS?et and fiscr.1 sanit:r. HonP•t:it-:. !.."l~ 
countr:v wm retum b a p!lllo~;lh._7 ~: 
''V!e the peaolc" reco::nt~1t~ bo:h r·~~!s 
and respo:1sibilities. lt ls I::m~ o':e::c-::~-

Mr. STEIGER o! Wisconsin. :.r=-_ 
Sneaker. I yield 5 ::nlnu~5 t.o U:e C:!s­
t!:1ri;!shF:c i;entl.,.mau fro?n Pe:ms:r!• .... ;:::i:l 
(l'.fr. SCl!NCF.!!F.:LI). 

<Mr. SCH1'T.::BELI a~k>::d ::t~d .,:;.s 
i;ive-n permission t.o rt'Yis~ ~nd £:<::!~~d 
his i·em~u'ks.> 

Ur. SCH:!\"'EE!3ELI. r,!r. S~~~:er. t::~ 
f.'1:~1bers 01~ this side mt:ch p:-c:'cr :_~~ 
S~JfH-'\C Yen.ion of this ap~ir.:>~!Ch t~ t.!:e 
prol)tem. "'Ct is n lot more'! svec:.."i:: et:! 
has "<ewer conditions. We m:c ~Qrr-.. e:! 

Piensc notice that th..:.- Scn::.te l;tn-ti sent 
ovC'r und had requested t.!rnt li!rdrc bo 
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Points That Might be Included in a Statement 
Attacking Congressional Actions on Tax Legislation 

o The Congress has rejected your proposed reforms of government 
programs that would save money and make the programs more 
rational. By their action they have prevented the American people 
from enjoying a tax cut which would yield the family of four earning 
$15, 000 an extra $227 per year. 

o In December the Congress accepted your principle that a tax cut 
extension would only be provided for a full year if spending could 
be curbed significantly. Their Budget Resolution rejects this 
principle. Granted they left themselves a loophole. They said that 
they would not follow the principle if dropping it was 11warranted by 
economic conditions'' or "unforeseen circumstances." But now 
that the economic recovery is progressing more rapidly than most 
expected in December, it is fair to ask the Congress what there is 
in the economic conditions that warrants dropping the principle.· 
What "unforeseen circumstances 11 have occurred? 

o It could be noted that the Senate Finance Committee has not only 
rejected your request for a deeper tax cut, they have even rejected 
their own Budget Resolution's call for $2 billion of tax reform. 
They only meet the Budget Resolution's revenue target by setting 
the stage for a tax increase after June 30, 1977. 
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* * * * 

Question and Answer From 
P~esi6cntial Budget Briefirig 

January 20, 1976 

QUESTION: Mr. President, only a month or two ago you 

were quite insistent that Congress commit itself to a specific 

spending ceiling as a precondition of any tax cut, yet last 

night when you proposed your additional $10 billion tax cut you 

made ·no mention of a requirement for such a spending ceiling. 

Could you explain? 

THE PRESIDENT: I think if you will re-read the message 

you will find that I do s~y, or did say, rather in that message 

that if we restrain Federal spending we can have a tax reduction 

on a dollar-for-dollar basis. I cannot re..1ltem.ber the page, but 

it is in the m8ssage that I read to the Congress last night. 

QUESTION: ·well, yes, sir, but I take it you are no longer 

insisting on the specific ceiling approved by Congress as a 

precondition to that extra $10 billion. 

THE.PRESIDEr.."'T: Well, we say that the ceiling is $394.2 • 

. Now, there are uncertainties that take place as we move along 

an~ ~e have 5-1/2 months before July 1, 1976. So there has to 

be some flexibility. I have picked the ceiling. I have said 



MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

June 2, 1976 

JIM CANNON 

PAUL LEACH~~ 
Memorandum on Adrninistratio~ Policy 
on Unemployment Legislation and 
Aaministration Response to Tax 
~egisla tion 

I was only able to review this very briefly and my comments 
should be viewed with that caveat. 

~!J.ef'-Unemployment Ld{islat~on m~morandum,.I would favor 
~ption 3, 110ppose e legisfation extenaing the PSE 

. /" authority but actively explore the possibility of 
V' supporting one of the other 'job creation' ini tia ti ves". 

The Tax Legislation memorand-um, ·I would favor option 1 on 
issue 1, "Issue a statement this week attacking congressional 
actions on tax legislation", and option 2 on issue 2, 
"Acquiesce in a tax cut extension but retain the dollar for 
dollar concept and attempt at least to achieve on implied 
outlay ceiling of about $408 billion. (The exact target 
would depend on the revenue loss in the tax measures 
ultimately enacted.) You would state that a deeper tax 
cut is possible if outlays are kept below $408 billion". 

If we had a reasonable amount of time to respond to this 
memorandum,I think more thoughtful comments could be made. 



MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHING T ON 

July 22, 1976 

JIM CANNON 

PAUL LEACH 'Bl 
EPB Meeting on 
Thursday, JUiy 

At your request and as I have done on a number of occasions 
in the past, I attended today's EPB meeting which was 
"Principals Only". It was my understanding that 
representatives of "Principals" were permitted to attend 
if their Principals were not able to do so themselves. I 
have done this for you in the past, others have done it in 
the past and at today's meeting Secretaries Simon and 
Kissinger were represented by others. 

However, today, contrary to precedent and inconsistent 
with the fact that Secretaries Simon and Kissinger were 
represented by others, Bill Seidman sing1ed me out in the 
meeting, indicated that it was "Principal.s Only" and asked 
me to leave. While I indicated to him that I was there as 
your representative, I, of course, left. 

However, as you might expect, this was a most embarrassing 
moment and one which was totally unnecessary. In addition, 
this "public" action does little to enhance my credibility 
with George Dixon (Treasury) or Elliott Richardson, with 
whom I must deal from time to time. Nor, did the action 
help in achieving the coordination between EPB and the 
Domestic Council which is essential if the White House 
staff is to function effectively. 

Since this action was contrary to precedent, inconsistent, 
opposed to your understanding with Bill Seidman, detrimental 
to White House staff coordination and an unnecessary 
embarrassment to both you and me, I think it is appropriate 
that Bill Seidman apologize to both you and me and do this 
in a way which is connnunicated to the people in attendance 
at today's meeting. 

I hope you can take this up with Bill upon your return and 
I would like to chat with you about it at your convenience. 

cc: Bill s :eidman 



TO: 

FROM: 

SUBJECT: 

Options 
both. 

JIM C 

Wage 

THE WHITE HOUSE'." 

WASrl'KC70N 

July 27, 1976 

mutually exclusive. We support 



T~.JE WHITE HOUSE: 

WASHINGTON 

July 27, 1976 

JIM cANNoNn I 
~~~~D L~~~~~y 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: Wage Settlements Memo 

On issue one we recommend that you support options 3 and 4. 

On issue 2 we believe that options are not well stated. 
Under option one, for example, unless there is some proposed 
draft language to review, the terms "mild" or "strong" are 
meaningless. We believe that the Administration should take 
some public position but the real question is not whether 
we take a position but what we say and that is not addressed 
in either of the two options. 

A proposed statement should point out the inflation effects 
of both the teamsters and the GE workers settlements. However, 
we should come clearly short of advocating an incomes policy, 
wage or price controls, or jawboning. Furthermore, the 
statement would have to be carefully worded so as not to 
appear to be in conflict with the positions that Secretary 
Usery has taken on these settlements. 
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DRAFT 
THE \V H l !T H 0 USE July 26, 1976 

WAS H : i~ GT 0 N 

MEMORANDUM FOR THE PRESID E)l' T 

FROM: L. WILLLA)v1 SEIDMAN. 

SUBJECT: ·Wage Settlements 

As you requested, the Council on Wage and Price Stability has analyzed 
the collective bargaining settlements for the teamsters and the electri­
cal \Vorkers. The Teamster Collective Bargaining Agreement, . signed 
April 3, 1976, provided for increases in total compensation of 9. 9 per­
cent in the first year, 11. 3 percent in the second year, and 9. 9 percent 
in the third year (assuming 6 percent inflation). Over the life of the 
contract, total compensation would rise by 34. 3 percent, or an average 
annual rate of 10. 5 percent, if inflation is 6 percent. 

General Electric signed an agreement on June 27, 1976, with several 
unions raising wages by 14. 9 percent in the first year, 7. 8 percent in 
the second year, and 7. 2 percent in the third year {assuming 6 percent 
inflation). Over the life of the contract \vages would increase by 32.. 7 
percent, or an average of 9. 9 percent per year, assuming 6 percent 
inflation. The cost of living clause could raise the second and third 
year wage increases under the teamster and GE agreements if inflation 
exceeds 6 percent, but the increases would be smaller if the rate of 
inflation is less than 6 percent. 

Vvhen the Administration makes public its analysis of the teamsters 
and electrical workers settlements, questions will certainly be raised 
regarding the Administration's view of the inflation impact of these 
settlements. 

The Economic Policy Board Executive Committee has discussed the 
··issue of whether a statement should accompany release of the analysis 
of the settlements or whether Administration officials should merely 
respond to questions .. Any Administration statement or comment could 
impact on the collective bargaining negotiations still in· progress or 
scheduled for later ·in the year. 
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A number of major settlements remain during 1976, including rubber, 
where a strike has been in progress for about three months, and auto­
mobiles. 

It is important to put the teamster and GE workers settlements into 
perspective. For major collective bargaining settlements negotiated 
in 1976, first year increases were 8. 8 percent and 8. 2 percent in the 
first and second quarters, respectively. The average increases over 
the life of the contract (excluding cost of living adjustments in the 
second and third years) were 7. 4 percent and 6. 6 percent, respectively. 
Compensation per man-hour for private nonfarm workers increa_sed at 
an annual rate of 7. 5 to 8. 0 percent in the first half of tJ;ie year. The 
adjusted hourly earnings index increased at an annual rate of 6. 4 per­
cent in the first six months of the year. These increases are at least 
1. 0 to 2. 0 percentage points below the CEA forecasts made in December 
1975. It is a typical cyclical pattern for major union settlements to 
show larger wage increases than the economy as a whole during years 
of high unemployment. The reverse occurs during years of low unem­
ployment. 

The Troika forecasts increases in output per man-hour of about 3. 0 
percent in CY 1976 and 1977. This would be inconsistent with a 6 per­
cent rate of inflation if compensation per man-hour increased by more 
than 9 percent per year. The experience thus far suggests that com-· 
pensation per man-hour can be expected to be less than 8. 0 percent 
for 1976 and around 8. 0 to 8. 5 percent in 1977. Thus, when viewing 
the wage rate picture as a whole, wage increases are not likely to 
generate inflationary pressures in excess of 6 percent and are likely 
to be consistent with a 5 percent rate of inflation. 

The prospect of what some believe may be a built-in wage inflation on 
the order of 6 percent each year has generated renewed interest on the 
part of many economists for some type of incomes policy. Both 
Governor Carter1 s economic policy statement and the Democratic 
Party platform include language sympathetic to the notion of some form 
of an incomes policy, although neither spells out what this would mean 
in practice. 

Issue 1: What should be the Administration's policy regarding wage 
settlements? 

The EPB Executive- ·committee has discussed a variety of alternative 
policies regarding the role the Administration should play with respect 
to wage settlements • 

. ----------···--·--·----------·---------"-------------------- --~-- -------~-~-----·--·-----------. .. 
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Option 1: Announce an 11incorne s policy. 11 

Advantages: 

o An incon1es policy would visibly demonstrate Presidential 
concern. 

o An incomes policy would assist employers in resisting large 
wage increases with an additional element of moral suasion. 

. . 

o To the extent the policy' is successful; it would result in a 
lower rate of wage increases. 

Disadvantages: 

o An incomes policy would ultimately require mandatory author­
ity to successfully implement. 

'· 

o An incomes policy would need a guideline on prices, profits, 
and interest rates to appear even-handed. 

o Almost any numerical guideline selected for either price or 
wage increases would look very high and may tend to set a 
floor rather than a ceiling. 

o There is a high risk that labor and business would perceive 
an incomes policy as a first step back into controls, and would 
encourage high wage and price increases in anticipation of 
controls. 

o A single numerical guideline would almost certainly emerge, 
if only informally, yet no single guideline is appropriate for 
ef!icient resource allocation throughout the economy. 

o The Administration has often said that the controls of the 
early 1970 1 s reduced investment and generated inefficiencies 
which helped to produce the current recession. 

Option 2: Attempt to influence the outcome of upcoming settlements 
through ja"wboning. · 

Advantages: 

o Active jawboning would visibly demonstrate Presidential•:~. :;}. 
concern. . ~· . ~J/ 

· .. , . ..._·..,-..--..--:-
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o Presidential jawboning requests could be tailored so that 
responsiveness by_ the parties was possible given the bar­
gaining relationship. 

Disadvantages: 

o Jawboning is unlikely to have a significant favorable effect 
on wage settlements, and may have adverse effects. 

o Failure of jawboning would lead to pres sure for a more 
mandatory incomes policy. 

o Unless handled properly, jawboning attempts could seriously 
interfere with the bargaining process and lead to worse strike 
activity. 

o Jawboning would require selecting guidelines for increases 
in wages, with all of the disadvantages outlined in Option 1. 

Option 3: Emphasize in public statements the inflationary effect of 
wage settlements ;.vhich consistently exceed productivity 
increases. 

Advantages: 

o A highlighted statement would visibly demonstrate Presi­
dential concern. 

o A public statement should promote public understanding of 
the relationship between wage increases and inflation. 

Disadvantages: 

1 
o. A statement on wage increases would almost certainly 

require similar statements on price increases in excess 
of cost increases, at a time when increased profits are 
needed for stimulating investment. 

o Past erosion of real wages, such as in the rubbe_r industry~ 
makes settlements in excess of productivity increases in 
1976 virtually inevitable. 
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Option 4: Stress the need in c staternents and ches for 
overall economic s which reduce the incentives 
for cost inflation and v .. ·h size the need 
for restraint in wage negotiations on the part both 

·management and labor. 

Advantages: 

o This approach represents sound economics and sound policy. 

o It is consistent with our past emphasis on the need for 
reducing inflation. 

Dis~dvantages; 

o Emphasis on wage restraint might appear inequitable unless 
accompanied by a call for similar restraint on the price side. 

o A general statement could appear unresponsive to the 
emerging desire for strong action with respect to specific 
short-term wage increases. 

o If not accompanied by a statement on price increases, a 
statement on wage restraint could be used by the labor 
leadership as evidence of Administration hostility to the 
rank and file worker. 

Option 5: Maintain the present posture of active mediation of dis­
putes and post- settlement analysis by the Council on 
Wage and Price Stability without a judgment on the 
merits of the settlement. Continue to stress that col­
lective bargaining is properly a private sector activity 
and that governrnent should not attempt to effect the 
outcome. 

Advantages: 

o It is consistent with the Administration position that govern­
ment interference in the collective bargaining process 
should be kept to a minimum and with our more general 
posture of lj.µiited governmental intrusion in economic 
activity in the private sector. 
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o Ariy action beyond our present posture runs the risk of 
stimulating pressure for greater specificity and inter­
vention. 

Disadvantages: 

o The Administration may be criticized as unresponsi:re to 
the growing concern over the size of recent labor settlenients. 

o Our present posture does not directly address the problem. 
of potential or built-in inflation from long-term wage settle­
ments in excess of productivity. 

Is sue 2: How should the Administration make public its policy 
regarding wage settlements? 

Option 1: Issue a statement or mildly cautionary cover letter on 
the tearnsters and/ or electrical workers settlements. 

Advantages: 

o Upon release of the CWPS analysis the Administration will 
most certainly be pressured to comment on it. A statement 
or cautionary letter would permit greater precision and con­
sistency in the Administration1 s response. 

o A statement would permit greater clarity in focusing concern 
on the indirect impact of upcoming negotfations. 

Option 2: Do not issue a statement or mildly cautionary cover letter 
on the teamsters and/ or electrical workers settlements. 

Advantages: 

o The Administration has generally followed a "hands off policy" 
with regard to commenting on the results of collective bar­
gaining. Were the Administration to comment on a particular 
settlement there would be considerable pressure for the 
Administrati~_r;. to comment on all future major collective 
bargaining settlements • 

. '"·---·-----~-·-·-----------
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o A practice of speaking out on wage and benefit increases 
v:oulcl bring about pressure to evaluate specific price 
increases also, thus increasing even more the Adrninistra­
tion1 s intervention into the market economy. The 1971-74 
experience revealed that guidelines and other limited types 
of intervention yield great pres sure for more detailed and 
mandatory controls. Even if we resist those pressures, 
the press will speculate about a return to controls, exacer­
bating business uneasiness and anticipatory wage and price 
increases. 

o The perception by labor and management that the Adminis­
tration was adopting a more activist policy would affect our 
ability to assist collective bargaining in a mediation capacity. 
Management would likely request us to intervene at an early 
stage in the bargaining process in the expectation 111.at we 
would try to reduce union wage demands to levels consistent 
with the perceived guideposts. At the same tim.e, labor 
would understandably be more reluctant to request our 
assistance in settling disputes if they thought the Adminis-. 
tration was seeking to bring about a settlement at or below 
a particular level. 
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In May the Troika had forecasted increases in output per 

man-hoµr of about 3.5 percent in CY 1976 and 2.9 rcent in 

1977. However, more recent data indicate a faster rate of 

growth in labor productivity, 4.4 percent in the first half 

of this year. If the Troika forecast holds for the rest of 

the year, output per man hour will grow by 3.7 percent in 

CY1976. Although compensation per manhour increased by 8.9 

percent in 1976 I - II, unit labor costs increased by only 

4.3 percent. Unit labor costs have been growing less rapidly 

than had been anticipated. 

• 
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THE WHITE HOUSE 

WASHINGTON 

November 9, 1976 

MEMORANDUM TO EPB EXECUTIVE COMMITTEE 

FROM: 

SUBJECT: 

WILLIAM F. GOROG ~ 
PRESIDENT'S ANNUAL INTERNATIONAL 
ECONOMIC REPORT 

Your attention is invited to the following key 
dates in the schedule for production of the 
President's Annual International Economic 
Report: 

• 

November 18 & 19 
drafts to CIEP 

Turnover of Agency 

December 2 to 9 -- Agency review of 
consolidated draft 

January 17 -- Transmission to the Congress 
of printed copies 

For your reference, attached is a listing which indicates 
Agency responsibiliti~s for the various sections of the 
Report and their corresponding CIEP contact persons. 

Attachment 
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CIEP Staff Liaisons and Lead 
Agencies for 1976 International Economic Report 

PART I 

U.S. Position in the World Economy 1976 
Introduction 
World Economic Conditions 
World Trade and Payments 
International Financial Developments 
U.S. International Economic Position 

Balance of Payments 
Merchandise Trade 

U.S. International Economic Policy Developments 
Developing Nations 

1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 

Energy 
Agriculture 
East-West 
Trade 
Monetary System 
Multinational Corporations 
Law of the Sea· 

PART II 

North-South Economic Relations 
Energy Resources 
Agriculture 
Financing East-West Trade 
Export Promotion and Market Development 
Trade Restraints 
International Labor Comparisons 
Foreign Investment Policy 
Multinational Corporations and Questionable 

Payments Abroad 
10. Air Transportation and Tourism 

11. Ocean Shipping 

12. Science and Technology 
13. Environmental Problems and Practices 

Lead Agency 

CIEP 
Treasury 
Treasury 
Treasury . 

Commerce 
Commerce 

State 
State 
Agriculture 
Treasury 
STR 
Treasury 
State 
State/NSC 

State 
State 
Agriculture 
Treasury/Commerce 
Commerce 
Commerce 
Labor 
Treasury 
State 

Transportation/ 
Commerce. 

Commerce/ 
Tr;:msportation 

Commerce 
CIA 

CIEP Staff Liaison 

Samuel Rosenblatt 456-2777 
Gus·Weiss 456-6257 
Wilbur Monroe 456-6287 

Joseph F. Lackey 
Joseph F. Lackey 

Gerald Kamens 
Douglas Metz 
James Murphy 
David Evans 
Samuel Ros~nblatt 
Wilbur Monroe 
Michael Granfield 
Michael Granfield 

456-6597 
456-6597 

456-2825 
456-6lr26 
456-6420 
456-2975 
456-2777 
456-6287 
456-2273 
456-2273 

456-2825 
456-6426 

. 456-6420 
456-2932 
456-6287 
456-2923 
456-6597 

Gerald Kamens 
Douglas Metz 
James Murphy 
Donald Businger 
Wilbur Monroe 
John Bennison 
Joseph F. Lackey 
John Bennison 
Michael Granfield 

456-2923 
456-2273 

W, Stephen Piper 456-6782 

Samuel Rosenblatt 456-2777 

Gus Weiss 
.. Gus Weiss 

'•56-6257 
456-6257 




