. “..
1
%

)

h

)

3

Sy
i

Y
'

ANy

AT

4
o

SRR

W
SRR

s
an_)...ﬁ.hf #& ke

AR
S Tk bbb e o

i.mr.u«ta#"vﬁ ,Mgafwm.ilvr e .
e A A0
i-ﬂmmw bl Lo et e
.t—..llﬂ%i,)}\ﬂ.lq,

Tedidaaen

..
DAL A A 5h

3 AL S
B A d..r-.if!

SR b iic i

SAei A &
A LA B BT AR TR Al B e i B BR tl. AL LA,




ROOM 5004
"REASURY DEPARTMEN



V(eas.

wJ

10 .
374
v.203

U,Q.bEﬁ‘JbWTM ‘

PRESS RELEASES /}
1

WS-1004
TO

WS-1105

AUGUST 2, 1976

LIBRARY
THROUGH
Lo7e NOV9 1977
SEPTEMBER 30,
R
+rEaOOM 5004

URY DEPARTMEN



The Department

FOR IMMEDIATE RELEASE August 2, 1976
RESULTS OF TREASURY'S WEEKLY BILL AUCTIONS

Tenders for $2,700 million of 13-week Treasury bills and for $3,700 million
of 26-week Treasury bills, both series to be issued on August 5, 1976,

were opened at the Federal Reserve Banks today. The details are as follows:
RANGE OF ACCEPTED 13-week bills 26-week bills

COMPETITIVE BIDS: maturing November 4, 1976 : maturing February 3, 1977
Discount Investment : Discount Investment
Price Rate Rate 1/ : Price Rate Rate 1/
High 98.705 5.123% 5.267% P 97.244 5.451% 5.68%
Low 98.694 5.1677% 5.31% : 97.228 5.483% 5.72%
Average 98.698  5.151% 3.29% 2 97.233 5.473%  5.71%

Tenders at the low price for the 13-week bills were allotted 13%.
Tenders at the low price for the 26-week bills were allotted 287%.

TOTAL TENDERS RECEIVED AND ACCEPTED BY FEDERAL RESERVE DISTRICTS: |

District Received |  Accepted Received |  Accepted

Boston $ 42,060,000 $ 28,060,000 ;$ 39,280,000 $ 24,080,000
New York 3,560,180,000 2,240,220,000 : 5,417,690,000 2,887,275,000
Philadelphia 35,275,000 35,275,000 : 54,535,000 18,655,000
Cleveland 37,510,000 37,210,000 146,070,000 71,670,000
Richmond 21,880,000 21,445,000 41,500,000 26,500,000
Atlanta 31,105,000 31,015,000 : 15,360,000 11,430,000
Chicago 260,975,000 162,475,000 : 731,130,000 431,610,000
St. Louis 45,010,000 29,010,000 : 34,825,000 21,825,000
Minneapolis 41,495,000 20,315,000 45,835,000 14,955,000
Kansas City 24,635,000 24,635,000 : 32,625,000 29,405,000
Dallas 43,555,000 24,335,000 32,775,000 17,115,000
San Francisco 278,800,000 46,180,000 417,735,000 145,975,000

TOTALSS4,422,480,000 $2,700,175,000 &/$7,009,360,000 $3,700,495,000 b/

a/ Includes $323,545,000 noncompetitive tenders from the public.
b/ Includes $154,580,000 noncompetitive tenders from the public.
1/ Equivalent coupon-issue yield.
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FOR RELEASE ON DELIVERY

STATEMENT OF THE HONORABLE WARREN F. BRECHT
ASSISTANT SECRETARY (ADMINISTRATION)
U. S. DEPARTMENT OF THE TREASURY
BEFORE
SENATE COMMITTEE ON BANKING, HOUSING
AND URBAN AFFAIRS

AUGUST 3, 1976

Mr. Chairman and Members of this Committee:

I am pleased to represent the Department of the Treasury
in responding to your concerns about employment discrimination
in financial institutions and Treasury's role in enforcing

Federal law prohibiting such discrimination.

Before presenting my opening statement, I would like to
introduce those who are with me today: Mr. David A. Sawyer,
Director of the Department's Office of Equal Opportunity
Program, and Mrs. Inez S. Lee, Deputy Director of that office.
Also with me today are our Regional Contract Compliance
Managers: Joseph F. Leahy, New York; Joseph F. Nash,
Washington, D. C.; George H. Fisher, Chicago; William G.
Thomas, Los Angeles; Kenneth G. Patton, Houston; and Millard

F. Rutherford, Atlanta.
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Introduction and Background

We believe that the conclusions of the recently-released
GAO report on the Treasury Department's bank equal opportunity
compliance program, together with your July 1 statement, do not
reflect the real progress achieved through Treasury's surveil-

lance of financial institutions during the past 8 to 10 years.

By way of background, banks and other financial
institutions were not covered by Executive Order 11246 or
previous executive orders on non-discrimination until late
1966, at which time the President declared financial institu-
tions "federal contractors" based on their status as federal
depositaries and as agents for the issuance and redemption of _
savings bonds. Treasury's active role in bank complianée

began when regulations were issued in November 1967.

From the outset, the Treasury Department has administered
its bank compliance program with a small staff. We started
with a staff of five in 1968 and even today have only about 40
(including clerical support) to administer a nationwide program

covering approximateiy 4,500 banks.

To carry out a meaningful compliance program with a small
'staff has required an innovative approach. Frequent, in-depth
reviews of large numbers of individual banks simply has not
been possible. Accordingly, ours has been primérily an educa-

tionally oriented, technical assistance approach, relying



heavily on moral suasion and conciliation to establish
affirmative action plans in the banks under our contractual
jurisdiction. To get more minorities into the banking
industry, and to move both minorities and women up the career
ladder into managerial and executive positions, we pushed hard
for a strong moral commitment and an emphasis on voluntary
compliance by banking executives. To reach as many bankers
as possible, we have participated over the years in numerous
conferences and seminars sponsored by the American Bankers
Association, State Bankers Associations, banking schools, and
other groups. By "multiplying" our limited staff in this
manner, we were able to reach effectively far more banks than

would have ever been possible otherwise.

Stronger Enforcement Emphasis ‘

Despite this emphasis on fostering a high sense of volun-
tary commitment toward affirmative action, we have recognized
the need to place more emphasis on tougher enforcement
especially directed toward banks which were recalcitrant about
developing affirmative action programs. The need for such an
effort, discussed at length in the recent GAO report, had
already been recognized in an internal management review of
the Office of Egqual Opportunity Program. Steps already had
been taken to rectify this deficiency. As part of this stronger
enforcement approach, Treasury has now issued about 15 show-

cause notices to banks whose programs for eliminating employment



discrimination were regarded by us as insufficient and lacking
a good faith effort. 1In all cases we have been able to get
these banks to take positive steps and to develop affirmative
action plans and conciliation agreements which satisfy our

requirements.

Even before we began issuing show-cause notices, in
approximately 30 percent of our compliance reviews, letters
which could be considered "pre-show-cause" notices were issued
where deficiencies were revealed and where corrective action
was required. In such cases, banks were requested to rectify
these deficiencies within a given period of time. In the
great majority of instances, the banks responded in a positive
and timely fashion. 1In the remainder, the banks responded

after additional work had been done on our part.

Perhaps there is a philosophical difference, but we at
Treasury believe very strongly that our primary mission in
this program is to promote equal opportunity in the banks,
rather than to withdraw their federal contractual status. We
do not hesitate to issue show-cause notices ar to impose further
sanctions where banks refuse to comply. Yet, if we can achieve

our objective without imposing sanctions, we feel we have done

our job.



Improvements Already Made

Significant improvements already have been made in the
internal management and conduct of our bank compliance program.
Most of the improvements recommended by our own internal
management review, as well as most of the GAO recommendations,
already have been implemented. Some of the more significant

improvements include:

-- Strengthening the staff of six regional offices. After
a thorough search, we found and hired excellent staff as
our new Regional Managers, and then we maximized our
delegation of authority to them. We were fortunate in
acquiring very able managers, who have had many years
of equal opportunity experience and are also proven

administrators.

-- Developing and issuing a complete and up-to-date "Contract
Compliance Operations Manual" and a "Standard Compliance
Review Report Format." Both the Operations Manual and
Report Format were developed to assure greater uniformity
throughout our regional offices. (The Bureau of National
Affairs recently published guidelines and procedures
established by the compliance agencies. The Operations
Manual was one of only two cited as worthy of publication,
and the Report Format was the only one of its type published

by them.)



-- Conducting an intensive, week-long seminar for our equal
opportunity specialists. This seminar, developed and
conducted by the Regional Managers in December 1975,
stressed the knowledge of the latest laws and regulations
and more rigorous analytical requirements. Again, besides
bringing all equal opportunity specialists to the desired
level of proficiency and professicnalism, we believe this
seminar has also assured greater uniformity in applying

the EEO laws throughout the banking industry.

-- Instituting a series of quarterly seminars in each region
with personnel from the banks which are scheduled to be
reviewed during the coming gquarter. During these seminars,
we try to educate the bank representatives on the latest
EEO requirements and the specific information required for
an acceptable affirmative action plan. This educational
approach has been successful in that the banks can know
in advance what is expected of them, and in the process
increases the likelihood of their developing an acceptable
affifmative action plan or one which requires relatively
few changes to be acceptable. This reduces subseguent
staff time during on-site reviews and increases our

limited staff's productivity.

-~ Developing a more complete and meaningful information

system to help us identify those banks where we should



concentrate our limited resources in reviewing affirmative

action plans and conducting on-site visits.

-~ Finally, taking a much stronger enforcement posture by
not hesitating to issue show-cause notices where they are
warranted. As noted earlier, all of the show-cause notices

issued to date have occurred during the past two years.

In summary, we believe that by taking these actions, we
have largely rectified past deficiencies, some of which had
been noted by the GAO study team and some of which had come

out in the course of our own internal review.

Results of Banks' EEQ Programs

I think it appropriate at this time to review the banks'
EEO accomplishments during the period in which Treasury has
had a bank compliance responsibility. Prior to 1968, minority
employment in banks was insignificant and women were almost

totally in the lower graded positions.

Today, within the universe of just over 1,000,000
employees covered by our compliance program, minority employ-
ment has risen from below 40,000 in 1968 to over 164,000 in
1975; for Blacks, the increase went from approximately 22,000
to over 97,000; fzr Hispanics from approximately 12,000 to
over 45,000, and for Orientals from about 5,000 to almost
20,000. Furthermore, minorities rose from 8 percent of the

total bank employment to about 16 percent during this periocd.



Department of Labor studies on penetration of Blacks in
the workforce of 1l major industries have indicated that pene-
tration has been greatest in the banking industry. Studies by
the Office of Federal Contract Compliance Programs further
reveal that parity could be expected by the banking industry

by the late 1970's.

Both the Treasury Department and the banking industry
recognize that most of the progress to date has been in hiring,
and that in the future much greater emphasis must be placed
on upward mobility and career development programs for both
minorities and women, with goals for increasing the number of
minorities and women into the middle and upper management
positions. We are éarticularly concerned about women bank
employees, since they have represented the majority of banks'
total employment already. As noted earlier, the majority,

unfortunately, have been in the lower graded positions.

But progress has occurred in this area. For example, the
Bureau of National Affairs reported in its June 13 issue that
a survey by the American Bankers Association involving 49 oI
the country's 50 largest banks indicated that minority and
female employment in bank management grew significantly between
1970 and 1975. The ABA figures indicated that the total o=
minority officers and managers in the covered banks practically

doubled during the same period--from 5 percent to 9.3 percent.



Also, the number of women officers and managers nearly
tripled--from 7,650 to 19,200, an increase from 15 percent to

26 percent of all bank officers.

Finally, the ABA and a number of its member banks have
developed and are continuing to develop a significant number
of new programs aimed at improving the employment opportunities

for minorities and women. To cite a few examples:

-- Special skills training in reading, writing, math and
clerical skills which young people need but which too

often minorities do not receive in the public schools.

-- Revamped training programs in the banks to deal with
a new kind of workforce, made up.of people who are
not trained and qualified, but who are trainable and
qualifiable, thereby enabling thousands of minority
young men and women to enter the working world

previously beyond their hopes.

-- Participation in job fairs which have concentrated

-

on recruiting and hiring minorities and women.

-- The efforts some banks have made in setting up
recruiting vans which go out into the minority
communities not only to hire those who want to work,
but to encourage those who have not thought about

working at banks.



- 10 -

-- Awareness programs for helping supervisors and
managers deal with equal opportunity and minority

problems more effectively.

-- Efforts to encourage minority and women employees to
participate in the regular bank training programs both
in-house, through the American Institute of Banking,
and through tuition refund programs, so that they will

gain skills development and move up the career ladder.

All things considered, we believe that the banking
industry has made significant progress toward achieving equal
employment opportunity for all employees over the past eight
years. We have been advised by numerous bankers throughout
the country that the Treasury program of moral suasion,
technical guidance and the more recently tougher enforcement
posture have been principal factors leading to impressive

changes and evident results.

The GAO Report

The GAO Report goes into considerable detail on the lack
of documentation, incomplete records, inordinate lengths of
time certain bank reviews remained open, lack of compliance
with OFCCP orders, and so on. Without going into a myriad of
detailed comments, most of which are covered in our formal
response to the report, we do not deny some of the short-

comings of the past, especially prior to two years ago when we
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began to take significant steps to improve our EEO compliance
program, enhance the quality of management and staff, and
ensure greater uniformity and professionalism in our work.

As I have mentioned already, most of the deficiencies mentioned

in the GAO report have been or are being corrected.

I recall, Mr. Chairman, that during 1974 you made a
series of positive speeches on the general theme, "What's
Right With the Federal Government." Like you, I would like
to take the positive approach and focus on the present and
future, rather than dwell on the past. We are committed; we
are trying to do our best in an area that is fraught with

pitfalls and is often a thankless task.

Resources to carry out our work have been a problem.
We continue to seek additional budget and personnel; while
making some headway, it has certainly been less than I would
have liked. Yet, realistically, our bank EEO compliance
program, like many worthwhile programs, must compete against
one another for the limited resources available. There are
probably few programs in Treasury that couldn't use more
people and more dollars, were budget restraints not a fact
of life. Since I have budgetary responsibility within the
Department, I am painfully aware of this process. All
budgetary requests simply cannot be honored, and reasonable

people can differ on priorities. Having said this, I will
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continue to commit the Treasury Department to "do its best

with what we've got" in carrying out the equal opportunity

compliance responsibilities.

Conclusion

We continue to believe that success should be measured

by end results; namely, increased hiring, development and

promotion of women and minorities in the banking community.
Success is best measured by results, rather than by numbers

of show-cause letters or withdrawals of depositary status.

Mr. Chairman, this concludes my opening statement. My
associates and I will be pleased to answer any questions you

may have.



The Deprtmetof theTfRy

Contact: Richard B. Self
Extension: 8256
FOR IMMEDIATE RELEASE July 30, 1976

TREASURY ANNOUNCES
COUNTERVAILING DUTY INVESTIGATION ON
IMPORTS OF UNWROUGHT ZINC
FROM SPAIN

Assistant Secretary of the Treasury David R. Macdonald
announced today a formal notice of investigation and receipt
of countervailing duty petition with respect to imports of
unwrought zinc from Spain. This action will be published
in the Federal Register of August 2, 1976.

Under the U.S. Countervailing Duty Law (19 USC 1303),
the Secretary of the Treasury is required to assess an
additional (countervailing) duty that is equal to the amount
of the bounty or grant that has been found to be paid or
bestowed on the imported merchandise. This action is taken
pursuant to allegations by the American Lead-Zinc Institute
that the Spanish Government, by rebating the desgravacion
fiscal tax on export, provides a bounty or grant on exports
of unwrought zinc. A preliminary determination on this
case must be reached by no later than December 17, 1976.

A final determination must be issued by June 17, 1977.

Imports of zinc from Spain totaled approximately
$18 million in 1975.
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Deparmentofhe TREASLIRY NEWS

FOR RELEASE UPON DELIVERY

STATEMENT OF DAVID R. MACDONALD
ASSISTANT SECRETARY (ENFORCEMENT, OPERATIONS,
AND TARIFF AFFAIRS)
DEPARTMENT OF THE TREASURY
BEFORE THE TRADE SUBCOMMITTEE
HOUSE WAYS AND MEANS COMMITTEE
ON H.R. 9220
AUGUST 3, 1976

Mr. Chairman and Members of the Committee, I am
David R. Macdonald, Assistant Secretary (Enforcement,
Operations, and Tariff Affairs), Department of the Treasury.
My responsibilities include supervision of the Customs
Service. I would like to thank you, Mr. Conable, and the
Committee for the invitation to discuss H.R. 9220, the
Customs Modernization and Simplification Act.

As the title of the bill implies, the proposals
contained within it were designed to give to U.S. Customs
the necessary flexibility to adapt and grow with the
international business community of today.

The primary objective of the Customs Modernization
and Simplification legislation package is to build
flexibility into the customs laws by permitting the
Customs Service to modernize and simplify procedures and

thus (1) increase the productivity of the customs work
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force by simplifying procedures in order to handle the
continuing increases in workload, (2) speed-up the response
of the Customs Service to the needs of the importing
community by instituting modern business procedures and
methods in the merchandise processing and financial
aspects of importing, and (3) insure compliance with
customs laws through modern audit techniques so that
customs laws are enforced more thoroughly and equitably.
The bill is divided into three major titles. Title I
would allow Customs to institute up-to-date business
methods and adapt accepted financial practices in con-
junction with computerized techniques to the processing
of importations. As a necessary adjunct, the proposed
legislation would establish importer recordkeeping require-
ments and strengthen the authority of customs officers to
inspect importers and others with respect to customs-
related books and records. Customs would then have better
means to insure compliance with customs laws, which,
heretofore, have often been circumvented. Basically, the
major provisions of Title I would provide Customs with
the same capability to select, process and audit entries
and importer/brokers that the Internal Revenue Service
has had for years with regard to tax returns and tax payers.

We realize that administration of the Tariff Act differs



from the administration of the Internal Revenue Code.
Proper enforcement of duties, quotas and other customs
requirements necessitates the physical inspection of
goods, which is not necessarily true of income tax
administration. Therefore, if the Customs Modernization
Act becomes law, the inspection of physical goods entering
into the country will continue, and in addition, Customs
will be able to concentrate more on those items in which
a high incidence of violations has been found.
Specifically, the bill would permit the Secretary of
the Treasury or his delegate to prescribe regulations
requiring records to be kept by importers and the period
they are to be retained; to provide for the filing of a
"return" to cover all merchandise imported by a consignee
during a designated period in lieu of the filing of a
separate entry for each shipment made during the period;
and to permit an alternative method for the payment of
duty where a person has qualified to file a periodic
return. It would also provide broadened authority to
examine records of importers and others to compel their
production by administrative or judicial means.

Title II of the proposed legislation is a pot pourri

of amendments to the Tariff Act and related laws, for the

purpose of facilitating the processing of international



travelers and low value importations and to introduce
greater flexibility into the law which would result in
cost-saving efficiencies. Some of these provisions are:
(1) An amendment to the Tariff Schedules of the United
States (19 U.S.C. 1202) to provide for a flat rate of

duty of 10 percent on dutiable articles for personal use,
valued not over $500 fair retail value, accompanying a
returning resident arriving in the United States. (2) A
provision eliminating certain archaic provisions such as
those which require the filing of forms and the payment

of a ten-cent entrance and clearance fee. (3) An amendment
to change from less than $3 to less than $10 the limit in
the duties or taxes which the Secretary of the Treasury

is authorized to disregard; and to change from $10 to $25
the limit on the value of articles sent as bona fide gifts
and as accompanying baggage which may be admitted free of
duty and tax, and to change from $1 to $5 the limit in any
other case. (4) An amendment to create for the holder of
an endorsed airway bill accompanying merchandise imported
by air transportation the same presumption (i.e., that

he is the intended consignee of the merchandise) accorded
to the holder of an endorsed maritime or rail bill of
lading under the Tariff Act of 1930. (5) An amendment

to increase from $250 to $500 the informal entry monetary

limit. (6) An amendment to expand the use of informal



entry procedures to certain articles imported solely for
household or personal use or as bona fide gifts by the
importer. (7) An amendment to permit Customs officers,
at their discretion, to determine when the examination of
packages may be waived.

Also, the bill would amend section 491 of the Tariff
Act of 1930, as amended (19 U.S.C. 1491), to authorize
the disposal of distilled spirits, wines, and beer for-
feited summarily or by order of the court, at a public
competitive bid sale. Forfeited liquor must now be
disposed of by delivery to a Government agency, gifts
to eleemosynary institutions, or destruction.

Further, this title would exempt from trademark
restrictions merchandise purchased for personal use which
accompanies returning residents. This provision is
designed to obviate the situation that arises when a
traveler buys goods abroad, then finds that exclusive
licensees in this country can exclude his goods or force
him to obliterate the trademark when he returns.

The bill would also provide for a monetary penalty
as an alternative to seizure of merchandise transported
in violation of the coastwise laws by amending section 27
of the Merchant Marine Act of 1920, as amended.

Finally, Title II of the bill would add a new section
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589 to the Tariff Act of 1930 which would grant the same
arrest authority to officers of the Customs Service which
has been granted to officers of the Immigration and
Naturalization Service.

Title IIT of the bill would amend section 641 of the
Tariff Act of 1930, to modernize the procedures for licensing
and regulating Customs brokers. The bill would establish
a national license for Customs brokers, improve the quality
of supervision exercised by the Customs broker over his
business, protect the importer by requiring the broker to
post a performance bond, provide the United States Customs
Service with greater supervisory control over the activities
of Customs brokers in certain instances, and modernize the
disciplinary hearing procedures by substituting an inde-
pendent hearing examiner for the Customs officer who now
presides over such hearing.

Mr. Chairman, some opponents of this bill, principally
the Customhouse brokers, have accused Customs of supporting
this bill in order to create work for itself. Believe me,
Mr. Chairman, we have enough to do. Customs enforces over
400 different laws at the borders of the United States for
over 40 different agencies. Since 1950, Customs workload
has expanded far in excess of its work force. While

entries have risen 336%, vehicles 236%, persons 199%, and



aircraft 409%, the number of Customs employees has risen
52%. We are not looking for more work, and we do not
think the importer- is looking for more forms

and complexities which are passed on to the customer as
increased cost, nor is the U.S. traveler eager to be
delayed any more than he now is when returning to this
country. It was out of our desire to relieve ourselves
of this legislatively imposed burden that inspired us to
ask you and Mr. Conable to sponsor this bill.

Finally, Mr. Chairman, I cannot close my testimony
without commenting briefly upon discussions we have had
with various segments of the import community. When the
Customs Modernization and Simplification Act was first
proposed, we heard from a number of different groups
which adamantly proposed that Section 592 of the Tariff
Act of 1930 be amended in favor of the importing community.
As you know, Section 592 provides for either the for-
feiture of merchandise or the assessment of a penalty
equal to the value of such merchandise as to which a
false entry has been filed with the Customs Service,
even when the inaccurate entry is only a result of
negligence. Section 618 of the same Act then goes on to
allow the Customs Service to mitigate the penalty upon
application by the importer. This provision can be

extremely onerous in that it creates, before mitigation



is completed, a contingent liability which is far in
excess of the likely penalty which will ultimately be
assessed.

After discussing this matter with a number of inter-
ested groups, many of which proposed totally unrealistic
amendments which would have gutted Treasury's power
effectively to enforce the payment of Customs duties,
the Treasury Department sat down and outlined those
principles which, when the modern audit capability contained
in the Customs Modernization Act has been authorized by
Congress, may govern the modification of Section 592.

My purpose in raising this matter at this hearing,
Mr. Chairman, is first to assure you that the Treasury
Department has not "negotiated with" or "approved" any
amendmen£ to the Customs Modernization Act. Nevertheless,
since we are aware of the immense time pressures placed
upon this Subcommittee by reason of tax legislative
hearings and other matters, we attempted to rationalize
the views of responsible opposing interests without thereby
intending to preempt your function and responsibility to
hold hearings and make legislative decisions in the public
interest. No discussions have been held by me with any
group, other for the purpose of attempting to f£ind the

best possible solution to some very difficult problems in



the importation process while protecting the interest of
the Treasury Department and the public in assuring collec-
tion of the revenue and protection of consumers.

We at the Treasury Department and the Commissioner
and his staff at the Customs Service have worked long and
hard in examining the entire breadth of Customs laws and
procedures with a view towards weeding out the useless,
weaving together the inconsistent, preserving while
refining and updating the necessary, and formulating the
new. We are confident that the end product which lies
before you not only would bring Customs into the modern
era of international commerce but would construct a
framework and allow the breathing space for Customs
procedures to grow with and adapt to the future.

I would be pleased to answer any questions now or
following the statement of the Commissioner of Customs,

Vernon D. Acree.
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FOR RELEASE
A.M. Papers, Tuesday, August 3

RISE IN INTERNATIONAL LENDING BY U.S. BANKS SLOWS

New international lending by United States banks
is expected to rise by $11 billion, or 11 percent in 1976,
as against $15 billion or 18 percent in 1975, according to
Treasury's annual "Outlook for International Lending by U.S.
Banks," released today.

The study indicates that a major reason for the more
modest increase in lending volume currently foreseen is the
low level of demand from borrowers in the stronger industrial
nations. It reports that bankers are exercising caution in
expanding their portfolios of higher risk loans, but reveals
that senior officers remain confident about the soundness of
their outstanding credits and do not expect any significant
losses on loans to developing countries.

Gerald L. Parsky, Assistant Secretary for International
Affairs, noting this development in releasing the study, said:
"The expected increase in foreign loans this year, although
below the rise recorded in 1975, nevertheless represents a
substantial contribution to the financing needs of countries
facing current account deficits."”

The survey covers the prospective magnitude of inter-
national lending this year, while reviewing the major con-
straints on lending activity, terms and conditions of loans,
and the geographical direction of lending. It projects most
of the expansion in international lending in Western Europe,
Japan, and the more mature developing countries of Latin
America and the Far East.

In looking at the terms and conditions on which loans
are being extended, the survey finds a general widening of
spreads in interest rates for countries which have borrowed
heavily, along with the inclusion of special fees, and a
tendency toward shorter average maturities.
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The increase in short-term trade financing, associated
with the strong recovery of world trade volume, appears to be
a further factor in reducing the attractiveness of longer term
sovereign risk loans in some areas.

"The additional volume of financing provided by the
private banking sector will be a major supplement to other
private and official channels in helping countries meet their
financial needs as they undertake adjustments in their domestic
economic policies," Assistant Secretary Parsky stated.

o0o



Outlook for International Lending by U.S. Banks

1976
Summary

Lending Estimates

The volume of net international lending by U.S. banks
in 1976 (from domestic offices and foreign branches com-
bined) is likely to be determined less by the availability
of loanable funds than by the level of demand from low
risk borrowers. Interviews with senior officers of major
American banks conducted by members of the Treasury staff
suggest that the demand for credit from customers in the
countries which are financially strong has been essentially
flat or even declining and that loan demand has been strong
only in developing countries and some of the smaller in-
dustrial nations. Thus the expectations of bank officials
would point to new international lending of about $11 billion
during 1976. This would be an increase of around 11%, com-
pared to an increase of about $15 billion, or 18%, in 1975.

This estimate is, of course, tentative and could change
as bankers adapt their lending policies tu changes in eco-
nomic and financial conditions. This projection may under-
estimate the actual increase in U.S. foreign lending this
year judging from the somewhat higher rate of lending during
the first two months of 1976 and bankers' own expectations
of increased business during the fourth guarter. During the
early part of 1975, bank officers foresaw an increase of about
$9-10 billion in new foreign loans, but actually increased
their lending by $15 billion, partially to compensate for
weaker than expected domestic loan demand. While the strong
expansion in the U.S. economy has not vet been reflected in
increased domestic loan demand, we would expect loan demand to
pick up as the expansion proceeds. In addition, a concern
about a possible resurgence of inflation in the U.S. could
lead to a tightening of monetary policy and a reduction in
aggregate credit availability. The result of both these
phenomena could likely be some reduction, at the margin, in
the growth of U.S. bank lending to foreigners. However, the
magnitude of these effects should not be exaggerated. Of much
more importance in determining the level of credit availability
for foreign borrowers will be such factors as relative returns

on different kinds of loans, country limits and assessments of
creditworthiness.



Terms and Conditions

Despite the slowdown in demand from industrial country
borrowers, the present expectation is that in 1976 banks
will continue to exercise greater selectivity in the choice
of borrowers with a widening of interest spreads and a ten-
dency toward shorter loan maturities for higher-risk coun-
tries. The interest spread on loans to some of the
more mature developing countries, which have borrowed
heavily, is edging up from 1 3/4% to 1 7/8% over the London
Interbank Offer Rate (LIBO) while bankers are requiring
minimum spreads of 2% over LIBO on even very short-term
trade credits to countries considered marginal borrowers.
While most bankers interviewed intended at least to maintain
their outstanding loans in non-oil develping countries at
current levels, they would prefer to shorten the average
maturity of their loan portfolio as opportunities to do so
arise. Bankers continue to have a strong preference for a
maximum term of five years, but are willing to go up to
seven years on project loans with secured repayment
provisions.

Choice of Borrowers

Bankers are generally being more selective in their
lending. They have been maintaining their outstandings at
current levels in some countries and increasing only their
very short-term exposure in a number of others. In general,
the countries to which they would like to increase their
outstanding loans have not been seeking additional funds.
The geographical pattern of bank lending this year will
be influenced not only by concerns about creditworthiness,
but also by the strength of economic recovery and world
trade growth with its concomitant short-term trade finance.
In other words, the almost natural increase in trade financ-
ing associated with this recovery seems likely to be a
further factor in reducing the attractiveness of longer term
sovereign risk loans in some geographical areas. The par-
ticularly strong increase in trade volume expected among
OECD countries (now estimated to be over 10%) suggests that
much of the increase in short-term lending will be directed
to these countries. Indeed, U.S. bankers indicated that
they saw Western Europe and Japan as the primary areas for
the expansion of their international activity in 1976.

They also expect to increase credits to several of the major
Latin American countries and to a number of Far Eastern
nations. ‘



I. International Lending by U.S. Banks in 1975

Outstanding foreign credits extended through U.S. banks
(which includes U.S. domestic offices and foreign branches as
well as agencies and branches of foreign banks in the U.S.)
increased from $83 billion at the end of 1974 to $97.9 billion
at the end of 1975--a total increase of $14.9 billion or about
18%. This compares to an increase of $26.6 billion or 47%
in U.S. foreign lending during 1974. These data, adjusted
to exclude interbank placements of funds, are shown in Table I.

It is not possible to trace the direction of U.S. foreign
lending for the entire calendar year 1975. While Treasury
figures give the geographical distribution of lending from
domestic offices, data on the country breakdown of credits
from foreign branches--which accounted for most of the in-
crease in U.S. foreign loans during this past year--are
available only from end-September, 1975, under the Federal
Reserve's new reporting system. Although published figures
are available only for the fourth quarter of 1975 and are not
fully adjusted to exclude interbank placements, they none-
theless provide a useful indication of the direction of new
lending as well as the total exposure of U.S. banks in par-
ticular countries.

As compiled in Table II, the data indicate that loans
to Western European countries account for over 45% of total
U.S. foreign lending, followed by Latin America (26%) and
Asia (22%). Durirng the fourth quarter of 1975, U.S. banks
and their foreign branches increased their claims on non-
U.S. residents by nearly $11.5 billion or 6.6%, for a year-
end figure of $184.2 billion. The proportionate increase
in broad geographical areas roughly corresponds to the dis-
tribution of U.S. banks' total loan portfolios by area.

U.S. banks increased their loans and credits to European
borrowers by some $4.4 billion or 5.6%, with the largest
amounts extended to France (nearly $1.5 billion, an increase
of over 19%) and to Germany ($803 million or 13%). Loans

and credits to Latin America countries rose by $3.6 billion,
principally going to Brazil ($1.2 billion, a 16.4% increase)
and Mexico ($887 million, a 11.5% increase). New lending

to Asian nations grew by $2.6 billion (7.2%) including an
increase of $1.7 billion in loans to Japan (8.8%),while loans and
credits to Africa rose by $418 million (8.4%).

ITI. Outlook for International Lending in 1976
Senior officers of U.S. banks indicate that they expect

new international lending in 1976 to be below the increase . _
recorded in 1375. There appears to be ample capacity for a greater expansion since



most banks were not able to reach targeted rates of growth
for either domestic or foreign loans during 1975. The chief
problem, however, will be tomatch credit availability with_
suitable borrowers. Bankers reported that a large proportion
of first quarter loan demand came from developing countries
and indicated that they were exercising caution about expand-
ing their portfolio of higher-risk loans. It should be
stressed, however, that bankers did not express concern about
the possibility of significant losses on loans to develop-
ing countries in 1976. As a result of their greater selec-
tivity in lending to developing countries and weak loan de-
mand from customers in the stronger industrial nationms,
bankers now expect to increase their international lending

in 1976 by only about $11 billion. This would increase the
volume of outstanding loans by about 11% and amounts to

only about two-thirds of the $15 billion in new credits ex-
tended during 1975.

As the experience of last year suggests, bankers retain
considerable flexibility in adjusting their international
loan allowables upward. If domestic loan demand does not
pick up during the course of the year, bankers may seek more
aggressively to expand their international loan portfolios
in an effort to reach targeted growth rates of overall
assets and earnings. On the other hand, a strong revival
of demand from domestic customers could serve to "crowd out"
some potential foreign borrowers. This phenomenon could be
accentuated if concern about the possibility of renewed
inflation leads to a general tightening of monetary policy
and credit conditions in the U.S. It is difficult to quanti-
fy the magnitude of these effects. Of greater importance
in determining the volume of foreign lending will be such
considerations as relative returns on different types of
loans, assessments of creditworthiness and country limits.

woan Terms and Conditions

In response to sluggish loan demand in the U.S. and
abroad, U.S. banks have been actively competing for low-
risk short-term credits to foreign borrowers. As a result,
spreads on short-term loans have fallen to 1% over LIBO and
in many cases to as low as 3/4% or even 1/2% for prime
borrowers. Weak loan demand from the most attractive in-
dustrial country borrowers has also produced downward com-
petitive pressure on interest rates on term loans. U.S.
bankers report that spreads on longer term loans to prime
developed country borrowers have declined to 1 1/8 to 1 1/4%
for the five to seven year maturities in comparison to a
minimum spread of 1 1/2% over the six months LIBO in 1975.
Bankers do expect, however, that spreads will widen as
domestic and industrial country demand picks up in the course
of the year.



- 5 -

A number of banks find that they are approaching their
country limits in some developing countries. As a result
of their high exposure, growing external debt levels of most
developing countries and persistently high demand, loan con-
ditions for LDC's at some banks have stiffened. While a few
term loans to the more developed OPEC countries--particularly
Iran and Venezuela--have been extended at 1 1/2% or even
1 3/8%, most loans to developing countries have minimum spreads
of 1 3/4 to 2% over LIBO. The interest spreads on loans to
the more mature developing countries which have borrowed
heavily, such as Brazil, are edging upwards to aboutl 7/8
or even 2% at present. On loans to other eligible developing
countries, such as South Korea and Taiwan, whose external
indebtedness has grown considerably, banks are requiring
spreads of 2% over LIBO. For those countries considered
marginal borrowers--such as Iraq and Egypt--even short-term
trade credits have been priced very stiffly at spreads of 2
to 2 1/2% over LIBO. On many loans to developing countries,
bankers have been adding on front-end, commitment or other
fees to bring the effective yield to more than 2-1/2%. These rates
refer to loans to governments or guaranteed by governments
or central banks. Loans to private borrowers which do not
have a government guarantee run higher, and in the case of
Brazil have reached spreads of 2 1/2% to 4% over LIBO for
relatively short maturities.

Along with the widening of interest margins, banks are
also attempting to reduce the maturities of their loans to
developing countries. Thus although most bankers inter-
viewed intended to maintain or increase their outstandings
in non-oil LDC's, they will be tending to reinvest the pro-
ceeds of maturing loans primarily at short-term. With the
strong revival of the U.S. and Eurobond markets, term loans

to corporate borrowers in developed countries have declined.

Bankers prefer to limit their term loans to the five
year maturities, and are in fact avoiding term loans in
favor of short-term financing in the case of several of the
developing countries. While a few seven year credits have

been extended under pressure from customers, bankers do not
foresee any general lengthening of loan maturities.

Direction of Lending

U.S. bankers view Western European as a primary
area of the expansion of their international activity in
1976. As business activity continues to pick up, a
number of bankers expect to increase their lending to
Germany. Lending to France, which rose strongly during
1975, is expected to continue to increase this year. A
number of bankers expressed interest in expanding their



loans to Spain, where loan demand reportedly is very high.
While American bankers are continuing to watch developments
in Portugal carefully, several were interested in expanding
their credits this year.

A number of bankers expressed interest in @ncrea§ing
their loans to selected Eastern European countries this
year, particularly to Yugoslavia, Romania and Poland.

Among Latin American countries, most bankers intervieweq
expected to increase their lending most significantly in their
two largest markets, Mexico and Brazil. Following Argentina's
recent change of government, bankers expect to increase modestly
their loans to Argentinian borrowers this year. Bankers are
actively seeking to expand their positions in Venezuela.

The Far East is an area in which U.S. bankers have
substantial positions and in which they anticipate that much
of their planned 1976 loan growth will take place. Japan
is their largest Far Eastern market and although some banks
are approaching country limits, most anticipate an increase
in lending to Japan as loan demand increases. Bankers also
continue to view S. Korea, the Philippines and Taiwan favorably
and expect to increase their credits to these three countries
this year. Some cautious loan expansion is expected in
Indonesia. Credits to Thailand, Malaysia and Singapore will
probably also continue to increase.



TABLE I

Claims on Non-Bank Foreigners Reported by Banks in
the U.S. and their Foreign Branches

(In millions of dollars)

U.S. Foreign Monthly Quarterly Annual

Date Officesl/ Branches2/ Total Amount Z Amount Z Amount M
12/72 16,342 24,026 40,368
12/73 19,948 36,429 56,377 +16,009 "+39.7
12/74 32,131 50,870 83,001 +26,626 +47.2
1/75 32,752 51,385 84,137 +1.136 +1.4

2/75 33,328 52,580 85,908 +1,772 +2.1

3/75 34,290 53,807 88,097 +2,189 +2.5 +5,097 +6.1

4/75’ 34,053 54,461 88,514 + 417 + .5

5/75 34,572 55,189 89,761 +1,247 +1.4

6/75 33,450 55,936 89,386 - 375 - .4 +1,289 +1.5

7/75 34,108 55,633 89,741 + 355 + .4

8/75 34,383 56,458 90,841 +1,100 +1.2

9/75 34,371 56,653 91,024 + 183 + .2 +1,638 +1.8

10/75 36,357 58,159 94,516 +3,492 +3.7

11/75 36,607 58,266 94,873 + 357 + .4

12/75 37,873 60,006 97,879 +3,006 +3.1 +6,855 +7.5 +14,876 +17.9
1/76p 38,057 61,195 99,252 +1,373 +1.4

2/76p 38,372 61,397 99,769 + 386 + .4

1/ Compiled by adding totals of Tables CM-II-1 and CM-II-IV, less claims on banks, Treasury Bulletin, March and April 1976
" and less branches' liabilities to parent bank from Table 19(b), p. 71, Federal Reserve Bulletin, April 1976.

2/ Compiled by adding claims on official institutions and non-bank foreigners, from claims on foreigners in all foreign
" countries and currencies, Federal Reserve Bulletin, April 1976, and unpublished Federal Reserve data,

p,, Preliminary



TABLIE Z. GEOGRAPHICAL DISTRIBUTION OF CLAIMS ON FOREIGNERS REPORTED BY
U.S. BANKS AND THEIR MAJOR FOREIGN BRANCHES
(in millions of dollars)

September 1975 Decenmber 1975 Change: September to December, 1975
Total Total Total
Domestic Foreign Percent Domestic Foreign Percent Domestic Foreign Percentage
Country Offices 1/ Offices 2/ Amount Distribution Offices 1/ Offices 2/ Amount Distribution Offices Offices Amount Change
Europe 7,279 71,144 78,423 45.3 8,496 74,351 82,847 45.0 1,217 3,207 4,424 +5.6
Belgium-Luxembourg 451 5,630 6,081 3.5 298 5,226 5,524 3.0 -153 =404 -557 -9,2
France 798 6,696 7,494 4.3 1,298 7,648 8,946 4,9 500 952 1,452 +19.4
Germany 337 5,845 6,182 3.6 315 6,670 6,985 3.8 -22 825 803 +13.0
Italy 337 4,361 4,698 2.7 351 4,834 5,185 2.8 14 473 487 +10.4
United Kingdom 3,246 34,506 37,752 21.8 4,152 34,253 38,405 20.9 906 -253 653 +1.9
Other Western Europe 1,632 11,057 12,689 7.3 1,626 12,415 14,041 7.6 -6 1,358 1,352 +10.7
U.S.S.R. 168 491 659 0.4 178 596 774 0.4 10 105 115 +17.5
Other Eastern Europe 310 2,558 2,868 1.7 278 2,709 2,987 1.6 -32 151 119 +4.1
Canada 2,870 1,714 4,584 2.7 3,049 1,357 4,406 2.4 179 -357 -178 -3.9
Latin America 17,543 27,299 44,842 26.0 19,824 28,589 48,413 26.3 2,281 1,290 3,571 +82.0
Argentina 1,126 814 1,940 1.1 1,188 753 1,941 1.1 62 -61 1 +0.1
Brazil 1,912 5,198 7,110 4.1 2,712 5,565 8,277 4.4 800 367 1,167 +16.4
Chile 485 120 605 0.4 440 69 509 0.3 =45 -51 -96 -15.9
Colombia 493 684 1,177 0.7 478 549 1,027 0.6 -15 -135 -150 -12.7
Mexico 2,453 5,227 7,680 4.4 2,468 6,099 8,567 4.7 15 £72 887 +11.5
Panama 691 1,973 2,664 1.5 889 2,158 3,047 1.7 198 185 383 +14.4
Peru 471 619 1,090 0.6 525 704 1,229 0.7 54 85 139 +12.8
Venczuela 1,253 1,055 2,308 1.3 1,134 1,205 2,339 1.3 -119 150 31 +1.3
Other Latin America 8,658 11,609 20,267 11.9 9,990 11,487 21,477 11.5 1,332 -122 1,210 46.0
Asla 15,263 20,834 36,097 20.9 16,023 22,688 38,711 21.9 760 1,854 2,614 +7.2
China (Taiwan) 834 623 1,457 0.9 970 756 1,726 0.9 136 133 269 +18.5
Hong Kong 239 2,021 2,260 1.3 247 1,495 1,742 0.9 8 -526 -518 -22.9
India 53 163 216 0.1 53 163 216 0.1 0 0 0 0
Indonesia 182 1,072 1,254 0.7 217 1,346 1,563 0.8 35 274 309 +24.6
Japan 9,566 9,522 19,088 11.0 10,098 10,669 20,767 11.4 532 1,147 1,679 +5.8
Korea (South) 1,691 718 2,409 1.4 1,725 813 2,538 1.4 3¢ 95 129 +5.4
Philippines 390 1,095 1,485 0.9 423 1,225 1,648 0.8 33 130 163 +11.0
Singapore 193 3,050 3,243 1.9 341 3,460 3,801 2.1 148 410 558 +17.2
Thailand 438 271 709 0.4 448 283 731 0.4 10 12 22 +3.1
Middle East oil-exporting
Countries 694 1,671 2,365 1.4 553 1,795 2,348 1.3 -141 124 =17 ~0.7
Other Asia 983 628 1,611 0.9 925 683 1,608 0.9 -58 55 -3 -0.2
Africa 1,565 3,406 4,971 2,9 1,705 3,684 5,389 2.9 140 278 418 +8.4
" Afrlcon oil-cxporting
countrics 218 424 642 0.4 288 480 768 0.4 70 56 126 +19.6
Other Africa 1,347 2,982 4,329 2.5 1,417 3,204 4,621 2.5 70 222 292 +6.7
All Other Countries 699 3,119 3,818 2.2 835 3,580 4,415 2.4 136 461 597 +15.¢€
GRAND TOTAL 45.219 127.516 172.735 100.0 49.932 134.269 184.201 100.0 4.713 6.753 11.466 +€.6

1/ Excludes loans to unaffiliated foreign banks; includes claims on banks' own foreign branches.

2/ 1Includes claims on other banks, except on branches of the same U.S. parent bank.



FOR RELEASE AT 4:00 P.M. August 3, 1976
TREASURY'S WEEKLY BILL OFFERING

The Department of the Treasury, by this public notice, invites tenders for
two series of Treasury bills to the aggregate amount of $6,500 million , or
thereabouts, to be issued August 12, 1976, as follows:

92-day bills (to maturity date) in the amount of $2,700 million, or
thereabouts, representing an additional amount of bills dated May 13, 1976,
and to mature November 12, 1976 (CUSIP No. 912793 B9 6), originally issued in
the amount of $3,602 million, the additional and original bills to be freely
interchangeable.

182-day bills, for $3,800 million, or thereabouts, to be dated August 12, 1976,
and to mature February 10, 1977 (CUSIP No.912793 E5 1).

The bills will be issued for cash and in exchange for Treasury bills maturing
August 12, 1976, outstanding in the amount of $6,505 million, of which
Government accounts and Federal Reserve Banks, for themselves and as agents of
foreign and international monetary authorities, presently hold $3,354 million.
These accounts may exchange bills they hold for the bills now being offered at
the average prices of accepted tenders.

The bills will be issued on a discount basis under competitive and non-
competitive bidding, 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
one-thirty p.m., Eastern Daylight Saving time, Monday, August 9, 1976.

Tenders will not be received at the Department of the Treasury, 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.

Banking institutions and dealers who make primary markets in Government
WS-1009
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securities and report daily to the Federal Reserve Bank of New York their positions
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 bills applied for, unless the tenders are accompanied by an
express guaranty of payment by an incorporated bank or trust company.

Public announcement will be made by the Department of the Treasury of the
amount and price range of accepted bids. 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 $500,000 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 or Branch on August 12, 1976, in cash or
other immediately available funds or in a like face amount of Treasury bills
maturing August 12, 1976. Cash and exchange tenders will receive equal treat-
ment. 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 excluded from consideration as capital assets. Accordingly, the owner of
bills (other than life insurance companies) issued hereunder must include in his
Federal 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.

Department of the Treasury 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.
o0o



FOR IMMEDIATE RELEASE August 3, 1976

RESULTS OF AUCTION OF 3-YEAR TREASURY NOTES

The Treasury has accepted $2,002 million of $5,405 million of
tenders received from the public for the 3-year notes, Series J-1979,
auctioned today.

The range of accepted competitive bids was as follows:

Lowest yield 6.88% 1/
Highest yield 6.92%
Average yield 6.917%

The interest rate on the notes will be 6-7/8%. At the 6-7/8% rate,
the above yields result in the following prices:

Low-yield price 99.987
High-yield price 99.880
Average-yield price 99.907

The $2,002 million of accepted tenders includes 18% of the amount of
notes bid for at the highest yield and $ 673 million of noncompetitive
tenders accepted at the average yield.

In addition, $920 million of tenders were accepted at the average-
yield price from Government Accounts and Federal Reserve Banks for their
own account in exchange for notes maturing August 15, 1976, ($700 million)
and from Federal Reserve Banks as agents for foreign and international
monetary authorities for new cash ($220 million).

1/ Excepting 1 tender of $300,000

WS-1010



ADDRESS BY THE HONORABLE WILLIAM E. SIMON
SECRETARY OF THE TREASURY
BEFORE THE UNION LEAGUE CLUB OF NEW YORK
AUGUST 5, 1976

It is both an honor and a real personal pleasure to
address this distinguished audience and to be among so many
old friends again.

The Union League Club of New York stands for fundamental
values of loyalty and dedication and good citizenship which
are needed today more than ever. Over a hundred years ago,
at a time of national crisis, your founders outlined the
objectives that have guided you ever since:

* "To dignify politics as a pursuit and a study;

* "To reawaken a practical interest in public affairs
in those who have become discouraged,' and

* "To enforce a sense of the sacred obligation inherent
in citizenship."

And so your organization has fought the good fight
against slavery, against denial of the right to vote,
against Tammany Hall, and many of you are fighting today
against othey wrongs in our society and standing foursquare
behind the things that are right about America.

I know that each of us here shares a common concern
about the future and the continued growth of the remarkable
and dynamic economic system that has given our pcople the
highest living standards and the greatest prosperity known
to man. And it is clear that unless the American people
rally behind the principles that underlie this system, our
steps will falter. Because far more is involved than the
survival of a few companies, or a few jobs, or whether the
prlce.of beef goes up.or down over the next few months.
What is at stake is the very survival of our economic

freedoms and, along with them, our personal and political
frecdoms as well. '
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Abraham Lincoln, in talking about our nation's founders
during the Civil War, said, '"Surely each man has as strong

a motive now to preserve our liberties as each had then to
establish them."

The same holds true today. Our system, while not
perfect, has given Americans the blessings of both liberty
and abundance. That system will continue to be true to us
so long as we are true to it. This means that every citizen
has the duty to ensure that our elected officials pursue
sane and solid and responsible policies that will promote
our economic stability and assure durable growth.

r- That is why I believe the election of 1976 is one of
the most important in our history -- certainly the most
important in my lifetime. Why do I say that? Because, the
decision the American people make this year at the polls
will determine not only our nation's course for the next
four or eight years, but well into the next century. And
after all the political speeches have been made, and the
editorials written, what that decision will really boil down
to is this -- a choice between the freedom for each of us to
live our lives as we best see fit, or the surrendering of
more of that freedom to an increasingly powerful government
in exchange for a false promise of security and permanent
-prosperity. This theme was best described by Gibbon in his
epitaph foir ancient Athens. "In the end," he wrote, '"more
than they wanted freedom, they wanted security. They wanted
a comfortable life and they lost it all -- security, comfort
and freedom. W¥hen the Athenians finally wanted not to give
to society but for society to give to them, when the freedom
they wished for most was freedom from responsibility, then
Athens ceased to be free." That is the issue.

I believe that what this country needs is a political
program that is, in Harry Truman's words, a genuine contract

with the people, a commitment to more than vague good
intentions.

This program does not have to be complicated to be
effective. All it requires is an underlying moral commitment
to personal freedom and care for those who genuinely need

help. This commitment would be linked to four equally
explicit goals:

* Prosperity and economic growth through encouragement
of the private sector that provides jobs and generates the
abundance that pays for government as well.

* Skillful management of economic affairs by creating
an environment of sustained, non-inflationary growth which
Will benefit every man, woman and child in our country.

_* Reducing the growth of runaway government spending
Whlch more and more Americans recognize as the biggest
single domestic problem facing our country today.



-3-

* Lowering the level of taxation in America. Taxes
are too high for almost everyone. We must reduce the over-
all level of taxation so that our vital economy and society
are spared the stultification and decay we have seen in
other societies where the state has consumed an ever larger
part of the national product.

These moral and practical guidelines would provide the
basis for the most sweeping reform of American government in
our history. But what have the American people been offered
thus far in this political campaign? If, indeed, a platform
is a contract with the people, then the platform adopted a
few weeks ago here in New York City is a stark statement of
the principle of spend-spend, elect-clect, inflation, ccntrols,
bigger and bigger government syndrome that has been at the
very root of our economic problems during the postwar period --

especially the past 10 years -- and still remains alive and
well in Washington, D.C. today.

This platform should really be calied "Promises Promises
Promises," for just like Santa Claus, and all the platforms
from years past, it has something for everybody. The trouble
is, playing Santa with the taxpayer's money dispenses neither
good will nor integrity. The only thing it does dispense is
pure hypocrisy.

Take a look at the platform and see what it calls for:

Guaranteed jobs for all at government expense;

National economic planning;

National day care systems;

A mandatory national health system;

A phased-in federal takeover of welfare;

Entirely new federally funded programs for transportation;

New public needs employment programs feor the cities;

Substantially increased federal payments to education;

Countercyclical aid to state and local governments;

More federal subsidies for public housing;

Higher commodity prices for farmers, yet lower food
prices for consumers. And then to top it all off, we're
promised a balanced budget. ‘

Now isn't it wonderful? There's more money for literally
everything that lives and breathes. The 1list goes on and
on. But what it all adds up to is bigger and bigger government
higher and higher inflation, and eventually more unemployment
and greater economic instability.
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And in all of this, mind you, not a word about who
would pay for all these programs or even how much they would
cost. Well, they do cost, and they're going to cost a lot,
because there is no such thing as a '"free'" lunch or "free"
education, or "free'" health care. In fact, there is no free
anything.

What is the price of these instant cure-alls? The
rograms of this platform could easily exceed an additional
200 billion -- that's $1,000 for every man, woman and child

in America or over one-half of what our federal budget is
today. The average American taxpayer would have to work for
half the year just to support government, and only then
could he start to support himself and his family.

But the platform makes the appealing claim that all
these programs are possible without substantial new inflation
given a federal policy of full employment, because for every
one million newly employed people who pay taxes, the federal
deficit will supposedly be decreased by $16 billion. But
how are these people to become employed? Why, by spending
more money, of course. This means that the deficit will not
disappear by such steps but will only grow.

So where would the additional needed revenue come from
to balance the budget? It could be raised by borrowing or
taxing from the private sector, but that would only lead to
a loss of jobs in the private sector. The other alternative
would be to inflate the money supply which would merely set
us off on another boom-bust cycle. The supposed cure, then,
turns out to be illusory, and what results is new and higher
inflation which in turn would only lead to a new and higher
level of unemployment.

The issues involved here are by no means narrowly
economic. They concern fundamental principles of equity and
of social stability. The trouble with growing government
spending is that however good the intentions which underlie
the growth, those intentions are not achieved; that instead,
the growth in government spending makes low-income people

worse off, undermines social cohesion and threatens the very
foundation of a free society.

Here, the outstanding fact is, that in every country
in which the percentage of government domination has increased
there has been a tendency to move toward instability, toward
minority government and toward a threat to a free socicty.
Have we forgotten the inextricable relationship betwecn our
economic freedom and our social and political frcedoms?
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Our desire for progress, in the form of improved living
standards and employment opportunities, will surely be
frustrated unless we better control the insidious inflation
which has destroyed economic stability by triggering a
costly series of booms and recessions. The tragic policy
errors of the past and our hopes for the future must force
us to recognize a basic reality: inflation is the greatest
threat to the sustained progress of our economy and the
ultimate survival of all of our basic institutions.

a There is a clear record from the past: when inflation
distorts the economic system and destroys the incentives for
real improvement the people will no longer support the
system and society disintegrates. I am convinced that our
uniquely creative and productive society will also collapse
if we permit inflation to dominate our economic affairs.

There is no tradeoff between the goals of price stability

and low unemployment as some critics have erroneously claimed.
If we are to increase the output of goods and services and
reduce unemployment, we must first make further progress in
reducing inflation.

The intensity of my feelings about inflation has
resulted in some critics labeiing me as obsessed. However,
I am not so much obsessed as 1 am downright antagonistic
toward those who consistently vote for bigger deficits. We
must always remember that it is inflation that causes the
recessicns that so cruelly waste ocur human and material
resources and the tragic unemployment that leaves serious
econcmic and psychological scars long after economic recovery
occurs. It is inflation which destroys the purchasing power
of our people as they strive -- too often in a losing struggle
to provide the necessities of food, housing, clothing,
transportation, and medical attention. Inflation 1is not
now, nor has it ever been, the grease that enables the
economic machine to progress. Instead, it is the momnkey
wrench which disrupts the efficient functioning of the
system. It is the most vicious hoax ever perpetrated for
the expedient purposes of a few at the cost of many. And
there should be no uncertainty about its devastating impact,
particularly for low-income families, the elderly dependent
upon accumulated financial resources and the majority of
working people who do not have the political or economic
clout to beat the system by keeping their incomes rising
even more rapidly than inflation. When inflation takes over
an economy it is the poorest people who suffer most and turn
to the government. It's an insidious process, because they
become willing clients of the state and the very policies
which created their misery.
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The Democratic party platform then, far from being a
guide to a new prosperity built upon sustained non-inflationary
growth, is in reality a blueprint for economic disaster. By
advocating such a massive and undesirable federal takeover
of our national economy without even stipulating the means,
the cost, or the method of payment, this platform not only
insults the good faith and intelligence of the American
taxpayer, but ignores the fundamentzl lesson of the past
decade: it was these same excessive fiscal and monetary
policies that caused the worst inflation in our peacetime history
which in turn led to the worst recession "in more than a

generation. Our people have paid a terrible price for that
ignorance.

In President Ford, we have a man who knows that real
leadership is not always saying yes, because he has had the
courage to say no. Thanks to his prudent, tough policiecs,
we now have the best chance in a long time to enter an era
of durable economic stability.

Our critics term the President's policies "Government
by veto." But it is precisely because the President has
vetoed more than 50 bills passed by the reckless free-
spending Congress that the taxpayers have saved more than
$14 billion.

Restraint on .spending brought about by the President is
the reason inflation has been cut in half, inflationary
expectations have been lessened, and 87-1/2 million people are
now working, more than at any other time in the nation's
history. 1In essence, we've come a long way from the depths
of the recession in 1975 and we're now well advanced into a
period of economic expansion.

The essential point to remember, however, is that the
President acted as he did because he had to. We must never
forget that the other party has controlled both houses of
Cengress in all but four years since 1230. During this
campaign the American people are being told we need to try
new ideas, to spend a lot more money to create public
employment which will allow us toc balance the budget. This
is a total contradiction; more of the same old quack nostruns
which have in reality produced budget deficits in 38 out of
the past 46 years. Every time you sce the sun rise here in
New York City, be reminded that your Federal Government,
spurred by an undisciplined Congress, has spent more than a
billion dollars of your hard-earned money. And if you think
that's incredible, let me give you some more unbelievable
facts about government spending.



-7-

Since 1962, our budget has exploded from $100 billion
to a figure that will certainly top $400 billion in 1977.
That's an increase of 300% in 15 years. The government is
now growing much faster than our ability or willingness to
pay for 1it.

The U.S. Treasury 1in just the past 10 years has borrowed
half a trillion dollars in the private capital markets.
That's money that was swallowed up by the Washington bureaucracy
that could and should have been invested in the dynamic
private sector. i

Added to that is the suffocating weight of excess
government regulations that are threatening to overwhelm
many small businesses. Government now controls over 10% of
everything we produce in the economy and indirectly controls
almost all of the rest. That translates into a cost to
consumers of $125 billion a year. One-hundred and thirty
million man-hours are spent just filling out the forms.

It doesn't take a Ph.D. in economics to realize that
the federal government has become the nation's biggest
single employer, its biggest consumer, and its biggest
borrower, and alsc the biggest source of inflation in the
United States economy.

I am frankly astonished that whenever our critics are
confronted with such irrefutable evidence proving we have
too much government, they nevertheless piow on trying to
make the case that there is not enough. The casualties of
this misguided logic are jobs. :

Free lives, individual lives, productive lives are
built on capital investment, not on the red ink and the
printing press of the government. If we are going to
create the kind of jobs that will keep people permanently
employed, that will meet the needs of a growing labor force
and that will reduce our inflation by expanding our output
of goods and services, then we must equip our workers with
new and efficient plant, machinery, and tools. These
capital needs of the future are staggering, about §$4-1/2
trillion in the next decade -- or about three times as much
as we spent in the last decade.

Savings are the source of this needed capital. But
savings are currently being drained by excessive government
deficits. Resources absorbed by government for its spending
today cannot simultancously be invested in expanded plant
and machinery to employ more people tomorrow. le cannot
have hoth bigger governments and a healthy expanding private
sector. Government doesn't create wealth -- people do. We
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cannot continue to transfer each year an increasing percentage
of our national wealth from the most productive to the least

productive sector of our economy without endangering the
economic future of cur children.

It we're really sincere about providing more productive
and lasting jobs for our economy we will only succeed by
strengthening our free enterprise system, and that, I might
add, constitutes the centerpiece of President Ford's program.
This means controlling government spending, getting rid of
excessive and counterproductive regulatiomns, reducing
personal and corporate taxes, and striking a new balance
that favors less consumption and government spending and
more savings and investment. The only way to wage a real

war on poverty is to create jobs in the private sector, not
jobs for bureaucrats.

In the past, we have looked upon our dynamic free
enterprise system as the Golden Goose that produced all our
blessings and encouraged the self-initiative that has made
our country the envy of the world. But today Congress is
spending faster than the goose can lay its eggs. And should
these policies continue, they will not only steal all the
eggs, but kill the gcose itself.

What a tragedy that would be. Just look at what we
would be sacrificing:

The private sector produces the food we eat, the goods
we use, the clothes we wear, the homes we live in.

It is the source of five out of every six jobs in
America, and it provides, directly and indirectly, almost
all the resources for the rest of the jobs in our all-too-
rapidly expanding public sector.

It is the foundation for defense security for ourselves
and most of the Free World.

It is the productive base that pays for government
spending to aid the elderly, the jobless, the poor, the
dependent and the disabled. Indeed, far from being the
inhuman monster caricature painted by political demagogues,
the American private sector is in reality the mightiest

engine for social progress and individual improvement ever
created.

This, is the crucial theme that must be communicated
broadly and deeply into the national consciousness: The
American production and distribution system is the very
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mainspring of our nation's strength -- the source of present
abundance and the foundation of our hopes for a better
future.

Yet we could lose it unless we act. Let's face it.
Under the politics of spend-spend, elect-elect we will get
a massive increase in federal expenditures which will inevitably
be followed by a new round of double-digit inflation and a
wrenching recession. And that means more cries for government
help and more calls for government intervention. So what
we're talking about is the survival of our free enterprise
system and, more importantly, whether the protection of our
personal liberties can survive in its absence.

Ladies and gentlemen, the question is, are we going to
promote the individual or the government? We cannot do
both. That is the issue, and our freedom and your children's
is at stake. Do we want more freedom of choice and more
freedom of individual action? Or do we want to see these
freedoms and all the other individual freedoms we hold so
dear gradually erode under more and more goveranment en-
croachments on our lives. That is the true, crucial decision
behind the rhetoric and personalities of this election year.
And the choice we make will affect not only our own futures,
and our children's, but the future of our country itself as
America embarks on its third century as the hope and inspiration
of free people everywhere.

Gerry Ford has taken his stand. He's taken a stand to
protect the dignity and freedom of millions of individuals
like yourselves by leading the battle to slow the growth in
government. Control over government spending will allow you
to keep more of your own money. President Ford has made and
continues to make those tough decisions despite persistent
criticisms, because he knows that it's the hard-working
taxpayers who keep this country going. And those people
need to be protected, not punished. That's the honest way
to run an Administration -- nothing flashy, no gimmicks,
just facing up to the job at hand each day and doing it.

And by succeeding, he's also demonstrated that he understands
what the real meaning of compassion is all about.

Two hundred years ago Thomas Jefferson said, "To
preserve our independence we must not let our rulers load us
with perpetual debt. We must make our choice between
economy and liberty, or profusion and servitude.'" That was
the choice 200 years ago and it remains the same today. But
time is now running out. 1976 may be the last opportunity
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we will have to stem the tide of big government and thinly
disguised state socialism as practiced -- if not preached --
by many in Congress and elsewhere today.

I1f we love our freedom, then we must be prepared to
defend it. Between now and election day I urge each one of
you to decide how you can most effectively contribute toc the
preservation of a society that in 200 years has come to
symbolize man's capacity to attain freedom, prosperity and
dignity. This is an election in which the individual
efforts of individual citizens will make the difference.

Thank you.

o0o
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FOR IMMEDIATE RELEASE

SUMMARY OF LENDING ACTIVITY
July 1 - July 15, 1976

Federal Financing Bank lending activity for the period
July 1 through July 15, 1976, was announced as follows by
Roland H. Cook, Secretary:

On July 1, the Tennessee Valley Authority borrowed
$235 million from the Federal Financing Bank. The loan matures
September 30, 1976, and bears interest at a rate of 5.624%.

The Bank made the following loans to utility companies
guaranteed by the Rural Electrification Administration:

Interest

Date Borrower Amount Maturity Rate
7/1  Oglethorpe Electric

Membership Corp. $10,148,000 12/31/10 8.196%
7/9 Dairyland Power

Association 10,000,000 12/31/10 8.179%
7/12 Cooperative Power

Association 4,200,000 12/31/10 8.144%
7/14 Colorado-Ute Electric

Association . 5,400,000 12/31/10 8.146%

7/15 Tri-State Generation
and Transmission Assn 5,255,000 12/31/10 8.144%

7/15 United Power Association 5,000,000 12/31/10 8.144%

%nterest payments on the above REA loans are made on a quarterly
asis.

On July 1, the Federal Financing Bank paid $503,283,767.55
to the Secretary of the Treasury for New York City Note #8. The
face amount of the note is $500 million and bears interest at a
face rate of 7.37%. The note matures April 15, 1977. The
effective rate of return to the FFB is 6.495%. The Secretary
of the Treasury made the loan to New York City under the New
York City Seasonal Financing Act of 1975.
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On July 6, the FFB purchased $4,770,000 of notes from
the Department of Health, Education and Welfare. The
Department had previously acquired the notes which were issued by
various public agencies under the Medical Facilities Loan
Program. The notes purchased by the Bank are guaranteed by the
Department of Health, Education and Welfare and mature July
1, 2000. The interest rate is 8.150%.

The General Services Administration made the following
borrowings from the Federal Financing Bank:

Date Series Amount Maturity Interest Rate
7/6 M $ 267,531.68 7/31/03 8.302%
7/13 L 1,355,526.09 11/15/04 8.269%

On July 6, the Student Loan Marketing Association (SLMA)
borrowed $15 million. The proceeds of the loan were used to
repay a $10 million note maturing with the Bank, to pay interest
due, and to raise additional funds. The loan matures October
5, 1976, and bears interest at a rate of 5.688%. SLMA
borrowings are guaranteed by the Department of Health, Edncatiosn
and Welfare. '

The Federal Financing Bank made the following advances to
borrowers guaranteed by the Department of Defense under the
Foreign Military Sales Act:

Interest
Date Borrower Amount Maturity Rate

7/9 Government of Greece § 3,300,000.00 7/1/86 7.814%
7/9 Government of Brazil 822,538.80 10/1/83 7.684%
7/9 Government of Brazil 205,111.30 3/15/83 7.616%
7/12 Government of China 13,157,296.09 1/2/84 7.587%
7/12 Government of Brazil 713,194.84 10/1/83 7.611%
7/13 Government of Uruguay 3,600,000.00 6/30/83 7.513%
7/14 Government of Greece 42,700,000.00 7/1/86 7.727%
7/14 Government of Korea 11,819,132.83 3/31/84 7.611%
7/15 Government of Korea 290,443.00 3/31/84 7.621%



On July 13, the U.S, Railway Association (USRA) borrowed
$3,903,000 against Note #9. The Association will loan the
funds to the Missouri-Kansas-Texas Railroad Company
pursuant to Section 211 of the Regional Rail Reorganization
Act of 1973, as amended. Principal is payable in semi-annual
installments of $390,300 commencing on October 20, 1984 with
a final maturity of April 20, 1989. The interest rate is

8.053%. USRA borrowings are guaranteed by the Department
of Transportation.

On July 14, the National Railroad Passenger Corporation
(Amtrak) made a drawing against Note #6 in the amount of
$15 million. The loan matures October 1, 1976. The interest
rate is 5.415%. Amtrak borrowings are guaranteed by the
Department of Transportation.

On July 15, the FFB purchased a $400 million 5 year
Certificate of Beneficial Ownership from the Farmers Home
Administration. The maturity is July 15, 1981. The interest
rate is 7.80% on an annual basis.

Federal Financing Bank loans outstanding July 15, 1976
totalled $23.6 billion.

# # #
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Contact: L.F. Potts
Extension 2951
FOR IMMEDIATE RELEASE August 5, 1976

TREASURY ANNOUNCES MODIFICATION OF
DUMPING FINDING ON POTASSIUM CHLORIDE, OTHERWISE
KNOWN AS MURIATE OF POTASH, FROM CANADA

Assistant Secretary of the Treasury David R. Macdonald
announced today a Modification of Dumping Finding on potassium
chloride, otherwise known as muriate of potash, from Canada,
with respect to Brockville Chemical Industries, Ltd.; Hudson
Bay Mining & Smelting Co., Ltd.; Swift Canadian Co., Ltd.;
and Cominco, Ltd. ©Notice of this action will appear in the
Federal Register of August 6, 1976.

For the reasons stated in the "Notice of Tentative
Determination to Modify or Revoke Dumping Finding" published
in the Federal Register of May 16, 1975, with respect to
Brockville Chemical Industries, Ltd.; Hudson Bay Mining &
Smelting Co., Ltd.; and Swift Canadian Co., Ltd, and in the
Federal Register of December 16, 1975, with respect to
Cominco, Ltd., potassium chloride, otherwise known as muriate
of potash, from Canada, is no longer being, nor likely to
be, sold in the United States at less than fair value by
these four companies.

During calendar year 1975, imports of the subject
merchandise from the four above-named companies were valued
at approximately $47.4 million.
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TREASURY ANNOUNCES
PRELIMINARY RESULTS OF SALE OF TEN YEAR NOTES

The Treasury announced today that it would accept
approximately $7.6 billion in subscriptions for the 10-year
note maturing August 15, 1986. 1In addition, $1.476 billion
was allotted to Federal Reserve and Government accounts.
Subscriptions accompanied by the 20 percent deposit will be
accepted in full in amounts up to $300,000. Subscriptions
accompanied by the 20 percent deposit for amounts exceeding
$300,000 will be accepted in the amount of $300,000. No
other subscriptions from the public will be accepted.

Subscriptions accompanied by the 20 percent deposit
totalled $10.230 billion. Other subscriptions from the
public totalled $14.139 billion for an aggregate subscrip-
tion of $24.369 billion.

In a statement accompanying the announcement, Treasury.
Secretary William E. Simon noted the importance of maintaining
control over the size of fixed price offerings and avoiding
issues of unwieldy size. "A critical element of our debt
management policy must be to insure that Treasury's financing
activities are consistent with the objective of stable,
properly functioning financial markets. It is also vital
that we maintain our efforts to achieve a balanced debt
structure. This successful sale makes an important contribu-
tion in both areas."

The ten-year note sale brings the total size of
Treasury's August refinancing to $10.6 billion, reducing
net new cash needs for the balance of the Transition Quarter
to the range of $3.5 to $5.5 billion.

The sale of this note has enhanced the achievement of
over-all Treasury debt management objectives and will result
in some additional extension of the average maturity of the
privately-held marketable debt. The importance of achieving
a balanced debt structure, after years of continuing decline
in the average maturity, is underscored by the growing amount
of gross financing required to refund maturing issues and to
raise additional cash. In the first seven months of this
year the Treasury issued over $58 billion of new coupon
securities and bills to refund maturing coupon issues and to
raise new money. An additional $212 billion of bills was

also issued to refund maturing bills.
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FOR RELEASE UPON DELIVERY

REMARKS OF THE HONORABLE RICHARD R. ALBRECHT
GENERAL COUNSEL OF THE TREASURY DEPARTMENT
BEFORE THE SECTION OF TAXATION OF THE
AMERICAN BAR ASSOCIATION
ATLANTA, GEORGIA
AUGUST 7, 1976

One day last month, the front page of the New York Times
carried an article with the headline "Tax Bills Pass in Senate
with Contents Unknown." This is, of course, a comment both on
our legislative process and on the state of our tax laws. The

'+ same day, the lead editorial in the Washington Post began:

"Tt used to be called the Tax Reform Bill.
As it now stands on the Senate floor, it deserves
to be called the Tax Shelter and Covert Subsidy
Bilili."

The accuracy or inaccuracy of that headline or that edi-
torial conclusion i1s not important. What is important is what
a responsible, informed, free press is telling the American
public about our tax system. This bicentennial year seems to
be an occasion for us to pause and reflect on where we have
been as a nation, where we are, and where we are heading.

I will resist for today the temptation to examine the
state of our legislative process that produced such a head-
line--although I am sure a political science professor could
shape an entire college course around that statement. Rather,
I would like to examine with you the state of our income tax
laws after 200 years of national growth and only 63 years of
growth of the income tax.

As we are all well aware, this nation was born during a

tax revolt. The citizens of the 13 colonies were persuadeq
that the taxes being imposed on them were unfair and inequitable.
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From the adoption of the Sixteenth Amendment in 1913,
the income tax has progressed from a 15-page statute levying
taxes at rates from 1% to 6% to an Internal Revenue Code re-
quiring 1,700 pages of the United States Code and 6,000 pages
of regulations levying income taxes at rates up to 70%.

Notwithstanding this dramatic increase in size, complexity,
and tax levels, this tax system has served the country well
along the way. It--along with some help from purchasers of
government securities--enabled the United States to finance two
World Wars and two so-called limited wars. It has assisted in
the financing of the exploration of the moon and Mars. It has
paid for a host of programs representing the noble efforts of
our society to deal with its problems--from a war on poverty
to wars on crime--from foreign aid to school lunch programs--
from the search for a cure for cancer to the development of an
effective swine flu vaccine.

But our tax system has been called upon to do a lot more
than finance the direct efforts of its government. It has
encouraged home ownership by millions of Americans by allowing
the deduction of interest paid on a home mortgage. It has been
used in an effort to alleviate the economic impact of major
illness by allowing for the deduction of certain expenses for
medical care and permitting the exclusion of sick pay from
income. The dividend exclusion has been added to feoster the
ownership of stock by small investors, while the investment tax
credit has encouraged American industry to increase its produc-
tive capacity and create more jobs. Through Domestic Inter-
national Sales Corporations, it has encouraged manufacture at
home rather than abroad by U.S. companies selling in foreign
markets. It has encouraged investment in real estate develop-
ments through provisions such as those permitting accelerated
depreciation of new projects.

The list is nearly endless. The income tax has been an
efficient, convenient and effective tool for accomplishing many
national objectives. An efficient, well-managed bureaucracy
in the IRS has assisted in carrying out many national programs
under the guise of collecting the revenue necessary to finance
and administer other programs. That organization has done a
good job, I might add. ©So good, in fact, that its team of
professionals 1s looked to for assistance whenever a new,
unplanned job comes along--whether it's administering a wage
and price control program or providing staff for an energy
office or a sky marshal program.
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The significant feature of this tax program has been the
voluntary compliance of the American public with the tax laws.
This feature is not only significant but unique. That an
American citizen would sit down at the end of the year and
voluntarily report to his government--accurately and honestly--
his income and his tax liability is an idea not readily accepted
in many countries of the world. Sure there are some built-in
incentives--criminal sanctions from noncompliance, withholding
from wages and salaries, and quarterly payments to ease the blow
on April 15. Indeed, withholding tables that produce refunds

for a large number of taxpayers probably help greatly in assuring
compliance and early filing.

But this maze that is our tax law has developed to the
point where we must ask ourselves where we are headed. We must
ask whether the tax law has been called upon to do too many
things. The most frequently quoted statement by Commissioner
Alexander was his apology to the American taxpayer for the
length and complexity of this year's tax returns. We are told
that two out of five taxpayers seeks professional help in pre-
paring their individual returns--with millions more who could
benefit from such assistance. We are told by the General
Accounting Office--with apparent delight on the part of the
press--that even accountants and tax lawyers can't compute the
average taxpayer's liability without error more than half of
the time. Those figures should not be too surprising since,
unfortunately, there are many issues as to which there 1s no
single right answer. Many entries on a return can depend upon
the judgment of the preparer and on whether or not a doubt 1s
resolved in favor of the taxpayer or the government. But it
also should not be a surprise that this situation has fostered
the growth of organized tax protest movements and has produced
press reports of an impending tax rebellion.

If we believe--as I do--that our "voluntary, self-assess-
ment" tax system is worth holding onto, we must act now. It
may no longer be a "self-assessment" system when nearly half
of the returns are prepared by hired hands. Hired, incidentally,
in most instances not because of the affluence of the taxpayer,
but because of his feeling of helplessness when faced with a

set of incomprehensible forms, instructions, rules and regula-
tions.

In my preparation for this appearance today, I learned
that your Section has had since May of 1972 a Special Committee
on Simplification. One Washington wag--obviously not a tax
lawyer--believes that putting a committee of tax lawyers in
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charge of simplifying the tax code is akin to putting a com-
mittee of foxes in charge of the chicken farm. I repeat that
story for you, not because I believe it is true, but because I
believe you need to be reminded of the skepticism with which

the public is likely to greet any proposal for simplification
coming from a group whose livelihood is perceived to be dependent
upon the complexities of the present system.

I have read each of the annual reports of your Committee
on Simplification. It is interesting to observe that in its
first report the Committee stated that, "The Committee's
understanding of its function is not that of advocating basic
reform of the tax law." Rather, the Committee set as its goal
to propose something "more limited and,...more readily attainable
in the near future."

After four years of effort--and against the backdrop of
a 674-page House-passed tax "reform" bill and an apologetic
Commissioner--your Committee has become bolder and more ambi-
tious. Tax Section Recommendation No. 1976-1, adopted by your
Council on March 5, 1976, and by the Board of Governors of the
ABA on April 7, 1976, gets right to the heart of the matter.
I believe the first paragraph of that resolution states the
goal so succinctly and so well that it bears repeating here.
Indeed, if our tax code could be as precise and concise, it
would require only 170 pages rather than 1,700. It begins:

"RESOLVED that the American Bar Association
recommends to the Congress that it simplify the
internal revenue laws to the maximum extent
consistent with basic equity, efficiency, and
the need for revenue, so that such laws can be
easily understood and complied with by taxpayers
and fairly and consistently administered and
enforced by the Treasury Department."

Now a resolution like that implies that the revenue laws
presently cannot be easily understood and complied with by
taxpayers and cannot be fairly and consistently administered and
enforced by the Treasury Department. Indeed, your Committee's
report says as much. It begins:

"There is general agreement that the
internal revenue laws have, in many respects,
become so complex as to defy comprehension; that
uniform enforcement is virtually impossible;
that compliance with these laws requires an
undue expenditure of time and money; and that
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the complexity of these laws affects public
confidence in our tax system and imperils the
voluntary compliance upon which the system
depends. Thus the internal revenue laws are
in dire need of major simplification, and a
comprehensive program is needed."

Those are very strong words, indeed. I believe they are
especlally worthy of attention because of their source--which
I have already indicated is likely to be regarded with suspicion
by the general public. But their thrust bears a remarkable
resemblance to the words used by Secretary Simon in a speech
three months earlier when he said:

"Let me turn now to the...step that I
personally believe we should begin considering
with regard to our tax system. This is a con-
cept that has been suggested from time to time
but it is rarely given serious consideration.
It is simply this: to wipe the slate clean of
personal tax preferences, special deductions
and credits, exclusions from income, and the
like, imposing instead a single, progressive
tax on all individuals."

When the official charged with collecting the taxes and
the leadership of the tax bar can agree on a basic objective,
it must have some merit. But getting there will not be easy.

Ours is a complex soclety, with complicated and sophis-
ticated financial transactions (some of which certainly have
become more complex as the result of efforts to minimize taxes).
The obvious questions will come to your minds more quickly than
they will to others. How do we deal with personal holding
companies, collapsible corporations or corporate reorganiza-
tions under a simplified system?

There would also be tremendous transitional problems--and
broblems of effective dates to prevent a rash of pre-effective-
date transactions in anticipation of true reform. You are all
aware of the problems associated with the phasing in and phasing
out of a single tax feature such as the investment tax credit.
Overhauling the entire system will immeasurably compound those
problems. These problems should not deter us, however, since
the phasing out of complexities will always produce its own set
of transitory complexities, no matter when it is undertaken.
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It will not be easy to sell tax reform to those--and there
will inevitably be some--who will pay higher taxes. I suspect
it will be even more difficult to sell reform to those whose
over-all tax burden will actually decrease, but for whom the
prospects for decrease are well hidden by the complexities of
current law.

I am happy to report that the initial phase of the task
is under way. At the direction of Secretary Simon, a task
force headed by Charles Walker, Assistant Secretary for Tax
Policy, has begun the task of making tentative decisions on
specific elements of a proposed restructured system.

While it is premature to suggest what any of the tentative
decisions of the Basic Tax Reform Project are, we can take a
look at the approach that is being followed.

The present system is being reviewed in its entirety, with
a view to recommending changes that will:

1. Make it simple;
2. Make it more fair;
3. Make it economically efficient.

The simplification goal is self-evident. The Code provi-
sions should be easily understood and applied, especially by
the large majority of individual taxpayers. Simplicity is, of
course, of less concern and more difficult to achieve for high
income, sophisticated taxpayers and large business enterprises.

The fairness goal is to treat similarly situated taxpayers
in as equal a manner as possible, and to produce a system under
which all taxpayers are perceived to pay, and in fact do pay,
their fair share of taxes.

The economic efficiency goal is to neutralize the tax
system in the decisions on utilization and allocation of re-
sources.

The Treasury review 1s assuming that no changes should
occur in the total revenue raised, in the effective degree of

progressivity in the present tax system, or in the distribution
of the tax burden among income classes.

At this point, a number of tentative decisions have been
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made, with more yet to be made. When these have been completed,
computer analysis will be used to assist in determining an
appropriate rate structure and in ascertaining the need for
revising some of the tentative decisions.

In the work to date, there has been an effort to broaden
the tax base 1In every reasonable and consistent way, and to
reduce deductions, credits and exemptions to a minimum. In
this respect, the starting point has been to eliminate all of
them, and to retreat from that point only as far as necessary
to advance the goals of simplicity, fairness and efficiency of
the tax system. Decisions also have been made concerning the
measurement and taxatlon of income from business, conducted
both in corporate and noncorporate form. Decisions are in
process with respect to the measurement and taxation of foreign
source income. Decisions are yet to be made on numerous other
subjects, including proposed statutory assurance that the
relative tax burden among 1lncome classes, reflected by the
lower rate structure adopted for the broadened base, will re-
main constant.

When the work of this task force is made public, hopefully
by the end of this year, we will put to the acid test the degree
of our national addiction to the use of the income tax to try
to fine-tune our society.

No doubt every special interest group that currently bene-
fits from one of the deductions, exemptions or special provisions
will look with a jaundiced eye at any proposal that eliminates
such a provision. We will be reminded with a vengeance that one

taxpayer's concept of "equity" will be looked on as another
person's loophole.

This is when we will need the cooperation, patience, under-
standing and selfless leadership of the tax bar. During the
past two years I have been privileged to get acquainted with
some of the leaders of the Section of Taxation and to work
closely with a number of your colleagues in government--both
at Treasury and on Capitol Hill. I have talked with and met
a number of your officers and committee chairmen. I have been
highly impressed with the attitude and spirit of genuine concern
for the tax system reflected in the actions and deliberations of
the Section of Taxation.

Any Basic Tax Reform proposal worth its salt will contaln
some real shockers. Some of the concepts that have come to be
regarded as fundamental may have to be discarded.
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That is when I believe the Tax Section can provide a
valuable public service. Against the backdrop of the inevitable
emotional reactions, your Section can provide an objective
analysis of the proposal in terms of its ability to meet the
announced objectives. While your analysis will undoubtedly
prompt you to propose modifications, I hope you can resist the
temptation to fine-tune the package with a host of specilal pro-
visions.

Then, if you agree that the proposal--taken as a whole--
is an improvement over what we have today, the Section should
speak out in no uncertain terms. You will have the opportunity
and, I believe, the responsibility, to help educate a public
that, although it may be ready for change, has in the past shown
itself to be very reluctant to accept dramatic changes.

I am convinced that this task is not only necessary, but
one that can be accomplished.
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Contact: H.C.Shelley

Extension 2951
FOR IMMEDIATE RELEASE August 6, 1976

TREASURY ANNOUNCES PRELIMINARY COUNTERVAILING
DUTY DETERMINATION ON CERTAIN SCISSORS AND SHEARS
FROM BRAZIL

Assistant Secretary of the Treasury David R. Macdonald
announced today a preliminary determination under the
Countervailing Duty Law (19 U.S.C. 1303) that bounties or
grants are being paid or bestowed on imports of certain
scissors and shears from Brazil. Notice to this effect will
be published in the Federal Register of August 9, 1976.

A final determination must be made by February 9, 1977.

Information before the Treasury indicates that certain
scissors and shears are receiving bounties or grants in the
form of indirect tax credits, preferential financing, and
income tax exemptions.

The petition, filed by the National Association of
Scissors and Shears Manufacturers, relates to scissors and
shears valued at more than $1.75 per dozen.

During 1975, imports of certain scissors and shears
from Brazil were valued at roughly $1.2 million.
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August 6, 1976 Contact: Vera Hirschberg

964-5985
MEMORANDUM TO CORRESPONDENTS

Treasury Under Secretary Jerry Thomas will be
available for a "get acquainted" session with reporters

at 10:30 a.m. Tuesday, August 10, 1976 in Room 4125,

Main Treasury.
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FOR IMMEDIATE RELEASE August 6, 1976

RESULTS OF AUCTION OF 25-YEAR TREASURY BONDS
AND SUMMARY RESULTS OF AUGUST REFINANCING

The Treasury has accepted $1.0 billion of the $2.5 billion of
tenders received from the public for the 25-year bonds auctioned today.

The range cf accepted competitive bids was as follows:

Lowest yield 7.98%
Highest yield 8.03%
Average Yield 8.01%

The interest rate on the bonds will be 8%. At the 8% rate, the above
yields result in the following prices:

Low-yield price 100.215
High-yield price 99.679
Average-yield price  99.893

The $1.0 billion of accepted tenders includes 30% of the amount of bonds
bid for at the highest yield and $132 million of noncompetitive tenders
accepted at the average yield.

In addition, $0.6 billion of tenders were accepted at the average-yield
price from Government accounts and from Federal Reserve Banks for themselves
and as agents of foreign and international monetary authorities.

SUMMARY RESULTS OF AUGUST REFINANCING

Through the sale of the three issues offered in the August refinancing,
the Treasury raised approximately $6.3 billion of new money and refunded $§»0
billion of securities maturing August 15, 1976. The following table summarizes
the results:

New Issues

6-7/8% 8% 8% Nonmar- Total Maturing Net New
Notes Note Bond ketable Securities MoPey
8/15/79 8/15/79 8/15/96- Special Held Raised
2001 Issues

Public......... .. $2.0 $7.6  $1.0 - $10.6  $4.5 36.1

Government Accounts

and Federal Reserve

Banks............ .7 1.5 .6 7 3.5 3.5 -

Foreign Accounts

for Cash...... .o .2 - - .2 - -2

TOTAL........ 2.9 9.1 1.6 7 14.3 8.0 6.3
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STATEMENT BY JOHN M. NIEHUSS
DEPUTY ASSISTANT SECRETARY OF THE TREASURY
FOR INVESTMENT AND ENERGY POLICY
SUBMITTED TO THE
HOUSE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE
SUBCOMMITTEE ON ENERGY AND POWER
WASHINGTON, D. C.
AUGUST 6, 1976

The Alaskan Natural Gas
Transportation Act of 1976

Mr. Chairman and Members of the Committee:

I am pleased to submit the following statement for the
record setting forth Treasury Department views concerning
the proposed Alaskan Natural Gas Transportation Act of 1976.

Treasury Department General Support for Expediting Legislation

The Treasury (1) supports the concept of legislation to
provide a procedure to expedite the final selection of an
Alaskan Natural Gas Transportation System and (2) urges the
Congress to take prompt action on S. 3521, as modified by the
comments you have heard from the FEA and Interior Department
witnesses who appeared before you.

The Treasury Department's interest in the proposals for
an Alaskan natural gas transportation system relates primarily
to the issues associated with financing such a large and
complicated project. As you will recall, the Department
testified before this Subcommittee on May 17, 1976 and
presented a detailed statement on the f1nanc1a1 issues raised
by the proposed projects. (A copy of the May 17, 1976
Statement is attached for reference.) Our present position
on the f1nanc1nq question is essentially the same as that
expressed in the previous testimony, and I will not review our
analysis in detail in this statement. We still believe that
it will be possible to arrange a private financing for an
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Alaskan gas transportation system without federal finan§i§1
assistance provided that appropriate regulatory and adminis-
trative actions are taken and the financial risks associated
with the project are equitably shared by all the parties
benefiting from the project.

However, we also continue to believe that whether a
totally private financing is achievable will remain a matter
of speculation until one of the projects is selected, the
project participants are identified and the regulatory con-
ditions under which the project would be constructed and
operated are known. Final selection of one of the competing
projects is essential before many of the difficult issues
involved in financing a transportation system can be resolved.
Expedition of the final selection of the project would, there-
fore, also expedite the resolution of the financial issues
involved.

Specific Comments on Financing Aspects of S. 3521

S. 3521, as reported by the Senate Committees on
Commerce and Interior and Insular Affairs, contains a number
of sections relating to the financing of an Alaskan natural
gas transportation system. Specifically, Section 5(d) requires
the Federal Power Commission to include in its recommendation
to the President an analysis of anticipated tariffs and the
feasibility of financing each of the transportation systems
it reviews. Section 6(a) of the proposed legislation permits
any government agency to submit a report to the President on
issues (including the sources of financing for capital costs)
raised by the FPC recommendation to the President. Lastly,
Section 7(c) requires the President to submit, along with his
recommendation to Congress, a financial analysis of the trans-
portation system chosen by him. This section further provides
that unless the President ''reasonably anticipates'" that the
system chosen by him can be privately financed, he shall make
recommendations concerning the use of existing federal financing
authority or the need for new federal financing authority.

In our view, these provisions adequately provide for
appropriate review by the Federal Power Commission, interested
government agencies and the President of the financial questions
involved. We support their inclusion in the legislation and
generally believe that they provide an adequate procedure for
resolving the difficult issues involved in financing an
Alaskan natural gas transportation system.



The Federal Power Commission hearings may provide an
appropriate forum for the various interested parties to
resolve the numerous remaining financial questions with
respect to the projects. For example, it is conceivable that,
as a result of the FPC process, agreement could be reached
on appropriate project tariffs and financial participation
by project beneficiaries which would create a reasonable
expectation that the project could be privately financed,
constructed and operated. However, if such arrangements
were not concluded during the FPC process, S. 3521 would
give the various government departments (including the
Department of the Treasury) an opportunity to make recommenda-
tions to the President with respect to additional actions which
might be taken under the provisions of S. 3521, the Natural
Gas Act and other applicable laws to achieve a private financing.
Should it be found that existing laws do not contain adequate
authority for the implementation or maintenance of needed regu-
latory actions, consideration could then be given to legislation
which would provide the necessary authority.

As noted above, we do not believe that federal financial
assistance will be needed if appropriate regulatory and/or
legislative actions are taken which equitably apportion the
financial risks among the various project beneficiaries.
However, in the event that the President concluded that it
was not possible to conclude arrangements or introduce legis-
lation which would make a private financing possible, S. 3521
would require him to make recommendations to Congress concern-
ing federal financial assistance. In this regard, we would
expect that the Treasury and other interested agencies would
make recommendations to the President which would minimize the
amount of federal assistance given and the impact of such
assistance on our capital markets.

While it is impossible to predict precisely the form
of the FPC decision concerning the financial issues, one
alternative would be for the FPC to grant a certificate con-
ditional upon subsequent arrangement of financing. It has also
been suggested that the FPC defer the setting of a rate of
return on equity in the project entity until after an attempt
has been made to arrange financing. These procedures would
imply that, after selection by the FPC, the succe§sfu1 appli-
cant would attempt to arrange definitive financing and
then return to the Commission for approval of the final
financial package.



It is important that the procedures established by
the legislation permit expedited handling and limit judicial
review of any subsequent FPC action in connection with
financing of the project. Otherwise, the purpose of the
legislation could be frustrated and the implementation of
the project delayed. The provisions of Section 9 of the
Act authorizing the FPC to "issue and take...other authoriza-
tions necessary or related to the construction and initial
commercial operation of the transportation system selected"
appear to provide for such expedited treatment and limitation
OE judicial review for subsequent FPC actions on financing
issues. However, it is such a critical issue with respect
to the financing of the project that we call it to the
Committee's attention in case it wishes to seek views of
other witnesses or perhaps deal with the question in the
Committee report.

Mr. Chairman, FEA and Interior Department witnesses
who appeared before you have outlined in some detail the
modifications which the Administration is proposing to
S. 3521. I will not comment on these proposals except to
note that the Treasury fully endorses these recommendations.
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FOR IMMEDIATE RELEASE | August 9, 1976

RESULTS OF TREASURY'S WEEKLY BILL AUCTIONS

Tenders for $2,700 million of 13-week Treasury bills and for $3,800 million
of 26-week Treasury bills, both series to be issued on August 12, 1976,
were opened at the Federal Reserve Banks today. The details are as follows:

RANGE OF ACCEPTED 13-week bills s 26~week bills
COMPETITIVE BIDS: maturing November 12, 1976 : maturing February 10, 1977
Discount Investment < Discount Investment
Price Rate Rate 1/ : Price Rate Rate 1/
High 98.689 5.130% 5.27% P 97.272 a/ 5.396% 5.62%
Low 98.675 5.185% 5.33% s 97.250 5.440% 5.67%
Average 98.676 5.181% 5.32% +  97.259 5.4227 5.65%

a/ Excepting 1 tender of $1,500,000

Tenders at the low price for the 13-week bills were allotted 80%.
Tenders at the low price for the 26-week bills were allotted 10%.

TOTAL TENDERS RECEIVED AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:

District Received |  Accepted Received | Accepted

Boston $ 42,855,000 $ 21,255,000 :$ 37,265,000 $ 22,765,000
New York 4,329,420,000 2,194,630,000 : 5,084,325,000 3,172,625,000
Philadelphia 15,900,000 14,615,000 : 36,645,000 22,145,000
Cleveland 28,275,000 26,680,000 : 135,915,000 75,915,000
Richmond 14,145,000 14,145,000 : 18,215,000 18,215,000
Atlanta 26,175,000 24,900,000 10,605,000 10,605,000
Chicago 309,340,000 253,340,000 : 412,130,000 250,630,000
St. Louis 47,040,000 20,775,000 34,020,000 23,020,000
Minneapolis 35,695,000 8,695,000 : 49,490,000 46,790,000
Kansas City 47,330,000 30,920,000 30,610,000 27,610,000
Dallas 26,000,000 12,000,000 : 22,170,000 17,170,000
San Francisco 286,665,000 78,965,000 : 227,625,000 113,325,000

TOTALSS5, 208,840,000 $2,700,920,000 b/$6,09¢,015,000 $3,800,815,000 c/

b/Includes $ 308,620,000 noncompetitive tenders from the public.

c/Inc]:udes $144,670,000 noncompetitive tenders from the public.
1/ Equivalent coupon-issue yield.
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FOR RELEASE AFTER 1:00 P.M., EDT, MONDAY, AUGUST 9, 1976

OPENING ADDRESS BY THE HONORABLE EDWIN H. YEOQ, IIT
UNDER SECRETARY OF THE TREASURY FOR MONETARY AFFAIRS
AT THE XII INTERNATIONAL INSURANCE SEMINAR (1976)
FAIRMONT HOTEL, SAN FRANCISCO, CALIFORNIA
MONDAY, AUGUST 9, 1976
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I am delighted to be here today, and thank you for
giving me such a timely topic to address. Without being
overly dramatic, I would argue that-our conduct of macro
policies -- not just in the U.S., but in Japan, the
U.K., Germany, and other major countries, over the
next year or so will play a pivotal role in determining
the course of economic and financial developments for the
rest of the decade.

The policy prescription I am going to present is,
in a nutshell, "take it up carefully, boys'. The need
for extreme care stems from the highly unusual context
in which I and my colleagues at finance ministries and
central banks around the world are operating.

There are several aspects of the economic mileu in
which we are operating that I want to discuss with you
today. I want to begin with developments during the
last few months and their implications for the future
and our perception of the circumstances in which we are
operating. Next, I'd like to move on to a discussion
of medium-term concerns, and put these in their international
context.

The present situation of the U.S., like that of many
other industrial countries, is that the economy is in the

. i o)
transition period from recovery to expansilon. The tw
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major stimuli in the recovery were a surge in consumer
spending as confidence revived -- consumers relaxed
somewhat their high liquidity preferences and some
precautionary balances were run down; and a swing
to restocking of inventories following the violent
decumulation during the previous recession.

The crucial question now is, how do we best ensure
sustained expansion? Specifically, how do we avoid a
repeat of the 1972 - 75 boom-bust sequence on the one
hand, and an early stalling of the adolescent forces of
expansion on the other hand?

The public debate on this issue -- in the U.S., and
also in international fora such as the OECD -- seems to
me to have missed an important point, which I can perhaps
develop best by analyzing some recent developments in the
U.S. economy.

In particular, I want to call your attention to the
recent evidence on consumer behavior -- the available
information we have on what is going on in the heads of
our basic economic unit, the individual.

First, the past three to four months has seen a
stability in retail sales which has occurred, despite
continual growth of both real and money income though to
be sure this has largely reflected sharply increased
employment, rather than increases in income per employed

person.
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This stabilization of retail sales is still puzzling at
this stage of the upturn. There is absolutely no
evidence that consumers' liquidity positions are strained --
as is characteristic of the upper turning point of the
cycle. Quite the contrary, consumers appear to be
relatively liquid and benefitting from a comfortable
relationship between debt service requirements and income
flows. Rather, it appears that this reflects a more basic
feeling of hesitancy on the part of consumers:

-- attitudinal surveys show an erosion in optimism
regarding the outlook starting in late spring and early
summer, and approximate stability since then with perhaps
some firming of attitudes very recently. It would appear
that these attitudes have been manifest in a higher liquidity
preference, a more cautious allocation of income to spending.
The result, in a period of rising incomes has been a higher
saving rate.

These attitudes have also been manifested in a rise in
the labor force participation rate for women, which has taken
an uncharacteristic spurt recently. I say ''uncharacteristic"
because there have historically been two stages in the cycle
when such spurts in participation rates for women occur --
early in the recovery, as word gets around that things are
looking up, that jobs are available; and -- toward the
upper turning point, when accumulation of consumer debt

leads to pressures for additions to household incomes.
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This latest increase, which has gone on for three
months now -- May, June and July -- is distinctly
abnormal.

To me, these two departures from historical experience
are evidence of a basic change in the economic environment.
I think we have not fully realized the amount of scar
tissue the 1972 - 75 boom-bust cycle has left on each
of us as individuals, the individuals who as consumers
ultimately determine the course of the economy. Some
analysts seem to think that assumptions about individuals'
economic behavior that were developed in the 1950's and
early 1960's are as applicable today as they were then.
This in turn assumes that attitudes and behavior have
not been conditioned by the extremities of 1972 - 75. 1In
my judgment, the analysts are wrong; and their policy
prescriptions require close scrutiny as a result. My
assumption is that we have been heavily conditioned by our
recent past, and as a result, our collective economic
and financial behavior may differ from what had been
presumed to be characteristic in earlier years.

(1) Consumers are extremely sensitive to the economic
"outlook'. They translate quickly and forcefully changes
in their perception of prospects into alterations in their
spending/saving behavior. Inflation is viewed as being ''bad”
for business and for themselves. If inflation appears to

be quickening, we as individuals act to guard against the
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the increased possibility of economic adversities resulting
from higher prices;

(2) Expectations of inflation, touched off by
stimulatory actions from growing government budgets and
other excesses cause perverse consumer behavior leading to
less, not more, current consumption spending, with attendant
effects on inventories and orders with cumulative impact
on production and employment.

If T am right, actions by the authorities to stimulate
the economy may be counter-productive, if we as individuals
view them prospectively as "inflationary'. Taking the
argument a step further, if this sort of response mechanism
presently characterizes the economies of the major industrial
countries, we have stood the so'called "Philips Curve' on
its head. Not only is there no certain trade-off between
inflation and unemployment, attempts to expand the economy
may increase unemployment.

(3) The converse of this last point is that if.
consumers conceive that prospects for relative stability
in prices have improved and if income flows are high and
liquidity positions are comfortable, consumer spending
can quicken very appreciably. In my view, this was one
of the factors behind the surge in consumer outlays in
the U.S. in the fourth quarter of 1975 and the first

quarter of 1976. After uncertainty regarding price
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prospects in the summer of 1975 -- a pessimism
stemming from the assumption that economic recovery
automatically meant more inflation -- attitudes changed.
As we moved into the winter the tantalizing prospect of
recovery with less inflation became more tangible and
we as individuals responded by opening up our pocketbooks.

Interrelated with changes in individuals' economic
behavior is the legacy of 1972 - 75 on our capital stock.
As was agreed at the Summit in Puerto Rico, an essential
precondition for sustained, non-inflationary growth,
is a revival of investment -- specifically, fixed private
capital formation.

The reasons for this emphasis on fixed investment
are quite clear:

-- The severity of the recent recession led to
substantially reduced real investment rates, lower
growth rates and the resulting lower growth of productive
capacity in most major countries.

-- Unless this is made up, capacity limits could be
reached at an unusually early stage in the upturn. Although
it is difficult to estimate the margin of unused capacity

with a high degree of accuracy, recent trends suggest that



it may be smaller than earlier estimates suggested.
Capacity utilization in some industries in some
countries is already quite high and there is a clear
danger of the re-emergence of "bottlenecks'" unless
investment in key sectors is strongly increased.

-- In addition, changes in relative input prices
resulting from the exorbitant increase in energy prices
have rendered a portion of existing capital stock
obsolete and may well have raised required capital-
output ratios for the future.

-- The economic and political need to develop
alternative sources of energy, as well as emphasis on
pollution control facilities, will also increase investment
requirements tremendously over the next decade.

-- Finally, the severity of the past inflationary
episode had its own contribution both in terms of total
volume of investment and to the unevenness of capacity
adequacy across industry groups, as a result of its
distortionary effects on resource allocation.

In short, the need to make up for low investment
ratios earlier in the 70's, sectoral pressure on capacity,
technical obsolescence, and the objectives of greater
energy self-sufficiency and pollution control, all

require increasing the share of private capital formation

in GNP.



A recovery of profits from their depressed levels
of recent years will be a necessary pre-condition for
a sustained revival of fixed investment.

-- In the U.S., the share of profits in GNP averaged
7.1% during the period 1970 - 1975, compared with nearly
10% during the decade of the 1960's.

-- A study published in the Bank of England Quarterly

Bulletin indicated a decline in the pre-tax real rate of
return in private fixed capital in the U.K. from roughly
11% in the early 1950's to less than 7% in the 1970's.

One source for the real resources necessary to
realize this goal is the public sector. We need to reduce
public sector deficits, and keep a tight rein on the share
of the public sector in GNP. In addition, there may well
need to be a less rapid growth in consumption than we have
enjoyed in the past.

Both of these policy prescriptions entail some
fairly stark decisions for economic managers.

During most of the postwar period, there has been
enough resources to fulfill expectations (or ratify demands)
for rising real consumption levels, increasing levels of
government services, and to provide the necessary real
investment to keep things moving. In these circumstances,

Mmacroeconomic management could be devoted to guiding the

overall economy through some relatively mild cycles, with



one eye cocked for untoward developments on the international
side.

In present circumstances, there is simply not enough
to go around in the style we all became accustomed to in
the 1960's. Real consumption cannot regain past growth
trends, and government services cannot command an increasing
share of GNP, without squeezing private investment. In
turn, squeezing investment will mean a lower growth rate
in the future and at some point, an absolute decline in
material well-being.

Close beneath the surface is the debate which has
been bubbling along for several years: between those who
believe that the traditional macro tools of monetary and
fiscal policy are still sufficient to guide the course
of the economy; and those who believe that some sort of
"incomes policy'" is necessary to prevent inflation in a
squabble over income shares.

I want to be very clear -- "incomes policies" are
not suitable to the U.S. economy. I was flatly opposed
to our own experiment with wage/price controls at the
time they were imposed. They do not look any better in
retrospect.

On the other hand, I think that we need to intensify
our efforts to widen the forum and stimulate formation
of a consensus on economic policy. This, after all, is

an integral part of the democratic process and includes
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not only general agreement on the goals of policy, but
also an understanding of the economic realities as they
affect both policy choices and the goals themselves.

I believe that the German system of concerted
action among representatives of government, business,
and labor has major elements of this. I have been
impressed by the reported candor and cooperative spirit
of these regularly scheduled meetings, particularly the
demonstrated ability of the concerted action framework
to produce a broad consensus on the underlying economic
situation and to identify priority policy goals. 1In the
process, the government retains the ability to use the
basic tools of economic management. Such a mechanism
does not prevent the applications of such fiscal and
monetary policies as may be required to keep the economy
on an even keel.

I want to keep before you the sharp distinction
between this sort of dialogue and "incomes policy,"
which I understand as a process of reaching agreement

on how the economic pie is shared.
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At the extreme, this latter involves detailed, formal
economic planning -- so much for wages, so much for profits.
A more limited form is wage and pPrice controls. Perhaps
I need not reiterate the degree of our dissatisfaction with
our fairly recent experiment along these lines. "Disaster"
would be a somewhat mild characterization; it could be pre-
faced with "unmitigated" for those who like their salad
well-dressed.

There is an economic maxim that, for best results,
the economy policymaker should have as many policy instru-
ments as he has economic targets. Looked at another way,
there is an argument for specialization and division of
labor in economic policymaking. That is, let market forces
do the things they do best -- allocate resources. And let
macropolicies operate in their most efficient manner, again,
via market forces.

If the resulting distribution of income or wealth is
not acceptable on social or ethical grounds, there are
tried and truemethods of reducing inequities, notably via
the system of transfer payments characteristic of virtually
all advanced societies. New policy tools, notably the
hNegative income tax, have been suggested. The important
thing is toavoid altering the basic thrust or nature of
demand management policy. They do, of course, interact --

€.9., taxation can, and in this country and many others, does

affect incentives to save and invest.
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The point here is that we are in a situation where,
even with extremely skillful management of our economic
policies, we will have to accept a lower rate of growth
of consumption -- both public and private -- than we
have accustomed ourselves to expect. The policymakers'
job is quite hard enough without hamstringing our most
powerful and effective economic policy tools -- monetary
and fiscal measures.

The policy prescription is two-fold:

(1) Develop and maintain a clear view of the
economic realities -- goals, policies, constraints;

(2) Let market forces help, rather than fruitlessly
try to thwart them by such devics as indexing and wage/
price controls.

Let's not kid ourselves -- our options are very
limited. Unless my analysis up to now is far off the
mark, we must face up to the basic facts of life, and
shape both the dialogue and our policies accordingly.

We will do no one a service -- quite the contrary --
by such exercises in wishful thinking as the so-called
"Humphrey-Hawkins" bill. Much as I would like to be able

to say, "Yes, Virginia, there is a Santa Claus," there



13

really is no alternative to "take it up carefully, boys'".
This applies to the so-called LDC's, as well as to the
industrial countries we have been focussing on so far.

As you no doubt are aware, the LDC's have had a
double-barreled blow to their trade balances --
export earnings fell with the slump in the industrial
countries, while import payments ballooned as a result
of the OPEC action raising oil prices. In the short
run, these countries sought to mitigate the effects
of these events on their development programs by
borrowing very large sums abroad. A sustained
expansion in the industrial countries is a prerequisite
if they are to be able to absorb this debt, and accommodate
additional debt, with a growing stream of export earnings.
At the same time, however, the LDC's must '"take it up easy"
themselves ~- they must pursue appropriate domestic policies
to ensure that consumption does not grow so rapidly as
to crowd out investment or outstrip earnings, thus simultaneously
increasing indebtedness while eroding the ability to service
debt.

Finally, I want to say a word about the international
monetary context in which all of this takes place.

This forum, and its international list of participants

and subjects for discussion, attests to the increasingly
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interdependent world in which we live. That interdependence

has very basic implications for macro management in each
and every one of our countries; namely, that it is no
longer possible -- if indeed it ever was -- to impose
stability on the world economy from without,

The last attempt to impose stability externally --
Bretton Woods -- gasped its last in early 1973, with
the advent of widespread, albeit "managed, " floating of
currencies. This demise has been formally recognized,
and the framework for a new international economic
system established, at Rambouillet and Jamaica, The
essence of this new dispensation is its recognition
that stability must come from within -- as a result of
appropriate domestic policies, not some sort of
international Procrustes Bed.

However, old ideas die hard. Despite the failure
of Bretton Woods, under much less severe strain than
the events of the last few years have put on the
international economy, we still see periodic efforts to
restore Bretton Woods-style parity relationships, with
all the attendant paraphernalia of massive intervention,

swaps, stiff-upper-lip statements which no one believes,

etc,
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What these attempts to turn back the clock represent
is really an attempt to repeal the law of supply and
demand -- a failure to fully understand the power of
market forces.

After all, the increasing economic interdependence
we.all talk about is really nothing more than the
increasing degree of participation in the international
economy. We do so for the old, tried, and true reasons
summed up in the terms 'comparative advantage", "gains
from trade', etc. Increasingly, international
specialization and division of labor have come to
involve flows of capital as well as of goods. It is
this development more than anything which perhaps brought

exchange
fixed/rates down. The benefits we gain from this process
of increased international specialization are such that
very few would propose reversing the process. However,
if the gains from the process are to be maximized,
market forces must do their work both at home and abroad.
The international adjustment process must work -- which
means appropriate signals being quickly transmitted among
the various economic factors. This means?iﬁzgmarket
mechanism ~- it means no artificial international straight-

jacket. It also means that there is no conflict between

policies for domestic and international stability -- both

are the same.
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Despite these lessons of the past several years --
which seem quite clear and obvious to me -- we still
have a number of snake 0il salesmen around hawking
something called "exchange rate stability" as a criterion o<
"true monetary reform".

In rebuttal, I would simply like to point to
the record. Where there has been a reasonable degree
of what I call "empathy'" between domestic economic
developments in various countries, the rates of
exchange of their currencies have tended to
remain fairly stable. When wide divergence in economic
performances have appeared, the exchange rates have also
diverged. When evidence of economic mismanagement
or lack of control emerges, the market reacts accordingly.

Thus, 'take it up easy, boys" is also the
prescription for stability in the international economy.
It is the only way we can have sustained, noninflationary
expansion in the world economy, without disruptive
divergence in performance, with resultant disturbances

in exchange and capital markets.

o0o



For Release 10:00 a.m. Tuesday, August 10, 1976

WHY NOT TRY THE TRUTH?

A REPUBLICAN'S CALL FOR A SERIOUS PARTY PLATFORM

By William E. Simon

"Political campaigns," James Harvey Robinson complained
in 1937, "are designedly made into emotional orgies which
endeavor to distract attention from the real issues involved,
and they actually paralyze what slight powers of cerebration
man can normally muster." Methods and results have not
changed since then. The modern presidential race, from its
kick-off in New Hampshire to its ceremonial culmination in
Washington on Inauguration Day, is one long media carnival
of color, charisma, sound, fury, and only an occasional
stray fact.

The trend to vagueness in American politics has been
building for many years and the major casualty has been the
party platform as a significant statement of issues. 1In a
country where presidential elections and the national
destiny were once decided on the basis of platform issues
(the organization of the economic system, the national
banking system, tariffs, slavery and the fate of the Union
itself, to name a few) most recent party platforms have been
studies in political silly putty -- soft, shapeless heaps of
meaningless rhetoric larded with impossible promises and
intended to be all things to all people.

This is particularly true of the current Democratic
Party Platform which has been made as elastic and amorphous
as possible. What a sad comedown for the party of Harry
Truman, who wrote in his memoirs that, "To me, party platforms
are contracts with the people." Today, they are not so much
contracts as long strings of eloquent loopholes. Nor have )
Republican Party Platforms been any more effective in communicating
the substance of issues to the American electorate. The
recent tendency has been for both candidates and parties to
try to '"out vague" each other, thereby hoping to capture
most of the middle ground and a generous share of both
fringes. There have been times when this tactic has worked.
I believe, however, that it would be a fatal mistake for the
GOP to pursue this strategy in 1976.

The only way for the Republican Party to emerge from
the threat of permanent underdog status is to take a clear

WS-1021
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stand on the crucial issues that our natural constituency --
and all Americans -- can understand and support. Instead of
merely creating a variation of the other party's program OT

once again simply repeating everything we are opposed to, I

believe we can cut through the formless Democratic claims by
adopting a clear, hard-hitting platform.

Abraham Lincoln, the first Republican President,

said: "I have faith in the people ... The danger is in
their being misled. Let them know the truth and the country
is safe." It is high time we adhered to this maxim of

Lincoln's and appealed to the basic good sense and hunger
for the truth that most Americans share.

The alternative is to limp out of a potentially bitter
convention battle with a watered-down imitation of the
Democratic Platform and the unappealing prospect of having
to out-charm and out-obfuscate an effective opponent.

For the grim statistics are inescapable -- from an
almost even split with the Democrates in the early 1940's,
the national political balance has tilted to the point
where, in George Gallop's latest (May 1976) measuring of
party identification, Democrats outnumber Republicans by
more than 2 to 1 (46% to 22% with th€ remaining 32% independent).
And Governor Carter's appeal as a native son threatens to
deeply erode the Democratic crossover vote in the South that
helped the GOP to capture the White House in both 1968 and
1972. Add to this the fact that Republican strength in the
Senate, the House, State legislatures and governors' mansions
is at its lowest ebb since the election failure of 1964 and
it becomes clear that this is not the time for the writing
of an insipid campaign platform because such a political
"business-as-usual' approach would only perpetuate the more
than a generation of Republican decline.

Since the Great Depression, the GOP has elected only
two Presidents. One of them, Dwight Eisenhower, was perceived
by most of the public as an apolitical war hero; the other,
Richard Nixon, was narrowly elected in 1968 on a wave of
public revulsion at the mishandled Vietnam War, domestic
violence and chaos, and the broken promises of the New
Frontier and the Great Society. Furthermore, 1968 was far
from a total victory -- the narrow election of a Republican
President was offset by the election of Democratic majorities
in both houses of the Congress. The country clearly wanted
a breathing spell after eight frenetic and disillusioning
years of Democratic Presidents. But the GOP itself did not
capture the imaginations or sympathies of most voters. A
majority cast their ballots for either Hubert Humphrey or
George Wallace for the Presidency and they continued to
favor Democratic House and Senate candidates.
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Things moved a step closer to a new Republican consensus
in 1972. But there, too, Democratic folly -- in this case
the party's temporary capture by George McGovern's New Left
disciples -- may have had as much to do with the outcome as
Republican efforts. The Administration's popular foreign
policy initiatives and its other positive domestic achievements
deserve a large part of the credit for the Republican
victory in 1972, but it only reached landslide proportions
because millions of Democrats and Independents feared and
distrusted what they perceived to be the dangerous and
foolish radicalism of McGovern positons on everything from
foreign policy to expanded social programs. However,
despite the one-sided Presidential returns, the same voters
returned strong Democratic majorities in both the Senate and
the House of Representatives.

Throughout the first term of the Republican Administratirn,
the President found it necessary to trade off many domestic
Republican policies and goals in order to carry out his
foreign policy. Given the composition of the Congress,
compromise was perhaps inevitable, but it led to the disillusionment
of many conservative supporters, Republican, Democratic and
Independent alike, who saw government spending and the
national debt continue to escalate and government programs,
icgulations and red tape continue to proliferate. The
overall domestic track record was a striking case of what
columnist Pat Buchanan has called "Conservative Votes,

Liberal Victories." As he points out in his recent book of
the same title:

"...looking back at the budget, economic and
social policies of the Republican years, it
would not be unfair to conclude that the
political verdict of 1968 had brought
reaffirmation, rather than repudiation, of
Great Society liberalism."

The Republican Record

In early 1973, before his administration began to
wither as a result of the Watergate crisis, President Nixon
pPut a great deal of effort into reshaping domestic policy.
His State of the Union Address, and the detailed proposals
that followed it, were true to genuine Republican principles.
Bolstered by his election landslide, the President launched
an all-out "Battle of the Budget" intended as the first
Stage in a long series of domestic Republican initiatives
that would cut back the runaway growth of big governmept.and
restore the Nation to fiscal stability. But this promising
beginning of a policy geared to what conservative political
analysts like Kevin Phillips had heralded as an "Emerging
Republican Majority" went up in smoke.
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By mid-1974 the culmination of a decade of economic
policy errors by the Executive Office and Congress and the
external shocks of severe 0il and food price changes had
created the worst recession in forty years in the U.S.
economy. When Gerald Ford became President in August the
economic outlook was bleak; the output of goods and services
was falling rapidly; inflation had risen to extraordinary
double-digit levels; employment opportunities had stagnated
and the unemployment rate was beginning to rise; housing,
personal spending and business capital investment were all
deteriorating; the international economy was in disarray as
the negative effects of unprecedented 0il and food price
changes contributed to the growing recession pressures; and
a widespread collapse of confidence occurred.

The President immediately committed his full attention
to restoring economic stability. The Economic Policy Board
was created and assigned the task of designing policies that
would control the extraordinary inflation pressures and
restore economic growth to reduce unemployment. A sense of
discipline was returned to government spending decisions and
the President's recommendations were backed up by vetoes
which the mood of the people forced Congress to sustain. A
well-timed package of tax relief was proposed by the President
and eventually passed by Congress. Support for responsible
monetary policies was given to maintain the important independent
role of the Federal Reserve System. Most important, the
Administration resisted the strident calls for massive new
spending programs, double-digit money supply growth rates, a
return to wage and price controls and the appeals of numerous
special interest groups pleading for unique treatment. This
courageous course was severely criticized by our opponents
who insisted that the country was on the verge of an economic
collapse. But the wisdom of our policies is now demonstrated
by the actions of these same critics who now claim credit
for the results of our policies.

The important point is that responsible fiscal and
monetary policies were adopted at the right time and then
sustained. The results are clear: the U.S. economy is now
well into the second year of a strong and balanced recovery
that has spread throughout the entire system; inflation is
now less than one half the level that existed when the
policy changes were made; employment has increased approximately
3-1/2 million persons and the unemployment rate has declined;
and international monetary and trade conditions have improved
significantly. This is not to say that our problems are
over -- that is merely idle rhetoric. Inflation pressures
are still intense; unemployment is far too high; Federal
spending continues to rise too rapidly; and specific internationa
trade and investment problems persist. But the irrefutable
evidence is that responsible fiscal and monetary polices are
moving us in the right direction and confidence in the U.S.
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economy at home and abroad has been restored. While this
strong recovery may be taken for granted by some, I believe
it is the direct result of the positive actions taken by
President Ford and the explicit avoidance of the discredited
policies of the past that our critics so strongly urged us
to adopt. We now have the best prospects for sustained
economic progress that have existed for many years. What
actually happens will, of course, depend on current policy
decisions which, in turn, will be shaped by our Republican
Party Platform decisions and the November elections.

It is to President Ford's great credit that, despite
the sweeping Democratic gains in the 1974 Congressional
elections, he has successfully rallied the Republican
minority in the Congress and used the power of the veto to
fight inflation and recession and lead America to a healthy,
balanced economic recovery. If all the massive spending
measures advocated by the Democratic majority in the past
two years had become law, we would today be on our way to an
accelerating rate of inflation followed by a deeper recession.
Nevertheless, the Democratic Party Platform is based on the
same discredited policies of spend-spend, elect-elect,
inflation, controls, bigger and bigger government syndrome
that has been at the very root of our economic problems
during the postwar period, especially the past ten years,
and still remains alive and well in Washington today.

This platform should really be called "Promises Promises
Promises," for just like Santa Claus, and like all the
platforms from years past, it has something for everybody.
The trouble is, playing Santa with the taxpayer's money
dispenses neither good will nor integrity. The only thing
it does dispense is pure hypocrisy.

There has been a lot of talk this year about politicians
who don't keep their promises, who have lost the trust of
the American people, and who have forgotten the meaning of
the simple word, integrity. Yet even though our opponents
are using all those key words, it's clear to me from studying

their platform that a genuine committment to reality is
lacking.

Take a look at the platform and see what it calls for:
Guaranteed jobs for all at government expense;
national economic planning;

national day care systems;

a mandatory national health system;

a phased-in federal takeover of welfare;

entirely new programs for transportation; o

new public needs employment programs for the cities;

substantially increased federal payments to education;
countercyclical aid to state and local governments;
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more federal subsidies for public housing;

higher commodity prices for farmers, yet lower food
prices for consumers. And then to top it all off, we're
promised a balanced budget. Isn't it wonderful? There's
more money for literally everything that lives and breathes.
But what it all adds up to is bigger and bigger government,
higher and higher inflation, and eventually more unemployment
and greater economic instability.

And in all of this, mind you, not a word about who
would pay for all these programs or even how much they would
cost. Well they do cost, and they're going to cost a lot,
because there is no such thing as a "free" lunch or "free"
education, or free" health care. In fact there is no free
anything.

The 1976 Democratic Platform might well add another
$200 billion in annual government spending and could, if
implemented, create serious and protracted economic problems.
The costs in the Platform could amount to nearly $1000 in
new federal spending for every man, woman and child in the
United States and would create real risks of a return to
double-digit inflation which would rapidly erode the savings,
earnings and economic security of all Americans. Hardest
hit of all would be low-income Americans and those who, like
many of our senior citizens, live on fixed incomes.

In addition to a vastly expanded spending program the
Democratic Platform calls for more credit at "favorable"
terms to 'needy" groups, and a much closer '"coordination" of
Federal Reserve credit policies with the objectives of the
Congress and the President. No matter how rationalized,
these monetary proposals are nothing more than a veiled call
for more money creation and for greater government influence
in the credit allocation process. And to those who would
be so liberal in spending other people's money and who are
fond of quoting from the economist John Maynard Keynes, I
suggest to them that they not forget a very critical passage
in the book by Lord Keynes on the Versailles peace conference:
"Lenin is said to have declared that the very best way to
destroy the Capitalist System was to debauch the currency

Lenin was certainly right. There is no subtler, no
surer means of overturning the existing basis of society
than to debauch the currency. The process engages all the
hidden forces of economic law on the side of destruction,
and does it in a manner which not one in a million is able
to diagnose."

If we remove the last vestige of independence from the
Federal Reserve, we will be encouraging the politicians to
print more money as soon as any economic difficulty appears.
The moment the politicians get their hands on the mechanism
of the money supply is the moment when you begin to destroy
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the economy and the society. At that moment they can pay
for everything and account to no one. Just think of where
we would be today if we had acquiesced to the persistent
calls last year for double-digit growth in the money supply.

The fallacy of this irresponsible fiscal and monetary
approach is clearly demonstrated by the record of economic
performance. In the mid-1960's the United States began an
unfortunate series of economic booms and recessions: serious
overheating of the economy created severe price pressures;
accelerating inflation caused recessions by restricting
housing construction, personal spending and business investment;
the recessions created unwanted unemployment which wasted
resources and caused personal suffering; rising unemployment
too often triggered fiscal and monetary policies setting off
another round of excessive stimulus leading once again to
overheating -- inflation -- recession -- unemployment and
eéven more government intervention.

One reason we have had so much instability is the
excessive stimulus provided by government fiscal policies,
For many years political leaders have tried to convince the
electorate that a central government can identify, solve and
pay for the problems of society -- right now. 1In Fiscal
iear 1966 Federal outlays totaled $135 billion; by Fiscal
Year 1974 expenditures had doubled to a level of $268 billion.
During the next two fiscal years -- 1974 to 1976 -- Federal
spending increased 36 percent to a level of $365 billion.
Another large increase will occur in Fiscal Year 1977,
particularly if the President's recommendations aré rejected

and the Congressional target of $413 billion is actually
fulfilled.

The government is now growing much faster than our
ability or willingness to pay for it. The Federal Government
will have reported a deficit in sixteen of the past seventeen
fiscal years -- or thirty-nine of the last forty-seven -- at
yearend Fiscal Year 1977, During the single decade of
Fiscal Year 1968 through Fiscal Year 1977, the cumulative
Federal deficits will total approximately $250 billion.

In addition, net borrowings to support over one hundred
"off-budget" programs, not even included in the Federal
budget, will total at least another $230 billion. That
means that Federal demands on the financial markets will
total almost one-half of a trillion dollars in a single
decade. The reality of these chronic Federal deficits must
be compared with the consensus view that the budget must be
balanced over time if we are to achieve the levels of
capital investment considered necessary to return to and
sustain full employment. The strong underlying growth
trends in the U.S. economy will provide for economic progress
but the basic challenge of allocating total resources is
becoming even more difficult.
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Every independent study that has been done clearly
points to the need for a higher share of our GNP to be used
for investment if we are to find productive jobs for all who
want to work. There is no way to accomplish this if the
Federal Government does not eliminate its deficits and thus
its demands on financial markets. The need to restrain
excessive Federal spending is based on the economic fact
that savings must be available to finance the needed investment
as well as to contain the inflation. This is the only way
to create stable conditions that will make the current
expansion long lasting.

It doesn't take a Ph.D. in economics to realize that
the Federal Government has become the nation's biggest
single employer, its biggest consumer, its biggest borrower,
and also the biggest source of inflation in the United
States economy. A Democratic Congress in cooperation with
a Democratic President like Governor Carter, who has already
committed himself to massive new spending programs including
a compulsory national health plan, the Humphrey-Hawkins bill
guaranteeing a job for every American at government expense
if necessary, massive Federal aid to the cities, and a
nationwide system of child care centers, would inevitably
follow this economic game plan -- which is a blueprint for
disaster.

Yet here we are, only a few months away from the 1976
elections and, despite the contrast between President
Ford's performance and an abysmal Democratic legislative
record, that party is heavily favored in the polls to hold
its strong majorities in the House and Senate and to recapture
the White House. Meanwhile, President Ford and Governor
Reagan are engaged in a down-to-the-wire battle for the GOP
nomination. And once that decision is made -- and regardless
of its outcome -- the Republican Party will have to face the
most unified Democratic Presidential effort mounted since
the days of Franklin D. Roosevelt.

.THE NEED TO SHARPEN THE REPUBLICAN IMAGE

How did we reach this point? '"The trouble with the
Republican Party,'" as Woodrow Wilson once observed, "is that
it has not had a new idea for 30 years. I am not speaking
as a politician," he added. "I am speaking as a historian."
Well, it has been another 51 years since Woodrow Wilson made
his observation and I am afraid it still holds true, at
least in the minds of a growing number of voters.

As far as they are concerned, the Republican Party,
except for its good record in avoiding wars (only a potent
issue while the guns are still smoking), stands for very
little indeed. It isn't so much that the average voter
thinks the GOP is too conservative or needs more "bleeding
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hearts'; the problem is that he thinks we ignore, do not
relate, and are irrelevant to, the average Américan, who,
ironically, is still a pretty conservative, very commonsense
fellow. Too many voters see the GOP not as a party, but as
a narrow, vested interest -- a barely disguised front for
big corporations, bankers and the Chamber of Commerce.
Unfortunately this misconception is as potent as it is
false.

By contrast, since the 1930's the Democratic Party has
managed to hold the loyalties of millions of blue collar
workers, liberal elitists and regional, ethnic and racial
minorities who bury their individual differences to coexist
under the Democratic umbrella when the time comes to vote.
The GOP has been unable to coalesce an equally potent,
cross-class, inter-regional appeal over the same time
period. Even our traditional base constituency of skilled
workers, farmers, white collar workers and business and

professional people -- the expanded American middle class
that covers such a broad social and economic share of our
population -- has been severely shaken by Watérgate and our

failure (due in large measure to overwhélming Democratic
Congressional opposition) to fully match our domestic policy
to our political rhetoric during eight years in the White
House. 1In addition, looking further down the road, more and
wore of the sohs and daughters of this potential Republican
power base are demonstrating their lack of faith in either
party by registering as Independents.

But more immediately to the point, the GOP has not done
a very good job of serving this natural Republican constituency.
As Senator Bill Brock of Tennessee recently put it,

"There is much frustration in our natural

base -- the small businessman who is being
driven crazy by bureaucracy and regulation ...
lots of them are saying it doesn't matter
who's in charge in Washington; no one can

stop it. We've failed to pay attention to
older Americans, to the suburbs, to the

urban communities. By accident or design,
we're driving people away from participation."”

~ What will it take to turn the party -- and its potential
majority constituency -- away from the road to political
extinction? It will require more than an attractive candidate.
It will require a commonsense appeal to the American voters --
a platform that is a genuine contract with the people and a
commitment to more than vague good intentions. We need to

spell out, in plain language, what we stand for and what we
believe in.
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THE REPUBLICAN PHILOSOPHY

Where should we stake out our ideological ground? To
begin, we believe in the maximum possible individual freedom
and the minimum possible degree of government interference
in the lives of our people. We recognize that many of the
social programs created in recent years are necessary and
will continue although the cumbersome and costly delivery
system needs to be greatly improved. But there is no reason
why America, under effective Republican leadership, cannot
develop a conservative form of compassionate government
which meets basic human needs with an emphasis on individual
freedom of choice and a heavy reliance on the productivity
and economic vitality of our free enterprise system rather
than massive government planning, control and taxation.

We have reached the point where most Americans expect
some form of government action to help them cope with
problems like old age, illness and unemployment. But that
does not mean that the growth of massive government programs
should follow from such a commitment.

Instead of trying to do a little less, a little later
than the Democrats, we must have a positive program of our
own. It does not have to be complicated to be effective.
But it does require an underlying commitment and compassion
for those who genuinely need help. The periodic distortions
of the economy by excessive government spending and exaggerated
growth in the money supply is unwise -- not compassionate.
In fact, the very people who are supposed to be helped by
such action are usually the ones most hurt by the economic
problems created.

Some observers call this message negative and hard-
‘hearted. These so-called compassionate people say we are
callous and unsympathetic to be against massive new spending,
to be against huge deficits, and to be against the government
running our lives. I am sorry, but I respectfully disagree.

There is no such thing as true compassion without
responsibility; to show true concern, we must take into
account not only the short-term effects of our actions but
the long-term as well. The suggestions that we simply spend
and spend are precisely those which have, over the years,
hurt the poor and the disadvantaged the most. It would be a
grave injustice to the people of this Nation, and especially
to those who deserve a helping hand, to continue down the
path when we know from experience that the short-term prosperity
we buy now will be followed by years of even greater hardship
and suffering tomorrow. It is time in these United States
to put our economy back on a sound, steady footing so that
people may have lasting jobs and lasting hope for the future.
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Dc we want more freedom of choice and more freedom of
individual action? Or do we want to see the economic
freedoms and all the other individual freedoms we hold so
dear gradually erode under more and more government éencroachments
on our lives? That is the crucial decision behind the
rhetoric and personalities of this election year. And the
choice we make will affect not only our own futures, and our
children's, but the future of our country as America embarks
on its third century as the hope and inspiration of free
people everywhere.

The commitment to a positive program should be linked
to five explicit policy goals:

* Prosperity and economic growth through encouragement
of the private sector that provides five of every six
jobs in America and generates the abundance that pays
for government as well.

* Skillful management of economic affairs by creating
an environment of sustained, non-inflationary growth
which will benefit every man, woman and child in our
country.

* Reducing the growth of runaway government which more
and more Americans recognize as the biggest single
domestic problem facing our country today.

* Lowering the level of taxation in America. Taxes are
too high for almost everyone. We must reduce the
overall level of taxation so that our vital economy
and society are spared the deterioration we have seen
in other societies where the state has consumed an
ever larger part of the national product.

* Government leaders should pay less attention to
special interests and more to the general interest by
emphasizing national economic priorities in developing
legislation.

In general, these priorities involve an integrated set
of goals involving improving the real standard-of-1living,
maximizing employment opportunities, stabilizing prices and
maintaining a free and open international trade and investment
system. But these general goals must be converted into
specific economic policies. For example, if we are going to
create the kind of jobs that will keep people permanently
employed, that will meet the needs of a growing labor force
and that will reduce our inflation by expanding our output
of goods and services, then we must equip our workers with
new and efficient plant, machinery, and tools. These o
capital needs of the future are staggering, about $4-1/2 trillion
in the next decade -- or about three times as much as we
spent in the last decade.
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Savings are the source of this needed capital. But
savings are currently being drained by excessive government
deficits. Resources absorbed by government for its spending
today cannot simultaneously be invested in expanded plant
and machinery to employ more people tomorrow. We cannot
have both bigger government and a healthy expanding private
sector as our opponents would have us believe. Governments
don't create wealth -- people do. We cannot continue to
transfer each year an increasing percentage of our national
wealth from the most productive to the least productive
sector of our economy without endangering our economic
future.

If we're really sincere about providing more productive
and lasting jobs for our economy we will only succeed by
strengthening our free enterprise system. Many areas would
be affected, but two would be particularly affected, taxes
and welfare. The goal for both would be the same: equity,
efficiency and simplicity.

~As they are now constituted, America's tax and welfare
systems are a national disgrace. Our complex, contradictory
and inequitable tax laws are a boondoggle for lawyers and
accountants and sheer hell for everyone else. Successive
Democratic Congresses have tinkered with tax legislation to
curry favor with pressure groups, court temporary popularity
at election time, and generally wreak havoc with the economy.
The result has been economic instability and taxpayer
distrust and frustration. It is time to restructure the tax
system to provide more equity and tax relief for every
American taxpayer.

Our welfare system has been equally disastrous, both
socially and economically. It degrades millions of our
citizens; it wastes billions of dollars through inefficiency
and duplication of effort; and it offers welfare recipients
little or no encouragement to build meaningful, productive
lives for themselves and their families. The Administration
has done its best to improve the operation of the welfare
system through administrative rulings but basic reform
requires a comprehensive revison of the existing maze of
individual programs. This reform should include rigorous
work requirements for those able to work and incentives to
allow marginal earners to seek employment or stay on the job
while receiving needed assistance.

A sound Republican platform could also harness private
sector know-how to replace cumbersome and wasteful government
programs in the area of job training, especially for minorities
and the underprivileged. Let me give you one striking
example of how a few highly motivated community leaders with
a sound understanding of private sector job requirements
began an organization that has since helped hundreds of
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thousands of potential welfare recipients to become productive
members of Society. 1In 1964 Reverend Leon H. Sullivan, a
black pastor and civic leadét, founded the first Opportunity
Industrialization Center in an abandoned jailhouse in a high
crime section of North Philadelphia. His aim was as simple

as it was important -- to avoid bureaucratic red tape and
waste, and to provide relevant job training and placement

with maximum efficiency at a minimum cost.

The success of Reverend Sullivan's program was such
that there are now local OIC affiliates in every part of the
country. And between 1964 and 1975 the program trained
353 thousand men and women and placed 250 thousand in jobs
with an impressive 85% retention rate. These OIC-trained
and placed workers earned nearly $5 billion during the same
period, paid $600 million in Federal taxes and saved the
taxpayer $1.5 billion in potential welfare payments.

OIC is not now and never should become a political
football. But it is the kind of effective, private sector-
oriented approach to job training and underprivileged
minorities that a Republican Platform should espouse in
place of multi-billion dollar Democratic proposals for
federal employment boondoggles.

Another area rich in potential for a solid Republican
Platform is the whole range of Federal deregulation. Year
after year the Federal regulatory bureaucracy, with a will
and a life of its own, and with the support of a wide range
of special economic and political interest groups, has grown
like toadstools after a heavy rain. Today the Federal
regulatory apparatus employs an army of 100 thousand people
and costs the private sector (ultimately, the American
consumer) $40 billion a year just to fill out forms.

President Ford has worked long and hard for regulatory
reform despite Congressional opposition. A serious Republican
Platform should carry on this work and call for an across
the board cost-benefit analysis of all Federal regulatory
agencies to determine which ones provide needed services to
the public which justify their costs. Those that do not
should be abolished for the sake of consumers, businessmen,
employees and taxpayers.

Deregulation is only one of many 'sleeper" issues that
could rally support from millions of Americans -- but only
as part of a clearly enunciated Republican Platform.

OFhﬁr platform planks should deal forcefully and directly
with:

* Congressional Reform: Major surgery is required to
correct the inefficient and all-too-often obstructionist
system of Congressional operations that has built up
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under the Democratic Congressional power monopoly of
more than a generation. The platform should also
provide for the closest possible coordination and
cooperation between GOP Presidential and Congressional
candidates. No matter what initiatives to achieve
economic goals are made by the President the actual
legislation -- including the control of spending --
requires a responsive Congress. Winning the White
House without making substantial gains in the Congress
would be a hollow victory at best; an effective
Republican President can only excel with strong
Republican Congressional support on the legislative
front.

A Thorough Study of Federal/State/Local Relationships:
Because of the vast changes in government, society
and the economy, and because of the complex variety
of legislative and administrative measures that are
now a part of government at all levels, a thorough
examination of the relationship between the three
layers of government is now long overdue. The
findings would make it possible to tailor future
legislation and planning to reality rather than
rhetoric, and would clearly re-define limits and
distinctions that have become blurred by sloppy
legislation and ambiguous court rulings.

Automatic Phaseout of Redundant Government Programs
and Personnel: Most Federal programs should have an
automatic phaseout date and face automatic elimination,
like Federal regulatory agencies, unless their extended
existence can be justified on a regular, periodic
basis. The burden of proof should lie with the
programs and bureaucrats who soak up billions of
dollars in revenues, not with the taxpayers who foot
the bill.

Renewed Emphasis on the Private Sector as the Basic
Source of Economic Productivity and Creativity:

Despite the demonstrated superiority of the free
enterprise system there has been an ominous trend

toward greater government control and even ownership

in some cases. Specific examples include the unfortunate
experience with wage and price controls in the early
1970's, repeated efforts to control the allocation of
capital through legislation, the arbitrary establishment
of numerous environmental standards before necessary
cost/benefit studies are prepared, and the genersal
spread of restrictive regulations. In a more general
sense, legislation has been proposed to increase

central government planning for the allocation of
resources in the entire economy. The Republican

Party Platform should categorically reject these
counterproductive measures.
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* Maintenance of a Free and Open World Trade and
Investment System. Considerable success has beeh
achieved on internatibnal monetary reform and multilateral
negotiations for improving the framework of trade.
The United States will continue in its efforts
to create a free and open trade and investment system.

Reforms like these must be made if America is to
survive as a free and prosperous nation and fulfill its
leadership role in the world community. All of thém directly
address the issue that is fast becoming the main public
concern of our times -- the accelerating growth of big
government and the resultant loss of personal and economic
freedom. The Democratic Party Platform would result in the
explosive growth of big government in America. We should
stress that the Republican Party favors allowing the American
people to keep more of their own money to spend as they
please, whereas the Democratic Party would have the Federal
Government spend the people's money for them. This is the
real choice between the Democratic and Republican Party
Platforms. The Republican approach is to emphasize the
individual. The Democratic approach is to emphasize bigger
government. A few Democratic Party leaders pay half-hearted
lip service to the idea of dismantling their own monster.
But, like Doctor Frankenstein, their hearts really aren't in
it; it's their baby and their political status quo. Governor
Carter, who originally preached so effectively against
Washington and big government is evidently prepared to
enlarge their domain significantly.

Only a united, revitalized Republican Party, running on
a detailed, well thought-out and clearly enunciated platform,
can achieve the kind of political and economic reform our
country needs and our people want. But time is running out.
The national elections in November may be the last opportunity
our party will have to stem the tide of big government and
thinly-disguised state socialism as practiced -- if not
preached -- by the Democratic Party.

"Those who won our independence," wrote Justice Louis
Brandeis, "believed that the final end of the State was to
make men free to develop their faculties ... They valued
liberty both as an end and as a means. They believed liberty

to be the secret of happiness and courage to be the secret
of liberty."

) What the Republican Party needs today is the courage of
1ts convictions -- a renewed belief in the fundamental
truths of liberty that the Party of Lincoln embodies, along
with the guts and vision to take the truth to the people.

We can only succeed if we act as statesmen instead of
politicians, if we build and expound a platform of programs
instead of platitudes and offer serious ideas and practical
Policies based on common sense and common decency.
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Is the Republican Party finished? An awful lot of
people seem to think so. But, if we are failing, it is
because, in a very real sense, we have not yet begun to
fight. For unless we enunciate and battle for our principles,
we cannot reasonably expect the American people to give us
the mandate we need to govern effectively.

And whether we succeed or fail, much more is at stake
than just the future of our party. The issues have never
been more clearly explicit; we must keep them from getting
buried in the superficialities of a political campaign.
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FOR IMMEDIATE RELEASE August 10, 1976

SUMMARY OF LENDING ACTIVITY
July 16 - July 30, 1976
Federal Financing Bank lending activity for the period
July 16 through July 30, 1976, was announced as follows by
Roland H. Cook, Secretary:

The Federal Financing Bank made the following loans to
the Tennessee Valley Authority:

Date Amount Maturit Interest Rate
7716 $ 55,000,000 1072977% 5.338%
7/30 160,000,000 10/29/76 5.395%

The proceeds of the loans were used to repay $135 million in
notes with the Bank and to raise additional funds.

On July 16, the Bank purchased from the Secretary of the
Treasury the following New York City loans made under the New
York City Seasonal Financing Act of 1975:

Face Interest Final FFB Rate
Note Amount Amount Rate Maturity of Return
(millions)
9 $150,954,962.42 $150 7.02% 4/20/77 6.145%
10 201,403,013.74 200 7.10% 5/20/77 6.225%

The notes were purchased with the right of recourse against the
Secretary of the Treasury.

The Federal Financing Bank made the following loans to
utility companies guaranteed by the Rural Electrification
Administration:

Interest

Date Borrower Amount Maturity Rate

7/20  South Mississippi
Electric Power Assn. $5,950,000 7/24/78 7.043%

7/26  Murraysville Telephone Co. 400,000 7/26/78 7.063%
7/30 Southern Illinois Power 1,725,000 7/30/78 6.925%
7/30 Big Rivers Electric Corp. 1,188,000 12/31/10 8.188%

Interest payments on the above REA loans are made on a quarterly
basis.
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On July 21, the FFB purchased the following debentures
from Small Business Investment Companies:

Interest

Borrower Amount Maturity Rate
Doan Resources Corp. $ 700,000 7/1/81 7.725%
Small Business Invest-

ment Co. of Connecticut 329,000 7/1/81 7.725%
Enterprise Capital Corp. 500,000 7/1/86 8.085%
ESIC Capital, Inc. 1,100,000 7/1/86 8.085%
Iverness Capital Corp. 1,500,000 7/1/86 8.085%
Mome Capital Corp. 350,000 7/1/86 8.085%
Monmouth Capital Corp. 1,000,000 7/1/86 8.085%
Small Business Assistance

Corp. of Panama City, Fla. 640,000 7/1/86 8.085%
Winfield Capital Corp. 300,000 7/1/86 8.085%

These debentures are guaranteed by the Small Business Administration.

On July 21, the Bank purchased from the Department of Health,
Education and Welfare Series E notes in the amount of $175,000.
The notes mature July 1, 2000, and bear interest at a rate of
8 .214%. The Department had previously acquired the notes which
were issued by various public agencies under the Medical Facilities
Loan Program. The notes purchased by the FFB are guaranteed by
HEW.

The Federal Financing Bank made the following advances to
borrowers guaranteed by the Department of Defense under the
Foreign Military Sales Act:

Interest
Date Borrower Amount Maturity Rate
7/21 Government of Peru $ 6,800,000.00 12/31/82 7.593%
7/23 Government of Nicaragua 240,000.00 6/30/80 7.239%
7/28 Government of Jordan 1,944,765.82 6/30/85 7.720%
7/29 Government of Israel 29,573,562.72 6/10/85 7.730%
7/30 Government of Jordan 582,839.19 6/30/85 7.714%

On July 26, the U.S. Railway Association (USRA) borrowed
from the Bank $685,000 against Note #6. The maturity of the
loan is December 26, 1990. The interest rate, set at the time
of the first advance, is 8.055%.



On July 30, the USRA rolled over Note #3 in the amount
of $1,024,296.22 and borrowed $4,707.83 to pay the interest
due. The loan matures August 29, 1976 and bears interest
at a rate of 5.394%. USRA borrowings from the FFB are
guaranteed by the Department of Transportation.

The National Railroad Passenger Corporation (Amtrak)
made the following drawings from the FFB:

Date Note # Amount Maturity Interest Rate
7/26 6 $ 10,000,000 10/1/76 5.432%
7/29 9 120,000,000 10/28/76 5.392%
(rollover)
7/30 6 10,000,000 10/1/76 5.423%
¢

Amtrak borrowings from the Bank are guaranteed by the Department
of Transportation.

P I

e On June 21, the Chicago, Rock Island and Pacific Railroad
Company signed a $17.5 million commitment agreement with the
Bank. Interest rates are determined at the time of each
advance. The final maturity of all advances is June 21,

1991. On July 28, the FFB made an advance to the Railroad

in the amount of $828,722. The interest rate is 8.145%.
Ghicago, Rock Island and Pacific Railroad Company borrowings )
from the Bank are guaranteed by the Department of Transportation.

On July 27, the Student Loan Marketing Association (SLMA)
borrowed $20 million from the Bank. The loan matures October
26, 1976 and bears interest at a rate of 5.461%. The proceeds
of the loan were used to repay $20 million in principal.

SLMA borrowings are guaranteed by the Department of Health,
Education, and Welfare.

Federal Financing Bank loans outstanding on July 30,
1976 totalled $24.1 billion.
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ASHINGTON, D.C. 20220 TELEPHONE 964-2041

Th:bepartmentoftheTRfASURY NEW%

FOR RELEASE AT 4:00 P.M. August 10, 1976

TREASURY'S WEEKLY BILL OFFERING

The Department of the Treasury, by this public notice, invites tenders for
two series of Treasury bills to the aggregate amount of $6,100 million » ©OF
thereabouts, to be issued August 19, 1976, as follows:

9kday bills (to maturity date) in the amount of $2,500 million OF
thereabouts, representing an additional amount of bills dated May 20, 1976,
and to mature ‘November 18, 1976 (CUSIP No. 912793C2 0), originally issued in
the amount of $ 3,503 million, the additional and original bills to be freely
interchaﬁgeable.

182day bills, for $3,600 million, or thereabouts, to be dated August 19, 1976,
and' to mature February 17, 1977 (CUSIP No. 912793 E6 9).

The bills will be issued for cash and in exchange for Treasury bills maturing
August 19, 1976, outstanding in the amount of $6,106 million, of which
Government accounts and Federal Reserve Banks, for themselves and as agents of
foreign and international monetary authorities, presently hold $2,801 million.
These accounts may exchange bills they hold for the bills now being offered at
the average prices of accepted tenders.

The bills will be issued on a discount basis under competitive and non-
competitive bidding, 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
one-thirty p.m., Eastern Daylight Saving time, Monday, August 16, 1976.

Tenders will not be received at the Department of the Treasury, 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.

Banking institutions and dealers who make primary markets in Government
WS-1023
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securities and report daily to the Federal Reserve Bank of New York their positions
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 bills applied for, unless the tenders are accompanied by an
express guaranty of payment by an incorporated bank or trust company.

Public announcement will be made by the Department of the Treasury of the
amount and price range of accepted bids. 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 $500,000 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 or Branch on August 19, 1976, 1in cash or
other immediately available funds or in a like face amount of Treasury bills
maturing August 19, 1976. Cash and exchange tenders will receive equal treat-
ment. 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 excluded from consideration as capital assets. Accordingly, the owner of
bills (other than life insurance companies) issued hereunder must include in his
Federal 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.

Department of the Treasury 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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FOR IMMEDIATE RELEASE August 12, 1976

LIEBLING LEAVES TREASURY
FOR CHAIR AT LAFAYETTE COLLEGE

Secretary of the Treasury William E. Simon announced today
that Herman I. Liebling, a senior economic advisor and Deputy
Director of the Treasury's Office of Financial Analysis will
leave the Department on August 31, 1976 to join Lafayette College
in Easton, Pennsylvania as the Frank Lee and Edna Smith Professor
of Economics and Business.

Secretary Simon stated that he 'personally will miss Mr.
Liebling's invaluable insights concerning economic and financial
developments. His advice has been and is reflected in our national
economic growth and stablilization policies. I certainly regret
the loss to the Treasury, but I am pleased that he will occupy
a Chair at as outstanding an institution as Lafayette College:"

Secretary Simon noted that on several occasions during his
tenure, Mr. Liebling counseled economic policy which went against
conventional thinking, but in retrospect has been proved correct:
In mid-1962, Mr. Liebling counseled against a quick tax cut to
avoid a predicted recession, which didn't materialize; favored a
tax increase as early as mid-1965 to pay for Vietnam expenditures;
foresaw that the 1968 tax surcharge would not cause a recession
as many were warning; rejected over-stimulative policies in.early
1975, having recognized that the economy was already bottoming out.

Mr. Liebling was the Treasury's representative on the Federal
inter-agency "Troika' group, whose function is to formulate
economic forecasts for presentation to the President's Economic
Policy Board.

He received the Meritorious Service Award of the Treasury
Department for "his skill in discerning changes in basic economic
forces in the economy and his ability in forecasting the future
performances of the economy...to make possible economic policy
decisions."

Mr. Liebling also served as a U.S. representative on Article
VIIT Consultations with the IMF, a delegate to the Short-Term
Forecasting Group of the OECD, and AID advisor to the Finance
Ministry of the Government of Morocco, and a eruty to the
President's Cabinet Committee on Price Stability.
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Mr. Liebling also was Senior Lecturer, with the equivalent
rank of full professor, at the University of Maryland. He 1is
the author of many articles in scholarly journals and books.

A native of New York City, Mr. Liebling attended public
schools there and received his MA and Ph.D degrees in economics
from The American University in Washington, D.C. He and his wife,
the former Mabel Barbara Rudman of Jamaica, New York, have two
children.

000
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NGTON, D.C. 20220 TELEPHONE 964-2041

FOR RELEASE AT 4:00 P.M. August 12, 1976

TREASURY'S 52-WEEK BILL OFFERING

The Department of the Treasury, by this public notice, invites tenders
for $2,900 million, or thereabouts, of 364-day Treasury bills to be dated
August 24, 1976, and to mature August 23, 1977 (CUSIP No. 912793 H3 3). The
bills will be issued for cash and in exchange for Treasury bills maturing
August 24, 1976.

This issue will not provide new money for the Treasury as the maturing
iésﬁe‘is outstanding in the amount of $2,900 million, of which $2,120 million
is held by the public and $780 million is held by Government accounts and the
Federal Reserve Banks for themselves and as agents of foreign and international
monetary authorities. Additional amounts of the bills may be issued to Federal
Reserve Banks as agents of foreign and international monetary authorities.
Tenders from Government accounts and the Federal Reserve Banks for themselves
and as agents of foreign and international monetary authorities will be accepted
at the average price of accepted tenders.

The bills will be issued on a discount basis under competitive and non-
competitive bidding, 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
one-thirty p.m., Eastern Daylight Saving time, Wednesday, August 18, 1976.
Tenders will not be received at the Department of the Treasury, Washington.
Each tender must be for a minimum of $10,000. Tenders over $10,000 must be
in multiples of $5,000. 1In 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.

Banking institutions and dealers who make primary markets in Government
securities and report daily to the Federal Reserve Bank of New York their
positions 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
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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 bills applied
for, unless the tenders are accompanied by an express guaranty of payment
by an incorporated bank or trust company.

Public announcement will be made by the Department of the Treasury of
the amount and price range of accepted bids. 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 $500,000
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. Settle-
ment for accepted tenders in accordance with the bids must be made or
completed at the Federal Reserve Bank or Branch on August 24, 1976, in
cash or other immediately available funds or in a like face amount of Treasury
bills maturing August 24, 1976. 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 excluded from consideration as capital assets. Accordingly, the
owner of bills (other than life insurance companies) issued hereunder must
include in his Federal 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.

Department of the Treasury 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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I:B!:;!artmentof the TREASURY [N EWJ\W%

HINGTON, D.C. 20220 TELEPHONE 964-2041

Contact: David R. Macdonald
FOR IMMEDIATE RELEASE Extension: 2033

August 13, 1976

TREASURY ANNOUNCES FINAL DETERMINATION FOR
AUTOMOBILE ANTIDUMPING CASES

Assistant Secretary of the Treasury David R. Macdonald
announced today that final determinations had been made in
the Treasury Department's Antidumping investigations of
automobile imports. The actions announced today discontinue
the investigations as to 23 firms and terminate the investi-
gations as to 5 firms. In those instances where an
investigation has been discontinued the manufacturers'
prices will be monitored by the Treasury Department for the
next two years. '

These investigations involving automobiles
manufactured in 8 foreign countries (West Germany, the
United Kingdom, France, Belgium, Italy, Sweden, Japan and
Canada) were initiated on August 11, 1975 after the Treasury
Department had received petitions from the United Auto
Workers and Congressman John Dent of Pennsylvania, alleging
that foreign automobiles were being "dumped" on the U.S.
market and were injuring the domestic automobile industry.
On May ‘4, 1976, Secretary of the Treasury William Simon
announced that he was tentatively discontinuing these

- investigations on condition that certain commitments
regarding future prices were received from the manufacturers
involved. The actions announced today are as a result of
the receipt by the Treasury Department of such commitments.
Secretary Simon indicated at the time of his May 4
announcement that he was taking this course of action
because of the unique circumstances which existed in the
automobile industry during the period of the investigation
(January 1 through August 31, 1975). The discontinuances
were issued under a rarely used section of the Antidumping
Regulations which authorizes such action whenever the
Secretary concludes that there are circumstances on the
basis of which it may no longer be appropriate to continue
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an Antidumping investigation. An explanation of those
circumstances was included in the Secretary's press release
of May 4 and in the Federal Register notices of May 17,
1976, announcing the tentative discontinuances.

The 23 manufacturers who have been required to supply
commitments to the Treasury Department had been found
during the period of the investigation to have been pricing
their automobiles in the U.S. market below their home market
prices for comparable products. However, in the cases of
Japanese and European manufacturers price adjustments since
the end of the investigatory period along with changes in
the relative values of currencies have eliminated these price
differentials, as calculated under the special circumstances
found to exist for the purposes of this investigation. In
the case of several firms, specific additional price adjust-
ments will be required on their 1977 models in order to
comply with -these commitments. In all cases these firms
have pledged to maintain their relative prices in such a
way as to assure that these price differentials do not
reappear. Insofar as Canadian manufacturers are concerned
pledges have been received to continue the elimination of
price differentials Within the context of the special
circumstances created by the integration of the U.S. and
Canadian industries.

Five of the manufacturers investigated (Honda, Nissan,
Porsche, Rolls Royce and Toyota) were found not to be selling
below fair value and as to those firms the investigation
has been concluded and no future monitoring of prices will
be required.

These cases collectively represent the most extensive
Antidumping investigation ever conducted by the U.S.
Treasury Department and encompassed trade amounting to
$7.2 billion in 1975.
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FOR RELEASE AT 12:00 P.M. August 13, 1976
TREASURY TO AUCTION $2,500 MILLION OF 2-YEAR NOTES

The Department of the Treasury will auction $2,500
million of2-year notes to refund $1443 million of notes
held by the public maturing August 31, 1976, and to raise
$1,057million of new money. Additional amounts of these
notes may be issued at the average price of accepted tenders
to Government accounts and to Federal Reserve Banks for
themselves in exchange for $219 million of maturing Treasury
securities held by them and as agents of foreign and
international monetary authorities for new cash only.

Details about the new security are given in the attached
highlights of the offering and in the official offering
circular.

Attachment
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HIGHLIGHTS OF TREASURY
OFFERINGS TO THE PUBLIC
OF 2-YEAR NOTES August 13, 1976

Amount Offered:
To the public...iivieeveeernreccncoscennoceanenneees $2,500 million

Description of Security:

Term and type of security..........e.ceceevveeeeee.. 2-year notes
Maturity date..... cececesecstesrttraasenenesnssssssss August 31, 1978
Call dates.iuiueeeeeererococeonneeresesseasesssnsesss NO provision

Interest coupon rate.......eeceeeeeeeeeesceeesssses. To be determined based on the
average of accepted bids

Investment yield........ceivviieeeeneeneeeeenenanes. To be determined at auction
Premium or discount...........ccie0vveveneeneennnn.. To be determined after auction
Interest payment dates.....eveeeeeeesensonsonoenooes February 28 and August 31

Minimum denomination available.....evcevevueeneean.. $5,000

Terms of Sale:

Method of sale.......... ceecsssccssssnsseassessssseasss Yield auction

Accrued interest payable by investor...... eeeeesssss None

Preferred allotment........... seessesvsscans «+eeses. Noncompetitive bid for
$500,000 or less

Deposit requirement.......cccovuuuunn. cecsecesesennn 5% of face amount

Deposit guarantee by designated institutions........ Acceptable

Key Dates:

Deadline for receipt of tenders...... teesesecentenes Thursday, August 19, 1976,
by 1:30 p.m., EDST

Settlement date (final payment due)

a) cash or Federal fundsS.....eeeeeeee.. Tuesday, August 31, 1976
b) check drawn on bank within

FRB district where submitted........ Thursday, August 26, 1976
c) check drawn on bank outside

FRB district where submitted........ Tuesday, August 24, 1976

Delivery date for definitive securities........... Tuesday, August 31, 1976
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NEWS

August 16, 1976

FOR TMMEDIATE RELEASE |

RESULTS OF TREASURY'S WEEKLY BILL AUCTIONS

Tenders for $2,500 million of 13-week Treasury bills and for $3,600 million
of 26-week Treasury bills, both series to be issued on August 19, 1976,
were opened at the Federal Reserve Banks today. The details are as follows:

RANGE OF ACCEPTED 13-week bills 3 26-week bills J
COMPETITIVE BIDS: maturing November 18, 1976 : maturing February 17, 1977

Discount Investment Discount Investment
Price Rate Rate 1/ : Price Rate Rate 1/

High 98.706 a/  5.119% 5.26% : 97.290 5.360% 5.59%

Low 98.698 5.151% 5.297% : 97.271 5.398% 5.63%

Average 98.700 5.1437% 5.287% ' 97.275 5.390% 5.62%

a/ Excepting 2 tenders totaling $4,000,000
Tenders at the low price for the 13-week bills were allotted 677%.
Tenders at the low price for the 26-week bills were allotted 23%.
TOTAL TENDERS -RECEIVED AND ACCEPTED BY FEDERAL RESERVE DISTRICTS: !

District Received | Accepted Received \ Accepted
Boston $ 29,705,000 $ 22,705,000 :$ 26,045,000 $ 8,045,000
New York 3,787,925,000 2,128,015,000 : 5,751,415,000 2,799,115,000
Philadelphia 30,840,000 17,405,000 8:915,000 5,715,000
Cleveland 33,340,000 30,670,000 258,630,C00 138,630,000
Richmond 55,145,000 21,345,000 76,640,000 28,490,000
Atlanta 28,630,000 28,105,000 48,000,000 47,500,000
Chicago 295,220,000 109,045,090 560,435,000 392,185,000
St. Louis 46,115,000 26,835,000 61,745,000 25,745,000
Minneapolis 39,100,000 8,715,000 50,665,000 11,665,000
Kansas City 80,320,000 50,560,000 - 29,400,000 23,200,000
Dallas 20,315,000 19,315,000 29,855,000 18,085,000
San Francisco_ 304,325,000 39,525,000 339,245,000 104,245,000

TOTALS %, 750,980,000 $2,502,240,000

b/$7,240,990,000 $3,602,620,000 c/

b/ Includes $370,905,000 noncompetitive tenders from the public.
¢/ Includes $171,995,000 noncompetitive tenders from the public.
1/ Equivalent coupon-issue yield.
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ASHINGTON, D.C. 20220 TELEPHONE 964-2041

FOR RELEASE AT 4:00 P.M. August 17, 1976
TREASURY'S WEEKLY BILL OFFERING

The Department of the Treasury, by this public notice, invites tenders for
two series of Treasury bills to the aggregate amount of $6,200 million , or
thereabouts, to be issued August 26, 1976, as follows:

92-day bills (to maturity date) in the amount of $2,600 million, or
thereabouts, representing an additional amount of bills dated May 27, 1976,
and to mature November 26, 1976 (CUSIP No. 912793 C3 8), originally issued in
the amount of $3,602 million, the additional and original bills to be freely
interchangeable. ‘

182-day bills, for $3,600 million, or thereabouts, to be dated August 26, 1976,
and to mature February 24, 1977 (CUSIP No. 912793 E7 7).

The bills will be issued for cash and in exchange for Treasury bills maturing
August 26, 1976, outstanding in the amount of $6,230 million, of which
Government accounts and Federal Reserve Banks, for themselves and as agents of
foreign and international monetary authorities, presently hold $2,789 million.
These accounts may exchange bills they hold for the bills now being offered at
the average prices of accepted tenders.

The bills will be issued on a discount basis under competitive and non-
competitive bidding, 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
one-thirty p.m., Eastern Daylight Saving time, Monday, August 23, 1976.
Tenders will not be received at the bepartment of the Treasury, Washington.
Each tender must be for a minimum of $10,000. Tenders over $10,000 must be in
multiples of $5,000. 1In 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. '

Banking institutions and dealers who make primary markets in Government
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securities and report daily to the Federal Reserve Bank of New York their positions
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 bills applied for, unless the tenders are accompanied by an
express guaranty of payment by an incorporated bank or trust company -

Public announcement will be made by the Department of the Treasury of the
amount and price range of accepted bids. 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 $ 500,000 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 or Branch on August 26, 1976, in cash or
other immediately available funds or in a like face amount of Treasury bills
maturing August 26, 1976. Cash and exchange tenders will receive equal treat-
ment. 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 excluded from consideration as capital assets. Accordingly, the owner of
bills (other than life insurance companies) issued hereunder must include in his
Federal 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.

Department of the Treasury 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.
0000



?;eDepartmentoftheTRfASURy MEWJ\W% |

ASHINGTON, D.C. 20220 TELEPHONE 964-2041

ADDRESS BY THE HONORABLE ROBERT A. GERARD
ASSISTANT SECRETARY OF THE TREASURY
FOR CAPITAL MARKETS AND DEBT MANAGEMENT
BEFORE THE 1976 ANNUAL MEETING OF THE
AMERICAN BAR ASSOCIATION
SECTION OF LOCAL GOVERNMENT LAW
ATLANTA, GEORGIA
SATURDAY, AUGUST 7, 1976, 12:00 NOON

I am delighted to have the chance to be with you today.
Unfortunately, given some other demands on my time, my stay
in Atlanta will be very short. I say unfortunately not only
because Atlanta is a beautiful City, but also because I'd hoped
to stay long enough to pick up by osmosis some of the magical
solutions -- the kind that cost nothing and solve everything --
that I hear can be had down here.

I will touch on a variety of subjects this afternoon --
with particular emphasis on the disclosure gquestion you
addressed earlier in your meeting -- but I'd like to begin
with some general comments.

At the outset, let me note that we in Washington are
acutely aware of the financial issues facing many of our state
and local governments. Since World War II, the geographics
and demographics of this nation have undergone radical change
and, in many cases, state and local governments have been
adversely affected.

But these phenomena do not lead me to the conclusion =--
espoused by so many these days =-- that the Federal Government
should act to paper over these fundamental changes by massive
infusions of cash, either directly, or, even worse, by granting
state and local government access to the Federal printing press
through bond guarantees or similar programs.

No, the response to these changes must come from your
clients: state and local governments. And I am pleased to note,
in the midst of all the rhetoric about Federal takeovers of this
function or Federal guarantees of that bond, that taxpayers and
elected officials are beginning to rise to the challenge.

During my year and half involvement in developing and '
administering the Federal loan program for New York City, it
has been fashionable in some circles to point to New York City
as the "wave of the future." If New York is in trouble, some
say, then other cities will be engulfed before long.

I disagree. 1In all major respects but one, New York City
is different.
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New York City is different because it was first. New York
City stands as a warning to other cities, that if they do not
practice fiscal restraint, if they lose control over costs,
over their relations with their employees, and their relation-
ships with the financial community, they too will undergo the
trauma that New York City has undergone.

This lesson has not been lost on the officials and citizens
of other cities. In municipalities throughout the nation,
reduced growth in expenditures, curtailed construction programs,
and other budgetary measures offer tangible evidence that
fiscal restraint is at last being practiced as well as preached.

It is also evident on the labor front. For many years,
increases in the salaries of public employees exceeded
increases in the private sector. This is no longer so. Hard
pressed by higher local taxes, citizens have made their views
known. 1In San Francisco and other cities, hitherto known for
their generous wage policies, first taxpayers and then the
government have insisted on moderate contracts and the people
have willingly endured the long strikes necessary to secure
such contracts. Other cities, sensing the shifting mood of the
nation, have negotiated labor contracts which are, by past
standards, remarkably moderate.

Not the least remarkable of these contracts are the ones
recently negotiated in New York City. Long the pacesetter in
exorbitant wages and benefits, 225,000 union employees in
New York City have recently agreed to a wage freeze and a plan
to reduce fringe benefits over the next two years. So the
lesson of New York has been learned -- by New York as well as
by other cities.

The other reason that New York is different from other
cities is that it has a unique set of economic and financial
attributes. It remains the center of the financial world.
Despite the enormous population shifts of the postwar era, it
remains twice as large as the second largest city in this
country, and has not lost population as rapidly as many other
major cities. And, contrary to popular impression, it has not
been a magnet for the poor. Ten other cities have a higher
percentage of their population on welfare.

But these very strengths are a major source of the City's
current problems. These strengths allowed it to tap the
financial markets to an unprecedented degree. As a result, its
debt load now far exceeds that of any other major city and
debt service costs alone exceed the total budgets of all but a
handful of our cities.



Moreover, this access to financial markets carried with
it even greater access to the short-term end of the market --
Tax Anticipation notes, Bond Anticipation notes, and Revenue
Anticipation notes. The fiscal strength which allowed the
City to accumulate more than $4 billion of short-term debt was
a final catalyst to crisis.

Much has been done to turn the situation around in
New York City and I am convinced that the resources exist to
complete the job. Whether the political will is there, however,
remains to be seen. Today, I do want to concentrate on one
area in which New York's progress is highly relevant for other
cities: the area of disclosure.

In the past year, there has been a quantum leap in the
quantity and quality of the financial information concerning
New York City which has been developed and disclosed to the
public. While New York is still at least a year away from a
truly sound and reliable accounting system, we now know far
more about the City's finances than has ever been known --
more, in many respects, than we know about most other cities.

But it is not only in New York that city management has
become conscious of the need for better disclosure. Since the
well-publicized problems of the past year have destroyed the
myth that municipal bonds of major municipalities are risk-free,
investors are no longer willing to invest on the basis of the
limited information that has accompanied municipal offerings in
the past. Other municipalities must sell their obligations to
these same disclosure-conscious investors and, in addition,
they must sell these obligations with the assistance of under-
writers and dealers, and professionals who are themselves
increasingly conscious that they may be liable to the investor
if disclosure by the issuer is inadequate.

Six weeks ago, I could have told you that Federal legislation
requiring increased disclosure of financial information by certain
municipalities would pass. I would not have predicted the date,
nor the precise terms of the bill, but I could properly have
described it as an idea whose time has come: the public wants it;
intermediaries have come to believe they need it; and the
legislators were ultimately, I believe, prepared to pass it.

. Then, on June 24, the Supreme Court rendered its decision
in National League of Cities v. Usery. That decision, it is fair
to say, took most of us by surprise. It raised, and is continuing
to raise, fundamental questions about the permissible extent of
Federal regulation of traditional state functions. Coming in

the wake of certain court decisions limiting underwriters'

l@ability, it is viewed by some as the final blow to Federal
disclosure legislation.
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In Usery, the Court held invalid 1974 legislation extending
the minimum wage to employees of state and local governments.
For our purposes, these are the key words of Justice Rehnquist's
opinion: "We hold that insofar as the challenged amendments
operate to directly displace the state's freedom to structure
integral operations in areas of traditional Government functions,
they are not within the authority granted the Congress by
Article 1, Section 8, Clause 3 (The Commerce Clause) ."

But the potentially far-reaching implications of this
decision for Federal regulation of state and local activities
are evidenced by the unusually strong dissent of Justices Brennan,
White and Marshall. Mr. Justice Brennan sees Usery as no less
than a reversal of the comprehensive power granted Congress under
the Commerce Clause. "I cannot recall another instance in the
Court's history," says Justice Brennan, "when the reasoning of
SO many decisions covering so long a span of time has been
discarded rough-shod." He sees this decision as envisioning a
"startling restructuring of our Federal System."

Others have been quick to seize upon this decision not
only as sounding the death knell for Federal disclosure legisla-
ticn, but also as vitiating whatever Federal authority currently
exists in the municipal securities area. 1In a recent complaint,
the City of New York has sought a declaratory judgment that
the Securities and Exchange Commission lacks jurisdiction to
enforce certain aspects of the Securities laws with respect to
issuance and sale of securities by the City of New York. The
City rested its Constitutional case principally upon the Usery
decision.

Before we can properly assess the impact of the Usery case
and other developments upon the prospects or need for Federal
disclosure legislation, we must take a step back. Let me
briefly summarize the developments in the field of municipal
finance which have given rise to Congressional consideration
of Federal disclosure legislation, then we can return to the
substance of such legislation and what it may mean for your clients.

The Emergence of Federal Disclosure Legislation

Forty-three years ago, when municipal securities were
exempted from the then new Federal Securities Laws, few persons
could have foreseen that by 1975, annual offerings in this
sector would total $60 billion -- approximately $30 billion in
bonds and $30 billion in short-term borrowings. Nor could they
have foreseen the cause of this dramatic increase in borrowings
-— the increasing level and scope of services offered by state
and local governments.
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Not so long ago, the basic units of local government could
be simply defined. A village was a village, a city was a city,
a state was a state, and they taxed and borrowed accordingly.
Each rendered a few services -- usually limited to the basics --
education, police, sometimes a fire department.

It is no longer so simple. 1In the effort to cope with the
major shifts of the past forty years, within the context of state
laws designed to deal with a simpler system, a bewildering variety
of overlapping tax structures have developed. School districts,
pollution districts, hospital and housing districts have joined
the traditional list of town, county and state units in
competing for the taxpayers' money. In addition, there are now
usage taxes, sales taxes, and other special taxes. A fiscal map
would show that the citizen in a typical municipality is subject
to no less than four taxing districts, and usually more, in
addition to those taxes he pays for specific goods or services
rendered.

The complications that these changes have introduced into
our lives as taxpayers pale by comparison with the complications
they have created for municipal investors. It is no longer
adequate, for example, to gauge the creditworthiness of a
municipality by comparing its existing debt with the debt-carrying
ability of its citizens. One must also consider the other debts
indirectly borne by its taxpayers. In the case of New York, for
example, total debt may exceed direct debt of the City by no
more than 20 percent. But in Chicago, total debt is roughly
three times as high as direct debt. In Los Angeles, it is nearly
six times as high.

But by far the greatest problem which faces the investor
in analyzing financial information is lack of comparability:
the disparity in the quantity of information disclosed, the
standards by which the adequacy of the disclosed information
is measured, and the comparability of accounting conventions
used .to report this information. Frequently, different
municipalities within the same state use different systems.
Adherence to the voluntary guidelines which have developed in
the public accounting area is spotty, and different accounting
conventions are widely accepted. To choose just one example,
it is permissible to record pension liabilities on a "pay-as-
you-go" basis, paying pensions out of the current year budget
without establishing any reserve for future liabilities --
irrespective of whether or not they are vested.

. Moreover, this increasing complexity has developed at a
time when the individual is playing an increasingly important
role in the municipal market. Lacking the resources and
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expertise of the traditional investors -- the banks and fire
and casualty companies -- the dearth of reliable and comparable
information places an especially heavy burden on the individual
investor.

These problems received little attention when the major
municipalities were unfailingly paying their debts on time and
the myth persisted that general obligations -- secured by the
ad valorem taxing power -- were risk free. Historical evidence
to the contrary was ignored and the occasional need for small
municipalities to reschedule their debts was seen as an aberration.

But there is now no investor in the country who is unaware
of the problems which have afflicted New York, and few investors
who are not aware of problems besetting certain other major cities.

Furthermore, investors now see the current problems of
municipalities reflected in the price of the bonds they own.
Formerly, the secondary market for securities was relatively
immune from price changes other than those induced by general
shifts in market conditions. But now bond prices actively
reflect the market's assessment of the issuer's current fiscal
prospects. To assure these assessments are correct, it is
essential that the information relied upon is sound.

Even the strongest advocate of free markets would concede
that the market functions best where the best information is
available. And, in my view, that demands uniform Federal
legislation.

Before turning to the specifics of such legislation,
let's take another look at Usery. Let me say at the outset
that I believe Federal disclosure legislation, even if
predicated upon the Commerce Clause, would not be precluded
by the Usery decision.

In recent years, in case after case, the Commerce Clause
has been interpreted to give Congress authority over whatever
could remotely or indirectly be linked to interstate commerce.
But I do not believe that the Court in Usery intended to roll
back the Commerce Clause to 1824 as Mr. Justice Brennan suggests.
It has simply returned to that narrower concept of interests
commerce which prevailed not so many years ago.

On the facts of Usery, the Court saw no evidence of
interstate commerce other than in the generalized sense that
every economic transaction in our inter-related economy may
have some indirect bearing on other transactions in the
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economy. What the Court saw, in the words of Mr. Justice B.
Rehnquist was a simple attempt by the State to "structure
integral operations in areas of traditional Government

functions," and that activity, the Court held, was not interstate
commerce.

Integral is the key word, and Webster says, pertains to
"an essential part of the whole." If I may be so bold, I
think -- based on the facts and the context -- that Justice
Rehnquist should have used the term "internal," and held that
the Tenth Amendment precluded the Federal Government from
intruding in ‘the relationships between a state and its citizens.

However, in my view, it is quite a different matter when a
state or local government -- even in the exercise of a govern-
mental function so traditional as borrowing money -- chooses to
deal with citizens of other states. 1In invoking a key benefit
of our Federal system -- free and unfettered access to the
financial resources of citizens of other states —- it hardly
befits a state to suggest that the Federal authority which
guarantees the access in the first place does not permit the

Federal Government to insure that such access is on fair and
reasonable terms.

I've been away from the law for two years and can no
longer cite from memory any of the many judicial articulations
of the principle that our Constitution is a living document
and must be construed with a keen eye to the practicalities of
a situation. In my view, it is virtually axiomatic that a
uniform, nationwide system of disclosure will help the municipal
market to the uniform benefit of every participant. I am almost
equally certain that unless such a system is developed, the
municipal market as we know it today won't be with us for very
long, and will be replaced by methods of financing involving
far higher levels of Federal intrusion than those contemplated
by the current proposals for Federal disclosure. It would
indeed be a pyrrhic victory for state's rights and the principles
of Federalism if a broad construction of Usery were to result in
virtual denial of access by state and local governments to
Private sources of financing.

In short, I don't see Usery as a roadblock in this area,
and I hope Congress and the Courts will agree. Assuming I am
right, let me turn briefly to the principles which should be
followed with respect to such legislation.
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The fundamental goal of disclosure legislation must be to
assure that the maximum amount of relevant information is
readily available, with a minimum amount of Federal intervention
and a minimum of cost. Disclosure rules and regulations should
enhance the market, not interfere with the market mechanism for
municipal issues. Most important, in order to ensure that
municipal investors are able to make a concise, comparative
analysis of the finances of different issuers, disclosure
legislation must standardize the presentation of the information
being disclosed.

It is the importance of' standardization which requires
that a disclosure program be administered at the Federal level.
We have examined carefully the voluntary disclosure approach.
It has been argued that since investors and underwriters are
demanding more information, if the free market were left to
its own devices, the information would be provided by those
issuers which needed market access. We concluded, however that
precisely to assure that the free market mechanism will function
smoothly with respect to municipal issues, it is necessary to
insist upon mandatory disclosure of financial information by
issuers entering the market. It is only by mandatory disclosure
that adequate, uniform, usable information can be assured, and
that its flow to the investing public can be guaranteed.

In designing a disclosure system, we must keep in mind
that the policy trade-offs here differ from those employed in
the corporate area. It is not an overstatement to say that,
under existing law and procedures, the governing principle in
the corporate area is spare no expense to give the investor
every last ounce of protection. In the municipal area, where
such expenses must be directly paid by taxpayers, I do not think
we can or should make a similar choice.

There are many municipalities which do not enter the
capital markets frequently or to a heavy degree, and thus
present lesser concerns to the investing public or tc the
proper functioning of our nation's capital markets. There
are many municipal issues which have a relatively limited
market. So that mandatory disclosure does not result in
overkill, we favor the setting of threshold limits below which
disclosure would not be required.

Once the issuers which should disclose have been identified,
the information required of them should be carefully specified
and relatively comprehensive. Some flexibility, of course, is
required, but state and local governments, we believe, are
entitled to have Congress decide the kind of information it is
required to disclose.
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I do not believe that municipal issuers should undergo
the same disclosure, filing and clearance and registration
procedures as corporate securities. Such an approach would
impose burdens and costs which outweigh the benefits derived.
Instead, we have generally supported legislation strictly

designed to insure that information -- reports and distribution
statements -- be prepared and made readily available to the
public.

Let me stress this fundamental distinction even at the
risk of belaboring the point. We do not believe regulatory
measures, intimately involving the SEC in the issuance process,
as it is in the corporate area, are necessary. What is essential
is that informational reports and statements be prepared and
made readily available.

I suggested earlier that I believe sound municipal
disclosure legislation, by insuring the flow of information
essential to healthy markets, will result in a net reduction
in borrowing costs, even after costs of compliance are included.
What I must add, however, is that such benefits are in large
part dependent upon our willingness at the same time to address
the liability issue, calmly, rationally and unemotionally.

In looking at developments in the financial markets over
the last decade or so, few things are more frightening to me
than the growing tendency, fostered by a line of judicial
decisions -- hopefully broken by Hochfelder -- to bring even
the most frivilous securities claims to court, typically
clothed in the class action lawsuit.

If I may borrow a phrase from the sports pages, the watch-
word seems to be: "it's not whether you can win or lose, but
whether you play the game." Of course, there are winners ...
and there are losers. Almost invariably, plaintiffs' counsel
gets the grand prize and defendants' counsel the consolation
prize. The losers? Issuers, investors, consumers, the economy
itself, all of which must pay the cost of an extravaganza and

a prize ceremony which makes Montreal look like a small town
carnival.

Broadly speaking, I think we need an over-all reappraisal
of the private action under the securities laws, but I'll save
this point for the securities bar. In the municipal field, .
as we face the possibility of new and comprehensive legislation,
we do have the opportunity to incorporate some fundamental
principles.



- 10 -

-- First, I think the legislation itself must set forth
with detail and clarity the specific items and methods
of disclosure required. As little as possible must be
left to subsequent regulatory interpretation.

—-- Second, causes of action against an issuer must be
strictly based on violations of the above requirements
and an issuer's exposure limited to actual, out-of-
pocket losses.

-- Third, the legislation should recognize the principle
that potential underwriters' liability will be directly
reflected in the issuer's borrowing costs. If an under-
writer can be held liable for an issuer's disclosure,
any underwriter willing to participate at all will
purchase "insurance" against exposure in the only form
our securities laws recognize: retaining more lawyers
and accountants. It may be superficially satisfying
for issuers to know the underwriters seem to be bearing
part of the liability burden, but in the end the issuer
-- and thus the taxpayer -- will pay a high price for
such satisfaction. It may not be popular in some circles,
but I personally believe that an underwriter should be
relieved by statute of any liability with respect to
disclosures by an issuer unless (1) it conceals actual
knowledge of false disclosures or material non-disclosures
or (2) it provides information to investors other than
that provided by the issuer which is false or materially
misleading.

* * *

I began my remarks today with the suggestion, perhaps some-
what veiled, that there are no easy answers to the problems --
both legal and financial -- which face the public sector today.
No wave of a wand will relieve state and local officials from
the intense pressures caused by the imbalance, enhanced by an
inflationary environment, between the electorate's desires on
the one hand and its willingness to pay for them on the other.
No stroke of the pen will resolve -- or even materially simplify --
the complex dilemmas facing the lawyer representinga a public body.

At the same time, certain developments do provide a basis
for optimism. There is more and more evidence that the electorate
is beginning to understand both the choices which face us and the
implications of the various alternatives. Citizens at all levels
are beginning to pay more and more attention to the fiscal and
financial affairs of their governments. They are beginning to
demand more facts and beginning to question the hitherto
unquestioned need for more frills, more marginal activities,
more deficit spending. It is incumbent upon public officials
at all levels of government and those who advise them to
recognize this key attitudinal change. This is what we're working
toward in Washington and I hope we have your guidance and support.
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TELEPHONE 964-2041
Contact: L.F. Potts
Extention 2951
FOR IMMEDIATE RELEASE August 17, 1976

TREASURY ANNOUNCES FINAL DETERMINATION
OF SALES AT NOT LESS THAN FAIR VALUE WITH RESPECT TO
INDUSTRIAL VEHICLE TIRES FROM CANADA

The Treasury Department announced today a. determination
that industrial vehicle tires from Canada are not being, nor
are likely to be, sold at less than fair value within the
meaning of the Antidumping Act, 1921, as amended. Notice of

this decision will appear in the Federal Register of August 18,

1976.

A "Notice of Tentative Negative Determination" was pub-
lished in the Federal Register of May 27, 1976. The product
description, included for clarity in the notice, is that of
"press-on, solid, rubber tires, cured or bonded to steel
base bands, used on off-the-highway work vehicles, whether
or not self-propelled.”"” Tires made of urethane or rubber
compounds were not included in the class or kind. Customs
made comparisons on approximately 75 percent of the sales
by the sole Canadian exporter during the period of investi-
gation (July 1 through December 31, 1975) and found no
margins.

Imporﬁs of the subject merchandise during calendar
year 1975 amounted to approximately $1 million.
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oparmencone TREASURY [T

FOR IMMEDIATE RELEASE Contact: H. J. Hintgen

Extension 2427
August 17, 1976

TWO SERIES OF 7-3/8 PERCENT TREASURY NOTES
DUE 2-15-81 TO BE CONSOLIDATED

The Treasury has announced that the two series of 7-3/8
percent Treasury notes both maturing February 15, 1981, will
be consolidated on its records as of September 1.

According to the Treasury, this action is being taken
to avoid market confusion and to facilitate transactions in
these securities during the remaining period to maturity.
Under the consolidation, the 7-3/8 percent Treasury notes,
Series E-1981, will be merged with those of Series C-1981.
In effect, the Series E-1981 notes will be treated as if
they had been an additional issue of the Series C-1981.

Amendments to the Treasury circulars governing these
issues will be published in the Federal Register prior ton
the effective date of the consolidation to formalize the
actions. Under its plan, the Department will merge all
accounts of the two series under Series C-1981 and cancel
all unissued stock of the Series E-1981. In addition, book
entry accounts for these issues will also be consolidated,
and after the effective date, transactions involving notes
of either series will be handled as Series C-1981 transactions.

As a result of this consolidation, the two series of
notes will become fully interchangeable in all trading in
the market.

o0o
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FOR IMMEDIATE RELEASE August 18, 1976
RESULTS OF TREASURY'S 52-WEEK BILL AUCTION
Tenders for $2,900 million of 52-week Treasury bills to be dated
August 24, 1976, and to mature August 23, 1977, were opened at the Federal

Reserve Banks today. The details are as follows:

RANGE OF ACCEPTED COMPETITIVE BIDS: (Excepting 1 tender of $1,950,000)
Investment Rate

Price Discount Rate (Equivalent Coupon-Issue Yield)
High - 94.337 5.6017% 5.93%
Low - 94.289 5.6487% 5.98%
Average - 94.304 5.633% 5.97%

Tenders at the low price were allotted 77%.

TOTAL TENDERS RECEIVED AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:

District Received Accepted
Boston $ 29,140,000 $ 23,140,000
New York 3,702,470,000 2,210,970,000
Philadelphia 67,140,000 40,140,000
Cleveland 104,770,000 94,770,000
Richmond 41,135,000 17,135,000
Atlanta 5,025,000 5,025,000
Chicago 460,270,000 186,470,000
St. Louis 39,170,000 28,480,000
Minneapolis 63,730,000 53,730,000
Kansas City 19,145,000 13,145,000
Dallas 29,210,000 10,210,000
San Francisco 315,820,000 216,820,000
TOTAL $4,877,025,000 $2,900,035,000

The $2,900 million of accepted tenders includes $ 770 million of
noncompetitive tenders from the public and $ 673 million of tenders from
Federal Reserve Banks for themselves and as agents of foreign and international
monetary authorities accepted at the average price.

An additional $50 million of the bills will be issued to Federal Reserve
Banks as agents of foreign and international monetary authorities for new cash.

WS-1033



wDepartmentof theTRfASURy
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FOR IMMEDIATE RELEASE Contact: H. J. Hintgen
Extension 2427
August 18, 1976

ENGRAVED TREASURY SECURITIES GIVING WAY TO BOOK-ENTRY

The Treasury Department today reported that book-entry
securities now represent 81.6 percent, or:$320.4 billion,
of the marketable public debt. Of the outstanding marketable
Treasury issues, 86 percent of the Treasury bills, 78 percent
of the Treasury notes, and 66 percent of the Treasury bonds
are in book-entry form, rather than in engraved certificates.

In a progress report on the program to accelerate ex-
pansion of the book-entry system, as announced by Secretary
William E. Simon on March 31, Treasury now proposes that the
objectives of a certificateless system for marketable Treasury
securities be accomplished in two phases, with the first
phase directed at Treasury bills.

It is tentatively planned that beginning in the latter
part of 1976, the Treasury, with one exception, will issue
52-week bills only in book-entry form. The exception is
for a small number of institutional investors, prevented
either by law or by regulation from holding securities in
book-entry form, to purchase bills of the $100,000 denomination
for a limited period of time.

It is anticipated that similar offerings of 26-week
and 13-week bills, in book-entry form only, would follow
during the first nine months of 1977. Book-entry bills for
these issues would be available through member banks of
the Federal Reserve System and the Department of the Treasury.

Tenders for book-entry bills to be issued by Treasury
could be submitted either directly or through a Federal
Reserve Bank. While the accounts would be established and
maintained without charge to the investor, there would be
some limitations on the services the Treasury would provide.
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It is recognized that the implementation of this plan
will have a far-reaching effect on the marketing of Treasury
securities, and will be of interest to the general public
and the financial community. Accordingly, the Treasury
and Federal Reserve Banks plan to undertake a public in-
formation program to further acquaint investors with the
operational details of the plan and obtain their reaction.
Dates and locations for open hearings on this proposal
will be announced in the near future.

The book-entry procedure was initiated in 1968 by the
Federal Reserve Banks for the accounts of commercial bank
members of the Federal Reserve System. It was later extended
to include individuals and institutions. The book-entry system
reduces the burden of paperwork created by the mounting volume
of public debt transactions; it protects against loss, theft,
and counterfeiting; and it substantially reduces the cost of
issuing, storing and delivering Treasury securities.
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AMENDED RESULTS OF TREASURY'S 52-WEEK BILL AUCTION

The announcement yesterday of the results of the
52-week Treasury bill auction is corrected to state
that the $2,900 million of accepted tenders included $97 million
of noncompetitive tenders from the public.

All other particulars in the announcement of August 18

remain the same.

# # #
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FOR IMMEDIATE RELEASE August 19, 1976

Summary of Lending Activity

August 1 - August 15, 1976

The Federal Financing Bank lending activity for the
period August 1 through August 15, 1976 was announced as
follows by Roland H. Cook, Secretary:

On August 2, the Federal Financing Bank made an advance
to the Chicago, Rock Island and Pacific Railroad Company in
the amount of $2,916,725. The maturity is June 21, 1991
and the interest rate is 8.145%. The loan is guaranteed by
the Department of Transportation.

The National Railroad Passenger Service (Amtrak) made
the following drawings from the FFB:

Date Note # Amount Maturity Interest Rate
8/2 6 $12,000,000 10/1/76 5.423%
8/10 6 3,000,000 10/1/76 5.436%
8/10 7 3,000,000 9/13/76 5.436%

Amtrak borrowings from the Bank are guaranteed by the Department
of Transportation.

The Bank made the following loans to utility companies
guaranteed by the Rural Electrification Administration:

Date Borrower Amount Maturity Interest Rate

8/2 Oglethorpe Electric
Membership Corp. $5,482 12/31/10 8.205%

8/2 Cooperative Power
Association 6,150 12/31/10 8.205%

8/4 Central Louisiana
Telephone 379 12/31/10 8.170%

8/11 Colorado-Ute Electric
Association 6,000 12/31/10 8.138%

8/12 Tri-State Generation .
& Transmission Assn. 4,958 12/31/10 8.122%

Interest payments on the above REA loans are made on a quarterly
basis.

WS-1036



" 'On August 3, the U.S. Railway Association (USRA) borrowed
$2,482,353.21 against Note #8. The loan matures April 30,
1979, and bears interest at a rate of 7.219%. USRA borrowings
from the FFB are guaranteed by the Department of Transportation.

The Student Loan Marketing Association (SLMA) made the
following borrowings:

Date Amount Maturity Interest Rate
8/3 $20,000,000 11/2/76 5.416%
8/10 20,000,000 11/9/76 5.448%

SLMA borrowings are guaranteed by the Department of Health,
Education and Welfare.

The General Services Administration made the following
loans from the Federal Financing Bank:

Date Series Amount Maturity Interest Rate
8/4 M $ 491,334.26 7/31/03 8.319%
8/13 L 1,444,143.98 11/15/04 8.236%

On August 4, the FFB paid $226,486,268.83 to the Secretary
of the Treasury for New York City Note #11. The face amount
of the note is $225 million and bears interest at a face
rate of 7.04%. The note matures May 20, 1977. The effective
rate of return to the FFB is 6.165%. The Secretary of the
Treasury made the loan to New York City under the New York
City Seasonal Financing Act of 1975.

On August 5, the FFB advanced $14 million at 8.150%
interest to St. Charles Association, a ''mew community'" in
Maryland. This loan is guaranteed by the Department of
Housing and Urban Development and matures March 1, 1995.

On August 12, the Bank advanced $28,910.89 to the
Government of China. The maturity of the loan is December
31, 1982. The interest rate is 7.368%. The borrowing is
guaranteed by the Department of Defense under the Foreign
Military Sales Act.

On August 13, the Tennessee Valley Authority borrowed
$40 million from the Bank. The loan matures November 30,
1976; and bears interest at a rate of 5.405%.

Federal Financing Bank loans outstanding on August 15,
1976 totalled $24.5 billion.
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NGTON, D.C. 20220 TELEPHONE 964-2041

FOR IMMEDIATE RELEASE August 19, 1976

PAUL TAYLOR NAMED
DEPUTY FISCAL ASSISTANT SECRETARY

Secretary of the Treasury William E. Simon
today announced the appointment of Paul Taylor,
a Treasury career official, as Deputy Fiscal
Assistant Secretary of the Treasury. He succeeds
Sidney Cox, who recently retired.

Mr. Taylor is a native of Washington, D. C.,
and attended schools in that city. He received
degrees from Strayer College and Southeastern
University, majoring in accounting and business
administration.

Mr. Taylor's entire work career has been with
the Treasury. He has held a number of positions
including Assistant Commissioner for Government-
wide Accounting in the Bureau of Government Finan-
cial Operations. Immediately prior to this present
appointment, he served as Assistant Fiscal Assistant
Secretary.

Mr. Taylor has received the Department's
Meritorious Service Award.

He is married to the former Carolyn Penn of
Washington, D. C. They have a son and four daughters
and reside in Lanham, Maryland.

o0o
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{INGTON, D.C. 20220 TELEPHONE 964-2041

FOR IMMEDIATE RELEASE August 19, 1976
RESULTS OF AUCTION OF 2-YEAR TREASURY NOTES
The Treasury has accepted $2,502 million of $4,292
million of tenders received from the public for the

2-year notes, Series Q-1978, auctioned today.

The range of accepted competitive bids was as

follows:
Lowest yield 6.59% 1/
Highest yield 6.69%
Average yield 6.67%

The interest rate on the notes will be 6-5/8%. At
the 6-5/8% rate, the above yields result in the follow-
ing prices.

Low-yield price 100.065
High-yield price 99.880
Average-yield price 99.917

The $2,502 million of accepted tenders includes 20%
of the amount of notes bid for at the highest yield and
$343 million of noncompetitive tenders accepted at the
average yield.

In addition, $414 million of tenders were accepted
at the average-yield price from Government Accounts and
Federal Reserve Banks for their own account and as agents
for foreign and international monetary authorities in ex-
change for notes maturing August 31, 1976 ($204 million),
and from Federal Reserve Banks as agents for foreign and
international monetary authorities for new cash ($210 million).

1/ Excepting 2 tenders totaling $510,000
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WASHINGTON, D.C. 20220 TELEPHONE 964-2041

R

August 23, 1976

FOR IMMEDIATE RELEASE

RESULTS OF TREASURY'S WEEKLY BILL AUCTIONS

Tenders for $2,600 million of 13-week Treasury bills and for $3,600 million
of 26-week Treasury bills, both series to be issued on August 26, 1976,
were opened at the Federal Reserve Banks today. The details are as follows:

RANGE OF ACCEPTED 13-week bills 26-week bills
COMPETITIVE BIDS: maturing November 26, 1976 maturing February 24, 1977

Discount Investment : Discount Investment
Price Rate Rate 1/ : Price Rate Rate 1/
High 98.692 a/ 5.118% 5.26% ¢ 97.288 5.364% 5.59%:
Low 98.686 5.1427 5.287% : 97.275 5.390% 5.62% -
Average 98.687 5.138% 5.287% : 97.280 5.380% 5.61Z/ﬁ
a/ Excepting 2 tenders totaling $710,000
| Tenders at the low price for the 13-week bills were allotted 85%.
Tenders at the low price for the 26-week bills were allotted 15%.
TOTAL TENDERS ‘RECEIVED AND ACCEPTED BY FEDERAL RESERVE DISTRICTS:
District Received ;l Accepted Received \ Accepted
Boston $ 42,020,000 $ 20,420,000 :$ 49,705,000 $ 9,605,000
New York 4,453,375,000 2,279,205,000 : 5,465,015,000 3,332,920,000
Philadelphia 22,055,000 20,840,000 : 8,600,000 8,175,000
Cleveland 29,885,000 29,495,000 : 113,995,000 13,995,000
Richmond 27,225,000 22,040,000 : 40,040,000 11,340,000
Atlanta 39,790,000 37,985,000 : 23,255,000 23,255,000
Chicago 277,445,000 67,405,000 : 519,170,000 60,070,000
St. Louis 44,700,000 22,250,000 : 38,110,000 13,110,000
Minneapolis 41,345,000 7,345,000 48,250,000 24,250,000
Kansas City 32,020,000 27,335,000 : 37,885,000 25,185,000
Dallas 42,220,000 17,220,000 : 28,960,000 15,960,000
San Francisco 327,025,000 50,660,000 : __ 311,440,000 63,190,000

TOTALSS5,379,105,000 $2,602,200,000 b/$6,684,425,000 $3,601,055,000c/

b/ Includes $ 362,545,000 noncompetitive tenders from the public.
.E/Includes $176,310,000 noncompetitive tenders from the public.
1/ Equivalent coupon-issue yield.

WS-1039



heDtpartmentof theTRfAsu R Y NJ EW%

GTON, D.C. 20220 TELEPHONE 964-2041

FOR RELEASE AT 4:00 P.M. August 24, 1976

- TREASURY'S WEEKLY BILL OFFERING

The Department of the Treasury, by this public notice, invites tenders for
two series‘of'Treasnr§ bills to the aggregate amount of $6,100 million , or
thereabouts, tofbe issued September 2, 1976, as follows:

91-day bills (to maturity date) in the amount of $2,500 million, or
thereabdﬁts, representing an additional amount of bills dated June 3, 1976,
and to matute December 2, 1976 (CUSIP No. 912793 C4 6), originally issued in
the amount of §3,503 million, the additional and original bills to be freely
interchangeable

182—day bills, for $3,600 million, or thereabouts, to be dated September 2, 1976,
and to mature March 3, 1977 (CUSIP No. 912793 E8 5).

Kl The bills will be issued for cash and in exchange for Treasury bills maturing
September 2, 1976, outstanding in the amount of $ 6,092 million, of which
Governnent"accdhnts.and Federal Reserve Banks, for themselves and as agents\of
foreign and internat1onal monetary authorities, presently hold $2,506 million.
These accounts may exchange bills they hold for the bills now being offered at

the average prices of accepted tenders.

The bills will be issued on a discount basis under competitive and non-
competitive bidding, and at maturity their face amount will be payable without
interest. Tbey.willAbe issued in bearer form in denominations of $10,000,
$15, 000 "’$5°o 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
one—thirty p- m., Eastern Daylight Saving time, Monday, August 30, 1976.

Tenders will not be received at the Department of the Treasury, 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 méy not be used.

Banking institutions and dealers who make primary markets in Government
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securities and report daily to the Federal Reserve Bank of New York their positions
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 bills applied for, unless the tenders are accompanied by an
express guaranty of payment by an incorporated bank or trust company.

Public announcement will be made by the Department of the Treasury of the
amount and price range of accepted bids. 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 $500,000 or 1less
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 or Branch on September 2, 1976, in cash or
other immediately available funds or in a like face amount of Treasury bills
maturing September 2, 1976. Cash and exchange tenders will receive equal treat-
ment. 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 consi&ered to
accrue when the bills are sold, redeemed or otherwise disposed of, and the bills
are excluded <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>