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SUBJECT: " I n f la t io n  and Env ironm en ta l and H e a lth  R e g u la t io n s  ®

We w ish  to  o f f e r  you any a s s is ta n c e  we can in  d e v e lo p in g  s tron g  and 
e f f e c t iv e  i n i t i a t i v e s  a g a in s t  i n f l a t i o n .  One is s u e  o f  p a r t ic u la r  
in t e r e s t  to  u s , s in c e  i t  has been r a is e d  by b u s in e s s  le a d e rs  and some 
A d m in is t r a t io n  o f f i c i a l s  in v o lv e d  w ith  i n f l a t i o n ,  i s  the r e la t io n s h ip  
between i n f l a t i o n  and env ironm en ta l and h e a lth  r e g u la t io n s .  We under­
s tand  th a t  th e  Chamber o f Commerce and th e  NAM may r a is e  t h is  is s u e  
wEen they  meet w it h  you. We have in v e s t ig a te d  the  is s u e  and b e l ie v e  you 
w i l l  want to  c o n s id e r  the  fo l lo w in g  p o in t s  in  d e te rm in iu g  the fu tu re  
cou rse  o f .A d m in is t r a t io n  a n t i - i n f l a t i o n  p o l ic y :

° The o n ly  com prehensive q u a n t i t a t iv e  a n a ly s is  o f  the r e la t io n ­
s h ip  between i n f l a t i o n  and en v ironm en ta l r e g u la t io n s  was perform ed by 
Chase E co n o m e tr ic s , and i t  con c lu d es  th a t  th e se  re g u la t io n s  do n o t 
c o n t r ib u te  s u b s t a n t ia l ly  to  i n f l a t i o n .  F o r  th e  p e r io d  1970-83, the  s tudy  
in d ic a t e s  th a t  f e d e r a l  a i r  and w a te r p o l lu t io n  c o n t r o l  requ irem en ts  w i l l  
cause  an average  annua l in c re a s e  in  th e  consumer p r ic e  index  o f  between 
0.3% and 0.4%. Thus, any r e a l i s t i c  r e la x a t io n  o f  th ese  programs w ou ld  
p roduce  no s ig n i f i c a n t  re d u c t io n  in  th e  o v e r a l l  C P I. I f  the in f l a t io n a r y  
im pact o f  th e se  requ irem en ts  c o u ld  be reduced  by 20% —  a s u b s t a n t ia l  
r e la x a t io n  —  th e  C P I 's  in c re a s e  would be r e s t r a in e d  0.1%. The n e t 
e f f e c t  o f  a m a jo r r e la x a t io n  c o u ld  be th e  d i f f e r e n c e  between a 8.0% and 
a 8.1% in c r e a s e  in  the  CPI.

* The t o t a l  b e n e f it s  o f  e n v iron m en ta l and h e a lth  r e g u la t io n s  a re  
d i f f i c u l t  to  q u a n t i fy ,  but th e re  i s  no q u e s t io n  th a t  they are  v e ry  
la rg e :  im proved p u b l ic  h e a lth ,  reduced  p ro p e r ty  damage, in c re a se d  
a g r i c u l t u r a l  and re so u rce  y ie ld s  and enhanced r e c r e a t io n  and enjoym ent 
o f  le i s u r e  t im e . The p u b l ic  p e rc e iv e s  th ese  b e n e f it s  as w e l l  w o rth  the  
c o s ts :  a re c e n t  n a t io n a l  p o l l  in d ic a t e d  th a t  62% o f  the p u b l ic  w ou ld  be 
w i l l i n g  to  pay h ig h e r  p r ic e s  to  reduce  p o l lu t io n ,  compared w ith  o n ly  
18% who would fa v o r  low er p r ic e s  a t  the  expense o f  more p o l lu t io n .

«

0 The p o l i t i c a l  c o s ts  o f  making en v iron m en ta l and h e a lth  r e g u la ­
t io n s  an a n t i - i n f l a t i o n  ta rg e t  a re  h ig h .  An August 3 l e t t e r  to  you 
from  a la r g e  c o a l i t i o n  o f  la b o r  and en v iron m en ta l groups s ta te d  th a t
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the r e g u la to r y  re v ie w  program o f  CEA and COWPS "has become a s e r io u s  
th re a t  to  th e  m i l l i o n s  o f  Am ericans who id e n t i f y  w ith  the en v ironm en ta l, 
la b o r ,  and consumer p ro te c t io n  movements. We b e l ie v e  th a t the program 
i s  underm in ing  your suppo rt w ith  many o f  th o se  who have been your 
s tro n g e s t s u p p o r te r s . ”

° M a jo r  c o rp o ra t io n s  are  c u r r e n t ly  p u rsu in g  a s o p h is t ic a te d  media 
campaign aimed a t  making "government r e g u la t io n "  a p e jo ra t iv e  ph rase .
I t  i s  too  e a r ly  to  t e l l  whether t h is  and re la te d , e f f o r t s  w i l l  pose a 
m ajor th re a t  to  the  fram ework o f  p u b l ic  in t e r e s t  r e g u la t io n  th a t  has 
been p a in s ta k in g ly  b u i l t  over the  p as t two decades. R eg a rd le ss , 
A d m in is t r a t io n  r e g u la to r y  re fo rm  and a n t i - i n f l a t i o n  e f f o r t s  shou ld  
not in a d v e r t e n t ly  c o n t r ib u te  to  tu rn in g  p u b l ic  sen tim ent a g a in s t  
government r e g u la t io n  g e n e ra lly .

In"sum ,“ we t h in k  th e re  i s  l i t t l e  to  g a in  and much to  lo s e  by c u t t in g  
back on e n v iro n m en ta l and h e a lth  c o n t r o ls  f o r  th e  sake o f  i n f l a t io n .  
Agency, e f f o r t s  to  e l im in a te  unnecessary  red  tape and to  avo id  o v e r-  
r e g u la t io n  sh ou ld  c o n t in u e , and EPA 's  re c e n t  e f f o r t s  can se rve  as a 
model i n  t h is  re g a rd . A d m in is t ra t io n  r e g u la to r y  re v ie w  e f f o r t s  shou ld  
fo c u s  more on f e r r e t in g  ou t o ld  r e g u la t io n s  th a t  a re  a n t i- c o m p e t it iv e  
o r  no lo n g e r  se rv e  a u s e fu l  purpose and much le s s  on new re g u la to ry  
p ro p o sa ls  i n  th e  h e a lth  and env ironm en ta l a rea s .
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