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REPORT CONFIRMS NEED FOR 
TAX AND LOAN ACCOUNTS

Tax and loan accounts of the Treasury Department continue 
to be of major importance as a tool for monetary management 
and as a highly efficient collection system, findings of a 
report released today showed.

The report concluded, however, that with the higher level 
of intérêt'rates prevalent in recent years, the.implicit costs 
to thé Treasury of tax and loan accounts has risen substan
tially beyond the value to the Treasury of the services that 
have been inherently or traditionally associated with such 
accounts.

The Treasury report is based on a study that included 
analysis of responses to a questionnaire sent to 600 banks,
300 with the largest Treasury tax and loan accounts and a 
sampling of 300 of the remaining 12,700 banks.

Basically demand deposits, left with banks for short . 
periods at no interest, the tax and loan accounts represent 
tax payments by business concerns to their own banks, which 
in a bookkeeping transaction, debit the business customers 
and credit Treasury’s balances.

While tax and loan accounts should be retained, said the 
Treasury report, means should be developed (1) for employing a 
portion of the funds in ways that provide added returns to the 
Treasury, and (2) for compensating banks for a limited number 
of services performed by fees paid from appropriations.

Legislation is required in both instances, to make 
possible the most efficient employment of Treasury cash in 
interest-bearing assets, and to provide appropriations for 
payments for certain services performed by financial in
stitutions, according to the report.
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As an interim measure, pending Congressional action on 
investment authority, it is Treasury1s intention, said the 
report, "to pursue vigorously the two avenues that are clearly 
available without legal or regulatory changes :

"First, we will intensify our efforts to increase our 
balances at the Federal Reserve Banks to the extent consistent 
with money-market stability; conversely, this will decrease 
our balances in tax and loan accounts. This necessarily means 
that the Federal Reserve System will have to compensate for 
greater swings in the Treasury balance at Federal Reserve Banks 
through existing techniques such as open market operations.

"Second, we will experiment with placing funds in 30-day 
time deposits."

As for how banks should be compensated for services they 
perform for the Government, the report said that nearly all 
banks included in the study had earnings value well in excess 
of the cost of services provided, "but some far more than 
others, even when the average tax and loan balances were com
parable in size." There was no consistency, said the report, 
in the relationship between the earning value of tax and loan 
accounts and the scope or volume of services provided by banks 
for the Government, "whatever services might be considered in 
the Government’s behalf."

In order to adjust the differences, the report suggested 
that certain services rendered by banks which Treasury be
lieves should be compensable, but which are not directly 
related to the existence of the tax and loan accounts, might 
be compensated for from appropriated funds.

For those services that are within the Treasury’s area 
of responsibility, the belief was expressed that only those 
relating to savings bonds should be compensable through 
appropriation -- specifically issuance of savings bonds, re
demption of savings bonds, and exchanges of ’E’ for ’H ’ bonds. 
Services directly related to the tax and loan account can 
appropriately be compensated for through the residual earnings 
value of the accounts, the report said.

In the nearly ten years since the last study of the sub
ject, the amount of taxes flowing through tax and loan accounts 
has quadrupled, the size of account balances has risen, and 
interest rate levels have been higher (reaching two peaks when 
rates were the highest in U.S. history), thus providing sig
nificantly greater earnings potential on tax and loan balances. 
At the same time, the services banks have provided the govern-
ment have declined.
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REPORT ON
A STUDY OF TAX AND LOAN ACCOUNTS 

TREASURY DEPARTMENT
------ O ------

I. SUMMARY

After analyzing the responses to the current questionnaire 
and reappraising the tax and loan system, these conclusions 
have been reached:

• Although the system's strictly monetary purposes 
may be less crucial than in earlier years, tax 
and loan accounts remain of major importance as 
a monetary management tool and as a highly 
efficient collection system.

• At the higher level of interest rates 
prevailing in recent years, the implicit 
costs to the Treasury of holding interest- 
free tax and loan accounts has risen 
substantially beyond the value to the 
Treasury of those services provided by 
the banks that have been inherently or 
traditionally associated with such accounts.

• Tax and loan accounts should be retained, 
but means should be developed (1) for employ
ing a portion of these funds in ways that 
provide added returns to the Treasury, and 
(2) for compensating banks for a limited 
number of services performed by fees paid 
from appropriations.

• Legislative actions will be required to make 
possible the most efficient employment of 
Treasury cash in interest-bearing assets and 
to provide appropriations for payments for 
certain services performed by financial 
institutions.
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11. PURPOSE AND FUNCTION OF THE TREASURY TAX AND LOAN 
ACCOUNT SYSTEM

The tax and loan account system was originated in 1917 
by Secretary of the Treasury McAdoo in the administration 
of President Wilson when the financing of World War I 
increased the size of the Federal Government's financial 
operations. Over the years it has been improved and 
expanded, and it has been expressly or impliedly endorsed 
by every Secretary of the Treasury, Democratic and Republican.

Facilitating monetary policy

The principal purpose of the system originally -- to 
promote the smooth functioning of the economy by reducing 
the impact of Government financial operations on the 
distribution and level of bank reserves and on the money 
market —  is still of major importance.

The peaks and valleys in the timing of the flow of 
money between the public and the Government would be, without 
some device for smoothing them out or compensating for them, 
of sufficient magnitude to cause sharp changes in bank reserves, 
resulting in undesirable fluctuations in money market interest 
rates and in the availability of loanable funds in the banking 
system. Treasury tax and loan accounts were devised to prevent 
these drastic swings. As taxes are paid and as banks sub
scribe for new issues of designated Treasury securities 
(for their own or customers' accounts), the funds are trans
ferred on each bank's books from the payer's account to the 
Treasury's tax and loan account. The Treasury can then draw 
down the tax and loan balances as it actually needs funds to 
cover disbursements, thereby matching the flow of collections 
with the flow of payments, minimizing their impact on bank 
reserves and the money market.

At one time the Treasury attempted to keep its balance 
at the Federal Reserve as near a constant level as possible, 
striving thereby to neutralize the money market effect of 
Treasury financial operations. In recent years, however, 
the Treasury has sought to increase its Federal Reserve 
balance when its total balances are relatively high in order
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to minimize the size of its idle tax and loan balance. Thus 
the Treasury balances are being managed in a way designed to 
capture for the Treasury (via increased earnings of the 
Federal Reserve) greater earnings without subverting the 
system's original purpose of smoothing out extreme fluctu
ations in bank reserves and distortions in the money market.

As described later, the nature of this money market 
and banking problem has changed in recent years from large 
seasonal fluctuations in Treasury receipts to sharp day-to- 
day shifts in net cash requirements.

Fostering distribution of Treasury securities

Another of the original purposes of the system was 
to facilitate the distribution of huge issues of Treasury 
securities by providing an incentive for banks to serve as 
"underwriters," holding the securities for a period until 
an investment demand developed. Since the Treasury must 
meet its needs for cash by borrowing in relatively large 
blocks, a sale of Treasury securities would, without a device 
such as the tax and loan account system, create abrupt fluctu
ations in bank reserves and tend to result in congestion and 
higher rates in the market for newly-offered securities. In 
some situations, by letting each bank subscribing for securities 
pay for them by crediting its own tax and loan account, the 
system has provided a means, as described above, of avoiding 
this disruption. At the same time, the system has provided 
an incentive to the banks, in the form of a few days' delay 
in relinquishing payment, for subscribing to a new issue.
This incentive h&s served its purpose of building an "under
writing" network for Treasury securities that has helped 
enable the Treasury, alone among major issuers, to market 
securities without commissions or spreads of any kind.

With the market for Treasury securities now more highly 
developed the need for this method of distribution has tended 
to diminish, but it nevertheless continues to be a significant 
function of the tax and loan account system.

Providing a collection system

While the system was originally established for purposes 
of monetary management and the sale of securities, it has
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evolved over the years into a collection system that has 
significant advantages for the Government in the efficient 
inflow of most of its revenues, now handling nearly $200 
billion of revenues annually. Each business concern makes 
tax payments through its own bank; the company's check, when 
drawn on its bank, does not have to flow beyond that bank.
The bank charges its customer and simultaneously credits the 
Treasury tax and loan account. This saves delay in check 
clearings and avoids the expense to the Treasury of handling 
large volumes of remittances, which entail not only detailed 
internal processing and depositing in banks, but also burdens 
incident to returned uncollectible checks. To the extent 
that alternative collection systems would involve a delay 
in the deposit of receipts into usable Treasury balances —  
and virtually all alternative systems would involve such 
delays —  the costs associated with tax and loan accounts 
would reappear in another, perhaps less identifiable, guise.

Along with the increase in dollar volume of taxes 
flowing through the tax and loan accounts has come an increase 
in the frequency of required payments. This has smoothed out 
the flow of receipts, a factor in the shift of emphasis from 
the monetary management uses of the tax and loan system to 
the economical collection objectives of the system.

III. PREVIOUS STUDIES

Studies by the Treasury in 1960 and 1964 explained in 
detail the purposes and operations of the tax and loan account 
system and the public benefits derived from it. These studies 
compared the earnings value to the banks (and implicit cost 
to the Treasury) of the interest-free deposits to the costs 
of services provided by banks —  all in aggregate terms.

The Treasury decided to make this study because almost 
ten years had elapsed since the last study of the relation
ship between the value of the tax and loan account balances 
and the services provided by banks. In that time, there 
had been a four-fold increase in the amount of taxes flowing 
through tax and loan accounts. Essentially because of the 
higher level of receipts and outlays of the Government, the 
size of tax and loan account balances had also increased, 
although this increase has been modest relative to the flow
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of payments through the accounts. The level of interest 
rates had also been higher, reaching two peaks when interest 
rates were the highest in U. S. history (as reflected in the 
following chart).

Calendar Years

These rate levels have provided significantly greater 
earnings potential on tax and loan balances. And finally, 
it had’become obvious through the Treasury's daily operations 
that banks were providing, without charge, fewer of the 
services to which values were attached in the previous 
studies.

Because of these changes, a thorough reappraisal of 
the system was in order.
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IV. GOALS OF THE CURRENT STUDY

The goals of the study were to determine whether the 
tax and loan account system should be retained, and, if so, 
in what respects, if any, it should be altered.

No questions had been raised as to the usefulness or 
effectiveness of the system as a collection device or as 
an instrument to facilitate the functioning of the money 
markets and the management of bank reserves. Consequently 
the question whether to retain the basic system was reserved 
for appraisal after the overall cost to the Treasury could 
be appraised, taking account of the relationship to the value 
of the services provided for the Government.

The study initially concentrated, therefore on this 
latter issue.

V. RELATIONSHIP OF VALUE OF ACCOUNTS TO VALUE OF SERVICES

A. METHODOLOGY

Principal questions

The principal questions underlying this phase of the 
study were these:

• For which services, under present conditions, 
should banks continue to be compensated, and 
at what dollar values?

• Should services continue to be compensated 
for through tax and loan account balances 
or should any be compensated for through 
some other techniques?

• Should the value of services offset by tax 
and loan account balances be looked at in 
relation to each bank individually, or should 
the system-wide value of services and balances 
continue to be the guiding consideration?
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Selection of banks to participate

The first step in seeking answers to the foregoing 
questions was to send a questionnaire, the text of which 
is set out in Exhibit 1, to 600 banks. The banks selected 
included the 300 banks with the largest Treasury tax and 
loan accounts and a sampling of 300 of the remaining 12,700 
banks. The sampling was designed to be representative of 
the total systeiti, permitting extrapolation of the data for 
a reasonably accurate picture of the banking system as a 
whole. How the sample was selected is explained in Exhibit 2.

Capsule summary of the overall response to the questionnaire

Of the 600 banks solicited, 557 returned questionnaires, 
several of which were received too late to be included in the 
study. As might have been expected, the majority of the non
participants were among the 300 smaller banks selected at 
random? of the 300 banks with the largest tax and loan accounts, 
nine saw fit not to participate.

While the percentage of respondents was high, the quality 
of many of the individual responses was poor. Numerous 
questions remained unanswered and a significant number of 
banks failed to provide support for their cost estimates.
Some responses were inconsistent or erroneous, and some were 
irrelevant. After casting aside irrelevant information and 
obviously inconsistent or erroneous data that could not be 
corrected, the remaining data were used for the current study.

There was an extreme variation in unit costs among the 
reporting banks. For example, the costs reported for the 
handling of Federal tax deposits ranged from a low of l-l/2£ 
per transaction to a high of $3.10 per transaction. Similar 
ranges occurred in each category of service for which unit 
costs were reported. An extensive analysis of individual 
reports indicated a lack of any logical relationship between 
unit costs reported and factors which might have been expected 
to have a bearing on them. For example, attempts to relate 
unit costs to such factors as (1) geographical location of 
the bank, (2) size of the bank, (3) size of the city, and 
(4) unit banks vis-a-vis branch bank systems indicated no



8

reasonable relationships. From reviewing the supporting 
data which some of the banks submitted, it appeared that 
the most significant single factor influencing the difference 
in reported unit cost was simply a difference in cost account
ing techniques. Another factor, but of less significance, 
was the difference in the procedure followed in providing a 
particular service. In arriving at an average cost, we 
eliminated extremes at both ends and developed weighted 
averages for the remaining reporting banks. We then ex
trapolated this data for the groups that the reporting banks 
sampled, thereby arriving at an overall weighted average cost.

Analysis of services listed by Treasury

At the outset of the current study it was decided that 
it would be appropriate to assume that banks should be com
pensated by tax and loan account balances for services 
directly related to the handling of tax and loan accounts.
These services are (1) the maintenance of the tax and loan 
account itself, and (2) the handling of Federal tax deposits 
through the tax and loan account. Because of this assumption, 
questions about these services were separated in the question
naire as Part I.

It was also decided at the outset that it would be 
appropriate to assume that only these services were, without 
further question, compensable; the compensability of other 
services would depend upon the results of the study. Part II 
of the questionnaire, therefore, listed certain other services 
performed by banks on a voluntary basis and called for activity 
and cost data relating thereto. The questionnaire also 
solicited from banks their views as to any services they 
believed should be compensable by the Government. The 
questions in this Part, designed to assist in judging whether 
banks' costs should be compensable, were drafted upon these 
fundamental assumptions:

• If the service is provided primarily as a 
customer service or as a marketing device, 
the Treasury should not compensate the bank.
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* If the cost of the service is in one way 
or another recovered by the bank from the 
individual recipient (not the Government), 
the Treasury should not disturb this 
relationship.

In view of this, the questionnaire told banks the 
Treasury would work on a hypothesis that if a bank does not 
provide a particular service to non-customers, or charges a 
fee to non-customers not charged to customers, the bank is 
providing the services to its customers on the basis of its 
overall relationship with them, and consequently any expense 
involved in providing the service to customers should not be 
compensable by the Government. Banks generally took no 
exception to this stated assumption, and it has been retained 
in the analyses set out below.

B. ANALYSIS OF SERVICES PERFORMED BY BANKS

Services listed by Treasury

The services listed by the Treasury in Part I of the 
questionnaire wefe the following:

1. Handling the tax and loan account itself, 
including Federal tax deposits

These are the only services which are exclusively related 
to the existence of a tax and loan account and assumed at the 
outset to be compensable. Reported activity and cost related 
to the handling of tax and loan accounts is reflected in 
Exhibit 3.

2. Handling subscriptions to United States securities
(other than savings bonds) on original issue and 
handling matured United States securities

The Treasury was generally aware, before the responses 
were received, that significant changes had occurred in recent 
years in the practices of banks in charging fees for or refusing 
to provide these particular services. The data furnished, 
however, provided concrete information on this subject. The
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data are summarized in Exhibit 4, which shows that most 
banks do not handle subscriptions or matured securities 
without a fee. Of the 540 banks which were responsive to 
the question, only 108 indicated that they handled sub
scriptions for non-customers without a fee and only 13 of 
those 108 reported any actual subscriptions handled. These 
13 banks reported handling 131 subscriptions for a total 
dollar value of $48,896,000. Even for customers, almost 
two-thirds of the responsive banks indicated either that 
they charge a fee or do not handle subscriptions at all. 
Responses concerning matured securities were similar, although 
more inclined to free service. With respect to non-customers, 
219 of 538 responsive banks indicated they would handle 
matured securities without a fee, but only 57 reported any 
actual transactions. The 57 banks reported 2,438 transactions 
for a total dollar value of $175,327,000.

It appears from the foregoing that banks, in handling 
subscriptions for new issues and in handling matured Govern
ment securities, whether for customers or non-customers, 
generally operate on the basis that these services are 
provided for the benefit of the recipients of the service 
and at the recipients' expense. It would appear, therefore, 
that from their own behavior the banks have not accepted a 
responsibility to provide such services as an inherent part 
of their deposit relationship with the Treasury.

3. Redemption of savings bonds

For many years, banks and other financial institutions 
(e.g., savings and loan associations), acting as paying 
agents for the redemption of United States savings bonds, 
have been paid a fee from appropriations to the Treasury's 
Bureau of the Public Debt at the rate of 15C for each of 
the first 1,000 bonds redeemed during the quarter and 10C 
for each bond in excess of 1,000.

Of the banks responding, 33.5% indicated that the 
present fee is adequate. The remaining 66.5% indicated 
that the fee is not adequate. The details of activity and 
expenses with respect to the payment of savings bonds are 
contained in Exhibit 5.



11

This analysis would indicate that banks should be 
compensated by some method at a rate higher than the existing 
fee schedule provides. At present, the value of tax and loan 
accounts to the bank provides a form of compensation, but 
that compensation does not bear a close relationship to 
savings bond volume. Since banks are presently reimbursed 
for the payment of savings bonds on a fee basis, based on 
volume data readily available in the Bureau of the Public 
Debt, and since the same service is provided by other 
financial institutions (which do not have Treasury tax and 
loan accounts), a practicable approach would be to provide 
all or a greater portion of the needed compensation by raising 
the present fee.

4. Issuance of savings bonds

Data furnished by the banks on activity and costs in 
issuing United States savings bonds are summarized in 
Exhibit 6.

For payroll savings plans of employing firms, the 
savings bonds could be issued by Government offices or by 
the Federal Reserve Banks. It is obvious, however, that 
there are unique advantages in having the facilities of the 
commercial banks for over-the-counter sales. Also, if 
Government offices or Federal Reserve Banks were to do the 
job done by banks in payroll savings plans of business 
concerns, there would be additional direct expense to the 
Government. One question to be resolved is whether all 
issuing agents (including financial institutions other than 
banks) should be compensated for the issuance of savings 
bonds. If they ought to be compensated, the further question 
is how the amount of compensation should be determined, and 
the form that compensation should take. Any compensation 
to banks should take into consideration the alternative 
costs to the Government of obtaining the services. For 
example, on payroll issues the fee paid to banks should be 
set in light of the costs that would be incurred if the 
Government itself issued the bonds.

There is a public service tradition in the sale of 
savings bonds —  with many promotional services donated by 
employers, the Advertising Council, and others —  and banks'
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contributions by way of sales promotions are comparable 
to voluntary contributions by others. Costs associated 
with getting and controlling blank bond stock and with 
inscribing and delivering bonds to buyers are another 
matter. These are comparable to redemption costs for 
which a fee is well established. Further, the Government 
itself provides this service when it is not otherwise 
available for payroll issues. Consequently, it would 
appear that banks should be compensated for allocated 
costs incurred in the issuance of savings bonds, subject 
to the limitations of alternative cost criteria mentioned 
above. While such compensation for banks is now implicit 
in tax and loan accounts, a change to a fee system, as 
for redemptions, would be a straightforward possibility.

5. Handling of Treasury checks

Typically in the United States, the payee of a check 
is on his own in negotiating that check. A few exceptions 
to this general principle, not involving Treasury checks, 
include (a) requirements in a few states that employers 
making payroll payments by check make arrangements under 
which employees can cash their checks, and (b) arrangements 
that some states have made for welfare recipients to cash 
their welfare checks.

Data developed from the questionnaires, set out in 
Exhibit 7, indicate that a very small percentage of payees 
of Treasury checks cash such checks at banks where they do 
not have an account. This, however, does not necessarily 
indicate the extent to which payees do or do not have 
problems in negotiating their checks. Reports from banks 
indicate that in several large cities most banks do not 
cash Treasury checks for non-customers. Hence, payees of 
Treasury checks who do not have bank accounts presumably 
are cashing their checks at retail stores, check cashing 
agencies, etc. Although we do not receive many complaints 
in the Treasury directly, those we do receive are invariably 
from elderly, disabled or poverty-stricken people who do not 
have bank accounts and who can least afford the discounts, 
fees or transportation expenses that they must incur to get 
their checks cashed.
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If the Treasury were to provide for unlimited free 
check-cashing facilities, by compensation to banks through 
the tax and loan accounts or otherwise, several highly 
undesirable results could ensue. One result would be to 
cause major disruptions in present practices that payees 
follow in cashing their checks, with no particular benefits 
derived. For example, employees at a particular Government 
installation in the center of a city who have bank accounts 
in suburban areas would likely, in many instances, cash 
payroll checks at a bank close to the installation if 
Treasury arranged with such bank to cash payroll checks 
for non-customers without charge. Since the employees are 
now able to negotiate their checks at their own banks, any 
action on our part would involve a substantial expense without 
offsetting advantage. Another undesirable result would be a 
negative impact on the trend toward the use of bank accounts 
by all members of our society, an objective which may become 
not only desirable but imperative when the growing volume of 
funds transfers becomes so great that new methods of handling 
them are required.

There seems to be no doubt that cashing checks for 
non-customers should not be made a compensable service 
generally. While check cashing arrangements may in some 
hardship cases become desirable as a matter of public policy, 
there appears to be no need or justification at this time 
for assumption by the Government of the responsibility for 
providing check cashing facilities for recipients of Treasury 
checks.

Services identified by banks

In addition to the services specifically covered in 
the questionnaire, banks were requested to report any other 
services they were performing on behalf of the Government 
for which they felt they were entitled to compensation by 
the Government. For purposes of analysis, a review of other 
services reported by banks has classified such services into 
two categories —  those performed voluntarily and those which 
are mandatory under specific statutory requirements. Services 
in these categories are discussed separately below.
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1. Voluntary services

In analyzing the voluntary services listed by the banks, 
we applied the same criteria used to evaluate whether banks' 
costs of providing the specific services listed in the 
questionnaire by Treasury should be compensable.

The most frequently reported voluntary services, and 
the number of banks that submitted data with respect to each 
service, are set out in Exhibit 8. The reporting of these 
services required the following comments.

a. Making income tax forms available

The Treasury benefits from the service 
rendered by banks in stocking Internal Revenue 
Service forms and making them available to the 
public. Undoubtedly, banks do so not only as 
a customer service and as a marketing device, 
but also as a service to the public generally.
This seems, however, to be a service that falls 
into a range of activities that banks undertake 
to promote a public service image rather than a 
service for which they should be directly compensated.

b. Handling United States commemorative coins

As with income tax forms, the Treasury 
gets some benefit from the service rendered by 
banks in making available to the public appli
cation forms for special commemorative coins, 
such as the Eisenhower silver dollar. For the 
same reasons cited in 'a' above, it does not 
appear that specific compensation is required.

c. Food stamp program

The custody and sale of food stamps is, by 
law, the responsibility of the States. The Federal 
program agency, the Department of Agriculture, 
gives the States the option of doing this work
(i) through their own county or local agents, or
(ii) by contractual arrangement with banks or 
other financial institutions.
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When States elect to use their own 
facilities, they beat all the costs of custody 
and sale, even where banks are involved because 
the State agencies wish to use them for the 
custody of stamps. When States elect to contract 
with banks to handle sales, the contracts cover 
compensation for all their services.

Banks may also be involved in the program 
in handling the proceeds of stamp sales. When 
States use their own facilities for selling 
stamps, the proceeds may be delivered to banks 
either for deposit to the credit of the Treasury 
or for conversion to bank drafts for transmission 
to Federal Reserve Banks? in either capacity 
banks perform as Depositaries and Financial 
Agents of the Treasury and are compensated by 
Treasury balances Other than tax and loan 
balances. When States contract with banks to 
sell stamps, disposing of the proceeds is not 
a separate step and the contracts providing 
compensation for selling stamps cover dis
position of the proceeds.

Finally, banks may be involved in the 
program when they receive deposits of stamps 
taken in trade by their commercial customers.
When banks receivê these deposits, they are 
doing it as a part of their normal customer 
relationships, and as such compensation for 
the activity comes from the customers1 accounts.

In sum, a source of compensation is 
provided for every service a bank may render 
in the food stamp program, and there is no 
need for providing additional compensation 
through tax and loan account balances.

d. Sale of Federal transfer stamps

A number of bànks erroneously reported 
this as a service. These stamps were actually 
discontinued years ago. (Public Law 89-44,
June 21, 1965.)
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e• Exchange of 'E1 bonds for *H1 bonds

Banks are presently reimbursed by fees 
for the redemption of series 'E' savings bonds.
However, they render a valuable service to those 
individuals exchanging ’E' bonds for series 'H' 
savings bonds for which they are not compensated.
The actual issuance of the 'H' bonds is handled 
by Federal Reserve Banks, but banks often assist 
the subscribers in filling out their applications.
Since the total number of annual exchanges is 
less than 300,000, the overall impact on the 
banking system is, of course, not significant.
It would appear, however, that banks should be 
compensated for the assistance provided in the 
conversion of 'E' bonds to-'H* bonds.

2. Mandatory services

In general, the mandatory services which banks listed 
in their completed questionnaires are services provided not 
only by banks but by other financial institutions and other 
business concerns. Since the Congress, in imposing the 
various reporting and record-keeping services which the 
banks listed, made no provision for compensation, we believe 
that if there is to be any compensation it should be provided 
by Congressional authorization. A list of the mandatory 
services most frequently reported by banks in their responses 
is set out in Exhibit 9. That list also reflects the number 
of banks reporting each of the services.

C. ANALYSIS OF EARNING VALUE OF TREASURY TAX AND LOAN 
ACCOUNTS

Two significant elements affect the earning value of 
Treasury tax and loan accounts: (1) the volatility of the 
balances, and (2) the requirement that these balances be 
collaterally secured. Because of these two elements, it 
would appear that it would be appropriate to invest the 
balances in short-term money market instruments which are 
in the class of securities eligible as collateral, and, for 
analyses purposes, to use the rate on one of these instruments 
as a measure of the earning value of the balances. The
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responses to the questions contained in the questionnaire 
concerning the earning value of the tax and loan account 
balances, summarized in Exhibit 10, indicate that this view 
was shared by many banks. In considering which specific 
category of money market rates should be used, it would 
appear that the Treasury bill rate is a reasonable measure. 
While many banks agreed that the value of balances was at 
least equivalent to the rate on Federal funds, this rate 
would not be appropriate for those banks that found it 
necessary to invest the tax and loan balances in securities 
eligible for collateral as contrasted to those banks that 
could pledge eligible securities from their existing port
folios .

While the difference between the Treasury bill rate 
and other money market rates varies considerably in the 
short run, the averages of each of the several categories 
of money market rates over time are not significantly 
different. Therefore, the use of the bill rate would not 
in the long run provide significantly different results 
from the use of other money market rates. An added factor 
in favor of utilizing the bill rate is that for those banks 
applying an earning factor in analyzing accounts of large 
customers, the 91-day Treasury bill rate is used more 
frequently than any other rate.

In summarizing the overall results of the study, the 
earning rate used was the average rate on new issues of 
Treasury 91-day bills during the five-year period ended 
December 31, 1972, which was 5.5%. While that is sub
stantially less than the rate during the past few months 
on new issues of Treasury 91-day bills, it seemed more 
reasonable for purposes of the study to use a longer-term 
average.

I In computing the earning value in the study, the
average bill rate was adjusted to give effect to bank 
reserve requirements and to the Federal Deposit Insurance 
Corporation assessment, which is computed as a percentage 
of balances. The rates used, therefore, range between 4.51% 
and 5.06%, the difference being a function of the reserve 
requirement for the particular bank involved.
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The problem of assessing the cost of tax and loan 
account deposits to the Treasury (as opposed to the value 
to the banks) introduces some additional complications.
In concept, assuming appropriate legal powers and insti
tutional arrangements were available, the Treasury could 
convert these funds to earnings assets, and considerations 
similar to those already discussed would be relevant. However, 
in practice (and apart from the money market problems that 
the tax and loan account system is designed to avoid) full 
investment of these balances would not be possible unless 
interest were to be paid on demand balances themselves.
Indeed, alternative collection systems would appear to 
involve some lag between taxpayer payments and conversion 
of those payments into investable funds because of the time 
required for the recording and clearance of checks.

D . CONCLUSION

It is readily apparent that the aggregate earnings 
value of tax and loan accounts to the banks far exceeds the 
aggregate cost to banks of those services that are directly 
attributable to handling the account, principally the 
processing of tax deposits. For the 600 banks in the survey, 
imputed annual earnings exceeded the expenses of handling the 
accounts by $170 million. Projecting the survey data to the 
total universe of tax and loan depositaries, the estimated 
excess of imputed earnings was over $300 million. These 
data are summarized in Exhibit 11.

If the costs of issuing and redeeming savings bonds, 
the other services judged to be compensable (see later 
discussion), are added, banks in the aggregate still show 
a large excess of earnings value over service costs, an 
excess of $260 million based on the survey data.

It should be noted that this excess of earnings value 
does not purport to increase bank profits derived from tax 
and loan accounts nor the benefit that would accrue to the 
Federal budget from abandoning the tax and loan account 
system or from investing the deposits in earnings assets.

Many banks, in competing for tax and loan account 
deposits, may indirectly pass on part or all of the earnings



value of a tax and loan account to the taxpaying customers.
To this extent the result is to reduce the effective cost 
of banking services to the taxpaying public. In the case 
of new Treasury security issues, payable through the tax 
and loan account, part of the earnings value is reflected 
in lower costs of borrowing by the Treasury itself. Finally, 
to the extent bank profits are increased, the Federal budget 
would recover part of the earnings value through the corporate 
income tax.

Apart from the latter factor, the extent to which the 
Federal budget would benefit from a conversion of tax and 
loan accounts into earnings assets would depend upon the 
relative efficiency of alternative collection systems, their 
costs relative to costs now incurred by banks, and the 
efficiency that could be achieved in investing the balances. 
The latter consideration raises the further question of 
appropriate changes in regulatory or legislative provisions 
now limiting the Treasury's ability to invest cash balances.

In particular, it must be recognized that alternative 
collection systems would involve a delay in the conversion 
of checks in payment of taxes to usable Treasury balances 
and a corresponding delay in the payment of those checks by 
the drawee banks. Under the tax and loan system the payment 
by the drawee banks is accelerated when they receive tax 
deposits directly from their customers to the credit of tax 
and loan accounts. This must be considered in any analysis 
of the implicit cost of the system. If it were not com
pensated for banks would be motivated to decline to accept 
tax deposits from their customers because their investable 
funds would be reduced simply by the bank being a part of 
the tax and loan system.

Finally, assuming the tax and loan account system is 
retained, some profit in the handling of the accounts would 
presumably be necessary to provide those incentives to banks 
necessary for the effective operation of the system. If, 
for instance, capital equivalent to 5%  of the average tax 
and loan balance in 1972 of $6.8 billion was appropriate 
(given that such balances are invested in high quality, 
liquid assets) a net return of some $44 million, before 
taxes, would be required to provide an after tax rate of 
10% on invested capital.



Taking all these factors into account in appraising 
the earnings value of the tax and loan accounts, the 
conclusion is that;

# In recent years, in reflection of higher 
market interest rates, the implicit cost 
of the accounts to the Treasury (or to 
put it another way, the earnings value to 
the banks and their taxpaying customers) 
has risen to a multiple of the value of 
the related services provided the Treasury.

VI. RETENTION OF TAX AND LOAN ACCOUNTS

Money market purpose

Having concluded that in recent years the implicit cost 
to the Treasury of tax and loan accounts has risen substantially 
above the value of related services, it became necessary to 
reappraise the question whether the accounts should be retained 
in the form in which they have been known, i.e., in a form 
which leaves funds in the banking system to facilitate the 
functioning of the money markets and the management of bank 
reserves. The accounts could, of course, be retained solely 
as a collection device, with credits to the accounts passed 
through immediately to the Treasury’s checking account at the 
Federal Reserve Banks, leaving only enough balance with each 
commercial bank to compensate it for handling the account.
In the past, however, it has been felt that the national 
interest was best served by drawing funds from the banking 
system in a way that meshes as much as possible with the 
return of funds to the banking system through disbursements, 
thus facilitating Federal Reserve actions to regulate bank 
reserves. The result has been the balances in tax and loan 
accounts which we have concluded have earning values in 
excess of account servicing costs. The critical question, 
then, is whether the system should be revised to the extent 
of providing for transfers of funds into Federal Reserve 
Banks in excess of those which mesh with the Federal Reserve’s 
efforts to regulate bank reserves, leaving it to the Treasury 
or Federal Reserve to devise other methods of dealing with the 
effect on bank reserves, the money markets, and the distribution 
of bank deposits.
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Changes in money markets
Since the inception of tax and loan accounts, a number 

of substantial changes have taken place which have changed 
the relative magnitude and significance of the impact of 
Treasury cash operations on the Nation's money markets.

Over the years since the inception of the tax and 
loan account system, changes in tax payment dates and 
changes in the timing and amounts of new issues of govern
ment securities (for cash) have substantially reduced the 
seasonal swings of cash flows into the Treasury. The 
following charts reflect net receipts in the years indicated 
and demonstrate the reductions in month-to-month fluctuations:





Also, over the past ten years the size of Treasury 
tax and loan accounts has been relatively stable whereas 
other factors in the Nation1s money markets have increased 
substantially. The result, of course, is that the relative 
significance of Treasury tax and loan accounts has decreased. 
The following table reflects a comparison of certain signifi
cant data as between 1963 (the base year for the last previous 
tax and loan study) and 1973 (in billions):

Monetary Statistics 1963 1973
%

Increase

Federal Funds Sold

Total Assets of Commercial Banks ... 361.6

Average Tax and Loan Balance

1/

$ 20.7 $ 35.1 70%

153.5 270.4 76%

2.0^/ 27.7 1,285%

361.6 806.4 123%

5.3 5.6 6%

separate line in June
1966 Federal Reserve Bulletin, which reflected $2,103,000,000 
as of December 31, 1965.

In the earlier days of the tax and loan system, money 
markets were highly regionalized and the significance of 
leaving Treasury cash receipts in the bank of origin until 
the Treasury was ready to disburse such receipts was very 
significant. At the present time, the flow of funds among 
banks in all parts of the country, as for example via the 
Federal funds market, has substantially reduced the signifi
cance of leaving the funds where they originated. Were it 
not for the one problem described below, the retention of the 
tax and loan system as a collection device with the elimination 
of the balance in tax and loan accounts (with the banks simply 
remitting deposits daily to the Federal Reserve Banks) might 
be feasible without undue strain.
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The problem that cannot at this time be adequately 
resolved without the continuation of the maintenance of tax 
and loan account balances is the impact of the large swings 
in the Treasury's operating cash over the course of a few 
days. These swings, which reach the magnitude of increases 
and decreases of over $3 billion in one and two-day periods, 
occur each month. The operating cash balance drops sharply 
because of heavy disbursements early in each month, and the 
balance rises as cash is replaced later in the month, with 
particularly large increases after the fifteenth of each tax 
payment month. The drops in balances result from those 
government benefit programs where payments are concentrated 
on single days, such as social security benefits, civil service 
retirement, and veterans benefits. For example, Treasury 
checks totaling approximately $5.5 billion for social security 
benefits are delivered to payees on the third of each month 
and the greater part are presented for payment against 
Treasury's operating balance at the Federal Reserve Banks in 
the following two days. The increases in balances occurring 
later in each month are the result of substantial tax payments. 
The following table reflects some of the larger day-to-day 
swings in the past few months.

Changes in Treasury 
Operating Balance

Date (In billions of dollars)

December 4, 1973 
December 5, 1973

-1.4
-1.7

December 18, 1973 
December 19, 1973 
December 20, 1973

+ 2.4 
+ 1.1 
+1.1

January 7, 1974 -1.7

February 5, 1974 1.9

March 5, 1974 2.5



25

For somewhat longer periods of time, the fluctuations 
run to larger amounts as shown in the following table:

Changes in Treasury 
Operating Balance

Date (In billions of dollars)

December 17, 1973 
to

December 31, 1973 +7.5

January 3, 1974 
to

January 9, 1974 -4.2

January 15, 1974 
to

January 30, 1974 +5.0

March 15,
to

1974

March 22, 1974 +4.6

April 1,
to

1974

April 11/ 1974 -6.0

The Federal Reserve Board has formally advised the 
Treasury that it believes that a procedure which called for 
transfer of the bulk of Treasury's deposits from commercial 
banks to Federal Reserve Banks would unduly complicate 
monetary policy.

Conclusion

After thorough reappraisal, we believe that, despite 
the changes that have taken place, the sharp swings in 
Treasury inflows and outflows still cannot be efficiently 
compensated for by other operations of the Treasury, the 
Federal Reserve and the commercial banks working together,
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and the principle of tax and loan accounts remains of major 
importance for the smooth functioning of the money markets. 
While the time may come when this is not true, we believe 
that for the present the use of tax and loan accounts for 
their basic purpose in smoothing out the effects of Treasury 
operations should be preserved. We conclude, therefore, 
that:

• The present system should be preserved in 
a form which leaves funds in the banking 
system until they are required for out 
payments.

VII. CAPTURING EARNINGS ON TAX AND LOAN ACCOUNTS

Since we concluded on the one hand that tax and loan 
accounts should be retained for money management purposes, 
and on the other hand that the implicit cost has become high 
relative to the services provided, it became necessary to 
consider ways of realizing a return on those balances. There 
are a number of ways in which this can be done. It developed 
in the course of our appraisal of the methods, however, that 
there are also a number of constraints which surround the 
conversion of tax and loan accounts to earning assets.

Of the wide range of potential methods for recouping 
earnings, three merit particular discussion. Other methods 
considered which might have achieved the result sought were 
discarded either because of complexity or lack of directness 
or because they would have required unacceptable changes in 
basic regulatory philosophy.

The most direct solution to the earning problem would 
be to require banks to pay interest directly on tax and loan 
balances. This was authorized by the original tax and loan 
legislation (31 U.S.C. 771), and at one time interest was 
in fact earned on these demand deposits. In 1933, however, 
the Congress found it desirable to prohibit the payment of 
interest on demand deposits (12 U.S.C. 371a and 12 U.S.C. 
1828(g)) because of strong feelings that it enabled large 
banks to compete unfairly with small banks, led to a com
petitive ratcheting up of interest costs, and encouraged
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dangerously speculative loans* If a proposal to remove the 
prohibition for government deposits were to be placed before 
the Congress, it seems inevitable that the guestion would be 
reopened for all types of demand deposits. The Administra— 
tion s position on this issue, as contained in the recommen
dations to the Congress for change in the U. S. financial 
system, was that the payment of interest on demand deposits 
should remain prohibited for all institutions and we do not 
propose the U, S. Government be placed in a privileged 
position in this respect.

A second way of realizing earnings would be to put a 
portion of tax and loan balances into time deposits. The 
constraint here is the Federal Reserve regulation which 
provides for earning interest on deposits only if the time 
is 30 days or more. The average life of a tax and loan 
deposit is only about 10 days. There are periods for which 
 ̂limited part of the balance could be placed on deposit for 
30 days. At best, however, the earnings would fall far short 
of the full earnings potential of the balances. If the 
Federal Reserve were to reduce the allowable time period for 
time deposits, the earnings potential of the tax and loan 
balances would be improved; but it would take a period as 
short as seven days if this approach were to be reasonably 
satisfactory.

A third way of getting earnings on tax and loan money 
would be to invest the unneeded balances on a day-to-day 
basis in short-term money market instruments, preferably 
with the banks holding the tax and loan balances. At the 
present time corporations, states, cities, and other entities 
can establish arrangements with banks for the day-to-day 
investment of their operating cash balances in excess of 
daily needs in various money market instruments such as 
Treasury obligations acquired under repurchase agreements.
The Treasury does not have authority, however, to invest 
in this way. Also, the magnitude of Treasury balances as 
compared to any single corporation or political subdivision 
is such that forms of investment would be required that 
would not unduly disrupt money market rates. If the Treasury 
had authority to invest, actual investments could take what
ever form would be most advantageous to the Treasury and at

\
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the same time least disruptive to the money markets. For 
instance, one way to accomplish both objectives would be 
for the Treasury to loan on a secured basis to each bank 
maintaining a tax and loan account. This could be done 
when the funds would be available for a given period of 
time —  say three to seven or more days —  in a fixed 
percentage relationship to the tax and loan balance with 
the bank. In effect, the Treasury would invest through 
a particular bank by withdrawing funds from the tax and 
loan account with that bank. The investment would thus 
be accomplished at rates which would parallel current 
market rates for similar investments, but by not actually 
entering the market the impact on market rates would be 
nearly eliminated.

On balance, given the limitation on time deposits to 
30-day minimum maturities, it is believed that the direct 
investment technique outlined above should be chosen as a 
method to realize earnings on the balances. It is simple 
and straightforward, it is consistent with cash management 
practices in industry and in state and local governments, 
and it involves the least disruption of existing insti
tutional arrangements. Our conclusion is, therefore, that:

* Congress should consider legislation 
authorizing the Treasury to invest in 
money market instruments for cash manage
ment purposes.

Pending congressional action on investment authority, 
it is the Treasury's intention to pursue vigorously the two 
avenues that are clearly available without legal or regu
latory changes:

First, we will intensify our efforts to increase our 
balances at the Federal Reserve Banks, to the extent con
sistent with money-market stability? conversely, this will 
decrease our balances in tax and loan accounts. This 
necessarily means that the Federal Reserve System will 
have to compensate for greater swings in the Treasury 
balance at Federal Reserve Banks through existing techniques 
such as open market operations.



Second, we will experiment with placing funds in 30-day 
time deposits. Our preliminary conclusion is that converting 
tax and loan balances at particular hanks into time deposits 
at the same hanks would he administratively cumbersome and 
that, without extensive restructuring of the tax and loan 
system, relatively smaller portions of the balances of large 
hanks than of small hanks could he converted. An alternative 
that might he less cumbersome and more equitable would he 
for the Treasury to call specific amounts from tax and loan 
accounts and simultaneously offer to place the same aggregate 
amount into time deposits at tax and loan depositaries, 
accepting bids for such deposits in a competitive auction 
similar to a Treasury hill auction. At best, this too would 
he somewhat cumbersome and, it must he emphasized, only 
marginally productive in terms of earnings potential.

VIII. REIMBURSEMENT FOR SERVICES

The final item for consideration is the question of 
compensating hanks for services they perform for the Govern
ment.

Looking at individual hanks in the study, nearly all 
hanks had an earnings value Well in excess of the cost of 
services provided, but some far more than others, even when 
the average tax and loan balances were comparable in size. 
There was no consistency in the relationship between the 
earning value of tax and loan accounts and the scope or 
volume of services provided by banks for the Government, 
whatever services might he considered to be in the 
Government's behalf.

To ameliorate these differences, and to permit obtain
ing a fuller return on tax and loan balances without dis
couraging a large number of banks from participating in 
the system, certain services rendered by banks which we 
believe should be compensable, but which are not directly 
related to the existence of the tax and loan accounts, might 
be compensated for from appropriated funds. Allowance of 
offsets against the earnings value of tax and loan accounts 
is a possible alternative. However, the appropriation 
process appears more straightforward and equitable because
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(1) institutions which do not maintain tax and loan accounts 
usually also perform those services and as a matter of equity 
should receive compensation if banks do, and (2) the activity 
level of those services is not related to the activity level 
or earnings value of tax and loan accounts. H  ^

For those services that are within the Treasury's area 
of responsibility, we believe that only those relating to 
savings bonds should be compensable through appropriation —  
specifically issuance of savings bonds, redemption of savings 
bonds, and exchanges of 'E' for 'H' savings bonds. Services 
directly related to the tax and loan account and incidental 
services can appropriately be related to the residual value 
of the tax and loan accounts.

For services in other areas of responsibility, we 
cannot make final judgment, although applying the criteria 
stated in section IV would eliminate many of their face. In 
any event, we believe that these judgments should be made by 
the responsible agencies, with the knowledge that they would 
also have responsibility to seek the necessary financing.

The conclusion is, therefore, that:

• A system should be developed for compensating 
banks for the issuance and redemption of savings 
bonds by fees paid from appropriations.



EXHIBIT 1

QUESTIONNAIRE

ON TREASURY TAX AND LOAN ACCOUNTS

Name and location 
of bank ______

For the general guidance of respondents:

Exclusions: Nothing in this questionnaire pertains 
to special services performed by a bank
(1) in the capacity of a depositary and 
financial tigent of the Government 3 or
(2) in an office located at a Federal 
Government installation. No data relat
ing to these services are to be included 
in any of the responses.

Additions : Every bank should feel free to attach to 
this questionnaire any statement it wishes 
to make to present its views beyond the 
responses to the specific questions covered.

FOR SUBMISSION TO:

Fiscal Assistant Secretary 
Department of the Treasury 
Washington> D. C. 20220
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(Nane and Location of Bank) 
P A R T I

TREASURY TAX AND LOAN ACCOUNT BALANCES AND DEPOSITS; AND EXPENSES 
INCURRED IN SERVICING THE ACCOUNT, INCLUDING PROCESSING FEDERAL TAX DEPOSITS

A-Balances - calendan year 1972 /in thousands of do ttors/

Month Balance Per Books of Your Bank Balance Per Federal Reserve Bank Books

End of 
Month High

Sfe
Low

Daily
Average 1/

End of 
Month High Low

Daily
Average 1/

January...
February...
March.....
April.....
May......
June.....
July.....
August....
September

- — —
October...
November....
December....

Totals.... XXXXXX XXXXXX XXXXXX XXXXXX XXXXXX XXXXXX

Average 
daily bal
ance for 
the year 2/ XXXXXX XXXXXX XXXXXX XXXXXX XXXXXX XXXXXX

If The average daily balance for each month should be computed by totaling the balances for all calendar days of 
the month and dividing by the number of calendar days in the-month. For nonbusiness days, repeat the balance 
as of the preceding business day.

2/ For these purposes it will be sufficiently precise to divide the preceding total by 12.

o
M



Page 2 o f  12

(Home and Location of Bank)

B - Deposits to Treasury tax and loan account during 
calendar year 1972M representing:

1. Sales of savings b o n d s ......... .........  $

2. Subscriptions for new issues o f  Government
securities.............................  $

3. Federal tax deposits.... ................  $

Total $
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(None and Location o f  Bank)

C - Expenses in servicing Treasury tax and loan account and 
processing Federal tax deposits in calendar year 1972

1. Servicing Treasury tax and loan account:

a. Credits:
(1) Number of entries *..................  .......

(Number)
(2) Expense per entry 1/ .......  $
(3) Total expense ¿(1) times (2)J..... ..... " ' J

b. Debits:
(1) Number o f  entries....................  .____

(Number)
(2) Expense per entry 1/....... . $
(3) Total expense ¿/f1) times (2)J,........... <f

c. Other expenses 3 i f  any 2f. ................  $

d. Total expense ¿servicing account, ............  $

2, Handling Federal tax deposits:

a. Number of items processed,............ ... .......
(Number)

b. Per-item expense factor 1/,.......... .... $_______
c. Total expense ¿for "a" times ,rbf/..........  $

d. Other expenses, if any 2/....      $

e. Total expenseA Federal tax deposits,......... $

3, Total expense ¿_ Id plus 2 e ................. $

y  P lease a ttach  to  th is  page a separate exp lanation  o f the b a s is  fo r  
computing these expenses. P lease  l i s t  each major p ro ce ssin g  step and 
the d ire c t and in d ire c t co st a llo ca te d  to  each step. For h an d lin g  
Federal tax  d e p o sits, i f  the per-item  expense exceeded ( l )  your charges 
fo r  each c o lle c t io n  item  handled under lock-box  arrangement, or (2 ) your 
charges to customers fo r  de p o sits c o n s is t in g  o f a s in g le  check, p lease  
exp lain  the b a s is  fo r  the d iffe ren ce .

Please describe on a separate sheet attached to this page.



(Name and Location o f  Bank)

D, Earning value o f  tax and loan account balance

1. Is the value to your bank o f  the loanable balance in 
the tax and loan account (ledger balance on your bookss 
less legal reserve) at least equal to the Federal funds 
rate (as published in the Federal Reserve Bulletin)?... (Yes or |

2. I f  n oy give your reasons

3, What published rate (e.g.y Treasury bill rate9 prime 
bankers acceptance rate> etc.) do you feel more closely 
approximates the value o f  the TT&L account balance to 
your bank? I f  you do not feel that a published rate, 
per se> is a reasonable measure3 please indicate what 
formula tied to a published rate is realistic
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P A R  T II 

OTHER SERVICES

Except as otherwise indicatedl, any data reported in 
Section A through F of this Part should he for the quarter 
ending March 31, 1973. Wherever data at the levels requested 
are not available directly from existing records, it will 
suffice for these purposes if the information for the entire 
quarter is estimated, using as a base the actual data for a 
current period of 30 days. Where figures furnished are other 
than actual data compiled for the entire quarter, please identify 
them as estimates and explain the estimating method used.

For some of the services covered in this Part (e.g., 
cashing Treasury checks, handling subscriptions for Government 
securities and handling matured Government securities) an 
assumption appears fundamental: If a bank does not provide 
such services to noncustomers, or charges a fee for noncustomers 
not charged for customers, it may reasonably be assumed that the 
bank is providing the service to customers on the basis o f  its 
over-all relationship with them. Consequently, any expeyise 
involved in providing the services to customers should not be 
compensable.



(Nane and Location o f  Bank)

(Yea or No)

(Yes or No)

A - Handling Treasury Checks

1. Do you cash Treasury checks for nonaustomers? ....
a. If yes, do you charge a fee?,...............
b. If you charge a fee, insert the amount or describe

it here i f  it is variable____ ________________

2. Data on Treasury checks for the quarter:

a. Cashed for customers....... ................ ......
(Number)

b . Cashed for noncustomers........... ..................$
(Number)

c. Included in deposits by business firms, other
banks and individuals.......... ............  ...... $

(Number)

d . Totals £ a  through c _ J ................... .......$
(Number)

3. Describe method used to distinguish between 2a,
b and c. __________________________

4. What is your per-check expense for cashing Treasury checks 
for:

a. Customers 1/..............................  $.

b. Noncustomers 1 /............................  $.

5, Data on Treasury reclamations from your bank in calendar 
year 1972 relating to forged, altered and other fraudulently 
negotiated checks:

a. Number o f  checks and dollar value............. ......$
(Number)

b. What part o f  "a" has been or is likely to be re
covered from the depositors or others, except from
your own insurance coverage..................   $

(Number)

l/ Please describe on a separate sheet (attached to this page) the factors 
considered and the method used in determining, separately, each of these 
per-check expenses.
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B.

(Name and Location o f  Bank)

Handling* subscriptions to U.S. securities (other than savings 
bonds) on original issue.

2, Do you handle subscriptions to U.S. securities for:

a. Noncustomers............................  ^
(Yes or No)

b. Customers.............................  _________
(Yes or No)

2. If yes, do you charge a fee for:

a. Noncustomers. ...............     _
(Yes or No)

b. Customers...................... ......... .......
(Yes or No)

— ■ I 3. If yes3 how is the fee computed for: 

a. Noncus tomers__________________

b. Customers

14. Expense in handling subscriptions for the quarter Jj* $_

■ Please furnish the following data for the 
quarter:

a. For noncuatomers:

(1) Cash offerings:

(a) Number o f  tenders or subscriptions for
the q u a r t e r........ *...........  ...  ,

(Number)
(b) Total dollar value* ...............  $.
(c) Total expense incurred 2/ .......... $

(2) Exchange offerings:

(a) Number of subscriptions for the quarter:
(Number)

(b) Total dollar value.................  £,
(c) Total expense incurred 1 / .....*....  $



(Nome and Location o f  Bank)

b. For customer8:

(1) Cash offerings:

(a) Number o f  tenders or subscriptions for
the quarter ................. .......  .... ..

(Number)
(b) Total dollar value.................  $

(c) Total expense incurred 1/........... . $

(2) Exchange offerings:

(a) Number of subscriptions for the
quarter................ .......... ______

(Number)
(b) Total dollar value................. $

(o) Total expense incurred 2/ ..........  $

(3) What part o f  the expense on line (l)(c) and
(2)(q )3 in servicing customers3 has been 
recovered from the customers in one way or 
a n o t h e r ?____________________________

}J  D escribe  in  d e ta il,  on a separate  sheet attached to  t h is  page, 
how any expenses shown in  th is  se c tio n  were computed.
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(Name of Bank and Location 

C. Handling matured Government securities,
1. Do you handle matured Government securities for:

a . Noncustomers................ .........
b. Customers............................

2. I f  yes» do you charge a fee for:

a. Noncustomers..........................
b . Customers........ ....................

3. If yes» how is the fee computed for:

a. Noncustomers__________ ________________
b. Customers _______________________

(Yes or No)

(Yes or No)

(Yes or No)

(Yes or No)

4. Expense in handling matured securities for the
quarter If ................................  $.

5, Please furnish the following data for the 
quarter:

a. For noncustomers:

(1) Number o f  transactions for the quarter...
(2) Total dollar value....................
(3) Total expense incurred If......... .....

b. For customers:

(Number)
è
$

(1) Number o f  transactions for the quarter

(2) Total dollar value................
(3) Total expense incurred If..........

(Number)
$

c. What part o f  the expense on line b(3)» in servicing^ 
customers» has been recovered from the customers» in 
one way or another?______ __________________

1f  DQRQ-ri’bfi i n d e ta il,  on a separate sheet attached to  th is  page, how any 
expenses in  th is  se ctio n  were computed.



(None and Location o f  Bank)

D . Issuing U.S. savings bonds,

1. Payroll savings plans o f  customers:

a. Number o f  savings bonds issued in the quarter ...
_ (Number)

b . Dollar value purchase price/.......... ..... $
c. Expense, per item 1/ .......................  $______
d. Total expense /  a times c/.. . ....  $
e . To what extent is the expense /  item d/ recovered 

from the customer?__________________________

/. Do you also provide payroll accounting service for 
customer8 on whose behalf you issue savings bonds?
Explain i f  necessary. _________________ _ 755a or No)

£.Bond-a-month plan:
a . Number o f  savings bonds issued in the quarter by

periodic charges to accounts of individual
depositors............... .................  '____

* _ 1 (Number) ♦
b . Dollar value / purchase price/................  $
c. Expense, per item 1 / ..... ..................  $______ ■ ~
d. Total expense (a times c)....... ........... . $ ___

3. Over-the-counter sales:

a. Number of savings bonds issued in the quarter..... _______
_ _ (Number)

b. Dollar value /  purchase price/. ...............  $
c. Expense9 per item 1/ ... . .̂.... .............. $____
d. Total expense ¿_a times c/ ................ .. $

4. Please indicate, for each o f  the three categories above, 
the number o f  business days (on the average) that elapse 
from the time you receive payment for the savings bonds 
to the time you credit the payment to the Treasury tax 
and loan account:

a. Item 1 ...................................
b. Item 2 ....... .................... . "
c. Item 3 ...................................  —

V~ D escribe  in  d e ta il,  on a separate sheet attached to  th is  page, how any 
expenses shown in  th is  se c tio n  were computed.
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(Name and Location o f  Bank)

E. Paying (redeeming) V» S . savings bonds,

1. Number o f  transactions for the quarter 1/

2. Number o f  bonds paid: 1/

a. For customers...................

(Number)

(Number)

b. For noncustomers........ ...............  .......
(Number)

c. Total a plus b j .......................  — ■ ..—-
(Number)

3. Total reimbursement for line 2c / paying agent fee/ £__
4. Do you feel the present fee schedule is adequate?... _____________

(Yes or No)

5. I f  your answer to item 4 is "N o", please indicate
what you feel the fee schedule should be and give 
your reasons.________ _____________________ _

1/ For mrarnplft, nnp i ndi v i rhml -redeeming 3 “bonds would “be counted as one 
tran sa c tio n  on lin e  1 and three bonds on lin e  2.
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F. Recordkeeping* reporting and other services that are mandatory under
Federal statutes

There is a basic issue of principle whether a b a n k rs expenses in 
doing things specifically required by law should be compensated for by 
the earning value o f  a Treasury tax and loan account. In connection 
with this issue, two questions are relevant:

1. Does the statute requiring the recordkeeping or reporting 
provide for reimbursement in any form? If not* what is the justifica
tion for providing it administratively through Treasury tax and loan 
accounts? If a statute does provide for compensation* what would be 
the justification for supplementing it indirectly through the value o f  
Treasury tax and loan accounts?

2. Are other business firms (in particular other types o f  financial 
institutions)* which do not have the benefit o f  Treasury tax and loan 
accounts* similarly required to comply with the statute?

We welcome any views you may wish to express on this issue of 
principle. Please make your statement on a separate sheet* attached to 
this page.

I f  there are any particular services in this category that you feel 
are properly compensdble through your tax and loan account* please list 
them separately* and indicate for each the magnitude of the service and 
your rationale. For any listed service* please indicate the expenses 
incurred.



EXHIBIT 2

SELECTION OF BANKS FOR THE SURVEY

Of the more than 13,000 banks with tax and loan accounts, we decided 
to send questionnaires to a group of 600, which we felt was small enough 
to be manageable for our survey but large enough to provide a valid sample.

In determining which banks to use, we first selected the 300 banks 
with the largest average balances. Each of these average balances was more 
than $1.5 million, and in the aggregate they represented almost three-fourths 
of the total average balances. At the other extreme we excluded all banks 
with average balances that were too small to have any material bearing on the 
study. An average balance of only $38?000 was a logical breaking point for 
this purpose, and that criterion resulted in complete exclusion of 5,758 
banks, which had less than one percent of the aggregate balances.

To select the other 300 banks from among the remaining 6,953 banks, 
we first divided these banks into 16 average-balance categories. The number 
of banks selected from each category gave effect to the total number of 
banks and the total average balances in each category, with equal weight to 
both factors.

To ensure the selection of banks from throughout the country, the 
United States was divided into four virtually equal regions based on the 
number of banks in each State. The number of banks selected from each 
region for each category was based solely on the number of banks. This was 
also the factor used to determine from which States within a region the 
banks were selected.

Each of the average-balance categories was then subdivided into as 
many subcategories as there were banks to be selected. At this point the 
name of a State was randomly selected, and the bank in that State which 
came nearest to the midpoint of that subcategory was selected for the study.

In the exhibits which follow, the results of our re-study are shown in 
categories consistent with the three broad classifications of banks which 
have been in use over the years. These classifications and the groupings 
for this study are explained in the following paragraphs.

In order to facilitate the scheduling of withdrawals from tax and loan 
accounts, banks maintaining such accounts have long been administratively 
divided into three groups (A, B or C) based on the size of their accounts; 
the dollar volume of credits in an account during one year determines the 
bank’s classification in the following year. When we began selecting banks 
to participate in the re-study, there were 13,011 banks maintaining tax and 
loan accounts, classified as follows:

Group A 
Group B 
Group C

11,180 (the smallest) 
1,557 (the intermediate)

27^ (the largest)



Questionnaires were sent to all of the 2 7k C hanks and the 26 B hanks 
with the largest tax and loan accounts, thereby aiming at total coverage 
for the 300 largest hanks in the system. Of the remaining hanks, 108 B 
hanks and 192 A hanks received the questionnaire hy random selection as 
described above.

This mix of 600 banks, representing a workable questionnaire volume of 
less than 5 percent of the total number of banks in the system, met the 
objective of coverage for the greatest portion of the dollar flows in the 
system as well as a cross section of that portion of the coverage which 
related to the smaller dollar flows.

The following table summarizes the total number of banks in each group, 
the number which received the questionnaire, the number which did or did not 
respond, and the number which were not furnished a questionnaire.

Total Received Questionnaires
# Of 
Banks Total Responded

Did not 
Respond

Did Not Receive 
Questionnaires

Group C 27^ 27k 267 7 0

Group B:
Largest in Group B 26 26 2k 2 0 '
All Others in Group B 1,531 IO8 103 5 1,^23

Total, Group B 1,557 ié* 127 7 1,^23

Group A:
Largest within Group A 
(for sampling) 5,k22 192 163 29 5,230

Smallest (excluded) 5,758 0 0 0 5,758

Total, Group A 11,180 192 163 • 29 10,988

Grand Total 13,011 600 557 ^3 12,kll



EXHIBIT 3

SERVICING TAX AND LOAN ACCOUNTS 
AND PROCESSING FEDERAL TAX DEPOSITS

The reports submitted by banks showed the costs incurred in servicing 
tax and loan accounts and in processing Federal Tax Deposit forms (FTDs) 
during the 1972 calendar year. In servicing the tax and loan account itself, 
the costs related primarily to the handling of debit and credit entries; 
banks also reported other miscellaneous costs such as periodic audit and 
reconcilement of the account. Of the reporting banks, 1+53 banks furnished 
information regarding the costs for servicing the account. These costs 
totaled $819,21+6. Ey extrapolating the cost data submitted by the 1+53 re
porting banks to cover the 12,558 remaining banks which did not participate 
in the study, or which did not include the necessary data in their returned 
questionnaires, it was determined that the estimated costs of the 12,558 
nonreporting banks would be $2,681*1+1+2. The total estimated cost of the 
13,011 banks for servicing the account would therefore be $3?500,688.

During the 1972 calendar year, 3l+,61+3,786 FTDs were processed by deposi
taries. The 530 reporting banks which furnished the number of FTDs processed 
handled 16,1+56,515 or 1+7*5io of the total number. Of these 53° banks, 1+1+9 
also furnished information regarding the costs for processing FTDs. The 
following table is based upon an analysis of such costs:

Class
Number 
of Banks

Number of 
FTDs Processed

Universal 
Weighted Average 
Cost Per FTD l/

Total Cost for 
Processing FTDs

A 109 171,838 $ .1+217 $ 72,1+61+

B 81 570,373 .1+217 21+0,526

C 259 14,637,^96 .1+217 6,172,632

Total 1+1+9 15,379,707 $ .1+217 $ 6,1+85,622

The 12,562 banks which did not participate in the study, or which did 
not include the pertinent data in their returned questionnaires, handled the 
remaining 19,261+,079 FTDs, which, at a weighted average cost of $.1+217 per 
FTD, would establish their total estimated cost as $8,12l+,763* The total 
estimated cost to all 13,011 banks for processing FTDs would therefore be
$ll+,6lO,385.

In their responses to the questionnaire, some reporting banks included 
certain items such as audit, reconciliation, and postage under "Other Expenses" 
in servicing the tax and loan accounts. Other banks, however, included these 
items under "Other Expenses" in processing FTDs. The simplest and most equi
table means of measuring these expenses reported by banks is to express the 
total expense for servicing the account and for handling FTDs in terms of cost 
per FTD processed. As illustrated in the above table, the weighted average



cost for processing FTDs was $.*+217 per FTD. Following this same approach, 
the estimated cost of servicing the tax and loan account itself would he 
equivalent to $.1011 per FTD. Therefore, the combined weighted average cost 
for processing FTDs and servicing the account would be $.5228 per FTD. The 
combined cost for the *+*+9 banks which furnished cost figures is expressed 
in terms of "cost per FTD processed" in the following table:

Class
Number 
of Banks

Number of 
FTDs Processed

Combined Universal Weighted 
Average Cost for Servicing 
the Account and Processing 

FTDS (Per FTD) l/

Total Cost 
for Servicing 
the Account and 
Processing FTDs

A 109 171,838 $ .5228 $ 89,837

B 81 570,373 .5228 298,191
C 259 1^,637,496 . 5228 7,652,483

Total *+*+9 15,379,707 $ .5228 $ 8,0*+0,511

On this basis, the estimated costs for the 12,562 banks which did not 
participate in the study, or which did not include the pertinent data in their 
returned questionnaires, would be $10,070,562, and the total estimated cost 
for all 13,011 banks for processing FTDs and servicing the account would be 
$18,111,073.

1/ The weighted average cost was determined by first extrapolating the acti
vity and cost data submitted by reporting banks to cover the nonreporting 
banks, by categories, and then computing a universal weighted average cost 
for all 13,011 banks which maintain tax and loan accounts and process FTDs.



U.S. SECURITIES (OTHER THAN SAVINGS BONDS)
HANDLING SUBSCRIPTIONS ON ORIGINAL ISSUE AND HANDLING MATURED SECURITIES

Number of Banks Surveyed ............. ..........................  600
Number of Banks which Submitted Responses to Questionnaire ...... 555

I. Responses to the Section on Handling Subscriptions on Original Issue. II. Responses to the Section on Handling Matured Securities.

Noncustomers Number Noncustomers Number

(1) Banks that do not handle subscriptions
for noncustomers...... ................   22k

(2) Banks that handle subscriptions for
noncustomers for a fee ............... . 208

(3) Banks that handle subscriptions for ,
noncustomers without a fee ...............  108 —'

(1*) Banks that did rot complete this
section ...........    15

Totals ....................  555

Customers
(l) Banks that do not handle subscriptions

for customers ...................  3k
(2) Banks that handle subscriptions for

customers for a fee  ......     276
(3) Banks that handle subscriptions for’

customers without a fee ...............  188
(1+) Banks that did not complete this

section .................................. 37
Totals ......    555

1*0.14
(1 ) Banks that do not handle matured 

securities for noncustomers ........... .. 209 37.6%

37.5$
(2) Banks that handle matured securities 

for noncustomers for a fee ............ .. 110 19*8%

19.14
(3) Banks that handle matured securities 

for noncustomers without a fee ........ .. 219 -/ 39*5%

. 2.7 %
(*> Banks that did not complete this 

section........................ ..... .. 17 3*1%
100.0% Totals .......... . .* 555 100.0%

9.7%
(1)

Customers
Banks that do not handle matured 
securities for customers .............. ** 33 6.0%

1*9*7%
(2) Banks that handle matured securities 

for customers for a fee ............... .. 12l* 22.3%

33*9%
(3) Banks that handle matured securities 

for customers without a fee ........... ** 357 61*. 3%

6.7 %
(1+) Banks that did not complete this 

section................. ............ 1+1 7.1+%
100.0% Totals ............... .. 555 100.0%

./ However, of these 108 banks, only 13 reported any actual subscriptions 2/ However, of these 219 banks, only 57 reported handling any matured 
handled. securities.

EXHIBIT



REDEMPTION OF U.S. SAVINGS BONDS 
DURING CALENDAR YEAR 1972

EXHIBIT 9

During the calendar year 1972, of the 107,9AA,00A Series E Savings Bonds 
and Savings Notes redeemed and charged to the Bureau of Public Debt, 105,1^1,168 
were redeemed by paying agents for a fee.

Each paying agent receives reimbursement quarterly for bonds redeemed at 
the rate of $.15 each for the first 1,000 bonds paid and $.10 each for all over 
the first 1,000. During the calendar year 1972 all paying agents received 
reimbursement in the amount of $13,696,352 for paying 105,141,168 savings bonds, 
or an average of $.13026 per bond.

The following table reflects the number of Series E Savings Bonds and 
Savings Notes redeemed by banks as compared to all other paying agents l/:

Class of Agent
Number of 
Bonds Paid

Percent of 
Number Paid

Number 
of Agents

Banks 96,729,875
Others 8,All,293

lh,7062,256
Total 105,1^1,168 100# 16,962

Of the reporting banks, 445 furnished information regarding the number of 
savings bonds redeemed and indicated what they felt the appropriate fee should 
be for the redemption of savings bonds. The following table is based upon an 
analysis of these per-item fees.

Class
Number 
of Banks

Number of Savings 
Bonds Redeemed

Universal Weighted 
Average Fee Per 
Savings Bond 2/ Total Cost

. A 125 669,580 $ .2941 $ 196,923
B 70 1 ,311*, 816 .2941 386,687
C 250 35,201,368 .2941 10,352,722

Total 445 37,l85,76U $ ,291+1 $ 10,936,332

After deducting an estimated 2,272,995 savings bonds redeemed by banks which 
did not maintain tax and loan accounts (principally mutual savings banks), the 
12,566 tdx and loan depositaries which did not participate in the study, or which 
did not include the pertinent data in their returned questionnaires, redeemed the 
remaining 57,271,116 (96,729,875 - /37,l85,76h + 2,272,9957) savings bonds re
deemed by banks, which, at a weighted average cost of $.2941 per bond, would 
establish their total estimated cost as $16*841,889« Thus, the total estimated 
cost to the 13,011 tax and loan depositaries, based upon the suggested fee 
schedule provided by the reporting banks, would be $27,778,221.

1/ While the total number of bonds paid is on an actual basis, the breakdown between 
classes of paying agents is ah estimate based on data developed in a previous year 

2/ The weighted average fée used above was determined by first extrapolating the 
activity and cost data submitted by reporting banks to cover the nonreporting 
banks, by categories, and then computing a universal weighted average cost 
for all 13,011 banks which maintain tax and loan accounts.



EXHIBIT 6

ISSUANCE OF U.S. SAVINGS BONDS 
DURING CALENDAR YEAR 1972

Reports provided by the Federal Reserve Banks for calendar year 1972 show 
that banks accounted for approximately 53$ of the savings bonds issued during 
that year. The following table reflects the number of savings bonds issued by 
banks as compared to all other issuing agents:

Class of Agent
Amount 
of Bonds

lîumber 
of Bonds

Percent of 
Number Issued

Number 
of Agents

Banks $ 3,089,373,865 69,100,100 53 i ll+,637
Others 2,7I+1 ,870,601+ 61,318,719 1+7 % 3,958

Total $ 5,831,21+1+,̂ 69 130,1+18,819 100 i 18,595

Of the banks which responded to the questionnaire in the current study,
U3I+ furnished information concerning the distribution of savings bonds issues 
among payroll-savings, bond-a-month, and over-the-counter sales; that informa
tion is summarized in the attached table. The table also reflects the results 
of an analysis of the costs reported by banks for issuing the savings bonds by 
the three methods *

From the table, it can be seen that the I+3I+ reporting banks issued 
25,12^,889 of the 69,100,100 savings bonds issued by banks, at a cost of 
$10,^91,1+99. After deducting an estimated l,7ll+,97l+ savings bonds issued by 
banks which did not maintain tax and loan accounts (principally mutual savings 
banks), the 12,577 tax and loan depositaries which did not participate in the 
study, or which did not include the pertinent data in their returned question
naires, issued the remaining 1+2,260,237 (69*100,100 - 725*121+,889 + 1,71^+j97̂ +7) 
savings bonds, at an estimated cost of $¿0,201,126. Thus, the total estimated 
cost to the 13,011 banks for issuing 67,385*126 savings bonds would be
$30,692,625.



VARIOUS CATEGORIES OF ISSUANCES OF 
SAVINGS BONDS AND RELATED COSTS

Universal
Category of Savings Bond 

Issue
Class of 

Bank
Number of 

Banks
Number of 

Bonds
Weighted Average 
Cost Per Bond l/

Total
Cost

1 . Payroll Savings A lb6 116,380 $ .32 $ 37,21*2

B 97 556,988 .32 178,236

C 191 17,591,375 .32 5,629,2̂ 0

Subtotal hsk 18,26^,7^3 $ .32 § 5,81*1*,718

2. Bond-a-Month A lb6 1 1,69^ $ .56 $ 6,51*9

B 97 6k, 3 0 8 .56 36,012

C 191 591,076 .56 331,003

Subtotal 667,078 $ .56 $ 373,561*

3. Over -the -Counter A lb6 150,31*8 $ .69 $ 103,71*0

B 97 1*15,925 .69 286,988

C 1# 5,626,795 .69 3,882,1*89

Subtotal 1*3** 6,193,068 $ .69 $ 1*, 273,217

b. Total All Issues 1+31* 25,12^,889 $ 10,^91,^99

l/ The weighted average cost was determined by first extrapolating the activity and cost data submitted 
by reporting banks to cover the nonreporting banks, by categories, and then computing a universal 
weighted average cost for all 13,011 banks which maintain tax and loan accounts.



EXHIBIT 7

HANDLING TREASURY CHECKS

In requesting data on the services listed in Part II of the question
naire, Treasury realized that some of the data might not be available from 
existing records at the levels requested. In these circumstances, banks were 
requested to estimate, using as a base the actual data for a current period 
of 30 days and explaining the estimating method used.

It was obvious from the responses that many of the estimated figures did 
not meet the test of reasonableness. This was particularly true with respect 
to the responses received in connection with the handling of Treasury checks. 
We nevertheless used all reported figures on handling Treasury checks to com
pile the following tables, since we had no objective means available to verify 
the accuracy of the data.

Of the banks responding to the questionnaire, only 3 0k provided the re
quested breakdown between Treasury checks cashed for customers, cashed for 
noncustomers, and deposited. For those banks, the table below shows the 
composite result of this breakdown, indicating that a very small percentage 
of payees of Treasury checks cash such checks at banks where they do not have 
an account.

Cashed for noncustomers 
Cashed for customers 
Deposited

Total

Number

2,893,138
13,017,916
65,066,578

80,977,632

Percentage

3.6 io 
1 6 . li 
80.3$ .

100.'

In addition to the data requested as to the volume of checks handled, 
banks were asked to provide data on their per-check expense for cashing 
Treasury checks for customers and for noncustomers. The 277 banks responding 
to this request reported the following data:

Cashed for noncustomers 
Cashed for customers

Number

2,81*3,776
12,829,601

Per-Check Expense

$ .278
.205

Banks were also requested to provide data on the amounts reclaimed from 
them by the Treasury during 1972 for forged, altered, and other fraudulently 
negotiated Treasury checks, and the amounts subsequently recovered by banks 
from depositors or others (except from their own insurance coverage). The 
226 banks responding to this request repented the following data:

Number of Checks 
Dollar Amount

Reclaimed by Treasury

32,938 
$ 5,071+,600

Recovered by Bank from 
Depositors or Others Percentage

27,730 Qb.2$
$ k,289,700 Qk.5%

Ave. Amt. of Check $ 15U $ 155



In 1972 the Treasury reclaimed approximately $11,150,000 for paid Treas 
ury checks and refused payment on an additional $5,000,000. Thus, of the 
total $15,150,000 relating to forged, altered, and other fraudulently negoti 
ated Treasury checks during 1972, it seems reasonable to conclude that banks 
suffered estimated losses of approximately 15% of the dollar amount or an 
estimated $2,272,500,



EXHIBIT 8

VOLUNTARY SERVICES

Service
Total Number of Banks 

Referring to the Service

1. Supplying income tax forms to the public ......... 81+

2. Handling commemorative coins ..................... --- 1+1

3. Participating in the food stamp program.......... ___ lll+

1+. Selling Federal Transfer stamps .................. --- ll+

5. Exchanging ’E* Bonds for ’H* Bonds ............... 77



EXHIBIT 9

MANDATORY SERVICES

Service

1. Reporting interest and dividend payments to
1RS (Form 1099) .......*...............

2. Handling 1RS tax liens and subpoenas .......

3. Keeping financial records and reporting
currency and foreign transactions ....... *.

k. Keeping records and making reports involving 
Treasury’s foreign assets control operation

5. Complying with provisions of the Interest
Equalization Tax Act .......................

6. Microfilming checks under the Dank
Secrecy A c t ...........................

7. Maintaining list of "Designated Nationals" .

8. Obtaining taxpayers’ ID numbers or Social 
Security numbers on new accounts ...........

Total Number of Banks 
Referring to the Service

136
Ilk

67

27

17

15

11

8



EXHIBIT 10

EARNING VALUE OF THE TAX AND LOAN ACCOUNT BALANCE

In response to the question "Is the value to your bank of the loanable 
balance in the tax and loan account (ledger balance on your books, less legal 
reserve) at least equal to the Federal funds rate (as published in the Federal 
Reserve Bulletin)?", 279 banks, or 50.3% of the respondents, indicated "yes."

The banks were then asked ttfiat published rate most closely approximates 
the value of the tax and loati account balance to the bank. A number of banks 
took this opportunity to qualify their "yes" response to the first question. 
The following summation of the responses to this question shows that more than 
60% of the banks felt that some rate other than the Federal funds rate was the 
best measure of the value of the balance to their bank.

Number of Banks
Rate Cited Citing Rate
A. Federal funds rate

A-l Federal funds rate... ......................... 212
A-2 Federal funds rate reduced by either a specified 

number of basis points or a certain percentage of
the Federal funds rate ............ ....... . 16

A-3 An average of the Federal funds rate and one or
more other money market rates ........... ........  10

Total number of banks which cited the Federal
funds rates or some vàriation thereof ....... 238

B. Treasury bill rate
B-l Treasury bill rate (unspecified) ....... 88
B-2 Treasury bill rate reduced by either a specified 

number of basis points or a certain percentage of
the Treasury bill rate .......................... 5

B-3 90-day Treasury bill rate ........ ........ ......  54
B-3a 90-day Treasury bill rate reduced by either a 

specified number of basis points or a certain
percentage of the 90-day Treasury bill rate ...... 4

B-4 30-day Treasury bill rete ................. . 23
B-5 15-to 30-day Treasury bill rate ............ . 2
B-6 Short term (unspecified) treasury bill rate..... . 4
B-6a 14-day Treasury bill rate ............... . 2
B-6b 7- to 10-day Treasury bill rate ••.•••..........  3

B-7 An average of the Treasury bill rate and one or 
more other money market rates (other than the 
Federal funds rate) •••..•••..................... 4

Total number of banks which cited the Treasury
bill rate or some Variation thereof.........  189



2

C. Prime rate... .............. ........... 12
C-l Prime rate reduced by either a specified number of

basis points or a certain percentage of the prime rate .... 5
D. Federal Reserve Bank rediscount rate ...... ........... .. 14
E. Bankers acceptance rate 5
F. Passbook savings rate.... . 6
G. No acceptable published rate ......... ................ . 21
H. No comment (included in this category were banks which did 

not answer any of the questions òn this topic and those 
which responded "no" to the first question but did not
suggest an alternate rate) ................. ..........  31

I. Others (no rate included in this category was cited by
more than four banks) ... ................. . 34

TOTAL 555



SUMMARY OF ESTIMATED INCOME AMD EXPENSE FOR THE 600 T&L DEPOSITARIES SURVEYED *
Less TT&L

# of 
Banks

Balance per 
Bankrs Books

Less :
Reserves of

Net
Balance

Earnings on Net 
Balance @5*5 io

and
r’TD Costs

Earnings after 
TT&L and PTD Costs

Less Costs for Handling Savings Bonds 
Issuance Redemption Total

Net
Earnings

Largest Banks
All C Banks 2?1 £ 3,588,318 $ 51*9,013 $ 3,039,305 $ 167,16-2 $ 9,31*5 $ 157,817 $ 13,1*95 $ 9,071 $ 22,566 $ 135,251Largest B Banks 26 75,601 9,677 65,921* 3,626 157 3,!*69 353 187 5I+0 2',929
Subtotal 300 3,663,919 558,690 3,105,229 170,788 9,502 161,286 13,81*8 9,258 23,106 138,180

All Other Banks
All Other B Banks

Selected 108 120,626 H+,958 105,668 5,812 225 5,587 6?1 318 089 1*,598Selected A Banks 192 1*2,780- k, 7l*9 38,031 2,092 159 1,933 185 51* 239 1,691*
Total 600 $ 3,827,325 $ 578,397 $ 3,218,928 $ 178,692 $ 9,886 $ 168,806 $ ll,70l $ 9,630 $ 21* ,331* $ ll*l*,l*72

SUMMARY OF ESTIMATED INCOME AM) EXPENSE FOR ALL T&L DEPOSITARIES *
Less TT&L

$ of Balance per Less: Net Earnings on Net and v Earnings after Less Costs for Handling Savings Bonds Net
Banks Bank's Books Reserves of Balance Balance @ 5.57? LTD Costs TT&L and FTB Costs Issuance Redemption Total Earnings

Largest Banks
All C Banks 27!+ $ 3,588,318 $ 5l*9,0l3 $ 3,039,305 $ 167,162 $ 9,31*5 $ 157,817 $ 13,195 $ 9,071 $ 22,566 $ 135,251
Largest B Banks 26 75,601 9,677 65,921+ 3,626 157 3,169 353 I87 5l0 2,929
Subtotal 3OO 3,663,919 558,690 3,105,229 170,788 9,502 161,286 13,818 9,258 23,106 138,180

All Other Banks
All Other B Banks 1,531 1,709,968 212,036 1,1*97,932 82,386 2,987 79,399 8,117 1,229 12,616 66,753Largest A Banks 5,1*22 1,208,087 13l*,098 1,073,989 59,069 1,1*70 51,599 5,378 1,522 6,900 17,699
Smallest A Banks 5,758 263,180 29,213 233,967 12,868 1,152 11,716 3,050 16l 3,511 8,205
Total 13,011 $ 6,81*5,151+ $ 9 3 M 3 7 $ 5,911,117 $ 325,111 $ 18,111 $ 307,000 $ 30,693 $ 15,170 $ 16,163 $ 260,837

* Dollar amounts in rounded thousands.



EXHIBIT 12

RATE OF RETURN ON TAX AND LOAN BALANCES, SELECTED BANKS

The following comparisons of pairs of C banks illustrate the disproportionate 
relationships Which now exist between the value of services provided by banks having 
virtually identical tax and lo&n account balances.

Bank
Identification

Average Daily 
T&L Balance

Estimated 
Total Expense 1/ Net Rate

Estimated
of Return on Balance 2/

C-137 $ 98,533,000 $ 746,145 3.75%
C-116 105,344,000 43,029 4.47%
C-121 53,837,000 463,087 3.64%
C-117 51,021,000 74,259 4.36%
C-147 43,082,000 1,232,630 1.65%
C-95 47,335,000 98,431 4.30%
C-260 28,784,000 265,822 3.59%
C-25 27,186,000 73,198 4.49%
C-71 23,895,000 265,125 3.40%
C-197 23,215,000 38,120 4.35%
C-67 14,729,000 264,641 2.71%
C-187 14,520,000 33,986 4.52%
C-159 13,914,000 198,726 3.08%
C-104 13,714,000 32,467 4.27%
C-77 12,210,000 187,533 2.97%
C-49 12,318,000 31,241 4.50%
C-156 5,009,000 108,837 2.34 %
C-113 5,019,000 16,112 4.44%
C-lll 4,688,000 354,468 (3.05%) 3/
C-138 4,779,000 23,069 4.27%

1/ This figure reflects expenses incurred in servicing the account, handling Federal
tax deposits, and issuing and redeeming U.S. Savings Bonds by using weighted
average item-costs for all batiks maintaining tax and loan iaccounts.

2/ Computed by dividing net eatniilgs by average balance. To determine the gross 
earnings on balance, the average rate on new issues of 90-day Treasury bills 
during the five-year period ended December 31, 1972, was used. That rate 
was then adjusted to give consideration to the bank's reserve requirement and 
the FDIC assessment.

3/ In this instance, expense exceeded income primarily due to the large number of 
U.S. Savings Bonds issued by the bank.



S e c r e t a r y  o f  th e  T r e a s u r y  W i l l i a m  E .  S im on  to d a y  
a p p o in te d  D r .  John  T .  D u n lo p  a s  a s p e c i a l  c o n s u l t a n t  
e f f e c t i v e  to d a y .

D r .  D u n lo p  h a s  been  D i r e c t o r  o f  th e  C o s t  o f  L i v i n g  
C o u n c i l ,  w h ic h  g o e s  o u t o f  e x is t e n c e  J u ly  1 a s  a 
s e p a r a te  a g e n c y .  A t  t h a t  tim e  T r e a s u r y  w i l l  d i r e c t  th e  
o r g a n i z a t i o n ’ s w in d in g -d o w n  o p e r a t io n s  f o r  th e  n e x t  few  
m o n th s .

”D r . D u n lo p  w i l l  c o n s u l t  w it h  th e  D ep a rtm e n t on a 
b ro a d  ra n g e  o f  e con om ic  p o l i c i e s .  H i s  s p e c i a l  e x p e r t i s e  
in  th e  w a g e -p r ic e  a re a  w i l l  be u n u s u a l ly  im p o r ta n t  to  
the  D e p a r tm e n t,  S e c r e t a r y  S im on  s a i d . ”

I n  a d d i t i o n  to  h i s  T r e a s u r y  r e s p o n s i b i l i t i e s ,
D r .  D u n lo p  w i l l  a l s o  be an  a d v i s o r  t o  K e n n e th  R u sh  on 
econ om ic  m a t t e r s .

B e c a u se  D r .  D u n lo p  i s  a c o n s u l t a n t  t o  th e  govern m ent  
o f  S a u d i  A r a b ia ,  h i s  T r e a s u r y  c o n t r a c t  w i l l  p r o h ib i t  h im  
from  b e c o m in g  in v o lv e d  i n  T r e a s u r y ’ s r e l a t i o n s h i p s  w it h  
S a u d i  A r a b ia  . i

D r .  D u n lo p ,  f o r m e r ly  D ean  o f  th e  S c ie n c e s  and A r t s  
F a c u l t y  a t  H a r v a r d ,  j o in e d  th e  N ix o n  a d m in i s t r a t io n  in  
1971 a s  c h a irm a n  o f  th e  C o n s t r u c t io n  In d u s t r y  S t a b i l i z a t i o n  
A g e n c y . He i s  r e t u r n in g  to  H a rv a rd  a s  Lam ont P r o f e s s o r .
He had d i r e c t e d  th e  C o s t  o f  L i v i n g  C o u n c i l  s in c e  J a n u a ry  
1973.

oOo
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Department of ̂ TREASURY
iwnrnw n n t f if p u h m f  uunA.on/nINGTON, D C 20220 TELEPHONE W04-2Q41

Cl

FOR A .M . R E LE A SE J u ly  1, 1974

MEMO TO CORRESPONDENTS:

B e g in n in g  t o d a y ,  a l l  C o s t  o f  L i v i n g  C o u n c i l  i n q u i r i e s  

p e r t a in i n g  to  r e g u l a t i o n s ,  c o m p lia n c e ,  and p e n d in g  d i s p o s i t i o n  o f  

c a s e s  w i l l  be h a n d le d  b y  th e  D i r e c t o r  o f  th e  new O f f i c e  o f  

E conom ic  S t a b i l i z a t i o n ,  who h a s  been d e s ig n a te d  by  S e c r e t a r y  

o f  th e  T r e a s u r y ,  W i l l i a m  E .  S im o n , and w i l l  r e p o r t  t o  A s s i s t a n t  

S e c r e t a r y  f o r  A d m in i s t r a t io n  W arren  F . B r e c h t .  The D i r e c t o r  o f  

th e  O f f i c e  o f  Econ o m ic  S t a b i l i z a t i o n  Andrew  T .H .  M u n ro e , and  

h i s  d e p u ty ,  H e n ry  H . P e r r i t t  J r . ,  w i l l  re m a in  a t  the  COLC fo rm e r  

o f f i c e s ,  2000 M S t r e e t ,  NW. T h e ir  te le p h o n e  num bers a re

Tie Office of Economic Stablization, in a related action, 
has filed regulations with the Federal Register which adopt 
the Cost of Living Council's regulations as the regulations of 
the new Office.

WS-4 9

O th e r  i n q u i r i e s  c o n c e r n in g  th e  new O f f i c e  o f  Econom ic  

S t a b i l i z a t i o n  a t  th e  T r e a s u r y  D ep artm e n t sh o u ld  be d i r e c t e d  

to  H e le n e  M e lz e r ,  P u b l i c  A f f a i r s  O f f i c e r ,  a t  964 -525 2  o r

254 -3275  and 2 5 4 -8 6 1 0 .

9 6 4 -2 1 0 8 .

NOTE :



Department of ^T
i/lSHINGTON, D.C 20220 TELEPHONE WÛ4-2041

FOR RELEASE 6:30 P.M .
Ju ly  1, 1974

RESULTS OF TREASURY’ S WEEKLY BILL AUCTIONS

Tenders fo r  $ 2 .6  b i l l i o n  o f 13-week Treasury b i l l s  and fo r  $1.9  b i l l i o n  
of 26-week Treasury b i l l s ,  both s e r ie s  to be issued on Ju ly  5 , 1974, 
were opened a t the F ed eral Reserve Banks today. The d e t a ils  are as fo llo w s :

RANGE OF ACCEPTED 13-week b i l l s
COMPETITIVE BIDS: m aturing October 3 , 1974

26-week b i l l s  
maturing January 2, 1975

P r ic e
E q u ivalen t  
Annual Rate P r ic e

E q u iv a le n t  
Annual Rate

H igh 98.064 a/
Low 98.038
Average 98.048

7.744% 
7.848% 
7.808% I f

a/ Exceptin g 1 tender o f $10,000 
bf  Exceptin g 3 tenders t o ta lin g  $575,000

95.987 b/ 
95.927 " 
95.950

7.982%
8.101%
8.055% 1/

»

Tenders a t  the low p r ic e  fo r  the 13-week b i l l s  were a l lo t t e d  59%. 
Tenders a t  th e  low p r ic e  fo r the 26-week b i l l s  were a llo t t e d  73%.

TOTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:

sJd/Ü

D i s t r i c t A p plied For Accepted Applied For Accepted

Boston $ 42,220,000 . $ 30,955,000 $ 27,200,000 $ 16,830,000
New York 3,420,905,000 2,241,380,000 2,615,905,000 1,612,220,000
P h ila d e lp h ia 36,110,000 35,445,000 12,965,000 12,965,000
Cleveland 69,120,000 42,490,000 41,340,000 26,340,000
Richmond 46,980,000 28,480,000 32,385,000 20,385,000
A tla n ta 33,390,000 28,755,000 27,085,000 25,985,000
Chicago 207,920,000 59,705,000 192,455,000 76,255,000
S t . Lo u is 41,300,000 28,480,000 33,740,000 20,740,000
M inneapolis 13,185,000 4,185,000 9,925,000 3,925,000
Kansas C it y 34,125,000 26,730,000 38,295,000 31,085,000
D a lla s 29,195,000 18,570,000 32,515,000 20,275,000
San F m n n 's m  140,900,000 55,560,000 102,205,000 33,105,000

TOTALS $4,115,350,000 $2,600,735,000 (;/ $ 3 ,1 6 6 ,0 1 5 ,000 $1,900,110,000 d/

In clu d es $ 412,375,000 none o m p etitive tenders accepted a t average p r ic e .
In clu d es $ 2 7 9 , 1 6 0 ,0 0 0  noncom petitive tenders accepted a t  average p r ic e .  
These r a te s  are on a bank disco u n t b a s is . The eq u ivalen t coupon is s u e  
y ie ld s  are 8.07% fo r  the 13-week b i l l s ,  and 8.51% fo r  the 26-week b i l l s



*
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FOR P 'W"DIATE RELEASE July 2, 19 74

DAILY TREASURY STATEMENT

The Daily Treasury Statement for June 30, 1974, 
will be released on July 5, 1974, one business day 
later than usual, to facilitate transition to a new 
format starting July 1. The Daily Treasury Statement 
for July 1 will also be released on July 5, in both 
the present format and the new format, along with a 
description of the changes that are being made.

oOo
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KHINGTON, D.C. 20220 TELEPHONE W04-2041

FOR RELEA SE  AFTER 11 A .M J u ly  3, 1974
WEDNESDAY, JULY 3, 1974

TREASURY SECRETARY SIM ON AND U .S .  TREASURER NEFF

T r e a s u r y  S e c r e t a r y  W i l l i a m  E .  S im on  and th e  T r e a s u r e r  

o f  th e  U n it e d  S t a t e s  F ra n c in e  I ,  N e f f  w itn e s se d  th e  f i r s t  

d o l l a r  b i l l s  w it h  t h e i r  s i g n a t u r e s  r o l l  o f f  th e  p r e s s  

to d a y  a t  th e  B u re a u  o f  E n g r a v in g  and P r i n t i n g .

The new S im o n -N e f f  n o t e s ,  t o  be r e le a s e d  b y  th e  12 

F e d e r a l R e se rv e  B a n k s  a s  c u r r e n t  s u p p l ie s  a re  d e p le te d ,  w i l l

be d e s ig n a t e d  S e r ie s  1974, r e p la c in g  th e  p re s e n t  S e r ie s  1969D 

n o te s  w h ic h  b e a r  th e  S h u l t z - B a n u e lo s  s i g n a t u r e s ,  f i r s t  

p r in t e d  J u ly  28 , 1972,

The new S e r ie s  1974 f o r  th e  $1 d e n o m in a t io n  w i l l  be 

r e le a s e d  f i r s t ,  w it h  s e r i a l  num bers r e v e r t in g  b a c k  to  number 

one, and b e c a u se  o f  th e  m a jo r  S e r ie s - y e a r  ch a n ge , th e  s e r i a l  

num bers f o r  e ach  o f  th e  12 F e d e r a l  R e se rv e  B a n k s  w i l l  r e v e r t  

to  00 000 001A p re ce d e d  by  th e  p r e f i x  l e t t e r  a s s o c ia t e d  w it h  

each  o f  the  b a n k s .

The b i l l s  seen  b y  S e c r e t a r y  S im on  and M r s .  N e f f  t o d a y ,

were t o  s t a r t  w it h  E00000001A ( e i g h t  d i g i t s ,  th e  l e t t e r  E 

i d e n t i f y i n g  th e  F e d e r a l  R e se rv e  B an k  o f  R ich m on d , th e  A 

d e s i g n a t i n g  th e  i n i t i a l  i s s u e  o f  th e  S e r i e s )  .

SEE  F IR S T  DOLLAR B IL L S  W ITH T H E IR  S IGNATURES

W S-50 (o v e r )
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Series 1974 notes are expected to be released to the 
Federal Reserve System later this summer with general 
circulation thereafter. Because of greater usage and 
more rapid attrition, the $1 denomination will be printed 
first, with $5 and $10 denominations appearing later as 
total conversion to the new notes is completed in the 
Bureau of Engraving and Printing and supplies are depleted 
ot retired.

It was the first time since June 4, 1969, when the 
Kennedy-Elston notes were issued, that Federal Reserve notes 
had dual signature changes.

James A. Conlon, the Director of the Bureau of Engraving 
and Printing, presided at today's brief ceremony in 
Washington.

oOo
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FOR IM M ED IA T E  RELEASE  
F r id a y ,  J u ly  5, 1974

O F F IC E  OF REVENUE SHARING  
IS S U E S  F IN A L  F . Y , , '7 4  PAYMENT

C h e ck s t o t a l i n g  more th a n  $1 .53  b i l l i o n  a re  b e in g  s e n t  

by th e  T r e a s u r y  D e p a r tm e n t’ s O f f i c e  o f  Revenue S h a r in g  to d a y  

to  a l l  s t a t e s ,  th e  D i s t r i c t  o f  C o lu m b ia  and 37,242  l o c a l  

go v e rn m e n ts .  T o d a y 's  paym ent i s  the  f i n a l  q u a r t e r ly  paym ent 

o f  fu n d s  a u t h o r iz e d  to  be d i s t r i b u t e d  f o r  f e d e r a l  f i s c a l  

y e a r  1974.

S h a re d  re v e n u e s  a re  a l l o c a t e d  to  a l l  g e n e r a l- p u r p o s e  

u n i t s  o f  go ve rn m en t by  com puter a c c o r d in g  t o , fo r m u la s  

c o n t a in e d  in  th e  S t a t e  and L o c a l  F i s c a l  A s s i s t a n c e  A c t so f  1972. 

Paym en ts a re  made on a q u a r t e r ly  b a s i s ,  in  O c to b e r ,  J a n u a ry ,  

A p r i l  and J u ly .

T o d a y 's  paym ent b r in g s  to  $14.27  b i l l i o n  th e  amount o f  

f e d e r a l l y - c o l l e c t e d  re v e n u e s  t h a t  h a s  been sh a re d  w it h  s t a t e s  

and l o c a l  go ve rn m e n ts  s in c e  th e  f i r s t  ch e c k s  w ere m a i le d ,  

in  Decem ber 1972.

T h ro u gh  g e n e r a l  re ven u e  s h a r in g »  $30 .2  b i l l i o n  w i l l  be 

d i s t r i b u t e d  to  some 38 ,000  s t a t e s ,  c o u n t ie s ,  c i t i e s ,  to w n s,  

t o w n s h ip s ,  In d ia n  t r i b e s  and A la s k a n  n a t i v e  v i l l a g e s  o v e r  a 

f i v e - y e a r  p e r io d  e x te n d in g  th ro u g h  Decem ber 1976.

(m ore)
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M ore th a n  $6 b i l l i o n  w i l l  be sh a re d  w it h  s t a t e s  and  

l o c a l  go v e rn m e n ts  in  f i s c a l  y e a r  1975 a lo n e .

P la n s  f o r  u s e s  o f  f i s c a l  y e a r  1975 money have  a l r e a d y  

been  r e p o r te d  to  th e  O f f i c e  o f  Revenue S h a r in g  by  more  

th a n  35 ,000  r e c ip i e n t  u n i t s  o f  go ve rn m e n t. The P la n n e d  

U se  R e p o r t  fo rm s d i s t r i b u t e d  to  a l l  s t a t e s  and l o c a l  

go v e rn m e n ts  i n  A p r i l  w ere due to  be r e tu r n e d  to  th e  

O f f i c e  o f  Revenue S h a r in g  by  June 24, 1974. G overnm ents  

c a n n o t  r e c e iv e  f i s c a l  y e a r  1975 fu n d s  u n t i l  th e  r e p o r t s  

h ave  been  f i l e d .

R e p o r t s  on p la n s  f o r  and  a c t u a l  u s e s  o f  s h a re d  re v e n u e s  

m ust be p u b l i s h e d  l o c a l l y  in  n e w sp a p e rs  o f  g e n e r a l  c i r c u l a 

t i o n  and a l l  news m e d ia , in c lu d in g  m in o r i t y  and  b i - l i n g u a l  

news m e d ia  m u st be in fo rm e d  o f  th e  p u b l i c a t i o n .

A c t u a l  U se  R e p o r t  fo rm s c o v e r in g  th e  p e r io d
I

June 30, 1973 to  June 30, 1974 have  been  d i s t r i b u t e d  

b y  th e  O f f i c e  o f  Revenue S h a r in g .  They m ust be c o m p le te d ,  

p u b l i s h e d  and r e t u r n e d  b y  Sep tem ber 1, 1974.

The O f f i c e  o f  Revenue S h a r in g  h a s  i n s t a l l e d  a s p e c i a l  

te le p h o n e  to  be u se d  b y  r e c ip i e n t  go ve rn m en t o f f i c i a l s  

who need a s s i s t a n c e  c o m p le t in g  th e  T r u s t  Fund s e c t io n  o f  

th e  A c t u a l  U se  R e p o r t  fo rm s .  The new phone num ber i s  

(2 0 2 ) 6 3 4 -5 2 0 0 .

(more)
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f
In f o r m a l  r e p o r t s  e la b o r a t in g  on r e q u ir e d  in fo r m a 

t i o n ,  i n d i c a t e  th a t *  c i t i z e n s  a re  b e in g  e n co u ra ge d  by  ?’ 

go v e rn m e n ts  on a l l  l e v e l s  to  h e lp  make d e c i s i o n s  on  

u se s  o f  th e  fu n d s .

In  San  D ie g o ,  C a l i f o r n i a ,  f o r  exam p le , th e  c i t y  

and c o u n ty  go ve rn m e n ts  have  p o o le d  some o f  t h e i r  

sh a re d  re v e n u e s  i n  a new t r u s t  fu n d  to  p ay  c o s t s  o f  

s o c i a l  s e r v i c e s  w i t h in  th e  com m unity. C a l le d  th e  

Human C a re  S e r v i c e s  P r o j e c t ,  the  e f f o r t  r e p r e s e n t s  a 

new fo rm  o f  in te r g o v e r n m e n ta l  c o o p e r a t io n .  Funds a re  

a l l o c a t e d  among p r o j e c t s  p ro p o se d  by com m unity  s e r v i c e  

g r o u p s  in  San  D ie g o .

S h a re d  re v e n u e s  a re  b e in g  u se d  f o r  a v a r i e t y  o f  

p u r p o s e s ,  r e f l e c t i v e  o f  th e  w ide  v a r i e t y  o f  n eeds among 

o u r c i t i z e n s .  New Y o rk  C i t y  u se d  a p p r o x im a te ly  $200
I

m i l l i o n  o f  i t s  e a r l y  money to  m a in t a in  th e  l o c a l  r a p id  

t r a n s i t  f a r e  a t  a c o n s t a n t  l e v e l .  S te v e n s  V i l l a g e ,  A la s k a  

sp e n t  re v e n u e  s h a r in g  d o l l a r s  to  p u rc h a se  lum ber w it h  

w h ich  to  b u i l d  i t s  f i r s t  h e a lt h  c l i n i c .

"T h e  u s e s  to  w h ich  sh a re d  re v e n u e s  a re  b e in g  

p u t  c l e a r l y  a re  s e r v in g  many d i f f e r e n t  t y p e s  o f  n eeds  

i n  many d i f f e r e n t  t y p e s  o f  c o m m u n it ie s , "  Graham  W att s a id  

to d a y .  "M o s t  im p o r t a n t l y , "  he added , " l o c a l  o f f i c i a l s  a re

(m ore)
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d e m o n s t r a t in g  t h e i r  a b i l i t y  and  w i l l i n g n e s s  t o  o b s e rv e  

c o n g r e s s io n a l  r e s t r i c t i o n s  w h i le  f u l f i l l i n g  t h e i r  

r e s p o n s i b i l i t y  to  u se  th e  fu n d s  e f f e c t i v e l y  i n  m e e t in g  

p r i o r i t y  com m un ity  n e e d s , ”

##



KHINGTDN, D.C.2Û22Û TELEPHONE W04-2041

lOR IMMEDIATE RELEASE J u ly  2 , 1974

TREASURY’ S WEEKLY BILL OFFERING
I *

The Treasury Departm ent, by t h is  p u b lic  n o t ic e , in v it e s  tenders fo r  two 
¡series o f Treasury b i l l s  to  the aggregate amount of $ 4 ,5 0 0 ,0 0 0 ,0 0 0 , or th e reab o u ts, 
to be issued J u ly  11, 1974, as fo llo w s :

91-day b i l l s  (to m a tu rity  d ate) in  the amount o f $ 2 ,6 0 0 ,0 0 0 ,0 0 0 , or th e re a b o u ts, 
¡representing an a d d itio n a l amount o f b i l l s  dated A p r il  11, 1974, and to mature 
■ October 10, 1974 (CUSIP No. 912793 UT1), o r ig in a lly  issued in  the amount o f 
■ $1,801,960,000 (an a d d itio n a l $100,065,000 was issu ed on June 5 , 1974), the  
¡additional and o r ig in a l  b i l l s  to  be fr e e ly  in terch an geab le .

182-day b i l l s  fo r  $ 1 ,9 0 0 ,0 0 0 ,0 0 0 , or th ereab o u ts, to be dated Ju ly  11, 1974 
Ind to mature January 9, 1975 (CUSIP No. 912793 VQ6 ) .

The b i l l s  w i l l  be issu e d  fo r  cash and in  exchange fo r  Treasury b i l l s  m aturing  
■ July 11, 1974 o u tsta n d in g  in  the amount o f $4,310,745,000, o f which Government 
accounts and Fed eral Reserve Banks, fo r  them selves and as agents o f fo r e ig n  and 
in tern ational monetary a u t h o r i t i e s , p r e s e n tly  hold $2,440,125,000. These accounts  

pay exchange b i l l s  they hold fo r  the b i l l s  now being o ffe re d  a t  the average p r ic e s  
of accepted te n d e rs.

The b i l l s  o f both s e r ie s  w i l l  be issu ed  on a d isco u n t b a s is  under co m p etitive  
and noncom petitive b id d in g as h e r e in a fte r  provided , and a t m a tu rity  t h e ir  fa c e  
■ mount w i l l  be payable w itho ut i n t e r e s t . They w i l l  be issu ed in  bearer form o n ly , 
and in denom inations o f  $10,000, $15,000, $50,000, $100,000, $500,000 and $1,000,000  
¡(maturity v a lu e ) .

Tenders w i l l  be re ceive d  a t Fed eral Reserve Banks and Branches up to  the c lo s in g  
hour, o n e -th ir ty  p .m ., E a ste rn  D a y lig h t Saving tim e, Monday, J u ly  8 , 1974.

■enders w i l l  not be re ce iv e d  a t the Treasury Department, W ashington, Each tender 
fu st be fo r  a minimum o f $10,000. Tenders over $10,000 must be in  m u ltip le s  o f  
§5,000. In  the case o f co m p e titiv e  tenders the p r ic e  o ffe r e d  must be expressed on 
the basis o f 100, w ith  n ot more than three d e cim a ls, e . g . ,  99.925. F r a c tio n s  may 
not be used. I t  i s  urged th a t tenders be made on the p rin te d  forms and forwarded 
jhi the special envelopes which w i l l  be sup plied by Fed eral Reserve Banks or Branches 
on application th e r e fo r .

Banking institutions and dealers who make primary markets in Government 
pcurities. and, report_dai.lv to the Federal Reserve Bank of New York their positions

(OVER)
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w ith re sp e ct to Government s e c u r it ie s  and borrowings thereon may submit tenders  
fo r  account o f customers provided the names o f the customers are se t fo r th  in  
such te n d e rs. Others w i l l  not be perm itted to submit tenders except fo r  th e ir  
own a cco u n t. Tenders w i l l  be received  w ithout d e p o sit from in corp orated banks and 
tr u s t  companies and from re sp o n sib le  and recogn ized d e a le rs  in  investm ent securities, 
Tenders from o th ers must be accompanied by payment o f 2 percent o f the fa c e  amount 
o f Treasury b i l l s  ap p lied  f o r ,  u n less the tenders are accompanied by an express  
guaranty o f payment by an in corporated bank or tr u s t  company.

Im m ediately a ft e r  the c lo s in g  hour, tenders w i l l  be opened a t the Fed eral 
Reserve Banks and Branches, fo llo w in g  which p u b lic  announcement w i l l  be made by 
the Treasury Department o f the amount and p r ic e  range o f accepted b id s . Only those 
su b m ittin g co m p etitive tenders w i l l  be advised o f the acceptance or r e je c t io n  
th e r e o f. The S e cre ta ry  o f the Treasury e x p re ssly  reserves the r ig h t  to accep t  
or r e je c t  any or a l l  ten d e rs, in  whole or in  p a r t , and h is  a c tio n  in  any such respect] 
s h a ll  be f i n a l .  S u b je ct to these r e s e r v a tio n s , noncom petitive tenders fo r  each 
is s u e  fo r  $200,000 or le s s  w ithout s ta te d  p r ic e  from any one bidder w i l l  be accepted 
in  f u l l  a t the average p r ic e  (in  th ree decim als) o f accepted co m p etitive b id s for  
the r e s p e c tiv e  is s u e s . Settlem en t fo r  accepted tenders in  accordance w ith the  
b id s must be made or completed a t the Fed eral Reserve Bank on J u ly  11, 1974, 
in  cash or other im m ediately a v a ila b le  funds or in  a l ik e  fa c e  amount o f Treasury 
b i l l s  m aturing j u]_y n ,  1974. Cash and exchange tenders w i l l  re c e iv e  equal

treatm en t. Cash adjustm ents w i l l  be made fo r  d iffe r e n c e s  between the par v alu e of 
m aturing b i l l s  accepted in  exchange and the is s u e  p r ic e  o f the new b i l l s .

Under S e c tio n s  454(b) and1 1221 (5) o f the In te r n a l Revenue Code o f 1954 the 
amount o f d isco u n t a t which b i l l s  issu ed hereunder are sold i s  considered to  accrue 
when the b i l l s  are s o ld , redeemed or otherw ise disposed o f ,  and the b i l l s  are ex

cluded from c o n sid e ra tio n  as c a p it a l  a s s e ts . A c c o rd in g ly , the owner o f Treasury  
b i l l s  (other than l i f e  insurance companies) issu ed hereunder must in clu d e  in  h is  
income ta x  re tu r n , as ordinary gain  or l o s s , the d iffe r e n c e  between the p r ic e  paid 
fo r  the b i l l s ,  whether on o r ig in a l  is su e  or on subsequent purchase, and the amount 
a c t u a lly  receive d  e ith e r  upon s a le  or redemption a t m atu rity  during the ta x a b le  
year fo r  which the re tu rn  i s  made.

Treasury Department C ir c u la r  No. 418 (cu rren t r e v is io n )  and t h is  n o t ic e ,  
p r e s cr ib e  the terms o f the Treasury b i l l s  and govern the c o n d itio n s o f  th e ir  issu e. 
Copies o f the c i r c u la r  may be obtained from any Fed eral Reserve Bank or Branch.



$HINGTON, D C. 20220 TELEPHONE W04-2Q4Ì

FOR IM M E D IA T E  RELEA SE July 3, 1974

STATEMENT BY SECRETARY OF THE TREASURY W IL L IA M  E . SIMON

" I  am d e l i g h t e d  t h a t  th e  H ouse o f  R e p r e s e n t a t iv e s  
to d a y  p a s s e d  th e  b i l l  a u t h o r i z in g  re p le n ish m e n t  o f  th e  
fu n d s  o f  th e  I n t e r n a t i o n a l  D eve lopm ent A s s o c i a t i o n .

" I  hope t h a t  a C o n fe re n c e  w i l l  s p e e d i ly  r e s o lv e  th e  
d i f f e r e n c e s  be tw een  th e  H ouse  and Se n a te  B i l l s ,  and th a t  
the  P r e s id e n t  w i l l  be a b le  to  s i g n  th e  r e s u l t i n g  m easure  
soo n .

" I t  h a s  been  o f  m a jo r  c o n c e rn  to  me t h a t ,  i n  our  
i n t e r n a t i o n a l  n e g o t i a t i o n s ,  we do n o t p la c e  the  
U n ite d  S t a t e s  i n  th e  p o s i t i o n  o f  t u r n in g  our b a c k s  on 
the  p o o r e s t  n a t io n s  o f  th e  w o r ld  - -  and t h i s  b i l l  a u t h o r iz e s  
fu n d s  f o r  th o se  n a t i o n s . "

oOo
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FOR RELEA SE  2 P .M . ,  EDT 
F R ID A Y , JULY 5, 1974

The report of the daily.cash and debt operations 
of the United States Treasury, known as the Daily 
Treasury Statement, came out in a new format today, 
the first change in the publication in 20 years.

Initially published in 1895, the last major 
revision of the Daily Treasury Statement was in 
1954. The publication is unique among reports of 
national governments in providing a continuing ac
counting of financial activity for analysts and the 
general public.

The old format w o n ’t be dropped immediately, 
however, since it will be published concurrently with 
the new one for a 30-day period to allow users a 
transitional period.

oOo
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bally Statem ent of the United States Treasury
)ULY t, 1974 ^6-IQ''6

T A B LE  I—ACCOUNT OF TH E UNITED S T A T E S  TREASURY
ASSETS

Md(oz. 273,949,698.8).........
(On July 2, 1973, the stock of gold was oz. 273,953,343.0)

$11,566,758,971.14

Total.............. ..................  11,566,758,971.14
Ivailable funds in demand accounts at:" Federal Reserve Banks....... ................ 2,419,007,642.91

Special depositaries, Treasury Tax and Loan Accounts. 7,zoo,usi,zoz.ioOther depositaries. 88,465,000.00
Treasury operating balance................ . 9,757,553,895.07

(unds in process of collection through:Federal Reserve Banks.............Other depositaries.................lime deposits and other depositary accounts .Bold balance (as above)............ .loin and currency.......... .........Coinage metals...... ...... ........Miscellaneous items........ .

258,401,324.62107,763,525.3617,642479.66106.359.490.72 180,015,941.24418.117.868.72 54,272,575.97
Total................................ 10,900,126,801.36

LIABILITIES
Gold certificates (Series of 1934) ................ $1,277,800.00Gold certificate fund - Federal Reserve System..... 11,459,121,680.42

.......................... 11,460,399,480.42Subtotal

Balance of gold 
Total...

106,359,490.72
11,566,758,971.14

Balance, general account 
Total ...........

10.900.126.801.36
10.900.126.801.36

T A B LE 11-CHANGES IN BALANCE OF ACCOUNT OF THE UNITED S T A T E S  TREASURY
Classification This month to date

Corresponding month last year1
Fiscal year 1974 to date
( B e g in n in g  J u ly  1 , 1 9 7 3 )

Corresponding period fy 19731
( B e g in n in g  J u ly  1 , 1 9 7 2 )

$10,351,990,487.42 $13,741,306,873.33 $10,351,990,487.42 $13,741,306,873.33
Excess of deposits' (+) or withdrawals (-), public debt accounts (Table III) Excess of deposits (+) or withdrawals (-), budget and other accounts I (Tahlfi rv)T....  .. FVi__ ii......... ..... ...... ...

-1,046,841,066.47
-200,289,173.68

-2,752,944.31
+460,098,455.22

-1,046,841,066.47
-200,289,173.68

-2,752,944.31
+460,098,455.22

Excess of deposits (+) or withdrawals (-), sales and redemptions of -1,300,162,000.00

+915,146,685.16

+164,573,443.75 -1,300,162,000.00 +164,573,443.75
blearing accounts:1 Excess of deposits (-) or checks issued (+) classified in Table III or IV l for which the documents have not yet been received by the1 Trê svi’y ....••••••••••*•***»*-- •.«•••••••••••••••• -527,478,599.52 +915,146,685.16 -527,478,599.52
I Excess of deposits (+) or checks cleared (-) at Federal Reserve Banks, i which have affected the Treasury's balance, but not yet classified..
Balance of account, this date (Table I)....... ................

+2,180,281,868.93 -843,026,988.61 +2,180,281,868.93 -843,026,988.61
10,900,126,801.36 12,992,720,239.86 10,900,126,801.36 12,992,720,239.86

TABLE III—CHANGES IN THE PUBLIC DEBT
Cross public debt at beginning of period...................... $475,059,815,731.55 $458,141,605,312.09 $475,059,815,731.55 $458,141,605,312.09
increase (+) or decrease (-) in the gross public debt:2 1 Public issues:[ Marketable: -9,525,000.00 +110,115,000.00 -9,525,000.00 +110,115,000.00

Treasury certificates of indebtedness.............. ..... -252,000.00-1,436,000.00-67.00
-1,089,000.00-1,879,250.00 -252,000.00-1,436,000.00-67.00

-Ì,Ò89,00Ó.ÓÓ-1,879,250.00
-11,213,067.00 +107,146,750.00 -11,213,067.00 +107,146,750.00

I Nonmarketable: -12,284,232.79-3,000.00-35,761,593.82
+1,079,674.79-4,000.00-115,058,352.32

-12,284,232.79-3,000.00-35,761,593.82
+1,079,674.79-4,000.00-115,058,352.32

-48,048,826.61 -113,982,677.53 -48,048,826.61 -113,982,677.53
-59,261,893.61-1,835,995,672.86

-6,835,927.53-696,021,254.81 -59,261,893.61-1,835,995,672.86 -6,835,927.53-696,021,254.81

-1,895,257,566.47 -702,857,182.34 -1,895,257,566.47 -702,857,182.34
fross public debt this date ............................... 473,164,558,165.08 457,438,748,129.75 473,164,558,165.08 457,438,748,129.75

' " — • — » • '■1 ■In gross public debt, increase (+) or decrease (-).........•Excess of purchases (-) or redemptions (+), investments of Government
rublic debt redemptions included as withdrawals in Table IV (+) (Table V).

-1,895,257,566.47
+848,416,000.00+500.00

-702,857,182.34
+725,324,700.00+97,477,164.23-122,697,626.20

-1,895,257,566.47
+848,416,000.00+500.00

-702,857,182.34
+725,324,700.00+97,477,164.23-122,697,626.20

■xcess of deposits (+) or withdrawals (-), public debt (Table n ) ..... -1,046,841,066.47 -2,752,944.31 -1,046,841,066.47 -2,752,944.31
L — —  • — • 473,164,558,165.08428,105,225.00 457,438,748,129.75431,709,800.00 473,164,558,165.08428,105,225.00 457,438,748,129.75431,709,800.00

Ada Participation Certificates subject to limitation..............
F°tal subject to limitation3...............................

473,592,663,390.08617,240,157.551,135,000,000.00
457,870,457,929.75619,756,901.301,135,000,000.00

473,592,663,390.08617,240,157.551,135,000,000.00
457,870,457,929.75619,756,901.301,135,000,000.00

474,110,423,232.53 458,385,701,028.45 474,110,423,232.53 458,385,701,028.45
Jhe footnotes on page 2.



JULY 1,1974
T A B LE  IV—A N ALYSIS OF CERTAIN D EP O SITS  AND W ITHDRAW ALS

This table reflects deposits and withdrawals made in the account of the United States Treasury. These deposits and withdrawals differ in timing and content from receipts and outlays published in the Monthly Statement of Receipts and Outlays of the United States Government. The Monthly Statement provides the classification of receipts and outlays in terms of the Budget of the United States.

Classification This month to date
Corresponding month last year1

Fiscal year 1974 to date
( B e g in n in g  J u ly  1 ,  1 9 7 3 )

Corresponding period fy 19731 1
( B e g in n in g  J u ly  1 , 1972) 1

$861,720,236.74 $494,478,022.76 $861,720,236.74 $494,478,022.7(1
307,604,948.34403,419,870.7866,555,635.358,759,724.35417,476.8611,010,825.01-427,791,174.3515,461,184.25

160,759,557.89281,528,630.2545,751,092.4610,229,322.57486,852.2513,927,655.22103,497,093.9312,027,990.45

307,604,948.34403,419,870.7866,555,635.358,759,724.35417,476.8611,010,825.01-427,791,174.3515,461,184.25

160,759,557.«281,528,630.«45,751,092.4610,229,322.57486,852.«13,927,655.221103,497,093.«12,027,990.45
2,433.03158,707,495.68 2,433.03158,707,495.«35,196,982.52 35,Î96,982.52

1,282,355,709.8585,666,474.83 1,281,396,146.4915,848,862.02 1,282,355,709.8585,666,474.83 1,281,396,146.4915,848,862.02!
1,196,689,235.02 1,265,547,284.47 1,196,689,235.02 1,265,547,284.47

510,746,725.0820,364,133.7322,996,085.4067,352,274.8027,371,765.965,595,257.11-4,906,786.70121,685,295.3310,853,267.95

321,911,852.808,976,724.7520,102,952.4816.767.841.72 33,532,485.707,421,969.73-7,343,551.8450,461,377.10118,791,675.431,543,465.9058,010,073.3111.281.339.73 -31,871.5623,690,000.00525,699.01139,806,794.99

510,746,725.0820,364,133.7322,996,085.4067,352,274.8027,371,765.965,595,257.11-4,906,786.70121,685,295.3310,853,267.95

321,911,852.« 8,976.724.7S 20,102,952.« 16,767,841.7! 33,532,485.70 7,421,969.7! -7,343,551.« 50,461,377.10 118,791,675.« 1,543,465.« 58,010,073.31 11,281,339.7!-31,871.5023,690,000.«525,699.01139,806,794.«

38,843,676.996,126,989.48 38,843,676.996,126,989.48
61,105,000.005,935,653.79502,909,069.78

61,105,000.005,935,653.79502,909,069.78
1,396,978,408.70 805,448,829.25 1,396,978,408.70 . 805,448,829.2!

-200,289,173.68 +460,098,455.22 -200,289,173.68 +460,098,455.22

DEPOSITS
Internal revenue:Withheld individual income and Federal Insurance Contributions Acttaxes4.......................................... .Other individual income and Self-Employment Contributions Acttaxes4............................ ................Corporation income taxes...............................Excise taxes....................................... .Railroad Retirement Tax Act............... '..... .........Federal Unemployment Tax Act........................ .Estate and gift taxes...... J............. ..............Taxes collected, not yet classified, increase or decrease (-)......Customs..................................... .........Deposits by States and Railroad Retirement Board in unemploymenttrust fund............................. ...............Veterans' life insurance funds........................... .All other ..............................................

Total................................ ..... .....Deduct: Refunds of receipts .................. ..... ........
Net deposits...................... .......... ......

WITHDRAWALSDefense Department:Military (including military assistance) ............... .......Civil............. ...... I*.........................Foreign assistance - economic................ ..............Atomic Energy Commission .................... ............National Aeronautics and Space Administration..................Veterans Administration ..................................Commodity Credit Corporation...... ...... ................Health, Education, and Welfare Department....................Interest on the public debt.................................Federal employees' retirement funds..........................Federal old-age, disability, and health insurance trust funds.........Highway trust fund .......................................Railroad retirement accounts..............................Unemployment trust fund................................. .Veterans' life insurance funds................................All other..............................................
Total withdrawals................................. .

Excess of deposits (+) or withdrawals (-) applicable to budget, and other accounts. (For other deposit and withdrawal data, see Table n)... ..
TABLE V-MEMORANDUM ON CERTAIN TRANSACTIONS IN PUBLIC DEBT ACCOUNTS

Non-cash items included in public debt issues in Table IH and omitted from Withdrawals in Table IV:
$122,697,626.20 $122,697,626.20 1

Total......... ..... .......... .................. 122,697,626.20 122,697,626.20 1
Cash payments included in public debt redemptions in Table HI and also in Withdrawals ¿ 1 Table IV:Interest included in redemptions of savings and retirement plan

SPPlir'iHps ,,,,,,,,,,,, t » 111 • t»11 •»r»t + * *tt ***•»• ......... * • 18,251,403.2379,224,536.001,225.00
18,251,403.29 1 79,224,536.« 1 1,225.« 1Discount included in Treasury bill redemptions...............Other................... ...... ............. ..... $500.00 $500.00

Total ..........-......... ..... ............... 500.00 97,477,164.23 500.00 97,477,164.2! |
T A B L E  VI-U.S. S A V I N G S  B O N D S - S E R I E S  E A N D  H  A

Sales— cash issue price.............. ....................Accrued discount on Series E ............................... $21,063,854.52 $20,983,765.74 $21,063,854.52 $20,983,765.741

Total............ ............................... 21,063,854.52 20,983,765.74 21,063,854.52 20.983,765Jl|
Redemptions— for cash, at current redemption value .............. 33,354,878.56 19,890,124.00 33,354,878.56 19,890,124̂ 1
Exchanges— Series H for Series E and savings notes.............. 2,569,500.00 1,712,500.00 2,569,500.00 1,712,500̂ 1

1 Covers period through July 2, 1973.2 Includes exchanges.
3 The statutory debt limit, established at $400 billion, was temporarily increased to $495 billion through March 31, 1975.

4 Distribution in accordance with provisions of Social Security Act, as amended, is shown in Monthly Treasury Statement.

For sale by the Superintendent of Documents, U. S. Government Printing Office, Washington, D. C. 20402 Subscription price $41. 75 per year (domestic), $10.45 per year additional (foreign mailing), includes all issues of daily Treasury statements and the Monthly Statement of Receipts and Outlays of the U. S. Government. No single copies are sold.



5

S a lie n t  fe a tu re s  o f  the new format are th e se:

-  A l l  in fo rm atio n  rep resen ts a c t i v i t y  which took p lace on the date o f  
the statem en t.

-  A c t i v i t i e s  a t Fed eral Reserve Banks, ta x  and loan account d e p o s ita r ie s , 
and other demand account d e p o sita rie s  are shown s e p a r a te ly .

-  S ig n if ic a n t  one-tim e or in te rm itte n t tra n sa ctio n s are id e n t ifie d  and 
reported as they o ccu r.

-  T ran sactio n s in  nonmarketable s e c u r it ie s  issu ed to  fo re ig n  governments 
are reported s e p a r a te ly .

-  Tax and loan account a c t i v i t y  by s iz e  category o f banks i s  shown 
s e p a r a te ly .

-  A separate ta b le  o f  memorandum inform ation w i l l  be provided fo r  
re p o rtin g  d a ta , such as ta x  refund checks issu ed (to  be reported  
during January through June) which are important fo r  cash flow  
a n a ly s is , but which are not s u sc e p tib le  to  d a ily  c la s s i f i c a t i o n  a t  
the p o in t o f  impact on the T reasu ry's cash b alan ce .

The D a ily  Statem ent. in  both the current format and the new form at, i s  a 
statement showing cash and debt a c t i v i t i e s ,  and does not purport to  show 
Federal budget d a ta . C la s s i f i c a t i o n  o f budget r e c e ip ts  and o u tlays w i l l  
continue to  be reported in  the Monthly Statement o f  R eceip ts and O utlays o f the  
United S ta te s  Government. The c la s s ific a t io n s  provided in  the new format o f  the  
Dailv Statement do not n e c e s s a r ily  correspond to  the s im ila r  c la s s i f i c a t i o n s  
shown in  the Monthly Sfrfli p̂-pient because o f d iffe r e n t  rep o rtin g bases and so u rces. 
The Treasury exp ects to  expand and r e fin e  the c la s s i f i c a t i o n s  in  the new format 
of the D a ily  Statement as accounting and rep o rtin g techniques are improved.

P e rtin en t h i s t o r i c a l  data w i l l  be a v a ila b le  on request from the O ff ic e  o f  
the F is c a l  A s s is ta n t  S e c r e ta r y , Department o f the T reasury, by the l a t t e r  p art  
of J u ly .
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THE DAILY STATEMENT OF IKE UNITED STATES TREASURY

Beginning Ju ly  1 , 1974, the D a ily  Statem ent o f  the United S ta te s  Treasury  
i s  bein g published in  a new format co n cu rren tly  w ith p u b lic a tio n  o f  the statement 
in  the present form at. The new format in corp orates fe atu res which are designed  
to  d is c lo s e  the United S ta te s  T re a su ry 's  d a ily  cash and debt operations in  the  
manner most u s e fu l to  a n a ly sts  in  the f in a n c ia l  community and the general p u b lic  
a t la r g e . The present format o f  the D a ily  Statement w i l l  be continued fo r  
approxim ately t h i r t y  days to  permit users to  compare the d if fe r e n t  form ats, 
d ig e s t  the import o f  in form ation  provided in  the new form at, and a d ju s t th e ir  
a n a ly t ic a l  techniques a c c o r d in g ly .

With the disco n tin u an ce o f the present form at, i t  i s  planned to  p u b lish  
the statem ent w ith in  two days o f  the date o f a c t i v i t y  rath er than the three  
days required fo r  the present form at. The e x ten sive  d e t a il  on the p u b lic  
d e b t, h e re to fo re  published w ith the D a ily  Statement fo r  the l a s t  day o f  the  
month, w i l l  be pu blish ed h e r e a fte r  in  a separate monthly statem en t.

The new format i s  derived from the system used in te r n a lly  in  the Treasury  
fo r  many years in  fo llo w in g  a c tu a l cash flow s and e stim atin g  fu tu re cash  
movements and borrowing requirem ents. I t  i s  based on in form ation reported  
d a ily  by w ire and telephone from the Fed eral Reserve System and in te r n a l  
Treasury so u rce s. The present format has in corporated some o f t h is  tim e ly  
in fo rm atio n  - -  n o tab ly  the le v e l  o f  cash balances and the c l a s s i f i c a t i o n  o f  
ftiajor ta x  r e c e ip ts  - -  but has a ls o  depended on other types o f re p o rtin g  w ith  
varyin g time la g s  o f  from f i v e  to  f i f t e e n  d ay s. R e la tin g  the l a t t e r  inform ation  
to  the cash balan ces has required the maintenance o f  in vo lved  c le a r in g  accounts 
and the appearance, but not the su b stan ce, o f p re c ise  c la s s i f i c a t i o n s  o f  
a c t i v i t y  a f f e c t i n g  the T rea su ry 's  c a sh .
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D a ily  Statement of the United States Treasury
JULY 1, 1974

(Detail, rounded in millions, may not add to totals)

TABLE I Operating Cash Balance

Type of account
Closing
balance
this
day

Opening balance
This
day

This
month

This
fiscal
year

Federal Reserve Bank accounts........ . $2,417 $2,919 $2,919 $2,919
Tax and loan accounts (Table V)....... 7,249 6,151 6,151 6,151
Other demand accounts......... ....... 89 89 89 89
Total operating balance.... .......... 9,755 9,159 9,159 9,159

TABLE II Deposits and Withdrawals of Operating Cash

Deposits Today
This 
month 
to date

Fiscal 
year 

to date
Withdrawals Today

This 
month 
to date

Fiscal 
year 

to date
In Federal Reserve Bank accounts: From Federal Reserve Bank accounts:
1 Public debt receipts (Table III-B) $ 63 $ 63 $ 63 Public debt redemptions
I Taxes received through Federal tax (Table III-B).................. $ 133 $ 133 $ 133

87 87 87 45 45 45I deposit system LiciDi.e iv;........
1 Individual income and employment HEW grants (selected)............ 302 302 302

301 301 301 Unemployment insurance........... 22 22 22
13 13 13 Supplemental security income..... 17 17 17

1 Deposits by States: Interest on public debt.......... 60 60 60
1 Social security............... * * * Commodity Credit Corporation (net). -29 -29 -29

1 1 1 Export-Import Bank (net)......... — — “
Supplemental security income.... 6 6 6 Agency investments in market (net). 115 115 115

I Gas and oil lease sales proceeds.. 1.178 1.178 1.178 Other withdrawals:
1 Other deposits: Unclassified.................. 1,212 1,212 1,212

Total, other withdrawals....... 1,212 1,212 1,212
Total, other deposits......... Transfers to other depositaries 300 300 300

I Change in balance of uncollected
I funds (closing balance 255 ) +22 +22 +22
■  Transfers from other depositaries 4 4 4
■  Total, Federal Reserve Bank Total, Federal Reserve Bank
1 1 67 1,6 75 1,675 2,177 2,177 2,177

Bln tax and loan accounts:
■ Public debt receipts (Table III-B) 11 11 11
■  Taxes received through Federal
f tax deposit system (Table IV).... 789 789 789
■ Transfers from Federal Reserve
[ Banks........................ 300 300 300 From tax and loan accounts:

■  Total, tax and loan accounts Transfers to Federal Reserve Banks
1 (Tahl e V'i 1 102 1,102 1,102 (Table V)..................... 4 4 4

i Ln other demand accounts: From other demand accounts:
B  Transfers from Federal Reserve Transfers to Federal Reserve Banks — ------=_
I Banks........................ _ - -

Total, deposits.. T T11T.. t...... . . .. 2,777 2,777 2,777 Total, withdrawals................ 2,181 2,181 2,181

Net total, change in operating cash +596 +596 +596
»Less than $500 thousand.
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TABLE III-A Public Debt Transactions

(Stated at face value except for savings and retirement plan 
securities which are stated at current redemption value.)

Issues Today
This 
month 
to date

Fiscal 
year 

to date
Redemptions Today

This 
month 
to date

Fiscal 
year 

to dateMarketable: Marketable:
Bills: Bills:Treasury: Treasury:

Regular series.............. $ - $ - $ - Regular series.............. $ 8 $ 8 $ 8
Tax anticipation series..... Tax anticipation series...... 1 1

Bonds and notes: Bonds and notes:
Treasury..................... “ Treasury...................... 2 2

Nonmarketable: Nonmarketable:
Savings and retirement plan series Savings and retirement plan series 36 36 36
Cash issue price................ 24 24 24 Special issues.................. 3,018 3,018 3,018
Interest increment.............. - - - Foreign Government series........ 48 48 48
Special issues................. 1,182 1,182 1,182 Other........................... 38 38 38
Foreign Government series....... 48 48 48
Other.......................... 2 2 2

Total, issues..... ............... 1,256 1,256 1,256 Total, redemptions................ 3,151 3,151 3,151
Net total, change in public debt
outstanding...................... -1,895 -1,895 -1,895

TABLE III-B Adjustment of Public 
Debt Transactions to Cash Basis TABLE lll-C  Debt Subject to Limit

Transactions Today
This 
month 
to date

Fiscal 
year 

to date
Public debt cash receipts: $1,256 $1,256Public debt issues (Table III-A).. $1,256
Premium oh new issues...... . * —
Discount on new issues:
Bills (-).................... — “
Bonds and notes (-)...........

Adjustment for special issues (-). 1,182 1,182 1,182
Interest increment on savings and
retirement plan series (-).....
Total, public debt cash receipts.. 74 74 74
These receipts were deposited in:
Federal Reserve Bahk accounts... 63 63 62
Tax and loan accounts......... 11 11 13

Public debt cash redemptions: 
Public debt redemptions
(Table III-A)................. 3,151 3,151 3,153

Adjustment for special issues (-). 3.018 3.018 3.Oli
Total, public debt cash
redemptions........... ........ 133 133 13:

TABLE IV Taxes Received Through 
Federal Tax Deposit System

Classification Today
Month
to
date

Fiscal 
year 
to date

Withheld income and employment taxes $861 $861 $861
Railroad retirement taxes...... 2 2 2
Excise taxes........... .......... 35 35 35
Corporation income taxes.......... 405 405 405
Federal unemployment taxes........ * * *
Change in balance of taxes collected 
but not yet classified........... -427 -427 -427
Total........................... 876 876 876
These receipts were deposited in:
Federal Reserve Bank accounts.... 87 87 87
Tax and loan accounts........... 789 789 789

Closing Opening balance
Classification balance

this
day

This
day

This
month

T h i s
f i s c a l

y e a r

Total public debt outstanding}. ♦72,339 474,235 474,235 4 7 4 ,2 3 5
Less public debt not subject 
to limit:
Treasury (-).............. .617 617 617 611

Plus other obligations subject 
to limit:
Guaranteed debt of Federal 
Agencies................. 428 428 428 1  428
International Monetary Fund.. 825 825 825 825
Specified participation 
certificates.............. 1.135 1,135 1.135 1 ,1 3 5

Total, subject to limit...... 474,110 476,006 476,006 4 7 6 ,0 0 6 .

Statutory limit.............. 495,000 495,000 495,000 4 9 5 ,0 0 6

The statutory debt limit, established at $400 billion, was 
temporarily increased to $495 billion through March 31, 1975.

TABLE V Tax and Loan Accounts 
by Bank Category

Classification A B C Totals
Opening balance today........ $1,705 $709 $3,737 $6,151
Deposits...... ............. 78 219 805 1,102
Withdrawals................. 4 - 4
Closing balance today........ 1,783 924 4,542 7,249_

TABLE VI Memorandum Information

Gold accounts
Assets : Gold ( 273,949,698.8 oz.).....
Liabilities:
Gold Certificates (series of 1934)....
Gold Certificate Fund — Federal Reserve
System..... ......................

Balance of gold.......................

$ìMóT
l

^Public debt outstanding has been adjusted, showing IMF notes separately, to conform 
with Office of Management and Budget*s presentation of the budget.
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For Guidance in  Answering P ress In q u ir ie s

Thé ire a su ry  Department has been advised th a t the U nited S ta te s

Customs Court in  New York has issu ed  an opinion fo r  the P l a i n t i f f

and a g a in s t  the Government in  the case' o f  Yoshida In te r n a tio n a l,

I n c , v .  U n ited  S t a t e s « The Department has not y e t had an opp o rtu n ity  
• *

to  stud y the opin ion  and w i l l ,  th e r e fo r e , have no comment a t  t h is  
tim e. ~

Background

On August 15, 1971, the P resid en t issu ed  Proclam ation 4074 
im posing an a d d itio n a l duty o f 10 percent ad valorem on im ports 
in to  the U n ited S t a t e s . The surcharge was term inated on December 20, 
1971, by P r e s id e n tia l  Proclam ation 4098. In  1972 an a c tio n  was 
f i l e d  in  the Customs Court by an im porter (Yoshida) cla im in g th a t  
P r e s id e n t ia l  P roclam ation  4074 was i l l e g a l  and vo id  and req u estin g  
a refund o f the assessm ent imposed pursuant to  the P ro clam atio n .

The Government has contended th a t the P r e s id e n tia l  a c tio n  was la w fu l  
and was au th o rized  by th e T a r i f f  A ct o f  1930 and the Trade Expansion  
A ct o f  1962 as w e ll  as by the Trading w ith the Enemy A c t .



Department of th eTM flSU R Y
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P
FOR IM M E D IA T E  R ELEA SE J u ly  9 , 1974

SECRETARY S IM O N  SWEARS IN  BENNETT AND SCHMULTS

T r e a s u r y  S e c r e t a r y  W i l l i a m  E . S im on  to d a y  co n d u c te d  

s w e a r in g - in  c e re m o n ie s  f o r  J a c k  F .  B e n n e tt  o f  C o n n e c t ic u t ,  

who became U nder S e c r e t a r y  f o r  M o n e ta ry  A f f a i r s ,  and  

Edward C . S c h m u lt s  o f  M a r y la n d ,  who became U nder S e c r e t a r y  

o f  th e  T r e a s u r y ,  s u c c e e d in g  M r .  B e n n e t t .

M r .  B e n n e t t ,  5 0 , had been  U nder S e c r e t a r y  o f  th e  

T r e a s u r y  s in c e  M a rc h  15, 1974. M r. S c h m u lt s ,  43 , had been  

G e n e ra l C o u n s e l  o f  th e  T r e a s u r y  s in c e  June 4 , 1973.

The c e r e m o n ie s ,  a t te n d e d  by  f a m i l i e s  o n ly ,  were  

co n d u cted  i n  S e c r e t a r y  S im o n 's  o f f i c e .

oOo
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Department of theTREASlIRY
Iashingtoìm; d .c . 20220 t e lep h o n e  W04-2041

FOR RELEASE 6:30 P.M .

RESULTS OF TREASURY’ S WEEKLY BILL AUCTIONS

Ju ly  8 , 1974

Tenders fo r  $ 2 .6  b i l l i o n  o f 13-week Treasury b i l l s  and fo r  $ 1 .9  b i l l i o n  
of 26-week Treasury b i l l s ,  both s e r ie s  to be issu ed on Ju ly  11, 1974, 
were opened a t the F e d e ra l Reserve Banks today. The d e t a ils  are as fo llo w s :

RANGE OF ACCEPTED 13-week b i l l s
COMPETITIVE BIDS: m aturing October 10, 1974

26-week b i l l s  
m aturing January 9, 1975

P r ic e
E q u ivalen t  
Annual Rate P r ic e

E q u ivalen t  
Annual Rate

High
Low
Average

98.032 a/
97.990
98.005

7.785%
7.952%
7.892% 1/

95.753 b/
95.689
95.713

8.401%
8.527%
8.480% II

a/ Excepting 1 tender o f $20,000 
b/ Excepting 2 tenders t o t a lin g  $20,000

Tenders a t  the low p r ic e  fo r  the 13-week b i l l s  were a l lo t t e d  45%, 
Tenders a t  th e  low p r ic e  fo r  the 26-week b i l l s  were a llo t t e d  4%.

TOTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:

Dis t r i c t A p plied For Accepted Applied For Accepted

Boston $ 54,305,000 $ 41,545,000 $ 27,645,000 $ 15,645,000
New York 3,278,815,000 2,149,925,000 2,745,820,000 1,578,640,000
P h ila d e lp h ia 31,985,000 31,985,000 14,490,000 14,440,000
Cleveland 65,490,000 64,770,000 48,265,000 37,945,000
Richmond 50,695,000 30,695,000 46,610,000 28,010,000
A tla n ta 50,045,000 43,025,000 41,030,000 34,175,000
Chicago 183,025,000 85,800,000 257,030,000 45,630,000
S t. Louis 37,495,000 29,045,000 34,735,000 24,735,000
M inneapolis 19,295,000 6,110,000 9,370,000 5,370,000
Kansas C it y 31,930,000 30,975,000 39,075,000 37,825,000
D allas 38,890,000 23,540,000 39,540,000 22,955,000
San 171,010,000 62,680,000 122,885,000 54,885,000

TOTALS $4,012,980,000 $2,600,095,000 Ç_/$3,4 2 6 ,495,000 $1,900,255,000 d/

c/In clu d e s $ 440,395,000 noncom petitive tenders accepted a t average p r ic e ,  
d /In clu d es $360,830,000 noncom petitive tenders accepted a t average p r ic e .  
1/ These r a te s  are on a bank d isco u n t b a s is . The eq u ivalen t coupon is su e  

yie.lds are 8.16% fo r  the 13-week b i l l s ,  and 8.98% fo r  the 26-week b i ] l s .

J



FOR RELEA SE  ON D E L IV E R Y

STATEMENT BY THE HONORABLE JACK F .  BENNETT 
UNDER SECRETARY OF THE TREASURY  

BEFORE
THE SUBCOMMITTEE ON INTERNATIONAL F IN A N CE

OF
THE HOUSE COMMITTEE ON BANKING AND CURRENCY 

TUESDAY, JULY 9, 1974 AT 10 :0 0  A .M . EDT

M r. C h a irm a n  and Mem bers o f  th e  Su b com m itte e :

The h e a r in g s  you  h av e  sc h e d u le d  f o r  t h i s  m o rn in g  a re  
p a r t i c u l a r l y  o p p o r tu n e  f o r  me. A t  noon to d a y ,  I  am 
sc h e d u le d  to  h a v e  th e  h o n o r  o f  b e in g  sw orn  i n  a s  P a u l  
V o lc k e r 's  s u c c e s s o r  a s  U nder S e c r e t a r y  o f  th e  T r e a s u r y  
f o r  M o n e ta ry  A f f a i r s .  A t  any  tim e  th a t  w o u ld  be a  c h a l l e n g 
in g  a s s ig n m e n t ,  b u t  i t  h a s n ' t  e sca p e d  my a t t e n t io n ,  any m ore  
th an  i t  h a s  y o u r s , t h a t  c o n d i t io n s  to d a y  i n  f o r e i g n  exch an ge  
and f i n a n c i a l  m a rk e t s  and  r a t e s  o f  g ro w th  i n  p r i c e s  and  
econom ic p r o d u c t io n  a re  f a r  from  s a t i s f a c t o r y  a ro u n d  th e  
w o r ld .  U nder th e  c i r c u m s t a n c e s ,  i t  seem s f i t t i n g  t h a t  I  be  
s u b je c te d  to  some p u b l i c  c r o s s - e x a m in a t io n  o f  my t h in k in g  a s  
I  e n te r  i n t o  th e  new d u t ie s .  I  am p a i n f u l l y  aw are , h ow ever, 
th a t  th e  o a th  to  be a d m in is t e r e d  l a t e r  to d a y  by S e c r e t a r y  
Sim on w i l l  n o t  make me an  i n s t a n t  e x p e r t  on a l l  econom ic  
sub j e c t s .

In  t r y i n g  to  u n d e r s ta n d  o u r  p r e s e n t  d i f f i c u l t i e s ,  I  
t h in k  p r im a r y  a t t e n t i o n  m ust be g iv e n  to  two m a jo r  d e v e lo p 
m ents o f  th e  l a s t  s e v e r a l  y e a r s :

F i r s t ,  th e  s h o r t f a l l s  and c u tb a c k s  in  
p r e v io u s ly  a n t i c i p a t e d  l e v e l s  o f  p r o d u c t io n  o f  
im p o r ta n t  b a s i c  raw  m a t e r i a l s ,  m o st im p o r t a n t ly  
o i l ; and

W S-52
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Second, a widespread tendency for govern
ments to print more money and more government 
IOU's than were appropriate in such conditions 
of supply stringency.

In my prepared statement this morning, I propose to 
concentrate on the first of these developments, and parti
cularly on the impact of the reduction in anticipated 
levels of oil production. That impact continues to be 
large, and our difficulties are exacerbated by the uncer
tainty as to just how large the cutback mLl be in the 
future.

Last September, before the outbreak of fighting in the 
Mideast, production of oil in the non-communist world was 
just short of 48 million barrels a day. By November, 
certain governments in Africa and the Mideast had cut pro
duction back by about 5 million barrels a day. This large 
cutback was followed quickly by a large increase in prices 
on new short-term oil sales. Even now, some of the pro
ducing countries are continuing to cut back production far 
below the levels of last September; but elsewhere production 
has grown so that total world production is probably now 
about at last September's level -- within two or three 
hundred thousand barrels per day, one way or the other. But 
it is important to note that that level of actual production 
today still reflects restraints by certain governments which 
are holding total production roughly 4 million barrels a day 
below the level which could be produced efficiently with 
existing capacity in place.

New contract oil sale prices have fallen from the 
temporary peaks of early this year, but some oil producers 
are still attempting to charge extraordinarily high prices. 
In view of these high prices, consumers both in the U.S. 
and elsewhere have continued to hold their consumption well 
below levels predicted earlier. In fact, on a worldwide 
basis consumption has been less than production for some 
time now. Inventories have been building up and are now 
approaching the spill-over point.
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Under these circumstances, crude oil prices today 
clearly are under strong pressure to decline further on 
international markets -- though not on the bulk of U.S. 
production, which is under severe price control. Yet, there 
are those in the producing countries who are urging their 
governments to make new sharp cutbacks in production in 
order to try to maintain today's high oil prices, or even to 
try to increase them again. The producing governments are 
being urged to raise prices on that portion of the oil pro
duction being sold directly by the governments and to renege 
on long-term contracts to make some oil available on the 
basis of agreed specified payments of royalties and taxes to 
the governments.

In my view, any new cutbacks in oil production by any 
government at this time should clearly be regarded by the 
United States and by all other consuming countries, both 
more-developed and less-developed, as a counter-productive measure 
Moreover, even apart from the political and security impli
cations for the producers, I am convinced that any such cut
backs would turn out to be economically harmful to the 
producers for two reasons. In the first place, the price 
effects of such cutbacks would inevitably lead to such 
further intensification of research and investment relating 
to alternative sources of energy and to alternatives to 
energy use that the effect would be to reduce the total value 
which the exporters would receive for their oil over the life 
of their producing fields. Cutbacks might bring a higher 
price for a short period, but they would bring a more than 
offsetting reduction in revenues for a long time thereafter 
-- in view of the importers' increased commitment to alter
natives .

In the second place, maintenance of present costs of 
export oil -- even with no increases -- would threaten 
severe economic -- and, in some cases, political -- damage 
to a large number of consuming countries to an extent which 
could not help but cause damaging backlash on the producers 
as well.
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The damage to the consuming countries in the first 
instance would be simple but real -- the result of an in
crease in the costs of their oil imports far greater than 
the increase in the prices of their exports. In this 
regard, I realize that some officials of oil-producing 
countries have attempted to justify further oil price 
increases by reference to increases in the prices of goods 
imported into those countries. Providing the producers with 
this argument has undoubtedly been one additional damage we 
in the developed nations have inflicted on ourselves by our 
miserable performance in relation to inflation. But we 
should not lose our sense of proportion. Since 1970, for 
example, the new contract FOB export dollar price of Saudi 
Arabian light crude has increased approximately 730%, 
whereas the average cost of imported goods and services into 
the producing countries has increased only about 70% over 
the same period. Clearly, the increase in oil prices has 
been about 10 times as large. On a similar calculation, the 
oil price increase has been about 7 times as large from 1960  
to the present.

This large and sudden adverse change in their terms of 
trade finds different nations with widely varying capabil
ities to adapt. For most importing nations, including the 
United States, the impact is reducing our standard of living 
and is reducing our rate of economic growth, but our lives 
and our institutions are not seriously threatened. In a 
number of other nations, however, nations whose standards of 
living were already at the literal margin, and whose hopes 
for economic advancement were fragile in any case, the 
sudden increase in the costs of oil -- and, consequently, of 
fertilizer as well -- could be catastrophic unless there is 
emergency assistance. And even in some countries whose 
standards of living are far above the subsistence level the 
new prices could -- in the absence of far-sighted internation
al cooperation -- threaten the collapse of existing 
institutions.

Such severe damage to the consuming countries would 
create a oacklash on the producers -- apart from political
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d a n g e r s  —  th ro u g h  u n d e rm in in g  th e  eco n o m ie s to  w h ic h  th e  
o i l - p r o d u c e r s  m u st  e x p o r t  i f  th e y  a r e  t o  d e r iv e  th e  m a x i
mum v a lu e  fro m  t h e i r  l im i t e d  r e s o u r c e s ; and  th ro u g h  u n d e r -  , 
m in in g  th e  e co n o m ie s  i n  w h ic h  th e  o i l  p ro d u c e r s  m u st  
t e m p o r a r i ly  i n v e s t  i f  th e y  a r e  to  s e l l  t h e i r  o i l  a t  th e  m o s t  
re w a rd in g  t im e  and  sp e n d  th e  p ro c e e d s  on  eq u ipm en t and  
s e r v i c e s  f o r  t h e i r  own d i v e r s i f i e d  d e ve lo p m e n t a t  th e  
o p t im a l,  n o n - w a s t e f u l  p a c e .

Y ou  w i l l  h a v e  o b se rv e d  t h a t ,  i n  d i s c u s s i n g  th e s e  i m p l i 
c a t io n s  o f  a c t u a l  and  p o t e n t i a l  o i l  p r o d u c t io n  c u t b a c k s ,  I  
have  s t r e s s e d  th e  u n d e r ly in g  and  r e a l  e con om ic  e f f e c t s .  I  
do t h i s  b e c a u se  I  b e l i e v e  th e y  a r e  s e r io u s  - -  and  b e c a u se  I  
t h in k  th e  w o r ld  s h o u ld  be aw are  o f  th e  c o n t r a s t  betw een  th e  
d e l ib e r a t e  c u t b a c k s  by some o i l  p r o d u c e r s ,  on th e  one h an d ,  
and th e  d e te rm in e d  e f f o r t s  b e in g  m ade, on th e  o th e r  h a n d , by  
th e  U n it e d  S t a t e s  and  o th e r  n a t io n s  t o  in c r e a s e  to  th e  
maximum t h e i r  p r o d u c t io n  o f  a g r i c u l t u r a l  and  o th e r  c o m m o d it ie s  
to  s u p p ly  w o r ld  m a r k e t s .

W h i le  I  s t r e s s  th e s e  b a s i c  e f f e c t s ,  I  do n o t  w is h  to  
i g n o r e  th e  im p a c t s  o f  th e  o i l  c u tb a c k s  on th e  f i n a n c i a l  
i n s t i t u t i o n s  and  a r ra n g e m e n ts  o f  th e  F re e  W o r ld .  The i n d i r e c t  
e f f e c t s  h a v e  been s e r io u s  and  w e l l  p u b l i c i z e d  f o r  a  s m a l l  
number o f  b a n k s ,  f o r  exam p le . Y e t ,  i n  my ju d g m e n t,  o u r  
f i n a n c i a l  i n s t i t u t i o n s  and  i n t e r n a t i o n a l  m o n e ta ry  a r ra n g e m e n ts  
a re  n o t  l i k e l y  t o  be b a s i c a l l y  th re a te n e d  by th e s e  d e v e lo p 
m ents i n  th e  com m od ity  f i e l d .  C u r r e n t  p ro b le m s  a r e  r e a l  f o r  
some i n d i v i d u a l s ,  f o r  p a r t i c u l a r  c o m p a n ie s ,  and  f o r  e n t i r e  
c o u n t r ie s ,  b u t  th e y  a re  th e  p ro b le m s  o f  re d u c e d  s u p p ly  o f  
g o o d s ;  th e y  a r e  n o t  l i k e l y  to  be i n t e n s i f i e d  by  f a i l u r e  o f  o u r  
in s t r u m e n t s  o f  f i n a n c i a l  c o o p e r a t io n .

N e i t h e r  do I  f e e l  t h a t  c u r r e n t  d e v e lo p m e n ts  p o se  a  
s e r io u s  t h r e a t  o f  w o r ld  d e p r e s s io n .  T h o se  who c o n c e n t r a t e  
t h e i r  w o r r y in g  to d a y  on th e  p o s s i b i l i t y  o f  w o r ld  d e p r e s s io n  
h ave  b r o u g h t  t o  my m ind  th e  p i c t u r e  o f  a  man im m o b i l iz e d  i n  
th e  f a c e  o f  a  c h a r g in g  b u l l  b y  th e  f e a r  t h a t  i f  he  t r i e d  
to  e sc a p e  th e  a n im a l by ju m p in g  s id e w a y s  he m ig h t  p o s s i b l y  
b ru sh  up a g a i n s t  an  u n se e n  r a t t l e s n a k e .  C e r t a i n l y ,
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r a t t l e s n a k e s  - -  and  a l s o  in a d e q u a te  demand f o r  o u r  e con om ic  
p r o d u c t io n  - -  a r e  a lw a y s  c o n c e iv a b le  d a n g e r s ;  b u t ,  r i g h t  
now , th e  c l e a r  and  p r e s e n t  d a n g e r  b e fo r e  u s  i s  n o t  
in a d e q u a te  demand b u t  f a r  to o  much m o n e ta ry  demand f a c in g  
e x i s t i n g  c a p a c i t y  t o  p ro d u c e . E f f o r t s  t o  draw  a  p a r a l l e l  
betw een t o d a y * s  c ir c u m s t a n c e s  and  th e  e a r l y  t h i r t i e s  seem  
to  me f a r  f e t c h e d .  The p ro b le m  th e n  w as to o  l i t t l e  demand 
f a c i n g  l a r g e  am ounts o f  u n u se d  c a p a c i t y .

The d e v e lo p m e n ts  i n  th e  com m od ity  m a rk e t s  h a v e , o f  
c o u r s e ,  been  r e s u l t i n g  i n  l a r g e  c h a n g e s  i n  p r e v io u s  p a t t e r n s  
o f  f i n a n c i a l  f lo w s .  Con sum ers and  c o n su m in g  n a t io n s  a re  
c h o o s in g  to  b o rro w  a  l o t  m ore th a n  b e fo r e  i n  o r d e r  to  e a se  
t h e i r  t r a n s i t i o n  to  a  w o r ld  o f  h ig h e r  c o s t  e n e rg y .  And some 
o f  th e  o i l  p r o d u c e r s  a r e  c h o o s in g  to  e x p o r t  a  l a r g e  p a r t  o f  
t h e i r  o i l  i n  e x c h a n ge  f o r  IO U * s  fro m  th e  c o n su m in g  c o u n t r ie s .

T h e re  h a v e  been  v a r io u s  e s t im a t e s  t h a t  th e  o i l - p r o d u c i n g  
c o u n t r ie s  i n  c o m b in a t io n  w i l l  i n c r e a s e  t h e i r  in v e s tm e n t s  
a b ro a d  by $50 to  $60 b i l l i o n  d u r in g  t h i s  y e a r .  I  d o n 't  
p la c e  c o n f id e n c e  i n  an y  p r e c i s e  e s t im a t e ,  f o r  i t  i s  now  
u n c le a r ,  n o t  o n ly  w h a t th e  p r i c e  o f  o i l  w i l l  be d u r in g  th e  
r e s t  o f  t h i s  y e a r ,  b u t  even  w h at i t  w as f o r  th e  f i r s t  h a l f  o f  
th e  y e a r ,  s i n c e  v a r io u s  n e g o t i a t i o n s  on  t h a t  s u b j e c t  a r e  
s t i l l  u n d e r  w ay . F u r th e rm o re ,  a t  any  p a r t i c u l a r  p r i c e ,  i t  i s  
u n c le a r  how much o i l  an y  i n d i v i d u a l  c o n su m in g  c o u n t r y  w i l l  
c h o o se  t o  b u y , to  w h a t e x t e n t  i t  w i l l  c h o o se  to  ru n  c u r r e n t  
a c c o u n t  d e f i c i t s  by  l i g h t e n i n g  i t s  c u r r e n t  e con om ic  b u rd e n s  
th ro u g h  b o r r o w in g  and  b u r d e n in g  i t s  f u t u r e  w it h  re p aym e n t  
o b l i g a t i o n s .  I t a l y  and  F r a n c e ,  f o r  e x a m p le , h ave  r e c e n t ly  
ta k e n  f o r c e f u l  d o m e s t ic  m easu res to  re d u c e  t h e i r  o i l  
c o n su m p t io n  and  t h e i r  r e l i a n c e  on o i l  im p o r t s ,  and  m any o th e r  
n a t io n s  w i l l  p r o b a b ly  t a k e  s t e p s  i n  t h a t  same d i r e c t i o n .

F o r e c a s t s  o f  th e  r a t e  o f  f u r t h e r  a c c u m u la t io n  o f  f o r e i g n  
in v e s t m e n t s  by th e  o i l - p r o d u c i n g  c o u n t r ie s  i n  f u t u r e  y e a r s  a re  
even  m ore  te n u o u s .  My own e x p e c t a t io n ,  h o w e ve r, i s  t h a t  th e  
r a t e  w i l l  d e c l i n e  e ach  y e a r ,  n o t  o n ly  b e c a u se  o f  th e  lo w e r  o i l  
p r i c e s  I  a n t i c i p a t e ,  b u t  a l s o  b e c a u se  o v e r  t im e  th e  d e v e lo p 
m ent p la n s  o f  th e  p r o d u c e r s  w i l l  h a v e  p r o g r e s s e d  so  t h a t  th h y  
a r e  u s i n g  up i n c r e a s i n g  p r o p o r t io n s  o f  c u r r e n t  r e v e n u e s .  I t  
h a s  been  e s t im a t e d  t h a t  t h i s  y e a r  o i l  e x p o r t e r s  w i l l  be sp e n d 
in g  a ro u n d  40% o f  t h e i r  r e c e ip t s  f o r  c u r r e n t  im p o r t s ;  I  w o u ld
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expect this percentage to be much larger in future years —  
and, ultimately, it will exceed 100%.

M e a n w h ile ,  h ow e ve r, th e  o i l  p ro d u c e r s  h ave  been a c c u m u la t 
in g  w h a t ,  by  a n y  s t a n d a r d s ,  a re  l a r g e  in v e s t m e n t s .  By  now, 
th ey  q u i t e  p r o b a b ly  exceed  $30 b i l l i o n ;  and  i n  th e  e a r l y  m on th s  
o f  t h i s  y e a r  th e  a c c r e t i o n s  w ere  b e in g  l a r g e l y  p la c e d  i n  s h o r t 
term  b an k  d e p o s i t s  c o n c e n t r a te d  in  th e  f o r e i g n  b ra n c h e s  and  
f o r e ig n  c u r r e n c y  a c c o u n t s  w h ic h  c o m p r ise  th e  s o - c a l l e d  E u r o 
m a rk e t. T h i s  c o n c e n t r a t io n  h ad  begun  to  r a i s e  q u e s t io n s  
ab o u t c a p i t a l  a d e q u acy  i n  th e  b a n k s  and  a b o u t  t h e i r  v u ln e r 
a b i l i t y  t o  su d d en  l a r g e  w it h d r a w a ls .  M ore  r e c e n t ly ,  s t r o n g  
c o u n t e r - p r e s s u r e s  h a v e  begun  to  e x e r t  th e m se lv e s .  The b a n k s  
have  begun  t o  r e j e c t  a d d i t i o n a l  s h o r t - t e r m  d e p o s i t s  and  to  
i n s i s t  on  te rm s m ore  i n  l i n e  w it h  th e  r e le n d in g  o p p o r t u n i t i e s  
a v a i l a b l e  to  them . The o i l - p r o d u c in g  c o u n t r ie s ,  th e m s e lv e s ,  and  
o th e r  d e p o s i t o r s ,  h av e  become m ore c a r e f u l  t o  in s u r e  th e y  w ere  
n o t  r i s k i n g  t h e i r  fu n d s  i n  i n s t i t u t i o n s  w it h  an  in a d e q u a te  
c a p i t a l  b a s e .  And th e re  h a s  a c c o r d in g ly  been in c r e a s e d  i n t e r e s t  
in  i n v e s t i n g  i n  U .S .  T r e a s u r y  s e c u r i t i e s  and  in  o th e r  lo n g e r  
term  s e c u r i t i e s ,  i n c lu d i n g  U .S .  c o r p o r a te  e q u i t i e s .  S e c r e t a r y  
Sim on and  I  hope  to  d i s c u s s  th e se  p o s s i b i l i t i e s  d u r in g  o u r  t r i p  
to  th e  M id e a s t  s t a r t i n g  T h u r sd a y .  I  s u s p e c t  th e  t im e  may a l s o  
be co m in g  when th e r e  w i l l  be in c r e a s e d  i n t e r e s t  b o th  by f o r e i g n  
and by d o m e s t ic  i n v e s t o r s  i n  o f f e r i n g  new e q u it y  f o r  s e le c t e d  
p r iv a t e  b a n k s .  W ith  th e  expanded  b a n k in g  b u s in e s s  t o  be h ad ,  
th e re  w i l l  be  th o s e  who w is h  to  ta k e  a d v a n ta g e  o f  th e  p r o f i t a b l e  
in v e s tm e n t  o p p o r t u n i t i e s  w h ic h  s h o u ld  e x i s t .  O b v io u s ly ,  new 
e q u it y  i s  th e  an sw e r i f  b a n k s  h av e  m ore b u s in e s s  th a n  th e y  can  
h a n d le  w it h  t h e i r  e x i s t i n g  e q u it y  b a se .

Secretary Simon, in his recent speech to the International 
Monetary Conference in Williamsburg, also recognized a govern
mental responsibility in this area. While noting that "Govern
mental regulation and emergency facilities can never substitute 
for prudent financial management", he nonetheless emphasized 
that "in the United States, it is clear that the authorities do 
have a responsibility to supervise U.S. banks in both their 
domestic and international operations, and a major part of that 
responsibility is to insure that they are in a sound position 
to meet their total liabilities."
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All the recent attention to possible massive withdrawal 
of funds should not lead anyone to conclude that the oil-^ 
producing countries have been shifting their funds about in 
a volatile manner» In fact, their officials have shown them
selves to be very conservative investment managers, well aware 
of the loss in the value of their investments which would 
result from any sudden effort to unload a large amount of 
their securities on the capital market or to transfer a large 
amount of their funds from one currency to another»

In relation to the foreign exchange markets, the situation 
must be monitored carefully, but it should be recognized that 
any instability which may have been causedby the large holdings 
of the oil producers are likely to have arisen not from sudden 
shifts of these funds from one investment to another but 
rather from swings in market expectations as to where their 
new accretions of funds would be invested»

In view of the uncertainty on this subject, it is for
tunate that before the question arose there had already been 
so much progress toward greater flexibility in our international 
monetary arrangements» In this period of change in trade and 
investment patterns, and in the presence of widely differing 
rates of inflation in different countries, an attempt to main
tain a framework of rigid exchange rates „would probably have 
led, in practice, to explosive instability» There have been 
substantial changes in exchange rates since the upward spurt 
of oil prices began last October» Yet, these have been handled 
without serious interruption to the world*s trade and investment 
transactions» A small number of banks did get into trouble in 
their foreign exchange dealing during this period, but their 
difficulties seem to have been focused in faulty internal 
procedures and in involvement in foreign exchange speculation 
out of proportion to the size of the institutions» Regrettable 
as their experience was, it probably has had the salutary effect 
of bringing other institutions to examine their foreign exchange 
practices more carefully» And the recent Herstatt case in 
Germany, in particular, is leading banks to consider whether 
changes are desirable in interbank clearing procedures to reduce 
unintended risk exposure in what were intended to be essentially 
riskless simultaneous exchange transactions»
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I n  r e c e n t  w e e ks, th e  U . S .  and  o t h e r  go v e rn m e n ts  h av e  
a l s o  g i v e n  c o n s id e r a t io n  t o  th e  p o s s i b i l i t y  o f  s e t t i n g  up a  
new in t e r - g o v e r n m e n t a l  a g e n c y  w h ic h  w o u ld  be d e s ig n e d  to  
b o rro w  l a r g e  am ounts o f  money fro m  th e  o i l  p r o d u c e r s  on  
co m m e rc ia l te rm s and  th e n  to  r e - le n d  th o se  fu n d s  i n  o t h e r  
c o u n t r ie s  a g a in  on  c o m m e rc ia l te rm s 0 T h a t  ty p e  o f  a g e n c y  
re m a in s  a  p o s s i b i l i t y ,  i f  i t  s h o u ld  be n eeded , b u t  a t  th e  
moment th e  c o n s e n s u s  •—  w h ic h  I  t h in k  i s  w is e  - -  i s  t h a t  i t  
w ou ld  be  b e t t e r  t o  r e l y  b a s i c a l l y  on  th e  many d i f f e r e n t  c h a n n e ls  
p r o v id e d  b y  e x i s t i n g  i n s t i t u t i o n s  f o r  h a n d l in g  th e  l a r g e ,  new  
in v e s tm e n t  f lo w s  among n a t i o n s .

G o v e rn m e n ts, n o n e t h e le s s ,  h ave  an  im p o r ta n t  s u p p o r t iv e  
r o le .  I n  th e  U 0 S . ,  we r e c o g n iz e d  t h a t  e a r l i e r  t h i s  y e a r  b y  
re m o v in g  th e  c o n t r o l s  on  th e  o u t f lo w  o f  c a p i t a l  fro m  th e  
U n ite d  S t a t e s .  We r e c o g n iz e d  i t  b y  e x p a n d in g  th e  n e tw o rk  o f  
b i l a t e r a l  swap a g re e m e n ts  b y  w h ic h  go v e rn m e n ts  s t a n d  r e a d y  to  
h e lp  e a c h  o t h e r  i n  c a s e  o f  s h o r t - r u n  e xch an ge  m a rk e t  d i s t u r 
b a n c e s .  And we and  o t h e r  go ve rn m e n ts  r e c o g n iz e d  i t  b y  a  w id e  
ra n g e  o f  c o o p e r a t iv e  i n t e r n a t i o n a l  i n i t i a t i v e s .  A t  th e  r e c e n t  
f i n a l  m e e t in g  o f  th e  " C - 2 0 "  M i n i s t e r i a l  Com n*ittee, t h e r e  w as a  
renew ed d e d i c a t i o n  t o  i n t e r n a t i o n a l  m o n e ta ry  c o o p e r a t io n  and  
agreem en t on  a  new  p le d g e  to  a v o id  r e s t r i c t i v e  t r a d e  m e a su re s  
f o r  b a la n c e  o f  p aym e n ts p u r p o s e s .  A  new f a c i l i t y  w as c r e a t e d  
in  th e  IM F  t o  p r o v id e  4 -  to  7 - y e a r  c r e d i t  a s s i s t a n c e  to  a id  
n a t io n s  i n  a d j u s t i n g  t o  h ig h e r  o i l  p r i c e s ,  and  th e r e  w as 
agreem en t t h a t  i n  some c a s e s  —  th ro u g h  a s o - c a l l e d  e x te n d e d  
Fund f a c i l i t y  - -  th e  IM F  s h o u ld  be  a b le  i n  s p e c i a l  c a s e s  t o  
p r o v id e  c r e d i t  o f  lo n g e r  m a t u r i t y  to  le s s - d e v e lo p e d  c o u n t r ie s  
u n d e r g o in g  m a jo r  s t r u c t u r a l  c h a n g e s .  T h e re  i s  a l s o  an  u n d e r 
s t a n d in g  t h a t  go v e rn m e n ts  i n  need  may s e l l  some p o r t i o n  o f  
t h e i r  g o ld  h o ld i n g s  i n t o  p r i v a t e  m a rk e ts  o r  u se  t h e i r  g o ld  a s  
c o l l a t e r a l  f o r  b o r r o w in g .

A l l  t h e s e  a c t i o n s  w ere c o n s t r u c t i v e  r e s p o n s e s  w h ic h  h av e  
s t r e n g th e n e d  o u r  i n t e r n a t i o n a l  m o n e ta ry  sy s te m . B u t  we m ust  
r e c o g n iz e  t h a t  f o r  a  s m a l l  num ber o f  p a r t i c u l a r l y  h a rd  h i t  
c o u n t r ie s  t h e s e  m e a su re s  a r e  n o t  l i k e l y  t o  be  en ou gh . I 'm  
su r e  t h a t  J im  G rant; w i l l  l a t e r  t h i s  m o rn in g  be  m ore e lo q u e n t  
th a n  !  c a n  be  on  thie p r o s p e c t iv e  p l i g h t  o f  th o s e  c o u n t r ie s  
w hose s t a n d a r d s  o f  l i f e  w ere a l r e a d y  a b y s m a l ly  lo w  an d  now  
have  th e  d i s t i n c t i o n  o f  b e in g  th e  "m o s t  s e r i o u s l y  a f f e c t e d "  b y  
th e  new o i l  p r i c e s .  T h e se  a r e  among th e  c o u n t r ie s  w h ic h  h ave  
re a s o n  t o  be  g r a t e f u l  t o  y o u  on  t h i s  Su b co m m itte e  f o r  s e c u r in g  
p a s s a g e  o f  th e  ID A  a u t h o r i z a t i o n  a  few  d a y s  a g o .  Y e t ,  t h o s e  
fu n d s  w ere  i n t e n t i o n a l l y  c l e a r l y  e a rm arke d  t o  be  u se d  on  
s p e c i f i c  lo n g - r a n g e  d e v e lo p m e n t p r o j e c t s  t o  r a i s e  t h e i r  p e o p le  
fro m  th e  s i n k  o f  p o v e r t y .  T h o se  ID A  fu n d s  w i l l  n o t  b e , and  
s h o u ld  n o t  b e , a v a i l a b l e  t o  h e lp  p a y  a n y  o f  th e  tre m e n d o u s
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increase in the costs of oil and fertilizer for the immediate 
use of their struggling economies0 For this purpose, these 
countries will be pleading, before this year is over, for some 
non-project funds on a concessional basis» There is no likeli
hood, however, that such funds could be repaid within a few 
years; they will have to be on a long-term, low-interest basis»
In most cases, the lack of these funds is probably not a 
matter of life^and death this week, but that time is probably 
not many months away» And the total sums in question for this 
year are not immense» I doubt that it will ultimately be 
decided that a large amount is appropriate in this calendar 
year from all sources in new forms of aid above those traditional 
forms of aid already scheduled»

Still, there is an organizational urgency in reaching a 
consensus on some analysis of the factual situation in these 
countries and in insuring that there is an adequate response 
from those countries of the world who are in a more-favored 
position»

Some of the oil-producing countries have begun to respond 
with isolated bilateral arrangements» There have also been 
appeals for funds by the UN and discussions of various possible 
joint initiatives by some of the oil exporters, but little has 
actually been committed at this time specifically to alleviate 
the near-term distress of the "most seriously affected"*

The oil producers have agreed to purchase additional 
amounts of World Bank bonds and to lend about $3 billion to 
the IMF, but these investments are at approximately market terms 
and are effectively guaranteed as to repayment by the major 
developed nations, including the U»S» They do not represent 
provision of the concessional funds appropriate for the "most 
seriously affected"»

For them, the rescue operation, in large part, remains to 
be organized» For this purpose, it may well be that no new 
financial institution is needed; but there must be a group 
which is charged with being sure the job gets done» For this 
purpose, I am placing great hope on the new ministerial 
development council to be set up along C-20 lines, in accordance 
with a decision taken by the Ministers when they were in 
Washington last month for the final C-20 Meeting» I certainly 
hope that this new group representing oil producers and oil 
consumers, both developed and less developed, will be small 
enough to function effectively and will have the competence 
and the conscience for the job»



-  11 -

The problems which that new council will face and the 
problems which all of us face with the new oil prices are 
real» The appropriate remedy is to lower those prices. Mean 
while, we must cooperate internationally to mitigate the real 
problems as much as we can. If we continue that cooperation, 
if we stay alert, those real problems will not be made worse 
by any freezing-up of the world's financial mechanisms.

Thank you.

0O0



Department of theTM ASURY
5HINGT0N, D C. 20220 TELEPHONE W04-2041

Vi

FOR RELEASE AT 1 t J  0 A.M., EDT 
TUESDAY, JULY 9, 1974

ADDRESS
BY

THE HONORABLE WILLIAM E. SIMON 
SECRETARY OF THE TREASURY 

TO THE NATIONAL CHAMBER OF COMMERCE CONFERENCE ON 
"ELECTING AN INFLATION-PROOF CONGRESS IN 1974" 

WASHINGTON, D. C.
TUESDAY, JULY 9, 1974

No one will be surprised when I express strong 
support for the goal of this Conference —  to elect an 
inflation-proof Congress in 1974. Since my first day as 
Secretary of the Treasury I have been hammering away at 
the point that inflation is our number one economic 
problem.

The inflation we have experienced has gone on so 
long and become so intense that it has done damage to 
every sector of our society. It has hurt everybody —

i
people at all income levels, corporations, financial 
institutions, local governments —  everybody. But most 
of all, it has hurt the poor.

But while the damage done by inflation is clear 
enough, it is not going to be easy to bring it under 
control. And that brings me to the aspect of this

W S-5 3
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conference I particularly like, and that is your focus 
on the political dimension of inflation. I don't mean 
politics in the partisan, how-do-we-get-elected sense, 
but in terms of Government leaders of whatever political 
persuasion representing and responding to the will of 
their constituents. Inflation is not just an economic 
problem, it is a political problem as well. In fact, the 
biggest worry I have about our economic future is whether 
or not the American people and their Government will have 
the sustained political will to carry this long, tough 
anti-inflation battle through to a successful conclusion. 
The Origins of Inflation

The industrialized democracies of the world have all 
suffered an horrendous bout of inflation over the past 
decade —  the United States less than most (although 
I take little comfort from that fact). I think it is 
fair to conclude th,at in almost every case a major cause
of the inflation was political.

In saying that, I do not mean to imply that inflation 
is a simple matter, with only the single dimension of 
government economic policy. Inflation is a complex process 
with many causes. For example, we are all aware of the 
series of outside shocks that hit our-price level during
the past two years.
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• World production of wheat and coarse 
grains declined a disastrous 3 1/2 percent 
in 1972, which*resulted in a 36 percent 
increase in farm prices and a 20 percent 
increase in consumer food prices during 1973.

• Every industralized nation in the world 
experienced strong growth in 1973, and this 
unusual simultaneity put strong pressure on 
all internationally-traded raw materials.
In the United States, wholesale prices of 
crude materials, excluding food, increased 
31 percent during 1973.

• The devaluations of the dollar m^de the 
food and industrial raw material price 
explosion even worse, because the United 
States suddenly became the most favorable 
place for( other nations to obtain those 
hard-to-get raw materials. This was good 
news for our international trade position, 
but it put substantial additional pressure 
on domestic prices.

• At the end of 1973, the Arab nations 
quadrupled the price of crude oil, which put 
great pressure on the prices of almost



4

all goods and services produced in the 
United States.

• The end of wage and price controls just 
two months ago has added the predictable 
burst of price'pressures to the current 
situation.

All of those forces, however, are one-time events.
While they are with us, they have an enormous influence on 
the general price level. For the most part, however, it 
is a .temporary influence. And when these special forces 
have passed — : and most are in the phase-out stage now —  
we find that the problem of inflation is still with us, 
almost as strong as ever. At the end of this year, after 
the food and fuel and other special factors have receded, 
our price level will probably still be rising by something 
in the neighborhood of 7 1/2 percent per year.

And the reason we still find such an horrendous rate
i

of inflation in the system after the special factors have 
run their course is that the American people and their 
government have been making the political decisions that 
have brought it about. We have increased Government spending 
faster than we have been willing to pay for it through 
taxation. We have created too much new money and credit, 
so that more borrowing and investment have taken place
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than could be financed put of savings. By those actions 
we permitted, encouraged, and even forced the demand for 
goods and services to outrun the productive capacity of 
our economy. The inevitable result was inflation.

What this boils down to is that our economic reach 
has been greater than our grasp of how the economy works.
Our eyes have been bigger than our stomach. We have not 
learned that the standard of living in an economy cannot 
grow more rapidly than productivity. We do not want to 
accept the idea that resources are scarce and that if we 
make a decision to give more to some people in the society 
we are at the same time deciding to take those resources 
away from somebody else. Moreover,, if we do not make the 
take-away decision explicitly —  by cutting Federal spending 
elsewhere, for example —  we do not escape that decision.
It is accomplished instead by the tax of inflation.

My basic point, is that in making many of the decisions 
that are so crucially important for inflation we act through 
our political system. It is a political decision whether 
or not a government spending program is accelerated or 
throttled back. It is a political decision whether or not 
taxes are raised or lowered. It is a political decision 
whether or not we use a Federal program to funnel cheap 
credit to special sectors of the economy. And for too
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many years now, too many of these political decisions 
have been going the wrong way. From a political point of 
view, it is always easier to spend than to tax. From an 
economic point of view, that excessive spending levies 
the cruelest and most indiscriminate tax of all —  inflation. 
The Cure

The correction of the inflation problem is every bit 
as difficult and complex as the inflation itself. There 
are no simple, quick solutions. Back in 1971, some of us 
thought there might be, but now that controls have had 
their try we know better.

No, if we are to lick this inflation, we will have 
to go back to fundamentals. One such fundamental is more 
savings and investment. As I mentioned earlier, the demands 
of the American people go far beyond the capacity of the 
economy. It is of vital importance, therefore, that we 
continue, and accelerate if we can, the upward trend of 
productivity. And that will take a very large volume 
of savings and investment.

It is no accident that economies, such as Japan or 
Germany, that devote a large proportion of their output 
to capital formation have also experienced rapid gains in 
output per man-hour. By contrast, the United States has 
put a rather small share of its output into new plant
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and equipment —  about 15 percent versus an average of 
about 19 percent in the other industrialized nations -- 
and we have also had a much slower rate of productivity 
advance. The need for emphasizing capital formation should 
be clear.

In addition, however, there are important new 
investment requirements that go beyond the normal needs 
to replace and expand the existing stock of productive 
capital. There are many of these new investment requirements, 
including pollution control, new systems of urban trans
portation, and energy. The latter is the most important 
by far. Project Independence is estimated to take from 
three-quarters to one trillion dollars of new investment 
over the next decade pr so. In recent years energy has 
accounted for about one-fifth of total investment; in the 
foreseeable future, however, that proportion will have to 
rise to about one-third.

It is clear, therefore, that our future needs for 
saving and investment represent an enormous challenge 
above and beyond what is normal for the American economy. 
Indeed, investment, will have to take a rising share of 
economic output at the expense of consumption and 
government spending. •
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To do this,, we will have to make several important 
changes in our policies. First, Government spending will 
have to be curbed to make economic room for the added 
investment. Second, profits will have to grow to provide 
both the incentive and the wherewithal for investment.
We cannot look upon profits as an unnecessary evil, as 
I fear so many Americans now do. We must avoid legislation 
and regulation that is punitive of profits honestly earned.
If we do not, capital formation will be inhibited and the 
real purchasing power of workers' earnings will grow more 
slowly.

Third, we must reverse our long-held policies that 
penalize saving and encourage consumption. Our fax 
system should be re-examined to this end. Federal Reserve 
Regulation Q, which limits interest paid on savings accounts, 
should be revised at the earliest opportunity. And we should 
permit the normal incentives of the price system to operate 
freely. We must not impose artificial government constraints, 
as for example we have done for so many years, and are still 
doing, in regulating the price of natural gas.

It is instructive to recall what took place after 
August 1971, when we removed the artificial constraint of 
fixed exchange rates that had produced an overvalued dollar 
for so many years. In the free market, the dollar moved
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to new, more competitive levels and our trade balance, 
which had been in a nose dive for many years, returned to 
surplus. Similarly, when we changed agricultural policy 
180 degrees to permit maximum production, American farmers 
responded to the incentives of the market place by planting 
large amounts of additional acreage, which are now producing 
record harvests, the prospect of which has brought grain 
prices down. These are just two examples of what the 
market place, given reasonable freedom and time, can 
achieve in overcoming serious economic problems.
That Old-Time Religion

Another fundamental part of the fight against 
inflation is what has come to be called "that old-time 
religion," the essence of which is sufficient monetary 
and fiscal restraint to keep the demands for economic 
output within our capacity to meet them. Indeed, if we 
are to squeeze out the high rate of inflation that is now 
thoroughly embedded in our system, we will have to opera.te 
with a margin of slack in the economy.

This,does not mean that economic policy should be 
harsh and brutal. Not at all. A recession would not help 
the cause of price stability —~ quite the contrary, because 
a recession would force us back into .strongly stimulative 
policies that in the end would create still more inflation.



-  10

Frequent and abrupt changes in economic policy are almost 
as disastrous as no restraint at all.

Still, that old-time religion has its costs. We 
will have to take some unpleasant-tasting medicine, and we 
will have to continue to take it for several years or 
longer. We will have to give up some government spending 
programs, and unless growth in Federal spending can be 
cut back appreciably we will have to forego the pleasures 
of a tax cut. Credit will have to be less easily available. 
Business profits cannot grow quite so buoyantly. Unemploy
ment will have to average slightly higher than it otherwise 
would.

These are not negligible costs. But if we are to 
regain control over inflation, there is no other way;
The costs of continued rapid inflation, which is the only 
alternative, are far greater.

And that brings us back to politics again. I said . «
at the outset of this talk that my biggest worry was 
whether the American people and their Government would 
have the sustained political will for this fight. I think 
there is more hope now than ever before. The double-digit 
inflation of this past year has frightened many people, 
and made them more willing to support> tough anti-inflation 
policies. Good economics is getting to be good politics.
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But my question has not been answered»yet. We do 
not know if the people and their elected representatives 
want to attack the root causes of inflation, rather than 
just the results of inflation. We do not know if they 
will face up to the cost's of anti-inflation policies.
We do not know if they will assess these costs —  as I do 
as being much smaller than the costs of continued rapid 
inflation. If we can persuade them of this, then we will 
have gone a long way toward achieving the important goal 
of electing an inflation-proof Congress in 1974.
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SIMON TO LEAD HIGH-LEVEL DELEGATION 

TO MID EAST AND EUROPE
Secretary of the Treasury William E. Simon announced today 

that he will lead a high-level economic delegation to Egypt, 
Israel, Saudi Arabia and Kuwait, followed by meetings with the 
finance ministers in Germany, France and England.

It will be his first mission abroad as Treasury Secretary.
Simon will be accompanied by Under Secretary Jack F. Bennett, 

Assistant Secretary Gerald L. Parsky, and key officials from the 
State, Treasury, Commerce and Agriculture Departments and AID.

Simon’s visit to Egypt is being made at the President’s 
request, pursuant to the Declaration of Principles signed by 
Presidents Nixon and Sadat on June 14, and will add to the 
growing dialogue with that country. "I have every confidence," 
Simon said, "that we can make a viable and lasting contribution 
in assisting the Egyptians in their quest for rapid economic 
development and in further developing mutually advantageous 
economic relations between Egypt and the U.S."

Simon’s trip to Israel is a result of the June 17 
U.S.-Israeli joint statement issued during President Nixon’s 
visit to Israel. It will include meetings with 
Prime Minister Rabin and other high government officials, 
and explore ways of strengthening and developing further the 
framework of bilateral economic relations.

"Our visit to Saudi Arabia is a follow-up to Prince Fahd's 
June visit to the U.S. when we established the Joint U.S.-Saudi 
Commission on Economic Cooperation, and will continue our 
effort to cooperate in the areas of: industrialization, man
power and education, science and technology, and agriculture," 
Simon stated. Simon is the U.S. Chairman of this commission, 
and Mr. Parsky is its Executive Secretary.

"Through the Joint Commission we will be working in concert 
with key Saudi economic policy officials to assist them in 
diversifying their economy," Simon stated.

(MORE)
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The Middle East portion of Secretary Simon’s trip will con
clude with a visit to Kuwait, where he will exchange views with 
Kuwaiti officials on global economic, financial and energy matters 
in consider.ion of the significant role Kuwait plays, not only 
in oil affairs, but also as a contributor to international mone
tary stability, and as one of the most rapidly growing business 
and industrial centers in this extremely important area.

The Treasury Secretary•departs from Washington on Thursday, 
July 11, and will return on Saturday, July 27.

oOo
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TREASURY’ S WEEKLY BILL OFFERING

The Treasury Departm ent, by t h is  p u b lic  n o t ic e , in v it e s  tenders fo r  two 
series of Treasury b i l l s  to  the aggregate amount o f $ 4 ,5 0 0 ,0 0 0 ,0 0 0 , or th e reab o u ts,

[o be issued J u ly  18, 1974, as fo llo w s :

91-day b i l l s  (to m a tu rity  d ate) in  the amount o f $ 2 ,6 0 0 ,0 0 0 ,0 0 0 , or th e re a b o u ts, 
representing an a d d itio n a l amount o f b i l l s  dated A p r il  18, 1974, an<* to  mature 
¡October 17, 1974 (CUSIP No. 912793 UU8), o r i g i n a lly  issu ed in  the amount o f  
»1,804,175,000 (an a d d itio n a l $100,065,000 was issu ed on June 5 , 1974), the  
additional and o r ig in a l  b i l l s  to  be f r e e ly  in te rch a n g e a b le .

182-day b i l l s  fo r  $ 1 ,9 0 0 ,0 0 0 ,0 0 0 , or th e reab o u ts, to  be dated J u ly  18, 1974,

¡and to mature January 16, 1975 (CUSIP No. 912793 VR4)v

The b i l l s  w i l l  be issu e d  fo r  cash and in  exchange fo r  Treasury b i l l s  m aturing  
July 18, 1974, o u tsta n d in g  in  the amount o f $4,3 14 ,4 75 ,00 0, o f  which Government 
accounts and F ed eral Reserve Banks, fo r  them selves and as agen ts o f  fo r e ig n  and 
¡international monetary a u t h o r i t i e s , p r e s e n tly  hold $2,373,975,000. These accounts  
nay exchange b i l l s  th ey hold fo r  the b i l l s  now being o ffe r e d  a t  the average p r ic e s  
of accepted te n d e rs.

The b i l l s  o f both s e r ie s  w i l l  be issu ed  on a d isco u n t b a s is  under co m p etitive  
and noncom petitive b id d in g as h e r e in a fte r  p ro vid ed , and a t  m a tu rity  t h e ir  fa c e  
amount w i l l  be payable w ith o u t i n t e r e s t .  They w i l l  be issu ed  in  bearer form o n ly ,

¡tod in denom inations o f  $10 ,00 0, $15 ,00 0, $50,000, $100,000, $500,000 and $1,000,000  
»maturity v a lu e ) .

Tenders w i l l  be re ce iv e d  a t Fe d e ra l Reserve Banks and Branches up to  th e c lo s in g  
¡hour, o n e -th ir ty  p . m . , E a ste rn  D a y lig h t  Saving tim e, Monday, J u ly  15, 1974,

Tenders w i l l  n o t be re c e iv e d  a t  the Treasury Departm ent, W ashington. Each tender  
[must be fo r  a minimum o f  $10,000. Tenders over $10,000 must be in  m u ltip le s  o f  
$5,000. In  the case o f c o m p e titiv e  tenders the p r ic e  o ffe r e d  must be expressed on 
|he basis o f 100, w ith  not more than th ree d e cim a ls, e . g . ,  99.925. F r a c tio n s  may 
pot be used. I t  i s  urged th a t tenders be made on the p rin te d  forms and forwarded 
p  the s p e c ia l envelopes which w i l l  be su p p lied  by F ed eral Reserve Banks or Branches 

a p p licatio n  th e r e fo r .

B an k in g  institutions and dealers who make primary markets in Government 
¡Securities, and report.dailv to the Federal Reserve Bank of New York their positions

(OVER)
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w ith  re sp e ct to Government s e c u r it ie s  and borrowings thereon may submit tenders 
fo r  account o f customers provided the names o f the customers are s e t fo r th  in  
such te n d e rs. Others w i l l  not be perm itted to  submit tenders excep t fo r  th e ir  
own a cco u n t. Tenders w i l l  be received  w ithout d e p o sit from in corp orated banks and 
tr u s t  companies and from re sp o n sib le  and recogn ized d e a le rs  in  investm ent securities! 
Tenders from o th ers must be accompanied by payment o f 2 percent o f the fa c e  amount 
o f Treasury b i l l s  ap p lie d  f o r ,  u n less the tenders are accompanied by an express 
guaranty o f payment by an in corp orated bank or tr u s t  company.

Im m ediately a f t e r  the c lo s in g  hour, tenders w i l l  be opened a t the Federal 
Reserve Banks and Branches, fo llo w in g  which p u b lic  announcement w i l l  be made by 
the Treasury Department o f the amount and p r ic e  range o f accepted b id s . Only those 
su b m ittin g co m p etitive  tenders w i l l  be advised o f the acceptance or r e je c tio n  
th e r e o f. The S e cre ta ry  o f the Treasury exp re ssly  reserves the r ig h t  to accept 
or r e je c t  any or a l l  ten d e rs, in  whole or in  p a r t ,  and h is  a c tio n  in  any such respeci 
s h a ll  be f i n a l .  S u b je ct to these r e s e r v a tio n s , noncom petitive tenders fo r  each 
is s u e  fo r  $200,000 or le s s  w ithout s ta te d  p r ic e  from any one bidder w i l l  be accepted] 
in  f u l l  a t the average p r ic e  (in  three decim als) o f accepted co m p etitive  b id s for 
the r e s p e c tiv e  is s u e s . Settlem en t fo r  accepted tenders in  accordance w ith  the 
b id s must be made or completed a t  the Fed eral Reserve Bank on J u ly  18, 1974, 
in  cash or other im m ediately a v a ila b le  funds or in  a l ik e  fa c e  amount o f Treasury 
b i l l s  m aturing J u ly  18, 1974, Cash and exchange tenders w i l l  r e c e iv e  equal

treatm en t. Cash adjustm ents w i l l  be made fo r  d iffe r e n c e s  between the par value of 
m aturing b i l l s  accepted in  exchange and the is s u e  p r ic e  o f the new b i l l s .

Under S e c tio n s  454(b) and 1221 (5) o f th é In te r n a l Revenue Code o f 1954 the 
amount o f d isco u n t a t which b i l l s  issu ed  hereunder are sold i s  considered to  accrue 
when the b i l l s  are s o ld , redeemed or otherw ise disposed o f ,  and the b i l l s  are ex

cluded from c o n sid e ra tio n  as c a p it a l  a s s e t s . A c c o rd in g ly , the owner o f Treasury 
b i l l s  (other than l i f e  in su ran ce companies) issu ed hereunder must in clu d e  in  his 
income ta x  re tu r n , as ord in ary gain  or l o s s , the d iffe r e n c e  between the p r ic e  paid 
fo r  the b i l l s ,  whether on o r ig in a l  is su e  or on subsequent purchase, and the amount 
a c t u a lly  re ceive d  e ith e r  upon s a le  or redemption a t m atu rity  during the taxable  
year fo r  which the re tu rn  i s  made.

Treasury Department C ir c u la r  No. 418 (cu rren t r e v is io n )  and t h is  n o t ic e ,  
p r e s c r ib e  the terms o f  the Treasury b i l l s  and govern the co n d itio n s o f  th e ir  issue. 
C o pies o f the c ir c u la r  may be obtained from any Fed eral Reserve Bank or Branch.
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UNDER SECRETARY OF THE TREASURY 

BEFORE THE LEGISLATION AND MILITARY OPERATIONS SUBCOMMITTEE 
OF THE HOUSE COMMITTEE ON GOVERNMENT OPERATIONS

JULY 10, 1974

Mr. Chairman and Distinguished Members of the Subcommittee:

I am appearing before you today in response to your 

invitation that I present a statement on behalf of the 

Department of the Treasury concerning Reorganization Plan 

No. 2, 1973, and the recent study by the Office of Management 

and Budget which was initiated to improve the interdiction
i

of contraband and aliens along our common border with Mexico. 

With me today is Commissioner of Customs Acree. Commissioner 

Acree has a prepared statement which he will offer after 

the Committee has finished hearing my testimony.

One of the purposes of Reorganization Plan No. 2 was 

to provide a more effective and unified effort in the control

WS-56
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of illicit drugs in the United States. One of the major 

geographical areas where illicit drugs enter the United 

States is our common border with Mexico. The Office of 

Management and Budget initiated a study in December of 1973 

with the objective of obtaining more effective law enforce

ment control along our southern land border. The Treasury 

Department was happy to participate in a comprehensive 

study of the problem since we wish also to promote the most 

efficient use of the existing resources and special skills 

of the Federal agencies situated along the border. The 

U.S. Customs Service and the Treasury Department were fully 

involved in the study and provided our suggestions and 

comments on the alternative proposals and made specific 

recommendations of our own.

Given the existing statutory and regulatory authorities, 

our basic proposal to the OMB study team was to retain all 

Federal agencies presently operating on the border and for 

them to operate in what appeared to us to be the most 

effective manner. I understand your Committee has been 

given copies of the materials prepared by the Treasury 

Department, including our specific proposals. It is fairly
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common in the United States to have different law enforce

ment agencies operating in the same geographical area and 

we felt our proposal would maximize enforcement efficiency 

and effectiveness and minimize the disruption of personnel, 

property and statutory authority.

We are obviously disappointed in the outcome of the 

OMB study. However, the Treasury Department has accepted 

the results and feels that the proposal is a workable one.

It will help eliminate any unproductive competition among 

Federal agencies and should improve the overall border 

enforcement effort. The Treasury Department and the U.S. 

Customs Service will continue to cooperate with the Immigration 

and Naturalization Service and the Drug Enforcement Admin

istration since we feel that, although the specific missions 

of these various law enforcement agencies differ, their 

overall purpose is to prpvide effective law enforcement.

It is our intention to begin preparation of various 

operating agreements that will provide the basis for the 

Border Patrol's authority to conduct contraband interdiction 

between the ports of entry along the Mexican border. We 

will also continue to improve our relationship with DEA
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through operating agreements to include the exchange of 

information and also to promote cooperation between the 

agencies in conducting specific cases.

Through our combined efforts I believe we will attain 

a border that is more secure. This concludes my prepared 

statement and I would be happy to answer any questions you

may have.



FOR RELEA SE  ON D E L IV E R Y

STATEMENT BY THE HONORABLE VERNON D. ACREE 
COMMISSIONER OF CUSTOMS

BEFORE THE LEGISLATION AND MILITARY OPERATIONS SUBCOMMITTEE 
OF THE HOUSE COMMITTEE ON GOVERNMENT OPERATIONS 

JULY 10, 1974

Mr. Chairman and Members of the Subcommittee

I am appearing before your subcommittee today in response 

to your invitation that I present a statement in connection 

with your review of Reorganization Plan No. 2 of 1973 and 

the results of the related study recently released by the 

Office of Management and Budget.

The Secretary of the Treasury and the Customs Service 

have been responsible since 1789 for the enforcement of all 

provisions of the Customs laws, many of the navigation laws 

and, within the last 50 years, the air commerce laws, in 

addition to the enforcement of more than 200 laws for 

approximately 40 other Federal agencies.

Late in 1973, following the announcement of Reorganization 

Plan No. 2, the Office of Management and Budget conducted a 

study regarding enforcement of drug and other contraband



interdiction along the Mexican border. Customs presented 

to OMB its recommended strategy for covering these problems, 

which was based on its on-going operations. At the Committee' 

request, we have furnished the Committee copies of our concept

The Office of Management and Budget examined our 

operation in the light of alternative proposals. They did 

not select ours. The concept they did choose was announced 

publicly and has been communicated to you in detail.

In general, the study concluded that the Immigration 

and Naturalization Service should be responsible for inter

diction of drugs and other contraband between ports of entry 

on the Mexican border, while Customs acts as single-agency 

manager at the ports of entry. Customs also has been 

designated as the lead agency to continue the air inter

diction program that it has developed.

Naturally, we were disappointed that our strategy was 

not adopted by OMB, and that the performance of our Customs 

Patrol Officers did not, in OMB's view, justify their con

tinuation at their locations along the border. We thought 

our border operation was better than altérnative plans offered 

by others. The Customs Service, however, is a professional



law enforcement agency. We will try to the best of our 

ability to make the organizational realignment and new 

procedures work.

This concludes my formal statement. I will be happy 

to answer any questions you may have or to supply any 

additional information you desire.



Department of the TREASURY
ASHINGTON, D C. 20220 TELEPHONE W04-2041
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Secretary of the Treasury, William E. Simon, 
today announced designation of John A. Bushnell 
as Deputy Assistant Secretary for Developing Nations 
Finance in the Office of the Assistant Secretary for 
International Affairs. He succeeds Richard F. Larsen.

The responsibility of Mr. Bushnell will be 
primarily within the area of development assistance, 
focusing on ü. S. relations with the multilateral 
lending institutions.

Mr. Bushnell has served with distinction as a 
Foreign Service Officer in the Department of State 
since 1959. He has been detailed to the National 
Security Council since 1971 and will now be on 
detail at Treasury.

Mr. Bushnell was the recipient of The Merit 
Honor Award in 1967, and the William R. Rivkin Award

in 1968.
He was born in 1933 in New York City, New York, 

and holds degrees from Yale University and the Uni~

versity of Melbourne.
He is married to the former Ann Morel. They 

have three children: John, Mark, and Timothy.

WS-57
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Department of

FOR IMMEDIATE RELEASE July 11, 1974

Secretary of the Treasury, William E. Simon, 
today announced his intention to appoint Richard 
F. Larsen as Special Assistant to the Secretary. 
This is a new position.

Dr. Larsen, who has been serving as Deputy 
Assistant Secretary for Developing Nations Finance 
since February 1973, will work on coordination of 
Treasury operations in the areas of domestic and 
international capital and natural resource manage
ment. Previously Dr. Larsen served as Lieutenant 
Governor of North Dakota and in his new position 
is expected to develop closer working relations 
between the U. S. Treasury and those multi-state 
and state government units concerned with resource 
utilization and planning.

Larsen, 37, is married to the former Christine 
Ellen Frawley of New York City, has two children 
and lives in Bethesda, Maryland.

W S-58 OoO
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Department of theTREASURY
SHINGTON, D.C. 20220 TELEPHONE W04-2041

FOR IMMEDIATE RELEASE July 11, 1974

ANTIDUMPING INVESTIGATION INITIATED 
ON CHICKEN EGGS IN THE SHELL 

FROM CANADA
Assistant Secretary of the Treasury David R. Macdonald 

announced today the initiation of an antidumping investiga- 
tion on imports of chicken eggs in the shell from Canada.

Notice of this action will be published in the Federal 
Register of July 12, 1974.

Mr. Macdonald1s announcement followed a summary 
investigation conducted by the U.S. Customs Service after 
receipt of a complaint alleging that dumping was occurring in the 
United States. The information received tends to indicate 
that the prices of the merchandise sold for exportation to 
the United States are less than the home market prices.

During calendar year 1973, imports of chicken eggs 
in the shell from Canada were valued at approximately 
$4,700,000.



FOR IMMEDIATE RELEASE July 11, 1974

PROGRESS NOTED IN EXPORT CREDIT DISCUSSION

Progress was reported today at the conclusion of a two- 
day meeting here in discussion of a gentlemen’s agreement on 
export credits among representatives of the nine member 
countries and the Commission of the European Communities, 
Japan and the United States. Representatives of Canada 
attended as observers.

The purpose of the meeting, which followed other meet
ings in Europe, was to pursue the possibility of establishing 
minimum interest rates and maximum lengths on officially 
supported export credits. Certain other terms and conditions 
of export credit were also mentioned for further discussion.

All delegations expressed the desire to conclude a 
gentlemen’s agreement as soon as possible. They observed 
that the discussions in Washington had made it possible to 
establish a consensus on the framework of such an^agreement 
and to clarify a limited number of problems in which delega
tions need to consult their governments in order to reach a 
final conclusion. It was agreed the discussions would be 
resumed in September.



FEDERAL FINANCING BANK, WASHINGTON, D,C

FOR IMMEDIATE RELEASE July 11, 1974

FEDERAL FINANCING BANK BILL OFFERING

The Federal Financing Bank today announced its first 
borrowing from the public.

The Federal Financing Bank is an instrumentality of 
the United States Government and its obligations are general 
obligations of the United States, identical in this respect 
to Treasury obligations.

With the approval of the Secretary of the Treasury, the 
Bank is inviting bids for $1.5 billion of discount bills to 
mature March 31, 1975. The bills, which will have the 
characteristics of Treasury bills and will be sold in the 
same way, will be auctioned on July 23 for delivery on 
July 30. Commercial banks may make payments for their own 
and their customers‘ accepted tenders by crediting Treasury 
tax and loan accounts.

Jack F. Bennett, President of the Bank and Under Secretary 
of the Treasury for Monetary Affairs, noted that the maturity 
date of the Bank’s bills corresponds with a maturity date in 
Treasury's 2-year cycle. Consequently, at maturity, these 
securities could be refunded by an issue of 2-year notes at 
that time either through Treasury or the Federal Financing 
Bank.

The Bank was created by the Act of December 29, 1973, 
to consolidate the market financing of other Federal agencies. 
It made its first loan on May 24, 1974, and by July 30 it will 
have $1.4 billion of loans outstanding, all of which will have 
been financed by borrowing from the Treasury. The proceeds of 
the public borrowing announced today will be used to pay off 
the borrowing from the Treasury.

There are attached brief descriptions of the Federal 
Financing Bank and the characteristics of its bills, and a 
formal opinion of the Attorney General of the United States 
concluding that "the obligations of the Baik will be general 
obligations of the United States backed by its full faith 
and credit."



CHARACTERISTICS OF FEDERAL FINANCING BANK BILLS

Public Law 93-224 established the Federal Financing Bank under 
the general direction and supervision of the Secretary of the 
Treasury. The purpose of the Bank is to consolidate the market 
financing of other Federal agencies.

The Bank may purchase obligations issued, sold, or guaranteed 
by any Federal agency. To finance such purchases the Bank may 
issue obligations in the market or to the Secretary of the Treasury. 
The authority of the Bank to borrow from the Secretary of the 
Treasury assures the immediate availability of any funds required 
for timely payment by the Bank of principal and interest on 
obligations issued in the markets

Obligations issued in the market by the Bank are obligations 
of the United States issued with the approval of the Secretary of 
the Treasury. Federal Financing Bank bills are

—  Available in bearer or book-entry form.

-- Exempt from State and local taxation to the same extent as 
Treasury securities.

—  Lawful investments and may be accepted as security for all 
fiduciary, trust and public funds (including Treasury tax and 
loan accounts), the investment or deposit of which is under 
the authority of any officer of the United States or of the 
District of Columbia, the Commonwealth of Puerto Rico, or 
any territory or possession of the United States.

—  Eligible as collateral for Federal Reserve Bank advances.

-- Eligible for Federal Reserve Bank open market purchases.

—  Payable at Federal Reserve Banks or at the Treasury.

—  Eligible for denominational exchanges at Federal Reserve Banks o 
the Bureau of the Public Debt of the Treasury.
Eligible for conversion to book-entry at Federal Reserve Banks.

-- Eligible for Federal Reserve Bank wire transfer.

-- Eligible for relief in the event of loss, theft, or 
destruction in the same manner as Treasury securities.

-- Eligible for purchase by national banks without restriction.

—  Eligible for investment by Federal savings and loan associa
tions, Federal credit unions, and small business investment 
companies.



O RG A N IZA T IO N  OF THE FEDERAL F IN A N C IN G  BANK

The F e d e r a l  F in a n c in g  Bank  w as c r e a t e d  by th e  F e d e r a l  
F in a n c in g  B an k  A c t  o f  1973, a p p ro v e d  Decem ber 29, 1973, 
(P . L .  9 3 -2 2 4 ,  87 S t a t .  9 3 ) a s  an  i n s t r u m e n t a l i t y  o f  th e  
U n ite d  S t a t e s  s u b j e c t  to  th e  g e n e r a l  d i r e c t i o n  and s u p e r 
v i s i o n  o f  th e  S e c r e t a r y  o f  th e  T r e a s u r y .  The p u rp o se  o f  
th e  Bank  i s  to  c o n s o l i d a t e  th e  m ark e t f i n a n c in g  o f  o th e r  
F e d e r a l  a g e n c ie s .  The Bank  i s  a u t h o r iz e d  u n d e r th e  A c t  to  
p u rc h a se  any  o b l i g a t i o n s  i s s u e d ,  s o ld ,  o r  g u a ra n te e d  by  
any F e d e r a l  a g e n c y ,  and  to  f in a n c e  su ch  p u rc h a se s  by i s s u 
in g  i t s  own o b l i g a t i o n s  i n  th e  m a rk e t o r  to  th e  S e c r e t a r y  
o f  th e  T r e a s u r y .

The Secretary of the Treasury is Chairman of the 
Board, and the Under Secretary of the Treasury for 
Monetary Affairs is its President,

BOARD OF DIRECTORS

Secretary of the Treasury, Chairman 
Deputy Secretary of the Treasury 
Under Secretary of the Treasury for Monetary 
Affairs

General Counsel of the Treasury
Fiscal Assistant Secretary of the Treasury

O FF IC ER S

President

General Counsel 
Vice President 
& Treasurer

Vice President

Under Secretary of the Treasury 
for Monetary Affairs 

General Counsel of the Treasury

Fiscal Assistant Secretary of 
the Treasury

Special Assistant to the Secretary 
of the Treasury (Debt Management) 

Assistant to the Special
Assistant to the Secretary of 
the Treasury (Debt Management)

S e c r e t a r y
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JUL 3 f  74

Honorable William E. Simon 
The Secretary of the Treasury 
Washington, D. C. 20220

M y  dear Mr. Secretary:

You have requested my opinion as to whether 

obligations to be issued by the Federal Financing Bank 

will be backed by the full faith and credit of the 

United States.

The Bank was created by the Federal Financing Bank 

Act of 1973, P.L. 93-224, 87 Stat. 937 to assure 

coordination of Federal and federally assisted borrowing 

programs. It is a government instrumentality subject to 

'the general supervision and direction of the Secretary 

of the Treasury.

Congress has specifically authorized the Bank to 

issue obligations to the public in amounts not in excess 

of $15,000,000,000 or such additional amounts as may be 

authorized in appropriations acts. 87 Stat. 939. In 

addition, the Bank may issue obligations to the Secretar
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o f  th e  T r e a s u r y  and  th e  l a t t e r  may i n  h i s  d i s c r e t i o n  

p u rc h a se  a n y  su c h  o b l i g a t i o n s .  A s id e  from  th e  

S e c r e t a r y ' s  d i s c r e t i o n a r y  p u r c h a s e s ,  m o re o v e r, th e  Bank  

m ay r e q u i r e  h im  to  p u rc h a se  i t s  o b l i g a t i o n s  i n  am ounts  

t h a t  w i l l  n o t  a t  a n y  t im e  c a u se  h i s  h o ld in g s  from  

r e q u i r e d  p u r c h a s e s  to  exceed  $ 5 ,0 0 0 ,0 0 0 ,0 0 0 .

Now here i n  th e  l e g i s l a t i o n  i s  i t  e x p r e s s l y  s t a t e d  

t h a t  th e  f u l l  f a i t h  and  c r e d i t  o f  th e  U n it e d  S t a t e s  i s  

p le d g e d  to  th e  o b l i g a t i o n s  i s s u e d  b y  th e  B a n k . H ow ever, 

an  e x t e n s iv e  s e r i e s  o f  o p in io n s  o f  A t t o r n e y s  G e n e r a l  o f  

th e  U n it e d  S t a t e s  h a s  e s t a b l i s h e d  t h a t  su c h  la n g u a g e  i s  

n o t  n e c e s s a r y  to  a  p le d g e  o f  f u l l  f a i t h  and  c r e d i t .  I t  

i s  en ou gh  to  c r e a t e  an  o b l i g a t i o n  o f  th e  U n it e d  S t a t e s  

i f  an  a g e n c y  o r  o f f i c e r  i s  v a l i d l y  a u t h o r iz e d  t o  in c u r  

su c h  an  o b l i g a t i o n  on  i t s  b e h a l f  and  v a l i d l y  e x e r c i s e s  

t h a t  pow er. jE.jg. , 42  O p .A .G . No. 30; 42  O p .A .G . N o . 1; 

41 O p .A .G . 40 3 ; 41 O p .A .G . 363.

I n  sum, I  am o f  th e  o p in io n  t h a t  i f  i s s u e d  w i t h in  

th e  m o n e ta ry  l i m i t s  o f  th e  A c t  and  i n  a c c o rd a n c e  w it h  

i t s  o th e r  p r o v i s i o n s ,  th e  o b l i g a t i o n s  o f  th e  B a n k  w i l l
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be g e n e r a l  o b l i g a t i o n s  o f  th e  U n it e d  S t a t e s  b a ck e d  b y  

i t s  f u l l  f a i t h  and  c r e d i t .

S i n c e r e ly ,

W i l l i a m  B , Saxb e  
A t t o r n e y  G e n e r a l



FEDERAL FINANCING BANK, WASHINGTON, D. C.

FOR IMMEDIATE RELEASE J u ly  11, 1974

FEDERAL FINANCING BANK BILL OFFERING

The Fed eral Fin an cin g Bank, w ith the approval o f the S e creta ry  o f the  
[Treasury, by t h i s  p u b lic  n o tic e  in v ite s  tenders fo r  $1,500,000,000, or th ereab o u ts,
[of 244-day Fed eral Fin an cin g Bank b i l l s  to be dated Ju ly  30, 1974, and to  mature 
[March 31, 1975 (CUSIP No. 313322 AA7).

The b i l l s  w i l l  be issued on a discount b a sis  under co m p etitive and non- 
Icompetitive bid din g as h e r e in a fte r  provided, and a t m atu rity th e ir  fa c e  amount 
■ will be payable w ithout i n t e r e s t . They w i l l  be issued in bearer and book-entry  
[forms o n ly , and in  denominations o f $10,000, $15,000, $50,000, $100,000, $500,000 
[and $1,000,000 (m aturity v a lu e ) .

Tenders w i l l  be received  a t Federal Reserve Banks and Branches up to the  
[closing hour, o n e -th ir ty  p.m. , E astern  D a yligh t Saving tim e, Tuesday, Ju ly  23,
|1974. Tenders w i l l  not be received  a t the Federal Financing Bank in  W ashington,
[D. C. Each tender must be fo r  a minimum o f $10,000, Tenders over $10,000 must 
[be in m u ltip les o f $5,000. In  the case o f com petitive ten d ers, the p r ic e  o ffe re d  
must be expressed on the b a s is  o f 100, w ith not more than three d e cim als, e . g . ,
199.925. F r a ctio n s  may not be used.

Banking in s t it u t io n s  and d e a le rs who make primary markets in  Government 
S e cu ritie s  and rep ort d a ily  to the Federal Reserve Bank o f New York th e ir  p o s itio n s  
■ with respect to Government s e c u r it ie s  and borrowings thereon may submit tenders 
ffor account of custom ers, provided the names o f the customers are s e t fo r th  in  
¡such tenders. Others w i l l  not be perm itted to submit tenders except fo r  th e ir  
own account. Tenders w i l l  be received w ithout d ep o sit from incorporated banks and 
trust companies and from resp o n sib le  and recognized d e alers in  investm ent s e c u r it ie s .  

Benders from o th ers must be accompanied by payment o f 2 percent o f the fa c e  amount 
of b i l l s  applied f o r , u n less the tenders are accompanied by an express guaranty o f 
payment by an in corporated bank or tr u s t company.

A ll bidders are required to agree not to purchase or to s e l l ,  or to make any 
agreements w ith resp ect to the purchase or s a le  or other d is p o s itio n  o f any b i l l s  
bid for under t h is  o ffe r in g  a t a s p e c if ic  r a te  or p r ic e , u n t i l  a ft e r  o n e -th ir ty  p .m ., 
»astern D a y lig h t Saving tim e, Tuesday, Ju ly  23, 1974.

Immediately a ft e r  the c lo s in g  hour, tenders w i l l  be opened a t the Federal 
Reserve Banks and Branches, fo llo w in g  which p u b lic  announcement w i l l  be made by the  
federal Financing Bank o f the amount and p r ic e  range o f accepted b id s . Only those  
submitting co m p etitive tenders w i l l  be advised o f the acceptance or r e je c tio n  th e r e -  

f f *  The Federal Fin an cin g Bank exp ressly  reserves the r ig h t  to accept or r e je c t  
finy or a l l  ten d ers, in  whole or in  p a r t , and i t s  a ctio n  in  any such re sp e ct s h a ll  be 
f i n a l . Su b ject to these r e s e r v a tio n s , noncom petitive tenders fo r  $300,000 or le s s  
»ithout sta te d  p r ic e  from any one bidder w i l l  be accepted in  f u l l  a t the average p r ic e  
f in  three decim als) o f accepted co m p etitive b id s . Settlem ent fo r  accepted tenders  
in accordance w ith the b id s must be made or completed a t the Fed eral Reserve Bank
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on J u ly  30, 1974, in  cash or other imm ediately a v a ila b le  fu n d s. Any qu alified  
d e p o sita ry  w i l l  be perm itted to make settlem en t by c r e d it  in  i t s  Treasury Tax 
and Loan Account fo r  b i l l s  a l lo t t e d  to i t  fo r  i t s e l f  and i t s  custom ers.

Under S e c tio n s 454(b) and 1221(5) o f the In te r n a l Revenue Code o f 1954, 
the amount o f d isco u n t a t  which b i l l s  issu ed hereunder are so ld  i s  considered 
to accrue when the b i l l s  are s o ld , redeemed or otherw ise disposed o f ,  and the 
b i l l s  are excluded from co n sid e ra tio n  as c a p it a l  a s s e t s . A c c o rd in g ly , the owner 
o f b i l l s  (other than l i f e  insurance companies) issu ed hereunder must include in 
h is  income ta x  re tu rn , as ordinary gain  or l o s s , the d iffe r e n c e  between the price 
paid fo r  the b i l l s ,  whether on o r ig in a l  is su e  or on subsequent pu rchase, and the 
amount a c t u a lly  receive d  e ith e r  upon s a le  or redemption a t m atu rity  during the 
ta x a b le  year fo r  which the return i s  made.

This o ffe r in g  i s  made pursuant to Fed eral Fin an cin g Bank C ir c u la r  No. 1-74. 
Copies o f the c ir c u la r  may be obtained from any Fed eral Reserve Bank or Branch.



The f o l l o w i n g  amendments to  th e  Cuban A s s e t s  

C o n t r o l  R e g u la t io m s  a re  p u b l i s h e d  to  co m p ly  w it h  th e  

Freedom  o f  In f o r m a t io n  A c t .  T h is  i s  a c o m p i la t io n  o f  

p r e v i o u s l y  p u b l i s h e d  docum ents and does n o t c o n t a in  

new p o l i c i e s .
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Title 31— Money and Finance: Treasuiy
V— OFFICE OF FOREIGN

ASSETS CONTROL, DEPARTMENT OF
THE TREASURY

PART 515— CUBAN ASSETS CONTROL 
REGULATIONS

Interpretations and Licensing Policy 
Statements.

Subpart D  is being amended to add 
current administrative interpretations of 
the regulations which have not previ
ously been published in the Federal R eg
ister. Subpart E  is being amended to 
include current statements of licensing 
policy. These licensing policy statements 
have not previously been published in 
the Federal R egister except for the pol
icy statement in § 515.555 which was 
published October 7, 1965, 30 FR  12812. 
The statements in §§ 515.544, 515.552, 
515.557 and 515.558 have previously been 
available to the public in the form of 
Public Documents. They and § 515.555 
are being amended for the purpose of 
clarification.
Subpart D  is hereby amended by the 

addition of §§ 515.410, 515.411, 515.412, 
515,413 and*515.414 to read as follows:§ 515.410 Dealing abroad in Cuban origin commodities.
Section 515.204 prohibits, unless li

censed, the importation of commodities 
of Cuban origin. It also prohibits, unless 
licensed, persons subject to the juris
diction of the United States from pur
chasing, transporting or otherwise deal
ing in commodities of Cuban origin 
which are outside the United States.§ 515.411 Exclusion from authorization in § 515.518.
Heirs, legatees, etc. who acquire an in

terest in blocked property after July 8, 
1963 pursuant to § 515.525 are excluded 
from the provisions of § 515.518 authoriz
ing debits to blocked accounts for certain 
personal expenditures.§ 515.412 American-owned f o r e i g n  firms: duties of U ;S. Citizen officers and directors.
A  general license in § 515.541 author

izes American-controlled firms located 
in the authorized trade territory (see 
§ 515.322) and doing a non-banking 
business to engage in certain transac
tions with Cuba or its nationals with
out a specific license. However, this sec
tion does not authorize United States 
Citizens who are officers, directors, or 
principal managerial personnel of such 
firms to engage, participate or be in
volved in transactions with Cuba; nor 
does it authorize such persons to allow 
firms which they control to engage in

prohibited transactions with Cuba or its 
nationals. Such persons are regarded as 
being involved in prohibited transactions 
when they set policy to permit the for
eign firm to engage in such transactions 
even if they do not themselves actively 
engage in such transactions.§ 515.413 Furnishing technical advice to American-owned foreign firms.
Section 515.201 of the regulations does 

not pinhibit an engineering firm in the 
United States from providing technical 
assistance to a person in a third country 
with respect ter specifications, quality 
control, etc., although such advice may 
result in purchases by that third country 
person of goods of Cuban origin. The fact 
that the engineering firm is not within 
the scope of the license in Section 515.541 
does not preclude such advice. However, 
the engineering firm may not itself pro
cure any such goods for its own account 
or for that of the foreign person.§ 515.414 Foreign branches of U .S . firm within the scope of §-515.541.
The provisions of § 515.541 are appli

cable to foreign branches of a U.S. firm.
Subpart E is hereby amended by 

changing the caption to read “Licenses, 
Authorizations, and Statements of Li
censing Policy”, and by adding §§ 515.543 
through 515.558. The amended caption 
and the-statements of licensing policy 
read as follows:
Subpart E— Licenses, Authorizations, and 

Statements of Licensing Policy§ 515.543 Proof o f origin.
Specific licenses for importation of 

goods of Cuban origin are generally not 
issued unless the applicant submits satis
factory documentary proof of the loca
tion of the goods outside Cuba prior to 
July 8, 1963 and of the absence of any 
Cuban interest in the goods at all times 
on or since that date. Since the type of 
document which would constitute satis
factory proof varies depending upon the 
facts of the particular case, it is not pos
sible to state in advance the type of docu
ments required. However, it has been 
•found that affidavits, statements, in
voices, and other documents prepared by_ 
manufacturers, processors, sellers or* 
shippers cannot be relied on and are 
therefore not by themselves accepted by 
the Office of Foreign Assets Control as 
satisfactory proof of origin. Independent 
corroborating documentary evidence, 
such as insurance documents, bills of lad
ing, etc., may be accepted as satisfactory 
proof.

(a) Except as stated in paragraph (b) 
of this section, specific licenses are not 
issued for the importation of Cuban- 
origin goods sent as gifts to persons in 
the United States or acquired abroad as 
gifts by persons entering the United 
States. However, licenses are issued upon 
request for the return of such goods to 
the donors in countries other than Cuba.

(b) Specific licenses are issued for the 
importation directly from Cuba (1) of 
goods which are claimed by the importer



to have been sent as a bona fide gift and
(2) of goods which are imported by a 
person entering the U.S., which are 
claimed to have been acquired in Cuba 
as a bona fide gift, subject to the. condi
tions that:(i) The goods are of small value, and
(ii) There is no reason to believe that 

there is, or has been sipce July 8, 1963, 
any direct or indirect financial or com
mençai benefit to Cuba or nationals 
thereof from the importation.§ 515.545 Books and other publications, films, phonograph records, tapes, photographs, microfilm, microfiche and posters of Cuban origin.
(a) Im p o rts  fo r  e d u c a tio n a l a n d  re 

search p urposes. (1) Specific licenses are 
issued for the purchase and importation 
of Cuban-origin books and other publi
cations, films, phonograph records, tapes, 
photographs, microfilm, microfiche and 
posters by universities, libraries, research 
and scientific institutions without re
striction as to method of payment, or on 
an exchange basis, provided such mate
rials are for specific -educational or re
search programs of such institutions 
which are approved by the Librarian of 
Congress or the National Science 
Foundation.
(2) Specific licenses are issued to 

scholars holding U.S. passports validated 
for travel to Cuba authorizing: Payment- 
of expenses for travel to and from, and 
maintenance within, Cuba for the pur
pose of study and research; and, the 
acquisition in Cuba by such scholars and 
importation into the U.S., without re
striction as to manner of payment, of 
Cuban-origin books and other publica
tions, films, phonograph records, tapes, 
photographs, microfilm, microfiche and 
posters necessary to their research, pro
vided that a validated U.S. passport is 
presented to Customs at the time of 
importation.
(b) Im p o rts  fo r  co m m e r c ia l p u rp o ses. 

Specific licenses are issued for the im
portation for commercial purposes of any 
Cuban-origin books or other publica
tions, films, phonograph records, tapes, 
photographs, microfilm, microfiche and 
posters provided that such payment for 
such materials is made by the licensee 
by deposit into a blocked account in a 
domestic bank in the name of the Cuban 
seller; that the bank confirms to the 
Office of Foreign Assets Control that the 
account has been designated as a blocked, 
account on its books ; and that reports of 
any such imports and deposits are made 
by the licensee. Reports are required to 
contain the following information:
Ü) Port of importation and of exportation, -
(2) Name and address of importer of record,
(3) Name and address of buyer,
(4) Type of materials, l.e. books,

magazines, newspapers, films, etc.,
(5) Quantity and value of materials 

imported,
(6) Statement of all sales of materials 

imported, showing the number sold, the
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amounts deposited in blocked accounts 
and the name and address of the domestic 
banks where the accounts.

(c) Im p o r ts  o f  C u b a n  p u b lic a tio n s , e tc . 
as b o n a -fid e  g ifts . S e e § 515.544(b).§ 515.546 News material from Cuba.

(a) Im p o r ts  b y  n ew sg a th erin g  a g e n 
cies. Specific licenses are issued for the 
purchase and importation of Cuban- 
origin newspapers, magazines, photo
graphs, films, tapes, and other news m a 
terial or copies thereof by newsgathering 
agencies in the United "States without 
restriction as to method of payment, 
provided such materials are imported for 
domestic news publication or news broad
cast dissemination.

(b) N e w s m a te ria l acq u ired  in  C u b a  by  
jo u r n a lists  a n d  new s co rresp o n d e n ts. (1) 
Specific licenses are issued to journalists 
and news correspondents holding U.S. 
passports validated for travel to Cuba 
authorizing (i) payment of expenses for 
traveL to and from, and maintenance 
within, Cuba for the purpose of gather
ing and transmitting news to the United 
States; and (ii) the acquisition in Cuba 
for transmission to and importation into 
the United States of newspapers, maga
zines, photographs, films, tapes and other 
news material, or copies thereof, neces
sary for their journalistic assignments.

(2) A  condition of the license is that 
a United States passport validated for 
travel to Cuba must be presented to Cus
toms at the time of importation. *§ 515.547. Research samples.
Specific licenses are issued for impor

tation of Cuban-origin commodities for 
bona-fide research purposes in sample 
quantities only.§ 515.548. Services rendered by Cuba to United States aircraft.
Specific licenses are issued for payment 

to Cuba of charges for services rendered 
by Cuba in connection with overflights 
of Cuba or emergency landings in Cuba, 
of private, commercial or government- 
owned United States aircraft, p ro vid ed , 
That payment is made to Cuba through 
the Qepartment of State and not through 
a commercial bank,§ 515.549. Bank accounts and other property o f non-Cuban citizens who were in Cuba on or after Ju ly 8, 1963.

(a) C it iz e n s  o f  fo re ig n  c o u n tries . Spe
cific licenses are issued unblocking the 
accounts and other property of non- 
Cuban citizens who have left Cuba, pro
vided that they submit evidence satis
factorily demonstrating that they have 
established residence in a foreign coun
try in the authorized trade territory.

(b) D e c e d e n ts  w h o  d ied  in  C u b a  o n  or  
a fte r  J u l y  8, 1963. Specific licenses are 
issued authorizing the administration of 
the estates of non-Cuban decedents who 
died in Cuba, provided that any distri
bution to a blocked national of Cuba is 
made by deposit in a blocked account in 
a domestic bank in the name of tire 
blocked national.

§ 515.550 - Bank accounts In the naRee of n blocked Cuban decedent; payment to a ■ non-blocked surviving spouse.
Specific licenses are issued unblocking 

up to 50 percent of an account of a 
blocked Cuban decedent where a non- 
blocked surviving spouse of such dece
dent claims beneficial ownership inter
est in a portion or all of a bank account 
held in the name of the decedent. This 
policy, which is an exception to the nor
mal requirement of independent docu
mentary proof of beneficial ownership, is 
based on the presumption of the exist
ence of such interest in the non-blocked 
spouse on or since July 8, 1963, arising 
under the Cuban community property 
law.§ 515.551 Joint bank accounts.

(a) Specific licenses are issued i i- 
blocking a portion of or all of a joint 
bank account blocked by reason of the 
fact that one or more of the persons in 
whose names the account is held is a 
blocked national, where a non-blocked 
applicant claims beneficial ownership, as 
follows: . *

(1) J o i n t  b a n k  a c c o u n t, w ith o u t s u r 
v iv o r sh ip  p ro v isio n s. Specific licenses are 
issued unblocking only that amount with 
respect to which the applicant is able to 
prove beneficial ownership by documen
tary evidence independent of his asser
tions of interest.

(2) J o i n t  b a n k  a c c o u n t, w ith  su r v iv o r 
sh ip  p ro v isio n . Specific licenses are is
sued unblocking an amount equivalent to 
that portion of the total amount to 
which the applicant would be entitled if 
the total were divided evenly among the 
persons in whose names the account is 
held (e.g. 50 percent where there are two 
names; 33% percent where there are 
three names). Such licenses generally 
are issued on the basis of applicant’s as
sertions of beneficial ownership interest 
without the requirement of independent 
evidence.

(3) J o i n t  b a n k  a c c o u n t in  th e  n a m e s  
o f a  h u sb a n d  a n d  w ife , w ith  su rv iv o rs h ip  
p ro v isio n . Specific licenses are issued un
blocking portions 6f such accounts 
blocked by reason of the residence of one 
spouse in Cuba in favor of the non- 
blocked spouse under the policy stated 
in paragraph (c) (2) of this section. H o w 
ever, if 50 percent of the account has 
been unblocked under that policy, and 
the spouse who .is the blocked Cuban na
tional subsequently dies, a license un
blocking one-half of the blocked balance 
is not issued to the surviving spouse un
der the policy relating to community 
property stated in § 515.550. A  license 
would be issued for the unblocking of an 
additional amount only to the extent 
that the surviving spouse is able to es
tablish by independent documentary 
evidence that it is his or her separate 
property, i.e. owned independently prior 
to the marriage and thus not part of the 
community property.
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§ 515.552 Proceeds of insurance policies.
(a) Specific licenses are Issued author

izing payment of a portion of the proceeds of a blocked life insurance policy issued on the life of a blocked Cuban na
tional who died in Cuba after July 8, 
1963, to non-blocked beneficiaries as 
follows: , f  \
(1) Payment may be licensed of a por

tion equal to the proportionate shares 
due the beneficiaries alter deduction of 
an amount equal to the cash surrender 
value of the policy on the date of the 
insured’s death, i.e. the value of the 
blocked insured’s interest, subject to the 
condition that the amount deducted is 
deposited in a blocked account in a do
mestic bank in the name of the estate of 
the insured.

(2) As an alternative procedure at the 
option of the applicant, payment may be 
Reused of thè total amount of the pro
ceeds into a blocked amount in a domes- 
v£ic bank in the names of the benefici
aries, subject to tire condition that the 
account is designated as blocked by rea
son of the interest of the deceased in
sured in the policy since July 8, 1963. 
Licenses may subsequently be issued au
thorizing payments from such blocked 
account to non-blocked beneficiaries pro
vided that the balance remains equal to 
the cash surrender value of the policy 
on the date of the insured’s death, and 
accrued interest.
(3) Where a non-blocked surviving 

spouse of the insured is a beneficiary, 
payments, to such spouse are licensed 
pursuant to the procedures in paragraph 
(a) (1) and (2) of this section. In addi
tion, licenses are issued authorizing pay
ment of up to 50 percent of the cash 
surrender value under the policy stated 
in §515.550.
(b) Where' a blocked life insurance 

policy on the life of a blocked Cuban 
national who died in Cuba after July 8, 
1963, provides for payment to the estate. 
of the Insured, licenses are not Issued 
for payment except to a blocked account 
in a domestic bank in the name of the 
estate of the deceased insured.§ 515.553 Bank accounts of official representatives in Cuba of foreign governments.
Specific licenses are issued authorizing 

payments from accounts of official rep
resentatives in Cuba of foreign govern
ments for transactions which are not in
consistent with the purposes of any of 
the regulations in this chapter.§ 515.554 Transfers of abandoned property under Stale laws.
(a) Except as stated in paragraph 

of this section, specific licenses are 
issued authorizing the transfer 
blocked property to State agen 
under State laws governing abando property.
(b) Specific licenses are issued autl 

izmg the transfer of blocked prop* 
Pursuant to the laws of the State £ 
erning abandoned property to the 
Propriate State agency provided that 
State's laws are custodial in nature,

there is no permanent transfer of bene
ficial interest to the State. Licenses re
quire the property to be held by the State 
in accounts which are identified its 
blocked under the regulations. A separate 
index of these blocked assets is required 
to be maintained by the State agency.§ 515.555 Assets of Cuban firms wholly or substantially owned by U .S. citizens.

(a) Specific licenses arp issued to ap
plicants requesting the unblocking of 
their stock in Cuban corporations if:

(1) The corporation was wholly or 
substantially owned by United States 
citizens on July 8,1963;

(2) The assets are in the United States
and either: * 3 .
(3) The applicant is a stockholder 

who was a United States citizen on 
July 8, .1963 and owned the stock inter
ests on that date; or,
(4) The applicant is a non-blocked 

person who acquired such stock interest 
after July 8, 1963 from a person specified 
in paragraph (a) (3) of this section.

(b) The issuance of licenses is condi
tioned on the applicant’s furnishing the 
following information:

(1) Detailed information as to the sta
tus of all debts and other obligations of 
the Cuban corporation, specifying the 
citizenship and residence of each creditor 
as of July 8, 1963, and as of the date of 
filing of the application;

(2) Current status of the Cuban cor
poration, e.g., liquidated, nationalized, 
inoperative, etc.;

(3) A  detailed description of all the 
corporation’s assets, wherever located;

(4) A list of all officers, directors, and 
stockholders giving the citizenship and 
the residence of each such person as of 
July 8,1963; and,

(5) Satisfactory proof that such stock 
was owned by U.S. citizens as of July 8, 
1963. Such proof may consist of sworn 
statements by the persons in question 
attesting to their citizenship. The Office 
of Foreign Assets Control reserves the 
right to require additional proof of 
citizenship.§ 515.556 Accounts of Cuban citizens outside Cuba who resided in Cuba on or after Ju ly 8, 1963.
Section 515.521 authorizes the release 

of $100 per month for living expenses 
from blocked accounts of Cuban citizens 
outside Cuba who resided in Cuba on or 
after July 8, 1963. This amount may be 
increased if the applicant is able to es
tablish that such increase is reasonable 
and necessary.§ 515.557 Accounts of Cuban partnerships.
Specific licenses are Issued unblock

ing partnerships established under the 
laws of Cuba as follows;

(a) Where all of the general partners 
and limited partners, if any, have emi
grated from Cuba and have established 
residence in the United States or in a 
country in the authorized trade terri
tory, specific licenses are issued unblock
ing the assets of the partnership after

deducting the total debt due creditors 
wherever located.

(b) Where one or more partners, 
whether general or limited, is still In 
Cuba (or elsewhere but still blocked), 
specific licenses are issued unblocking 
only the net pro-rata shares of those 
partners who are resident in the United 
States or in a country in the authorized 
trade territory after deducting the total 
debt due creditors wherever located.

(c) The issuance of licenses is condi
tioned on the applicant’s furnishing the 
following information:
(1) Detailed information as to the 

status of all debts and other obligations 
of the blocked partnership, specifying 
the citizenship and residence of each 
creditor as of July 8, 1963, and as of the 
date of the application;
(2) Current status of the Cuban 

partnership, e.g., liquidated, nation
alized, inoperative, etc.;

(3) A  detailed description of all the 
partnership’s assets, wherever located; 
and,

(4) A  list of all partners. Indicating 
whether they are general, limited, etc. 
and giving their citizenship and resi
dence as of July 8, 1963, and as of the 
date of filing of the application.§ 515.558 Accounts of Cuban sole proprietorships. .
Specific licenses are issued unblocking 

sole proprietorships established under 
the. laws of Cuba if the proprietor has 
emigrated from Cuba and established 
residence in the United States or a coun
try in the authorized trade territory.
(Sec. 5, 40 S ta t. 415, as amended, 50 U .S .C . 
App. 5; sec, 620(a), 75 S ta t. 445, 22 U JS.C. 
2370(a); Proc. 3447, 27 F R  1085, 3 C F R , 
1959-1963 Comp.; E .O . 9193, Ju ly  6, 1942, 7 
F R  5205, 3 C F R , Cum . Supp. p. 1174, E .O . 
9989, Aug. 20, 1948, 13 F R  4891, 3 C F R  1943- 
1948 Com p., p. 748)

E ffe c tiv e  d a te . This amendment of 
Part 515 shall become effective on 
July 10,1974.

[s e a l ! S t a n l e y  L . S o m m e r f i e l d ,
• ‘ A c t in g  D ir e c to r ,

O ffic e  o f  F o r e ig n  A ss e ts  C o n tr o l.
{FR  Doc.74-15673 Filed 7-9-74;8:45 am]



ASHINGTON. D.C. 20220

Department of thefREASURY
TELEPHONE W04-2041

l
FOR IMMEDIATE RELEASE JULY 12, 1974

Assistant Secretary of the Treasury David R.
Macdonald today made the following comment on the 
European Community's decision to halt payments on 
cheese exports to the U.S. for 90 days.

"We are pleased with the Community's action. In 
the light of it, we intend to ask the U.S. District Court, 
District of Columbia, for a 90-day stay in the case 
pending there regarding payments on dairy product imports 
from the EC. This action by the Community is a very 
positive first step in resolving very complex issues 
that have arisen as a result of these payments and the 
countervailing duty investigation regarding dairy products 
now being conducted by the Treasury.

"Of course any reimposition of payments on dairy 
products by the EC would cause us to immediately reopen 

our inquiry."
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DepartmentoftheTREASURY
ASHINGTON, D C. 20220 TELEPHONE W04-2041

FOR IM M E D IA T E  RELEA SE

M S . SA LLY  S . RONK NAMED
IN  THE O F F IC E  OF DEBT A N A L Y S IS

The Treasury Department announced that Sally S. Ronk 
joined the Office of Debt Analysis as Financial Economist 
on July 1. Her responsibilities will include projections 
of the flow of funds -—  a field in which she is nationally 
known —  as well as other areas of financial analysis.
Among the latter will be responsibility for finan
cial analysis of legislation regarding the structure of 
financial markets and regulation of financial institutions.

Ms. Ronk comes to the Treasury after three years as 
Vice President and Chief Economist of Drexel Firestone, 
Inc., later Drexel Burnham, Inc., a brokerage and invest
ment banking firm. She was previously Vice President at 
Bankers Trust Company, New York, where she was in charge 
of analysis of developments in the financial markets.

She is a graduate of Smith College and holds M.B.A. 
and Ph.D.degrees from the graduate school of Business 
Administration of New York University. She is a fellow 
of the National Association of Business Economists and a 
member of the Council of the American Statistical 
Association, of the Board of Directors of the American 
Finance Association, of the Committee on Economic Stability 
of the Social Science Research Council, and of the 
Advisory Committee on Statistical Policy to the Office 
of Management and Budget. She has served on the Committee 
on Municipal Securities of the Securities Industry 
Association and is now serving as Finance Chairman of 
the Alumnae Association of Smith College.

J u ly  12, 1974 

AS F IN A N C IA L  ECONOMIST
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Department of theTREASURY
ISHINGTON, D C. 20220 TELEPHONE W04-2041

FOR IMMEDIATE RELEASE •” - - $ Qfexvosq July 1-3, 1974

SECRETARY SIMON'S ARRIVAL 
STATEMENT IN CAIRO

"My wife and I are extremely pleased to be in Egypt.
For both of us this is the first opportunity we have had to 
visit this country of such historic significance. Some look 
forward to seeing as much of your great nation and as many of 
your people as time will permit us. Though we are here to work, 
we both intend also to see some of your great historic monuments 
and treasures.

I should also say that my trip to Egypt is my first official 
visit to any country since becoming Secretary of the Treasury, 
ajid I am glad that my first appearance in that role on the inter
national scene will take place in Egypt.

My visit to Egypt follows the announcement in the statement 
of principles of relations and cooperation between Egypt and the 
United States issued by President Sadat and President Nixon during 
our President's visit to Egypt last month. That announcement 
said I would come to Egypt for high level discussions to initiate 
the process of helping to strengthen the financial structure of 
Egypt, and that is the purpose of my visit.

I come here with a number of different topics for discussion 
and suggestions about ways in which we can work together. I 
have brought with me some of our own experts in fields that we 
anticipate may be of interest to Egypt, and they will be available 
to assist in our talks with your own officials.

In addition, however, I am also here to listen and to learn.
I am anxious to hear from you how you think we can best be of 
help —  what you think needs to be done to strengthen your economy.
I therefore am greatly looking forward to constructive discussions 
with President Sadat, Dr. Hegazi and other senior Egyptian officials 
to exchange views on ways and means of doing so.

Finally, let me express my pride at being able to take part 
in the continuing evolution of the relationship between Egypt and 
the United States. Our people have had a long history of friend
ship and understanding, and the ties between us have now been given

(OVER)



2

a new strength and impetus by the mutual efforts of your distin
guished President and President Nixon, to bring peace to this 
whole area and to provide a better life to its people. Anything 
I can do by my efforts to further this immensely important develop
ment can only give me great satisfaction and hapiness."



Departmental theTREASURY
[WASHINGTON, D C. 20220 TELEPHONE W04-2041

FOR IMMEDIATE RELEASE July 15, 1974

TREASURY ANNOUNCES 
3 COUNTERVAILING DUTY ACTIONS '

Assistant Secretary of the Treasury'David R. Macdonald 
announced today the issuance of Countervailing Duty Proceed
ing Notices opening tformal investigations irito!imports of 
non-rubber footwear from Argentina and ¿pa-in, and bottled 
olives from Spain.  ̂' : • L.i-i 6r£i? 1 v

The Notices state that the Treasury Department has 
received information which appears to indicate that the 
Argentine and Spanish Governments make certain payments, 
bestowals, rebates or refunds upon the manufacture, produc
tion or exportation of these products, which constitute the 
payment or bestowal of a "bounty or grant" within the mean
ing of the U. S. Countervailing Duty Law. If Treasury finds 
that a bounty or grant has been paid or bestowed, the imports 
in question would be subject to an additional "countervailing" 
duty equivalent to the net amount of the bounty or grant.
The countervailing duty would become effective thirty days 
after publication of the order in the Customs Bulletin.

The Notice, which is being published in the July 16,
1974, Federal Register, invites submission of comments to 
be received within thirty days of publication.

During calendar year 1973 the approximate amount of 
imports of non-rubber footwear from Argentina were $16 million, 
and from Spain, $189 million. Bottled olive imports from 
Spain were approximately $38 million.

In making the announcement, Assistant Secretary 
Macdonald noted, "The administration of the Countervailing 
Duty Law is a mandatory procedure. The Secretary of the 
Treasury has no discretion to refrain from publishing a 
Proceeding Notice once he has found that a formal investi
gation is warranted. During the formal investigation of 
these cases the Treasury Department will continue to con
sider any matters brought to its attention, including matters 
which other governments may wish to make the subject of 
consultations, which have a bearing on the existence or 
non-existence or the extent of any bounty or grant.

(O V ER )
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"The ultimate purpose of the law is not to obtain 
tax revenue but to remove any unfair competition in the 
U. S. market between imports and domestic products. The 
most desirable result, in my opinion, would be the with
drawal by foreign countries of any bounties that may be 
paid upon their exports. If this occurred, we would 
never have to assess additional duties under the counter
vailing duty statute. In addition, the Trade Reform Act 
now under consideration by the Congress should enable us 
to negotiate multilaterally the elimination of subsidies 
and other non-tariff trade barriers and trade distorting 
measures, and thus improve the international trade frame
work and reduce the necessity for countervailing duty 
procedures."

OoO



Department of thefREASURY
SHIN&TQN, D C 20220 H  TEtIPHOMf W04 2041

FOR IM M E D IA T E  RELEA SE JULY 15 ,1 9 7 4

TREASURY IS S U E S  HANDBOOK 
FOR S P A N IS H -SP E A K IN G  PROGRAM

The T r e a s u r y  D ep a rtm e n t h a s  i s s u e d  a h andb ook  f o r  th e  
D e p a rtm e n t-w id e  p ro g ra m  f o r  th e  em ploym ent o f  th e  S p a n i s h 
s p e a k in g ,  and h a s  named a D e p a r tm e n ta l c o - o r d in a t o r  f o r  th e  
p ro g ra m , W arre n  F . B r e c h t ,  A s s i s t a n t  S e c r e t a r y  f o r  
A d m in i s t r a t io n  an n ou n ced .

D ir e c t e d  t o  b u re a u  h e a d s  and p e r s o n n e l o f f i c e r s  t h r o u g h 
ou t th e  c o u n t r y ,  th e  h a n d b o o k ’ s p r im a ry  o b j e c t iv e  i s  to  
a s s u r e  t h a t  p e r s o n s  o f  S p a n is h  h e r i t a g e  have  a f a i r  o p p o r t u n i t y  
f o r  em ploym ent and advancem ent in  th e  D ep artm en t o f  th e  
T r e a s u r y ,  M r .  B r e c h t  s a id .  "The h andbook  h a s  been d e s ig n e d  
to  b r in g  t o g e t h e r  th e  p r im a ry  m a t e r i a l s ,  r e l a t i n g  to  t h i s  
p ro g ra m , i n  a s i n g l e  p u b l i c a t i o n  w h ich  can  be used f o r  
r e fe r e n c e  b y  m a n a g e rs ,  s u p e r v i s o r s ,  and p e r s o n n e l and e q u a l  
o p p o r t u n i t y  s t a f f s  in  a s s u r i n g  e q u a l o p p o r t u n it y  f o r  th e  
S p a n i s h - s p e a k in g , "  he added .

The h an d b o o k , a d d i t i o n a l l y ,  w i l l  se rv e  a s  a g u id e l in e  
and in c lu d e s  im p le m e n t in g  te c h n iq u e s  and exam p le s f o r  
e f f e c t i v e  a t t a in m e n t  o f  th e  D e p a r tm e n t ’ s A f f i r m a t i v e  
A c t io n  P ro g ra m  f o r  th e  S p a n is h - s p e a k in g .

The D e p a r tm e n ta l c o - o r d in a t o r ,  who s e r v e s  a s  an  a d v i s o r  
to  T r e a s u r y  S e c r e t a r y  W i l l i a m  E .  S im on , and to  th e  D i r e c t o r  o f  
the  D e p a r tm e n t ’ s E q u a l  Em ploym ent O p p o r tu n it y  P ro g ram ,
M r. B r e c h t ,  i s  John  J .  D eLeon  o f  San  A n to n io ,  T e x a s .  M r ; D eLeon  
p r e v io u s ly  w as an  e q u a l  o p p o r t u n i t y  and manpower s p e c i a l i s t  
w ith  A ID  and th e  L a b o r  and S t a t e  D e p a rtm e n ts ,  and w it h  th e  
C a b in e t  Com m ittee  on O p p o r t u n it ie s  f o r  the  S p a n is h - S p e a k in g  
P e o p le .

0O0
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STATEMENT BY THE HONORABLE EDWARD C . SCHMULTS 
UNDER SECRETARY OF THE TREASURY 

BEFORE THE COMMITTEE ON BANKING AND CURRENCY 
OF THE HOUSE OF REPRESENTATIVES 

MONDAY, JULY 15, 1974

Mr. Chairman and Members o f the Committee: I  ap p reciate the  
opportunity to t e s t i f y  as to  the A d m in istra tio n 's  p o s itio n  on the proposed 
amendments to  the Bank Holding Company A ct o f 1956 now b efo re you. The 
amendments would r e g u la te  the issu e  o f debt o b lig a tio n s  by bank h o ld in g  
companies and th e ir  s u b s id ia r ie s  and a f f i l i a t e s  and are a response to the  
proposed C it ic o r p  o ffe r in g  o f $850,000,000 o f v a r ia b le  in te r e s t  r a te  n o te s . 
With me today i s  Edward M. Roob, S p e c ia l A s s is ta n t to the S ecretary  fo r  
Debt Management.

The un d erlyin g circum stances in  our economy which led to the C it ic o r p  
o ffe r in g , and hence to t h is  h e a rin g , are a r e f le c t io n  o f the fa c t  th a t the  
s in g le  most im portant dom estic economic p r io r it y  i s  the containment o f  
i n f la t io n .

This w i l l  b e , as I  am sure members o f th is  Committee are aware, a 
protracted and d i f f i c u l t  ta s k , but the a lte r n a tiv e  i s  so serio u s th a t we

and monetary p o lic ie s  u n t i l  in f la t io n  i s  c o n tro lle d  and we have again  
achieved p r ic e  s t a b i l i t y .

have no ch o ice  except to e x e r cis e  the g re a te st r e s tr a in t  in  our budgetary
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I  b e lie v e  i t  should be c le a r ly  recognized in  t h is  hearing th a t the  
C it ic o r p  f lo a t i n g  r a te  is s u e , and the s im ila r  Chase Manhattan Corp 
is s u e , could have been a n tic ip a te d  as another in e v ita b le  consequence of 
the t e r r ib le  dilemma posed to a l l  o f our i n s t it u t io n s  by i n f l a t i o n ,  on 
the one hand, and r e s t r i c t i v e  r e g u la tio n , on the o th e r .

As S e cre ta ry  Simon warned e ig h t months ago in  h is  statem ent on the 
F in a n c ia l I n s t it u t io n s  A ct b efo re  the Subcommittee on F in a n c ia l I n s t i t u 

tio n s  o f the Senate Committee on Banking, Housing and Urban A f f a i r s :

” . . .  .Educated by the l a s t  three ?c r e d it  cru n ch es1 and 
by co n stan t advertisem ents about in te r e s t  r a t e s , even the  
le s s  s o p h is tic a te d  savers have s h ifte d  th e ir  funds to  the  
h igh er y ie ld in g  instrum ents when market r a te s  g r e a tly  exceed 
passbook c e i l i n g s .  Such s h i f t s  began in  the summer o f 1973.

"Thus, i t  i s  obvious the in te r e s t  c e i l i n g s  or d if fe r e n 

t i a l s  cannot p r o te c t t h r i f t  i n s t i t u t i o n s . A d d it io n a lly ,  
la r g e  c o rp o ra tio n s , which are not su b je c t to c e i l i n g s ,  have 
alread y s u c c e s s fu lly  experimented w ith  sm all-denom ination  
c a p it a l  debentures —  e . g . ,  savin gs bonds. Any co rp o ratio n  
or governmental u n it  i s  a p o te n tia l  com petitor fo r  the savin gs  
d o l l a r . Savin gs i n s t i t u t i o n s , th e r e fo r e , must be allow ed to  
compete fo r  th ese funds i f  they are to contin ue to provide  
th e ir  in term ed iatio n  fu n c t io n .”

You w i l l  r e c a l l ,  when l a s t  August 3 , P resid en t Nixon sen t h is  message 
to  the Congress recommending major changes in  our f in a n c ia l  system , that 
h is  o b je c t iv e  then was to  make th a t system s tr o n g e r , more e f f i c i e n t ,  and



more f l e x i b l e  so th a t i t  would continue to  promote sound economic grow th, 
in clu d in g the p ro v isio n  o f adequate funds fo r  ho u sin g.

That should contin ue to  be our o b je c t iv e .

P resid en t Nixon a ls o  had as an o b je c tiv e  assu rin g th a t our f in a n c ia l  
system w i l l  be adaptable to the changing needs o f borrowers and le n d e r s , 
both la r g e  and s m a ll, and th a t i t  w i l l  be fr e e  to make f u l l  use o f  
te c h n o lo g ic a l in n o v a tio n .

T h at, to o , should continue to  be our o b je c t iv e .

As t h is  Committee knows, the F in a n c ia l In s t it u t io n s  A ct i s  now the  
su b ject o f e x te n siv e  hearings b efo re the Subcommittee on F in a n c ia l I n s t i t u  
tio n s o f the Senate Committee on Banking, Housing and Urban a f f a i r s ;  th at  
is  Senator M cIn ty re ’ s subcommittee.

X would hope th a t s im ila r  hearings w i l l  soon be held in  the House, 
although I  re sp e ct the te c h n ic a l ju r is d ic t io n a l  problem created in  the  
House by in c lu s io n  o f a proposal to  change the ta x  s tru ctu re  in  a way 
which w i l l  ensure th a t a l l  in s t it u t io n s  have an equal in c e n tiv e  to make 
housing mortgage lo a n s .

The A d m in istratio n  most s tr o n g ly  supports the F in a n c ia l I n s t it u t io n s  
A c t, as S e cre ta ry  Simon has tw ice t e s t i f i e d ,  most r e c e n tly  on May 13, and, 
indeed the philosoph y which l i e s  behind those proposals i s  the foundation  
for my comments on the proposed amendments to  the Bank H olding Company 
A ct.

For t h is  rea so n , I  would l i k e  to d iscu ss  f i r s t  some o f the present 
inadequacies o f  our f in a n c ia l  markets and in s t it u t io n s  w hich, in  la r g e  
p a r t, make the proposed C it ic o r p  o ffe r in g  o f concern to t h is  Committee.
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N e x t, I  plan  to review  the F in a n c ia l I n s t it u t io n s  A ct and why we f e e l  i t s  
prompt enactment i s  o f great importance and w i l l  e lim in a te  any adverse  
market impact which events l i k e  the C it ic o r p  o ffe r in g  may h ave.

Our f in a n c ia l  in s t it u t io n s  are today o p eratin g under a system th at  
in  many re sp e c ts  i s  outdated and o b s o le te . Events in  the l a s t  decade, 
in deed , have revealed s i g n i f ic a n t  d e fe c ts  in  our f in a n c ia l  markets and 
in  our f in a n c ia l  i n s t i t u t i o n s .

These are such events as the c r e d it  crunch o f 1966, the monetary 
and gold c r is e s  o f 1968, the severe c r e d it  squeeze o f 1969-70, the in te re st  
r a te  crunch of 1973, and i lie present s tr in g e n t c r e d it  co n d itio n s o f 1974.

The record shows c le a r ly  th a t our system does not a d ju s t w e ll to  
sh o rt-term  changes in  our economic and f in a n c ia l  s it u a t io n . In  f a c t ,  our 
f in a n c ia l  system has responded badly to changes in  monetary p o lic y  and 
the l e v e l  o f in te r e s t  r a t e s , and t h is  has been to the detrim ent both o f  
savers and borrowers.

We have had an overabundance o f money flo w in g in to  i n s t it u t io n s  a t  
tim e s, follow ed by a t o t a l  c e s s a tio n  o f d e p o sits  and even la r g e  withdrawals 
a t other tim es.

The i n a b i l i t y  o f our f in a n c ia l  system t:o respond c r e a t iv e ly  to changes 
in  monetary co n d itio n s has in  la r g e  p art been caused by the r i g i d i t i e s  we 
have b u i lt  in to  our banking laws over the past s ix  decad es. And, s o , i t  
i s  o f urgent importance th a t we cre a te  new laws which w i l l  allow  our 
f in a n c ia l  i n s t it u t io n s  to change w ith  changing times and to provide the 
s e r v ic e s  th a t are needed, to  encourage s a v in g s , and to make loans in  the 
most e f f i c i e n t ,  prudent, and resp o n sive manner p o s s ib le .
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Only in  t h is  way w i l l  our f in a n c ia l  In s t it u t io n s  be ab le  to  make a 
maximum c o n tr ib u tio n  to  the growth and s t a b i l i t y  o f our economy and, 
indeed, o f the world economy.

The F in a n c ia l In s t it u t io n s  A ct was c a r e fu lly  and p a in s ta k in g ly  
worked out oyer alm ost two years o f review  and c o n s u lta tio n . I t  i s  a 
balanced and c o n s is te n t s e t o f reforms which need to be enacted as a 
package.

I  s tr e s s  th a t f i n a l  p o in t , because a piecemeal approach would carry  
great r is k  o f c r e a tin g  even more imbalances in  our f in a n c ia l  system .

Enacted as a package, the A ct w i l l  —  I  am co n fid en t —  improve the  
e ff ic ie n c y  o f a l l  o f our f in a n c ia l  in s t it u t io n s  and reduce th e ir  depen

dence upon Government« Our markets w i l l  be s im p lifie d , and we w i l l  be 
able to  r e ly  more on market determ inations o f the c o s t and a v a i l a b i l i t y  
of c r e d i t . Our i n s t i t u t i o n s , whatever the fu tu re  may b e , w i l l  have 
greater a b i l i t y  to  d e a l w ith  ra p id ly  changing market co n d itio n s and w ith  
the e v o lu tio n  o f our economy.

L e t me s tr e s s  th a t i t  i s  by re la x in g  and removing r e s t r ic t io n s  on 
the a c t i v i t i e s  o f  savin gs and banking i n s t i t u t i o n s , and by e lim in a tin g  
s e lf-d e fe a t in g  re g u la to r y  measures —  such as c e i l i n g  r a te s  fo r  time 
d ep o sits and maximum nominal r a te s  on guaranteed mortgages —  th a t we 
w ill  assure the stre n g th  and contin uin g v i a b i l i t y  o f these in s t it u t io n s  
and an adequate flo w  o f savin gs to  meet our c a p ita l  n eeds, whether fo r  
hou sin g, la r g e  or sm all b u sin e s s , a g r ic u ltu r e , consumers, or S ta te  and 
lo c a l governments.
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In  p a r t ic u la r , the mortgage ta x  c r e d it  v i l i  broaden the sources o f 
housing fin a n ce  w ithout im pairing the s p e c ia liz e d  i n s t it u t io n s  which  
h ith e r to  have depended upon an u n r e a lis t ic  lo s s  re s e r v e .

As a package, the in d iv id u a l components o f  the F in a n c ia l In s titu tio n s  
A ct complement and balan ce each o th e r .

Phasing out R egu la tio n  Q and other c e i l i n g  r a te s  fo r  time d e p o sits  
a t commercial banks and t h r i f t  i n s t it u t io n s  depends on the widened a sset  
and l i a b i l i t y  powers, e s p e c ia lly  fo r  t h r i f t  i n s t i t u t i o n » . By strengthen

in g  the a s s e t and d e p o sit s tr u c tu r e  o f savin gs i n s t i t u t i o n s ,  we can make 
them more co m p etitive  fo r  savin gs w ith commercial banks w ithout the  
need fo r  Government in te r v e n tio n .

E lim in a tio n  o f R e gu la tio n  Q c e i l i n g s  w i l l  b e n e fit  sm all savers who 
have been n e g le cte d  and are p en alized  by the d e p o sit c e i l i n g  r a te s  s e t  by 
the re g u la to r y  a g e n c ie s .

I t  i s  easy to f o r g e t , Mr. Chairman and Members o f the Committee, 
th a t savin gs accounts o f le s s  than $1,000 are more than h a lf  the t o t a l  
number o f time and savin gs d e p o sits  in  commercial banks. I t  i s  more than 
sim ply u n fo rtu n ate th a t i t  i s  argued th a t the continued so lven cy o f our 
t h r i f t  in s t it u t io n s  can be achieved o n ly by p e n a liz in g  those who have so 
l i t t l e  or are so la c k in g  in  f in a n c ia l  s o p h is tic a tio n  th a t they cannot seek 
out h igh er y ie ld in g  investm ents to  reward th e ir  s a v in g s .

I t  i s  a ls o  c le a r , Mr. Chairman, th a t the proposed amendments to  the 
Bank H olding Company A ct which w i l l  be reviewed today would do th e same — 
p e n a liz e  those w ith  th e le a s t  in  savin gs and s o p h is t ic a tio n .
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In  summary, w ith  broader a s s e t and l i a b i l i t y  powers, t h r i f t  
in s t it u t io n s  w i l l  be b e tte r  ab le to compete fo r  s a v in g s . Thus r e s tr a in ts  
on the e f f i c i e n t  a llo c a t io n  o f c r e d it , such as the u n fa ir  and d iscrim in a 

tory c e i l i n g s  on r a te s  paid on s a v in g s , can be elim in a te d .

Mr. Chairman and Members o f the Committee, u n less we a c t  p o s it iv e ly  
on fundamental refo rm s, our in s t it u t io n s  w i l l  continue to be dependent 
on Federal in te rv e n tio n  under the s l i g h t e s t  s trin g e n cy .

U n fo rtu n a te ly , i t  w i l l  take tim e, even under the b e st o f circu m stan ce s, 
fo r the reforms I  have described to be e f f e c t i v e ,  so there i s  need to  
consider what present a c tio n s should be taken in  accordance w ith the  
p r in c ip le s  s e t  fo r th  by the P resid en t on May 10, when he announced a 
$10.3 b i l l i o n  plan  to  a l le v ia t e  co n d ition s in  the housing in d u s tr y .

As the P resid en t s a id , "The main th ru st o f  the economic p o lic ie s  o f  
th is  A d m in istratio n  i s  the f i g h t  a g a in st i n f l a t i o n , but in  ca rry in g  i t  
forward, we are a lso  seeking to  minimize problems on other f r o n t s ."

I n f la t io n  has gone on fo r  so long and become so in ten se th a t i t  has 
done damage to  every se c to r o f  our s o c ie t y . I t  has hurt everyone —  
co rp o ra tio n s, f in a n c ia l  i n s t i t u t i o n s , lo c a l  governments and most o f  a l l  
ordinary c i t i z e n s .

I n f la t io n  has not on ly created great economic and fin a n c ia l  c o s t s ,  
but i t  dim inishes the stre n g th  o f our s o c ia l  and p o l i t i c a l  I n s t i t u t i o n s .

The P resid en t i s  e x a c tly  r i g h t ,  th e r e fo r e , when he p o in ts out th a t  
" . . . . t h e  most im portant step s which we can take to assure a h e a lth y  housing  
industry and more p o s s i b i l i t i e s  fo r  home ownership are those which tend to  
lower the r a te  o f  I n f la t io n  and r a is e  r e a l incom e."
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We ca n , o f c o u rse , count the one-tim e events th a t have s ig n i f ic a n t l y  
exacerbated i n f l a t i o n , both here in  the United S ta te s  and w orldw ide, but 
when we have done t h a t , we are s t i l l  faced w ith the prospect th a t p rice s  
w i l l  be r i s i n g  a t  a r a te  o f 7-1/2% per y e a r . And the reason i s  th a t we, 
as a Government and as a p e o p le , have in creased Government spending fa ster  
than we have been w i ll i n g  to  pay fo r  those expenditures through ta x e s .

We h ave, as a N a tio n , p e rm itted , encouraged, and even fo rced  the  
demand fo r  goods and s e r v ic e s  to outrun our a b i l i t y  to produce.

We have fa i l e d  to reco gn ize  th a t when we d ecid e to g iv e  more to  some, 
we are a t the same time d e cid in g  to take those resources from o th e r s , 
e x p l i c i t l y  through increased taxes or reduced expenditures elsew here, or 
through i n f l a t i o n ,  which proves to be the worst ta x  o f a l l .

S in ce  the Government i s  p a r tly  re sp o n sib le  fo r  some o f the events 
which have re s u lte d  in  the present great d i f f i c u l t i e s  fo r  the t h r i f t  
in s t it u t io n s  and the housing in d u s tr y , the Government c le a r ly  has an 
o b lig a tio n  to do what i s  needed to assure the continued so lven cy o f the 
t h r i f t  in s t it u t io n s  and to m aintain a le v e l  o f housing a c t i v i t y  which is  
c o n s is te n t w ith  our a n t i - i n f l a t i o n  p o l i c i e s .

I t  seems to us th a t these o b lig a tio n s  are b est met by p o s it iv e  
step s —  in c lu d in g , fo r  example, enactment o f the measures included in  
the P r e s id e n t's  s p e c ia l housing message ten months ago —  not by adding 
a d d itio n a l r e s t r ic t io n s  to those which alread y bear too h e a v ily  on our 
f in a n c ia l  i n s t i t u t i o n s .

Su re ly  i f  the proposed $850 m illio n  C it ic o r p  is su e  and the $200 
m illio n  Chase Manhattan Corp. is su e  are viewed by the t h r i f t  in s t itu tio n s



as a t h r e a t , they a r e , a t the same tim e, p o te n tia lly  b e n e fic ia l  i f  they  
bring added stre n g th  to the is s u in g  fin a n c ia l  i n s t i t u t i o n s .

Many f in a n c ia l  in s t it u t io n s  today have s i g n i f ic a n t l y  more sh o rt-term  
l i a b i l i t i e s  than they had even a year ago . At the same tim e, w ith the  
expansion in  th e ir  t o t a l  a s s e ts  and l i a b i l i t i e s  which has taken p lace  in  
the same p e rio d , th e ir  c a p it a liz a t io n  r a tio s  have measurably d e c lin e d . 
Thus, i t  i s  im portant fo r  these in s t it u t io n s  to  have the a b i l i t y ,  w ithout 
undue re g u la to r y  r e s t r a in t , to extend the m aturity o f th e ir  l i a b i l i t i e s .

C le a r ly  there are many co n sid e ratio n s which should be balanced; 
some may be viewed as fa vo ra b le  and some unfavorable», depending upon your 
p e rsp e ctiv e . L e g is la t io n , such as these proposed amendments to the Bank 
Holding Company A c t , can have tremendous im p lica tio n s fo r  f in a n c ia l  
i n s t it u t io n s . I  am not a t a l l  sure th a t i t  i s  p o ssib le  to understand a l l  
of the r a m ific a tio n s  w ithout a great deal more study and co n sid e ratio n  
than has been p o s s ib le  in  the la s t  few days e ith e r  fo r  us or fo r  the  
Committee.

B u t, in  any e v e n t, we b e lie v e  th is  h asty  proposal i s  the wrong 
approach and the A d m in istratio n  i s  s tro n g ly  opposed to i t s  enactment.

Let me a ls o  add t h a t , beyond in cre a sin g  the burdens o f r e g u la tio n , 
no m atter how w e ll the Federal Reserve might adm inister the amendments, 
the amendments are fundam entally a n ta g o n is tic  to savers and to savin g at 
a time when we should e s p e c ia lly  be encouraging more s a v in g s , ju s t  a t a 
time when we are beginning to ap p reciate the tremendous investm ent needs 
of expanded c a p a c ity , energy and p o llu tio n  c o n tr o l.
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M oreover, the proposed amendments would be g r o s s ly  u n fa ir  in  
d is c r im in a tin g  a g a in s t bank h o ld in g companies as a g a in s t other corpora

tio n s  which are co m p etitive  in  many s im ila r  l in e s  o f  a c t i v i t y .  And 
d is c r im in a tio n  a p a r t , the Treasury i s  prepared to  oppose even th e f i r s t  
step  toward c a p it a l  c o n tr o ls  which would th r u s t the Government in to  the  
h ea rt o f  the p r iv a te  d ecision-m akin g p r o ce s s .

I  can r e i t e r a t e , however, th a t the A d m in istratio n  w i l l  take such 
ste p s as may be n ecessary to  m aintain th e so lve n cy o f  the t h r i f t  in d u stry .

In  t h is  c o n n e ctio n , 1 would p o in t out to  th e Committee th a t we 
s tr o n g ly  support S e c tio n  13 o f  H .R . 11221, "The D ep o sitary I n s t it u t io n s  
Amendments o f  19 74," which would tem p orarily in cre a se  the T reasu ry’ s 
a u th o r ity  to  lend to  the Fed eral Home Loan Banks by an a d d itio n a l $3 
b i l l i o n .

We co n sid er t h is  p ro v isio n  o f co n sid e rab le  im portance, s in c e  $3 
b i l l i o n  o f T reasu ry’ s present $4 b i l l i o n  len d in g a u th o rity  has alread y  
been committed under the P r e s id e n t’ s program o f a s s is ta n c e  to  h o u sin g.

The T reasu ry’ s len d in g a u th o r ity  to  the Fed eral Home Loan Bank System 
has been an assurance to  the f in a n c ia l  markets th a t the System would be 
ab le  always to  make tim e ly  payment o f p r in c ip a l and in te r e s t  on i t s  
o b lig a t io n s . T his has helped to  assure the a b i l i t y  o f the System to  go 
to  the market to  borrow a t co m p etitive  r a t e s .

R e sto ra tio n  o f the uncommitted Treasury len d in g a u th o r ity  would con

tin u e  t h is  assurance to  the market and provide a fu rth e r  margin w h ich , in

the event o f  sh o rt-term  n e c e s s it y , could be used to make a d d itio n a l Treasury 
loans to  the Home Loan Bank System .
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We hope, th e r e fo r e , th a t the House w i l l  p r e v a il in  the co n feren ce.

We a ls o  b e lie v e  th at i t  may now be tim ely to g iv e  some co n sid era

tio n  to changes in  the R egu lation  Q c e i lin g s  which would permit banks 
and t h r i f t  in s t it u t io n s  to o ffe r  d ep o sit terms which would be more 
com petitive w ith  market in strum en ts, in clu d in g  v a r ia b le  r a te  instrum ents  
of the type proposed by C it ic o r p  and Chase Manhattan Corp.

The banks and t h r i f t  in s t it u t io n s  would have one v a lu a b le  advantage 
in  th is  co m p etitio n ; th a t i s ,  d ep o sit in su ran ce, which makes th e ir  
d eposits Government guaranteed.

I  am sure th a t the sup ervisory agencies ought to be ab le  to work out 
such a co m p e titiv e -ty p e  instrument w ith in  the framework o f present law 
and w ith due regard to the in te r e s ts  o f the in s t i t u t i o n s .

Mr. Chairman and members o f the Committee; This has been a longer  
and perhaps more p h ilo s o p h ic a l and le s s  s p e c if ic  statem ent than you might 
have p r e fe r re d . But I  b e lie v e  i t  i s  o f f i r s t  importance th a t we have a 
cle a r concept o f the type o f f in a n c ia l  stru ctu re  we are s t r iv in g  fo r  in  
the fu tu r e , so th a t we can assure ourselves th a t a c tio n s taken to  d e al  
with immediate problems w i l l  be c o n s is te n t w ith our long-term  o b je c t iv e s .

The C it ic o r p  f lo a t i n g  in te r e s t  r a te  issu e  poses many economic and 
f in a n c ia l  q u e s tio n s , and i t  may have been u n tim ely. N e v e r th e le s s , we 
b e lie v e  th a t any adverse consequences fo r  the t h r i f t  in s t it u t io n s  can be 
o ffs e t  by measures which do not compromise our th ru st toward fr e e r  f in a n c ia l  
markets.

We should not a c t  in  h aste  in  a manner which could prove undtfly r e s t r i c 

tiv e  in  the fu tu r e .

0O0
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FOR RELEASE 6:30 P .M . ’ J u ly  15, 1974

RESULTS OF TREASURY’S WEEKLY BILL AUCTIONS

Tenders fo r  $ 2 .6  b i l l i o n  o f 13-week Treasury b i l l s  and fo r  $ 1 .9  b i l l i o n  
of 26-week Treasury b i l l s ,  both s e r ie s  to be issu ed on J u ly  18, 1974, 
were opened a t the F ed eral Reserve Banks today. The d e t a ils  are as fo llo w s :

RANGE OF ACCEPTED 13-week b i l l s
COMPETITIVE BIDS: m aturing October 17, 1974

26-week b i l l s  
m aturing January 16, 1975

P r ic e
E q u ivalen t  
Annual. Rate P r i c e

E q u ivalen t  
Annual Rate

High
Low
Average

98.083
98.042
98.053

7.584% 
7.746% 
7.702% 1/

96.078 a/ 
95*982 " 
96.018

7.758% 
7.948% 
7.876% 1/

a/ Excepting 1 tender o f $70,000

Tenders a t  the low p r ic e  fo r  the 13-week b i l l s  were a l lo t t e d  65%. 
Tenders a t  th e  low p r ic e  fo r  the 26-week b i l l s  were a llo t t e d  33%.

TOTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:

D i s t r i c t

Boston
New York
P h ila d e lp h ia
Cleveland
Richmond
A tla n ta
Chicago
S t . Louis
M inneapolis
Kansas C it y
D allas
San F ra n cisco  

TOTALS

A p p lied  For Accepted Applied For Accepted

$ 69,800,000
3,246,700,000

37.490.000
80.585.000
99.940.000
62.365.000

207.285.000
55.465.000
23.775.000
57.055.000
36.625.000

228.920.000

$ 58,485,000
1,988,535,000

37.145.000
77.755.000
61.965.000
37.970.000

108.955.000
33.465.000
21.775.000
45.745.000
19.585.000

109.105.000

$ 39,560,000
2,481,020,000

22.815.000
56.025.000
51.750.000
42.895.000

219.470.000
49.670.000
17.940.000  
49*770,000
35.830.000

200.130.000

$ 19,560,000
1,376,620,000

22.815.000
56.025.000
43.950.000
42.895.000

103,950,000
43.670.000
17.930.000
49.770.000
25.805.000
97.130.000

$4,206,005,000 $2,600,485,000 b/$3,266,875,000 $1,900,120,000 ç /

H  Includes $469,780,000 noncom petitive tenders accepted a t  average p r ic e .  
In clu d es $413,850,000 noncom petitive tenders accepted a t  average p r ic e .  

1/ These r a te s  are on a bank discoun t b a s is . The e q u iva len t coupon is su e  
yields are 7.96% fo r  the 13—week b i l l s ,  and 8.32% fo r  the 26—week b i l l s
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FOR IMMEDIATE RELEASE

TREASURY’ S WEEKLY BILL OFFERING

J u l y  16, 1974

The Treasury Departm ent, by t h is  p u b lic  n o t ic e , in v it e s  tenders fo r  two 
¡series o f Treasury b i l l s  to  the aggregate amount of $ 4 ,5 0 0 ,0 0 0 ,0 0 0 , or th e re a b o u ts,

¡to be issued J u ly  25, 1974, as fo llo w s :
91-day b i l l s  (to m atu rity  date) in  the amount o f $ 2 ,6 0 0 ,0 0 0 ,0 0 0 , or th e re a b o u ts, 

representing an a d d itio n a l amount o f b i l l s  dated A p r il  25, 1974, and to mature 
October 24, 1974 (CUSIP No. 912793 UV6), o r i g i n a ll y  issu ed in  the amount o f  
$1,801,490,000 (an a d d itio n a l $100,065,000 was issu ed on June 5 , 1974), the  
¡additional and o r ig in a l  b i l l s  to  be fr e e ly  in te rch a n g e a b le .

182-day b i l l s  fo r  $ 1 ,9 0 0 ,0 0 0 ,0 0 0 , or th e re a b o u ts, to be dated Ju ly  25, 1974, 
and to mature January 23, 1975 (CUSIP No. 912793 V S 2 ).

The b i l l s  w i l l  be issu e d  fo r  cash and in  exchange fo r  Treasury b i l l s  m aturing  
July 25, 1974, o u tsta n d in g  in  the amount o f $4,298,755,000 o f  which Government 
accounts and F e d e ra l Reserve Banks, fo r  them selves and as agen ts o f  fo r e ig n  and 
international monetary a u t h o r i t i e s , p r e s e n tly  hold $2,5 58 ,9 10 ,00 0. These accou n ts  
may exchange b i l l s  they hold fo r  the b i l l s  now bein g o ffe r e d  a t  the average p r ic e s  
of accepted te n d e rs.

The b i l l s  o f both s e r ie s  w i l l  be issu ed  on a d isco u n t b a s is  under c o m p e titiv e  
land noncom petitive b id d in g as h e r e in a fte r  p ro vid ed , and a t  m a tu rity  t h e ir  fa c e  
amount w i ll  be payable w ithout i n t e r e s t . They w i l l  be issu ed  in  bearer form o n ly , 
and i n  denominations o f  $10,000, $15,000, $50,000, $100,000, $500,000 and $1,000,000  

| ( n a t u r i t y  v a lu e ) .
Tenders w i l l  be re ce iv e d  at F ed eral Reserve Banks and Branches up to  th e  c lo s in g  

hour, o n e -th ir ty  p.m . , E a ste rn  D a y lig h t Savin g tim e, Monday, J u ly  22, 1974.

Tenders w i ll  not be re ce iv e d  a t the Treasury Departm ent, W ashington. Each tender  
linust b e  fo r  a minimum o f $10,000. Tenders over $10,000 must be In m u ltip le s  o f  
I$5,000. In  the case o f co m p e titiv e  tenders the p r ic e  o ffe r e d  must be expressed on 

the b a s i s  o f 100, w ith  not more than three d e cim a ls , e . g . ,  99.925. F r a c tio n s  may 
not b e  used. I t  I s  urged th a t tenders be made on the p rin te d  forms and forwarded  

jin  t h e  s p e c ia l envelopes which w i l l  be su p p lied  by Fed eral Reserve Banks or Branches 
|°n ap p licatio n  th e r e fo r .
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w ith  re sp e ct to Government s e c u r it ie s  and borrowings thereon may submit tenders 
fo r  account o f customers provided the names o f the customers are s e t fo r th  in  
such te n d e rs. Others w i l l  not be perm itted to submit tenders excep t fo r  th e ir  
own acco u n t. Tenders w i l l  be received  w ithout d e p o sit from in corp orated banks and 
tr u s t  companies and from re sp o n sib le  and recognized d e a le rs  in  investm ent securities.! 
Tenders from o th ers must be accompanied by payment o f 2 percent o f the fa c e  amount 
o f Treasury b i l l s  ap p lied  f o r ,  u n less the tenders are accompanied by an express 
guaranty o f payment by an incorporated bank or tr u s t  company.

Im m ediately a ft e r  the c lo s in g  hour, tenders w i l l  be opened a t the Federal 
Reserve Banks and Branches, fo llo w in g  which p u b lic  announcement w i l l  be made by 
the Treasury Department o f the amount and p r ic e  range o f accepted b id s . Only those 
su b m ittin g co m p etitive  tenders w i l l  be advised o f the acceptance or r e je c tio n  
th e r e o f. The S e cre ta ry  o f the Treasury exp re ssly  reserves the r ig h t  to accept 
or r e je c t  any or a l l  ten d e rs, in  whole or in  p a r t , and h is  a c tio n  in  any such respect 
s h a ll  be f i n a l .  S u b je ct to these r e s e r v a tio n s , noncom petitive tenders fo r  each 
is s u e  fo r  $200,000 or le s s  w ithout sta te d  p r ic e  from any one bidder w i l l  be accepted 
in  f u l l  a t the average p r ic e  (in  three decim als) o f accepted co m p etitive  b id s for 
the r e s p e c tiv e  is s u e s . Settlem en t fo r  accepted tenders in  accordance w ith  the 
b id s must be made or completed a t the Fed eral Reserve Bank on J u ly  25, 1974, 
in  cash or other im m ediately a v a ila b le  funds or in  a l ik e  fa c e  amount o f Treasury 
b i l l s  m aturing J u ly  25, 1974. Cash and exchange tenders w i l l  r e c e iv e  equal

treatm en t. Cash adjustm ents w i l l  be made fo r  d iffe r e n c e s  between the par value of 
m aturing b i l l s  accepted in  exchange and the is su e  p r ic e  o f the new b i l l s .

Under S e c tio n s  454(b) and 1221 (5) o f the In te r n a l Revenue Code o f 1954 the 
amount o f d isco u n t a t which b i l l s  issu ed hereunder are sold  I s  considered to accrue 
when the b i l l s  are s o ld , redeemed or otherw ise disposed o f ,  and the b i l l s  are ex

cluded from c o n sid e ra tio n  as c a p it a l  a s s e t s . A c c o rd in g ly , the owner o f Treasury 
b i l l s  (other than l i f e  insurance companies) issu ed hereunder must in clu d e  in  his  
income ta x  re tu r n , as ordinary gain  or l o s s , the d iffe r e n c e  between the p r ic e  paid 
fo r  the b i l l s ,  whether on o r ig in a l  is su e  or on subsequent purchase, and the amount 
a c t u a lly  receive d  e ith e r  upon s a le  or redemption a t m atu rity  during the taxable  
year fo r  which the retu rn  i s  made.

Treasury Department C ir c u la r  No. 418 (cu rrent r e v is io n ) and t h is  n o tic e ,  
p r e s c r ib e  the terms o f  the Treasury b i l l s  and govern the c o n d itio n s o f  th e ir  issue. 
C opies o f the c ir c u la r  may be obtained from any Fed eral Reserve Bank or Branch.
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DepartmentoftheTREASURY ||
ASHINGTON, D.C. 20220 TELEPHONE W04-204»

V

FOR IMMEDIATE RELEASE

TREASURY'S 52-WEEK BILL OFFERING

July 18, 1974

The Treasury Departm ent, by t h i s  p u b lic  n o t ic e , i n v it e s  ten ders fo r  
$1,800,000,000, or th e re a b o u ts, o f 364-day Treasury b i l l s  to  be dated  
July 30, 1974, and to mature July 29, 1975 (CUSIP No. 912793 WR3).

The b i l l s  w i l l  be issu ed  fo r  cash and in  exchange fo r  Treasury b i l l s  
maturing July 30, 1974, o u tstan d in g in  the amount o f $1,804,445,000, o f  
which Government accou n ts and Fed eral Reserve Banks, fo r  them selves and as 
agents o f fo r e ig n  and in te r n a tio n a l monetary a u t h o r it ie s , p r e s e n tly  hold  
$750,620,000. These accou n ts may exchange b i l l s  they hold fo r  the b i l l s  
now being o ffe r e d  at the average p r ic e  o f accepted ten d ers.

The b i l l s  w i l l  be issu ed  on a d isco u n t b a s is  under co m p etitive  and 
noncompetitive b id d in g as h e r e in a fte r  provided , and a t m atu rity  th e ir  fa c e  
amount w i l l  be payable w ithout i n t e r e s t . They w i l l  be issu ed in  b e a r e r  form, 
and in book-entry form to designated bidders, in denominations of $10,000, 
$15,000, $50,000, $100,000, $500,000 and $1,000,000 (maturity value).

Tenders w i l l  be re ce iv e d  a t  Fed eral Reserve Banks and Branches up to  
the c lo s in g  hour, o n e -th ir ty  p .m ., E astern  D a y lig h t Saving tim e, Wednesday,

J u l y  2 4 , 1 9 7 4 . Tenders w i l l  not be receive d  a t the Treasury Departm ent,

Washington. Each tender must be fo r  a minimum o f $10,000, Tenders over 
$1 0 ,0 0 0  must be in  m u ltip le s  o f $5,0 00 . In  the case o f co m p etitive  tenders  
the price o ffe r e d  must be expressed on the b a s is  o f 100, w ith  not more than 
three d e cim a ls, e . g . ,  99.925. F r a c tio n s  may not be used . I t  i s  urged th a t  
tenders be made on the p rin te d  forms and forwarded in  the s p e c ia l  envelopes  
which will be su p p lied  by F e d e ra l Reserve Banks or Branches on a p p lic a tio n  
therefor.

Banking i n s t i t u t i o n s  and d e a le rs who make primary markets in  Government 
securities and rep o rt d a ily  to the F ed eral Reserve Bank o f New York t h e ir  p o s it io n s

(OVER)
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w ith  re sp e ct to Government s e c u r it ie s  and borrowings thereon may submit tenders 
fo r  account o f custom ers provided the names o f the customers are s e t fo r th  in  
such te n d e rs. Others w i l l  not be perm itted to submit tenders excep t fo r  th e ir  
own acco u n t. Tenders w i l l  be received  w ithout d e p o sit from in corp orated banks and 
tr u s t  companies and from re sp o n sib le  and recognized d e a le rs  in  investm ent securities 
Tenders from o th ers must be accompanied by payment o f 2 percent o f the fa c e  amount 
o f Treasury b i l l s  a p p lie d  f o r , u n le ss the tenders are accompanied by an express 
guaranty o f payment by an in corp orated bank or tr u s t  company.

Im m ediately a f t e r  th e c lo s in g  hour, tenders w i l l  be opened a t the Federal 
Reserve Banks and Branches, fo llo w in g  which p u b lic  announcement w i l l  be made by 
the Treasury Department o f the amount and p r ic e  range o f accepted b id s . Only those 
su b m ittin g  co m p e titiv e  tenders w i l l  be advised o f the acceptan ce or r e je c t io n  
th e r e o f. The S e c re ta ry  o f the Treasury e x p ressly  rese rv e s the r ig h t  to  accept 
or r e j e c t  any or a l l  te n d e r s, in  whole or in  p a r t , and h is  a c tio n  in  any such 
re sp e c t s h a ll  be f i n a l .  S u b je c t to  th ese r e s e r v a tio n s , n oncom petitive tenders 
fo r  $200,000 or le s s  w ith o u t s ta te d  p r ic e  from any one bid der w i l l  be accepted  
in  f u l l  a t the average p r ic e  (in  three decim als) of accepted c o m p e titiv e  b id s . 
Settlem en t fo r  accepted tenders in  accordance w ith the b id s must be made or 
completed a t the Fe d e ra l Reserve Bank on J u ly  30, 1974, in  cash or other

im m ediately a v a ila b le  funds or in  a l ik e  fa c e  amount o f Treasury b i l l s  maturing 
Ju ly  30, 1974. Cash and exchange tenders w i l l  r e c e iv e  equal treatm en t.

Cash adjustm ents w i l l  be made fo r  d iffe r e n c e s  between the par v a lu e  o f maturing 
b i l l s  accepted in  exchange and the is s u e  p r ic e  o f the new b i l l s .

Under S e c tio n s  454(b) and 1221(5) o f the In te r n a l Revenue Code o f 1954 the 
amount o f d isco u n t a t  which b i l l s  issu ed hereunder are so ld  i s  considered to accrue 
when the b i l l s  are s o ld , redeemed or otherw ise disposed o f ,  and the b i l l s  are ex

cluded from c o n s id e ra tio n  as c a p i t a l  a s s e t s . A c c o rd in g ly , the owner o f Treasury 
b i l l s  (other than l i f e  in su ran ce companies) issu ed hereunder must in clu d e  in  his 
income ta x  r e tu r n , as o rd in ary ga in  or l o s s , the d iffe r e n c e  between the p r ice  paid 
fo r  the b i l l s ,  whether on o r ig in a l  is s u e  or on subsequent p u rch ase, and the amount 
a c t u a lly  receive d  e ith e r  upon s a le  or redemption a t m a tu rity  d u rin g the taxable  
year fo r  which the retu rn  i s  made. ,

Treasury Department C ir c u la r  No. 418 (cu rrent r e v is io n )  and t h is  n o t ic e ,  
p r e s c r ib e  the terms o f the Treasury b i l l s  and govern the c o n d itio n s  o f th e ir  is s u e .  
Copies o f the c ir c u la r  may be obtained from any Fed eral Reserve Bank or Branch.
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July 13, 1974
TEXT OF SECRETARY OF TREASURY 

WILLIAM SIMON'S 
CAIRO ARRIVAL STATEMENT

"My wife and I are delighted to be here in Egypt. This 
is the first opportunity that we have had to visit this country 
of such historic significance. As you know, this visit is a 
result of the joint statement of President Sadat and President 
Nixon on the President's recent visit to this country.

The purpose of my visit is to commence discussions on 
the restructuring and strengthening of the financial system in 
this country.

I have brought a great number of experts with me to speak 
on subjects and areas that we think are going to be of interest 
to the Egyptian officials. We look forward to meeting these 
officials and all of us having very forthcoming discussions over 
the next few days.

But as important as the experts that we have brought with 
us, we came to listen and to learn and to ask questions, and to 
have a good deal of what we call give-and-take; so we have a 
better understanding of each other's problems in all of these 
areas.

I am looking forward to very constructive conversations 
with President Sadat, Deputy Prime Minister Hegazi and Minister 
Abdel-Fattah and many other people while I am here.

And finally I take great pride in being able to participate 
in a continuing relationship and the evolution of the long 
friendship and understanding between our two countries. And I 
think that our Presidents have done such a great deal in streng
thening and giving interest to this friendship and understanding, 
to bring peace to this entire area and prosperity to its people. 
My participation in this brings me a great deal of happiness and
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satisfaction. I look forward to visiting with all of you over 
the next few days.
Q. Mr. Secretary, there seems to be some question about how 
much of the oil problem you will be discussing during your trip.
A. There is always speculation. The subject of energy, and 
that of course was one of the roles that I played in my govern
ment responsibilities back in the United States. The subject of 
energy is always a topic wherever you go in this world; both 
supplies and prices. I assume it comes up just very naturally.
Q. What about the petro dollars issue?
A. Well, that is also another subject, because the world seems 
to be suffering from some financial instability at this point; 
and I think we should discuss it in a very forthcoming way."
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FOLLOWING ARE REMARKS FROM 
PRESS BRIEFING AT MAMOURA 

JULY 15, 1974 BY
PRESIDENT SADAT AND PRIME MINISTER HEGAZI

QUESTION: Sir, did you discuss in any specific terms with 
Mr. Simon his objective to encourage the creation 
of a climate here conductive to foreign investment?

SADAT: Sure, he discussed it all with Vice Premier Hegazi 
and their colleagues. I gave Secretary Simon the 
whole political aspect here in the area; and this 
is my job. This is my work. But regarding the 
economic aid subsidy or any other details, I leave 
it to Secretary Simon and Dr. Hegazi. But we have 
discussed the general line and we have agreed 100 
percent.

QUESTION: Could you state the (Unclear).. Is it consistent? 
Is it private investment? Is it liberalization?

SADAT : I should like you to ask this question of Dr. Hegazi. 
He is the expert and he will be much more efficient 
than me.

HEGAZI: I think we have discussed a number of problems 
concerning the course of initiation and activation of 
the guarantee of investment as a first step and we 
are just about to sign tomorrow that agreement so this 
is one part of developing the climate that we expect 
in the future. The idea of assistance and recon
struction program and the sharing in other fields 
also has been discussed. We are looking forward to 
good results in the near future. And there are other 
items on the agenda, I think, so far as taxation 
exemption and the implementation of the investment 
law and we have also discussed prospects of cooperation 
in a good number of fields of investment such as joint 
ventures or some technical assistance in various 
branches. I think we will have a meeting tomorrow 
with the press to explain some of the framework.

QUESTION: Mr. President do you see the trip by the Secretary 
as part of the peace making process? Does this con
tribute to the peace making process?

SADAT? That's right. I must ask you to convey to the American 
people my deepest gratitude to President Nixon and to 
Secretary Simon for this trip because it is a real 
contribution to peace.
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QUESTION: Sir, could we ask several questions about the general 
diplomatic situation in terms of peace right now?
I believe that King Hussein will be coming to visit 
you this week.

SADAT: Tomorrow.
QUESTION: Can you tell us what you expect from this meeting?
SADAT: Why not wait until he comes (Laughter .. and after we 

meet I can tell you, if you are staying here. Maybe 
he will be on the trip with Secretary Simon.

QUESTION: I'll be traveling on, Sir. I raised the question 
because you had previously proposed a four-party meeting.

SADAT : That's right. We shall be discussing this. It is, 
as you know, the main item on our agenda for the 
Geneva Conference. The relations between Jordan and 
the Palestinians. So this will be the main item of 
discussion between me and King Hussein.

QUESTION: Are you hopeful that the four power, four-sided, 
meeting will take place before the Paris Summit?

SADAT: Sure, I hope so.
QUESTION: Could you tell us your evaluation of the American- 

Soviet Summit in relation to the Middle East and in 
relation to the Palestinian question?

SADAT: Very agreeable. Very agreeable.
QUESTION: Sir, Mr. Ebid said in Israel the other day that 

Secretary Kissinger and President Nixon had agreed 
that further arrangement between Israel and Egypt 
would be the next step in Geneva. Is this understanding 
as well?

SADAT: Well you see, my Foreign Minister will be visiting 
Dr. Kissinger, will be visiting the states early in 
August. I think they will be discussing this item.

SADAT :
Thank you very much Sir. 
Thank you.
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PRESS CONFERENCE BY

U.S. SECRETARY OF THE TREASURY WILLIAM E. SIMON 
AND EGYPTIAN PRIME MINISTER HEGAZI 
IN PRIME MINISTER HEGAZI1S OFFICE 

CAIRO, EGYPT, JULY 16, 1974

HEGAZI: Well, it gives me great pleasure to have this 
opportunity, first to thank Secretary Simon and his colleagues 
in the delegation for the most constructive work we have 
already done through these few days, and the few hours we 
have passed -together. The di.scussions were very sincere —  
to foster the relations and consolidate efforts between the 
two countries on the way of progress and peace. I think it 
would be quite opportune to hear Secretary Simonfs summing 
up of the results we have already achieved as a first step 
on the way to the Joint Committee meeting which is going to 
be held in Washington in August.

SIMON: Thank you, Mr. Prime Minister.; cThe. Prime Minister
and I have just exchanged documents which activate the invest
ment guarantee agreement in order that the U.S. Overseas 
Private Investment Corporation, known as OPIC, may ensure new 
U.S. private investments in this country. This step was made 
possible by the decision that was announced earlier this week 
to establish a Joint Commission to seek settlement of U.S. 
private claims against the government, which we have discussed 
before.

Now, pursuant to the principles agreed to by President 
Nixon and President Sadat of our countries, in preparation 
for the meeting next month of the Joint Commission in 
Washington, between the United States and Egypt, we have 
agreed to the structure of a continuing mechanism for all of 
the areas of cooperation to facilitate growing cooperation 
between our two countries. We have agreed to form senior 
working groups of economic development and investment and 
this is in addition to the already formed groups on scien
tific and technological cooperation, on medical cooperation, and 
on cultural exchange. This senior working group on economic 
cooperation and investment includes five major areas of in
vestment , domestic development and industrialization, foreign 
trade, agriculture and Suez Canal reconstruction and development.

Now, there were many definitives discussed on ways the 
United States and Egypt can work together in many broad areas, 
how the United States can assist Egypt in her industrializa
tion and in her desire to strengthen the fibers of the economy 
and financial system, which, of course, wasrirthe purpose of 
this preliminary visit. As I told you at the outset, we came
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over to make^some definitive suggestions, but most importantly 
we came to listen and to learn and to ask many questions about 
many of the facts and figures that we require before we can 
get on with the detailed work that must be done in the months 
ahead.

In the area of assistance, as you know, there are basi
cally jnaĵr--- W'ays^hat a country can assist another country. 
One is in the hard dollar area, if you will. In that area 
we discussed the appropriation that we sent to Congress for 
$250 million in FY 1975. We discussed an expanded PL-480 
program for the basic commodity needs, and this is in addition 
to the $250 million appropriation. We discussed, I might 
add, the more diverse^(garbled) second the $250 million,
$170 million of this is to be used for the Suez reconstruc
tion and ̂ development.’ The other will be the (garbled) 
commodities including internationally freighted raw materials 
but not the commodities that are included in the PL-480 agree
ment-.— -This is hot to be confused. We talked of ways that we 
can work with the Export-Import Bank encouraging the loans 
and credits to this country. Also, our contributions to the 
international financial institutions, the IMF and the World Bank.

Now, the other side of assistance is of a technical nature. 
The expertise, financial and economic, that the United States 
can offer through tax administration, through debt management, 
debt structuring and many other forms through our Department 
of Commerce, State and many technical agencies.

With^that, I’ve sort of given you a broad brush of the 
conversations that were held while we were here, and, Mr.
Prime Minister, I would like to turn it back to you.

HEGAZI. We have discussed a very large scope of subjects, 
starting from the promotion of private investment, joint 
ventures -- we have already a number of applications for banks 
to work, in the free zones, and in hard currency as well as 
in the local market. ;0n the private investment side, we
already have had quite a number of discussions concerning 
projects, on the top of the list is petrochemicals and agro
industrial projects, side by side with maritime transport 
activities. Also there are discussions concerning investment 
in tourism. We have a good number of applications for that 
and we are trying^to do our best on both sides to bring about 
a climate of confidence and cooperation so as to find out 
what are^the projects in Egypt which could be put under 
observation and for American investors to take part in.
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Today I am glad to say that we have already accepted to 
give permits to four major U.S. banks: the Chase Manhattan, 
the First National City Bank of New York, the American Ex
press, and the Bank of America. We gave this decision today 
because we find it so important for financial circles in the 
United States and Egypt to find ways and means to implement 
the feasibility study of the projects in hand and future 
projects.

Also, I think Secretary Simon also suggested, and we have 
agreed, to find ways and means for a sort of technical coopera
tion on feasibilities studies of projects. And that's why 
there was a suggestion to establish a project development 
institute. I think this is also one of the important results 
of this meeting. After the discussions which took place this 
morning with the press, I think the meetings with the respon
sible ministers have shown our friends here at the table that 
we are here to implement the words which are included word 
by word and in the new era which we are looking after at the 
moment by the policy of liberalization and the opening up of 
the Egyptian economy. We are keen to facilitate all pro
cedures and we will take measures for all actions necessary 
to cut bureaucracy and give more freedom and flexibility, 
not only to the private sector but also to the public sector, 
to act directly with some of the business circles whether 
inside the country or with international organs.

That is why I think we will be ready to answer and give 
any details, if you think you still, after the few hours you 
have spent with our ministers, have questions. I am quite 
sure this framework, after the organism which we have agreed 
to establish today, and with the working groups, working 
subcommittees, more or less which will take place as soon 
as possible. On our side in Egypt, we will appoint one of 
our higher officials to head the committee of this senior 
working group. We understood that Mr. Parsky is being 
aPPointed on the American side and that will give us a chance 
for people to have enough time, ample time, with our people 
here in Egypt and with the technicians, the experts, on the 
other side. I think this committee will definitely add much 
to the success of the objectives already outlined by our two
Presidents.

i think we are ready to explain or at least interpret 
or add anything which you think feasible.

QUESTION: Mr. Hegazi, could you tell us what kind of
applications for U.S. banks you approved, whether it is 
(garbled) merchant banks (garbled)?
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HEGAZI: The Chase Manhattan is asking for a branch and

a joint venture j with the National Bank of Egypt. The First 
City National Bank of New York is a branch so far. American 
Express is also a branch. Bank of America is a joint venture 
with Bank Misr. What we have accepted today is just to give 
them the final permits for the branches. For the two banks 
which are getting into joint ventures, I think a study has 
to be completed by our banks. You know we have to apply the 
capital and this is going to be implemented as I said in the 
free zone or in hard currency. Because the second step, 
which is in the local market, I think we have to set a policy 
for that. We will start first with the foreign activities 
and secondly will get into the joint ventures for the local 
market. I think I gave you this yesterday.

QUESTION: Will there be branches only in the free zone?
HEGAZI: Not necessarily.
QUESTION: But the joint ventures are likely to be in

the free zone?
HEGAZI: Joint ventures for hard currency, no, because

the investment law has given us the chance now to accept any 
foreign activity in any part of the country. But we have, 
of course, to decide where: in Cairo, in Alexandria, in 
Suez, Ismalia or Port Said. We have to fix the region or 
the field of activity, you know.

SIMON: In addition, if you’ll excuse me, Mr. Prime
Minister, I think it is important to emphasize the importance 
of this new investment law and its impact on attracting in
vestment to this country. Now, I know that this wasJexplained 
to all of you this morning, and I hope in great detail; I am 
sure you asked a great deal of questions. Also, what’s im
portant, which I neglected to mention, is the commencement^ 
of work on a tax treaty that will obviate double taxation in 
our country, certainly the removal of an impediment on 
investment.

QUESTION: Mr. Prime Minister, under the agreements you
have signed, are there guarantees against expropriation of 
U.S. investments in the future?

HEGAZI: Yes.
QUESTION: Are you saying, -sir, that Egypt will not

nationalize American firms in the future?
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HEGAZI: Well, I think according to the investment law 
which has been issued, this is mentioned in broader terms 
that no sequestration -- of course, I mean any country has, 
according to its sovereignty, that power, but according to 
the investment law this has been clearly stated.

SIMON: That's the important point, It's in the new
investment law —  the specifics on nationalization. The 
investment agreement just clears the way, as I explained 
yesterday; legally, specifically it does not deal with ex
propriation.

HEGAZI: I should like to add one thing probably not
mentioned in our meeting, because this is rather a bilateral 
discussion, but we have also an agreement in the Arab League 
that any Arab country that calls for any sort of activity, 
whether industrial or agricultural, banking or whatever it 
is for foreign capital, once the country is asking for that 
investment, well, this investment is not subjected to any 
acts of nationalization or sequestration or otherwise.

QUESTION: Gentlemen, you mentioned the project develop
ment institute, where will this be established and who will 
be staffing it?

HEGAZI: I think it will be in Cairo —  the details of
which will be discussed between both of us. It may be a 
separate center or it.may be one center in one of the main 
institutes we have here.

SIMON: One of the mechanisms in attracting investment
to a country is to have a body that is responsible for the 
planning and feasibility studies and making known the specifics 
of the requirements in the country and the desire on the part 
of the country to attract investment; now, this is an area 
in which a project development institute would be extremely 
helpful, most particularly in the area of feasibility. Be
cause industries worldwide want to know many economic answers 
before they are going to invest their money in a foreign 
country...the consumer, the potential profit, can a product 
be sold, exported, all the marketing and industrial and 
ability to manufacture questions that go along with any 
size of investment.

QUESTION: Will there be any restrictions on repatriation
of profits?

HEGAZI: I think this has been explained. Also, this is
very clear in the investment law and the regulations already
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put into effect by the Authority for Foreign Investment. And 
that really depends on a number of factors in which we take 
care into making the feasibility studies on the acceptance 
of foreign capital in this country. Once the foreign com
ponent has been achieved by the investor, there is no restriction 
whatsoever.

Number two, any additions by the foreign inyestors to 
the local requirements for that which is being financed also 
this could be allowed, there are no restrictions.

QUESTION: Mr. Prime Minister, as you know the Nixon
Administration asked for $250 million in economic aid for 
Egypt over the next fiscal year. Have you suggested to 
Secretary Simon that the amount might be higher?

HEGAZI: Well, I have always been saying, and I think
this is a good opportunity, I would say if the American 
Congress gives $2.2 billion to Israel for armaments, I think 
$2.2 is the minimum for "progress and peace," using the words 
of President Nixon. We are calling for $2.2 billion as a 
minimum. I am sorry for that (to Secretary Simon). (Laughter)

SIMON: Please (to newsmen) would you do me just one
favor and don't tear up everything else you have written 
down because I know now what your headlines will be. (Laughter)

QUESTION: Mr. Prime Minister, did you specifically
suggest that figure to Secretary Simon?

HEGAZI: I have no suggestions, because I don't,think
I am in a position to ask for figures. The U.S. and the 
Congress and Mr. Simon and everybody know that the Suez Canal 
Zone is an important area and a strategic area and the con
struction taking place in that area needs a lot of money 
which is in billions not in millions. Suez Canal by itself, 
the reopening and the widening of the Canal, is for the sake 
of peace and progress of the whole world, either by aid or 
by soft loan. I think the world should share in that.

QUESTION: Mr. Secretary, do you have any response to
that?

SIMON: Well, we believe that these preliminary talks
are extremely important, extremely useful in understanding 
the problems. But more importantly to learn the magnitude 
of the problems in this country. We will go back with greater 
knowledge and a greater desire to get into the definities and
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specifics in the working groups to set about the restructuring 
and assisting in strengthening the economy of Egypt every way 
that we can.

As far as the specifics and dollar amounts —  which gets 
to your question, I presume, as you know, from America, the 
legislation and appropriation process. We have asked Congress 
for the $25 0 million and the additional PL-480. We are going 
to assure Egypt that the highest priority in this program as 
well as in the other international finance institutions and 
that is what we are prepared to extend at this time.

QUESTION: Mr. Prime Minister, in discussing liberaliza
tion in the Egyptian economy, did you discuss at all the 
ending of subsidies on consumer goods? And if so, did you 
make any commitments?

HEGAZI: I think this is internal policy, excuse me if
I say that. This is policy which has been implemented so 
long and I think this is a general subject which we have to 
look into in the future. But as a socialist measure, we’re 
not ready to check that at this moment. This is an important 
part of our mechanism, which I think kept inflation down and 
helped this country through all its difficulties during the 
last six or seven years.

But one point is important. That is the wheat and the 
requirements of PL-480. You remember the situation in f 66.
So we are looking forward to PL-480 as one of the important 
parts of our future discussions and I am sure this will be 
taken into consideration.

QUESTION: Mr. Prime Minister, on the subject of wheat,
did you suggest to Secretary Simon how much wheat Egypt might 
have next year? And what was his response? Was it satis
factory to you? Will you get as much wheat as you want?

HEGAZI: Well, I am quite satisfied with the discussions
in various fields, whether it is with PL-480 or in other 
fields. We have discussed details about commodities, about 
investments and everything. It's being done in black and 
white in a very frank discussion because I think it is so 
important for us to think of the difficulties we have and 
then it is for the American side to decide.

QUESTION: Were there any commitments made to each other?
HEGAZI: The first priority for Egypt would be in taking

a decision so far as PL-480 is concerned*
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SIMON: My point on PL-480, of course, is that we are
setting our priorities right now back in the U.S. Most 
importantly, we have to know what our harvest will be. We've 
had forecasts all year. You know how precarious forecasts 
can be, because the weather is involved and you know how 
little control we have over that, like so many^other things.
The original forecast appears to be a little bit higher than 
the recent forecast because of some poor weather.

QUESTION: Mr. Prime Minister, has there been what you
might call "marking of time" pending progress in the Geneva 
peace negotiations?

HEGAZI: I don’t think much cooperation is tied to Geneva,
because this is I think instead the prospect of building up 
cooperation between Egypt and the U.S. as a policy.

QUESTION: Do you foresee any possible developments in
the Middle East which would negate the progress you have 
made this week?

HEGAZI: Well,, that depends on the steps to be taken
in Geneva.

QUESTION: It does not depend on any actions by Israel?
I am thinking of possible events which might occur in the 
future which in themselves might negate the obvious progress 
you have made this week.

HEGAZI: I hope not.
QUESTION: Mr. Prime Minister, there seems to be some

confusion as to whether you've asked for any rescheduling of 
the Egyptian debt to the United States during your talks 
here in the last few days. Can you tell us whether you, have 
or have not?

HEGAZI: I don't think the debt for the U.S. is worrying
Egypt as such; so we have discussed all details concerning 
figures on all accounts between Egypt and the U.S. A study 
is going to be done concerning the settlement of the arrears 
and the future prospects.

QUESTION: Have you worked out any timetable for the
Joint Committee?

HEGAZI: I think the Joint Committee will meet first
in August. It may have the opportunity to visit the United 
States by the end of September. The IMF meeting probably 
will have something in detail by this time.



SIMON: But in the interim the senior working groups
are going to be working on the specifics of all the broad 
areas.

QUESTION:,. Will the study of arrears be confined to the 
United States or will it be a study of Egypt’s foreign debts 
in general?

HEGAZI: We are talking now about the United States and 
Egypt only. I think we have an idea about how to handle it 
in the future.*

QUESTION: Is there any possibility of rescheduling the
debt?

HEGAZI:* That depends on the time when we could bring 
this*, into .discussion. I think you will be hearing very ̂ soon 
about the credit-worthiness of Egypt from some international 
bodies and allow me to say something because all the ques
tions are just going around in a vicious circle. I would 
like to clarify some of the points.

After the Sixth of October War, we feel very confident 
about the economic position of Egypt, partially because we. 
have passed through six-and-a-half or seven years of hard
ship with very little aid comparatively with what is being 
spent on armaments and defense. You all know that Arab aid 
to Egypt was 100 million pounds per annum and we have spent 
over 5,000 million pounds on defense. By all^measurements 
I think for what you are asking that the foreign debt is 
nothing compared with what was spent on armaments and defense.

For your knowledge, I will just add a few more state
ments that during the period of six-and-a-half or seven years 
investments were not pouring into consumable goods by any 
means. We have been constructing heavy industries and re
claiming land; so these were two big burdens on Egypt during 
the seven years. Allocation for armaments and defense and 
heavy investment in long-term projects means the people of 
Egypt have been sacrificing quite a lot in consumer goods 
and services. That’s why it is opportune at the moment to 
think of the future possibilities for development in Egypt. 
That’s why we are now devising the whole plan for the future 
giving priorities, fields of activity that will add to the 
production of commodities required for the masses.

Second, which is very important, also, is the problem 
of finances. It is not what is worrying Egypt as such, but
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it is a priority'project for the future for the potentialities 
of Egypt. Probably my colleagues in the Cabinet have ex
plained to you the potentialities in tourism, in oil 
explorations, in mining, in agro-industrial development for 
export purposes (as well as for local consumption), for the 
utilization of the ideal capacities of our industrial and 
other fields of activities. This will add straight to the 
revenues of this country.

All this has proved that we, I think, will stand on 
solid ground. Side by side with this, you know that we are 
embarking on a joint effort with the Arab countries for the 
use of surpluses for investments and fortunately for recon
struction. We have already had many applications. I’ll just 
quote one example: in the tourist field we have applications 
for hotels and other things amounting to 90 million tons.
We have a number of applications from a number of industrial 
circles and other investors, both private individuals and 
otherwise in a number of branches.

That is why I’m not worrying about this problem of re
scheduling of the debt service, the way you may have in mind.
I’m not at the moment ready to give figures, but that is my 
belief. This country has lived seven years and got through.
That is why I say that the future is bright. • Side by side 
with the recent price and its effect on the local economic posi
tion. That is why we managed to keep our inflation at a 
lower level. At least that’s how the economic reporters 
from outside circles, foreign circles, say.

QUESTION: You know the Secretary is about to depart^for
Israel. Can you give him any suggestions as to what he might 
discuss with them?

HEGAZI: Well, I think Israel’s problems are her own 
problems. We always say we are looking for peace, that’s all.

0 O0
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FOR IMMEDIATE RELEASE July 19, 1974

JAY N. WOODWORTH RESIGNS AS DEPUTY TO THE 
ASSISTANT SECRETARY FOR ECONOMIC POLICY

The Treasury Department today announced the resigna
tion of Jay N. Woodworth as Deputy to the Assistant 
Secretary for Economic Policy effective July 19/ 1974.
Mr. Woodworth will rejoin the Chemical Bank in New York 
Citv as Vice President and Chief of International Planning. 
He had served as Assistant Vice President and Chief 
Domestic Economist of the Chemical Bank prior to his 
appointment to the position with the Department of the 

Treasury in April, 1972.
In his position with the Treasury, Mr. Woodworth 

has been engaged in a variety of Treasury activities, 
including particularly analysis of current economic and 
financial developments and the Economic Stabilization 

Program.
In accepting his resignation with "regret", Treasury 

Secretary William E. Simon expressed "gratitude" for 
Mr. Woodworth's "significant contributions to the formula
tion of our economic policy. You have earned my own high 
respect, that of the former Secretaries for whom you have 
worked, and the respect of your colleagues as well.

WS—6 5
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FOR IMMEDIATE RELEASE Ju ly  18, 1974

SALE OF $1.5 BILLION SEPTEMBER TAX ANTICIPATION BILLS

The Treasury Department i s  s e l l i n g  $1.5 b i l l i o n  o f 44-day Treasury  
tax a n tic ip a tio n  b i l l s  which w i l l  mature in  September 1974.

The b i l l s  w i l l  be auctioned on Thursday, August 1 , fo r  payment on 
Wednesday, August 7. Commercial banks may make payment fo r  th e ir  own and 
th eir custom ers' accepted tenders by c r e d itin g  Treasury tax and loan  
accounts.

The b i l l s  w i l l  mature on September 20, 1974, but may be used a t fa c e  
value in  payment o f Fed eral income taxes due September 15, 1974.



FOR IMMEDIATE RELEASE Ju ly  18, 1974

TREASURY OFFERS $1.5 BILLION OF SEPTEMBER TAX ANTICIPATION BILLS

The Treasury Department, by t h is  p u b lic  n o t ic e , in v it e s  tenders fo r  
$1,500,000,000, or thereabouts, o f 44-day Treasury b i l l s ,  to  be issu ed  
on a discoun t b a s is  under co m p etitive  and noncom petitive bid din g as 
h erein after provided . The b i l l s  o f t h is  s e r ie s  w i l l  be dated August 7 , 1974, 
and w i l l  mature September 20, 1974 (CUSIP No. 912793 WX0)• They w i l l  be 
accepted a t fa c e  v a lu e  in  payment o f income taxes due on September 15, 1974, 
and to the e xten t they are not presented fo r  t h is  purpose the fa c e  amount o f  
these b i l l s  w i l l  be payable w ithout in te r e s t  a t m a tu rity . Taxpayers d e s ir in g  
to apply th ese b i l l s  in  payment o f September 15, 1974, income taxes may 
submit the b i l l s  to  a Fed eral Reserve Bank or Branch or to the Bureau o f the  
Public D ebt, W ashington, D. C . 20226, not more than f i f t e e n  days b efo re th a t  
date. In  the case o f b i l l s  subm itted in  payment o f income taxes o f a 
corporation they s h a ll  be accompanied by a duly completed Form 503 and the  
o ffic e  r e c e iv in g  th ese items w i l l  e f f e c t  the d e p o sit on September 15, 1974.
In the case o f  b i l l s  subm itted in  payment o f income taxes o f a l l  other  
taxpayers, the o f f i c e  r e c e iv in g  the b i l l s  w i l l  is su e  r e c e ip ts  th e r e fo r , the  
o rig in a l o f which the taxpayer s h a ll  submit on or before September 15, 1974, 
to the In te r n a l Revenue S e rv ic e  Center D ire c to r fo r  the D i s t r i c t  in  which 
such taxes are p ay ab le . The b i l l s  w i l l  be issued in  bearer form , and in  
book-entry form to  design ated b id d e rs, in  denominations o f $10,000, $15,000, 
$50,000, $100,000, $500,000 and $1,000,000 (m aturity v a lu e ) .

Tenders w i l l  be received  a t Fed eral Reserve Banks and Branches up to  
the c lo s in g  hour, o n e -th ir ty  p . m . ,  Eastern  D a y lig h t Saving tim e, Thursday,
August 1, 1974. Tenders w i l l  not be received  a t  the Treasury Department, 
Washington. Each tender must be fo r  a minimum o f $10,000. Tenders over 
$10,000 must be in  m u ltip le s  o f $5,000. In  the case o f co m p etitive tenders 
the p r ice  o ffe r e d  must be expressed on the b a s is  o f 100, w ith  not more than 
three d e cim als, e . g . ,  99.925. F r a ctio n s  may not be used. I t  i s  urged th a t  
tenders be made on the p rin ted  forms and forwarded in  the s p e c ia l  envelopes 
which w i l l  be sup plied by Fed eral Reserve Banks or Branches on a p p lic a tio n  
th erefo r.

Banking i n s t i t u t i o n s  and d e alers who make primary markets in  Government 
s e c u r itie s  and rep ort d a ily  to the Fed eral Reserve Bank o f New York th e ir  
p o sitio n s w ith  re sp e ct to Government s e c u r it ie s  and borrowings thereon may 
submit tenders fo r  account o f customers provided the names o f the customers 
are set fo r th  in  such ten d ers. Others w i l l  not be perm itted to submit tenders  
except fo r  th e ir  own acco u n t. Tenders w i l l  be received  w ithout d ep o sit from 
incorporated banks and tr u s t  companies and from re sp o n sib le  and recognized  
dealers in  investm ent s e c u r i t i e s . Tenders from others must be accompanied 
by payment o f 2 percent o f the fa c e  amount o f Treasury b i l l s  ap p lied  f o r ,  u n less  
the tenders are accompanied by an express guaranty o f payment by an in corp orated  
bank or tr u s t  company.

(OVER)
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A l l  bid ders are required to  agree n ot to  purchase or to  s e l l ,  or to  

make any agreements w ith  re sp e ct to  th e  purchase or s a le  or other d isp o sitio n  
o f any b i l l s  o f t h i s  is s u e  a t  a s p e c i f i c  r a te  or p r i c e , u n t i l  a f t e r  o n e-thirty  
p . m . ,  E aste rn  D a y lig h t Saving tim e, Thursday, August 1 , 1974.

Im m ediately a ft e r  the c lo s in g  hour, tenders w i l l  be opened a t the Federal 
Reserve Banks and Branches, fo llo w in g  which p u b lic  announcement w i l l  be made 
by the Treasury Department o f  the amount and p r ic e  range o f accepted b id s .
Only those su bm ittin g co m p etitive tenders w i l l  be advised o f  the acceptance or 
r e je c t io n  th e r e o f. The S e cre ta ry  o f the Treasury e x p re ssly  re serves the right 
to  accep t or r e j e c t  any or a l l  te n d e rs, in  whole or in  p a r t , and h is  a c tio n  in 
any such re sp e ct s h a ll  be f i n a l .  S u b je ct to  th e se  r e s e r v a tio n s , noncompetitive 
tenders fo r  $300,000 or le s s  w ithout s ta te d  p r ic e  from any one bidder w i l l  be 
accepted in  f u l l  a t  the average p r ic e  (in  th ree decim als) o f accepted competitive) 
b id s . Settlem en t fo r  accepted tenders in  accordance w ith  the b id s must be made 
or completed a t  the Fed eral Reserve Bank in  cash or other im m ediately available 
funds on August 7 , 1974. Any q u a lifie d  d e p o sita ry  w i l l  be perm itted to  make 
settlem en t by c r e d it  in  i t s  Treasury ta x  and loan account fo r  Treasury b i l l s  
a llo t t e d  to  i t  fo r  i t s e l f  and i t s  custom ers.

Under S e c tio n s  454(b) and 1221(5) o f the In te r n a l Revenue Code o f 1954 
the amount o f d isco u n t a t  which b i l l s  issu ed hereunder are so ld  i s  considered 
to  accrue when the b i l l s  are s o ld , redeemed or otherw ise disposed o f ,  and the 
b i l l s  are excluded from co n sid e ra tio n  as c a p it a l  a s s e t s . A c c o rd in g ly , the 
owner o f Treasury b i l l s  (other than l i f e  insurance companies) issu ed  hereunder 
must in clu d e  in  h is  income ta x  re tu rn , as ordinary ga in  or l o s s , the difference 
between th e p r ic e  paid fo r  the b i l l s ,  whether on o r ig in a l  is s u e  or on 
subsequent pu rchase, and the amount a c tu a lly  receive d  e ith e r  upon s a le  or 
redemption a t  m a tu rity  during the ta x a b le  year fo r  which the retu rn  i s  made.

Treasury Department C ir c u la r  No. 418 (cu rrent r e v is io n ) and t h is  n o tice , 
p r e scrib e  the terms o f the Treasury b i l l s  and govern the co n d itio n s o f  their  
is s u e . Copies o f  the c ir c u la r  may be obtained from any Fed eral Reserve Bank 
or Branch.
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FOR IMMEDIATE RELEASE July 18, 1974

JOINT STATEMENT ON THE OCCASION 
OF SECRETARY SIMON'S VISIT 
TO ISRAEL JULY 16-18, 1974

During the visit of United States Secretary of 
the Treasury William Simon to Israel July 16-18 he 
met with Prime Minister Rabin, Deputy Prime Minister 
and Foreign Minister Allon, Finance Minister Rabinowitz, 
Minister of Commerce and Industry Bariev, Defense 
Minister Peres and Governor of the Bank of Israel 
Zanbar, and other senior members of the Israeli 
Government.

It was agreed that the talks, held in an at
mosphere of cordiality and understanding, marked a 
fruitful and constructive first step toward imple
menting the joint statement of President Nixon and 
Prime Minister Rabin of June 17. Secretary Simon 
was fully briefed on the Israeli economic situation 
today and the forecast for the future. The briefing 
covered the subjects of long-range economic needs, 
the encouragement of American private investment in 
Israel, means to strengthen U.S.-Israel bilateral 
economic relations and other goals to be achieved 
within the principles embodied in the joint statement. 
The Prime Minister and his colleagues described the 
heavy defense burden that Israel continues to bear 
as it endeavors with its neighbors to achieve a just 
and durable peace in the middle East,and the impact 
of this burden on Israel's economy and its government's 
efforts to build a better life for its citizens. They 
requested that the funding required for long-range 
defense procurement agreements be provided as soon 
as possible. The need for rapid economic develop
ment of Israel was also discussed.

Secretary Simon noted the excellent impression 
he had gained in this, his first visit to Israel, of 
the prevalent dynamism and spirit of self-help evident 
in Israeli economy. He assured the Prime Minister 
of the United States' continuing strong support for 
Israel's security and economic development.

W S - 6 6
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It was agreed that the United States and Israel 
would establish a Joint Committee for Investment and 
Trade to be chaired jointly by Secretary Simon and 
Minister Rabinowitz. Participating in the work of 
the Committee would be other officers of cabinet level 
from both countries. Four sub-committees would operate 
under the Joint Committee covering encouragement of 
capital investment, trade, raw materials, and research 
and development activities. The desirability of a 
U.S.-Israel Trade and Investment Council was discussed, 
to be composed of participants from the private 
sectors of both countries. Both governments agreed 
to explore, as soon as possible, ways in which such 
a council could be established, and the means to 
draw to the attention of the business community in 
the U.S. that investment in Israel is in the common 
interest of the U.S. and Israel.

It was further agreed that the work of organizing 
the sub-committees would begin immediately in prepara
tion for an early meeting of the Joint Committee not 
later than November. Secretary Simon has invited 
Minister of Finance Rabinowitz to Washington for 
this meeting and to discuss other matters of common 
interest, and Minister Rabinowitz has accepted.

At the conclusion of Secretary Simon's visit 
the Prime Minister and the Secretary expressed their 
satisfaction that already, one month after President 
Nixon's visit to Israel, the firmer and more clearly 
defined structure of consultation and cooperation 
envisaged by the joint statement of June 17 was taking 
an effective form.

OoO



U N IT E D  S T A T E S  S A V IN G S  B O N D S ISS U E D  A N D  R E D E E M E D  T H R O U G H  j u n e  3 0 , 1 974(D ollar amounts in m illions — rounded and w ill not n e ce ssa rily  add to totals)DESCRIPTION AMOUNT ISSUED—' AMOUNT . REDEEMED—/ AMOUNTOUTSTANDING—' % OUTSTANDING OF AMOUNT ISSUEDMATURED| pepps A-1035 thru D-1941 5 ,0 0 3 4 ,9 9 9 4 .0 8Series F  and G-1941 thru 1952 ¿ 9 ,5 2 1 2 9 ,5 0 2 19 .0 6Series J  and K-1952 thru 1957 3 ,7 5 4 3 ,7 4 8 6 .1 6^MATURED 1 Series E - ^ : 1941 1 ,9 3 5 1 ,7 5 4 181 9 .3 51942 5 7 5 3 8 ------------ 7 ,7 2 6 812 9 .5 11943 1 3 ,7 2 8 1 2 ,4 4 4 1 ,2 8 5 9 .3 61944 1 6 ,0 3 1 1 4 ,4 5 1 1 ,5 8 0 9 .8 61945 1 2 ,6 2 9 1 1 ,2 4 6 1 ,3 8 3 1 0 .9 51946 5 ,7 6 6 4 ,9 8 8 778 1 3 .4 91947 5 ,5 0 3 4 .6 3 4 869 1 5 .7 9 '1948 5 ,7 1 0 4 ,7 3 3 9 7 6 1 7 .0 91949 5 ,6 7 1 4 .6 2 5 1 ,0 4 7 1 8 .4 61950 4 ,9 8 1 4 .0 1 0 971 1 9 .4 91951 4 ,3 0 9 3 .4 6 9 84 0 1 9 .4 91952 4 ,5 1 7 3 ,6 1 4 90 3 1 9 .9 91953 5 ,1 8 4 4 ,0 6 8 1 ,1 1 5 ________21.51__________  11954 5 ,2 9 6 4 ,0 9 7 1 ,1 9 9 2 2 ,6 6 __________1955 5 , SI 5 4^ 231 1 1 2 8 4 2 3 .2 81956 5 ,3 3 2 4 , 06C 1 ,2 7 1 2 3 .8 4 __________1957 5 ,0 3 1 3 .7 8 8 1 ,2 4 4 2 4 .7 3 __________1958 4 .9 2 9 3 ,6 2 0 1 ,3 0 9 2 6 .5 61959 4 .6 2 7 3 ,3 6 5 1 ,2 6 2 2 7 .2 7 __________1960 4 ,6 6 1 3 ,3 0 0 1 ,3 6 0 _____________ ________2 9 .1 8 __________1961 4 ,7 6 0 3 ,2 5 7 1 ,5 0 3 _____________ 3 1 .5 81962 4 ,6 3 9 3 1 0 9 6 l l  543 3 3 .2 6 __________1963 5 .2 2 7 3 .3 0 8 1 ,9 1 9 3 6 .7 1 __________1964 5 .0 9 4 3 ,2 2 9 1 ,8 6 5 _____________ 3 6 .6 3 ___________  I1965 4 .9 8 8 3 .1 3 9 1 ,8 4 9 _____________ _______ 3 7 .0 7 ___________ 11966 5 ,4 0 3 3 ,2 6 5 2 ,1 3 9 _____________ _______ 3 9 .5 9 ___________1967 5 ,3 2 8 3 ,1 7 6 2 ,1 5 2 _____________ _______ 4 0 -3 9 ___________1968 5 ,0 3 3 2 ,9 7 3 2 ,0 6 0 _____________ _______ 60—93___________1969 4 ,  ILL 2 ,6 9 8 2 ,0 4 6 _____________ 4 3 .1 31970 4 ,9 8 0 2 '5 7 4 2 ,4 0 6 4 8 .3 11971 5 ,7 4 3 2 ,5 6 7 3 ,1 7 6 5 5 .3 01972 6 ,3 4 6 2 ,4 1 0 3 ,9 3 6 6 2 .0 21973 6 ,3 1 7 1 ,9 0 4 4 ,4 1 3 6 9 .8 61974 1 ,7 7 6 225_____________ _____1 ,5 5 1 _____________ 87.334 7 8 471_______________________1___________ 1-46_________

T otal S e rie s  E 200,751 146,517 54,234 27.02

1 Series H iiosa thm m q v  iqrqn M 5,485 4,091 1,393 25.40

H i.TlinP 1 QSQ thru 1Q7A) 9,716 3,423 6,293 64.77

T ota l S e rie s  H

15,201 7,515 7,686 50.56

T o ta l S e rie s  E  and H 215,952 154,032 61,920 28.67

38.278 38,250 27 .07 j
215,952 154,032 61,920 ¿8.67

Grand Total 254.230 192.282 61,947 24.37

j Include accrued discount.
3J  Current redemption value.

■  option of owner bonds m ay be h e ld  and  w ilt earn interest for add itiona l p eriod s alter o rig ina l m aturity dates.

Form PO 3812 (Rev. Mar. 1974) - Dept, of the Treasury - Bureau of the Public Debt



FOR IMMEDIATE RELEASE July 22, 1974
AMENDMENT OF ANTIDUMPING DETERMINATION OF 

SALES AT LESS THAN FAIR VALUE IN NON-POWERED 
HAND TOOLS FROM JAPAN

Assistant Secretary of the Treasury David R. Macdonald 
announced today the issuance of an amendment to the sales 
at less than fair value determination in the antidumping 
investigation of non-powered hand tools from Japan. The 
determination is amended to restrict its scope solely to 
wrenches, pliers, screwdrivers, and metal-cutting snips 
and shears.

The determination, published in the Federal Register 
of June 21, 1974, and the withholding of appraisement, 
published on March 25, 1974, are revoked insofar as they 
include merchandise other than that described in the four 
categories.

Notice of this action will be published in the 
Federal Register of July 23, 1974.

# # # # #
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FOR IMMEDIATE RELEASE 1974

SIMON TO MEET WITH 
ITALIAN OFFICIALS

Secretary of the Treasury William E. Simon will visit 
Rome on Tuesday, July 23, as part of continuing cabinet- 
level consultations between the United States and the nations 
of western Europe. Mr. Simon, whose arrival in Rome follows 
a series of meetings with government leaders in Egypt,
Israel, Saudi Arabia, Kuwait and West Germany, is expected 
to confer with Italian Minister of the Treasury Emilio 
Colombo and perhaps other Italian authorities.

The Treasury Secretary will depart Rome the same day 
in order to meet with financial officials of France and 
Great Britain. He will return to the United States on 
July 27.



PRESS CONFERENCE BY 
TREASURY SECRETARY WILLIAM E. SIMON 

AT BEN GURION AIRPORT, TEL AVIV, ISRAEL 
JULY 18, 19 74-

QUESTION : Could you possibly give us more facts and 
figures to cover this communique in detail? My second 
question: what's the range in years of the agreement?

SIMON: The "agreement" we are looking to sign has no
definitive termination point. This is a long-term arrange
ment and, as such, there is no two-year, five-year (period) 
economic assistance, whether it be in the hard sense of the 
word or the technical assistance sense, and all of the ex
pertise that we can provide in the areas of economic finance 
and tax, etc., necessarily take a long time. So I don't 
really think we have to have a timeframe on this agreement. 
This will be an ongoing, working, cooperative relationship, 
formalized in this area specifically to deal with the areas 
as mentioned in our communique. The agreement won't be 
signed until November of this year. The working groups go 
to work in the areas of energy, raw materials, trade, en
couraging investment, etc., now working toward the acceptance 
of the definitives of the agreement which will be signed in 
November.

This requires a great deal of work, and one day and a 
half of discussions cannot reach all of the definitive de
cisions and get to all the facts and figures we have received. 
One of the functions we have here was to come and to listen, 
to learn, and to get the views of the leaders on all the 
subjects we intend to cover. We now have to get to work 
and solve some of the problems and identify the areas spe
cifically that we are going to focus on.

QUESTION: For those of us who are not experts in
economics, would you give us an idea of what specifically 
we are talking about? Is it simply American aid?

SIMON: No. Basically, the strengthening of the struc
ture of the Israeli economy can be done in two ways. It 
can be done simplistically with our dollar appropriations 
from our Congress in the United States which, as you well 
know, have been substantial in the past. As President 
Nixon assured, we will continue with the authorizations 
from Congress to provide the assistance for this country 
in the future. It can be done through PL-4-80, through our
selves working with the Export-Import Bank on financing 
credits for industries, with the World Bank, with all of 
the international and other bilateral, as well, institutions. 
Then, one might say that's the hard side.
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On what might be called the soft side we could talk 

about the technical assistance, the expertise that we can 
provide, the definitives of tax treaties, how to encourage 
American investment, trade councils to be set up, joint 
industry trade councils with very visible United States 
cooperation and assistance encouraging our industries to 
come and invest in Israel, explaining the profitability, 
education in our country through our Department of Commerce. 
Our Commerce Department in the United States helps in many 
specific ways.

So these are the two types of aid. Working groups, of 
course, will function primarily on the second side as the 
hard loan side has already been discussed and will continue 
to be discussed.

QUESTION: Israel has reportedly asked for long-term
military aid, large-scale military aid and also for economic 
assistance. How do you rate the prospects of these requests 
to receive Congressional approval?

SIMON: I never attempt to prejudge the Congress when
you talk about long-term assistance. Their long-term 
assistance that they asked for in Washington a short time 
ago was, I believe, a billion and a half dollars a year for 
a five-year period. This is being studied by our Defense 
Department in Washington right at the present while I am 
away, and that will be first determined in the Administration 
as to the feasibility of the request, as to the economic 
feasibility, and then we will go up with what our suggestions 
are and what our recommendations are to the Congress and 
expect to be able to get the monies appropriated. Our 
Congress has been generous, very generous, to this country 
in the past. But I wouldn't attempt to speculate on what 
number they might authorize nor indeed what number that we 
would recommend vis-a-vis the initial request.

QUESTION: One of the major wire services carried a
story reporting that the publication known as the American 
Banker quotes you as saying that you are bypassing Iran on 
the trip because, and I quote, the Shah is a nut, unquote.
Did you say that and is that the reason you're not visiting 
Iran?

SIMON: No, it is not. I will give you the background
on this trip. About six weeks ago Prince Fahd from Saudi 
Arabia brought a delegation to Washington to commence long
term discussions on economic development, industrialization,
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diversification, science and technology, etc. —  same 
economic-type mission. We agreed at that time to set up 
the working groups and to commence working the middle of 
July in Jidda, and it was envisioned or perhaps imagined at 
that time that I would potentially go over to open up the 
working groups with my Assistant Secretary, Gerry Parsky, 
who will chair.

Then, subsequent to the President and Secretary 
Kissinger’s visit to the Mid East, they decided —  the 
President decided —  that I would be visiting Egypt and 
Israel.

I then said that as long as I was doing this tour of 
the Middle East, that I had looked for an opportunity to 
visit my counterparts, my associates, in Italy, France,
Germany and finance minister associates in the U.K. I was 
unable to meet with .(inaudible) in Paris because he was just 
two days on the job when our ministerial meeting was held 
in Washington earlier this month.

So there was absolutely nothing to do with should we 
add another country. I am going to enough countries, and I 
will be away long enough, and I don’t have a sufficient 
period of time to really stop in everywhere that I would
like to. That will have to be held for a second trip.

QUESTION: So the quote attributed to you, Mr. Secretary,
is not correct?

SIMON: The quote relative to I am not going to Iran
because the Shah or whatever was quoted is not a correct 
statement. That is correct.

QUESTION: In your day and a half of talks, what is
your view of Israel’s economic shape? What shape is the 
country in?

SIMON: I think that this is consistent with my entire
visit and what my reason is for coming even though there
have been lots of people who have suggested that my reason
for visiting the Mid East has had something to do with oil prices 
and lots of other exotic things that are so disturbing to 
the world economies today.

Basically, as I said in my opening statement when I 
arrived here, Israel is the prodigy of post World War II



4

economic development. This is a fundamentally very sound, 
strong economy. While they do, indeed, as the rest of the 
countries in the world, have today is a terrible 
problem with the inflation, their growth rate is working 
on. As you well know, the measures that have been announced 
by the Finance Minister and by this government to deal with 
the problem of inflation, utilizing the demand for strength, 
as we .are also doing in the United States —  but their 
economic growth is assured and it1s sound.

But it must continue to be assured through continued 
guaranteed growth in the future, and this is what we’re here 
to work on. Obviously there’s a problem as far as peace is 
concerned —  lasting peace. Because without a lasting peace, 
one cannot have economic growth. The issues of war, peace 
and economic growth are interrelated. And that is really 
the purpose of my visit -- to begin to promote .this sound^ 
economic growth in this entire Mid Eastern sector which will 
guarantee a lasting peace.

QUESTION: Is the U.S. planning a similar agreement
with Syria?

SIMON: That, to the best of my knowledge, has not
been discussed.

QUESTION: With inflation playing both a political^and
economic role in the American scene and with the admission 
of the federal government that it may take some years before 
inflation is properly controlled, do you believe that Congress 
will implement some of the plans and arrangements that you 
seek in order to help many of these nations by virtue of our 
dollar aid?

SIMON: We have before Congress now the appropriations
that we have requested for the various countries. We’re 
putting together our PL-M-80 requirements at the present as 
far as the agricultural area is concerned. Inflation is 
the number one problem in the world today, and everyone 
worldwide is working terribly hard to cure\it. There have 
been very stringent demand restraints -- fiscal programs —  
within almost every major country of the world and several 
of the less major. I frankly am optimistic that these are 
going to work. You know, there is no instant cure,^no quick 
fix, if you will, for the inflation problem. What it re
quires is getting back to the fundamentals, getting back to 
what we call that old-time religion and dealing with the 
root causes of inflation and stop attacking the results of 
inflation, and that finally is what we’re getting through. 
Good politics and good economics are now the same.
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QUESTION: Would it be fair to say, nonetheless, that

the recent world oil prices have indeed been a catalyst to 
increased inflation? And what do you think we should do 
about it?

SIMON: We’ve had two major factors: one, the increase
in food prices; and two, the increase in oil prices. This 
contributed approximately 60 percent to the American infla
tion problem last year. Now these two obviously are phasing 
out.

We’re about to harvest a record harvest in the U.S. —  
a little bit below our original forecast, but nonetheless 
it will be a record. So, we’ve already seen pressure put 
on the wholesale prices of our agricultural commodities in 
our country.

No one expects the price of oil, certainly, to escalate 
from these levels-. Indeed, the response has been to these 
prices that it has created a surplus in this world. So I 
think that there’s probably going to be in the months ahead 
some pressure on the prices. One might look for some easing 
ahead.

So I think those two factors, while they were a major 
contribution to inflation worldwide, that the third factor 
being the simultaneous boom in all the industrialized nations 
of the world was creating such extraordinary demands and 
obviously, consequently, the industrially traded raw materials 
had a dramatic increase in price. Well, with the demand 
restraint programs in place, that’s going to slow down the 
demand and finally bring some equilibrium to supply and^de
mand and allow us to build a base to increase productivity 
and capacity in every country in the world which is going to 
be the only ultimate answer. We have to stop as governments 
of the world, and I mean of the world, encouraging consump
tion and penalizing savings and investment. And this will 
bring the prosperity that we all desire for all of our peoples.

QUESTION: Mr. Secretary, there was an article-in the
newspaper this morning quoting President Sadat as saying 
that he would like compensation from the U.S.^for the oil 
that Israel has taken out of the Abu Rodeis oilfields since 
the Six Day War. Is it likely in your opinion that the U.S. 
would be willing to give such compensation?
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SIMON: When I met with President Sadat for over an
hour the other day, he did not bring it up; so I have no 
knowledge of that statement whatsoever. As far as the nego
tiations are concerned and the withdrawal in a very sensitive 
area, I leave that to President Nixon and Secretary Kissinger 
very wisely.

0O0



FOR R E LE A SE  6:30 P.M J u ly  22, 1974

RESULTS OF TREASURY’ S WEEKLY BILL AUCTIONS

Tenders fo r  $ 2 .6  b i l l i o n  o f 13-week Treasury b i l l s  and fo r  $1.9 b i l l i o n  
o f 26-week Treasury b i l l s ,  both s e r ie s  to be issu ed  on J u ly  25, 1974,

[were opened a t the F e d e ra l Reserve Banks to d ay. The d e t a i ls  are as fo llo w s :

RANGE OF ACCEPTED 
COMPETITIVE BIDS:

13-week b i l l s  : 
m aturing October 24, 1974 :

26-week b i l l s  
m aturing January 23, 1975

E q u ivalen t : E q u iv a le n t
P r ic e Annual Rate : P r ic e Annual Rate

High 98.085 7.576% : 96.117 7.681%
Low 98.071 7.631% 96.084 7.746%
Average 98.078 7.604% 1/ : 96.107 7.700% 1/

Tenders a t  the low p r ic e  fo r  the 13-week b i l l s  were a l lo t t e d  48%. 
Tenders a t  th e  low p r ic e  fo r  the 26-week b i l l s  were a l lo t t e d  89%.

TOTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS: )

District Applied For Accepted Applied For Accepted
Boston $ 64,015,000 $ 32,080,000 $ 22,080,000 $ 12,080,000
New York 3 ,676,245,000 2,292,595,000 2,994,620,000 i , 657,190,000
Philadelphia 30,710,000 28,765,000 15,130,000 13,520,000
Cleveland 75,775,000 35,745,000 49,040,000 26,990,000
Richmond 78,810,000 28,070,000 76,000,000 21,590,000
Atlanta 45,180,000 27,285,000 26,850,000 23,500,000
Chicago 198,765,000 33,905,000 193,020,000 35,990,000
St. Louis 45,515,000 24,415,000 43,030,000 17,980,000
Minneapolis 16,840,000 4,840,000 17,990,000 5,610,000
Kansas City 37,735,000 29,960,000 29,615,000 25,700,000
Dallas 37,780,000 16,780,000 37,260,000 16,335,000
San Franr-fsr*n 156,300,000 45,615,000 213,035,000 43,565,000

TOTALS $4 ,463,670,000 $2,600,055,000 i i f  $3,717,670,000 $1, 900,050,000^

a/Includes $ 408,310,000 noncom petitive tenders accepted a t average p r ic e ,  
b/lncludes $275,150,000 noncom petitive tenders accepted a t  average p r ic e .  

£ ' These r a te s  are on a bank d isco u n t b a s is . The eq u iv a le n t coupon is su e  
yields are 7.86 % fo r  the 13-week b i l l s ,  and 8.12% fo r  the 26-veek b i l l s »
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RELEASE AM THURSDAY, JULY 25/ 1974

GEORGIA PICKED FOR DIRECT DEPOSIT OF SOCIAL SECURITY CHECKS 
IN FIRST PHASE OF NATIONWIDE VOLUNTARY PROGRAM

Georgia's 700,000 social security and supplemental security income 
beneficiaries will be given the opportunity to participate in a pilot 
project for direct deposit of their monthly checks to banks or thrift 
institutions, in the first phase of a nationwide program to convert such 
Government payments to an electronic funds transfer system.

The new program was announced jointly today by the Treasury, the 
Social Security Administration and the Federal Reserve System. Public 
Law 92-366, authorized the new program; Treasury issued regulations in 
the October 4, 1973 Federal Register to implement that Law (31 CFR Part 
209 at 38 F.R. 27521).

Treasury prepares and mails 27 million social security checks and 
3.5 million supplemental security income checks for delivery by the U.S. 
Postal Service during the first few days of each month.

Under the program, to be initiated in Georgia this November, 
beneficiaries have the option of having their monthly checks sent directly 
to their bank or thrift institution for credit to their accounts, or 
continuing to receive checks at their residences. The program is com
pletely voluntary.

Advantages to the beneficiary of the "Direct Deposit" arrangement, 
according to a Treasury-Social Security report, include (1) reduced 
possibility of loss, destruction, theft or forgery of the check; (2) 
elimination of the inconvenience and problems of getting the Federal 
check cashed; and (3) assurance of uninterrupted deposits during periods 
of relocation or temporary absence from their place of residence.

The report also indicated that four out of five social security 
beneficiaries already have checking or savings accounts.

The Direct Deposit arrangement will be implemented in several 
stages, with complete conversion by the end of 1976 to the nationwide 
electronic funds transfer system planned by Treasury and the Federal 
Reserve System.

Representatives of the national trade associations for the commer
cial banks, the savings and loan associations, the mutual savings banks 
and the credit unions, together with representatives from the concerned 
Federal regulatory agencies, have been meeting monthly with officials of
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Treasury, Social Security Administration and the Federal Reserve in a 
cooperative effort to evolve an effective Direct Deposit System.

For the 700,000 beneficiaries in Georgia, Treasury will enclose 
information with the checks to be delivered the fir§t few days of November. 
The pilot operation in Georgia will be evaluated for several months 
before Stage II is started.

Stage II will involve extending the pilot operation to the State of 
Florida. All 1.4 million social security and supplemental security 
income beneficiaries in Florida will have the opportunity of opting in 
April 1975 to have their payments sent to financial organizations.
Treasury will enclose explanatory information with the checks to be 
delivered during the first few days of April.

Stage III will begin in July 1975 when the new Direct Deposit 
System goes nationwide. All social security and supplemental security 
income beneficiaries throughout the country will be informed of their 
option to have their payments sent directly to financial organizations.
Stage III will span the months of July, August and September 1975.

In Stages I, II and III, the new procedure will involve the use of 
an especially designed direct deposit authorization form, Standard Form 
1199, which will replace the current Standard Form 233 special power of 
attorney. This new form will be made available, on a geographical 
basis, in advance of the start of each new stage. The forms yrill be 
distributed to financial organizations and to field offices of the 
Social Security Administration. In addition, consideration is being 
given to enclosing the direct deposit authorization form with the informa
tional data sent with the checks to the beneficiaries.

Treasury officials have stressed to representatives of the national 
trade associations the importance of a smooth transition to the Direct 
Deposit System and have emphasized that individual financial organizations 
should not "jump the gun". Promotion of this program outside of the 
pilot area of Georgia will result in significant problems for the 
Government and confusion for the beneficiaries. If any powers of attorney 
are prematurely granted to the financial organizations by the beneficiaries, 
the new direct deposit authorization form, Standard Form 1199, will have 
to be reexecuted at the time the program is extended to other areas of 
the country. Promotion of the pilot program in Georgia must coincide 
with the distribution of the supply of new authorization forms to financial 
organizations and Social Security field offices. This will occur in 
late September 1974.

The new direct deposit authorization form is designed with simplicity 
in mind. A beneficiary who wishes to participate will complete the top 
half of the form and then take it or mail it to the financial organization 
of his choice. The financial organization will complete the bottom half 
of the form and send it to the local Social Security field office. 
Instructions for completing the form are printed on its reverse side.
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Stage IV will be a pilot electronic funds transfer system. It will 
be conducted in the States of Georgia and Florida, commencing during the 
latter half of 1975 or early in 1976. Treasury will provide payment 
information in the form of magnetic tape to the Federal Reserve System.

The Federal Reserve will relay the information through their 
existing communications network and distribution system to the Federal 
Reserve office nearest to the beneficiary's designated financial organiza
tion. From this point the payment information will be distributed by 
electronic or paper media through the local Federal Reserve office's 
established distribution system to the financial organization. The 
pilot system will be operated for several months before extending it to 
other areas of the country.

Stage V will be the initial conversion of social security payments, 
for those beneficiaries participating in the Direct Deposit System, to a 
nationwide electronic funds transfer system. Treasury and Federal 
Reserve plan to complete this conversion by the end of 1976.

Treasury will soon commence planning with the Veterans Administration, 
Railroad Retirement Board, and the Civil Service Commission to lay the 
groundwork for extending the Direct Deposit System to their recurring 
monthly payments.

oOo
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FOR INDIATE RELEASE July 23, 1974

TREASURY’S WEEKLY BILL OFFERING

The Treasury Department, by this public notice, invites tenders for two 
series of Treasury bills to the aggregate amount of $4,500,000,000, or thereabouts, 
to be issued August 1, 1974, as follows:

91-day bills (to maturity date) in the amount of $2,600,000,000, or thereabouts, 
representing an additional amount of bills dated May 2, 1974, and to mature 
October 31, 1974 (CUSIP No. 912793 UW4,), originally issued in the amount of 
$1,802,275,000 (an additional $100,065,000 was issued on June 5, 1974), the 
additional and original bills to be freely interchangeable.

182-day bills for $1,900,000,000, or thereabouts, to be dated August 1, 1974, 
and to mature January 30, 1975 (CUSIP No. 912793 VT0) .

The bills will be issued for cash and in exchange for Treasury bills maturing 
August 1, 1974, outstanding in the amount of $4,306,835,000, of which Government 
accounts and Federal Reserve Banks, for themselves and as agents of foreign and 
international monetary authorities, presently hold $2,532,880,000. These accounts 
may exchange bills they hold for the bills now being offered at the average prices 
of accepted tenders.

The bills of both series will be issued on a discount basis under competitive 
and noncompetitive bidding as hereinafter provided, and at maturity their face 
amount will be payable without interest. They will be issued in bearer form, and in 
book-entry form to designated bidders, in denominations of $10,000, $15,000, $50,000, 
$100,000, $500,000 and $1,000,000 (maturity value).

Tenders will be received at Federal Reserve Banks and Brancnes up to the closing 
hour, one-thirty p.m., Eastern Daylight Saving time, Monday, July 29, 1974.
Tenders will not be received at the Treasury Department, Washington. Each tender 
roust be for a minimum of $10,000. Tenders over $10,000 must be in multiples of 
$5,000. In the case of competitive tenders the price offered must be expressed on 
the basis of 100, with not more than three decimals, e.g., 99.925. Fractions may 
not be used. It is urged that tenders be made on the printed forms and forwarded 
In the special envelopes which will be supplied by Federal Reserve Banks or Branches 
°n application therefor.

B a n k i n g  institutions a n d  dealers who make primary markets in Government

(OVER)
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with respect to Government s e c u r itie s  and borrowings thereon may submit tenders 
fo r account of customers provided the names of the customers are set fo rth  in  
such tenders. Others w ill  not be permitted to submit tenders except fo r  th e ir  
own account. Tenders w ill  be received without deposit from incorporated banks and 
tru st companies and from responsible and recognized dealers in investment securities. 
Tenders from others must be accompanied by payment of 2 percent o f the face amount 
of Treasury b i l l s  applied fo r , unless the tenders are accompanied by an express 
guaranty of payment by an incorporated bank or tru st company.

Immediately a fte r  the clo sin g hour, tenders w ill  be opened at the Federal 
Reserve Banks and Branches, follow ing which public announcement w ill  be made by 
the Treasury Department of the amount and p rice  range o f accepted b id s. Only those 
subm itting com petitive tenders w ill  be advised of the acceptance or re je c tio n  
th e reo f. The Secretary of the Treasury expressly reserves the r ig h t to accept 
or r e je c t any or a l l  tenders, in whole or in p a r t, and his actio n  in  any such respect 
s h a ll be f i n a l .  Subject to these reservatio n s, noncompetitive tenders fo r each 
issu e fo r $200,000 or le ss  without stated p rice from any one bidder w i ll  be accepted 
in f u l l  at the average p rice (in three decimals) o f accepted com petitive bids for 
the resp ective is su e s . Settlement for accepted tenders in  accordance with the 
bids must be made or completed at the Federal Reserve Bank on August 1, 1974, 
in cash or other immediately a v a ila b le  funds or in  a lik e  face amount o f Treasury 
b i l l s  maturing August 1, 1974. Cash and exchange tenders w ill  receive equal

treatm ent. Cash adjustments w ill  be made fo r d ifferen ces between the par value of 
maturing b i l l s  accepted in exchange and the issu e p rice of the new b i l l s .

Under Section s 454(b) and 1221 (5) of the In tern al Revenue Code of 1954 the 
amount of discount at which b i l l s  issued hereunder are sold is  considered to accrue 
when the b i l l s  are so ld , redeemed or otherwise disposed o f ,  and the b i l l s  are ex

cluded from consideration as c a p ita l a s s e ts . Accordingly, the owner of Treasury 
b i l l s  (other than l i f e  insurance companies) issued hereunder must include in  his 
income tax return, as ordinary gain or lo s s , the d iffe re n ce  between the p rice paid 
fo r the b i l l s ,  whether on o r ig in a l issu e or on subsequent purchase, and the amount 
a c tu a lly  received eith er upon s a le  or redemption at m aturity during the taxable  
year fo r which the return i s  made.

Treasury Department C ircu la r No. 418 (current revisio n ) and th is  n o tic e , 
prescribe the terms o f the Treasury b i l l s  and govern the conditions o f th e ir  issue. 
Copies o f the c ir c u la r  may be obtained from any Federal Reserve Bank or Branch.
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FOR IMMEDIATE RELEASE July 23, 1974

CONDITIONAL DETERMINATION OF NO BOUNTY OR GRANT 
ON COLOMBIAN CUT FLOWERS

Assistant Secretary of the Treasury David R.
Macdonald announced today a Conditional Negative Counter
vailing Duty Determination in the investigation by the 
Customs Service and Treasury Department into imports of 
cut flowers from Colombia. The determination will become 
final 30 days after publication in the Federal Register in 
the absence of published notice to the contrary.

A notice of formal investigation was published 
March 8, 1974. During the course of the investigation it 
was ascertained that payments were being made by the 
Colombian Government "which would have constituted a 
bounty or grant of 10.2 percent of the dutiable value of 
the flowers." However, after discussions between the United 
States and Colombian governments, during which U.S. Treasury 
representatives presented detailed explanations of the 
countervailing duty law and its application to this set of 
circumstances, the Colombian Government determined to elimi
nate the countervailable payments by retaining them within 
the control of an agency of the Colombian government. 
Accordingly, on July 17, 1974, the President of Colombia 
signed the decree necessary to accomplish this objective.

Because the Colombian Government very recently made this 
determination, an opportunity for interested persons to com
ment on it will be afforded before the Treasury determination 
becomes final.

In making the announcement, Assistant Secretary Macdonald 
noted: "We appreciate the cooperative attitude of the

(OVER)
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Colombian Government in this matter. We believe that the 
action to eliminate the subsidy is the best possible 
solution to the cut flower problem and sets an example 
for resolving foreign bounty/countervailing duty issues 
generally. Hopefully, over the long term, the general 
question of subsidies will be resolved by multilateral 
trade negotiations. In the short term, however, the law 
must be administered with as much dispatch as is possible, 
given the need to ascertain the exact nature of the foreign 
programs involved, and to communicate our conclusions to foreigi 
governments."

Notice of the determination will be published in the 
July 24 Federal Register. During calendar year 1973 the 
approximate amount of imports of cut flowers from Colombia 
was $8 million.

o 0 o
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material on Secretary of the Treasury 
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ARRIVAL STATMENT BY 
TREASURY SECRETARY WILLIAM E. SIMON 

AT KUWAIT AIRPORT, KUWAIT 
JULY 21, 1974

77
I am honored to have this opportunity to visit the 

state of Kuwait for the first time and also to be the first 
American Secretary of the Treasury to do so. In planning 
my trip to the Middle East, I wanted very much to include 
Kuwait in my itinerary, given the important role Kuwait 
plays in international monetary and energy matters.

I am looking forward to what I am sure will be friendly 
and useful discussions with his highness, Shaikh Jabir, 
Foreign Minister Shaikh Sabah, my distinguished counterpart 
Abdul Rahman Atiqi, and with other Kuwaiti officials. I am 
well aware of Kuwaitfs economic and social progress, its 
advanced financial institutions, and its responsible fiscal 
policies. I am also aware of Kuwait's potential as an̂  
important industrial center and recognize its cooperation 
in support of international development assistance —  par
ticularly through the Kuwait Fund.

In view of the close and growing relations between our 
two countries, I believe that it is in our mutual interest 
to exchange views with our Kuwaiti friends as often as pos
sible and on as high a level as possible. But in addition 
to official consultation, the purpose of my visit is to 
convey to the people of Kuwait the continuing friendship, 
interest and good will of the people of the United States.
I am here to become acquainted and to listen and to learn.
I view this visit as an opportunity to expand my association 
with and knowledge of the Arab world.

Highlights of brief question and answer session with press:
QUESTION: I have some questions representing my col

leagues, the pressmen in Kuwait. First question, we have 
heard a lot about the high prices of oil in the States and 
in Europe, but we didn't see anything about the relation
ship of the high price of oil to the high price of manu
factured goods. Can you tell us if there is an intention 
to make equations between the price of oil and the prices 
of industrial goods?

SIMON: It Is important to understand one thing: that
I did not make this trip to the Mid East to negotiate or to
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talk solely about high oil prices. I think the world is 
generally displeased, to put it mildly, with high prices and 
the inflation problem over all. Oil has made its contribu
tion, there is no doubt, to the inflationary problem world
wide, and this makes it quite evident that what we must do, 
as a world and each country in particular, is to get about 
the problem of attacking the causes of inflation instead^of 
the results, and putting our monetary and fiscal houses in 
order to achieve that result. It is only then that we can 
look forward to a slowing, and hopefully ceasing, of this 
price fire which has affected so many countries of the world.

QUESTION: A statement made today by Minister Yamani 
of Saudi Arabia says that an oil embargo may be imposed once 
again if Israel doesn't withdraw from^Arab territories, and 
there is something related to the business of oil. Can we 
have an idea of your excellency about this subject since you 
have come from Saudi Arabia?

SIMON: In my discussions with Minister Yamani, it was
never brought up —  the subject of the reimposition of the 
embargo. Now during the press conference yesterday —  the 
exact words I have not read yet —  so I would urge you to 
get from my press secretary the exact verbiage of what the 
requirements were and if in the future the Mid East settle
ment and the specifics that you mentioned were not met,  ̂
then this would be considered. I don't have the specifics 
on that. But the point of the matter is that my visit is 
consistent with the diplomatic efforts on the part of 
President Nixon and Secretary Kissinger to insure a just 
and lasting and durable peace in the Mid East; and there 
can be no peace, there can be no economic development and 
progress in this area without peace, and that is what we 
strive for.

QUESTION: Shaikh Yamani has suggested in one quote
that the United States is not putting enough pressure on 
Ipaji to get lower oil prices. Do you believe in that?
What would be your reaction?

SIMON: I prefer to always allow a marketplace to func
tion, and when we see, as you mentioned before, the higher 
prices in all goods in the world due to that terrible tax 
of inflation which acts so regressively on the poor in par
ticular -- let's just take the issue of food, which is one 
of the major problems or has been a major problem. The^ k 
price of food exploded due to circumstances which one might 
say were out of anyone's control, and that was due to the
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horrible winter during 1972 and the consequent extraordinary 
demand that was brought about by a simultaneous boom going 
on in all the industrialized countries of the world. Well, 
the prices obviously shot up. We increased our production.
We removed what we call a ’’set aside,” which is the acreage 
the government held in reserve, and we released that, and 
now we're going to have a record harvest. In anticipation 
of this record harvest, we have seen wholesale prices in 
our commodity area decline substantially in recent months.
This is the way a market functions.

I would like to see lower oil prices because I think 
they are unmanageable as far as the lesser developed coun
tries of the world are concerned. And it's wreaking havoc 
with some of these economies where these nations cannot 
afford it. And we're working through the International 
Monetary Fund in ways that can assist these countries.

QUESTION: Mr. Secretary, could you say how far en
gulfed you were in discussions in Saudi Arabia with the 
principal that Saudi Arabia might take up a special issue 
of United States Treasury securities? A figure has been 
mentioned of about ten million dollars.

SIMON: Any figures that are ever mentioned or were
mentioned by us were just for illustrative purposes. The 
idea of special Treasury securities is not a new idea. We 
have over twenty-six billion in special issue Treasury 
securities outstanding at the present, twenty billion of 
this with Germany. And we presented a comprehensive pro
posal that illustrated the various special issues that they 
could take advantage of if this is the way they wished to 
invest their funds. They have the advantages of not^appear
ing in the marketplace and thereby depressing the price 
when they go to sell, and conversely, raising the price 
when they wish to buy, and the additional advantage of 
having to place the securities with us on two-days' notice 
in the short area, and on sixty-days' notice in "the longer 
maturity area, which gives them really instant liquidity 
for large amounts of investment, which many times the 
marketplace cannot provide.

QUESTION: Are you likely to make similar proposals here?
SIMON: We have, as I say, these^special^issues which

have been in existence for a long period of time, and we 
would be delighted to discuss special issues. We have them 
outstanding with many countries.

0O0
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JOINT PRESS CONFERENCE BY 

TREASURY SECRETARY WILLIAM E. SIMON
AND

KUWAIT’S MINISTER OF FINANCE AND PETROLEUM 
ABDUL RAHMAN ATIQI 

AT KUWAIT AIRPORT, KUWAIT 
JULY 22, 1974

SIMON: It seems ITve just arrived in this country
five minutes ago, and we must now depart, sadly, because 
we’ve had very frank and wide-ranging discussions on a 
broad menu of issues. In these frank discussions it’s im
portant to understand, because sometimes it is misinterpreted: 
just because we do, in certain areas, have a disagreement or a 
difference of opinion on substance, that doesn’t mean that 
this disagreement in a particular area is done with any 
acrimony whatsoever. It's done in an attempt to have' a use
ful dialogue on our opinions and on our very strong interests 
in the areas that affect every country in the world. And 
more importantly, I think it’s important to emphasize the 
many areas where we do have complete agreement and where 
there are many areas where we can work together which were 
also discussed.

Obviously, in the very brief period of time that I 
have been here, it is impossible to enter into the sub
stantive dialogue that we will in the future. I have 
extended on behalf of the President an invitation to His 
Highness to visit our country in the near future, and I 
will certainly hope that at that time, or before if I return 
to the Mid East, that we can continue with these discussions. 
Mr. Minister.

ATIQI: Definitely we here in Kuwait are very happy to 
receive Secretary Simon in Kuwait, and we are very glad for 
this occasion. Secretary Simon is the first Secretary of 
Finance to visit Kuwait during the life of relations between 
Kuwait and the United States.

To have good relations with a country does not mean 
that there is no area in which we disagree. There are areas 
in which we do fully agree and there are some areas in which 
we disagree. This is a healthy situation. By exchanging 
points of view, we cancel a lot of problems, which leads to 
a better understanding between our two nations and which 
might also lead to a better understanding for us and for 
others.

We do appreciate the role that the United States is 
playing for the peace in the world, especially at the time 
of President Nixon. We welcome this visit, as I say, to
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exchange points of view on various aspects, and I hope that 
these points which we have discussed will lead to fruitful 
benefits in the future for our two countries and for the 
rest of the world.

QUESTION: Mr. Simon, have you suggested to Kuwait to
buy American bonds with a view to invest surplus oil revenues?

SIMON: One of the subjects that we discussed yesterday
was the potential investment and the opportunities that 
existed in the purchase of U.S. government securities, and 
we discussed this at some length. We did not make a defini
tive proposal, but rather explained the various types of 
securities that could be purchased which present great ad
vantages on a direct basis with the United States government 
versus going into the marketplace to purchase these securities.

QUESTION: Mr. Secretary, there was an illustrative
figure on those same discussions with Saudi Arabia. Do you 
also have an illustrative figure on these discussions?

SIMON: The illustrative dollar numbers that are used
are purely illustrative, and actually we make no recommenda
tions as to amounts. The amounts are determined by the 
investor always because he knows what his priorities are 
and when he indeed will need the monies and then, of course, 
maturities can be set to meet these priorities. So this 
was just explained in some detail because it is a complex 
issue. The varieties of advantages in the special issue of 
Treasury securities that are not extant in the marketplace 
in particular offer a protection to a government that does 
not exist in the other area.

QUESTION: Can I ask Minister Atiqi whether he expressed
to you any interest in investment in United States equities 
in particular companies. I am speaking of substantial 
equity holding and whether he raised the problems that this 
might entail.

ATIQI: We didn’t raise points in detail the way you
are asking. Kuwait has already had its trustees to invest 
in the United States, not that it is not new. Since the 
days we got money more than 15 years ago, we haye had^our 
trustees in the United States to invest for us in various 
aspects: in bonds, in equities, in real estate. We have
started very small and we are growing up gradually. Well, 
when the time comes that we have a real substantial amount 
in the United States, then we might go deeper into discus
sions about this. Now we are just discussing broad lines.
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SIMON: And let .me add something to that, that it is

not proper for the Secretary of the Treasury, or indeed any 
government official to offer specific equity securities in 
our marketplace. Where the subject of securities comes up, 
the Kuwaitis are well aware of the opportunities in the 
American capital and equity markets. We will respond to 
specific questions about the technicalities of the market
place and what exists, but as far as the Secretary of the 
Treasury or any officials offering equity securities, that 
would be highly improper.

ATIQI: Especially in a free market like United States.
QUESTION: Mr. Minister, did you find at all persuasive

the point I’m sure the Secretary made to you, because he’s 
made it elsewhere, that it is in the interests of the oil- 
producing countries as well as the oil-consuming countries 
that the prices of oil be made lower than they are now?

ATIQI: Well, this is one of the areas which neither
His Excellency, the Minister, can persuade me or I can 
persuade him. We exchanged points of view on impact of 
oil prices on the world, but neither was he able to persuade 
me nor I to convince him of my own feelings. For this is 
an international problem, not only one country has to solve 
it or to carry the burden of solving it. Inflation and^what 
comes out of inflation is an international problem and it 
is not for one country to solve it. I can’t expect that, 
but we have exchanged points of view.

SIMON: And that is the important thing to^understand,
that as a colleague, a fellow finance minister in this great 
union of finance ministers, there are many areas where we 
can have differences of opinion. It’s done^in a friendly, 
frank, forthright fashion, and we will continue these 
dialogues. This is just the first discussion of many in 
the future.

QUESTION: Mr. Secretary, we were told last night that
Kuwait is anticipating investing in research in nuclear 
energy in partnership with developed countries shortly.
Was this discussed in any way during your stay here?

SIMON: The Minister and I did not discuss anything
specifically in that area.

QUESTION: Do you think your visit to the Middle East
countries was a success?
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SIMON: Yes, indeed, I consider it a success. I think
the most important thing between peoples in this world must 
be communication -- frank, open discussion of all the issues 
in this world that has shrunk to such a degree that we all 
recognize the importance and the interdependence of countries 
upon each other. And the constant communication and dialogue 
of all the problems that affect each one of us must continually 
be discussed in a very open fashion. So, in this regard, 
this my first visit to the Middle East, we have accomplished 
this to my total satisfaction and I look forward to return
ing in the very near future to have further discussions and 
be able to stay for a longer period of time.

0O0
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WARREN BRECHT: 1 am delighted to join this group of Customs Headquarters managers and supervisors again this morning to talk about equal employment opportunity, what w e ’re doing in the Department and what y o u ’re d o i n g 1n Customs.
When D a v e  Sawyer got the Invitation for one of us to speak to this group on two different sessions, o h s a couple months ago, D a v e  asked me whether he wanted whether I wanted him to take i t  o r whether I wanted to do 1t myself» and I Indicated to him that if my schedule permitted» X would very much like to address this audience myself.
As soma of you may know# the equal employment opportunity 

p r o g r a m 9 the responsibilities of that program were transferred to me less than a year ago. They used to be under the general counsel. And 1 1ve taken these responsibil. 1 ties seriously» and so therefore [brief interruption in recording]...service.
Back i n February -of this year» I had the opportunity to speak at the Customs Region Two seminar for managers and supervisors in New fork City# and at that time I was impressed that management# both in that region and also the. management • here 1n the headquarters» was most eager to make sure that all of the officials within the Department and within the Bureau 

were aware o f their official and personal responsibilities to make sure' that the Customs equal employment program was really moving ahead toward the goal of real equality of opportunity in every phase of your operations.

program what we
Before getting into the specifics of Customs* EEO however# I thought you might be Interested in knowing 

9r e doing in the Treasury Department as a. whole. How while we can never be fully satisfied with, .progress in this 
afsa> I am Impressed with Treasury’s progress over the past five years* and we*re talking a period from November 1968 to November 1973# which 1s the latest date for which we have staffs



Looking first at blacks, we have experienced an Increase from 11,800 to 1 6 98Q 09 which Is an overall rise of 5,000 black employees in the Department, and this represents an Increase 
of 42%.

The Improvement in Spanish-surnamed hires has been even more impressive» an overall Increase of approximately 2SGO0 employees» jumping from only about 1»000 i n  1968 to about 3,000 by the end of 1973» or an Increase of about 200%.
Here important» there has b e e n progress in the upper grade levels over the past two years. So» for example, the employment of blacks i n  the S$~9~to~12 group has risen from 1150 t© 1780 over the past two years» and for Spanish-surnamed we have achieved an Increase from 330 to over 700. And similarly» 

i n the GS-13-to-18 grade range, blacks increased from 150 to 350» or more than double» over the past two years; and Spanish- surnamed moving into the highest grouping jumped from only 
35 to 120.

Turning for a moment to women» .women comprise about 44% of those employed -In the General Schedule positions in Treasury. There have been slight percentage gains in the employment of women in the GS-9-through-!2 group» and there are 62 more women 1n the GS-13 - to-15 range than there were the previous year. H e 5ve not dons so well in the sypergrade area for women,15m sorry to say, and so the w o m e n ’s program is one area that I am not satisfied with at this point. And one of my goals, and I hope one of yours, will be to make ever effort in fiscal- 1975 and beyond to increase the percentage and number of women 
in top jobs in the Treasury Department.

He still have much more to achieve» as I am continually reminded by Senator Hontoya and Congressman Roybal at our annual appropriation hearings. Yet I am pleased» as they are. to see the positive accomplishments to date and the meaningful and higher goals being set for the future. 1 will comment 
on this further later on in my talk.

I should also take note of the commitment of top management in the Treasury to the EEO program, starting with Secretary Simon himself. The Secretary is committed to equal opportunity. He recognizes that we have made some real strides this area» but he stresses his personal interest and concernH.for as 
status

uring that everyone gets a fair shake in their employment 
with Treasury. ■

And» of course, former Secretary George Schultz had 
a commitment that was of a long-standing basis. He promulgated the concept of affirmative action while lie was the Secretary of Labor, and while the Director of the Office of Hanagement



and Budgets he promoted the Idea of good staffing of equal employment programs and he supported and promoted the Idea that government agencies should get the necessary budgetary resources to do a meaningful job.
The 1975 Affirmative Action Plan for the Department was recently forwarded to the Civil Service Commission, and 1 know that you will be developing your Bureau's plan sometime this month. Me have just received the Commission's approval,July 1, of the departmental plan. In approving our plan, the Commission offered the opinion that they thought the plan was much batter developed than it was the previous year,
I'd like to particularly emphasize one aspect of the Affirmative Action Plan» and that is the plan that w e ’ll he developing during this year for upward mobility for minorities and women. Now this is not a new concept in the Treasury or certainly not a new one in Customs. But I think what is new 1s that we are developing a systematic Department-wide approach*, putting more muscle behind 1i, and hopefully incorporating opportunitles for many more of our people in the lower grades, and providing counseling skills, basic training, tuition refunds and -- to college [unintelligible] -- to many of our employees;
Mall» so much for the departmental overview. I'd like to turn now t© the EEG progress» plans and accomplishments and activities in the Customs Service.
As I look at the latest statistics for minorities employed in Customs» again I am Impressed. From 1972 to 1973, Customs had an overall decrease of 500 people in their employment and yet, despite the overall decrease» minority employment gains were achieved. For example» blacks rose 1972 t© 1290 In 1973. Spanish rose from 650 ti rose from 140 In 1972 to 260 in *73. American stayed about the same at a fairly low level. I

■Tom 1250 In 860. Orientals Indian employmentam pleased
to note that since the last statistics were prepared at end of 1973» Customs has stepped out and hired some Pap*Indi is along the Mexican borei<3>y» serve as CFG

t i ie
m

As 1 commented earlier about the upper 
the Department» a-review of progress from s72 to some nice gains within the Customs*Service. S o 9 while there were ? fewer blacks in the G$~5~io~8 *72 to *73. was an. 1 «crease of 48 in the 9to *73» there was an increase ■  a slight increase in the upper categories

mobi11
fo r ex group * to -1 9

ty for so shows ampi e 5 from range,

Spanish employment, which I indicated ^ p 9 again, the biggest single jump was in the n§e where there was a net increase of 121.
took a big 6S-9-to-12



As I see it* all this is sure that future tallies will show a positive trend* and even higher gai n s . m

I*d like to talk a little bit about this conference and what this is all about, looking ahead* It seems to me that the idea of an EEO Conference for managers and supervisors is commendable. This Is your chance to assess how your EEO  program can become even more effective* and also it gives you the opportunity to discuss how to develop better techniques and equipment, training, m d  management of your personnel*
As managers and as to whether Customs* Af* plan or whether it really

supervisi 'innati ve achieves
srs, you are Action Plan its goals*

the key link is a. mere paper

I*ve had a chance to review with Dave Sawyer the Customs* Affirmative Action Plan that was put together for this past year and some of the plans of your Regions. Overall you are to be commended. Hr. Sawyer agrees with me that some of the plans that you have developed to date have been amongour more comprehensive plans received in the Department. These plans can serve as models for other Regions and other Bureaus.
For example, many career ladders are clearly defined. Time is provided for the subject of equal opportunity 1rs orienting new employees and also In providng courses for supervisory and personnel management training* A sincere effort is being made to insure that recruitment activities reach and attract job candidates from all sources. The summer-aide » stay»In- school, and work«study programs are impressive in a number of cases. And, very Important, the plans call for regular assessments and reviews to determine whether Customs* objectives, are being realized.
flow these are just a few vie mean by some meat on these plans of the examples of wha

I sve a l s o ,received good reports from Dave Sawyer about the kinds of. relationships many in Customs have established with various educational Institutions and organizations dealing with m i n o r i t y  groups, groups such as the Urban League* the NAACP-, the League of United Lettn-AraeHcan Councils, and various women's Interest groups. And, as j've already indicated, I'm particularly interested In what you.'re doing in the upward- mobility program.
I'd like to talk a little bit more about upward mobility Jt this point. I don't know exactly what the statistics are vn terms of your overall employment in Customs, but l suspect 

that they're not that different than the Department figures.¿n the Treasury Department, over BQ% o f  our people are in the bS~l«through“7 grades, which is the target area for th e upward«*



mobility program, at least Initially. And therefore, It seems to me that the ypward-snobility program has got to be of real interest to a great many of our employees, and I think we will find many Interested qualifiable and trainable minorities and women on our staff ~~ on your staff to move into areas o f  train!© for more responsible and better paying jobs.
All right, so much for .the employees.
And I think the upw&rd-mobll ity program 1s equally important t o  management, both to Customs and Treasury and the government at large. Any of you who have been involved in the budgetary process, either up at the H111 or just in terms of putting together your own budget, and finding that Invariably you don't get ail that you asked for and all that you probably could legitimately use, productively use, if given the full resources —  this is a fact of life, if you take a look at the Treasury Department as a whole* about 83% of our total costs $ the total budgetary costs, are people costs, and I suspect the same rati© is probably pretty close to that in Customs.
So It seems to me that if given the fact that you can*t get all the people and all the resources you *d really like to do your job in an optimum way, then it becomes doubly important that we take the resources that we have and make sure that we are developing these people and providing them challenging careers, and at the same time, enabling us to carry out the mission of the agency more efficient **«* efficiently and effectively.
Turning to women's programs, I am aware of your ongoing activities to assure that women are treated fairly on the ladder of equal opportunity and that they're given a fair shake at job bidding, training, selection, and promotional opportunities.I was impressed, for example, with' the program that your flaw York Region put on. It's one of the first in government to conduct a women's day which provided counseling and interviewing for many who attended.
As I mentioned to t h e  group on Monday, we hope to 

put on our first departmental women's day hopefully soma time later this fall. We're just in the very early talking stages this, point, so 1'ns almost reluctant to bring it up. But * f*tel compelled to at least to this group that this is very ^uch on our mind, and we are going to do it and hopefully we're going to do it this fall. And X would hope, as has been the case In other departments, that whatever we do as a department overview, that it can be a coordinated effort and that each of our bureaus can tie into it and also carry on whatever suits cheir particular needs at the same time.



And s o 9 as managers and supervi sors» we» you and I8 are the keys to effective equal employment opportunity.As managers and supervisors* we have Important personnel management responsibilities* and this Includes working with our employees to prepare realistic training and deveiopmentai plans for them.
In closing» I would like to leave you with several

f a c t s .

First* EEO sometimes is thought of as a can of worms.
We hear a lot about grievances» lack of progress and so on.I think i t 4s Important that we think positively and we focus on the good things we®re trying to do and on the successes that we have achieved to date. We must recognize that we c a n ’t turn things around overnight» but those of us in management must make clear our.serious-Intent. Me need to talk if up.

Second9 EEO and various other special-emphasis programs 
should be viewed as parts of a comprehensive personnel program. Otherwise» we c a n ’t see the forest for the trees* And that’s why it Is so Important that the EEO compliance people and the personnel people work hand-in-hand at the departmental level and on down to the bureaus and into the field organizations. Incidentally» this was one of the major reasons why the departmental equal employment compliance program was transferred under my responsibility. Since I already had the Office of Personnel» 
i t  was natural that these two had to work very closely together, and by putting the two offices under my responsibllity8 I think that in fact, over the past 6-to-9 months» we have established a closer working relationship than had been the case prior 
to that.

The third point I sd like to leave with you in closing,I*d like to talk a little b i t  about Commissioner A cr ees aid I understand Commissloner Acres, John Hurley and others are off doing battle at the Hill this morning, testifying on the Mexican border activities before one of the Government Operations Committees, something that’s of great Interest to, I "*n sure, all of you, and. it certainly is of Interest to me.
But getting back to Commissioner Acres, I know that he believes very strongly in the-equal employment program, and he expects a cooinsiintent from each of you in implementing 

the equal opportunity program in Customs.
As just one example of the Commissioner’s efforts, shortly after he became Commissioner two years ago, he had to deal successful1y and very promptly with a very difficult morale problem along the Hexlcan border, particularly in the San Isidro area. I think if each of us can measure up to his high standards, w e ’ll be well along in what w e ’re trying to
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Hy final comment* I earlier commented on reminders from Senator Montoya and Congressman Roybal and the proddings 
m  get from them during our annual appropriation hearings.Hall this y e a r , Senator Montoya publicly commended Secretary Simon for the Department'$ achievements in the area.of Spanish- speaking employment* And those of you 1n Customs certainly helped to get us this pat on the back.

And then I later learned that just before our House appropriation hearings * Congressman Roybal complimented Customs and the Department for our equal employment efforts.
These kinds of eompliments don't come easily In this area* A few lines from Congressman*s Roybal makes a fitting closing statements and I quote:
“May I point out that this is the one agency of government that has made the most progress In the last three or four years 

in hiring of Spanish-speaking personnel« You have made a tremendous amount of progress and you are doing an excellent job. I would like to take this opportunity to eomplimerit you and' the Customs Service f o r  the most excellent job that you have done up to this time*
“When I first came to this, committee, I was quite critical of the fact that not enough progress was being made.I thought it would take more than three years for me to compliment you on this progress. You are t h e  one department that comes before this committee that I can truly say has put a great deal of effort 'into an affirmative action program and has definitely succeeded.18 End of quotation.
Wall, vie c a n  * t rest on our laurels* We've got to keep moving ahead. But it's still good to hear such words of praise once in a while. So let's continue the good work» and good luck to you and good luck to this conference.
Thank you*
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M r. C h a irm a n  and Mem bers o f  th e  Com m ittee:

I  am p le a s e d  to  t e s t i f y  b e fo r e  you  t h i s  m o rn in g .  I  u n d e r 

s ta n d  t h a t  we a re  to  d i s c u s s  th e  c u r r e n t  d i s i n t e r m e d ia t io n  

s i t u a t i o n  and  a t te m p t  to  p la c e  i n t o  some o v e r a l l  p e r s p e c t iv e  

the r e c e n t  i s s u e  o f  v a r i a b l e  i n t e r e s t  r a t e  n o t e s  by  C i t i c o r p .

A s y o u  know, th e  A d m in i s t r a t io n  h a s  o p p o se d  l e g i s l a t i o n  

in te n d e d  to  p r o h i b i t  i s s u a n c e  o f  v a r i a b l e  i n t e r e s t  r a t e  n o t e s .  

Among o u r  r e a s o n s  f o r  d o in g  so  i s  o u r  b e l i e f  t h a t  su c h  a 

p r o h ib i t io n  w o u ld  s im p ly  e x te n d  th e  in e q u i t a b le  p r i n c i p l e  t h a t  

s m a lle r  s a v e r s  m u st b e a r  th e  c o s t s  b o th  o f  s u b s i d i z i n g  b o r ro w e r s  

and p r o t e c t in g  f i n a n c i a l  i n s t i t u t i o n s  fro m  th e  d e f e c t s  in  o u r  

f i n a n c i a l  sy s te m . We f e e l  t h a t  th e  r e s p o n s i b i l i t y  f o r  n a t i o n a l  

p r i o r i t i e s ,  su c h  a s  a i d i n g  th e  h o u s in g  i n d u s t r y ,  s h o u ld  be  

born  by  th e  n a t i o n  a s  a w h o le  and n o t  b y  a s i n g l e  g ro u p  - -  o u r  

s a v e r s .  We a l s o  b e l i e v e  th e re  a re  o th e r  w ays to  a s s u r e  th e  

c o n t in u e d  s o lv e n c y  o f  th e  t h r i f t  i n s t i t u t i o n s  th a n  t a k in g  a
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backward step toward greater regulation of private financial 
decisions.

The Citicorp note offering is the latest manifestation of 
the problems created for our financial institutions by inflation 
on the one hand and by rigid rules regarding the asset and 
liability structure of these institutions on the other. We 
are again in the middle of a familiar situation which exists 
each time the monetary authorities are called upon to use 
tight money to fight inflation. First, market interest rates 
rise above those permitted under Regulation Q ceilings, and 
depositors withdraw funds from traditional intermediaries 
banks and thrift institutions. Federal agencies are then called 
upon to increase their loans, for example, to thrift institutions. 
These agencies then must borrow the funds in the capital markets 
thereby adding to upward interest rate pressures which cause 
further disintermediation and so forth. This is the now familiar 
dog chasing his tail syndrome to which Secretary Simon has often 
referred.

What Citicorp apparently set out to do was to attract 
the pool of savings of older, modestly affluent savers who 
have managed to acquire some reasonable amount of financial 
assets and who actively seek the best return available 
consistent with the liquidity and soundness of the investment.



T a b le  1, a t t a c h e d ,  i l l u s t r a t e s  t h i s  p o in t  b y  p r e s e n t in g  th e  

income and  a g e  d i s t r i b u t i o n  o f  h o ld e r s  o f  s a v in g s  a c c o u n t s , 

by s i z e  o f  a c c o u n t ,  f o r  1971. T a b le  2 docum ents th e  i n c r e a s i n g  

w i l l i n g n e s s  o f  h o u s e h o ld s  t o  s h i f t  fro m  t im e  d e p o s i t s  to  

a l t e r n a t i v e ,  h ig h e r  y i e l d i n g  a s s e t s .  T a b le  3, c o v e r in g  th e  

p e r io d  J a n u a ry  1973 th ro u g h  M a rc h  1974 i l l u s t r a t e s  th e  i n c r e a s i n g  

a t t r a c t io n  o f  l i q u i d ,  h ig h  y i e l d i n g  a s s e t s  su c h  a s  G overnm ent  

s e c u r i t i e s .

T h r i f t  i n s t i t u t i o n s  and  co m m e rc ia l b a n k s  h ave  g r e a t l y  

a id e d  th e  i n c r e a s i n g  s o p h i s t i c a t i o n  o f  s a v e r s  b y  f o c u s in g  on  

i n t e r e s t  r e t u r n  p r i n c i p a l l y  th ro u g h  th e  p ro m o t io n  o f  c e r t i f i c a t e s  

o f d e p o s i t .  I n s i g n i f i c a n t  o n ly  te n  y e a r s  a g o ,  th e se  a c c o u n t  now  

fo r  more th a n  h a l f  o f  t im e  and s a v in g s  d e p o s i t s  a t  a l l  s a v in g s  

and lo a n  a s s o c i a t i o n s  and  co m m e rc ia l b a n k s ,  and  o v e r  25 p e r c e n t  

o f th o se  a t  a l l  m u tu a l s a v in g s  b a n k s .  A lt h o u g h  c e r t i f i c a t e s  

were i n i t i a l l y  a d v a n ta g e o u s  to  th e se  i n s t i t u t i o n s ,  a l l o w in g  

them to  se gm en t t h e i r  m a rk e ts  and  in c r e a s e  t h e i r  r e t u r n ,  th e y  

en co u raged  th e  g ro w th  o f  a c l a s s  o f  s a v e r s  r e l a t i v e l y  m ore  

aware o f  f i n a n c i a l  m a rk e t d e v e lo p m e n ts  and  m ore w i l l i n g  to  

re spon d  to  them . The v e r y  s u c c e s s  o f  th e  in s t r u m e n t  d e fe a te d  

i t s  p u rp o se  a s  a  m eans o f  a s s u r i n g  d e p o s i t  s t a b i l i t y ,  s in c e  

th e re  a re  a lw a y s  s u f f i c i e n t  c e r t i f i c a t e s  m a t u r in g  a t  c r i t i c a l  

p e r io d s  t o  im p ose  some s t r e s s  on  th e  sy s te m .

In short, the savings market is now more competitive 
than ever and likely to become more so. Opposition to variable



i n t e r e s t  r a t e  n o t e s  w i l l  n o t  ch an ge  t h i s  f a c t  o r  a b a te  th e  

i n e q u i t y  w h ic h  e n c o u ra g e d  th e  C i t i c o r p  n o te  o f f e r i n g  i n  th e  

f i r s t  p la c e .  A s  lo n g  a s  th e  m a rk e t  p r e s s u r e s  e x i s t ,  new  

a t te m p t s  t o  ta p  th e  a r t i f i c i a l l y  ch eap  s o u r c e  o f  fu n d s  w i l l  

be made.

A  se c o n d  b a s i s  f o r  o u r  o p p o s i t i o n  w as t h a t  th e  p ro p o se d  

l e g i s l a t i o n  d i s c r im in a t e d  a g a i n s t  b a n k  h o ld in g  co m p an ie s  w ith o u t  

a d d r e s s in g  th e  b a s i c  p ro b le m  o f  p o t e n t i a l  n o n -b a n k  c o m p e t it io n  

f o r  s a v in g s  d e p o s i t s .  H ig h  i n t e r e s t  r a t e s  on new c o r p o r a t e  

i s s u e s ,  e s p e c i a l l y  r e g u la t e d  u t i l i t i e s ,  w i l l  make an  a p p ra o c h  

to  s m a l le r  s a v e r s  a t t r a c t i v e  to  a w id e r  and  w id e r  r a n g e  o f  

b u s in e s s e s  - -  w it h  o r  w it h o u t  a v a r i a b l e  r a t e  f e a t u r e .

A  t h i r d  o b j e c t i o n  i s  t h a t  l e g i s l a t i o n  p r o h i b i t i n g  su ch  

i s s u e s  w o u ld  le a d ,  so o n e r  o r  l a t e r ,  i n t o  d i r e c t  i n v o l v e 

m ent i n  th e  p r i v a t e  d e c i s i o n  m a k in g  p r o c e s s  a t  th e  c o r p o r a te  

l e v e l  b y  th e  G ove rn m en t, and  th e  s e t t i n g  up o f  a  b u r e a u c r a c y  

e n ga ge d  i n  c a p i t a l  c o n t r o l .  We e x p e c t  t h a t  t h i s  w o u ld  w ork  

a t  l e a s t  a s  b a d ly  i n  c a p i t a l  m a rk e ts  a s  p r i c e  c o n t r o l s  h ave  

w orked  i n  th e  i n d u s t r i a l  and  fa rm  p r o d u c t  m a r k e t s .

I n  sum, we o p p o se  in t e r f e r e n c e  i n  th e  m a rk e t  b e c a u se  

i t  i s  d i s c r im i n a t o r y  and  c o u n t e r p r o d u c t iv e .  I n f l a t i o n  i s  the  

c a u se  o f  th e  h ig h  i n t e r e s t  r a t e s  w h ic h  le a d  t o  d i s in t e r m e d ia t io n  

and  d i s t r e s s  i n  o u r  f i n a n c i a l  sy s te m . By a t t e m p t in g  to  c o n ta in  onl 
th e  sym ptom s, we m ig h t  c a u se  g r e a t  dam age to  o u r  f i n a n c i a l  system 

and  to  th e  n o rm a l m odes o f  f i n a n c in g .
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We n eed  in s t e a d  a  r e s t r u c t u r i n g  o f  th e  sy s te m , so  

th a t  i t  w i l l  e f f i c i e n t l y  r e sp o n d  to  e x t e r n a l  f o r c e s  w it h o u t  

d i s r u p t io n  and  w it h o u t  th e  need  f o r  f r e q u e n t  s u p p o r t  b y  th e  

G overnm ent.

We b e l i e v e ,  t h e r e f o r e ,  t h a t  S .  2591, th e  F in a n c i a l  

I n s t i t u t i o n s  A c t ,  i s  th e  r i g h t  a p p ro a c h  f o r  th e  lo n g  ru n  and  t h a t  

tem p orary  m e a su re s  to  d e a l  w it h  th e  e x ig e n c ie s  o f  th e  p r e s e n t  

s i t u a t i o n  s h o u ld  be c o n s i s t e n t  w it h  th e  p h i lo s o p h y  o f  t h a t  A c t .

I t  i s  b y  r e l a x i n g  and  re m o v in g  r e s t r i c t i o n s  on th e  

a c t i v i t i e s  o f  s a v in g s  and  b a n k in g  i n s t i t u t i o n s ,  and  by  

e l im in a t in g  s e l f - d e f e a t i n g  r e g u la t o r y  m e a su re s  - -  su c h  a s  

c e i l i n g  r a t e s  f o r  t im e  d e p o s i t s  and  maximum n o m in a l r a t e s  

on g u a r a n te e d  m o r tg a g e s  - -  t h a t  we w i l l  a s s u r e  th e  s t r e n g t h  and  

c o n t in u in g  v i a b i l i t y  o f  th e se  i n s t i t u t i o n s  and  an  a d e q u a te  f lo w  

o f s a v in g s  to  m eet o u r  c a p i t a l  n e e d s ,  w h e th e r f o r  h o u s in g ,  l a r g e  

or s m a l l  b u s in e s s ,  a g r i c u l t u r e ,  co n su m e rs, o r  s t a t e  and  l o c a l  

g o v e rn m e n ts . I t  i s  t h i s  ty p e  o f  a p p ro a c h  - -  one t h a t  w i l l  re d u c e  

the u l t im a t e  n eed  f o r  Governm ent s u p e r v i s i o n  and  c o n t r o l  - -  t h a t  

I  w ish  to  commend t o  t h i s  C om m ittee .

T h e re  i s  no  q u e s t io n  a b o u t  th e  f a c t  t h a t  th e  F i n a n c i a l  

I n s t i t u t i o n s  A c t  i s  th e  lo n g - t e r m  s o l u t i o n  to  th e  p ro b le m .

H ow ever, i n  th e  s h o r t - r u n ,  d i s i n t e r m e d ia t io n  i s  a  p ro b le m .

We have  c o n c lu d e d  t h a t  l e g a l  p r o h ib i t i o n s  a re  n o t  th e  an sw e r b u t  

th a t  F e d e r a l  lo a n  a s s i s t a n c e  th ro u g h  th e  F e d e r a l  Home L o an  Banks



6
s e l e c t i v e l y  t o  i n s t i t u t i o n s  f a c in g  s e r io u s  p ro b le m s  o f  

d i s i n t e r m e d ia t io n ,  s h o u ld  be  th e  p r i n c i p a l  l i n e  o f  r e s p o n s e  

to  c u r r e n t  p ro b le m s .  We w o u ld  a l s o  l i k e  to  c o n s id e r  w it h  you  

w h e th e r i t  may n o t  be  d e s i r a b le  to  s u p p o r t  some le n d in g  th ro u gh  

th e  Home L o a n  B a n k s  f o r  a te m p o ra ry  p e r io d  a t  r a t e s  b e lo w  

c u r r e n t  m a rk e t  r a t e s  t o  in s u r e  t h a t  some t h r i f t  i n s t i t u t i o n s  

w h ic h  may be i n  p a r t i c u l a r l y  u n f a v o r a b le  p o s i t i o n s  may make 

u se  o f  su c h  a s s i s t a n c e .  F i n a l l y ,  t o  l i m i t  th e  d a n g e r  o f  fu r th e r  

d i s i n t e r m e d ia t io n  fro m  th e  t h r i f t  i n s t i t u t i o n s ,  i n  v ie w  o f  the  

h ig h e r  i n t e r e s t  r a t e s  g e n e r a l l y  p r e v a i l i n g  i n  th e  m a rk e t ,  we 

a re  i n c l i n e d  t o  b e l i e v e  t h a t  a  ch an ge  i n  Q -ty p e  r e g u l a t i o n s  

s h o u ld  be c o n s id e r e d  w h ic h  m ig h t  a l lo w  t h r i f t  i n s t i t u t i o n s  and  

b a n k s  t o  com pete m ore e f f e c t i v e l y  w it h  th e  ty p e  o f  s e c u r i t i e s  

p ro p o se d  b y  C i t i c o r p .

The b a n k s  and  t h r i f t  i n s t i t u t i o n s  w o u ld  h a v e  one v a lu a b le  

a d v a n ta g e  i n  t h i s  c o m p e t i t io n ,  t h a t  i s  d e p o s i t  in s u r a n c e  w h ich  

m akes th e s e  in v e s t m e n t s  Governm ent g u a r a n te e d .

The m o st b a s i c  c o n s id e r a t io n  w h ic h  h a s  e n te r e d  i n t o  

o u r  c o n c lu s io n  t h a t  F e d e r a l  a s s i s t a n c e  r a t h e r  th a n  r e s t r i c 

t i v e  l e g i s l a t i o n  s h o u ld  be th e  g o v e rn m e n ta l r e s p o n s e  to  

th e  c u r r e n t  d i f f i c u l t i e s  o f  some t h r i f t  i n s t i t u t i o n s  i s  t h a t  

we do n o t  b e l i e v e  t h a t  i n  th e se  d i f f i c u l t ,  i n f l a t i o n a r y  t im e s  

th é  s a v e r  s h o u ld  be  f o r c e d  to  b e a r  th e  b u rd e n  c r e a t e d  by  

th e  u n w ise  r e s t r i c t i o n s  w hich, th e  G overnm ent h a s  k e p t  r i v e t e d  

on f i n a n c i a l  i n s t i t u t i o n s .

T h an k  y o u , I  w i l l  be  h ap p y  to  r e sp o n d  to  y o u r  q u e s t io n s

and  com m ents.
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TABLE 1
SAVINGS ACCOUNTS3 BY INCOME AND AGE - EARLY 1971 

(Percentage distribution of families)

Savings Accounts
None : $1 

: -499
: $500 : 
: -1,999 :

$2,000 : 
-4,999 :

$5,000 
or more * Total

All families 38 15 18 11 18 100
Total family income
Less than $3,000 68 5 9 12 6 100
$3,000-4,999 54 11 14 4 17 100
$5,000-7,499 46 15 14 9 16 100
$7,500-9,999 43 17 18 9 13 100
$10,000-14,999 26 21 27 12 14 100
$15,000-19,999 13 19 29 15 24 100
$20,000-24,999 15 14 17 18 36 100
$25,000 or more 10 2 6 23 59 100

[Age of family head
Under age 25 44 30 29 5 1 100
25-34 44 19 20 11 6 100
35-44 38 19 26 10 7 100
45-54 35 16 14 12 23 100
55-64 34 7 14 14 31 100
65-74 35 2 14 15 34 100
75 or older 36 * 12 10 42 100

a In c lu d in g  c e r t i f i c a t e s  o f  d e p o s i t .
I* Less than 0.5 percent.
Source: 1971-72 Surveys of Consumers. Ann Arbor: Survey Research

Center, University of Michigan, 1973.
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TABLE 2
SELECTED HOUSEHOLD FINANCIAL ASSETS 1965-19741

: Dec.31,1965 : Mar.31,1974 : Change : %

Demand deposits 94.2 162.6 68.4 73
Time deposits at commercial banks 115.9 299.4 183.9 158
Deposits at thrift institutions 171.6 358.7 187.1 109
U.S. Government securities 81.8 114.2 32.4 40
State and local bonds 36.4 48.0 11.6 32
Corp. and foreign bonds 13.4 56.9 43.5 325
Corp. equities 636.7 954.5 317.8 50

Total financial assets 1,463.6 2,560.2 1,096.6 75

)eman
[Ime
)epos
J . S .

t̂ate
porpc
Corpc 
Lif

Source: Federal Reserve Flow of Funds Accounts. [Tota]

Sour<
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TABLE 3
SELECTED HOUSEHOLD FINANCIAL ASSETS 1972-19741

: Dec.31,1972 ; Mar.31,1974 : Change 
: (Billions of dollars)_______

demand deposits
time deposits at commercial banks
deposits at thrift institutions
.S. Government securities
’tate and local bonds
Corporate and foreign bonds
"Corporate equities 
Life insurance and pension 
reserves

"otal financial assets

156.5 162.6 rH•
VO 4

248.6 299.4 50.8 20
319.9 358.7 38.8 12

92.2 114.2 22.0 24
46.0 48.0 2.0 4
54.8 56.9 2.1 4

967.3 954.5 -12.8 -1
452.9 490.9 38.0 8

2,413.1 2,560.2 147.1 6

Source: Federal Reserve Flow of Funds Accounts
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FEDERAL FINANCING BANK, WASHINGTON, D. C

FOR RELEASE 6:30 P.M . J u ly  23, 1974

RESULTS OF FEDERAL FINANCING BANK BILL AUCTION

Tenders fo r  $1.5 b i l l i o n  o f 244-day Fed eral Fin an cin g Bank b i l l s  
to be dated J u ly  30, 1974, and to  mature March 31, 1975»were opened 
a t the Fed eral Reserve Banks today. The d e t a ils  are as fo llo w s :

RANGE OF ACCEPTED COMPETITIVE BIDS: (Excep ting 1 tender o f $10,000)

High -  94.676 E q u ivalen t annual r a te  7.855%
Low -  94.480 E q u ivalen t annual r a te  8.144%
Average -  94.545 E q u ivalen t annual r a te  8.048% 1/

Tenders a t the low p r ic e  were a llo t t e d  39%.

TOTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:

D i s t r i c t Applied For Accepted

Boston $ 113,375,000 $ 52,975,000
New York 2,739,020,000 1,165,720,000
P h ila d e lp h ia 87,690,000 48,990,000
Clevelan d 114,885,000 8,475,000
Richmond 76,210,000 8 ,200,000
A tla n ta 19,430,000 3,680,000
Chicago 660,600,000 62,340,000
S t . Louis 21,605,000 5,405,000
M inneapolis 74,905,000 29,705,000
Kansas C i t y 59,990,000 24,870,000
D a lla s 32,045,000 12,045,000
San Fran cisco 320,305,000 77,605,000

TOTALS $4,320,060,000 $1,500,010,000 2/

1 /  T his i s  on a bank-discount b a s is . The eq u ivalen t coupon -issue y ie ld  
i s  8.54%.

2/ In clu d es $ 137,200,000 noncom petitive tenders accepted a t the average  
p r ic e .
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MEMORANDUM FOR THE PRESS July 23,

For your reference, here are remarks of 
Secretary William Simon before Joint U. S 
Saudi Arabian Working Group on Industrial 
tion Friday.
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SECRETARY SIMON'S REMARKS TO 
OPEN JOINT U. S. - SAUDI ARABIAN 

WORKING GROUP ON INDUSTRIALIZATION 
July 19, 1974

"Gentlemen, it is my great pleasure to represent the 
United States at the opening of this initial meeting of 
the Working Groups of the Joint U. S. - Saudi Arabian 
Commission on Economic Cooperation. I can assure you that 
President Nixon is personally interested in our success.
I spoke with him at length before I left the United States 
about Saudi Arabia and the importance of the work we are 
beginning today. The work of these groups is so important 
to me that I wanted to be here personally to open them, 
and I have asked my Assistant Secretary Gerald Parsky to 
personally oversee these efforts. We are confident that 
these sessions will lead directly to a successful meeting 
of the Joint Commission here later this year, which I am 
looking forward to attending.

As you know, the concept and formation of this Joint 
Commission is the direct result of his Royal Highness Prince 
Fahd's successful visit to the United States early last month. 
Since that time American members and I know our Saudi counter
parts of the working groups have been preparing diligently 
for their participation.

This preparatory work has been motivated by a deep 
sense of how important our cooperative efforts are, not 
only for Saudi Arabia and the United States, but for other 
nations as well. We seek to strengthen the already firm 
bonds of friendship which unite our two countries. We look 
forward to a stable and prosperous Middle East in which all 
nations and peoples will be able to pursue their legitimate 
interests in peace.

I know that you share our purpose. Our common goal is 
that of assisting the Kingdom of Saudi Arabia to achieve its 
objectives in economic development, and particularly in 
industrialization. To this end the United States Government 
is prepared to employ the variety of resources at its dis
posal and to call upon the reservoir of technical experts, 
business as well as management skills, entrepreneurship, and 
capital resources which reside in the U. S. private sector.
In our short stay, we have already learned a great deal about 
your objectives. We know that you need statistical information, 
that you are interested in flared gas utilized in fertilizer 
and petrochemical projects, that you seek agricultural develop
ment and that you would like to explore so called "down-stream" 
projects in the energy area. We want to explore these and many 
other areas and then work with you immediately to achieve 
positive results.
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We, in the United States Government, consider this 
a unique opportunity, one which we approach with full 
appreciation for its importance and potential.

For many of us, being in your country is a new and 
rewarding experience, both personally and professionally.
For others, it represents the pleasure of returning to 
a country where warm associations were formed and success
ful programs were initiated.

The degree of openness and thoroughness of these 
exploratory discussions will have direct bearing on the 
success of the Commission. I know the Saudi Arabian 
Government wants firm, tangible, successful projects, not 
more studies. You want action, not words. We, too, share 
this desire.

Our success will be reflected in the degree with which 
we are able to strengthen the economic relationships, rapport, 
mutual confidence, and understanding between our countries. 
Toward these goals our groups will work with yours in a 
single staff supporting the Joint Commission.

I have full confidence in the results of your work.
I look forward with pleasure to returning for the joint 
formal sessions in October, when we will review the recom
mendations and plans you will have prepared. Thank you."



CONTACT: Charles Arnold - 964-2041
Joe Lai tin - 395-3524 or 395-4854

FOR IMMEDIATE RELEASE July 24, 1974

JOINT STATEMENT OF WILLIAM E . SIMON, SECRETARY OF THE TREASURY
AND

ROY L .  ASH, DIRECTOR OF THE OFFICE OF MANAGEMENT AND BUDGET 
ON BUDGET RESULTS FOR FISCAL YEAR 1974

SUMMARY

The June Monthly Statem ent o f  R eceip ts and O u tlays o f th e United  
S tates Government i s  bein g re le a se d  to d ay . I t  shows th e fo llo w in g  
prelim inary budget t o t a ls  fo r  f i s c a l  year 1974, which ended on June 30:

R eceip ts o f $264.8 b i l l i o n . — R eceip ts were $1.2  b i l l i o n  below the  
May 30 M id -Sessio n  Review, and $5.2 b i l l i o n  below the February 1974 
budget e stim a te .

O u tlays o f $268.3 b i l l i o n . — O utlays were $1.2 b i l l i o n  below the  
M id -Session  e s tim a te , and $6.3 b i l l i o n  below the budget e stim a te .

A budget d e f i c i t  o f $3.5 b i l l i o n . — This i s  the same as the M id- 
Session Review estim ate and $1.2 b i l l i o n  sm aller than the February 1974 
budget e stim a te .

On a full-em ploym ent b a s i s , defin ed  as an economy w ith a 4% unemploy

ment r a t e , the 1974 budget showed a surplus o f alm ost $10 b i l l i o n ,  
compared to  the budget estim ate o f $4 b i l l i o n .  The d e c lin e  in  1974 
o u tlays i s  la r g e ly  re sp o n sib le  fo r  the in cre a se  in  the full-em ploym ent 
su rp lu s. On a full-em ploym ent b a s i s , r e c e ip ts  and o u tla y s are now 
estim ated to  be $277 b i l l i o n  and $267 b i l l i o n ,  r e s p e c tiv e ly .

WS-70
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BUDGET TOTALS, FISCAL YEARS 1973 AND 1974 
( in  b i l l i o n s  o f  d o lla r s )

_________________________________1974__________________________________
1973 February 1974 M id -S e ssio n  Review  

A ctu a l budget estim ate ________ estim ate________  Actual

Budget r e c e ip t s ................................... 232.2 270.0 266.0 264.8
Budget o u tla y s .....................................  246.5 274.7 269.5 268.3

D e f i c i t  ( - ) ..........................................   -1 4 .3  - 4 .7  - 3 .5  -3.5

Full-em ploym ent r e c e ip t s ........... 243.0 278.0 276.0 277.0
Full-em ploym ent o u t la y s .............. 245.0 274.0 268.0 267.3

Full-em ploym ent 
d e f i c i t  ( - ) . . . ,

surplus or
-2 .0 4 .0 8.0 9.7

J u ly  1974
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RECEIPTS

Budget r e c e ip ts  in  f i s c a l  year 1974 in creased  $32.6 b i l l i o n  from 
1973 and were $5.2  b i l l i o n  below th e February budget e s tim a te . Co rpo ratio n  
income ta x  r e c e ip t s , which were $4.3  b i l l i o n  b e lo y  the budget e s tim a te , 
accounted fo r  most o f  th e d e crease. C o n gressio n al f a i l u r e  to enact the  
A d m in istra tio n ’ s proposed w in d fa ll  p r o f i t s  ta x  accounts fo r  $1 b i l l i o n  
o f the drop in  co rp o ra tio n  income ta x  r e c e ip t s .

Employment taxes were $1.8  b i l l i o n  below the budget e s tim a te .

E sta te  and g i f t  ta x e s , and e x c is e  taxes were a ls o  low er. In d iv id u a l  
income ta x e s , unemployment ta x e s , and m iscellan eo u s r e c e ip ts  were h igh er  
than estim ated in  the bu dget.

OUTLAYS

T o ta l o u tla y s  in  f i s c a l  year 1974 were $21.8 b i l l i o n  over th e p r io r  
y e a r , but $6.3  b i l l i o n  sh o rt o f  the February budget e s tim a te s . The 
change in  the t o t a l  was accounted fo r  by s e v e r a l la r g e  decreases which 
were p a r t i a l l y  o f f s e t  by a few in c r e a s e s . The p r in c ip a l decreases below  
the February budget were:

° O u tlays by the Department o f  H e a lth , E d u ca tio n , and W elfare  
were $3,048 m illio n  le s s  than the- estim ate in  the February  
b u d get. Most o f t h is  s h o r t f a l l  occurred in  the areas o f  
h e a lth  and ed u ca tio n . O u tlays fo r  M edicare were $858 m illio n  
below the budget e s tim a te , la r g e ly  because the number o f
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b e n e fic ia r ie s  under the r e c e n tly  e s ta b lis h e d  program fo r  
the d isa b le d  was le s s  than a n tic ip a te d . O u tlays fo r  other  
h e a lth  programs were $836 m illio n  below the budget estim ate  
and o u tla y s  fo r  education were down by $800 m illio n . These 
s h o r t f a ll s  are due to slow er than a n tic ip a te d  grant awards 
caused in  p art by l a t e  enactment o f a p p ro p ria tio n s. P u b lic  
a s s is ta n c e  o u tla y s  fo r  s o c ia l  s e r v ic e s  and s o c i a l  s e c u r ity  
retirem en t and d i s a b i l i t y  b e n e fits  were a lso  lower than  
e stim ated .

° O u tlays by the Department o f the In te r io r  were $1,098 below  
the February e stim a te . R eceip ts from o ffs h o r e  o i l  le a s in g ,  
which are an o f f s e t  to  o u tla y s , were $748 m illio n  h igh er  
than estim ated in  February because o f h igh er bid  p r ic e s .

In  a d d itio n , S ta te s  were slow in  usin g gran ts from the  
Land and Water Conservation  Fund and payments in  other areas  
lagged  behind e x p e c ta tio n s .

° Department o f Defense m ilita r y  fu n ctio n s and m ilita r y  
a s s is ta n c e  o u tla y s  were $1,035 m illio n  below the budget 
e s tim a te . The red u ctio n  was concen trated in  o perations  
and i s  p r im a rily  due to  la t e r  than a n tic ip a te d  a v a i l a b i l i t y  
o f 1974 supplem ental a p p ro p ria tio n s.

° O u tlays by the Environm ental P r o te c tio n  Agency were $528

million below the February estimate. Outlays for sewage con

struction grants were lower than estimated because of slowdowns in
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construction due to equipment and material shortages and 

delays in moving projects from planning to construction 

phases.
° Department o f T ran sp o rtatio n  o u tla y s  were $330 m illio n  below  

the budget e s tim a te . Spending by the Fed eral Highway Admin

is t r a t i o n  was down because b i l l i n g s  from th e S ta te s  were 
lower than a n tic ip a te d . O u tlays fo r  s e v e ra l other programs 
were a lso  down s l i g h t l y .

° O u tlays by th e U nited S ta te s  P o s ta l S e rv ic e  were $301 m illio n  
below the budget estim ate due to co n g re ssio n a l d e lay in  
e n a ctin g  proposed l e g i s l a t i o n  concerning P o s ta l S e rv ic e  pay

ments to th e C i v i l  S e rv ic e  Retirem ent and D i s a b i l i t y  Fund.

The major in cre a se s  above the budget estim ates were:

° Department o f A g r ic u ltu r e  o u tla y s  were $511 m illio n  above 
the budget estim ate  la r g e ly  because o f a delay in  the s a le  
o f f in a n c ia l  a s s e ts  o f the Farmers Home A d m in istra tio n .

(Receipts from asset sales are offset against outlays.) This 

increase was partially offset by an underrun in outlays for food 

assistance programs, which resulted from fewer eligible 

participants entering the program than anticipated, and by 

other general shortfalls.
° O u tla ys by the Department o f Labor were $380 m illio n  above 

the budget e s tim a te . B e n e fit  payments fo r  unemployment 
insurance were $487 m illio n  high er than estim ated in  February.
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T his in cre a se  was p a r t i a l l y  o f f s e t  by s l i g h t l y  lower than  
estim ated o u tla y s  fo r  manpower and o th er programs and an 
a c c e le r a te d  reimbursement from the P o s ta l S e r v ic e  fo r  i t s  
share o f Federal workers compensation payments.

Net o u tla y s  by the F ed eral D ep osit Insurance Corporation  
were $335 m illio n  above the budget estim ate la r g e ly  because  
expenses in curred in  p r o te c tin g  d e p o sito rs in  f e d e r a lly -  
insured banks were h igh er than a n tic ip a te d .
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BUDGET RECEIPTS AND OUTLAYS 
( f i s c a l  years; in  m ill io n s  o f d o lla r s )

1974

D e s c rip tio n
1973

A c tu a l

February 1974 
budget 

estim ate A c tu a l

Change from  
February  
estim a te

Receipts by source

In d ivid u al income ta x e s ....................................... 103,246 118,000 118,750 +750
Corporation income ta x e s . ................... .................... 36,153 43,000 38,664 -4 ,3 3 6
So cial insurance taxes and c o n tr ib u tio n s :  

Employment taxes and c o n tr ib u tio n s . . . . 54,876 67,664 65,894 -1 ,7 7 0
Unemployment in su ra n ce ........................................ * 6,051 6,198 6,907 +709
C o n trib u tio n s fo r  o th er in su ran ce  

and re tire m e n t............................................. 3,614 4,046 4,049 +3
Excise t a x e s ............................................................. 16,260 17,144 16,885 -259
Estate and g i f t  t a x e s . . . . ................ ....................... 4,917 5,400 5,009 -391
Customs........... : .......................... ................................... .. 3,188 3,500 3,334 -166
M is c e lla n e o u s ........................................................ .. 3,921 5,049 5,355 +306

T o ta l r e c e i p t s ........................................ 232,225 270,000 264,847 -5 ,1 5 3

Outlays by major agency

L e g is la t iv e  Branch and th e J u d i c i a r y . . . . . 724 871 830 -41
Executive O f f i c e  o f  the P r e s id e n t. . . . . . . . 49 112 71 -42
Funds Appropriated to  the P re s id e n t:

D is a ste r  r e l i e f ........................................................... 358 450 250 -200
In te r n a tio n a l s e c u r ity  a s s is ta n c e :  

M ilit a r y  a s s is ta n c e  programs................ 531 1,100 820 -280
Economic supportin g a s s is ta n c e  

programs................................................................... 645 117 380 +263
Indochina p o st war re c o n s tru c tio n  

a s s i s t a n c e ........................... ....................... _ _ _ 493 249 -244
M u lt ila t e r a l  a s s is t a n c e ...................................... 510 669 609 -60
B ila t e r a l  a s s is t a n c e ........................................ 517 891 790 -101
O f f ic e  o f  Economic O p p o rtu n ity ................... 801 611 681 +70
O ther..................................................................................... 371 272 232 -4 1 '

A g r ic u ltu r e :
Commodity C r e d it  C o rp o ra tio n , 

fo r e ig n  a s s is ta n c e  and s p e c ia l  
export programs....................................................... 4 ,383 1,844 1,819 -25

O th e r..................................................................................... 5,645 7,467 8,003 +536
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1974

Description
1973
Actual

February 1974 
budget 
estimate Actual

Change from 
February 
estimate

Outlays by major agency (continued) 
Commerce........................... 1,368 1,519 1,457 -62Defense:

Military........................ 73,297 78,400 77,646 -754Civil........................... 1,703 1,621 1,682 +61
Health, Education, and Welfare....... 82,040 96,768 93,720 -3,048
Housing and Urban Development......... 3,592 4,983 4,739 -245
Interior........................... -2,253 -3,774 -4,872 -1,098
Justice........................... 1,531 1,938 1,797 -141Labor............................. 8,639 8,590 8,971 +380
State............................. 591 743 732 -10
Transportation...................... • 8,183 8,444 8,114 -330Treasury :

Interest on the public debt........ 24,167 29,100 29,319 +219
General Revenue Sharing............ 6,636 6,147 6,106 -41
Other........................... 156 602 574 -28

Atomic Energy Commission............. 2,393 2,328 2,307 -21
Environmental Protection Agency....... 1,114 2,559 2,030 -528
General Services Administration....... 468 -306 -264 +42
National Aeronautics and Space 
Administration........ ............ 3,311 3,177 3,228 +51
Veterans Administration.............. 11,968 13,241 13,340 +99
Civil Service Commission............. 4,601 5,946 .5,693 -253
Federal Deposit Insurance Corporation.... -538 -558 -223 +335
United States Postal Service.......... 1,567 1,999 1,698 -301
Railroad Retirement Board............ 2,439 2,683 2,668 -15
Small Business Administration......... 1,317 750 742 -8
Other independent agencies............ 2,064 2,524 2,344 -179
Allowance for contingencies........... — 300 — -300
Undistributed intragovernmental 
transactions :
Federal employer contributions to 
retirement funds................. -2,927 -3,543 -3,319 +224
Interest credited to certain 
Government accounts.............. -5,436 -6,420 -6,620 -200

Total outlays............. 246,526 274,660 268,343 -6,317

Budget surplus (+) or 
deficit (-).............. -14,301 -4,660 -3,495 +1,164

NOTE: D e ta il  w i l l  not n e c e s s a r ily  add to  t o t a l s  because o f rounding



Preliminary1 Statement of
Receipts and Outlays of the United States Government

for period from July 1,1973 through June 30,1974

TABLE I—TO TALS OF BUDGET RESU LTS AND FINANCING (IN M ILLIONS)

Fiscal Year

Budget Receipts and Outlays Means of Financing

Receipts Outlays
Budget 

Surplus (+) orDeficit (-)

BÿBorrowing from the Public

By Reduction of Cash and Monetary Assets Increase (-)

ByOtherMeans
TotalBudgetFinancing

Actual 1974 (twelve months).......... $264,847 $268,343 -$3,495 $3,017 $2,883 -$2,405 $3,495
Comparative data:Actual 1973 (full year).......... 232,225 246,526 -14,301 19,275 -846 -4,128 14,301Estimated 1974 2................... 266,000 269,546 -3,546 2,386 3,000 -1,840 3,546Estimated 19752 ... ...... . 294,000 305,445 -11,445 14,500 -3,055 11,445

TABLE ll~SUM M AfcY OF BUDGET RECE IPTS AND O U TLAYS (In thousands)

Classification

RECEIPTS
Individual income taxes............. ........Corporation income taxes................Social insurance taxes and contributions:Employment taxes and contributions.........Unemployment insurance..................Contributions for other insurance and retirementExcise taxes ......... .....................Estate and gift taxes.......................Customs .......................... ........Miscellaneous....................... .....
Total..

OUTLAYS
Legislative Branch.......... .............. ...The Judiciary ........................ ....... .
Executive Office of the President..............Funds Appropriated to the President:International security assistance..... .......... .International development assistance..............Other.................................. ...
Agriculture Department.................... ....,
Commerce Department..........................Defense Department - Military................... .Defense Department - Civil.....'................. .Health, Education, and Welfare Department......... .Housing and Urban Development Department........ .Interior Department ....... ....................Justice Department......... ...................Labor Department.............................State Department....... .......... ............
Transportation Department........ ....... .Treasury Department:Interest on the public debt......... .......... ..General Revenue Sharing.......... ........ ....Other.......................... ......... ¡j.j
Atomic Energy Commission.............. .......Environmental Protection Agency...................General Services Administration........ ..........National Aeronautics and Space Administration.........Veterans Administration...... ............. .Other Independent agencies ............ ..........Allowances, undistributed............ .......... .
Undistributed intragovernmental transactions:Federal employer contributions to retirement funds .., Interest on certain Government accounts ...........

Total.........
Surplus (+) or deficit (-),

Actual Budget
This Fiscal Estimates
Year to Date Full Fiscal Year2

$118,750,071 $118,000,00038,664,197 39,700,000
65,893,961 66,415,0006,906,711 6,911,0004,048,681 4,046,00016,885,403 17,250,0005,009,320 5,100,0003,334,127 3,400,0005,355,013 5,178,000
264,847,484 266,000,000

625,026 661,854205,196 208,54970,563 92,188
1,200,220 1,217,0001,398,351 1,559,5441,411,679 1,796,6379,822,781 9,805,0001,456,718 1,449,57077,645,656 77,400,0001,682,057 1,711,29793,720,108 93,769,0004,738,701 4,860,000-4,872,175 -4,782,0001,797,228 1,825,0008,970,912 8,890,445732,346 734,7598,114,169 8,150,000
29,318,933 29,350,0006,105,922 6,147,170573,929 634,0002,307,212 2,288,0002,030,322 2,359,000-264,272 -199,0003,228,140 3,177,30013,340,214 13,464,00012,921,411 12,939,172

-3,318,754 -3,543,044-6,619,644 -6,419,517
268,342,952 269,545,924
-3,495,468 -3,545,924

See footnotes on page 3.
Source: Bureau of Government Financial Operations, Department of the Treasury



T A B LE  III--BU DG ET  R E C E IP T S  A N D  O U TLA Y S (In thousands) 10

Classification of Receipts

Individual income taxes:Withheld......................
Presidential Election Campaign Fund. Other... .....................
Total— Individual income taxes 

Corporation income taxes.........
Social insurance taxes and contributions: Employment taxes and contributions:Federal old-age and survivors ins. trust fund: Federal Insurance Contributions Act taxes.. Self-Employment Contributions Act taxes... Deposits by States....................

Total— FOASI trust fund
Federal disability insurance trust fund: Federal Insurance Contributions Act taxes. Self-Employment Contributions Act taxes.. Deposits by States...... .............

Total— FDI trust fund
Federal hospital insurance trust fund:
Federal Insurance Contributions Act taxes....,Self-Employment Contributions Act taxes... .Receipts from railroad retirement account....,Deposits by States...................... .
Premiums collected for uninsured individuals.,
Total— FHI trust fund

Railroad retirement accounts:Railroad Retirement Tax Act taxes.
Total— Employment taxes and contributions.

Unemployment insurance:Unemployment trust fund:State taxes deposited in Treasury...... .Federal Unemployment Tax Act taxes......Railroad Unemployment Ins. Act contributions
Total— Unemployment trust fund.

Contributions for other insurance and retirement: Federal supplementary medical ins. trust fund: 
Premiums deducted from benefit payments...Premiums collected for the aged.........Premiums deposited by States............Premiums collected for the disabled .......
Total— FSMI trust fund

Federal employees retirement contributions: Civil service retirement and disability fund... Foreign service retirement and disability fund Other.................. .............
Total— Federal employees retirement contributions...............

See footnotes on page 3.

This Month
GrossReceipts

110 ,403,989  
3,772  

3 4 ,083,581

14 ,491,342
9 , 313,478

3 ,449,925 
3 227,083  

1 - 306,828

3 ,370,180

454,681 
3 34,130  
121,779

610,590

697,869 
3 19,460

190,611 
5 192

908,132

148,560

5 ,037,462

61,967
10,695
18,604

91,266

132,063

r ii,*788

143,850

180,962
855
128

181,946

Refunds(Deduct)

$462,306
236,428

NetReceipts

$14,029,036
9 ,077,051

3,059

3,059

3 ,449,925
227,083

- 306,828

3 , 370,180

454,681
34,130

121,779

610,590

697,869
19,460

190,611
192

908,132

148,560

5 ,037,462

61,967
7,636

18,604

88,207

132,063

” ÌÌÌ788

143,850

180,962
855
128

181,946

Current Fiscal Year to Date
GrossReceipts Refunds

(Deduct)

$111, 857,340
26,891

30,818,622

142, 702,852
41 , 788,719

40 , 835,583
2 , 345,208
4 , 988,926

48 , 169,717

5 ,259,583
305,414
632,646

6 , 197,642

9 ,090,690
357,588

96,163
1 ,099,424

4,281

10,648,146

1 ,413,996

66 ,429,501

5 ,254,990
1 ,559,561

118,362

6 , 932,914

1 , 577,741

125,448

1 , 703,189

2 ,289,522
9,552

790

2 ,299,864

$23 ,952,782
3 , 124,523

392,557

392,557

50,217

50,217

92,432

92,432

334

535,540

26,202

26,202

NetReceipts

$118,750,071
38 ,664,197

40 , 443,026
2 , 345,208
4 ,988,926

47 , 777,160

5 ,209,366
305,414
632,646

6 , 147,425

8 ,998,258
357,588

96,163
1,099,424

4,281

10, 555,714

1 ,413,662

65 ,893,961

5 ,254,990
1 , 533,359

118,362

6 ,906,711

1 , 577,741

” *125*448

1 , 703,189

2 ,289,522
9,552

790

2 ,299,864

Comparable Period Prior Fiscal Year
GrossReceipts

$98 ,092,726
2,427

27 ,016,853

125, 112,006
39 ,045,309

35,039,643
1, 905,829
4 , 130,891

41 ,076,363

4 ,628,666
252,481
550,447

5 ,431,595

6 ,659,885
212,347

61,222
724,930

7 ,658,385

1 , 189,637

55 , 355,980

4 ,634,192
1 ,315,997

120,065

6 ,070,254

1 , 192,934
84,323

149,350

1, 426,607

2 , 135,019
9,003
2,385

2 , 146,407

Refunds
(Deduct)

$21 , 866,485
2 , 892,779

373,186

373,186

50,626

50,626

55,044

55,044

704

479,560

18,772

18,772

V a r ^ ^ T Ï —B U D g Ê ^ T ^ E C e Ï p T ^ ^ N ^ ^ Ü T L A Y S —C on tinu ed  (In th o u sa n d s)

NetReceipts

$103,245,521
36 , 152,530

34 ,666,457
1 ,905,829
4 , 130,891

4 0 ,703,177

4 , 578,040
252,481
550,447

5 , 380,969

6 ,604,841
212,347

61,222
724,930

7 ,603,341

1 , 188,934

54 ,876,420

4 ,634,192
1 ,297,226

120,065

6 ,051,483

1 , 192,934
84,323

149,350

1 ,426,607

2 , 135,019
9,003
2,385

2 , 146,407



T A B L E  III—B U D G E T  R E C E I P T S  A N D  O U T L A Y S —C o n tin u e d  (In th o u s a n d s )T h i s  M o n th C u r r e n t  F i s c a l  Y e a r  to  D a te C o m p a r a b le  P e r i o d  P r i o r  F i s c a l  Y e a r
CldbSifiualioii of RE CEIPTS--Continued GrossReceipts

Refunds(Deduct) NetReceipts GrossReceipts R e fu n d s(Deduct) NetReceipts GrossReceipts Refunds(Deduct)
NetReceipts

Social insurance taxes and contributions— Continued Contributions for other insurance and retirement—  
ContinuedOther retirement contributions:Civil service retirement and disability fund....... $3,572 $3,572 $45,628 $45,628 $41,033 $41,033
Total— Contributions for other insurance and 
retirement........................... 329,368 329,368 4,048,681 4,048,681 3,614,046 3,614,046

Total— Social insurance taxes and contributions. 5,458,095 $3,059 5,455,036 77,411,096 $561,742 76,849,354 65,040,280 $498,331 64,541,949
Excise taxes:Miscellaneous excise taxes ......................Airport and airway trust fund ....................Highway trust fund............ ...............

918,42174,570495,700
10,3077514,000

908,11474,495481,700
9,925,672842,273
6,383,707

140,6882,163123,399
9,784,984840,1106,260,309

9,994,571759,7905,817,956
158,3221,632152,502

9,836,249758,1595,665,454
Total— Excise taxes............ .............. 1,488,691 24,382 1,464,309 17,151,652 266,250 16,885,403 16,572,318 312,457 16,259,861

349,254 5,025 344,229 5,075,353 66,033 5,009,320 4,975,862 58,793 4,917,069
Customs duties ............................ 310,589 9,565 301,024 3,444,059 109,932 3,334,127 3,307,821 119,841 3,187,980
Miscellaneous receipts:Deposits of earnings by Federal Reserve Banks.....
All other............. .......................

468,47234,997
468,47235,000 4,845,423509,868

4,845,423509,590
3,495,069425,997

3,495,069-3 278 505 425,492
Total— Miscellaneous receipts................. 503,469 -3 503,472 5,355,291 278 5,355,013 3,921,066 505 3,920,561
Total— Budget receipts........................ 31,914,918 740,760 31,174,158 292,929,023 28,081,540 264,847,484 257,974,663 25,749,191 232,225,472

FO O TN O TESN o te : T h r o u g h o u t t h is  s ta te m e n t , d e t a i ls  m a y  n o t add to t o t a ls  b e c a u s e  o f r o u n d in g .
1T h is  s ta te m e n t  is  p r e li m in a r y  and  is  b a s e d  on r e p o r t s  fr o m  d is b u r s in g , c o l l e c t in g  and  a d m in is t r a t iv e  a g e n c ie s  o f  th e  G o v e r n m e n t . F i n a l  r e p o r t s  o f G o v e r n m e n t  d is b u r s in g , c o l le c t in g  a n d  a d m in i s t r a t iv e  a g e n c i e s ,  in c lu d in g  c e r t a i n  o v e r s e a s  t r a n s a c t i o n s ,  w il l  b e  in c o r p o r a t e d  in  th e  f i n a l  s ta te m e n t  fo r  f i s c a l  y e a r  1974 to  b e  p u b lis h e d  a t  a  l a t e r  d a t e . It w a s not p o s s ib le  to in c lu d e  t h e s e  t r a n s a c t io n s  in  th e  p r e li m in a r y  s ta te m e n t  b e c a u s e  o f t im in g .2B a s e d  on r e v is e d  e s t im a t e s  o f  th e  1974 B u d g e t r e le a s e d  Ju n e  12, 1974 b e f o r e  th e  S e n a te  F in a n c e  C o m m it t e e  o n  th e  p u b lic  d eb t l i m i t .3In  a c c o r d a n c e  w ith  th e  p r o v is io n s  o f  th e  S o c ia l  S e c u r it y  A c t ,  a s  a m e n d e d  " In d iv id u a l  in c o m e  t a x e s  w it h h e ld "  h a v e  b e e n  in c r e a s e d  a n d  " F e d e r a l  In s u r a n c e  C o n t r ib u tio n s  A c t  t a x e s "  h a v e  b e e n  - d e c r e a s e d  in  th e  a m o u n t o f $ 5 3 8 ,5 2 5 ,1 3 2  to  c o r r e c t  e s t im a t e s  fo r  q u a r t e r  e n d e d  S e p te m b e r  3 0 , 1973 a n d  p r i o r .  " In d iv id u a l in c o m e  t a x e s  o t h e r "  h a v e  b e e n  d e c r e a s e d  and  " S e l f  E m p lo y m e n t  C o n t r ib u tio n s  A c t  T a x e s "  h a v e  b e e n  in c r e a s e d  in  th e  a m o u n t o f $ 6 9 ,6 7 3 ,0 0 0  to  c o r r e c t  e s t im a t e s  f o r  th e  c a le n d a r  y e a r  1972 a n d  p r i o r .^ In c lu d e s  $ 3 1 2 ,3 9 0 ,5 3 4 .4 0  d is t r ib u t io n  to  F e d e r a l  D i s a b il i t y  and  H o s p ita l  I n s u r a n c e  T r u s t  F u n d s .^ E f fe c t iv e  J u l y  1, 1973, c o l le c t io n s  a r e  now  b e in g  m a d e  p u r s u a n t  to  P u b lic  L a w  9 2 -6 0 3 , S e c t io n  20 2 , T i t l e  I I .6P u r s u a n t  to  P u b lic  L a w  9 3 -3 2  d a te d  M a y  11, 1973, m o s t  o u t la y s  o f  th e  R u r a l  E l e c t r i f i c a t i o n  A d m in is t r a t io n  in c lu d in g  th e  R u r a l  T e le p h o n e  B a n k  w e r e  c l a s s i f i e d  o u ts id e  th e  u n ifie d  b u d g e t t o t a l s .  T r a n s a c t io n s  a r e  in c lu d e d  in  b u d g e t o u t la y s  t h r o u g h  th e  c lo s e  o f  b u s in e s s  M a y  11, 1973. F o r  t r a n s a c t io n s  a f t e r  M a y  11, 1973, c l a s s i f i e d  o u ts id e  th e  u n ifie d  b u d g e t t o t a ls  s e e  T a b le  I V , S c h e d u le  A .  A d m in is t r a t iv e  e x p e n s e s  fin a n c e d  b y  g e n e r a l  fu nd  a p p r o p r ia t io n s  w i l l  c o n tin u e  to  b e  r e f le c t e d  in  b u d g e t t o t a l s .

7In c lu d e s  a d ju s t m e n t  to  a m o u n t p r e v io u s ly  r e p o r t e d .8P u r s u a n t  to  T r e a s u r y  D e p a r tm e n t  O r d e r  N o . 2 2 9 - 1, a s  o f  M a r c h  17, 1974, a l l  r e m a in in g  c u r r e n t  a c t iv i t y  f o r  th e  O f f ic e  o f  th e  T r e a s u r e r  w a s  t r a n s f e r r e d  to  B u r e a u  o f  G o v e r n m e n t  F i n a n c i a l  O p e r a t io n s .9In  a c c o r d a n c e  w ith  th e  P o s t a l  R e o r g a n iz a t io n  A c t  d a te d  A u g u s t  12, 1970, s t a r t in g  w ith  1974 o p e r a t io n s , th e  P o s t a l  S e r v i c e  w il l  b e  e x c lu d e d  fr o m  th e  U .S .  b u d g e t . F o r  t r a n s a c t io n s  a f t e r  J u l y  1, 1973, c l a s s i f i e d  o u ts id e  th e  u n ifie d  b u d g e t t o t a l s ,  s e e  T a b le  I V ,  S c h e d u le  A .  P a y m e n ts  to th e  p o s t a l  s e r v i c e  fu n d  fin a n c e d  b y  g e n e r a l  fu nd  a p p r o p r ia t io n s  w il l  c o n tin u e  to  b e  r e f le c t e d  in  b u d g e t t o t a l s .10 In c lu d e s  o p e n in g  b a la n c e  a d ju s t m e n t  o f  $ 3 2 3 ,3 7 3 ,8 2 8 .2 6  to  c o n v e r t  in t e r e s t  r e c e iv a b le  o f  c e r t a i n  g o v e r n m e n t  a c c o u n t s  on p u b lic  d eb t i s s u e s  fr o m  a c a s h  to  a n  a c c r u a l  b a s is  in  o r d e r  to  b e  c o n s is t e n t  w ith  a c c r u a l  r e p o r t in g  o f  p u b lic  d e b t in t e r e s t  p a y a b le .11 T r a n s a c t io n s  c o v e r  th e  p e r io d  J u l y  1, 1973, th r o u g h  Ju n e  2 1 , 1974 and  a r e  p a r t ia l l y  e s t im a t e d .12In c lu d e s  th e  fo llo w in g  i n c r e a s e s  in  g o ld  a s s e t s  o f  th e  U n ite d  S ta te s  a u t h o r iz e d  b y  S e c t io n  2 o f  th e  P a r  V a lu e  M o d if ic a t io n  A c t ,  a s  a m e n d e d  byP u b l ic  L a w  9 3 -1 1 0 .G o ld  h e ld  b y  th e  U .S .  T r e a s u r y .................................... $ 1 ,1 5 6 ,6 9 1 ,0 3 6 .5 6G o ld  h e ld  b y  th e  E x c h a n g e  S t a b i l iz a t io n  F u n d  . . 8 ,5 2 7 ,7 0 5 .5 6U .S .  G o ld  T r a n c h e  w ith  I M F ...................................................... 5 3 ,8 8 3 ,8 0 4 .6 2* L e s s  th a n  $ 5 0 0 .0 0  * * L e s s  th a n  $ 5 0 0 ,0 0 0 .0 013In c lu d e s  o n ly  a m o u n ts  lo a n e d  to  F e d e r a l  A g e n c ie s  in  l ie u  o f  A g e n c y  D ebt I s s u a n c e .
«



T A B L E  III— BU D G ET  R E C E IP T S  AN D  O UTLAYS-Contlnued (In thousands) *

Classification of OUTLAYS Outlays

Legislative Branch:Senate.... ............... ...............House of Representatives..... .............. .Joint items for Senate and House.................Office of Technology Assessment........... ......Architect of the Capitol.........................Botanic Garden...............................Library of Congress ........ .Government Printing Office:General fund appropriations...................Revolving fund (net).... ................ .General Accounting Office.... ............. .
Cost Accounting Standards Board..........United States Tax Court........................Proprietary receipts from the public.....Intrabudgetary transactions.......... ...........

$8,177  
13,827 

379 
113 

4 ,175  
72 

8,070

8,762
- 14,756

10,825
86

684

-30

Total— Legislative Branch...................
The Judiciary:
Supreme Court of the United States... ........Court of Customs and Patent Appeals....... .Customs Court...............................Court of Claims.......... ...................Courts of appeals, district courts, and otherjudicial services.... ........................Federal Judicial Center........................Commission on Bankruptcy Laws of the United States..Judiciary Trust Funds.................... ......Proprietary receipts from the public.... .

Total— The Judiciary....... ...............
Executive Office of the President:Compensation of the President............ .......The White House Office...... ................. .Special Projects............. ..................Executive Residence..... .Special Assistance to the President.........Council of E conomic Advisers ..... ...............

40,383

527
151
460
420

38,191
401

12
636

40,800

21
968(*)
521

77
128Council on Environmental Quality and Office ofEnvironmental Quality.... ........... ........

Council on International Economic Policy ............Domestic Council......... ...................Federal Energy OfficeNational Aeronautics and Space Council....National Security Council........................Office of Management and Budget. ................Office of Telecommunications Policy,................Special Action Office for Drug Abuse Prevention....Special Representative for Trade Negotiations ......Miscellaneous........................ .
Total— E xecutive Office of the President........

298
255

64
1,093

3
261

1,314
261
593
179

6,036

This Month Current Fiscal Year to Date Comparable Period Prior Fiscal Year
Applicable Net Receipts Outlays Outlays Applicable Net Receipts Outlays Outlays Applicable NetReceipts Outlays

$8,177
13,827

379
113

4,175
72

8,070

$93,066
158,093
37,178

307
48,139

858
85,630

$93,066
158,093
37,178

307
48,139

858
85,630

$78,869
141,646
29,698

32,540
804

77,735

$78,869
141,646
29,698

32,540
804

77,735

$3,015

8,762
- 14,756

10,825
86

684
-3,015

-30

102,015
-6,396

106,849
1,341

13,479

-362
$15,171

102,015
-6,396

106,849
1,341

13,479
- 15,171

-362

86,570
3 ,146

95,265
1,480
8,107

-457
$14,945

86,570
3,146

95,265
1,480
8,107

- 14,945
-457

3,015 37,368 640,197 15,171 625,026 555,404 14,945 540,459

527
151
460
420

5,793
706

2,349
2,204

5,793
706

2,349
2,204

5.209  
663

2.209
2,102

5.209  
663

2.2092,102
467

38,191
401
12

636
-467

192,898
1,863

109
3,106

3,834

192,898
1,863

109
3,106

175,346
1,424

441
2,820

-3,834 6,913

175,346
1,424

441
2,820

- 6,913

467 40,332 209,029 3,834 205,196 190,213 6,913 183,29921
968(*)
521

77
128

250
10,384

645
1,788

609
1,425

250 250
10,384 9,735

645 1,650
1,788 1,057

609 628
1,425 1,498

250
9,735
1,650
1,057

628
1,498

298
255

64
1,093

3
261

1,314
261
593
179

2,358
1,480

957
5,160

47
2,532

18,271
2,378

20,811
1,467

2 ,358
1,480

957
5,160

2,310
658

1,627

' 47 414
2,532 2,437

18,271 18,544
2,378 2,574

20,811 4,923
1,467 852

8

2,310
658

1,627

414
2,437

18,544
2,574
4,923

852
8

6,036 70,563 70,563 49,164 49,164

See footnotes on page 3
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T A B L E  III—B U D G E T  R E C E IP T S  AND O U T L A Y S —Continued (In thousands)

Classification of OUTLAYS— Continued
This Month Current Fiscal Year to Date Comparable Period Prior Fiscal Year

Outlays ApplicableReceipts NetOutlays Outlays ApplicableReceipts NetOutlays Outlays ApplicableReceipts NetOutlays
Funds appropriated to the President:Appalachian regional development programs:Public enterprise funds....................... $1829,1957,3154,47835212

$1829,1957,3154,47835-15,944

$801
287,721250,08573,6904353,35215

$238 $564287,721250,085
73,690435-155,87115

$648264,425358,252
26,40514103,883548

$144 $505264,425358,25226,4051468,034548

Other................. ....................Disaster relief...... ..... ..... ..... .
Economic stabilization activities ..........Emergency fund for the President................Expansion of defense production... ..............Expenses of management improvement............ $16,156 159,224 35,849
Foreign assistance:International security assistance:Military assistance:Defense Department...................... 73,406-39141,976786622,94232,788-7,006852,939

73,406-39141,976786622,94232,788-7,006852,939
-805,057-1,925

532,917-73,246406,004
4,807640,278380,428-64,0852,675,418

532,917-73,246406,0044,807640,278380,428-89,9272,675,418
-3,167,364-109,095

492,959-8,287232,953123,354

492,959-8,287232,953123,354
All other agencies.......................

Foreign military credit sales................Military credit sales to Israel...............
Emergency security assistance for Israel......Security supporting” assistance............... 645,251239,9371,396,124

645,251113,2631,396,124
-1,729,513-89,708

Liquidation of foreign military sales fund ........ 25,842 126,674Advances, foreign military sales.............Proprietary receipts from” the public:
Advances, foreign military sales.............. 805,0571,925 3,167,364109,095 1,729,51389,708Other. .....
Total— International security assistance......

Indochina post war reconstruction assistance .......
1,617,441 806,982 810,459 4,502,520 3,302,301 1,200,220 3,122,291 1,945,895 1,176,396

42,510 42,510 248,972 248,972International development assistance: Multilateral assistance:International financial institutions..... . 80,20225,739 80,202,25,739 446,312162,310 446,312162,310 323,532186,227 323,532186,227International organizations and programs.....Bilateral assistance:Functional development assistance program .... Grants and other programs ......... 19,76745,38717,27731,647533-1,9474371,816704

19,76745,38717,577-13,315364-9,3464371,816245-1,267

147,358367,816247,939311,4463,58319,3576,300-3,9772,964

147,358367,816222,41198,735510-20,6056,289-3,977-1,939-26,868

456,042
230,415371,2043,07727,7403,949-1,0456,457

456,042188,164193,062490-10,0603,982-1,045-1,013-312,294

Alliance for progress, development loans ......Development loans.......................Housing guaranty fund...... ...............
Overseas Private Investment Corporation....Inter-American Foundation ........ .Intragovernmental funds...... „ „..........

-30044,9621697,399

25,528212,7113,07439,96310

42,252178,1422,58637,801-33
Technical assistance trust fund.............Proprietary receipts from the public......... 4591,267 4,90326,868 7,469312,294
Total— Bilateral assistance.................

Total— International development assistance....
President's foreign assistance contingency fund.

115,622 53,956 61,666 1,102,786 313,056 789,730 1,097,840 580,510 517,329
221,562 53,956 167,606 1,711,408 313,056 1,398,351 1,607,599 580,510 1,027,088
2,681 2,681 25,246 25,246 10,535 10,535

Total— Foreign assistance... ...............
Office of Economic Opportunity..................Miscellaneous...............................

1,884,195 860,938 1,023,257 6,488,145 3,615,357 2,872,788 4,740,425 2,526,405 2,214,019
34,174 27 34,147 681,160 338 680,823 800,83240 153 800,67940

Total— Funds appropriated to the President...... 1,959,621 877,121 1,082,500 7,785,406 3,775,156 4,010,250 6,295,471 2,562,551 3,732,920

01



TA BLE  III— B U D G ET  R E C E IP T S  AND  O UTLAYS-Continued (In thousands) 0>

Classification of 
OUTLAYS— Continued

This Month Current Fiscal Year to Date Comparable Period Prior Fiscal Year
Outlays ApplicableReceipts NetOutlays Outlays ApplicableReceipts NetOutlays Outlays ApplicableReceipts NetOutlays

Agriculture Department:
Departmental management...................... $4,035 $4,035 $43,611 $43,611 $37,032 $37,032
Agricultural Research Service ................. 16,60825,6259,25720,344490

16,60825,6259,25720,344490

210,006315,49785,113193,3844,476

210,006315,49785,113193,3844,476

199,126309,41782,344185,8494,207

199,126 309,417 82,344 185,849 4,207

Animal and Plant Health Inspection Service.......Cooperative State Research Service.......... .Extension Service...........................National Agricultural Library..................
Total— Science and education programs........ 72,323 72,323 808,477 808,477 780,943 780,943

Agricultural economics:Statistical Reporting Service ................. . 2,305611742
5,00966,109

2,305611742
5,00966,109

23,36318,6778,916
28,317569,407

23,36318,6778,916
28,317569,407

21,334
15,4438,418
26,921895,000

21,33415,4438,418
26,921895,000

Economic Research Service.................. .Marketing services............. ..............International programs:Foreign Agricultural Service..................Foreign assistance and special export programs .... Agricultural Stabilization and Conservation Service: Salaries and expenses..................... . 17,4165,226-11,863-221,663

17,4165,226-11,863-221,663

135,21081,784-16,84047,14622,698

135,21081,784-16,84047,14622,698

163,62187,127162,59851,45616,690

163,621
87,127162,59851,45616,690

Sugar act program...........................
Agricultural conservation program (REAP)........Cropland adjustment program..................
Indemnity, conservation and land-use programs...
Total— Agricultural Stab, and Conservation Service................................. 12,420 12,420 269,997 269,997 481,492 481,492

Corporations:Federal Crop Insurance Corporation:Administrative and operating expenses........... 3071,755 3071,246 12,19229,773 12,192-14,268 11,72325,370 11,723-12,582Federal Crop Insurance Corporation fund........Commodity Credit Corporation:Price support and related programs..........Special activities:National Wool Act program ..................

$509 $44,041 $37,951
-22,546

71915,754

223,777 -246,323
71915,754

5,506,334
7,25854,561

4,318,172 1,188,162
7,25854,532

9,610,964
74,000-105,934

6,055,675 3,555,289
74,000-140,960Intragovernmental funds.................... 29 35,026

Total— Commodity Credit Corporation.......
Total— Corporations.........................

Rural development:Rural Development Service... ...............

-6,072 223,777 -229,849 5,568,154 4,318,201 1,249,952 9,579,030 6,090,701 3,488,329
-4,010 224,286 -228,296 5,610,118 4,362,242 1,247,876 9,616,122 6,128,652 3,487,470

57 57 1,900 1,900 193
34,388499,216

193
29,303499,216

Rural Electrification Administration: «Rural Telephone Bank...... ................. 5,085Other..................................... 1,943 1,943 17,393 17,393
See footnotes on page 3



T A B L E  III— B U D G E T  R E C E I P T S  A N D  O U T L A Y S — C o n tin u e d  (In th o u s a n d s )

Classification of 
OUTLAYS - -Continued

This Month . Current Fiscal Year to Date Comparable Period Prior Fiscal Year
Outlays ApplicableReceipts NetOutlays Outlays ApplicableReceipts NetOutlays Outlays ApplicableReceipts NetOutlays

$247,757122,19243,9482,6172,1199,300696

$143,93554,5605,976473

$103,82267,63237,9722,1452,1199,300696

$2,946,3531,715,620457,9622,85934,002118,0516,185

$1,654,7881,617,285308,504
7,555

$1,291,56498,335149,459-4,69634,002118,0516,185

$2,284,2251,781,602232,83069,45042,030104,0685,584

$2,516,0261,587,507455,593107,723

-$231,801194,095-222,762-38,27342,030104,0685,584
428,630 204,944 223,685 5,281,032 3,588,132 1,692,899 4,519,789 4,666,848 -147,059
430,629 204,944 225,685 5,300,325 3,588,132 1,712,192 5,053,585 4,671,933 381,653

14,15912,2502,363
14,15912,2502,363

184,935139,80528,435
184,935139,80528,435

169,477112,59425,927
169,477112,59425,927

-3,449
107,9321,7533,837

-3,449
107,932963,837

28,027
789,57219,88549,144

28,027
789,5721,12849,144

30,301
740,22219,17533,900

30,301
740,222-35933,900

1,657 18,758 19,534

110,074 1,657 108,417 886,628 18,758 867,870 823,598 19,534 804,064

65,1597,120273,403
65,1597,120273,403

752,68150,2792,845,698
752,68150,2792,845,698

602,40290,8582,207,532
602,402
90,8582,207,532

345,682 345,682 3,648,657 3,648,657 2,900,792 2,900,792
455,755 1,657 454,098 4,535,285 18,758 4,516,527 3,724,389 19,534 3,704,856

-1,63935,7962,48610,7441,625
6,2691,490

-1,63935,7962,48610,7441,6256,2691,490

-682
397,78033,766110,322181,336100,7099,340

-682397,78033,766110,322181,336100,7099,340

-6,688374,81828,087
140,618137,10744,3214,946

-6,688374,81828,087140,618137,10744,3214,946
56,771 56,771 832,571 832,571 723,210 723,210

160,754 -160,754 610,326 -610,326 843,367 -843,367
1,131,473 591,641 539,832 18,402,239 8,579,458 9,822,781 21,691,889 11,663,486 10,028,403

Agriculture Department— Continued 
Rural development— Continued Farmers Home Administration:

Public enterprise funds:Rural housing insurance fund ...........Agricultural credit insurance fund.......Rural development insurance fund..... ..Other..............................IRural water and waste disposal grants.... .Salaries and expenses........... .......Other.............. .................
Total— Farmers Home Administration .....

Total— Rural development...... .
Environmental programs:Soil Conservation Service:Conservation operations....................Watershed and flood prevention operations ...Other..... ..........................Consumer programs:Agricultural Marketing Service:Marketing Services... ........... .Funds for strengthening markets, income andsupply..............................Milk market orders assessment fund....... .Other........................ ........

Total— Agricultural Marketing Service.... „
Food and Nutrition Service:Child nutrition programs.... .......... .Special milk program ...................Food stamp program....................

Total— Food and Nutrition Service...... ..
Total— Consumer Programs ..............

Forest Service:
Intragovernmental funds..................Forest protection and utilization ........ ....Construction and land acquisition .......Forest roads and trails................ ....Forest Service permanent appropriations....Cooperative work................... .....Other... ............... ..............
Total— Forest Service.................. .

Proprietary receipts from the public... .
Total— Agriculture Department..............



T A B L E  III— BU D G ET  R E C E IP T S  AND  OUTLAYS-Continued (In thousands) GO

Classification of 
OUTLAYS-Continued

This Month

Outlays ApplicableReceipts NetOutlays

Current Fiscal Year to Date

Outlays ApplicableReceipts NetOutlays

Comparable Period Prior Fiscal Year

Outlays ApplicableReceipts NetOutlays
Commerce Department:General Administration........................Social and Economic Statistics Administration ......Economic Development Assistance:Economic Development Administration:Public works grants and loans revolving fund ....Economic development assistance programs...Other.................................. .Regional Action Planning Commissions...........Promotion of Industry and Commerce:

Domestic and International Business Administration,Foreign Direct Investment Regulation...........Minority Business Enterprise..................National Industrial Pollution Control Council..... .U.S. Travel Service..................... .
Total— Promotion of Industry and Commerce...

Science and Technology:
National Oceanic and Atmospheric Administration:Public enterprise funds............. ........Other... ..... ................. .Science and Technical Research...............Office of State Technical Service...............
Total— Science and Technology..... .........

Maritime Administration:Public enterprise funds............. .........Ship constructions ................... .......
Operating-differential subsides.... .........Other.................. ................
Total— Maritime Administration...............

Proprietary receipts from the public..............Intrabudgetary transactions.....................
Total— Commerce Department .................

Defense Department— Military:Military personnel:Department of the Army......................Department of the Navy.......................Department of the Air Force..................
Total— Military personnel........ ..........

Retired Military personnel...... ......

6,201
23

1,563
18,596
3,293

6,829
164

3,952
3

1,806

12,753

-5
41,407
15,924

57,326

535
34,668
29,070

5,942

70,216

-158

170,680

853,687
637,692
621,412

2 , 112,791

451,382

13,554

6,201
- 3,531

1,563
18,596
3,293

19,950
59,468

19,571
18,418

238,156
57,746

140,605

«9,950
59,468

-21,034
18,418

238,156
57,746

«9,251
58,603

17,371

296,319
58,034

6,829
164

3,952
3

1,806

68,110
2,348

46,851
21

10,955

68 ,110
2,348

46,851
21

10,955

55,590
2,457

39,142
332

7,586

12,753 128,284 128,284 105,106

165 -170
41,407
15,924

372
412,111
132,146(*)

4,528

165 57,161 544,630 4,528

1,242 -707
34,668
29,070

5,942

3,341
199,748
257,919

67,237

18,116

1,242 68,974 528,246 18,116

12,060 - 12,060
-158 - 22,386

62,115

17,021 153,659 1 , 582,082 125,364

853,687
637,692
621,412

8 , 771,007
7 , 308,353
7 , 658,173

2 , 112,791 23 , 737,533

451,382 5 , 128,078

- 4,155
412,111
132,146(*)

5,377
337,341
121,741

7

540,102 464,466

- 14,775
199,748
257,919

67,237

1,948
185,878
226,711

60,404

510,130 474,941

-62,115
-22,386 - 22,012

1 , 456,718 1, 462,079

8 , 771,007
7 ,308,353
7 , 658,173

8 , 534,842
7 , 194,040
7, 516,860

23 , 737,533 23, 245,741

5 , 128,078 4 , 390,097

«35,967

2,973

2,973

12,787

12,787

41,994

93,720

$9,251
58,603

- 18,596

296,319
58,034

55,590
2,457

39,142
332

7,586

105,106

2,404
337,341
121,741

7

461,493

- 10,839
185,878
226,711

60,404

462,154

-41,994- 22,012

1 , 368,359

8 , 534,842
7 , 194,040
7 , 516,860

23 , 245,741

4 , 390,097
See footnotes on page 3



T A B L E  III—BU D G ET R E C E IP T S  AND O U TLA Y S—Continued (In thousands)

Classification of 
OUTLAYS— Continued Outlays

Defense Department— Military— Continued Operation and maintenance:Department of the Army...... ......»..Department of the Navy...............Department of the Air Force........ .Defense agencies........ .......... .
Total— Operation and maintenance.......

Procurement:

$683,390749,727690,357121,164
2,244,638

This Month Current Fiscal Year to Date Comparable Period Prior Fiscal Year
Applicable Net Receipts Outlays Outlays Applicable Net Receipts Outlays Outlays Applicable NetReceipts Outlays

$683,390749,727690,357121,164

$6,983,7626,540,4967,327,5521,590,387

$6,983,7626,540,4967,327,5521,590,387

$6,938,8375,686,5226,999,0171,444,232

$6,938,8375,686,5226,999,0171,444,232
2,244,638 22,442,197 22,442,197 21,068,608 21,068,608

Department of the Army.......... .Department of the Navy...............Department of the Air Force...........Defense agencies...................
Total— Procurement...............

Research, development, test and evaluation:Department of the Army..... ........Department of the Navy..............Department of the Air Force..........Defense agencies. ............
Total— Research, development, test and

268,834578,879501,1848,059
1,356,956 ........ 1,

207,164304,200262,95847,384

268,834578,879501,1848,059

2,786,0947,024,5875,365,50464,197

2,786,0947,024,5875,365,50464,197

2,780,6877,027,8485,797,65548,141

2,780,6877,027,8485,797,65548,141
356,956 15,240,383 15,240,383 15,654,330 15,654,330

207,164304,200262,95847,384

2,185,3082,621,7393,239,555528,494

2,185,3082,621,7393,239,555528,494

1,912,0942,404,1993,361,887478,595

1,912,0942,404,1993,361,887478,595
evaluation ............

Military construction:Department of the Army....Department of the Navy ......Department of the Air Force., Defense agencies.........
Total— Military construction

Family housing:

821,706 821,706______ 8̂

45,80838,84421,529
1,475

45,80838,84421,5291,475
107,656 107,656 1,

575,096 8,575,096 8,156,775 8,156,775

690,259412,514284,76313,390

690,259412,514284,76313,390

421,456394,981284,68218,150
400,926 1,400,926 1,119,269 1,

421,456394,981284,68218,150
119,269

Homeowner’s assistance fund........ .Other........ .......... .......... .
Total— Family housing.... ......... ,

Civil Defense Preparedness Agency ....... .Special foreign currency program ..........Revolving and management funds:Public enterprise funds:Department of the Army........Department of the Navy.............. .Department of the Air Force.......... .Intragovernmental funds:Department of the Army.............Department of the Navy......... .Department of the Air Force..........Defense agencies..................
Total— Revolving and management funds,

84888,113 $189 65988,113 7,518883,898 $2,417 5,100883,898 4,154728,937 $4,121 33728,937
88,961 189 88,772 891,415 2,417 733,091 4,121 728,971
6,733624 6,733 75,321624________ 3,600 75,321 74,0643,600_________ 4,374 74,0644,374

(*)4,464 2,507 (*)1,957 137,204 1961,65715
-18-24,453-15

(*)20,097 21,42425
(*)-1,328-25

-7,802-59,14929,833-51,788

-7,802-59,14929,833-51,788

92,121113,61973,55164,677

92,121113,61973,55164,677
-84,442 2,507 -86,949 381,173 61,691 319,482 -1

-347,165-200,976-315,551-165,037

-347,165-200,976-315,551-165,037
,008,631 21,449 -1,030,080

See footnotes on page 3.

(0



oTABLE III— BU DG ET  R EC E IP T S  AND OUTLAYS-Continued (In thousands)

Classification of 
OUTLAYS-Continued

This Month Current Fiscal Year to Date Comparable Period Prior Fiscal Year
Outlays ApplicableReceipts NetOutlays Outlays ApplicableReceipts NetOutlays Outlays ApplicableReceipts NetOutlays

Defense Department— Military— ContinuedMiscellaneous trust revolving funds... ...........Miscellaneous trust funds..................... $1,430833 $7,971 -$6,54183318,686-2,004

$64,8276,719 $82,442 -$17,6156,719-152,375-2,688

$64,2317,449 $73,335 -$9,1047,449-105,424-7,973
Proprietary receipts from the public............. -18,686 ¿52,375 105,424Intrabudgetary transactions................ . -2,004 -2,688 -7,973
Total— Defense Department Military............

Defense Department— Civil:Cemeterial expenses, Army....................

7,107,266 -8,019 7,115,284 77,944,581 298,925 77,645,656 73,501,427 204,329 73,297,098

880
-9,218248,496

880
-9,218248,496-2,511-6287

-41,299
6,7109,014-2,084-6,707

11.097
10.097 1,676,284

11.097
10.097 1,676,284-31,624-442598

-1514,256
-14062,562-36,727-23,890

20,170
2,6681,706,513-9430512
22512,163

196,27258,392

20,170
2,6681,706,513-37,727-76512

412,163
-2,38558,392-36,214-20,908

Corps of Engineers:Intragovernmental funds......................Other....................................Proprietary receipts from the public............ 2,51167 31,624351 37,7Î8506Ryukyu Islands, Army........................Wildlife conservation, etc., military reservations .... Soldiers’ and Airmen’s Home:Soldiers’ and Airmen’s Home revolving fund......Other....................................

587
171,299

26,2789,014

-91598
23914,256

213,77162,562

22 254 222
The Panama Canal:
Panama Canal Companv..... ................Other.............. ..................... 19,568 213,910 198,657

Proprietary receipts from the public............. 2,084 36,727 36,214Intrabudgetary transactions.................... -6,707 -23,890 -20,908
Total--Defense Department Civil..............

Health, Edùcation, and Welfare Department:Food and Drug Administration:Revolving fund for certification and other services .. Other.... .....f.......................

270,152 24,251 245,901 1,964,923 282,866 1,682,057 1,976,429 273,317 1,703,112

49117,052
41,57021,1361,06410,931

539 -4817,052
41,57021,1361,06410,931

4,894164,699
686,055213,9849,660133,387

5,411 -518164,699
686,055213,9849,660133,387

4,251143,307
673,460197,5745,816136,229

4,750 -499143,307
673,460197,5745,816136,229

Health Services Administration:Health services......................Indian health.....................
Center for Disease Control....................National Institutes of Health:Intragovernmental funds..................... 102,50836,97425,24313,19110,2468,00610,33110,00715,2424,326

102,50836,97425,24313,19110,2468,00610,33110,00715,2424,326

17,126422,773268,824148,853117,823104,479160,804117,595194,94845,803

17,126422,773268,824148,853117,823104,479160,804117,595194,94845,803

32,980384,310232,921149,528110,755106,394170,841114,718172,96640,577

32,980384,310232,921149,528110,755106,394170,841114,718172,96640,577

Cancer research.........................Heart and lung research...................Arthritis, metabolic and digestive diseases.......Neurological diseases and stroke............Allergy and infectious diseases................General medical science...................Child health and human development............Other research institutes....................Other..........................
Total— National Institutes of Health........... 236,075 236,075 1,599,028 1,599,028 1,515,991 1,515,991



T A B L E  III--BUDGET R E C E IP T S  AND O U T LA Y S —Continued (In thousands)

Classification of OUTLAYS- -Continued

Health, Education, and Welfare Department— ContinuedAlcohol, Drug Abuse, and Mental Health Administration:Public enterprise funds.... ............ .Intrgovernmental funds..... .............Alcohol, drug abuse and mental health ...........Saint Elizabeths Hospital..................
Total— Alcohol, Drug Abuse, and Mental Health Administration ....... ..................

Health Resources Administration:Public enterprise funds..................... .Health resources...... ....... .............Office of Assistant Secretary for Health..............Education Division:Office of Education:Student loan insurance fund...... ........ .Higher education facilities loan and insurance fundElementary and secondary education.........School assistance in federally affected areas......Emergency school aid... ........ .Education for the handicapped...... ........ .Occupational, vocational, and adult education...Higher education .................. .Library resources....... ......... .......Educational development...... ...... ......Other........................... .......
Total— Office of Education.................

National Institute of Education.......... .Office of Assistant Secretary for Education.......
Total— Education Division ....... ...........

Social and Rehabilitation Service:Grants to States for public assistance:Financing or providing medical services .........Public assistance.........................Social services.................. .Work incentives............ ...... ........Rehabilitation services........... .......... .Assistance to refugees in the United States.... .Other................ .......... .........
Total— Social and Rehabilitation Service........

Social Security Administration:Intragovernmental funds.....................Payment to social security trust funds:Financing or providing medical services.......Retirement and disability...................Special benefits for disabled coal miners........Supplemental security income program. . . .........Federal old-age and survivors ins. trust fund: Administrative expenses and construction ........Benefit payments .........................Vocational rehabilitation services. ............Payment to railroad retirement account... .
Total— FOASI trust fund.............. .

This Month Current Fiscal Year to Date Comparable Period Prior Fiscal Year
Outlays ApplicableReceipts NetOutlays Outlays ApplicableReceipts NetOutlays Outlays ApplicableReceipts NetOutlays

$37-8588,30140,346

$33 $4-8588,30140,346

$88-27566,98437,388

$77 $11-27566,98437,388
-$438,9085,467

-1438,9085,467

44,371 44,371 628,676 33 628,643 604,434 77 604,357

3,14248,86015,939
$429 2,71248,86015,939

32,030926,24357,111
7,566 24,464926,24357,111

6,3251,006,81251,701
391 5,9341,006,81251,701

8,439
24,176236,98625,09032,67919,32493,733186,17026,10224,21910,431

1,131858 7,307
23,319236,98625,09032,67919,32493,733186,17026,10224,21910,431

94,229
40,3041,667,932558,515202,838122,601567,6071,176,455149,711246,11796,627

10,073
27,735

84,155
12,5681,667,932558,515202,838122,601567,6071,176,455149,711246,11796,627

50,760
32,1651,820,122580,49340,956105,709606,9301,375,69192,904238,64476,391

7,48123,032 43,279
9,1331,820,122580,49340,956105,709606,9301,375,69192,904238,64476,391

687,349 1,989 685,360 4,922,935 37,809 4,885,126 5,020,766 30,513 4,990,253
22,175165 22,175165 96,6151,481 96,6151,481 35,830966 35,830966
709,689 1,989 707,700 5,021,031 37,809 4,983,222 5,057,562 30,513 5,027,048

528,764357,362120,56544,157118,3454,7415,887

528,764357,362120,56544,157118,3454,7415,887

5,818,3915,423,3121,471,827339,210959,267107,76766,399

5,818,3915,423,3121,471,827339,210959,267107,76766,399

4,591,4165,929,4521,614,269281,055797,105135,36354,340

4,591,4165,929,4521,614,269281,055797,105135,36354,340
1,179,822 1,179,822 14,186,174 14,186,174 13,403,000 13,403,000

101
174,642

101
174,642

-979
2,527,706493,788994,6872,256,409

-979
2,527,706493,788994,6872,256,409

-128
1,859,866525,645951,69341,000

-128
1,859,866525,645951,69341,000

79,060373,813 79,060373,813
99,0744,295,220478

99,0744,295,220478
729,72347,854,4433,837908,585

729,72347,854,4433,837908,585

667,35942,170,2742,470782,954

667,35942,170,2742,470782,954
4,394,772 4,394,772 49,496,588 49,496,588 43,623,057 43,623,057



TABLE III— BUDGET R EC E IP T S  AND OUTLAYS-Continued (In thousands) 10

Classification of 
OUTLAYS-Continued

Health, Education and Welfare Department— Continued Social Security Administration— Continued Federal disability insurance trust fund:Administrative expenses and construction....Benefit payments... ................ ....Vocational rehabilitation services..........Payment of railroad retirement account..... .
Total— FDI trust fund

Federal hospital insurance trust fund; Administrative expenses and construction , Benefit payments...... ..............
Total— FHI trust fund ,

Federal supplementary medical ins. trust fund: Administrative expenses and construction ... Benefit payments.............. ......
Total— FSMI trust fund

Total— Social Security Administration....,
Special institutions:American Printing House for the Blind.. National Technical Institute for the Deaf.Gallaudet College..................Howard University...... ..........

Total— Special institutions....................
Assistant Secretary for Human Development......Office of the Secretary:Intragovernmental funds.................. ..Office for Civil Rights................. .Departmental management................ .Proprietary receipts from the public ............Intrabudgetary transactions:Payments for health insurance for the aged:Federal hospital insurance trust fund........Federal supplementary medical insurance trustfund................................
Payments for military service credits and special benefits for the aged
Federal old-age and survivors insurance trustfund....... .....g..... .............
Federal disability insurance trust fund.........Federal hospital insurance trust fund.........Receipts transferred to railroad retirementaccount.... ...........................Interest on reimbursement of administrative and vocational rehabilitation expenses:Federal old-age and survivors ins. trust fund...,Federal disability insurance trust fund........Federal hospital insurance trust fund........Federal supplementary medical ins. trust fund... Other....................................
Total— Health, Education, and Welfare Department.... .........................

This Month
Outlays

$19,575
570,895

6,769

597,239

25,347
742,659

768,006

36,763
270,761

307,523

6 ,695,157

155
1,519
2,179
8,381

12,233

39,232

-36,873
1,570

14,419

- 174,642

-21,600

8 ,859,639

ApplicableReceipts

$628

3,585

NetOutlays

$19,575
570,895

6,769

597,239

25,347
742,659

768,006

36,763
270,761

307,523

6 , 695,157

155
1,519
2,179
8,381

12,233

39,232

-36,873
1,570

14,419
-628

-174,642

-21,600

8 , 856,054

Current Fiscal Year to Date
Outlays

$154,201
6 , 157,190

49,156
22,327

6 ,382,875

257,952
7 ,785,596

8 ,043,548

409,032
2 ,869,132

3 ,278,164

73,472,785

1,817
12,168
19,286
79,214

112,485

421,707

9,261
13,213
69,288

ApplicableReceipts

-450,780

-2 ,028,926

-441,788
- 52,000
-48,000

- 930,912

1,074
- 2,661

269
1,318

-24,699

93, 784,607

$13,679

64,499

NetOutlays

$154,201
6 , 157,190

49,156
22,327

6 ,382,875

257,952
7 ,785,596

8 ,043,548

409,032
2 , 869,132

3 ,278,164

73,472,785

1,817
12,168
19,286
79,214

112,485

421,707

9,261
13,213
69,288

- 13,679

-450,780

-2 ,028,926

-441,788
- 52,000
-48,000

-930,912

1,074
-2,661

269
1,318

-24,699

93, 720,108

Comparable Period Prior Fiscal Year
Outlays

$246,653
5, 161,871

39,361
19,503

5,467,388

192,842
6 ,648,819

6 ,841,661

245,867
2 ,391,232

2 ,637,099

61, 947,281

1,697
17,060
13,429
68,253

100,438

383,788

- 12,473
12,649
54,527

- 381,415

-1,430,451

-474,645
- 51,000
-48,000

- 802,457

1,875
260

-155
- 1,979
-2,016

82, 102,688

ApplicableReceipts

$26,737

62,468

NetOutlays

$246,653
5, 161,871

39,361
19,503

5 ,467,388

192,842
6 ,648,819

6 ,841,661

245,867
2 ,391,232

2 , 637,099

61,947,281

1,697
17,060
13,429
68,253

100,438

383,788

- 12,473
12,649
54,527

-26,737

-381,415

-1,430,451

-474,645
- 51,000
-48,000

- 802,457

1,875
260

-155
- 1,979
- 2,016

82, 040,220



T A B L E  III—BU D G ET R E C E IP T S  AND OUTLAYS-Continued (In thousands

This Month
Classification of OUTLAYS-Continued Outlays

Housing and Urban Development Department:Housing production and mortgage credit:Federal Housing Administration:Public enterprise funds:College housing loans and other expenses.....Housing for the elderly or handicapped fund ....FHA revolving fund .............. ‘..... ..Other.................................Other....................... ...........
Total--Federal Housing Administration.. ......

Government National Mortgage Association:Special assistance functions.......... ......Management and liquidating functions...... .Guarantees of mortgage-backed securities........Participation sales fund............ .......
Total— Government National Mortgage Association .........................
Total— Housing production and mortgage credit .

Housing management:Public enterprise funds:Rental housing assistance fund ............. .Other... ....... .......................Intragovernmental funds.............Housing assistance payments:College housing grants.... ....... ........Low-rent public housing... ......... ......Home ownership assistance............Rental housing assistance..... .............Rent supplement... ........ ............ .Other............ .......................
Total— Housing management .................

Community planning and development:Urban renewal programs ...... ..............Rehabilitation loan fund..... .......... ......Public facility loans.................... .Comprehensive planning grants..... ...........Salaries, expenses and other ..................Model cities programs ......... .............Open space land programs.............. .Grants for neighborhood facilities........... .Grants for basic water and sewer facilities.......
Total— Community planning and development.....

New Communities Administration:New communities fund.... ........ ..........New communities assistance grants............

$4,318
436

258,810
40,203

126

303,894

114,023
3,046
1,034
7,190

125,292

429,186

-6
30

3,618

1,776
90,640
17,334
12,883
12,243

687

139,205

123,329
4,040
1,078
8,299
1,200

46,469
8,245
3,620

11,907

208,188

-30
195

ApplicableReceipts

$5,969
1,665

120,229
35,327

163,190

109,829
14,178

1,881

125,888

289,077

955
502

1,457

104,950
1,574
2,173

108,697

18

Current Fiscal Year to Date Comparable Period Prior Fiscal Year
NetOutlays

-$1,651
- 1,229

138,581
4,876

126

140,704

4,194
- 11,132

-847
7,190

-596

140,109

-960
-472

3,618

1,776
90,640
17,334
12,883
12,243

687

137,749

18,379
2,466

- 1,095
8,299
1,200

46,469
8,245
3,620

11,907

99,491

-48
195

Outlays

$136,111
7,956

2 , 144,905
650,891

5,246

2 ,945,108

1 ,895,200
69,453

3,051
32,901

2 ,000,604

4 ,945,712

-558
731

-3,069

12,147
1 , 115,778

249,348
270,196
137,532
26,035

1 ,808,139

2 ,056,507
22,829
45,538

101,281
36,298

468,454
79,928
40,465

136,055

2 ,987,355

241686

ApplicableReceipts

$172,139
21,493

1, 325,643
639,096

2 , 158,371

1,853,427
135,693

10,946
2,500

2 ,002,567

4 , 160,938

10,727
6,925

17,651

930,522
17,984
27,254

975,760

3,946

NetOutlays

-$36,028
- 13,537
819,261

11,795
5,246

786,737

41,772
-66,241
- 7,895
30,401

- 1,963

784,774

- 11,285
-6,193
- 3,069

12,147
1 , 115,778

249,348
270,196
137,532
26,035

1 ,790,488

1 , 125,984
4,845

18,284
101,281
36,298

468,454
79,928
40,465

136,055

2 ,011,595

-3,704686

Outlays

$163,973
11,421

1,997,513
653,037

15,748

2 ,841,692

1,665,247
141,153

529
7,953

1 ,814,882

4 ,656,573

-289
3,021

52,182

6,056
1,043,214

282,307
170,303
106,545
22,341

1 ,685,680

1 ,804,917
41,697
38,840
75,765
38,304

590,024
61,485
26,578

156,533

2 ,834,144

-73
122

ApplicableReceipts

$159,943
22,101

1 , 164,722
666,198

2 ,012,963

1 ,866,238
894,211

5,195
29,075

2 ,794,719

4 ,807,683

5,908
7,977

13,885

812,555
15,995
26,376

854,926

3,482

NetOutlays

$4,030
- 10,680
832,791
- 13,161

15,748

828,729

-200,991
- 753,059

-4,666- 21,122

- 979,838

- 151,109

-6,198
-4,956
52,182

6,056
1 ,043,214

282,307
170,303
106,545
22,341

1 ,671,795

992,362
25,702
12,464
75,765
38,304

590,024
61,485
26,578

156,533

1 ,979,218

-3,556122

0)



TABLE III--BUDGET R E C E IP T S  AND OUTLAYS-Contlnued (In thousands) *

Classification of OUTLAYS - -Continued
This Month

Outlays ApplicableReceipts NetOutlays

Current Fiscal Year to Date

Outlays ApplicableReceipts NetOutlays

Comparable Period Prior Fiscal Year

Outlays ApplicableReceipts NetOutlays

Housing and Urban Development Department— Continued Federal Insurance Administration:Public enterprise funds.................. .Other....................................Office of Interstate Land Sales Registration........Policy development and research................Fair Housing and equal opportunity ..............Departmental management:Intragovernmental funds..... ............ ...Other.................... ...............Proprietary receipts from the public........... .
Total— Housing and Urban Development Department........ ...................

Interior Department:Land and Water Resources:Bureau of Land Management:Management of lands and resources.........Payment to counties, Oregon and Californiagrant lands...........................Payment to states from receipts under MineralLeasing Act............................Other..... ..............Bureau of Reclamation:

£2,4221,326 $775 11,6481,326
1,823231
-5,1701,017 5,731

1,823231
-5,1701,017-5,731

$48,54813,1491,46058,2739,777
-2,52147,796

$14,652

6,968

$33,89713,1491,46058,2739,777
-2,52147,796-6,968

$10,6246,24062747,7639,489
-16,47146,517

778,395 405,755 372,640 9,918,615 5,179,915 4,738,701 9,281,237

10,744 10,744

4,046 4,046

108,090
47,191
56,74834,422

108,090
47,191
56,74834,422

95,478
37,667
56,22736,463

5,757

235

$1,867'6,24062747,7639,489
-16,47146,517-235

5,688,969 3,592,268

95,478
37,667
56,22736,463

Colorado River and Fort Peck projects..........
Construction and rehabilitation.............
Other................... ...... .............

Office of Water Resources Research........ .....
Total— Land and Water Resources..............

Fish and Wildlife and Parks:
Bureau of Outdoor Recreation......... ..........
Bureau of Sport Fisheries and Wildlife.... .
National Park Service......................... .

Energy and Minerals:
Geological Survey..............................
Mining Enforcement and Safety Administration 

and Bureau of Mines:
Helium fund.............. .......... .
Other......................... ...... ......

Office of Coal Research .........................
Fuel Allocation, Oil and Gas Programs..... .
Bonneville Power Administration...... ..........
Other power administrations......... ....... .

Total— Energy and Minerals ........ .
Bureau of Indian Affairs:

Public enterprise funds.............. .
Operation of Indian programs...................
Indian tribal funds............................ .
Other ........................ ................

Total— Bureau of Indian Affairs............

20,46318,84915,4361,054

2,806 17,65718,84915,4361,054

125,281235,142141,06612,467

50,466 74,815235,142141,06612,467

127,659232,237139,43413,970

52,607 75,052232,237139,43413,970
70,592 2,806 67,786 760,407 50,466 709,941 739,135 52,607 686,528

28,76512,96525,132
28,76512,96525,132

251,922161,955250,517
251,922161,955250,517

209,340151,641208,925
209,340151,641208,925

13,775 13,775 179,937 179,937 138,439 138,439

7

57318,3117,206-4,382

511 6218,3117,206-4,38211,858427 11,858427

6,437162,49360,67017,723152,7946,201
8,050 -1,613162,49360,67017,723152,7946,201

7,141138,25036,5051,604135,2347,552

8,322 -1,181138,25036,5051,604135,2347,552
47,769 511 47,258 586,254 8,050 578,205 464,726 8,322 456,405

38631,99310,2878,606

462 -76
31,99310,2878,606

2,100396,729260,516180,812

2,408 -308396,729260,516180,812

1,407374,843197,228140,751

2,137 -729374,843197,228140,751
51,272 462 50,810 840,156 2,408 837,748 714,230 2,137 712,093

See footnotes on page 3,



T A B L E  III— B U D G E T  R E C E I P T S  A N D  O U T L A Y S —C o n tin u ed  (In th o u sa n d s)

Classification of OUTLAYS— Continued

Interior Departments-Continued
Office of Territorial Affairs............;..........
Office of the Solicitor and Office of the Secretary.....
Proprietary receipts from the public:
Royalties and Rent on Outer Continental Shelf Lands.
Other........ .......... ........... ..........

Intrabudgetary transactions........................
Total— Interior Department........... .......

Justice Department:
General administration...........................
Legal activities ..................................
Federal Bureau of Investigation ........... ..... .
Immigration and Naturalization Service.............
Federal Prison System:
Federal Prison Industries, Inc. (net).............
Federal prisons commissary funds ........... .
Other.............. ......... .................

Law Enforcement Assistance Administration.........
Drug Enforcement Administration ..................
Proprietary receipts from the public........ .......
Total— Justice Department........ ...... .......

Labor Department:
Manpower Administration:

Comprehensive manpower assistance........ .
Emergency employment assistance .............. .
Federal unemployment benefits and allowances.....
Grants to states for unemployment insurance and
employment services....... ..... ......... .

Program administration, and other...............
Unemployment trust fund:

Unemployment insurance and employment services: 
Federal— State unemployment insurance:
State unemployment benefits ........... .
State administrative expenses..............
Federal administrative expenses:
Direct expenses, reimbursements and
recoveries ......... ..................

Interest on refunds...... .......... .
Repayment of advancement from the
general fund................. .

Railroad unemployment insurance:
Railroad unemployment benefits.......... .
Administration expenses...................
Payments of interest on borrowings from 
railroad retirement account......

Total— Unemployment trust fund..... .
Total— Manpower Administration..........

Labor-Management Services Administration...... ...
Employment Standards Administration:
Salaries and expenses............. ........ .
Federal workmen's compensation benefits.........
Other........................................ ..

This Month
Outlays

$106110
-17,308
219,402

-3,63420,29233,36012,707
-67956817,43878,3157,230

165,596

178,70627,41729,920
12,4695,497

454,80584,541

3,42863
50,000
3,061532

596,430
850,439
1,631
3,81025,485574

ApplicableReceipts

$1,514,85783,467

1,602,103

596

262
859

NetOutlays

$106110
-1,514,857-83,467-17,308
-1,382,700

-3,63420,29233,36012,707
-679-2817,43878,3157,230-262

164,737

178,70627,41729,920
12,4695,497

454,80584,541

3,42863
50,000
3,061532

596,430
850,439
1,631
3,81025,485574

Current Fiscal Year to Date Comparable Period Prior Fiscal Year
Outlays

$92,84943,408

-125,506
2,861,963

17,713182,464380,581148,788
-1,1956,642203,383771,30297,620

1,807,297

1,453,132604,337361,855
59,52757,043

5,138,719831,699

69,956625
50,000
50,4726,885

80
6,148,436
8,684,329

23,188
54,664106,5342,492

ApplicableReceipts

$6,748,394924,820

7,734,137

6,928

3,141
10,069

NetOutlays Outlays

$92,849 $105,11643,408 53,661
-6,748,394-924,820-125,506
-4,872,175

17,713182,464380,581148,788

-107,630
2,539,144

11,833167,968356,427137,063
-1,195 1,795-286 5,770203,383 156,614771,302 624,00697,620-3,141 77,330

797,228 1,538,806

1,453,132604,337361,855
1,477,2821,014,174390,599

5,

59,527 63,60057,043 207,408

138,719 4,404,723831,699 814,174

69,956625
50,000
50,4726,885

80
6,148,436
8,684,329

23,188
54,664106,5342,492

52,254386

72,8277,234
2,245

5,353,843
8,506,907

24,183
52,791102,097633

ApplicableReceipts

$3,955,577756,943

4,775,585

5,969

2,115
8,084

NetOutlays

$105,11653,661
-3,955,577-756,943-107,630
-2,236,441

11,833167,968356,427137,063
1,795
-200156,614624,00677,330-2,115

1,530,722

1,477,2821,014,174390,599
63,600207,408

4,404,723814,174

52,254386

72,8277,234
2,245

5,353,843
8,506,907

24,183
52,791102,097633



TABLE ID -B U D G ET  R E C E IP T S  AND OUTLAYS-Contlnued (In thousands) 0>

This Month Current Fiscal Year to Date Comparable Period Prior Fiscal YearClassification ofOUTLAYS— Continued Outlays Applicable Net Outlays Applicable Net Outlays Applicable NetReceipts Outlays Receipts Outlays Receipts Outlays
Labor Department— ContinuedOccupational Safety and Health Administration...... 19,1853,3742,683

$9,1853,3742,683157

$69,07248,84024,231
$69,07248,84024,231-1,464-40,976

$37,42844,33119,009
$37,42844,33119,009-1,303-147,498

Bureau of Labor Statistics...... .............Departmental management.....................Proprietary receipts from the public.............. -$157 $1,464 $1,303Intrabudgetarv transactions.... ................ -49,500 -49,500 -U0,976 -147,498
Total— Labor Department .................... 847,681 -157 847,839 8,972,375 1,464 8,970,912

State Department:Administration of foreign affairs:Intragovernmental funds..................... -448 -448 -1,665341,678 -1,665341,678 49254,428 49254,428Salaries and expenses...... ................. 14,257 14,257Acquisition, operation and maintenance of buildingsabroad .................................. 3,233 3,233 28,372 28,372 19,257 19,257Payment to foreign service retirement anddisability fund........... ................ . 33,963 33,9631,397 36.93536.936 2,589
36.93536.936 2,589

14,20830,7542,335
14,20830,7542,335

Foreign service retirement and disability fund..... 1,397Other.......... ;........................ 241 241
Total— Administration of foreign affairs....... 52,643 52,643 444,845 444,845 321,031 321,031

International organizations and conferences ........ 3,9751,9065,597
3,9751,906 218,39816,79853,63345,699

218,39816,79853,63345,699-7,269

182,35411,23849,85346,953

182,35411,23849,85346,953-5,137

International commissions.....................Educational exchange......................... 5̂ 5972,212-650
Other...................................... 2̂ 212Proprietary receipts from the public............. 650 7,269 5,137Intrabudgetary transactions:Foreign service retirement and disability fund:Receipts transferred to civil service retirementand disability fund....................... -5 -5 -103-36,935-2,719

-103-36,935-2,719
-129-14,208-467

-129-14,208-467
General fund contributions............. ...... -33,963 -33,963-130Other.................................... -130
Total— State Department................... 32,235 650 31,585 732,346 596,625 591,489D, lo i

Transportation Department:Office of the Secretary........................ 8,860 8,860 75,737 75,737 48,141 48,141Coast Guard:Trust revolving funds ............... ........ 2331,749 445 -2121,74977,035
Ck rtrt« -774,868777,934

Intragovernmental funds...................... -7,082855,058 -7,082855,058
d y OOO4,868777,934

3,960
Other......... ......................... 77,035
Aviation war risk insurance revolving fund.......Airport and airway: 6 3 3 394 19 375 529 2,186 -1,657
Operations...... .......... ............. 147,640

21,48160,3234,801

147,64021,48160,3234,801

1,299,640207,496242,99068,3143918,733

1,299,640207,496242,99068,3143918,733

1,178,374321,768232,34666,6632613,59973,39736,985

1,178,374321,768232,34666,6632613,59973,39736,985

Facilities and equipment ............ .Grants-in-aid for airports ........ ....... .Research, engineering and development........Interest oin refunds of taxes..................Civil supersonic aircraft development— termination . 362 362Federal payment to the airport and airway trust fund.Other................................. 2,200 2,200 18,174 18,174
Total— Federal Aviation Administration..... . 236,813 3 236,810 1,855,779 19 1,855,760 1,923,687 2,186 1,921,501



T A B L E  III— B U D G E T  R E C E I P T S  A N D  O U T L A Y S —C o n tin u ed  (In th o u sa n d s)

Classification of OUTLAYS— Continued

Transportation Department— Continued 
Federal Highway Administration:
Highway beautification....... |.................
Forest and public lands highways.................
Highway trust fund:

Federal-aid highways...........
Right of way revolving fund..... .
Other........................................

Other......... ................ .
Total— Federal Highwaiy Administration... .•.....

National Highway Traffic Safety Administration:
Traffic and highway safety.......................
State and community highway safety programs.....
Highway trust fund share of safety programs.......

Federal Railroad Administration:
Alaska Railroad ........... ....... ..... .
Railroad research and development..........
Grants to National Railroad Passenger Corporation..
Other...... ...................... .

Urban Mass Transportation Administration:
Urban mass transportation fund....... ........ .
Administrative expenses..........................

Saint Lawrence Seaway Development Corporation.....
National Transportation Safety Board...... ........
Proprietary receipts from the public ................
Intrabudgetary transactions.........................

Total— Transportation Department......... ..... .
Treasury Department:
Office of the Secretary:
Public enterprise funds..........................
Salaries and expenses...........................
Other................ ....................... .

Bureau of Government Financial Operations: 8
Check forgery insurance fund........... ..... .
Salaries and expenses......... ......... .
Claims, judgements and relief acts........... .
Interest on uninvested funds....... ..............
Payment of Government losses in shipment.........
Eisenhower College grants.......................
Other............... ............ ........... .

Total— Bureau of Government Financial 
Operations...................................

Bureau of Alcohol, Tobacco and Firearms..........
United States Customs Service:
Salaries and expenses........... ......... .....
Other.....

Bureau of Engraving and Printing............. .

This Month Current Fiscal Year to Date Comparable Period Prior Fiscal Year

Outlays ApplicableReceipts NetOutlays Outlays ApplicableReceipts NetOutlays Outlays ApplicableReceipts NetOutlays

12,5851,913
611,061-4,9623,51713,417

$2,5851,913
611,061-4,9623,51713,417

$28,26817,773
4,440,44423,00223,32752,130

$28,26817,773
4,440,44423,00223,32752,130

$19,22934,925
4,729,72624,9045,597-2,623

$19,22934,925
4,729,72624,9045,597-2,623

627,531 627,531 4,584,944 4,584,944 4,811,758 4,811,758

2,9643,5527,287
2,4052,44725,609472
70,630

2,9643,5527,287
-1762,44725,609472

70,456

38,73528,74389,449
26,35438,281152,5049,743
439,535

(*)4,7008,063

38,73528,74389,449
-1,07038,281152,5049,743
418,957(*)-2,7598,063-30,858

46,40743,12450,809
37,22541,416105,8009,088
415,53564,2747,366

46,40743,12450,809
1,54941,416105,8009,088

415,0186-4,2217,366-24,018-73,397

$2,581 $27,424 $25,677

175 20,579 516
464828 1,123 -659828-4,455

7,459 8,496
4,455 30,858 24,018-73,397

1,068,878 8,781 1,060,097 8,204,949 90,780 8,114,169 8,247,924 64,852 8,183,072

-617,3562,065
504 -50917,3562,065

il15,7013,255
739 -73915,7013,2551,689489

1,689489
222,89722,1022,7683

222,89722,1022,7683

1089,351110,8996,091413

1089,351110,8996,091413

873,23186,8356,4622937221

873,23186,8356,46229372219 9 2,483 2,483

47,780 47,780 209,247 209,247 166,923 166,923
6,846
15,40614,0612,567

6,846
15,40614,0612,567

78,806
225,378104,7751,518

78,806
225,378104,7751,518

70,052
204,85586,298-1,270

70,052
204,85586,298-1,270.......

See footnotes on page 3.
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TABLE III— BUDGET RECE IPTS AND O U T LA Y S— Continued (In thousands) 09

Classification of 
OUTLAYS - -Continued

Treasury Department— Continued
Bureau of the Mint.......... .....................
Bureau of the Public Debt..... ......... ..........
Internal Revenue.Service:
Salaries and expenses..... ............ ..... .
Accounts, collection and taxpayer service.........
Compliance........... ................. ......
Interest on refunds of taxes.....
Payments to Puerto Rico for taxes collected ........
Federal tax lien revolving fund .......... ..... .
Total— Internal Revenue Service................

U. S. Secret Service....... .................... .
Office of the Comptroller of the Currency............
Interest on the public debt (accrual basis):
Public issues......................
Special issues ......................... .
Total— Interest on the public debt............ ...

General revenue sharing............ ..............
Proprietary receipts from the public............... .
Receipts from off-budget Federal agencies...........
Intrabudgetary transactions........................

Total— Treasury Department...................
Atomic Energy Commission.........................
Environmental Protection Agency:
Revolving fund for certification and other services....
Other...........................................

General Services Administration:
Real property activities:

Intragovernmental funds .........................
Construction, public buildings projects.... .......
Operating expenses, public buildings service.......
Repair and improvement of public buildings....... _.
Other............ ............ ....... .
Total— Real property activities...........

Personal property activities:
Intragovernmental funds......... .
Other............................... ....... .

This Month Current Fiscal Year to Date Comparable Period Prior Fiscal Year

Outlays ApplicableReceipts NetOutlays Outlays ApplicableReceipts NetOutlays Outlays ApplicableReceipts NetOutlays

$5694,064 $5694,064 $22,24575,909 $22,24575,909 $22,53572,465
$22,53572,465

3,33358,01259,14420,2974,272

3,33358,01259,14420,2974,272-4

36,073583,515649,993220,250101,484320

36,073583,515649,993220,250101,4849

34,363513,377597,869175,437109,467186

34,363513,377597,869175,437109,467-16$4 $311 $202
145,058 4 145,054 1,591,635 311 1,591,324 1,430,700 202 1,430,498
5,6024,884 5,6024,510 68,03347,577 68,033-4,475 67,84041,133 67,840-6,069374 52,052 47,202

1,978,541558,860 1,978,541558,860 22,898,5736,420,360 22,898,5736,420,360 18,967,2675,200,226
18,967,2675,200,226

2,537,401 2,537,401 29,318,933 29,318,933 24,167,493 24,167,493
-233 -233-15,316-74,808-149,845

6,105,922 6,105,922-368,023-205,489-1,244,229

6,636,369 6,636,369-598,466-123,406-1,254,827
15,31674,808

368,023205,489
598,466123,4063,127-149,845 -1,244,229 -Ì,25Ì,70Ò

2,636,337 90,502 2,545,835 36,625,165 626,380 35,998,785 31,732,647 773,141 30,959,506
345,435 20 345,415 2,307,791 580 2,307,212 2,393,483 475 2,393,008

1326,173 22167 -21326,006 6902,030,413 513268 1772,030,145 8461,113,538 63783 2091,113,455

34,5305,6295,44850,7572,894

34,5305,6295,44850,7572,894

22,670129,920519,715135,94023,663

22,670129,920519,715135,94023,663

-14,967174,161475,82475,79134,230

-14,967174,161475,82475,79134,230
99,258 99,258 831,909 831,909 745,039 745,039

4,3049,227 4,3049,227 31,211105,239
31,211105,239 35,24492,969 35,24492,969

î ! Ï Ï ^ ^ S ? i P T ^ N D O l ^ ^ Y s i c ? S t ï ! ! K d  fin  th o u sa n a sj



T A B L E  III—B U D G E T  R E C E I P T S  A N D  O U T L A Y S —C o n tln u e d U r n h o u s a n H s T

Classification of 
O U TLAYS— Continued

This Month Current Fiscal Year to Date Comparable Period Prior Fiscal Year

Outlays Applicable
Receipts

Net
Outlays Outlays Applicable

Receipts
Net

Outlays Outlays Applicable
Receipts

Net
Outlays

General Services Administration— Continued
Records activities:

National Archives trust fluid ................. . $532 $645 -$113 $5,019 $5,549 -$530 $4,670 $5,806 -$1,135
Other 11 • t o *««* t «t * *«t* t «««11 * • * * t *..............# 4,437 4,437 40,181 40,181 32,352 32,352

Automated data and telecommunications activities:I n t r 1 funds 9,568 9,568 17,112 17,112 -6,788 -6,788
Other0 •oocoot f r ar t vt f t T ■***■*****>••■• •“•“••• 662 662 6^592 6,592 6,096 6,096Property Yn^nncrement and dippopal activities 3,448 3,448 18^706 18,706 30^806 30*806

Preparedness Activities:
Public enterprise funds...................... . Oft 1 (*) 1 30 -29 51 179 -128Other,, ̂ , r f r.,.. t.... ......... ............. ... 2,111 2,111 8,430 8,430 9,087 9,087

General activities:
Public enterprise funds........................... 51 -51 5 965 -960 1,014 -1,014Intragovernmentalfunds .......................... 3,143 3,143 1,449 1,449 -1,656 -1*856
Other.................................... . 723 723 5,847 5,' 847 3,123 3,193

Proprietary receipts from the public:
Stockpile receipts.............................. 140,002 -140,002 1,282,162 -1,282,162 377,482 -377,4891
Other.,..................................... . 4,072 -4,072 ' 40^935 -40^935 98,289 -98*289Intrabudgetary transactions............... ........ -251 -251 -6,332 -6,332 -697 -697

Total— General Services Administration........ 137,162 144,770 -7,608 1,065,370 1,329,641 -264,272 950,297 482,769 467,529

National Aeronautics and Space Administration ......... 424,744 1,943 422,801 3,260,255 32,115 3,228,140 3,324,391 13,391 3,311,000

Veterans Administration:
Public enterprise funds:

Loan guaranty revolving fund............. 31,799 17,561 14,237 455,406 390,759 64,647 412,448 561,231 -148,783
Direct loan revolving fluid ................... . 5,323 12,663 -7,340 93,697 193,164 -99,466 123,450 364,572 -241,122
Other...................... .................. 18,094 41,028 -22,934 231,254 302,786 -71,532 227,335 289,001 -61,666

Compensation, pensions, and benefit programs ....... 743,049 743,049 9,883,445 9,883,445 9,295,715 9,295,715
Medical care ,  ̂ i T . . . . .  . .................................... ...................................................... 234,224 234,224 2,788,789 2,788,789 2,512,316 2,512,316
Insurance funds:
Government life ................................ 6,529 736 5,793 86,980 9,240 77,740 76,451 10,198 66,253
National service life.... ..................... ... 54,585 6,510 48,075 710,750 87,823 622,927 610,176 91,280 518,896

Other......... ................ .................................. .................................. 40,532 15 40,517 553,425 160 553,265 525,798 171 525,627
Proprietary receipts from the public:G o v e r n m e n t  life insnTa.nee fund, 0,  tt 11» 659 -659 7,301 -7,301 7,963 -7,963
National .«service life insurance fund ............. 37,090 -37,090 468,036 -468,036 486^697 -486.697

187 -187 2^081 -2^081 1,996 -1,996
Intrabudgetary transactions:
Payments to veterans life insurance funds:Government life insurance fund.............._. -5 -5 -45 -45 -50 -50
National service life insurance fund .................... ... -161 -161 -2,138 -2,138 -2,379 -2,379

Total— Veterans Administration.. . . . . . . . . . . . . . 1,133,968 116,449 1,017,519 14,801,563 1,461,348 13,340,214 13,781,260 1,813,107 11,968,152

Other independent agencies:
Action......... ........ ............. ... 15,191 108 15,084 165,913 298 165,614 152,460 296 152,164Administrative Conference of the United States.. . . . . . . 76 76 528 528 364 364Advisory Committee on Federal Pay........... ... 8 8 63 63American Battle Monuments Commission . . . . . . . . . . . . 317 (*) 317 4,158 3 4,155 3,425 4 3,422Arms Control and Disarmament Agency.... ... 550 (*) 550 8,801 (*) 8,800 8,686 (*) 8,685Board for International Broadcasting.............. 4,500 4,500 50,650 50,650 38,520 38,520Cabinet Committee on Opportunities for Spanish-
Speaking People .................................. 115 115 1,044 1,044 930 930Civil Aeronautics Board:

C la r ie s  and expenses ... •  • • • • • * • .  • • e• « «« *  • s«• 1,450 1,450 15,297 15,297 14*325 14,396
Payments t o  air carriers...... 6,211 6,211 73,362 73^362 72,223 79,99,3
Proprietary receipts from the public.................................. 8 -8 146 -146 132 -132

See footnotes on page 3.
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TABLE III— BUDGET R ECE IPTS  AND OUTLAYS— Continued (In thousands) 20

Classification of OUTLAYS— Continued

Other independent agencies— Continued Civil Service Commission:Payment to civil service retirement and disabilityfund.............. ....... .......... .Government payment for annuitants, employeeshealth benefits...........................Civil service retirement and disability fund ........Employees health benefits fund.................Employees life insurance fund...... ..........Retired employees health benefits fund..........Other............. .......... .Proprietary receipts from the public............Intrabudgetary transactions:Civil service retirement and disability fund: Receipts transferred to foreign serviceretirement and disability fund........ .....General fund contributions................
Total— Civil Service Commission.........

Commission of Fine Arts......................Commission on Civil Rights................ .Committee for Purchase of Products and Services of the Blind and Other Severely Handicapped ...........Consumer Product Safety.... ............. .....Corporation for Public Broadcasting... .District of Columbia:Federal payment......... ............ .....Loans and repayable advances................. .Emergency Loan Guarantee Board...................Equal Employment Opportunity Commission ..........Farm Credit Administration:Public enterprise funds.....................Proprietary receipts from the public........ ....Federal Communications Commission ...............Federal Deposit Insurance Corporation ............Federal Field Committee for Development Planning inAlaska... ............... ......... .......Federal Home Loan Bank Board:Public enterprise funds:Federal Savings and Loan Insurance Corp. Fund .. Federal Home Loan Bank Board Revolving Fund ..Interest adjustment payments ................ ..Federal Maritime Commission...................Federal Mediation and Conciliation Service...........Federal Metal and Nonmetallic Mine Safety Board ofReview...........................Federal Power Commission... .................Federal Trade Commission ................... .Foreign Claims Settlement Commission...... .....Historical and Memorial Commissions..... ......Indian Claims Commission.......... ......... .
See footnotes on page 3.

This Month

Outlays

2,383,324

38,800
499,751
.172,737

29,157
1,517
9,274

-3,646
-2,383,324

747,590

14
699

22
2,458

998

16,566
-125

4,036

501

* *3¡259 
70,047

-2,082
3,022

202
750
9302

2,372
2,437

124
676121

ApplicableReceipts

1148,829
33,558

839....5
183,226

NetOutlays

,383,324

38,800
499,751

23,909
-4,401

678
9,274
W

-3,646
-2,383,324

564,364

1,543Ü
2

14,299

15,052
2,922

(*)
-4,2692
(*)

14
699

22
2,456

998

11,566
-125

4,035

-1,042C*)
3,257

55,748

-17,134100
202
748
930

2
6,641
2,435

124
676
121

Current Fiscal Year to Date

Outlays

$2,384,236

163,114
5,668,969
1,425,169

360,240
17,312
88,720

-15,279
-2,384,236

7,708,245

135
6,055

190
18,711
47,750

191,533
153,543

-2,863
41,098

5,696

” 38,* 146 
471,421

8,380
39,332

2,707
6,488

11,783

36
26,669
32,364

5,630
10,359

1,185

ApplicableReceipts

L,487,213 
515,689 

12,041

............730

2,015,673

12,943
2,006

5

5,7882
22

694,656

385,455
34,785

NetOutlays

12,384,236

163,114
5,668,969

-62,044
-155,450

5,271
88,720

-730

-15,279
-2,384,236

5,692,572

5,285Ü

135
6,055

190
18,709
47,750

191,533
140,599

-4,868
41,093

-91
-2

38,124
-223,235

-377,075
4,547
2,707
6,475

11,782

36
26,656
32,344

5,630
5,074
1,185

Comparable Period Prior Fiscal Year

Outlays

$1,760,481

137,608
4,523,296
1,426,151

340,702
13,877
80,586

-5,541
-1,760,481

6,516,681

144
4,624

140
20

35,000

185,574
175,532

-860
28,310

5,513

"33*888
97,244

(*)
-59,465

28,975
2,988
5,385

10,641

37
22,473
26,614

768
7,066
1,060

ApplicableReceipts

1,406,890
491,760

15,644

’ *’ *L224

1,915,518

51,661
1,7292
5,6332

55,778
635,421

195,653
26,273

5,103(*)

NetOutlays

$1,760,481

137,608
4,523,296

19,262
-151,057

-1,767
80,586
-1,224

-5,541
-1,760,481

4,601,163

144
4,624

140
20

35,000

185,574
123,871

-2,589
28,308-120

-2
-21,890

-538,177

(*)
-255,119

2,702
2,988
5,357

10,641

37
22,460
26,599

768
1,963
1,060



TABLE III—BUDGET RECEIPTS AND OUTLÀY§--CSn?1nïî̂ nirtTOiiarids)

Classification of 
OUTLAYS— Continued

Other independent agencies— Continued Intergovernmental agencies:Washington Metropolitan Area Transit Authority...
Other...............»........................Interstate Commerce Commission... ............Marine Mammal Commission ...................National Capital Planning Commission.............National Commission on Libraries and Information
Science..... .......... ....................National Council on Indian Opportunity.............National Credit Union Administration.......... .National Foundation on the Arts and the Humanities.....National Labor Relations Board ............... ....National Mediation Board..........................National Science Foundation .....................Occupational Safety and Health Review Commission.....Pennsylvania Avenue Development Corporation.......
Postal Service:9Payment to the Postal Service Fund......... ....Postal Service Fund ..................President’s Council on Youth Opportunity........ .Railroad Retirement Board:Payment for military service credits ...............Railroad retirement accounts:Administrative expenses ................... .Benefit payments, etc.... ............. .Interest on refunds of taxes............ .Payment to railroad unemployment ins. account....Proprietary receipts from the public.............Intrabudge tory transactions:Railroad retirement accounts:Payment for military service credits ...........Payment from railroad retirement supplemental 

receipts transferred to railroad unemploymentinsurance account....... ..............«■Interest on advances to railroad unemploymentinsurance account.... ...................Insurance transferred to federal hospital insurance 
trust fund ..............................

T h is  M o n th
Outlays

Total— Railroad Retirement Board
Renegotiation Board.......... .Securities and Exchange Commission... .Selective Service System..............Small Business Administration:Public enterprise funds:Business loan and investment fund ..,,

Disaster loan fund............... .Lease guarantees revolving fund ......Other...... .............Proprietary receipts from the public ... Intrabudgetary transactions........
Total— Small Business Administration

See footnotes on page 3.

$6,6778573,48828175
51162,0519,5525,87223258,27951742

220,000

ApplicableReceipts

1,618231,916

-5,067

228,467
3693,6223,219

36,17220,692634-360

57,138

$2021

Ü1,023(*)4812

(*)

(*)2(*)
27,66415,558287

43,510

NetOutlays

$6,6776553,48728175
51161,0279,5525,82423258,27751742

220,000

1,618231,916

(*)

C u r r e n t  F i s c a l  Y e a r  to  D a te
Outlays

$170,4534,04838,0971341,510
45431412,30092,76455,3122,835650,7634,593556

1,698,000

22,478
21,6032,648,547

ApplicableReceipts

1,215367
(*)
1(*)24,9145239
6331

-5,067

228,467
3693,6203,218

8,5095,134346-360-1
13,628

-22,478

-5,067

3,0192 , 668,110
4,70934,60359,526

564,974637,6537,33923,634

1,233,600

(*)

NetOutlays

C o m p a r a b le  P e r io d  P r i o r  F i s c a l  Y e a r
Outlays

$170,4532,83337,7311341,510
453314-12,61592,75955,0732,829650,4324,593556

1,698,000

(*)
(*)21
22

311,088175,6345,326
..Ü
492,059

22,478
21,6032,648,547

(*)
-22,478

-5,067

3,019

$75,8254,00544,915
1,302
27721811,75966,93548,4142,814584,9143,934

1,410,00010,092,4516
21,645
20,3322,419,033185,572

ApplicableReceipts

L,200632

22,6112139P180

NetOutlays

9,935,732

2,668,109
4,70834,58259,504

253,886462,0192,01323,634-11
741,541

-21,645

-5,572
-2,245
2,016

2,439,154
4,72129,86578,988

466,6021,257,1542,46219,391
(*)

1,745,609

313,165111,5314,23311
428,939

$75,8252,805
44,283
1,302
277218-10,85266,93448,2752,814584,7343,934

1,410,000156,7196
21,645
20,3322,419,033185,572-1
-21,645

2,439,154
4,71929,85078,974

153,4371,145,623-1,77119,391-11(*)
1,316,670

IO



TABLE III— BUDGET RECE IPTS AND O U TLA Y S—Continued (In thousands N>10

Classification of OUTLAYS— Continued
This Month

Outlays ApplicableReceipts NetOutlays

Current Fiscal Year to Date

Outlays ApplicableReceipts NetOutlays

Comparable Period Prior Fiscal Year

Outlays ApplicableReceipts NetOutlays

Other independent agencies— Continued
Smithsonian Institution ........ ..................
Subversive Activities Control Board...............
Tariff Commission.... ......... ............... .
Temporary Study Commissions...................
Tennessee Valley Authority:
Tennessee Valley Authority fund.................
Proprietary receipts from the public.............

Total— Tennessee Valley Authority............
United States Information Agency:
Salaries and expenses..... ....................
Acquisition and construction of radio facilities....
Other.............................. ..... ....
Proprietary receipts from the public.............

Total— U. S. Information Agency............ ...
United States Railway Association ................
Water Resources Council:
Planning expenses and other....................
Intrabudgetary transactions..................

Total— Other independent agencies.............
Undistributed intragovernmental transactions:

Federal employer contributions to retirement and 
social insurance funds:
Legislative Branch:
United States Tax Court:
Tax court judges survivors annuity fund......

The Judiciary:
Judicial survivors annuity fund................

Health, Education, and Welfare Department: 
Federal old-age and survivors insurance trust
fund......................................
Federal disability insurance trust fund.........
Federal hospital insurance trust fund....... ...

State Department:
Foreign service retirement and disability fund... 

Other independent agencies:
Civil Service Commission:
Civil service retirement and disability fund.... 

Receipts from off-budget federal agencies:
Other independent agencies:

Civil Service Commission:
Civil Service Retirement and Disability Fund
Subtotal..... ........ ................

See footnotes on page 3.

7,914
3

835
992

149,060

149,060

38,367
62

602

39,031

350

1,110
-162

1,682,821

-124

-64,000
- 8,000

-13,000

-841

-140,834

-179,358

-406,158

m

7,913
3

835
992

$83,888
11

7,079
7,181

$14

550

$83,87411
7,079
6,631

$70,554
338

5,579
10,712

$11(*)
(*)

66,835
4

82,225
-4

1,265,145 864,038
32

401,107
-32

1,130,516 763,026
26

66,839 82,220 1,265,145 864,070 401,075 1,130,516 763,052

45

38,367
62

602
-45

207,773
1,534
5,194

548

207,773
1,534
5,194

-548

198,529
2,388
5,607

411

45 38,986 214,501 548 213,953 206,524 411

50

350

1,060
-162

1,200

9,858
-2,155

906

1,200
8,952

-2,155
8,655

-1,809
923

329,622 1,353,200 17,463,795 4,542,384 12,921,411 25,496,462 14,047,125

-124

-64,000
- 8,000

-13,000

-841

-140,834

-179,358

-30

-751

-677,000
-87,000

-147,000

-9,323

-1,755,618

-642,031

-30

-751

-677,000
-87,000

-147,000

-9,323

-1,755,618

-642,031

-30

-743

-615,000
-80,000- 121,000

-8,802

-2,101,029

-406,158 -3,318,754 -3,318,754 -2,926,604

$70,544
338

5,579
10,712

367,490
-26

367,464

198,529
2,388
5,607

-411

206,113

7,732
-1,809

11,449,337

-30

-743

-615,000
-80,000- 121,000

-8,802

-2,101,029

-2,926,604



T A B L E  III— B U D G E T  R E C E I P T S  A N D  O U T L A Y S —C o n tin u e d  (In th o u san d s)

Classification of
This Month Current Fiscal Year to Date Comparable Period Prior Fiscal Year

OUTLAYS— Continued Outlays Applicable Net Outlays Applicable Net Outlays Applicable NetReceipts Outlays Receipts Outlays Receipts Outlays

Undistributed intragovernmental transactions— ContinuedInterest on certain Government accounts:Interest credited to certain Government accounts:The Judiciary:Judicial survivors annuity fund........... . -$79 -$79 -$428 -$428 -$360 -$360Defense Department:Civil:Soldiers* and Airmen's Home permanent fund. Health, Education, and Welfare Department:
-2,617 -2,617 -4,112 -4,112 -3,101 -3,101

Federal old-age and survivors ins. trust fund... "Fpdpr̂ l inŝ iranpp trust fund 1111 f 111 t -875,433-222,352-203,598
-875,433-222,352 -2,039,730-479,022-405,523

-2,039,730-479,022-405,523
-1,847,842-434,739-195,673-43,070

-1,847,842-434,739-195,673-43,070
Fpdfral hospital insurance trust fund • • -203̂ 598
Federal supplementary medical ins. trust fund.. Interior Department:

-32,952 -32,952 -77Ì243 -77',243
Indian tribal funds t, 111111111111111111111 f 11» -5,346 -5,346 -18,968 -18,968Labor Department:Unemployment trust fund T........ t...... -229,636 -229,636 -649,666 -649,666 -487,330 -487,330State Department:Foreign service retirement and disability fund .. Transportation Department: -1,823 -1,823 -3,752 -3,752 -2,986 -2,986

-20,972-208,301 -20,972-208,301 -28,107 -28,107-414,574-414,574 -246,740 -246,740Veterans Administration: -15,263-161,578 -15,263-161,578 -31,098 -31,098 -31,053 -31,053-308,959-338,258 -338,258 -308,959
Civil Service Commission:C iv i l  S P fV lC P  r e t ir e m e n t  and d is a b il i t y  fund* t T t , -815,396 -815,396 -1,837,601 -1,837,601 -1,566,219 -1,566,219Railroad Retirement Board:Railroad r e t ir e m e n t  a o e o u n ts  , ,  t » * » » » t » 1 1 » » 1 1 * -93,361-87 -93/361-87 -257,039-2,907 -257,039-2,907 -263,622-1,667 -263,622O th e r*  * rTTTTTTT. T. . r . - - - - - - - .................... ... -1,667Adjustment of interest on public debt issues to 2,237,914convert to the accrual basis..... ............ 2,237,914 -45,238 -45,238
Subtotal..................................... -645,534 -645,534 -6,619,644 -6,619,644 -5,452,330 -5,452,330
Total—Undistributed intragovernmentaltransactions............... ...... -1,051,691 -1,051,691 -9,938,397 -9,938,397 -8,378,934 -8,378,934
Total outlays............... ........... 28,333,186 $4,210,567 24,122,619 302,505,087 $34,162,135 268,342,952 289,082,372 $42,556,387 246,525,985

TOTAL BUDGET (Net Totals) (Net Totals) (Net Totals)
Receipts ( +).............. .................. 31,174,158 264,847,484 232,225,472
Outlays (-)................................. -24,122,619 -268,342,952 -246,525,985

7,051,539 -3,495,468 -14,300,514

MEMORANDUM
Receipts offset against outlays (In thousands)

Current Fiscal Year to Date
Proprietary receipts.... ........... ........  $14,182,933Receipts from off-budget Federal agencies.... . 205,489Intrabudgetary transactions.................... 23,906,242

Total receipts offset against outlays.........  38,294,664

Comparable Period Prior Fiscal Year
$9,710,856123,40623,302,994
33,137,256 K)CO



24 T A B L E  IV - M E A N S  OF F IN A N C IN G  (In thousands

Classification Net Transactions (-) denotes net reduction of either liability or assets accounts
Account Balances Current Fiscal Year

(Assets and Liabilities Directly Related to the Budget) This Month Fiscal Year to Date Beginning of Close of
This Year Prior Year This Year This Month This Month

LIABILITY ACCOUNTS
Borrowing from the public:Public debt securities, issued under general financing authorities:

Obligations of the United States, issued by:U n it e d  S t a t e s  Treasury............................................................................................... $384,779 $16,918,210 $30,881,144 $458,141,605 $474,675,036 $475,059,816Federal Financing Bank......... ...............
Total, Public debt securities................... 384,779 16,918,210 30,881,144 458,141,605 474,675,036 475,059,816

Agency securities, issued under special financing authorities (See Schedule B. For other agency borrowing, see Schedule C.)..................... 37,312 911,797 215,501 11,109,063 11,983,547 12,020,859
Total Federal securities..................... 422,092 17,830,007 31,096,645 469,250,668 486,658,583 487,080,675

Deduct:
Federal securities held as investments of 
Government accounts (See Schedule D ) ............ 4,298,856 14,812,642 11,821,634 125,381,073

825,000
135,894,859

825,000
140,193,715

825,000
Non-interest-bearing public debt securities held by International Monetary Fund ..............

Total borrowing from the public............. -3,876,764 3,017,365 19,275,011 343,044,595 349,938,724 346,061,960
Accrued interest payable on public debt securities......... -1,733,529

-2,237,914

46,613 

10 368,612

232,388 2,874,000 4,654,142

2,606,526

2,920,613

368,612
Deduct:
Accrued interest receivable on public debt securities held as investments of government accounts.......

Total accrued interest payable to the public..... 504,385 -321,999 232,388 2,874,000 2,047,616 2,552,001
Deposit funds:
Allocations of special drawing rights........... ....... 276,733 2,490,6063,653,452 2,767,3393,821,411 2,767,3393,141,564Other.................................. ......... -679,847 "Owj I l*z

Miscellaneous liability accounts (includes checks outstanding etc.) .................................. -370,439 -1,027,887 -2,408,909 7,493,885 6,836,437 6,465,998
Total liability accounts....... ............ -4,422,665 1,432,323 16,212,715 359,556,538 365,411,526 360,988,861

ASSET ACCOUNTS (Deduct)
Cash and monetary assets:Within General Account of the U. S. Treasury...........With other Government officers:Special drawing rights:Total holdings........................ ........

2,850,296 -3,389,316 2,068,167 13,741,307 7,501,695 10,351,990

31,968 1,949,450-400,000 2,162,770
-400,000

2,194,738-400,000Certificates issued to Federal Reserve Banks.......
Balance ................................... 31,968 -8,181 1,549,450 1,762,770 1,794,738

Other......................................... 245,759-542,000 -1,264,07150,000 2,423,691565,533 2,464,3651,082,292
•2,710,123540,292With International Monetary Fund..................... -25,241

Total cash and monetary assets........... 2,586,023 -2,882,837 845,915 18,279,981 12,811,121 15,397,144
Miscellaneous asset accounts......................... 51,508 325,735 858,229 2,669,512 2,943,739 2,995,247

Total asset accounts.................... 2,637,531 -2,557,101 1,704,145 20,949,492 15,754,860 18,392,391
Excess of liabilities (+) or assets (-)................... -7,060,195 +3,989,425 +14,508,571 +338,607,046 +349,656,666 +342,596,470
Transactions not applied to current year’s surplus or deficit (See Schedule A for details)....................... . 8,656 -493,957 -208,057 -502,613 -493,957
Total budget financing [Financing of deficit (+) or disposition of surplus (-)]........................... -7,051,539 +3,495,468 +14,300,514 +338,607,046 +349,154,052 +342,102,513

See footnotes on page 3.



TABLE IV— SCHEDULE A -A N A L Y S IS  OF CHANGE IN EX C ESS  OF LIABILITIES (In thousands) 25

Classification

Excess of liabilities beginning of period:
Based on composition of unified budget in preceding period . 
Adjustments during current fiscal year for changes in 
composition of unified budget:
Reclassified from deposit fund (liability) account to 
budget account:Transportation Department:Federal Highway Administration:Advances from state cooperating agencies......

Excess of liabilities beginning of period (current basis)......
Budget surplus (-) or deficit:
Based on composition of unified budget in prior fiscal year., 
Adjustments during current fiscal year for changes in 
composition of unified budget.......................

Budget surplus (-) or deficit (Table ID).................
Transactions not applied to current year's surplus or deficit:Seigniorage........................... |............Increment on gold...............................Conversion of interest receipts of government accounts toan accrual basis ...................................Off-budget Federal agencies:Export-Import Bank of the United States............ .Postal Service....... ........................Rural Electrification and Telephone revolving fund .*! .* Federal Financing Bank ..................... .....

Total— Transactions not applied to current year's surplus or deficit... ...............................
Excess of liabilities close of period.......................

This
Month

1349,656,772

-107
349,656,666

-7,051,539

-7,051,539

-47,442

Fiscal Year to Date

This Year

$338,607,152

-107
338,607,046

3,495,468

3,495,468

-320,707-1,219,103
3 -323,374

144,218 1,236,297-299,413 11 446,90393,981 571,940100,000 102,000
-8,656

342,596,470
493,957

Prior Year

$324,098,582

-107
324,098,475

14,300,514

14,300,514

-399,800

548,060
’ 59,797

208,057
342,596,470 338,607,046

TABLE IV—SCHEDULE B-AGENCY SECURITIES, ISSUED UNDER SPECIAL  

FINANCING AUTHORITIES (In thousands)

Classification
Net Transactions (-) denotes net reduction of liability accounts

Account Balances Current Fiscal Year

This Month
Fiscal Year to Date Beginning of Close of

This Year Prior Year This Year This Month This Month

Agency securities, issued under special financing authorities:Obligations of the United States, issued by:Export-Import Bank......................... -$2,790 $672,684 $402,401 $2,221,056 $2,896,530 $2,893,740
Obligations Guaranteed by the United States, issued by: Defense Department:Family Housing Mortgages........ ........ . -8,053 -94,025 -102,761 1,480,838 1,394,865 1,386,813Housing and Urban Development Department:Federal Housing Administration................ -1,984 -3,597 -42,120 411,650 410,038 408,053Transportation Department:Coast Guard:Family Housing Mortgages.................. -172 -164 2,628 2,456 2,456Obligations not guaranteed by the United States, issued by: Defense Department:Homeowners' Assistance Mortgages.............Housing and Urban Development Department: Government National Mortgage Association.......

80 576
-110,000

-4

-1,592
-440,000

-19

2,711
4,480,000

3,207
4,370,000

3,287
4,370,000Treasury Department:Federal Farm Mortgage Corporation Liquidation Fund ................................... 65 61 61Independent Agencies:Federal Home Loan Bank Board:Federal Home Loan Bank Board Revolving Fund.... Homeowners’ Loan Corporation.............. 5,279-3 -241 4,911203 10,190 10,190200-4 200Postal Service...... I.................... 250,0002,255,000 250,0002,646,000 250,0002,696,059Tennessee Valley Authority................... 50,059 441,059 400,000

Total, Agency Securities.................. 37,312 911,797 215,501 11,109,063 11,983,547 12,020,859
See footnotes on page 3.



26 TABLE IV -SCHEDULE C (MEMORANDUM)—AGENCY BORROWING FINANCED THROUGH

ISSU E S  OF PUBLIC DEBT SECURITIES (in thousands)

Transactions Account Balances
Classification Current Fiscal Year

This Month Fiscal Year to Date Beginning of Close of
This Year Prior Year This Year This Month This Month

B o rro w ing fr o m  the Treasury: '
Agency for International Development.............. -$28,756 -$46,491 -$42,561 $373,802 $356,067 $327,310Commodity Credit Corporation... ............... -148,666 -2,256,284 -636,690 10,864,319 8,756 , 702Export-Import Bank of the United States............ 141,777 569,238 144,234 1,887,665 2,315,126 2,456,902602,000Federal Financing Bank........................ 600,000 602,000 2,000Federal Housing Administration:General insurance fund........................ 476,000 448,000 831,000 1,307,000 1.307.0001.155.000Special risk insurance fund.................... 345,000 528,000 810,000 1,155,000Government National Mortgage Association:Management and liquidating functions............. -5,100 -5,320 -601,160 80,220 80,000 74,900Special assistance functions.................... 9,320 86,020 -127,595 2,972,415 3,049,115 3,058,435Health, Education, and Welfare Department:Commissioner of Education, student loan insurancefund.................................... -12,000 -15,000400,694 15,000512,105 15,0006,562,642 12,0006,762,742Rural Electrification Administration............... 200̂ 594 6.983,336Rural Telephone Bank......................... 7,865 49,422-2,200 41,557121,076 49̂422121,076Saint Lawrence Seaway Development Corporation...... -3,500 123,276Secretary of Agriculture, Farmers HomeAdministration:Rural housing insurance fund................... 125,000 925,000 555,718 1,355,718 1,480,718Direct loan account.......................... -597,960224,094378,711
Agricultural credit insurance fund............... 676,000378,711 676,000378,711 676,000388,711Rural development insurance fund................ 10,000 10,000Secretary of Commerce:National Oceanic and Atmospheric Administration,Federal ship financing fund.... ............... -275 275 275Secretary of Housing and Urban DevelopmentDepartment:College housing loans......... ............ . 30.000 8,21410.000

2,811,00011,046340,500800,000

2,811,00053,879360,500800,000

2,811,00053,879360,500800,000
National flood Insurance fund............. ..... 42,83320,000Public facility loans.........................Urban renewal fund .........................Secretary of the Interior:Bureau of Mines, helium fund.................. 1,020 251,650 251,650 251,650Secretary of Transportation:Washington Metropolitan Area Transit Authority.... -4,505 4,505 4,505Smithsonian Institution:John F. Kennedy Center parking facilities......... 20,400100,00022,114

20,400100,00022,114
20,400100,00022,114

Tennessee Valley Authority....................United States Information Àeencv.................Veterans Administration:Veterans direct loan program.... ............. 1,730,078 1,730,078 1,730,078Defense Production Act of Ï950, as amended:General Services Administration................ 1,877,50097,740 1,877,50098,608 1,877,500Secretary of Agriculture...................... 867 3,678Secretary of the Interior, Defense MineralsExploration Administration.................... 38,800 38,800 38,800D. C. Commissioners: Stadium sinking fund, ArmoryBoard, D. C ................ ...... ......... 416 100 832 416
T o ta l B o rro w ing from  the Treasury............... 900,450 1,197,000 298,470 34,237,208 34,538,757 35,434,207

B o rro w ing fr o m  the Fed era l F in a n cin g  B an k :

Postal Service................. .............. 500,000 500,000 500,000
T otal B orro w ing fr o m  the F ed era l F in an cin g  B a n k......... 500,000 500,000 500,000

Total Agency Borrowing from the Treasury andFederal Financing Bank..................... 1,400,450 1,697,000 298,470 34,237,208 34,533,757 35,934,207
Deduct: Federal Financing Bank borrowing fromthe Treasury13........................... 500,000 500,000 500,000

Total Agency borrowing financed through issues of Public Debt Securities....................... 900,450 1,197,000 298,470 34,237,208 34,533,757 35,434,207
See footnotes on page 3,



TABLE IV -SCH EDU LE D -IN V E ST M E N T S  OF GOVERNMENT ACCOUNTS  

IN FEDERAL SECURIT IES (In thousands)

27

Classification
ITet Purchases or Sales (-) Securities Held as Investments Current Fiscal Year

This Month Fiscal Year to Date Beginning of Close of This MonthThis Year Prior Year This Year This Month
Federal Funds:Agriculture Department:Agencv securities........................... -$6,noo -16*000 $53 9115 $47,215 $47 215
Commerce Department...................... . 14,800 9,750 48,111 62,911 62,911
Housing And Urban Development Department:Federal Housing Administration:Federal housing administration fund:Public debt securities.................... -$491 68,450 40,006 1,138,378 1,207,318 1,206,827Agency securities..................... -29 -5,711 -9,029 196,997 191,315 191,286Government National Mortgage Association:Special assistance function fund:Agency securities........................ -1,149 -5,731 -6,839 90,533 85,951 84,802Management and liquidating functions fund:Agency securities...................... -412 -916 -2,316 48,036 47,532 47,120Guarantees Of Mortgage-Backed Securities:Public debt securities.................... 825 7,876 4,661 8,082 15,133 15,958Agency securities........ ...............Participation sales fund:Public debt securities.................... 43,915 191,193 277,167 877,116 1,024,394 1,068,309Agency securities........................ -22,215 -7,455 21,650 120,125 134,885 112,670Housing Management:Community disposal operations fund:Public debt securities.... ................ -154Agencv securities......................... 388 388 388Rental housing assistance fund ................ 902 11,001 5,828 8,571 18,670 19,572New Communities Administration:New communities fund ..... ................ 770 3,640 3,511 8,338 11,208 11,978Federal Insurance Administration:National insurance development fund............ 4,800 5,826 80,986 85,786 85,786
Treasury Department...................... -429,529 -570,156 347,464 2,934,101 2,793,474 2,363,945
Veterans Administration:Veterans reopened insurance fund............... 9,027 31,322 32,787 252,993 275,288 284,315Veterans special life insurance fund............. 9,795 37,937 31,610 352,638 380,780 390,575Servicemen's group life insurance fund........... -11,361
Other independent agencies:Emergency Loan Guarantee Board............... 4,755 3,230 4,315 9,070 9,070Federal Savings and Loan Insurance Corporation:Public debt securities.............. , t, 17,216 377,767 258,192 2,906,576 3,267,127 3,284,343Agencv securities .................... 141,950 141,950 141,950National Credit Union Administration............. -620 13,680 10,904 27,089 41,389 40,769
Other...............t .,., 7,675 37,410 34,740 133,220 162,955 170,630

Total public debt securities................ -340,515 234,474 1,054,160 8,780,514 9,355,503 9,014,988Total agencv securities.................. -23,804 -25,812 -4,134 651,243 649,235 625,431
Total Federal funds.................... -364,319 208,662 1,050,027 9,431,757 10,004,738 9,640,419

Trust Funds:Legislative Branch:Library of Congress........................ -11United States Tax Court...................... 50 48 349 398 398
The Judiciary:Judicial Survivors Annuity Fund................ 148 907 914 8,148 8,907 9,055
Agriculture Department........................ 95 -91 -65 1,033 847 942
Commerce Department......................... 5 -40 125 130 130
Defense Department........................... -60 86 65 1,017 1,163 1,103
Health, Education, and Welfare Department:Federal old-age and survivors insurance trust fund:Public debt securities................ ..... 551,224 2,216,641 2,298,046 34,945,623 36,611,040 37,162,264Agency securities............ ........... . 555,000 555,000 555,000Federal disability insurance trust fund........... 220,920 391,359 791,575 7,803,229 7,973,668 8,194,588Federal hospital insurance trust fund:Public debt securities...................... 249,040 3,641,990 1,338,407 4,172,365 7,565,315 7,814,355Agency securities......................... 50,000 50,000 50,000Federal supplementary medical insurance trust fund... 27,508 531,054 221,556 699,631 1,203477 1,230'685Other...................... .......... ...» 100 -97 82 182 182



28 TABLE IV-SCHEDULE D— IN V E ST M EN T S  OF GOVERNMENT ACCOUNTS  
IN FEDERAL SEC U R IT IES—Continued (In thousands)

Net Purchases or Sales(-) Securities Held as Investments Current Fiscal YearClassification

Trust Funds— Continued Interior Department..

Labor Department:Unemployment trust fund........ .........Other.......................... .....
State Department:Foreign service retirement and disability fund... Other........ ............... ........
Transportation Department:Airport and Airway trust fund............. .Highway trust fund......................Other................ ....... .
Treasury Department.....................
General Service Administration..............
Veterans Administration:Government life insurance fund.............National service life insurance fund:Public debt securities..................Agency securities....................General Post Fund National Homes..........
Other independent agencies:Civil Service Commission:Civil service retirement and disability fund:Public debt securities................Agency securities....................Employees health benefits fund...........Employees life insurance fund...........Retired employees health benefits fund......Federal Deposit Insurance Corporation.......Railroad Retirement Board:Public debt securities..................Agency securities.....................

Total public debt securities...... .......Total agency securities....... ..........
Total trust funds.....................

Off-budget Federal agencies:Postal Service:Public Debt securities................... .Agency securities.......................Rural Electrification and Telephone Revolving Fund
Total public debt securities..............Total agency securities.................
Total Off-budget Federal agencies.......

Grand Total..............................
MEMORANDUM

Investments in securities of privately owned Government -sponsored enterprises:Milk market orders assessment fund.............. .
Total...................H. . . . . .

This Month

-180

-72,193

38,213

95,468
11,386

-4,650

-140

8,264

136,576

-700

3,214,114

’ -21,714
5,541

-56,051

-28,404

4,374,505

4,374,505

293,820
-5,350200

294,020
-5,350

288,670

4,298,856

Fiscal Year to Date
This Year

$1,151

1,164,643

38,884
-90

877,839
2,049,152

-13

4,450

607

-38,860

177,823

3,465,344

57,144
154,044
-7,300

224,983

-59,778

14,892,123

14,892,123

-310,058
17,775
4,140

-305,918
17,775

-288,143

14,812,642

Prior Year

$39

1,144,212
-42

5,993
60

1,093,670
-10

5,985

1,325

-26,895

272,281

3,197,590

-17,546
151,656

5,300
537,323

24,125

11,045,464

11,045,464

-180,898
-99,410

6,451

-174,447
-99,410

-273,857

11,821,634

200
200

I
l Note: Investments are in public debt securities unless otherwise noted.



T A B LE  V —COM PARATIVE STA T EM EN T  OF BUDGET R E C E IP T S  AND O U TLA YS  
BY MONTHS OF CU RREN T F IS C A L  YEAR(F ig u r e s  a re  rounded in  m illio n s  o f d o lla r s  and m ay not add to to tals)
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Classification

RECEIPTS
Individual income taxes... ...........Corporation income taxes...........Social insurance taxes and contributions:Employment taxes and contributions...Unemployment insurance...........Contributions for other insurance andretirement......................Excise taxes......................Estate and gift taxes................Customs.........................Miscellaneous... ................

Total— receipts this year.........
Total-receipts p r io r  yea r• . •.........

OUTLAYS
Legislative Branch... ..... ....... ..The Judiciary......................Executive Office of the President.......Funds appropriated to the President: International security assistance ........International development assistance.....Other..........................Agriculture Department:Foreign assistance, special export programs and Commodity Credit CorporationOther...... ..... ...... .Commerce Department...............Defense Department:Military:Department of the Army....... .Department of the Navy....... .Department of Air Force..........Defense agencies........ .......Civil defense... ...............Allowance undistributed...........

Total Military................
Civil..........................Health, Education, and Welfare Department:Social and Rehabilitation Service......Federal old-age and survivors insurancetrust fund................... .Federal disability insurance trust fund... Federal hospital insurance trust fund .... Federal supplementary medicalinsurance trust fund........ ......Other..........

July Aug. Sept. Oct. Nov. Dec. Jan. Feb. March April May June
FiscalYearToDate

Comparable Period Prior F. Y.

18,814 $9,279 811,707 $9,230$10,006 $9,134 $14,327 $8,601 $3,219 $14,764 $5,641 $14,029 118,750 103,2461,350 695 5,247 1,053 652 6,096 1,562 819 5,549 5,463 1,100 9,077 38,664 36,153
4,608 7,087 4,989 4,144 5,578 3,761 4,609 7,294 5,287 5,994 7,505 5,037 65,894 54,876382 1,357 103 217 825 90 245 761 96 552 2,190 88 6,907 6,051
346 334 317 351 321 298 378 346 338 351 340 329 4,049 3,6141,538 1,434 1,436 1,459 1,563 1,536 1,263 1,315 1,211 1,275 1,391 1,464 16,885 16,260398 494 373 454 462 333 455 423 465 371 437 344 5,009 4,917276 303 238 291 301 224 304 239 277 286 295 301 3,334 3,188409 308 597 437 501 515 334 429 377 602 343 503 5,355 3,921

18,121 21,291 25,007 17,637 20,209 21,987 23,476 20,226 16,818 29,657 19,243 31,174 264,847
15,210 18,102 22,394 14,633 16,746 18,976 21,132 18,172 15,878 25,870 16,576 28,536 , 232,225

50 48 43 47 53 59 58 55 77 46 52 37 625 54016 17 (**) 14 19 18 16 15 16 34 1 40‘ 205 1835 4 6 4 7 5 6 6 7 5 10 6 71 49
27 42 -31 35 177 -138 51 95 64 5 62 810 1,200 1,17688 146 88 140 103 96 131 101 104 143 92 168 1,398 1,027113 111 92 108 72 118 149 144 170 114 116 104 1,412 1,529

1,872 167 -148 340 340 1 -49 -143 -120 -121 -156 -164 1,819 4,383454 680 397 458 822 136 1,258 690 802 656 948 704 8,003 5,64595 128 123 131 129 103 143 107 115 105 125 154 1,457 1,368

1,228 1,952 1,653 1,857 1,900 1,711 1,809 1,703 1,856 1,822 1,915 2,048 21,454 20,1851,482 1,935 1,765 1,897 2,089 1,928 2,142 1,974 2,156 2,044 2,295 2,251 23,958 22,4701,760 2,044 1,963 2,023 1,986 1,865 1,942 1,822 2,146 2,133 2,114 2,122 23,919 23,627563 721 646 738 664 615 789 782 497 699 838 688 8,240 6,941(**) 10 5 7 7 4 8 4 7 6 8 7 75 74

5,033 6,662 6,032 6,523 6,647 6,123 6,690 6,285 6,662 6,703 7,170 7,115 77,646 73,297
63 144 153 167 172 120 124 108 103 117 166 246 1,682 1,703

739 1,163 875 1,773 1,333 966 1,195 880 1,555 1,011 1,516 1,180 14,186 13,403
3,805 3,828 4,024 3,929 3,980 3,889 4,065 3,994 4,051 4,287 5,251 4,395 49,498 43,625503 496 520 513 525 464 510 514 549 582 605 597 6,380 5,468573 599 534 657 626 650 698 681 724 731 802 768 8,044 6,842
220 255 208 255 251 302 292 281 303 289 316 308 3,279 2,6351,063 861 1,234 287 748 1,111 1,237 1,512 982 1,516 175 1,609 12,333 10,070

See footnotes on page 3.



30 TABLE V«CO M PARATIVE STATEM ENT OF BUDGET RECEIPTS AND OUTLAYS
BY M ONTHS OF CURRENT FISCAL YEAR«Contlnued(F ig u r e s  a r e  rounded in  m illio n s  of d o lla r s  and m ay not add to to ta ls)

Classification July Aug. Sept. Oct. Nov. Dec. Jan. Feb. March April May June
FiscalYearToDate

Comparable Period Prior F. Y.
OUTLAYS— Continued

Housing and Urban DevelopmentDepartment.................... $853 $750 .$656 $383 $42 $286 $317 $242 $229 $282 $326 $373 $4,739 $3,592Interior Department............... -1,101 167 143 112 148 -249 -918 72 58 -2,014 94 -1,383 -4,872 -2,236Justice Department............... I3l 172 136 137 132 126 177 149 156 152 166 165 1,797 1,531Labor Department:Unemployment trust fund......... 365 383 337 379 364 420 648 664 708 662 623 596 6,148 5,354Other........................ 337 322 165 203 231 194 231 202 238 200 247 251 2,822 3,285State Department................ 120 75 66 60 63 77 62 26 46 64 42 32 732 591Transportation Department:Highway trust fund.............. 244 438 418 474 492 357 379 203 240 294 339 610 ■ 4,487 4,760Other........................ 233 315 279 284 277 306 315 258 317 272 32C 450 3,627 3,423Treasury Department:Interest on the public debt........ 2,317 2,340 2,406 2,445 2,403 2,476 2,530 2,396 2,490 2,465 2,514 2,537 29,319 24,167Interest on refunds, etc........... 15 23 15 37 17 13 10 10 32 14 17 23 226 182General Revenue Sharing .......... 1,495 -3 16 1,495 29 1,532 1 (**) 1,540 1 (**) 6,106 6,636Other........................ 36 -76 114 -214 117 -119 -11 115 118 152 130 -14 348 -26Atomic Energy Commission......... -108 221 177 190 201 203 171 209 230 235 233 345 2,307 2,393Environmental Protection Agency..... 55 88 65 99 108 93 107 90 566 266 167 326 2,030 1,114General Services Administration ..., 97 3 30 -23 -16 -14 19 -38 -158 -56 -101 -8 -264 468National Aeronautics and SpaceAdministration................. 278 262 246 249 246 221 251 231 252 293 278 423 3,228 3,311Veterans Administration:Compensation, pension, and benefitprograms.................... 700 779 698 772 899 858 881 87S 905 893 875 743 9,883 9,296Government life insurance fund.... 9 6 5 7 5 6 7 5 7 7 8 6 78 66National service life insurance fund... 56 56 46 53 42 46 63 45 58 57 54 48 623 519Other........................ 332 209 218 224 245 231 251 157 222 206 241 221 2,756 2,087Other independent agencies:Civil Service Commission ......... 360 432 481 487 464 479 446 471 500 498 510 564 5,693 4,601
Postal Service................. 1,373 105 220 1,698 1,567
Small Business Administration..... 121 2 20 60 97 20 1Ò1 20 9 23 19 37 14 742 1,317
Tennessee Valley Authority....... 21 33 46 39 22 55 164 -156 33 32 31 82 401 367Other........................ 399 242 610 574 264 315 270 142 369 385 342 473 4,388 3,597

Undistributed intragovernmentaltransactions:Federal employer contributions toretirement fund............... -265 -258 -247 -257 -246 -221 -306 -284 -278 -283 -269 -406 -3,319 -2,927
Interest credited to certainaccounts.................... -586 -412 -602 -593 -470 -595 -623 -393 -621 -584 -494 -646 -6,620 -5,452

Total outlays— this vear...... 22,607 22,139 20,736 23,092 22,099 19,686 23,671 21,030 22,905 22,273 23,981 24,123 268,343
T o ta l O u tla y s—p r io r  vear-. _. _ T,,, 1 8 ,5 0 2 2 0 .6 8 9 1 8 ,4 4 8 2 0 ,0 5 7 2 1 ,2 3 4 1 9 ,6 4 8 2 3 ,6 6 5 2 0 ,2 0 3 2 0 ,7 8 4 2 2 .2 3 4 1 9 ,9 9 5 2 1 ,0 6 9 2 4 6 ,5 2 8

Surplus (+) or deficit (-) this year -4,486 -847 +4,271 -5,455 -1,891 +2,302 -195 -804 -6,086 +7,384 -4,739 +7,052 -3,495
S u rp lu s (+ ) o r  d e fic it  (•J p r io r  year• r*...tt1tl -3 ,2 9 1 -2 ,5 8 7 + 3 ,9 4 6 -5 ,4 2 5 -4 ,4 8 7 -6 7 3 -2 ,5 3 3 -2 ,0 3 1 -4 ,9 0 5 + 3 ,6 3 6 -3 ,4 1 9 + 7 ,4 6 6 -14.303

See footnotes on page 3.



TABLE VI—TRU ST  FUND IMPACT ON BUDGET RESU LT S AND INVESTMENT HOLDINGS (In millions) 31

Classification
Current Month

Receipts Outlays
Excess of receipts or outlayŝ )

Fiscal Year to Date

Receipts Outlays
Excess of receipts or outlayŝ )

Securities Held as Investments Current Fiscal Year

Beginning of Close of
This Year This month this month

$35,501 $37,166 $37,7177,803 7,974 8,1954,222 7,615 7,864
700 1,203 1,23130,866 31,117 34,331

1,468$,636 1,6885,917 1,6725,861782 878
5,550 7,588 7,5991 2 2
4,609 4,578 4,54910,957 12,194 12,1217,428 7,423 7,567112 123 157

114,852 125,370 129,745

Trust receipts, outlays, and invest
ments held:

Federal old-age and survivors
insurance....... ...........
Federal disability insurance....
Federal hospital insurance......
Federal supplementary medical
insurance...................
Federal employees retirement. 
Federal employees life and health
benefits.....................
Federal Deposit Insurance Corp..
Airport and airway............
General Revenue Sharing.......Highway.....................
Indian tribal funds............
Military assistance advances....
Railroad retirement...........
Unemployment.............. .
Veterans life insurance........
All other trust................
Trust funds receipts and outlays 
on the basis of Table HI and 
investments held from 
Table IV--B........ .

Intragov. receipts offset against 
trust fund outlays.............
Total trust fund receipts and 
outlays....................

Federal fund receipts and outlays on
the basis of Table in.............
Intragov. receipts offset against 
Federal fund outlays........
Total Federal fund receipts and 
outlays ......... ..... .

Total interfund receipts and outlays ..
Net budget receipts and outlays......

,370611908
144186

149
88

12,472

25,169
-6,467
31,174

$3,455367554
100-3,521

9,087

21,502
-6,467
24,123

244354
443,706

$47,7776,14710,556
1,7032,345

8406,0556,260

1,4146,907
" ”34

$45,4315,7406,993
1,173-979
-212-2934936,1064,162-4-4922,3865,457-146-274

$2,3474083,563
5303,325
212293347-512,0994492-9721,449146308

3,385 90,038

15,865

14,499

3,385 105,903 91,405 14,499

3,667 180,864
152

198,858
152

-17,994

3,667 181,017 199,011 -17,994
-22,072 -22,072

7,052 264,847 268,343 -3,495

See footnotes on page 3.
Note: Interfund receipts and outlays are transactions between Federal funds and trust funds, such as, Federal payments and contributions, Federal employer contributions, and interest and profits on investments in Federal securities. They have no net effect on overall budget receipts and outlays since the receipt side of such transactions is offset against budget outlays. In this table, interfund receipts are shown as an adjustment to arrive at total receipts and outlays of trust funds and Federal funds respectively. Included in total interfund receipts and outlays are $6,055 million in federal funds transferred to trust funds for general revenue sharing.



32 TABLE V II—SU M M ARY  OF RECE IPTS BY SO URCE AND OUTLAYS BY FUNCTION (In thousands)

Total Budget
Source

This Month Fiscal Year To Date Comparable Period Prior Fiscal Year

NET RECEIPTS
Individual income taxes............................................... $14,029,0369,077,051

5,037,46288,207329,368
1 AftA  90Q

$118,750,07138,664,197
65,893,961

ft one 711

$103,245,52136,152,530
54,876,4206,051,4833,614,04616,259,8614,917,0693,187,9803,920,561

Corporation income taxes........................... *.................Social Insurance- taxes and contributions:Employment taxes and contributions ...................................Unemployment insurance............................................Contributions for other insurance and retirement............... .......... A  ndQ ßft1Excise taxes............................................ .......... 1fi QOR /1DQEstate and gift taxes................................................Customs........................................................ .. A MMiscellaneous.....................................................
Total........................................ ................ 31,174,158 232,225,472

OUTLAYS
National defense.................................................... 7,467,9591,050,352422,801209,845

7ft 7Q9 ftQn 76,023,2903,132,2533,311,0006,051,111559,471

International affairs and finance........................................ 4,175,4563,228,1468 1M 770Space research and technology..........................................Agriculture and rural development..................... I................Natural resources.......'........................................... QQQ CKOCommerce and transportation.......................................... 1,562,123 19 raq n mCommunity development and housing................ .................... 5,129,22110,574,71521,501,54784,075,16013,369,84628,101,1636,485,0626,105,922-9,938,397

4,162,19710,822,34018,393,28172,949,57112,004,02922,835,5625,519,1346,636,369-8,378,934

Education and manpower...... ....................................... 1,263,447Health...........................................................Income security.................................................... 7,586,9971,020,0492,313,531647,841
Veterans benefits and services.........................................Interest .........................................................General government........................................General Revenue Sharing.............................................Undistributed intragovernmental transactions.............................. -1,051,691

Total...................... 24,122,619 268,342,952 246,525,985

For sale by the Superintendent of Documents, U. S. Government Printing Office, Washington, D. C. 20402 Subscription price $41. 75 per year (domestic), $10. 45 per year additional (foreign mailing), includes all issues of daily Treasury statements and the Monthly Statement of Receipts and Outlays of the U. S. Government. No single copies are sold.
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Department of theTREASURY I
ìifiifiil TELEPRÖNEWQ4 2041 'ASHINGTQN, D.C. 20220

FOR RELEASE 6:30 P.M. July 24, 1974

RESULTS OF TREASURY’S 52-WEEK BILL AUCTION

Tenders for $1.8 billion of 52-week Treasury bills to be dated 
July 30, 1974, and to mature July 29, 1975, were opened at the
Federal Reserve Banks today. The details are as follows:
RANGE OF ACCEPTED COMPETITIVE BIDS:

High - 92.207 Equivalent annual rate 7.707%
Low - 92.012 Equivalent annual rate 7.900%
Average - 92.077 Equivalent annual rate 7.836% 1/

Tenders at the low price were allotted 35%.

TOTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:
District Applied For Accepted
Boston $ 22,000,000 $ 16,675,000
New York 1,997,505,000 1,414,445,000
Philadelphia 27,150,000 2,150,000
Cleveland 46,955,000 45,955,000
Richmond 44,455,000 33,945,000
Atlanta 16,385,000 13,035,000
Chicago 156,975,000 77,150,000
St. Louis 38,165,000 27,465,000
Minneapolis 16,235,000 16,235,000
Kansas City 6,330,000 5,680,000
Dallas 21,665,000 6,665,000
San Francisco 172,745,000 140,735,000

TOTALS $2,566,565,000 $1,800,135,000 U

1j This is on a bank discount-basis. The equivalent coupon-issue yield is 8.45%. 

2J Includes $ 72,995,000 noncompetitive tenders accepted at the average price,



ASHINGTON. D Ç. 20220 tft|W l>N E W04-204t

D e p a rtm e n to fth e TR EA S U R Y

FOR RELEASE AFTER 1:30 P .M ., EDT 
THURSDAY, JULY 25, 1974__________

REMARKS BY THOMAS W. WOLFE
DIRECTOR, OFFICE OF DOMESTIC GOLD AND SILVER OPERATIONS

BEFORE THE GOLD CONFERENCE 
SPONSORED BY BUSINESS WEEK 
PLAZA HOTEL, NEW YORK CITY 

THURSDAY, JULY 25, 1974
1:30 P . M ., E .D .T .

There has been co n sid erab le co n jectu re over the years about the  
exte n t o f la te n t  demand fo r  gold in  the United S ta te s  market. 
E xp ectatio n s o f events fo llo w in g  a l i f t i n g  o f ownership r e s tr a in ts  
range from a s u b s ta n tia l  surge in  buying by the p u b lic  and much h igh er  
gold p r ic e s  to a minor r ip p le  o f demand th a t m ight generate a s e l l o f f  
by disap pointed sp e cu la to rs elsewhere follow ed by an a c tu a l drop in  the 
go ld  p r ic e . Which o f these fo r e c a s ts  i s  the more accu rate w i l l  only be 
known a ft e r  the e v e n t, but there are a number o f reasons why a surge in  
go ld  demand i s  u n lik e ly . Among these are:

(1) There i s  n o thin g in  the American h i s t o r i c a l  p ast to in d ic a te  
any g reat p u b lic  in t e r e s t  in  h o ld in g g o ld . Unlike c e r ta in  other  
co u n tries go ld  was n ot w id ely held as a sto re  o f w ealth in  the U. S . 
when i t  was fr e e ly  a v a ila b le  p r io r  to  1933. In  f a c t ,  the Treasury in  
those days used i t s  bar gold s a le s  as a measure o f in d u s tr ia l  demand 
s in c e  i t  assumed they were bought fo r  no other purpose. In our time 
the Canadians, who are c u lt u r a lly  s im ila r  to Am ericans, have shown no
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w idespread in t e r e s t  in  go ld  buying although i t  i s  fr e e ly  a v a ila b le  at 
the market p r ic e . The l i f t i n g  o f ownership r e s tr a in ts  fo r  the Japanese  
in  A p r il  o f l a s t  year created  only a minor sh o rt-ru n  spurt in  p u b lic  
buying there which q u ick ly  fad ed. There i s  no h i s t o r i c a l  reason to  
suppose th a t the American re a c tio n  would be very d i f f e r e n t .

(2) S in ce  December 19^3 eased r e s t r ic t io n s  have made gold coins  
e l i g i b l e  fo r  purchase by Americans in  v i r t u a l l y  u n lim ited  q u a n t it ie s .

In a n tic ip a tio n  o f stron g demand, d ealers imported s u b s ta n tia l  
q u a n titie s  o f go ld  coins in  the f i r s t  few months o f t h is  y e a r . However, 
la c k  o f buyer in t e r e s t  —  d e sp ite  o ffe r in g  p r ice s  as low as 10 percent 
below the valu e o f the go ld  content —  has r e s u lte d  in  a sharp cu t-b ack

in  coin imports s in c e  March and even s iz a b le  re -e xp o rts  o f coins to b etter  
markets abroad.

(3) Holders o f sm all amounts o f gold  b u llio n  do n o t , in  any 
p r a c t ic a l  se n se , have a liq u id  in vestm en t. F i r s t ,  there i s  the r is k  of 
a s u b s ta n tia l swing in  the market p r ic e  o f gold  ju s t  as w ith  any other  
commodity. The go ld  p r ic e  drop o f n ea rly  30 percent from March to Ju ly  
i s  a c le a r  example o f what can happen. But even apart from the p r ic e  
r is k  in  the major markets there is  a s u b s ta n tia l gap between the b u y -s e ll  
p r ic e s  n e c e s s a r ily  quoted by d ealers o f gold in  very sm all q u a n tit ie s .

The experience o f buyers o f sm all s i l v e r  bars i s  a case in  p o in t. In  
s h o r t, there i s  sim ply no guarantee o f a ready market fo r  the h older o f  
any m etal in  amounts w e ll under commercial q u a n t it ie s .

(4) The h o ld in g o f b u llio n  in  any q u a n tity  would impose a 
co n sid erab le s e c u r ity  problem fo r  in v e s to r s . This would req uire a 
co n tin u in g c o s t fo r  adequate sto ra ge  or s a fe  d e p o sit f a c i l i t i e s .
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(5) Gold i s  an investm ent which y ie ld s  no current return  to  the 

holder. At the present h igh  le v e l  o f in te r e s t  rate s t h is  s a c r i f i c e  is  
a considerable c o s t  f a c t o r , p a r t ic u la r ly  over an extended period o f 
time. For example, a t 6 percent a savin gs d e p o sit doubles in  valu e in  
12 years and in cre a se s  by n ea rly  s i x  tim e s, over a 30-year perio,d. A

10 percent c e r t i f i c a t e  o f d e p o sit would double in  valu e in  only 7 y e a r s . 
Consequently, go ld  fa c e s  some tough com petition fo r  the in v e s to r 's  
d o lla r and i t s  p r ic e  would have to r is e  s u b s ta n tia lly  over the medium 
term j u s t  to  keep even w ith  other investm ents r e a d ily  a v a ila b le  in  to d a y 's  
market. *

(6) The h i s t o r i c a l  record o f go ld  as a hedge a g a in st i n f la t io n  i s  
poor. During the long period from 1800 through the 1920's  world commodity 
p rice s showed a s u b s ta n tia l  n et in cre a se  w h ile  the p r ic e  o f gold  was 
unchanged a t the monetary value o f $20.67 an ounce.. From 1933 u n t i l  1970 
the gen eral p r ic e  le v e l  as measured by the GNP d e fla to r  in creased  about 
3-1/2 tim e s, but during th is  e n tir e  period the current d o lla r  p r ic e  o f 
gold in  the fr e e  market showed no in cre a se  a t  a l l .  And, o f co u rse, in  
r e a l terms the p r ic e  o f gold  dropped very s u b s t a n t ia lly . In 1970 the 
purchasing power o f an ounce o f go ld  as e s ta b lis h e d  in  the fr e e  market 
was le s s  than a th ir d  o f i t s  1933 v a lu e . One would be hard pressed to  
fin d  any o th er commodity th at would have been as poor an investm ent over 
th is  p e rio d . In  s h o r t , the h i s t o r i c a l  record shows c le a r ly  th a t w h ile  
gold has been e f f e c t i v e  as a hedge a g a in s t d e fla t io n  i t  has been alm ost 
u se le ss as a hedge a g a in s t i n f l a t i o n .  Over the p a st 175 years gold has 
been an e f f e c t i v e  hedge a g a in s t i n f l a t i o n  only in  the s in g le  th re e -y e a r  
period from 1971 to  1974.
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(7) And, o f  co u rse, anyone contem plating the purchase o f g o ld  fo r  
s p e c u la tiv e  reasons would have to  take in to  account the very la r g e  sto ck  
o f go ld  h eld  by the U. S . Government, about 276 m illio n  ounces. The 
U nited S ta te s  gold reserve i s  s e v e r a l times la r g e r  than present annual 
w orld go ld  production  and is  la rg e  enough to meet a l l  o f  our in d u s tr ia l  
go ld  needs fo r  perhaps another gen eratio n  —  i f  i t  were used only fo r  
th a t purpose. S e cre ta ry  Simon’ s statem ent o f  June 11 to  a House Banking 
and Currency subcommittee endorsing an ending o f  go ld  ownership r e s tr a in ts  
a t an app ropriate time noted th a t t h is  a c tio n  would probably have no 
adverse e f f e c t s  i f  the United S ta te s  s o ld  go ld  from the Government stocks  
to meet some or a l l  o f the new investm ent demand.

The key p o in t in  a s s e s sin g  any p o s s ib le  market impact fo llo w in g  the 
l i f t i n g  o f ownership r e s tr a in ts  in  the U nited S ta te s  i s  th at go ld  i s  a 
commodity th a t i s  traded and p rice d  in  a world m arket. I t  i s  world  
supply and demand th a t determines the p r ic e . I t  may w e ll  be th a t any 
in cre a se  in  demand w ith in  the U n ited S ta te s  might be p a r t i a l l y  or completely 
o f f s e t  by the s a le  o f go ld  in  o th er markets p r e v io u sly  acquired in  
a n tic ip a tio n  o f the e v e n t.

Another fa c to r  th a t  should be taken in to  account i s  th a t there has 
been a pronounced d e clin e  in  in d u s t r ia l  demand fo r  go ld  in  the United  
S ta te s  —  and indeed throughout the w orld —  p a r t ic u la r ly  in  the p a st  
year or so in  response to  the r is in g  p r ic e  o f  g o ld . American in d u s t r ia l  
u s e r s , who c o n s titu te  the la r g e s t  su sta in e d  demand fo r  go ld  in  the w o rld , 
made n et purchases o f 7 .3  m illio n  ounces o f go ld  in  1972 — over one- 
s ix th  o f t o t a l  w orld gold p ro d u ctio n . In 1973 U. S . in d u s t r ia l  gold



■ ' -  5 -

purchases dropped by some 15 percent w ith  most o f  the d e c lin e  o ccu rrin g  
in the l a s t  h a l f  o f  the y e a r . P relim inary fig u r e s  in d ic a te  th a t an 
even sharper d e clin e  in  in d u s tr ia l  go ld  demand i s  l i k e l y  in  the current 
year. Other a n a ly s e s , n o tab ly the recen t rep ort by C o n so lid a te d  Gold 
F ie ld s , L t d . ,  in d ic a te  a s im ila r  downward trend in  in d u s t r ia l  demand 
throughout the w orld.' 1 From these 'data we can o n ly conclude th a t the 
in d u s tr ia l  demand fo r  go ld  i s  n o t i n e l a s t i c  as many had assumed, b u t  
tends to respond very sh arp ly  to in cre a se s in  the market p r ic e .

But whatever the le v e l  o f  demand fo r  go ld  when r e s tr a in ts  are ended, 
s tr ik in g  changes in  the market i t s e l f  are c e r ta in  to  o c cu r. As to what 
these changes w i l l  be we can only s p e c u la te , bu t we can be sure th at  
whatever happens, the s tr u c tu r e  o f the g o ld  market and i t s  i n s t it u t io n s  
w i l l  u ltim a te ly  be determined by the needs o f in d u s t r ia l  users and the  
wants o f the in v e s tin g  and consuming p u b lic . In  th is  co n te xt there i s  
no p a r tic u la r  reason to  expect th a t the u ltim a te  han d lin g o f go ld  in  
the American m arketplace —  how i t  i s  bo u gh t, s o ld  and traded — w i l l  
be very d if fe r e n t  from th a t o f r e la te d  commodities such as s i l v e r  and 
platin um .

Some o f the expected market changes are f a i r l y  o b vio u s. Undoubtedly 
go ld  fu tu re s  w i l l  a t some p o in t be added to the growing l i s t  o f commodities 
traded on the major American exchanges. As the new game in  town i t  w i l l  
probably a t t r a c t  a good deal o f in v e s to r  i n t e r e s t . C u rre n tly  th e re i s  
a good d eal o f  in t e r e s t  b ein g shown by entrepreneurs o f d iv e rse  type and 
background in  the p o s s i b i l i t y  o f m arketing go ld  in  sm all q u a n t it ie s ,  
perhaps down to the one-ounce l e v e l .  I f  even a sm all p a rt o f th is  
in t e r e s t  i s  tr a n s la te d  in to  a c tio n  we can be sure there w i l l  be p le n ty
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o f com petition  in  th is  f i e l d .  However, I  have some doubt th a t there w i l l  
be any su sta in e d  demand fo r  any s i g n i f ic a n t  volume o f go ld  o ffe r e d  in  
t h is  form. As noted e a r l i e r , Americans have h i s t o r i c a l l y  shown l i t t l e  
in te r e s t  in  commodities —  in clu d in g  go ld  —  as a s to re  o f w e a lth . The 
sm all s i l v e r  in g o t b u sin ess has n o t amounted to  much even among the le s s  
s o p h is tic a te d  b u yers. The experience o f those who have been persuaded to  
p a r tic ip a te  in  th a t game has on the whole n ot been a happy one.

The le v e l  o f in d u s tr ia l  demand fo r  gold fo llo w in g  an end o f ownership 
r e s tr a in ts  w i l l  be la r g e ly  governed by the p r ic e  along w ith gen eral 
economic c o n d itio n s . Purchases o f go ld  fo r  in d u s tr ia l  use have been h ig h ly  
resp onsive to p r ic e  changes over the p a st couple o f y e a r s , and i f  the gold  
p r ic e  should in cre a se  fu r th e r  or even remain c lo s e  to the recen t high  
le v e l  I  would expect the downward trend in  in d u s t r ia l  buying to co n tin u e . 
The curren t le v e l  o f in d u s tr ia l  demand fo r  go ld  is  now perhaps 20 percent 
below the le v e l  th a t most exp erts had p ro je cte d  only a year or two ago. 
Sin ce World War I I ,  commercial demand has been the c o n s is te n tly  dominant 
fa c to r  in  the w orld gold market and w i l l  continue to be in .t h e  fu tu re  
whatever changes are made in  re g u la tio n s  a f f e c t i n g  the ownership o f g o ld .

Perhaps the most in te r e s tin g  change th a t w i l l  occur as an a c tiv e  
v ia b le  go ld  market i s  developed in  the United S ta te s  i s  th at at long l a s t  
the an alyses o f market trends w i l l  be by te c h n ic a l experts rath er than 
the fre e -l,a n ce  monetary ih ystics who have dominated th is  f i e l d  fo r  too 
many y e a r s . As w ith other com m odities, an i n t e l l i g e n t  a n a ly s is  o f  the  
cu rren t and fu tu re  go ld  outlook w i l l  depend upon a r e a l i s t i c  a p p ra isa l  
o f r a t io n a l  fa c to r s  such as,m in in g r e s e r v e s , production c o s t s , the le v e l
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V
of in v e n to rie s  —  s p e c u la tiv e  or otherw ise - i n d u s t r i a l  demand, the 
general economic o u tlo o k , e t c .  The in tro d u ctio n  o f investm ent a n a ly s is  
based on s t a t i s t i c a l  evidence and ordinary common sense may be the most 
s i g n i f ic a n t  change o f a l l  in  the go ld  market and i t  w i l l  be welcome.

And f i n a l l y  a word or two about the p o s s ib le  s tr u c tu r e  o f the 
American go ld  market fo llo w in g  an ending o f ownership r e s t r ic t i o n s . How 
w i l l  i t  compare w ith  the e s ta b lis h e d  go ld  tra d in g  cen ters abroad? As 
mentioned e a r l i e r ,  the United S ta te s  has fo r  some years been the la r g e s t  
consumer o f go ld  in  the w o rld . American commodity markets, are the most 
te c h n ic a lly  advanced in  the w orld and have become the fo c a l  p o in t fo r  
d ealin g and p r ic in g  most o f the w orld traded com m odities. I t  th e refo re  
seems l i k e l y  th a t the primary tra d in g cen ter fo r  the w orld gold market 
w i l l  u ltim a te ly  s h i f t  to  the United S ta te s  and th is  change may indeed  
be quicker than some would e x p e c t. The form and s t y le  o f the American 
gold market w i l l  no doubt be very d if fe r e n t  from the tr a d it io n a l  tra d in g  
cen ters abroad. The major European gold markets developed during a time 
when the monetary r o le  o f gold  was p re-em in en t. By c o n tr a st gold  tra d in g  
in  the U nited S ta te s  w i l l  be m ainly w ith in  the in s t i t u t i o n a l  framework 
o f the e s ta b lis h e d  commodity markets and consequently the ru le s and 
procedures w i l l  r e f l e c t  th is  r e la t io n s h ip . I  expect th a t th is  change 
w i l l ,  in  both d ir e c t  and s u b tle  w ays, a f f e c t  the p u b lic  a tt itu d e  toward 
go ld  and w i l l  a c c e le r a te  the tran sfo rm atio n  o f gold  from a monetary m etal 
to a u s e fu l commodity.

- 0 0 O00-
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For your reference, here are remarks of 
Secretary William E. Simon to the Italian News 
Media on July 23, 1974.
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FOLLOWING IS TRANSLATION OF STATEMENT 
ISSUED ORALLY TO MEDIA 

BY ITALIAN SPOKESMAN FOLLOWING
TREASURY SECRETARY SIMON'S MEETING WITH 

GOVERNMENT OF ITALY OFFICIALS 
JULY 23, 1974

William E. Simon, U. S. Secretary of the Treasury, 
met this morning with Italian Treasury Minister Emilio 
Colombo and Minister of the Budget Antonio Giolitti: Finance 
Minister Mario Tanassi and Guido Carli, Governor of the Bank 
of Italy. The conversation was long and cordial.

The talks took place within the framework of a continuing 
consultative process currently being carried out by American 
monetary authorities and those of the main European countries.
The meeting allowed a thorough review of the main problems 
linked with the international economic and financial situation, 
special emphasis was placed on the fight against inflation 
and on the difficulties encountered by those countries which 
have recently experienced more pronounced disequilibrium in their 
balance of payments. In this regard, Minister Colombo gave a 
detailed account to .his American colleague of the measures 
adopted recently by the Italian Government, and which are 
at present being debated in the Parliament, to resolve the 
Italian domestic economic situation and to readjust the foreign 
trade balance.

The talks also touched on the more general problem of 
the reform of the International Monetary system.

Secretary Simon .took the opportunity to inform Minister- 
Colombo of the results of the meetings which took place during 
his recent trip to some of the main Arab capitals.



FOLLOWING IS TEXT OF SECRETARY SIMON'S 
REPLIES TO MEDIA QUESTIONS 

AFTER MEETING WITH 
GOVERNMENT OF ITALY OFFICIALS 

JULY 23, 1974

"We discussed various problems of the Italian economy 
and we were brought up-to-date on many of the figures. This 
was a continuation of the discussion held during my meetings 
with Governor Carli at the International Monetary Conference 
near Washington in June. As you know Minister Colombo, 
unfortunately, was not able to come. When we had scheduled 
that meeting we had hoped to be able to chat in Washington 
at that time. Unfortunately it had to be now instead of 
then. So, it was a wide ranging discussion of their 
economy and the problems that the world faces with inflation, 
the measures that each country is taking to deal with it, 
the subject of oil and oil prices, etc. All of the topics 
that we all know so well."

QUESTION: Do you think there is any chance that the price
of oil will decrease in the future?

ANSWER: I have felt that this world surplus of a million
and a half to two million barrels a day is creating pressure 
on prices and I can see a diminution in the price of oil but 
certainly it will not be significant to the extent that one 
could expect the price of oil to be - where it was two years 
ago.

QUESTION: Excuse me, if you have time for one more
question ... well, has the U. S. pledged some form of aid to 
Italy under the present circumstances?

ANSWER: No, they did not request a loan. We spoke of 
various means of assistance in this area but we are not 
authorized to make commitments, as you know, under our con
gressional process.

Sure.
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EXTENSION OF TIME FOR COMMENT ON PROPOSED 

FOREIGN CURRENCY REPORT FORMS

Treasu ry  today announced that a no tice  o f extension  o f  time 

fo r  comments on proposed re g u la t io n s  and repo rt in g  forms on 

fo re ign  currency p o s it io n s  o f banks and other f irm s, has been f i le d  

fo r  p u b lic a t io n  in  the Federal R e g is te r , Monday, Ju ly  29.

The new rep o rts  are requ ired  by T it le  I I  o f Pub lic  Law 93-110, 

which amended the Par Value M o d if ic a t io n  Act. T it le  I I  re q u ire s  the 

Secre ta ry  o f the T reasury  to in s t it u t e  new s t a t i s t i c a l  repo rts per

ta in in g  to the fo re ign  currency tran saction s o f banks and other 

bu sine ss  f irm s in  the United Sta te s and o f fo re ign  branches and 

majority-owned fo re ign  s u b s id ia r ie s  o f U.S. f irm s.

The proposed re g u la t io n s  and repo rt forms were published in  

the Federal R e g is te r  on June 27, 1974, w ith p ro v is io n  fo r  a 30-day 

period fo r  w ritten  comment by in te re sted  p a rt ie s .  Comments were to 

have been received by Ju ly  29. The no tice  o f extension  extends the 

time fo r  comment to August 12, 1974.

Comments should be submitted in  t r ip l i c a t e  to the General 

Counsel, Department o f the T reasury, Washington, D. C. 20220. 

Comments subm itted w il l  be a v a ila b le  to the pu b lic  on request un le ss  

c o n f id e n t ia l s ta tu s  fo r  the subm ission  i s  requested and approved.

W S-73
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WASHINGTON, D.C. 20226 TELEPHONE 634-5248

FOR IM M E D IA T E  R ELEA SE

Remarks on the Occasion o f the S ign in g  o f the 
Cooperative  Sta te  Aud it Agreement between

the U.S. T reasury  Department and the Sta te  o f M ichigan 
in  the O ff ic e  o f  the V ice P re sident

Ju ly  25, 1974

Graham W. Watt
D ire c to r ,  O ff ic e  o f Revenue Sharing

The agreement being signed  here today represents another step 

forward in  the A d m in is t r a t io n 's  e f fo r t  to re e s ta b lish  the Fe d e ra l-s ta te - 

loca l balance o f power that was env is ioned  when A m erica 's  founding fa th e rs  

wrote the C o n st itu t io n  o f the United Sta te s some two hundred years ago.

Through General Revenue Sha rin g  and others o f the New Federalism  

p o l ic ie s ,  we are re ve rs in g  the t id e  o f power and a u th o r ity  which has 

flowed toward Washington fo r  too long.

Now, we are working coo p e ra tive ly  w ith our S ta te s and loca l govern

ments fo r  the betterment o f a l l .  Each leve l o f government aga in  should 

e xe rc ise  those d u tie s  and ca rry  out those r e s p o n s ib i l i t ie s  which i t  can 

best perform.

T h is  agreement between the Sta te  o f M ichigan and the U. S. T reasury 

Department i s  an im portant element in  the O ff ice  o f Revenue S h a r in g 's  

Cooperative  Sta te  A ud it System, a program through which sta te  governments



2

w il l  a u d it  t h e ir  own agencies and u n it s  o f  lo ca l government fo r  

revenue sh a r in g  purposes. Revenue sh a r in g  law s p e c i f ic a l l y  au thorize s 

the T reasury  Department to accept such state-conducted review s as part 

o f  the revenue sh a r in g  au d it  and compliance system.

The r e s u lt  o f  our agreement w il l  be that the S ta te  o f  M ich igan 

w i l l  su p e rv ise  au d its  o f  i t s  1860 lo ca l governments and ce rta in  sta te  

agencies fo r  revenue sh a r in g  purposes, u s in g  standards e sta b lish e d  in  

the A ud it  Guide we have pub lished.

The Cooperative  Sta te  A ud it System we are deve lop ing w ith the 

a s s is ta n c e  o f  the Sta te  o f  M ichigan and other s ta te s  w il l  make i t  po ssib le  

to a u d it  lo ca l governments a t the le a s t  p o s s ib le  co st  to the Federal 

government and lo ca l governments a l ik e .  The Federal government w il l  not 

be requ ired  to d u p lica te  an au d it  system a lready  in  place. Local govern

ments w i l l  be covered sim ply  and e f fe c t iv e ly ,  by extending th e ir  re gu la rly  

conducted a u d its .

The O ff ic e  o f  Revenue Sha rin g  i s  committed to b u ild in g  a high 

q u a l it y  a u d it  and compliance program fo r  38,000 re c ip ie n t  u n it s  o f govern

ment w ith maximum e f f ic ie n c y  and minimum cost.

Besides the Cooperative  Sta te  A ud it System, we have begun a p r iva te  

a u d it  program w ith  accounting firm s that have agreed to inc lude  revenue 

sh a r in g  in  th e ir  p e r io d ic  a u d its  o f  lo ca l governments.
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We sh a l l  perform our own au d its  on a random b a s is ,  as w e ll,  

and we s h a ll  act promptly on com plaints o r a l le g a t io n s  o f  noncompliance 

wherever and whenever t h e y  may occur.

U sing resources we develop and those a lready  e x is t in g ,  we expect 

to achieve re gu la r  a u d it  coverage o f  over 90% o f  revenue sh a r in g  funds 

and most re c ip ie n t  u n it s  o f government.

We are g ra te fu l fo r  the cooperation  and a ss is ta n c e  that Governor 

Mi H i  ken, the S ta te  T rea su re r, A ud ito r General, Budget D ire c to r  and 

other M ich igan  Sta te  o f f i c i a l s  have g iven  us in  t h is  im portant e f fo r t  

which strengthens our Federal system and our n a t io n 's  foundation.



July 25,
IbO
1974

MEMORANDUM FOR CORRESPONDENTS:
Attached, for your information, is an address 

by John A. Bushnell, Deputy Assistant Secretary 
of the Treasury for Developing Nations Finance, 
to the Inter-American Committee for the Allliance 
for Progress (CIAP), in Washington, D. C. on 
Wednesday, July 24, 1974.

CIAP is a part of the Organization of 
American States (OAS).
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STATEMENT BY MR. JOHN A . BU SH NELL, DEPUTY A S S IS T A N T  
SECRETARY OF THE TREASURY FOR D EV ELO P IN G  N A T IO N S F IN A N C E

JULY 24, 1974
M r. C h a irm a n , M r. S e c r e t a r y - G e n e r a l ,  m em bers o f  th e  

Perm anent E x e c u t iv e  C om m ittee  o f  th e  In t e r - A m e r ic a n  

E con o m ic  an d  S o c i a l  C o u n c i l ,  r e p r e s e n t a t i v e s  o f  th e  

i n t e r n a t i o n a l  f i n a n c i a l  i n s t i t u t i o n s ,  l a d i e s  and  g e n t le m e n :

I t  i s  in d e e d  a p le a s u r e  f o r  me t o  b e  w i t h  y o u  to d a y

f o r  th e  F o u r t h  A n n u a l R e v ie w  o f  th e  e co n o m ic  p o l i c i e s  p u r s u e d

b y  th e  U n it e d  S t a t e s .  B e c a u se  o f  th e  in te rd e p e n d e n c e  o f  o u r

e co n o m ie s, an  in te rd e p e n d e n c e  w h ic h  becom es m ore e v id e n t  e v e r y

y e a r ,  t h i s  a n n u a l  r e v ie w  i s  a  v a lu a b le  m ech an ism  f o r  u s ,*
i n d i v i d u a l l y  and  c o l l e c t i v e l y ,  t o  a n a ly z e  w here  we h a v e  come 

fro m  and  t o  a s s i s t  u s  i n  d e te r m in g  w h a t f u t u r e  c o u r s e s  we 

o u g h t  t o  f o l l o w  i n  o r d e r  to  a c h ie v e  th e  g r e a t e s t  am ount o f  

go o d  f o r  a l l  th e  p e o p le s  o f  th e  W e s te rn  H e m isp h e re .

We i n  t h i s  p a r t  o f  th e  g lo b e  a re  a l s o  i n e x t r i c a b l y  

in v o lv e d  w i t h  an d  im p a c te d  b y  th e  i n t e r n a t i o n a l  econom y. I f  

anyone  h a d  d o u b ts  a b o u t  th e s e  f a c t s ,  th e  e v e n t s  o f  th e  p a s t  

y e a r  h a v e  sh a k e n  h im  i n t o  a  ru d e  aw ake n in g - to  r e a l i t y .  One 

n eed  n o t  even  m e n t io n  th e  e n e rg y  c r i s i s  i n  t h i s  r e g a r d .  The  

im p a c t  o f  th e  te m p o ra ry  d is a p p e a r a n c e  o f  th e  a n c h o v ie s  o f f  

P e ru  e x te n d s  t h r o u g h o u t  th e  w o r ld  and  a f f e c t s  e v e r y  h o u s e h o ld
c

i n  th e  U . S . ,  e ven  th o u g h  few  o f  th e  m i s s in g  a n c h o v ie s  w o u ld  

h ave  been  m a rk e te d  i n  th e  U .S .  A l l  o f  u s  a r e  now k e e n ly  aw are  

o f  c h a n g e s  i n  th e  p r i c e s  and  a v a i l a b i l i t y  o f  raw  m a t e r i a l s
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w h ic h  come t o  u s  fro m  e v e r y  c o r n e r  o f  th e  g lo b e .  T h e r e fo r e ,

I  hope  we ca n  u t i l i z e  t o  th e  f u l l e s t  t h i s  o p p o r t u n i t y  f o r  

h e m is p h e r ic  d i a lo g u e  t o  d i s c u s s  m a t t e r s  o f  m u tu a l  c o n c e rn .

I n  t h i s  s e s s i o n  we s h a l l  f o c u s  on  f i n a n c i a l  m a t t e r s  o f  

common i n t e r e s t .

My p r e p a r e d  s ta te m e n t  w i l l  c o n c e n t r a t e  on  th e  c h a n g e s  

i n  th e  fu n d a m e n ta l s t r u c t u r e  o f  th e  i n t e r n a t i o n a l  econom y, 

th e  im p o r ta n c e  o f  p r i v a t e  c a p i t a l ,  and  i n t e r n a t i o n a l  

m o n e ta ry  re fo rm ,  w i t h  e m p h a s is  on  th e  v a r i o u s  e f f o r t s  b e in g  

made t o  a s s i s t  th o s e  c o u n t r ie s  m o st  s e v e r e l y  a f f e c t e d  b y  

h ig h e r  e n e rg y  p r i c e s .

CHANGED WORLD SCEN E

I n  th e  t im e  s i n c e  t h i s  g ro u p  met l a s t  y e a r ,  t h e r e  

h a v e  b een  m a jo r  c h a n g e s  i n  th e  i n t e r n a t i o n a l  econom y. 

V i r t u a l l y  e v e r y  n a t i o n  i s  f a c i n g  d o u b le  d i g i t  i n f l a t i o n ,  

an d  th e  s h o r t - t e r m  p r o g n o s i s  f o r  c o n t a i n i n g  i n f l a t i o n  i s  

n o t  go o d . I n  th e  U n it e d  S t a t e s  p r i c e  i n f l a t i o n ,  a s  e x p re s s e d  

b y  th e  co n su m er p r i c e  in d e x ,  w as a lm o s t  9 p e r c e n t  i n  1973.

One m u st g o  b a c k  22 y e a r s  t o  f i n d  a  h i g h e r  r a t e  o f  p r i c e  

i n c r e a s e .  A s  y o u  a r e  w e l l  a w a re , p r i c e  i n c r e a s e s  f o r  a g r i 

c u l t u r a l  p r o d u c t s ,  w h ic h  r o s e  b y  m ore t h a n  20 p e r c e n t ,  le d  

th e  w ay i n  th e  e a r l y  p a r t  o f  1973 and w e re  f o l lo w e d  b y  s u b 

s t a n t i a l  i n c r e a s e s  i n  e n e rg y  p r i c e s  i n  th e  l a s t  q u a r t e r .  The 

p r i c e  o f  p e t r o le u m  p r o d u c t s  r e m a in s  s e v e r a l  m a g n itu d e s  h ig h e r  

th a n  t h i s  t im e  l a s t  y e a r ,  a l t h o u g h  w o r ld  s u p p ly  now seem s to  

be  o u t p a c in g  w o r ld  dem and.
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T h e se  d r a m a t ic  p r i c e  i n c r e a s e s  w ere  n o t  u n iq u e  t o  th e  

A m e r ica n  econom y. I n  1973 th e  co n su m er p r i c e  in d e x  f o r  

L a t i n  A m e r ic a  i n  th e  a g g r e g a t e  r o s e  35 p e r c e n t ,  r a n g i n g  fro m  

4 p e r c e n t  t o  s e v e r a l  h u n d re d  p e r c e n t  i n  i n d i v i d u a l  c o u n t r i e s .

The U .S .  econom y w a s ,  t h e r e f o r e ,  one o f  t h o s e  l e s s  s e v e r e l y  

h i t  b y  s p i r a l l i n g  p r i c e s .

The n e t  e f f e c t  o f  t h i s  p a s t  y e a r ' s  c h a n g e d  w o r ld  s c e n e  

h a s  b een  a  m a jo r  ch a n ge  i n  f i n a n c i a l  f lo w s  a s  i n t e r n a t i o n a l  

te rm s o f  t r a d e  s h i f t e d  d r a m a t i c a l l y  i n  f a v o r  o f  m in e r a l s  p r o 

d u c e rs  a n d  fa r m e r s .  W it h in  th e  U .S .  t h e r e  w as a  s i m i l a r  r e d i r e c t i o :  

^ o f r e a l  in c o m e s.  The e n e rg y  c r i s i s  i n  p a r t i c u l a r  h a s  

r e s u l t e d  i n  a  s u b s t a n t i a l  and  c o n t in u in g  t r a n s f e r  o f  w e a lt h  

from  th e  o i l  c o n su m in g  to  th e  o i l  p r o d u c in g  n a t i o n s . O i l  

co n su m in g  n a t i o n s  g e n e r a l l y  f a c e  s e r io u s  b a la n c e  o f  p ay m e n ts  

p ro b le m s  a s  th e y  re d u c e  a v a i l a b l e  r e s e r v e s  o r  t a k e  on  

a d d i t i o n a l  d e b t  t o  p a y  f o r  o i l  im p o r t  b i l l s  t h a t  h a v e  t r i p l e d  

o r  q u a d ru p le d .  Some o i l  c o n su m e rs  w ere  f o r t u n a t e  i n  t h a t  

th e y  w ere  c o i n c i d e n t a l l y  e x p e r ie n c in g  s u b s t a n t i a l l y  in c r e a s e d  

e x p o r t  e a r n in g s  fro m  c o m m o d it ie s  w h ic h  w ere  i n  s h o r t  s u p p ly .

A s  new s u p p l i e s  come on  t o  th e  m a rk e t ,  h ow e ve r, and  i n d u s t r i a l  

demand s lo w s ,  co m m od ity  p r i c e s  w i l l  b e g in  to  e a se  - -  some 

h ave  a l r e a d y  done so  - -  an d  th e r e  i s  c o n s id e r a b le  d a n g e r  t h a t  

th e  e co n o m ic  e f f e c t s  o f  th e  o i l  p r i c e  r i s e  w i l l  s p r e a d  and  

m u l t i p l y .

M e a n w h ile ,  th e  o i l  e x p o r t in g  n a t i o n s  a r e  e x p e r ie n c in g  

u n p re c e d e n te d  e x p o r t  e a r n in g s  an d  r e s e r v e  a c c u m u la t io n  and  

now f a c e  th e  c h a l le n g e  o f  c h a n n e l in g  t h e i r  h u ge  m o n e ta ry
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r e s e r v e s  i n t o  p r o f i t a b l e  a c t i v i t i e s ,  s o  t h a t  th e y  may 

p r o v id e  a  s o l i d  incom e  g e n e r a t in g  b a s e  f o r  th e  f u t u r e .  Even  

i f  o i l  p r i c e s  f a l l  - -  and  th e  i n t e r n a t i o n a l  f i n a n c i a l *  

p ro b le m  may p ro v e  u n m a n age ab le  i f  th e y  do n o t  - -  m ech an ism s  

m ust be  fo u n d  to  c h a n n e l th e s e  r e s e r v e s  t o  th e  c o u n t r ie s  

t h a t  n e e d  them  to  f in a n c e  c u r r e n t  a c c o u n t  d e f i c i t s .

On th e  o t h e r  h an d , th e  incom e s h i f t  t h a t  h a s  o c c u r r e d  

may o f f e r  u n e x p e c te d  o p p o r t u n i t i e s  f o r  p r o m o t in g  w o r ld  

e co n o m ic  g ro w th . The r e s e r v e s  b e in g  a c c u m u la te d  b y  th e  o i l  

p r o d u c in g  n a t i o n s  may be  draw n p r i m a r i l y  fro m  c o n su m p t io n  

a c t i v i t i e s .  I f  t h e s e  r e s o u r c e s  c a n  now  be  d i r e c t e d  i n  la r g e
t

p a r t  t o  in v e s tm e n t  u s e s ,  p a r t i c u l a r l y  i n  th e  d e v e lo p in g  

c o u n t r ie s ,  o u r  lo n g - t e r m  d e v e lo p m e n t o b j e c t i v e s  w i l l  be  

f u r t h e r e d .

MONETARY REFORM

We a r e  th u s  f a c e d  w it h  b o t h  c h a l le n g e s  an d  o p p o r t u n i t i e s  

f o r  c r e a t i v e  i n i t i a t i v e .  Some b o ld  new i n i t i a t i v e s  h a v e  been  

p ro p o se d  f o r  m o b i l i z i n g  b i l a t e r a l  o r  m u l t i l a t e r a l  g o v e rn m e n ta l 

a s s i s t a n c e  th r o u g h  th e  v a r i o u s  p u b l i c  le n d in g  i n s t i t u t i o n s .

The U n it e d  S t a t e s  G ove rn m en t h a s  s u p p o r te d  th e s e  e f f o r t s  and  

b e l i e v e s  t h a t  a  p r o m is in g  s t a r t  h a s  b e e n  made i n  d e a l i n g  w ith  

th e  c h a l le n g e s  b e fo r e  u s .  D e s p i t e  s e r i o u s  d i s t u r b a n c e s  i n  

th e  e co n o m ic  and  f i n a n c i a l  c o n t e x t  s u r r o u n d in g  i t s  n e g o t i a 

t i o n s ,  f o r  exam p le , th e  C o m m itte e  o f  T w e n ty  l a s t  m onth  re ach e d  

p o s i t i v e  d e c i s i o n s  i n  a  num ber o f  a r e a s  o f  c r i t i c a l  im p o rta n c e  

i n  th e  p r e s e n t  s i t u a t i o n ,  an d  e s t a b l i s h e d  th e  t e c h n i c a l  and  

p o l i t i c a l  fra m e w o rk  f o r  a c o o p e r a t iv e  f u t u r e  e v o lu t i o n  o f  the
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m o n e ta ry  s y s te m . L a t i n  A m e r ic a n  r e p r e s e n t a t i v e s  p la y e d  an  

im p o r ta n t  r o l e  t h r o u g h o u t  th e  C o m m itte e ’ s  w o rk , an d  th e  

c o u n t r ie s  o f  th e  a r e a  can  t a k e  p r id e  i n  t h e i r  c o n t r i b u t i o n  

to  a p ro g ra m  o f  a c t i o n  t h a t ,  i n  a d d i t i o n  t o  s e t t i n g  th e  

b a s i s  f o r  f u t u r e  i n t e r n a t i o n a l  c o o p e r a t io n ,  i n i t i a t e d  a  

number o f  im m e d ia te  s t e p s  t h a t  w i l l  be  o f  m a jo r  b e n e f i t  t o  

b o th  d e v e lo p in g  an d  d e v e lo p e d  n a t i o n s  i n  th e  p e r io d  a h e a d .

Some o f  t h e s e  a c t i o n s  o f  s i g n i f i c a n t  i n t e r e s t  a r e :

- -  A gre e m e n t on  an  i n t e r im  te c h n iq u e  o f  v a l u i n g  th e  

SD R. T h i s  f o r m u la  w i l l  in c r e a s e  th e  u t i l i t y  o f  th e  

SD R  d u r in g  th e  p r e s e n t  p e r io d  o f  w id e s p r e a d  f l o a t i n g  

and  i n  t h a t  w ay w i l l  e n h an ce  th e  p r o s p e c t s  t h a t  th e  

SD R  w i l l  becom e th e  c e n t r a l  r e s e r v e  a s s e t  i n  th e  

m o n e ta ry  s y s te m  —  lo n g  a  p r i o r i t y  o b j e c t i v e  f o r  th e  

d e v e lo p in g  c o u n t r ie s .

- -  E s t a b l i s h m e n t  o f  g u i d e l i n e s  f o r  f l o a t i n g  and  p r o v i s i o n s  

f o r  im p ro v e d  s u r v e i l l a n c e ,  a s s e s s m e n t  and  c o n s u l t a t i o n  

on th e  a d ju s tm e n t  p r o c e s s .  T h e se  p r o c e d u r e s  and  

g u id e l i n e s  p r o v id e  n e e d e d  c o n te n t  t o  a g re e d  p r i n c i p l e s  

an d  w i l l  h e lp  to  e n su r e  th e  c o n s i s t e n c y  and  f a i r n e s s  

o f  c o u n t r ie s  * b e h a v io r  i n  t h i s  h i g h l y  u n c e r t a in  and  

d i f f i c u l t  p e r io d .  T h e y  th u s  p r o v id e  a b a s i s  f o r  c o n -
«

f id e n c e  t h a t  r e s p o n s i b i l i t i e s  f o r  a d ju s tm e n t  w i l l  be  

f a i r l y  a p p o r t io n e d .
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-  The  IM F  t r a d e  d e c l a r a t i o n ,  w i t h  i t s  p r o v i s i o n  f o r  

p r i o r  IM F  a p p r o v a l ,  c a n  h e lp  c r e a t e  th e  n e e d e d  

r e s t r a i n t  a g a i n s t  e s c a l a t i o n  o f  r e s t r i c t i o n s  on  t r a d e  

o r  o t h e r  c u r r e n t  a c c o u n t  t r a n s a c t i o n s  f o r  b a la n c e  o f  

p ay m e n ts  p u r p o s e s ,  w h ic h  a r e  p o t e n t i a l l y  so  d e t r im e n t a l  

t o  d e v e lo p in g  c o u n t r i e s . I  am c o n v in c e d  i t  i s  i n  th e  

LDC i n t e r e s t  f o r  a s  m any c o u n t r ie s  a s  p o s s i b l e  - -  b o th  

d e v e lo p e d  and  d e v e lo p in g  - -  t o  s u b s c r ib e  t o  th e  p le d g e ,  

a n d  s t r o n g l y  u r g e  th e  L a t i n  A m e r ic a n  c o u n t r ie s  t o  do 

so.
-  E s t a b l i s h m e n t  o f  an  I n t e r i m  C o m m itte e  o f  th e  IM F  

( u l t i m a t e l y  t o  becom e a  G o v e r n o r s ’ C o u n c i l )  t o  o v e r s e e  

th e  im p le m e n ta t io n  o f  th e  d e c i s o n s  a l r e a d y  made a n d  to  

a s s u r e  th e  c o n t i n u i t y  o f  th e  n e g o t i a t i o n s .

-  R e co m m en d ation  to  e s t a b l i s h  .a D e v e lo p m e n t  C o m m itte e  to  

s e r v e  a s  a  r e s p o n s i b l e  f o c a l  p o i n t  f o r  c o m p re h e n s iv e  

and  e f f e c t i v e  c o n s id e r a t i o n  o f  d e v e lo p m e n t  i s s u e s

an d  th e  t r a n s f e r  o f  r e s o u r c e s  t o  d e v e lo p in g  c o u n t r ie s .  

T h i s  d e c i s i o n  came i n  r e s p o n s e  t o  an  i n t i t i a t i v e  o f

X  th e  d e v e lo p in g  c o u n t r ie s  le d  i n  l a r g e  m e a su re  b y

L a t i n  A m e r ic a n  c o n s t i t u e n c ie s .  The U .S .  h a s  s u p p o r te d  

t h i s  p r o p o s a l  fro m  th e  o u t s e t .  I n  o u r  v ie w ,  th e  

C o m m itte e  s h o u ld  be  a  c o n t i n u in g  b o d y  and  s h o u ld  h ave  

a m and ate  e n c o m p a s s in g  a  b r o a d  r a n g e  o f  d e v e lo p m e n t  

i s s u e s ,  i n c l u d i n g  th e  a s s i s t a n c e  e m a n a t in g  fro m  

n a t io n a l and in te rn a t io n a l a g e n c ie s .  The u r g e n t  n e e d s



o f  th e  d e v e lo p in g  c o u n t r ie s  m o s t  s e r i o u s l y  a f f e c t e d  

b y  r e c e n t  p r i c e  i n c r e a s e s  a n d  p a y m e n ts  p ro b le m s  a re  

a p p r o p r i a t e l y  a  p r i o r i t y  i s s u e  f o r  t h i s  C o m m itte e ,  

a s  w as e n v i s io n e d  i n  th e  C -2 0  a g re e m e n t.

E s t a b l i s h m e n t  o f  th e  IM F  o i l  f a c i l i t y  to  su p p le m e n t  

th e  p r i v a t e  m a rk e t  f a c i l i t i e s  a n d  s u p p ly  n e e d e d  

a s s i s t a n c e  i n  m e e t in g  th e  im p a c t  o f  th e  i n c r e a s e  i n  

o i l  im p o r t  c o s t s .  P r o v id e d  t h a t  th e  r e s o u r c e s  a re  

made a v a i l a b l e  t o  th e  F u n d , L a t i n  A m e r ic a n  c o u n t r ie s  

m ig h t  h av e  co m b in e d  a c c e s s  t o  th e  o i l  f a c i l i t y  on  th e  

o r d e r  o f  a b o u t  $1 b i l l i o n  t h r o u g h  1975. N o t  a l l  th e  

L a t i n  A m e r ic a n  c o u n t r ie s  w i l l  n e e d  su c h  a s s i s t a n c e ,  

and  some may r e q u i r e  m ore h i g h l y  c o n c e s s io n a r y  

a s s i s t a n c e  th a n  th e  o i l  f a c i l i t y  c a n  p r o v id e ,  b u t  f o r  

a  num ber o f  c o u n t r ie s  t h i s  new in n o v a t i o n  ca n  p r o v id e  

a  u s e f u l  su p p le m e n ta ry  s o u r c e  o f  f i n a n c in g .

I n  a d d i t i o n ,  e s t a b l i s h m e n t  o f  t h e  p r o p o s e d  IM F  E x te n d e d  

Fund  F a c i l i t y , w h ic h  we e x p e c t  w i l l  be  a g r e e d  upon  

s h o r t l y ,  a s  recom m ended b y  th e  C -2 0 ,  w i l l  p r o v id e  

d e v e lo p in g  c o u n t r ie s  w i t h  in c r e a s e d  a c c e s s  t o  IM F  

r e s o u r c e s  and  p e r m it  re p ay m e n t o v e r  a p e r io d  l o n g e r  

th a n  t h a t  a p p l i c a b l e  t o  r e g u l a r  IM F  d r a w in g s .  T h i s  

f a c i l i t y  w i l l  be  d e s ig n e d  to  o f f e r  a  fo rm  o f  l e n d in g  

w h ic h  w i l l  be  p a r t i c u l a r l y  u s e f u l  f o r  c o u n t r ie s  

u n d e r g o in g  m a jo r  p o l i c y  s h i f t s  a n d  im p ro v e m e n ts  i n  

e co n o m ic  s t r u c t u r e  t h a t  g i v e  r i s e  t o  s u s t a in e d  

p a y m e n ts  d i s e q u i l i b r i a .
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We r e c o g n iz e  t h a t  th e  i n a b i l i t y  o f  t h e * C - 20 to  r e a c h  

a g re e m e n t on th e  q u e s t io n  o f  e s t a b l i s h i n g  a  l i n k  be tw een  

d e v e lo p m e n t a s s i s t a n c e  and  SD R  a l l o c a t i o n s  w as u n d o u b te d ly  

a  d is a p p o in t m e n t  to  many - -  th o u g h  we h ave  d i s c o v e r e d  i n  o u r  

p r i v a t e  d i s c u s s i o n s  t h a t  many d e v e lo p in g  c o u n t r y  r e p r e s e n t a 

t i v e s  th e m se lv e s  h av e  s e r io u s  r e s e r v a t i o n s  a b o u t  th e  l i n k .

I  w an t t o  a s s u r e  y o u  t h a t  th e  a g re e m e n t i n  th e  C -2 0  to  

r e c o n s id e r  th e  l i n k  i s  v ie w e d  s e r i o u s l y  b y  th e  U n it e d  S t a t e s  

a n d  t h a t  we w i l l  a p p ro a c h  t h i s  r e v ie w  w it h  an  op en  m in d .  

N e v e r t h e le s s  I  s h o u ld  a l s o  c a u t io n  t h a t  o u r  o p p o s i t i o n  t o  

th e  l i n k  h a s  been  b a s e d  n o t  on  an y  f a i l u r e  to  a p p r e c ia t e  th e  

n e e d s  o f  th e  d e v e lo p in g  c o u n t r ie s ,  b u t  on  s in c e r e  c o n c e rn s  

a b o u t  th e  im p a c t  o f  a  l i n k  on  th e  d e v e lo p m e n t o f  th e  SD R  a s  

th e  s y s t e m 's  c e n t r a l  r e s e r v e  a s s e t  a n d  th e  e f f i c a c y  o f  th e  

l i n k  a s  a  m eans o f  p r o v id i n g  r e s o u r c e  t r a n s f e r s .  We do n o t  

know w h at th e  r e s u l t  o f  t h i s  r e a s s e s s m e n t  w i l l  b e . I t  m u st  

ta k e  p la c e  i n  th e  o v e r a l l  c o n t e x t  o f  th e  d i s c u s s i o n s  i n  th e  

Fund and  th e  D e v e lo p m e n t C o u n c i l .  We w i l l  s e e k  w ays t o  m eet 

o u r  c o n c e rn s  and  th e  n e e d s  o f  th e  LD C s i n  a  m anner w h ic h  i s  

c o n s i s t e n t  w i t h  th e  o v e r a l l  o b j e c t i v e s  f o r  th e  m o n e ta ry  

s y s te m  and  th e  w o r ld  econom y. We w i l l  n o t  c o n f in e  o u r s e lv e s

to  p r o p o s a l s  a l r e a d y  c o n s id e r e d  and  a rg u m e n ts  a l r e a d y  d e b a te d .  
«

I n  o u r  v ie w , th e n , th e  C -2 0  can  p o in t  t o  some v e r y  r e a l  

a c c o m p lis h m e n ts .  I n  p a r t i c u l a r ,  a g re e m e n t on  th e  In t e r i m  

C o m m ittee  o f  th e  IMF g o e s  f a r  t o  e n su r e  t h a t  t h e r e  w i l l  be  

an e f f e c t i v e ,  b r o a d ly  r e p r e s e n t a t i v e  fo ru m  to  o v e r s e e  th e



o p e r a t io n  o f  th e  m o n e ta ry  s y s te m  a n d  g u id e  i t s  e v o lu t i o n .

T h is  b o d y  o f  h i g h - l e v e l  o f f i c i a l s  w i l l  be i n  a  p o s i t i o n  t o  

p r o v id e  th e  le a d e r s h ip  and  p o l i c y  d i r e c t i o n  u r g e n t l y  r e q u i r e d  

i n  t h i s  p e r io d  o f  g r e a t  u n c e r t a in t y .  The d e v e lo p in g  c o u n t r ie s ,  

and c e r t a i n l y  L a t i n  A m e r ic a ,  w i l l  h a v e  s t r o n g  r e p r e s e n t a t io n  

on t h i s  C o m m itte e  an d  a r e  th u s  a s s u r e d  o f  h a v in g  a n  e q u i t a b le  

v o ic e  i n  i n t e r n a t i o n a l  d e l i b e r a t i o n s  on  t h o s e  i s s u e s  w h ic h  

p r o f o u n d ly  a f f e c t  th e  w o r ld  econom y. The U .S .  in t e n d s  to  

ta k e  th e  o p p o r t u n i t i e s  o f f e r e d  b y  t h i s  new fo ru m  to  w o rk  

c l o s e l y  w i t h  L a t i n  A m e r ic a  a s  we h av e  done d u r in g  th e  C -2 0  

n e g o t i a t i o n s .

The C -2 0  a g re e m e n t on  a  p ro g ra m  o f  im m e d ia te  s t e p s  h a s  

a l s o  p r e s e n t e d  u s  w i t h  an  e x t e n s iv e  w o rk  p ro g ra m  w h ic h  w i l l  

r e q u i r e  f u r t h e r  n e g o t i a t i o n s  i n  th e  p e r io d  im m e d ia te ly  a h e ad .  

The C -2 0  h a s  a sk e d  th e  IM F  E x e c u t iv e  D i r e c t o r s  t o  p r e p a r e  

d r a f t  am endm ents on  s e v e r a l  s u b j e c t s :  e s t a b l i s h m e n t  o f  

th e  G o v e rn o r s *  C o u n c i l ;  l e g a l i z a t i o n  o f  f l o a t i n g ;  a  p e rm an e n t  

IM F  t r a d e  d e c l a r a t i o n ;  a u t h o r i z a t i o n  o f  a  s u b s t i t u t i o n  

a c c o u n t ;  g o ld ;  an  S D R - a id  l i n k  ( i n  p a r a l l e l  w it h  r e c o n s id e r a 

t i o n  o f  th e  l i n k  i t s e l f ) ; and  im p ro ve m e n ts  i n  th e  o p e r a t io n  

o f  th e  IM F  G e n e r a l  A c c o u n t  and  th e  SDR. The In t e r im  C om m ittee  

i s  t o  c o n s id e r  th e s e  am endm ents t h i s  f a l l  w i t h  a t a r g e t
t

c o m p le t io n  d a te  to  c o in c id e  w it h  th e  c o m p le t io n  o f  th e  c u r r e n t  

g e n e r a l  r e v ie w  o f  IM F  q u o ta s  s c h e d u le d  f o r  F e b ru a r y  1975.

The U .S .  b e l i e v e s  c e r t a i n  am endm ents w o u ld  be d e s i r a b l e ,  to  

b r in g  th e  F u n d 's  b a s i c  s t r u c t u r e  and  r u l e s  i n t o  c o n fo rm a n ce
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w it h  t o d a y ’ s  e co n o m ic  r e a l i t i e s  a n d  th u s  t o  s t r e n g t h e n  i t s  

r o l e  i n  i n t e r n a t i o n a l  m o n e ta ry  a f f a i r s .  I f  a  p a c k a g e  o f  

am endm ents b r o a d  enough  t o  j u s t i f y  th e  l e g i s l a t i v e  e f f o r t  

c a n  be  a g r e e d  upon, we w i l l  g i v e  i t  o u r  e n t h u s i a s t i c  s u p p o r t .  

( I  o u g h t  t o  make i t  c l e a r  t h a t  th e  A d m in i s t r a t i o n  d o e s  n o t  

h a v e  f i n a l  a u t h o r i t y  on  th e s e  m a t t e r s  b u t  m u st  o b t a i n  

C o n g r e s s io n a l  a p p r o v a l . )

A t  th e  same t im e ,  w ork  on  th e  q u o ta  r e v ie w  an d  th e  

E x te n d e d  Fund  F a c i l i t y  m u st be  c o m p le te d . The I n t e r i m  

C o m m itte e  and  E x e c u t iv e  B o a rd  m u st a l s o  b e g in  t o  im p le m e n t  

th e  a g r e e d  g u id e l i n e s  f o r  f l o a t i n g ;  in t r o d u c e  new p r o c e d u r e s  

f o r  s u r v e i l l a n c e  o f  th e  a d ju s tm e n t  p r o c e s s  ( i n c l u d i n g  

e x p e r im e n t a l  u se  o f  r e s e r v e  i n d i c a t o r s )  and  o f  d e v e lo p m e n ts  

i n  g l o b a l  l i q u i d i t y ;  r e v ie w  th e  o p e r a t io n s  o f  th e  o i l  f a c i l i t y ;  

an d  s t u d y  a r ra n g e m e n t  f o r  g o ld .

The s u c c e s s  o f  t h i s  a m b it io u s  m o n e ta ry  r e fo r m  p ro g ra m  

w i l l  depend  u l t i m a t e l y  on  th e  a b i l i t y  o f  th e  i n t e r n a t i o n a l  

com m un ity  t o  w o rk  t o g e t h e r .  I t  w i l l  r e q u i r e  a g re e m e n t on  

i s s u e s  t h a t  ca n  be  w o rk e d  o u t  w i t h i n  th e  fra m e w o rk  o f  th e  

C om m ittee  o f  T w en ty . I t  w i l l  a l s o  r e q u ir e  b o ld  c o o p e r a t iv e  

i n i t i a t i v e s  to  e f f e c t  c h a n ge  i n  f i n a n c i a l  an d  t r a d e  r e l a t i o n s  

a s  w e l l  a s  i n d i v i d u a l  e f f o r t s  to  c o n t r o l  i n f l a t i o n .

We a l l  n eed  th e  s u p p o r t  and  c o o p e r a t io n  o f  th e  p r i v a t e  

s e c t o r  to  a c h ie v e  th e s e  c h a n g e s .  The r e s o u r c e s  f o r  d e v e lo p 

m ent, w h e th e r  m o b i l i z e d  v i a  in v e s tm e n t s  o r  t a x e s ,  m u st  

u l t i m a t e l y  be p r o v id e d  b y  p r i v a t e  i n d i v i d u a l s .  O n ly  p r i v a t e
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c a p i t a l ,  m o re o v e r ,  h a s  s u f f i c i e n t  f l e x i b i l i t y  t o  r e s p o n d  to  

th e  k in d  o f  vo lu m e  o f  fu n d s  and  r a p i d  m a rk e t  c h a n g e s  we a r e  

w it n e s s in g  to d a y .

P R IV A T E  C A P IT A L

A s  i s  w e l l  know n, my G overnm ent s t r o n g l y  b e l i e v e s  t h a t  

open i n t e r n a t i o n a l  c a p i t a l  m a r k e t s  a r e  h i g h l y  d e s i r a b l e  to  

a s s i s t  d e v e lo p in g  c o u n t r ie s  a n d  to  f a c i l i t a t e  c a p i t a l  f lo w s  

betw een  d e v e lo p e d  c o u n t r ie s .  We h av e  d u r in g  th e  p a s t  

y e a r  rem oved  th e  few  l e g a l  r e s t r a i n t s  t h a t  re m a in e d  fro m  th e  

em ergency  m e a su re s  in t r o d u c e d  b e f o r e  th e  d o l l a r  w as d e v a lu e d .  

Freedom  o f  c a p i t a l  m ovem ent i s  p a r t i c u l a r l y  im p o r t a n t  to  

L a t i n  A m e r ic a ,  w here  n e t  e x t e r n a l  r e s o u r c e s  c u r r e n t l y  a c c o u n t  

f o r  some 1 2 -1 5  p e r c e n t  o f  in v e s t m e n t  f o r  th e  r e g io n  a s  a  

w h o le ,  r e a c h in g  a b o v e  40 p e r c e n t  f o r  some c o u n t r ie s .

The  C IA P  r e p o r t  s u g g e s t s  t h a t  some o f  o u r  f e d e r a l  a n d

s t a t e  r e g u l a t i o n s  may m ake i t  u n n e c e s s a r i l y  d i f f i c u l t  f o r

d e v e lo p in g  c o u n t r ie s  t o  g a in  a c c e s s  t o  th e  U .S .  c a p i t a l

m a rk e t ,  and  I  know  th e  SEC  an d  o t h e r  a g e n c ie s  a r e  g i v i n g

s e r io u s  c o n s id e r a t io n  to  t h e s e  p o in t s .  A t  a  r e c e n t  s e m in a r

s p o n s o r e d  b y  A ID ,  L a t i n  A m e r ic a n  o f f i c i a l s  m et w it h

r e p r e s e n t a t i v e s  o f  th e  SEC  a n d  th e  p r i v a t e  f i n a n c i a l  com m un ity

to educate one another to the procedures and problems involved «
in attracting private portfolio capital. Such exchanges 
should be encouraged. I have the impression, however, that 
such obstacles may not in practice be as great as the CIAP 
report suggests. Countries with demonstrated creditworthiness 
have had little difficulty in recent years raising capital in 
our markets on attractive terms. Several bond issues have
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in d e e d  b e e n  o v e r s u b s c r ib e d ,  an d  some c o u n t r ie s  h a v e  h a d  to  

in t r o d u c e  m e a su re s  t o  t u r n  e a g e r  le n d e r s  aw ay.

I n  t h i s  r e g a r d ,  i t  seem s t o  me t h a t  C I A P ' s  recom m enda

t i o n  f o r  th e  s y s t e m a t i c  u se  o f  d e b t  r e s c h e d u l in g  a s  a  m eans 

o f  p r o v id i n g  d e v e lo p m e n t a s s i s t a n c e  jls  i l l  a d v i s e d  b e c a u se  

o f  th e  d a n g e r  t h a t  r e s c h e d u l in g  w i l l  dam age th e  

c l im a t e  f o r  o t h e r  f i n a n c i a l  f lo w s .  An  a d d i t i o n a l  d a n g e r  i s  

th e  s p i l l o v e r  e f f e c t  a  r e s c h e d u l in g  ca n  h a v e ; i . e . ,  th e  

dam age to  th e  c r e d i t w o r t h in e s s  im age  o f  d e v e lo p in g  c o u n t r ie s  

g e n e r a l l y .  The a b i l i t y  t o  a t t r a c t  p o r t f o l i o  in v e s t m e n t

o b v io u s l y  d ep en d s h e a v i l y  on  th e  le n d e r * s  c o n f id e n c e  t h a t*
th e  re p ay m e n t c o n t r a c t  w i l l  be  h o n o re d , and  th e  u se  o f  

r e s c h e d u l in g  a s  a n y t h in g  b u t  a v e r y  e x c e p t io n a l  e v e n t  ca n  

o n ly  e ro d e  t h a t  c o n f id e n c e .  M o re o v e r ,  th e  Congress h a s  

made a b u n d a n t ly  c l e a r  i n  r e c e n t  y e a r s  t h a t  i t  v ie w s  v e r y  

n e g a t i v e l y  an y  fo rm  o f  " b a c k  d o o r "  f i n a n c in g .  A  p o l i c y  su c h  

a s  C IA P  a d v o c a t e s ,  t h e r e f o r e ,  w o u ld  s e r i o u s l y  w eaken  th e  

A d m i n i s t r a t i o n ' s  a b i l i t y  t o  g a i n  fu n d in g  f o r  i t s  b u d g e te d  

a s s i s t a n c e  p ro g ra m s .

The C IA P  r e v ie w  docum ent a g a in  t h i s  y e a r  u r g e s  th e

e s t a b l i s h m e n t  o f  a  f a c i l i t y  to  a s s i s t  L a t i n  A m e r ic a n  e x p o r t s

to  th e  U n it e d  S t a t e s .  I  s e r i o u s l y  q u e s t io n  th e  n e e d  and  %
d e s i r a b i l i t y  o f  su c h  a f a c i l i t y .  I n  th e  f i r s t  p la c e ,  su c h  a 

f a c i l i t y  w o u ld  p r o v id e  a  s u b s id y  n o t  to  th e  L a t i n  e x p o r t e r  

b u t  to  th e  im p o r te r  i n  th e  U n it e d  S t a t e s .  Se c o n d , e x p o r t



c r e d i t  f a c i l i t i e s  a r e  g e n e r a l l y  d e s ig n e d  t o  a s s i s t  i n  th e  

movement o f  c a p ita l g o o d s .  T h e re  a r e  o n ly  a  few  c o u n t r ie s  

in  L a t i n  A m e r ic a  c u r r e n t l y  a b le  to  t a k e  a d v a n ta g e  o f  su c h  a  

f a c i l i t y ,  and  th o s e  c o u n t r ie s  a re  probably i n  a  go o d  p o s i t i o n  

to  "p ro v id e  su c h  f i n a n c in g ,  th e m s e lv e s .

A lt h o u g h  a t t i t u d e s  to w a rd  d i r e c t  p r i v a t e  in v e s t m e n t  

s t i l l  te n d  t o  v a r y  w id e ly  i n  th e  h e m isp h e re ,  

p r o g r e s s  h a s  b een  made o v e r  th e  p a s t  y e a r  i n  s e t t l i n g  

o u t s t a n d in g  d i s p u t e s .  W ith  v e r y  few  e x c e p t io n s ,  i n v e s t o r s  and  

h o s t  c o u n t r ie s  h av e  b e e n  a b le  t o  r e a c h  a m ic a b le  and  m u t u a l l y  

b e n e f i c i a l  a c co m m o d a tio n s  o f  e a c h  o t h e r ’ s  i n t e r e s t s .
r

R e p r e s e n t a t iv e s  o f  p r i v a t e  e n t e r p r i s e ,  b o th  d o m e s t ic  and  

f o r e ig n ,  home g o v e rn m e n ts  an d  h o s t  go v e rn m e n ts  a r e  m e e t in g  

in  a  v a r i e t y  o f  i n t e r n a t i o n a l  a n d  r e g i o n a l  f o r a  to  u n d e r s t a n d  

b e t t e r  e a c h  o t h e r ’ s n e e d s  an d  p o s s i b i l i t i e s  and  t o  im p ro v e  

the  i n t e r n a t i o n a l  f lo w  o f  c a p i t a l  an d  t e c h n o lo g y .  We s h a r e  

the  G IA P 's  hope  t h a t  th e  w o r k in g  g ro u p  on t r a n s n a t i o n a l  

e n t e r p r i s e s ,  e s t a b l i s h e d  b y  th e  W a s h in g to n  M e e t in g  o f  F o r e ig n  

M i n i s t e r s ,  w i l l  t a k e  f u l l  a d v a n ta g e  o f  t h i s  p e r io d  o f  c a lm  

and d ia lo g u e  t o  f u r t h e r  o u r  u n d e r s t a n d in g  o f  t h i s  p o w e r fu l  

v e h ic le  f o r  i n t e r n a t i o n a l  d e v e lo p m e n t an d  o f  th e  i n e v i t a b l e  

t r a 4 e - o f f s  t h a t  a re  im p l ie d  b y  r e s t r i c t i o n s  p la c e d  on t h e i r  

a c t i v i t i e s .  The i n s t a b i l i t y  o f  r u l e s  o r  i n c o n s i s t e n c y  i n  

t h e i r  a p p l i c a t i o n  can  f r e q u e n t l y  be m ore  u n s e t t l i n g  and  c o s t l y  

to  b o th  s i d e s  th a n  th e  r u l e s  p e r  se . I n v e s t o r s  h a v e  d e m o n s t ra te d
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enorm ous c a p a c i t y  t o  a d a p t  t o  d i f f e r e n t  r u l e s  o f  th e  gam e, 

so  lo n g  a s  th e y  c a n  t r u s t  t h o s e  r u l e s  to  be  f a i r l y  an d  

c o n s i s t e n t l y  a p p l ie d .

The l a t e s t  Commerce D e p a rtm e n t d a t a  f o r  y e a r - e n d  1972  

show  a  t o t a l  o f  $ 1 3 .5  b i l l i o n  o f  U .S .  d i r e c t  in v e s t m e n t s  

i n  L a t i n  A m e r ic a ,  a p p r o x im a t e ly  14 p e r c e n t  o f  o u r  t o t a l  d i r e c t  

in v e s t m e n t s  a b ro a d ,  and  54 p e r c e n t  o f  o u r  LDC in v e s t m e n t s .

T h e se  in v e s t m e n t s  a r e  i n c r e a s i n g l y  c o n c e n t r a t e d  i n  th e  

m a n u fa c t u r in g  s e c t o r ,  w h ic h  now a c c o u n t s  f o r  40 p e r c e n t  o f  

th e  t o t a l .

*
r

U n d o u b te d ly  d i f f e r e n c e s  i n  o u r  r e s p e c t i v e  p h i l o s o p h i e s  

and  t r a d i t i o n s  w i l l  c a u se  u s  t o  e v a lu a t e  d i f f e r e n t l y  th e  

c o s t s  and  b e n e f i t s  in v o lv e d  to  th e  h o s t  c o u n t r y  i n  MNC 

a c t i v i t i e s  and  t h e i r  r e g u l a t i o n ,  and  d i s p u t e s  r e g a r d i n g  th e  

f a i r n e s s  o f  t r e a tm e n t  a c c o r d e d  f o r e i g n  i n v e s t o r s  m ay fro m  

t im e  to  t im e  s t i l l  a r i s e .  E v e n  w here  p h i l o s o p h i c a l  an d  l e g a l  

p r i n c i p l e s  d i f f e r ,  h o w e v e r, s p e c i f i c  d i s p u t e s  a r e  c a p a b le  o f  

p e a c e f u l  s e t t le m e n t .  T h a t  i s  th e  e s se n c e  o f  d ip lo m a c y .  In 

th e  M e x ic o  C i t y  M e e t in g  o f  F o r e i g n  M i n i s t e r s ,  S e c r e t a r y  

K i s s i n g e r  p ro p o s e d  t h a t  we e x p lo r e  th e  p o s s i b i l i t i e s  o f  

c r e a t in g  a r e g i o n a l  m e ch an ism  f o r  f a c i l i t a t i n g  th e  settlement 

o f  in v e s tm e n t  d i s p u t e s .  Su c h  an  a c c o m p lish m e n t  c o u ld  enormously 

enh an ce  th e  c o n f id e n c e  o f  b o th  i n v e s t o r s  and  g o v e rn m e n ts  i n  

t h e i r  m u tu a l r e l a t i o n s h i p  and  make an im p o r t a n t  c o n t r i b u t io n  

to w a rd  s t i m u l a t i n g  c a p i t a l  f lo w s  w i t h in  th e  h e m isp h e r e ,  n o t  only 

fro m  th e  U.S. to  L a t i n  A m e r ic a  b u t  a l s o  w i t h i n  L a t i n  America.



Some o f  th e  s u s p i c i o n s  an d  d i s p u t e s  t h a t  a r i s e  w i t h  

re g a r d  to  f o r e i g n  i n v e s t o r s  may b e  th e  r e s u l t  o f  in c o m p le t e  

in f o r m a t io n  r e g a r d in g  th e  f i r m ' s  a c t i v i t i e s  an d  fro m  

d i f f e r e n c e s  i n  a c c o u n t in g  p r a c t i c e s  an d  c o n c e p t  am ong th e  

ta x  a u t h o r i t i e s  h a v in g  j u r i s d i c t i o n  o v e r  i t s  v a r i o u s  b r a n c h e s .  

The a v a i l a b i l i t y  o f  i n f o r m a t io n  c a n  b e  im p ro v e d ,  a n d  some  

d is p u t e s  a t  l e a s t  m ig h t  b e  a v o id e d  b y  th e  c o n c lu s io n  o f  

b i l a t e r a l  t a x  t r e a t i e s  am ong th e  g o v e rn m e n ts  o f  th e  A m e r ic a s .  

T h is  i s  an area th a t i t  m ight be u se fu l t o  h a v e  o u r  r e s p e c t i v e  t a x  

o f f i c i a l s  e x p lo r e .

A t  p r e s e n t ,  th e  p r i v a t e  s e c t o r  a c c o u n t s  f o r  a ro u n d  

t w o - t h i r d s  o f  th e  c a p i t a l  f l o w in g  fro m  th e  U n it e d  S t a t e s  t o  

L a t in  A m e r ic a ,  an d  a s  d e v e lo p m e n t p r o c e e d s  t h a t  r a t i o  w i l l  

p r o b a b ly  i n c r e a s e .  N e v e r t h e le s s ,  we r e c o g n iz e  th e  c o n t in u e d  

need t h a t  many c o u n t r ie s  w i l l  h a v e  f o r  c o n c e s s i o n a l  f i n a n c i n g  

and f o r  th e  t e c h n i c a l  a s s i s t a n c e  p r o v id e d  b y  th e  o f f i c i a l  

le n d in g  i n s t i t u t i o n s .  F o r  th e  c o u n t r ie s  h a r d e s t  h i t  b y  th e  

in c r e a s e d  e n e rg y  c o s t s  an d  w o r ld  i n f l a t i o n  g e n e r a l l y ,  t h a t  

need  w i l l  b e  p a r t i c u l a r l y  g r e a t .

The United States has completed the payments for its 
share of the Ordinary Capital for the 1970 replenishment of 
the, IDB, and the Administration is requesting and advocating 
Congressional approval of the funds necessary for us to 
complete our outstanding commitment to the Fund for Special 
Operations (FSO). We also recognize that at current rates of
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le n d in g  th e  ID B  w i l l  so o n  n e e d  a  c a p i t a l  r e p le n is h m e n t ,  

p r o b a b ly  b e g in n in g  i n  1976. A d d i t i o n a l  FSO  fu n d s  w i l l  be, 

n e e d e d  even  so o n e r .  We e x p e c t  t o  c a r r y  o u r  s h a r e  o f  th e  

b u rd e n  i n  s u p p o r t in g  b o th  th e  o r d in a r y  c a p i t a l  an d  th e  FSO  

n e e d s  o f  th e  ID B  and  a re  l o o k in g  fo r w a r d  to  an  e x c h a n ge  o f  

v ie w s  w i t h  o t h e r  members on  th e  v a r i o u s  i s s u e s  f a c i n g  th e  

B a n k  i n  c o n n e c t io n  w i t h  th e  p r o p o s e d  r e p le n is h m e n t .  We 

a n t i c i p a t e  t h a t  a g r e a t e r  p e r c e n t a g e  o f  th e  c o n c e s s i o n a l  

(F SO ) fu n d s  w i l l  be  a v a i l a b l e  th a n  i n  th e  p a s t  t o  th e  l e a s t  

d e v e lo p e d  c o u n t r ie s  a s  t h o s e  c o u n t r ie s  w i t h  th e  s t r o n g e r  

e co n o m ie s  w ith d r a w  fro m  u s i n g  FSO  fu n d s .

We a r e  e n c o u ra g e d  t h a t  b o th  th e  H o u se  and  th e  S e n a te  

h av e  g iv e n  a u t h o r i z a t i o n  f o r  th e  f o u r t h  r e p le n is h m e n t  o f  th e  

I n t e r n a t i o n a l  D e v e lo p m e n t A s s o c i a t i o n  ( ID A )  w it h  a  U .S .  c o n 

t r i b u t i o n  o f  $ 1 .5  b i l l i o n  to  ID A  o v e r  th e  n e x t  s e v e r a l  y e a r s .  

We h a v e , h ow e ve r, le a r n e d  fro m  t h a t  e x p e r ie n c e  t h a t  we m u st  

p r e s e n t  th e  C o n g r e s s  w it h  a f u l l y  docum ented  and  c o m p le te  ca se  

f o r  su c h  a s s i s t a n c e .  We s h a l l  t h e r e f o r e  n eed  to  be m ore  

c o n e rn e d  th a n  i n  th e  p a s t  w it h  th e  o p e r a t io n s  o f  th e  m u l t i 

l a t e r a l  i n s t i t u t i o n s  - -  n o t  so  much t o  m o n it o r  o r  in f lu e n c e  

them a s  to  a s s u r e  o u r s e lv e s  t h a t  we c a n  g i v e  th e  f u l l e s t  

s u p p o r t  when r e p le n is h m e n t  o f  t h e i r  fu n d  i s  n e c e s s a r y .

The new t r u s t  fu n d  e s t a b l i s h e d  b y  th e  G overnm ent o f  

V e n e z u e la  w i l l  a l s o  make an  im p o r t a n t  c o n t r i b u t io n  to  th e  

e co n o m ic  d e v e lo p m e n t o f  h e r  s i s t e r  r e p u b l i c s .  The a d d i t i o n a l
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fu n d s  p le g e d  f o r  c o n c e s s io n a r y  le n d in g  a re  p a r t i c u l a r l y  

t im e ly  an d  w e lcom e. We a l s o  c o n t in u e  t o  s u p p o r t  th e  

o n g o in g  n e g o t i a t i o n s  w i t h  th e  E u ro p e a n  c o u n t r ie s  an d  th e  

J a p a n e se  f o r  m em bersh ip  i n  th e  ID B ,  t h e r e b y  b r i n g i n g  

a d d i t i o n a l  r e s o u r c e s  i n t o  th e  Bank.

A  k e y  c o n c e p t  r u n n in g  th r o u g h o u t  t h i s  s ta te m e n t  d e a l s  

w it h  c o o p e r a t io n .  A nd  th e  s p i r i t  o f  c o o p e r a t io n  t h a t  w as  

begun  i n  M e x ic o  C i t y  s e v e r a l  m on th s a go  o u g h t  to  be  c a r r i e d  

fo r w a rd  fro m  t h i s  s e s s i o n  to  m eet h e a d  on  th e  i s s u e s  t h a t  

c o n f r o n t  u s  a l l .  So  f a r  c o o p e r a t io n  h a s  b een  p r i m a r i l y  a  

go ve rn m e n t t o  go v e rn m e n t e f f o r t .  L e t  u s  r e s o l v e  a t  t h i s  

s e s s i o n  to  b ro a d e n  th e  sc o p e  o f  cooperation and  t o  e n c o u ra g e  

th e  p a r t i c i p a t i o n  o f  a l l  members o f  o u r  r e s p e c t i v e  c o u n t r ie s  

i n  th e  e f f o r t  to  make th e  W e s te rn  H e m isp h e re  a  b e t t e r  p la c e  

to  l i v e  i n  f o r  u s  a l l .
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PRESS CONFERENCE BY 
TREASURY SECRETARY WILLIAM E. SIMON 

AT THE AMERICAN EMBASSY, PARIS, FRANCE 
JULY 24, 1974

SIMON: Good morning, ladies and gentlemen. I thought
that perhaps I might give you a very brief overview and some 
background on my trip and some of the experiences we had 
and, then, I know that you all are interested in asking 
questions, so I111 make my comments relatively brief and 
then focus on your specific areas of interest.

My trip to the Middle East is consistent with the diplo
matic effort of President Nixon and Secretary Kissinger in 
that war and peace and economic development are interrelated. 
Without peace there can be no economic progress; and obviously 
with economic progress and trade, and commerce, the possi
bility of a renewal of hostilities is minimized.

As you probably know, about six weeks ago Prince Fahd 
of Saudi Arabia came to Washington with a high level dele
gation to commence conversations, discussions with our 
government working toward a long-term agreement on economic 
cooperation and development. It was decided at that time 
that we would have working groups in Saudi Arabia in the 
middle of July to focus on the specifics there for indus
trialization and a diversified economy. We decided to 
discuss diversification as they are looking beyond the day 
of their oil primacy, when they wish to have a diversified 
economy. The areas that we decided to discuss other than 
industrialization and diversification are science, tech
nology, manpower, labor, agriculture, as well as the ways 
of financing in which the U.S. government can assist them 
in investing their vast resources over the next few years.

When the President and Secretary Kissinger toured the 
Middle East, the President promised assistance -- as I said 
a few minutes ago, that the Secretary of the Treasury would 
not be far behind, that I would visit Egypt and commence 
the discussion on the financial restructuring of their 
system consistent with the economic goals. Obviously, that 
required a good deal more information than we had at the 
outset of our trip.

The same would apply to Israel which we visited second.
My visit to Kuwait was prompted by the fact that no one of 
Cabinet level had visited Kuwait. Secretary Kissinger had 
said he wished to visit there while he was doing his shuttle 
diplomacy. But, unfortunately, other events precluded him
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from doing that, so the President thought it would be a good 
idea that Secretary Kissinger and I have a broad discussion 
with the Kuwaitis; and we did indeed discuss in a very frank,* 
and I might add, friendly fashion that those of you in the 
press who made that trip with us can attest to. And we did 
not shirk at giving our opinions and disagreeing with each 
other on the subject of oil prices and production and the 
outlook of supply and demand, as we see it from our vantage 
point in the U.S.

At the time my trip was planned, I decided that it would 
be a good idea for me to make a stop on the way home and meet 
my counterparts, the finance ministers of the European coun
tries. I had talked briefly to Minister Fourcade after the 
Ministerial Meeting in Washington in June. As you remember, 
he was unable to attend due to the formation of the govern
ment, the budget and the economic plan, etc. and we decided 
at that time that we would get together at the earliest 
possible date; the same with Minister Colombo, in Rome, who 
was unable to attend the C-20 meeting. So my discussion 
with the finance ministers is truly just a follow-on and 
consistent with the finance ministers in Europe and the 
Secretary of the Treasury of the United States getting to
gether periodically to discuss the problems that face one 
another domestically, how we indeed intend to solve these, - 
problems for which measures are being taken, and also recog
nizing the interdependence of all the nations in the world 
in attempting to devise plans that will meet some of these 
major problems so that we have the ability to act rather than 
to react to the situation that occurs. And these discussions 
will continue this evening when I arrive in the U.K. and 
meet with Chancellor of the Exchequer Healy.

Now briefly these are the background topics that we dis
cussed. I’ll be delighted to respond to any questions on 
specifics that you may have.

Let me add at the outset that the purpose of this trip 
was discussions on long-term economic cooperation and de
velopment, the ways in which the U.S. can be of assistance 
in these areas, not to negotiate a long-term supply of oil 
or negotiate lower prices for oil, although I said at the 
outset when one discusses financial problems today in this 
world and energy in general and oil in particular, it is 
impossible not to also discuss the prices and I discussed 
them freely and frankly as. I always have.
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QUESTION: Mr. Secretary, as oil prices were discussed,
is there a possibility that oil prices will go down?

SIMON: The world response to this very high price of
oil has resulted in a surplus of between 1-1/2 to 2 million 
barrels a day, with storage capacity worldwide well full.
This is putting some pressure on the price of oil and should 
result in a diminishing price in the months ahead. And I 
hasten to add my expectations did not include a significant 
decline in the price of oil. By significant, I mean we will 
not go back, in my judgment, to the prices of two years ago, 
but certainly there will be a reduction in prices.

As you know, Minister Yamani made the announcement that 
they will auction oil early in August and one might suggest 
that the prices in this auction would probably be below the 
present posted -- 93 percent of posted price where we had 
recent negotiations. This oil will be for the fourth 
quarter of this year.

It is also our belief that lower oil prices are clearly 
in the interest of, not only the oil consumers, but the 
oil producers as well. If one looks at the maximization 
of profitability of this burning asset, then to give them 
the assurance of a long-term market is in their best inter
est. And our study on the elasticity of demand, as has been 
demonstrated already, as well as the supply responses to 
the supply elasticity which suggest that at these levels, 
it is counterproductive to them to be charging what they 
are for oil today; and we have made this point with some 
detail.

When we were in Kuwait, having made this point with Finance and 
Petroleum Minister Atiqi. and their other senior cabinent mem
bers, I cannot say that they agreed with me. One might 
say this was one of the areas where we had a disagreement 
and let me hasten to add that sometimes disagreement is 
described in writing as having been acrimonious and this 
session was far from that. We had a very healthy-, warm 
discussion on all of these areas because you must under
stand, while we have areas of disagreement, we had many, 
many more areas of agreement. They requested, and we have 
complied because we had our petroleum and economic expert 
working in Saudi Arabia on the working group, and he is 
going to Kuwait on July 27th to discuss our detailed econo
metric studies that have been done on the maximization of 
profitability of this commodity as far as the producer 
nations are concerned, because, let’s face it, in the final



analysis everyone really operates in their own economic 
self-interest. Our studies show that it would be an economic 
self-interest to see a lower price of oil to give them the 
assurance of this longer-term market, and to avoid, I might 
add, the possibility of other countries in the world putting 
into place uneconomic alternate sources of energy, higher 
sources of energy, which would need to be protected, looking 
ahead in the future and thereby removing a portion of this 
market from them.

QUESTION: I, too, have a question to ask you. First
of all, you said that the question of reducing prices to 
maximize profits was one of the areas in which you dis
agreed with the Kuwaitis, but you are sending out a team 
to Kuwait to show them some of your studies.

SIMON: Yes, they asked us to come and explain the
economics behind our conclusions and they were very inter
ested in seeing our studies. So, our team is there. I am 
loosing track of the days, having been in so many places in 
such a short period of time. On July 27th, which was proba
bly yesterday.

QUESTION: The question I wanted to ask is whether you
expect that you’ll be able to convince them to come around 
to your point of view; and the second part of that question 
is you said that you had more areas of agreement with them 
than disagreement. Could you tell us in what sort of areas 
the agreements were?

SIMON: In response to your first question, I have
absolutely no idea whether I or we will be able to convince 
them that our agruments are sound over the longer run, be
cause people can have honest differences of opinion on very 
complex subjects such as this.

When one talks about areas of agreement with a country 
that has a desire to industrialize in specific areas and 
there is a need to invest its funds for the interim period 
or only on a continuing basis, obviously these two major 
areas took quite a bit of of our discussions. The Kuwaitis 
wish to utilize this natural resource in their country to 
build the downstream activity in the energy area: fertil
izers, petro-chemical plants, tankers, etc. We can give 
them assistance, in all of these areas, just as we can with 
our expertise, private sector, industrial sector, for all 
the countries in the Middle East.
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In the area of finance, investments, United States 

capital markets, its equity markets are the most highly 
developed, sophisticated and liquid in the world, and also 
offer the opportunity for the greatest diversification for 
an investor. They told us some of their great investment 
plans, and some of their ideas. We spoke of the special 
issues of U.S. Treasury securities that today, as you prob
ably are aware, we have some 26 billion outstanding, upward 
of 20 billion owned by the Federal Republic of Germany. We 
explained the advantages of investing in special issue secu
rities to them. And by advantages let me hasten to dispell 
one notion that every once in while appears not only in 
newspapers, but also appears on the lips of some of our 
Congressmen back home, that we are offering these people 
any special interest rate or inflation proofing or devalua
tion proofing or gold backing, because that is not true.
The securities that we are offering, and I made specific 
proposals, are no different interest-rate-wise than the 
securities than are offered to our institutions, other 
governments in the world, and our United States citizens.
They do offer the advantage of giving an investor, who has 
a large amount of money to invest, the ability to call the 
Treasury Department directly and invest these funds in spe
cific maturities and we can pare these maturities to match 
whatever his priority, whatever his cash flows are, recog
nizing when he will need these funds. This avoids, this 
large investor, the necessity of going in the open market 
with the attendant disruption that a large amount of money 
flowing in a very particular area creates. An illustration 
is, when a buyer with a billion or two billion dollars goes 
into a market that cannot handle large-size interest, rates 
decline and prices rise; conversely, when he wishes to sell, 
the opposite occurs, and he is penalized on the sale of 
this security. Dealing directly on a goverment-to-government 
basis avoids this problem. He also is given the advantage 
of recognizing that priorities do change in a country and 
their economy as they do begin to do the things that they 
desire to do, that their needs will change and, having bought 
a longer day security, if before maturity they wish to sell 
this, they have the ability to place these with the U.S. 
Treasury on a given term of notice. However, they are^ 
penalized on the interest rate when they place these with 
the Treasury, if it is before maturity and they are given 
the yield depending on how long they held the^asset of^that 
sale note for twenty years, using that as an illustration.

There is one thing I worked up about financing that I 
would like to add. I’ve never shared the pessimism that has
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been printed so often in recent days, about this problem of 
the instability in the world financial markets due to the 
sudden movements of funds in the world. We must understand * 
that the producing countries are very conservative and very, 
and I emphasize, responsible investors. And when one looks 
on the internal needs of these countries and I will urge you 
all to go over there and even though the short visit that 
we had in several of these countries could not give us the 
total picture that we will have in a short period of time, 
when one looks on the internal needs as far as their social 
desires as well as their industrialization and diversifica
tion desires in the years ahead, this is going to take a 
substantial amount of funds.

I read a short article in the Herald Tribune on the 
OECD paper that was published this morning that I had not 
had an opportunity to read yet. But from what I did read, 
this substantiates that indeed there will be several of 
these producer countries that could look ten years from now 
and perhaps be facing a deficit on several of the projections 
made by the OECD. But that was, as I said, what I read in 
the paper and I look forward to reading this OECD report.

Secondarily, capital markets in the world today and we 
have capital markets in the U.S. of the total size of up
wards of two trillion dollars. And the Eurodollar market 
is moving up an area of 200 billion dollars. This leads up 
to a commercial banking system which obviously could^handle 
substantial funds. I am not suggesting that everything is 
going to be rosy, but I will suggest that there is not going 
to be the dark clouds that some have suggested. There could, 
of course, be strains created at particular times which, I 
have a great deal of confidence, that cooperation of the 
producer and the consumer nations and the wisdom of people 
desiring, because you must recognize that a healthy world 
economy and a healthy, stable, liquid world financial market 
is in the best interest of both the producers and the con
sumers .

QUESTION: Mr. Secretary, what could you tell us about
your two conversations with Minister Fourcade with particular 
emphasis on what was discussed about the problem of inflation 
both in the U.S. and in France, about the Common Market and 
the monetary situation?

SIMON: As I said, this was my first meeting^with
Minister Fourcade since he became the Finance Minister due
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to his inability to come to the Ministers meeting in Washington 
in June. We discussed our common fight against inflation and 
the measures which are not only taken in our countries but 
the other industrialized countries in the world as well. We 
discussed our responsibilities to monitor conditions in the 
international financial markets, here again recognizing the 
possibilities that strains may occur. These discussions are 
more than necessary to make sure that we have the ability to 
act rather than to react to the problems as they occur. We 
discussed our concerns for the less developed and most seri
ously affected nations of the world due to the high price 
of oil and means that have been designed and agreed upon in 
the International Monetary Fund to deal with this. We dis
cussed the international monetary reform and the progress 
that was made in our meeting in June and future conversations 
that will be held.

And importantly, we want to make sure that this will be 
a continuing dialogue not only between Monsieur Fourcade and 
I but to make sure we are in constant communication on the 
telephone or in person, to make sure that there is a constant 
exchange of ideas.

It is obvious that the number one problem that is facing 
the world today is inflation. The U.S., as in France and 
Germany, is dedicated in its fight against this insidious 
enemy. You are all aware of programs that have been put 
into place in Europe, and our President will be making a 
speech on Thursday night —  tomorrow night -- in San Clemente 
on our economic measures and the fiscal measures we intend 
to take to reduce demand and to begin to increase the supply 
and productivity and capacity that our country needs. We 
have seen for years policies not only in the U.S. but world
wide, that promoted and encouraged consumption and penalized 
savings and investments. As a result, the demands in our 
country, indeed worldwide, exceed the capacity to produce 
and meet this demand and the result is predictable. So we 
must simultaneously dampen these demands while we are in
creasing productive capacity so that we can have prosperity 
at reasonable rates for all the people of our country and 
of the world.

QUESTION: I have a four-part question...
SIMON: Give me one at a time. I am getting tired at

the end of my trip.
QUESTION: You said there are 26 billion in U.S. Treasury

secutiries and Germany has 20 billion. Who has the rest?
SIMON: Japan is the next holder and there is a smaller

amount held by quite a few nations in the world.
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QUESTION: When talking about the alternate sources of
energy, wouldn’t their development be contrary to the long
term interest of the consumers?

SIMON: Looking purely at it from the consumer’s side,
which we cannot obviously because this is a two-way street, 
it is clearly in the best interest to have a reasonable 
price for this critical commodity, critical to every economy 
in the world as evidenced by what happens to the economy of 
the world as a result of the embargo. That is not to sug
gest that oil should be priced, as I said before, as of two 
years ago. Oil should be priced just as other commodities 
are priced, like soybeans or wheat, and are subject to the 
supply-demand pressures that are created in every market.

This high price of oil presently when one talks about 
alternate sources, and it is our judgment, and necessarily 
it must be primarily because it takes exhaustive studies.
The long-term supply price in the U.S. is approximately 
$7. Our judgment that oil-shale and coal, and the secondary 
and tertiary recovery, some of the most hostile climates in 
the world can produce oil in the first generation of experi
ence in the oil-shale area. At this level, obviously, 
experience suggests that it would be lower and one only 
need look at the synthetic rubber experience and see how 
we have reduced the price of synthetic rubber and increased 
the quality, I may add, to where synthetic rubber today is 
of better quality and cheaper than the natural rubber. This 
is, of course, part of the study that we did when we were 
investigating the operation of a cartel. But there are 
other sources of energy that would at a higher level of 9, 
10, 11 dollars a barrel, and looking at the way countries 
must behave when substantial investments are made in par
ticular to bring on these higher sources. They must be 
protected in the future through import quotas or license 
fees which, from the producer's point of view, removes the 
market for them.

They have desires, as they do, to industrialize and 
diversify. They need the assurance, or should have that 
assurance, of a long-term market in order to sell their 
commodities. A country with 50, 60 or 100 years of re
serves in oil cannot be just looking at the next decade as 
far as the marketing of this product, because realizing the 
dream of industrialization and diversification is going to 
take a good deal longer than that.
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Give me the first part of your question, I forgot what 
you asked there. Maybe the translator could translate when 
I leave because I can’t check on it anyway.

QUESTION: Did you make commitments with the oil pro
ducers as to their investments?

SIMON: No. I gave them a proposal on what might be
invested, but it is up to the investor to make the decision 
as to a size of the investment he wishes to make and the 
maturity schedule he wishes to invest in, there again de
pending on what priorities he has. We do not have a firm 
commitment; we made a definitive proposal and we would ex
pect to hear from them in the near future.

QUESTION: The French government has plans to aid
French commercial banks. What are the U.S. government 
plans in respect to American commercial banks?

SIMON: That would be a question that should properly
be aimed at our Federal Reserve System whose function is 
the lender of last resort for our American institutions. I 
think there is some action as far as the Franklin National 
Bank is concerned. They indeed do insist on a collateralized 
basis. Institutions that have difficulties as far as li
quidity is concerned and there is a difference, you know, 
between liquidity and solvancy, but I think that the recent 
experiences in the exchange rates problems by the two banks 
on the other side of the Atlantic has demonstrated or renewed 
need to make sure that regulations in surveillance of these 
institutions is strengthened as important or more important 
than than, that the management of these institutions must 
make sure to the best of their ability that they are not 
taking these outside risks on the voluble market.

QUESTION: Did Mr. Fourcade indicate what measures
France intends to take?

SIMON: No, he did not.
QUESTION: With Mr. Fourcade did you specifically dis

cuss the future price of gold?
SIMON: We talked in the broad area of international

monetary reform and the International Monetary Fund’s 
arrangements on the subject of gold-was preliminary in 
nature and just an exchange of views not relative to any
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of the specifics or recommendations which might be taken or 
made by specific countries. Now, the price of gold, we have 
already agreed, the G-10 as you know, that countries will 
be able to use their gold as collateral for loans at a 
market price and this will assist some nations who are 
having difficulties, such as Italy right now, as well as 
it would have been a special fund that was created.

QUESTION: That, apparently, is just an interim arrange
ment, is it not?

SIMON: Well, it may save specific problem that we face
right now. I donft know what you mean by interim. It was 
agreed by the G-10 that the country would be allowed to use 
gold as collateral for loans and so as far as we in the 
United States are concerned, this is in place and people 
are free to do so as long as they wish.

QUESTION: Mr. Secretary, what arrangements have been
made to aid the oil producing countries in their develop
ment plans?

SIMON: Well, one thing they don’t need is aid in the
traditional sense. We left a working group behind in Saudi 
Arabia. My Assistant Secretary of the Treasury, Gerry 
Parsky, is working there on the specifics of industrializa
tion and development, and this is important. It is not 
important in the spectacular sense of the newspaper people 
who would like to have some instant news. The long-term 
growth of this area can be assured by all the countries in 
the world lending their particular expertise.

How can the United States mobilize our private sector 
and educate it to the investment benefits of hard goods they 
need for import in these countries, our expertise in the 
government and our manpower and labor which is critically 
short in Saudi Arabia, the expertise in economic and finan
cial areas that we have in the U.S. government as well as 
the private sectors, the statistical base that is required 
in order to have any economy function properly? We can 
assist them in establishing this statistical base. Tax^ 
treaties between our countries would avoid double taxation 
and thereby give incentive to investors to go into these 
countries. There are many areas and each country with 
their different desires can be assisted by the government 
and by private industries as well, with the government 
showing the very visible presence and desire which gives 
the incentive to bring in foreign investment.
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QUESTION: Did you suggest to them specific areas of
investment?

SIMON: No, I did not go there as someone suggested
with the long laundry list of the U.S. investment in equities 
or industries because this is not the function of the Secretary 
of the Treasury.

QUESTION: Did you say what were the specific proposals
that you presented over there?

SIMON: Here, again, that is what the group is working
on now. Ways, just the way I answered the last question, 
ways to mobilize the private sector in the U.S. and educate 
it as to the attractiveness of the investment there, the 
statistical base, the team of tax experts, the financial and 
economic expertise, the manpower and the labor, or agricul
tural experts focusing primarily on desert agriculture.
Research and development, you know they have today no problem 
with energy with their obvious vast resources. But solar 
energy is an obvious area for development in Saudi Arabia.
That is one thing in the whole of the Mid East.

I was delighted to see it was raining here today be
cause I have not seen any in a long time. One realizes 
he misses that perhaps, but there is a broad menu to be^ 
discussed that covers just every single area. Some of it 
can be provided by the U.S. government, others can be pro
vided by other sectors. But the U.S. government can remove 
a great deal of impediment that encourages investments.

Thank you.

0O0



MEMO TO CO RRESPONDENTS:

The a t t a c h e d  f i n a l  r e g u la t io n s  have  been  i s s u e d '  

by  th e  O f f i c e  o f  E conom ic  S t a b i l i z a t i o n  i n  c o m p lia n c e  

I  w ith  U . S .  D i s t r i c t  C o u r t  o rd e r  o f  June 14, 1974, and  

have  b een  fo rw a rd e d  to  th e  F e d e r a l  R e g i s t e r .

I n q u i r i e s  s h o u ld  be d i r e c t e d  t o  D i r e c t o r  Andrew  

M unroe , 2 0 2 -2 5 4 -3 2 7 5  o r  h i s  d e p u ty ,  H e n ry  P e r r i t t ,  

2 0 2 -2 5 4 -8 6 1 0 .

A tta c h m e n t



TITLE 6 - ECONOMIC STABILISATION 
CHAPTER I - COST OF LIVING COUNCIL 
PART 102 - PUBLIC ACCESS TO RECORDS

CLC-2 and CLC-22 Public Disclosure Amendments

On January 11, 1974, the Temporary Emergency Court of 
Appeals in the case of Consumers Union of United States v. Cost 
of Living Council, 491 F. 2d 1396 (1974), held that the Cost of 
Living Council's regulations governing disclosure of CLC quarterly 
reports unlawfully defined as proprietary certain information which 
under §205 (b) (3) of the Economic Stabilization Act could not be 
defined as proprietary. A petition for rehearing submitted by the 
Council to TECA was denied on February 5, 1974, and a petition to 
the Supreme Court for a writ of certiorari filed by The Business 
Roundtable (which had joined in the suit as defendant-intervenor) 
was denied on May 13, 1974. Thereupon the case was remanded to the 
U.S. District Court for the District of Columbia for further dis
position, and on June 14, 1974, Civil Action 1426-73, that court 
ordered the issuance of new regulations to conform with the TECA 
decision. The Council was ordered to issue final regulations by

July 24, 1974.
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Accordingly, on June 24, 1974, the Cost of Living Council 
issued for public carment a notice of proposed amendment to the 
Phase IV public disclosure regulations applicable to CLC-2 and CLC-22 
quarterly reports. The Office of Economic Stabilization (OES), as 
successor to the Council, has reviewed the comments received and has 
prepared the present final amendments.

Many requests for further time to provide comment were 
received. Since only 10 comments were received by the closing date 
specified in the preamble to the proposed amendments (i.e., July 8), 
the OES decided to consider all comments received through July 12, 
1974. A total of 38 written submissions were received by that date.
In view of the court-ordered deadline of July 24 for promulgation of 
the final regulations, the OES could not further extend the time for 
submitting comments as requested by seme firms. All comments received 
by July 12 were taken into account in promulgating the final version 
of the amendments, and the final amendments reflect some of the 
changes suggested in these comments.

In order to explain the changes which have been adopted 
and to discuss those which have not, the OES has listed below the 
significant questions or issues which were comnented on has 
indicated in each case the extent to which the OES has revised 
the proposed version of the present amendments.
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1. A u th o r ity .

Several firms raised the preliminary objection that, 
notwithstanding the court order of June 14, 1974, requiring the 
nra "to issue new regulations, to be applied retroactively," 
neither the Cost of Living Council, after April 30, 1974, nor 
the Office of Economic Stabilization as the successor agency 
had any authority to issue any regulations whatsoever in view 
of the expiration of the Economic Stabilization Act. This 
position was based primarily on the language of the first 
clause of §218 of the Act. Section 218 reads as follows;

"The authority to issue and enforce orders and 
regulations under this title expires at midnight 
April 30, 1974, but such expiration shall not 
affect any action or pending proceedings, civil 
or criminal, not finally determined on such date, 
nor any action or proceeding based upon any act
carmitted prior to May 1, 1974."
For the reasons given below, it is the opinion of

the OES that no authority survives under §218 to issue regula
tions or orders which would impose or reimpose any mandatory 
wage or price controls applicable to post-April 30 wage or 
price behavior. However, by virtue of the saving clause of 
§218, authority to issue regulations and orders survives
after April 30 with respect to matters relating to acts 
carmitted prior to May 1, 1974.
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The purpose of §218 is to terminate wage and price 
controls on April 30 without at the same time cutting off 
authority after April 30 to decide, determine or otherwise dispose 
of "actions" and "proceedings" which were either pending at the 
date of termination of controls or which might arise thereafter 
based on an act or acts committed before the termination of controls. 
This continuing authority applies to litigation and other compliance 
activities relating to acts canmitted prior to May 1, 1974, in vio

lation of the rules of the Econanic Stabilization Program. It also 
extends to other matters. Thus, OES Order No. 1, issued under author-

v<r ;o'v

ity of Executive Order 11788 and Treasury Department Order 233, dele
gates to various section heads within the OES such authority as, for 
example, the authority to make decisions and issue orders with respect to 
requests for exceptions and with respect to requests for reconsideration 
of adverse actions; to decide appeals fron adverse determinations by 
the IRS; to issue legal opinions and interpretations of the regulations, 
decisions and orders issued under the Economic Stabilization Regu
lations and of the laws relating thereto; to issue notices of probable 
violation and remedial orders; and to conduct hearings and request 
information with respect to these and other functions with respect to 
which authority continues.



Because it has explicit continuing authority to dispose 
of pending business, including the business of interpreting, en
forcing, penalizing infringement of, and granting exceptions fran 
the regulations which applied and continue to apply to acts com- 
mitted prior to May 1, 1974, the OES retains continuing authority 
to issue amendments to regulations (whether substantive or pro
cedural) which continue to apply or relate to acts committed prior 
to May 1, 1974, if necessary to cure same defect or emission in 
those regulations. This is consistent with the position the Cost 
of Living Council took with respect to its post-April 30 authority 
when on May 3, 1974, it issued amendments to Subpart H of the 
Phase IV price regulations and to the instructions to the 
Form CIC-22 in order to provide rules governing the submission 
of the final quarterly report under the program.

In the present instance, "acts committed prior to 
May 1, 1974," refers to pricing behavior as reflected in the 
quarterly reports concerned which cover periods prior to that 
date. The present amendments, which are designed to cure what

have been judicially determined to be defects in the public 
disclosure regulations applicable to those reports, concern 
only the extent to which the public shall have access to those
reports. To dispose of this issue and to make appropriate 
disclosure are among the "actions" based on acts committed prior 
to termination of the controls program which §218 of the Act
continues to authorize.
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In addition, the present amendments relate directly to 
and implement obligations imposed on all federal agencies by the 
Freedom of Information Act —  obligations which unquestionably 
survive expiration of the Economic Stabilization Act. Under this 
view of the case, authority to issue the present regulations is 
available to the OES pursuant to 5 U.S.C. 552, quite apart fran 
authority derived from the saving clause of §218 of the Economic 
Stabilization Act.
2. Applicability.

a. General Applicability.
Several firms expressed concern that the proposed amend

ments appeared to present the public disclosure requiranents as 
though they applied to all quarterly reports submitted. The 
confusion evidently arose from the fact that the proposed amend
ments applied to only two sections of Subpart F of Part 102 of 
the Phase IV regulations (§§102.55 and 102.56) leaving the

scope section of Subpart F (§102.51) unchanged and therefore 
unrepublished in the proposed amendments. Section 102.51 continues 
unchanged (except as otherwise provided herein) and sets forth 
all of the technical restrictions limiting application of the 
disclosure requirements pertaining to CLC forms. These require
ments are limited to CLC quarterly reports submitted pursuant to
§130.21 (b) or §150.161 by firms with $250 million or mere of annual 
sales or revenues which charged a price for a product line which
exceeded by more than 1.5% the price lawfully in effect for that



product line on January 10, 1973, or on the date 12 months preceding 
the end of the quarterly reporting period, whichever is later. The 
firm itself identifies applicability of public disclosure by 
subrutting extra copies of reports specifically marked and , 
prepared for disclosure purposes (see §102.54). 

b. Applicability in Phase IV.
The question was raised as to why the requirement to 

disclose certain CLC quarterly reports was extended by the Phase 
IV regulations to Phase IV reports (CLC-22s) as well as Phase III 
reports (CLC-2s), inasmuch as the disclosure requirement as set 
forth in §205 of the Economic Stabilization Act, as amended, 
relates only to "the reporting requirements under section 130.21(b) 
of the regulations of the Cost of Living Council in effect on 

January 11, 1973 . . .."
In the petition filed by the Cost of Living Council with 

the Temporary Emergency Court of Appeals requesting a rehearing 
with respect to TECA’s decision in Consumers Union of United 
States v. Cost of Living Council, the Council expanded on the 
argument, previously mentioned in the case, that the public dis
closure required by §205 of the Act during Phase III was not 
required with respect to Phase IV reports. The petition for 
rehearing was denied, as mentioned above. In addition, the district 
court's order of June 14, 1974, required, in accordance with the 
specific guidance of the appeals court, that the "information or 
data required on lines 7 through 18, line 24 (column C), lines 27
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through 33, and lines 35 through 39 of the Council’s form CLC-22 
and the analogous lines of form CLC-2" be defined in the new 
regulations as non-proprietary. For these reasons, the OES 
believes it may not now revise the Phase IV public disclosure 
regulations to restrict application of the requirements for public 
disclosure of quarterly reports to Phase III reports only,

c. Applicability to the Health, Food, and Construction 
Industries.

Section 205 of the Act applies the public disclosure 
requirements to any firm "subject to the reporting requirements 
under §130.21 (b) ... in effect on January 11, 1973. . ."
Section 130.2103) is found in Subpart C of the Phase III regula
tions, and the provision which governs the scope of Subpart C 
(§130.20) states that Subpart C did "not apply to price adjust
ments in the food industry or in the health services industry, 
to rate increases by public utilities, or to pay adjustments 
affecting employees of firms in the food industry, the health . 
services industry, or the construction industry." It did not 
apply to the sectors mentioned because in all those sectors 
(except public utilities) mandatory controls continued to apply
and §130.21(b) provided for quarterly reporting only in the so- 
called "voluntary" sector. A firm meeting the requirements of a 
food firm reported in Phase III pursuant to §130.52 or §130.54 
and a provider of health services reported in Phase III pursuant 
to §130.61.
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The Cost of Living Council did not, therefore, apply 
its reports disclosure regulations in Phase III to reports 
submitted by food firms or providers of health services. This 
is demonstrated by the fact that §102.50, effective June 14,
1973, limited application of the reports disclosure regulations 
to firms subject to the quarterly reporting requirements of 
§130.21(b), and by the fact that those regulations provided no 
guidance as to the proprietary or non-proprietary nature of the 
information on the forms used by providers of health services 
(Form S-52 and S-53) as was provided in the case of the CLC-2.
The fact that the CLC-2 was used for reporting purposes by food 
firms in Phase III as well as by firms in the "voluntary" sector 
generally does not alter the fact that the food reporting require
ment was imposed by §130.52 or §130.54, not by §130.21(b).

In Phase IV, the reference in the reports disclosure 
regulations to the quarterly reporting requirements of §130.21 (b) 
was replaced by a reference to §§150.1 (c) and 150.161. Section 
150.1(c) provided that unfiled reports required under Phase III 
still had to be filed with the Council in Phase IV. Section 
150.161, found in Subpart H, contained the Phase IV quarterly 

reporting requirement of general applicability. In Phase IV, 
providers of health services did not report pursuant to §3.50.161
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but reported pursuant to Subparts O and R. Similarly, food
manufacturers reported pursuant to Subpart Q and food wholesalers/
retailers pursuant to Subpart K. To this extent, therefore, it is
clear that neither the reports disclosure requirements of Phase III
nor those of Phase IV apply to the health or food industry.

Food service organizations, on the other hand, did report
pursuant to §150.161 in Phase IV. In order that the Phase IV
reports disclosure regulations be consistent with those of Phase III,
§102.51 is amended to provide that the reports disclosure regulations
apply in Phase IV only to those categories of firms to which they
applied in Phase III under §130.21(b). Food service organizations,
(if any) which filed CLC-22s for public disclosure purposes should 
advise OES immediately. OES cannot assume responsibility for
cleansing its reports disclosure files of reports unneccessarily
submitted and will not delay disclosure to await clarification
by food service organizations.

Under the Phase IV rules governing food manufacturers,
a firm which both derived less than 20% of its annual sales or 
revenues fran food manufacturing and less than $50 million of 
annual sales or revenues fran food manufacturing activities 
could elect to price with respect to those activities either in 
accordance with Subpart E (general manufacturing) or Subpart Q 
(food manufacturing). Such a firm was classified as a non-food 
or general manufacturing firm because its food manufacturing 
activities were minimal. It reported, therefore, pursuant to
§150.161.
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I f  such a f ilm  e lected  to  p r ic e  w ith  re sp ect to  i t s  food 

m anufacturing a c t iv it ie s  in  accordance w ith  Subpart E , i t  was 

not requ ired  to  f i l e  the Schedule F (the form a p p lic a b le  to  

food m anufacturing a c t iv i t ie s ) . However, i f  i t  chose the other 

op tion  a v a ila b le  to  i t , the firm  was requ ired  to  f i l e  a  schedule  

F a lo n g  w ith  i t s  CLC-22 f i le d  pursuant to  §150.161. For t h is  

reason, the p ro p rie ta ry /n o n -p ro p rie tary  breakdown o f Schedule  

F data  w hich i s  provided in  §102.56(d) i s  needed but i t  a p p lie s  

o n ly  to  th ose  e s s e n t ia lly  non-food firm s ( i f  any) which use the  

Schedule F fo r  food m anufacturing a c t iv it ie s  and which are  requ ired  

to  d is c lo s e  th e ir  q u a rte rly  re p o rts.

W ith re spect to  the co n stru ctio n  in d u stry , i t  seems 

c le a r  th a t the above-quoted statem ent in  §130.20 a s to  the  

n o n -a p p lic a b ility  o f Subpart C o f  the Phase I I I  ru le s  to  "pay  

adjustm ents a ffe c t in g  employees o f firm s in  • • • the co n stru ctio n  

in d u stry " meant th a t the q u a rte rly  re p o rtin g  requirem ents o f  

§130.21(b) ap p lie d  a t  the s t a r t  o f Phase I I I  to  p r ice  adjustm ents 

in  the co n stru c tio n  in d u stry .

On June 13, 1973, separate  re p o rtin g  req u ire 

ments fo r  Phase I I I  a p p lic a b le  to  co n stru ction  firm s were p laced  

in  e f fe c t  under §130.73, a s p a rt o f the re -irrp o sitio n  o f mandatory
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price controls in the construction industry which occurred at that 
time. Under §130.73, the requirement to report was made an annual 
requirement, as opposed to the quarterly reporting requirement found 
in §130.21, and that reporting requirement was imposed on all firms 
with annual sales or revenues of $50 million or more from construction 
operations, unlike the level of $250 million or more of annual sales 
or revenues which applied to firms subject to §130.21(b). The reports 

submitted under Subpart H of Part 130 were not subject, therefore, 
to the reports disclosure regulations of the Council. The reports 
disclosure requirement was also not imposed on construction firms 
in Phase IV since the reporting requirement continued to be limited 
to the submission of annual reports and that requirement was 
imposed by a special reporting section (§150.457) rather than the 
general reporting section (§150.161) of the Phase IV rules.

On the other hand, to the limited extent that construction 
firms submitted CLC-2 quarterly reports under the Phase III rules 
as in effect prior to the change to annual reporting, the reports 
disclosure requirements apply.
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d. Applicability to Privately-Held Firms.

A number of firms caimented that the proposed 
regulations should be revised to provide that the reports 
disclosure regulations do not apply to privately-held firms 
which are not required to file reports with the Securities and 
Exchange Ccrmission. This suggestion was based on the view that 
the requirement imposed by §205 of the Economic Stabilization 
Act to disclose CLC reports presupposed that the firms concerned
had to file with the SEC. Under this view, the change wrought 
by paragraph (b) (3) of §205 was to require public disclosure,
on a product line basis, of the same information already reported 
in more consolidated form to the SEC.

The Internal Revenue Service and the Cost of Living 
Council both interpreted §205 to apply to all firms, whether 
publicly or privately held, and none of the public disclosure 
regulations under the Economic Stabilization Program have ever 
made any exception with respect to CLC forms submitted by 
privately-held firms.
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Section 205(b) (1) of the Economic Stabilization Act of 
1970, as amended, states that "any business enterprise subject to 
the reporting requirements" of the Economic Stabilization Program 
"shall make public any reports so required" which covers a period 
during which prices were increased by a certain amount. No • 
exceptions are stated.

Section 205 furtner states the terms and conditions 
under which certain information on the CLC quarterly reports may 
be defined as proprietary and therefore withheld frcm public 
disclosure. Paragraph (b) (3) of §205 provides that information 
or data may not be defined as proprietary if it "cannot currently 
be excluded frcm public annual reports to the Securities and 
Exchange Commission pursuant to section 13 or 15(d) of the 

Securities Exchange Act of 1934 by a business enterprise 
exclusively engaged in the manufacture or sale of a substantial 
product . . . .  [emphasis added]. |

The purpose of paragraph (b) (3) is to provide guidance to 
the Economic Stabilization Program as to what must be disclosed in 
any event. It does not alter the applicability of the public 
disclosure requirement to all firms subject to quarterly reporting, 
as provided in paragraph (b) (1) of §205. Paragraph (b) (3) appears 
to mean that if the information cannot be excluded from SEC "public
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annual reports" generally it cannot be excluded from the public 
disclosure requirements applicable to all CLC quarterly reports.
Therefore the pablic disclosure requirements should apply regard
less of whether the particular firm concerned was required to file 
a particular report with the SEC.

In addition, this view of the language of §205 is in 
accord with the general purpose of §205, as amended, which 
was essentially to provide a public check on the extent of 
compliance by firms in the "voluntary" sector as defined in 
Phase III. It is totally irrelevant to this purpose whether a 
firm was publicly owned or privately held.

Finally, the OES position is consistent with the general tenor 
of the decision in Consumers Union of the United States v. Cost 
of Living Council, previously mentioned. Although tiiat decision 
did not touch directly upon the present issue, the principle laid 
down by that decision was that data on CLC forms was not to be
withheld from public disclosure on the basis of technical distinctions 
unless clearly required by §205. It is not appropriate to carve 
out a new area of exclusion from public disclosure, subsequent 
to the judicial determination in this matter and contrary to the
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position previously taken by the Economic Stabilization Program.
OES has therefore not provided any exception in these amendments 
with respect to firms which do not report to the SEC.

3. Procedures.
a. Revision of Reports.

Seme firms asked that they be given an opportunity, 
in view of the broadened disclosure requirorients, 
to refile public disclosure reports already submitted in order to
delete certain material or otherwise to revise their submissions.
Seme firms suggested .that they may have submitted information that 
was not actually required by the CLC form, either by design (to 
aid review of the form by the Council) or through inadvertence.
Other firms , stating that they would have aggregated their product 
lines in a somewhat different manner had they known of the greater 
degree of public disclosure which eventually would be required, 
asked for an opportunity to refile now using a higher level of 
aggregation for their product lines.

The level of aggregation for product line purposes was 
not a matter of choice in Phase IV (except that a firm could choose 
to report on a product-by-product basis instead of a product-line 
basis). The definition of "product line" in Phase IV always required
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that the level of aggregation used reflect the firm's "customary
pricing unit (e.g., cost or profit center)." in fact, the "customary 
pricing unit" requirement was adopted in Phase III in connection
with the CLC-2 and was re-adopted for Phase IV. It was the 
custernary organization of cost or profit centers within the firm, 
therefore, which always determined the firm's product lines from 
the time the CLC reports disclosure requirement was first

promulgated in June 1973. Consequently there is no basis for the 
suggestion that in Phase IV firms were permitted freely to select
or change the level of product-line aggregation on the CXC-22.

To permit firms now to refile using a different product
line aggregation or otherwise to revise quarterly reports previously 
submitted for disclosure purposes would open the door to widespread 
evasion of the public disclosure requirements since such revision 
would be motivated by a desire to avoid disclosure of information 
to the extent possible. Such revision, if permitted, might also 
unsettle much of the Phase IV compliance program since ccmpliance 
with the price regulations was tested largely upon the basis of 
the quarterly reports as submitted. Finally, to allow revision of 
previously-submitted reports wauld result in an intolerable additional

administrative burden.



For these reasons, the reports disclosure amendments do not
authorize the submission of revised reports for public disclosure 
purposes,

b. Return of Proprietary Information.
Because of concern about the possibility of administrative 

error on the part of the OES in disclosing portions of quarterly reports 
not required to be disclosed, it was proposed by sane firms .that 
all proprietary information be returned to a firm if the firm 
requests it. Federal law prohibits and authorizes penalties for 
the destruction or removal of documents and records received by 
an agency pursuant to law (18 U.S.C. 2071, 44 U.S.C. 3105).
Reports submitted under the Economic Stabilization Program will 
not be returned to submitting firms.

c* Materials to be Disclosed; Filing Extra Copies.
As mentioned in the preamble to the proposed regulations, 

the effect of the judicial determination in this matter is to 
require full disclosure of the entire unaltered CLC-2 or CLC-22 
proper as originally submitted. However, for the reasons stated 
in that preamble, the supporting schedules (C, F, R, and/or T)

m

can still be disclosed in their altered form (in the form previously 
submitted for disclosure purposes in accordance with the Phase IV 
regulations prior to these amendments). It was proposed, therefore, 
that the simplest procedure would be to disclose (1) a copy of the



entire altered report (CLC-2 or CLC-22 with attachments and 
schedules) as previously submitted for disclosure purposes in 
accordance with pre-existing regulations, plus (2) a copy of the
original CLC-2 or CLC-22 proper, in unaltered form.

In comments received it was suggested that firms be
permitted to submit for disclosure purposes copies of the 
unaltered CLC-2 or CLC-22 proper, as originally submitted, as an .
air? in avoiding administrative error. This would permit the OES 
to make full public disclosure without opening the file containing
the original or proprietary copy of the quarterly report to make a 
copy of the form. The OES believes this is a useful proposal and 
invites all firms to do this if they wish to do so. Extra copies 

of the CLC-2 or CLC-22 proper (i.e., the form itself with no 
attachments) may be filed, but they must be accompanied by a 
certification as to the authenticity of the copies sighed by 
an authorized individual as defined in the CLC-2 and CLC-22 
instructions. However, the OES will not delay disclosure 
procedures to await receipt of copies of CLC-2s or CLC-22s to 
be supplied by firms.

The OES hereby confirms its intention to disclose, in 
accordance with these amendments, the following materials: (1) 
the entire "disclosure" copy of the CLC-2 or CLC-22 report (i.e., 
the form with schedules and other attachments as specially prepared
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and previously submitted for disclosure purposes in accordance with 
the reports disclosure regulations as in effect prior to these 
amendments) ; plus (2) a copy of the unaltered version of the CLC-2 
or CLC-22 proper (i.e., the form itself, as originally submitted for 
reporting purposes, without any supporting schedules or attachments).

d. Notification of Disclosure Request.
The OES received comments requesting that advance notice

of disclosure requests be given to firms, to provide an opportunity 
fear firms to be heard and to review submitted disclosure reports 
before disclosure is made, or to file suit against the OES to 
prevent disclosure. -The OES believes these procedures are not 
required and are administratively unfeasible.

However, the OES plans to provide notification by mail 
to each firm whose quarterly report is the subject of a request for 
public disclosure. This will be done the first time disclosure is 
made with respect to a particular report.

e. Method of Disclosure.

The OES shares the ccncem expressed by many firms that, 
proprietary information may be inadvertently disclosed. The OES
has established internal procedures designed to avoid such error 
and to assure orderly processing of disclosure requests. As part
of this effort, the OES plans, at least initially, to process 
requests for disclosure of quarterly reports by mail only. Written 
requests for disclosure may be submitted in person or by mail, 
but disclosure will be made' by mail only.
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Requests for public disclosure of QIC—2 or QIC—22 
reports must be clearly labeled as such on the envelope and 
must specify both the firm and the quarter concerned. The 
reports disclosure regulations have been amended to establish 
fees for copies of reports made available. Billings will be 
included with reports when mailed by OES.

In consideration of the foregoing, Subpart F of Part 
102 of Title 6 of the Code of Federal Regulations is amended 
as set forth below, effective July 24, 1974.

(Economic Stabilization Act of 1970, as amended, Pub.L. 92-210,
85 Stat. 743; Pub.L. 93-28, 87 Stat. 27; E.O. 11788, 39 FR 22113; 
Treasury Department Order No. 233, 39 FR 24501.)

Issued in Washington, D.C., July 24, 1974.

Director
Office of Economic Stabilization 
Department of the Treasury
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1. Section 102.51 is amended to read as follows :
§102.51 Purpose and scope.

(a) The purpose of this subpart is to define, pursuant
to section 205 fa) (3) of the Economic Stabilization Act of 1970,
as amended, what information or data contained in quarterly re
ports submitted to the Cost of Living Council or Office of
Economic Stabilization pursuant to §130.21(b) or §150.161 of this
title is proprietary in nature and therefore excludable from
public disclosure and, conversely, what information or data contained
in those quarterly reports is nonproprietary in nature and therefore
available to the public.

(b) This subpart applies to:
(1) A business enterprise which —
(i) Has annual sales or revenues of $250 million or

more?
(ii) Is subject to the quarterly reporting requirements 

of §130.21(b) or the quarterly reporting requirements of both 
§130.21(b) and §150.161 of this title; and

(iii) Charges a price for a substantial product which 
exceeds by more than 1.5 percent the price lawfully in effect for 
that product on January 10, 1973, or on the date 12 months pre
ceding the end. of the quarterly reporting period, whichever is
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later; and
(2) A Council form submitted pursuant to the quarterly 

reporting requirement of §130.21(b) or §150.161 of this title, 
and any schedule or supporting information or document attached 
thereto in accordance with the instructions to the form.

2. Section 102.54 is amended by adding at the end thereof a new 
paragraph (e) to read as follows:
§102.54 Disclosure procedure

* * * * *
(e) Notwithstanding the provisions of §102.31,

there will be a fee for making quarterly reports avail
able pursuant to this subpart as follows: for each report, (1) 
$1.00 to cover cost of search and handling, plus (2) 10 cents 
per page to cover cost of reproduction.

3. Section 102.55(a) is amended to read as follows:

§102.55 Form CLC-2 data.
*

(a) Form CLC-2 Proper.
(1) Part I (Identification Information).
The information called for in Part I (and in the spaces 

provided above Part I) serves to identify or describe the firm, 
the type of filing, the reporting or fiscal periods in question, 
and the total sales or revenues of the firm for the last fiscal
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year. All of the information required,' other than the annual 
sales or revenues of the firm* is nonproprietary data because 
it does not include either trade data or general financial 
data other than SEC data, and is generally available to the 
public elsewhere. The annual sales or revenues of the firm 
(line 5) is also nonproprietary because it has been judicially 
determined to be SEC data.

(2) Parts II and III (Profit Margin Calculations).
All information called for in Parts II and III has been

judicially determined to be nonproprietary.
(3) Parts IV and V (Other Information).
Parts IV and V call for names, titles, addresses and 

similar nonfinaneial information, including signature and date. 
Everything required in these parts is nonproprietary data

I • 8 1  i ]

because if does not include either trade data or general 
financial data other than SEC data, and is generally available
to the public elsewhere.

(4) Part VI (Price/Cost Information).
The information required at the top of the page —  the 

name of the firm, the reporting period dates and the cumulative 
period dates —  is nonproprietary data because it does not 
include either trade data or general financial data other than 
SEC data, and is generally available to the public elsewhere.
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All of the information required in Columns (a) and (b) 
on lines 1 through 19 and on any continuation schedules is 
nonproprietary data because only the names of product lines or 
service lines and related Standard Industrial Classification 
Codes are required. These are neither trade data nor general 
financial data other than SBC data and are generally available 
to the public elsewhere.

The general financial data required in Columns (c) and 
(h), lines 1 through 19 (and any continuation schedule) concerns 
sales by product or service line. Because the CIC definition 
of "sales" for these columns excludes sales fran public utilities 
activities, farming, exempt items, health service activities, 
custom products and food operations, the Column (c) or (h) sales 
entry not coincide entirely with the equivalent information
on the SBC Farm 10-K prepared as though the firm were a 
single-product-line firm. However, the data in Columns (c) and 
(h) has been judicially determined to be sufficiently similar 
to SBC data to be considered nonproprietary data.

The data required in Columns (c) and (h), lines 20 
through 26,except line 23, has been judicially determined to 
be nonproprietary data. The entries required on line 23, columns
(c) and (h) (Sales of or from Foreign Operations), were not 
judicially determined to disclose nonproprietary data and were 
previously determined by the Council to be proprietary items. 
However, because lines 20 through 25 add, and the total is
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provided on line 26 (nonproprietary), the effect of the judicial 
determination with respect to this section is to render the 
data required on line 23 nonproprietary. The Council therefore 
deans the information required on line 23 to be nonproprietary 
data.

Columns (d), (e), (g)̂ and (i) all call for price data.
All information required is, therefore, nonproprietary data.

The data required in Column (f) is a percentage figure 
representing "cost justification" for each product or service 
line entered in lines 1-19 and on any continuation schedule 
for which a price increase is indicated in Column (e). The
general financial data required in Column (f), line 22, is 
the cost justification supporting the weighted average price
increase for the combined product or service lines. These are
calculations unique to the Form CLC-2 and find no counterpart 
on the SBC Form 10-K. However, in order to fulfill the general
purpose of §205 of the Economic Stabilization Act of 1970, as
amended, and in exercise of the authority granted thereunder,
the Council defines the data required in Column (f), lines 1-19,
inclusive, line 22, and on any continuation schedule, as
nonproprietary CLC data.

* * * * *
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4. Section 102.56 is amended in paragraphs (a) and (e) (6) to read 
as follows;

§102.56 Form CLC-22 data.
(a) Form CLC-22 ‘ Proper.
(1) Part I (Identification data).
The information called for in Part I serves to identify 

or describe the firm, the type of filing, the reporting or 
fiscal periods in question, and the total sales or revenues of 
the firm for the last fiscal year. All of the information 
required,other than the annual sales or revenues of the firm, 
is nonproprietary data because it does not include either trade 
data or general financial data other than SEC data, and is 
generally available to the public elsewhere. The annual sales 
or revenues of the firm (itan 7) is nonproprietary because it 
has been judicially determined to be SEC data.

(2) Parts II and III (Profit Margin Calculations).
All information called for in Parts II and III has been

judicially determined to be nonproprietary.
(3) Parts IV and V (Additional Information).
Parts IV and V call for names, titles, addresses, and 

similar non-finaneial information, including signature and date. 
Everything required in these parts is nonproprietary data 
because it does not include either trade data or general 
financial data other than SEC data, and is generally available 

to the public elsewhere. .
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(4) r.irt VI (Pr ice/Cost Information).

The information required in itarw 22 and 23 —  the name 
Oa. the fnm, and the reporting jxxicd dates —  is nonproprietaxy 
d\ti\ because it docs not include either trade data or general 
financial data other tlnn SB2 data, and is generally available 
to the public elsewhere.-

Ml of the information r e w i r e d in Columns (a) and (b) 
for item 24 and on any continuation schedule is nonproprictary 
data because only the names of product! lines or service lines 
and related Standard Industrial Classification Codes are
required. These are neither trade data nor general financial

than SIX' datai andaré generally available to the
public cdxcvhore.

The general financial data rexjuixed in Column (c), item 
24 (aid any continuation schicdulc) concerns sales by product 
line or service line. Because the CLC definition of "sales" 
for this column excludes sales from public utility operations, 

foreign operations, insurance o[xxaticns, agricultural products, 
aid, where required, construction operations, the Column (c) 
sales entry does not coincide entirely with the equivalent 
informatics on tlx.* BIX Form 10-K jrepared as though the firm 

were a single-pxcxluct-line firm. However, the data in Column
(c), item 24 has been judicially determined to be sufficiently 
similar to BIX data to he considexal nonproprictary data.



The data required in Column (c), lines 25 through 39,
except line 34, has been judicially determined to be nonproprietary
data. The entry required on line 34 ("Foreign Operations") was 
not judicially determined to disclose nonproprietary data and
was previously determined by the Council to be a proprietary item./
However, because lines 26 through 38 add, and the total is 
provided in line 39 (nonproprietary), the effect of the judicial 
determination with respect to this section is to render the 
data required on line 34 nonproprietary. The Council therefore 
deems the information required on line 23 to be nonproprietary 
data.

Column (d) is used only for prenotif.ication purposes and 
is not filled out when the CLC-22 is used as a quarterly report. 
Columns (e) and (g) both call for price data. All information 
required is, therefore, nonproprietary data.

The data required in Column (f) is a percentage figure 
representing "cost justification" for each product line or 
service line entered in iton 24 and on any continuation schedule 
for which a price increase is indicated in Column (e). These 
are calculations unique to the Form CLC-22 and find no counter
part on the SEC Form 10-K. However, in order to fulfill the 
general purpose of §205 of the Economic Stabilization Act of
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1970, as amended, and in exercise of the authority granted 
thereunder, the Council defines the data required in Column (f), 
item 24, and on any continuation schedule, as nonproprietary 
CLC data.

* * * * *

(e) Schedule R (Reconciliation of Forms 10-K, 1Q-Q 
or other Financial Statements to Form CLC-22).

* * * * *
(6) Lines 12 (Net sales) and 13 (Operating inccme) are 

already defined in Parts II and III of the Form CLC-22 as 
nonproprietary data..

* * * * *
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HINSTON, D.C. 20220 JREPH Q N E W04-2041 " S

FOR RELEASE 6:30 P.M. Ju ly  29, 1974

RESULTS 0? TREASURY’ S WEEKLY BILL AUCTIONS

Tenders fo r  $ 2 . 6  b i l l i o n  o f 13-week Treasury b i l l s  and fo r  $1.9 b i l l i o n  
of 26-week Treasury b i l l s ,  both s e r ie s  to be issued on August 1 , 1974, 
were opened a t the F e d e ra l Reserve Banks today. The d e t a ils  are as fo llo w s :

RANGE OF ACCEPTED 13-week b i l l s
COMPETITIVE BIDS: m aturing October 31, 1974

26-week b i l l s  
m aturing January 30, 1975

P r ic e
E q u ivalen t  
Annual Rate P r ic e

Equivalent 
Annual Rate

High 98.079 
Low 98.032 
Average 98.054

7.600% 
7.785% 
7.698% 1A

9 6 . 0 3 1 a /  7.851% 
95.888 8.134% 
95.928 8.055% 1/ £

a/ Excepting 1 tender o f $20,000

Tenders a t  the low p r ic e  fo r  the 13-week b i l l s  were a l lo t t e d  87%. 
Tenders a t  th e  low p r ic e  fo r  the 26-week b i l l s  were a llo t t e d  12%.

TOTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:

D is t r ic t A p p lied  For Accepted Applied For Accepted

Boston $ 40,860,000 $ 30,860,000 $ 23,035,000 $ 13,035,000
New York 3, 165,875,000 2,163,485,000 2,287,640,000 1,411,440,000
P h ila d e lp h ia 27,635,000 25,650,000 14,170,000 14,170,000
Cleveland 82,805,000 50,295,000 52,315,000 52,315,000
Richmond 45,500,000 29,000,000 29,990,000 25,740,000
A tlan ta 37,590,000 35,045,000 20,730,000 20,730,000
Chicago 274,765,000 120,430,000 221,475,000 186,000,000
S t. Lo u is 37,310,000 23,310,000 29,115,000 20,115,000
M inneapolis 16,270,000 14,010,000 9,300,000 9,300,000
Kansas C it y 27,555,000 27,555,000 25,910,000 25,410,000
D allas 34,940,000 24,940,000 24,815,000 19,815,000
San F ra n c isco 162,590,000 55,595.000 145,040,000 102,040,000

TOTALS $3, 953,695,000 $2,600,175,000 h j $2,883,535,000 $1 ,900,110,000

J|§ In clu d es $ 400,800,000 noncom petitive tenders accepted at average price. 
S j  In clu d es $ 235,885,000 noncom petitive tenders accepted at average price, 
jl/ These r a te s  are on a ban k-discou n t basis. The equivalent coupon—issue 

yields are 7.96% fo r  the 13-week bills, and 8.51% f°r 26-week bills.



Department of theTREASURY
HINGTON, D C. 20220 TELEPHONE W 0 4 ^ 4 I|

FOR IMMEDIATE RELEASE , fc v, Ju ly  30, 1974

TREASURY’ S WEEKLY BILL OFFERING

The Treasury Department, by t h is  p u b lic  n o tic e , in v ite s  tenders fo r  two 
[series o f Treasury b i l l s  to  the aggregate amount of $4,500,000,000, or th ereab o u ts, 
to be issued August 8, 1974, as fo llo w s :

91-day b i l l s  (to m atu rity date) in  the amount o f $2,600,000,000, or th ereab o u ts, 
representing an a d d itio n a l amount o f b i l l s  dated May 9, 1974, and to mature 

(November 7, 1974 (CUSIP No. 912793 UX2), o r ig in a lly  issued in  the amount o f 
$1,801,315,000 (an a d d itio n a l $100,065,000 was issued on June 5 , 1974), the  
additional and o r ig in a l  b i l l s  to  be fr e e ly  in terch an geab le.

182-day b i l l s  fo r  $1,900,000,000, or thereabou ts, to be dated August 8, 1974, 
and to mature February 6, 1975 (CUSIP No. 912793; VU7).

The b i l l s  w i l l  be issu ed fo r  cash and in  exchange fo r  Treasury b i l l s  maturing 
August 8, 1974, outf£i|pding in  the amount o f $4,303,015,000, o f which Government 
accounts and F ed e ra l.R e se rv e  Banks, fo r  themselves and as agents o f fo r e ig n  and 
international monetary a u t h o r it ie s , p re se n tly  hold $2,566,520,000. These accounts 
may exchange b i l l s  they hold fo r  the b i l l s  now being o ffe re d  a t the average p r ice s  
of accepted ten d ers.

The b i l l s  o f both s e r ie s  w i l l  be issu ed on a discount b a s is  under co m p etitive  
and noncom petitive bid d in g as h e r e in a fte r  provided, and a t  m atu rity th e ir  fa c e  
amount w i l l  be payable w ithout i n t e r e s t . They w i l l  be issued in  bearer form in 
denominations of $10,000, $15,000, $50,000, $100,000, $500,000 and $1,000,000 (maturity 
value) and in book-entry form to designated bidders.

Tenders w i l l  be received a t Fed eral Reserve Banks and Branches up i-o the c lo s in g  
hour, o n e -th ir ty  p .m ., E astern  D a y lig h t Saving time, Monday, August 5, 1974.

Tenders w i l l  not be receive d  a t the Treasury Department, Washington. Each tender 
must be fo r  a minimum o f $10,000. Tenders over $10,000 must be in  m u ltip le s  o f 
$5,000. In  the case o f co m p etitive tenders the p r ice  o ffe re d  must be expressed on 
the basis o f 100, w ith not more than three d ecim als, e . g . ,  99.925. F ra ctio n s may 
not be used. I t  i s  urged th at tenders be made on the printed forms and forwarded 
in the s p e c ia l  envelopes which w i l l  be supplied by Federal Reserve Banks or Branches 
on a p p lic a tio n  th e r e fo r .

Banking institutions and dealers who make primary markets in Government 
securitiesL and report_daily to the Federal Reserve Bank of New York their positions

(OVER)
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w ith resp ect to Government s e c u r it ie s  and borrowings thereon may submit tenders 
fo r  account o f customers provided the names o f the customers are set fo r th  in  
such ten d ers. Others w i l l  not be perm itted to submit tenders except fo r  th e ir  
own accou n t. Tenders w i l l  be received w ithout dep o sit from incorporated banks and 
tr u s t companies and from resp o n sib le  and recognized d e alers in  investment securities.! 
Tenders from others must be accompanied by payment o f 2 percent o f the fa c e  amount 
o f Treasury b i l l s  applied f o r , un less the tenders are accompanied by an express 
guaranty o f payment by an incorporated bank or tr u s t company.

Immediately a ft e r  the c lo s in g  hour, tenders w i l l  be opened a t the Federal 
Reserve Banks and Branches, fo llo w in g  which p u b lic  announcement w i l l  be made by 
the Treasury Department o f the amount and p r ice  range o f accepted b id s . Only those 
subm itting com petitive tenders w i l l  be advised o f the acceptance or r e je c tio n  
th e re o f. The Secretary  o f the Treasury exp ressly  reserves the r ig h t  to accept 
or r e je c t  any or a l l  ten d ers, in  whole or in  p a r t , and h is  a c tio n  in  any such respectj 
s h a ll  be f i n a l .  Su b ject to these r e s e r v a tio n s , noncom petitive tenders fo r  each 
is su e  fo r  $200,000 or le s s  w ithout sta te d  p r ice  from any one bidder w i l l  be accepted 
in f u l l  at the average p r ice  (in  three decim als) o f accepted com petitive bid s for 
the re sp e ctiv e  is s u e s . Settlem ent fo r  accepted tenders in  accordance w ith the 
bid s must be made or completed a t the Federal Reserve Bank on August 8 , 1974, 
in  cash or other immediately a v a ila b le  funds or in  a l ik e  fa c e  amount o f Treasury 
b i l l s  maturing August 8 , 1974. Cash and exchange tenders w i l l  re ce iv e  equal

treatm ent. Cash adjustm ents w i l l  be made fo r  d iffe r e n c e s  between the par value of 
maturing b i l l s  accepted in  exchange and the issu e  p r ice  o f the new b i l l s .

Under Se ctio n s 454(b) and 1221 (5) o f the In te rn a l Revenue Code o f 1954 the 
amount o f discoun t at which b i l l s  issued hereunder are sold i s  considered to accrue 
when the b i l l s  are s o ld , redeemed or otherw ise disposed o f ,  and the b i l l s  are ex

cluded from co n sid e ratio n  as c a p ita l  a s s e ts . A cco rd in g ly , the owner o f Treasury 
b i l l s  (other than l i f e  insurance companies) issued hereunder must in clud e in  his  
income tax re tu rn , as ordinary gain or l o s s , the d iffe r e n c e  between the p r ic e  paid 
fo r  the b i l l s ,  whether on o r ig in a l issu e  or on subsequent purchase, and the amount 
a c tu a lly  received e ith e r  upon s a le  or redemption a t m atu rity during the taxable  
year fo r  which the return i s  made.

Treasury Department C ir c u la r  No. 418 (current re v isio n ) and t h is  n o tic e , 
p re scrib e  the terms o f the Treasury b i l l s  and govern the co n d itio n s o f th e ir  issue. 
Copies o f the c ir c u la r  may be obtained from any Federal Reserve Bank or Branch.



T H E  SEC RET A R Y  OF THE T R E A SU R Y

WASHINGTON. D.C. 2 0 2 2 0 [i ff
July 20, 1974

Dear Mr. Witteveen:

T h a n k  y o u  f o r  y o u r  l e t t e r  o-f June  27 i n  w h ic h  
m em bers o f  th e  Fund a r e  i n v i t e d  to  s u b s c r ib e  to  th e  
D e c l a r a t i o n  " c o n c e r n in g  t r a d e  and  o t h e r  c u r r e n t  a c c o u n t  
m e a su re s  f o r  b a la n c e  o f  p aym e n ts  p u r p o s e s "  w h ic h  w as  
p ro p o s e d  b y  th e  ad  h o c  C o m m itte e  o f  th e  B o a rd  o f  
G o v e r n o r s  o f  th e  I n t e r n a t i o n a l  M o n e ta r y  Fund on  R e fo rm  
o f  th e  I n t e r n a t i o n a l  M o n e ta r y  S y s te m  an d  R e la t e d  I s s u e s

Subscription to that Declaration by all members of 
the Fund will be an important step in assuring a cooper 
ative solution to the present problems of the world 
economy. By avoiding the introduction or intensifica
tion of trade or other current account restrictions for 
balance of payments purposes, members of the Fund will 
assure a more equitable adjustment to the burdens 
imposed by recent economic developments. Consequently, 
the Declaration has our full support.

In my capacity as a Governor of the Fund, I 
accordingly subscribe to the Declaration on behalf of 
the United States.

With best regards,

M a n a g in g  D i r e c t o r  
I n t e r n a t i o n a l  M o n e ta r y  Fund  
W a s h in g t o n ,  D . C .  20431



DECLARATION

A. A member of the Fund that subscribes to this Declaration 
represents thereby that, in addition to observing its obliga
tions with respect to payments restrictions under the Articles 
of Agreement of the Fund, it will not on its own discretionary 
authority introduce or intensify trade or other current account 
measures for balance of payments purposes that are subject to 
the jurisdiction of the GATT, or recommend them to its legis
lature, without a prior finding by the Fund that there is 
balance of payments justification for trade or other current 
account measures.
B. A member that subscribes to this Declaration will notify 
the Fund as far in advance as possible of its intention to 
impose such measures. If circumstances preclude the Fund from 
making the finding referred to in A above promptly after such 
notification, the member may nevertheless impose such measures, 
but will withdraw the measures, within such a period as may be 
fixed by the Fund in consultation with the member concerned,
if the Fund finds that there is no balance of payments justifi
cation for trade or other current account measures.
C. In arriving at the findings referred to above, the Execu
tive Directors are requested to take into account the special 
circumstances of developing countries.
D. In connection with this Declaration arrangements will be 
made for continuing close coordination between the Fund and the 
GATT.
E. This Declaration shall become effective among subscribing 
members when members having 65 per cent of the total voting 
power of members of the Fund have accepted it, and shall ex
pire two years from the date on which it becomes effective 
unless it is renewed.



[ Department of theTREASURY
ASHINGTON. D.C 20220 TELEPHONE W04-2041

MEMORANDUM TO THE PRESS July 31, 1974

For your reference, attached is the press 
conference held by Secretary Simon in London 
on July 25. The transcription is from a tape 
recording.
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SECRETARY OF THE TREASURY WILLIAM SIMO N: . . . o f f i c i a l  p a r t  o f  a v e r y  h e c t i c  t r i p ,  and I  g u e s s  we w i l l  h a v e  made 14 s t o p s  I n  t h e  16 d a y s  we w i l l  h a v e  b e e n  a w a y ,  many o f  t h e m ,  o b v i o u s l y ,  o n e - n 1 g h t  s t a n d s .To g i v e  y o u  some b r o a d  b a c k g r o u n d ,  and j u s t  t o  be  v e r y  b r i e f  b e c a u s e  we do h a v e  t o  go and c a t c h  a p l a n e .  The purpose f o r  my t r i p  was t o  s e e k  e c o n o m i c  c o o p e r a t i o n  and d e v e l o p m e n t ,  p r i m a r i l y  i n  t h e  M i d e a s t .  T h i s  i s  c o n s i s t e n t  w i t h  o u r  d i p l o m a t i c  e f f o r t s ,  t h e  e f f o r t s  o f  t h e  P r e s i d e n t  and S e c r e t a r y  K i s s i n g e r ,  on an o n g o i n g  b a s i s ,  b e c a u s e  o b v i o u s l y  t h e  i s s u e s  o f  w a r  and p e a c e  an d e c o n o m i c  d e v e l o p m e n t  a r e  i n t e r r e l a t e d .  W i t h o u t  p e a c e ,  we c a n n o t  h a v e  e c o n o m i c  p r o g r e s s  and e c o n o m i c  d e v e l o p m e n t .And w i t h  p r o g r e s s  i n  t h i s  a r e a ,  t h e  p o s s i b i l i t y  o f  a r e n e w a l  o f  h o s t i l i t i e s  i s  o b v i o u s l y  m i n i m i z e d .Now t h e  b a c k g r o u n d  on t h i s  t t r i p  - -  a s  y o u  a l l  a r e  w e l l - a w a r e ,  P r i n c e  Fa hd  came t o  W a s h i n g t o n  s i x  w e e k s  a g o  w i t h  a h i g h - l e v e l  d e l e g a t i o n ,  w o r k i n g  t o w a r d  a l o n g - t e r m  a g r e e m e n t  w i t h  o u r  c o u n t r y  i n  e c o n o m i c  c o o p e r a t i o n  and d e v e l o p m e n t ,  p r i m a r i l y  i n  t h e  a r e a s  o f  i n d u s t r i a l i z a t i o n  and d e v e l o p m e n t ,  b e c a u s e  t h e y  a r e  l o o k i n g  b e y o n d  t h e i r  da y  o f  o i l  p r i m a c y  - -  s c i e n c e  and t e c h n o l o g y ,  manp ower  and l a b o r ,  f i n a n c i a l  i n v e s t m e n t s .The P r e s i d e n t ,  on h i s  r e c e n t  t r i p  t o  t h e  M i d e a s t ,  p r o m i s e d  t h e  c o u n t r i e s  t h a t  t h e  S e c r e t a r y  o f  t h e  T r e a s u r y  w o u l d  n o t  b e  f a r  b e h i n d ,  w h i c h  t u r n e d  o u t  t o  b e  a l l  t o o  t r u e ,  t o  d i s c u s s  t h e  many t o p i c s  o f  r e s t r u c t u r i n g  t h e  f i n a n c i a l  s y s t e m  i n  E g y p t  and w o r k i n g  w i t h  them on t h e  1 i b e r a l i z a t i o n  o f  t h e i r  e c o n o m y ,  and many w a ys  i n  w h i c h  t h e  U n i t e d  S t a t e s  G o v e r n m e n t  c o u l d  b e  o f  a s s i s t a n c e  t o  t h e m .A t  t h e  t i m e  my t r i p  was s c h e d u l e d ,  due t o  t h e  f a c t  t h a t  M r .  F u r c a u d  ( ? )  i n  F r a n c e ,  1n p a r t i c u l a r ,  c o u l d  n o t  make t h e  m i n i s t e r s  m e e t i n g  a t  t h e  C - 2 Ö  i n  W a s h i n g t o n  i n  J u n e ,  I t h o u g h t  i t  w o u l d  b e  a g o o d  i d e a  t o  s t o p  i n  a t  t h e  E u r o p e a n  c e n t e r s  b e c a u s e  d i s c u s s i o n s  b e t w e e n  t h e  E u r o p e a n  f i n a n c e  m i n i s t e r s  and t h e  U n i t e d  S t a t e s  S e c r e t a r y  o f  t h e  T r e a s u r y  on a f r e q u e n t



2and i n f o r m a l  b a s i s  h a s  be co m e  a v e r y  u s e f u l  t r a d i t i o n ,  and we I n t e n d  t o  c o n t i n u e  t o  h a v e  t h e s e  c o n v e r s a t i o n s  on a r e g u l a r  b a s i s ,  o b v i o u s l y  d i s c u s s i n g  t h e  many p r o b l e m s  t h a t  c o n f r o n t  us i n  t h e  e c o n o m i c  and f i n a n c i a l  w o r l d  t o d a y .Now w i t h  t h a t  b r o a d  b a c k g r o u n d ,  and v e r y  b r i e f ,  as I p r o m i s e d ,  I w o u l d  b e  d e l i g h t e d  t o  r e s p o n d  t o  a n y  o f  y o u r  p a r t i c u l a r  q u e s t i o n s .MAN: C o u l d  I a s k  t h a t  when y o u  a s k  y o u r  q u e s t i o n  you i d e n t i f y  y o u r s e l f  and y o u r  o r g a n i z a t i o n .SECRETARY SIMON: Y e s ,  s i r .Q :  T e r r y  R o b a r d s  o f  t h e  New Y o r k  T i m e s .  A p p a r e n t l y  you m e t  w i t h  t h e  p r e s s  y e s t e r d a y  i n  P a r i s  and p r e t t y  e l a b o r a t e l y  e x p l a i n e d  w h a t  h a p p e n e d  up u n t i l  t h a t  p o i n t .  C o u l d  y o u  g i v e  us some i n d i c a t i o n  o f  w h a t ' s  h a p p e n e d  h e r e  t o d a y ,  whom y o u  met w i t h ,  w h e t h e r  o r  n o t  a n y  d e c i s i o n s  w e r e  m a d e ,  and j u s t  s o r t  o f  w r a p  up f o r  u s . . .SECRETARY SIMON: You r e a d  e v e r y t h i n g  t h a t  I s a i d .I p r e s u m e  y o u  g o t  t h o s e . . .ROBARDS:  N o t  e v e r y t h i n g .SECRETARY SIMON: . . . t e x t s  o f  t h e  p r e s s  c o n f e r e n c e s  t h a t  I g a v e .  T h a t ' s  why I n e c e s s a r i l y  k e p t  t h i s  s h o r t ,  b e c a u s e  a l e t  o f  i t  w o u l d  h a v e  b e e n  r e p e t i t i o n ,  and I t h i n k  J . P .  S m i t h  has a l l  o f  t h e  f u l l  c o n  -  t h e  t e x t  o f  my p r e s s  c o n f e r e n c e s  and t h e  q u e s t i o n s  and a n s w e r s .T o d a y  was a c o n t i n u a t i o n  o f  t h e  same c o n v e r s a t i o n s  t h a t  I had w i t h  C h a n c e l l o r  S c h m i d t  and F i n a n c e  M i n i s t e r  G p p e l  ( ? )  i n  G e rm a n y  a n d  Mr .  C o l o m b o  and Mr.  C a r l i  i n  Rome,  a n d ,  o f  c o u r s e ,  Mr. F u r c a u d  I n  P a r i s .I  h a d  d i n n e r  l a s t  n i g h t  w i t h  D e n n i s  H e a l e y ,  and t h e n  as t  s i d e l i g h t  we h a d  a v e r y  i n t e r e s t i n g  s e s s i o n  i n  my f i r s t  v i s i t  t o  t h e  H o u s e  o f  Commons,  and I g u e s s  v/e came upon a v e r y  u n u s u a l  d e b a t e  t h e r e  l a s t  n i g h t s  w h i c h  I f o u n d  v a r y  f a s c i n a t i n g .And t h e n  t o d a y ,  t h i s  m o r n i n g  f  had b r e a k f a s t  w i t h  H a r o l d  L e v e r .  I  t h e n  m e t  w i t h  G o v e r n o r  R i c h a r d s o n ,  t h e n  w i t h  t h e  A m e r i c a n  b a n k e r s ,  t h e  E x e c u t i v e  C o u n c i l  o f  t h e  A m e r i c a n  B a n k e r s  A s s o c i a t i o n ,  and t h e n  a t h r e e - h o u r  s e s s i o n  w i t h  D e n n i s  H e a l e y . Now t h e  t o p i c s  o f  c u r  c o n v e r s a t i o n  w i t h  -  h e r e  i n  L o n d o n ,  as  w e l l  as i n  a l l  t h e  o t h e r  c e n t e r s  - -  w i t h  my f i n a n c e  m i n i s t e r s  was t h e  numb er  o n e  p r o b l e m  t h a t  b a s i c a l l y  f a c e  e v e r y  c o u n t r y  i n  t h i s  w o r l d  t o d a y ,  and t h a t ’ s i n f l a t i o n ,  and w h a t  i n d e e d  w e ' r e  d o i n g  a b o u t  i t  i n d i v i d u a l l y  and w h a t  we c a n  do a b o u t  i t  c o l l e c t i v e l y .



3We t a l k e d  a b o u t  t h e  i n t e r n a t i o n a l  m o n e t a r y  f i e l d  and s t e p s  t o w a r d  f u r t h e r  r e f o r m ,  and m o n i t o r i n g  t h e  i n t e r n a t i o n a l  f i n a n c i a l  m a r k e t s .  T h e r e  h a s  b e e n  some c o n c e r n  e x p r e s s e d  on t h e  E u r o d o l l a r  m a r k e t .  And a l s o  t h e  p r o b l e m  o f  r e f l o w s .  A n d ,  n e e d l e s s  t o  s a y ,  t h e  s u b j e c t  o f  o i l  p r i c e s  and s u p p l y  and investment  o f  t h e  p e t r o d o l l a r s  i s  away s a s u b j e c t  o f  c o n v e r s a t i o n .S o  t h e s e  - -  t h e s e  b r o a d  a r e a s ,  a s  w e l l  as  t h e  p l i g h t  o f  t h e  l e s s e r - d e v e l o p e d  c o u n t r i e s  o f  t h e  w o r l d  and how t h e  m o s t  s e r i o u s l y  a f f e c t e d  o f  t h e s e  n a t i o n s  h a v e  f o u n d  t h a t  t h e  o i l  p r i c e s  a r e  t r u l y  u n m a n a g e a b l e  f o r  t h e i r  e c o n o m i e s .D o e s  t h a t  a n s w e r  i t ,  T e r r y ?RQBARDS:  D i d  y o u  r e a c h  a n y  c o n c l u s i o n s  on t h e  d e c i s i o n s  t h a t  y o u ' d  l i k e  t o . . .SECRETARY SIM ON : W e l l ,  i t  r e a l l y  i s n ' t  a m e e t i n g  d e s i g n e d  t o  a r r i v e  a t  c o n c l u s i o n s .  We had l o n g  d i s c u s s i o n s  a b o u t  v a r i o u s  m e c h a n i s m s  t h a t  s h o u l d  b e  s t u d i e d  t o  p o t e n t i a l l y  i m p l e m e n t  - -  i n  o r d e r  t o  g i v e  us t h e  a b i l i t y  t o  a c t  a b o u t  t h e  p r o b l e m s ,  r a t h e r  t h a n  u n f o r t u n a t e l y ,  s o m e t i m e s  w e ' r e  p u t  i n  t h e  p o s i t i o n  w h e r e  w e ' r e  r e a c t i n g  i n s t e a d  o f  a c t i n g .  And i f  we c a n  h a v e  t h e s e  f r e q u e n t  c o n v e r s a t i o n s  t o g e t h e r ,  we c a n  more - -  we c a n  b e t t e r  - -  w e ' r e  b e t t e r  a b l e  t o  t r y  and I d e n t i f y  t h e  p r o b l e m s  and d e f i n e  them b e f o r e  t h e y  b e c o m e  m a j o r  p r o b l e m s ,  and a t t e m p t  t o  d e a l  w i t h  t h e m .R0 3 AR DS :  You m e n t i o n e d  m o n i t o r i n g  o f  i n t e r n a t i o n a l  f i n a n c i a l  m a r k e t s .  D i d  y o u  d i s c u s s  an y  s p e c i f i c  s t r a i n s  on t h e s e  m a r k e t s  a t  t h e  mo men t?SECRETARY SIM ON : N o ,  I m u s t  a d m i t ,  a s  I ' v e  s a i d  i n  my l a s t  two s e s s i o n s ,  t h a t  I h a v e  n o t  b e e n  t h e  p e s s i m i s t  t h a t  some o t h e r s  h a v e  i n  t h e  f i n a n c i a l  m a r k e t s  o f  t h e  w o r l d  b e i n g  a b l e  t o  h a n d l e  t h e  f l o w  o f  i n v e s t m e n t  f r o m  t h e  p r o d u c e r  n a t i o n s .  And I t h i n k  t h a t  t h e  m a r k e t  I s  d e m o n s t r a t i n g  t h a t  i t  c a n  h a n d l e  i t .  And we d i s c u s s e d  t h i s  w i t h  t h e  A r a b  n a t i o n s  a s  w e l l  b e c a u s e  i t ' s  c l e a r l y  i n  t h e  b e s t  i n t e r e s t  o f  t h e  p r o d u c e r  n a t i o n s  t o  h a v e  a h e a l t h y ,  v i a b l e ,  l i q u i d  c a p i t a l  m a r k e t  t h r o u g h o u t  t h e  w o r l d ,  as w e l l  a s  a h e a l t h y  e c o n o m y .Q :  J i m  F l a n a g a n ,  [ I n a u d i b l e ]  M a g a z i n e .  I ' v e  p i c k e d  up some i n d i c a t i o n s  o f  t h i n k i n g  among t h e  A r a b s  t h a t  r e c y c l i n g  t h e s e  p e t r o d o l l a r s  t o  E u r o p e  will b e  i m p o s s i b l e  b e c a u s e  t h e y  c a n ' t  f i n d  c o u n t r i e s  1n E u r o p e  t h a t  a r e  c r e d i t - w o r t h y  b o r r o w e r s ,  an d t h a t  t h e  o n l y  p l a c e  t h e y  c a n  p u t  t h e  d o l l a r s  b a c k  I n  i s  i n  t h e  M i d d l e  E a s t .SECRETARY SIMO N: T h e  o n l y  p l a c e  t h e y  c a n  p u t  t h e  d o l l a r s  b a c k  i n  i s  i n  t h e  M i d d l e  E a s t ?



4FLANAGAN: . . . [ 1 n a u d i b l e ] . . . come b a c k  i n  as  I n v e s t m e n t s  in  i n d u s t r y  i n  t h e  M i d d l e  E a s t . . .SECRETARY SIMO N: W e l l ,  I h a v e  some t r o u b l e . . .FLANAGAN: [ I n a u d i b l e ]SECRETARY SIM ON : I  h a v e  some t r o u b l e  w i t h  y o u r  o p e n i n g  s t a t e m e n t  on t h e  r e f l o w  t h r o u g h  t h e  e c o n o m i e s  t h a t  a r e  n o t  h e a l t h y .  T h e r e  a r e  e c o n o m i e s  t h a t  a r e  s u f f e r i n g  some p r o b l e m s  t o d a y .  A n d ,  o f  c o u r s e ,  I t a l y  i s  an e x a m p l e  o f  t h a t *  and we h av e s p e c i a l  m e c h a n i s m s  t h a t  a r e  d e s i g n e d  t o  s o l v e  t h e  p r o b l e m s  o f  a p a r t i c u l a r  c o u n t r y  t h a t ' s  I n  a p e r i o d  o f  f i n a n c i a l  s t r e s s .I t a l y ,  f i r s t  o f  a l l ,  1s s o v l i n g  i t s  p r o b l e m s ,  t h e  f u n d a m e n t a l  p o r t i o n  o f  i t s  p r o b l e m s ,  by a c t i n g  on t h e  c a u s e s  o f  t h e  p r o b l e m s  w i t h  t h e  f i s c a l  m e d i c i n e  t h a t  t h e y ' v e  p u t  i n t o  p l a c e ,  t h a t  i s ,  t h e  W i t t e v e e n  s p e c i a l  f u n d  i n  t h e  I n t e r n a t i o n a l  M o n e t a r y  F u n d .  The  IMF - -  t h e  swap l i n e s  t h a t  v a r i o u s  t r o u b l e s  h a v e . FLANAGAN: . . . a t  a l l  i n t e r e s t e d  i n  t h i s ?SECRETARY SIM ON : P a r d o n  me?FLANAGAN: D i d  y o u  f i n d  t h a t  t h e  A r a b  money men w e r e  a t  a l l  i n t e r e s t e d  i n  t h i s ?SECRETARY SIMÓ N: I f i n d  t h e  A r a b s  a r e  e x t r e m e l y  r e s p o n s i b l e  p e o p l e  and a w a r e  o f  t h e i r  r e s p o n s i b i i i t i e s . And one c a n  s e e  - - l e t ' s  t a k e  K u w a i t ,  f o r  i n s t a n c e ,  who r e c e n t l y  e n l a r g e d  t h e i r  f u n d  t o  a i d  l e s s e r - d e v e l o p e d  c o u n t r i e s  t o  $ 3 . 3  b i l l i o n ,  and e m p h a s i z e d  i n  th e  e x p a n s i o n  o f  t h i s  f u n d  t o  t h a t  amount t h a t  i t  w o u l d  b e  f o r  a l l  o f  t h e  l e s s e r - d e v e l o p e d  n a t i o n s  o f  t h e  w o r l d .The K h a r t o u m  A g r e e m e n t ,  w h i c h  L i b y a  and S a u d i  A r a b i a  hav e a s s i s t e d  E g y p t  w i t h  t h e i r  p r o b l e m s  d u r i n g  t h e  c l o s u r e  o f  t h e  S u e z  C a n a l .  And S a u d i  A r a b i a  l a s t  y e a r ,  i n  a d d i t i o n ,  g a v e  an a d d i t i o n a l  $300 m i l l i o n .T h e  o v e r  $3 b i l l i o n  t h a t  t h e  p r o d u c e r  n a t i o n s  h a v e  s u b s c r i b e d  t o  t h e  W i t t e v e e n  f u n d ,  t h e  s p e c i a l  f u n d  i n  t h e  I M F .I  t h i n k  t h e y ' v e  d e m o n s t r a t e d  q u i t e  a d e q u a t e l y  and we d i s c u s s e d  t h i s  a t  g r e a t  l e n g t h  - -  t h a t  t h e y  a r e  a p e o p l e  i n  t h e  w o r l d  f i n a n c i a l  c o m m u n i t y . r e s  po n s i b 1 e
FLANAGAN: d i d n ' t  c a l l  them i r r e s p o n s i b l e . I w a s . . .
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SECRETARY SIMON: No, I didn't...
FLANAGAN: ...saying, did they have did they give you any indications that they worry about where they can put their money, that there are not suitable investment opportunities in Europe?
SECRETARY SIMON: No, they did not, most especially not. Me discussed finance and where Investments now, ^Investments come under two broad headings, one what they wish to do internally, and one, of course, how they will externally Invest their funds.
We spoke at great length about the diversification and liquidity that exists In the American capital markets, which, of course, are the most highly developed, I believe, in the world, and the advantages of producer nations investing directly in the United States Treasury securities, directly government-to-government, that is, which obyiates the necessity of going into the open market with these large sums of money, which they'd be penalized in the fluctuations in the market created by a purchase of that size. And conversely, when they wish to sell, they would be penalized again. So to do 1t directly with the United States Government is to their benefit.
But there was no fear on their part of their ability to invest these monies. No, indeed.
Yes, ma*am.
Q: [Inaudible]...If a large [inaudible] sum of money 1s [inaudible] U.S. Treasury securities, would there be any possibility of the U.S. recycling that to the countries likely 

to be [Inaudible]?
SECRETARY SIMONN: Well, there again, the mechanisms have been set up to assist Italy that I ‘ve just described before.And when one talks about recycling, the market performs a recycling process in that if petrodollars find their way directly into United States Government securities, this removes the United States Government, or Its federally sponsored agencies, demand from the marketplace, thereby leaving some demand that would have purchased these securities, in our 1nstitutions, to be invested elsewhere. And that is that is part of the intermediary 

recycling process.
Q: [Inaudible]
SECRETARY SIMON: Italy thus far this year has borrowed 

more than double its bill for Oil its increased bill for oil this year. So I don't necessarily find that true. I  think they've adequate access to the Eurodollar market.
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Q: [Inaudible] of the Wall Street Journal. Are you saying, then, you don't think the U.S. will have to come up with any additional special measures for recycling back into the Eurodollar market?
SECRETARY SIMON: No, I'm not. X would not be cavalier to suggest something like that. That is one of the purposes of our conversations, when I talk with finance ministers, when I talk about attempting to identify problems before they become larger problems. And there are going to be, undoubtedly, some stresses and strains in the marketplace because anytime a massive flow of funds are placed in the hands of a very few decision- makers, rather than the thousands that would ordinarily handle a decision-making process for this amount of money, you are going to have some distortions.
But these distortions can be worked out, and Indeed are being worked out, as the mechanisms that I spoke of just a few minutes ago, and they're being worked out not only by the consuming nations of the world, but in harmony with the producing nations, because as I said, it is in their best interest to make sure that the capital markets of this world are functioning and are 1iquid.
Q: Is your arrangement with the Saudi Arabians -- I believe that's $8 billion. Is one reason for that...
SECRETARY SIMON: Walls let me say I have - we have, the United States has no arrangement with the Saudi Arabians.We've proposed to the Saudi Arabians a definitive investment proposal. It was illustrative as far as any numbers were concerned or any maturities were concerned, because that will be their decision. If they wish to invest in special issues of United States Treasury securities, then, of course, they will have to assess how much money that they have and what maturity setup that they would like to invest in.
So we had no arrangement.
Q: In talking about such an arrangement, is one purpose to help take the load off the Eurodollar markets?I mean, you know, would that in itself reflect a little bit of uneasiness on your part about the ability of the Eurodollar markets?
SECRETARY SIMON: m l  it doesn't It doesn't reflect that at all. This is just a vary convenient way for them to invest in the highest-grade security In the world today and, of course, the most liquid, on a government-to-government basis at market rates. And it would facilitate any disruption that a large amount of money always creates when it goes Into the marketplace at a given time. And it also gives them the ability to Invest instantly, whereas a large amount of money must be invested over a period of time while the securities are being
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purchased for them. So this Is a very convenient mechanism for those countries to basically buy the same securities that they’d be buying in the open market. They're no different than the Treasury securities, with the exception, as w e ’ve explained before, that they do have a put arrangement In this special government-to-government.-

Q: Mr. Secretary, why, in that case, is it that according to reports from Paris, where you were yesterday, the Arabs did not seem very Interested in purchasing such securities?
SECRETARY SIMON: Well, I haven’t heard any of these reports. It takes a couple of days for things to catch up with me, the way I'm moving, but they seemed interested, and I will not comment as to whether they will buy these securities in this fashion or whether they won't. That is their decision to make. ■ • .
Q: But they haven't made It yet...
SECRETARY SIMON: No. They told us that they would be in touch with us in a short period of time.
Q: [Unintelligible], The Times. Discussed with European governments the amount of U.S. Treasury securities you're thinking of selling to the Arabs? Because the more you sell, then the less funds that can be sent to the European countries.
SECRETARY SIMON: The more we sell them, the less funds that can be sent to European countries.
Q: Yes.
SECRETARY SIMON: Well, 1t really isn't a matter, as I said before, of what we decide we will sell. We have a very large government securities market with some $260 billion in marketable debt outstanding. The choice of the amount of the United States Government securities rests with the purchaser, not with the seller. And we have not -- as you know, the Federal Republic of Germany owns 20 billion of our special issues today.And as I said, in talking about the recycling process, before, the market acts in a recycling fashion, and if there are countries -- and perhaps there will be -- that will be suffering strains due to the fact that they are not particlpating in this recycling, that is what the other countries of the world must get together and provide the mechanism to do so. And that is very definitely what we discussed.
Q: Mr. Secretary, [Unintel1igible], Dow-Uones.There have been persistent reports that Saudi Arabia, sometime
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1n late August or early September, will offer something In the neighborhood of one million barrels a day of crude oil at auction. This would increase the OPEC countries' crude availability by about 5$.
Would you make an estimate of what that would do 1n the short term to oil prices?
SECRETARY SIMON: You know, that's - - y o u  know, that’s a judgmental thing, and I don't know what the size of the Saudi Arabian auction will be 1n August. I don’t believe that's been announced yet. But one might say from the recent experience in auctions, recognizing that there’s a surplus in the world oil market today of about a million and a half to two million barrels a day, that one could expect that there is some pressure on the market at the present and that there’ll be further pressure as oil is put out for competitive bids, because the tanks around the world are fairly full, number one. And number two, it is quite expensive in this day of extremely high interest rates to finance the inventories.
But it's you know, it's impossible to quantify that with 5% more, therefore the pries should decline by X.That’s really judgment and the market will decide how low it 

should go, hopefully.
Q: Eric [Unintelligible] of The Times. Early in your press conference you said, in the context of recycling petre-money, "The market can handle it.1’ And then just a few moments ago you said that if the market continues suffering strains because some countries cannot get their share, then there are mechanisms, or there will be mechanisms.
I think the .tenor of some of the questions and some of the questions y o u ’ve also heard in Europe over the past few weeks is, in fact, where are those mechanisms 1̂  How in fact do the Europeans get what they regard to be their share 

of the petrodollars recycled?
SECRETARY SIMON: Well, there again, I did say that the market can handle this. But I also went on *co say cnax I recognized that there could be stv’alns created by this large amount of money. And when we talk about mechanisms, there are the swap lines that have been created, government*^co-government and that have been in existence for a long time, the Internationa« Monetary Fund and the special fund, the tiltteveen fund, and direct lid, the bilateral aid, the ir.ul ti lateral. There are many mechanisms that can ass is t these countries that are having 

di fficultias.
But there again, we all are talking in great generalities about first the strains and secondly the countries that are  ̂going to have a terrible problem. It hasn’t been clearly d e n n e d  

yet.~.
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Q: [Inaudible]
SECRETARY SIMON: All right.
Q: You've had roughly $8 million $8 billion of Eurodollar borrowing In this country since March of '73. Some of that was to cover the previous deficit -- out of the Eurodoll market in LondoR. The government here found it necessary to avoid ~~ or found that they were unable to tap^the Eurodollar market and went directly to the Shah on the last...
SECRETARY SIMON: It isn't clear to me that they were unable to go to the Eurodollar market or whether this was just a nice complement and supplement for thair borrowing requirements.
Q: It's relatively clear to the members of the Market that they were not -- unable to provide...
SECRETARY SIMON: Well, I think making a long-term agreement on a country-to-country basis is certainly a useful way to borrow money» and complements and supplements an existing marketplace. And the producer nations are a very good source of these funds.
And I read in the newspaper the other day has announced a long-term agreement with Iraq. ;Aod that you're going to continue to see these arranges Germany-and-Iran arrangement„ etcetera.

that Italy I think ¡nts* the

Yes 9 sir.
Q: Do you prefer this* then» a cooperative method of recycling oil?

;o a to. in effect

SECRETARY SIMON: I think that we have to do -- v/e have to do everything. There must be a cooperative method and there must be constant cooperation among the countries of the world to help those that are less fortunate. And we fully intend to participate in this cooperative effort. And that is part of the reason for my trip* to make sure that we're defining the right problems and that we're prepared to assist 
these countries.

Yes* sir
Q: Lee Rallington (?) from AP-Dow-Jones. You weri mentioning earlier that one of the mechanisms might be swap[uniate!1igible] centra! banks. Islines* I assume this is Luninteisigioiej part of this mechanism - did It also involve central putting in dollars into the E?^rodo!lar market?

ban;



1 0

SECRETARY SIMON: That has not been discussed yet, but that's a possibility. There are many ways to assist, but that has not been one of the methods thus far discussed.
Q: In other words, so far, 1n terms of discussing the mechanisms, one would discuss this In a very general way.
SECRETARY SIMON: Well, I don't think the swap lines had been set up specifically and not used, or the Wl.tteveen fund, the special fund In the International Monetary Fund, which has been established and not used. I think that that demonstrates that while there are problems, certainly, that one cannot categorize these problems as being an emergency at this point, and that 1 si the wisdom of the financial leaders of this world and their keen desire, as I said a minute ago to this gentlemen, the keen desire to cooperate and make sure that the strains, when they occur and if they occur, are relieved in the most orderly fashion to maintain the liquidity in world markets. That Is our primary concern and our responslbility, 

and vie Intend to meet it.
Yes, sir.
Q: [Inaudible]. The [unintelligible] trip to Washington Did the idea of the special issue U.S. Treasury securities come from your office or [unintelligible] office as a way of planning investment that the Saudis could put their money ‘into... [Inaudible]...safe to put the money into the United States...Linaud ...the United States would handle some relieving of the strains. 

From whom did the idea come?
SECRETARY SIMON: Specifically, we made the suggestion that we would like to explore, when the working group started in Saudi Arabia In mid-July» the Idea of special Issues * and'Ime. The session exploratory, towere broadly described to them at that with Prince Fahd and h1s delegation was very *ti ci patedefine the areas of the working groups that woulo in Saudi Arabia commencing in m1d~Ju1y. And this was one of the definitive topics that we brought up that we thought would be useful for them to study, and that is what they're doing.
Yes, sir.
Q: [Inaudible], BBC. When this morning, sir, did you discuss at plans for the [inaudible]?

talking with Mr 111 Sr. Lever's Lever earli er

SECRETARY SIMON: No to Washington about a month or length at that time.
, we didn't so ago and

5 because he had come BS discussed at some

1 b 1 e ]
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Q: You mean he didn't bring it up again?
SECRETARY SIMON: No, he didn't. No, he didn’t.He's a charming gentleman. We had a very spirited conversation this morning.
Yes, sir.
Q: Terry Robards of the New York Times again. Did you discuss with Mr. Healey or any of the other British officials the Ini ted States assistance to Britain in financing Britain's trade deficit?
SECRETARY SIMON: No, I didn't. I think we're all well-aware that Great Britain has a line now in the Eurodollar market which it has not drawn upon. And right at present, there was no need to discuss that.
ROBARDS: You didn't discuss the possibility at some future time there might be a need for United States assistance?
SECRETARY SIMON: No, we did not. No. Nor was such a potential need described to us by any of the officials who we met with here.
ROBARDS: In your discussions with them, did they characterize for you the current condition of the British economy
SECRETARY SIMON: Yes. We talked -- of course, one finatce minister to another always sort of starts out with a broad tour of the horizon of his own economy and what he believes the economy and the rate of Inflation, which is on everyone's mind, will be at the end of this year. And it's highly unsatisfactory, as we all well know, worldwide, and that's why all the countries of the world are now focusing in to do something about It, including the United States.
ROBARDS: Did Mr. Healey make a prediction to you about what the rate of inflation here would be?
SECRETARY SIMON: Just consistent with what his public 

statements have been.
ROBARDS: Did he go beyond the end of this year?
SECRETARY SIMON: No. No, he did not.
Q: Mr. do any missionary you think the U .K it?

Secretary, did you take the opportunity to work on the ol.d-time religion, as whether . Government is following it or should follow
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SECRETARY SIMON: I am constantly preaching the old- time religions and I win a few and I lose a few. And I find many people understand tbis9 that we must begin to attack the causes of this insidious inflation Instead of the results of the Inflation. And recognizing that 1t is a bit of bitter medicine perhaps, but it’s necessary medicine for everyone to take.
And there are differences-of opinion. There are —  we had discussions about the dangers* perhaps* of a worldwide recessions If 1n each -» if each country in the world kept these tough fiscal programs in place for so long. And some people are more pessimistic on this subject than others.
Q: Could you say that...
Q: Have you had time yet to [inaudible] the OECD figures... [inaudible]...on the question of the 0 [inaudible].
SECRETARY SIMON: I picked up -- I picked up the OECD book going through Paris yesterday, and 1 Intend to read it on the plana* probably tomorrow* not tonight. But I haven’t seen their projection.
Q: Mould you say that fears of a trade recession might create an absolute shortage of banks willing to lend money to the requirements of all the different debtors who want to borrow money?
SECRETARY SIMON: Now- are you referring to a potential problem in the area of liquidity in the system?
Q : That1s right.
SECRETARY SIMON: No* I 'm  not concerned. You know, the institutions in the private sector are not^alone in carrying out a respansibilifcy that in every mature financial system the central bank has accepted the role of a lender of last resort. This role describes the respons1bi11ty, really, of an entire financial system., not any particular institution.And I have not been concerned with problems.
The two recent problems that we've had have been the Franklin Bank and the Herstatt have been due to special circumstances involving foreign exchange, and perhaps overcom.fnitmen 

in these areas.
So, I have not been terribly concerned with that.We've seen -- the natural occurrence in the markstplacs when conservative, responsible Investors, which the producer countries are* go Into the commercial bank with their vast sums of money,



and the commercial banks accept these deposits whet? they can 
reinvest them9 can 1 end them at a higher rate* There reaches 
a saturation points and the second step is they're paying below* 
as they have been, two to three percent below the Interbank 
rate* They then begin to shun deposits that cannot he r employed 
profitably. And. that is 'when the intermediary function commences • 
into the Intermediate and longer-term market. Arad this healthy 
because this is what the cycling of funds f.$ the marketplace 
Is. Recognizing there again! that this is a. heavy concentration 
of funds in one area, the potentiality of strains in the marketplace 
that I've mentioned several times. And these are going to have to be addressed In special ways.

HAN: Thank you very much.
SECRETARY SIM0P1: Thank you.
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FOR IMMEDIATE RELEASE Ju ly  31, 1974

AMENDMENT TO TREASURY’ S WEEKLY BILL OFFERING

The Treasury Department, by t h is  p u b lic  n o t ic e , amends i t s  
in v ita tio n  fo r  tenders dated Ju ly  30, 1974, fo r  weekly Treasury b i l l s .

The aggregate amount o f tenders in v ite d  fo r  the two s e r ie s  s h a ll  
be $4,700,000,000 in  p la ce  o f the $4,500,000,000 in v ite d  in  the Ju ly  30 
announcement. The amount o f tenders in v ite d  fo r  91-day b i l l s  s h a ll  be 
$2,700,000,000, or th e reab o u ts, in ste ad  o f $2,600,000,000 and the amount 
of tenders in v ite d  fo r  th e.1 8 2 -d ay b i l l s  s h a ll  be $2,000,000,000, or 
thereabouts, in ste ad  o f $1,900,000,000.

This amendment w i l l  conform the in v ita t io n  to the T reasury’ s 
announcement today th at $200 m illio n  would be added to the b i l l s  to  be 
auctioned on August 5.
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for im m ediate r e l e a s e Ju ly  31, 1974

TREASURY FINANCING

The Treasury w i l l  a u ctio n  to the p u b lic  next week up to $2.25 b i l l i o n  o f  
33-month n o te s , up to $1.75 b i l l i o n  o f 6-year n o te s , and up to $400 m illio n  o f  
8-1/2% 24-3/4 year bonds. The ra te s  fo r  the notes w i l l  be announced on F r id a y ,
August 2. A d d itio n a l amounts o f the notes and bonds w i l l  be a llo t t e d  to Government 
accounts and the Fed eral Reserve Banks in  exchange fo r  th e ir  ho ld in gs o f the  
maturing n o te s , which t o t a l  $5.9 b i l l i o n .

The Treasury w i l l  a lso  in cre a se  the amount o f b i l l s  to be auctioned on August 5 
and issued on August 8 by $200 m illio n . This i s  an amendment o f the announcement 
of Ju ly  30.

These Treasury is su e s  w i l l  provide funds fo r  refunding the $4.3 b i l l i o n  o f 
notes held by the p u b lic  m aturing on August 15 and a p o rtio n  o f the funds needed 
to cover the T reasu ry’ s a d d itio n a l needs estim ated to be approxim ately $3.5 b i l l i o n  
by the e a rly  p art o f September. I t  i s  a n tic ip a te d  th at a d d itio n a l funds w i l l  be 
raised by a d d itio n s to the re gu la r weekly b i l l  auction s and by issu e s o f other  
Treasury o b lig a tio n s  having a m atu rity o f one year or le s s  to meet the balance o f  
September needs. To the exten t th a t a d d itio n a l s p e c ia l s e c u r it ie s  are issued by 
the Treasury to fo r e ig n  a u t h o r it ie s , during the coming weeks, the need fo r  these  
short-term is su e s  w i l l  be reduced.

The notes and bonds to be auctioned w i l l  be:

Treasury Notes o f S e rie s  D-1977 dated August 15, 1974, due...
May 15, 1977 (CUSIP No. 912827 DV1) w ith in te r e s t  payable on 
November 15, 1974, and th e r e a fte r  on May 15 and November 15,

Treasury Notes o f S e rie s  B-1980 dated August 15, 1974, due f _
August 15, 1980 (CUSIP No. 912827 DW9) w ith in te r e s t  payable  
on February 15 and August 15, and

an a d d itio n a l amount o f 8—1/2% Treasury Bonds o f 1994—99 dated  
May 15, 1974, due May 15, 1999, c a lla b le  at the option  o f the  
United S ta te s  on any in te r e s t  payment date on and a ft e r  May 15,
1994 (CUSIP No. 912810 BR8) w ith in te r e s t  payable on May 15 and 
November 15.

The notes and bonds w i l l  be issu ed  in  r e g is te r e d  and bearer form in  
denominations o f $1,000, $5,000, $10,000, $100,000 and $1,000,000.

Tenders fo r  the 33-month notes w i l l  be received up to  1:30 p . m . ,  E astern  
Daylight Saving tim e, Tuesday, August 6 , tenders fo r  the 6-year notes w i l l  be 
received up to 1:30 p . m . ,  E astern  D a y lig h t Saving tim e, Wednesday, August 7, 
and tenders fo r  the bonds w i l l  be received  up to 1:30 p . m. ,  E astern  D a y lig h t  
Saving tim e, Thursday, August 8 a t any Fed eral Reserve Bank or Branch and a t the  
Bureau o f the P u b lic  D ebt, W ashington, D. C . 20226; provided , however, th a t non
competitive tenders w i l l  be considered tim ely received  i f  they are m ailed to any 
such agency under a postmark no la t e r  than August 5 fo r  the 33-month n o te s ,
August 6 fo r  the 6-year n o te s , and August 7 fo r  the bonds. Each tender must be 
in the amount o f $1,000 or a m u ltip le  th e r e o f, and a l l  tenders must s ta te  the p r ic e
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o ffe r e d , i f  a co m p etitive ten d er, or the term "n on com p etitive” , i f  a noncompetitive 
ten d er.

The p r ic e  on co m p etitive  tenders fo r  the n otes and bonds must be expressed 
on the b a s is  o f 100, w ith two d e cim als, e . g . ,  100.00. Tenders a t a p r ic e  less than 
99.51 fo r  the 33-month n o te s , 98.51 fo r  the 6-year n o te s , and 94.01 fo r  the bonds 
w i l l  not be a ccep ted . Tenders a t  the h ig h e st p r ic e s  w i l l  be accepted to the extent 
required to a t t a in  the amount o ffe r e d . S u c c e s s fu l co m p etitive bidders w i l l  be 
required to pay fo r  the s e c u r it ie s  a t the p r ic e  they b id . Noncom petitive bidders 
w i l l  be required to  pay the average p r ic e  o f a l l  accepted co m p etitive tenders.

F r a c tio n s  may not be used in  ten d ers. The n o ta tio n  "TENDER FOR TREASURY NOTES 
(S e r ie s  D-1977 or B -1980)" or "TENDER FOR TREASURY BONDS" should be printed at the 
bottom o f the envelopes in  which the tenders are subm itted.

The S e cre ta ry  o f the Treasury e x p re ssly  reserves the r ig h t  to accept or reject 
any or a l l  te n d e rs, in  whole or in  p a r t , and h is  a c tio n  in  any such resp ect shall he 
f i n a l .  S u b je ct to  th ese re se r v a tio n s noncom petitive tenders fo r  $500,000 or less fo 
each is su e  w i l l  be accepted in  f u l l  a t  the average p r ic e  o f accepted competitive 
te n d e rs. The p r ic e s  may be 100.00, or more or le s s  than 100.00.

Commercial banks, which fo r  t h is  purpose are defined as banks accep tin g demand 
d e p o s its , and d e a le rs who make primary markets in  Government s e c u r it ie s  and report 
d a ily  to the Fed eral Reserve Bank o f New York th e ir  p o s itio n s  w ith resp ect to 
Government s e c u r it ie s  and borrowings thereon , may submit tenders fo r  the account of j 
customers provided the names o f the customers are s e t fo r th  in  such ten d ers. Others 
w i l l  not be perm itted to submit tenders except fo r  th e ir  own accou n t.

Tenders w i l l  be receive d  w ithout d e p o sit from commercial and other banks for 
th e ir  own acco u n t, F e d e ra lly -in su re d  savin gs and loan a s s o c ia t io n s , S t a t e s , politics 
su b d iv is io n s  or in s tr u m e n ta litie s  th e r e o f, p u b lic  pension and Retirem ent and other 
p u b lic  fu n d s, in te r n a tio n a l o rg a n iz a tio n s in  which the United S ta te s  holds membershi 
fo r e ig n  c e n tr a l banks and fo r e ig n  S t a t e s , d e a le rs who make primary markets in Goverr 
ment s e c u r it ie s  and rep o rt d a ily  to the Fed eral Reserve Bank o f New York th e ir  
p o s itio n s  w ith re sp e ct to Government s e c u r it ie s  and borrowings thereon , Federal 
Reserve Banks, and Government a cco u n ts. Tenders from o thers must be accompanied by 
payment o f 5 percent o f the fa c e  amount o f s e c u r it ie s  ap p lied  fo r .

Payment fo r  accepted tenders must be completed on or b efo re Thursday, August 1 
1974. Payments fo r  the bonds must in clu d e in te r e s t  from May 15 to  August 15, 1974,
in  the amount o f $21.25 per $1,000 o f bonds a l lo t t e d . Payments must be made at the
Fed eral Reserve Bank or Branch or a t the Bureau o f the P u b lic  Debt in  cash , 5-5/8% 
Treasury Notes o f S e r ie s  B-1974, which w i l l  be accepted a t  p ar, or other funds 
im m ediately a v a ila b le  to  the Treasury by th a t d a te . Where f u l l  payment i s  not 
completed in  funds a v a ila b le  by the payment d a te , the allo tm en t w i l l  be canceled 
and the d e p o sit w ith the tender up to 5 percent o f the amount o f s e c u r it ie s  allottei 
w i l l  be s u b je c t to fo r f e it u r e  to the United S t a t e s .

The Treasury w i l l  construe as tim ely payment any check drawn to the order of t 
Fed eral Reserve Bank or the United S ta te s  Treasury th a t i s  received  a t  such bank or 
a t th e Treasury by Tuesday, August 13, 1974, provided the check i s  drawn, on a bank
in  th e Fed eral Reserve D i s t r i c t  o f the bank or o f f i c e  to  which the tender i s  sub
m itte d . Other checks w i l l  c o n s titu te  payment on ly i f  they are f u l l y  and fin ally^  
c o lle c te d  by the payment d a te . Checks not so c o lle c te d  w i l l  s u b je c t the investor s 
d e p o sit to  fo r f e it u r e  as s e t fo r th  in  the preceding paragraph. A check payable
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other than at a Fed eral Reserve Bank receive d  on the payment date w i l l  not c o n s titu te  
immediately a v a ila b le  funds on th a t d a te .

Commercial banks are p ro h ib ite d  from making unsecured lo a n s , or loans  
collateralized in  whole or in  p art by the s e c u r it ie s  bid f o r ,  to cover the d e p o sits  
required to be paid when tenders are en tered , and they w i l l  be required to  make 
the usual c e r t i f i c a t i o n  to th a t e f f e c t .  Other lenders are requested to r e fr a in  
from making such lo a n s .

A ll bidders are required to  agree not to  purchase or to  s e l l ,  or to make any 
agreements w ith resp ect to  the purchase or s a le  or other d is p o s it io n  o f the  
¡securities bid fo r  under t h is  o ffe r in g  a t a s p e c i f i c  r a te  or p r ic e , u n t i l  a ft e r  
the closing hour fo r  the r e c e ip t  o f tenders fo r  each p a r tic u la r  is s u e .



Ownership of the August 15, 1974 Maturity 
(In millions of dollars)

5-5/8%
Note

Commercial banks........ ...........  2,183
Mutual savings b&nks. . . ............. . 69
Insurance companies :
Life............. ......... i|.... . 12
Fire, casualty and marine.......... 95
Total, insurance companies........ 107

Savings and loan associations  ..... 17 9
Corporations.............     658
State and local governments........... 613
All other private investors....,..... 528

Total, privately held............. 4,337
Federal Reserve Banks and
Government Accounts......    5,947

Total outstanding....-........ ......  10,284

Office of the Secretary of the Treasury 
Office of Debt Analysis

July 3Ï, 1974
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FOR IM M ED IA T E  R ELEA SE  IN Q U IR IE S  :
A u g u s t  1, 1974 2 5 4 -8 6 1 0

OES IS S U E S  P R IC E /P A Y  
NEW PROCEDURAL REGULATIONS

The O f f i c e  o f  Econom ic  S t a b i l i z a t i o n ,  D ep a rtm e n t o f  
the T r e a s u r y ,  to d a y  i s s u e d  r e g u l a t i o n s  m o d i f y in g  th e  
p ro c e d u re s  f o r  r e q u e s t in g  a p p r o v a l  o f  p r i c e  and p a y  a d j u s t 
m ents t h a t  r e l a t e  b a c k  to  the  p e r io d  e n d in g  A p r i l  30, 1974. 
The O f f i c e  o f  Econom ic  S t a b i l i z a t i o n  (O E S ) i s  r e s p o n s ib le  
f o r  a d m in i s t e r in g  th e  o r d e r ly  t e r m in a t io n  o f  th e  wage and  
p r ic e  c o n t r o l s  p ro g ra m  co n d u c te d  under th e  Econom ic  
S t a b i l i z a t i o n  A c t  o f  1970.

The p u rp o se  o f  th e se  new p r o c e d u r a l  r e g u l a t i o n s  i s  to  
p e rm it  th e  OES to  d i s p o s e  o f  th e  p e n d in g  b u s in e s s  o f  th e  
Econom ic  S t a b i l i z a t i o n  P ro g ram  by  th e  t e r m in a t io n  d a te  o f  
Decem ber 31, 1974 e s t a b l i s h e d  in  E x e c u t iv e  O rd e r  11788.

The m a jo r  c h a n g e s  p ro v id e d  under the  new r e g u l a t i o n s  
a re  a s  f o l lo w s :

* A r e q u e s t  f o r  e x c e p t io n  to  the  p r ic e  
c o n t r o l  r u le s  m ust be re c e iv e d  by  the  
OES on o r  b e fo r e  A u g u s t  31, 1974, in  
o rd e r  to  be c o n s id e r e d .

* I f  a f i r m  su b m it te d  a p r ic e  e x c e p t io n  
r e q u e s t  p r i o r  to  A u g u s t  1, and th e  
r e q u e s t  h a s  n o t  been a c te d  on by  the  
O ES, th e  f i r m  may im p lem ent the  r e 
q u e ste d  e x c e p t io n  on Septem ber 1 , 1974, 
u n le s s  th e  OES a c t s  on the  m a tte r  
d u r in g  th e  m onth o f  A u g u s t .

* I f  a f i r m  su b m it s  a p r ic e  e x c e p t io n  
r e q u e s t  d u r in g  th e  m onth o f  A u g u s t ,  
th e  f i r m  may im p lem ent the  re q u e s te d  
e x c e p t io n  on th e  3 1 s t  day  a f t e r  the  
r e q u e s t  was r e c e iv e d  b y  th e  O ES, 
u n le s s  th e  OES a c t s  on the  m a tte r  
d u r in g  the  in t e r v e n in g  p e r io d .

' WS-75



2 K f
• A r e q u e s t  f o r  a p p r o v a l  o f  a wage and 

s a l a r y  in c r e a s e  f o r  w ork  p e rfo rm e d  
p r i o r  to  M ay 1, 1974, m ust be r e c e iv e d  
b y  th e  OES on o r  b e fo r e  A u g u s t  31, 1974, 
i n  o r d e r  to  be c o n s id e r e d .  The o n ly  
e x c e p t io n  to  t h i s  r u le  a p p l i e s  t o  
c o l l e c t i v e  b a r g a in in g  a g re e m e n ts  e n te re d  
i n t o  o r  m o d if ie d  on o r  a f t e r  A u g u s t  1, 
1974; i n  su c h  c a s e s ,  th e  p a r t i e s  w i l l  
have  30 d a y s ,  o r  u n t i l  Sep tem ber 30,
1974, w h ic h e v e r  i s  l a t e r ,  i n  w h ich  to  
r e q u e s t  a p p r o v a l  o f  an y  p a y  a d ju s tm e n t s  
r e t r o a c t i v e  i n  e f f e c t  to  th e  p e r io d  
e n d in g  A p r i l  30, 1974.

• R e q u e s t s  f o r  a p p r o v a l  o f  p r i c e  e x c e p t io n s  
w it h  r e s p e c t  t o  p r o v id e r s  o f  h e a l t h  
s e r v i c e s  no lo n g e r  need be su b m itte d  f i r s t  
t o  th e  S t a t e  a d v i s o r y  b o a r d s .  Su ch  r e 
q u e s t s  s h o u ld  be su b m it te d  d i r e c t l y  to  th e  
O ES. T h i s  ch an ge  i s  e f f e c t i v e  A u g u s t  1, 
1974.

ATTACHMENT

oOo



TITLE 6 - ECONOMIC STABILIZATION
CHAPTER V I -  OFFICE OF ECONOMIC STABILIZATION,

DEPARTMENT OF THE TREASURY

PART 601 -  STABILIZATION ACTIVITIES AFTER JUNE 30, 1974 

Procedural Amendments

The purpose of these amendments is to provide for the

o rd e rly  term ination  o f  c e rta in  ad m in istra tive  proceedings w ith

respect to prices charged prior to May 1, 19^4, and wages paid
w ith  re spect to  work performed p r io r  to  th a t date.

S in ce , under the p ro v is io n s  o f Executive  Order 11788,

the a u th o rity  o f the  O ffic e  o f Economic S ta b iliz a t io n  (OES) extends

o n ly  to  December 31, 1974, the OES b e lie ve s i t  i s  necessary and

appropriate  to  take ste p s now to  s im p lify  ad m in istra tive  procedures

relating to the submission of requests for exception under the rules
*

of the Economic Stabilization Program. These amendments are

designed to  reduce the e x is t in g  back log o f  requests 

fo r  exceptions and to  d im in ish  the fu rth e r need fo r  and a v a l l ab i l i t y  

o f  exceptions r e lie f .  In  prom ulgating these amendments, the OES 

i s  m indfu l o f  the neecf to  keep a d m in istra tive  remedies and pro

cedures a v a ila b le  fo r  a s lon g  a s p o ss ib le , p a r t ic u la r ly  fo r  firm s  

(such a s seme p ro v id e rs o f h ea lth  se rv ice s) which are  as ye t unable  

to  determ ine f in a l  revenues fo r  p a st f i s c a l  years. The OES i s  a lso  

aware o f  i t s  r e s p o n s ib ilit ie s  to  the p u b lic  to  continue to  m onitor
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com pliance w ith  the economic s t a b iliz a t io n  re g u la t io n s  fo r  p a st

years. However, i t  i s  cibvious th a t sane accom odation m ust now

be made in  order to  p rov ide  fo r  an o rd e rly  erri to  the ad m in istra tio n  

o f  the wage and p r ic e  co n tro ls  program w ith in  the reasonable

period  o f  tim e p re scrib ed  by Executive  Order 11788.

The new procedural ru le s  a p p lic a b le  to  p ric e  m atters 

are  se t  fo rth  in  §601.12 and provide  su b s ta n t ia lly  a s fo llo w s:

(1) O n ly requests fo r  exceptions which are  rece ived  by the OES p r io r  

to  September 1, 1974, w i l l  be accepted fo r  co n sid e ra tio n . Firm s

which do no t have f in a l  data  and which b e lie ve  a  reasonable  

b a s is  i s  p resent fo r  approval o f  an exception should subm it an 

exception request supported by the b e st a v a ila b le  data and 

estim ates. The c u tt in g  o f f  o f  exceptions r e l ie f  on September 1, 1974, 

does not, o f  course, preclude any firm  which m ight la te r  became 

the su b ject o f  a com pliance a c tio n  from a sse rt in g  g ro ss  in e q u ity  

or se r io u s h ard sh ip  fo r  the lim ite d  purpose o f seeking m itig a t io n  

o r  w aiver o f  p e n a ltie s, and the OES w i l l  in  such a case  take  in to  

account the p o ss ib le  absence p r io r  to  Septenber 1, 1974, o f  data  

th a t m ight have provided the b a s is  fo r  a le g itim a te  exception  

request.

(2) In  order to  expedite co n sid e ra tio n  and d isp o s it io n  o f  

exception requests rece ived  w ith in  the tim e allow ed, two 

procedural changes are  made. F ir s t ,  a  firm  which subm itted an 

exception  request which was p rop erly  prepared and subm itted in
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accordance w ith  law and was not d isposed  o f p r io r  to  A ugust 1, 1974, may, 

in  the absence o f  OES a c tio n , a v a il i t s e l f  o f the r e l ie f  requested, 

e ffe c tiv e  September 1, 1974. Second, a firm  which on o r  a fte r  

August 1 and before  Septonber 1, 1974, subm its a new exception  

request which i s  p rop e rly  prepared and subm itted in  accordance

w ith  law  may, in  the absence o f OES a c tio n , a v a il i t s e l f  o f the  

r e l ie f  requested on the t h i r t y - f i r s t  day a fte r  the date o f  re c e ip t o f

the exception request by the OES. However, the OES may, w ith in  the tim es

p rescribed  above, approve, d isapprove o r m odify the r e l ie f  requested

o r temporarily suspend the running of the 30-day o r other period  du rin g  

which the OES may take actio n . An exception request i s  not a "new"

one (and therefore  not su b je ct to  these p ro v is io n s) i f  th e  m atte r. 

a t  issu e  was su b s ta n t ia lly  d isposed  o f  p re v io u sly  under the  

Economic S ta b iliz a t io n  Program in  response to  an exception request . 

o r other request fo r  ac tio n .

(3) The tim e perm itted fo r  subm ission  o f requests fo r  

re con sid e ra tion  o f  a d e n ia l o f  a p r ic e  exception request i s  reduced 

from 30 to  10 days. T h is  change a p p lie s  w ith  re spect to  requests 

fo r  re co n sid e ra tio n  o f  exceptions d e c is io n s issu ed  on o r a fte r  

September 1, 1974. The 30-day period  fo r  subm ission  o f requests 

fo r  re co n sid e ra tio n  o r ig in a te d  in  §305.34 o f the P r ic e  Ccirm ission  

re g u la t io n s, issu e d  in  A p r il,  1972. P r io r  to  th a t tim e, the P r ic e  Com

m issio n  re g u la tio n s provided a 10-day period. The OES does not b e lie ve
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a  re ve rsio n  to  the o r ig in a l tim e frame w i l l  compromise a ry  f ir m 's  

opportun ity  to  make an adequate subm ission  to  the OES.

The OES re a liz e s  th a t th is  necessary com pression o f  ad

m in is tra tiv e  procedures under the rem aining period  o f  the  Economic 

S ta b iliz a t io n  Program  may have the e ffe c t o f  cau sin g some firm s to  make 

subm issions a t  e a r lie r  dates than they would otherw ise have 

se lected . T h is  s itu a t io n  may be e sp e c ia lly  common in  the h ea lth  

care  in d u stry . H o sp ita ls , n u rsin g  hemes and other in s t itu t io n a l

p rov id e rs o f  h ea lth  care  se rv ice s t y p ic a lly  d e rive  over 50% o f  th e ir  

revenues frcm  th ird -p a rty  payers such $s M edicare, seme M ed ica id  and

. sane B lue  C ro ss/B lu e  Sh ie ld , p la n s , which reim burse the h ea lth  care  . 

in s t itu t io n s  fo r  the  c o st o f  se rv ice s provided to  p a tie n t-b e n e fic ia r ie s .  

O ften considerab le  de lay —  as much as two years o r more —  i s  experienced
A

in  e s ta b lish in g  f in a l,  aud ited  amounts p a id  o r to  be pa id  

.over by the re im bursing agency* T h is  means th a t p rov ide rs o f  

h e a lth  se rv ice s are  o fte n  not c e rta in  du rin g a f i s c a l  year su b ject 

to  p r ic e  c o n tro ls  whether th e ir  revenues w i l l  even tua lly  

;: be. determ ined to  exceed. the, revfenue le v e ls  p e rm issib le  under the. • ; v  

Economic S ta b iliz a t io n  Program. Consequently, under the

re g u la t io n s  in  e ffe c t  p r io r  to  these amendments, the O ffic e  o f  

Economic S ta b iliz a t io n ,  as successor to  the C o st o f L iv in g
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C o u n c il, would continue to  rece ive , fo r  sane tim e to  come, requests 

fo r  exception and other a d m in istra tiv e  ac tio n s r e la t in g  to  f i s c a l  

years ending p r io r  to  May 1, 1974, where f in a l th ird -p a rty  reim burse- 

ments r e s u lt  in  excess revenues. I t  i s  no longer p o ss ib le  fo r  

the OES to  continue to  h o ld  i t s e l f  a v a ila b le  in d e f in ite ly  to

rece ive  and co n sid er exception requests in  the h ea lth  in d u stry  o r  

in  any other segment o f the economy. Therefore, these procedural

amendments are issu e d  to  perm it the OES to  complete the b u sin e ss  

o f  the Economic S t a b iliz a t io n  Program no la te r  than December 31, 1974.

New procedural ru le s  a p p lic ab le  to  pay m atters are se t  

fo rth  in  §601.13. * G en era lly , a l l  requests fo r  approval

o f  wage and sa la ry  in crease s must be received  by the O ffic e  o f  

Economic S ta b iliz a t io n  not la te r  than August 31, 1974.. The o n ly

exception to  th is  ru le  a p p lie s  to  wage and sa la ry  in crease s c a lle d

fo r  under the terms o f  a c o lle c t iv e  b a rga in in g  agreement entered

into on or after August 1, 1974, or under the terms of a modification
o f a  lab o r co n tract i f  such m o d ifica tio n  occurs Qh o r a fte r  August 1., 

1974. Irt such cases, a  request fo r  approval o f the re tro a c tiv e• jfh i
in crease  must be rece ived  by the O ff ic e  o f Economic S t a b iliz a t io n  

not la te r  than September 30, 1974, o r the th ir t ie th  day a fte r  the

datia on which the agreement o r m o d ifica tio n  i s  entered in to ,

w hichever i s  la te r .  F a ilu re  to  make a subm ission  w ith in  the  

re q u is ite  period  c o n stitu te s  an irre vo cab le  w aiver o f the  opportun ity
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to  rece ive  approval o f  re tro a c tiv e  wage and sa la ry  in crease s w ith  

respect to  work performed p r io r  to  May 1, 1974. The new pay proce

d u ra l ru le s  do n o t co n ta in  any p ro v is io n  fo r  a 30-day "c lo c k " o r  

other device  p e rm ittin g  approval o f a proposed pay adjustm ent by 

means other than an express d e c is io n  and order o f  the OES.

S p e c if ic  new p rice  procedural ru le s  are  a ls o  p rescribed
i'

in  §601.11 w ith  re spect to  p rov id e rs o f  h ea lth  care se rv ic e s:

I t  i s  no longer necessary to  ob ta in  the recommendation 

o f a s ta te  a d v iso ry  • board o r agency in  regard to  an exception  

request, a s  p re v io u sly  requ ired  pursuant to  §§300.18( c ) (2) and 

3 0 0 .1 8 (f)( in s t itu t io n a l p ro v id e rs O f h ea lth  se rv ice s, Phases I i  

and I I I ,  and Subpart O o f Phase IV  p ric e  re gu la tio n s) , §§150.714 (a) 

and 150.715 (acute care  h o sp ita ls , Subpart R), or §§150.782(a) and 

150.783 (long-term  care in s t itu t io n s ,  Subpart R ) . I t  i s  a lso  

no lon ge r necessary to  subm it p r ic e  schedules to  th ird  p a rt ie s  

o r in te rm ed iarie s where the e ffe c t  o f  p rice  in crease s i s  to  

in crease  aggregate  annual revenues by 2.5% to  6.0%, pursuant to
HH B .. _ B. I BB11

§300.18(cj (1). F in a lly ,  in te rm ed iarie s are n e ith e r encouraged nor 

authorized  to  e xe rc ise  a  su p e rv iso ry  ro le  w ith  re sp ect to

com pliance by p rov id e rs o f h ea lth  se rv ic e s  under the Economic 

S ta b iliz a t io n  Program. In te rm ed iarie s may continue to  o f fe r  

advice  to  h ea lth  p rov id e rs and to  inform  the OES o f  any
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suspected v io la t io n s ,  bu t they are not authorized  to  take  o r w ithho ld  

a c tio n  (such as w ith h o ld in g reimbursements) under any assumed 

o b lig a t io n  to  m onitor o r superv ise  com pliance.

Because the purpose of these amendments is to provide
*

immediate guidance with respect to decisions of the OES, and in 
order to establish procedural rules for the orderly termination
of the Economic Stabilization Program within the time prescribed
by Executive Order 11788, the OES finds that notice and public

<
procedure thereon are  im practicab le  and th a t good cause e x is t s  

fo r  p u b lish in g  these procedural amendments w ithout proposed rulem aking 

The amendment which adds a new §601.11 i s  e ffe c tiv e  A ugust 1, 

1974. Because the purpose o f  t h is  amendment i s  to  p rovide  immediate 

guidance w ith  re spect to  d e c is io n s o f  the OES, and because the e ffe c t  

o f  the amendment i s  to  e lim in a te  procedural requirem ents which are

deemed ono longer necessary to the administration of the Economic ...
S ta b iliz a t io n  Program, the OES fin d s  th a t p u b lic a tio n  in  accordance 

w ith  norm al ru lem aking procedure i s  im practicab le  and th a t good 

cause e x is t s  fo r  m aking t h is  amendment e ffe c tiv e  new.

The amendments which add new §§601.12 and 601.13 do not
.... '. -. • B Ü  -

provide fo r  op e ra tive  dates u n t il  August 31, 1974, o r la te r ,  and are  

e ffe c t iv e  August 31, 1974. In te re ste d  persons are  in v ite d  to  subm it 

w ritte n  Garments re gard in g  any o f  these amendments p r io r  to  o r
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a fte r  A ugust 31, 1974. The OES w i l l  con sid er p rop o sa ls fo r  m od ifi

ca tio n  o f these  re g u la tio n s  if a  stro n g  shewing i s  made w arran ting  

such actio n . Contents should be addressed to  O ffic e  o f the C h ie f 

Counsel, O ffic e  o f  Economic S ta b iliz a t io n ,  Department o f the Treasury, 

2000 M S tre e t, N.W ., W ashington, D.C. 20508, and should be prom inently  

designated  "Contents on Procedural Amendment^."

In  co n sid e ra tio n  o f  the fo re go in g, P a rt 601 o f  T it le  6 o f  

the Code o f  Federal R egu la tion s i s  amended as se t fo rth  below. The 

amendments which designate  p re v io u s ly  e x is t in g  se ctio n s as Subpart 

A and which add new §601.11 are  e ffe c tiv e  August 1, 1974. The . 

amendments which add new §§601.12 and 601.13 are e ffe c tiv e  August 31, 

1974.'

(Economic S t a b iliz a t io n  A ct o f 1970, a s amended, Pub.L. 92-210,
85 S ta t. 743; Pub.L. 93-28, 87. S ta t. 27; E.O.. 11788, 39 FR 22113; 
Treasury Department Order No. 233, 39 FR 24501.)

Issu e d  in  VJashington, D .C ., A ugust 1, 1974.

! • ¡8 . , . . . I I . I $' . « j . .

Henry H. Perritt, Jr.
Deputy Director
Office of Economic Stabilization 
Department of the Treasury
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Paragraph 1. In  6 CFR, P a rt 601 i s  amended by d e sign a tin g  the  

e x is t in g  se c tio n s  a s "Subpart A  -  G eneral" and by add ing the  

heading "Subpart A  -  General" im re d ia te ly  preceding §601.1.

Par. 2. In  6 CFR, P a rt 601 i s  fu rth e r amended by adding a t  the  

end th ereo f a  new Subpart B to  read as fo llo w s:

Subpart B -  Procedures 

§601.11 P rov id e rs o f h ea lth  se rv ice s.

(a) Scope. T h is  se c tio n  m od ifie s c e rta in  a d m in istra tive  

procedures as they app ly  to  p rov id e rs o f h ea lth  se rv ice s su b ject

to  Subpart 0 o r R o f  P a rt 150 o f t h is  t i t l e  o r to  §300.18 o r 300.19 

o f t h is  t i t le ,  and i s  e ffe c tiv e  August 1, 1974.

(b) S ta te  ad v iso ry  board s. The requirem ent to  o b ta in

the recaim endation o f  a s ta te  ad v iso ry  board o r agency w ith  re spect

to  an exception request pursuant to  §§300.18(c) (2) and 3 0 0 .1 8 (f),•% .
§§150.714(a) and 150.715, and §§150.782(a) and 150.783, i s  hereby 

term inated.

(c) Reports. The requirem ent under §300.18(c) (1) to  

subm it p r ic e  schedules to  th ird  p a r t ie s  o r in te rm ed iarie s where 

the e ffe c t  o f  p r ic e  in cre a se s i s  to  in crease  aggregate  annual 

revenues by more than 2.5% but no t more than 6% i s  hereby term inated.

(d) Com pliance m on itoring by th ird  p a r t ie s . T h ird - 

p arty  payors o r in te rm ed iarie s are no lon ge r encouraged o r authorized



to  su p e rv ise  com pliance w ith  the ru le s  o f  the Economic S t a b iliz a t io n

Program by ta lcing o r  w ith h o ld in g  any a c tio n  (such a s w ith h o ld in g
/

reimbursements to  p ro v id e rs o f h ea lth  se rv ice s) which was assumed 

to  be imposed by v ir tu e  o f  the Economic S t a b iliz a t io n  Program.

Only the O ffic e  o f  Economic S t a b iliz a t io n  may determ ine whether

a p rov ide r o f  h ea lth  se rv ice s i s  in  co itp liance w ith  the ru le s  o f  

the Economic S t a b iliz a t io n  Program.



§601.12 P r ic e  procedures.

(a) Scope. T h is se c tio n  a p p lie s  to  a l l  firm s, in c lu d in g  

p rov ide rs o f  h e a lth  se rv ic e s, seek ing r e l ie f  from the p ric e  

s ta b iliz a t io n  ru le s  o f t h is  t i t le ,  and supersedes any in c o n siste n t  

p ro v is io n s o f P a rt 155 o f  t h is  t i t le ,  e ffe c tiv e  A ugust 31, 1974.

(b) General A ugust 31, 1974, c u t-o ff  date . A  request
<*

fo r  exception o r exemption must be received by the O ffic e  o f  

Economic S ta b iliz a t io n  on o r  before  August 31, 1974, in  order 

to  be accepted fo r  co n sid e ratio n .

(c) Im plem entation of. requested r e l i e f . (1) M atte rs 

pending p r io r  to  August 1, 1974. A  firm  which subm itted an excep

t io n  request which was p roperly  prepared and subm itted in  accordance

w ith  law and was not d isposed  o f  p r io r  to  August 1, 1974, may, in  

the absence o f  a c tio n  by the O ff ic e  o f  Economic S ta b iliz a t io n  under

paragraph (d) o f  t h is  se c tio n , a v a il i t s e l f  o f  the r e l ie f  requested, 

e ffe c tiv e  September 1, 1974.

(2) 30-day "c lo c k ."  A firm  which on o r a fte r  August 1, 1974,

4j %
and before  September 1, 1974, subm its a new exception request which  

was. p rop erly  prepared and subm itted in  accordance w ith  law  may, in  

the absence o f  a c tio n  by the O ff ic e  o f  Economic S t a b iliz a t io n  under 

paragraph (d) o f  t h is  se c tio n , a v a il i t s e l f  o f the r e l ie f  requested  

on the t h i r t y - f i r s t  day a fte r  the date o f re c e ip t o f the exception  

request.
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(d) A c tio n  by the O ffic e  o f Economic S t a b iliz a t io n .

The O ffic e  o f  Economie S ta b iliz a t io n  may, w ith in  the t in e s  

prescribed  in  paragraphs (c) 01) and (c) (2) o f  t h is  se c tio n , a s

a p p lic ab le , approve, d isapprove, o r  m odify the r e l ie f  requested  

o r tem porarily  suspend the running o f  the tim e p re scribed  in  such

paragraphs d u rin g  which the O ff ic e  o f  Economic S ta b iliz a t io n  may 

take actio n . ,•

(e) Requests fo r  re co n sid e ra tio n . N otw ithstand ing

the p ro v is io n s  o f §155.104, a request fo r  recon side ra tion  o f  a

d e c is io n  issu e d  on o r a fte r  September 1, 1974, which den ies, in
#

whole o r in  p a rt, the r e l ie f  requested in  a  request fo r  exception, 

s h a ll be accepted fo r  co n sid e ra tio n  on ly  i f  received by the O ffic e  

o f Economic S ta b iliz a t io n  no t la te r  than 10 days a fte r  se rv ice  o f  

the . d e c is io n  w ith  re spect to  which reconsideration , i s  sought.
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§601.13 Pay procedures.
(a) Scope. This section applies to all employers 

and employees making submissions with respect to wage and salary 
increases under the provisions of parts 152 and 153 of this title, 
and supersedes any inconsistent provisions of such parts, effective 
August 31, 1974.

(b) General August 31, 1974, cut-off date. Except as
T

provided in paragraph (c) of this section, in order to be accepted 
for consideration, a request for approval of a wage and salary 
increase must be received by the Office of Economic Stabilization 
not later than August 31, 1974.

(c) Special rule. In the case of wage and salary 
increases provided under the terms of a collective bargaining 
agreement (or a modification, of a collective bargaining agreement) 
entered into on or after August 1, 1974, a request for approval 
must be received by the Office of Economic Stabilization not 
later than September 30, 1974, or the thirtieth day after the 
agreement or modification providing for such increases is entered

■U
into, whichever date is later, in order to be accepted for consideration

(d) Failure to request approval. Failure to request 
approval of a wage and salary increase within the prescribed 
period constitutes a final waiver of the opportunity to obtain 
the approval of the Office of Economic Stabilization. In case
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of such a waiver, no wage and salary increase m y  be implemented 
with respect to work performed prior to May 1, 1974, except as 
otherwise authorized under the provisions of part 152 of this title,

(e) Extension of time. The Office of Economic
Stabilization my, upon a shewing of extreme hardship or other 
extraordinary circumstances, extend for 14 days only the period
in which a request for approval m y  be submitted under this 
section. However, a request for such an extension must be received 
by the Office of Economic Stabilization within the time provided 
in this section for submission of the request for approval.

. (f) Application illustrated. The application of this 
section m y  be illustrated by the following examples:

.. Example 1: On August 4, 1974, Enplcyer A and Union X 
enter into a new collective bargaining agreement that applies 
to employees in the health services industry and provides a pay ad
justment of 8% retroactive to February 1, 1974, the first day of 
the current control year. The parties m y  implement a 5.5% increase 
for the period February 1, 1974 -fhrough April 301974, but 
must obtain the approval of the Office of Economic Stabilization 
in order to implement any greater increase for that period.
Under the provisions of §601.13(c), a request for approval of the 
increase m y  be submitted on or before September 30, 1974. If
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a request for approval is not submitted by September 30, 1974, 
the parties will be considered to have waived the right to request 
approval by the Office of Economic Stabilization, and the full 
increase may not be implemented for the period February 1, 1974 
through April 30, 1974.

Example 2: On September 5, 1974, pursuant to the operation 
of a wage reopening provision in their existing collective bargaining 
agreement, Employer B and Union Y agree on a*‘7% wage increase that applies 
to employees in the food manufacturing industry and.is retroactive to 
March 1, 1974, the first day of the current control year. The 
parties may implement a 5.5% increase for the period March 1, 1974 
through April 30, 1974, but must obtain the approval of the 
Office of Economic Stabilization in order to implement more than 
that 'amount for that period. Under the provisions of §601.13(c), 
a request for approval of the increase may : be submitted on or 
before October 5, 1974 (the thirtieth day following the date on which 

the waae increase is aqreed to) . If a request for approval is not 
submitted by October 5, 1974, the parties will be considered to 
have waived the right ■'to request approval of the Office of Economic 
Stabilization, and the full increase may not be implemented for 
the period March 1, 1974 through April 30, Ì974.
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Example 31 On June 15, 1974, Enployer c and Union Z

entered into a collective bargaining agreement affecting employees
in the construction industry, and providing for a wage increase

/retroactive in effect to April 1, 1974. Such wage increases for
the period April 1 through April 30, 1974, previously required
approval of the Construction Industry Stabilization Committee (CISC)
Hcwever, the parties did not seek the approval of the CISC and have

inot implemented the wage increase with respect to work performed 
during the month of April. If the parties wish to implement the 
contract increase for that month, they must submit a request for 
approval of the increase to the Office of Economic Stabilization 
not later than August 31, 1974. Failure to make such a submission 
by that day will be considered to be a waiver of the right to 
request approval by the Office of Economic Stabilization, and the 
parties will not be able to implement the wage increase for the 
month of April, 1974. - , ■ •
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From July 1, 1974 through July 23, 1974, the Office

of Economic Stabilization (OES), Department of Treasury, has

taken the following actions:

Price

Requests for Exception - Denials
Short Stop, Inc. - Request for exception- from provisions of

6 CFR, Part 140 to increase the price of 
/ gasoline in excess of freeze base period

price.
Requests for Reconsideration - Denials
Hillman’s, Inc. - Request for reconsideration of an order

of the Cost of Living Council denying 
petitioner’s request to be reclassified 
during its current fiscal year from a 
Price Category II firm to a Price Category 
III firm and thereby be relieved of 
quarterly reporting requirements.

Howard Johnson Company - Request for reconsideration of an
order of the Cost'of Living Council deny
ing petitioner's request to be allowed to 
increase prices during Phase IV, Stage A 
for Food, to the extent of "allowable 
cost increases” as defined in 6 CFR 140.92 
without limitation to a direct, item-by

item pass-through.
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Tom Boy, Inc. - Request for reconsideration of an order

of the Internal Revenue Service denying 

petitioner's request.for a modification 
of the pricing base period.

Approval of Completion of Voluntary Compliance Plan
Helme Products, Inc. - OES has accepted the certification of

price reductions totalling $123,430.27 in 
full performance of the firm's Voluntary 
Compliance Agreement.

i ....... •

Health

Requests for Exception * , . ‘
OES acted on sixty-two (62) Requests for exception. Of that
number, four (4) were approved in full, nine (9) were partially
approved, nine (9) were denied, and forty (40) were closed

or dismissed without prejudice. .*♦
Reauests for Reconsideration -- - - - -... - -- -------- -....
OES acted on nine (9) Requests for reconsideration. Of that 
number, four (4) were granted, one (1) was denied, and four
(4) were closed or dismissed.
Compliance Actions
OES acted on sixteen (16) compliance cases. In eight (8) 
cases it ordered price reductions and refunds, in one (1) 

case it vacated an earlier order to reduce prices and make 

refunds, in six (6) cases it approved Voluntary Compliance • 

Agreements, and in one (1) case it accepted the completion
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of a Voluntary Compliance Agreement*

Appeals from IRS • . .
OES closed one (1) appeal from an Internal Revenue Service 

decision.

Copies of all of the OES orders discussed above are 
available for inspection at the OES Public Reference Room, 
2000 M Street, N.W., Washington, D.C. 20508.

i
Compromise Settlements

The Office of Economic Stabilization, Department of the 
Treasury has accepted an offer of $100,000.00 from Daniel 
International Corporation in full settlement of civil claims 
for the following alleged violation: profit margin violation 

for its 1973 fiscal year.
Daniel International Corporation, a construction com

pany, is located in Greenville, South Carolina.

The Office of Economic Stabilization, Department of 
the Treasury, has accepted an offer of $5,000.00' from Gorrie 
Development. Corporation in full settlement of civil claims 
of the United States for the following alleged violation: 
profit margin violation for its 1973 fiscal year.

Gorrie Development Corporation, a construction company, 

is located in Birmingham, Alabama.
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Settlomont of Lawsuit 
The government has consented to a dismissal of its law

suit against Spartan Mills, The suit, filed in July of 1973, 
charged Spartan Mills with various violations of the Phase 
II price regulations. The firm has now made refunds of 
$495,975 to its customers and paid the government $50,000 
in civil penalties, and therefore the government has con
sented to the dismissal of the suit, '

i



D e p a rtm e n to fth e fR EA S lIR Y
(WINSTON. O.C. 20220 TELEPHONE WO4-2041

FOR RELEASE 6:30 P.M. August 1, 1974

RESULTS OF TREASURY’S 44-DAY TAX ANTICIPATION BILL AUCTION

Tenders for $1.5 billion of 44-day Treasury Tax Anticipation bills 
to be issued August 7, 1974, and to mature September 20, 1974, were 
opened at the Federal Reserve Banks today. The details are as follows:

RANGE OF ACCEPTED COMPETITIVE BIDS: (Excepting 1 tender of $200,000)

High - 98.900 Equivalent annual rate 9.000%
Low - 98.790 Equivalent annual rate 9.900%
Average - 98.820 Equivalent annual rate 9.655% JL/

Tenders at the low price were allotted 52%.

TOTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:

District Applied For Accepted
Boston $ 152,820,000 $ 76,665,000
New York 2,215,400,000 259,200,000
Philadelphia 45,335,000 5,335,000
Cleveland 130,715,000 115,215,000
Richmond 12,540,000 8,560,000
Atlanta 10,050,000 3,350,000
Chicago 650,190,000 410,890,000
St. Louis 42,615,000 32,375,000
Minneapolis 522,095,000 346,255,000
Kansas City 190,900,000 179,765,000
Dallas 43,525,000 23,525,000
San Francisco 277,355,000 39,155,000

TOTALS $4,293,540,000 $1,500,290,000

1/ This is on a bank-discount basis. The equivalent coupon-issue yield 
is 9. 91%.

2/ Includes $234,525,000 noncompetitive tenders accepted at the average 
price.



Department o f theT
ISHINGTON. D.C 20220 TELEPHONE W04-2041

FOR IMMEDIATE RELEASE August 2, 1974

COUPON RATES ANNOUNCED FOR NEW TREASURY NOTE ISSUES

The Treasury has set a coupon rate of 9% for both the $2,25 billion 

of 33-month notes and the $1.75 billion of 6-year rotes, the sale of which 

was announced on July 31. The series titles will be 9 percent Treasury 

Notes of Series D-1977 and 9 percent Treasury Notes of Series B-1980.

The 33-month notes will be auctioned on Tuesday, August 6, and the 6-year 

notes will be auctioned on Wednesday, August 7.

The public should be aware that in an auction the prices bid are not 

necessarily at par. The average price at which noncompetitive tenders are 

awarded may therefore be more or less than par, and subscribers may have 

to pay slightly more or less than $1,000 for each $1,000 face amount of

securities.



department of theTREASURY
I hiNGTON. D C 20220 TELEPHONE W04-2041

FOR IMMEDIATE RELEASE eh' August 2, 1974

SECRETARY SIMON SWEARS IN 
GARDNER, ALBRECHT AND COOPER

Treasury Secretary William E. Simon today 
conducted swearing-in ceremonies for Stephen S. 
Gardner, Richard R. Albrecht, and Charles A. Cooper.

Mr. Gardner, 52, who became Deputy Secretary 
of the Treasury, comes from the Girard Trust Bank 
in Philadelphia where he had served as Chairman 
of the Board since 1971.

Mr. Albrecht, 41, became General Counsel of 
the Treasury. He had been a partner, since 1968, 
in the law firm of Perkins, Coie, Stone, Olsen, 
and Williams of Seattle, Washington.

Mr. Cooper, 40, became Assistant Secretary 
of the Treasury for International Affairs. Since 
May of 1973, he had served as Deputy Assistant 
to the President for International Economic 
Affairs, National Security Council.

OoO
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DepartmentoftheTREASURY
IINGTON, D C. 20220 TELEPHONE W04-2041

FOR RELEASE AT 10:00 A.M. 
FRIDAY, AUGUST 2, 1974

STATEMENT OF
THE HONORABLE WILLIAM E. SIMON 

SECRETARY OF THE TREASURY 
BEFORE THE JOINT ECONOMIC COMMITTEE 

WASHINGTON, D. C.
AUGUST 2, 1974

Mr. Chairman and Members of the Joint Economic 

Commi ttee ,

Your Mid-Year Reviews provide a valuable opportunity 

to examine current economic developments and to make plans 

for the future. It is a pleasure to be here today and 

to participate in these deliberations.

In this statement, I plan to comment briefly on 

both domestic and international aspects of our current 

situation. There is, however, no need for me to cover in 

detail our recent and prospective economic performance or 

our basic economic policies. These have been carefully 

and thoroughly described within the past week by the 

President and other Administration spokesmen.

WS-74
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Nevertheless, I do want to say a few more words 

about the intolerably rapid rate of inflation we are now 

experiencing. Domestically this has become the dominant, 

overriding -- almost overwhelming -- fact of economic
j

life. Americans are experiencing their first sustained 

siege of rapid peacetime inflation. It is a new and most 

unwelcome experience. They do not understand where 

double-digit inflation came from and they lack confidence 

that their government will be able to get the situation 

under control.

How did we get here? 1 will not try to retrace all 

the causes of the current inflation, or try to fix the 

blame one place or another. Without too much risk of 

oversimplification, I think it is fair to say that the 

price explosion of 1973-74 is primarily attributable to 

(a) a series of severe temporary shocks that originated 

mostly outside the U .S . economic system and (b) almost a 

decade of excessively stimulative fiscal and monetary 

policies.
The outside shocks are, by now, familiar to all of 

us: the world-wide agricultural crop failures of 1972,

enormous pressures on the prices of internationally traded 

raw materials, two devaluations of the dollar, and the 

Arab oil embargo. In addition, the end of the controls
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program is now operating as an additional temporary force 
to raise some prices and wages faster than otherwise would 

have been the case.
But all these special factors, as important as they 

have been, are of a temporary, one-shot nature. Had our 
general economic policies not been too stimulative, the 
outside shocks would have had only a one-time effect.
Once they had worked their way through the system, the 
inflation would have settled down again to a tolerable rate.

But our general economic policies have, in fact, 
been far too stimulative for a long period of time. Let 
me give you two examples of how policy changed in the mid-1960s. 
First, on the fiscal side: from 1955 to 1965 Federal 
expenditures rose at roughly a 6 percent annual rate.
From 1965 to 1974, however, Federal expenditures surged to 
a 10 percent annual rate of growth. Second, monetary policy 
also broke out of a previously established pattern. From 
1955 to 1965 the money supply grew at a 2 1/2 percent rate.
Since then, the growth rate has more than doubled to a 6 
percent annual pace. It is no accident that during the earlier 
period we had a rather stable price performance, but since 
1965 we have had the worst peacetime inflation in our history.

What has and is happening, then, is that the excessive 
budget deficits and the excessive growth of money and credit
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in recent years prevented the "temporary" price pressures 
from running their course and fading away. Instead, much 
of the inflation from the outside shocks is or soon will be 
deeply embedded in our entire system. It is or soon will 
be embedded into the pattern of wage settlements and into 
the structure of interest rates. It is or soon will be 
embedded into the economic expectations of consumers, of 
workers, of investors, of businessmen -- everybody.

And because this inflation is becoming so deeply 
embedded, squeezing it out of the system will be a long, 
tough process. It is a most difficult challenge for 
economic policy.

In my opinion the correct course of action is to 
apply the necessary fiscal and monetary discipline persistently 
and consistently to keep the economy operating within the 
limits of its capacity to produce. The economy can be 
prosperous and it must continue to grow, but we must not 
let it continue to run away with itself. Demand will have 
to be held slightly below total potential output. Sales 
can show a healthy growth, but that growth will have to 
be constrained so that if businessmen try to raise prices 
too fast, competitive pressures will prevent them from doing 
so. Employment can grow, too, but our labor markets must 
not be too tight so that the joint worker-management process
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of wage determination can result in a gradual deceleration 
of the upward trend of pay scales.

Let me emphasize that this fight against inflation 
will take time, years of it. There are no shortcuts, no 
acceptable quick solutions. Frequent and abrupt changes 
in policy are the worst policy of all. To cure the 
price disease, we must be prepared to stay the long course 
and take an even strain on economic policy year after year. 
This is the only way to get the job done.

The President has put forward a coordinated program 
for dealing with inflation. The first requirement is to 
relieve those pressures of excessive demand in the 
economy that have caused the acceleration of advances in 
the price level. The second part of the program has to 
do with measures to relieve the casualties and inequities 
of inflation.

There are many who question the effectiveness of 
restrictive fiscal policy to counter these fundamental 
inflationary pressures. In my view, however, the evidence 
of experience is clear that fiscal restraint applied 
consistently and in tandem with monetary restraint can bring 

inflation under control.
I have attached to my statement a chart a very 

instructive chart, I believe - - that shows the broad
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relationship between the budget and inflation. As seen on 

the chart, the actual budget position does not correlate 

closely with the rate of inflation. This is where the full- 

employment budget proves itself to be a useful guide to 

economic policy; the ful1 - employment calculation adjusts the 

budget data to remove the impact of the economy on the 

budget,, and thereby brings out the impact of the budget on 

the economy. And when the full-employment budget position 

is compared to the rate of inflation, a fairly high degree 

of correlation shows up. The relationship is less than 

perfect, but in the broad sweep of things it is clear that 

sustained budget surpluses are associated with below-average 

inflation, and sustained budget deficits are associated 

with above-average inflation.

There are two years during the 26-year span covered 

by the chart in which the inflation is far higher than 

can be accounted for by fiscal policy. These years are 

1950-51 and 1973-74, which were the two occasions when 

commodity inflation (food and industrial raw materials) 

had an extraordinarily large, one-time impact on,the 

general price level. Aside from those two occasions, the 

relationship strongly supports the general notion that 

budget deficits are inflationary and budget surpluses are 

not inflationary.
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I do not want to suggest that countering inflation 
is so simple that all we have to worry about is our budget 
position. Quite the contrary. We all know that "money 
matters" and that we have to be concerned with monetary 
policy. Arthur Burns has already testified that a 6 percent 
growth in money is too high for price stability over the 
longer term. He has also stated that monetary policy will 
be conducted so as to avoid a credit "crunch".

In this regard, we should remember that a strong, 
steady fiscal policy is especially important when, as at 
present, demands for financing capital formation ahd 
housing are heavy relative to the flow of national savings.
I believe the normal target for the budget should be a 
surplus equal to 1-2 percent of Federal outlays. With 
such a surplus, which would add roughly 2 percent to the 
national savings stream, credit requirements would be in 
approximate balance with this flow of savings, and the 
needed steadier course for monetary policy would then be 
less endangered by the risks of floundering credit and 

capital markets.
Any well-conceived anti-inflation program must 

also have regard for the casualties of inflation and for 
those whose earnings may be interrupted for a time by a 
program of disinflation. Without getting into detail, let
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me say that I believe we can gradually reduce inflation 
without suffering massive unemployment. For a time, we 
will have to live with slightly more unemployment than we 
would like, but it will not have to be a large amount.
To deal with this contingency, the President has proposed 
improvements in our system of unemployment compensation, and 
I again urge Congressional passage.

Strains in the financial markets have had particularly 
adverse effects on housing, and in May the President put 
forward a $10 billion program to augment the supply of 
mortgage funds. These financial strains together with 
higher prices of primary energy have -- because of the 
slow pace of the regulatory process -- produced dangerously 
low earnings for many companies in regulated industries.
While these are largely state and local regulatory bodies 
which must act, the Administration is examining what might 
be done to speed up the needed changes. These illustrate 
the kinds of economic adjustments that must be accommodated 
in order to facilitate the disinflationary process.

Summing Up. To bring our price disease under control, 
we will have to keep our general economic policies under firm 
control. There is no acceptable alternative. We can and 
will pursue complementary policies -- maximizing agricultural 
production, reorganizing inefficient government regulatory
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practices, and others. But the key is to keep demands in 
the economy within the limits of its productive capacity 
through balanced fiscal and monetary restraint.

If we do not do so, we will continue to have the cruel, 
indiscriminate, insidious tax of inflation. Inflation hurts 
everybody -- people on every rung of the income ladder, 
corporations, financial institutions, state and local 
governments -- everybody. Most of all, it hurts the poor. 
And if we do not have the self discipline to keep Federal 
spending in line with tax revenues, what happens is that 
the deficit is closed by the harsh and uneven tax of 
inflation, rather than by more equitable routes of achieving 
balance between outlays and revenues.

Profits
Before closing this discussion of our domestic economic 

situation, I want to say a few words about profits. To 
curb inflation, our policy in the short run must be to 
restrain demand. In the long run, however, we must make 
every effort to expand our productive capacity. To this end 
adequate profit incentives are crucially important.

In the last year or two, there has been much talk about 
an excessive increase in corporate profits. I am afraid, 
however, that these increases in profits have not been put 
into proper perspective. In.particular, there has been
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inadequate recognition of the impact of inflation on 
this measurement of profits.

For example, nonfinancial corporations reported 
profits after taxes in 1973 of $55 billion as compared to 
$38.2 billion in 1965, an apparent 44 percent increase.
But when depreciation is calculated on a basis that provides 
a more realistic accounting for the current value of the 
capital used in production and when the effect of inflation 
on inventory values is eliminated, after-tax profits 
actually declined by 21 percent, from $36.1 billion in 1965 
to $28.5 billion in 1973. One major factor behind this 
decline is the fact that taxes were paid on these ficticious 
elements of profits, which resulted in a rise in the effective 
tax rate on true profits from about 43 percent in 1965 to 
59 percent in 1973. On this basis, furthermore, after 
dividend payments, the retained earnings available for 
reinvestment, which were $19 billion in 1965, were only 
$5 billion in 1973.

Thus, a more realistic calculation shows that the sharp 
rise in profits was an optical illusion caused by inflation. 
And this helps to explain why the ability of business to 
increase its productive capacity is in jeopardy and why our 
financial markets are so congested.
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In this context, it is not surprising that basic 
industries such as steel, coal, natural gas and aluminum 
are experiencing shortages in productive capacity. Increased 
productivity and decreased government spending are the two 
essential lines of attack against inflation. Both the 
Administration and the Congress must reassess past legislation 
that stimulates consumption and inhibits saving and investment. 
No nation can neglect investment in favor of consumption for 
very long and still prosper. I am quite concerned that since 
1960 / plant and equipment spending in the United States was 
only 15 percent of total output, whereas France invested 
18 percent, Germany 20 percent and Japan 27 percent. And 
furthermore, for gross domestic investment (which includes 
inventories, housing and public investment), the proportion 
for 1973 are: United States 17 percent, France 26 percent, 
Germany 25 percent and Japan 37 percent.

The International Economy
We have now had more than a half year's experience with 

the increased oil prices announced late last year. The inter
national economy has been profoundly changed. Fortunately the 
most exaggerated fears of some have not proved justified. But 
we are confronted by difficult problems, related both to petroleum 
developments and to worldwide inflation, which together have 
led to a widespread slowdown in economic growth this year.

As in the United States, people everywhere are suffer
ing the wrenching pains of inflation. Few countries have
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escaped double-digit rates of price increase and almost all 
are experiencing inflation rates considered intolerable by 
past standards.

Inflation is a common problem around the world in part 
because of the strong forces that carry price pressures 
across national boundaries. Fundamentally, this reflects 
our growing interdependence -- the fact that the links 
among nations have become stronger as international trade 
has grown more rapidly than domestic trade. To illustrate 
the importance of the international transmission of inflation,
I would cite recent forecasts of the Organization for 
Economic Cooperation and Development that increases in the 
price of imported oil will directly add some 1 1/2 percentage 
points to the rate of inflation in OECD member countries this 
year, and increases in the prices of imports of other primary 
products another percentage point. These figures do not allow 
for secondary effects of the import price rises on domestic 
prices, and thus understate the total price effect. Another 
striking measure of the price increases affecting international 
trade is that in the first half of 1974 the average value of 
OECD imports, swollen by the oil price increases, rose by 65 
percent and the average value of exports by 32 percent.

I found in my recent travels abroad that others view 
the inflationary problems we are experiencing in this country 
somewhat differently than we do. In fact, others look at our
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record with a certain envy. While this does not make our 
inflation easier to bear or to deal with, the fact is that 
we are doing better than many other countries. Consumer 
prices have been rising at rates of about 12 percent in the 
United States , but this compares with figures of some 30 
percent for Japan and 15 to 20 percent for Italy, the United 
Kingdom and France. In Germany, on the other hand, where 
strong policies of demand restraint have been pursued for an 
extended time, prices are rising at a rate of less than 
8 percent.

Recognition of the common danger of inflation has in 
recent months brought about a more realistic view of the 
prospects for growth.' At the turn of the year, against the 
background of an oil embargo, some thought the oil consuming 
nations might be thrown into chaos, and the spectre of a 
1930’s depression was raised. Today, the embargo is lifted 
and energy shortages are no longer a severe restraint on growth, 
While the industrial world is still experiencing a slowdown, 
there is wide agreement that the slowdown is essential if we 
are to control the forces of inflation. There is a healthy 
recognition that the inflationary costs of excessive expansion 
would be unacceptable. While we cannot turn our backs on the 
possible future need for stimulative policies, it is understood 
that nothing could more severely threaten the fabric of 
our societies than to hit the throttle at a time when we
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should have our foot firmly on the brake.
The increase in oil prices brought with it the 

danger of an escalation of trade restrictions. There was 
concern that importing nations, seeing their own trade 
balances deteriorate because of increased oil imports, 
might impose restrictive trade measures which would simply 
shift more of the deficit elsewhere, and the cumulative 
effect could be excessive domestic deflation. This must, 
of course, be watched. However, OECD member countries 
agreed in May to a declaration of intent to avoid recourse 
to restrictive measures. In June the IMF Committee of Twenty 
agreed to a similar pledge for adherence by the broader 
membership of the International Monetary Fund. The United 
States strongly supported both these moves, and we are 
confident they will reinforce the commitment of the world 
trading community to a liberal trading order. It is critical 
that the Congress help us maintain the momentum toward 
expanding world trade by prompt and affirmative action on 
the Trade Reform Act, so that the "Tokyo Round" of multi
lateral trade negotiations can move forward toward reducing 
trade barriers and building better arrangements for managing 
international trade relations.

When this Committee met in February, concern had already 
been expressed about the problems of financing oil surpluses



and deficits and the ability of private financial 
markets to handle the anticipated vast flows of funds.
More recently, difficulties of a few banks heavily involved 
in international transactions have magnified expressions of 

concern.
We recognize that the private markets face a serious 

challenge. But we should not exaggerate the difficulty.
Let us not make allegations unsupported by facts. An 
individual bank, through imprudence or other management 
problems particular to the firm, can certainly get into 
trouble. But that dobs not imply any impending failure of 
financial markets generally or of the monetary system.

Certainly there.will be strains in the face of the 
major challenges posed for the markets. In my talks with 
the Finance Ministers of other countries, we have frankly 
recognized this prospect. And we are confident that we can 
develop mechanisms to deal with these strains.

I do not, however, classify as real the problem of 
potentially massive shifts of funds -- the worry that oil 
monies' will be capriciously shifted from one market to 
another thereby disrupting the foreign exchange and financial 
markets. In part this is because investments by the oil 
producing countries will be in instruments of varying degrees 
of l i q u i d i t y ,  some of which --probably a growing proportion



16

could not be liquidated without losses that would make 
such shifts unattractive. Beyond this, massive shifts of 
funds would cause pressures on exchange rates, also quickly 
making such transfers unprofitable. I can assure you my 
experience has been that the financial authorities of the 
Arab countries who will be managing oil revenues are 
indeed conservative and responsible and will not be found 
taking illogical actions.

The private financial markets are in fact making 
substantial progress in adapting to the problems of oil 
financing. In the first instance, bankers have initiated 
discussion of the problems, such as rapidly growing 
liabilities relative to their capital base, excessive 
divergence in the maturity preference of lenders and 
borrowers , and too much concentration on particular lenders 
and borrowers.

And they are adapting their own practices. In a market 
saturated by offers of short-term funds, banks are insisting 
on paying lower rates for monies in maturities they don’t 
need. We are seeing banks acting as brokers, arranging 
direct placements. These are necessary, encouraging responses.

The lenders, too, are adapting. They are looking for 
other places to put money: government securities; advance
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payments for imports; phased loans to governments; credits 
to nationalized industries and corporate borrowers; real 
estate; and equity of large corporations. These shifts of 
funds into, non-banking channels will ease the pressures 

on the banks.
In these circumstances bankers must continue to look 

for new techniques* new channels of moving funds to those 
who need them. Some traditional practices may have to be 
re-examined. Management must above all be prudent and 
careful. But there is no reason why the banking system 
cannot continue to handle a very large share of these funds 
while the remainder move through other channels.

I am asked what the role of governments and central 
banks ds in this situation. Certainly they must maintain a 
proper economic environment, by containing inflation and 
,folLowing suitable policies . But that is not their only 
duty. I do not believe that the private sector alone should 
carry the responsibility. Governments and central banks 
as bank supervisors and suppliers of 1iquidity -- their 
traditional role in developed financial systerns -- have a 
clear respons ib ili ty to assure the s oundness of the sys tern 
as a whole.. I am referring to problems of liquidity, however, 
not solvency. It is not the role of the public authorities 
to underwrite management of an individual institution or 
to assume the risks of its stockholders.
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There will also be occasions when direct government- 

to-government handling of funds will be the most efficient 
method. Over the years, the Treasury Department has issued 
special securities to various countries, including 
particularly large amounts to Germany. Inevitably, special 
responsibility must be assumed by governments of the oil 
exporting countries, and they are already beginning to 
provide direct loans and other types of financing for, and 
investments in, the economies of their oil customers. Iran 
alone has in recent weeks agreed to make substantial loans 
to France and the U.K. and made a substantial investment in 
the Krupp concern in Germany.

Governments’ most urgent task -- one for which the private 
markets are largely inappropriate -- is to organize assistance 
for the poorest countries most seriously affected by the oil 
price increases so that severe hardships are not wrought on 
their populations. The new Development Council recommended 
by the Committee of Twenty will urgently address this problem. 
Public responsibility has also been recognized in the 
establishment of a special oil facility in the International 
Monetary Fund to supplement private markets - - a kind of 
"safety net" for countries able to afford its near-market 
terms but unable to obtain adequate financing through the 
private markets. We have also expanded our extensive 
network of inter-government swap agreements.
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However, the objective of public policy should not be 
to take over the basic role the private markets have 
traditionally played in moving funds about the world.
Rather governments should seek to strengthen that role, 
as the United States did early this year when we removed our 
capital controls.

We are fortunate to be able to approach the problems 
we face today within the framework of the monetary agreement 
reached at the Committee of Twenty Ministerial meeting in 
June. That agreement represented a landmark in our efforts 
to reform the international monetary system. Certainly much 
remains to be done, and further negotiations lie ahead.
But the international community has responded in a constructive 
manner to the challenges it faces. One of the most important 
results of the C-20 work was that it demonstrated both 
our determination and ability to work cooperatively in 
dealing with our problems. This spirit is essential to the 
success of our future efforts. I have had useful discussions 
with my counterparts in other countries and am confident 
that a solid foundation exists for our continuing to work 
together.

I believe, too, that the flexible exchange rate arrange
ments presently in place have served us well in a particularly
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difficult period. Despite the great uncertainties we 
have been through, speculative pressures have not been 
excessive and exchange rates fluctuations have not been 
extreme. The dollar, following a rather large swing from 
the middle of last year to the first quarter of this year, 
has subsequently moved against the trade-weighted average of 
other currencies within a range of plus or minus 2 percent 
around the levels prevailing following the realignments of 
February 1973.

I had an opportunity on my trip last month to discuss 
the oil financing problems with Middle Eastern and European 
leaders. The authorities of the oil producing countries 
with whom I spoke displayed a keen awareness of their interest 
in and responsibility for assuring that their vastly 
increased oil revenues will be invested in a way that minimizes 
disruptions to world economic and financial relationships.
I am glad to report that the atmosphere I encountered in 
Europe on the question of re-cycling oil revenues was one of 
concern but basically consistent with our own views. It was 
generally agreed that we should broaden our exchange of 
information and ideas on developments in the financial markets. 
We must have contingency plans, so that we are prepared to 
act, and to act quickly, in the event an emergency situation 
requires it.



Mr. Chairman, a great deal of what I have spoken to ^
you about today is related directly or indirectly to the 
question of oil prices. As you know, it is my conviction 
that we will see lower oil prices. I am convinced this is 
in the long-run interest of producers as well as consumers.
I know of no single move more important to the elimination 
of world-wide inflation and the maintenance of international 
financial stability.

It would be a disservice to underestimate the tenacity 
with which we shall have to attack our present problems.
I am confident, though, that we are on the right track, that 
the policies being followed nationally and internationally 
are the policies which will in time bring solutions to our 
problems. Inflation will abate. We will avoid the extremes 
of depression and financial collapse. We will find a new 
equilibrium in the commodity markets.

To achieve these goals here in the United States, the 
most important single action we can take is to regain control 
of Federal spending. To this end, close, cooperative, and bi
partisan action will be required. This Committee could make 
a significant contribution by encouraging a prompt activation 
of the new and stronger procedures for budget control provided 
in the Congressional Budget Act of 1974. Without determined 
action by both the Administration and the Congress, the rise
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in Federal outlays this year and next could be so large 
as to impose sustained rapid inflation on the American 
people. To prevent that result is our most important 
duty as public officials.
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Panel 1

Panel 2

Panel 3

NOTES TO CHART

The budget data shown here are the 
actual surpluses and deficits, on 
a national income accounts basis, 
for calendar years expressed as 
a percent of Gross National Product. 
Note that these data are plotted on 
an inverted basis in order to provide 
an easier visual comparison with the 
inflation rate.

These budget data are the same as in 
Panel 1 except that the surpluses and 
deficits have been adjusted by the 
Federal Reserve Bank of St. Louis to 
a full-employment basis by standardizing 
the figures to a constant 4 percent 
unemployment rate. The bars are 
plotted'-- for the purpose of better 
displaying the relationship between 
the budget and inflation -- as deviations 
from the average surplus for 1948-73 of 
0.8 percent of GNP. (Panel 1 was not 
plotted this way because the average 
was virtually equal to zero.)

Inflation is represented here by 
percent changes in the GNP deflator 
from the previous year. In effect, 
therefore, the inflation measure is 
charted with a 6-month lag compared 
to the budget data in Panels 1 and 2. 
The bars are plotted as deviations 
from the 1949-74 average price increase 
of 2.9 percent.

Source of data: U.S. Department of Commerce
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Department of thtTREA$URY
SHINGTON. D C- 20220 TELEPHONE W04-2041

FOR RELEASE 6:30 P.M, August 5, 1974
RESULTS OF TREASURY'S WEEKLY BILL AUCTIONS

Tenders for $2.7 billion of 13-week Treasury bills and for $2.0 billion 
of 26-week Treasury bills, both series to be issued on August 8, 1974, 
were opened at the Federal Reserve Banks today. The details are as follows:

RANGE OF ACCEPTED 13-week bills
COMPETITIVE BIDS: maturing November 7, 1974

26-week bills 
maturing February 6, 1975

Price
Equivalent 
Annual Rate Price

Equivalent 
Annual Rate

High 98.091 7.552% : 95.637 a/ 8.630%
Low 97.813 8.652% : 95.601 8.701%
Average 97.850 8.505% 1/ : 95.622 8.660% li

a/ Excepting 5 tenders totaling $50,000

Tenders at the low price for the 13-wee!; bills were allotted 7%.
Tenders at the low price for the 26-week bills were allotted 85%.

TOTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:

District Applied For Accepted Applied For Accepted
Boston $ 45,290,000 $ 35,290,000 $ 31,845,000 $ 18,015,000
New York 3,049,570,000 2,203,570,000 3,655,575,000 1,554,505,000
Philadelphia 30,580,000 30,580,000 44,675,000 14,430,000
Cleveland 41,875,000 41,725,000 55,580,000 29,880,000
Richmond 43,730,000 31,730,000 90,415,000 23,090,000
Atlanta 37,665,000 37,665,000 43,160,000 24,510,000
Chicago 145,550,000 89,550,000 319,305,000 206,875,000
St. Louis 43,450,000 37,320,000 58,240,000 25,040,000
Minneapolis 10,980,000 10,980,000 10,395,000 2,395,000
Kansas City 34,350,000 34,000,000 26,800,000 26,170,aoa •
Daliss 31,545,000 24,545,000 39,955,000 15,955,000
San Francisco 148,425,000 123,415,000 219,310,000 60,010,000

TOTALS $3,663,010,000 $2,700,370,000 b/$4,595,255,000 $2,000,875,000 c/

b/ Includes $418,060,000 noncompetitive tenders accepted at average price, 
c/ Includes $282,775,000 noncompetitive tenders accept..1! at average price. 
1/ These rates are on a bank-discount basis. The equivalent coupon-issue 

yields are 8.81% for the 13-week bills, and 9.18% tor the 26-week hills.

♦



FOR IMMEDIATE RELEASE August 7, 1974
OFFICE OF REVENUE SHARING ISSUES CUMULATIVE PAYMENTS LIST FOR ALL RECIPIENT GOVERNMENTS

Who has received how much general revenue sharing money 
since 1972 is reported in a new reference document being issued 
today by the Treasury Department's Office of Revenue Sharing.
Fiscal year 1975 allocations of funds for more than 38,000 recipient 
units of government are listed and totalled as well.

The amounts are presented in such a way as to enable the reader 
to compare amounts by jurisdiction from one payment period to 
another.

"From the beginning of the general revenue sharing program, it 
has been our practice to publish all data, payment amounts, and 
descriptions of procedures for public use and review," Graham W. Watt, 
Director of the Office of Revenue Sharing, said in releasing today's 
pub!ication.

"This is part of our ongoing effort to keep the public fully 
informed about all aspects of this new approach to intergovernmental 
fiscal assistance," he said.

(O v e r )
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Today's publication is entitled "Payment Summary: Entitlement 
Periods 1 thru 4 with Period 5 Adjustment". Copies may be obtained 
from the Government Printing Office. Reference copies are available 
in the Treasury Department's Library and in the Office of Revenue 
Sharing at 1900 Pennsylvania Avenue, N.W , Washington, D. C.

The figures published include any adjustments to initial 
allocations that were made at the end of each of the first four 
entitlement periods as a result of improvements to the data used 
to calculate individual governments' amounts. Each year, the 
Office of Revenue Sharing invites each recipient government to review 
and propose improvements to its own data on population, per capita 
income and tax effort. These numbers are used to allocate shared 
revenues for all governments.

Through general revenue sharing, some $14.3 billion have already 
been distributed to general-purpose units of state and local government: 
states, counties, cities, towns, townships, Indian tribes and Alaskan 
native villages.

The State and Local Fiscal Assistance Act of 1972 (P.L. 92-512) 
authorizes the distribution of $30.2 billion over five years ending
in December 1976.
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GERALD L. PARSKY: ...Well, I thought that it would ba useful 
to give you a broad overview of what took place during my stay in Saudi Arabia. 
As most of you know, I was with Bill 1n the initial stages until we hit Saudi Arabia, and/then I stayed behind to supervise the working group effort as .- part of the joint commission. 1*11 be glad to try to answer any questions about any other aspects of the trip, if you’d like. I'd be glad to try to answer any questions about the trip prior to Saudi Arabia. And I was in close touch with Bill afterwards. But I thought it’d he good to focus on what happened in Saudi Arabia and then talk a little bit about what’s to 
com.

F i r s t of all, we had what I thought were very successful sessions, think it’s Important to recognize that these were the initial stages of ir ongoing economic, bilateral economic relationship with Saudi Arabia...iey were very hospitable to all of us there. They were looking for —  I think they were questioning exactly what would take place. They’re looking to the U. S. government for help and leadership. They’re very much interested 
in diversifying their economy as quickly as they possibly can.

We held two working group sessions, one on industrialization

With respect to Industrialization, we have jointly agreed to 
negotiate and sign a technical cooperation agreement which will facilitate the continual exchange of experts over a period of time on a reimbursable basis. The Saudi Arabian government would reimburse for the expenses of such experts. Second, we have reached agreement to provide what I would call a permanent U. S. government representation in Saudi Arabia as part of the joint commission effort. By this, I mean that the Saudis have agreed to have us staff, as part of the consnission office In Saudi Arabia, probably from seven to ten people on a permanent basis, to be selected in conjunction with Ambassador Aikens and the Embassy there, but this would be located in 
Riyadh and it would have Saudi counterparts there.

Third, we have agreed to assign and send a certain number of 
.xpertSs* under the auspices or the commission, to various agencies there 
to study and work with them on ways in which they can improve their governmental knd other machinery. Just to diverge.for one second, I think you can see



¡ n  W f S I V r l »  W i e  K i m  w w » »  . . .  . . .  , V T . - .  - -  -  - - - - - - -  ,  ~iiiiâss diversification and industrialization easier for Saudi Arabia. We can assist them 1n mobilizing the private sector, which we’ve agreed to do, and in other investment. And 1t’$ with inspect to that first one that during August we are going to be sending experts in the following areas. Probably two will go to take a look at the statistical base and Industrial information land documentation capability. They’ll be detailed to the Industrial Studies 
and Development Center in Saudi Arabia.

. One of the things I might say that is of particular interest 
to them in which they, I don’t feel, have an adequate capacity for as yet —  and that’s developing statistical information as to their marketability and ir&rket shares for various industrial projects that they would undertake.
This would be part of 1t.

We will be sending probably one person to advise on the Improvement of port management. And he’ll be detailed to the Ministry of Communications and work with the Ministry of Ccmmunications. An expen to evaluate existing 
conditions and advise on the improvement of customs* procedures. And he will work with the Ministry of Finance. An expert to evaluate and assist in establishing environmental and pollution standards, and he’ll work with KTROMIN. They were particularly interested in this in conjunction with _ series of projects which they have underway in the hydrocarbon area.^ All that will take place in August, and I’m actively kind of putting together this group that will be sent there sometime during this month to spend anywhere from tv® to three weeks, I would say, depending on how long the task would be, to determine ~~ to map out a program for what needs to be dons in each of these areas, including the kind of assistance, longer-term, that will 
be needed.

During September, we will be sending additional experts there 
to work on improving standards for Industrial construction. *1 think that one of the Industries that is of particular concern to us and to the Saucns is the construction industry, because so much of their industrialization 
process is tied to that.

Also, someone, or people, to advise on the development of marine 
fisheries; also to advise on the establishment of international standards for protection of patents and copyrights. And by that, there is some concern i that the private sector back here in the United States would bs reluctant I to entertain relationships there unless there was a means of assuring chis protection. And so they would like someone to come over there and work with 
them.

And, finally, we would also be sending people there, or a person to advise on the improvement of the communications facilities.
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rocess easier. *

He have also agreed to encourage, mobilise, assist the Saudis In encouraging the U. S. private sector to participate in a variety of different 
ioint ventures and other projects in Saudi Arabia. And chis involves bowl projects having to do with the hydrocarbon and related industries and the non-hydrocarbon industries. To give you a rough estimate of the size or the potential investments in theres in these two areas, over t?.e next, say, ten years 1n the hydrocarbon industry, they discussed with me a potential total investment of around seventeen billion dollars. In the non-hydrocarbon 
industry over the next five years, about one-half a billion dollars, about fiv*3 hundred —  four hundred to five hundred million dollars. But wnat I ve aoreed'to do is to ccasa back to the United States and discuss with industry, iR conjunction with all of the government capabilities, projects in both 
these areas.

'How, they told me that there is considerable Interest already- 
in the hydrocarbon area. They have a series of ongoing negotiations, ranging from a contractual arrangement for an iron and steel industry to letters of intent, feasibility studies and pre-feasibility stages in the hydrocarbon 
grea. And my concern is as much, if not more, in toe ^on-hydrocarbon a*sa where there has been less interest by the U. S. private sector. And to give you soma examples of the non-hydrocarbon area that they re thinking aoout >is rnanuf act uri ng of food and beverages, textiles, leather products, wooo 
nd wood products, paper and paper products and chemicals.

How, I think it*s important to bear in mind that they are particularly 
interested in getting the private sector involved in these non-hydrocarbon areas. And I would propose to call together various representatives from these industries and try to explain to them some of the interests they have.

Next, we talked about how we could assist them in building their 
infrastructure and, in particular, the Infrastructure that will be called for if a number of these industrialization projects materialize. And an idea that we came ud with that I discussed with them, which they liked and which I will discuss back here, is the possibility of greater utilization of the Corps of Engineers. And I'm going to be talking about the possibility, through the Corps or through other governmental means, of expanding the role of what the U. S. government can do in building, or assisting them in building their infrastructure projects related to the industrialization programs which they will undertake. This would be a much more direct governmental involvement 
I think than ’with respect to mobilizing the private sector.

Next, we will —  the Saudis have agreed to send to us sometime before October 1 —  and we haven1t decided exactly when, but it 1̂1 probably ba in September —  two representatives, one from the Ministry or Commerce and Industry and one from PETROMIN, to coma to the United States and take a look at the whole fertilizer area, which is something that they re particularly 
interested in and I spent a lot of time discussing with them. They will isit and review the Tennessee Valley Authority operation, and we will talk 
o them.about possible TVA assistance and other assistance.

And finally because I thought it was particularly important.
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Ij've agreed to hold another meeting of the working group on Industrialization Tsere In September, probably somewhere around the twentieth to twenty-fifth, in that range, although the definite date hasn't been finalized, to not only follow up on a number of these projects; but, 1m particular, I would like to focus these meetings on our private sector anti the relationship between that private sector and the Industrialization process, I would envision the possibility of including one or two of the sessions that we would be holding and involve the private sector in those sessions in a coordinated 
way. Selective industries would participate; they would hear directly from the Saudis on their interests with respect to those industries, and questions that the private sector may have in terms of tha kind of relationships would be raised.

Okay, that's briefly how I would outline the industrialization action, series of actions that were taken. As I say, there's a lot more.I don't want to take it all up by just talking. 1*11 try to answer any questions.
/ rOn the manpower and education just briefly, we again took a series of what I would call short-term actions. During August, we're going to provide experts, as fellows. Three will bs detailed to tha Ministry of Labor and Technical Education Department within the Ministry of gducation to eyaluets current vocational training capability, including on-the-job training, and to develop a proposal for establishing technical assistance for additional training programs. The whole area of vocational training Is of central concern here, and we think it's worth having some people go out right away.
: During September we will send five additional, approximately five additional people to work with tha Ministry of Education, to take a look at the whole educational system and to recommend to us a full assistance project t o Improve that whole system. We spent a lot of time discussing how that system functions now, and I thought it would be useful to have a full team spend two weeks, three weeks. [It'll] probably take as much as four weeks to do.
During September, the Saudis are going to send representatives to the United States to participate in programs arranged through the Department of Labor in the fields of government-employee training, which they expressed an interest in, and petrochemicals. And in addition, we agreed to come back here to the United States and to assist them by mobilizing or coordinating U. S. resources in several priority areas: one, access of Saudi 'students to U. S. educational facilities. Particularly, th e y * r e interested in law and medicine, including medical internships. Institutional development for Saudi universities and colleges» particularly in the business administration area, which is something they talked to us a lot about. Third, professional recruitment and exchange, including the whole concept of visiting professorships, which they would like to encourage and want us to work with a series of institutions through NEW, In particular. They're particularly Interested in establishment of junior colleges and asked us to consider that a priority item back here, to recommend to them how that can be done, particularly utilizing existing institutions. And finally, we agreed to come back and take a look at how I would recommend, directly, that they develop a technical level training 

program in the petrochemical field.
Finally, I'd say that with respect to manpower and education,
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Pone area that I think is probably the most Important that 1sn‘t reflected lin everything I just said —  I believe that there’s a great need in Saudi [Arabia for a manpower training organization, entity* We talked about several I possibilities. One is making use of what is currently in existence, a high I committee on manpower. Second would be to utilize the central planning organization, Ivibich does have some capacity* And third is to create a new organization.I I reconsnended that a new organization, a new entity be created* And they I asked me to put together a complete memorandum or suggestion for the creation I of such an organization, which potentially could be staffed by U. S. government lend private sector people. But eventually the whole objective would be to I turn this operation over to the Saudis. There’s no question in my mind that I there’s a great need for manpower training in that country. They’re interested I in it, and before I left they indicated to me that they weleoraed this kind of proposal. There are some difficulties in terms of various responsibilities in the manpower area that currently exist. But they welcome that.

that's kind of a sketch of where the sessions came out. I'm sure you’ve got a lot of questions. And I could, you know, talk a lot, but why don’t we just start and then I can expand on about any of the other things.I'll be glad to try to answer any questions.
Q: Jerry, did you get any idea of how many —  what kind of capacities 

if? refining and petrochemicals they're thinking of in Saudi Arabia?
PARSKY: They indicated to me that in terms of refining capacity "chat they would —  they would think —  they would set as a target anywhere up to fifty percent of current production as what they are able to, or would be able to refine. Current production is eight and a half million barrels.So in terms of their refining capacity there, they would think that it's not out of the question to think in terms of a refining capacity of half that, but over a longer period of time. Via * re talking now of ten, twelve, ss much as fifteen years from now, but looking at current capacity.
In terms of the petrochemical area, they didn’t give me any idea in terms of capacity, other than to say that they —  that that’s a particular I industry that they want to look at. They’re not about —  they don’t want to go into it until they fully understand the requirements in terms of manpower, in terms of investment. And so I couldn’t really give you an estimate on 

that.
Q: Jerry, the stuff that you just outlined here—  I wonder if you could talk for a minute about our self-interest in this. Vihy are 

| we doing this?
PARSKY: Well...
Q: yWhat’s 1n it for the U. S.?
PARSKY: Mell, I believe, Greg, that there is a great deal that •ononfc cooperation, direct economic cooperation between Saudi Arabia and -he United States can do toward assisting in bringing a lasting peace in the Middle East. Many people have viewed peace as a prerequisite for economic



cooperation. And there*s no question in my niind that in order to maintain this emphasis* in order to maintain some of the things we've become that 
peace will have to come about.

But I like to look at economic cooperation as a means of assisting 1n bringing a lasting peace. And so I think that not only the United States, but tha whole world, is to gain if that happens. So I think that's a plus.
I think that there's no question in my mind that economic developmen 

economic cooperation, a diversification of that economy is obviously not unrelated to energy policy, which obviously came up in the discussions, fcut wasn't a focal point, and investment, which many people have talked about.He were there focusing on what the U. $. government could do to assist in this industrialization process. But there's no question that, in my mind, it ties closely together vn th a whole world policy toward energy, toward 
investment»' toward foreign ~  toward .world peace.

Q: Jerry, can you outline for us whether there were any agreements 
cr any understanding as far as investment In the United States is concerned?

PARSKY: Ho, not that I can outline. There were none. No.Änd I spoke to Jack Bennett, and he told me that he went through pretty much rt length in yesterday's briefing —  is that right? —  about the discussions [ ist we had on investment. There was no understanding at all in terms of sny sort of agreement. We did make a proposal, illustrative proposal on the potential investment from Saudi Arabia in special Treasury securities.
Ho decision was made by the time that I had left. But as I think Jack Indicated yesterday, there was —  ws left with the idea that a decision would come 
shortly on what they wanted to do.

So to answer your question directly, no decisions, really to a request on their part in terms of presenting a bill before the trip, that it was going to be part of the discussion, 
we didn't come away with any agre^nent.

[Confusion of voices.]

Me responded outlined But, no,

Q: ...soon, Jerry, on what they may be interested In —  investment 
in the United States?

PARSKY: Yes.
Q: Mas there any discussion about security for U. S. investments 

there against nationalization?
PARSKY: Ms did talk about utilization of OPiC. And they asked 

for more information on that, and I agreed to provide that. I shoulo have 
^ntioned that ss part of it. That is the only discussion that can in any 
y be related to that. Other than that, none.

Q: Jerry, were you able to affirm the report on their oil auction 
as to when it,will be, how much production, for what length of time?
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ussions Yamani,
after
Fahd,

fead {?). And I came away feeling that the decision on the size or the auction — » I came away feeling there would be an suction* but It was no more 
than what you had been told when I was there.

Q: Well* you saw the reports by the Mideast Economic Survey 
cut of Beirut...

PARSKY: A million and a half barrels. Is that what they said?
Q: For sixteen raonths.
PARSKY: Well, it was clear to me that there are a number of 

discussions/that are going on, both internally and externally. People are making presentations or arguments both ways in terms of whether there should be an auction or shouldn’t be an auction and the size o f it. I was not given any concrete information at all from anyone as to the size of the auction and I was not given a 1.5 number at all. They did ask¿ny views on energy issues briefly, and I gave them those views. But* I came away not knowing,I did come away feeling that it was a decision that was coming pretty shortly, 
[though.

Q: Well, Yamani said there would definitely be an auction sometime
in August. :

PARSKY: Ha told me that too, but the size of the auction was 
very much uncertain when I left. And so I think that^ths 1.5 is, you know, a little prana ture in terms of when I left now. And I haven’t seen any tiling 
since then.

Q: Would you doubt that?
PARSKY: Would I doubt that it would be i.S? Wo, I think 1.5 

is certainly a possibility, but I think it’s also possible that it couid 
be considerably less than that.

[Question inaudible.]
PARSKY: Well, Saudi Arabia doesn’t have total control over what 

the price is going to be. And besides, we don’t know wnat the bids are going 
to be. When you have an suction, what it does is it makes—  it brings the  ̂price back to the marketplace, so to speak. But if the bids are high, that s 
not going to have any impact at all on price.

Q: Did you get any indication whether It would be new oil or 
frsrff current production? ■

PARSKY: That’s a good question, and I did not. Did nGt.
Q: Jerry, isn’t there some sort of a link between our assistance 

for Saudi Arabia in helping them to industrialize and build the infrastructure?



- 8-
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|lsn5t there a link between that and their potential oil production, whether 
they*re going to keep producing at current levels? Yamanl told us in the interview that one of the conditions for continuing production to meet world needs was that they would be able to use their money, their oil wealth productively, 
And Isn't this part of that whole scheme to find ways for them to invest their money productively? And if we don’t there's a danger of cutback in 
| production?

PARSKY: Well» I don’t see first of all, I don't see that —  we did not place any conditions whatsoever. We did not discuss production, 
energy in any way tied to the economic development issues and cooperation that wa've undertaken. Part of the industrialization process will be a determination 
of how much money the Saudis will have to be spending internally and how Lch they will have to spend externally. And that is a variable at this point in time and it’s a concern that they have, because, depending on the priorities they set and the projects they put into place and the kind of f investment that may or may not come externally, that will determine how much they can utilize internally, how much they can invest elsewhere and than,in turn, how much revenues will be required by their entire budget.

e
But 1 don't really place any —  I don’t like to look at the economic 

development process that vie have undertaken as 1n any way conditioned to if in any way dependent on, or it being a sine qua non of energy production.
Q: But isn’t it in our interests to help them Invest as much ffloney as they can, to find ways for them to spend the money, as much as they 

can?
PARSKY: Obviously. I think the answer to that is yes, both 

internally and externally.
Q: Yes, right.
PARSKY: Yes. And to that extant, I would agree with you. I 

would say that to the extent that they have —  can utilize those resources,  ̂f think that that is an answer to the question "should production be increased?" But production levels should be increased and prices really should come down 
for reasons other than just Saudi Arabia, as well. The impact that it has on other countries, the response that vie will get worldwide are also reasons.

But you're right. If vie can — If they see adequate investment for the money that they will be deriving from increased production, internally 
find externally, that will be an impetus to increase production. There’s 
not question about that.

Q: Sir, did you discuss credits and any method of payment...? 
PARSKY: No. Vie talked a little bijt.j Vie did talk about one...
Q: [Inaudible]
PARSKY: Will they?
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PARSKY; X don't know whether —  I wouldn't anticipate that they 
Ifould. But what they are concerned about are the conditions that the American toinpardes may or may not be looking to them for in terms of investment.For instances 1f the American company wants to make an investment in Saudi Arabia, are they going to want to make the total investment themselves, are ¡they going to be seeking loans directly from the government and under what ferns? It's with respect to those kinds of conditions that I would like ■to spend some time with tha private sector here. And whan the group meets in September, I'd like these issues to be raised at this point.

They Indicated to m  that there were some discussions that had been undertaken already with the Saudis on projects more in tha hydrocarbon trea where Conditions on the repayment were pretty stiff. For Instance, interest-free loans for a period of time. And I think that that Is a concern ■that they have, that they would like the industrialisation process to take ¡place, but they would like the climate to be such there, in terms of the lU. S. private sector or any other Investor, that they*fa not going to fee ■retiring the Saudi government to totally undertake the financial responsibility 
Ifor all these projects.
■ l Q: Jerry, to the extent that 0. S. investment flows go to SaudiBrabia without compensating returns, if they don't put up a lot of tha money 
up front, aren't we going to be exacerbating our balance of payments?

PARSKY: Viell, there's no question that soma of the money will have to be put there in tha beginning. But the question is, is repayment 
¡contemplated? Are we talking about, you know, underwriting the projects [themselves, or are via really talking about assisting In the industrialization process where it would eventually be repaid and at what interest rate? That's
snore of the concern, I think, than tha Initial percentage up front.

- *
Q: Jerry, we're told that there5re literally hundreds, maybe even thousands of proposals, iihen you've got that many billions of dollars, an awful lot of people are interested in talking. Just how close are they to being in a position to evaluate these proposals and how close are they to actually beginning to spend some of this seventeen billion you mentioned over the next ten years on hydrocarbon and ’related projects and the half 

billion in the next five years on the non-hydrocarbon related...?
PARSKY: Well, I think that they would like our assistance in developing the proper capacity for making —  more for making attractive presentations In tha non-hydrocarbon area. They have got a lot of proposals in the hydrocarbon area. They are at a point where they’re willing to spend the money. They've only got one iron and steel project under contract right now in the hydrocarbon 

|rea or related area. But they have a series of other projects on the board, 
to speak, with various companies.

I think that they are ready. But I think that part of the process M U  ha supporting both PETRGMXN and the Ministry of Commerce and Industry



VH
1th ways in which to sort out, so to speak, s variety of different proposals 
|hat may'be coming.

Q: «Jerry, how much penetration of ownership in this country 
are we willing to tolerate by any single group of foreign nationals or any 
single government?

PARSKY: Mali, the discussions that we had about any investment 
direct, direct investment, energy downstream, or other were such that we pelt —  we just expressed our feeling that we would encourage *t. We dldn t ilsce any ~~ we didn't focus at all on the idea of limiting possible investment* pill has never said that we would set a certain limit In terms o« how much 
Investment you could or couldn't make.

So I don't know....
'Q: t4ell, do you think there is a practical limit, from the political 

[standpoint, a point at which people would begin to become alarmed?
PARSKY: Well, I think, you know, the Congress and the people 

«ill want to know the kind of foreign investment that %s being made here directly. But at this point 1 don’t envision —  i don’t envision —  you know, I cannot envision for you, Burt, a point at which I would say, you know, sixty~cme percent of “x” industry would be objectionable, and, therefore, 
M t i  vKKild have to cut it off. I mean that’s something I just woulon t bs 
■  ils to do.

Q: How about a list of critical or strategic industries in which 
toil would prefer to have no investment?

PARSKY: That’s something that we haven't focused on at all.
Q: fe'hy did you say just now that it might be less than a million 

and a half barrels a day that was offered at the auction?
PARSKY: Because I believe that there are forces, both within ^  

and outside of the Saudi government, that are arguing for less and thac tnae s 
a possibility.

Q: Yoy’ve got yourself a reputation worldwide and in this building 
for predicting a decline in oil prices. It hasn’t really come* Can you 
sas any concrete sign yet why oil prices should go down? dr rather Riean, or rather, any concrete sign that they are going to go down.

PARSKY: Well, right now there is an excess of supply of-petroleum 
over demand in the range of about a million and a half to two mipion t^rrels.
I believe that that surplus will diminish, assuming the current by the yjinter, so that the surplus will not be as great. Bun: I sfciJ* there will ba a surplus. Market forces would indicate, naturally, that u  | surplus continues to exist in the world market -and demand doesn t close 
I .¿tat gap to any great extent, or production doesn’t close that gap, that 
the price will respond.

Ahd so I think that the statements that v?e*ve mace here have
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(indicated the fact that the world market forces would bring tha price down. [That's what I believe 8111 has said. And I must say that I have not gottenany indication as yet, no indication on this trip that there ware going to be any nonmarket forces that would bring tha prfce dovm, other than the potential auction which would if bids on the auction were lower. But it's Important 
to realise that an auction may not bring that price.

__   Jerry, wasn’t there an Indication in the Kuwaiti auction
of a softening of prices, in that none of the bids were up to the Kuwaiti...?We11

PARSKY:
have to recognize

Well, I think that’s certainly an indication. But you I mean you need a considerable impact on supply, on
prices, i tmns x.n$x is indicative, d u g , you--kruw-, i w w  t umik 

|that's enough yet. And I do think that the supply gap will be narrower by [then, but I think that this growing surplus is the reason really that we and Bill, in particular, has indicated that he felt the price would respond.
Q: Jerry, did the Saudis give you an indication as to when they 

intend to complete the take-over of ARAMCO?
ePARSKY: Mo, the did not. They didn't indicate to me that —  ail that they Indicated to ms was that they were continuing discussions and that they had —  and 1 would anticipate that there*d be a series of other hiscusslons that would take place on the whole relationship between the industry 

find tha government during August. Yamani will be there the entire month, 
except for three or four days.

Q: Jerry, one more question on the advancement issue. To what extent will Saudi or any other Arab investments be hazardous to tha public?
Do they plan to disclose ail of them, or are there reporting requirements, or do you think that some of them may well be done through third parties, 
second parties...?

PARSKY: Well, with respect to any special issues, there would

proposal, as I said, is not any different than what has been undertaken with 
other countries.

Q: Exclude special securities, though, Jerry. What would happen 
if they.were purchasing shares of stock in U. S. companies?

f £ s # a, companies
Q: Yes.
PARSKY: Well...
Q: Are there reporting requirements for that 
PARSKY: Yes.
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Q: :..if they went through a third party?
PÂRSKY: lien* that wouldn’t be governments] reporting as much as Securities Act t' ~ * SEC reporting requirements* that various companies would have in terms of shareholders. And to the extent that they would have to —  that that would be indicated by a third party, I don’t —  I just don’t know.But I do know that, for instance, when a ü. S. corporation has to file periodic reports, and any ownership above Ï  think ten percent has to ba reflected directly in, you know, a periodic report to the SEC. And that is available to the public. So to the extent that that’s the case, it would be. Nothing that the U. S. Treasury Department would do would, you know, increase that 

«  all'l .
Q: Yes, but nominees are sometimes used 1n those reports... 

i PARSKY: Nominees, that’s correct.
Q: Is the United States government going to try to achieve some kind of understanding with the Saudis that they won’t use nominees to mask 

major positions In U. S. corporations? «
PARSKY: Ne didn’t discuss that, with them at all.

h Q: Jerry, were there any restrictions at all laid down on Investment
in the United States?

PARSKY: n o .

Q: No restrictions?
PARSKY: The only investment discussions that we had were related 

to potential investment in U. $, Treasuries.

that for us?
Q: You said you had an illustrative proposal. Can you illustrate

PARSKY: No, because it’s...
Q: Vfhy not?
PARSKY: Because it’s been a policy here all along that proposals, illustrative or otherwise, the details of them are not. And Simon's, you know8 has continued that position. So has Bennett. So I can’t really, not 

even in terms of amount or in terms of, you know the characteristics.
Q: Jerry, l lm not sure I’ve got you quoted correctly here.Did you say in answer to a question by Burt a while ago that we expressed our feelings that we don’t entourage investment by Saudis in our equity market?
PARSKY: No, that we do.
0: Vie do.
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PARSKY: He do encourage.

a s °

Q: How is the Corps of Engineers going to be used in Saudi Arabia?
PARSKY: Hell, the Corps of Engineers are now used in Saudi Arabia 

1n the defense related projects. Yes, and this would be civil. This would ba on the other side in assisting, developing construction programs, assisting In the construction of a variety of different Infrastructure projects.
Q: Jerry, are we going to be sending similar groups of experts 

to other oil producing countries?
PARSKY: Hell, this was done under the auspices of a joint commission that has been set up. And wa would —  unless there is another mechanism created in pther countries. And I know that Bill*s visit to Kuwait indicated that they were interested in economic cooperation* But nothing more, you* 

know, has been advanced.
He do have a commission with Egypt, and v;e have undertaken a 

series of working groups with Egypt as well, which I will focus on now and determine how we are going to maintain that relationship. Similarly, we 
have agreed to set up a committee with Israel. And we will need to focus j A  $n how we1 re going to follow up with respect to that. And that*s going to 
le done right away.

But other than those three countries at this point, I don|t -- there’s nothing concrete in terms of any sort of relationship like this.
Q: Would you expect that this spawn perhaps requests from other 

developing countries that are not oil producing countries for similar aid?
PARSKY: Hell, I think that —  you know, I believe that much can be done in this kind of what Simon has referred to as soft aid as opposed to hard aid; soft aid being, you know, working on a technical expertise level,I working, providing or assisting in developing relations with the private sector. I think a great deal can be done along those lines, but I think that many countries will want to see what results. I mean, you know, I think we’ve made an excellent first step. Vie need to really work at it ̂ though from hare on, and ites going to take a lot of time and a lot of effort, and 1t*s going to involve mobilizing the covernmsiital and nongovernmental resources. I think that many other countries are going to look. And if they see results that they think are worthwhile, then l think their interest will be stimulated.

I believe that it can provide that# I think that you’ve seen that that's 
the reason that this has developed the way it has.

Q: Jerry, did I understand you to say at the oatset that we’re 
charging for this assistance, we*re being reimbursed for government assistance, 
as wall as private? /

PARSKY; Ho, the government assistance. During the month of 
August, we have undertaken to send technical experts at U. S. government



Lost, pending the signing of a technical cooperation assistance agreement, feat that agreement would do would be to provide for reimbursement of expenses for government experts and expertise to be provided to the Saudi government.
Q: How about private experts? Do we hire them?
PARSKY: I would contemplate the possibility of bringing private experts into this and on a reimbursable basis as well.
Q: !#;at attitude did they take toward the Church subcommittee’s idea that American oil companies ought to get government permission for the price which they agreed with the producer countries? •
PARS ;<Y: You want to know what I would think about that or what we ought to plan to do about it?
'Q: I mean* do you think you can support it3 or is it dangerous* or is it...?
PARSKY: Hell* I don’t know whether the administration has taken s position on that. But I would certainly oppose* you«know, having the government place itself in the middle or become a part of the direct price negotiating process between the companies and the countries. But I don’t know whether the administration has taken a position on it. I know Bill- Is going to testify tefore Church’s subcommittee, 1 believe In a week* a weak and a half. So 

j  think if he’s asked that question* I think you’ll get the administration’s [position]
Q: You aren’t doing that now? 
PARSKY: Pardon me.
Q: You’re not doing that now? 
PARSKY: Ho.
0: Jerry9 is John Dunlop going to be a link between the Treasury 

and the Saudis?
PARSKY: Ho. John Dunlop will serve as a Treasury consultant* but.oik- domestic arid economic issues and not on —  he is a consultant to-the Saudi Arabian government and therefore cannot serve as a consultant to the Treasury on that matter. But the Saudis are aware that John is going to be working with us on other issues, and we’re aware that he’s serving as a consultant to them. But he won’t be working with us on that at all.
Q: Two part question on the possibility of an embargo in the future again. In yo u r second discussion with Yamanl, did the subject of 

the possibility of re-imposing an oil embargo corns up? And secondly, are 
•>u concerned about the possibility of an oil embargo being imposed in the 
tsiure?

PARSKY : The answer to the first question is no, and the answer
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to the second question is, at this point» I'm certainly not. Well, to say it didn't come up, I should back up a little bit?, I indicated —  I did ask him if he asked th e press, or he Indicated to the press in a press conference that he held something about the embargo, and he indicated that he did in the context of "If Middle East peace did not coma, the idea of an embargo was not, you know, Inconceivable at all.”

At this point, it was not raised to us at all. In no discussion was the suggestion of an embargo raised. And I just don't anticipate —  at this point, I don't see it as a real concern. You.have to recognise as well as anybody else that all sides throughout our trip indicated a desire for a lasting peace. What exists now is a cease-fire. '-And so there's no question in n̂ y mind that without a lasting peace any number of things could happen. But there m s no indication to m  at all in any discussions while Bill was there or after that the embargo was a real possibility at this point.
Q: Jerry, would these efforts go forward If an embargo should be put back on again? Or if oil prices should remain where they are today, would they go on just as vigorously? t
FARS&Y: Well, you know. Bill, it's hard to say, if an embargo was imposed, whether or not we would be able to continue. .1 mean, I'm not Eure they would want us to continue. It'd almost be inconsistent on their >art.

Q: [Inaudible.]
PARSKY: Well, in my mind, you know, I see this economic cooperation again as not dependent or definitely related to the price issue, because the price issue is not totally within the control of Saudi Arabia. And so I look at this economic cooperative effort as going on, you knew, iirrespective of what may happen in the short or intermediate term on prices. I'm certainly hopeful and I argue that it's in the best interests of Saudi Arabia and in the bast Interest of the world for prices to be lower and for production to be increased. But I don't use It as a condition cm whether this effort is to go on.
Thank you.
MAW: Excuse me. We'll have transcripts of this available late this evening or early tomorrow morning, and there are transcripts of Jack 

Bennett's meeting yesterday at Room 2325.
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Washington, o c . 20220 t e le p h o n e  W04-2041

D e p a rtm e n to fth e T R U S U R Y

August 6, 1974

MEMORANDUM TO THE PRESS:

In response to questions about published 
reports, Jack F. Bennett, Under Secretary for 
Monetary Affairs, today announced that Treasury 
had not reached agreement with any of the Middle 
Eastern countries for issuance of special 
Treasury debt securities.
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Washington, o c . 20220Department of theTREASURY |  JWJ
O C. 20220 TELEPHONE W04-2041 U U L S U U

FOR IMMEQXATE RELEASE A u g u s t  6, 1974

IN D IV ID U A L S  CAUTIONED THEY MAY HAVE TO PAY 
MORE OR L E S S  THAN MATURITY VALUE IN  TREASURY AUCTION

A l l  b a n k s  and  d e a le r s  a s s i s t i n g  in  p l a c i n g  o r d e r s  

f o r  th e  s e c u r i t i e s  b e in g  a u c t io n e d  by th e  T r e a s u r y  to d a y  

and tom orrow  w ere re q u e s te d  by J a c k  F. B e n n e t t ,  U nder  

S e c r e t a r y  o f  th e  T r e a s u r y  f o r  M o n e ta ry  A f f a i r s ,  to  make 

s p e c i a l  e f f o r t s  to  e x p la in  to  i n d i v i d u a l s  p u r c h a s in g  

th e se  s e c u r i t i e s  on a n o n - c o m p e t it iv e  b a s i s  t h a t  th e  

r e s u l t  o f  th e  a u c t io n  may r e q u ir e  them to  p a y  e i t h e r  

more o r  l e s s  th a n  $1 ,000  f o r  each  $1 ,000  o f  m a t u r i t y  

v a lu e  o f  th e  s e c u r i t i e s .  A s a r e s u l t ,  th e  y i e l d  

r e c e iv e d  by su c h  i n v e s t o r s  may be e i t h e r  more o r  l e s s  

th a n  th e  91 n o m in a l, i n t e r e s t  r a t e  on th e se  s e c u r i t i e s ,  

B e n n e tt  s a id .
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Department of theTREASURY
jASHINGTOtt. D C 20220 . 9  M  TELEPHONE WQ4<|04t

¡for immediate r e l e a s e

TREASURY ?S WEEKLY BILL OFFERING

The bills will be issued for cash and in exchange for Treasury bills maturing 
August 15, 1974 , outstanding in the amount of $4,400,755,000, of which Government
accounts and Federal Reserve Banks, for themselves and as agents of foreign and 
international monetary authorities, presently hold $2,672,075,000. These accounts 
may exchange bills they hold for the bills now being offered at the average prices 
of accepted tenders.

The bills of both series Will be issued on a discount basis under competitive 
and noncompetitive bidding as hereinafter provided, and at maturity their face 
amount will be payable without interest. They will be issued in bearer form in 
denominations of $10,000, $15,000, $50,000, $100,000, $500,000 and $1,000,000 
(maturity value) and in book-entry form to designated bidders.

Tenders will be received at Federal Reserve Banks and Branches up to the closing 
hour, one-thirty p.m., Eastern Daylight Saving time, Monday, August 12, 1974.
Tenders will not be received at the Treasury Department, Washington. Each tender 
must be for a minimum of $10,000. Tenders over $10,000 must be in multiples of 
$5,000. In the case of competitive tenders the price offered must be expressed on 
the basis of 100, with not more than three decimals, e.g., 99.925. Fractions may 
not be used. It is urged that tenders be made on the printed forms and forwarded 
in the special envelopes which will be supplied by Federal Reserve Banks or Branches 
on application therefor.

Banking institutions and dealers who make primary markets in Government 
securities and report daily to the Federal Reserve Bank of New York their positions

(OVER)
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with respect to Government securities and borrowings thereon may submit tenders 
for account of customers provided the names of the customers are set forth in 
such tenders. Others will not be permitted to submit tenders except for their 
own account. Tenders will be received without deposit from incorporated banks and 
trust companies and from responsible and recognized dealers in investment securities 
Tenders from others must be accompanied by payment of 2 percent of the face amount 
of Treasury bills applied for, unless the tenders are accompanied by an express 
guaranty of payment by an incorporated bank or trust company.

Immediately after the closing hour, tenders will be opened at the Federal 
Reserve Banks and Branches, following which public announcement will be made by 
the Treasury Department of the amount and price range of accepted bids. Only those 
submitting competitive tenders will be advised of the acceptance or rejection 
thereof. The Secretary of the Treasury expressly reserves the right to accept 
or reject any or all tenders, in whole or in part, and his action in any such respec 
shall be final. Subject to these reservations, noncompetitive tenders for each 
issue for $200,000 or less without stated price from any one bidder will be accepted 
in full at the average price (in three decimals) of accepted competitive bids for 
the respective issues. Settlement for accepted tenders in accordance with the 
bids must be made or completed at the Federal Reserve Bank on August 15, 1974, 
in cash or other immediately available funds or in a like face amount of Treasury 
bills maturing August 15, 1974. Cash and exchange tenders will receive equal 
treatment. Cash adjustments will be made for differences between the par value of 
maturing bills accepted in exchange and the issue price of the new bills.

Under Sections 454(b) and 1221 (5) of the Internal Revenue Code of 1954 the 
amount of discount at which bills issued hereunder are sold is considered to accrue 
when the bills are sold, redeemed or otherwise disposed of, and the bills are ex
cluded from consideration as capital assets. Accordingly, the owner of Treasury 
bills (other than life insurance companies) issued hereunder must include in his 
income tax return, as ordinary gain or loss, the difference between the price paid 
for the bills, whether on original issue or on subsequent purchase, and the amount 
actually received either upon sale or redemption at maturity during the taxable 
year for which the return is made.

Treasury Department Circular No. 418 (current revision) and this notice, 
prescribe the terms of the Treasury bills and govern the conditions of their issue. 
Copies of the circular may be obtained from any Federal Reserve Bank or Branch.



he Department of theTREASURY^^^M
bureau OF T il mints WASH , DC 20220 - WQ4-5011

A u gu st  6, 1974

N O T IC E  T O  A S S IG N M E N T  E D IT O R S

F o r  the f i r s t  t im e  in  the h is to ry  of ou r country  co in s h on orin g  o u r  
N a tio n 's  B icen ten n ia l w il l  be s tru ck  at the Ph ilad e lp h ia  M in t  on M onday, 

A u gu st 12, 1974, at 11:00 a .m .

The  f i r s t  t r ia l  s t r ik e s  o f the new b icentenn ia l d o lla r, h a lf -d o lla r  
and q u a rte r w il l  be s tru ck  by D ire c to r  o f the M in t  M a r y  B ro o k s  and the 
three w in n e rs o f the N a tio n a l B icen tenn ia l C o in  D e s ig n  Com petition .

The d e s ig n e rs  are :

Jack  L .  A h r  o f A r lin g to n  H e igh ts, I l l in o is ,  w hose de sign  o f a 
co lon ia l d ru m m e r boy  w il l  appear on the re v e rse  of the quarter.

Seth G . Huntington o f M in n e ap o lis ,  M innesota , w hose de sign  of 
Independence H a ll  w il l  app ear on the re v e rse  o f the h a lf do lla r.

D en n is  R . W il l ia m s ,  a student at the C o lum bus C o lle ge  of A r t  
and D e s ign , C o lu m bu s, O h io , w hose design  o f the L ib e r ty  B e ll  and m oon  
com bination  w il l  app ear on the re v e rse  o f the do lla r.

The  three, who each re ce ive d  $5, 000 fo r  h is  design , w il l  be a va ila b le  

fo r  p re s s  in te rv iew s.

B e ca u se  o f the g re a t pub lic  in te re st in  the is su a n ce  of these co in s, 
D ire c to r  B ro o k s  i s  in v it in g  the new s m ed ia  to see the p re lim in a ry  
production  p ro c e s s .  D is tr ib u t io n  p lan s fo r  these co in s w il l  be announced

at a la te r  date.

R e p o rte rs  and pho tograp hers in te rested  in co ve r in g  th is  h is to r ic  
event shou ld  contact the B u re au  o f the M in t 's  W ash ington , D. C. o ffice  - -  
A C  202 964-5011 o r  2133, o r  the Superintendent o f the P h ilad e lp h ia  M in t

A C  215 597-2063.

-oO o-



Department of thtTREASURY
iSHINGTON, D.C. 20220 TELEPHONE W04-2041

FOR IMMEDIATE RELEASE August 7, 1974

RESULTS OF TREASURY NOTE AUCTION

The Treasury has accepted $2.25 b i l l i o n  of the $4.3 b i l l i o n  of 
tenders rsc s ive d  from the pub lic  fo r  the 33-^nonth 9% notes auctioned yes
terday. The range o f accepted com petitive b ids was as fo llow s;

HighLow
Average

Price  Approximate Y ie ld

101.28 1/ 8.48%
100.86 8.65%
101.00 8.59%

Xj Excepting 7 tenders to ta lin g  $85,000

The $2.25 b i l l i o n  o f accepted tenders includes 77 % Qf  the amount 
of notes b id  fo r  a t  the low p rice , and $1*4 b i l l i o n  of noncompetitive 
tenders accepted a t the average price.

In  add it io n , $2.9 b i l l i o n  o f the notes were a llo tte d  to Federal 
Reserve Ranks and Government accounts a t the average p rice , in  exchange 
for notes m aturing August 15.



FOR IMMEDIATE RELEASE August 8 ,  1974

RESULTS OF TREASURY NOTE AUCTION

The Treasury has accepted $1.75 billion of the $3.7 billion of 
tenders received from the public for the 6-year 9% notes auctioned yes
terday. The range of accepted competitive bids was as follows:

Price Approximate Yield

High 101.50 1 /
Low 101.01
Average 101.15

1 /  Excepting 6 tenders totaling $32,000

The $1.75 billion of accepted tenders includes 67 % of the amount 
of notes bid for at the low price, and $0.8 billion of noncompetitive 
tenders accepted at the average price.

In addition, $2.5 billion of the notes were allotted to Federal 
Reserve Banks and Government accounts at the average price, in exchange 
for notes maturing August 15.

8.67%
8.78%
8.75%
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ISHINGTON. D C 20220 TELEPHONE W04-2041
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STATEMENT OF H. J .  H INTGEN  
CO M M ISS IO N ER  OF THE P U B L IC  DEBT 

DEPARTMENT OF THE TREASURY
BEFORE THE SUB-CO M M ITTEE ON LEGAL AND MONETARY A F F A IR S  

SUB-COM M ITTEE OF THE HOUSE COMMITTEE ON GOVERNMENT O PERATIO NS  
RE TREASURY EFFORTS TO IMPLEMENT RECOMMENDATIONS CONTAINED IN  

COMPTROLLER GEN ERAL*S REPORT ON SA V IN G S BONDS HELD IN  SA F EK EEP IN G  
THURSDAY, AUGUST 8, 1974, AT 10 A .M .

Mr. Cha irm an  and  Mem bers o f  th e  Su b -C o m m itte e  :

I t  i s  a p le a s u r e  f o r  me to  a p p e a r  h e re  to d a y  to  p r o v id e

te s t im o n y  c o n c e r n in g  the  e f f o r t s  the  D ep artm en t o f  th e  T r e a s u r y

has made to  im p lem en t the  recom m en dation s c o n ta in e d  in  the

C o m p tr o lle r  G e n e r a l* s  R e p o r t  o f  A u g u s t  10, 1973, e n t i t l e d :

"U n c la im e d  S a v in g s  B on ds S h o u ld  Be R e tu rn e d  To V e te ra n s  And O th e r

I n d i v i d u a l s . "

In  t h i s  s ta te m e n t ,  M r. C h a irm an , I  s h o u ld  l i k e  to  d i s c u s s  

the s t a t u s  o f  th e  D e p a rtm e n t* s  a c t io n s  to  c e n t r a l i z e  th e  r e c o r d  

c o n t r o l  and  a d m in i s t r a t io n  o f  th e  s a fe k e e p in g  p ro g ra m  to  w h ich  

the GAO r e p o r t  p e r t a in e d ,  and to  p r o v id e  c u r r e n t  in f o r m a t io n  as 

to o u r  p r o g r e s s  in  a t t e m p t in g  to  lo c a t e  the  ow ners o f  th e  bon ds  

h e ld  in  s a f e k e e p in g .  Some o f  th e  in fo r m a t io n  p r o v id e d  w i l l  be 

r e p e t i t i o u s  o f  the  p r o g r e s s  r e p o r t  t h a t  I  s u b m it te d  w it h  my 

l e t t e r  to  y o u  o f  J u ly  1 0 th . H ow ever, I  am happy  to  have  the  

o p p o r t u n it y  to  u p d a te  and expand  upon some p h a se s  o f  t h a t  r e p o r t .

O r i g i n a l l y  th e  p h y s i c a l  s a fe k e e p in g  o f  s a v in g s  bon ds was a 

fu n c t io n  o f  the  O f f i c e  o f  the  T r e a s u r e r  o f  the  U n ite d  S t a t e s  

and o f  th e  v a r io u s  F e d e r a l R e se rv e  B a n k s ,  a s f i s c a l  a g e n t s .  The 

s a fe k e e p in g  o f  bon d s n e w ly  i s s u e d  to  the  g e n e r a l  p u b l i c  was
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d i s c o n t in u e d  i n  1955. The s a fe k e e p in g  o f  bon ds p u rc h a se d  by  

se rv ic e m e n  i n  th e  Army and A i r  F o rc e  was c o n t in u e d  u n t i l  1968.

When s a fe k e e p in g  f o r  the  p u b l i c  was d i s c o n t in u e d  in  1955, 

c o n s id e r a t io n  was g iv e n  to  i n i t i a t i n g  a p ro g ra m  to  r e q u ir e  

d e p o s i t o r s  to  w ith d ra w  im m e d ia te ly  bon ds h e ld  in  s a f e k e e p in g .

I t  was d e c id e d  a t  th e  h i g h e s t  l e v e l  o f  th e  D ep a rtm e n t n o t  to  

ta k e  t h i s  a c t i o n ,  in  p a r t  b e c a u se  i t  was f e l t  f o r c e d  w ith d r a w a l  

w o u ld  c o n s t i t u t e  a b re a c h  o f  f a i t h  w it h  the  d e p o s i t o r s  and  in  

p a r t  b e c a u se  o f  th e  r e l a t i v e  c o s t  o f  su c h  a p ro g ra m . I  t h in k  

i t  i s  im p o r ta n t  to  b e a r  i n  m ind  t h a t  t h i s  d e c i s i o n ,  l i k e  many 

o t h e r s  c o n c e rn e d  w it h  th e  s a f e k e e p in g  p ro g ra m , d id  n o t  co n te m p la te  

a 4 0 -y e a r  S e r ie s  E bond.

F o l lo w in g  i s s u a n c e  o f  th e  C o m p t r o l le r  G e n e r a l* s  r e p o r t ,  

a lm o s t  e x a c t ly  a y e a r  a g o ,  th e  B u re a u  o f  th e  P u b l i c  D e b t,  o f  

w h ich  I  am th e  C o m m is s io n e r ,  w as d e s ig n a t e d  a s  th e  D e p a r tm e n ta l  

a ge n cy  to  e x e r c i s e  r e s p o n s i b i l i t y  f o r  th e  c e n t r a l  r e c o r d  c o n t r o l  

and a d m in i s t r a t io n  o f  th e  s a f e k e e p in g  p ro g ra m . T hese  a c t io n s  

have  been ta k e n  s in c e  t h a t  t im e :

F i r s t ,  i n  a r e o r g a n iz a t i o n  o f  th e  F i s c a l  S e r v i c e ,  

th e  s e c u r i t i e s  f u n c t io n s  o f  th e  O f f i c e  o f  th e  T r e a s u r e r  

w ere t r a n s f e r r e d  to  the  B u re a u  o f  the  P u b l i c  D eb t.

These  f u n c t io n s  in c lu d e d  th e  s a f e k e e p in g  o f  s a v in g s  

b o n d s.
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Se c o n d , a s  i n d ic a t e d  in  the  r e p o r t  s u b m it te d  w it h  

my l e t t e r  o f  J u ly  1 0 th  to  th e  C h a irm a n , the  u n d e l i v e r a b le  

bon ds h e ld  by the  F e d e r a l  R e se rv e  B a n k s  f o r  the  g e n e r a l  

p u b l i c  have  now been t r a n s f e r r e d  to  th e  B u r e a u 's  o f f i c e  

in  P a r k e r s b u r g ,  W est V i r g i n i a .  I  w i l l  s u b s e q u e n t ly  

d i s c u s s  t h i s  in  more d e t a i l .

The o n ly  s i z e a b le  segm ent o f  bonds n o t  in  th e  p h y s i c a l  

cu sto d y  o f  th e  B u re a u  a re  some 167 ,000  bon ds h e ld  f o r  th e  a c c o u n t  

o f  se rv ic e m e n  - -  o r  fo rm e r  se rv ic e m e n  - - b y  the  F e d e ra l R e se rv e  

Bank o f  C h ic a g o .  No u s e f u l  p u rp o se  w o u ld  have  been  s e r v e d  by  

p h y s i c a l l y  t r a n s f e r r i n g  th e se  bon ds to  th e  B u re a u  b e fo r e  

a t te m p t in g  to  lo c a t e  the  bondow ners and d e l i v e r  th e  b o n d s.

S in c e  s a f e k e e p in g  i s  a f i s c a l  a ge n cy  f u n c t io n  and n o t  a Bank  

f u n c t io n ,  the  b o n d s a re  s u b j e c t  to  the  d i r e c t i o n  and c o n t r o l  o f  

the B u re a u . U l t im a t e ly  th o se  bon ds w h ich  a re  d e te rm in e d  to  be  

u n d e l iv e r a b le  w i l l  a l s o  be t r a n s f e r r e d  to  the  P a r k e r s b u r g  O f f i c e .

A t  the  t im e  o f  th e  GAO r e p o r t  the  F e d e r a l R e se rv e  Bank  o f  

C h ica g o  h e ld  a b o u t  2 0 0 ,0 0 0  bon ds f o r  se rv ic e m e n . These  bonds  

had been d e p o s i t e d  betw een  1941 and 1968. The o th e r  F e d e ra l  

R ese rve  B a n k s  d id  n o t  h o ld  bon ds f o r  se rv ic e m e n . E x c e p t  f o r  

C le v e la n d ,  w h ich  h e ld  bon ds f o r  Navy p e r s o n n e l u n t i l  th e  N avy  

i t s e l f  to o k  o v e r  the  f u n c t io n ,  s a fe k e e p in g  in  the  B an ks o th e r  

than C h ic a g o  was c o n f in e d  to  bon d s b e lo n g in g  to  th e  g e n e r a l  

p u b l ic .
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A c c o r d in g  to  the F e d e r a l  R e se rv e  Bank  o f  C h ic a g o ,  w i t h 

d r a w a ls  o f  s e r v ic e m e n 1s b on d s have  been o c c u r r in g  u n t i l  r e c e n t ly  

a t  th e  r a t e  o f  a p p r o x im a te ly  2 ,0 0 0  b on d s a m onth. H ow ever, the  

l a t e s t  r e p o r t  we have  r e c e iv e d  i n d i c a t e s  t h a t  w it h d r a w a ls  have  

ta p e re d  o f f .  The J u ly  w ith d r a w a l t o t a l e d  1 ,2 7 6  b o n d s .  S in c e  

th e  r e p o r t ,  th e  t o t a l  num ber o f  bon ds h e ld  by  th e  R e se rv e  Bank  

h as  been  re d u c e d  to  1 6 7 ,0 0 0 , w it h  a fa c e  amount o f  a b o u t  

$ 6 -1 /2  m i l l i o n .

I  s h a l l  have  o c c a s io n  to  r e f e r  to  o u r  e f f o r t s  to  s o l i c i t  

w ith d r a w a l o f  th e se  bon d s fro m  s a fe k e e p in g  i n  a moment.

In  a d d i t io n  to  th e  bon d s h e ld  f o r  se rv ic e m e n  a t  C h ic a g o ,  

th e  O f f i c e  o f  th e  T r e a s u r e r  had  i n  i t s  p o s s e s s i o n  some 80 ,000  

su c h  b o n d s. O f th e s e ,  a b o u t  5 ,0 0 0  have  been  r e le a s e d .  An  

a d d i t i o n a l  27 ,000  b o n d s w ere h e ld  f o r  members o f  th e  C o a s t  

G uard  and  P eace  C o rp s .  A b o u t 19 ,000  bon d s b e lo n g in g  to  members 

o f  th e  C o a s t  G u a rd  on a c t i v e  d u ty ,  and  4 ,500  b e lo n g in g  to  

members o f  th e  Peace  C o r p s ,  h ave  a l s o  been  w ith d ra w n  fro m  ou|r 

c u s to d y .

The GAO r e p o r t  recom m ended the  d e s i r a b i l i t y  o f  t a k in g  n 

a f f i r m a t i v e  a c t io n  to  r e t u r n  th e  b o n d s b e in g  h e ld  in  s a f e k e e p in g  

f o r  v e t e r a n s  and  o t h e r s  and  to w a rd  t h a t  end th e  D ep a rtm e n t h a s  

exam in ed  v a r io u s  m ethods b y  w h ich  su c h  r e t u r n  c o u ld  be  

a c c o m p lis h e d .
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In  th e  c a se  o f  th e  bon ds h e ld  f o r  s e r v ic e m e n , th e re  a re  

m ajor im p e d im e n ts  in  e f f e c t i n g  t h e i r  r e t u r n .  Many o f  th e  b on d s  

show o n ly  a m i l i t a r y  a d d re s s  and  b e c a u se  o f  th e  le n g t h  o f  t im e  

th a t  th e y  have  been  in  a s a f e k e e p in g  s t a t u s ,  th e re  i s  no e a sy  

way in  w h ic h  th e  p r e s e n t  w h e re a b o u ts  o f  t h e i r  ow ners can  be  

a s c e r t a in e d .  A c c o r d in g ly ,  i t  was d e c id e d  t h a t  a p i l o t  p r o j e c t  

sh o u ld  be i n s t i t u t e d ,  w it h  th e  a s s i s t a n c e  o f  the  V e te r a n s  

A d m in i s t r a t io n ,  to  se e  w h e th e r th e  l a t t e r ' s  r e c o r d s  c o u ld  p r o v id e  

a c u r r e n t  a d d r e s s  f o r  th e  b on d ow n e rs. F o r  t h i s  p u rp o se  a 

s e le c t io n  o f  s l i g h t l y  more th a n  6 ,000  names was made from  the  

f i l e s  o f  the  T r e a s u r y  and th e  F e d e r a l  R e se rv e  Bank  o f  C h ic a g o .  

E x ce p t f o r  a few b o n d s ,  a l l  o f  them had  i n s c r ib e d  the  m i l i t a r y  

s e r i a l  num ber o f  th e  i n d i v i d u a l  ow ner.

A lt h o u g h  I  am s u r e  t h a t  r e p r e s e n t a t iv e s  o f  th e  V e te r a n s  

A d m in i s t r a t io n  can  p r o v id e  more e x p l i c i t  d e t a i l s  a s  to  the  

a s s i s t a n c e  t h a t  th e y  have  f u r n is h e d  u s ,  i t  m ig h t  be u s e f u l  h e re  

to  i n d i c a t e  t h a t  th e se  names and s e r i a l  num bers were to  be ru n  

a g a in s t  v a r io u s  VA f i l e s  to  d e te rm in e  w h e th e r a c u r r e n t  a d d re s s  

c o u ld  be lo c a t e d .  My u n d e r s t a n d in g  i s  t h a t  s in c e  th e se  r e c o r d s  

are  n o t  c e n t r a l i z e d ,  th e  e x a m in a t io n  h ad  to  go th ro u g h  s e v e r a l  

d i f f e r e n t  p r o c e s s e s .  The p r i n c i p a l  a c t i v e  a c c o u n ts  to  be 

exam ined w ere th o se  r e l a t i n g  to  d i s a b i l i t y  c o m p e n sa t io n  and  

e d u c a t io n a l  b e n e f i t s ,  w h ich  a re  r e c o r d s  m a in ta in e d  by the
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V e t e r a n s  A d m in i s t r a t io n  in  C h ic a g o ,  and  th o se  p e r t a in i n g  to  

in s u r a n c e ,  m a in t a in e d  a t  P h i l a d e lp h i a  and  S t .  P a u l .

S in c e  my l e t t e r  o f  J u ly  1 0 th  to  th e  C h a irm a n , we have  

r e c e iv e d  and  have  h ad  an o p p o r t u n i t y  to  exam ine  th e  in f o r m a t io n  

t h a t  th e  V e t e r a n s  A d m in i s t r a t io n  h a s  f u r n i s h e d  u s on t h i s  p i l o t  

s tu d y .  There  w ere 6 ,2 5 2  c a s e s  s u b m it te d  to  th e  VA f o r  p r o c e s s in g ,  

6 ,1 1 5  w it h  nam es and  s e r v i c e  s e r i a l  num bers and 137 w it h  names 

o n ly .  The VA m atch ed  1 ,310  c a s e s  w it h  names and num bers and  

p r o v id e d  a d d r e s s e s  to  w h ich  l e t t e r s  c o u ld  be s e n t .  T h is  was 

s l i g h t l y  more th a n  20% o f  the  i n q u i r i e s .  In  3 ,799  c a s e s  th e re  

was an i n d i c a t i o n  o f  an a c t i v e  o r  i n a c t i v e  r e c o r d  in  a VA 

r e g io n a l  o f f i c e .  We u n d e r s ta n d  t h a t  a f u r t h e r  r e f e r r a l  to  

th e se  o f f i c e s  h a s  been made. In  1 ,159  c a s e s ,  o r  a b o u t  1 8 -1 /2 1 ,  

th e re  was no m atch . In  a n o th e r  8 c a s e s  th e re  w as a d u p l i c a t e  

m atch  on th e  name, and  two a d d r e s s e s  were f u r n i s h e d ,  b u t  n e i t h e r  

a d d r e s s  c o u ld  be v e r i f i e d  w it h  th e  s e r v i c e  num ber. A l t o g e t h e r  

some 6 ,2 7 6  names w ere f u r n i s h e d ,  i n c lu d i n g  some w it h  more th a n  

one a d d r e s s .

In  th o se  c a s e s  in  w h ich  a d d r e s s e s  w ere s e c u r e d ,  we have  

begun  to  m a i l  l e t t e r s  and  r e le a s e  fo rm s . In  o r d e r  t h a t  th e re  

i s  no m is u n d e r s t a n d in g  o r  d is a p p o in t m e n t ,  I  s h o u ld  l i k e  to  p o in t  

o u t  t h a t  we do n o t  p r e s e n t l y  know j u s t  how re c e n t  the  VA  

a d d r e s s e s  a re .  I t  w i l l  be e x t re m e ly  h e l p f u l  in  o u r  p la n n in g  to  

h ave  th e  r e s u l t s  o f  o u r  d i r e c t  c o r re sp o n d e n c e .
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W ith  re fe r e n c e  to  the  167 ,000  bon d s t h a t  a re  h e ld  f o r  

se rv ice m e n  a t  th e  F e d e ra l R e se rv e  Bank  o f  C h ic a g o ,  t h a t  B a n k , a t  

our d i r e c t i o n ,  i s  a l s o  i n i t i a t i n g  a d i r e c t  c o n t a c t  p ro g ra m , u s in g  

i t s  l a s t  known a d d r e s s e s  o f  r e c o r d .  There  i s  more l i k e l i h o o d  

th a t  th e se  m a i l i n g s  w i l l  be f r u i t f u l  b e c a u se  many o f  th e  bon d s  

were i s s u e d  a s  r e c e n t ly  a s  th e  1 9 6 0 ' s .  We s h a l l  c a r e f u l l y  m o n ito r  

the r e s u l t s  o f  t h i s  e f f o r t .  Where the  c o rre sp o n d e n c e  i s  r e tu r n e d  

as u n d e l i v e r a b le ,  we s h a l l  u n d o u b te d ly  u t i l i z e  the  a s s i s t a n c e  o f  

the VA to  se e k  a more c u r r e n t  a d d r e s s .  I f  a s o c i a l  s e c u r i t y  

number i s  a v a i l a b l e  o r  can  be o b t a in e d ,  we w i l l  a l s o  u se  the  

f a c i l i t i e s  o f  th e  I n t e r n a l  Revenue S e r v ic e .

I ' d  l i k e  to  tu r n  now fro m  th e  bon d s h e ld  f o r  se rv ic e m e n  to  

the bon ds h e ld  f o r  the  g e n e r a l  p u b l i c .  A t  the  tim e  o f  th e  GAO 

re p o r t  th e re  w ere a b o u t  312,000  su c h  bon ds in  s a fe k e e p in g  a t  

the F e d e r a l  R e se rv e  B a n k s  and  65 ,000  a t  the  T r e a s u r y .

On A u g u s t  30, 1973, the  F e d e r a l R e se rv e  B an ks were d i r e c t e d  

to n o t i f y  th e  d e p o s i t o r s  o f  th e se  b o n d s ,  a t  t h e i r  l a t e s t  a d d r e s s e s  

o f  r e c o r d ,  t h a t  s a f e k e e p in g  f a c i l i t i e s  w o u ld  be te r m in a te d  by  

d i r e c t i o n  o f  the  T r e a s u r y ,  and  t h a t  a l l  bon ds n o t  w ith d ra w n  

w it h in  two m onths fro m  th e  d a te  o f  n o t i f i c a t i o n  w o u ld  be fo rw a rd e d  

to  th e  D ep a rtm e n t to  a w a it  f u r t h e r  d i s p o s i t i o n .  A l l  o f  the  

R e se rve  B a n k s  n o t i f i e d  d e p o s i t o r s .  Some 15 ,150  l e t t e r s  were  

d is p a t c h e d .  A b ou t 180 ,000  bon ds w ith  a fa c e  v a lu e  o f  $ 2 0 ,6 1 7 ,0 0 0  

were t h e r e a f t e r  d e l iv e r e d  to  d e p o s i t o r s  o r  p e r s o n s  e n t i t l e d .
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A c t io n  was a l s o  ta k e n  to  n o t i f y  n o n - s e r v ic e  p e r s o n n e l  who 

h ad  d e p o s i t e d  bon ds d i r e c t l y  w it h  the  T r e a s u r y .  Some 5 ,800  

l e t t e r s  were d i s p a t c h e d  an d , a s  a r e s u l t ,  20 ,500  bon ds w it h  a 

fa c e  v a lu e  o f  $ 2 ,6 2 5 ,0 0 0  were w ith d ra w n .

W ith  some few e x c e p t io n s  i n v o l v i n g  bon d s h e ld  u n d e r o r d e r  

o f  c o u r t  o r  in  V e te r a n s  A d m in i s t r a t io n  c u s t o d ia n  c a s e s ,  a l l  o f  

the  bon ds t h a t  w ere n o t  d e l i v e r e d  have  been  s e n t  to  o u r  o f f i c e  

a t  P a r k e r s b u r g  f o r  m ic r o f i lm in g ,  r e c o r d a t io n  and  d e s t r u c t io n .

I  w o u ld  l i k e  to  e m p h as iz e  th e  f a c t  t h a t  th e se  bonds re m a in  a 

p a r t  o f  th e  o u t s t a n d in g  d e b t  and  t h e i r  r e g i s t r a t i o n  c o n t in u e s  

to  be a m a t te r  o f  r e c o r d .  I f  th e  p u r c h a s e r ,  o r  som eone e l s e  

who i s  e n t i t l e d ,  s u b m it s  s a f e k e e p in g  r e c e ip t s  o r  f i l e s  a c la im ,  

e i t h e r  re p la c e m e n t  bon ds o r  a re d e m p tio n  ch e ck  w i l l  be i s s u e d .

A t  th e  p r e s e n t  t im e  we h ave  no p ro g ra m  to  d e l i v e r  th e se  

bon ds o r  t h e i r  re p la c e m e n ts  to  th e  o w n e rs. O ve r the  y e a r s  ihany 

o f  the  R e se rv e  B a n k s  a tte m p te d  to  lo c a t e  d e p o s i t o r s  e i t h e r  to  

re m in d  them o f  th e  e x i s t e n c e  o f  th e  bon d s o r  to  c o n f ir m  b a la n c e s  

i n  c o n n e c t io n  w it h  a u d i t s .  New i n i t i a t i v e s  a t  t h i s  t im e  do n o t  

h o ld  much p ro m ise  o f  s u c c e s s .  The bon ds do n o t  show th e  

s o c i a l  s e c u r i t y  num bers o f  th e  ow ners and t h i s  means t h a t  we 

c a n 't  e f f e c t i v e l y  u se  th e  f a c i l i t i e s  o f  th e  I n t e r n a l  Revenue  

S e r v ic e  and  S o c i a l  S e c u r i t y  A d m in i s t r a t io n  to  o b t a in  c u r r e n t  

a d d r e s s e s .
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L e t  me a s s u r e  the  Su b -C o m m itte e  t h a t  the  T r e a s u r y  i s

a n x io u s  to  have  a l l  o f  th e se  bon ds r e tu r n e d  to  t h e i r  r i g h t f u l

ow ners, o r  to  p e r s o n s  who m ig h t  be e n t i t l e d  to  th e  o w n e r s1

e s t a t e s ,  a s  so o n  a s  p o s s i b l e .  The d e s i r a b i l i t y  o f  d o in g  s o ,

how ever, m ust n e c e s s a r i l y  be q u a l i f i e d  by th e  v o lu n t a r y  n a tu r e

o f  the  s a f e k e e p in g  a r ra n g e m e n t,  by the  n o m in a l am ounts som e tim e s

in v o lv e d ,  and , p e rh a p s  more im p o r t a n t ly ,  the  c o s t s  t h a t  t a x p a y e r s
* ... f-

g e n e r a l ly  m ust in c u r  f o r  o u r  e f f o r t s  in  a t t e m p t in g  to  r e t u r n  

the b o n d s .

Under th e  s a f e k e e p in g  a rra n ge m e n t, d e p o s i t o r s  were  

f u r n is h e d  w it h  r e c e ip t s  w h ich  th e y  were e x p e c te d  to  su b m it  a t  

the tim e  o f  w it h d r a w a l.  No p ro m ise  o r  r e p r e s e n t a t io n  was made 

th a t  th e  T r e a s u r y  w o u ld  s p o n ta n e o u s ly  r e t u r n  th e  b o n d s. A l s o ,  

such  a c t io n  h a s  been deemed by  some a s u n n e c e s sa r y  a s  a l l  o f  

the bon ds on d e p o s i t  a re  c o n t in u in g  to  e a rn  i n t e r e s t .  In  o th e r  

w o rd s, i n  many c a s e s  th e re  h a s  been  no c o m p e l l in g  need  f o r  

bondow ners to  w ith d ra w  t h e i r  s e c u r i t i e s .

In  some o f  th e  c o rre sp o n d e n c e  we r e c e iv e d  f o l l o w in g  the  

p u b l i c i t y  a cco m p a n y in g  the  i s s u a n c e  o f  the  C o m p t r o l le r  G e n e r a l f s 

r e p o r t ,  d e p o s i t o r s  a sk e d  t h a t  we c o n t in u e  to  h o ld  t h e i r  bon ds  

in  s a f e k e e p in g ,  o r  o th e r w is e  in d i c a t e d  t h a t  t h e i r  bon ds were  

n o t  f o r g o t t e n .  N e v e r t h e le s s ,  I  t h in k  in  a go od  many c a s e s  the  

bonds have  been f o r g o t t e n ,  and  I  am c o n ce rn e d  t h a t  u n le s s  some
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s t e p s  a re  ta k e n  to  com m un icate  w it h  th e  o w n e rs , th e y  w i l l  c o n t in u e  

to  be s o .

I  have  j u s t  m e n tio n e d  p u b l i c i t y  a s  an a s p e c t  o f  t h i s  m a t te r ,  

and  I  s h o u ld  l i k e  to  sp e a k  a b o u t  t h a t  f o r  j u s t  a moment. In  

g e n e r a l ,  the  D e p a r t m e n t s  e x p e r ie n c e  o v e r  th e  y e a r s  - -  n o t  s im p ly  

in  c o n n e c t io n  w it h  th e  p u b l i c i t y  t h a t  a t te n d e d  th e  r e p o r t  in  t h i s  

c a se  - -  h a s  shown t h a t  from  th e  s t a n d p o in t  " o f  the  o p e r a t io n  o f  

G overnm ent a c t i v i t i e s  * * *  w it h  a v ie w  to  d e te r m in in g  i t s  economy 

and e f f i c i e n c y ” - -  w h ich  a re  m a t te r s  o f  y o u r  C o m m itte e ’ s s p e c i a l  

c o n e rn , p u b l i c i t y  i s  c o u n t e r - p r o d u c t iv e .  I  s a y  t h i s  n o t  in  

c r i t i c i s m  o f  th e  GAO r e p o r t ,  b u t  s im p ly  a s a " F a c t  o f  L i f e ” .

When a r t i c l e s  a b o u t  u n c la im e d  Governm ent s e c u r i t i e s  a re  

p u b l i s h e d ,  we have  fo u n d  t h a t  th e  p u b l i c i t y  e x c i t e s  a g r e a t  many 

p e r s o n s  who r e a l l y  have  no so u n d  b a s i s  f o r  a  c la im  to  com m un icate  

w it h  th e  D e p a rtm e n t. T h is  c r e a t e s  an enorm ous b a c k - lo g  o f  

c o r re sp o n d e n c e  and  r e c o r d - s e a r c h in g  w it h o u t  p r o v id in g  th e  k in d  

o f  r e t u r n  t h a t  th e  p u b l i c i t y  was in te n d e d  to  s e c u r e .  W h ile  i t  

may be l e s s  n e w sw o rth y , a more s y s t e m a t ic  p ro g ra m  o f  r e a c h in g  

b o n d o w n e rs, su c h  a s th o se  we have  d e v is e d ,  w o u ld  seem  to  be a 

p r e f e r a b le  a p p ro a c h . I t  p e r m it s  u s  to  m ax im ize  o u r  l i m i t e d  

r e s o u r c e s  to  a c h ie v in g  the  o b j e c t i v e  in  v ie w  - -  t h a t  o f  

r e t u r n in g  the  bon ds to  t h e i r  ow n ers.



Let me give you an example of the kind of problem with 
which we are confronted. Following the savings bond report and 
the attendant newspaper and television publicity, plus a follow
up article that later appeared in a Sunday newspaper supplement, 
we received more than 12,000 inquiries. We have now searched 
about 11,300 of these against the records of bonds deposited 
with the Treasury and have located 278 accounts on which bonds have 
been released and another 42 accounts on which there is pending 
correspondence. About 8,200 of the inquiries were also searched 
against the records of the Federal Reserve Bank of Chicago and 
127 accounts were located.

The difficulty here is that in treating some 467 cases we 
are faced with the task of examining our records and conducting 
correspondence on almost 12,000 other cases. Since obviously 
our operations were not geared to handle this sudden influx of 
inquiries, it has meant that the service we normally provide was 
disrupted and as a consequence we were not able to render prompt 
help to those savings bond owners who had legitimate reasons to 
ask our assistance.

I might also mention in this connection that the pilot 
study approach for servicemen1s bonds was adopted not only to 
determine its feasibility, but also to determine what the costs
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of any such program are likely to be. This will give us a chance 
to advise the Congress as to the costs of any positive program to 
return these bonds, and thereby form the basis of our request for 
funding it.

In conclusion, I should like to commend the assistance that 
we have received from the Veterans Administration in helping us 
to see whether a viable program could be established for returning 
these bonds to their rightful owners. I should also like to 
express my appreciation to the Committee for this opportunity to 
explain the varying considerations that relate to this matter 
and to provide some updated information as to our programs to 
effect the Comptroller General*s recommendations. We shall 
certainly continue in these efforts, and will be devising new 
approaches where possible.

In this latter connection, let me just add that we have not 
undertaken to publish information concerning the bonds being 
held in various Veterans1 publications, a matter to which the 
GAO report referred. We have some deep-seated reservations 
about breaking the long-standing Treasury policy of maintaining 
the confidentiality of security holdings. However, we are 
weighing an alternative proposal that may make it possible to 
utilize the Veterans' publications to try to communicate with 
the bondowners involved.
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I t  i s  o u r  e x p e c t a t io n  t h a t  w i t h in  the  n e x t  few m onths we 

w i l l  be a b le  to  r e p o r t  s u b s t a n t i a l  p r o g r e s s  in  o u r  e f f o r t s  to  

d e l iv e r  the  b o n d s. I  h ope , to o ,  t h a t  we can d e v is e  new p ro g ra m s  

and p ro c e d u re s  f o r  a c c e le r a t in g  t h e i r  r e t u r n .  I  s h a l l  be p le a s e d  

to p ro v id e  c o n t in u in g  in f o r m a t io n  to  t h i s  Su b -C o m m itte e  ab o u t o u r  

p r o g r e s s .

Thank you  v e ry  much.
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Department of theTREASURY
jiSHINGTON. D.C. 20220 TELEPHONE W04-2041

FOR,RELEASE AT 9:30 A.M. EDT, FRIDAY, AUGUST 9
STATEMENT BY THE HONORABLE WILLIAM E. SIMON 

SECRETARY OF THE TREASURY 
BEFORE

THE SUBCOMMITTEE ON INTERNATIONAL FINANCE AND RESOURCES
OF

THE SENATE FINANCE COMMITTEE 
FRIDAY AUGUST 9, 1974 AT 9:30 A.M. EDT

MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE:
I am delighted to have the opportunity to be here today 

to discuss my recent trip to the Middle East and Europe. As 
part of such discussion, I think it is important to focus on 
the effect on the U. S. and world economies of increased capital 
flows to the oil exporting countries.

The purpose of my trip was to continue our recent diplomatic 
efforts to achieve a durable and lasting peace in the Mideast.
I believe that peace and economic progress are interrelated 
issues. Without peace, we cannot have economic progress. With 
economic progress, however, we can minimize the possibility of 
renewed hostilities. Fortunately, the diplomatic efforts of the 
President and Secretary Kissinger in recent months have es
tablished a framework for peace and stability in the Middle East 
that hasn't existed for three decades. After my meetings, I am 
optimistic that we can help these countries strengthen their 
economies and achieve needed industrialization and development, 
which in turn will contribute greatly to the cause of peace.

WS-77
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BACKGROUND

Before outlining the highlights of each of my visits,
I think it would be useful to explain the background of 
how the trip developed. Prince Fahd of Saudi Arabia visited 
the United States in early June, and at that time we estab
lished a Joint Saudi-U. S. Economic Commission. This was 
a major step in establishing closer economic relations 
between the United States and Saudi Arabia and we agreed 
to have working groups meet in Saudi Arabia in July. Sub
sequently, when the President visited Egypt and Israel 
and suggested that I visit those countries, we thought it 
would be useful to go to all three Mideast countries and in 
Saudi Arabia, to open the working group sessions. Kuwait 
which was the final stop on the Middle East portion of 
our trip, offered us the opportunity to bring the first 
high-level U.S. delegation to a country which has 
increasingly occupied a critical role not just in energy 
affairs, but world economic affairs as well. The balance 
of our trip was devoted to continuing our economic consul
tations with finance ministers and other leaders in Germany, 
Italy, France and England.



As I will describe in detail, all of our meetings, 
whether they were with heads of state, finance ministers 
petroleum ministers, central bankers, or members of 
the private sector, were based on mutual concerns: 
striving for political stability and economic stability, 
and our shared pursuit for peace and economic prosperity

EGYPT
The visit to Egypt was in many respects one of the 

most intriguing aspects of our trip. While the visit 
was aimed at seeing how we could assist the Egyptians 
in strengthening their economy, I was especially aware 
of Egypt's unique historical role as a seat of 
political and cultural leadership in the entire 
Middle East.

We were there not only to offer assistance, but to 
learn as much as we possibly could about the dimensions 
of Egypt's economy, about their emerging economic 
aspirations, and, most important, about the shape of 
President Sadat's program to progressively return Egypt' 
economy to an open, and more liberal, system.

I would especially like to stress the point that in 
our meetings with President Sadat, Deputy Prime Minister 
Hegazi, and Finance Minister Fatah, the Egyptian leaders
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repeatedly reaffirmed their gratitude for the President’s 
and Secretary Kissinger's role in securing an initial 
framework for peace in the Middle East,

Our stay in Egypt was marked with intense, frank 
and cordial discussions which brought a number of tangible 
results:

In addition to groups that have already been 
formed in scientific and technological cooperation, medical 
cooperation, and cultural exchange, we agreed to establish 
a senior working group to focus on economic development 
and investment. A broad cross section of representatives 
from the Departments of State, Agriculture, Commerce, 
Treasury, and other agencies will participate and Assistant 
Secretary of the Treasury Gerald Parsky will serve as 
co-chairman. The Egyptians agreed to name a co-chairman 
shortly. This work group will contain five subcommittees 
to cover:

(1) Investment

(2) Domestic development and industrialization
(3) Foreign trade
(4) Agriculture

(5) Suez Canal reconstruction and development-
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-- We exchanged documents activating the Investment 
Guarantee Agreement in order that the U.S. Overseas Private 
Investment Corporation (OPIC) may insure new U. S. private 
investments in Egypt. This step was made possible by the 
decision announced earlier to establish a Joint Commission 
to seek settlement of U. S. Private claims against the 
government of Egypt.

-- We discussed plans for detailed utilization of 
the transfer of official resources from the U.S. to Egypt 
through:

(1) the $250 million of economic assistance which 
has been proposed to the Congress for the 
current fiscal year and which I urge you to 
act favorably on:

(2) an expanded program of PL-480 sales of U.S. 
agricultural products to Egypt on the basis 
of long-term loans on favorable terms;

(3) increased use of the facilities of the U.S. 
Export-Import Bank to assist other U.S. 
exports to Egypt on a long-term credit basis.

--We also discussed ways in which we can work 
together in qualifying Egypt for the maximum in financial 
support from the World Bank, the International Monetary 
Fund, and other official agencies both national and inter-

national.
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-- Not only did we discuss the transfer of financial 

assistance, but also of valuable technical assistance 
from the U. S. in many fields, including the fields of 
financial administration, including debt management; tax 
administration; statistics; agriculture; population con
trol; building and electrical codes and standards; and many 
other areas.

-- Further, we agreed to explore the possibility of 
establishing a Project Development Institute which would 
assist in the development of viable projects by providing 
a mechanism for feasibility studies, thus serving as an 
inducement to increased investment in Egypt.

-- We also explored additional ways in which we can 
work together to attract private investment to Egypt not 
just from the U.S. but from all parts of the world, 
particularly investment made jointly with the benefit of 
U.S. technological contributions. In addition to activa
tion of the Guaranty Program, mentioned above, we offered 
to assist:

(1) in publicizing the provisions of the new 
Egyptian Investment Law,

(2) in making widely known those areas in which 
Egyptian authorities believe there are promising

7 opportunities for investment in Egypt, and
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(3) by negotiating a tax treaty to provide a 
secure base for investor activity.

After this first visit, I have concluded that 
there is great potential in Egypt for investment. They 
want investment and are looking for ways to attract it.
For instance, while we were in Egypt, Dr. Hegazi announced 
the acceptance of permits from four major U.S. banks to 
establish offices in Egypt. This was a most significant 
indicator of Egypt's commitment to attracting U.S. 
investment and of moving to liberalize their economy.
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ISRAEL

After my talks in Egypt, I visited Israel. During 
our one and a half days of intensive consultations with 
Prime Minister Rabin, and other key members of the 
Israeli Cabinet, we moved in a deliberate fashion to 
find ways to attract investment to Israel and to expand 
trade with the U.S. To assist in these efforts we took 
the following actions:

established a Joint U.S.-Israel Committee on 
Trade and Investment co-chaired by Finance Minister 
Rabinowitz and me. We also agreed to establish four 
subcommittees dealing with a) investment, b) trade, 
c) raw materials, and d) research and development.

invited Finance Minister Rabinowitz to visit 
the U.S. for the first meeting of the Joint Committee 
in early November and he accepted.

agreed to explore ways to establish a Joint 
U.S.-Israel Economic Council consisting of private U.S. 
businessmen and Israeli private business and government 
representatives.

We indicated that we are prepared to assist Israel 
by providing a broad-range of technical assistance and 
expertise. We also agreed to explore the possibility
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of a tax treaty and other incentives that may stimulate 
private investment in Israel.

I believe my visit to Israel demonstrated that 
our new economic relationships in the other areas of 
the Middle East in no way signify a diminution of our 
sensitivities to Israel's needs and our desire to 
work cooperatively with them.

SAUDI ARABIA
My visit to Saudi Arabia which followed the talks 

in Israel was part of our continuing efforts to establish 
a closer economic relationship with the Saudis, and 
followed the President's June meeting in that country, 
as well as Prince Fahd's June visit to Washington, when 
we established the Joint Saudi-U.S. Economic Commission 
and the Joint Working Groups to deal with the specific 
areas of industrialization, manpower and education, 
science and technology and agriculture.

At the outset, it is important to point out that
Saudi Arabia's growing accumulation of monetary reserves, 
which today exceed their ability to absorb them domesti
cally has confronted them with a two-part challenge:
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First, how can they spend their resources at home 
in such a way as to diversify their economy and industrial 
ize their country so that their reliance on oil will be 
diminished. Make no mistake about it, the Saudis are 
looking beyond the day of oil primacy.

Second, how can they invest their funds abroad in 
a fashion that maximizes profit without creating unwieldy 
and unwanted pressures on the world monetary system.

During the visit, we held intense and broad-ranging 
discussions not only on the economic goals of Saudi 
Arabia but also on their investment objectives as well.
We outlined a proposal for investment in U.S. Treasury 
Special Issues, and began an initial discussion of the 
advantages both countries would share in negotiating a 
tax treaty between the U.S. and their country.

Further, we discussed the impact of world oil prices 
on the developed and less developed countries. They 
recognize the effects of high oil prices and have clearly 
been working toward achieving more reasonable prices. In 
this regard I believd it’s important to note that during 
our visit, Oil Minister Yamani announced the Saudis’ 
intention to hold an oil auction in August and that they 
would accept whatever price was bid.
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Finally, I opened the initial meeting of the Joint 
Working Group on Industrialization. This group and 
the group focusing on Manpower and Education met 
for a week after I left. These groups had representation 
from our Departments of State, Commerce, Labor, HEW, and 
AID, and Assistant Secretary of the Treasury Gerald Parsky 
remained behind to coordinate both groups. I believe 
these groups accomplished a great deal during these first 
meetings. Let me briefly outline what was agreed to:

1) We will enter into a comprehensive U.S.
Government-Saudi Technical Cooperation Agreement for 
reimbursement of technical services to our government;

2) The U.S. Government will assign a number of 
U.S. Government experts to work full time in Saudi Arabia 
as part of the Joint Commission effort;

3) During August, the U.S. Government will send 
experts to Saudi Arabia for a temporary period

i) to improve the Saudi statistical and 
industrial information base,

ii) to advise on customs,
iii) to improve on port management, and
iv) to advise on environmental and pollution

standards.
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4) During September, the U.S. Government will send 
additional experts for a temporary period

i) to improve standards for industrial 
construction, •

ii) to advise on the development of marine 
fisheries,

iii) to advise on establishment of international 
standards for protection of patents and 
copyrights, and

iv) to advise on the improvement of communi
cation facilities.

5) The U.S. Corps of Engineers will be requested 
to expand its role beyond that now performed for the 
Saudi Ministry of Defense to assist on important infra- 
stracture projects needed for industrialization in Saudi 
Arabia.

6) Two Saudi representatives will visit the Tennessee 
Valley Authority within the next two months to recommend 
the types of TVA assistance needed in the Saudi program to 
increase fertilizer production.

7) Finally, the Joint Working Group on Industrialization 
will meet again in late September in Washington.
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In addition, the working group on Manpower and 
Education agreed that:

1) In August, the U.S. will send three technical 
experts to Saudi Arabia to evaluate current vocational 
training, including on-the-job training, and develop
a proposal for the establishment of technical assistance 
for additional training programs;

2) In September, the U.S. will send five experts 
to evaluate the overall Saudi educational system and 
recommend full assistance projects to implement improve
ments in the system;

3) During September, Saudi experts will be sent 
to the U.S. to study government employee training and 
the petrochemical industry; and

4) Finally, during August and September 1974, the 
U.S. group agreed to mobilize U.S. resources in the 
following priority areas:

i) Access for Saudi students to U.S. educational 
facilities, particularly in law and medicine, 
including medical internships,

ii) Institutional and program development for
Saudi universities and colleges, particularly 
in business administration, industrial manage
ment, extension services (conducting special 
seminars), and technical services,
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iii) Professional recruitment and exchange, 
including seconding arrangements for 
American professors to teach in Saudi 
Arabia, and visiting professors,

iv) Establishment of junior colleges, preferably 
utilizing existing university facilities, and

v) Development of technical-level training 
program in the petrochemical field.

We plan to hold the initial meetings of the third 
and fourth working ,groups, on Agriculture and Science 
and Technology, in Saudi Arabia in September. We are 
hopeful that they will be as successful.
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KUWAIT
Following our stop in Saudi Arabia., we made a brief 

visit to Kuwait. Our meetings there were especially 
significant from a number of viewpoints.

First, they marked the first visit of a high-level 
delegation to this critical oil-producing country which, 
in the last decade, has come to occupy a position of 
growing importance in the world community.

Second, I had extensive and quite frank discussions 
with Kuwait's Minister of Oil and Finance Abdul Rahman 
Atiqi regarding the price of oil. There are still con
siderable differences of opinion on this subject but it 
was a most constructive dialogue and opened the way for 
future discussions.

Third, we had an opportunity to discuss the Kuwaitis' 
investment objectives, as well as their willingness to 
assist not only developing Arab countries, but countries 
throughout the world through such vehicles as the Kuwait 
Fund.

The Kuwaitis were most interested in receiving as 
much information as possible regarding the possibility of 
Treasury Special Issues. They recognized that the U.S. 
capital market is the most liquid and stable in the world 
economic community and were interested in the unique 
opportunities Special Issues avail to the large-scale in
vestor.
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With respect to energy issues, I think it was signifi

cant that they asked that we send Treasury energy experts 
to give them a thorough briefing on the econometric studies 
which support our view that lower oil prices are not only 
in the interests of the consuming nations, but the produc
ing nations as well. These meetings took place within 
days after my departure from Kuwait.
ENERGY POLICY MATTERS

Before discussing the European part of the trip, I 
think it would be appropriate to summarize certain oil 
policy issues that certainly were underlying my visits in 
the Mideast. ..

I am sure that Members of this Subcommittee are well 
aware of the viewpoint I have expressed about the present 
surplus and future declining price of oil. But I would 
like to add to the overview, I have already given publicly.

At various times during my talks, I stressed the fact 
that cutbacks in production, even apart from the political 
and security implications for the producers, would turn out 
to be economically harmful to the producers for two reasons. 
In the first place, the price effects of such cutbacks 
would inevitably lead to such further intensification of 
research and investment relating to alternative sources 
of energy and to alternatives to energy use that the effect 
would be to reduce the total value which the exporters
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would receive for their oil over the life of their 
producing fields. Cutbacks might bring a higher price 
for a short period, but they would bring a more than 
offsetting reduction in revenues for a long time 
thereafter -- in view of the importers’ increased 
commitment to alternatives.

In the second place, maintenance of present costs 
of export oil --even with no increase -- would threaten 
severe economic --and, in some cases, political 
damage to a large number of consuming countries to an 
extent which could not help but cause damaging backlash 
on the producers as well.

In the third place, our Treasury studies of supply 
and demand elasticity indicate that reductions in demand 
need not be very great to reduce the total size of the 
oil market significantly. Reductions in demand due to 
present prices coupled with increases in competing

X i
supplies will result in a steady reduction in OPEC’s 
market. Thus, Treasury studies show that for a wide 
range of plausible demand and supply elasticities, recent 
price increases, if maintained, will cost OPEC a sizeable 
fraction of its sales.
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I sensed real concern in Saudi Arabia and Kuwait about 
these questions. Both Governments have requested that we 
continue our discussions of energy issues and, in particular, 
they are interested in our estimates on the projected U.S. 
needs for oil from the oil-producing countries.

In conjunction with some of the discussions in the 
Middle East on the responsibility of oil producers to aid 
lesser developed nations, I would like to provide the 
Subcommittee with the following examples of constructive 
actions taken by the OPEC countries:
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1. Six OPEC countries have pledged over $3 billion 
to a special facility in the IMF to provide supplementary 
financing for oil importing countries. Four more OPEC 
countries are considering contributions. It is contem
plated that this facility would be somewhat below market 
rates, but not in the concessional area, and would help 
both developing countries and developed countries with 
balance of payments problems arising from increased oil 
costs.

2. Kuwait is expanding its Economic Development 
Fund from approximately $600 million to over $3 billion. 
Assistance from the Fund will no longer be confined to 
Arab nations, and the new funds are to be lent on a con
cessional basis. Expansion of operations from current 
levels may be relatively slow because of the Fund’s short
age of qualified technical personnel, but the World Bank 
has offered technical assistance to overcome this staffing 
problem.

3. Iran is extending over $1 billion in bilateral 
project assistance on favorable terms to Middle East and 
South Asian countries in addition to providing special 
price and financing arrangements for certain of its oil 
exports. Saudi Arabia and Iraq are extending similar 
project and/or oil financing facilities in the region.
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4. Venezuela is actively negotiating the establish

ment of a $500 million trust fund with the Inter-American 
Bank for concessinal lending. Venezuela is also making

i

a further $30 million available to the Caribbean Development 
Bank.

5. Negotiations were completed in May on a charter 
for a 24-member Islamic Development Bank, with an initial 
capital in excess of $1 billion. Formal approval is expected 
with an operational target of end-1974.

6. On the basis of less definite information, Middle 
East OPEC countries appear to be considering special funds 
for Africa totalling perhaps $500 million, including a $200 
million fund which would initially help with financing oil n 
imports and then be recycled into longer term projects.

While we do not have complete and detailed information0 
on all the financial initiatives, I think the preceding 
list amply indicates that oil producers are channelling a i! 
portion of their resources to the poorer countries, that 
at least a part of these resources is being made available u 
on the favorable terms that the situation requires, and 
that we can anticipate still more constructive steps in
the future.



EUROPE
After these discussions in the Mideast, I was 

pleased to have the opportunity to meet with a number 
of European leaders. In my view, a close acquaintance, 
and frequent and informal conversations with those 
responsible for economic and financial policy abroad 
are more than a useful tradition -- they are an 
essential part of our management of an increasingly 
complex world economy. There is no substitute for a 
face-to-face discussion of the current problems our 
nations face domestically as well as internationally.
On this occasion, I particularly welcomed the chance to 
meet Minister Fourcade in France and Minister Colombo 
in Italy, since both had missed the Committee of Twenty 
Meeting in Washington in June because of the press of 
domestic matters.

This Subcommittee has expressed specific interest 
in the problems of re-cycling oil money, and I will offer 
some comments on that situation in light of my talks in 
Europe. But I do at the outset want to make clear that 
this was not the only topic of concern -- specifically, 
the problem of inflation was very much on the minds of 

the leaders with whom I spoke.
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Inflation is the number one economic problem facing 

the world today. All of Europe is experiencing inflation 
rates unacceptable by past standards. And in a world 
grown increasingly interdependent through rapid growth 
of international commerce, it is increasingly recognized 
that we all share a common interest in the success of 
each other's anti-inflationary policies.

Inflation rates are too high everywhere. But they 
differ widely from country to country. Our record has 
not been good. But consumer prices have been rising even 
faster in Italy, in the United Kingdom and in France.
And even those countries can feel some relief that they 
are not experiencing the extraordinarily rapid increases 
that Japan has been suffering.

It was the German experience which particularly drew 
my attention. That country has within living memory 
suffered most severely from uncontrolled inflation and 
accordingly one finds there a low tolerance for inflation 
and strong support for policies of restraint. The German 
authorities have for an extended time followed firm 
policies of demand management. I am convinced that these 
policies explain why inflation in Germany is less virulent 
than in other countries in a fundamentally similar situation.
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Our discussions in Europe did focus on the problems 
of financing oil surpluses and deficits and the ability 
of private financial markets to handle the anticipated 
vast flows of funds. Let me make clear at the outset 
that there was general recognition that the private 
markets face a serious challenge* But no one was talking 
about impending failure of financial markets generally 
or of the monetary system. Nor was there worry that 
oil monies will be capriciously shifted from one market 
to another thereby disrupting the foreign exchange and 
financial markets. All of our experience confirms that 
the financial authorities of thé Arab countries intend 
to manage their oil revenues in a conservative and 
responsible manner.

The problems of re-cycling oil revenues do not arise 
from this source. They derive rather from the very large 
magnitudes involved and the abrupt adjustments required to 
handle such magnitudes. OPEC oil revenues are presently 
running at an annual rate of some $100 billion. That is 
on the basis of present oil prices, and subject to a great 
many uncertainties. Some of these revenues are spent 
on imports and other current consumption, and the balance



24

is available for investments and loans and so on. There 
are uncertainties here, too, but again it is convenient 
to think in terms of perhaps some 60 percent of total 
OPEC oil revenues available for investment in one form 
or another -- roughly $60 billion at the present annual 
rate. By any standards, this represents a lot of money 
to be re-cycled.

I should caution very strongly, however, against 
extrapolating these figures into the future. You know 
already my views about oil prices. In addition, there 
are estimates which suggest that the OPEC countries may be 
able to make rapid strides toward expanding their imports 
and spending their oil revenues. Given these prospects, 
there is in my view no basis for some of the extreme 
projections of OPEC investments exceeding the trillion 
dollar level within a decade or so.

But no one should ignore the potential difficulties 
facing both the private financial markets and governments 
in dealing with the large flows expected this year. That 
is the matter which we discussed in Europe.

As far as the private markets were concerned, we were 
careful to approach this question quite apart from the 
difficulties of a few individual banks which have over
extended themselves in trading primarily in the forward
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exchange markets. Forward, trading is important to the 
proper functioning of the foreign exchange markets, 
but clearly some of these institutions simply got in 

over their heads.
Apart from these cases, we observed that the private 

financial system was doing a remarkable job of handling 
very large expanded operations. The financial inter
mediaries are, of course, adjusting their practices in 
the face of changed circumstances, in particular proving 
themselves unwilling to pay the same rates for short 
maturity deposits they cannot easily use as for longer- 
term deposits they can re-lend prudently. They are also 
becoming more active as brokers, arranging direct 
placements. And the lenders are exploring other channels 
for their funds, thus easing the pressures on the financial 
intermediaries. I refer here not only to the talks we 
have been having with Middle Eastern financial authorities 
about possible purchases of U.S. Special Securities but 
also about such developments as the recently announced 
Iranian advances to France and the U.K., and 
investment in the Krupp concern in Germany.

It is true, of course, that world capital markets are 
very large even in comparison to prospective OPEC oil 
monies. To take the U.S. market alone: U.S. corporate
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assets are estimated at well in excess of $2 trillion, 
and equity and debt securities outstanding at the end 
of last year amounted to some $1.8 trillion. Even the 
relatively young ”Euro Currency” market had at the end 
of last year, before the new oil prices had much impact 
on capital flows, grown to over $150 billion. Today,

that market probably approaches $200 billion.
As for the role of governments in facilitating the 

flow of money through private markets and directly in 
the re-cycling process, the first responsibility of 
governments is to maintain those economic and financial 
conditions that are conducive to sound economic activity.
In the present circumstances, this means firm policies 
to deal with inflation and the avoidance of sharp turns 
in policies. I can see nothing but trouble if we yield 
to inflation.

A second area of governmental responsibility involves 
the surveillance and supervision of banking practices.
Cases of faulty management in the foreign exchange dealings 
of some banks, for example, suggest it is a time for careful 
attention by supervisory authorities to the practices of 
individual institutions. In my talks in Germany, I was 
interested to have an explanation of the steps being taken 
there to obtain better control of bank activities.
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Yet another role of governments, or more commonly, 
of central banks, is that of assuring the smooth functioning . 
of the financial system as a whole. The public authorities 
cannot be asked to provide compensation for the mistakes 
of management: They can properly be asked to see that 
the solvency problems of one institution do not snowball 
into severe liquidity problems for the entire system.

Beyond facilitating flows of funds through the private 
markets, there is also a proper role for governments 
directly in the re-cycling process.

Here. I think first of the problems of the poorest countries 
most seriously affected by the oil price increases. I am 
encouraged by the evidence that the oil exporting countries 
are recognizing their responsibilities by expanding their 
assistance, both directly AND indirectly, to those hardest 
hit countries.

But there remains an urgent need to organize the necessary 
assistance for these countries. Progress toward that end was 
initiated at the June meeting of the Ministers of the Committee 
of 20 when it was agreed that a new development council would 
be established and that it would give priority attention to 
the problems of these most seriously affected countries.
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That C-20 meeting also agreed on another important
step involving governments in the re-cycling process, by
establishing the special oil facility in the International
Monetary Fund, That facility
will provide a very useful supplement for those countries
which can afford its near-market terms but which are unable
to obtain adequate financing through private markets.

Governments and central banks of the main countries 
have, in addition, an extensive network of swap arrange
ments developed first in the 1960’s. Although not 
appropriate for long-term financing of oil deficits, 
they can serve usefully to assist in dealing with short
term pressures in the exchange markets.

The responsibility of governments^ does not end with 
these steps. In my conversations abroad, we were very 
keenly aware of the need to follow closely developments 
in the markets and, if necessary, develop new mechanisms . 
to channel oil funds. We will be working on contingency 
plans which will allow us to act quickly and positively 

should need arise.
The breadth and diversity of U. S. capital markets 

suaaest that we will attract a substantial share of OPEC 
funds. My European colleagues expressed some concern, 
in fact that these flows to the U. S. would exceed levels 
needed to finance our increased oil bills. Although they
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recognized there was no evidence that such excessive 
inflows to the U.S. were in fact occurring they were 
interested in what our reaction would be.

Our reaction to this potential problem is already 
a matter of record. Earlier this year we removed our 
capital controls and opened our markets to foreign 
borrowers again on the basis prevailing before imposition 
of restraints over a decade ago. Under these circumstances, 
should there be substantial investments in U.S. Govern
ment securities, this would reduce our official borrowing 
from domestic sources and free resources for lending 
abroad. We have offered OPEC nations an opportunity to 
place a portion of their funds in special U.S. Government 
securities, and there is deep interest on their part in 
such placements. But this is a matter of convenience, 
not an attempt to attract excessive investments here.
No special inducements are offered -- merely the opportunity 
of government-to-government transactions which enable the 
investor to transact very large sums without influencing 
the market against himself. It is a facility we would 
offer -- and have offered -- a number of foreign nations 
holding very large dollar balances.
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To a large extent, I returned from my meetings in the 
Middle East and Europe reassured that a firm basis exists 
for dealing with the critical problems of the day in a 
cooperative framework. We have put the mechanisms in 
place that will enhance economic development and at the same 
time establish closer relationships with these countries. 
Strengthening their economies is in the best interest of 
the entire world. I believe we have taken the necessary 
first steps in that effort and now we must work together 
to implement these initiatives. I am confident that we 
have the will and the resources to succeed in this critical 
task.

0O0
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MARY T. BROOKS TAKES OATH OF OFFICE FOR SECOND T E R M  
AS TWENTY-EIGHTH DIRECTOR OF THE BUREAU OF THE MINT

Mrs. Mary T. Brooks of Carey, Idaho, today took the oath of office 
for her second five-year term as the 28th Director of the Bureau of the Mint. 
Secretary of the Treasury William E. Simon administered the oath at a 
ceremony in his office in the Treasury Department at 2:45 p, m.

Reflecting on her first five-year term, Secretary Simon said,
Mrs. Brooks’ "many accomplishments are a tribute to her forceful and 
imaginative leadership, and are representative of the high standards of her 
public service. "

As Director of the Mint and its six field institutions, Mrs. Brooks is 
responsible for an adequate supply of coinage for the daily commerce of 
our ever-growing economy. She directs the largest and most modern 
government coin-producing facilities in the world. In addition to coin 
production, the Mint produces hundreds of national medals authorized by 
Congress and numerous numismatic items for sale to the public.

Mrs. Brooks' accomplishments in her first five-year term are notable. 
Briefly, she initiated and guided the most sweeping reorganization and 
modernization of the Mint in order to meet the fast-growing coin demand.
She has launched a series of imaginative and far-reaching programs for 
the benefit of all people, especially the young. Her intense interest in the 
preservation of our national treasures led to the acquisition of the Old San 
Francisco Mint building, now used as a museum for the public and the 
Mint's computer center. She salvaged invaluable Tiffany glass mosaics 
from the old Philadelphia Mint, as well as many pieces of Victorian furniture 
used in the Mint during this historic period.

Mrs. Brooks was born in Colby, Kansas. She attended Mills College 
and received a B. A. from the University of Idaho. She is the daughter of 
former Senator John Tiiomas of Idaho and served as his Administrative 
Assistant prior to his death in 1945. She worked in the family's banking ~ 
chain and managed and developed a large sheep and cattle ranch in Idaho.
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From 1957 to 1963, she served as a member of the Republican National 
Committee and was elected Vice Chairman in 1960. From 1965 to 1969, she 
served as Assistant Chairman. In 1964, Mrs. Brooks was elected Senator 
in the Idaho State Legislature, and was re-elected in 1966 and 1968.

In March, 1969, she was appointed by President Nixon for a five-year 
term as twenty-eighth Director of the United States Mint, the third woman 
to fill this important position.

Since taking the oath of office in September, 1969, for her first term, 
Mrs. Brooks has received numerous awards of recognition. Among them are: 
Idaho's Woman of the Year; election to the University of Idaho's Hall of Fame; 
Treasury's Exceptional Service Award; California Historical Society's 
Certificate of Merit; and Kappa Kappa Gamma High Achievement Award. She 
also holds membership in many civic, social and political organizations.

Mrs. Brooks was reappointed for a second term in April, 1974.
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REMARKS BY SECRETARY WILLIAM E. SIMON 
AT THE SWEARING-IN OF MARY BROOKS 

AS DIRECTOR OF THE MINT 
THURSDAY, AUGUST 8, 1974 AT'JrOO P.M.

IT IS WITH A GREAT DEAL OF PERSONAL PLEASURE AND OFFICIAL

PRIDE THAT I TELL YOU A LITTLE ABOUT THIS GREAT LADY I AM ABOUT

TO SWEAR INTO OFFICE— MARY BROOKS. ' C;

'HER ACCOMPLISHMENTS SINCE SHE BECAME DIRECTOR OF THE MINT

ARE NOTABLE. # ,,

-- SHE INITIATED AND GUIDED THE MOST SWEEPING REORGANIZATION

AND MODERNIZATION OF THE BUREAU OF THE MINT IN ORDER TO MEET THE

EVER-GROWING COIN DEMAND.
SHE HAS LAUNCHED A SERIES OF IMAGINATIVE AND FAR-REACHING 

PROGRAMS FOR THE BENEFIT OF ALL PEOPLE, ESPECIALLY THE YOUNG.

THESE INCLUDE THE FIRST CHANGE IN OUR COINS COMMEMORATING OUR 

NATIONfS BICENTENNIAL, THE EISENHOWER DOLLAR AND THE PENNY 

RETRIEVAL PROGRAM. ONE OF PARTICULAR INTEREST IS HER YOUTH 

EDUCATION PROGRAM UNDER WHICH OUR MANY HISTORIC MEDALS AND 

PUBLICATIONS WERE PREPARED AND OFFERED FOR THE FIRST TIME TO 

YOUNG PEOPLE TO ENCOURAGE THEIR INTEREST IN THE HISTORY OF
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OUR COUNTRY. SHE HAS LITERALLY OPENED UP THE MINT TO THE PUBLIC,

AND MORE THAN DOUBLED ITS LIST OF COLLECTORS WHO BUY MILLIONS

OF SPECIAL COINS AND MEDALS EACH YEAR.

-- HER INTENSE INTEREST IN THE PRESERVATION OF OUR NATIONAL

TREASURES LED TO THE ACQUISITION OF THE OLD SAN FRANCISCO MINT
• -C’

BUILDING FOR USE BY THE PUBLIC AS A MUSEUM AND BY THE MINT AS ITS 

COMPUTER CENTER. ,SH£ SALVAGED INVALUABLE TIFFANY GLASS MOSAICS 

FROM THE OLD PHILADELPHIA MINT, AS WELL AS MANY PIECES OF VICTORIAN 

FURNITURE, WHICH WERE RESTORED AND PUT BACK INTO USE OR ON DISPLAY 

IN THE MANY MINT PUBLIC AREAS WHICH ACCOMMODATE THOUSANDS OF 

TOURISTS EVERY DAY.

MARY ATTENDED MILLS COLLEGE AND RECEIVED A B.A. FROM THE 

UNIVERSITY OF IDAHO.

SHE IS THE DAUGHTER OF FORMER SENATOR JOHN THOMAS OF IDAHO 

AND SERVED AS HIS ADMINISTRATIVE ASSISTANT PRIOR TO HIS DEATH 

IN 1945. SHE WORKED IN THE FAMILY*S BANKING CHAIN AND MANAGED 

AND DEVELOPED A LARGE SHEEP AND CATTLE RANCH IN IDAHO.



3
#

FROM 1957 to 1963, SHE SERVED AS MEMBER OF THE REPUBLICAN 

NATIONAL COMMITTEE AND WAS ELECTED VICE CHAIRMAN IN 1960. FROM 

1965 TO 1969, SHE SERVED AS ASSISTANT CHAIRMAN.

IN 1964, MARY WAS ELECTED SENATOR IN IDAHO STATE LEGISLATURE, 

AND WAS RE-ELECTED IN 1966 AND 1968. * ■<*>
i ■ '

IN MARCH 1969, SHE WAS APPOINTED BY PRESIDENT NIXON FOR A
/

FIVE-YEAR TERM AS 'THE TWENTY-EIGHTH -DIRECTOR OF THE UNITED STATES 

MINT, THE THIRD WOMAN TO FILL THIS IMPORTANT POSITION, AND WAS 

REAPPOINTED FOR A SECOND FIVE-YEAR TERM IN APRIL 1974.

SINCE TAKING OFFICE IN SEPTEMBER OF 1969, MRS. BROOKS HAS 

RECEIVED NUMEROUS AWARDS OF RECOGNITION. THEY INCLUDE:

-- IDAHO'S WOMAN OF THE YEAR

—  ELECTION TO IDAHO'S HALL OF FAME

-- TREASURY'S EXCEPTIONAL SERVICE AWARD

-- CALIFORNIA HISTORICAL SOCIETY'S CERTIFICATE OF MERIT

-- KAPPA KAPPA GAMMA ACHIEVEMENT AWARD
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THESE ARE BUT A FEW OF THE MANY ACCOMPLISHMENTS WHICH 

ARE A TRIBUTE TO MARY BROOK'S FORCEFUL AND IMAGINATIVE LEADERSHIP, 

AND ARE REPRESENTATIVE OF THE HIGH STANDARDS OF HER PUBLIC SERVICE.

OoO
* -c>

i





[  Department of t h e f R E A S U R Y  f F l S l i

w cl

MEMORANDUM FOR CORRESPONDENTS AUGUST 9, 1974

President Ford today asked Secretary Simon to 
remain as Secretary of the Treasury. The Secretary 
said that he would be delighted.

OoO
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Department of theTREASURY
SHINGTON, D.C. 20220 TELEPHONE W04 2041

FOR IMMEDIATE RELEASE August 12
TREASURY ISSUES AMENDMENT TO ANTIDUMPING 
PROCEEDING NOTICE ON LOCK-IN AMPLIFIERS 

FROM THE UNITED KINGDOM
Assistant Secretary of the Treasury David R.

Macdonald amended today the antidumping proceeding notice 
which was issued on lock-in amplifiers from the United 
Kingdom on May 17, 1974. The amendments broaden the 
coverage of the initial notice to include both assembled 
lock-in amplifiers imported into the United States from 
the United Kingdom and parts of such amplifiers.

Notice of this action will be published in the 
Federal Register, of August 13, 1974.



Department of t h e f R E A S U R Y
TELEPHONE W04-2041

STATEMENT BY THE HONORABLE WILLIAM E. SIMON
SECRETARY OF THE TREASURY

BEFORE
THE SUBCOMMITTEE ON MULTINATIONAL CORPORATIONS

THE SENATE COMMITTEE ON FOREIGN RELATIONS 
MONDAY AUGUST 12, 1974 AT 10:00 A.M. EDT

MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE:
I am delighted to have the opportunity to be here today 

to discuss my recent trip to the Middle East and Europe. As 
part of the discussion, I think it’s important to focus on 
how the U.S. and world economies will be affected by increased 
capital flows to the oil exporting countries. In addition, I 
will briefly discuss the price of oil and the current supply.

The purpose of my trip was to continue our recent diplomatic 
efforts to achieve a durable and lasting peace in the Mideast.
I believe that peace and economic progress are interrelated 
issues. Without peace, we cannot have economic progress. With 
economic progress, however, we can minimize the possibility of 
renewed hostilities. Fortunately, the diplomatic efforts of the 
President and Secretary Kissinger in recent months have established 
a framework for peace and stability in the Middle East that hasn’t

existed for three decades and President Ford intends to pursue 
this policy in the months ahead. After my own meetings, I’m 
optimistic that we can help Middle East countries strengthen their 
economies and achieve needed industrialization and development,
which--in turn-- will contribute greatly to the cause of peace.
WS-81
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BACKGROUND

Before outlining the highlights of each of my visits, 
it would be useful to explain the background of how the trip 
developed. Prince Fahd of Saudi Arabia visited the United States 
in early June, and at that time we established a Joint Saudi * U.S. 
Economic Commission. This was a major step in establishing closer 
economic relations between the United States and Saudi Arabia—  
and we agreed to have working groups meet in Saudi Arabia in July.
Subsequently--when the President visited Egypt and Israel and
suggested that I visit those countries— we thought it would 
be useful to go to all three Mideast countries and to open the 
working group sessions in Saudi Arabia. Kuwait was the final
stop on the Middle East portion of our trip--and offered us an
opportunity to bring the first high-level U.S. delegation to a 
country which has increasingly occupied a critical role not 
just in energy affairs, but world economic affairs as well. The 
balance of our trip was devoted to continuing our economic con
sultations with finance ministers and other leaders in Germany, 
Italy, France and England.

As I'll describe in detail, all of our meetings--whether they
were with heads of state, finance ministers, petroleum ministers,
central bankers, or members of the private sector--were based
on mutual concerns: striving for political stability and economic 
stability... and our shared pursuit for peace and economic pros
perity.
WS-81
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EGYPT

The visit to Egypt was in many respects one of the most 
intriguing aspects of our trip. While the visit was aimed at 
seeing how we could assist the Egyptians in strengthening their 
economy, I was especially aware of Egypt's unique historical role 
as a seat of political and cultural leadership in the entire 
Middle East.

We were there not only to offer assistance, but to learn 
as much as we possibly could about the dimensions of Egypt's economy,
about their emerging economic aspirations, and--most important--
about the shape of President Sadat's program to progressively 
return Egypt's economy to an open, and more liberal, system.

I would especially like to stress the point that in our 
%

meetings with President Sadat, Deputy Prime Minister Hegazi, 
and Finance Minister Fatah, the Egyptian leaders repeatedly 
reaffirmed their gratitude for President Nixon and Secretary 
Kissinger's role in securing an initial framework for peace in 
the Middle East.

Our stay in Egypt was marked with intense, frank and cor
dial discuss ions.which brought a number of tangible results:

-- In addition to groups that have already been formed in 
scientific and technological cooperation, medical cooperation, 
and cultural exchange, we agreed to establish a senior working
group--to focus on economic development and investment. A
broad cross section of representatives from the Departments of 

WS-81
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S t a t e ,  A g r i c u l t u r e ,  Commerce, T r e a s u r y ,  and o t h e r  a g e n c i e s  w i l l  

p a r t i c i p a t e  and  A s s i s t a n t  S e c r e t a r y  o f  the  T r e a s u r y  G e r a l d  Parsky 

w i l l  s e r v e  a s  c o - c h a i r m a n .  The E g y p t i a n s  a g r e e d  t o  name a co- 

c h a i r m a n  s h o r t l y .

T h i s  w ork  g r o u p  w i l l  c o n t a i n  f i v e  su b c o m m i t t e e s  t o  co v e r :

(1 )  I n v e s t m e n t

(2 )  D o m e s t i c  d e v e lo p m e n t  and  i n d u s t r i a l i z a t i o n

(3 )  F o r e i g n  t r a d e

(4 )  A g r i c u l t u r e

(5 )  Suez  C a n a l  r e c o n s t r u c t i o n  and  d e v e lo p m e n t

WS-81
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-- We exchanged documents activating the Investment 
Guarantee Agreement in order that the U.S. Overseas Private 
Investment Corporation (OPIC) may insure new U.S. private 
investments in Egypt. This step was made possible by the 
decision announced earlier to establish a Joint Commission 
to seek settlement of U.S. Private claims against the 
government of Egypt.

We discussed the possible utilization of resources 
transferred from the U.S. to Egypt through:

(1) the $250 million of economic assistance which
has been proposed to the Congress for the current 
fiscal year and which I urge Congress to act 
upon favorably

(2) a possible program of PL-480., sales of U.S. 
agricultural products to Egypt on the basis of 
long-term loans on favorable terms;

(3) increased use of the facilities of the U.S. 
Export-Import Bank to assist other U.S. 
exports to Egypt on a long-term credit basis.

We also discussed ways in which we can work 
together in qualifying Egypt for the maximum in financial 
support from the World Bank, the International Monetary 
Fund, and other official agencies both national and inter
national. ,

WS-81
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r~ Not only did we discuss the provision of financial 
assistance, but also of valuable technical assistance 
from the U.S. in many fields, including the fields of 
financial administration, including debt management; tax 
administration; statistics; agriculture; population co n 
trol; building and electrical codes and standards; and many 
other areas.

-- Further, we agreed to explore the possibility of 
establishing a Project Development Institute which would 
assist in the development of viable projects by providing 
a mechanism for feasibility studies, thus serving as an 
inducement to increased investment in Egypt.

-- We also explored additional ways in which we can 
work together to attract private investment to Egypt not 
just from the U.S. but from all parts of the world, 
particularly investment made jointly with the benefit of 
U.S. technological contributions. In addition to activation 
of the Guarani^y Program, mentioned above, we offered to 
assist: f

(1) in publicizing the provisions of the new 
Egyptian Investment Law,

(2) in making widely known those areas in which 
Egyptian authorities believe there are promising 
opportunities for investment in Egypt, and



(3) by negotiating a tax treaty to* provide a 
secure base for investor activity.

After this first visit, I have concluded that 
there is great potential for investment in Egypt. They 
want investment and are looking for ways to attract it.
For instance, while we were in Egypt, Dr. Hegazi announced 
the acceptance of permits from four major U.S. banks to 
establish offices in Egypt. This was a most significant 
indicator of Egypt's commitment to attracting U.S. 
investment and of moving to liberalize their economy.

A s  y o u  know, E g y p t i a n  F o r e i g n  M i n i s t e r  Fahmi i s  l e a d i n g  

a h i g h  l e v e l  d e l e g a t i o n  t h a t  i s  m e e t in g  here  i n  W a s h i n g t o n  t h i s  

week. I n  a d d i t i o n ,  members o f  M i n i s t e r  F a h m i ' s  d e l e g a t i o n  

w i l l  be m e e t i n g  A s s i s t a n t  S e c r e t a r y  P a r s k y  to  d i s c u s s  a r e a s  o f  

econom ic  and f i n a n c i a l  c o o p e r a t i o n .

I n  my own v i e w ,  t h i s  i s  f u r t h e r  e v i d e n c e  o f  o u r  common com

m itm ent  t o  e n s u r e  t h a t  th e  s p i r i t  and  momentum o f  o u r  i n i t i a l  

m e e t i n g s  i n  C a i r o  l a s t  month  i s  c a r r i e d  f o r t h .

WS-81



8

ISRAEL
After my- talks in Egypt,' I visited Israel. During 

our one and a half days of intensive consultations with 
Prime Minister Rabin, and other key members of the 
Israeli Cabinet., we moved in a deliberate fashion to 
find ways to attract investment to Israel and to expand 
trade with the U.S. To assist in these efforts we t.ook 
the following actions:

yr established a Joint U.S.-Israel Committee on 
Trade and Investment co-chaired by Finance Minister 
Rabxnowitz and me. We also agreed to establish four 
subcommittees dealing with a) investment, 111 trade, 
a j t g f r  ir.a t e n  a * a , and u )  research and development.

invited Finance Minister Rabinowitz to visit
the U.S. for the first meeting of the Joint Committee 
in early November and he accepted.

-- agreed to explore ways to establish a Joint 
U.S*"Israel Economic^ Council consisting of private U.S. 
businessmen and Israeli private business and government
representat ives

We indicated that we are prepared to assist Israel 
by providing a broad-range of technical assistance and 
expertise. We also agreed to explore the possibi1 ity

WS-81
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’of a tax treaty and other incentives that may stimulate 
private investment in Israel

I believe my visit to Israel demonstrated that 
our new economic relationships in the other areas of 
the Middle East in no way signify a diminution of our 
sensitivities to Israel's needs and our desire to 
work cooperatively with them.

SAUDI ARABIA
My visit to Saudi Arabia, which followed the talks in 

Israel, was part of our continuing efforts to establish 
a closer economic relationship -with the Saudis. The trip 
followed the President's June meeting in that country, 
as well as Prince Fahd's June visit to Washington— when 
we established the Joint Saudi-U.S. Economic Commission 
and the Joint Working Groups to deal with the specific 
areas of industrialization, manpower and education, 
science and technology and agriculture.

At the outset, it is important to point out that 
Saudi Arabia's growing accumulation of monetary reserves-- 
which today exceed their ability to absorb them domesti
cally-- has confronted them with a two-part challenge:

WS-81
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* First, how can they spend their resources at home 
in such a way as to diversify their economy and industrializei

their country, so that their reliance on oil will be diminished! 
Make no mistake about it, the Saudis are looking beyond the
day of oil primacy.

Second, how can they invest their funds abroad in a 
fashion that will maximize profit without creating unwieldy 
and unwanted pressures on the world monetary system.

During the visit, we.held intense and broad-ranging 
discussions not only on the economic. goal s of Saudi 
Arabia but also on their investment objectives as well.
We outlined a proposal for investment in U.S, Treasury 
Special Issues, and began an initial discussion of the 
advantages both countries would share in negotiating a 
tax treaty.

Further, we discussed the impact of world oil prices 
on the developed and less developed countries. They 
recognize the effects of high oil prices and have clearly 
been working toward achieving more reasonable prices. In 
this regard I believe i t ls important to note that during 
our visit, Oil Minister Yamani announced the Saudis' 
intention to hold an oil auction in August. The amount'of 
oil to be auctioned is, at this point, uncertain, but we 
received assurances that the bid price will be accepted.

W S ~ 81
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• F i n a l l y ,  I  op ened  th e  i n i t i a l  m e e t i n g  o f  th e  J o i n t  

W o r k i n g  G roup  on I n d u s t r i a l i z a t i o n .  T h i s  g r o u p  and  

th e  g r o u p  f o c u s i n g  on Manpower and  E d u c a t i o n  met 

, f o r  a week a f t e r  I  l e f t .  T h e se  g r o u p s  had  r e p r e s e n t a t i o n  

f ro m  o u r  D e p a r t m e n t s  o f  S t a t e ,  Commerce, L a b o r ,  HEW, and  

A I D ,  and A s s i s t a n t  S e c r e t a r y  o f  t h e  T r e a s u r y  G e r a l d  P a r s k y  

r e m a in e d  b e h i n d  t o  c o o r d i n a t e  b o t h  g r o u p s .  I  b e l i e v e  

t h e s e  g r o u p s  a c c o m p l i s h e d  a g r e a t  d e a l  d u r i n g  t h e s e  f i r s t  

m e e t i n g s .  L e t  me b r i e f l y  o u t l i n e  w hat  was a g r e e d  t o :

1) We w i l l  e n t e r  i n t o  a c o m p r e h e n s i v e  U . S .  

G o .ve rn m e n t -S au d i  T e c h n i c a l  C o o p e r a t i o n  A greem ent  f o r

• re im b u r se m e n t  o f  t e c h n i c a l  s e r v i c e s  t o  o u r  g o v e r n m e n t ;

2) The U . S .  Governm ent  w i l l  a s s i g n  a number o f  

U . S .  G overnm ent  e x p e r t s  t o  w ork  f u l l ,  t im e  i n  S a u d i  A r a b i a  

a s  p a r t  o f  th e  J o i n t  C o m m i s s i o n  e f f o r t ;

3) During August, the U.S. Government will send

experts to Saudi Arabia for a temporary periLod

i) to improve the Saudi statistical and

industrial information base,

ii) to advi se on customs,

iii) to improve on port management, and

iv) to advise on environmental and poll ut. i on

WS- 81
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4 )  D u r i n g  S e p t e m b e r ,  t h e  U . S .  G ov e rnm ent  w i l l  send  

a d d i t i o n a l  e x p e r t s  f o r  a t e m p o r a r y  p e r i o d

i )  t o  im p ro v e  s t a n d a r d s  f o r  i n d u s t r i a l  

c o n s t r u c t i o n ,

i i )  t o  a d v i s e  on th e  d e v e lo p m e n t  o f  m a r in e  

f i s h e r i e s ,

i i i )  t o  a d v i s e  on e s t a b l i s h m e n t  o f  i n t e r n a t i o n a l  

S t a n d a r d s  f o r  p r o t e c t i o n  o f  p a t e n t s  and  

c o p y r i g h t s ,  and

i v )  t o  a d v i s e  on th e  im pro vem ent  o f  co m m u n i 

c a t i o n  f a c i l i t i e s .

5)  The I I . S .  C o r p s  o f  E n g i n e e r s  w i l l  be r e q u e s t e d  

t o  exp an d  i t s  r o l e  beyond  t h a t  now p e r f o r m e d  f o r  th e  

S a u d i  M i n i s t r y  o f  D e f e n s e  t o  a s s i s t  dn i m p o r t a n t  i n f r a 

s t r u c t u r e  p r o j e c t s  needed  f o r  i n d u s t r i a l i z a t i o n  i n  S a u d i  

A r a b i a .

0)  Two S a u d i  r e p r e s e n t a t i v e s  w i l l  v i s i t  TVA d u r i n g  

t h e  n e x t  two m o n th s  t o  recommend t h e  t y p e s  o f  TVA a s s i s t 

a n ce  needed  i n  th e  S a u d i  p r o g r a m  t o  i n c r e a s e  f e r t i l i z e r  

p r o d u c t  i o n .

7) F i n a l l y ,  th e  J o i n t  W o r k i n g  Group  on I n u u s t r a l i z a t i o n  

w i l l  meet a g a i n  i n  l a t e  S e p te m b e r  i n  W a s h i n g t o n .

WS-81
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In addition, the working' group on Manpower and 

Education agreed that:

1) In August, the U.S. will send three technical 

experts to Saudi Arabia to evaluate current vocational 

training, including on-the-job training, and to develop 

a proposal for the establishment of technical assistance 

for additional training programs;

2) In September, the U.S. will send five experts 

to evaluate the overall Saudi educational system and 

recommend full assistance projects to implement improve

ments in the system;

3) During September, Saudi experts will be sent

to the U.S. to study government employee training and
«•

the petrochemical industry; and

4) Finally, during August and September 1974, the 

U..S. group agreed to mobilize U.S. resources in the

following priority areas:

i) Access for Saudi students to U.S. educational 
facilities, particularly in law and medicine, 
including medical internships,,

ii) Institutional and program development^for
Saudi universities and colleges, particularly 
in business administration, industrial manage 
ment, extension services (conducting special 
seminars), and technical services,

WS-81
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i i i )  P r o f e s s i o n a l  r e c r u i t m e n t  and e x c h a n g e ,  
i n c l u d i n g  s e c o n d i n g  a r r a n g e m e n t s  f o r  

•Amer ican  p r o f e s s o r s  t o  t e a c h  i n  S a u d i  
A r a b i a ,  and  v i s i t i n g  p r o f e s s o r s ,

i v )  E s t a b l i s h m e n t  o f  j u n i o r  c o l l e g e s ,  p r e f e r a b l y  
u t i l i z i n g  e x i s t i n g  u n i v e r s i t y  f a c i l i t i e s ,  and

v )  D e v e lo p m e n t  o f  t e c h n i c a l - l e v e l  t r a i n i n g  
p r o g r a m  i n  th e  p e t r o c h e m i c a l  f i e l d .

Wc p l a n  t o  h o l d  t h e  i n i t i a l  m e e t i n g s  o f  t h e  t h i r d  

and  f o u r t h  w o r k i n g  g r o u p s ,  on A g r i c u l t u r e  and S c i e n c e  

and T e c h n o l o g y ,  i n  S a u d i  A r a b i a  i n  S e p te m b e r .  We a r e  

h o p e f u l  t h a t  t h e y  w i l l  be a s  s u c c e s s f u l .

WS-81
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KUWAIT

Follow ing our stop in  Saudi A rab ia, we made a b r ie f  

v i s i t  to Kuwait. Our meetings there were e sp e c ia lly  

s ig n if ic a n t  from a number of v iew points.

First, they marked the first visit of a high-level 

delegation to this critical oil-producing country which, 

in the last decade, has come to occupy a position of 

growing importance in the world community.

Second, I had extensive and quite frank discussions 

with Kuwait's Minister of Oil and Finance Abdul Rahman 

Atiqi regarding the price of oil. There are still c o n 

siderable differences of opinion on this subject but it 

was a most constructive dialogue and opened the way for 

future discussions. r

Third, we had an opportunity to discuss the Kuwaitis 

investment objectives, as well as their willingness to 

assist not only developing Arab countries, but countries 

throughout the world through such vehicles as the Kuwait 

Fund. The*Kuwaitis were most interested in receiving as 

much information as possible regarding the possibility of 

Treasury Special Issues. They recognized that the U.S. 

capital market is the most liquid and stable in the world 

economic community and were interested in the unique 

opportunities Special Issues available to the large-scale 

investor.

WS-81



16
With respect to energy issu e s, I  th ink  i t  was e sp e c ia lly  s i g 

n if ic a n t  that they asked that we send Treasury energy experts 

to g ive  them a thorough b r ie f in g  on the econometric stud ie s which 

support our view that lower o i l  p r ice s are not only in  the 

in te re s ts  o f the consuming nations but the producing nations  

as w e ll. These meetings took place w ith in  days a fte r  my departure 

from Kuwait, and M in iste r  A t iq i  asked that we continue such d i s 

cu ssions in  the future.

In  regard to Kuwait, you have asked what d iscu ss io n s  

the U.S. Government had in  re la t io n  to the agreement recently  

reached by the G u lf O il Corporation to purchase a su b sta n t ia l 

amount o f o i l  from Kuwait. We learned in  early  Ju ly  that an 

agreement with respect to such a purchase was under d iscu ss io n  

between G u lf and the Kuwaiti a u th o r it ie s  in the aftermath o f 

the dec is ion  by Kuwait not to accept lower b ids fo r th is  o i l  

in  an auction which had recently  been held. We then held a 

number o f d iscu ss io n s  with the G u lf o f f i c i a l s  to make known 

to  them our judgment that there i s  today a surp lus of worldwide 

production re la t iv e  to current demand and that there i s ,  there

fo re , strong downward pressure on o i l  p r ice s. We a lso  pointed  

out th a t, while we are cognizant o f the threats o f variou s  

producers to cut th e ir  le v e ls  o f present production in  an 

attempt to su sta in  the present high p rice  le v e ls ,  in  our ju dg

ment such high p rice s are not in the in te re st o f e ithe r the 

o i l  producers or the consumers. We were aware that on ly a 

fra c t io n  o f the o i l  being d iscussed by Gu lf was l ik e ly  to be
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shipped to the U.S., since the bulk would be used in overseas 
operations, but we were also aware of the significant precedent 
the proposed agreement might have in other areas.

We do not know all of the reasons for Gulf's decision but 
it is my understanding that among the factors taken into account 
was the company's interest in ensuring against unfavorable 
treatment in the future on its equity interest in the Kuwait 
Oil Company. Gulf receives oil from Kuwait as a result of a 
20% interest in the Kuwait Oil Company -- which is, as a 
result of prior agreements, owned 60% by the Government of 
Kuwait. The oil received by Gulf as a result of its equity 
ownership is at a lower effective cost. Further, I understand 
that Gulf was concerned about being able to participate in 
future purchases of the oil being sold by the Government of 
Kuwait from the government's share of the Kuwait Oil Company.
It is important to consider very carefully the government's 

role in such matters.
In my judgment it is proper for our Government to provide 

advice to U.S. companies, but I do not believe the decision
making responsibility on the operation of their foreign trading 
activities and their foreign investment should be assumed by 
the U.S. Government. In addition, the U.S. Government should 
exercise and does exercise control over the conditions under 
which any foreign oil -- whether produced in US-owned operations 
abroad or not -- is permitted to enter into the U.S. For 
example, we do have in effect today a system of oil import

fees which provide a measure of incentive for U.S. consumers
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to rely on domestic production as compared to foreign pro
duction. Further, we are giving continuing attention to such 
laws and regulations which influence the degree to which the 
United States becomes dependent on foreign sources of supply. 
Such an approach is part of our desire to establish an inte
grated energy policy while allowing individual companies to 
maintain responsibility to their business operations.

OTHER ENERGY POLICY MATTERS
Before discussing the European part of the trip, I 

think it would be appropriate to summarize certain other 
oil policy issues that certainly were underlying my visits 
in the Mideast.

I am sure that Members of this Subcommittee are well 
aware of the viewpoint I have expressed about the present 
surplus and future declining price of oil. But I would 
like to add to the overview, I have already given publicly.

At various times during my talks, I stressed the fact 
that cutbacks in production, even apart from the political
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and security imp! ications for the producers, would turn out 
to be economically harmful to the producers for three 
reasons. In the first place, the price effects of such c ut
backs would inevitably lead to such further intensification 
of research and investment relating to alternative sources 
of energy and to alternatives to energy use that the, 
effect would be to reduce the total value which the exporters 
would receive for their oil over the life of their 
producing fields. Cutbacks might bring a higher price 
for a short period, but they would bring a more than 
offsetting reduction in revenues for a long time there
after -- in view of the importers* increased commitment to 
alternatives.

In the second place, maintenance of present costs of 
export oil -- even with no increase -- would threaten 
severe economic and, in some cases, political -- 
damage to a large number of consuming countries to an extent 
which could not help but cause damaging backlash on the 
producers as well.

In the third place, our Treasury studies of supply 
and demand elasticity indicate that reductions in demand 
need not be very great to reduce the total size of the oil 
market significantly. Reductions in demand due to present 
prices coupled with increases in competing supplies will 
result in a steady reduction in OPEC ' s  market. Thus,
Treasury studies show that fo r  a wide range of plausible 

demand and supply elasticities, recent price increases, if
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maintained, will cost OPEC a sizeable fraction of its sales.
I sensed real concern in Saudi Arabia and Kuwait about 

these questions. Both Governments have requested that we 
continue our discussions of energy issues and, in particular, 
they are interested in our estimates on the projected U.S. 
needs for oil from the oil-producing countries.

In conjunction with some of the discussions in the 
Middle East on the responsibility of oil producers to aid 
lesser developed nations, I would like to provide the 
Subcommittee with the following examples of constructive 
actions taken by the OPEC' countries:
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1. Six OPEC countries have pledged over $3 billion 

’to a special facility in the IMF to provide supplementary 
financing for oil importing countries. Four more OPEC 
countries are considering contributions. It is contem
plated that this facility would be somewhat below market 
rates, but not in the concessional area, and would help 
both developing countries and developed countries with 
balance of payments problems arising from increased oil 

costs.
2. Kuwait is expanding its Economic Development 

Fund from .approximately $600 miH'ion to over $3 billion. 
Assistance from the Fund will no longer be confined to 
Arab nations, and the new funds are Lo ue lent on a con
cessional basis. Expansion.of operations from current 
levels may be relatively slow because of the Fund’s short
age of qualified technical personnel, but the World Bank 
has offered technical assistance to overcome this staffing 

problem.
3. Iran is extending over $1 billion in bilateral 

project assistance on favorable terms to'Middle East and 
South Asian countries in addition to providing special 
price and financing arrangements for certain of its oil 
exports. Saudi Arabia and Iraq are extending similai 
project and/or oil financing facilities in the region.
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4. Venezuela is actively negotiating the establish
ment of a $500 million trust fund with the Inter-American 

Bank for concessional lending. Venezuela is also making

a further $30 million available to the Caribbean Development 
Bank.

5. Negotiations were completed in May on a-charter 
for a 24-member Islamic Development Bank, with an initial 
capital in excess of $1 billion. Formal approval is with 
an operational target of end-1974.

6. On the basis of less definite informationMiddle 
•East OPEC countries appear to be considering special funds 
for Africa total 1ing. perhaps $500 million, including a $200 
million fund which would initially help with financing oil 
imports and then be recycled into longer term projects.

While we do not have complete and detailed information 
on all the financial initiatives, I think the preceding 

list amply indicates that oil producers are channelling a 
portion of their resources to the poorer countries, that 
at least a part of these resources is being made available 
on the favorable terms that the situation requires, and 
that we can anticipate still more constructive steps in 
the future.
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EUROPE | H

A f t e r  my d i s c u s s i o n s  i n  t he  M i d e a s t ,  I was  p l e a s e d  

to  ha ve  t*he o p p o r t u n i t y  t o  meet  w i t h  a number  o f  E u r o p e a n  

l e a d e r s .  I n  my v i e w ,  a c l o s e  a c q u a i n t a n c e ,  and 

f r e q u e n t  and i n f o r m a l  c o n v e r s a t i o n s  w i t h  t h o s e  r e s p o n s i b l e  

f o r  e co n o m i c  and f i n a n c i a l  p o l i c y  a b r o a d  a r e  more  t h a n  

a u s e f u l  t r a d i t i o n  - -  t h e y  a r e  an e s s e n t i a l  p a r t  o f  o u r  

management  o f  an i n c r e a s i n g l y  c o m p l e x  w o r l d  e conomy .

Th e r e  i s  n o : s u b s t i t u t e  f o r  a f a c e - t o - f a c e  d i s c u s s i o n  o f  

t he  c u r r e n t  p r o b l e m s  o u r  n a t i o n s  f a c e  d o m e s t i c a l l y  a s  

we l l  a s  i n t e r n a t i o n a l l y .  O n . t h i s  o c c a s i o n ,  I p a r t i c u l a r l y  

we lcomed the  c h a n c e  t o  meet  M i n i s t e r  F o u r c a d e  i n  F r a n c e  

and M i n i s t e r  C o l o m b o  i n  I t a l y ,  s i n c e  b o t h  had m i s s e d  t h e  

Co mmi t t ee  o f  T w e n t y  M e e t i n g  i n  W a s h i n g t o n  i n  J u ne  b e c a u s e  

o f  t h e  p r e s s  o f  d o m e s t i c  m a t t e r s .

T h i s  S u b c o m m i t t e e  ha s  i n  i t s  p r e v i o u s  h e a r i n g s  t o u c h e d  

on t h e  p r o b l e m s  o f  r e - c y c l i n g  o i l  money ,  and I w i l l  o f f e r  

some comments  on t h a t  s i t u a t i o n  i n  l i g h t  o f  my t a l k s  i n  

E u r o p e .  Many  o f  o u r  d i s c u s s i o n s  i n  E u r o p e  were  c o n c e n t r a t e d  

on t h e  p r o b l e m s  o f  f i n a n c i n g  o i l  s u r p l u s e s  and d e f i c i t s  

and t he  a b i l i t y  o f  p r i v a t e  f i n a n c i a l  m a r k e t s  t o  h a n d l e  

the  a n t i c i p a t e d  v a s t  f l o w s  o f  f u n d s .  L e t  me make c l e a r  

a t  t h e  o u t s e t  t h a t  t h e r e  was  g e n e r a l  r e c o g n i t i o n  t h a t  t h e  

p r i v a t e  m a r k e t s  f a c e  a s e r i o u s  c h a l l e n g e .  T h e r e  w i l l  be
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s t r a i n s  i n  t he  f a c e  o f  t h i s  c h a l l e n g e .  B u t  no one  was  t a l k i n g  

a b o u t  i m p e n d i n g  f a i l u r e  o f  f i n a n c i a l  m a r k e t s  g e n e r a l l y  o r  

o f  t h e  m o n e t a r y  s y s t e m .  No r  was  t h e r e  w o r r y  t h a t  o i l  m o n i e s  

w i l l  be c a p r i c i o u s l y  s h i f t e d  f r o m  one  m a r k e t  t o  a n o t h e r  

t h e r e b y  d i s r u p t i n g  t h e  f o r e i g n  e x c h a n g e  and f i n a n c i a l  

m a r k e t s .  A l l  o f  o u r  e x p e r i e n c e  c o n f i r m s  t h a t  t h e  f i n a n c i a l  

a u t h o r i t i e s  o f  t h e  A r a b  c o u n t r i e s  i n t e n d  t o  manage  t h e i r  

o i l  r e v e n u e s  i n  a c o n s e r v a t i v e  and r e s p o n s i b l e  m an ne r .

The  p r o v l e m s  o f  r e - c y c l i n g  o i l  r e v e n u e s  do n o t  a r i s e  

f r o m  t h i s  s o u r c e .  T he y  d e r i v e  r a t h e r  f r o m  t h e  v e r y  l a r g e  

m a g n i t u d e s  i n v o l v e d  and t he  a b r u p t  a d j u s t m e n t s  r e q u i r e d  t o  

h a n d l e  s u c h  m a g n i t u d e s .  OPEC o i l  r e v e n u e s  a r e  p r e s e n t l y  

r u n n i n g  a t  an a n n u a l  r a t e  o f  some $ 1 0 0  b i l l i u n .  T h a t  i s  

on t h e  b a s i s  o f  p r e s e n t  o i l  p r i c e s ,  and  s u b j e c t  i o  a g r e a t  

many u n c e r t a i n t i e s .  Some o f  t h e s e  r e v e n u e s  a r e  s p e n t  on 

i m p o r t s  and o t h e r  c u r r e n t  c o n s u m p t i o n ,  and t h e  b a l a n c e
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is available for investments and loans and so on. There 
are uncertainties here, too, but again it is convenient 
to think in terms of perhaps some 60 percent of total 
OPEC oil revenues available for investment in one form 
or another -- roughly $60 billion at the present annual 
rate. By any standards, this represents a lot of money 

to be re-cycled. • *
I should caution very strongly, however, against 

extrapolating these figures into the future. You know 
already my views about oil prices. In addition, there 
are estimates which suggest that the OPEC countries may be 
able to make rapid strides toward expanding their imports 
and spending their oil revenues. Given these prospects, 
there is in my view no basis for some of the extreme 
projections of OPEC investments exceeding the trillion 

dollar level within a decade or so.
But no one should ignore the potential difficulties 

facing both the private financial markets and governments 

in dealing with the large • qapital flows expected this year

That is the matter which we discussed in Europe.
As far as the private markets were concerned, we weie

careful to approach this question quite apart fiom the 
difficulties of a few individual banks which have over
extended themselves in trading primarily in the forward
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exchange markets. Forward trading is important to the 
proper functioning of the foreign exchange markets, 
but clearly some of these institutions simply got in 
over their heads.

Apart from these cases, we observed that the private 
financial system was doing a remarkable job of handling 
very large expanded operations. The financial inter
mediaries are, of course, adjusting their practices in 
the face of changed circumstances, in particular proving 
themselves unwilling to pay the same rates for short 
maturity deposits they canjiot easily use as for longer- 
term deposits they can re-lend prudently. They are also 
becoming more active as brokers, arranging direct 
placements. And the lenders are exploring other channels 
for their funds, thus easing the pressures on the financial 
intermediaries. I refer here not only to the talks we 
have been having with Middle Eastern financial authorities 
about possible purchases of U.S. Special Securities but 
also about such developments as the recently announced 
Iranian advances to France and the U.K., and their 
investment in the Krupp concern in Germany.

It is true, of course, that world capital markets are 
very large even in comparison to prospective OPEC oil 
monies. To take the U.S. market alone: U.S. corporate
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assets are estimated at well in excess of $2 trillion, 
and equity and debt securities outstanding at the end 
of last year amounted to some $1.8 trillion. Even the 
relatively young "Euro.Currency” market had at the end 
of last year, before the new oil prices had much impact 
on capital flows, grown to over $150 billion. Today,

that market probably approaches $200 billion.
As for the role of governments in facilitating the 

flow of money through private markets and directly in 
the re-cycling process, the first responsibility of 
governments is to maintain those economic and financial 
conditions that are conducive to sound economic activity.
In the present circumstances, this means firm policies 
to deal with inflation and the avoidance of sharp turns

4*»

in policies. I can see nothing but trouble if we yield 
to inflation.

A second area of governmental responsibility involves 
the surveillance and supervision of banking practices.
Cases of faulty management in the foreign exchange dealings 
of some banks, for example, suggest it is a time for careful 
attention by supervisory authorities to the practices of 
individual institutions. In my talks in Germany, I was 
interested to have an explanation of the steps being taken 
there to obtain better control of bank activities.
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Yet another role of governments, or more commonly, 
of central banks, is that of assuring the smooth functioning 
of the financial system as a whole. The public authorities 
cannot be asked to provide compensation for the mistakes 
of management: They can properly be asked to see that 

the solvency problems of one institution do not snowball 
into severe liquidity problems for the entire system.

Beyond facilitating flows of funds through the private 
markets, there is also a proper role for governments 
directly in the re-cycling process.

Here I think first of the problems of the countries 
most seriously affected by the.oil price increases. Not 
surprisingly these áre the poorest countries of the world.
I am encouraged that the oil exporting countries aré 
beginning to recognize their responsibilities by expanding 
their assistance, both directly and indirectly, to some of 
these hardest hit countries. But there remains an urgent 
need to organize the necessary assistance for some countries 
where action by the oil exporters and reallocations within 
existing programs do not bring these problems to a manageable 
level. Progress toward that end was initiated at the June 
meeting of the Ministers of the Committee of 20 when it was 
agreed that a new Development Council would be established 
and that it would give priority attention to the problems 
of these most seriously affected countries.
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That 020 meeting also agreed on another important 
step involving governments in the re-cycling process, by 
establishing the special oil facility in the International 
Monetary Fund that I mentioned earlier.

Governments and central, banks of the main countries 
have, in addition, an extensive network of swap arrange
ments developed first in the 1960’s. Although not 
appropriate for long-term financing of oil deficits, 
they can serve usefully to assist in dealing with short
term pressures in the exchange markets.

The responsibility of governments does not end with 
these steps. In my conversations abroad, we were very 
keenly aware of the need to follow closely developments 
in the markets and, if necessary, develop new mechanisms 
to channel oil funds. We will be working on contingency 
plans which will allow us to act quickly and positively 
should need arise.

The breadth and diversity of U. S. capital markets 
suggest that we will attract a substantial share of OPEC 
funds. My European colleagues expressed some concern, 
in fact that these flows to the IJ. S. would exceed levels 
needed to finance our increased oil bills. Although they
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recognized there was no evidence that such excessive 
inflows to the U.S. were in fact occurring they were 
interested in what our reaction would be.

Our reaction to this potential problem is already 
a matter of record. Earlier this year we removed our 
capital controls and opened our markets to foreign 
borrowers again on the basis prevailing before imposition 
of restraints over a decade ago. Under these circumstances, 
should there be substantial investments in U.S. Govern
ment securities, this would reduce our official borrowing 
from domestic sources and free resources for lending 
abroad. We have offered OPEC nations an opportunity to 
place a portion of their funds in special U.S. Government
securities, and there is deep interest on their part in| E wff V . ; ffiling
such placements. But this is a matter of convenience, 
not an attempt to attract excessive investments here.
No special inducements are offered -- merely the opportunity 
of government-to-government transactions which enable the 
investor to transact very large sums without influencing 
the market against himself. It is a facility we would 
offer -- and have offered -- a number of foreign nations 
holding very large dollar balances.
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To a large extent, I returned from my meetings in the 
Middle East and Europe reassured that a firm basis exists 
for dealing with the critical problems of the day in a 
cooperative framework. We have put the mechanisms in 
place that will enhance economic development and at the same 
time establish closer relationships with these countries. 
Strengthening their economies is in the best interest of 
the entire world. I believe we have taken the necessary 
first steps in that effort and now we must work together 
to implement these initiatives. T am confident, that we 
have the will and the resources to succeed in this critical 

task.

- 0O0 -
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STATEMENT BY THE HONORABLE WILLIAM E. SIMON 
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THE SUBCOMMITTEE ON THE NEAR EAST AND SOUTH ASIA 
THE HOUSE FOREIGN AFFAIRS COMMITTEE 

MONDAY AUGUST 12, 1974 AT 2:00 P.M. EDT

MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE:
I am delighted to have the opportunity to be here today 

to discuss my recent trip to the Middle East and Europe. As 
a related part of the discussion, I think it is important 
because of your interests to also cover the effect on the 
U.S. and world economies of increased capital flows to the 
oil exporting countries.

The purpose of my trip was to continue our recent dip
lomatic efforts to achieve a durable and lasting peace in the 
Mideast. I believe that peace and economic progress are 
interrelated issues. Without peace, we cannot have economic 
progress. With economic progress, however, we can minimize 
the possibility of renewed hostilities. Fortunately, the 
diplomatic efforts of the President and Secretary Kissinger 
in recent months have established a framework for peace 
and stability in the Middle East that hasn't existed for three 
decades and President Ford intends to pursue this policy in 
the months ahead. After my own meetings, I am optimistic 
that we can help the Middle East countries strengthen their 
economies and achieve needed industrialization and development, 
which in turn will contribute greatly to the cause of peace.
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BACKGROUND
Before outlining the highlights of each of my visits, 

it would be useful to explain the background of how the trip 
developed. Prince Fahd of Saudi Arabia visited the United States 
in early June, and at that time we established a Joint Saudi - U.S. 
Economic Commission. This was a major step in establishing closer
economic relations between the United States and Saudi Arabia--
and we agreed to have working groups meet in Saudi Arabia in July.
Subsequently--when the President visited Egypt and Israel and
suggested that I visit those countries--we thought it would
be useful to go to all three Mideast countries and to open the 
working group sessions in Saudi Arabia. Kuwait was the final
stop on the Middle East portion of our trip--and offered us an
opportunity to bring the first high-level U.S. delegation to a 
country which has increasingly occupied a critical role not 
just in energy affairs, but world economic affairs as well. The 
balance of our trip was devoted to continuing our economic con
sultations with finance ministers and other leaders in Germany, 
Italy, France and England.

As I’ll describe in detail, all of our meetings--whether they
were with heads of state, finance ministers, petroleum ministers, 
central bankers, or members of the private sector— were based 
on mutual concerns: striving for political stability and economic 
stability... and our shared pursuit for peac 

perity.

e and economic pros-



EGYPT
The visit to Egypt was in many respects one of the most 

intriguing aspects of our trip. While the visit was aimed at 
seeing how we could assist the Egyptians in strengthening their 
economy, I was especially aware of Egypt*s unique historical role 
as a seat of political and cultural leadership in the entire 

Middle East.
We were there not only to offer assistance, but to learn 

as much as we possibly could about the dimensions of Egypt*s economy, 
about their emerging economic aspirations, and— most important—  
about the shape of President Sadat's program to progressively 
return Egypt's economy to an open, and more liberal, system.

I would especially like to stress the point that in our 
meetings with President Sadat, Deputy Prime Minister Hegazi, 
and Finance Minister Fatah, the Egyptian leaders repeatedly 
reaffirmed their gratitude for President Nixon and Secretary 
Kissinger's role in securing an initial framework for peace in 
the Middle East.

Our stay in Egypt was marked with intense, frank and cor
dial discussions which brought a number of tangible results:

-- In addition to groups that have already been formed in 
scientific and technological cooperation, medical cooperation, 
and cultural exchange, we agreed to establish a senior working
group--to focus on economic development and investment. A
broad cross section of representatives from the Departments of



State, Agriculture, Commerce, Treasury, and other agencies will 
participate and Assistant Secretary of the Treasury Gerald Parsi 
will serve as co-chairman. The Egyptians agreed to name a co- 
chairman shortly.

This work group will contain five subcommittees to cover:
(1) Investment
(2) Domestic development and industrialization
(3) Foreign trade
(4) Agriculture
(5) Suez Canal reconstruction and development
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We e x c h a n g e d  d o c u m e n t s  a c t i v a t i n g  t h e  I n v e s t m e n t  

G u a r a n t e e  A g r e e m e n t  i n  o r d e r  t h a t  t h e  U . S .  O v e r s e a s  P r i v a t e  

I n v e s t m e n t  C o r p o r a t i o n  ( 0 P I C ) may i n s u r e  new U . S .  p r i v a t e  

i n v e s t m e n t s  i n  E g y p t .  T h i s  s t e p  was  made p o s s i b l e  by  t h e  

d e c i s i o n  a n n o u n c e d  e a r l i e r  t o  e s t a b l i s h  a J o i n t  C o m m i s s i o n  

t o  s e e k  s e t t l e m e n t  o f  U . S .  P r i v a t e  c l a i m s  a g a i n s t  t h e  

g o v e r n m e n t  o f  E g y p t .

We d i s c u s s e d  t h e  p o s s i b l e  u t i l i z a t i o n  o f  r e s o u r c e s  

t r a n s f e r r e d  f r om  t h e  U . S ,  t o  E g y p t  t h r o u g h :

( 1 )  t h e  $ 2 5 0  m i l l i o n  o f  e c o n o m i c  a s s i s t a n c e  w h i c h

ha s  been  p r o p o s e d  to  t h e  C o n g r e s s  f o r  t h e  c u r r e n t  

f i s c a l  y e a r  and w h i c h  I u r g e  C o n g r e s s  t o  a c t  

.upon f a v o r a b l y

( 2 )  a p o s s i b l e  p r o g r a m  o f  P L - 4 8 Q .  s a l e s  o f  U . S .  

agricultural p r o d u c t s  t o  E g y p t  on t h e  b a s i s  o f  

l o n g - t e r m  l o a n s  on f a v o r a b l e  t e r m s ;

( 3 )  i n c r e a s e d  u s e  o f  t h e  f a c i l i t i e s  o f  t h e  U . S .  

E x p o r t - I m p o r t  Bank  t o  a s s i s t  o t h e r  U . S .  

e x p o r t s  t o  E g y p t  on a l o n g - t e r m  c r e d i t  b a s i s .

We a l s o  d i s c u s s e d  way s  i n  w h i c h  we c a n  w o r k  

t o g e t h e r  i n  q u a l i f y i n g  E g y p t  f o r  t h e  maximum i n  f i n a n c i a l  

s u p p o r t  f r om  t h e  W o r l d  B a n k ,  t h e  I n t e r n a t i o n a l  M o n e t a r y  

F un d ,  and o t h e r  o f f i c i a l  a g e n c i e s  b o t h  n a t i o n a l  a nd  i n t e r 

n a t i o n a l  .
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r -  Not  o n l y  d i d  we d i s c u s s  t h e  p r o v i s i o n  o f  f i n a n c i a l  

a s s i s t a n c e ,  bu t  a l s o  o f  v a l u a b l e  t e c h n i c a l  a s s i s t a n c e  

f r om  t he  I J .S .  i n  many f i e l d s ,  i n c l u d i n g  t h e  f i e l d s  o f  

f i n a n c i a l  a d m i n i s t r a t i o n ,  i n c l u d i n g  d e b t  ma nag em en t ;  t a x  

a d m i n i s t r a t i o n ;  s t a t i s t i c s ;  a g r i c u l t u r e ;  p o p u l a t i o n  c o n 

t r o l ;  b u i l d i n g  and  e l e c t r i c a l  c o d e s  and s t a n d a r d s ;  and  many 

o t h e r  a r e a s .

- -  F u r t h e r ,  we a g r e e d  to  e x p l o r e  t he  p o s s i b i l i t y  o f  

e s t a b l i s h i n g  a P r o j e c t  D e v e l o p m e n t  I n s t i t u t e  w h i c h  w o u l d  

a s s i s t  i n  t he  d e v e l o p m e n t  o f  v i a b l e  p r o j e c t s  by p r o v i d i n g  

a m e ch a n i s m  f o r  f e a s i b i l i t y  s t u d i e s ,  t h u s  s e r v i n g  a s  an 

i n d u c e m e n t  t o  i n c r e a s e d  i n v e s t m e n t  i n  E g y p t .

We a l s o  e x p l o r e d  a d d i t i o n a l  way s  i n  w h i c h  we can  

wo r k  t o g e t h e r  t o  a t t r a c t  p r i v a t e  i n v e s t m e n t  t o  E g y p t  n o t  

j u s t  f r o m  t he  U . S .  b u t  f r om  a l l  p a r t s  o f  t h e  w o r l d ,  

p a r t i c u l a r l y  i n v e s t m e n t  made j o i n t l y  w i t h  t h e  b e n e f i t  o f  

U . S .  t e c h n o l o g i c a l  c o n t r i b u t i o n s .  I n  a d d i t i o n  t o  a c t i v a t i o n  

o f  t h e  G u a r a n t y  P r o g r a m ,  m e n t i o n e d  a b o v e ,  we o f f e r e d  t o  

a s s i s t :

( 1 )  i n  p u b l i c i z i n g  t he  p r o v i s i o n s  o f  t h e  new 

E g y p t i a n  I n v e s t m e n t  Law,

( 2 )  i n  m a k i n g  w i d e l y  known t h o s e  a r e a s  i n  w h i c h  

E g y p t i a n  a u t h o r i t i e s  b e l i e v e  t h e r e  a r e  p r o m i s i n g

* o p p o r t u n i t i e s  f o r  i n v e s t m e n t  i n  E g y p t ,  and



( 3 )  by  n e g o t i a t i n g  a t a x  t r e a t y  to*  p r o v i d e  a 

s e c u r e  b a s e  f o r  i n v e s t o r  a c t i v i t y .

A f t e r  t h i s  f i r s t  v i s i t ,  I  h a ve  c o n c l u d e d  t h a t  

t h e r e  i s  g r e a t  p o t e n t i a l  f o r  i n v e s t m e n t  i n  E g y p t .  T he y  

want, i n v e s t m e n t  and  a r e  l o o k i n g  f o r  w a y s . t o  a t t r a c t  i t .

F o r  i n s t a n c e ,  w h i l e  we we re  i n  E g y p t ,  D r .  H e g a z i  a n n o u n c e d  

the  a c c e p t a n c e  o f  p e r m i t s  f r om  f o u r  m a j o r  U . S .  b a n k s  t o  

e s t a b l i s h  o f f i c e s  i n  E g y p t .  T h i s  was  a mo s t  s i g n i f i c a n t  

i n d i c a t o r  o f  E g y p t ' s  c ommi tmen t  t o  a t t r a c t i n g  U . S .  

i n v e s t m e n t  and o f  m o v i n g  t o  l i b e r a l i z e  t h e i r  e con omy .

As you know, Egyptian Foreign Minister Fahmi is leading 
a high level delegation that is meeting here in Washington this 
week. In addition, members of Minister Fahmi's delegation 
will be-meeting Assistant Secretary Parsky to discuss areas of

economic and financial cooperation.
In my own view, this is further evidence of our common com 

mitment to* ensure that the spirit and momentum of our initial 
meetings in Cairo last month is carried forth.. *
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• ISRAEL
After my- talks in Egypt,' I visited Israel. During

our one and a half days of intensive consultations with
*

Prime Minister Rabin, and other key members of the 
' Israeli Cabinet., we moved in a deliberate fashion to 

find ways to attract investment to Israel and to expand 
trade with the U.S. To assist in these efforts we t.ook 

the following actions:
established a Joint U.S.-Israel Committee on 

Trade and Investment co-chaired by Finance Minister 
Rabinowitz and me. We also agreed to establish four 
subcommittees dealing with a) investment, b) trade,
C) raw materials, and J) research and development.

-- invited Finance Minister Rabinowitz to visit 
the U.S. for the first meeting of the Joint Committee 
in early November and he accepted.

agreed to explore ways to establish a Joint 
U.S.-Israel Economic Council consisting of private U.S. 
businessmen and Israeli private business and government 
representatives.. f

We indicated that we are prepared to assist Israel 
by providing a broad-range of technical assistance and 
expertise. We also agreed to explore the possibility
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o f  a t a x  t r e a t y  and o t h e r  i n c e n t i v e s  t h a t  may s t i m u l a t e  

p r i v a t e  i n v e s t m e n t  i n  I s r a e l

I  b e l i e v e  my v i s i t  t o  I s r a e l  d e m o n s t r a t e d  t h a t  

ou r  new e c o n o m i c  r e l a t i o n s h i p s  i n  t h e  o t h e r  a r e a s  o f  

t he  M i d d l e  E a s t  i n  no way s i g n i f y  a d i m i n u t i o n  o f  o u r  

s e n s i t i v i t i e s  t o  I s r a e l ' s  n e e d s  and  o u r  d e s i r e  t o  

work  c o o p e r a t i v e l y  w i t h  them.

SAUDI ARABIA
My v i s i t  t o  S a u d i  A r a b i a ,  w h i c h  f o l l o w e d  t h e  t a l k s  i n  

I s r a e l ,  was  p a r t  o f  o u r  c o n t i n u i n g  e f f o r t s  t o  e s t a b l i s h  

a c l o s e r  e c o n o m i c  r e l a t i o n s h i p  -wi th  t h e  S a u d i s .  The  t r i p  

f o l l o w e d  t h e  P r e s i d e n t ' s  J u ne  m e e t i n g  i n  t h a t  c o u n t r y ,  

as  w e l l  a s  P r i n c e  F a h d ' s  J u ne  v i s i t  t o  W a s h i n g t o n - - . - w h e n  

we e s t a b l i s h e d  t h e  J o i n t  S a u d i - U . S .  E c o n o m i c  C o m m i s s i o n  

and t h e  J o i n t  W o r k i n g  G r o u p s  t o  d e a l  w i t h  t h e  s p e c i f i c  

a r e a s  o f  i n d u s t r i a l i z a t i o n ,  manpower  and  e d u c a t i o n ,  

s c i e n c e  and t e c h n o l o g y  and  a g r i c u l t u r e .

A t  t h e  o u t s e t ,  i t  i s  i m p o r t a n t  t o  p o i n t  o u t  t h a t  

S a u d i  A r a b i a ' s  growing a c c u m u l a t i o n  o f  m o n e t a r y  r e s e r v e s - -  

w h i ch  t o d a y  e x c e e d  t h e i r  a b i l i t y  t o  a b s o r b  them d o m e s t i 

c a l l y -----h a s  confronted them  w i t h  a t w o - p a r t  c h a l l e n g e :
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* First, how can they spend their resources at home
in such a way as to diversify their economy and industrialize

\

their country, so that their reliance on oil will be diminished 
•Make no mistake about it, the Saudis are looking beyond the 
day of oil primacy.

Second, how can they invest their funds abroad in a 
fashion that will maximize profit without creating unwieldy 
and unwanted pressures on the world monetary system.

During the visit, we.held intense and broad-ranging 
discussions not only on the economic. goals of Saudi '
Arabia but also on their investment objectives as well.
We outlined a proposal for investment in U.S. -Treasury 
Special Issues, and began an initial discussion of the 
advantages both countries would share in negotiating a 
tax treaty.

Further, we discussed the impact of world oil prices 
on the developed and less developed countries. They H;-r <
recognize the effects of high oil prices and have clearly 
been working toward achieving more reasonable prices. In 
this regard I believe it's important to note that during 
our visit, Oil Minister Yamani announced the Saudis' 
intention to hold an oil auction in August. The amount of 
oil to be auctioned is, at this point, uncertain, but we 
received assurances that the bid price will be accepted.
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Finally, I opened the initial meeting of the Joint 
Working Group on Industrialization. This group and 
the group focusing on Manpower and Education met 
for a week after I left. These groups had representation 
from our Departments of State, Commerce, Labor, HEW, and 
AID, and Assistant Secretary of the Treasury Gerald Parsky 
remained behind to coordinate both groups. I belreve 
these groups accomplished a great deal during these first 
meetings. Let me briefly outline what was agreed to:

1) We.will enter into a comprehensive U.S.
Government-Saudi Technical Cooperation Agreement for 
reimbursement of technical services to our government;

2) The U.S. Government will assign a number of 
U.S. Government experts to work full, time in Saudi Arabia 
as part of the Joint Commission effort;

3) During August, the U.S, Government will send

experts to Saudi Arabia for a temporary period

i) to improve the Saudi statistical and

industrial information base,

ii) to advise on customs,

J iii.i) to improve on port management, and

i v) to advisc on environmental and pollution

standards.
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4) During* September, the U.S. Government will send 

additional experts for a temporary period
i) to improve standards for industrial 

construction,
ii) to advise on the development of marine 

fisheries,
iii) to advise on establishment of international 

standards for protection of patents and 
copyrights, and

iv) to advise on the improvement of communi
cation facilities.

5) The U.S. Corps of engineers will be requested 
to expand its role beyond that now performed for the 
Saudi Ministry of Defense to assist oh important infra
structure projects needed for industrialization in Saudi 
Arabia. .

6) Two Saudi representatives will visit TVA during 
the next two months to recommend the types of TVA assist
ance needed in the Saudi program to increase fertilizer 
product ion.

7) Finally, the Joint Working Group on Industralizat 

will meet again in late September in Washington.

i on
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In addition, the working' group on Manpower and 
Education agreed that:

1) In August, the U.S. will send three technical 
experts to Saud.i Arabia to evaluate current vocational 
training, including on-the-job training, and to develop 
a proposal for the establishment of technical assistance 
for additional training programs;

2) In September, the U.S. will send five experts 
to evaluate the overall Saudi educational system and 
recommend full assistance projects t-o implement improve
ments in the system;

 ̂1 Hiiv'-inri Ç ?» 11 oyn ortc  wi ”} 1 Ko co^t

to the U.S. to study government employee training and 
the petrochemical industry; and

4) Finally, during August and September 1974, the 
U..S. group agreed to mobilize U.S. resources in the 
following priority areas:

i) Access for Saudi students to U.S. educational facilities, particularly in law and medicine, 
including medical internships,,

ii) Institutional and program development for
Saudi universities and colleges,, particularly 
in business admfnistrati o n , industrial manage
ment, extension services (conducting special seminars), and technical services,
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iii) Professional recruitment and exchange, 
including seconding arrangements for 
•American professors to teach in Saudi 
Arabia, and visiting professors,

iv) Establishment of junior colleges, preferably 
utilizing existing university facilities, and

v) Development of technical-level training 
program in the petrochemical field.

We plan to hold the initial meetings of the third 
and fourth working groups, on Agriculture and Science 
and Technology, in Saudi Arabia in September. We are 
hopeful that they will be as successful.



15

KUWAIT

Following our stop in Saudi Arabia, we made a brief 
visit to Kuwait. Our meetings there were especially 

significant from a number of viewpoints.
First, they marked the first visit of a high-level 

delegation to this critical oil-producing country which, 

in the last decade, has come to occupy a position of 
growing importance in the world community.

Second, I had extensive and quite frank discussions 
with Kuwaitfs Minister of Oil and Finance Abdul Rahman 
Atiqi regarding the price of oil.’ There are still con
siderable differences of opinion on this subject but it 
was a most constructive dialogue and opened the way for 
future discussions.

Third, we had an opportunity to discuss the Kuwaitis 
investment objectives, as well as their willingness to 
assist not only developing Arab countries, but countries 
throughout the world through such vehicles as the Kuwait 

Fund.
The Kuwaitis were most interested in receiving as 

much information as possible regarding the possibility of 
Treasury Special Issues. They recognized that the U.S. 
capital market is the most liquid and stable in the world 
economic community and were interested in the unique 
opportunities Special I s s u e s  avail to the large-scale in

vestor .
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With respect to energy issues, I think it was signifi

cant that they asked that we send Treasury energy experts 

to give them a thorough briefing on the econometric studies 

which support our view that lower oil prices are not only 
in the interests of the consuming nations, but the produc
ing nations as well. These meetings took place Within 
days after my departure from Kuwait.
ENERGY POLICY MATTERS

Before discussing the European part of the trip, I 
think it would be appropriate to summarize certain oil 
policy issues that certainly were underlying my visits in 
the Mideast.

I am sure that Members of this Subcommittee are well 
aware of the viewpoint 1 have expressed about the present 
surplus and future declining price of oil. But I would 
like to add to the overview, I have already given publicly.

At various times during my talks, I stressed the fact 
that cutbacks in production, even apart from the political 

and security implications for the producers, would turn out 

to be economically harmful to the producers for three reasons. 
In the first place, the price effects of such cutbacks 
would inevitably lead to such further intensification of 
research and Investment relating to alternative sources 
of energy and to alternatives to energy use that the effect 
would be to reduce the total value which the exporters



would receive for their oil over the life of their 

producing fields. Cutbacks might bring a higher price 
for a short period, but they would bring a more than 
offsetting reduction in revenues for a long time 

thereafter -- in view of the importers' increased 
commitment to alternatives.

In the second place, maintenance of present costs 
of export oil -- even with no increase -- would threaten 
severe economic -- and, in some cases, political -- 
damage to a large number of consuming countries to an 
extent which could not help but cause damaging backlash 
on the producers as well.

In the third place, our Treasury studies of supply 
and demand elasticity indicate that reductions in demand 
need not be very great to reduce the total size of the 
oil market significantly. Reductions in demand due to 
present prices coupled with increases in competing 
supplies will result in a steady reduction in OPEC's 
market. Thus-, Treasury studies show that' for a wide 
range of plausible demand and supply elasticities, recent 
price increases, if maintained, will cost OPEC a sizeable 
fraction of its sales.
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I sensed real concern in. Saudi Arabia and Kuwait, about 
these questions. Both Governments have requested that we 
continue o\:r discussions of energy issues and, in particular, 
they are interested in our estimates on the projected U.S. 
needs for oil from the oil-producing countries.

In conjunction with some of the discussions in the 
Middle East on the responsibility of oil producers to aid 
lesser developed nations, I would like to provide the 
Subcommittee with the following examples of constructive 
actions taken by the OPEC countries:



- 1. Six OPEC countries have pledged over $3 billion 
to a special facility in the IMF to provide supplementary 
financing for oil importing countries. Four more OPEC 

countries are considering contributions. It is contem
plated that this facility would be somewhat below market 
rates, but not in the concessional area, and would help 
both developing countries and developed countries with 
balance of payments problems arising from increased oil 

costs.
2. Kuwait is expanding its Economic Development 

Fund ffbm approximately $600 million to over $3 billion. 
Assistance from the Fund will no longer be confined to 
Arab nations, and the new funds are to be lent on a con
cessional basis. Expansion of operations from current 

levels may be relatively slow because of the Fund's short
age of qualified technical personnel, but the World Bank 
has offered technical assistance to overcome this staffing 

problem.
3. Iran is extending over $1 billion in bilateral 

project assistance on favorable terms to Middle East and 
South Asian countries in addition to providing special 
price and financing arrangements for certain of its oil 
exports. Saudi Arabia and Iraq are extending similar 
project and/or oil financing facilities in the region.
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4. Venezuela is actively negotiating the establish
ment of a $500 million trust fund with the Inter-American 

Bank for concessional lending. Venezuela is also making

a further $50 million available to the Caribbean Development 
Bank.

5. Negotiations were completed in May on a charter 
for a 24-member Islamic Development Bank, with an initial 
capital in excess of $1 billion. Formal approval is with 
an operational target of end-1974.

6. On the basis of less definite informationMiddle 
East OPEC countries appear to be considering special funds 
for Africa tota 11 ing. perhaps $500 million, including a $200 
million fund which would initially help with financing oil 
imports and then be recycled into longer term projects.

While we do not have complete and detailed information 
on all the financial initiatives, I think the preceding 

list amply indicates that oil producers are channelling a 

portion of their resources to the poorer countries, that 
at least a part of these resources is being made available 
on the favorable terms that, the situation requires, and 
that we can anticipate still more constructive steps in
the future.
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EUROPE
After these discussions in the Midcast, I was 

pleased to have the opportunity to meet with a number 
of European leaders. In my view, a close acquaintance, 
and frequent and informal conversations with those 
responsible for economic and financial policy abroad 
are more than a useful tradition -- they are an 
essential part of our management of an increasingly 
complex world economy. There is no substitute for a 
face-to-face discussion of the current problems our. 
nations face domestically as well as internationally.
On this occasion, I particularly welcomed the chance to 
meet- Minister Fourcade in France and Minister Colombo 
in Italy, since both had missed the Committee of Twenty 
Meeting in Washington in June because of the press of 
domestic matte*s.

This Subcommittee in the past has expressed specific 
interest in the problems of re-cycling oil money, and I will 
offer some cornme.nts on that situation in light of my talks 
in Europe. But I do at the outset want to make clear that 
this was net the only topic of concern -- specifically, 
the problem of inflation was very much of the minds of 
the leaders with whom I spoke.
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Inflation is the number one economic problem facing 

the world to'day. All of Europe is experiencing inflation 
rates unacceptable by past standards. And in a world 
grown increasingly interdependent through rapid growth 
of international commerce, it is increasingly recognized 
that we all share a common interest in the success of 
each other’s anti-inflationary policies. .

Inflation rates are too high everywhere. But they 
differ widely from country to country. Our record has 
not been good. But consumer prices have been rising even 
faster in Italy, in the United Kingdom and in Prance.
And even those countries can feel some relief that they 
"are not experiencing the extraordinarily rapid increases 
that Japan has been suffering:

It was the German experience which particularly drew 
my attention. That country has within living memory 
suffered most severely from uncontrolled inflation and 
accordingly one finds there a low tolerance • for inflation 
and strong support for policies, of restraint. The German 
authorities have for an extended time followed firm 
policies of demand management. I am convinced that these 
policies explain why inflation in Germany is less virulent 
than in other countries in a fundamentally similar situation
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Ôur‘discussions in Europe did focus on the problems 

of financing oil surpluses and deficits and the ability ? 
of private financial markets to handle the anticipated 
vast flows of.fund si Eët me make clear at the - outset 
that there was general recognition that the private 
markets face a serious challenge. There will be strains 
in the face of this challenge. But no one was talking 
about impending failure of financial markets.generally 
or of the monetary system. Nor was there: worry that 
oil monies will be capricious1 y shifted from one market 
to another thereby disrupting the foreign exchange and 
financial markets. ¿All'of our experience confirms that 
the financial authorities of the Arab countries intend 
to managë thèir oil revenues in a conservative and 

responsible "manner.  ̂ .i ]■
The problems of re-cycling oil revenues do not arise 

from this (source.' They- derive rather from, the vpry large 
magnitudes involved and the abrupt .adjustments required to 

handle such magnitudes j • OPEC oil revenues are presently 
running at an annua 1 rate of some $ 100 f l>fl 1 ion . ,,t That is 
on ihb'basis of present oil prices, fand jsuhjept to a great, 
many tmccrtairities; Someîof these revenues are spent 
on imports and other current consumption, and the balance
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is available for investments and loans and so on. There
* ,r '

are uncertainties here, too, but again it is convenient 
to think in terms of perhaps some 60 percent of total 

OPEC oil revenues available for investment in one form 
or another - - roughly $60 bill ion at • the present annual 
rate. By any standards, this represents a lot of money 
to be re-cycled.

I should caution very strongly, however, against 
extrapolating these figures into the future. You know 
already my views about oil prices. In addition, there 
arc estimates which suggest that the OPEC countries may be 
able to make rapid strides toward expanding their imports 
and spending their oil revenues. Given these prospects, 
there is in my view no basis for some of the extreme 
projections, of OPEC investments exceeding the trillion 
dollar level within a decade or so.

But no one should ignore the potential difficulties 
facing both the private financial markets and governments 

in dealing with the large capital flows expected this year, 
is the matter which wre discussed in Europe.

As far as the private markets were concerned, we were 
careful to approach this question quite apart from the 
difficulties of a few individual banks which have over- 
extended themselves in trading, primarily in the forward



exchange markets. Forward trading is important to the 
proper functioning of the foreign exchange markets, 
but clearly some of these institutions simply got in 

over their heads.
Apart from the£e cases, we observed that the private 

financial system was doing a remarkable job of handling 
very large expanded operations. The financial inter
mediaries are, of course, adjusting their practices in 
the face of changed circumstances, in particular proving 
themselves unwilling to pay the same rates for short 
maturity deposits they cannot easily use as for longer- 
term deposits they can re-lend prudently. They are also 
becoming more active as brokers, arranging direct 
placements. And the lenders are exploring other channels 
for their funds, thus easing the pressures on the financia 
intermediaries. I refer here not only to the talks we 
have been having with Middle Eastern financial authorities 
about possible purchases of U.S. Special Securities but 
also about such developments as the recently announced 
Iranian advances to France and the U.K., and their 
investment in the Krupp concern in Germany. .

It is true, of course, that world capital markets are 
very large even in comparison to prospective OPEC oil 

To take the U.S. market alone: U.S. corporatemom es.
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assets are estimated at well in excess of $2 trillion, 
and equity and debt securities outstanding at the end 
of last year amounted to some $1.8 trillion. Even the 
relatively young "Euro Currency” market had at the end 
of last year, before the new oil prices had much impact 
on capital flows, grown to over $150 billion. Today,

that market probably approaches $200 billion.
As for the role of governments in facilitating the 

flow of money through private markets and directly in 
the re-cycling process, the first responsibility of 
governments is to maintain those economic and financial 
conditions that are conducive to sound economic activity.
In the present circumstances, this- means firm policies 
to deal with inflation and the avoidance of sharp turns 
in policies. I can see nothing but trouble if we yield 

to inflation.
A second area of governmental responsibility involves 

the surveillance and supervision of banking practices.
Cases of faulty management in the foreign exchange dealings 

of some banks, for example, suggest it is ?a time for careful 
attention by supervisory authorities to the practices of 
individual institutions. In my talks in Germany, I was 
interested to have an explanation of the steps being taken 

there to obtain better control of bank activities.
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Yet another role of governments, or more commonly, 

of central banks, is that of assuring the smooth functioning 
of the financial system as a whole. The public authorities 
cannot be asked to provide compensation for the mistakes 
of management: They can properly be asked to see that 
the solvency problems of one institution do not snowball 
into severe liquidity problems for the entire system.

Beyond facilitating flows of funds through the private 
markets, there is also a proper role for governments 
directly in the re-cycling process.

Here I think first of the problems of the countries
most seriously affected by the oil price increases. Not
surprisingly these ¿re the poorest countries of the world.'
I am encouraged that the oil exporting countries are

’1 ”k:> ' - - i *»fli Qxi j a  t

beginning to -recognize their responsibilities by expanding 
their assistance, both directly and indirectly, to some of 
these hardest hit countries. But there remains an urgent 
need to organize the necessary assistance for some countries 
where action by the oil exporters and reallocations within 
existing programs do not bring these problems to a manageabl 
level. Progress toward that end was initiated at the June 
meeting of the Ministers of the Committee of 20 when it was 
agreed that a new Development Council would be established 
and that it would give priority attention to the problems 
of these most seriously affected countries.
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That ci^fr&meeting also agreed on another important 

step involving governments in the re-cycling process, by 
establishing the special oil facility in the International

. . IMonetary Fund that I mentioned earlier.
Governments and central banks of the main countries 

have, in addition, an extensive network of swap arrange
ments developed first in the 1960’s. Although not 
appropriate for long-term financing of oil deficits, 
they can serve usefully to assist in dealing with short
term pressures in the exchange markets.

The responsibility of governments does not end with 
these steps. In my conversations abroad, we were very 
keenly aware of the need to follow closely developments 

in the markets and, if necessary, develop new mechanisms 
to channel oil funds. We will be working on contingency 
plans which will allow us to act quickly and positively 
should need arise.

The breadth and diversity of li. S. capital markets 
suggest that we will attract a substantial share of OPEC 
funds. My European colleagues expressed some concern, 
in fact that these flows to the IJ. S.. would exceed levels 
needed to fjnpnce our increased oil bills. Although they
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recognized there was no evidence 
inflows to the U.S. were in fact 
interested in what our reaction would be.

Our reaction to this potential problem is already 
a matter of record. Earlier this year we removed our 
capital controls and opened our markets to foreign 
borrowers again on the basis prevailing before imposition 
of restraints ;over a decade ago. Under these circumstances, 
should there be substantial investments in U.S. Govern
ment securities, this would reduce our official borrowing 
from domestic sources and free resources for lending 
abroad. We have offered OPEC nations an opportunity to 
place a portion of their funds in special U.S. Government 
securities, and there is deep interest on their part in 
such placements. But this is a matter of convenience, 
not an attempt to attract excessive investments here.
No special inducements are offered -- merely the opportunity 
of government -to-government transactions which enable the 
investor to transact very large sums without influencing 
the market against himself. It is a facility we would 
offer -- and have offered -- a number of foreign nations 
holding vrery large dollar

/I/
that such excessive 
occurring^ they were

balances.
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To a large extent, I returned from my meetings in the 
Middle East and Europe reassured that a firm basis exists 
for dealing with the critical problems of the day in a 
cooperative framework. We have put the mechanisms in 
place that will enhance economic development and at the same 
time establish closer relationships with these countries. 
Strengthening their economies is in the best interest of

|f
the entire world. I believe we have taken the necessary 
first steps in that effort and now we must work together 
to implement these initiatives. I am confident that we 
have the will and the resources to succeed in this critical 
task.

.oOo
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August 12, 1974

MEMORANDUM FOR ALL TREASURY PERSONNEL

President Ford has asked me to remain in his Cabinet 
as Secretary of the Treasury and I have accepted.

I would like to assure you all that the Treasury 
Department will continue to perform its strong role in 
economic policy and will maintain its preeminent position 
as an outstanding government institution.

We face critical domestic and international issues 
in the weeks ahead and we in the Treasury have been 
asked to assume a leadership role. We must respond and 
I look forward to continuing to work with all of you in 
that effort.
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FOR RELEASE 6:30 P rM August 12, 1974

RESULTS OF TREASURY’S WEEKLY BILL AUCTIONS

Tenders for $ 2.8 billion of 13-week Treasury bills and for $2.0 billion 
of 26-week Treasury bills, both series to be issued on August 15, 1974, 
were opened at the Federal Reserve Banks today. The details are as follows:

RANGE OF ACCEPTED 
COMPETITIVE BIDS:

High
Low
Average

13-week bills 
maturing November 14, 1974

26-week bills
maturing February 13, 1975

Price
97.806 a/ 
97.777 ” 
97.785

Equivalent 
Annual Rate

8.680% 
8.794% 
8,763% 1/

Price
95.614 b/
95.586
95.592

Equivalent 
Annual Rate

8.676%
8.731%
8.719% 11

1/ Excepting 1 tender of $10,000 
2/ Excepting 2 tenders totaling $20,000

Tenders at the low price for the 13-week bills were allotted 82%, 
Tenders at the low price for the 26-week bills were allotted 35%.

TOTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:

District Applied For Accepted Applied For Accepted
Boston $ 49,375,000 $ 36,540,000 $ 28,445,000 $ 16,565,000
New York 3,303,455,000 2,320,310,000 2,850,205,000 1,703,580,000
Philadelphia 42,690,000 34,850,000 60,465,000 14,905,000
Cleveland 94,965,000 43,955,000 69,325,000 28,675,000
Richmond 97,935,000 59,275,000 67,285,000 27,785,000
Atlanta 37,385,000 32,620,000 26,255,000 22,630,000
Chicago 280,985,000 97,240,000 222,980,000 70,870,000
St. Louis 52,525,000 34,425,000 52,575,000 31,025,000
Minneapolis 15,040,000 2,590,000 16,345,000 4,115,000
Kansas City 52,185,000 35,870,000 45,345,000 27,695,000
Dal las 33,615,000 22,765,000 25,855,000 15,855,000
San Francisco 200,255,000 80,495,000 182,035,000 36,980,000

TOTALS $4,260,410,000 $2,800,935,000£/ $3,647,115,000 $2,000,680,000^/

o j Includes $ 463,185,000noncompetitive tenders accepted at average price, 
d/ Includes $ 290,720,000noncompetitive tenders accepted at average price.
I f  These rates are on a bank-discount basis. The equivalent coupon-issue 

yields are 9.09% for the 13-week bills, and 9.25% for the 26-week bills.
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[ Department of thTREASURY

FOR RELEASE AT 10:00 A.M. 
TUESDAY, AUGUST 13, 1974

STATEMENT OF THE HONORABLE WILLIAM E. SIMON 
SECRETARY OF THE TREASURY 

BEFORE THE
SUBCOMMITTEE ON GOVERNMENT REGULATION 

OF THE SENATE SELECT COMMITTEE ON SMALL BUSINESS

Mr. Chairman and Members of this Subcommittee:
I am pleased to participate in your hearings on oil 

industry profits, the future capital requirements in the 
energy sector, and the effects of these on small businesses.

I have shared your concern about the recent enormous 
increases in oil company profits and about the many other 
important issues in these areas. It was for this reason 
that we initiated a special study of oil industry profits 
that I shall report on shortly. I am concerned also, 
because our opportunities to reach sound public policies in 
these areas are being seriously threatened by a shortage 
of accurate information and a surplus of misinformation.
The importance of the need for an enormous volume of new 
capital investment in the energy complex over the next

WASHINGTON, D.C, 
AUGUST 13, 1974
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decade is -- now that the Arab oil embargo is behind us -- 
being given inadequate attention, in part because of public 
apathy.

At the same time, the facts about the profitability 
of the oil industry are being obscured by a smokescreen of 
hyperbole and demagoguery -- from both sides. For example, 
much of the raw material for this smokescreen has come 
from the reports of the oil companies on their profits for 
1973 and early 1974, which in almost every case showed very 
large increases. The analysis of these reports typically 
began and ended with a simple comparison to 1972 and the 
first half of 1973, and failed to consider the fact that in 
the earlier period the industry experienced its lowest 
profit return on investment since 1964. I mention this 
not to suggest that all of the recent price and profit 
increases are justified, but rather to illustrate the need 
for a proper perspective in judging them.

I do not come before you as a champion of the oil 
industry. I believe my past record, both at the Federal 
Energy Office and in the Treasury, has established that 
fact fully. From the beginning, I have been a strong 
supporter of the proposed tax on windfall profits in the 
oil industry put forward by the Administration. I remain 
a strong supporter of that proposal. My purpose here today



is only to present to the Committee some of the relevant 
facts, in an appropriate perspective, on the issues undet 
study, as best we know them at this time. Only with full 
understanding of these issues can the Administration and 
the Congress shape our energy policies to properly serve 
the best long-run interests of the American consumer.

Oil Industry Profitability

The oil industry in America has long been a very large 
industry and it has earned, historically as well as presently 
a high dollar volume of profits. This fact is hardly new 
or surprising; in fact, it is most ordinary in view of the 
long and vigorous growth in demand for petroleum products 
by the consumer and by industry generally, and especially 
in view of the massive amounts of capital and other resources 
employed by the industry.

To put oil industry profits in a proper perspective, 
therefore, it is necessary to compare the dollar profits 
of the industry with the volume of investment - - to calculate 
the percentage return on investment -- and then to compare

, ;• g* % .',v | ' v i 4 m M  f  ; r v  r] | )  3 X C J  l U Q S l

this ratio for the oil industry against the same ratio for 
other industries over a period of years. Comparisons of this 
sort are shown in Table 1 for 29 manufacturing industries? 
based on data collected by the Federal Trade Commission.
These comparisons cover the past three years, five years,
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ten years and sixteen y^earsv

For the sixteen-year span, 1958-1973, oil industry 
profits have averaged 10.0 percent of invested capital, 
compared to an average of 9.3 percent for all industries 
over this same period of time. For the other, shorter 
periods, the record is very similar: the rate of profit
ability has been close to 10 percent and has been consistently 
higher than the average for all industries, but by a fairly 
narrow margin. Although higher than average, the rate of 
return for the oil industry is closer to the average than 
it is to the rates of return achieved by the industries 
at the top of the list. In terms of rank, the oil industry 
has been in eighth or ninth place among the 29 industries 
covered by the FTC data during each of the periods shown 
on Table 1. In historical perspective, then, the profitability 
of the oil industry has been in the central range of the 
profit performance of American business generally.

The past year or so, however, has appeared to be a 
different story. Oil companies reported extremely large 
increases in profits. According to the tabulation of company 
reports prepared by the First National City Bank of New York, 
oil industry profits in the first half of 1974 increased by 
60 percent over the same period of 1973. This percentage 
increase is not the largest increase recorded for an industry - 
mining showed a gain of 102 percent, and both steel and non-



ferrous metals recorded increases of 83 percent in profits 
during that period -- but it is more than twice as large as 
the 26 percent increase reported for the total economy.

This surge in profits has led some people to conclude 
that the petroleum companies have taken unfair advantage of 
the Arab oil embargo and raised orices more than is justified 
by the increase in the price of world crude oil. To 
study this matter, the Treasury Department obtained detailed 
information on profits for 1973 and early 1974 from 19 
of the largest integrated oil companies in the United States. 
With this data, we were able to make a more careful analysis 
of the source of the increase than is possible from conventional 
sources. As is well known, the oil industry obtains profits 
from a number of different operations, other than the basic 
business of supplying petroleum products to the American 
people. These special areas, some of which had a very major 
impact on the profits record of the industry during 1973 
and 1974, include the following:

Inventory profits. When commodity prices rise, 
the petroleum inventories held by a company increase 
in value proportionately. When sold, these generate 
an inventory profit equal to the difference between 
the historical cost and the replacement cost of 
the crude oil. Inventory profits are real and
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desirable - - in the same sense as a capital 
gain on one ’ s own home - - but they have two 
special characteristics that differentiate 
them sharply from operating profits. First, 
inventory profits are one-time events that do 
not recur, unless a further rise in crude oil 
prices takes place. Second, in an ongoing 
operation the crude oil inventories that generate 
the inventory profits must be replaced at a 
higher price, which means that the inventory 
profits do not generate a cash flow that can be 
used for investment in new capital facilities or 
for other ongoing corporate purposes. Further
more, corporate income taxes must be paid on 
inventory profits, which reduces the cash flow 
available for reinvestment.
Gains on currency fluctuations. Many petroleum 
companies do a large volume of business overseas 
and some hold sizeable amounts of liquid assets 
abroad. At the end of each accounting period, 
it is customary accounting practice to translate 
foreign assets and income into U.S. dollars for 
reporting purposes. When the dollar was devalued 
in 1973, most foreign currencies were suddenly
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worth more dollars than before. Consequently, 
subsequent translation of foreign assets and 
income into dollars produced sizeable currency 
gains for many U.S. petroleum companies. Like 
inventory profits, these gains from currency 
fluctuations are one-time events that will 
not be repeated, unless the U.S. dollar should 
again float downward in value against the foreign 
currencies. And if the U.S. dollar strengthens, 
the companies would experience currency losses on 
the foreign assets and income they have.
Profits on tanker operations. Tanker rates soared 
to record levels in 1973 from rather depressed 
levels in 1972, which brought a substantial surge 
in profits on the tanker operations of some oil 
companies in 1973 and early 1974.
Profits on chemical operations. The strong cyclical 
upturn in demand for petrochemicals in 1973 and 
early 1974 provided a large lift in the profits of 
these nonpetroleum operations of a number of oil 

companies.
Other nonpetroleum profits. Some, of the oil 
companies have coal, nuclear, fertilizer, and other 
nonpetroleum operations, the profits of which 
should be separated from the profits of the basic,
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ongoing oil operations for analytical purposes.
It turns out, however, that these other nonpetroleum 
operations produced losses for the petroleum 
industry in early 1974.

The information obtained by the Treasury on the 19 
large petroleum companies provides a detailed breakdown of 
the profits (and in a few cases losses) traceable to each 
of these special areas, which then can be separated from 
the total profits of the firms to show the earnings from 
the mainstream of the business!, the ongoing petroleum 
operations. The detailed figures are shown in Table 2, 
attached.

For the first quarter of 1974, the 19 large oil companies 
in our survey reported a $1.3 billion increase in total 
consolidated corporate profits from the first quarter of 1973, 
a gain of 76 percent. As expected, inventory profits 
increased enormously: from $14 million to $712 million.
This revaluation of inventories accounted for more than half 
the gain in total profits. Profits on chemical operations 
also showed a very large increase, and accounted for 
17 percent of the increase in total profits. Gains on 
currency fluctuations and profits on tanker operations were 
also up sharply from 1973, although both these areas are a
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relatively small part of the industry and thus only 
contributed modestly to the total picture.

Together, the profits in these five special areas -- 
which are nonrecurring events or are outside of the industry's 
primary function of supplying the American economy with 
the petroleum products it needs -- accounted for three- 
quarters of the increase in the total profits of the 19 
oil companies. After these special areas are separated out, 
the mainstream of the business, the ongoing petroleum 
operations, is seen to have recorded an increase in profits 
of 21 percent. The increase in the earnings of these 
companies from their ongoing petroleum operations, although 
still very big -- and no doubt higher than the profit gains 
of most other industries calculated on a comparable basis -- 
is more in line with the experience in the rest of the 
economy. Overall, it is fair to conclude, I believe, that 
the detailed breakdown of the profits data provided by the 
19 companies puts a much different perspective on the 
profitability of the industry in early 1974 than is 
indicated solely by figures on total consolidated profits.

It is also worth considering briefly the profits 
outlook for the remainder of 1974. Very recently, costs have 
been rising more rapidly than prices in the oil industry.
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Foreign taxes went up a bit further on June 30. Inventory 
profits are fading, as the supplies of low-cost crude are 
depleted. Based on these developments, one investment 
analyst has publicly estimated that fourth-quarter profits 
of the international oil companies could decline 25 percent 
from the comparable 19 73 period.

In addition, in some parts of the world companies 
have been forced to surrender their equity interests in 
exchange for promises of compensation that are far from 
satisfying. These losses are not reflected in their current 
income statements, but will seriously affect their future 
return on investment.

Windfall Profits

Last winter, when the Organization of Arab Petroleum 
Exporting Countries cut back production -- causing world 
oil prices to rise -- and embargoed shipments to the United 
States, it was apparent that the effects of this decrease 
in world oil supplies and increase in prices would speedily 
reach our shores. It was equally apparent that the events 
precipitating this crisis in world oil markets represented 
no fundamental change in the underlying market forces.
Oil did not suddenly cost more because costs of production 
had risen or because long-run prospects for oil production



had worsened; it cost more because a small group of 
countries presently dominant in world markets overtly 
reduced production and deliberately created an aura of 
uncertainty about their future plans.

In these circumstances, owners of crude oil reserves 
all over the world became the beneficiaries of windfall gains. 
Oil which had been produced at prices sufficient to cover 
pre-embargo costs was suddenly selling at tripled prices.
Some investments in crude oil production had been made 
on the expectation that future prices would be well above 
pre-embargo levels, but the magnitude of the price 
increase and its suddeness were almost wholly unanticipated.

In the OPEC countries, much of this increase in price 
was absorbed by increases in host government "takes” in 
taxes and royalties from the production of oil companies, 
and still more was absorbed by increased prices demanded by 
those governments for their "participation" oil. This is 
the principal reason why, as I noted above, the profits on 
oil production of the 19 companies increased proportionately 
less than profits from other sources. In December, 1973, 
the Administration proposed a profits tax to be imposed on 
the windfall portion of oil price increases for domestic 
production, and this was presented to the House Ways and Means
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Committee in February.
The proposed tax was formulated to absorb windfalls 

accruing to oil producers during the next 3-to 5-year 
period during which we will be expanding domestic production. 
This tax was designed so that it would automatically 
disappear over this period in a manner that would not 
interfere with the expansion of domestic supply needed to 
increase our degree of self-sufficiency in oil. If that 
tax with rates ranging up to 85 percent had been promptly 
enacted as proposed, it would have absorbed much of the 
estimated $5 billion in windfall oil profits during 1974. 
Valuable time has been lost since the tax was first proposed. 
But there is still time remaining before world oil prices 
stabilize during which the windfall profits tax, as 
originally proposed, could usefully perform its intended 
function of restoring public confidence that there is a 
mutual sharing of hardships during the next 3 to 5 years. 
Furthermore, the capture of windfall profits by the tax 
would assure all independents and small businesses in the 
energy sector who are not producing oil that they will not 
have a competitive disadvantage with large oil producers 
that have large windfall profits and cash flows. Thus I 
remain fully committed to the proposed windfall profits tax.
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Energy Investment Requirements

The future need for new energy investment is immense 
throughout the world. Population growth and economic 
growth make that a virtual certainty. Despite the enormous 
petroleum reserves already discovered in the Persian Gulf 
area and many other places, the rapid rise in world demand 
for energy means that new sources of oil and other forms 
of energy, many times larger than the reserves now in 
existence, must be found over the next several decades.

In the United States, in view of our need to become 
more self-sufficient in energy, the challenge is even 
greater. There is wide agreement throughout the Nation 
that we must free ourselves from the threat of economic 
blackmail. We are all willing to pay the necessarily high 
price for national security. In the future, therefore, we 
will not rely on foreign sources for our incremental 
energy needs and this insures that a very large volume of 
investment in new energy sources will have to be made in 
the United States.

A variety of estimates of our future needs for 
energy capital have been made over the past year. The 
Administration has undertaken its own study of future 
capital requirements, for energy and all other purposes,
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under the leadership of the Council of Economic Advisers.

While the studies that have been completed show §ome 
differences, both in methods and results, all agree that 
the future capital needs for energy are extremely large by 
any comparison. One representative study estimated the 
requirements for energy capital in the United States between 
now and 1985 at $850 billion -- and that study assumed a 
rate of inflation less than half of what we are now 
experiencing. This estimate includes:

-- $405 billion for the domestic petroleum industry,
- - $400 billion for the generation and transmission 

of electricity,
-- $17 billion for the production and processing 

of uranium,
-- $26 billion for producing and transporting coal.

Investments of this magnitude clearly pose a massive 
challenge for the future. It will put great stress on our 
financial markets and on the savings and investment process 
in our economy. One estimate shows that the proportion of 
our total capital outlays devoted to energy will have to 
rise from 21 percent over the past decade to over 30 percent 
in the next decade. In addition, in view of the vast 
investment needs of our society for energy and for other
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purposes as well, I am convinced that we will have to 
increase substantially the share of our total economic 
output that is devoted to capital formation.

I believe our economy has the capacity to meet this 
challenge, although it will not be without effort. In 
fact, it will require major changes in our policies. I 
testified on this subject in June before the Subcommittee 
on Economic Growth of the Joint Economic Committee. My 
key conclusions were as follows:

- First and foremost, we must regain control 
of inflation, which is the bitter enemy of 
both savings and investment.
The economy.must have adequate profits, which 
provide both the incentive and the wherewithal 

for new investment.
--We must permit our predominantly private-decision 

economy to operate freely, so that investors will 
have the necessary confidence. We must avoid 
regulation and legislation that is punitive of 
profits honestly earned. We must not impose 
artificial Government constraints on the economy, 
as for example we have done for so many years, and 
are still doing, in regulating the price of natural

gas.
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We must encourage saving. We must reverse long- 
held policies that encourage consumption and 
penalize saving. We must end our policy of 
consistent budget deficits and shift to consistent 
surpluses in order to enlarge the flow of savings 
available to the private sector.

If we make these policy changes, I am persuaded that 
the demonstrated capacity of the American economy for 
growth and flexibility will enable us to meet the massive 
challenge of providing the capital needed to achieve Project 
Independence and our many other important national goals.

Effects on Small Businesses

The rapid and persistent growth of energy demand over 
past decades has provided great opportunities for small 
businesses in all parts of the industry. Although substantial 
vertical integration has developed, entry into the oil 
business has been relatively free and there have always 
been many independent operators in the industry, especially 
in marketing. These independents have provided vigorous 
competition for the integrated firms and, in my view, have 
made a very meaningful contribution to the development of 
the industry and to the American economy.



This year, however, conditions have changed so markedly 
in the industry that independent operators have serious 
problems. Both the Congress and the Administration have 
structured the Governments energy policies to alleviate 
those problems. The independent operators will also have 
to take actions to strengthen themselves -* and I’m pleased 
to see that some are now doing so.

In considering the role of small businesses in the 
industry, we should be fully aware that future investment 
opportunities in the industry are almost without limit.
In monetary terms, the largest share of these will be in 
exploration and development of new energy sources, which 
will draw on thousands of small businesses for building 
drilling rigs, seismic mapping and scores of other functions. 
In addition, there is sure to be a broad range of favorable 
investment opportunities in the downstream end of the 
indus try.

The funds for these investments will come from many 
sources. Historically, internally generated funds have 
always been the major source of new investment. They have, 
however, never been adequate to meet the full capital 
requirements of the industry. In the 1950s and 1960s, 
capital spending exceeded internal cash flow by 10-15 percent. 
In the early 1970s, however, earnings growth slowed and
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investment spending accelerated, so that capital outlays 
exceeded internal cash flow by about 50 percent.

Future investment needs promise to be still larger 
relative to the supply of capital generated within the 
industry. One study has concluded that if half of the 
petroleum industry’s capital requirements between now and 
1985 are to be provided from profits, those profits would 
have to grow more than twice as fast in the future as they 
have in the past. In these circumstances, there will 
undoubtedly be many good opportunities for new investment 
money and new investors, large and small, in the industry.

I am a great believer in an open economy. We must be 
sure that all the economic doors remain open in the 
petroleum industry, as in all industries. Business ownership 
must be available to all on equal terms. Looking down the 
road, it is my view that a multitude of investment opportunitie 
will be open to small businesses in the petroleum industry 
for a long time ahead.



TABLE 1

Industry

Average, all Manufacturing 
industries

Drugs
Instruments and related products 
Motor vehicles and equipment 
Tobacco manufacturers 
Transportation equipment 
Chemicals and allied products 
Printing and publishing

PETROLEUM INDUSTRY

Electrical machinery, equipment 
and supplies 

Other machinery
All manufacturing corporations 
Basic chemicals 
Lumber and wood products 

except furniture 
Food and kindred products 
Furniture and fixtures 
Rubber and miscellaneous plastic 

products
Metalworking machinery and equipment
Other fabricated metal products
Stone,clay and glass products
Apparel and other finished products
Miscellaneous manufacturing
Primary nonferrous metals
Alcoholic beverages
Aircraft and parts
Leather and leather products
Paper and allied products
Primary metal industries
Textile mill products
Primary iron and steel

Federal Trade Commission

RETURN ON INVESTED CAPITAL 
MANUFACTURING INDUSTRIES

16-Year Average 10-Year Average
1958--73 1964 -7 3

PERCENT RANK PERCENT RANK

9.3 9.8

16.7 1 17.0 1
13.6 2 14.5 2
13.0 3 12.9 3
ills 4 12.0 4
11.4 5 11.3 5
11.0 6 11.1 6
10.0 7 10.5 7

10.0 8 10.3 9

9.7 9 10.0 11
9.6 10 10.4 8
9.4 11 9.8 12
9.3 12 9.3 16

8.9 13 10.0 10
8.8 14 9.3 15
8 .6 15 9.7 13

8.5 16 8.9 19
8.4 17 9.5 14
8.4 18 9.3 17
8.3 19 8.3 24
8.2 20 8.9 18
8.2 21 8.6 21
8.0 22 8.4 23
7.9 23 8.9 20
7.8 24 8.0 25
7.8 25 8.5 22
7.6 26 7.8 26
7.1 27 7.2 27
6.6 28 7.2 28
6.4 29 6.4 29

5-Year Average 3-Year Average
1969-73 1971-73

PERCENT RANK PERCENT RANK

9.4

17.0 1

9.6

16.9 1
13.6 2 13.7 2
11.4 4 12,9 3
12.0 3 12.3 5
9 .,8 10 10.9 7

11.1 5 11,6 6
10.5 7 10.4 9

10.2 8 10.4 8

9.5 12 9.6 14
. 9.7 11 9.8 13
9.5 13 9.9 11
9.0 16 9.6 15

10.9 6 12.8 4
10.0 9 10.0 10
9.3 15 9,8 12

8.5 19 9.1 18
7.5 23 6.4 29
8.6 18 9.0 19
8.3 20 9.3 17
8.7 17 8.8 20
8.2 21 8.1 21
7.7 22 7.0. 25
9.4 14 9.5 16
6.8 26 7.5 22
7.1 25 6.6 27
7.5 24 7.4 23
6.8 27 6.7 26
6.6 28 7.1 24
6.1 29 6.5 28

SOURCE :



Table 2

PETROLEUM INDUSTRY PROFITS 
19-COMPANY DATA

First quarter 
1973 1974 
($ millions)

Increase 
$ mill, percent

Percent of
total
increase

Total consolidated 
corporate profits

1,768 3,110 1,341 76 100

Inventory profits 14 712 698 4901 52

Gains on currency 
fluctuations

16 65 49 315 41

Profits (losses) on 
tanker operations

(9) 50 59 — • 4

Profits on chemical 
operations

94 315 221 236 17

Other nonpetroleum 
profits (losses)

7 (27) (34) (3)

Petroleum profits, 
ongoing operations

1,646 1,994 348 21 26

Source:. Treasury Department Survey
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TREASURY'S WEEKLY BILL OFFERING

The Treasury Department, by t h is  p u b lic  n o t ic e , in v it e s  tenders fo r  two 
series o f Treasury b i l l s  to  the aggregate amount o f $ 4 ,8 0 0 ,0 0 0 ,0 0 0 , or th e reab o u ts, 
to be issued August 22, 1974, as fo llo w s :

91-d ay b i l l s  (to  m atu rity  date) in  the amount o f $ 2 ,8 0 0 ,0 0 0 ,0 0 0 , or th e reab o u ts, 
representing an a d d itio n a l amount o f b i l l s  dated May 23, 1974, and to mature

November 21, 1974 (CUSIP No. 912793 UZ7) , o r ig in a lly  issued in  the amount o f 
$ 1,900,870,000, the a d d itio n a l and o r ig in a l  b i l l s  to be fr e e ly  in te rch a n g e a b le .

182-day b i l l s  fo r  $ 2 ,0 0 0 ,0 0 0 ,0 0 0 , or th ereab o u ts, to  be dated August 22, 1974, 
and to mature Feburary 20, 1975 (CUSIP No. 912793 VW3).

The b i l l s  y i l l  be issu ed fo r  cash and in  exchange fo r  Treasury b i l l s  m aturing  
I  August 22, 1974 , outstan din g in  the amount o f $ 4 ,4 0 1 ,7 8 5 ,0 0 0 , Qf  which Government 
I  accounts and Fed eral Reserve Banks, fo r  them selves and as agents of fo r e ig n  and

in te rn a tio n a l monetary a u t h o r it ie s , p re se n tly  hold $2 ,6 2 2 ,9 7 0 ,0 0 0 . These accounts  
may exchange b i l l s  they hold fo r  the b i l l s  now being o ffe re d  a t the average p r ic e s  
of accepted ten d ers.

The b i l l s  o f both s e r ie s  w i l l  be issued on a disco u n t b a s is  under co m p etitive

and noncom petitive bid din g as h e r e in a fte r  provided , and a t m atu rity  th e ir  fa c e

amount w i l l  be payable w ithout in t e r e s t . They w i l l  be issued in  bearer form in

denominations of $10,000. $15,000. $50,000, $100,000, $500,000 and $1,000,000  
i f

(m aturity valu e) and in  book-entry form to designated b id d ers.
Tenders w i l l  be received  a t Fed eral Reserve Banks and Branches up to the c lo s in g

hour, one-thirty p.m., Eastern Daylight Saving time, Monday, August 19, 1974.

Tenders w i l l  not be received at the Treasury Department, Washington. Each tender
I  must be fo r a minimum of $10,000. Tenders over $10,000 must be in  m u ltip le s  of

$5,000. In the case of co m p etitive tenders the p r ice  o ffe re d  must be expressed on

the b a s is  o f 100, w ith not more than three d e cim als, e . g . ,  99.925. F r a c tio n s  may

not be used. I t  i s  urged th a t tenders be made on the p rin ted  forms and forwardedit
in the s p e c ia l envelopes which w i l l  be supplied by Fed eral Reserve Banks or Branches 

■  on a p p lic a tio n  th e r e fo r .

Banking i n s t i t u t i o n s  and d e a le rs who make primary markets in  Government 
s e c u r itie s  and rep o rt d a ily  to the Fed eral Reserve Bank o f New York th e ir  p o s itio n s

(OVER)



w ith re sp e ct to Government s e c u r it ie s  and borrowings thereon may submit tenders  
fo r  account o f customers provided the names o f the customers are s e t fo r th  in  
such te n d e rs. Others w i l l  not be perm itted to  submit tenders except fo r  th e ir  
own acco u n t. Tenders w i l l  be receive d  w ithout d e p o sit from in corp orated banks and 
tr u s t  companies and from re sp o n sib le  and recogn ized d e a le rs  in  investm ent securities, 
Tenders from o th ers must be accompanied by payment o f 2 percent o f the fa c e  amount 
o f Treasury b i l l s  ap p lied  f o r ,  u n le ss the tenders are accompanied by an express  
guaranty o f payment by an in corp orated bank or tr u s t  company.

Im m ediately a ft e r  the c lo s in g  hour, tenders w i l l  be opened a t the Fed eral 
Reserve Banks and Branches, fo llo w in g  which p u b lic  announcement w i l l  be made by 
the Treasury Department o f the amount and p r ic e  range o f accepted b id s . Only those 
su b m ittin g co m p etitive tenders w i l l  be advised o f the acceptance or r e je c t io n *  
th e r e o f. The S e cre ta ry  o f the Treasury e x p re ssly  reserves the r ig h t  to accep t  
or r e je c t  any or a l l  te n d e rs, in  whole or in  p a r t , and h is  a c tio n  in  any such respect 
s h a ll  be f i n a l .  S u b je c t to these r e s e r v a tio n s , noncom petitive tenders fo r  each 
is s u e  fo r  $200,000 or le s s  w ithout s ta te d  p r ic e  from any one bidder w i l l  be accepted 
in  f u l l  a t the average p r ic e  (in  th ree decim als) o f accepted co m p etitive  b id s  fo r  
the r e s p e c tiv e  is s u e s . Settlem en t fo r  accepted tenders in  accordance w ith  the  
b id s must be made or completed a t  the F ed eral Reserve Bank on August 22, 1974, 
in  cash or other im m ediately a v a ila b le  funds or in  a l ik e  fa c e  amount o f Treasury  
b i l l s  m aturing August 22, 1974. Cash and exchange tenders w i l l  r e c e iv e  equal 
treatm en t. Cash adjustm ents w i l l  be made fo r  d iffe r e n c e s  between the par v a lu e  of 
m aturing b i l l s  accepted in  exchange and the is su e  p r ic e  o f the new b i l l s .

Under S e c tio n s  454(b) and 1221 (5) o f the In te r n a l Revenue Code o f 1954 the 
amount o f d isco u n t a t which b i l l s  issu ed hereunder are sold i s  considered to  accrue 
when the b i l l s  are s o ld , redeemed or otherw ise disposed o f ,  and the b i l l s  are ex

cluded from c o n s id e ra tio n  as c a p it a l  a s s e t s . A c c o r d in g ly , the owner o f Treasury  
b i l l s  (other than l i f e  insurance companies) issu ed hereunder must in clu d e  in  h is  
income ta x  r e tu r n , as ordinary gain  or l o s s , the d iffe r e n c e  between the p r ic e  paid 
fo r  the b i l l s ,  whether on o r ig in a l  is su e  or on subsequent pu rchase, and the amount 
a c t u a lly  re ceive d  e ith e r  upon s a le  or redemption a t m a tu rity  during the ta x a b le  
year fo r  which the retu rn  i s  made.

Treasury Department C ir c u la r  No. 418 (cu rrent r e v is io n )  and t h is  n o t ic e ,  
p r e s c r ib e  the terms o f the Treasury b i l l s  and govern the c o n d itio n s o f  th e ir  issu e . 
Copies o f the c ir c u la r  may be obtained from any Fed eral Reserve Bank or Branch.



FOR IMMEDIATE RELEASE August 14, 1974
TREASURY ANNOUNCES ACTIONS 

ON TWO INVESTIGATIONS UNDER THE 
ANTIDUMPING ACT

Assistant Secretary of the Treasury, David R. Macdonald, 
announced today actions on two investigations under the 
Antidumping Act Of 1921, as amended.

In the first case, a tentative negative determination 
is being issued, and in the second case, a tentative 
determination to modify the dumping finding is being 
published. Notice of these decisions will appear in the 
Federal Register of Thursday, August 15, 1974.

In the first case, Assistant Secretary Macdonald 
announced a tentative determination of no sales at less 
than fair value in the. antidumping investigation of 45 
R.P.M. Flat Spindle Adapters from the United Kingdom.
The merchandise consists of a flat rectangular device which 
fits over the spindle on a record changer, thereby 
enabling 45 R.P.M. records to be played in sequence, 
automatically. Comparisons between exporter's sales 
price and prices of identical merchandise sold to third 
countries revealed that the exporter's sales price was 
higher than third market prices.

During the period of March 31, 1973 through February 
28, 1974, sales of flat spindle adapters from the United 
Kingdom were valued at roughly $1 million.

In the second case, Mr. Macdonald announced a 
tentative determination to modify the dumping finding 
on monochrome and color TV sets from Japan with respect 
to the Sony Corporation of Japan. The Federal Register 
notice states, in part, that:



^ 2^

Sales of monochrome and color television 
sets by Sony Corporation since 
September 1970 have been at not less 
than fair value, and that firm has given 
assurances that future sales of monor 
chrome and color television sets to 
the United States will not be made at 
less than fair value.
Accordingly, notice is hereby given 
that the Department of the Treasury 
intends to modify the finding of 
dumping with respect to monochrome and 
color television sets from Japan to 
exclude those sets produced and sold 
by Sony Corporation of Japan from the 
finding.

Interested persons will be given an opportunity to 
present oral and written views on this decision before 
Treasury takes final action.

During the period of November 1972 through October 
1973, imports of Sony television sets were valued at 
approximately $82 million, while total imports of tele
vision sets from Japan during calendar year 1973 were 
valued at $276 million.



Department of thefREASURY
(WASHINGTON, D.C. 20220 TELEPHONE W04-2041

FOR RELEASE AT 9:30 A.M. EDT, Wednesday, August 14
STATEMENT BY THE HONORABLE WILLIAM E. SIMON 

SECRETARY OF THE TREASURY 
BEFORE

THE SUBCOMMITTEE ON INTERNATIONAL FINANCE AND RESOURCES
OF

THF. SF.NATF. FINANCE COMMITTEE 
WEDNESDAY,AUGUST 14, 1974AT 9:30 A.M. EDT

MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE:
I am delighted to have the opportunity to be here today 

to discuss my recent trip to the Middle East and Europe. As 
part of such discussion, I think it is important to focus on 
the effect on the U. S. and world economies of increased capital 
flows to the oil exporting countries.

The purpose of my trip was to continue our recent diplomatic 
efforts to achieve a durable and lasting peace in the Mideast.
I believe that peace and economic progress are interrelated 
issues. Without peace, we cannot have economic progress. With 
economic progress, however, we can minimize the possibility of 
renewed hostilities. Fortunately, the diplomatic efforts of the 
President and Secretary Kissinger in recent months have es
tablished a framework for peace and stability in the Middle East 
that hasn’t existed for three decades and President Ford intends 

to pursue this policy in the months ahead. After my own meetings, 
I am optimistic, that we can help these countries strengthen their 
economies and achieve needed industrialization and development, 
which in turn will contribute greatly to the cause of peace.
WS-77



BACKGROUND
Before outlining the highlights of each of my visits,

I think it would be useful to explain the background of 
how the trip developed. Prince Fahd of Saudi Arabia visited 
the United States in early June, and at that time we estab
lished a Joint Saudi-U. S. Economic Commission. This was 
a major step in establishing closer economic relations 
between the United States and Saudi Arabia and we agreed 
to have working groups meet in Saudi Arabia in July. Sub
sequently, when the President visited Egypt and Israel 
and suggested that I visit those countries, we thought it 
would be useful to go to all three Mideast countries 

and to open the working group sessions in Saudia Arabia. Kuwait 
was the final stop on the Middle East portion of our trip, -- 
and offered us an opportunity to bring the first 
high-level U.S. delegation to a country which has 
increasingly occupied a critical role not just in energy 
affairs, but world economic affairs as well. The balance 
of our trip was devoted to continuing our economic consul
tations with finance ministers and other leaders in Germany, 
Italy, France and England.
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As I will describe in detail, all of our meetings, 

whether they were with heads of state, finance ministers 
petroleum ministers, central bankers, or members of 
the private sector, were based on mutual concerns: 
striving for political stability and economic stability, 
and our shared pursuit for peace and economic prosperity

EGYPT
The visit to Egypt was in many respects one of the 

most intriguing aspects of our trip. While the visit 
was aimed at seeing how we could assist the Egyptians 
in strengthening their economy, I was especially aware 
of Egypt's unique historical role as a seat of 
political and cultural leadership in the entire 
Middle East,

We were there not only to offer assistance, but to 
learn as much as we possibly could about the dimensions 
of Egypt's economy, about their emerging economic 
aspirations, and, most important, about the shape of 
President Sadat's program to progressively return Egypt' 
economy to an open, and more liberal, system.

I would especially like to stress the point that in 
our meetings with President Sadat, Deputy Prime Minister 
Hegazi, and Finance Minister Fatah, the Egyptian leaders
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repeatedly reaffirmed their gratitude for the President’s 
and Secretary Kissinger’s role in securing an initial 
framework for peace in the Middle East.

Our stay in Egypt was marked with intense, frank 
and cordial discussions which brought a number of tangible 
results:

In addition to groups that have already been 
formed in scientific and technological cooperation, medical 
cooperation, and cultural exchange, we agreed to establish 
a senior working group to focus on economic development 
and investment. A broad cross section of representatives 
from the Departments of State, Agriculture, Commerce, 
Treasury, and other agencies will participate and Assistant 
Secretary of the Treasury Gerald Parsky will serve as 
co-chairman. The Egyptians agreed to name a co-chairman 
shortly. This work group will contain five subcommittees 
to cover:

(1) Investment

(2) Domestic development and industrialization
(3) Foreign trade
(4) Agriculture

(5) Suez Canal reconstruction and development
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We exchanged documents activating the Investment 
Guarantee Agreement in order that the U.S. Overseas Private 
Investment Corporation (OPIC) may insure new U. S. private 
investments in Egypt. This step was made possible by the 
decision announced earlier to establish a Joint Commission 
to seek settlement of U. S. Private claims against the , 
government of Egypt.

•f We, discussed plans for detailed utilization of 
the transfer of official resources from the U.S. to Egypt 
through:

(1) the $250 million of economic assistance which 
has been proposed to the Congress for the 
current fiscal year and which I urge you to

r j- act upon favorable terms;
(2) ¡ a program of, PL-480 sales of U. S.

agricultural products to Egypt on the basis 
of long-term loans on favorable terms;

I (-3) increased use of the facilities of the U.S. 
Export-Import Bank to assist other U.S. 
exports to Egypt on a long-term credit basis.

--We also discussed ways in which we can work 
together ip qualifying Egypt for the maximum in financial 
support, from the; World Bank, the International Monetary 
Fund, and other official agencies both national and inter
national.
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-- Not only did we discuss the transfer of financial 

assistance, but also of valuable technical assistance 
from the U. S. in many fields, including the fields of 
financial administration, including debt management; tax 
administration; statistics; 'agriculture; population con
trol; building and electrical codes and standards; and many 
other areas.

Further, we agreed to explore the possibility of - 
establishing a Project Development Institute which would 
assist in the development of viable projects by providing 
a mechanism for feasibility studies, thus serving as an 
inducement to increased investment in Egypt.

--We also explored additional ways in which we can 
work together to attract private investment to Egypt not 
just from the U.S. but from all parts of the world, 
particularly investment made jointly with the benefit of 
U.S. technological contributions. In addition to activa
tion of the Guaranty Program, mentioned above, we offered 
to assist:

(1) in publicizing the provisions of the new 
Egyptian Investment Law,

(2) in making widely known those areas in which 
Egyptian authorities believe there are promising 
opportunities for investment in Egypt, and
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(3) by negotiating a tax treaty to provide a 
secure base for investor activity.

After this first visit, I have concluded that 
there is great potential in Egypt for investment. They 
want investment and are looking for ways to attract it.
For instance, while we were in Egypt, Dr. Hegazi announced 
the acceptance of permits from four major U.S. banks to 
establish offices in Egypt. This was a most significant 
indicator of Egypt's commitment to attracting U.S. 
investment and of moving to liberalize their economy.

As you know, Egyptian Foreign Minister Fahmi is leading 

a high level delegation that is meeting here in Washington 

this week. In addition, members of Minister Fahmi's dele

gation will-be meeting Assistant Secretary Parsky to discuss 

areas of economic and financial cooperation.

In my own view, this is further evidence of our common 

commitment to ensure that the spirit and momentum of our

initial meetings in Cairo last month is carried forth.
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ISRAEL
After my talks in Egypt, I visited Israel. During 

our one and a half days of intensive consultations with 
Prime Minister Rabin, and other key members of the 
Israeli Cabinet, we moved in a deliberate fashion to 
find ways to attract investment to Israel and to expand 
trade with the U.S. To assist in these efforts we took 
the following actions:

established a Joint U.S.-Israel Committee on 
Trade and Investment co-chaired by Finance Minister 
Rabinowitz and me. We also agreed to establish four 
subcommittees dealing with a) investment, b) trade, 
c) raw materials, and d) research and development.

invited Finance Minister Rabinowitz to visit 
the U.S. for the first meeting of the Joint Committee 
in early November and he accepted.

agreed to explore ways to establish a Joint 
U.S.-Israel Economic Council consisting of private U.S. 
businessmen and Israeli private business and government 
representatives.

We indicated that we are prepared to assist Israel 
by providing a broad-range of technical assistance and 
expertise. We also agreed to explore the possibility
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of a tax treaty and other incentives that may stimulate

private investment in Israel.
I believe my visit to Israel demonstrated that 

our new economic relationships in the other areas of 
the Middle East in no way signify a diminution of our 
sensitivities to Israel's needs and our desire to 
work cooperatively with them.

SAUDI ARABIA
My visit to Saudi Arabia which followed the talks 

in Israel was part of our continuing efforts to establish 
a closer economic relationship with the Saudis. The trip 
followed the President’s June meeting in that country, 
as well as Prince Fahd's June visit to Washington, when 
we established the Joint Saudi-U.S.' Economic Commission 
and the Joint Working Groups to deal with the specific 
areas of industrialization, manpower and education, 
science and technology and agriculture.

At the outset, it is important to point out that 
Saudi Arabia’s growing accumulation of monetary reserves, 
which today exceed their ability to absorb them domesti
cally has confronted them with a two-part challenge.

V
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First, how can they spend their resources at home 
in such a way as to diversify their economy and industrial
ize their country so that their reliance on oil will be 
diminished. Make no mistake about it, the Saudis are 
looking beyond the day of oil primacy.

Second, how can they invest their funds abroad in 
a fashion that will maximize profits without creating unwieldy 

and unwanted pressures on the world monetary system.
During the visit, we held intense and broad-ranging 

discussions not only on the economic goals of Saudi 
Arabia but also on their investment objectives as well.
We outlined a proposal for investment in U.S. Treasury 
Special Issues, and began an initial discussion of the 
advantages both countries would share in negotiating a 
tax treaty between the U.S. and their country.

Further, we discussed the impact of world oil prices 
on the developed and less developed countries. They 
recognize the effects of high oil prices and have clearly 
been working toward achieving more reasonable prices. In 
this regard I believe it’s important to note that during 
our visit, Oil Minister Yamani announced the Saudis' 
intention to hold an oil auction in August. The amount 
of oil to be auctioned is, at this point, uncertain, but 
we received assurances that the bid price will be accepted.

I
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Finally, I opened the initial meeting of the Joint 
Working Group on Industrialization. This group and 
the group focusing on Manpower and Education met 
for a week after I left. These groups had representation 
from our Departments of State, Commerce, Labor, HEW, and 
AID, and Assistant Secretary of the Treasury Gerald Parsky 
remained behind to coordinate both groups. I believe 
these groups accomplished a great deal during these first 
meetings. Let me briefly outline what was agreed to:

1) We will enter into a comprehensive U.S.
Government-Saudi Technical Cooperation Agreement for 
reimbursement of technical services to our government;

2) The U.S. Government will assign a number of 
U.S. Government experts to work full time in Saudi Arabia 
as part of the Joint Commission effort;

3) During August, the U.S. Government will send 
experts to Saudi Arabia for a temporary period

i) to improve the Saudi statistical and 
industrial information base,

ii) to advise on customs,
iii) to improve on port management, and
iv) to advise on environmental and pollution

standards.
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4) During September, the U.S. Government will send 
additional experts for a temporary period

i) to improve standards for industrial 
construction,

ii) to advise on the development of marine 
fisheries,

iii) to advise on establishment of international 
standards for protection of patents and 
copyrights, and

iv) to advise on the improvement of communi
cation facilities.

5) The U.S. Corps of Engineers will be requested 
to expand its role beyond that now performed for the 
Saudi Ministry of Defense to assist on important infra- 
stracture projects needed for industrialization in Saudi 
Arabia.

6) Two Saudi representatives will visit the Tennessee 
Valley Authority within the next two months to recommend 
the types of TVA assistance needed in the Saudi program to 
increase fertilizer production.

7) Finally, the Joint Working Group on Industrialization 
will meet again in late September in Washington.
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In addition, the working group on Manpower and 
Education agreed that:

1) In August, the U.S. will send three technical 
experts to Saudi Arabia to evaluate current vocational 
training, including on-the-job training, and develop
a proposal for the establishment of technical assistance 
for additional training programs;

2) In September, the U.S. will send five experts 
to evaluate the overall Saudi educational system and 
recommend full assistance projects to implement improve
ments in the system;

3) During September, Saudi experts will be sent 
to the U.S. to study government employee training and 
the petrochemical industry; and

4) Finally, during August and September 1974, the 
U.S. group agreed to mobilize U.S. resources in the
following priority areas:

i) Access for Saudi students to U.S. educational 
facilities, particularly in law and medicine, 
including medical internships,

ii) Institutional and program development for
Saudi universities and colleges, particularly 
in business administration, industrial manage 
ment, extension services (conducting special 
seminars), and technical services,
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iii) Professional recruitment and exchange, 
including seconding arrangements for 
American professors to teach in Saudi 
Arabia, and visiting professors,

iv) Establishment of junior colleges, preferably 
utilizing existing university facilities, and

v) Development of technical-level training 
program in the petrochemical field.

We plan to hold the initial meetings of the third 
and fourth working groups, on Agriculture and Science 
and Technology, in Saudi Arabia in September. We are 
hopeful that they will be as successful.
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KUWAIT

Following our stop in Saudi Arabia, we made a brief 
visit to Kuwait. Our meetings there were especially 
significant from a number of viewpoints.

First, they marked the first visit of a high-level 
delegation to this critical oil-producing country which, 
in the last decade, has come to occupy a position of 
growing importance in the world community.

Second, I had extensive and quite frank discussions 
with Kuwait’s Minister of Oil and Finance Abdul Rahman 
Atiqi regarding the price of oil. There are still con
siderable differences of opinion on this subject but it 
was a most constructive dialogue and opened the way for 
future discussions.

Third, we had an opportunity to discuss the Kuwaitis’ 
investment objectives, as well as their willingness to 
assist not only developing Arab countries, but countries 
throughout the world through such vehicles as the Kuwait 
Fund.

The Kuwaitis were most interested in receiving as 
much information as possible regarding the possibility of 
Treasury Special Issues. They recognized that the U.S. 
capital market is the most liquid and stable in the world 
economic community and were interested in the unique 
opportunities Special Issues avail to the large-scale in
vestor .
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With respect to energy issues, I think it was signifi
cant that they asked that we send Treasury energy experts 
to give them a thorough briefing on the econometric studies 
which support our view that lower oil prices are not only 
in the interests of the consuming nations, but the produc
ing nations as well. These meetings took place within 
days after my departure from Kuwait.
ENERGY POLICY MATTERS

Before discussing the European part of the trip, I 
think it would be appropriate to summarize certain oil 
policy issues that certainly were underlying my visits in 
the Mideast.

I am sure that Members of this Subcommittee are well 
aware of the viewpoint I have expressed about the present

price of oil. But I would 
I have already given publicly, 
my talks, I stressed the fact 
even apart from the political 
r the producers, would turn out 
o the producers for Three reasons, 
e effects of such cutbacks 
h further intensification of 
ting to alternative sources 
s to energy use that the effect 
value which the exporters

surplus and future declining 
like to add to the overview, 

At various times during 
that cutbacks in production, 
and security implications fo 
to be economically harmful t 
In the first place, the pric 
would inevitably lead to sue 
research and investment rela 
of energy and to alternative 
would be to reduce the total
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would receive for their oil over the life of their 
producing fields. Cutbacks might bring a higher price 
for a short period, but they would bring a more than 
offsetting reduction in revenues for a long time 
thereafter -- in view of the importers' increased 
commitment to alternatives.

In the second place, maintenance of present costs 
of export oil -- even with no increase -- would threaten 
severe economic -- and, in some cases, political -- 
damage to a large number of consuming countries to an 
extent which could not help but cause damaging backlash 
on the producers as well.

In the third place, our Treasury studies of supply 
and demand elasticity indicate that reductions in demand 
need not be very great to reduce the total size of the 
oil market significantly. Reductions in demand due to 
present prices coupled with increases in competing 
supplies will result in a steady reduction in OPEC's 
market. Thus, Treasury studies show that for a wide 
range of plausible demand and supply elasticities, recent 
price increases, if maintained, will cost OPEC a sizeable 
fraction of its sales.
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I sensed real concern in Saudi Arabia and Kuwait about 
these questions. Both Governments have requested that we 
continue our discussions of energy issues and, in particular, 
they are interested in our estimates on the projected U.S. 
needs for oil from the oil-producing countries.

In conjunction with some of the discussions in the 
Middle East on the responsibility of oil producers to aid 
lesser developed nations, I would like to provide the 
Subcommittee with the following examples of constructive 
actions taken by the OPEC countries:
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1. Six OPEC countries have pledged over $3 billion 
to a special facility in the IMF to provide supplementary 
financing for oil importing countries. Four more OPEC 
countries are considering contributions. It is contem
plated that this facility would be somewhat below market 
rates, but not in the concessional area, and would help 
both developing countries and developed countries with 
balance of payments problems arising from increased oil 
costs.

2. Kuwait is expanding its Economic Development 
Fund from approximately $600 million to over $3 billion. 
Assistance from the Fund will no longer be confined to 
Arab nations, and the new funds are to be lent on a con
cessional basis. Expansion of operations from current 
levels may be relatively slow because of the Fund’s short
age of qualified technical personnel, but the World Bank 
has offered technical assistance to overcome this staffing 
problem.

3. Iran is extending over $1 billion in bilateral 
project assistance on favorable terms to Middle East and 
South Asian countries in addition to providing special 
price and financing arrangements for certain of its oil 
exports. Saudi Arabia and Iraq are extending similar 
project and/or oil financing facilities in the region.
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4. Venezuela is actively negotiating the establish
ment of a $500 million trust fund with the Inter-American 
Bank for concessinal lending. Venezuela is also making
a further $30 million available to the Caribbean Development 
Bank.

5. Negotiations were completed in May on a charter 
for a 24-member Islamic Development Bank, with an initial 
capital in excess of $1 billion. Formal approval is expected 
with an operational target of end-1974.

. 6. On the basis of less definite information, Middle 
East OPEC countries appear to be considering special funds 
for Africa totalling .perhaps $500 million, including a $200 
million fund which would initially help with financing oil 
imports and then be recycled into longer term projects.

While we do not have complete and detailed information 
on all the financial initiatives, I think the preceding 
list amply indicates that oil producers are channelling a 
portion of their resources to the poorer countries, that 
at least a part of these resources is being made available 
on the favorable terms that the situation requires, and 
that we can anticipate still more constructive steps in

the future.
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EUROPE
After these discussions in the Mideast, I was 

pleased to have the opportunity to meet with a number 
of European leaders. In my view, a close acquaintance, 
and frequent and informal conversations with those 
responsible for economic and financial policy abroad 
are more than a useful tradition -- they are an 
essential part of our management of an increasingly 
complex world economy. There is no substitute for a 
face-to-face discussion of the current problems our 
nations face domestically as well as internationally.
On this occasion, I particularly welcomed the chance to 
meet Minister Fourcade in France and Minister Colombo 
in Italy, since both had missed the Committee of Twenty 
Meeting in Washington in June because of the press of 
domestic matters.

This Subcommittee has expressed specific interest 
in the problems of re-cycling oil money, and I will offer 
some comments on that situation in light of my talks in 
Europe. But I do at the outset want to make clear that 
this was not the only topic of concern -- specifically, 
the problem of inflation was very much on the minds of 
the leaders with whom I spoke.
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Inflation is the number one economic problem facing 
the world today. All of Europe is experiencing inflation 
rates unacceptable by past standards. And in a world 
grown increasingly interdependent through rapid growth 
of international commerce, it is increasingly recognized 
that we all share a common interest in the success of 
each other's anti-inflationary policies.

Inflation rates are too high everywhere. But they 
differ widely from country to country. Our record has 
not been good. But consumer prices have been rising even 
faster in Italy, in the United Kingdom and in France.
And even those countries can feel some relief that they 
are not experiencing the extraordinarily rapid increases 
that Japan has been suffering.

It was the German experience which particularly drew 
my attention. That country has within living memory 
suffered most severely from uncontrolled inflation and 
accordingly one finds there a low tolerance for inflation 
and strong support for policies of restraint. The German 
authorities have for an extended time followed firm 
policies of demand management. I am convinced that these 
policies explain why inflation in Germany is less virulent 
than in other countries in a fundamentally similar situation
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Our discussions in Europe did focus on the problems 
of financing oil surpluses and deficits and the ability 
of private financial markets to handle the anticipated 
vast flows of funds. Let me make clear at the outset 
that there was general recognition that the private 
markets face a serious challenge* But no one was talking 
about impending failure of financial markets generally 
or of the monetary system. Nor was there worry that 
oil monies will be capriciously shifted from one market 
to another thereby disrupting the foreign exchange and 
financial markets. All of our experience confirms that 
the financial authorities of the Arab countries intend 
to manage their oil revenues in a conservative and 
responsible manner.

The problems of re-cycling oil revenues do not arise 
from this source. They derive rather from the very large 
magnitudes involved and the abrupt adjustments required to 
handle such magnitudes. OPEC oil revenues are presently 
running at an annual rate of some $100 billion. That is 
on the basis of present oil prices, and subject to a great 
many uncertainties. Some of these revenues are spent 
on imports and other current consumption, and the balance
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is available for investments and loans and so on. There 
are uncertainties here, too, but again it is convenient 
to think in terms of perhaps some 60 percent of total 
OPEC oil revenues available for investment in one form 
or another -- roughly $60 billion at the present annual 
rate. By any standards, this represents a lot of money 
to be re-cycled.

I should caution very strongly, however, against 
extrapolating these figures into the future. You know 
already my views about oil prices. In addition, there 
are estimates which suggest that the OPEC countries may be 
able to make rapid strides toward expanding their imports 
and spending their oil revenues. Given these prospects, 
there is in my view no basis for some of the extreme 
projections of OPEC investments exceeding the trillion 
dollar level within a decade or so.

But no one should ignore the potential difficulties 
facing both the private financial markets and governments 
in dealing with the large flows expected this year. That 
is the matter which we discussed in Europe.

As far as the private markets were concerned, we were 
careful to approach this question quite apart from the 
difficulties of a few individual banks which have over
extended themselves in trading primarily in the forward
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exchange markets. Forward trading is important to the 
proper functioning of the foreign exchange markets, 
but clearly some of these institutions simply got in 
over their heads.

Apart from these cases, we observed that the private 
financial system was doing a remarkable job of handling 
very large expanded operations. The financial inter
mediaries are, of course, adjusting their practices in 
the face of changed circumstances, in particular proving 
themselves unwilling to pay the same rates for short 
maturity deposits they cannot easily use as for longer- 
term deposits they can re-lend prudently. They are also 
becoming more active as brokers, arranging direct 
placements. And the lenders are exploring other channels 
for their funds, thus easing the pressures on the financial 
intermediaries. I refer here not only to the talks we 
have been having with Middle Eastern financial authorities 
about possible purchases of U.S. Special Securities but 
also about such developments as the recently announced 
Iranian advances to France and the U.K., and 
investment in the Krupp concern in Germany.

It is true, of course, that world capital markets are 
very large even in comparison to prospective OPEC oil 
monies. To take the U.S. market alone: U.S. corporate
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assets are estimated at well in excess of $2 trillion, 
and equity and debt securities outstanding at the end 
of last year amounted to some $1.8 trillion. Even the 
relatively young ’’Euro Currency" market had at the end 
of last year, before the new oil prices had much impact 
on capital flows, grown to over $150 billion. Today,

t h a t  m arke t probably approaches $200 billion.
As for the role of governments in facilitating the 

flow of money through private markets and directly in 
the re-cycling process, the first responsibility of 
governments is to maintain those economic and financial 
conditions that are conducive to sound economic activity.
In the present circumstances, this means firm policies 
to deal with inflation and the avoidance of sharp turns 
in policies. I can see nothing but trouble if we yield 
to inflation.

A second area of governmental responsibility involves 
the surveillance and supervision of banking practices.
Cases of faulty management in the foreign exchange dealings 
of some banks, for example, suggest it is a time for careful 
attention by supervisory authorities to the practices of 
individual institutions. In my talks in Germany, I was 
interested to have an explanation of the steps being taken 
there to obtain better control of bank activities.
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Yet another role of governments, or more commonly, 
of central banks, is that of assuring the smooth functioning 
of the financial system as a whole. The public authorities 
cannot be asked to provide compensation for the mistakes 
of management: They can properly be asked to see that 
the solvency problems of one institution do not snowball 
into severe liquidity problems for the entire system.

Beyond facilitating flows of funds through the private 
markets, there is also a proper role for governments 
directly in the re-cycling process.

Here I think first of the problems of the poorest countries 
most seriously affected by the oil price increases. I am 
encouraged by the evidence that the oil exporting countries 
are recognizing their responsibilities by expanding their 
assistance, both directly AND indirectly, to those hardest 
hit countries.

But there remains an urgent need to organize the necessary 
assistance for these countries. Progress toward that end was 
initiated at the June meeting of the Ministers of the Committee 
of 20 when it was agreed that a new development council would 
be established and that it would give priority attention to 
the problems of these most seriously affected countries.
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That C-20 meeting also agreed on another important 
step involving governments in the re-cycling process, by 
establishing the special oil facility in the International
Monetary Fund, That facility
will provide a very useful supplement for those countries
which can afford its near-market terms but which are unable 
to obtain adequate financing through private markets.

Governments and central banks of the main countries 
have, in addition, an extensive network of swap arrange
ments developed first in the 1960’s. Although not 
appropriate for long-term financing of oil deficits, 
they can serve usefully to assist in dealing with short
term pressures in the exchange markets.

The responsibility of governments does not end with 
these steps. In my conversations abroad, we were very 
keenly aware of the need to follow closely developments 
in the markets and, if necessary, develop new mechanisms 
to channel oil funds. We will be working on contingency 
plans which will allow us to act quickly and positively 
should need arise.

The breadth and diversity of U. S. capital markets 
suggest that we will attract a substantial share of OPEG 
funds. My European colleagues expressed some concern, 
in fact that these flows to the U. S. would exceed levels 
needed to finance our increased oil bills. Although they
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recognized there was no evidence that such excessive 
inflows to the U.S. were in fact occurring they were 
interested in what our reaction would be.

Our reaction to this potential problem is already 
a matter of record. Earlier this year we removed our 
capital controls and opened our markets to foreign 
borrowers again on the basis prevailing before imposition 
of restraints over a decade ago. Under these circumstances, 
should there be substantial investments in U.S. Govern
ment securities, this would reduce our official borrowing 
from domestic sources and free resources for lending 
abroad. We have offered OPEC nations an opportunity to 
place a portion of their funds in special U.S. Government 
securities, and there is deep interest on their part in 
such placements. But this is a matter of convenience, 
not an attempt to attract excessive investments here.
No special inducements are offered -- merely the opportunity 
of government-to-government transactions which enable the 
investor to transact very large sums without influencing 
the market against himself. It is a facility we would 
offer -- and have offered -- a number of foreign nations 
holding very large dollar balances.
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To a large extent, I returned from my meetings in the 
Middle East <jind Europe reassured that a firm basis exists 
for dealing with the critical problems of the day in a 
cooperative framework* We have put the mechanisms in 
place that will enhance economic development and at the same 
time establish closer relationships with these countries. 
Strengthening their economies is in the best interest of 
the entire world. I believe we have taken the necessary 
first steps in that effort and now we must work together 
to implement these initiatives. I am confident that we 
have the will and the resources to succeed in this critical 
task.

0O0



FOR IMMEDIATE RELEASE August 15, 1974
DETERMINATION OF SALES AT NOT LESS 

THAN FAIR VALUE ON PAPERMAKING MACHINERY FROM CANADA
Acting Assistant Secretary of the Treasury James B. 

Clawson announced today a determination that papermaking 
machinery from Canada is not being, nor is likely to be, 
sold at less than fair value within the meaning of the 
Antidumping Act, 1921, as amended. The merchandise con
sists of an entire newsprint papermaking machine including 
constituent components such as the headbox and reels.
Notice of this decision will appear in the Federal Register 
of August 16, 1974.

A Notice of Tentative Negative Determination was 
published in the Federal Register of May 17, 1974.

During the period of 1971 through 1972, sales of 
papermaking machines from Canada were valued at approxi
mately $6.5 million.

* * * * *
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I Department of t h e T R E A S U R Y
ItfHINGTON, D.C. 202Jtf1 TELEPHONE W04 2041

FOR RELEASE AT 10:30 A.M.
THURSDAY, AUGUST 15, 1974

STATEMENT OF THE HONORABLE WILLIAM E. SIMON 
SECRETARY OF THE TREASURY 

BEFORE THE
SENATE BUDGET COMMITTEE 

WASHINGTON, D.C.
AUGUST 15, 1974

Mr. Chairman and Members of this Committee:
I am glad, to be here this morning to participate in 

these first hearings of the Senate Budget Committee. I 
have been an enthusiastic supporter of budget reform since 
I first came to the Treasury, and I am pleased to see that 
you are moving so very promptly to implement the Budget 
Reform and Impoundment Control Act of 1974.

This is an important time for the Budget Committee to 
begin its work. In my judgment, there is nothing the 
Administration and the Congress, working together, can do 
that is more important for the economic welfare of the 
American people than to reduce the very rapid momentum that 
has built up in the growth of Federal expenditures. Such 
action would have many important benefits in both the short 

and long term.

WS - 85
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First, it would help us meet the premier long-term 

challenge that we have for economic policy, which is to 
make sure that during the next decade our economy generates 
the enormous volume of savings and investment that will be 
necessary for Project Independence, new mass-transit systems, 
housing, and all the other capital requirements of our 
society. I believe that we will have to raise the share 
of national output devoted to savings and investment by a 
substantial margin. It is not widely recognized that our 
investment performance has been relatively poor. Since 
1960, plant and equipment spending in the United States 
was only 15 percent of total output, whereas France invested 
18 percent, Germany 20 percent and Japan 27 percent. And 
furthermore, for gross domestic investment (which includes 
inventories, housing and public investment), the proportions 
for 1973 are: United States 17 percent, France 26 percent, 
Germany 25 percent and Japan 37 percent.

It will not be a simple matter to raise our investment 
share; quite the contrary. We will have to change our many 
policies that encourage consumption at the expense of savings 
and investment. Among the most important changes that we 
will have to make is to maintain regular surpluses in the 
budget, so that the Federal Government would be adding to 
the supply of savings available to the private economy, 
instead of using up those savings -- as we have been doing
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in 13 of the past 14 years. If we could maintain, on 
average, a budget surplus equal to even one-half percent 
of GNP, we would add about 3 percent to the flow of savings 
available to the private sector. And if we are to slow the 
ongoing momentum of growth in Federal expenditures, we had 
better get on with it by making some spending cuts right now.

Second, in the near term, control of budget expenditures 
has an important psychological value in demonstrating to 
the American people that we are serious about inflation. 
Without some cuts in the budget, the credibility of our 
efforts will be suspect. I believe that bringing the budget 
into better balance would be the most important single step 
that could be taken to restore the confidence of the 
American people in their own and the Nation’s economic futuie 

Third, a tighter fiscal policy will reduce the Treasury’ 
demands for funds and will thereby reduce the heavy pressures 
that we now see in the financial markets. A tighter fiscal 
policy would mean that monetary policy will not have to 
bear the main burden of the stabilization effort.

On this point, I think we should remember that the 
Federal Government has a greater impact on the financial 
markets than is indicated by the deficit in the Unified 
Budget. For one thing, the Export-Import Bank and the Postal 
Service are not in the budget and, correspondingly, their 
credit demands do not get included in the Budget deficit.



4

Much more important, there is a large volume of credit that 
is guaranteed by Federal agencies -- to assist public and 
private housing, urban and rural development, shipbuilding 
and railroads, health, education, small business, and other 
functions. These all represent demands that we in the 
Government place on the financial markets. It is not often 
realized how large these demands are; in fact, in many years 
the net borrowings for these programs exceed the deficit in 
the Unified Budget, as shown'in the table below. (Note that 
these figures do not include the borrowings of the Federally 
sponsored agencies: the Federal National Mortgage Association, 
the Home Loan Bank System, and the Farm Credit System.)

Unified Additional
iscal Budget Federal
Y ear Deficit Credit Total

(billions of dollars)
1971 -23.0 -16.8 -39.8
1972 -23.2 -18.0 -41.2
1973 -14.3 -15.6 -29,9
1974 - 3.5 -16.8 -20.3
1975 (est .)-ll. 4 -14.9 -26.3

If the sponsored agencies are also added in, the Federal 
presence in the credit markets reaches rather startling 
dimensions. In the fiscal year 1973, total Federal and 
Federally assisted borrowings accounted for 62 percent of all 
the funds raised through borrowings in the capital markets.
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The fourth reason for curbing Federal expenditures is 
the most important reason, because it involves the number 
one problem in the country today -- inflation. Americans are 
experiencing their first sustained siege of intolerably 
rapid peacetime inflation. It is a new and most unwelcome 
experience. They do not understand where double-digit 
inflation came from and they lack confidence that their 
government will be able to get the situation under control.

How did we get here? I will not try to retrace all 
the causes of the current inflation, or try to fix the blame 
one place or another. Without too much risk of oversimpli
fication, I think it is fair to say that the price explosion 
of 1973-74 is primarily attributable to (a) a series of 
severe temporary shocks that originated mostly outside the 
U.S. economic system and (b) almost a decade of excessively 
stimulative fiscal and monetary policies.

The outside shocks are, by now, familiar to all of us: 
the world-wide agricultural crop failures of 1972, enormous 
pressures on the prices of internationally traded raw 
materials, two devaluations of the dollar, and the Arab 
oil embargo. In addition, the end of the controls program 
is now operating as an additional temporary force to raise 
some prices and wages faster than otherwise would have been

the case.
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But all these special factors, as important as they 

have been, are of a temporary, one-shot nature. Had our 
general economic policies not been too stimulative, the 
outside shocks would have had only a one-time effect. Once 
they had worked their way through the system, the inflation 
would have settled down again to a tolerable rate.

But our general economic policies have, in fact, been 
far too stimulative for a long period of time. Let me 
give you two examples of how policy changed in the mid-1960s. 
First, on the fiscal side: from 1955 to 1965 Federal 
expenditures rose at roughly a 6 percent annual rate. From 
1965 to 1974, however, Federal expenditures surged to a 
10 percent annual rate of growth. This rapid spending growth 
created huge Federal deficits which, coming as they did during 
periods of high business activity, added enormously to 
economic demands. These deficits were, therefore, directly 
responsible for creating strong upward pressures on the 
price level. Second, monetary policy also broke out of a 
previously established pattern. From 1955 to 1965 the money 
supply grew at a 21/2 percent rate. Since then, the growth 
rate has more than doubled to a 6 percent annual pace. It 
is no accident that during the earlier period we had a rather 
stable price performance, but since 1965 we have had the worst 
peacetime inflation in our history.
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What has and is happening, then, is that the excessive 
budget deficits and the excessive growth of money and 
credit in recent years prevented the "temporary" price 
pressures from running their course and fading away. Instead, 
much of the inflation from the outside shocks is or soon 
will be deeply embedded in our entire system. It is or 
soon will be embedded into the pattern of wage settlements 
and into the structure of interest rates. It is or soon . 
will be embedded into the economic expectations of consumers, 
of workers, of investors, of businessmen -- everybody.

And because this inflation is becoming so deeply 
embedded, squeezing it out of the system will be a long, 
tough process. It is a most difficult challenge for 

economic policy.
Our only viable policy alternative, in my opinion, is 

to apply the necessary fiscal and monetary discipline persistently 
and consistently to keep the economy operating within the 
limits of its capacity to produce. The economy can be 
prosperous and it must continue to grow, but we must not let 
it continue to run away with itself. Demand will have to 
be held slightly below total potential output. Sales can 
show a healthy growth, but that growth will have to be 
constrained so that if businessmen try to raise prices too 
fast} competitive pressures will prevent them from doing so.



Employment can grow, too, but our labor markets must not
be too tight, so that the joint worker-management process 
of wage determination can result in a gradual deceleration 
of the upward trend of pay scales.

Let me emphasize that this fight against inflation 
will take years. There are no shortcuts, no acceptable 
quick solutions. Frequent and abrupt changes in policy are 
the worst policy of all. To cure the price disease, we 
must be prepared to stay the long course and take an even 
strain on economic policy year after year. This is the 
only way to get the job done.

There are many who question the effectiveness of 
restrictive fiscal policy to counter these fundamental 
inflationary pressures. In my view, however, the evidence 
of experience is clear that fiscal restraint applied 
consistently and in tandem with monetary restraint can 
bring inflation under control.

Inflation is an exceedingly complex process and no 
simple chart will ever be able to give us the answer to the 
inflation problem. I believe, however, that the attached 
chart captures the essence of the budget’s contribution to 
the control of inflation. It can be seen that the actual 
budget position (top panel) does not correlate closely with 
the rate of inflation (bottom panel). This is where the 
full employment budget proves itself to be a useful guide
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to economic policy. The full employment calculation adjusts 
the budget data to remove the impact of the economy on 
the budget, and thereby brings out the impact of the budget 
on the economy. When the full employment budget position 
(middle panel) is compared to the rate of inflation, a 
fairly striking pattern emerges. There is a strong general 
relationship between the two. In the broad sweep of things, 
it is clear that sustained and sizable budget surpluses are 
associated with be low-average, inflation and sustained and 
sizable budget deficits are associated with above-average 
inflation.

There are two years during the 26-year span covered by 
the chart in which the inflation is far higher than can be 
accounted for by fiscal policy. These years are 1950-51 
and 1973-74, which were the two occasions when commodity 
inflation (food and industrial raw materials) had an extra
ordinarily large, one-time impact on the general price level. 
Aside from these two occasions, the relationship strongly 
supports the general notion that budget deficits are 
inflationary and budget surpluses are not inflationary.

It is for these four reasons, all of which I think are 
persuasive, that I am so strongly committed to budget discipline, 
not only for this year but for many years ahead. It is indeed 
fortunate that the Congress has placed itself in a position --
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through the new budget mechanism of which this Committee is 
a vital part -- to deal effectively with the difficult 
fiscal decisions that lie ahead.

Economic Adjustments

Any well-conceived anti-inflation program must also 
have regard for the casualties of inflation and for those 
whose earnings may be interrupted for a time by a program 
of disinflation. Without getting into detail, let me say 
that I believe we can gradually reduce inflation without 
suffering massive unemployment. For a time, we will have 
to live with more unemployment than we would like, but it 
will not have to be a.large amount. To deal with this 
contingency, we have proposed improvements in our system 
of unemployment compensation, and I again urge Congressional 

passage of that legislation.
Strains in the financial markets have had particularly 

adverse effects on housing, and in May we put forward a 
$ 1 0 billion program to augment the supply of mortgage funds. 
These financial strains together with higher prices of primary 
energy have —  because of the slow pace of the regulatory 
process -- produced dangerously low earnings for many companies 
in regulated industries. While these are largely state and 
local regulatory bodies which must act, the Administration is 
examining what might be done to speed up the needed changes. 
These illustrate the kinds of economic adjustments that must
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be accommodated in order to facilitate the disinflationary 
process.

Where to Cut

It is easy for me to come before you and say that we 
must cut the budget. It may be, in fact, that the explosive 
inflation of the past couple of years has caused a shift in 
public opinion to the point where it is now a very popular 
position to advocate slowing down the growth of Federal 
spending. The people are aware, in a general way at least, 
that it took us 185 years to get up to the $ 1 0 0 billion mark 
in Federal spending, but only nine more years to reach the 
$200 billion mark, and just four more years after that to 
get to $300 billion. A national consensus appears to be 
developing that we should slow this process down, and what 
is good economics may now also be good politics.

The next step, however, is the tough one: Where should 
the budget be cut? What specific programs are to be eliminated 
or at least stretched out? This is the nub of the issue, and 
although the general idea of cutting the budget may now be 
popular, that is almost certainly not true for individual 
programs. Specific budget cuts are never popular. Nobody 
wants to see their own high-priority areas cut back; that is 

entirely understandable.
But if we are to cut the budget in total, there is no 

alternative but that some individual programs will have to
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give way. I think you will agree with me that .this hearing 
is not the place to decide where to cut the budget. We now 
have a new mechanism that provides the Legislative and 
Executive Branches of Government with the. means to cooperated 
closely on budget matters, and we sdiould use this mechanism 
to determine our budget priorities.

I want to stress the cooperative nature of this process. 
Only in this way can we strike the necessary balance between 
what is economically practical and what is politically 
practical. Only in this way can we be sure that in making 
cuts in specific programs we do not roll back the clock on 
economic and social progress in this Nation. Only in this 
way can we take a thoughtful, careful approach to the task 
of pruning the budget, rather than taking a meat-ax, across- 
the-board approach in which the good programs get cut along 
with the bad. Only in this way can we have the kind of 
tough give-and-take that is the hallmark of democratic 
government. It will not be an easy task but it is a vital 
one, and I look forward to working on it with you, II 
Mr. Chairman; and the other Members of this Committee.

\
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NOTES TO CHART ‘

The budget data shown here are- the 
actual surpluses and deficits-, 
a national income accounts basis, 3  ' r|
for calendar years expressed as 'V  ̂
a percent of Gross National Product.
Data from U.S. Department of Commerce.

These budget data are the same" as in :va 
Panel 1 except that the surpluses and 
deficits have been adjusted by the TV 
Federal Reserve Bank of St. Louis to 
a full-employment basis by standardizing 
the figures to a constant . 4 ' 
unemployment rate. The b ars % f i*™ " ‘
plotted -- for the purpose of better 
displaying the relationship between 
the budget and inflation -- as deviations ?
from the average surplus for 1948*73 
of 0.8 percent of GNP. (Panel 1 was 
not plotted this way because t i l r f c ' r r*: 
average was virtually equal fV*- f * «,

j | . • , ; . •
Inflation is represented here by '> m m  l * 
percent changes in the GNP deflator from 
the previous year. In effect»therefore, 1 J 
the inflation measure is charted with 
a 6 -month lag compared to the budget ; -
data in Panels 1 and 2 . The bars are 
plotted as deviations from the 1949-74 
average price increase of £4p
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The Treasury Departm ent, by t h i s  p u b lic  n o t ic e , i n v it e s  ten ders fo r  
$ 1 ,8 0 0 ,0 0 0 ,0 0 0 , or th e re a b o u ts, o f 364-day Treasury b i l l s  to  be dated  
August 27, 1974, and to  mature August 26, 1975 (CUSIP No. 912793 WS1).

The bills will be issued for cash and in exchange for Treasury bills 
maturing August 27, 1974, outstanding in the amount of $ 1 ,8 0 4 ,8 2 0 ,0 0 0 , of 
which Government accounts and Federal Reserve Banks, for themselves and as 
agents of foreign and international monetary authorities, presently hold 
$721,135,000. These accounts may exchange bills they hold for the bills 
now being offered at thé average price of accepted tenders.

The bills will be'issued on a discount basis under competitive and 
noncompetitive bidding as hereinafter provided, and at maturity their face 
amount will be payable without interest. They will be issued in bearer form

in denominations o f $10,000, $15,000, $50,000, $100,000, $500,000 and 
$1,000,000 (m aturity valu e) and in  book-entry form to designated b id d ers.

Tenders will be received at Federal Reserve Banks and Branches up to 
the closing hour, one-thirty p.m., Eastern Daylight Saving time, Wednesday, 
August 21, 1974.- Tenders will not be received at the Treasury Department, 
Washington. Each tender must be for a minimum of $10,000, Tenders over 
$10,000 must be in multiples of $5,0 00 . In the case of competitive tenders 
the price offered must be expressed on the basis of 100, with not more than 
three decimals, e.g., 99.925. Fractions may not be used. It is urged that 
tenders be made on the printed forms and forwarded in the special envelopes 
which will be supplied by Federal Reserve Banks or Branches on application 
therefor.

Banking institutions and dealers who make primary markets in Government 
securities and report daily to the Federal Reserve Bank of New York their positions

(OVER)
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witih respect to Government securities and borrowings thereon may submit tenders 
for account of customers provided the names of the customers are set forth in 
such tenders. Others will not be permitted to submit tenders except for their 
own account. Tenders will be received without deposit from incorporated banks and 
trust companies and from responsible and recognized dealers in investment securitie 
Tenders from others must be accompanied by payment of 2 percent of the face amount 
of Treasury bills applied for, unless the tenders are accompanied by an express 
guaranty of payment by an incorporated bank or trust company.

Immediately after the closing hour, tenders will be opened at the Federal 
Reserve Banks and Branches, following which public announcement will be made by 
the Treasury Department of the amount and price range of accepted bids. Only those 
submitting competitive tenders will be advised of the acceptance or rejection 
thereof. The Secretary of the Treasury expressly reserves the right to accept 
or reject any or all tenders, in whole or in part, and his action in any such 
respect shall be final. Subject to these reservations, noncompetitive tenders 
for $200,000 or less without stated price from any one bidder will be accepted 
in full at the average price (in three decimals) of accepted competitive bids. 
Settlement for accepted tenders in accordance with the bids must be made or 
completed at the Federal Reserve Bank on August 27, 1974, in cash or other 
immediately available funds or in a like face amount of Treasury bills maturing 
August 27, 1974. Cash and exchange tenders will receive equal treatment.
Cash adjustments will be made for differences between the par value of maturing 
bills accepted in exchange and the issue price of the new bills.

Under Sections 454(b) and 1221(5) of the Internal Revenue Code of 1954 the 
amount of discount at which bills issued hereunder are sold is considered to accrue 
when the bills are sold, redeemed or otherwise disposed of, and the bills are ex
cluded from consideration as capital assets. Accordingly, the owner of Treasury 
bills (other than life insurance companies) issued hereunder must include in his 
income tax return, as ordinary gain or loss, the difference between the price paid 
for the bills, whether on original issue or on subsequent purchase, and the amount 
actually received either upon sale or redemption at maturity during the taxable 
year for which the return is made.

Treasury Department Circular No. 418 (current revision) and this notice, 
prescribe the terms of the Treasury bills and govern the conditions of their issue. 
Copies of the circular may be obtained from any Federal Reserve Bank or Branch.



Department of theTR YlASHINGTON. D.C. 20220 TELEPHONE W04-2041

1?
FOR IMMEDIATE RELEASE August 16, 1974

BIG DEMAND MAY DELAY ISSUANCE 
OF SOME SECURITIES

tose

Heavy public response to Treasury’s August 15 
refinancing may result in some delay in delivery of 
registered notes and bonds because of the additional 
work required for registration.

It may be as late as November 1 before some 
subscribers receive their securities, but the secu
rities will be dated August 15, 1974, and earn 
interest from that date.

Despite the greater work that registration en
tails, and the initial delay in issuance, small 
investors who purchase Treasury notes and bonds 
are encouraged to request them in registered form. 
Registration provides protection in case of loss 
or theft, whereas securities held in the unregistered 
form do not have this protection.

H. J. Hintgen
Commissioner of Public Debt

ue
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J Department of th e fR E A S U R YÉ hINGTON. D C . 20220 TELEPHONE W04-2041

VOR RELEASE 6:30 P .M . August 19, 1974

RESULTS OF TREASURY’ S WEEKLY BILL AUCTIONS

Tenders fo r  $ 2 . 8  b i l l i o n  o f 13-week Treasury b i l l s  and fo r  $ 2 . 0  b i l l i o n  
of 26-week Treasury b i l l s ,  both s e r ie s  to be issu ed on August 22, 1974, 
were opened a t the F e d e ra l Reserve Banks to day. The d e t a ils  are as fo llo w s :

RANGE OF ACCEPTED 
COMPETITIVE BIDS:

High
Low
Average

13-week b i l l s  
m aturing November 21, 1974

P r ic e

97.794 a/
97.750
97.764

E q u iv a le n t  
Annual Rate

8.727% 
8.901% 
8.846% 1/

26-week b i l l s  
m aturing February 20, 1975

P r ic e

95.561 b/ 
95.467 " 
95.501

E q u iv a le n t  
Annual Rate

8.780%
8.966%
8.899% 1/

a/ Excepting 1 tender o f $200,000 
b/ Excepting 1 tender o f $395,000

Tenders a t  the low p r ic e  fo r  the 13-week b i l l s  were a l lo t t e d  9%. 
Tenders a t  th e low p r ic e  fo r  the 26-week b i l l s  were a l lo t t e d  1%.

TOTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE D ISTRICTS:

D i s t r i c t A p p lied  For Accepted Applied For Accepted

Boston $ 49,770,000 $ 39,770,000 $ 15,530,000 $ 15,530,000New York 3,093,890,000 2,184,955,000 2,389,435,000 1,645,485,000
P h ila d e lp h ia 35,695,000 35,650,000 13,400,000 13,400,000
Cleveland 59,525,000 47,145,000 48,305,000 32,785,000
Richmond 62,165,000 42,665,000 42,795,000 26,295,000
A tla n ta 39,895,000 35,405,000 24,895,000 22,895,000
Chicago 233,995,000 158,500,000 224,200,000 94,300,000
S t . Louis 40,015,000 31,630,000 24,550,000 21,550,000
M inneapolis 12,200,000 12,200,000 8,305,000 8,305,000
Kansas C it y 46,730,000 45,035,000 23,220,000 22,920,000
D a lla s 32,895,000 21,460,000 29,880,000 18,880,000
San F ra n cisco  222,300,000 145,755,000 139,755,000 77,755,000

TOTALS $3,929,075,000 $2,800,170,000 ç / $ 2 ,984,270,000 $ 2 ,0 0 0 ,1 0 0 ,OOOd /

¿/In clu d e s $475,595,000 n oncom petitive tenders accepted a t average p r ic e .  
d/Lncludes $247,870,000 n oncom petitive tenders accepted a t  average p r ic e .  

1/ These r a te s  are on a bank- d isco u n t b a s is . The eq u iv a le n t co u p o n -issu e  
y ie ld s  are 9.17% fo r  the 13-week b i l l s ,  and 9.45% fo r  the 26-week b i l l s .
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The Treasury Departm ent, by t h is  p u b lic  n o t ic e , in v it e s  tenders fo r  two 
series o f Treasury b i l l s  to  the aggregate amount o f $ 4 ,8 0 0 ,0 0 0 ,0 0 0 , or th e re a b o u ts, 
to be issued August 29, 1974, as fo llo w s :

92-d ay b i l l s  (to  m a tu rity  date) in  the amount o f $ 2 ,8 0 0 ,0 0 0 ,0 0 0 , or th e re a b o u ts, 
[representing an a d d itio n a l amount o f b i l l s  dated May 30, 1974, and to  mature

November 29, 1974 (CUSIP No. 912793 VA1) , o r ig in a lly  issu ed in  the amount o f 
$1,902,570,000, the a d d itio n a l and o r ig in a l  b i l l s  to  be fr e e ly  in te rc h a n g e a b le .

182-d ay b i l l s  fo r  $ 2 ,0 0 0 ,0 0 0 ,0 0 0 , or th e reab o u ts, to  be dated August 29, 1974, 
and to mature February 27,1975 (CUSIP No. 912793 V X 1).

The b i l l s  w i l l  be issu ed  fo r  cash and in  exchange fo r  Treasury b i l l s  m aturing  
August 29, 1974 , o u tstan d in g in  the amount o f $4,406,125,000, o f  which Government

accounts and F ed eral Reserve Banks, fo r  them selves and as agen ts o f fo r e ig n  and 
in te rn a tio n a l monetary a u t h o r it ie s , p r e s e n tly  hold $ 2 ,5 4 0 ,1 7 5 ,0 0 0 . These accou n ts  
may exchange b i l l s  they hold fo r  the b i l l s  now being o ffe r e d  a t the average p r ic e s  
of accepted ten d e rs.

The b i l l s  o f both s e r ie s  w i l l  be issu ed on a disco u n t b a s is  under co m p etitive  
and noncom petitive b id d in g as h e r e in a fte r  provided, and a t  m atu rity  th e ir  fa c e  
amount w i l l  be payable w ithout in t e r e s t . They w i l l  be issu ed in  bearer form in

denominations o f $10,000, $15,000, $50,000, $100,000, $500,000 and $1,000,000  
(maturity valu e) and in  book-entry form to designated b id d e rs.

Tenders w i l l  be re ce iv e d  a t  Fed eral Reserve Banks and Branches up to  the c lo s in g  
hour, o n e -th ir ty  p . m . , Eastern  D a y lig h t Saving tim e, Monday, August 26, 1974.

Tenders w i l l  not be re ceive d  a t  the Treasury Department, W ashington. Each tender  
must be fo r  a minimum o f $10,000. Tenders over $10,000 must be in  m u ltip le s  o f  
$5,000. In  the case o f co m p etitive  tenders the p r ic e  o ffe r e d  must be expressed on 
the b a s is  o f 100, w ith  not more than three d e cim als, e . g . ,  99.925. F r a c tio n s  may 
not be used. I t  i s  urged th a t tenders be made on the p rin te d  forms and forwarded 
in the s p e c ia l envelopes which w i l l  be supplied by Fed eral Reserve Banks or Branches 
on a p p lic a tio n  th e r e fo r .

Banking i n s t i t u t i o n s  and d e a le rs who make primary markets in  Government 
s e c u r itie s  and rep o rt d a ily  to the F e d e ia l Reserve Bank o f New York th e ir  p o s it io n s

(OVER)
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with respect to Government securities and borrowings thereon may submit tenders 
for account of customers provided the names of the customers are set forth in 
such tenders. Others will not be permitted to submit tenders except for their 
own account. Tenders will be received without deposit from Incorporated banks and 
trust companies and from responsible and recognized dealers in investment securities, 
Tenders from others must be accompanied by payment of 2 percent of the face amount 
of Treasury bills applied for, unless the tenders are accompanied by an express 
guaranty of'payment by an incorporated bank or trust company.

Immediately after the closing hour, tenders will be opened at the Federal 
Reserve Banks and Branches, following which public announcement will be made by 
the Treasury Department of the amount and price range of accepted bids. Only those 
submitting competitive tenders will be advised of the acceptance or rejection 
thereof. The Secretary of the Treasury expressly reserves the right to accept 
or reject any or all tenders, in whole or in part, and his action in any such respect 
shall be final. Subject to these reservations, noncompetitive tenders for each 
issue for $200,000 or less without stated price from any one bidder will be accepted 
in full at the average price (in three decimals) of accepted competitive bids for 
the respective issues. Settlement for accepted tenders in accordance with the 
bids must be made or completed at the Federal Reserve Bank on August 29, 1974, 
in cash or other immediately available funds or in a like face amount of Treasury 
bills maturing August 29, 1974. Cash and exchange tenders will receive equal 
treatment. Cash adjustments will be made for differences between the par value of 
maturing bills accepted in exchange and the issue price of the new bills.

Under Sections 454(b) and 1221 (5) of the Internal Revenue Code of 1954 the 
amount of discount at which bills Issued hereunder are sold is considered to accrue 
when the bills are sold, redeemed or otherwise disposed of, and the bills are ex- ■>'eluded from consideration as capital assets. Accordingly, the owner of Treasury 
bills (other than life insurance companies) issued hereunder must Include in his 
income tax return, as ordinary gain or loss, the difference between the price paid 
for the bills, whether on original issue or on subsequent purchase, and the amount 
actually received either upon sale or redemption at maturity during the taxable 
year for which the return is made.

Treasury Department Circular No. 418 (current revision) and this notice, 
prescribe the terms of the Treasury bills and govern the conditions of their issue. 
Copies of the circular may be obtained from any Federal Reserve Bank or Branch.



©aerai nnancmg Dame
WASHINGTON, D.C. 20220

H WS
FOR IMMEDIATE RELEASE August 20, 1974

Jack F. Bennett, President of the Federal Financing 
Bank, today signed a $1.5 billion loan commitment agree
ment with the Rural Electrification Administration, 
Department of Agriculture. Under the agreement, loans 
will be made to rural electrification and telephone 
systems for periods up to 34 years. REA will guarantee 
the loans and act as agent for the Federal Financing Bank. 
The rate of interest on each advance will be determined 
by the Federal Financing Bank at the time of the advance.

oOo



Department of theJU[/\SHUYASHINGTON, D C. 20220 TELEPHONE W04-2041

FOR RELEASE 3:30 P.M. August 20, 1974

$2 BILLION OFFERING OF TREASURY BILLS

The Treasury will raise $2 billion to meet early September 

cash needs by issuing Treasury bills maturing June 30, 1975.

The June 1975 maturity fits into the Treasury’s 2-year cycle 

of issues with maturities on the last day of March, June, September, 

and December. This issue completes the cycle.

The auction for the bills will be on Wednesday, August 28, 

with payment on Wednesday, September 4* Payment may not be made 

by credit to tax and loan accounts.

Details of the offering are contained in a separate press 

release•

Jack F. Bennett
Under Secretary for Monetary Affairs



The Treasury Department, by t h is  p u b lic  n o t ic e , in v it e s  tenders fo r  
I $2,000,000,000, or th e reab o u ts, o f 299-day Treasury b i l l s ,  to  be issu ed on a 
■ discount b a s is  under co m p e titiv e  and noncom petitive bidding as h e r e in a fte r  
■ provided. The b i l l s  o f t h is  s e r ie s  w i l l  be dated September 4 , 1974, and w i l l
■  mature June 30, 1975 (CUSIP No. 912793 WY&)when the fa c e  amount w i l l  be payable
■  without in t e r e s t . They w i l l  be issu ed in  bearer form in  denominations o f

■  $10,000, $15,000, $50,000, $100,000, $500,000 and $1,000,000 (m aturity valu e)
■ and in book-entry form to design ated b id d ers.

Tenders w i l l  be receive d  a t  Fed eral Reserve Banks and Branches up to
■  the c lo s in g  hour, o n e -th ir ty  p . m . , E astern  D a y lig h t Saving tim e, August 28, 1974. 
■ Tenders w i l l  not be receive d  a t  the Treasury Department, W ashington. Each tender

■  must be fo r  a minimum o f $10,000. Tenders over $10,000 must be in  m u ltip le s  o f  
■ $5,000. In the case o f co m p etitive  tenders the p r ic e  o ffe r e d  must be expressed  
■ on the b a s is  o f 100, w ith  not more than three d ecim als, e . g . , 99.925. F r a c tio n s  
■ may not be used. I t  i s  urged th a t tenders be made on the p rin ted  forms and

forwarded in  the s p e c ia l  envelopes which w i l l  be supplied by Federal Reserve Banks 
■ or Branches on a p p lic a tio n  th e r e fo r .

Banking in s t i t u t i o n s  and d e a le rs who make primary markets in  Government 
I  s e c u ritie s  and rep o rt d a ily  to  the Fed eral Reserve Bank o f New York th e ir  p o s itio n s  
■ w ith resp ect to Government s e c u r it ie s  and borrowings thereon may submit tenders  
I  for account o f custom ers, provided the names o f the customers are s e t fo r th  in  
I  such ten ders. Others w i l l  not be perm itted to submit tenders except fo r  th e ir  
I  own account. Tenders w i l l  be received  w ithout d ep o sit from incorporated banks and 

tru st companies and from re sp o n sib le  and recognized d e alers in  investm ent s e c u r it ie s  
I  Tenders from o th ers must be accompanied by payment o f 2 percent o f the fa c e  amount 
I  of Treasury b i l l s  ap p lie d  f o r ,  u n less the tenders are accompanied by an express  
I  guaranty o f payment by an incorporated bank or tr u s t  company.

A l l  bidders are required to  agree not to purchase or to  s e l l ,  or to  make 
■  any agreements w ith  re sp e ct to the purchase or s a le  or other d is p o s it io n  o f any 

I  b i l l s  o f t h is  is s u e  a t  a s p e c i f i c  r a te  or p r ic e , u n t i l  a ft e r  o n e -th ir ty  p . m . ,
H  Eastern D a y lig h t Saving tim e, Wednesday, August 28, 1974.

Immediately a f t e r  the c lo s in g  hour, tenders w i l l  be opened a t the Fed eral 
I  Reserve Banks and Branches, fo llo w in g  which p u b lic  announcement w i l l  be made by 
I  the Treasury Department o f the amount and p r ic e  range o f accepted b id s . Only 
I  those subm ittin g co m p etitive  tenders w i l l  be advised o f the acceptance or 
I  re je c tio n  th e r e o f. The S e cre ta ry  o f the Treasury exp re ssly  reserves the r ig h t  to  
I  accept or r e je c t  any or a l l  te n d e rs, in  whole or in  p a r t , and h is  a c tio n  in  any 
I  such resp ect s h a ll  be f i n a l .  S u b je ct to these r e s e r v a tio n s , noncom petitive  
I  tenders fo r  $200,000 or le s s  w ithout sta te d  p r ice  from any one bidder w i l l  be 
I  accepted in  f u l l  a t  the average p r ic e  (in  three decim als) o f accepted co m p etitive

(OVER)



bids. Settlement for accepted tenders in accordance with the bids must be made 
or completed at the Federal Reserve Bank in cash or other immediately available 
funds on September 4, 1974.

Under Sections 454 (b) and 1221 (5) of the Internal Revenue Code of 1954, 
the amount of discount at which bills issued hereunder are sold is considered 
to accrue when the bills are sold, redeemed or otherwise disposed of, and the 
bills are excluded from consideration as capital assets. Accordingly, the owner 
of Treasury bills (other than life insurance companies) issued hereunder must 
include in his income tax return, as ordinary gain or loss, the difference 
between the price paid for the bills, whether on original issue or on subsequent 
purchase, and the amount actually received either upon sale or redemption at 
maturity during the taxable year for which the return is made.

Treasury Department Circular No. 418 (current revision) and this notice, 
prescribe the terms of the Treasury bills and govern the conditions of their 
issue. Copies of the circular may be obtained from any Federal Reserve Bank or 
Branch.



Department of thefREASURY
SASHINGTON, D.C. 20220 TELEPHONE W04 2041

MEMORANDUM FOR CORRESPONDENTS August 1974

Attached for your information are notices to be 
published in the Federal Register extending for two 
weeks the time period for comment on countervailing 
proceeding notices involving bottled green olives and 
non-rubber footwear from Spain.
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DEPARTM ENT OF THE TREASURY 
UNITED STATES CUSTOMS SERVICE

BOTTLED GREEN OLIVES FROM SPAIN

AMENDMENT OF NOTICE OF COUNTERVAILING DUTY PROCEEDINGS

On Ju ly  16, 1974, a  ’’N otice of C ountervailing  D uty P ro c e e d in g s” 

was published  in the F e d e ra l R e g is te r  (39 F .R . 26046), w ith re s p e c t  

to bottled  g reen  o liv e s  fro m  Spain,

The no tice  of Ju ly  16, 1974, is  h e reb y  am ended by extending the 

tim e period  to A ugust 30, 1974, w ithin which w ritte n  view s o r  a rg u 

m ents w ith re s p e c t  to the ex istenoe o r  nonexistence and the n e t am ount 

of a bounty o r  g ran t m u st bey re c e iv e d  by the C o m m issio n er of C u sto m s.

Approved: A(JG j  g 1974

Qam-
David R. M acdonald 

A ssis tan t S e c re ta ry  of the T re a s u ry

)eyreceived Dy m e L,ommissio:

C o m m issio n er of C ustom s 
V ernon  D. A cree
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DEPA RTM EN T O F THE TREASURY 
UNITED STATES CUSTOMS SERVICE

NON-RUBBER FOOTWEAR FROM SPAIN

AMENDMENT OF NOTICE OF COUNTERVAILING DUTY PROCEEDINGS

On Ju ly  16, 1974, a  "N otice of C oun tervailing  D uty P ro c ee d in g s"  

w as published  in the  F e d e ra l R e g is te r  (39 F .R .  26046), w ith r e s p e c t  

to footw ear fro m  Spain. In the F e d e ra l R e g is te r  of A ugust 14, 1974 

(39 F .R . 29205), an "A m endm ent of N otice of C oun terva iling  Duty 

P ro ceed in g s"  w as published  to m o re  sp ec ifica lly  define the m e rc h a n 

d ise  under co n sid era tio n  a s  "n o n -ru b b e r foo tw ear"  fro m  Spain.

The no tice  of Ju ly  16, 1974, is  h e re b y  am ended by extending the 

tim e  period  to A ugust 30, 1974, w ithin which w ritte n  view s o r  a rg u 

m en ts  with r e s p e c t  to the ex is ten ce  o r  nonex istence  and the n e t am ount 

of a  bounty o r  g ran t m u st be - --- - * |  ~ • • n e r  Qf C u sto m s.

C o m m issio n e r of C ustom s 
V ern o n  D, A e re e

A pproved: h 1974

David R. M acdonald 
A ss is ta n t S e c re ta ry  of the T re a su ry



D epartm entoftheT REASU RY p

E COMPTROLLER OF THE CURRENCYADMINISTRATOR OF NATIONAL BANKS WASH.. D.C. 20220 W04-2186

0 u T f
For R e le a s e  
A ugust 21, 1974

A ppointm ent of D r. David H. Jones as sp e c ia l a s s is ta n t  to the 

C om p tro ller  of the C u rren cy  for s tr a teg ic  p o licy  planning w as announced  

today by C o m p tro ller  Jam es E. Sm ith. D r. Jones w ill a ssu m e  the n ew ly  

esta b lish ed  p o sitio n  S ep tem b er 1.

S in ce  1973, D r. Jon es has b een  acting d irecto r  of econ om ic  and 

fin an cia l r e s e a r c h  for the A m erica n  B ankers A sso c ia tio n . P r io r  to that 

tim e, he w as an eco n o m is t w ith  the F ed era l R e se rv e  Bank of D a lla s . S t ill 

e a r lie r , he had b een  a r e s e a r c h  a s s is ta n t  at the U n iv ersity  of T exas at 

A ustin . It w as fro m  th is  in stitu tio n  that he r e c e iv e d  h is  BA d eg ree  in  1968, 

his MA in  1969, and h is  Ph. D. in  1972. D r. Jones is  a n ative of H a sk e ll, 

T ex a s , w h ere  he w as born July 4, 1937.

In h is  new p o sitio n , M r. Sm ith sa id , D r. Jones w ill  e sta b lish  and 

d irec t a new n ation a l o ffice  unit having sp e c ia l r e sp o n s ib ility  for track ing  

and eva lu atin g  new and s ig n ifica n t fin an cia l functions in the la r g e r  n ational 

banks. D r. Jones w ill  be a p r in c ip a l p o licy  ad v isor  to the C o m p tro ller .



ûepartm entoftheTREASURY« T O N , UC. 20252Ö fUEPHÖNE W04-2041

FOR RELEASE 6:30 P.M. August 21, 1974

RESULTS OF TREASURY’S 52-WEEK BILL AUCTION

Tenders for $1*8 billion of 52-week Treasury bills to be dated 
August 27, 1974, and to mature August 26, 1975, were opened at the 
Federal Reserve Banks today. The details are as follows:
RANGE OF ACCEPTED COMPETITIVE BIDS: (Excepting 1 tender of $50,000)

High - 90.566 Equivalent annual rate 9.330%
Low - 90.162 Equivalent annual rate 9.730%
Average - 90.330 Equivalent annual rate 9.564% i/

Tenders at the low price were allotted 29%.

TOTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:

District Applied For Accepted
Boston $ 16,910,000 $ 6,910,000
New York 2,176,980,000 1,271,140,000
Philadelphia 27,285,000 12,285,000
Cleveland 59,610,000 51,610,000
Richmond 19,550,000 10,800,000
Atlanta 13,330,000 13,330,000
Chicago 408,105,000 262,050,000
St. Louis 36,395,000 21,395,000
Minneapolis 1,475,000 1,475,000
Kansas City 15,855,000 14,855,000
Dallas 27,100,000 26,100,000
San Francisco 129,055,000 108,055,000

TOTALS $2,931,650,000 $1,800,005,000 n

\J This is on a bank-discount basis. The equivalent coupon-issue yield is 10.46%. 
2/ Includes $ 97,720,000 noncompetitive tenders accepted at the average price.
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R e v i e w  o f

ECONOMIC AND FINANCIAL 
DEVELOPMENTS

August 2, 1974

PHANTOM PROFITS AND INVESTMENT

Due to inflation, the adequacy of corporate earnings to 
finance working and fixed capital has diminished significant
ly over the past decade. By 1973, that adequacy had diminished 
precipitously, and worsened further in early 1974.

This growing inadequacy has become a major factor 
contributing to a shortfall in capital spending; 
to major shortages in materials and in finished 
goods-producing industries, thereby adding to the 
current accelerated inflation rate; and to the 
heavy current pressures in capital markets.

Since 1965, it has been the inflation that has caused 
a large discrepancy between the historic and replacement 
costs of physical assets by business, which lies at the root 
of the problem of profits adequacy. The discrepancy caused 
by inflation has resulted in a serious overstatement of cor
porate profits in recent years.

Chart I:

RETAINED EARNINGS: 
ACTUAL AND ADJUSTED FOR 

REPLACEMENT COST
(Non-Financial Corporations)

*  Actual retained earnings, National Income Accounts.

* *  Adjusted retained earnings - actual retained earnings minus 
undervaluation of depreciation plus IVA.

In 1973, profits after 
taxes for nonfinancial 
corporations were esti
mated at $55 billion, 
which appears relatively 
large. However, if re
placement costs for in
ventory and depreciation 
were charged, profits 
after taxes would be re
duced to $26.5 billion. 
And, if dividends are 
then deducted as neces
sary payment to obtain 
capital from investors, 
retained earnings can be 
shown to have been only 
$2.8 billion. This repre
sents a deep plunge from 
the 1965 level of $18.4 
billion, as shown by the 
chart on this page; these 
data are also shown in
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the following, for selected years (while the complete historical 
record since 1953 is shown in Table ff attached):

Non-financial Corporate Earnings (Bil. dol.)
1955 1965

Profits after tax, reported 22.2 38.2
Profits after tax, adjusted* 18.0 35.3
Retained eaminga* 8.6 18.4

1973
55.0
26.5
2.8

* Adjusted for replacement costs of physical assets

Superficially, many national accounts measures of earn
ings appear to have ballooned since 1965. This contrasts with 
"adjusted" earnings shown below (and the declining share of 
them to corporate GNP, not shown):

NOn-f inancial Corporate Earnings (Bil. dol.)

After Tax Gross Net Cash Flow**
Profits Cash Flow* "Historical" "Replacement1

1955 22.2 39.3 29.9 25.71965 38.2 73.6 56.7 53.81968 38.3 83.7 62.8 54.61973 55.0 123.1 99.4 70.9
* After tax profits plus'historical" depreciation.
** Retained earnings plus "historical" depreciation (Col.3) or 

"replacement" cost of inventories and fixed assets (Col.4).
But, the pace of inflation makes these figures much less 

meaningful than they have been. As prices rise significantly, 
the replacement cost of physical assets —  indeed, of all as
sets —  increases. Accordingly, those generally used Commerce 
Department measures of corporate earnings or cash flow —  be
cause they reflect historical rather than the current or re
placement cost of depreciation or of inventories —  are over- 
stated. They are deficient, if intended as a measure of funds 
available to keep the capital stock intact.let alone as being 
a guide for the available finance of capital stock expansion.
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As the inflation accelerated in the U.S., the greater 
has been the overstatement of corporate earnings because 
of the substantial understatement of the cost of 
replacing physical assets. The increasing magnitude of 
this negative factor on profits is shown in the chart 
on this page. (Note negative scale.)

Entering into the steep decline in "adjusted" retained 
earnings are corrections for the overstatement of corporate 
earnings made by:

• The inventory valuation adjustment (IVA) in the nation
al accounts, which attempts to correct corporate profits 
for changes in the replacement or current cost of inven
tory. This is required because most U.S. companies are 
on a "first-in first-out" or historical cost basis.

• Repricing of depreciation charges at replacement value. 
(However, statistical problems are involved in this 
measurement. Should the replacement cost be applied 
on a"straight-line,""double-declining balance," or 
some other type of depreciation method? Also, what 
service life might be assigned to physical assets —  
Bulletin F, or what some have claimed as "more realis
tic" shorter lives?)

Chart II:

THE LOSS
OF PURCHASING POWER 
OF RETAINED EARNINGS

(Non-Financial Corporations)

Alternative methods of 
depreciation have been 
calculated by the De
partment of Commerce. 
However, many authori
ties, including George 
Terborgh, are agreed 
that 85% of Bulletin F 
lives, as depreciated 
by the"double-declining 
balance" method, might 
be a good and realistic 
approximation of actual 
depreciation. This Re
view uses that procedure.
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The decline in "adjusted" retained earnings noted above 
—  steep as it has been —  appears more grim when it is 
recognized that the adjustments noted above apply only to 
the replacement value of physical assets, not to funds that 
might finance expansion of capital. For that expansion, the 
1973 level of retained earnings is surely very small as a 
source of finance. Moreover, the overstatement of earnings 
became even more dramatic during the first part of 1974, as 
the inflation accelerated. Some rough estimates indicate 
the overstatement of retained earnings grew from $28.5 billion, 
in 1973 to perhaps twice that rate in the first half of 1974.

But, the capital stock of the U.S. surely needs to grow.
The internal sources of corporate funds clearly are insufficient 
to provide for expansion in the "net" capital stock.

All of this would indicate that corporations will need 
to rely very heavily on external means of financing —  in 
other words, having recourse to the capital markets for 
means of financing of capital expansion programs. Those 
markets already have been under pressure. Indeed, some ex
pansion plans have recently been deferred because of high 
interest rates, in view of this Nation's present pattern of 
savings and consumption, there is little indication that such 
pressure will ease soon —  even under conditions of lower— 
than-expected economic growth in 1974 (assuming little change 
in overall capital spending plans).
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Table 1

PROFITS AND RETAINED EARNINGS OF
NON-FINANCIAL CORPORATIONS

(Billions of Dollars)

ADJUSTED ADJUSTED
PROFITS PROFITS RETAINED

AFTER TAXES AFTER TAXES* EARNINGS*

1953 16.4 10.9 2.9
1954 16.3 12.6 4.4
1955 22.2 18.0 8.6
1956 22.1 16.0 5.8
1957 20.9 15.6 5.2
1958 17.5 13.5 3.3
1959 22.5 18.8 7.9
1960 20.6 17.7 6.1
1961 20.5 17.5 5.9
1962 23.9 23.8 11.0
1963 26.2 25.3 11.0
1964 31.4 30.3 15.4
1965 38.2 35.3 18.4
1966 41.2 37.1 18.9
1967 37.8 33.0 14.2
1968 38.3 30.1 9.3
1969 34.3 23.4 2.7
1970 28.2 15.5 -4.5
1971 33.4 19.5 -0.7
1972 43.0 27.5 5.3
1973 55.0 26.5 2.8

* Adjusted for replacement costs of physical 
assets other than residential properties.
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Department of t h e T
(ASHJNiTON, 0 C 20220 TELEPHONE W04-2041

for immediate release August 23, 1974

TREASURY'S WEEKLY BILL OFFERING

The Treasury Department, by this public notice, invites tenders for two 
series of Treasury bills to the aggregate amount of $4,800,000,000, or thereabouts, 
to be issued September 5, 1974, as follows:

91-day bills (to maturity date) in the amount of $2,800,000,000, or thereabouts, 
representing an additional amount of bills dated June 6, 1974, and to mature
December 5, 1974 (CUSIP No. 912793 VB9), originally issued in the amount of 
$1,903,910,000, the additional and original bills to be freely interchangeable.

182_day bills for $2,000,000,000, or thereabouts, to be dated September 5, 1974, 
and to mature March 6, 1975 (CUSIP No. 912793 VY9) .

The bills will be issued for cash and in exchange for Treasury bills maturing 
September 5, 1974 , outstanding in the amount of $4,407,040,000, of which Government 
accounts and Federal Reserve Banks, for themselves and as agents of foreign and 
international monetary authorities, presently hold $2,461,890,000. These accounts 
may exchange bills they hold for the bills now being offered at the average prices 
of accepted tenders.

The bills of both series will be issued on a discount basis under competitive 
and noncompetitive bidding as hereinafter provided, and at maturity their face 
amount will be payable without interest. They will be issued in bearer form in 
denominations of $10,000, $15,000, $50,000, $100,000, $500,000 and $1,000,000 
(maturity value) and in book-entry form to designated bidders.

Tenders will be received at Federal Reserve Banks and Branches up to the closing 
hour, one-thirty p.m., Eastern Daylight Saving time, Friday, August 30, 1974.
Tenders will not be received at the Treasury Department, Washington. Each tender 
must be for a minimum of $10,000. Tenders over $10,000 must be in multiples of 
$5,000. In the case of competitive tenders the price offered must be expressed on 
the basis of 100, with not more than three decimals, e.g., 99.925. Fractions may 
not be used. It is urged that tenders be made on the printed forms and forwarded 
in the special envelopes which will be supplied by Federal Reserve Banks or Branches 
on application therefor.

Banking institutions and dealers who make primary markets in Government 
securities and report daily to the Federal Reserve Bank of New York their positions

(OVER)
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with respect to Government securities and borrowings thereon may submit tenders 
for account of customers provided the names of the customers are set forth in 
such tenders. Others will not be permitted to submit tenders except for their 
own account. Tenders will be received without deposit from incorporated banks and 
trust companies and from responsible and recognized dealers in investment securitieJ 
Tenders from others must be accompanied by payment of 2 percent of the face amount 
of Treasury bills applied for, unless the tenders are accompanied by an express 
guaranty of payment by an incorporated bank or trust company.

Immediately after the closing hour, tenders will be opened at the Federal 
Reserve Banks and Branches, following which public announcement will be made by 
the Treasury Department of the amount and price range of accepted bids. Only those 
submitting competitive tenders will be advised of the acceptance or rejection 
thereof. The Secretary of the Treasury expressly reserves the right to accept 
or reject any or all tenders, in whole or in part, and his action in any such respec 
shall be final. Subject to these reservations, noncompetitive tenders for each 
issue for $200,000 or less without stated price from any one bidder will be accepted 
in full at the average price (in three decimals) of accepted competitive bids for 
the respective issues. Settlement for accepted tenders in accordance with the 
bids must be made or completed at the Federal Reserve Bank on September 5, 1974, 
in cash or other immediately available funds or in a like face amount of Treasury 
bills maturing September 5, 1974. Cash and exchange tenders will receive equal 
treatment. Cash adjustments will be made for differences between the par value of 
maturing bills accepted in exchange and the issue price of the new bills.

Under Sections 454(b) and 1221 (5) of the Internal Revenue Code of 1954 the 
amount of discount at which bills issued hereunder are sold is considered to accrue 
when the bills are sold, redeemed or otherwise disposed of, and the bills are ex
cluded from consideration as capital assets. Accordingly, the owner of Treasury 
bills (other than life insurance companies) issued hereunder must include in his 
income tax return, as ordinary gain or loss, the difference between the price paid 
for the bills, whether on original issue or on subsequent purchase, and the amount 
actually received either upon sale or redemption at maturity during the taxable 
year for which the return is made.

Treasury Department Circular No. 418 (current revision) and this notice, 
prescribe the terms of the Treasury bills and govern the conditions of their issue. 
Copies of the circular may be obtained from any Federal Reserve Bank or Branch.
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WASHINGTON. O.C. 20220 TELEPHONE W04-2041

FOR RELEASE 6:30 P.M. August 26, 1974

RESULTS OF TREASURY’S WEEKLY BILL AUCTIONS

Tenders for $2.8 billion of 13-week Treasury bills and for $2.0 billion 
of 26-week Treasury bills, both series to be issued on August 29, 1974, 
were opened at the Federal Reserve Banks today. The details are as follows:

RANGE OF ACCEPTED 13-week bills
COMPETITIVE BIDS: maturing November 29. 1974

26-week bills
maturing February 27, 1975

High
Low
Average

Price
Equivalent 
Annual Rate Price

Equivalent 
Annual Rate

97.506 a/
97.434
97.468

9.759% 
10.041% 
9.908% 1/

95.025 b/ 
94.951 " 
94.980

9.841%
9.987%
9.930% 1/

a/ Excepting 5 tenders totaling $380,000 
jb/ Excepting 2 tenders totaling $1,520,000

Tenders at the low price for the 13-week bills were allotted 92%. 
Tenders at the low price for the 26-week bills were allotted 19%.

TOTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:

District Applied For Accepted Applied For Accepted
Boston $ 50, 045, 000 $ 40, 045, 000 $ 35,610, 000 $ 23,610, 000
New York 2,901, 135, 000 2,212, 730, 000 2,668, 860, 000 1,668,795, 000
Philadelphia 59,180, 000 48,380, 000 16, 675, 000 16, 675, 000
Cleveland 78, 680, 000 68, 680, 000 95,820, 000 73,805, 000
Richmond 67,855, 000 62,355, 000 54, 975, 000 33, 625, 000
Atlanta 37, 700, 000 36, 950, 000 25,795, 000 24,185, 000
Chicago 291, 475, 000 135, 235, 000 374, 095, 000 39,345,,000
St. Louis 42, 910, 000 38, 910, 000 32,495, 000 22,495,,000
Minneapolis 8,375, 000 8,375, 000 8,710, 000 6,710,,000
Kansas City 32,720, 000 32,720, 000 33,825, 000 26, 625, 000
Dallas 31,205, 000 23,205, 000 25, 960, 000 15, 960 ,000
Qnn Tranci c m  116, 480?000 92, 680, 000 105, 215, 000 48,215 ,000

TOTALS $3,717, 760, 000 $2,800, 265, 000 c j $3,478, 035, 000 $2,000, 045 ,000

c j Includes $ 482,665,000 noncompetitive tenders accepted at average price, 
d/ Includes $304 700 000 noncompetitive tenders accepted at average price. 
17 These rates are on a bank-^discount basis. The equivalent coupon-issue 
~ yields are 10.31% for the 13-week bills, andl0.6C% for the 26-week bills.



SUMMARY OF LENDING ACTIVITY

Federal Financing Bank loans now exceed $2 billion under 
more than $3.5 billion in commitments to purchase obligations 
from Federal and federally-assisted borrowers. The Bank 
began operations last May.

The Bank was established by an Act of Congress last 
December (Public Law 93-224), to consolidate the financing 
of various Federal agencies and other borrowers whose obliga
tions are guaranteed by the Federal Government.

Borrowing from the Bank by federal agencies represents 
a more efficient and less costly method of financing agency 
program activity that would otherwise have been financed in 
the market by each of the agencies. This borrowing there
fore does not represent new demands for funds on our capital 
markets.

Latest of the Bank transactions was a commitment, signed 
August 20 by Jack F. Bennett, President, for $1.5 billion 
with the Agriculture Department’s Rural Electrification 
Administration. Loans under this commitment, guaranteed by 
REA, will be made subsequently to rural electrification and 
telephone systems at rates determined at the time of the 
advance.

Other financing activity of the Bank is as follows:

-- As of August 23, 1974, the Bank purchased from the 
Department of Health, Education, and Welfare $18 million of 
notes issued by public agencies under the HEW Medical 
Facilities Direct Loan Program (Hill Burton) under a total 
commitment of $27.6 million to this program at an interest 
rate of 8-5/8 percent. The loan is guaranteed by HEW.

—  The Bank made two 91-day loans to the Student Loan 
Marketing^Association ("Sallie Mae") totalling $200 million; 
$100 million on June 4, 1974, carrying an interest rate of 
8.98 percent; and another $100 million on August 1, 1974, 
at 8.30 percent. The loans are guaranteed by HEW.

(MORE)
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. On June 27, 1974, the Bank 
million loan to the Postal Service 
9.31 percent. The loan matures on

made a one-year, $500 
at an interest rate of 
June 30, 1975.

-- The Bank purchased $500 million of five-year Certifi
cates of Beneficial Ownership (CBO) from the Farmers Home 
Administration on July 2, 1974, at an interest rate of 9.20 
percent on an annual basis, and $500 million five-year cer
tificates on August 7 at 9.33 percent on an annual basis.

-- As of August 26, 1974, Amtrak, the National Railroad 
Passenger Corporation, borrowed $171,500,000 of a total com
mitment of $200 million made by the Bank July 9, 1974. Funds 
are advanced to Amtrak at various times at their discretion 
and at interest rates set at the time of each drawdown.
AmtrakTs borrowings are guaranteed by the Department of 
Transportation.

—  The Bank purchased $45 million of guaranteed Participa
tion Certificates from the General Services Administration on 
July 22, 1974, at an interest rate of 8.88 percent. The cer
tificates mature July 15, 2004.

—  The Bank made a 91-day $100 million loan to the 
Tennessee Valley Authority on July 25 at an interest rate 
of 7.99 percent. The loan matures October 24, 1974.

-- On August 9, the Bank purchased $1.5 million of Small 
Business Investment Corporation ten-year debentures at a 9.10 
percent interest rate guaranteed by the Small Business Ad
ministration.

oOo



Department of theR  Y
SH INSTÖN* D.Ç 20220 TELEPHONE W04-2041

FOR RELEASE 6:30 P.M. August 28, 1974

RESULTS OF TREASURY’S 299-DAY BILL AUCTION

Tenders for $ 2.0 Million of 299-day Treasury bills to be dated 
September 4, 1974, and to mature June 30, 1975, were opened at the 
Federal Reserve Banks today. The details are as follows:

RANGE OF ACCEPTED COMPETITIVE BIDS: (Excepting 1 tender of $20,000)

High - 91.944 Equivalent annual rate 9.700%
Low - 91.839 Equivalent annual rate 9.826%
Average - 91.888 Equivalent annual rate 9.767% 1/

Tenders at the low price were allotted 65%.

TOTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:

District Applied For Accepted
Boston
New York
Philadelphia
Cleveland
Richmond
Atlanta
Chicago
St. Louis
Minneapolis
Kansas City
Dallas
San Francisco

$ 37,660,000
3,582,260,000

39.115.000
169.975.000
57.345.000
17.165.000

557.880.000
40.575.000
17.025.000
34.210.000
24.430.000

354.080.000

$ 14,800,000
1,728,525,000

6.315.000
63.875.000
12.145.000
9.865.000

109,520,000
5.375.000
2.025.000

13.910.000
7.430.000

26.780.000

2/ Includes $147,825,000 noncompetitive tenders accepted at the average price.



Department of the TREASURY
ISHINGTON. D C. 20220 TELEPHONE W04-2041

FOR IMMEDIATE RELEASE August 30, 1974

JOE E. GONZALES 
APPOINTED TO TREASURY POST

Joe E. Gonzales, 53, a former senior professional staff 
member of the Senate Appropriations Committee, has been named 
Special Assistant to the Assistant Secretary of Treasury for 
Enforcement, Operations, and Tariff Affairs with special 
responsibilities along the border with Mexico.

In Tuscon, Arizona, Mr. Gonzales will represent the 
Assistant Secretary, David R. Macdonald, in coordinating 
Treasury matters, including activities of the Customs Service 
and the Bureau of Alcohol, Tobacco and Firearms, with other 
Federal agencies, state and local officials, and with U. S. 
and Mexican consular officials. He is fluent in Spanish.

Before joining the Treasury Department, Mr. Gonzales 
spent 19 years with the Senate Appropriations Committee.
He has served as counsel and advisor to the U. S. Senate 
Delegation to the U. S. - Mexico Interparliamentary Conferences 
on eight occasions. Before his Senate assignment, Mr. Gonzales 
was employed in Mexico for five years by the U. S. Department 
of Labor.

Mr. Gonzales was born in Cochise County, Arizona, and 
was graduated from the University of Arizona. He is married 
to the former Opal Johnson of Alabama. A son, Thomas, age 20, 
attends Amherst College, Massachusetts.

000
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=3Department of theTREASURY
SHINGTON, D.C. 20220 TELEPHONE W04-2041

FOR RELEASE 6:30 P.M. August 30, 1974
RESULTS OF TREASURY’S WEEKLY BILL AUCTIONS*

Tenders for $2.8 billion of 13-week Treasury bills and for $2.0 billion 
of 26-week Treasury bills, both series to be issued on September 5, 1974, 
were opened at the Federal Reserve Banks today. The details are as follows:

RANGE OF ACCEPTED 13-week bills
COMPETITIVE BIDS: maturing December 5, 1974

Equivalent
Price Annual Rate

26-week bills 
maturing March 6, 1975

Equivalent
Price Annual Rate

High
Low
Average

97.725 a/
97.661
97.683

9.000%
9.253%
9.167% 1/

95.337 b/
95.288
95.307

9.224%
9.320%
9.283% U

a/ Excepting 3 tenders totaling $3,075,000 
b/ Excepting 3 tenders totaling $1,640,000

Tenders at the low price for the 13-week bills were allotted34%. 
Tenders at the low price for the 26-week bills were allotted 3%.

TOTAL TENDERS APPLIED FOR AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:

District Applied For Accepted
Boston
New York
Philadelphia
Cleveland
Richmond
Atlanta
Chicago
St. Louis
Minneapolis
Kansas City
Dallas
San Francisc<

$ 52,435,000
2,887,990,000

34.225.000
84.835.000
101,060,000
42.760.000
223,565,000
47.765.000
20.350.000
52.350.000
37.025.000 

t 156,195,000

$ 41,995,000
2,104,120,000

34.225.000
84.835.000
59.560.000
42.595.000
143.965.000
44.945.000
20.350.000
52.350.000
31.025.000

140.235.000

Applied For Accepted
$ 39,725,000
3,038,555,000

31.395.000
93.745.000
44.780.000
41.670.000

238.130.000
45.930.000
18.890.000
43.240.000
29.205.000

187.810.000

$ 21,175,000
1,565,285,000

15.950.000
58.695.000
28.755.000
31.140.000
80.980.000
33.930.000
15.890.000
36.245.000
18.605.000
93.810.000

TOTALS $3,740,555,000 $2,800,200,000c/ $3,853,075,000 $2,000,460,000d/
c/ Includes $516,810,000 noncompetitive tenders accepted at average price. 
dV Includes $345,440,000 noncompetitive tenders accepted at average price. 
1/ These rates are on a bank-discount basis. The equivalent coupon^issue 
“ yields are 9.51% for the 13-week bills, and 9.88% for the 26-week bills.


