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MEMORANDUM FOR 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

May 18, 1973 

JIM FALK 
DANA MEAD 
DICK FAIRBANKS 
GEOFF SHEPARD 
JIM CAVANAUGH 
KEN KHACHIGIAN 
JACK BUTTRAM 
HANK PAULSON 
FRANK GANNON 
STANLEY SCOTT~ 
GARY SEEVERS 
JIM ANDREWS 
LEE NUNN 

Ehrlichman/ Cole Briefing Book 

Next week the Vice President is beginning a series of talk show interviews 
and other public appearances which will often be focused on domestic affairs. 
He has asked Ken Cole if the Ehrlichman/Cole domestic affairs briefing 
book could be updated to assist him in hi s preparation for these appearances. 
Would yo u please review and update the attached material at Tab B covering 
your area of substantive responsibility and provide any appropriate or 
timely additions. 

Ken would greatly appreciate that all materials submitted follow the 
standard format found at Tab A. 

Material at Tab A was prepared for the briefing book by the Cost of Living 
Council on very short notice and will serve as an excellent example of t he 
uniform format which must be followed t h roughout the briefing book. 
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Please note that each submitted section must include an introduction 
which lists rrKe y Scoring: Pointsrr (those points which are important 
for the speaker to make while discussing your area) followed by a list 
of 11S. 0. B. guestions 1

' numbered in the order in which they appear in 
your Q and A material. 

Using this standard format, would you please return your materials 
to me no later than close of business Tuesday, May 22. Please submit 
your material in final form with four copies. 

Attachments 

I 
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ECONO!HC S'I'l\BILIZl\TION PROGRAM 

1. Despite difficult problems facing the economy, Phase III 
is a sound, balanced program that can and will work. 
We're not going to panic. 

2. As regards the 5.5% wage guideline, there has been too 
much emphasis on a fixed number. The 5.5% figure continues 
to be a useful standard, but it was never intended to 
preclude flexibility in wage settlements. 

3. Labor and management have agreed to fully cooperate in the 
effort to combat inflation. 

4. The Administration has taken a series of actions to reduce 
upward pressures on food prices, and it is continuing 
to study ways to further address this problem. 

5. The reimposition of mandatory restraints on producers of 
fuel oil is evidence of the Cost of Living Council's ability 
to take decisive actiqn to address specific inflationary 
problems. Other problems are under active consideration, 
and appropriate measures will be taken as necessary. 

S.O.B. Questions 

1. This week's copy of "Business Week" magazine carried an 
editorial that came right out and said what a lot of 
people have been implying that Phase III is a failure. 
What is your response? 

2. Dr. John Dunlop, the Director of the Cost of Living Council, 
and George Meany have recently carried on a public debate 
concerning the Administration's position on the 5.5% wage 
standard. You even got into the act in Detroit, only to 
retract your comments later. Could you please clarify the 
status of the 5.5% wage guideline? 

3. It was announced on March 8 that the February Wholesale Price 
Index rose 1.6%. This is the first indicator of price 
behavior during Phase III that we've seen. Is it an 
indication of what we have to look forward to? 

4. What is the Administration ·doing about the continuing rapid 
increase in food prices? 
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It has been rumored that the Administration is considering 
imposing price controls on agricultural products at the 
farm level. Is this true? 

6. Why did the Cost of Living Council reimpose mandatory 
restraints on the large oil firms on March 6? What 
will be the effects of that action? 

7. What action is the Administration taking to stabilize 
prices in the lumber industry? 

March 9, 1973 
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PHASE III A FAILURE? 

Question: 

This week's copy of ·"Business Heek" magazine carried an 
editorial that came right out and said what a lot of people 
have been implying--that Phase III is a failure. What is 
your response? 

Response: 

It is much too soon to make judgments concerning the success 
or failure of Phase III. After all, we're only two months into 
the modified program. The economy is having to make adjustments, 
just as it did when we moved from the 90-day freeze into 
Phase II. We didn't panic during the early months of 1972, 
thoughJwhen we were faced with the so-called "bulge," and we're 
not going to panic now. · 

Phase III is a conceptually sound, balanced, realistic program. 
It was designed in view of the economic conditions that prevail 
in the country, today, but it also provides for the flexibility 
and the sanctions that will enable it to cope with rapidly 
changing circumstances. It can be made to work, and it will be 
made to work. 

Whenever a nation faces tough problems, there are those who 
seem to react solely to the immediate crises, while others are 
able to take a longer, more objective view. In the early 
months of 1942, there were those who predicted that we couldn't 
win World War II because our Pacific fleet had been mauled 
and we weren't mobilized for war. B~t while the few were 
wringing their hands, the majority rolled up their sleeves 
and went to work. 

We're faced with some tough economic problems right now, and 
I won't pretend differently. But I'm convinced that in Phase III 
we have the tools necessary to do the job, and we'll just have 
to settle into the harness for the long pull. 

And let's not forget that Phase III is just one weapon in the 
Administration's anti-inflation arsenal. The most important 
anti-inflation weapons still are fiscal and monetary policies. 
In this context, the Administration's efforts to limit the 
Federal budget become even more important. (t) 

;, 
........ ,,. · ·- . 
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4. Again, returning to the language of the Labor-Mantigement Committee's 
statement: 11 The parties to collective bargaining agreements should 
address themselves both to short-term and longer run structural 
problems which they confront in their industries , localities and 
particular economic environnents -- no single standard or wage 
settleme nt can he equally applicable at one time to all parties in 
an econor,y so large, decentralized, and dynamic. 11 
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WAGE GUIDELINES 

Question: 

Dr. John Dunlop, the of the Cost of Living Council, and George 
Meany have recently carried on a public debate concerning the Administra-
tion's position on the 5.5% wage standard. You even got into the act in 
Detroit, only to retract your corr.me nts later. Could you please clarify 
the status of the 5.5% wage guideline? 

Response: 

The wage standard under Phase II was flexible, and it remains flexible in 
Phase III. The following points should be made absolutely clear: 

1. The Labor-Management Adviso-r.:' Committee in its recently issued 
statement defined responsible wage behavior as follows: 

"Considering the economy as a whole, responsible wage behavior 
requires continuing stabilization in the average rate of wage 
and benefit increases (total compensation per manhour) in 1973 
compared to 1972 so as to be consistent with the goal set by the 
President of getting the rate of inflation dmm to 2.5 percent or 
less by the end of the year. 11 This means the averaqe rate of wage 
and benefit increases in 1973 is to be no higher than in 1972. 

2. In 1973, the wage stabilization program will be administered in a 
manner consistent with reaching the President's goal of reducing 
inflation to an annual rate of 2.5 percent by the end of the year. 

_Sufficient flexibility to provide fairness and equity in indi-
vidual situations is retained in the administration of the wage 
program. This means that, as under Phase I I, some settlements 

3. 

can go a little higher, while others will be lower. 

The 5.5 percent figure remains as the general pay standard in 
determining wage and salary increases under Phase III, as it was 
in Phase II. However, it is not the sole standard or absolute 
standard, nor was it in Phase II. There have always been other 
factors involved in determining what is an appropriate pay increase 
under wage st2bilization. The standards in the regulations provide 
for certain frinqe benefits and the correction of gross inequities, 
serious market disruptions, or localized shortages of labor. More 
specifically, there is a series of independent variables such as 
local 1·1age patterns, catch-up situations, the ind,,stry's competitive 
position, and changc•s in prouuct i vi ty and 1•1ork i ng conditions 1vhi ch have 
an effect on the size of a permissible increase. 1'510 

~· l..1 
Q -' 4. l) 
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WHOLESALE PRICE INDEX 

Question: 

It was announced on March 8 that the February Wholesale Price 
Index rose 1.6%. This is the first indicator of price behavior 
during Phase III that we've seen. Is it an indication of what 
we have to look forward to? 

Response: 

Let's examine the February WPI increase more closely. Farm 
and processed food prices accounted for over half of February's 
total increase. None of us likes to see food prices go up, 
but I can only emphasize that the long-term solution to this 
problem is to increase supply. The Administration has taken 
a series of actions to do just that, and we fully expect the 
benefits of these actions to be felt in the second half of 
this year. 

As for the industrials component of the Wholesale Price Index, 
half the increase ca.me in two areas - lumber and wood products, 
and fuels. As you know, the Cost of Living Council took 
strong action this week with respect to petroleum products. As for 
lumber and wood prices, they are reflecting the current 
boom in building. We expect that this boom will moderate 
over the months ahead, which will relieve the upward 
pressure on lumber prices. 

We have to recognize that we are experiencing the effects of 
a dynamic, booming economy. Raw materials are in heavy 
demand, not only in this country but throughout the world, 
and the laws of supply and demand make it inevitable that there 
is going to be increases in the prices of scarce commodities. 

The Stabilization Program is addressing itself to those areas 
in which severe price pressure is evident. But rather than 
use a meat cleaver approach, each situation is examined 
individually and the response is specifically tailored to 
the particular problem. 
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FOOD PRICtS 

Question: 

What is the Administration doing about the continuing rapid 
increase in food prices? 

Response: 

1. Controls: You can be certain that the problem of rising 
food prices is receiving the highest level of attention by 
this Administration. You will recall that in his recent meeting 
with the ougoing members of the Pay Board and Price Commission, 
the President re-emphasized our determination to hold down food 
prices. 

As you know, the food industry - together with the health 
services and construction industries - is still subject to 
mandatory wage and price controls. This means that food 
processors 1 distributors and merchandisers must comply with 
prenotification 1 reporting 1 record keeping, markup, 
profit margin and other requirements similar to those that 
obtained during Phase II. 

The purpose of this action is to try to ensure that increases 
in prices of raw agricultural products are not magnified by 
the processing and distribution system and that decreases in 
farm prices are promptly reflected at the retail level. 

Under Phase III, a Cost of Living Council Committee on Food 
will focus on actions which the Government can take to ease 
upward pressures on food prices. 

There is also a Food Industry Advisory Committee comprised of 
representatives of various segments of the food industry. This 
Advisory Committee, which is under the chairmanship of 
Mr. Donald Perkins, Chairman of the Board and Chief Executive 
Officer of the Jewel Companies, will also focus on short-term 
and long-term actions which the Government can take to bring 
down costs and prices, as well as ways in which the Stabilization 
Program itself can improve the food situation. 

Finally, on February 26, a tripartite Food Industry Wage and 
Salary Committee was established, comprised of labor, management 
and public members. This Committee will advise the Cost of 
Living Council and the Labor-Management Advisory Committee on 
wage stabilization policies applicable to the special . wage 
problems of the food industry. 
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Food Prices 
Page 2 

2. Suppll~ Of course, we all recognize that the key to 
long-term price stability in the food sector is to restore 
a balance between demand and supply. The Administration 
has addressed itself to the problem of augmenting the 
supply of food in a number of ways: 

0 The release of some 40 million acres of farmland 
formerly kept out of production under government 
"setaside" programs. (This represents a reduction 
of 2/3 compared to 1972.) 

0 

0 

0 

0 

0 

0 

0 

0 

Disposal of food stocks owned by the Commodity 
Credit Corporation. 

Restrictions on food imports have been removed. 

All export subsidies on food exports removed. 

"Setaside" acreage can now be used for grazing land. 

Marketing orders and other rules that emerge from 
the Agriculture Department will be coordinated with 
CLC. 

A change in the 1973 feed grain program which will 
produce more corn and soybeans (setting aside fewer 
acres of land). 

CCC will call loans on 1972 Farm Stored Grain crops 
by May 31. 

On March 9, the Cost of .Living Council recommended to 
the President that the quotas on imports of cheese 
be increased by 50 percent for a four-month period. 
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RAW AGRICULTURJ\L PRODUCTS 

Question: 

It has been rumored that the Administration is considering 
imposing price controls on agricultural products at the 
farm level. Is this true? 

Response: 

As you know, a Food Advisory Committee was recently established to 
study food problems and to recommend policy options to the Cost 
of Living Council. This Committee, which is chaired by 
Mr. Donald Perkins, Chairman of the Board and Chief Executive 
Officer of the Jewel Companies, Inc., is comprised of 
representatives of the major sectors of the food industry. 
The Committee has met several times, and, naturally, they 
have wanted to examine every conceivable option, recognizing 
that they would rule out some of the options. 

So, in one of its first sessions, the Advisory Committee did 
in fact examine the feasibility of imposing controls on raw 
agricultural products, just as it will examine dozens of 
other possibilities. The Committee's conclusion and its 
recommendation to the Cost of Living Council, was that the 
imposition of price controls on farm products would be 
inappropriate and, in fact, counter-productive at this time. 
Such controls would tend to discourage increased farm production, 
whereas the need at this time is for the increased farm pro-
duction that the Administration is taking steps to stimulate. 
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MANDATORY OIL CONTROLS 

Question: 

Why did the Cost of Living Council reimpose mandatory restraints 
on the large oil firms on March 6? What will be the effects 
of that action? 

Response: 

Mandatory controls were placed on the oil industry so that we 
could head off the rippling effects of price increases for 
petroleum products. The oil industry has a major impact on 
the economy. We want to prevent increasing pressures for 
higher oil product prices~- particularly heating oil and 
gasoline -- from triggering inflationary price increases in 

· other segments of the economy. 

A month ago, the Cost of Living Council held three days of 
hearings on oil pricing policies with special emphasis on the 
price increases on home heating oil. There are many aspects 
to this problem. Needless to say, the dollar devaluation and 
the Canadian governmentts move to slow down crude oil exports 
simply added ciomplexities to an already complex issue. 

The decision to place the oil industry under mandatory controls 
was made only after a thorough study of the problem. As 
Council Director Dr. John Dunlop said: "The decision was not 
punitive. It gives oil companies flexibility to maintain 
adequate domestic supplies of crude oil and petroleum products." 

A key point to be made is that the ·cost of Living Council 
took this action even though the price increases which have 
been announced by the major oil firms were not in violation 
of Phase III regulations. Those increases could be cost-
justified in accordance with the rules. But the Cost of 
Living Council determined that the increases in oil prices 
were not consistent with the country's overall anti-inflation 
goals, and it took measures that it is empowered to utilize. 
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RENT, 

Question: 

As part of Phase II±, controls were removed from rents. Since 
that time there have been numerous complaints about rent 
increases, including complaints from Capitol Hill. ¼7hat does 
the Administration plan to do about this problem? 

Response: 

First of all, I would like to say that landlords are well 
advised to remeITber that they are expected to exercise 
restraint and conduct themselves in a manner consistent 
with the Phase III goal. Phase II rules serve as guidance 
for appropriate increases. Under the Cost of Living Council 
Phase III regulations and Executive Order 11695, lessees have 
the right to enforce, through court action if necessary, 
leases executed according to Phase II rules. 
Lease renegotiation provisions which depend for their operation 
upon the modification or termination of the stabilization 
program are unlawful. Landlords cannot, under Phase III regula-
tions, recoup what they could not get in Phase II. Certainly 
the Cost of Living Council will be watching the rent situation 
closely. 

The Council has requested th~ Internal Revenue Service to 
continue to monitor rent behavior and to investigate unusually 
large rent increases. The data from these investigations is 
being compiled by the Cost of Living Council and will serve 
as a data base from which to evaluate policy options. Several 
members of Congress, particularly Senator Case of New Jersey, 
and members of the Washington-Virginia-Maryland delegations, 
have provided information on rent increases in their areas, 
and the Cost of Living Council has tried to be responsive by 
promptly directing IRS investigations of these complaints. 

A special rent task force has been assembled in the Cost of 
Living Council to analyze the data which the IRS provides and 
to keep Secretary Shultz, the Chairman of the Cost of Living 
Council, and Dr. John Dunlop, the Director of the Council, 
closely apprised of rent behavior and to develop policy options. 

On the other hand, it's important to recognize that rent controls 
have never been notably successful, and a lot of people don't 
realize that even under Phase II, 70% of the rental units in 
this country were not controlled for sound economic and techni-
cal reasons. 
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' In this regard, I wish to add that the Administration is strongly 
opposed to the proposed amendment to the Economic Stabiliza-

. tion Act tha t would impose rent controls on metropolitan areas 
according to vacancy rates in those areas. We recognize that 
in certain p a rts of the country U1ere are special rent probleffis. 
It may well be that in such areas, citizens and their representa-
tives in state and local governments will decide to take con-
certed action to curb excessive rent increases. But we do not 
believe that t he solution to this essentially local problem is 
to establish yet another far-reaching1 administratively burden-
some, and pote ntially expensive Federal program. 
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LUMBER PRICES 

Question: 

What action is .the Administration taking to stabilize 
prices in the lumber industry? 

Response: 

The Cost of Living Council is currently executing a 
continue d strong enforcement effort to identify and 
refund excess revenues from price increases of lumber 
and wood products which were in violation of Phase II 
regulations. Since the initiation of Phase III, price 
behavior is being closely monitored on individual firms 
within the luwber industry and on an overall industry-
wide basis. Price increases are reported weekly by 
IRS through a CLC monitoring system designed to flag 
increases which are unreasonably inconsistent with the 
Phase III standards so that appropriate remedial action 
can be taken. 

In addition, CLC is working closely with the Council 
of Economic Advisers, the Office of Management and Budget, 
and the Department of Agriculture to identify and develop 
feasible alternatives to increase the supply of lumber 
and wood products. These alternatives include various 
techniques to increase the yield from the National Forests, 
and several ways to increase the net imports of logs and 
lumber. 
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EXTENSION OF ECONOMIC STABILIZATION ACT 

Question: 

The Senate Banking, Housing and Urban Affairs Cowmittee 
conducted hearings this week on the extension of the Economic 
Stabilization Act, and the Committee voted to add several 
amendments to the Act. What are those amendments, and what is 
the Administration's position on them? 

Response: 

It is the hope of the Administration that the Congress will 
provide for a simple one-year extension of the Economic 
Stabilization Act without encurobering the Act with amendments 
which would restrict the President's flexibility in exercising 
his anti-inflation authority. 

However, during its hearings on the Act this past week, the 
Senate Banking,Housing and Urban Affairs Committee adopted several 
amendments: 

1. Amendment. States that the national unemployment goal of this 
country should be 4% by April 30, 1974, the date of expira-
tion of the Act i£ it is extended for one year. 

2. 

3. 

Administration's Position. The 4% figure is a lower figure 
than the Administration has indicated is realistically consis-
tent with a changing economy. It presents, in fact, the 
elevation of a nwnber to primary prominence in an area where 
there are complex and diverse factors to be ~onsidered in an 
effort to set the economy on a course of expansion while 
carefully avoiding an acceleration of inflation. 

Amendment. Prohibits the use of the Economic Stabilization 
Act as a vehicle for the withholding or reservation of 
funds authorized and appropriated by the Congress. 

Administration's Position. 
erroneous presupposition. 

This amendment is based 

Amendment. Defines as 11 substandard earnings" a wage or 
salary rate which yields less than $3.50 per hour. 

Administration's Position. The effect of this amendment 
would be to exempt rrom wage controls approximately 75% 
of the American work force, including the majority of workers 
in the highly inflationary food and health industries. i-ve 
can't have it both ways; we either have to provide for a 
means of holding down excessive pay increases, or we have 
to abandon the idea of an effective stabilization program. 
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4. Amendment. Requires the transmittal of quarterly reports to 
the Congress not later than 30 days after the close of 

s. 

6. 

each quarter, describing the rate of change in food 
prices, by category of food, the reasons for such changes, 
and the ~ctions taken or recommended to the Congress to 
stabilize the price of food. 

Administration's Position. Other than the administrative 
problems posed by the frequency of the reports in relation 
to a small staff, this requirement does not seem to present 
a serious problem. 

Amendment. Requires the President to establish priorities 
for the use and systematic allocation of petroleum products. 

Administration's Position. This is, in more direct language, 
an amendment aimed toward rationing, and it is the 
Administration's belief that the oil shortage problem 
can be met in a variety of ways other than through the 
imposition of rationing .. Rationing, by its nature, is an 
unpleasant concept, and presents the spectre of ration 
books, shortages, and black markets. There are other ways 
to handle such problems, and the Cost of Living Council 
has held public hearings and placed the oil industry under 
mandatory price controls in a move toward establishing 
control of the situation. 

Amendment. Requires public disclosure of data to support 
price increases of 1.5% over January 10, 1973 levels. 

Administration's Position. Such a public disclosure require-
ment raises serious questions concerning the confidentiality 
of the information which firms submit to the Cost of Living 
Council. The Council must have access to confidential 
business data if it is to make accurate and equitable 
decisions on the legitimacy of price actions taken by 
companies. 
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"CLUB IN TIIE CLOSET" 

Question: 

Secretary Shultz has referred to the "club in the closet" 
that the Administration can pull out to give Phase III 
some muscle. Senator Proxmire has suggested that the 
Administration has only a "pea-shooter under a pillow." 
Vllio is right? 

Response: 

You know, back in the Old West, if vou were a "fast gun" 
you didn't have to carry your six shooter around in your 
hand. That club may be ina closet, but we can pull it out 
at a moment's notice. Secretary Shultz has warned that some 
reckless firm or bargaining unit is going to find itself 
getting "clobbered," and the Cost of Living Council is 
serious about that. 

As you know, the Administration has standby wage and price 
sanctions that it can employ as necessary. In addition to 
those powers, however, I would encourage you to think in 
broader terms when you start speculating about the success 
of Phase III. There is a wide spectrum of possible actions 
that the governY.lent can take to curb inflation. The Phase 
III guidelines and controls are only part of our arsenal, 
and they will be complemented by responsible fiscal and 
monetary policies and other actions appropriate to the anti-
inflationary goals of this Administration. I 
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ENFORCEMENT Sl\NCTIONS 

Question: 

What are the sanctions that the Cost of Living Council can 
employ against firms or bargaining units that violate the 
guidelines of the Economic Stabilization Program? 

Response: 

1. Mandatory sector: As regards those industries that remain 
under mand a tory controls -- food~ health and construction --
the Cost of Living Council can take the same types of actions 
that it could during Phase II. These actions include administra-
tive sanctions, such as ordering firms that raise prices in 
violation of the Program to roll back prices and to issue refunds 
to identifiable customers. 

Also in the mandatory sector, the Cost of Living Council can 
ask the Justice Department to bring suit against violators of 
the Program. This type of litigation can result in injunctions 
and both civil and criminal penalties. 

2. Voluntary sect~£._: In those sectors of the economy to 
which the voluntary, self-administered guidelines apply, the 
Cost of Living Council reserves the authority to establish 
mandatory standards where that is necessary to assure that 
future action in a particular industry is consistent with the 
national goal. 

In addition, upon learning through its monitoring of prices 
and labor negotiations that action has been or is about to be 
taken by a firm that is not consistent with the standards or 
the goals of the Program, the Cost of Living Council can use 
its authority to issue a temporary order to the firm setting 
interim price and wage levels and can also: 

Hold public hearings. 

Issue a special rule or order setting out a specific 
legally binding level for prices and wages that would 
restrain the firm from that point on. Such a rule or 
order could include the requirement to roll back al-
ready effected price or wage increases. 
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THE WHITE HOUSE 

WASHINGTON 

August 14, 197 3 

MEMORANDUM FOR JIM FALK 
DANA MEAD 
DICK FAIRBANKS 
GEOFF SHEPARD 
JIM CAVANAUGH 
KEN KHACHIGIAN 
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HANK PAULSON 
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STANLEY SCOTT 
GARY SEEVERS }o) JIM ANDREWS 'CP KEN CLAWSON 711 
PA TRICK 0' DONNELL 
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SUBJECT: Cole Briefing Book >_,_.,,__ ,~ 

The Vice President has recently asked Ken if the entire Domestic 
Council briefing book could be updated for his use, since he plans 
to make a number of public appearances in the near future where 
he will discuss domestic affairs. 

Would you please review and update the attached material at Tab A 
which you have sent us in the past covering your area of substantive 
responsibility. Please provide any appropriate or timely additions. 

The Vice President and Ken would greatly appreciate if all materials 
submitted could follow our standard format at Tab -B. 

Please note that each submitted section should include an introduction 
which lists "Key Scoring Points" (those points which are important 
for the speaker to make while discussing your area) followed by a list 
of "S. 0. B. questions" numbered in the order in which they appear in 
your Q and A material. 
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Using this standard format, would you please return your materials 
to me no later than close of business Tuesday, August 21st. Please 
submit your material in final form in four copies. 

Thanks very much for your help. 

Attachment 
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Blacks 

Scoring Points 

1. The President has taken extraordinary steps to 
prc~ote black capitalism. 

Total Federal funding for minority businesses 
have increased from $200 million in 1969 to 
$1.2 billion in 1974. 

Small Business Administration loans and guarantees 
to minority enterprise have increased from $41.3 
million in 1968 to $649 million in 1974. 

The Office of Minority BusinesstEnterprise will 
receive $91 million in funding in 1974 - up from 
$37 million in 1973. 

Federal purchases from minority firms have in-
creased 30 times from $13 million in 1969 to 
$394 miilion in 1972. 

Under the 8(a) program of SBA, sole sourc e contract 
awards to minority firms have risen from $9 million 
in 1969 to an estimated $200 million in 1974. 

2. Total Civil Rights outlays are up to $3.2 billion in 
1974 from $900 million in 1969. 

3. About 1.5 disadvantaged college students will receive 
$948 million in basic education opportunity grants in 
1974 (many will be black). 

4. Enforcement budget against discrimination in housing is 
up 14 percent in 1974 to $15.8 million. 

5. Anti-poverty programs such as Head Start, Legal Services, 
Migrant Programs, Neighborhood Health Centers, Community 
Development Activities will stay at level of 1973 
funding or will increase. 

S.O.B. Questions 

1. What is your response to charges that dismantling of 
OEO represents an end to the War on Poverty? 

2. Why is it the President has not met with black leaders? 
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3. Civil Rights' leaders are predicting disorder in 
cities this summer in protest over budget cuts and 
because of what they consider the lack of responsiveness 
by the Administration to the problems facing minorities. 

4. Why is it that the Administration is viewed in many 
quarters as being anti-black and anti-poor? 

5. Will not the 18 month moratorium on HUD subsidized 
housing programs especially penalize minorities ih our 
cities seeking better housing opportunities? 

6. What's going to happen to the thousands of people out 
of work because of the reduction in anti-poverty 
programs? 

7. What alternatives will the Administration provide for 
the poor and minorities affected by the proposed budget 
cuts? 

March 9, 1973 
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Total Civil Rights outlays are up to $3. 2 billion in 1974 fro1n $900 
million in 1969. 

2. Civil rights enforcement outlays up from $75 million in 1969 to $521 
million in 197 4. 

3. EEOC' s budget has increased over 400 percent under this Adminis-
tration to $43 million in 1974. 

4. Federal funding for minority businesses is up from $200 million 
in 1969 to $1. 2 billion in 1974. 

5. About 1. 5 disadvantaged college students will receive $948 million 
in basic education opportunity grants in 1974 (many will be black). 

6. Enforcement budget against discrimination in housing is up 14 per-
cent in 1974 to $15. 8 million. 

7. Direct benefits to low income persons increased 88% from $16.1 bil-
lion in 1969 to $30. 3 billion in 1974. 

8. Federal food aid has increased 350 percent since 1969 to $4.1 billion 
in 1974. 

9. Anti-poverty programs such as Head Start, Legal Services, Migrant 
Programs, Neighborhood Health Centers, Community Development 
Activities will stay at level of 1973 funding or will increase. 

10. Work Incentive Program will place 165,000 welfare recipients in 
jobs and refer 132, 000 for training. 

11. Employment-related child care has gone from $143·million in 1970 
to $582 million in 1974. 
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MEMORANDUM 

THE WHITE HOUSE 
WASHINGTON 

March 9, 1973 

MEMORANDUM FOR HANK PAULSON 

FROM: STAN SCOTT 

SUBJECT: Issues and Answers Briefing Notebook 

1. 

(Q & As for S. 0, B. questions 
which might be raised) 

(Q) What is your response to charges that dis1nantling of OEO 
represents an end to the War on Poverty. 

(A) This Administration is committed to equal opportunity and 
social justice, The partial dis1nantling of OEO is an effort 
to make the Anti-Poverty War more effective, We are 
looking for new and better ways of conc entrating programs 
and money more effectively on the poor and needy rather 
than deserting the1n. The truth is that many of the programs 
born out of tension, fear and violence of the 60' s - - no matter 
how well intentioned - - have failed, We are changing 
directions because we owe it to the poor and disadvantaged to 
do better by them. 

2. {Q) Why is it the President has not met with black leaders? 

{A) The President has tried to share equally his time with all 
leaders, The President met with an organization of ·black 
publishers (National Newspaper Publishers As sociation)at 

I 

the outset of his first term in office, He has met with 
individual black leaders such as William 0, Walker (Cleveland 
Call and Post newspaper-Ohio), Vernon Jordan of the 
National Urban League, Floyd McKissick, former national 
director of CORE; Rev, Leon Sullivan of OIC (Opportunities 
Industrialization Centers), the black Congressional 
delegation, black college Presidents, and other black leaders. 
The President, of course, will be meeting with other black 
leaders in the future, 
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4. (Q) Civil Rights' leaders are predicting disorder in cities 

s. 

this surnmer in protest over budget cuts and because of 
what they consider the lack of responsiveness by the 
Administration to the problems facing minorities, 

(A) First, let me say that I can't believe any responsible 
leader will go around making inflamnatory predictions. We 
will deal with the most effective approach of getting to the 
problems, namely, eliminating unnecessary restrictions and 
redtap so that the people affected will be the beneficiaries. 
Black leaders are beginning to see that we are essentially 
evaluating programs and terminating the unproductive ones. 

The Civil Rights Commission recently charged that the 
President had failed to provide the necessary moral 
leadership in the area of civil rights. What is your response 
to that charge. 

(A) The President is definitely providing moral leadership. 
The morale of a people, in my judgment, is greatly influenced 
by their ability to participate as equals in the fruits of our 
society. For exarn.ple, We have attained a level of minority 
employment in government at every level unprecedented, 
we have appointed more blacks to high levels of government 
both in the civil and military, overseas there are more 
minorities serving as heads of ·missions (Ambassadors and 
AID directors} than ever before, we have stepped up the 
number of appointment of black federal judges, we have 
encouraged with federal help, minorities to own and operate 
their own bu sines se s. Briefly, we are trying and succeeding 
in assuring that minorities have an equal chance in every way. 
We believe that this is the true road of a moral leader. 
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6. (Q) Why is it that the Administration is viewed in many quarters 
as being anti-black and anti-poor? 

7. 

(A) The fact that we were able to double our share of the black 
vote over that which we got in 1968 indicates that we have 
made some progress in overcoming this erroneous notion. 
This Administration is not anti-black or anti-poor and we 
have results, not rhetoric, to prove it. 

To begin, we have raised the overall civil rights budget from 
the $900 million being spent when we carne into office to $3. 2 
billion for the next fiscal year. In the all important area of 
enforcement of the civil rights laws, we will be spending in 
1974 more ($521 million) than seven times that which was 
budgeted in 1969. 

We have avotdcd programs which would merely be airned at 
11pacifying 11 people and encouraged those programs which 
f9ster self-reliance. An example of this approach is the 
President's minority business program which has given 
birth to thousands of new black businesses and tens of thousands 
of jobs. We have also raised the spending in this area over the 
past four years from $200 million to $1. 2 billion. 

(Q) Will not the 18 month moratorium on HUD subsidized housing 
programs especially penal_ize minorities in our cities seeking · 
better housing opportunities? 

(A) First, it should be noted that we will spend a billion dollars more 
this year in the area of housing and community developm~nt than 
last year. Also, by just honoring the commitments we have 
already made we will be subsidizing about 250, 500 low and . . 
moderate income housing units in 1974 - - about the same as in 
1973. In July, 1974, urban development revenue sharing 
($2. 3 billion) will enable communities to meet their own 
development needs in their own way. 

Federally subsidized housing has generally not provided better 
housing to the people of the inner city areas. The real 
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benefactors have often been the middleman or inter-
mediaries who are not poor. The Federal government 
to date has committed itself to long-term housing assistance 
at an estimated cost between $5 7 and $82 billion. The 
results of this massive commitm.ent have simply not justified 
the cost. 

We intend to evaluate and develop alternative means of 
enabling low and moderate income families to afford adequate 
housing. 

What's going to happen to the thousands of people out of work 
because of the reduction in anti-poverty programs. 

(A) The number of people who would become unemployed would 
be very small. This is an item that has been grossly 
exaggerated by some reports. In many instances the people 
the programs were designed to help never received any of 
the actual benefits, be this jobs, financial assistance or the 
upgrading of skills. Sorne of the "professional poverty 
fighters" who were employed as staff members will probably 
have to reenter the labor market. The anticipated growth 
rate of our economy should provide jobs for all of those 
individuals able to work. 

9. (Q) What alternatives will the Administration provide for the 
poor and m.inorities affected by the proposed budget ·cuts? 

(A} This Administration is determined to provide real help for 
the needy and cut out the middle men or the "professional 
poverty workers", and at the same time give the local 
government a voice and a role in social programs. The poor 
need programs that really work and not programs that reek 
with paternalism, social exploitation and waste. We think 
that the proposals the President will make and has made to 
Congress to provide special revenue sharing funds with state 
and local control will deal effectively and efficiently with the 
social problems of today. 
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10. (Q} Blacks have traditionally felt that the Federal Government is 
more sensitive to their problems - - - now that power is being 
returned to the state and local level - - - what is the 
Administration's rationale in view of this concern? 

(A) At this time there are now I, 144 black elected officials in 
the South alone. This Administration has enforced the voting 
rights laws and blacks, like all other minorities in this country, 
have a voice in their government at all levels. Blacks are 
now participating 1nore in their state and local governments and 
because of this they have a real say in what will happen. Also, 
it is our intention to firmly and fairly enforce Title VI of the 
1964 Civil Rights Act which demands all Federal funds to be 
disbursed in a non-discriminatory way. We shall see to it 
that revenue sharing funds are used for the benefit of all 
citizens regardless of race. 

I 



HIGHLIGHTS OF NIXON ADMINISTRATION 
INITIATIVES IN MINORITY BUSINESS ENTERPRISE 

1. Total Fed e ral funding for minority businesses have increased 

from $200 million in 1969 to $1. 2 billion in 1974. 

2. Small Business Administration loans and guarantees to minority 

3. 

enterprise have increased from $41. 3 million in 1968 to $649 mil-

lion in 1974. 

4. Fed e ral purcha s es from n1inority firms have increased 30 times 

from $13 million in 1969 to $394 million in 1972. 

5. Under the S(a) program of SBA, sole source contract awards 

to minority firms have risen from $9 million in 1969 to an 

estimated $200 millin in 1974. 

6. Since 1970, 53 Minority Enterprise Small Business Investment 

Companies (MESBICs) have been established; with Federal 

matching funds they can produce a total of nearly $40 million 

in capital for the minority business effort. 

7. A combined private sector/Government program led to an 1n-

crease of 84% ($397 million) in the deposits held by the 43 
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minority-owned banks between September 1970 and September 

1972. 

FNMA has helped establish seven minority mortgage banks and 

places $2 million a month in FNMA business with them, 

To encourage the participation of the private sector in this effort, 

OMBE will have established 50 Business Resource Centers (BRCs) 

by the end of fiscal 1973, BRC' swill offer a pool of private sector 

experts to aid minority firms make contact with the wider business 

cornrriunity. 
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FACT SHEET ON CIVIL RIGHTS AND SOCIAL 

PROGRAMS RELATING TO BLACKS 

A. Civil Rights 

1. Total outlays for civil rights activities have risen from $1. l 

billion in 197 0 to $3. 2 billion in 197 4. 

·z. Outlays for civil rights enforcement has risen from $75 million 

in 1969 to $521 million in 1974. I 

3. In 1974, outlays for equal opportunity in the military will rise 

48% to $52 million. 



B. Equal Employment Opportunity 

1. As of May 31, 1972, 19. 6 percent of federal employees were 

from minority groups. 

2. Between May 1971 and May 1972, the number of minorities in 

the GS-16 - 18 group increased 28 percent. 

3. The budget of the Equal Employment Opportunity Corrunission 

has increased from $11 million in 1970 to $43 million in 197 4 

,.....-1:o)o (nearly 400 percent). q,.· <'a) 
. 0 

..., )>, l jJ 
4. The Equal Employrnent Opportunity Act of 1972 granted the ,$)~ ./ 

1-_____ , 

EEOC power 

a. to bring suit in U. S. district court to enforce nondiscrim-

ination; 
I 

b. to file civil action against patterns of employment discrim-

ination; 

c. to cover cases involving employees of State and local govern-

ments. 

5. Executive Order 11246 prohibits the practice of discrimination in 

federal contracts, subcontracts, and on federally assisted con-

struction projects. In 197 4 , $34. 2 million will be spent implementing 



this order, 64% more than 1972. About 755,000 new hires 

and promotions will have been promised or achieved by 

such action plans. 
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C, Minority Entr rprise 

1. Federal funds for minority busine s ses have increased from 

$200 million in 1969 to $1. 2 billion in 1974. 

2, Small Busine ss Administration loans and guarantees to minority 

enterprise has increasedfrom $41. 3 million in 1968 to $649 mil-

lion in 197 4. 

3. The Office of Minority Business Enterprise will receive $91 

million in dir e ct funding in 1974 - up from $37 million in 1973. 

4. Federal purcha se s from minority firm s increased 30 times~~-1:o)'O <./ 
. 0 

from $13 million in 1969 to $39 4 million in 1972. 'i.. cc :]] 
-))~ ; 

( '· ~· 5. Under the 8 a) progra1n of SBA, sole source contract awards - --

to minority firms have risen from $9 million in 1969 to an 

estimated $200 million in 197 4. 

-· 6. Since 1970, 53 mjnority enterprise small business investment 

companies (MESBICs) have been established; with Federal 

matchii1g funds they can produce a total of nearly $40 million 

in capital for the minority business effort. 

7. A combincc.1 private sector Govcrnrnent program led to an in-

crease of 84% ($397 million) in the deposits of the 43 minority 
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owned banks between Scpte1nber 1970 and September 1972. 
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D. Educational Opportunities 

1. On a national scale, the number of black students in all black 

schools has decr eased from 40 percent in 1968 to 11 percent in 

1972, and in the South from 68 percent in 1968 to 8 percent in 

1972. 

2. Under the emergency school assistance program, outlays will 

grow from $72 million in 1973 to $204 million in 1974 to assist 

in eliminating the effects of minority group isolation in school 

systems. 

3. About 1. 5 million needy college students will receive $948 mil-

lion in basic education opportunity grants. By the 1974 - 75 

school year, every eligible disadvantaged student will receive 

a grant up to $1400. 

4. Office of Child Development activities - primarily in the Head 

Start program - have increased from $189 million in 1972 to 

$379 million in 1974. 

5. Federal aid to black colleges doubled between 1969 to $200 

million in 1973. 
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E. Housing 

1. Expenditures for the enforcement of laws against discriin-

ination in housing will increase 14% in 1974 to $15. 8 million. 

2. Despite the moratorium on housing subsidies, existing com-

mitments will sustain HUD subsidized housing production at 

approximately a 250,000 unit rate through 1974 - the same 

as in 1973. 

3. Budget outlays for housing and community development will 

actually increase by $1. 0 billion over 197 3 to $4. 9 billion in 

1974. 

4. To assist low and moderate income families, the Federal 
I 

government will contimie to insure low down payment 

mortgages. 

'-------' 
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F. Drug Problem 

1. Outlays for drug abuse prevention increased from $150 

million in 1971 to $719 million in 1974. 

•· . 

2. Funds will be available to expand federally funded treatment 

facilities to handle 250,000 addicts by mid - 1974; if necessary. 

3. A newly developed VA treatment system offered care to 

20,000 veterans in 1972. 
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G. Anti Poverty and Other Social Programs 

1. Federal outlays for direct benefits to low income persons in-

creased 88% from $16. 1 billion in 1969 to $30. 3 billion in 1974. 

2. Federal food aid increased nearly three and one half times 

from $1. 2 billion in 1969 to $4. 1 billion in 1974. 

3. Despite rumors to the contrary, only one of the OEO programs -

the Community Action ProgJ"am - will be phased out from the 

Federal support. In fact many of the substantive OEO programs 

will be continued at the same level as 1973 or in many cases 

increased. This includes Head Start, Migrant Programs, 

Neighborhood Health Centers, and Legal Services. 

4. Com1nunity Development Activities will be moved from 

Commerce and funded for . $39 million in 197 4 - up from $9 

million in 197 3. 

5. Under the Work Incentive (WIN) program, about 165,000 welfare 

recipients will be placed i1;1. jobs and 132,000 will be referred 

for training in FY 197 4. 

6. Federal support for e1nployment related child care has increased 

from $143 million in 1970 to $582 million in 1974. 
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1. Despite difficult problems facing the economy, Phase III 
is a sound, balanced program that can and will work. 
We're not going to panic. 

2. As regards the 5.5% wage guideline, there has been too 
much emphasis on a fixed number. The 5.5% figure continues 
to be a useful standard, but it was never intended to 
preclude flexibility in wage settlements. 

3. Labor and management have agreed to fully cooperate in the 
effort to co~bat inflation. 

4. The Administration has taken a series of actions to reduce 
upward pressures on food prices, and it is continuing 
to study ways to further address this problem. 

5. The reimposition of mandatory restraints on producers of 
fuel oil is evidence of the Cost of Living Council's ability 
to take decisive action to address specific inflationary 
problems. Other problems are under active consideration, 
and appropriate measures will be taken as necessary. 

S.O.B. Questions 

1. This week's copy of "Business Week" magazine carried an 
editorial that came right out and said what a lot of 
people have been implying that Phase III is a failure. 
What is your response? 

2. Dr. John Dunlop, the Director of the Cost of Living Council, 
and George Meany have recently carried on a public debate 
concerning the Administration's position on the 5.5 % wage 
standard. You even got into the act in Detroit, only to 
retract your comments later. Could you please clarify the 
status of the 5.5% wage guideline? 

3. It was announced on March 8 that the February Wholes a le Price 
Index rose 1.6%. This is the first indicator of price 
behavior during Phase III tha~ we've seen. Is it an 
indication of what we have to look forward to? -

4. What is the Administration doing about the continuing rapid 
increase in food prices? 
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5. 
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It has been rumored that the Administration is considering 
imposing price controls on agricultural products at the 
farm level. Is this true? 

6. Why did the Cost of Living Council reimpose mandatory 
restraints on the large oil firms on March 6? What 
will be the effects of that action? 

7. What action is the Administration taking to stabilize 
prices in the lumber industry? 

March 9, 1973 
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H/\GE GU ID ELI llES 

Question: 

Dr. John Dunlop, the o·irector of the Cost of Living Council, and George 
Mcuny huvr. recently carried on a public debute concerning the /\d:ninistru-
tion's position on the 5.5% wage standard. You even got into the act in 
Detroit, only to retract your corr.::1e nts later. Could you please clarify 
the status of the 5.5% wuge guideline? 

Response: 

The wa~e standard under Phase II was flexible, and it remains flexible in 
Phase III. The follrn-ting points should be made absolutely clear: 

1. The Labor-Management Adviso1.' Committee in its recently issued 
statement defined responsible wage behavior as follows: 

"Considering the econo:ny as a v1hole, responsible behavior 
requires continuing stabilization in the average rate of wage 
and benefit increases (total · compensation per manhour) in 1973 
compared to 1972 so as to be consistent with the goal set by the 
President of getting the rate of inflation down to 2.5 percent or 
less by the end of the year." This means the averaqe rate of \vage 
and benefit increases in 1973 is to be no higher than in 1972. 

2. In 1973, the wage stabilization program will be administerRd in a 
manner consistent 1·1ith reaching the President's goal of reducing 

3. 

inflation to an annual rate of 2.5 percent by the end of the year. 1 
Sufficient flexibility to provide fairner:s and equity in indi-
vidual situations is retained in the adrninistratio~ of the wage 
program. This means that, as under Phase I I, some settlements 
can go a little higher, while others will be lower. 

The 5.5 percent figure remains as the general pay standard in 
determining v.•aqe and salary increases under Phase III, as it v,as 
in Phase II. HO\"/ever, it is not the sole standard or absolute 
standard, nor was it in Phase II. There have always been other 
factors involved in detennining \'1hat is an appropriate pay increase 
under wage st2bilization. The standards in the regulations provide 
for certain frinqe benefits and the correction of gross inequities, 
serious market disruptions, or localized shortages of labor. More 
specifically, there is a series of independent variables such as 
local \•tagc) patterns, catch-up situations, the inckstry's competitive 
position, and changc~s in productivity and l·JOrking condi.ti ~ _•,hich have 
an effect on the size of a permissible increase. ;· f Ao</ 
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4. Again, returning to the language of the Labor-Manu.gement Com;nittce's 
stu.tcmont: "The parties to collective bargaining agreements should 
address thon,sc 1 ves both to short-term and longer run s tructura 1 
problems 1·1hid1 they confront in their industries, localities and 
particular economic environne nts -- no single standard or wage 
settlement c0n be equally c>.pplicable at one time to all parties in 
an cconoriy so large, decentralized, and dynamic. 11 
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C. 

WHOLESALE PRICE INDEX 

Question: 

It was announced ori March 8 that the February Wholesale Price 
Index rose 1.6%. This is the first indicator of price behavior 
during Phase III that we've seen. Is it an indication of what 
we have to look forward to? 

Response: 

Let's examine the February WPI increase more closely. Farm 
and processed food prices accounted for over half of February's 
total increase. None of us likes to see food prices go up, 
but I can only emphasize that the long-term solution to this 
problem is to increase supply. The Administration has taken 
a series of actions to do just that, and we fully expect the 
benefits of these actions to be felt in the second half of 
this year. 

As for the industrials component of the vlholesale Price Index, 
half the increase came in two areas - lumber and wood products, 
and fuels. As you know, the Cost of Living Council took 
strong action this week with respe~t to petroleum products. As fo~ 
lumber and wood prices, they are reflecting the current 
boom in building. We expect that this boom will moderate 
over the months ahe2d, i;-1hich will relieve the upward 
pressure on lumber prices. 

We have to recognize that we are experiencing the effects of 
a dynamic, booming economy. Rm•1 materials are in heavy 
demand, not only in this country but throughout the world, 
and the la·ws of supply and demand make it inevitable that there 
is going to be increases in the prices of scarce commodities. 

The Stabilization Program is addressing itself to those areas 
in which severe price pressure is evident. But rather than 
use a meat cleaver approach, each situation is examined 
individually and the response is specificaliy tailored to 
the particular problem. 
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FOOD PRICl::S 

Question: 

What is the: Administration doing about the continuing rapid 
increase in food prices? 

Response: 

1. Controls: You can be certain that the problem of rising 
food prices is receiving the highest level of attention by 
this Administration. You will recall that in his recent meeting 
with the ougoing members of the Pay Board and Price Commission, 
the President re-emphasized our determination to hold down food 
prices. 

As you know, the food industry - together with the health 
services and construction industries - is still subject to 
mandatory wage and price controls. · This means that food 
processors, distributors and merchandisers must comply with 
prenotification , reporting , record keeping, markup, 
profit margin and other requirements similar to those that 
obtained during Phase II. 

The purpose of this action is to try to ensure that increases 
in prices of raw agricultural products are not .magnified by 
the processing and distribution system and that decreases in 
farm prices are _promptly reflected at the retail level. 

Under Phase III, a Cost of Living Council Committee on Food 
will focus on actions which the Government can take to ease 
upward pressures on food prices. 

There is also a Food Industry Advisory Committee comprised of 
representatives of various segments of the food industry. This 
Advisory Committee, which is under the chairmanship of 
Mr. Donald Perkins, Chairman of the Board and Chief Executive 
Officer of the Jewel Companies, will also focus on short-term 
and long-term actions which the Government can take to bring 
down costs and prices, as well as ways in which the Stabilization 
Program itself can improve the food situation. 

Finally, on February 26, a tripartite Food Industry.Wage and 
Salary Committee was established, comprised of labor, management 
and public members. This Cornrni ttee will advise the Cost of 
Living Council and the Labor-Management Advisory Committee on 
wage stabilization policies applicable to the special . wage 
problems of the food industry. 1:o~o q.· ·v <A 
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Food Prices 
Page 2 

2. Supply: Of course, we all recognize that the key to 
long-ter1npricc stability in the food sector is to restore 
a balance beb1een demand and supply. The l\drninistra tion 
has c:tddressed itself to the problem of augmenting the 
supply of food in a number of ways: 

0 

0 

0 

0 

0 

0 

0 

0 

0 

The release of some 40 million acres of farmland 
formerly kept out of production under government 
"setaside" programs. (This represents a reduction 
of 2/3 compared to 197~.) 

Disposal of food stocks owned by the Commodity 
Credit Corporation. 

Restrictions on food imports have been removed. 

All export subsidies on food exports removed. 

"Setaside" acreage can now be used for grazing land. 

Marketing orders and other rules that emerge from 
the Agriculture Department will be coordinated with 
CLC. 

A change in th e 1973 feed grain progrmn \vhic:h 'dill 
produce more corn and soybeans (setting aside fewer 
acres of land). 

CCC will call loans on 1972 Farm Stored Grain crops 
by May 31. 

On March 9, the Cost of.Living Council recommended to 
the President that the quotas on imports of cheese 
be increased by 50 percent for a four-month period. 
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RAW AGRICULTUR.7'.L PRODUCTS 

Question: 

It has been rumor e d that the Administration is considering 
imposing price controls on agricultural products at the 
farm level. Is this true? 

Response: 

As you know, a Food Advisory Committee was recently esta blishe d t o 
study food problems and to recom.~end policy options to the Cost 
of Living Council. This Committee, which is chaired by 
Mr. Donald Perkins, Chairman of the Board and Chief Executive 
Officer of the Jewel Compa nies, Inc., is comprised of 
repr e senta tives of the major sectors of the food industry. 
The CoTI'.mitte e has met seve ral times, and, naturally, they 
have wanted to examine every conceivable option, recognizing 
that they would rule out some o_f the options. 

. , 

so·, i~c-,o~e 6£ it~ "it;;t se~~io;s; the "Advisory Comrni ttee · did · 
in f a ct e x 2.rn i ne the fe as ibility of i mpo s ing controls on r aw 
agricultura l products, j~s t a s it will ex amine dozens of 
other pos sibilities. The Committee's conclusion and its 
recorr.mendation to the Cost of Living Council, was that the 
i .mpos iti on o f pri ce c ontro l s on far r.1 produc t s would be 
inappropr i ate and , in f a ct, c ou n t e r-pr oductive at this t ime . 
Sucl1 c ontrols wou l d tend to di scourage inc r eased farm p r oductic~, 
wh e r eas t he need at thi s time is for the incr e as e d farm pro -
duction t hat the Adminis tra t i on is taking s teps to stinm l a t e . 
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MANDATORY OIL CONTROLS 

Question: 

Why did the Cost of Living Council reimpose mandatory restraints 
on the large oil firms on March 6? What will be the effects 
of that action? 

Response: 

Mandatory controls were placed on the oil industry so that we 
could head off the rippling effects of price increases for 
petroleum prcducts. The oil industry has a major impact on 

· the economy. We want to prevent increasing pressures for 
higher oil product prices:- particularly heating oil and 
gasoline -- from triggering inflationary price increases in 
other segments of the economy. 

. -:. .. .. ./ ...... • ·., .. . ... : •.· 

A month ago, the ·cost of Living Council held three days of •· 
hearings on oil pricing policies with special emphasis on the 
price increases on home heating oil. There are many aspects 
to this problem. Needless to say, the dollar devaluation and 
the Canadian government's move to slow dovm crude oil exports 
simply added ~omplexi ties to an already complex issue. 

The decision to place the oil indu s try under mandatory controls 
was ~~de onJy after a thorough study of the problem. As 
Council Director Dr. John Dunlop said: "The decision was not 
punitive. It gives oil companies flexibility to maintain 
adequate domestic supplies of crude oil and petroleum products. 11 

A key point to be made is that the ·cost of Living Council 
took this action even though the price increases which have 
been announced by the major oil firms were not in violation 
of Phase III regulations. ~1ose increases could be cost-
justified in accordance with the rules. But the Cost of 
Living Council determined that the increases in oil prices 
were not 6onsistent with the country's overall anti-inflation 
goals, and it took measures that it is empowered to utilize. 

I 



RENT.: 

Question: 

As part of Phase III, controls were removed from rents. Since 
that time there have been numerous complaints about rent 
increases, including complaints from Capitol Hill. What does 
the Administration plan to do about this problem? 

Response: 

First of all, I would like to say that landlords are well 
advised to remember that they are expected to exercise 
restraint and conduct themselves in a manner consistent 
with the Phase III goal. Phase II rules serve as guidance 
for appropriate increases. under the Cost of Living Council 
Phase III regulations and Executive Order 11695, lessees have 
the right to enforce, through court action if necessary, 
leases executed according to Phase II rules. 
Lease renegotiation provisions which depend for their ·operation 
upon the modification or termination of the stabilization 
program are unlawful. Landlords cannot, under Phase III regula-
tions, recoup what they could not get in Phase II. Certainly 
the Cost of Living Council will be watching the rent situation 
closely. 

The Council has requested the Internal Revenue Service to 
continue to monitor rent behavior and to investigate unusually 
large rent increases . The data from these inves tigations is 
being compiled by· the Cost of Living Council and will serve 
as a data base from which to evaluate policy options. Several 
members of Congress, particularli Senator Case of New Jersey, 
and members of the \·lashington-Virginia-Maryland delegations, 
have provided information on rent increases in their areas, 
and the Cost of Living Council has tried to be responsive by 
promptly directing IRS investigations of these complaints. 

A special rent task force has been assembled in the Cost of 
Living Council to analyze the data which the IRS provides and 
to keep Secretary Shultz, the Chairman o:l;: the· Cost of Livir.g 
Council, and Dr. John Dunlop, the Director of the Council, 
closely apprised of rent behavior and to develop policy options. 

On the other hand, it's important to recognize that rent controls 
have never been notably successful, and a lot of people don't 
realize that even under Phase II, 70% of the rental units in 
this country were not controlled for sound economic and techni-
cal reasons. 
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In this regard, I wish to add that the Admi~istr~tion is strongly 
opposed to the proposed amendment to the Economic Stabiliza-
tion Act that would impose rent controls on metropolitan areas 
according to vacancy rates in those areas. We recos ~ize that 
in certain pnrts of the country there are special ren~ problems. 
It may well be that in such areas, citizens and their representa-
tives in state ind local governments will decide to take con-
certed action to curb excessive rent increases. But we do not 
believe that the solution to this essentially local problem is 
to establish yet another far-reachin~ administratively burden-
some, and potentially expensive Federal program. 
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LUMBER PRICES 

Question: 

What action is the Administration taking to stabilize 
prices in the lumber industry? 

Response: 

The Cost of Living Council is currently executing a 
continued strong enforcement effort to identify and 
refund excess revenues from price increases of lumber 
and wood products which were in violation of Phase II 
regulations. Since the initiation of Phase III, price 
behavior is being closely monitored on individual firms 
within the luwher industry and on an overall industry-
wide basis. Price inGreases are reported weekly by 
IRS through a CLC monitoring system designed to flag 
increases which are unreasonably inconsistent with the 
Phase III standards so that appropriate remedial action 
can be taken, 

In addition, CLC is working closely with the Council 
of Economic Advisers, the Office of Management and Budget, 
and the Department of Agriculture to identify and develop 
feasible alternatives to increase the supply of lumber 
and wood products. These alternatives include various 
techniques to increase the yield from the National Forests, 
and s evera l ways to increase the net import~ of logs and 
lumber. I 
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EXTENSION OP ECONOMIC STABILIZATION ACT 

Question: 

The Senate Banl~ing, Housing and Urban Affairs Cormni ttee 
conducted hearings this week on the extension of the Economic 
Stabilization Act, und the Committee voted to add several 
amendments to the l~ct. l·ihut arc those amendments, and what is 
the Administration's position on them? 

Response: 

It is the hope of the Administration that the Congress will 
provide for a simple one-year extension of the Economic 
Stabilization Act without encurrJ)ering the Act with amendments 
which would restrict the President's flexibility in exercising 
his anti-inflation authority. 

However, during its hearings on the Act this past week, the 
Senate Banking,Housing and Urban Affairs Committee adopted several 
amendments: 

1. l'Jnendmcnt . States that the n a tional unemployment goal of this 
count. ry ~ihould be 4% by April 30, 1974, the date of expira-
tion of the Act if it is extended for one year. 

Ad~inistration's Position. The 4% figure is a lower figure 
than the Administr~tion has indicated is realistically consis-
tent \·,'i th a ch2.nging economy . It presents, in fact, the 
elevation of a number to primary prominence in an area where 
there arc complex and diverse factors to be considered in an 
effort to set the economy on a course of expansion while 
carefully avoiding an acceleration of inflation. 

2. Amendment. Prohibits the use of the Economic Stabilization 
Act as a vehicle for the withholding or reservation of 
funds authorized and appropriated by the Congress. 

3. 

Administration's Position. This amendment is based on an ----errone?us presupposition. FO,-~· ..... 
Amendment. Defines as "substandard earnings" a wage or J 
salary rate which yields less than $3.50 per hour. 

Administration's Position. The effect of this amendment t 
would be to exempt trom Hage controls approximately 75% 
of the American v;ork force, including the majority of workers 
in the highly inflationary food and health industries. We 
can't have it both ways; we either have to provide for a 
means of holding down excessive pay increases, or we have 
to abandon the idea of an effective stabilization program. 
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4. Amendment. Requires the transmittal of -quarterly reports to 
the Congress not later- than 30 dc1ys. after the close of 

5. 

G. 

each quarter, describing the rate of change in food 
prices, by category of food, the reasons for such changes, 
nnd the v.ctions taken or recommended to the Congress to 
stabilize the price of food. 

Administrc1tion's Position. Other than the administrative 
problems posed by the frequency of the reports in relation 
to a small staff, this requirement does not seem to present 
a serious problem. 

Amendment. Requires · the President to establish priorities 
for the use and systematic allocation of petroleum products. 

Administration's Position. This is, in more direct language, 
an amendment airr,ed toward rationing, and it is the 
Adn1inistration' s belief that the oil shortage problem 
can be met in a variety of ways other than through the 
imposition of rationing .. Rationing, by its nature, is an 

·unpleasant concept, · and presents the spectre of ration 
books, short2ge s, and black markets. There are other ways 
to handle such probl cr.1s, and the Cost of Living Council 
has held public hearings and placed the oil industry under 
mandatory price controls in a move toward establishing 
control of the situation. 

Amc ndme~t. Require s public di s clos ure of data to support 
price increases of 1.5 % over January 10, 1973 levels. 

Adr.1inistr ution's Position. Such a public disclosure require-
ment raises serious que stions concerning the confidentia lity 
of the information which firms submit to the Cost of Living 
Council. The Council must have access to confidential 
business data if it is to make accurate and equitable 
decisions on the legitima6y of price actions taken by 
companies. 
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"CLU13 DJ TIIE . CLOSET" 

Question: 

Secretary Shultz has referred to the "club in the closet" 
that the l\c1ministration can pull out to give Phase III 
some muscle. Senator Pro>~ire has suggested that the 
Administr2tion has only a "pea-shooter under a pillow." 
lfuo is right? 

Response: 

You know, back in the Old West, if vou were a "fast gun" 
you didn't have to carry your six s&ooter around in your 
hand. That club may be ina closet, but we can pull it out 
at a moment's notice. Secretary Shultz has warned that some 
reckless firm or bargaining unit is going to find itself 
getting "clo!:)bered," and the Cost of Living Council is 
serious about that. 

ns you know, the Ad.:'11inistration has standby wage and price 
sanctions that it can employ as necessary. In addition to 
those po--;:1ers, however, I would encourage you to think in 
broader terms when you start speculating about the success 
of Phase III. There is a ·wicle spe ctrum of possible actions 
that the governi'"'.1ent can ta.ke to curb inflation. The Phase 
III guidelines and controls are only part of our arsenal , 
an.d they will be cornp lerented by responsible fiscal and 
monetary policies and . othe r actions appropriate to the anti-
inflationary goals of this Administration. 
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ENFORCEMENT SANCTIONS 

Question: 

What are the sanctions that the Cost of Living Cour~il can 
employ against fiims or bargaining units that violat ~ the 
guidelines of the Economic Stabilization Program? 

Response: 

1. Mandatory sector: As regards those industries that remain 
under mandatory controls -- food~ health and construction --
the Cost of Living Council can take the same types of actions 
that it could during Phase II. These actions include administra -
tive sanctions, such as ordering firms that raise prices in 
violation of the Program to roll back prices and to issue refunds 
to identifiable custome rs. 

Also in the mandatory sector, the Cost of Living Council can 
·ask the Justice Department to .bring suit against violators of 
the Program . This type of litigation can result in injunctions 
and both civil and cr ~m ina l penalties. 

2. Voluntary sector: In those sectors of the economy to 
which th e voluntary, self-administered guidelines apply, the 
Cost of Living Council reserve~ the authority to establish 
mandatory standards where that i s necessary to assure that 
future action in a particular industry is coniistent with the 
national goal. 

In addition, upon learning through its monitoring of prices 
and labor n~gotiations that action has been or is about to be 
taken by a firm that is not consistent with the standards or 
the goals of the Program, the Cost pf Living Council can use 
its authority to issue a temporary order to the firm setting 
interim price and wage levels and can also: 

• Hold public hearings . 

Issue a special rule or order setting out a specific 
legally binding level for prices and wages that would 
restrain the firm from that point on. Such a rule or 
order could include the rpquirement to roll back al-
ready effected price or wage increases. 

I 

J 




