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Departmentof the [REASURY

FOR IMMEDUATE RELEASE May 2, 1977

RESULTS OF TREASURY'S WEEKLY BILL AUCTIONS

Tenders for $2,30l nillion of 13-week Treasury bills and for $3,306 million
of 26-week Treasury bills, both series to be issued on May 5, 1977,

were accepted at the Federal Reserve Banks and Treasury today. The details are
as follows:

RANGE OF ACCEPTED 13-week bills 26-week bills

COMPETITIVE BIDS: maturing August 4, 1977 : maturing November 3, 1977
Discount Investment f Discount Investment
Price Rate Rate 1/ " Price Rate Rate 1/
High 98.793 a/ 4.775% 4.90% : 97.462 5.020% 5.22%
Low 98.781 4.822% 4.95% : 97.444 5.0567% 5.267%
Average 98.785 4.807% 4.93% : 97.446  5.052% 5.26%

a/ Excepting 1 tender of $670,000

Tenders at the low price for the 13-week bills were allotted 72%.
Tenders at the low price for the 26-week bills were allotted 70%.

TOTAL TENDERS RECEIVED AND ACCEPTED
BY FEDERAL KESERVE DISTRICTS AND TREASURY:

Location Received Accepted : Received Accepted

Boston $ 34,605,000 $ 19,605,000 .$ 18,880,000 $ 3,880,000
New York 3,515,785,000 1,991,185,000 . 5,273,845,000 3,140,335,000
Philadelphia 33,980,000 30,050,000 5,620,000 5,085,000
Cleveland 35,480,000 35,480,000 17,690,000 7,690,000
Richmond 15,885,000 13,885,000 9,090, 000 6,090, 000
Atlanta 42,500,000 36,285,000 13,190,000 10,190,000
Chicaco 184,065,000 49,170,000 213,920,000 18,890,000
St. Louis 33,335,000 18,965,000 18,110,000 9,110,000
Minneapolis 24,555,000 9,055,000 22,240,000 7,240,000
Kansas City 39,010,000 38,325,000 39,345,000 28,345,000
Dallas 126,995,000 11,995,000 8,895,000 7,395,000
San Francisco 286,865,000 46,865,000 412,125,000 62,125,000
Treasury 30,000 30,000 55,000 55,000

TOTALS $%45373,090,000 $2,300,895,000 b/$6 053,005,000 $3,306,430,000 ¢/

b/Includes $ 309,200,000 noncompetitive tenders from the public.
¢/Includes $109,280,000 noncompetitive tenders from the public.

1/Equivalent coupon-issue yield.
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Departmentof the TREASLIRY

FOR RELEASE AT 4:00 P.M, May 3, 1977
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 $5,500 million, or
thereabouts, to be issued May 12, 1977, as follows:

91-day bills (to maturity date) in the amount of $2,200 million, or
thereabouts, representing an additional amount of bills dated February 10, 1977,
and to mature August 11, 1977 (CUSIP No. 912793 J5 6), originally issued in
the amount of $3,699 million, the additional and original bills to be freely
interchangeable.

182-day bills, for $3,300million, or thereabouts, to be dated May 12, 1977,
and to mature November 10, 1977 (CUSIP No. 912793 L2 0).

The bills will be issued for cash and in exchange for Treasury bills maturing
May 12, 1977. This offering will provide for a net pay-down for the Treasury
of about $900 million as the maturing issues are outstanding in the amount of
$6,405 million, of which Government accounts and Federal Reserve Banks, for
themselves and as agents of foreign and international monetary authorities,
presently hold $3,473 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 and from
individuals at the Bureau of the Public Debt, Washington, D. C. 20226, up to
1:30 p.m., Eastern Daylight Saving time, Monday, May 9, 1977. 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 ofifered must be expressed on the

basis of 100, with not more than three decima.s, 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 positicns
with respect to Government securities and borfowings 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 requnsible 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 Rank or Branch or at the Bureau of the Public Debt
on May 12, 1977, in cash or other immediately available funds or in a like
face amount of Treasury bills maturing May 12, 1977. 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, or
from the Bureau of the Public Debt.
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Department of the [REASURY

FOR IMMEDIATE RELEASE May 3, 1977
RESULTS OF AUCTION OF 6-3/4-YEAR TREASURY NOTES

The Treasury has accepted $2,750 million of the $6,001 million of
tenders received from the public for the 6-3/4-year 7-1/4% Notes,
Series A-1984, auctioned today. The range of accepted competitive
bids was as follows:

Price Approximate Yield
High 100.00 7.247
Low 99.76 7.29%
Average 99.81 7.28%

The $2,750 million of accepted tenders includes $ 879 million of
noncompetitive tenders and $1,871 million of competitive tenders
(including 67% of the amount of notes bid for at the low price) from
private investors.

In addition, $2,723 million of tenders were accepted at the average
price from Government accounts and Federal Reserve Banks for their
own account in exchange for securities maturing May 15, 1977,
($2,623 million) and from Federal Reserve Banks as agents for foreign
and international monetary authorities for new cash ($ 100 million).
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Department of the [REASURY

EMBARGOED FOR RELEASE
UNTIL 6:00 P.M. Remarks by
E.D.T. W. Michael Blumenthal
Secretary of the Treasury
Japan Society
Hotel Waldorf Astoria
May 4, 1977

Of the many issues of common interest and concern the
United States and Japan, I have chosen to speak this evening
on a single issue which equally affects both countries: our
relationship to the developing nations of the world.

This relationship is central to the resolution of one
of the most pressing problems of the last quarter of this
century - - the economic, social and political needs of the
developing nations, and the continuing tensions between
"North" and "South" and among the developed countries that
flow from these needs and from the demands of the poorer

countries.

The United States and Japan share a major responsibility
for responding to the developing countries. They represent
huge markets for the commodities and manufactured goods sold
by the developing countries. Both countries are major sources
of external capital, both public and private, for developing
nations. And both play major roles in shaping the world
economic system within which all nations must operate.

Without constructive policies by the United States
and Japan, the needs of the developing nations will not be
met, however effective their own economic policies. Their
frustrations, and the tensions they engender, will multiply.

Before considering the whys and hows of our development
policies, it is essential to note the diversity which dis-
tinguishes the developing world of the 1970s.. Brazil is not
India. Korea is not Bangladesh. Singapore is not Chad.

Indeed, there are at least two distinct sets of developing
countries. The more advanced, which have come to be known
the "Third World", are rapidly becoming an international
middle class. Their per capita incomes are still quite low
by our standards, but are generally above $500 and now
exceed $1000 in many cases. They have some modern manufacturing
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sectors, and indeed are effectively penetrating the markets
of the industrial countries in many product lines. Many
have attractive deposits of raw materials, and some are
agriculturally self-sufficient. They have made the first
major leap toward effective development, by rising above
grinding poverty and forming the base from which sustained
growth can proceed. Much of Latin America and the Middle
East, much of the Far East and some of Southeast Asia falls
into this category.

To be sure, these countries continue to face massive
problems. But their economic record is impressive -- with
growth rates that exceeded the targets of the First U.N.
Development Decade in the 1960s, strong trade gains including
an average growth of 25 percent in their exports of manufac-
tured goods, and a doubled share of world industrial output
within the last ten or so years.

In sharp distinction to this relatively successful
"Third World" is the "Fourth World" comprising 40 or so of
the poorest nations on earth. Most of South Asia and sub-
Saharan Africa and scattered countries elsewhere belong to
this group. These countries with about a billion people
have per capita incomes below $500, and frequently below
$200. In many of them, per capita incomes have been stagnant
throughout this decade. Some face seemingly insurmountable
problems -- an overwhelming press of population, lack of the
most basic economic infrastructure, rudimentary political
systems, overwhelming reliance on commodity exports -- or
even a single product and shortages of indigenous talent.

These enormous problems of the Fourth World are among
the most important challenges which face mankind in the
coming years.

It is crucial that the responses of the United States,
and Japan and the other industrial countries recognize the
sharply different characteristics and needs of these two
groups of developing countries.

The Third World needs primarily access to our markets.
It can afford to borrow on commercial terms -- but it needs
access to private capital to finance its balance of payments
deficits. It can use our technology and management skills--



but it needs access to them on terms which. are fair and
respect its national sovereignties. It can earn much of its
way in the world by selling abroad the goods it produces --
but it must have the opportunity to do so. It can continue
to reap sizable earnings from its commodity exports--but it
needs more stable markets to avoid disrupting its development
programs.

The Third world needs the market-related lending of the
World Bank and the regional development banks. But it does
not require concessional lending. It does not need, nor
would it even benefit from, other means of direct resource
transfer:

-— Generalized debt relief would almost certainly
impede the access to private capital it needs.

-- International compacts which sought to prop commodity
prices artificially would erode long-run demand for its
output.

-- Links between international monetary creation and
aid would lessen the stability of the international monetary
system.

In short, this new international middle class needs to
be brought increasingly into the international economic
system which has served the industrial world well for the
thirty years.

Aid to the fourth world, on the other hand, must still
focus on foreign assistance of all types: capital, technical
assistance, appropriate technology, and food aid. While
these countries can benefit from greater access to private
capital markets and rich-country markets for manufactured
goods, most of them are unable to take major advantage of
either.

I believe the United States must respond to these needs
rapidly, generously, effectively and cooperatively. We must
do so, first of all, for humanitarian reasons. Our basic
feelings as human beings and as Americans must impel us to
help and to give new hope to those who face lives of unre-
mitting deprivation and suffering.



Second, our economic interests compel us to help both
the Third and Fourth Worlds. Those countries have already
become markets for U.S. exports which account for one out of
every 15 American manufacturing jobs. Those countries
supply us with critical imports, including key industrial
raw materials. Their sales to us of manufactured goods,
while sometimes raising adjustment problems which require
direct governmental response, contribute to lower prices for
our consumers and help us fight inflation. These countries
are home to a quarter of our foreign direct investments and
are major clients of our private banks.

Third, our political and even security interests are
deeply entwined with the future of the developing world.

In part, this is simply because the issues related to their
development are central to the developing countries them-

selves. They place these matters at the top of their

foreign policy agendas. If we do not respond, we thwart

their fundamental purposes and make any constructive relationship
between us virtually impossible.

Development will not necessarily avert tension and
international conflict, but we know that an absence of
development will trigger frustrations which can only produce
conflict.

Thus the reasons for cooperation with the Third and
Fourth Worlds are compelling. They pose a challenge to the
United States and Japan, and indeed all who pride themselves
on membership in the "First World." They require both an
urgent response and a long-term commitment. They require
both money and difficult adjustments and, perhaps hardest of
all, understanding and patience. They point to an essential
area in which the United States and Japan simply must cooperate
to help construct an international society in which we can
both live comfortably now and in the years ahead.

But the specific policy responses of our two countries,
and indeed of the entire industrial world, must distinguish
clearly between rhetoric and reality.

Some of the policy measures which are the focus of
rhetoric both in our own countries and in the developing
nations themselves do not -- to put it bluntly-- address the
fundamental problems which I have outlined. The agenda for
the North-South Dialogue, as the formal discussions between
the developing and industrial countries are called, does not
even include the most critical issues in the economic
relationship between these two sets of countries.



To be sure the dialogue includes some important matters
-- the quest for greater stability in commodity prices, and
increases in resource transfers through both bilateral aid
and the multilateral lending institutions.

But what is much more important to the Third and Fourth
Worlds, indeed the single most important step we can take to
help them, is the adoption of a policy of strong, stable,
non-inflationary economic growth for our domestic economies.
Every additional percentage point of growth in the American
economy generates about half a billion dollars of additional
demand for imports from non-oil developing countries. Every
additional percentage point of Japanese growth generates
about $200 million of such additional demand.

When unemployment is high, it becomes much more difficult
to resist the inevitable pressures to raise barriers to
imports -- especially to imports from "low wage" countries.
When budget deficits are high, because revenues are cut by
low growth and expenditures must be increased to generate
more growth, it is harder to win public support for foreign
assistance programs.

A special responsibility for achieving strong growth in
the developed countries rests on the United States and
Japan. We are not only the two largest economies in the
non-Communist world. Along with Germany, we are the strongest
and most stable economies with inflation rates that, though
still too high, are well under control. And we have external
positions which permit us to undertake some degree of internal
expansion. The United States expects to meet its growth
targets for 1977, and we hope that Japan will meet its
announced target of 6.7 percent economic growth and a current
account deficit of $700 million. Achievement of these
targets is vitally important for both countries.

Second, only to stable economic growth, in terms of its
importance to the developing countries, are our trade
policies. The developing countries, particularly those of
the Third World, must have adequate access to the markets of
the industrial nations. Few if any of their economies
provide sufficient scope for scales of production adequate
to develop truly efficient operations. Even the development
of regional markets, which we support, is seldom adequate



for this purpose. Hence, they must export to achieve the
needed economies. The only alternative is import substitution,
whose weaknesses were amply demonstrated in earlier decades.
But if developing countries are to adopt the export-oriented
strategies which have proven so successful in case after

case, the maintenance of open international markets must be
assured.

To support this objective, the United States continues
to reject restrictive solutions to international trade
problems. President Carter refused to adopt widespread
controls on the import of shoes, for example, an important
part because the foreign exchange earnings from shoe exports
are so important to many developing countries. The United
States will maintain a trade policy which takes full account
of the concerns of such countries.

A third area of great importance to the outlook for
development is the health of the international monetary
system. That system has been remarkably resilient, and
continues to underpin a dramatic growth in international
trade and investment --- growth which is of great benefit to
developing, as well as industrial nations. In all candor,
however, we must recognize that the monetary system now
faces important problems: the continued huge deficits
forced on the non-OPEC countries, as a group, by the sharp
rise in oil prices, and the resultant sharp increase in the
role played by private bank lending in financing those
deficits.

We are seeking to deal with these problems promptly and
decisively. Our own energy program will help reduce the
imbalance between OPEC and the rest of the world. Our own
more rapid economic growth, and hopefully that of Japan and
Germany as well, will share out the OPEC-induced deficits in
ways which permit more stable financing patterns to energy.
We support the stabilization efforts of deficit countries,
both directly and through the IMF, to the same end. And we
strongly support the several efforts of the IMF to assure
adequate official balance of payments support, particularly
through the creation of the supplementary lending facility
proposed recently by its Managing Director. Such measures
are needed to buttress and stabilize the private lending
networks.
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But a sizable imbalance between oil exporters and
importers will remain for years to come. This imbalance
hampers the development of the poorer countries because it
is they that have been hit hardest by the actions of OPEC.

Clearly, we must all move together toward resolving the
fundamental problem of international payments balance if we
are to deal effectively with all of the individual economic
problems which I am discussing tonight.

All of these steps relate indirectly, rather than
directly, to the needs and desires of the Third and Fourth
Worlds. Yet it is our own firm conviction that they can,
and must, lie at the heart of "North-South relations." For
the South can progress only if economic growth in the North
is stable and dynamic; only if the North remains devoted to
an open world trading system; and only if the international
monetary system, for which the North continues to bear a
primary responsibility functions effectively. The United
States is committed to all of these objectives itself, and
will continue to work with Japan and other like-minded
industrial countries to fulfill those commitments.

In addition, there are many steps we can take to deal
with economic issues that are more specific to the developing
countries and are on the North-South agenda in Paris and
elsewhere. The Administration has indicated that it is
open-minded about the possibility of negotiating international
compacts for the purpose of stabilizing commodity prices
around market trends, and has already entered into such
negotiations on sugar. We are likewise open-minded about
agreeing on some kind of "common fund" which will link the
buffer stock financing mechanism of individual commodity
agreements, once such agreements are in place. We are
seeking significant increases in U.S. aid -- a 30 percent
rise in appropriations for Fiscal Year 1978. In December,
1975, the United States agreed with other IMF members to a
sharp expansion of lending through the IMF's Compensatory
Finance Facility to stabilize the export earnings of the
developing countries. In 1976 the Facility extended credits
totaling $2.7 billion, more than in its entire 13 years of
previous existence.

These measures are important and we are working hard on
all of them but they pale in importance compared with the
issues of growth, trade, and monetary stability on which I
have already focused.



In the effort for development, progress has been made
but much more remains to be done. As we gird for the long
haul, we should ask ourselves three questions. First is the
traditional question: Are we doing enough? But even more
important may be the second question: Are we doing the right
things? And, perhaps of greatest importance for the long
run: What are we asking in return? I do not pretend to
have full answers to these questions tonight, but let me
suggest themes which might underlie the response-- focusing
on the relative roles of the United States and Japan today.

Trade is clearly one of the key areas where we need to
do more, both quantitatively and qualitatively. The United
States now takes about 23 percent of all its imports from
non-OPEC developing countries. Over 20 percent of all it
manufactured imports comes from non-OPEC developing countries.
And almost half of all United States imports from non-OPEC
developing countries consist of manufactured goods.

By contrast, Japan imports very little from the non-oil
developing countries except raw materials and food. 1Its
imports. of manufactured goods from them, which are particularly
critical for developing countries' growth, are extremely
small. In 1976 they totaled $2 billion, representing 9.2
percent of total Japanese imports from developing countries.
This in turn reflects the fact that only 13 percent of
Japan's total imports are manufactured goods, compared with
54 percent for the United States. Recognizing the structural
difference in the two economies, we believe that Japan can
make a greater contribution to helping expand the developing
countries sales of manufactured goods.

The current limits of Japan's demand for manufactured
goods imports, coupled with its own traditional strong
export orientation, have produced sizable current account
surpluses for Japan in eight of the last ten years. These
surpluses have two adverse effects on the developing countries
against the background of the OPEC surpluses: they increase
the size of the current account deficits which the developing
countries must run as a share of the total non-OPEC current
account deficit. And they make it more difficult for the
developing countries to penetrate world markets.



Much attention has been paid in recent months to the
contribution which elimination of Japan's current account
surpluses could make to improving Japan's relations with the
United States and other industrial nations. I would submit
tonight that such a development in Japan's payments position
may be even more important for the future outlook for the
developing nations.

Japan needs to demonstrate to the world that it wants
to increase imports -- that it recognizes the contribution
which can be made to its own long run welfare as well as to
the world. Visible steps to create a more hospitable climate
for imports would reduce the risk of actions by other nations
to limit imports from Japan. Such steps would reduce the
risks of worldwide protectionism.

It is clear that Japan shares our concern on this

score. So we must move forward together to assure vigorous
growth in our economies, to accept our shares of the OPEC-
induced current account deficits, to avoid export surges
which disrupt others markets, to provide markets for the
products -- especially the manufactured products -- of the
developing countries. In addition, we must work together in
the multilateral trade negotiations to reduce trade barriers,
especially barriers to sales by the developing countries.

Beyond material help, Japan can provide a source of
inspiration for the development process. For postwar Japan
is, after all, the most stunning economic development success
story of all time. Its per capita income rose from $200 in
the early 1950s to $4,900 in 1976-- a level well above that
of Britain or Italy.

It took masterful advantage of an open world market to
develop economies of scale, and to draw in capital and
technology to fuel the tremendous talents and hard work of
its people. We in the rest of the world can be proud of our
contribution to that process, both by keeping our markets
open for Japan and by bringing Japan increasingly into the
central councils of international economic management.
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As we look to the future, similar sharing of rights and
responsibilities will be necessary. As countries graduate
from the Third World to the First, they too must accept the
responsibilities which go with such a transition -- opening
of their own markets, avoidance of misaligned exchange
rates, assurance of foreign access to their supplies of
agricultural products and industrial raw materials, and
provision of aid to those who lag behind. It is not too
soon to begin thinking of how its process should work, as
others emulate the brilliant success of Japan over the past
quarter

By the year 2000, there can be many "new Japans"--if
the United States, Japan and the other industrial countries
adopt farsighted policies to permit and support this transition.
Today's Fourth World may not progress so far so fast, but it
too can make rapid gains if its own policies, and ours in
response, are well conceived now.

o0o



Department of the T[REASURY

For Release at 6 PM EDT
May 4, 1977
BLUMENTHAL ADDRESSES JAPAN SOCIETY

Secretary of the Treasury W. Michael Blumenthal proposed
tonight a new collaborative approach by the United States and
Japan, along with the other industrialized countries, to the
problems of the developing nations -- which he characterized
as "one of the most pressing problems of the last quarter of
this century." Secretary Blumenthal, in remarks before the
Japan Society in New York, noted that the progress of the more
advanced of the developing countries -- the "Third World," as
opposed to -the poorest countries of the "Fourth World" -- had
been "impressive," but that the needs of all developing countries
remained immense and continued to require outside help.

Secretary Blumenthal noted that the issues which were most
important for the economic understanding between the industrial-
ized and developing nations were not those on the agenda of the
"North-South dialogue" now being held in the Conference on
International Economic Cooperation (CIEC), United Nations
Conference Trade and Development (UNCTAD), and other international
fora. These discussions tended to focus on such matters as
commodity trade, debt relief, and levels of foreign aid. Much
more important, according to the Secretary, were rates of economic
growth in the industrial countries, avoidance of trade barriers

by those countries, and continued stability of the international
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monetary system. Secretary Blumenthal noted that the United
States was making a major contribution to devélopment in the
poorer countries through its actions on all of these issues.

Blumenthal urged Japan, and other industrialized countries,
to adopt similar steps in order to help improve the outlook
for the developing countries. He hoped that Japan would achieve
its economic growth target stated in 1977. He stressed the need
for Japan to take its share of the balance of payments deficits
forced on the rest of the world by the huge OPEC surpluses,
rather than continuing to run sizable surpluses of its own.
Blumenthal pointed to the relatively small share of Japan's
imports which comprised manufactured goods, the export of which
is critical to the economic health of the more advanced
developing countries.

He noted that the "stunning" development of postwar Japan
provided an example of what could be done in a world of
international economic cooperation, and urged Japan to join
both the United States and others to provide such an environ-

ment for the Third and Fourth Worlds of today.
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Departmentof the [REASLIRY

FOR IMMEDIATE RELEASE May 4, 1977

RESULTS OF AUCTION OF 29-3/4-YEAR TREASURY BONDS
AND SUMMARY RESULTS OF MAY FINANCING

The Department of the Treasury has accepted $1,000 million of the
$2,673 million of tenders received from the public for the 29-3/4-year
7-5/87% Bonds of 2002-2007, auctioned today. The range of accepted
competitive bids was as follows:

Approximate Yield

To First Callable To
Price Date Maturity
High - 98.54 l/ 7.767% 71.75%
Low - 98.13 7.79% 7.78%
Average - 98.25 7.78% 7.777%

The $1,000 million of accepted tenders includes $127 million of
noncompetitive tenders and $873 million of competitive tenders
(including 31% of the amount of bonds bid for at the low price) from

private investors.

In addition, $900 million of tenders were accepted at the average
price from Govermment accounts and Federal Reserve Banks for their own
account in exchange for securities maturing May 15, 1977.

1/ Excepting 2 tenders totaling $9,000

SUMMARY RESULTS OF MAY FINANCING

Through the sale of the two issues offered in the May financing, the
Treasury paid down approximately $ .4 billion of the $7.9 billion of
securities maturing May 15, 1977. The following table summarizes the

results:

New Offerings

7-1/4% 7-5/8% Nonmar-

Notes Bonds ketable Maturing

2-15-84  2-15-02- Special Securities Net

2007 Issues Total Held Pay-dowr

Public.......... e $2.8 $1.0 $ - $3.8 $4.3 $ -5
Government Accounts
and Federal Reserve
Banks ................. 2.6 9 01 306 3 b -
Foreign Accounts for
CaSh.o.-oo.o.ooooo..oo ol - - 'l - ('1)
B-2091oTAL $5.5 4.9 $ .1 $7.5  $7.9 $ .4

Details may not add to total due to rounding.



Department of the [REASURY

Contact: Stanley L. Sommerfield
376-0395

FOR IMMEDIATE RELEASE, MAY 5, 1977

Under Secretary of the Treasury Bette B. Anderson
announced today that the Treasury Department has made
satisfactory arrangements with Canada to permit the
importation under the Rhodesian Sanctions Regulations of
all specialty steel mill products from Canada.

In discussions with Treasury on May 3, Canadian
representatives described the measures currently in force
in Canada to implement the United Nations Sanctions barring
imports of Rhodesian chrome materials. Laboratory testing
of Canadian imports of ferrochrome from South Africa veri-
fies that such imports do not originate in Rhodesia.

Treasury and Canadian representatives worked out the
provisions of a proposed certificate of origin agreement
which Treasury anticipates will be concluded with Canada in
the near future. The agreement will set out the provisions
which assure that imports of chrome-bearing specialty steel
mill products from Canada do not contain Rhodesian chrome.

These arrangements satisfy the certification require-
ments of Public Law 95-12, repealing the Byrd Amendment.

# 4 %
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Contact: L.F. Potts
Extension: 2951
IMMEDIATE RELEASE May 5, i977

TREASURY ANNOUNCES FINAL
COUNTERVAILING DUTY DETERMINATION ON
IMPORTS OF CERTAIN FASTENERS FROM JAPAN

The Treasury Department announced today its final
determination to impose countervailing duties on imports
of nuts and bolts from Japan. At the same time it ruled
that imports of screws from that country would not be
countervailed because the subsidy is inconsequential.

Notice to this effect will be published in the Federal
Register of May 6, 1977.

Under the Countervailing Duty Law the Treasury Secretary
is required to assess an additional Customs duty that is
equal to a "bounty or grant" (subsidy) found to be paid
on imported merchandise. The investigation of certain
fastener imports from Japan revealed that the industry
receives export subsidies in the form of overseas pro-
iwotional assistance from the Government agency, JETRO,
znd tax deferrals on export earnings in the form of interest-

free loans.

The resulting subsidy of .2% of the good's value
would be considered de minimis or legally too inconsequential
to warrant a countervailing duty. However, regular custons
duties of .1l¢ per pound on bolts and .2¢ per pound on nuts are
proximate in size to the subsidy. On this basis alone the
Treasury countervailed these items. For screws, which have
a regular duty of 9.5%, the subsidy is considered
insignificant.

Imports of nuts and bolts from Japan were approximately
$100 million in 1976. Screw imports from that country for
the same year were $37 million.
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FOR IMMEDIATE RELEASE MAY 6, 1977

MEMORANDUM TO CORRESPONDENTS

Attached for your information is the Joint
Communique on the Third Session of the U.S. - Saudi
Arabian Joint Commission on Economic Cooperation.
The Joint Commission was co-chaired by Secretary of
the Treasury W. Michael Blumenthal and Saudi Arabian
Minister of Finance and National Economy Muhammad

Ali Abalkhail in Washington, D. C. on May 3 - 4, 1977.
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JOINT COMMUNIQUE
ON THE THIRD SESSION OF THE U.S.-SAUDI ARABIAN
JOINT COMMISSION ON ECONOMIC COOPERATION

Washington, D.C.

May 3-4, 1977

The United States-Saudi Arabian Joint Commission on
Economic Cooperation concluded its third formal session
today with major attention given to new ways in which
the Joint Commission can assist in carrying out programs
for the economic and social development of Saudi Arabia.
The two days of discussion affirmed the special importance
each country places on strengthened bilateral economic
cooperation.

The Joint Commission evaluated progress on its many
program activities with special emphasis on those projects
undertaken since the last Commission meeting in the areas
of vocational training, electrical services and procure-
ment and the establishment of a National Park in the
Kingdom. At the meeting, new agreements were signed and
understandings reached in the areas of desalination
technology, consumer protection, executive development,
and the establishment of an economic information center.

The United States-Saudi Arabian Joint Commission on
Economic Cooperation was established in accordance with
the joint statement issued by Crown Prince Fahd and
former Secretary of State Kissinger on June 8, 1974. The
Joint Commission meeting, held in Washington, May 3-4,
1977, was chaired by Secretary of the Treasury W. Michael
Blumenthal. Minister Muhammad Ali Abalkhail, Minister
of Finance and National Economy and Chairman for the
Saudi side of the Commission, led the Saudi Arabian dele-
gation. Mr. Ali Abdullah Alireza, the Saudi Arabian
Ambassador to the United States, also participated in the
meetings.

Also attending as delegates for Saudi Arabia were:
Dr. Mansoor Alturki, Deputy Minister of Finance and Saudi
Coordinator of the Joint Commission; Mohammad Al-Fayez,
Deputy Minister of Labor and Social Affairs; Abdullah
Muhammad Alireza, Deputy Minister of Foreign Affairs;
Yousif al-Hamdan, Deputy Minister of Commerce; Mohammed
Saadi, Deputy Minister of Agriculture and Water; Faisal
al-Bashir, Deputy Minister of Planning; and Rida Obaid,
Head of the Saudi Arabian National Center for Science
and Technology.
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Also members of the Saudi delegation were: Mohammed
Dhalaan, Director General of Training, Ministry of Labor
and Social Affairs; Mohammed Daries, Deputy Director,
International Economic Relations, Ministry of Finance and
National Economy; and Abdalla al-Amille, Deputy Joint
Economic Commission Coordinator.

The American delegation included Richard Cooper,
Under Secretary of State for Economic Affairs, C. Fred
Bergsten, Assistant Secretary of the Treasury for Inter-
national Affairs and U.S. Coordinator of the Joint
Commission, Lewis W. Bowden, Treasury Deputy for Saudi
Arabian Affairs, and John P. Hummon, Director of the U.S.
Representation to the Joint Commission in Riyadh.

Other members of the American Delegation were: Bonnie
Pounds, Director, Office of Saudi Arabian Affairs, Treasury
Department; G. William Moser, Deputy Director, Office of
Saudi Arabian Affairs, Treasury Department; Quentin West,
Administrator, Economic Research Service, Department of
Agriculture; Frank A. Weil, Assistant Secretary-Designate
for Domestic and International Business Activities, Commerce
Department; Dr. James F. Dickson, Acting Assistant Secretary
for Health, Department of Health, Education and Welfare;
Richard R. Hite, Deputy Assistant Secretary for Policy,
Budget and Administration, Interior Department; Howard
Samuel, Deputy Under Secretary for International Affairs,
Labor Department; Harvey Averch, Acting Assistant Director,
Scientific, Technological and International Affairs Direc-
torate, National Science Foundation; Peter Mollica, Assist-
ant to the Acting Administrator, General Services Adminis-
tration; and Chester Davenport, Assistant Secretary for

Policy, Plans and International Affairs, Department of
Transportation.

Meetings were also held outside the framework of the
Joint Commission with Treasury and State Department
officials, and calls were paid by the Saudi Finance Minister
on Vice President Walter F. Mondale, Secretary of State
Cyrus R. Vance, Office of Management and Budget Director
Thomas B. Lance, Assistant to the President James R.
Schlesinger, and Chairman of the Federal Reserve Board
Arthur F. Burns. These meetings provided an opportunity
for a review of the multiple aspects of our bilateral
relationships, as well as discussions on the global finan-
cial and economic situation. These sessions also served
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to reinforce the feelings of friendship and cooperation
which have long existed between the two countries and the
importance which each attaches to movement toward a just
and lasting peace in the Middle East.

Other members of the Saudi Arabian Delegation took
advantage of their two-day stay in Washington to carry
out extensive consultations with those United States
Government agencies involved in programs in Saudi Arabia.
These consultations were found to be useful in terms of
promoting better mutual understanding about project con-
tent and implementation, in acquainting the Saudi Delegation
at first hand with Washington-based personnel and other
project-related resources, as well as in providing the
occasion to exchange ideas about potential future projects.

The United States and Saudi Arabia agreed that the
United States should continue to play a major role in the
development of key sectors of the Saudi economy and expressed
strong interest in promoting increased mutual trade and
private business.

The Commission noted the substantial progress which
has taken place since the last meeting in undertaking
project activities and in recruitment of technicians for the
various programs. At present there are approximately 95
U.S. professionals in the Kingdom working on Joint Commission
projects in the four major program areas: agriculture and
water, industry and electrification, science and technology,
and manpower and education. These projects are financed
by the Saudi Arabian Government through the Trust Account
in the U.S. Treasury Department.

INDUSTRIALIZATION AND RELATED PROJECTS

Acquisition of Electrical Power Equipment

In November 1975 a $57.6 million project agreement
was signed involving the procurement of electrical equipment,
together with warehousing and other required supplies and
services. Nearly all of that equipment has been received in
Saudi Arabia and the three warehouses are essentially com-
plete. 1In addition, some of the generators are now being
installed at three locations in the Kingdom using U.S.
contractors for this purpose.

Another Joint Commission program of procurement has
been agreed upon for the Saudi Consolidated Electric
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Company, an entity handling electrification in the Kingdom's
Eastern Province, with an initial order of $14 million of
equipment. Discussions also were held during the Commission
meeting about further purchases of electrical equipment, in
the United States, possibly reaching as much as $100 million.

Electrical Services Project

At the second Joint Commission meeting in 1976 an
agreement was reached that the U.S. Treasury would contract
with a U.S. firm to prepare a comprehensive 25-year electri-
fication program and to provide advisory assistance on the
day-to-day operational problems associated with Saudi
Arabia's rapidly expanding demands for power. A contract
was signed within a few months after the Joint Commission
meeting with a U.S. firm which for several months has had
a full team in the field working on this program. A brief
report was given on the progress of these activities at
the Joint Commission meeting.

Under Joint Commission auspices, an American firm is
establishing a training program for mid and senior level
managers in electric utilities, for the Saudi Ministry of
Industry and Electricity and its General Electricity
Organization.

Statistics and Data Processing

The Commission received a report on the technical
cooperation program under which the U.S. Bureau of the
Census has been assisting the Saudi Arabian Central Depart-
ment of Statistics and National Computer Center in achieving
an effective statistics and data processing capability.
Twenty U.S. project personnel are now permanently stationed
in Riyadh. An important supporting element of this project
1s an on-going program to provide selected Saudi officials
with mid-career professional training.

Highway Project

It is expected that a project agreement will be signed
shortly between the United States and Saudi Arabia covering
U.S. technical cooperation in the area of highway system
planning, construction, and maintenance. The six-year pro-
gram will be directed toward development of an expanded
highway system with emphasis on an expressway network con-
necting major Saudi cities. The U.S. Federal Highway
Administration 1is initially to place a twelve-man team in the

Saudi Ministry of Communications for a two-year period.
In addition, extensive training will be provided selected
Saudi personnel in the U.S.



Industrial Inventory

The possibility of an industrial inventory being
undertaken for the Kingdom was discussed. It was noted
that this proposed project was under review in the Ministry
of Industry and Electricity and would be given careful
consideration by the Joint Commission.

SCIENCE AND TECHNOLOGY

Science and Technologi;Center

There were discussions on the Saudi Arabian National
Center for Science and Technology. The two countries
look toward the implementation of a wide variety of
activities intended to develop the Kingdom's scientific
resources in a manner responsive to its economic and
social goals.

Standards

The Joint Commission is exploring the possibility of
a joint U.S. Government-private industry team to assist
in developing the Kingdom's industrial and food standards.
This follows visits by experts from the U.S. National
Bureau of Standards and the Food and Drug Administration
to study the needs of the Saudi Arabian Standards
Organization.

Telecommunications

It was announced that the U.S. Department of Commerce's
Office of Telecommunications has completed a high-frequency
computer-modeling study for the Saudi Ministry of Informa-
tion. This work, which was reviewed and discussed last
month during a visit to the United States by Ministry
officials, came about as a response to one of a number of
recommendations for up-grading the capability of the
Ministry in the area of radio and television broadcasting.
The two governments are considering the assignment of one
or more U.S. technical advisors to the Ministry of
Information.
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INFORMATION

Financial Information Center

An agreement was signed at the Joint Commission meet-
ing for the establishment of an Information Center in the
Saudi Ministry of Finance and National Economy. This
Center is to expand the Ministry's present information-
gathering analysis capabilities through provision of U.S.
information specialists and economists and the development
of a modern Information Center complex. It is planned
that an initial staff will be recruited shortly and that
architectural and engineering work will begin at an early
stage.

MANPOWER AND EDUCATION

Vocational Training and Construction

The Joint Commission heard a report on the accomplish-
ments of a team of 18 staff members from the U.S. Department
of Labor working at the Saudi Ministry of Labor and Social
Affairs to improve vocational training programs. Plans are
underway for the Joint Commission through the U.S. Depart-
ment of Labor and the U.S. General Services Administration
to provide design and construction for ten new vocational
and pre-vocational centers and for the expansion of 15
existing centers.

Twenty-three prospective Saudi vocational training
instructors arrived in the U.S. last month to begin instruc-
tor training. A group of 20 instructor trainees have been
in training in the U.S. for the past year and will complete
their training by September.

Consumer Protection

An agreement was signed at the Joint Commission meeting
under which the U.S. Departments of Treasury and Health,
Education and Welfare will support the Saudi Ministry of
Commerce in equipping and staffing its new Consumer Protec-
tion Laboratory in Riyadh and in providing its Consumer
Protection Department with other related services.
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AGRICULTURE, WATER AND LAND MANAGEMENT

Specialists in Agriculture and Water

The Joint Commission reported that there are 28 U.S.
professionals working in the Saudi Ministry of Agriculture
and Water in a variety of fields, including: water re-
sources, Central Research Laboratory, project execution and
planning, economic analysis, soils surveys, park development,
and agricultural engineering. A very important element in
this project is the work at the Central Research Laboratory.
U.S. specialists are working with a number of Saudi Ministry
employees to speed the development of this institution which
will have primary and overall responsibility for agriculture
research within the Kingdom.

Desalination

A project agreement was signed at the Joint Commission
meeting for joint efforts between the U.S. Department of
Interior and the Saudi Saline Water Conversion Corporation
in establishing a Desalination Research Development and
Training Center in Jidda and a related research program.
The projects are to lead to the production of a new genera-
tion of multistage flash desalting plants using the latest
technology.

Kingdom Park

The Joint Commission reported that architectural and
engineering work is underway by a private U.S. firm on the
development of a Kingdom Park in the Asir region, located
in the southwestern part of the Kingdom. It is expected
that the design phase will be completed within a year and
park construction completed within three years. The U.S.
National Park Service will monitor the development of the
park area.

Agricultural Research Stations

Fruitful discussions were held on the continuation of
a program to establish two agricultural research stations
in Saudi Arabia with the assistance of the Montana Inter-
national Trade Commission. Two Montana specialists would
work in the Ministry of Agriculture's Central Research
Laboratory to develop future program requirements and
carry out research at the two sites.
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Development of Agricultural Areas

Useful discussions were held regarding Saudi plans
for developing the agricultural potential of the Wadi
Dawasir area in southwest Saudi Ardbia. It was announced
that a soil survey of the area would soon be underway and
that a Ministry of Agriculture and Water task force studying
various means of developing the area would be making recom-
mendations in the near future.

Outdoor Recreation Parks

A discussion of Saudi Arabian Government interest in
the creation of municipal parks and outdoor recreation
areas resulted in agreement that the Bureau of Outdoor
Recreation, U.S. Department of Interior, would furnish a
specialist for a short-term assignment.

OTHER POTENTIAL PROJECTS

Archaeology

The two governments noted that preliminary discussions
about cooperative projects in the areas of archaeology,
cultural heritage, and historic architectural preservation,
have taken place between the U.S. Department of Treasury
and the Department of Antiquities and Museums in the Saudi
Ministry of Education. Both sides indicated their support
for the development of projects in these areas, as well as
for the channeling of U.S. technical and scientific assist-
ance necessary for the establishment and growth of an
effective museum system.

Centralized Procurement Agency

It was agreed that a team of experts from the General
Services Organization would go to Saudi Arabia in early
May to advise on the feasibility of creating a Saudi General
Services Administration which would permit centralized
procurement.

Customs Assistance

It was agreed by the Saudi Ministry of Finance and
National Economy and the U.S. Department of Treasury to
cooperate in the area of customs operations and training.
An agreement is expected to be signed shortly which will
involve the assignment of short and long-term specialists
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in the Saudi Department of Customs to assist in upgrading
and expanding the Department's capabilities. Also, training
programs for Saudi officials will be provided in the United
States and in Saudi Arabia.

Sister Cities

The two delegations discussed the Joint Commission's
participation in the establishment of a Sister City Program
for Saudi Arabia. Activities under such programs tradi-
tionally have centered on cultural and educational exchanges
as well as mutual visits by city officials.

Executive Development Program

In order to enhance and deepen mutual understanding
between the people of Saudi Arabia and the U.S., the two
governments discussed a program for Executive Development.
Under this program, a small number of Saudi Arabian public
servants would travel to the United States to meet with a
wide variety of American Government and industrial leaders
and visit a cross section of American government, commercial
and research activities.

OVERALL ASSESSMENT

The Commission considered the results of its third
session to have been most useful. It noted that the under-
standings and project agreements entered into are positive
and constructive contributions to the strengthening of U.S.-
Saudi Arabian bilateral economic and commercial relationships.

The Commission commended all participating departments
and agencies on both sides for their energetic efforts to
date and directed them to continue in their exploration of
possible new areas of cooperation.

The co-chairman agreed to hold the next Joint Commission
meeting in Riyadh early in 1978.

Washington, D. C.
May 4, 1977
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FOR RELEASE AT NOON
MAY 6, 1977

TREASURY ANNOUNCES TEMPORARY PROCEDURES GOVERNING IMPORTS
FROM SPECIALTY STEEL-PRODUCING NATIONS

The Department of the Treasury announced today a temporary
procedure that will govern imports from specialty steel-producing
countries of certain ferrochrome and specialty steel products to
the United States under the Rhodesian Sanctions Regulations as
amended pursuant to the recent Congressional action prohibiting
importation of Rhodesian chrome.

The Treasury Department has been discussing certification
procedures with the specialty steel-producing countries under
which these countries will issue special certificates of origin.
The temporary arrangement will be effective until June 18, 1977,
to enable necessary foreign administrative and legislative
procedures for issuance of the special certificates to go forward.
The interim arrangements are intended to prevent disruption of
trade pending conclusion of these special certification agree-
ments.

The temporary procedures will permit the entry on or before
June 18, 1977 of certain ferrochrome and specialty steel mill
products on a case-by-case basis if: (1) the Director of Foreign
Assets Control receives a certificate from the producer that the
products were in shipment or in inventory for shipment to the
United States on March 18; or (2) the producing country certifies
to the Director that under its laws enforcing the United Nations
sanctions against Rhodesia, the products do not contain chromium
of Rhodesian origin.

o0o
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Contact: J. C.
Extension: 295
FOR IMMEDIATE RELEASE May 6, 1977

TREASURY ANNOUNCES PRELIMINARY COUNTERVAILING DUTY D¢
ON CORDAGE FROM THE REPUBLIC OF KOREA

The Treasury Department announced today its prelimi-
nary determination that cordage of man-made fibers measuring
3/16 inch or over in diameter from the Republic of Korea
is not being subsidized.

The Department's decision, taken under the Counter-
vailing Duty Law, will be published in the Federal Register
of May 9, 1977.

The Countervailing Duty Law (19 U.S.C. 1303) requires
the Treasury Secretary to collect an additional customs
duty that equals the size of a "bounty or grant" (subsidy)
which is paid on imported merchandise. The law requires
that the Secretary make a preliminary determination within
6 months after receipt of an acceptable petition and a
final determination within 12 months. A final decision
in this case must be made by October 28, 1977.

Treasury's investigation revealed that certain
practices of the Government of the Republic of Korea with
respect to exports of cordage constitute bounties or grants
but that the benefits received are legally de minimis or
too insignificant in size to have any effect. Accordingly,
a preliminary negative determination was reached.

Imports of Korean cordage of man-made fibers measuring
3/16 inch or over in diameter were valued at approximately
$500,000 during calendar year 1976.
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FOR 1:MEDIATE RELEASE May 9, 1977

RESULTS OF TREASCRY'S WEEKLY BILL AUCTIONS

Tenders for $2,201 million of 13-week Treasury bills and for $3,300 mil'ion
of 2o-week Treasury bills, both series to be issued on May 12, 1977,
were aocepred at the Federal Reserve Banks and Treasury today. The details arve
as follows:

1 RANGE OF ACCEPTED  13-wesk bills : 26-week bills
COMPETITIVE BIDS: maturing August 11, 1977 : maturing November 10, 1977
Discount Investment f Discount Investment
Price Rate Rate 1/ ° Price Rate Rate 1/
High 98.789 4.7917% 4.927 1 97.414 5.115% 5.32Y
Low 98.777 4.8387% 4.97% 297.401 5.141% 5.35%
Average 98.781 4.8227% 4.95% 2 97.406 5.131% 5.347

Tenders at the low price for the 13-week bills were allotted 60%.
Tenders at the low price for the 26-week bills were allotted 27%.

TOTAL TENDERS RECEIVED AND ACCEPTED
BY FEDERAL KESERVE DISTRICTS AND TREASURY:

Location Received Accepted : Received Accepted

Boston $ 29,145,000 $ 24,145,000 :$ 22,970,000 $ 10,970,000
New York 3,582,655, 000 1,822,510,000 5,116,570,000 3,098,820,000
Philadelphia 22,140,000 22,140,000 5,385,000 5,020,000
Cleveland 33,850, 000 33,770,000 63,560,000 13,560,000
Richmond 19,500, 000 17,100,000 47,310,000 9,310,000
Atlanta 23,930,000 21,430,000 12,585,000 11,920,000
Chicago 162,385,000 78,365,000 211,490,000 67,835,000
St. Louis 32,595,000 23,730,000 29,880,000 18,880,007
Minneapolis 31,100,000 29,100,000 36,510,000 11,510,000
Kansas City 26,765,000 26,240,000 20,080,000 13,935,000
Dallas 36,720,000 26,720,000 14,490,000 10,990,000
San Francisco 444,815,000 75,815,000 481,900,000 27,600,000
Treasury 55,000 55,000 40,000 40,000

TOTALS $4,445,655,000 $2,201,120,000 at $6,062,770,000 $3,300,390,000%/

a/ Includes $290,055,000 noncompetitive tenders from the public.
b/ Includes $142,800,000 noncompetitive tenders from the public.

"1/Ecuivalent coupon-issue yield.
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Contact: L.F. Potts
Extension: 2951
May 10, 1977

FOR IMMEDIATE RELEASE

TREASURY ANNOUNCES WITHHOLDING OF APPRAISEMENT
ON RAILWAY TRACK MAINTENANCE EQUIPMENT FROM AUSTRIA

The Treasury Department said today that is suspending
appraisement of railway maintenance equipment imported from
Austria and will determine by November 10, 1977, whether it is
being sold at less than fair value within the meaning of the
Antidumping Act.

The Department reopened an antidumping investigation of
imports of Austrian railway track maintenance equipment in
November 1976, after receiving information that price assurances
from the manufacturer were being violated. An earlier investi-
gation ended in March 1972, when the Treasury Department was
given satisfactory price assurances.

Under the Antidumping Act, the Secretary of the Treasury is
required to withhold appraisement whenever he has reasonable
cause to believe or suspect that sales at less than fair value
are taking place. Sales at less than fair value generally occur
when the price of merchandise sold for exportation to the United
States is less than the price of such or similar mechandise sold
in the home market or to third countries.

Under the Antidumping Act, a determination of "Sales at
Less Than Fair Value" requires that the case be referred to
the U.S. International Trade Commission, which would consider
whether an American industry was being injured. Both "Sales at
Less Than Fair Value" and injury must be shown to justify a
finding of dumping under the law. Upon a finding of dumping, a
special duty is assessed.

Imports of railway track maintenance equipment from Austria
during calendar year 1976 were valued at roughly $1.6 million.

Notice of this action will appear in the Federal Reqj
of May 10, 1977. gister

o000
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FOR RELEASE UPON DELIVERY
Expected at 2:00 p.m.
May 10, 1977

STATEMENT OF
THE HONORABLE LAURENCE N. WOODWORTH
ASSISTANT SECRETARY OF THE TREASURY (TAX POLICY)
ON PROPOSALS RELATING TO EMPLOYEE BENEFIT PLANS
BEFORE THE
COMMITTEE ON FINANCE
May 10, 1977, 2:00 p.m.

Mr. Chairman and Members of the Committee:

I am pleased to appear before you today to discuss two
bills dealing with jurisdiction over employee benefit plan
matters and private pension investments.

DUAL JURISDICTION

When employee benefit plan legislation was being con-
sidered by Congress several years ago, extensive consideration
was given to government agency jurisdiction over the area.

The approach which appears in the Employee Retirement Income
Security Act of 1974 ("ERISA") was ultimately enacted. As
you know, various parts of ERISA are administered by three

separate agencies -- i.e., the Internal Revenue Service, the
Department of Labor, and the Pension Benefit Guaranty Corpor-
ation ("PBGC"). For the most part, the jurisdiction of

PBGC does not overlap that of either of the other two agencies.
However, administration under a substantial portion of ERISA
is shared by both the Service and the Department of Labor.

For example, there are parallel provisions under the tax
and labor law portions of ERISA regarding participation, vesting
and funding. Some of these provisions must be implemented
by regulations issued by the Treasury Department, while other
parts must be implemented by Labor regulations. In each case,
the regulations of the respective agency are binding on the
other agency.
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Perhaps the most troublesome area o? dual jur@sdiction
has come up in connection with prohipltea.transactlons. If
anyone wants to engage in a transaction w%th an employee
benefit vlan which is otherwise prohibitec under ERISA, he
must reqhest an exemption from both the Interpal Revenue
Service and the Labor Department. As a practical matter, an
exemotion will be fullv effective only if it is issued by
both-agencies. This dual jurisdiction has resulted in long
delays in the issuance of exemptions.

The reporting requirements under ERISA have also created
serious problems for plan administrators anc employers. For
example, annual reports must be filed with both the Internal
Revenue Service and the Department of Labor. The agencies
have developed a single set of forms which can be filed with
each agency. Duplicate filings are required at present,
although the agencies have agreed upon a procedure for single-
agency filing. .

Solution Proposed in S. 901

S. 901 offers a legislative solution to the problem of
cual jurisdiction. It would retain jurisdiction in each of
the three existing agencies, but eliminate any overlapping
responsibility. The Internal Revenue Serivce would have ex-
clusive jurisciction over those ERISA provisions dealing with
participation, vesting and funding as they relate to retire-
ment plans. The Service would also have responsibility over
a nunber of miscellaneous retirement plan provisions, such as
qualified joint and survivor annuities and the assignment and
alienation of benefits. The Department of Labor, on the
other hand, would have exclusive jurisdiction over disclosure,
fiduciary conduct, and prohibited transactions. Labor
Department jurisdiction in its areas of responsibility would
extend to all employee benefit plans. This would include
both retirement and welfare programs.

Treasury Observations

. Both Treasury ané Labor are presently stucdying the problems
which have been created by dual jurisdiction under Titles I and
IT of ERISA. Both departments are working toward a joint recom-
mendation in this area, which we expect to have later this
year. Based upon our preliminary analysis, however, the
Trga;ury Department believes that dual jurisdiction should be
eliminatec¢ through a clear assignment of responsibility. Our
jJoint recommendation, however, is likely to differ somewhat
from the provisions of S. 901 as to the assignment of
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responsibility. Accordingly, at this time it is premature
to discuss specific assignments of responsibility in detail.

Moreover, we have been advised by the Office of Management
and Budget that this problem will be addressed within the
framework of the President's government-wide reorganization
program under OMB leadership. It is likely to take several
months to complete that work. In the course of that review,
OMB would consider the problems which exist as a result of
different rules applied by PBGC and the Service in connection
with plan terminations.

The Treasury believes the reorganization review to be
undertaken in this area should give strong consideration to
allowing each agency to continue to develop its strongest
area of competence under ERISA and prior law. The Department
of Labor has developed expertise in connection with reporting
and disclosure, fiduciary responsibility, and prohibited
transactions. The Internal Revenue Service has had a long
history of implementing participation, vesting, and funding
requirements in the administration of the Internal Revenue
Code provisions relating to qualified retirement plans. The
Internal Revenue Service also has expertise in administering
provisions relating to prohibited transactions for over 25
years.

Another consideration the Treasury believes should be
part of the reorganization review is that there may be cases
in which the Internal Revenue Service or the Department of
Labor has unique ability with regard to one part of a broad
area. Therefore, appropriate divisions of responsibility
might not be exclusively on the basis of broad classifications.

The Administration's position on these and other questions
will be presented to the Committee after the reorganization
study is completed, and a policy is established as to the
appropriate assignments of responsibility.

Technical Considerations

S. 901 does raise a number of technical problems that we
will be discussing with the Labor Department. For example,
both the tax and labor law provisions under ERISA prescribe
reporting requirements. As we have mentioned, an annual report
must be filed with both the Department of Labor and the Internal
Revenue Service. S. 901 would require the agencies to prescribe
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a single form and a single annual filing date for these revorts.
In general, however, we believe that a more orderly set of
reporting requirements could be developed if a single annual
report had to be filed only with the Internal Revenue Service.
This would eliminate the duplication of effort involved in
filing the same form with both agencies. Both agencies and

in some instances PBGC, have an essential need for information
concerning retirement plans. That need could be satisfied if
the receiving agency were required to make the annual reports
available to other agencies in a manner that will permit them
to carry out its statutory responsibilities in a timely fashion.

S. 901 would also give Federal district courts the right
to issue declaratory judgments when Labor, the Service or
PBGC failed to act with respect to an employvee benefit plan in
a matter arising under ERISA. The Treasury Department
guestions this provision of the bill. As a result of ERISA,
the Tax Court already has the authority to issue a declara-
tory judgment relating to the qualification of retirement
plans. The addition of declaratory judgment authority in
other areas would seriously hinder the administrative process.
The wisdom of insulating the administration of the Federal
tax laws from judicial intervention has long been recognized.
The Declaratory Judgment Act was amended by the Revenue Act
of 1935 to preclude this type of intervention. At that time,
the Senate Finance Committee indicated that the amendment was
necessary to preserve the orderly and prompt determination
and collection of Federal taxes, noting that existing pro-
cedures before the courts provided an effective remedy for
the correction of errors. Senate Report No. 1240, 74th
Congress, lst Session, part 1, at page 11 (1935).

PENSION INVESTMENTS

Let me turn now to S. 285, which would limit the amount
of stock that certain pension managers could acquire in large
corporations, and, at the same time, allow plans to invest
some plan assets in small riskier companies without regard to
the "prudent man" rule. We understand the dual purposes of
the bill. On the one hand, it is designed to prevent a pension
manager from controliing such a large portion of a corpora-
tion's stock that actions by the pension manager have a
disproportionate impact on the market for the stock. On the
other hand, it is desirable to stimulate venture capital
investments for small businesses. We agree with these objec-

tives'and are pleased that the Committee is moving to study
solutions in this area.



The "Concentration”" Rule

S. 285 would impose an excise tax if a pension manager,
such as a bank trustee or insurance company, with investment
authority over assets of more than $1 billion were to hold
more than 5 percent of any class of stock in a corporation
with capital of more than $150 million. The excise tax is
structured in the same way as the excise tax on prohibitec
transactions, which would be deleted by S. 901. 1In other
words, a tax of 5 percent would be imposed on the excess
holdings. 1If the violation were not corrected within the pre-
scribed period of time, the pension manager would be taxed at
a rate of 100 percent on the amount involved. This limita-
tion would not apply retroactively, so that holdings in excess
of 5 percent prior to the effective date of the bill would
not have to be reduced.

As I indicated, we recognize that the "concentration”
rule was designed to prevent stock price manipulation by large
financial institutions with significant holdings in a par-
ticular stock. 1In principal, the Treasury Department supports
this objective. However, to the extent that concentration
in the stock market is a problem, it would appear that the
problem should be addressed not simply in the context of
pension funds. Also, it would appear that the issue of an
institutional investor's domination of trading in a stock
may more appropriately be the concern of the Securities and
Exchange Commission.

The "Leeway" Rule

S. 285 would also give investment managers the ability
to invest up to 2 percent of the assets of any one pension
plan in companies capitalized atless than $25 million without
regard to any state or Federal prudent man rule applicable to
pension plans. However, fiduciaries would not be relieved
from any existing prohibition against self-dealing or fraudu-
lent transactions.

As I also indicated, the "leeway" rule was designed to
prevent the prudent man rule from discouraging investments in
new and risky small companies. The Treasury Department supports
efforts to encourage capital formation. In the case of retire-
ment plans, however, the protection of plan benefits has always
been of overriding concern. In this context, the prudent man
rule has served to protect beneficiaries from imprudent actions
by plan administrators. The preemption of the prudent man
rule at both the state and Federal levels would eliminate all
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protection against imprudent investments. The Treasury
Department continues to believe that the concept of prudence
should govern conduct of employee benefit plan fiduciaries,

including the extent to which they invest plan assets in new
venture capital formations.

o0o



Department of the [REASLIRY

Contact: Carolyn Johnston
- 634-5377
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FOR IMMEDIATE RELEASE May 10, 1977

TREASURY SECRETARY BLUMENTHAL APPOINTS ROBERT V. KRIKORIAN
AS NEW SAVINGS BONDS CHAIRMAN FOR WISCONSIN

WASHINGTON -- Mr. Robert V. Krikorian, President, Rexnord
Inc., has been appointed Volunteer State Chairman for the
Savings Bonds Program in Wisconsin by Secretary of the Treasury
W. Michael Blumenthal. The appointment is effective immediate-

ly.

Mr. Krikorian will head a committee of business, banking,
labor, government and media leaders who, in cooperation with
the U. S. Savings Bonds Division, will assist in promoting
bond sales throughout the state. He succeeds George F. Kasten,
Chairman of the Board, First Wisconsin National Bank of

Milwaukee.

Mr. Krikorian joined Rexnord in 1950. In 1953 he became
manager of the Ordnance Division; in 1962 he was appointed
Vice President, Construction Machinery Division; in 1963 he
was appointed Vice President, and in 1967 he became President
of Rexnord.

Mr. Krikorian is a member of the Board of Directors of
the Marine Corporation, Manpower, Inc., and NN Corporation,
all of Milwaukee; Mueller Company, Decatur, Illinois and
Parker Pen Company, Janesville, Wisconsin. He is also a
member, Executive Committee of the Machinery and Allied
Products Institute and member of the Board of Directors of
the National Association of Manufacturers.

Mr. Krikorian has been president of the Board of Trustees
and chairman of the Executive Committee of the Milwaukee Art
Center. He 1s vice chairman and member of the Board of
Trustees of the Milwaukee Boy's Club and was the 1971 and 1972
Chairman of the Metropolitan Milwaukee Industrial U. S. Savings
Bonds Program.
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Mr. Krikorian was born in New Haven, Connecticut and
graduated from Yale University with a bachelor's degree in
industrial administration. He is married, has four children,
and resides in Whitefish Bay, Wisconsin.



DEPARTMENT OF THE TREASURY

TREASURY DEPARTMENT ORDER NO. 25l

Establishment of the Office of the Assistant Secretary

(Public Affairs)

By virtue of the authority vested in me as Secretary of the Treasury,
including the authority vested in me by Reorganization Plan No. 26 of 1950,
it is ordered that:

L

The position of the Assistant Secretary (Public Affairs) is
hereby established. The incumbent will report to the Secretary,
and will be responsible for:

d.

Establishing general operating policies and guidelines, and
providing leadership, direction and management strategy
for administering public affairs programs and activities in
all Treasury offices and bureaus;

Formulating and executing public information policies and
programs which will increase the public's knowledge and
understanding of Treasury's activities and services;

Providing continuing public information support to the
Office of the Secretary; and

Serving as the principal advisor to the Secretary, the
Deputy Secretary, and senior officials throughout the
Treasury Department on matters affecting the public's
understanding of Treasury policies and programs.

The Office of the Assistant Secretary (Public Affairs) is hereby
established. Under the supervision of the Assistant Secretary
(Public Affairs) this Office performs the following functions:

d.

Developing materials to inform the public of the Depart-
ment's policies, programs, activities, and services;

Serving the day-to-day needs of the print and electronic
media, including the writers who specialize in economic
reporting and analysis, and the media who base their daily
operations in the Treasury headquarters;



Date:

c. Serving the specialized needs of specific Treasury offi-
cials for releasing public information;

d. Providing editorial support services such as preparation of
Congressional and public statements, and research, cor-
respondence, clipping service and files;

e. Coordinating public affairs policies throughout the
Department.

All of the functions, positions, personnel, records and property
assigned to the Office of the Special Assistant to the Secretary
(Public Affairs) are transferred to the Office of the Assistant
Secretary (Public Affairs).

Responsibility for maintaining the Secretary's current issues
briefing book and for answering correspondence, and the
positions, personnel, records, and property associated with these
responsibilities are transferred to the Office of the Assistant
Secretary (Public Affairs) from the immediate office of the
Secretary.

The Assistant Secretary (Public Affairs) is authorized to define
the organizational strutture and the specific responsibilities of
the positions and personnel assigned to the Office of the
Assistant Secretary (Public Affairs).

This Order is effective immediately.

Treasury Department Order No. 99 is hereby rescinded.

WHAJ*Q@QB&«M ’

W. Michae! Blumenthal
Secretary of the Treasury

May 3, 1977



Department of the [REASUIRY

Contact: R. B. Self
Extension: 2951
FOR IMMEDIATE RELEASE May ll, 1977

TREASURY REVOKES COUNTERVAILING
DUTY ON FOOTWEAR FROM THE
REPUBLIC OF CHINA

The Treasury Department announced today that
it is revoking a countervailing duty imposed in
January 1976 on imports of footwear from the Republic
of China (Taiwan).

Notice to this effect will be published in the
Federal Register of May 11, 1977.

The Countervailing Duty Law (19 U.S.C. 1303)
requires the Treasury Secretary to impose on addi-
tional Customs duty that is equal to the size of a
"bounty or grant" (subsidy) that is found to be
paid on imported merchandise.

In the Treasury Department initial investigation, it
was determined that the footwear exporters were eligible
for certain income tax and preferential loan benefits that
required the imposition of countervailing duties. At the
time, Customs officers withheld final assessment of duties
on these items pending further investigation. Later it
was revealed that benefits afforded the footwear exporters
were too inconsequential to warrant countervailing duties.

Consequently, all estimated countervailing duties collected
to date will be refunded.

Footwear imports from Taiwan for 1976 were
$364,459,000.

o0o

B-220



Departmentof the [REASLIRY

FOR RELEASE AT 4:00 P.M. May 10, 1977

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 $5,300 million, or
thereabouts, to be issued May 19, 1977, as follows:

9l-day bills (to maturity date) in the amount of $2,100 million, or
thereabouts, representing an additional amount of bills dated February 17, 1977,
and to mature August 18, 1977 (CUSIP No. 912793 J6 4), originally issued in the
amount of $3,603 million, the additional and original bills to be freely

interchangeable.

182-day bills, for $3,200 million, or thereabouts, to be dated May 19, 1977,
and to mature November 17, 1977 (CUSIP No. 912793 L3 8).

The bills will be issued for cash and in exchange for Treasury bills
maturing May 19, 1977. This offering will provide for a net pay-down for the
Treasury of about $700 million as the maturing issues are outstanding in the
amount of $6,008 million, of which Government accounts and Federal Reserve
Banks, for themselves and as agents of foreign and international monetary
authorities, presently hold $3,066 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 and from
individuals at the Bureau of the Public Debt, washington, D. C. 20226, up to
1:30 p.m., Eastern Daylight Saving time, Monday, May 16, 1977. Each tender must
be for a minimum of $10,000. Tenders over $10,000 must be in multiples of
$5,00u. 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., 99.9Y25. Fractions

may not be used.

ganking 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 positiocng
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 Rank or Branch or at the Bureau of the Public Debt
on May 19, 1977, in cash or other immediately available funds or in a like
face amount of Treasury bills maturing May 19, 1977. 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 gg 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
inccme 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 noticé
prescribe the terms of the Treasury bills and govern the conditions of their issué

Copies of the circular may be obtained from any Federal Reserve Bank or Branch, o

from the Bureau of the Public Debt.



Departmentof the [REASURY

FOR RELEASE AT 4:00 P.M. May 11, 1977
TREASURY TO AUCTION $1,500 MILLION OF 2-YEAR NOTES

The Department of the Treasury will auction $1,500
million of 2-year notes to refund notes maturing May 31, 1977.
The offering will provide for a net pay-down for the
Treasury of about $447 million as the public holds $1,947
million of the maturing notes. Additional amounts of these
notes may be issued at the average price of accepted tenders
to Government accounts and to Federal Reserve Banks for their
own account in exchange for $190 million maturing notes held
by them, and to Federal Reserve Banks 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.

o0o
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HIGHLIGHTS OF TREASURY
OFFERING TO THE PUBLIC
OF 2-YEAR NOTES
TO BE ISSUED MAY 31, 1977

Amount Offered:
To the public.....l...'..........‘..

Description of Security:
Term and type Oof security.ceecececess
Series and CUSIP designation........

Matur ity date. ® ®© © 0 9 006 0 060 0 06 v 0 00 0 0 0 0 0o
Call date... ® 0 0 006 09 00 060 00 06 0 0 0 0 0 0 0 0 00
Interest coupon rate..ceeececececsse

1nvestment yield.l........O......‘..
Premium or discOUNt.cecececccscocccocos

Interest payment dates.....ccccceeee
Minimum aenomination available......

Terms of Sale:
Method Of sal€.iceeecceccceccccccoccs
Accrued interest payable by
INVEStOr eeeeceeccecoscccccacosccsanssasnse
Preferred allotment..cceecececscccccee

Depos it requirement. ® & & © ¢ & 0 & & 0 0 & & 0 0 0
Deposit guarantee by designated
institutions........................

Key Dates:
Deadline for receipt of tenders.....

Settlement aate (final payment due)
a) cash or Federal fundS.......
b) check drawn on bank
within FRB district where
submitted.ceeeececscccoccocses
C) check drawn on bank outside
FRB district where
submitted.ceeeeecececcococnoss
Delivery aate for coupon securities.

May 11, 1977

$1,500 million

2-year notes
Series Q-1979
(CUSIP No. 912827 GS 5)

May 31, 1979

No provision

To be determined pbased on
the average of accepted bids

To be determined at auction
To be determined after
auction

November 30 and May 31
55,000

Yield auction

None

Noncompetitive bid for
$1,000,000 or less

5% of face amount
Acceptable

Wednesday, May 18, 1977,
by 1:30 p.m., EDST

Tuesday, May 31, 1977

Thursday, May 26, 1977

Tuesday, May 24, 1977
Tuesday, May 31, 1977



Department of the TREASUIRY

FOR RELEASE UPON DELIVERY
EXPECTED 8;00 P.M. CDT
MAY 11, 1977

REMARKS BY W. MICHAEL BLUMENTHAL
SECRETARY OF THE TREASURY
ECONOMIC CLUB OF CHICAGO

PALMER HOUSE, CHICAGO, ILLINOIS

Last weekend the leaders of seven major industrial

nations of the world met in London at the Summit. A meeting
of seven heads of state together in one room for two days of
frank discussion is a good thing in itself. It allows these
men, with their awesome responsibilities, and their individual
national preoccupations, to get to know each other, to learn
about each other's problems and to exchange ideas on how to
solve them by working together.

As always, a Summit makes news all over the world,
because it touches so many vital issues of concern to people
everywhere. This Summit was no exception--particularly
because it was the first one for President Carter. It
provided him an important opportunity to get a first hand
understanding of the issues and problems facing his colleagues
in other. countries.

What strikes me as significant is that the principal
problems these leaders had to focus on were economic.

This focus on economic pyxoblems is not accidental. It
reflects the general realization that the health, happiness
and welfare of all peoples, and the future of each nation
and of each government, depends on our individual and collective
economic well being. These issues are intensively discussed
among the leaders of industrial countries because each
recognizes that their national economic problems are inextricably
intertwined; that national economic policies depend on the
international economic climate; that the solutions which
each leader must seek in his own country are most easily
achieved when a way is found to work together for the benefit
of all.

National economic policy making in the context of a
cooperative and sound international economic environment is
a prerequisite for the political stability of our countries
and the survival of democracies. In that sense, economics
and politics are part and parcel of the same challenge.
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I recall that this point was made to me many years ago
when I first went to work as a deputy to former Secretary of
State, Christian Herter, who had just been appointed President
Kennedy's Special Representative for International Trade
Negotiations. Chris Herter had had a long and distinguished
political career; he had been a Congressman, a Governor and
the Secretary of State.

Considering this career as a political leader, his new
job as Trade Representative --dealing with shoes, and textiles,
with machinery and farm products, with tariffs and quotas
and the like --seemed an odd assignment. I remember asking
him one day why he had taken the job, and I recall his
answer only too vividly. "Mike", he said,™I suspected it
before, but I know it now. There is more politics wrapped
up in this business of world economics and trade than in
anything else I have ever done before".

So, inflation, jobs, trade, international finance,
money, exchange rates, commodity prices and the relation
between the rich and the poor countries of the world, constitute
much of what economic and political policy is all about.
And that is why this is the stuff of which Summit meetings
are made.

The President's position at the Downing Street Summit
was strong, not only because he is a leader of the world's
largest and richest industrial nation, not only because he
has the solid support and admiration of the American people,
not only because he is a new leader with a strong and secure
mandate for a four year period. More important than these
factors in establishing President Carter's ability to speak
with strength and conviction at the meetings, was the fact
that he was seen as a Head of Government who gquickly moved
to tackle honestly and openly the difficult task of fashioning
a rational and sound economic policy for his country.

President Carter has been willing to face the many
contradictions and uncertainties that underlie the complex
economic issues of our day. He has not glossed over them or
hidden them, or denied the complexities that exist. He has
been willing to make hard decisions that are for the long
term benefit of all of us, even if they mean sacrifice. And
he has not been afraid to make it clear that our resources
are limited, that we must husband them and allocate them
carefully among our many worthwhile objectives.



Over the next several months, we will be debating and
studying a variety of these economic issues. Congress will
take final action on the President's proposals for an initial
economic stimulus. The President's recommendations for a
national energy program, for fundamental reform of the tax
system, for assuring the financial soundness of Social
Security, for transforming the welfare system and for the
handling of trade issues will be assessed and debated in the
Congress and in the country. In this process, all of us will
learn with him the hard realities and choices that must be
faced.

Our economic policy must serve multiple objectives. It
must provide jobs for all Americans. It must come to grips
with the difficult and puzzling phenomenon of persistent
inflation. It must give us economic growth and foster social
justice for all our citizens. And it must provide for
collaboration with other nations in their quest for the same
goals in their countries.

Economic policy making in each of these areas is not an
easy or a certain task. For to be honest, and regardless of
what the academic economists or the commentators in the
media tell us, there is much that we don't know about how to
reach our economic goals.

Perhaps we should ask ourselves why after the bicentennial
of Adam Smith's Wealth of Nations, after centuries of economic
thought dating back to the Biblical Joseph, after all the
modern developments in econometrics and model building, --why
after all this are we so ignorant about so much in economics?

I could easily spend the evening on that topic. I will
not do so, but it is worth at least noting some of the main
sources of our uncertainty. We are experiencing great changes
in our economy and our society-- the growth of very large
organizations in business and labor, the expansion of government,
rapid changes in technology, almost instantaneous communications
and an expansion of the role and impacts of the media. We have
come to realize that a rapidly growing world does face resource
limitations, a fact brought home by the rapid increase



in the price of energy. And with this has come a transformation
of the world monetary system. All this, and more, confronts
policy makers with new challenges and the need to navigate

in uncharted waters.

Neither the Keynesians nor the Monetarists, nor any
other particular school of thought alone can show us the
way. And no computer, however, well programmed or sophisticated,
is able to foretell all the economic effects of alternative
policies.

For perhaps the largest barrier to certainty--one that
will not go away-- is that we are dealing in large measure
with the reactions and the interreactions of people operating
in a changed setting. Nothing is harder to comprehend and
predict.

For example, take the elusive question of confidence.
The other day the Washington Post in one of its editorials
gently chided the Administration for too vigorous a pursuit
of what the Post called the "will of the wisp of business
confidence". At about the same time there were others who
spoke up in more direct ways to voice their anxieties over
what they consider irrelevant concern with business confidence,
a concern which they feel undermines or stands opposed to
the achievement of social justice, of job creation and of
economic stability and security.

The .confidence of consumers and of business is indeed a
difficult and insufficiently understood ingredient in economic
policy making. Economists find it particularly puzzling
because it is, inherently, qualitative. It defies quantifi-
cation via the computer or by any other reliable means. Yet
its elusive nature should nonetheless not mislead us.

Unless consumers and business alike can have confidence,
none of our other goals for economic policy are likely to be
met.

How much consumers spend depends on their confidence in
the future. How much business invests in new plant and
equipment equally depends on its level of confidence.
Consumer and business spending patterns in turn create the
demand for goods and services. And business in organizing
its production to meet these demands creates the jobs we
need, determines the efficiency of our production and ultimately
the resources that are available for our personal and collective
goals.



So the pursuit of confidence is not antagonistic to our
social goals. Confidence is not something we gain at the
expense of social objectives. On the contrary, we seek
confidence precisely because it is a precondition for the
social progress we mean to achieve.

Over the last several months, the Carter economic
program has, I believe, generated a steady increase in the
level of confidence.

It has done so because this Administration has set
clear and sensible economic goals and has pursued coherent
and consistent policies for their achievement. We seek an
acceleration of economic growth in 1977 at a year-end to
year-end rate of 6 percent. We seek continuing growth that
will average 5.2 percent annually through 1981l. We seek a
steady reduction of unemployment to around 4 1/2 percent by
1982. And as a matter of equal importance, we are striving
to contain inflation and to bring it down--cutting the
underlying rate by two points by 1979 and making further
reductions in the following years.

These goals have been matched by policy decisions that
show that we mean what we say. The President's action in
withdrawing the tax rebate when it was no longer needed was
not easy. But it was an action that supports our goals and
will help reduce the budget deficit for fiscal year 1977
from the $68 billion originally anticipated to less than $50
billion.

We intend to meet our commitment to budget balance by
1981. Tough steps to reduce waste and foster efficiency in
government have been taken. The wellknown water projects
are only a prominent example. Zero-based budgeting is being
implemented and programs that have outlived their usefullness
are on their way out.

Actions, not words, have borne out ocur commitment to
avoid protectionism and to find ways of helping American
workers and industries hurt by imports without unduly boosting
prices to consumers or endangering export jobs. The decisions
on shoes and sugar have set a pattern that points down this
road.

And in combating inflation we have developed a program
that will be effective, that recognizes inflation as the
complex, multifaceted problem it is, that provides for
longer-term structural remedies and for cooperation now
among business, labor and government to avoid self-defeating
wage-price spirals.



In all of our policies we have avoided government
coercion and controls. We have sought to develop a climate
within which the free market can work and in which government,
business and labor can act responsibly in the national
interest.

There has been criticism. Our voluntary programs have
been called "weak" or "toothless" --even though the only
"teeth" anyone could propose were the controls that have so
miserably failed in the past. Now there is evidence that
our voluntary policy is working. The recent decisions on
steel price increases do, I believe, prove this point.

Because of the Carter Administration goals backed by
clear and consistent policies, evidence of growing
confidence is increasing. Consumers must have confidence
before they will spend their incomes and this, in turn,
implies that they expect to have jobs. The stimulus package
which is about to become law will help more Americans join
the one and a half million who have gotten jobs since January.
Unemployment has declined from 8 to 7 percent, thereby
reaching considerably ahead of schedule the target we had
set for the end of the year. There is no reason why the
unemployment rate should not drop comfortably below 7 percent,
possibly closer to 6.7 percent by year-end. The fact that
consumer spending is at an all-time high, and correspondingly,
the consumer savings rate of 5 to 5 1/2 percent is at the low
end of the historical range reveals that the average American
does have a feeling of security about the way the economy 1is
moving.

Similiarly, business must have confidence in its markets,
in its ability to make a profit, and in the prospect that inflation
will be handled responsibly before it will spend on new
investment. While business spending on plant and equipment
has been lagging until recently, there are now new signs of
growth. The recent McGraw-Hill survey indicates an 18 percent
current dollar increase in plant and equipment spending in
1977. Actual figures on real business capital outlays have
shown a similar upturn, rising at a 14 percent annual rate
during the first quarter of 1977. Order backlogs for the
machine tool industry have been moving up rapidly and the cutting
tool backlog--a good indicator of things to come-- has increased
by 13 percent since December.



So business confidence also is on the rise.

And it is the spending of consumers and business,which
depends so much on confidence, that creates the private sector
jobs this country needs. It is this spending that allows for
the productivity growth that will keep up our competitiveness
in world markets and give us a bigger pie to divide and
allow us to be done with fighting for shares of a static or
inadequately growing GNP. So let no one call confidence
a will-o-the-wisp. Let us all recognize that a climate of
confidence is critical to the success of any economic policy.

I have talked tonight of some formidable problems. But
I must mention one more, because it will soon become a major
part of the national economic debate. In a few months, the
Carter Administration will propose major tax reforms that can
be an important factor in determining the future course of
our economny.

The three goals of this reform can be summed up in the
words: simplification, equity, and capital formation.

We have already taken the first step toward tax simplification.
The proposed flat standard deduction for individuals, which
should soon be approved by Congress, will enable 95 percent
of all taxpayers to use new tax tables. No longer will they
have to subtract their personal exemptions, figure their standard
deduction, or subtract out their general tax credit. But the
complexity of the tax system will still place an excessive burden
on the ordinary taxpayer. So,while I cannot tell you the
details of our proposal, we are studying ways of taking further
steps that will simplify the system by limiting certain deductions
and allowing reduced tax rates over the entire range.

The need for a new effort toward greater tax equity is
apparent in the data revealingthat taxpayers at the same
income levels now pay quite different taxes. We will recommend
new measures so that taxpayers in like circumstances are treated

more a}ikg. This means that we have to re-examine all of
the.ex1st1ng tgx exgmp;ions, exclusions, and credits, with
a view toward identifying those that are not so integral

to our tax system or economy that their elimination would
mean economic hardship.

And to encourage the higher rate of capital formation

this oguntry negds, we shall recommend important new incentives
to savings and investment.



We have to consider steps to eliminate the double
taxation of corporate income that now charactizes our tax
system. We expect that action on this front would increase
the propensity of our citizens to invest in American industry,
and thereby provide business with the capital it needs to
invest in order to increase its own productivity. At the
same time, equity demands that we carefully examine some of
our current business tax policies to insure that they do not
unwisely affect the spending or investment behavior of our
corporations and our financial system.

As we debate our tax package, which is bound to be
controversial, I hope we shall keep a few critical facts in
mind.

First, we must have a tax system that raises enough
revenue to meet our major social needs. Those needs are
enormous. Over the next decade, we could easily spend billions
to improve our housing and neighborhoods, reduce violent
crime and improve health, to mention a few. While we cannot
meet all these needs, we must preserve public resources to
finance the high priority programs that we choose.

Second, we must have taxes that are progressive but not
SO progressive as to undermine our economic system or eliminate
the incentive for individuals and for business to produce
what we need. Thus, lowering taxes may be part of the
longer run answer.

And finally, before we rush to the barricade over
shifts in business and individual taxation we should pause.
Because in taxes, things are not always what they seem.
Business may pay the tax but it is borne by an individual as
a consumer, a worker, or an owner of capital. So rather
than repeat old slogans, we should look at the distribution
of tax burdens on individuals and business alike and work
with open minds for a tax system that will serve our collective
needs and our national economic goal of stable, non-inflationary
growth.

I warned you tonight that the economic problems we face
are not simple ones. But I have argued that this Administration
is committed to goals, to policies, to a fundamental attitude
that can meet our economic needs and, thereby, advance our
broader social objectives. It is an effort in which we must

succeed. It is an effort in which I ask for understanding
and support.

o0o
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The Issue

When President Carter announced his anti-inflation
program on April 15, he included a prominent reference to

international trade:

Trade can play an important role in the fight
against inflation. It is an effective means
of improving and maintalning competition
within American industry (emphasis added).

In tnis statement, the President clearly indicated one
aspect of the relationship between trade and antitrust policy.
Competition from abroad provides an important spur to
competition in our own economy. Such a spur is particularly
important in industries dominated by a few large firms, where
domestic competition may be inadequate to provide such
pressure.

A second facet of the relationship between trade and
competition policy relates to the effort of sellers which are

heavily concentrated abroad to limit competition in world
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markets. One effect of such limitation is to raise

prices to American and other consumers. OPEC is of course

the premier example, but such efforts have been made frequently
throughout modern history.

A third relationship between trade policy and antitrust
policy relates to U.S. exports. When world markets are
relatively open, American firms can maximize their competitive
positions by increasing production runs and learning from their
counterparts in other countries. Oligopolistic collusion at
home is much less likely when American firms can find increasing
outlets for their energies in expanding their markets abroad.

Hence there are three major interfaces between trade
policy and competition policy. The interrelationship among
the three reinforces the implication of each that the most
open possible trade policy is most supportive of the basic
goals of antitrust policy:

-—- a relatively open U.S. market for imports maxi-

mizes the likelihood that foreign markets will
remain open for U.S. exports

-- a relatively open U.S. market for imports reduces

the risk that other countries will limit our access

to their exports

-- an avoidance of export controls by the United
States reduces the likelihood that other countries
will deny our access to their supplies by erecting

export controls on their own products.
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Two policy implications arise from this line of analysis.
First, U.S. antitrust policy would be weakened by widespread
resort to new barriers to imports or exports. Second, U.S.
antitrust policy can be strengthened by achieving, in the
Multilateral Trade Negotiations (MTN) in Geneva and elsewhere,
(a) further reductions in barriers to international trade
flows and (b) new international rules which would limit more
effectively the ability of countries to erect barriers to
imports ( the "safequard" clause) or to exports ("access to
supply" rules).

Many different factors must be considered, of course, in
all trade policy decisions. For example, the impact on domestic
employment of rapid increases of imports in a particular
product can simply be too rapid and too pervasive to be permitted
to continue. Hence President Carter has directed the negotiation
of "orderly marketing agreements" (OMAs) with the two
countries (Taiwan and Korea) whose increased sales equaled
almost 100 percent of the increase in U.S. imports of shoes
over the past two years, and the one country (Japan) which
accounts for over 80 percent of all imports of color television
sets and whose sales rose by over 150 percent in 1976 alone.

In addition, cut-rate selling by foreign companies could
in some cases eliminate domestic (and other foreign) firms
from a given market, and thus reduce competition over the long
run. Anti-dumping duties should be applied vigorously in such

cases.
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Export subsidies by foreign governments could have similar
effects, and should be met promptly by countervailing duties.
And, in some cases, imports could cause national security
problems.

Hence any given trade policy decision must weigh care-
fully a variety of competing factors. Nothing which I say
today should be construed as depicting, or advocating, a
simplistic or single-factor approach to this complex subject.
Nevertheless, this Administration has repeatedly indicated
its strong adherence to an overall trade policy which is as
open as possible -- as President Carter said in the first
sentence of his decision in the escape clause case on shoes,

"I am very reluctant to restrict international
trade in any way".

Just last week, the President led the effort to incorporate
a strong commitment to liberal trade into the language of the
summit communique. And, from the standpoint of antitrust
policy, the subject of these hearings today, an open trading

system is highly desirable.

Imports ana Competition in the U.S. Market

Few Americans would quarrel with the need to resist
export controls by our foreign suppliers or import controls
by our foreign customrers, for antitrust as well as much
broader economic and political reasons. Hence I will focus

my remarks today on the relationship between imports and
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competition within the U.S. market which -- to put it mildly --
is a much more controversial subject.

The fundamental point is that import competition
stimulates innovation and efficiency. The competitive environ-
ment nourished by the relatively open trade posture of the
United States over the past forty years has spurred American
industries to make steady improvements in the range and
quality of available goods. Import barriers, by contrast,
permit protected industries to raise prices and reduce incen-
tives to improve the quality of their output -- as has resulted
in a number of developing countries which pursued import-
substitution strategies of economic development in the 1950s
and 1960s. They promote an inefficient allocation of resources
and detract from our ability to produce the things we make best.

Through these effects, open international trade serves
consumers -- the ultimate beneficiary of all antitrust policies.
Imports hold down prices and stimulate the discovery of cost-
saving technology and other innovations. Trade barriers, by
contrast, raise prices to consumers and push up the cost of
living. When import penetration raises serious problems for
a domestx industry, it is always sensible for the Government
to consider helping that industry to improve its competitive
ability directly as an alternative to providing insulation from
the forces of the marketplace.

The burden of import restrictions falls particularly

heavily on low-income consumers, who tend to spend a greater share
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of their budgets on protected items such as low-cost shoes and
meat. In some cases, foreign suppliers respond to trade
barriers by discontinuing lower-priced items in favor of those
with higher unit prices. This tendency also hurts poorer
Americans more than others.

The benefits of an open trading system in holding down
the rate of inflation extend across our entire economy. But
competition from abroad is especially important in industries
dominated by a few large firms, since these are the industries
which may be least responsive to market pressure. In such
industries, imports help to brake price increases and can
provide critically important incentives for diversification
of production in response to new market trends. VI shall
illustrate this point by reference to two major American

industries, steel and automobiles.

The Case of Steel

The steel industry illustrates the price-restraining
effects of imports under normal circumstances. Steel prices
comprise a major component of the overall price level and
tend to act as a bellwether for prices throughout the economy.
But the steel industry is highly concentrated. The major
companies set prices and exercise reasonably effective price
leadership. List prices increase but seldom decline.

Imports, which supply about 15 percent of domestic

consumption, are of key importance in this setting. A major
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study of steel prices, undertaken by the Council on Wage and
Price Stability in 1975, concluded that:

The chief limits on administered price increases

have been potential loss of steel markets to imports

and government opposition....Imports....are very

important in providing some flexibility or

elasticity in steel supply.

The postwar history of steel prices demonstrates the
point. From 1946 to 1958, there was virtually no import
competition. 1In those years, steel prices increased by 141
percent as compared to 61 percent for all industrial prices
(including steel). Steel prices contributed substantially
to the inflation of the period.

In the decade 1959-1968, imports grew from 2 million
tons a year to 14 million tons and reached about 14 percent
of U.S. consumption. During this period, Japan and Europe
developed modern and highly efficient steel industries that
competed successfully with older U.S. steel plants. Spurred
by this competitive pressure, U.S. industry belatedly adopted
the most modern production techniques and began to invest
huge sums of capital to improve its efficiency. U.S. steel
prices remained essentially stable during the entire decade.

In late 1968, the U.S. steel industry and the U.S.
government cooperated in obtaining voluntary restraint agree-
ments (VRAs) from the major exporters. In the three years
following the initiation of these agreements, the U.S. industry

raised its prices five times as much as it had in the previous

eight years. The wholesale price index for finished steel
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products rose by 23 percent, as opposed to 10 percent for all
industrial products (including steel). Other factors than the
change in U.S. trade policy were involved, but the correlation
between the two is highly suggestive.

According to a detailed study done for the Department
of Labor by the Public Research Institute, the VRA added about
$1.5 billion (in 1960 dollars) to the cost of steel for U.S.
consumers.l/ This translates to about $2.7 billion in 1975
dollars. A more recent analysis estimates that the VRA caused
steel prices to increase by $26 to $39 per ton, meaning that
the price of steel would have been 13 to 15 percent lower in
the absence of the VRA.E/ Interestingly, the data show that
U.S. production was only slightly above, and in one year
actually below, what it would have been without the VRA.

VRAs have a further adverse effect on the concerns of
this Committee. In contrast to an import quota administered
by the United States, a VRA forces companies in supplying
countries -- usually aided by their governments -- to organize
tightly to administer the restraints. 1In so doing, the firms
of course seek to maximize the value of their (restricted) sales,
both by raising prices as much as possible and, in the case
of volume-based (rather than value-based) quotas, by switching
from low-cost to higher-cost items. Hence VRAs strengthen anti-

competitive tendencies in industries abroad.

_1/ James Jandrow et al., Removing Restrictions on Imports
of Steel, May 1975.

_2/ Wendy Emery Takacs, "Quantitative Restrictions on Inter-

national Trade", Unpublj ' i
Hopkins University,p%97%?h%§10§¥'D' dissertation, Johns
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Steel, however, also reveals the complexities of
international trade -- including its impact on pricing and
competition policy. When world demand for steel was booming,
in 1973 and early 1974, the prices of imported steel came
to exceed domestic prices. In a sense, this simply meant
that foreign suppliers showed greater flexibility in their
pricing on the upside as well as the downside.

However, the episode also raises questions about the
reliability and benefits, under contemporary circumstances,
of steel imports. To what extent do the practices of
governments in other countries promote the ability and
willingness of foreign steel suppliers to cut their prices?
Do such practices support the usual objectives of international
‘trade? How do they affect the national interests of the
United States? These issues require careful consideration
by the Administration, and we are now proceeding with a review

of them.

The Case of Automobiles

The case of automobiles illustrates two other advantages
of imports: the enrichment of choices available to the U.S.
consumer, and the promotion of an energy-efficient and
environmentally sound technology.

Before the mid-1950s, imports were negligible. Sports
cars and luxury items, like Mercedes-Benz and Jaguar,
had never been statistically significant. Beginning in 1955,

however, Volkswagen led the way into the U.S. market for small
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imports. By 1958, imports had captured over 10 percent of
the market.

Recovery from the 1957-1958 recession reduced the
demand for small cars somewhat, however, and imports fell to
5 percent of the market by 1962. Throughout the 1960s, in
response, U.S. -produced automobiles swelled in size as incomes
rose and real gasoline prices fell. There was a clear corre-
llation: as imports fell, the size (and energy consumption) of
American-made cars rose.

The 1970's witnessed a new and dynamic upsurge of
imports. The recession of 1970-1971, the passage of tough
anti-pollution laws, and skyrocketing petroleum prices all
pointed to the need for smaller and more fuel-efficient cars.
This trend accentuated the shift toward imports.

By 1975, imports had reached an all-time high and
accounted for over 20 percent of consumption. Most of this
growth stemmed from small and economical cars, such as Datsun
and Toyota. But new technology was also a factor: one
manufacturer (Volvo) has just marketed a car equipped with a
new, three-way catalyst system which many experts believe will
be adopted by U.S. automobile producers in order to meet the
air quality standards set for the 1980s by the Clean Air Act.

Such import competition again forced the domestic industry
to respond. 1In 1971, the Vega and the Pinto made their
appearance. U.S. companies also extended their production

abroad, and models produced by U.S. companies in foreign
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countries (including Opel, Capri, and Dodge Colt) have risen.
Imports clearly forced the U.S. industry to develop a capacity
to produce smaller and more fuel-efficient cars -- a capacity
which it lacked almost entirely less than 10 years ago.

It is this previous competition from imports which,
paradoxically, places Detroit in a position in 1977 to be able
to contribute positively to the energy program proposed by
President Carter on April 20. At present, more than 90
percent of imported cars are fuel-efficient, whereas less than
half of U.S.-made cars are fuel-efficient. Average city/
highway mileage of imported cars is typically around 25 to 35
miles per gallon, whereas 1977 models of U.S.-produced cars
registered an average city/highway mileage of about 16 to 17
1/2 miles per gallon. But less than half is better than
nothing, and 16 miles per gallon is better than in the past.
Without the previous import competition, Detroit would have
confronted the energy crisis in a hopeless position -- indeed,
its position might have precluded the possibility of adopting
a program as essential to our nation's future as the President's.

Like steel, however, the auto case also illustrates the
complexities involved in international trade -- and its
relationship to domestic competition. On the one hand, still
heavier reliance on imports might enable us to meet more quickly
the President's goals for saving gasoline. On the other hand,

seizure of a much greater share of the U.S. market by imports
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could well discourage the transition in Detroit which is
desperately needed, both for the long-run future of
American energy policy and for maintaining the strength, and
levels of employment, of a key American industry. We have
not yet resolved this dilemma, but plan to work closely with
the other major auto-producing nations to find solutions which
will provide fair and equitable treatment for them as well as

support the longer term goals of our own energy efforts.

Conclusion

In conclusion, it is clear that international trade can
support American antitrust policy in several key respects:
by providing steady competitive pressure on American industry
at home, by limiting the risk that other countries will limit
our access to their supplies, and by providing global markets
which permit American firms to maximize their productive
efficiency. Trade policy should thus be viewed as our
important ally of antitrust policy;

At the same time, many factors other than antitrust must
of course be considered in formulating U.S. trade policy. No
issue which comprises so many domestic and international
complexities can be founded solely on a single criterion.
Nevertheless, this Administration seeks to maintain maximum
freedom for international trade -- and the factors being
considered by this Subcommittee are a central element in that
approach.

o0o
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MR. POWELL: We are ready to begin if you all are.
Secretary Blumenthal will provide the briefing again this
afternoon. The entire briefing will be available for broad-
cast, or whatever else you want to do with it. I might say
to begin that it is my understanding that a good portion of
the session this afternoon dealt with nuclear issues; that
that discussion is still continuing. Therefore, there will
be very little that we can say on that topic this afternoon.

Q You mean it is still going on?
MR. POWELL: No, continuing tomorrow and so forth.

As is usually the case, I am sure that Secretary
Blumenthal is willing to let you try your best to get what
you can out of him on it, but I want to say ahead of time
that there is very little bit any of us will be able to say
in the midst of these discussions. So we probably are going
to be running somewhat shorter than we did this morning on
the briefing. And I hope you will be understanding that
the Secretary has some other engagements this evening that he
has to wash his feet and change his socks.

Thank you.

SECRETARY BLUMENTHAL: Thank you. This will indeed
be a very short briefing, ladies and gentlemen, because the
by far largest part of the afternoon was taken up with the
discussion of the energy issue with particular reference to
nuclear matters. That has not been concluded. It will be
concluded tomorrow morning.

I may in that context perhaps mention to you the
agenda for tomorrow morning which, in addition to the conclusion
of the energy item,will be devoted to questions of North-South
economic relations, international financial matters and the
trade issue. That will take place tomorrow morning.

Today, in addition to the energy item which took up
most of the discussion, there was a rather brief discussion of
the human rights question. With regard to the energy matter
that was discussed today, about all I could say to you is that
it was a very open, free and far-ranging and frank discussion
in which all of the various problems were aired, and I think I
could say that the various heads of government I think felt
satisfied that they made good progress in understanding the
viewpoints that were expressed in elaborating upon them. We will
have to see tomorrow how that concludes. It may well be that
whatever decisions are reached on that matter will be communi-
cated by the chairman of the conference, Prime iinister Callaghan.

MORE
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On the human rights question, the President made
a brief statement in which he explained the position of the
United States and his personal position with regard to
human rights, indicating that this was a very important
matter to him, that it represented the feelings of the

American people to speak oution the basic rights of people
everywvhere.

He made the point that this was in no way directed
against any one particular country and was in no way intended
to be threatening or offensive toward anybody.

In the comments, the brief comments that the other
heads of government had, the general response was that the
emphasis on human rights that the President had made a part of
his foreign policy statements and goals was welcomed, that it
was understood that it represented in large measure the
feelings of the other countries as well, and that he felt
that it was a perfectly legitimate, proper and to them
generally congenial emphasis on the very important subject.

Q All of them said that?

SECRETARY BLUMENTHAL: This was the ceneral comment

of those who commented on it, and I think virtually everybody
did.

I think really that is about all I can tell you about
this afternoon's meetings. I will be glad to try to take
some questions, but I warn you the pickings will be slim.

Q On the nuclear question, is any effort being
made to draft a common set of guidelines that would apply
to future nuclear sales?

SECRETARY BLUMENTHAL: I really can't tell you.

The discussion is going on. I don't know how to come out
on that point.

Q Wlould you hope that such an agreement could
result?

SECRETARY BLUMENTHAL: I am really in the position
that I can't comment further on it. I really feel we have
to wait until the heads of government finish their discussion.

Q Why are you discussing nuclear, what is
"nuclear"? This is so general.

SECRETARY BLUMENTEAL: It is very general, and I
hope tomorrow when the discussions conclude, whoever does
the briefing, whether we do it individually or whether the
heads of government decide to have one briefing on it, that

it can be made more specific at this point, I can't really
tell you any more.

Q Even though, Mr. Secretary, the discussions
aren't completed, can you tell us something about the
American presentation and was it in line with the President's
previous remarks on this subject?

MORE
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SECRETARY BLUMENTHAL: I really can't go into
detail.

Q Mr. Secretary, how would you describe the
atmosphere?

SECRETARY BLUMENTHAL: The atmosphere was, I think,
very good. As I said, there was a very frank and open
discussion, very friendly discussion. I think the various
heads of government had an opportunity to question each
other, to make their viewpoints on this issue very clear

and to explore it, and I think made a lot of progress in
understanding what --

\

Q Mr. Secretary, could you tell us who put
the human rights question on the agenda and in what context
did it come up?

SECRETARY BLUMENTHAL: I don't know who
originally put it on the agenda. I can tell you that it

was President Carter who asked to speak to this issue and
did.

Q Mr. Secretary, does the President intend
to carry on his human rights statements publicly, even
if the Kremlin blackmails him about it and cets very
nasty about it?

SECRETARY BLUMENTEAL: Thetre’is nothing that
I can tell you, but I think you ought to ask him directly,

or perhaps Mr. Powell can give you the answer to that
question.

Q Mr. Secretary, did any of the participants
express any reservations about the tactical speakina out on
human rights, not the issue itself, in a broad sense, but
the actual speaking out?

SECRETARY BLUMENTHAL: They did not.
0 No reservations at all?
SECRETARY BLUMENTHAL: No.

Q Mr. Secretary, did President Carter brief the
other participants on the United States energy plan and vhat

was their reaction to its prospects for enactment by the
United States Congress?

SECRETARY BLUMENTHAL: The President, at this
morning's session, in reviewing the world economic scene
did in some area refer to the plan. He did not brief the
other participants as to its details, but he did relate
the reasons for his having put forward this comprehensive plan
towards impact not only in our own domestic economy, but

to what he felt would be the positive impact on the world
economy.

MORE
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Q Did they express any opinions on -- did they
express any doubts, rather -- as to whether the plan would
be implemented?

SECRETARY BLUMENTHAL: There was no doubt expressed
as to whether or not the Congress would implement this plan.
I may not have mentioned that this morning. I would say
again that there was, I would have to say, universal
agreement on the part of the other heads of government that
this was a very important, very constructive initiative by
the United States, and that they welcomed it.

Q Mr. Secretary, what about the treaty with the
Brazilians and Germans, nuclear treaty? Was it discussed?

SECRETARY BLUMENTHAL: I said earlier that I really
am not in the position to go into any of the details of what
was discussed until the discussion is completed. You will
get that information tomorrow.

Q Can you at least assure us that Mr. Carter
has not given up his effort to take a world lead position
in stopping the proliferation of nuclear weapons and available
nuclear resources for weaponry?

SECRETARY BLUMENTHAL: I can certainly assure
you that he has not given up any position that I am aware of.

Q Some of the Germans are saying that it was
an agreement to disagree on the sale to Brazil. Can you
comment on that?

SECRETARY BLUMENTHAL: I cannot.

Q Mr. Secretary, was there a range of comment
at least in response to the President on human rights, or
did everybody equally welcome the President's point of view?

SECRETARY BLUMENTHAL: Each head of government,
in commenting on the human rights question, was positive
and agreed with the importance of this issue. Everyone,
obviously, made somewhat different points about this matter.

But the general thrust of the comments that were
made was that of applauding the President for having taken
the initiative of understanding what he had done, of support

of it, and of underlining the importance of this issue for
all of us.

l1ORE
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Q Mr. Secretary, as you pointed out this morning,
most of the foreign leaders are fairly well familiar with
President Carter's public stands on things that are in the
public domain. 1In his presentations, is he presenting them
with information that has not been generally known publicly
before or is he simply repeating an explanation of his
positions on these various things?

SECRETARY BLUMENTHAL: Generally speaking, he is
explaining to them his positions, much of which has been
previously discussed within the United States. He does

from time to time refer to particular facts or data that may
not have been that widely available.

Q So this is not an occasion in which he is
bringing them a bulk of new information; most of this 1s a

conversation about policies which are already very much on
the record?

SECRETARY BLUMENTHAL: To a large extent, but they
discussed the reasons for these policies, the thinking that
has led to them, the goals of these policies toward obviously
fairly free-ranging and substantive discussion that goes
into the background of many of these in history and goals
of many of these policies,

Q Ir. Secretary, with everyone getting along
so well, you are leaving the impression everything is sweetness
and light and everybody is saying what we already know. Why
are they meeting?

SECRETARY BLUMENTHAL: That is a conclusion that
you are drawing. With regard to the energy question, I am
leaving only with you the information that there was a good
and full discussion; that it was a useful and fruitful one;
and that it will be continued tomorrow.

Q IMr. Secretary, usually when people use words
like "free" and "frank" discussion, they are meant that there
was some disagreement. Yet you say there are no reservations
expressed about nuclear policy, about human rights. Why, then,
do you use the term that several times these were frank
discussions?

SECRETARY BLUMENTHAL: With regard to the nuclear
question, since it has not been completed we agreed that they
would complete it before we would talk about it in public.

It is for that reason that I am not in the position to go
into the details and you should draw no further conclusions
from it one way or the other.

With regard to the human rights issue, it was
covered in a very few minutes, and all I can do is to tell
you that there was broad support for the position of the
United States and the policies of the President in this area.
And that is really all that happened.

Q lir. Secretary, did any of the other leaders
express --

SECRETARY BLUMENTHAL: I am sorry. I can't hear
very well,

Q Did any of the other leaders express any reser-
vations about the matter of human rights?

MORE
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SECRETARY BLUMENTHAL: They did not,

Q How much time on that subject? How many minutes?
SECRETARY BLUMENTHAL: About 15 minutes.

Q Does that mean they would like to continue
their initiative?

SECRETARY BLUMENTHAL: You will have to ask them.
Certainly none of them suggested that he not continue.

Q But on the nuclear question, the fact that this
is not resolved and the subject is still being discussed later
on tomorrow, we would be right in concluding that there are
still outstanding disagreements between the members present.

SECRETARY BLUMENTHAL: The only thing you can conclude
from what I am saying to you--you can conclude anything you
wish~--but the only thing you ought to conclude from what I
am saying to you is that the discussion of the issue has
not been finished.

Q What is the issue? It is silly for us to
write stories, (Laughter)

SECRETARY BLUMENTHAL: I am sorry, I can't help you.

Q Has there been talk at this summit meeting
of holding more summit meetings?

SECRETARY BLUMENTHAL: There has been no direct talk
of that. 1In discussing this morning the world economic scene
and in particular in discussing the targets for growth and
the targets for stabilization programs that the various
participating countries explained that they are pursuing, there
was reference to the fact that it was important to keep these
programs under review; that this was something under active
review, to be sure that these targets were met; that this
was something that in the first instance Ministers could do
in the various international economic forums that will be
meeting in the course of the next several months; and there was
passing reference to the fact that if need be it would be
possible of course for heads of state to similarly follow it
and even to come together if that proved necessary, but it
was a passing reference,

Q Mr. Secretary, on the question of human rights
and negotiations with the Soviet Union, the argument' which
we are all familiar with is that the wrong policy on human
rights will inhibit the diplomacy upon arms control and
reduction. Was that matter discussed by itself?

SECRETARY BLUMENTHAL: It was not.

Q Not dealt with at all?

SECRETARY BLUMENTHAL: It was not.

MORE
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Q Was the Southern African situation discussed?
SECRETARY BLUMENTHAL: It was nct.

Q Are you satisfied you are going to reach an
agreement on the nuclear question?

SECRETARY BLUMEHTHAL: We will have to wait and
see how things come out tomorrow. I think it is quite
likely that they will.

Q Mr. Secretary, this morning the British, as
I understand it, anyway, criticized the alleged inflexibility
of the IMF loan conditions. How much sympathy was there
among the other participants to that criticism?

SECRETARY BLUMENTHAL: I don't interpret the comments
that were made in the meeting, and I don't wish to get
into the comments of any one p<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>