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ECONOMISTS COMMENT ON MON-
DALE $200 OPTIONAL TAX CREDIT
PROPOSAL

Mr. MONDALE, Mr, President, on Jan-
uary 28, I introduced 8. 2806, which
would cut nearly $200 a year from the
average family’s tax bill by allowing tax-
payers to take a $200 credit for them-
selves and each of their dependents in-
stead of the exlsting $750 personal ex-
emption.

This bill would increase the purchasing
power of low- and middle-income Ameri~-
cans by nearly $6.5 billion, and help to

off the growing threat of recession.

am very pleased that the Senator

Minnesota (Mr. HumpHREY), the

tors from Iowa (Mr. CLARK and Mr.

Hucues), the Senator from Louisiana

(Mr. Jounson), the Senator from Con-

necticut (Mr. RisicorrF), and the Senator

from Utah (Mr. Moss) have joined me in
cosponsoring S. 29086,

I am pleased also that the distin-
guished Congresswoman from Michigan
(Mrs. GRIFFITHS), a senior member of the
House Ways and Means Committee, has
introduced companion legislation in the
House (H.R. 13197).

Shortly after introducing this legisla-
tion, I wrote to a number of distinguished
economists seeking their views on the
proposal. I have now received a number
of responses, and I would like to share
them with my colleagues.

I am very encouraged by the support
shown in these letters, While some of
those responding had reservations about
the proposal, they all contained extreme-
ly helpful suggestions and thoughtful
comments.

It is clear from the comments I have
received that there are differences of
opinion on the need for a tax cut at this
time. There are also differences—al-

ough fewer—on the form such a tax

should take.

~ his underlines the importance of the

gs Chairman Loxe has scheduled

next Tuesday, March 19, on tax cut

proposals. There should be a full airing

of views on such an important matter.

The chairman’s decision is a welcome and

constructive response to the deteriorating
economic outlook.

1 suggested hearings along these lines
in a letter to Chairman Loxe last month,
and I am extremely pleased that time has
been found for them on the very full
Finance Committee schedule.

There are three important justifica-
tions for the $200 optional tax credit.

It will help make up for the inflation
and higher taxes that are imposing such
a cruel burden on the average family,

It will help to head off the impending
recession.

It will make our tax system more
equitable.

Most of the comments I received dealt
with some or all of these points,
cpmunon FOR INFLATION AND HIGHER
} TAXES
- Inflation is accelerating. Prices rose
8.8 percent last year, but the rate was

10 percent in the last 3 months,

_consumer prices in January of this

; rose at an annual rate of 12 percent.

_ ®laxes too are going up, as inflation

pushes taxpayers into higher brackets,

and as payroll tax rates apply to higher
levels of income.

Senate

A $200 optional tax credit would com-
pensate—at least in part—for this
erosion in workers' incomes.

Walter Heller, Chairman of the Coun-
¢il of Economic Advisers under Presi-
dents Kennedy and Johnson, emphasized
this justification for the $200 credit in
his letter:

Inflation has eroded and is eroding the
real purchasing power of the $750 exemption
at a rapid rate. The boosting of that exemp-
tion to restore Its previous value, therefore,
ought to have a high priority. Since inflation
has taken a particularly heavy toll at the
modest and low income levels (especially be-
cause of the leap in food and oll prices), it
is appropriate that more of the benefits of
any tax adjustment today should be con-
centrated in the low income groups. The
shift to a credit option serves this purpose.

George Perry, senior fellow at the
Brookings Institution, made the same
point;

Consumers real Incomes have declined in
1973 as a result of soaring food prices and
will decline further in 1974 as a result of
soaring fuel costs. Your tax proposal would
restore some of these real Income losses,

Arthur Okun, Chairman of the Council
of Economic Advisers under President
Johnson:

In 1974 the American consumer will ba
spending directly and Indirectly for fuel
about $20 billlon more than last year to get
less product. This drain on the budget is
bound to have serious effects on the expe-
rience of other consumer industries—what
the consumer spends on oll Is not available
for speinding on other discretionary items
ranging from movie tickets to television seas.
Indeed, if the oil embargo ends and the avail-
ability of gasoline increases while its price
remains high, the drain on the consumer
budget will be even greater, . . .

In the present context, the provision of a
consumer tax cut may help prevent the kind
of retrenching in consumer living standards
that might otherwise fake place In response
to layofls and fuel aad food Inflation.

AN ANTIDOTE TO RECESSION

In a column in the March 3 Washing-
ton Post, Hobart Rowen reported that
key Nixon administration advisers have
concluded that the downturn in real
GNP for the first quarter of this year
“could be over 3 percent, and possibly as
much as 4 percent.” B

The respected economic forecasters at
the Wharton School at the University of
Pennsylvania have made a similar pre-
diction.

This Is decidedly more gloomy than
even the relatively cheerless report of
the Council of Economic Advisers a
month ago. And, of course, it can scarcely
be squared at all with the Canute-like
pronouncements of President Nixon
that—

There will be no recession In the United
States of America.

When ndustrial production is declin-
ing, unemployment is growing, and the
growth rate is negative, it takes more
than verbal legerdemain to convince
people that we are not in a recession.

So far, the administration’s principal
method of attacking the recession has
been to try to define it away.

The budget it has proposed for the
1975 fiscal year can only make things
worse. It is highly restrictive, with a full
employment surplus of $8 billion. This
means spending will be $8 billion less
than it would have to be to pump up the
economy and bring unemployment down
*o the “full employment” level of 4 per-

cent. This will clamp down on growth
and employment even more than this
year's estimated $4 billion full employ-
ment surplus, which has already served
to bring the economy to a standstill.

The $200 optional tax credit would put
an additional $6.5 billion in the hands of
consumers, and give the economy a badly
needed shot in the arm.

Most of the economists who wrote
commented on this justification for the
$200 credit:

Walter Heller put it this way:

Under present circumsiances, with the
economy sliding toward a recession, and
with the President's budget projecting an
increase In the full-employment budget sur-
plus (in NIA, or Mational Ineome Account-
ing terms) between fiscal 1974 and fiscal
1975, the $6.5 billlon of fiscal stimulus im-
plicit In your plan would be a welcome
stimulus to a lagging economy. Moreover, It
i= the kind of & boost that could be trans-
lated Into the withholding system and there-
fore Into higher paychecks very quickly.

George Perry wrote:

By sall available evidence, the economy is
already In another recession. A boost to con-
sumer purchasing power will help fight the
downturn, lessening the rise In unemploy-
ment that {8 In store and improving the
probability of & prompt recovery.

Robert Eisner, professor of economics
at Northwestern University:

I belleve that your proposed legislation for
an optional $200 per dependent credit is an
excellent step in the direction of stimulating
the economy. . . .

Arthur Okun:

In view of the bleak outlook for conspmer
expenditures (which represent nearly two-
thirds of our GNP), the prospects for an
early upturn are very speculative. There is
considerable risk that the sag could con-
tinue all year in the sbsence of policles to
bolster activity. On the other hand, there Is
little risk of a self-generating upsurge in
the economy that would make additional
fiscal support inappropriate. Thus, a well-
timed cut in consumer taxes would be an
important insurance policy against a pro-
longed and sharp slide in employment and
output, ...

. The vast bulk of the additlonal consumer
spending will go into areas where the eco-
nomy has avallable labor and plant capacity
to meet and greet added demand. In the
present situation, one can feel particularly
confident that the response will increase
output and employment rather than add to
inflation, While & number of shortage areas
remain in our economy, those except for food
and fuel will be vanishing durirg the first
half of 1974 as rapidly as they emerged dur-
ing the first half of 1973. The economy's
operating rates will be lower by mid-year
than they were late in 1972, when lumber
was the only significant product with a
shortage. In the case of food, only a trivial
part of additlonal consumer income adds to
the demand for food and thus a tax cut will
bave virtually no effect on food prices. In the
case of petroleum, the system of price con-
trols should ensure that any increment in
demand Is not converted into additionai In-
flation, Indeed, by evidencing concern and
effort by the government to make up for the
acute cost-of-lving sgueeze on the worker,
a tax cut could have beneficial effects In
preserving the recent moderate behavior of
Wages.,

Others who responded were not cer-
tain that a tax cut was the right eco-
nomic medicine at this point. However,
most sald that if a tax cut was decided
upon, the $200 optional eredit was pref-
erabie to an ecross-the-board cut or an
increase in the $750 exemption.



Otto Eckstein, professor of economics
at Harvard and a member of the Council
of Economic Advisers under President
Johnson wrote:

The economy is headed for a recesslon,
but a tax cut would come too late. The eco-
nomy is likely to be moving up at a pretty
good rate by the end of the year. The eco-
nomiec impact of a tax cut, even if action
were taken lmmediately, would barely be felt
before then. ..

If a4 tax cut Is undertaken, it should be in
the general form of your proposal. An across-
the-board tax cut would malinly benefit mid-
dle income familles; It would have & very
low muitiplier because they are not likely to
spend the cuts on automoblles and other
durables.

Gardner Ackley of the University of
Michigan, Chairman of the Council of
Economic Advisers under President
Johnson:

I am not sure that further stimulus—
which could certalnly not be effective for a
number of months—is needed, However,
there is enough uncertainty about that, that
it 1s probably useful for tax-cut proposals to
begin to be discussed and warmed up for uge
if extra stimulus should become necessary.

Robert R. Nathan, head of Robert R.
Nathan Associates, Inc. in Washington:
1 think we are definitely in a recession and
I have grave doubts about the basls for
pelieving, as many of my good friends and
liberal economists believe, that the economy
will pick up in the second half of the year.
. Therefore, something ought to be done
about stimulating the levels of economic ac-
Uvity. ...

A tax cut always wortles me as a measure
for stimulation of economlie activity. Almaost
every time we get a tax cut we end up with
a less progressive system. If we are going to
have a general tax cut I think your proposal
s excellent because !t really does help the
lower income groups much more than the
middle or higher income groups, and that is
Very iecessary.

John Kenneth Galbraith of Harvard:

Certalnly yours is the right way to reduce
texes. The effect on lower Income families
is more favorable than to raise the exemps-
tion.

However, I am very doubtful about a tax
reduction. Inflation 1s still & major problem.
It's a tough fact that tax reduction is the
wrong mediclne for that. And were there
need for more fiscal stimulation, I would
respond to the pressure of social need with
higher spending and public service employ-
ment.

The following table illustrates the
point made by many of those who re-
sponded; that is, that the $200 optional
credit gives proportionately more relief
to low- and middle-income taxpayers
than do alternative proposals to raise the
$750 exemption to $850, or to add a $25
per-person credit on top of the $750 ex-
emption:

Percent of tax raliel

cent of Addi-
tax-  $200  $850 ﬁnsnzal

Adjusted gross income able oplional exemp- S
class relurns  eredit tion  credit
5.3 2.6 1.3 1.7

1.7 9.7 5.2 6.6

143 152 88 10.6

2001 212 17.4 19.8

256 353 30.0 3.7

12.4 9.3 1.7 16.3

8.7 8 16.5 1.8

;| A - iy (N 11
$100,000 plus. ... F EESEEE =l ]

Source: Joint Committee on loternal Revenue Taxation
Based on celendar year 1972 income levels,

The $200 optional tax credit gives T8
percent of the relief to those in the $5,000
to $15,000 bracket, and 99 percent fo
those making less than $20,000.

Increasing the $750 exemption by $100,
however gives only 56 percent of the re-
lief to those In the $5,000 to $15,000
brackets, even though they make up 60
percent of all taxpayers. Furthermore, it
gives nearly 20 percent of the relief to
those making more than $20,000, even
though they represent less than 10 per-
cent of all taxpayers.

The proposal for an additional $25 per
person credit falls roughly between the
$200 optional credit and the $850 exemp-
tion in the percentage of relief it pro-
vides to each income category.

Joseph Pechman, director of economic
studies at the Brookings Institution, has

prepared an enormously helpful analysis

of the $200 credit, the $850 exemption,
and two other options, which carries the
comparison forward using 1974 and 1875
income levels.

His analysis generally coincides with
that prepared for me by the Joint Com-~
mittee on Internal Revenue Taxation us-
ing 1972 income levels. However, Pech~
man’s analysis shows that as ineome lev-
els rise, a substantially greater percent-
age of the benefits from the $850 exemp-
tion go to those with incomes over
$20,000.

I ask unanimous eonsent that the full
text of Dr. Pechman’s excellent ‘analysis,
and the aceompanying tables, be printed
in the Recorp at the conclusion of my
remarks.

The PRESIDING OFFICER. Without
objection, it s so ordered.

(See exhihit 1.)

TAX EQUITY

Mr. MONDALE, Mr. President, a $200
optional tax credit would be a significant
step toward tax equity and fairness.

Hearings on American familles before
the Subcommititee on Children and
Youth—which I chair—have demon-
strated the unfairmness of the exis
$750 exemption. While it is designed in
large part to help families ralse their
children, it discriminates strongly
against low- and moderate-income fam-
ilies.

The $750 exemption for dependents is
much more valuable for the wealthy
than it is for average Americans. It pro-
vides the most help to those who need it
least, and the least help to those who
need it most.

For those in the highest 70-percent

bracket—making $200,000 a year or,

more—each $750 exémption is worth $525
in reduced taxes. But for someone in the
lowest 14-percent bracket making
around $5,000 a year, each $750 exemp-
tion is worth only $105 in reduced taxes.

The new optional $200 credit would be
worth the same amount in reduced
taxes—$200—to everyone who used if,
and would make a real start toward re-
ducing the inequity inherent in the $750
exemption.

A number of the economists I wrote
stressd the greater equity of credits as
opposed to deductions.

Murray Weidenbaum of Washington
University, formerly Assistant Secretary
of the Treasury for Economic Policy in
the Nixon administration:

I have been urging the substitution of
credits for deductions on the personal income
tax as a way of increasing the progressivity
of the Federal tax structure. The enclosed
article presents some of the reasoning.

Otto Eckstein:

Your tax credit proposal would improve
the fairness of our tax system. There is little
reason why the walue of an exemption—
which is meant to help defray the living
costs of each family member—should rise
with income. Indeed, at the low tax rates
of the lower brackets, the tax benefit of the
exemption has become so small that it no
longer bears any relation ot the cost of sup-
porting a dependent,

Robert Eisner:

[Your proposal] is an excellent step in the
direction of . . . redreasing inequities in the
tax law. As you polnt out, the 8760 exemp-
tion offers large tax savings to the rich and
little or nothing to the poor.

James Tobin of Yale University, a
member of the Council of Economic Ad-
visers under President Eennedy:

I very much favor converslon of exemp-
tions into credits, and I am glad you are
sponsoring such legislation.

Walter Heller:

The shift [to a credit option)] also serves
the longer-run purpose of recasting the ex-
emption into a form that makes better sense
In terms of a distribution of tax burdens
that is fairer to the low income groups.

Wilbur Cohen, dean of the School of
Education at the University of Michigan
and Secretary of Health, Education, and
Welfare in the Johnson administration:

I strongly support the idea of a tax credit
for the personal exemptlons. A tax credit
is an important tax reform which should
have extremely high priority,

Arthur Okun:

The best Lype of tax cut would put in-
come rapldly into the hands of lower lncome
and middle-income groups. From that point
of view, the $200 credit option for the per-
sonal exemptlon seems ideally suited to meet
theé economy's needs. It could be promptly
reflected In withholding schedules and would
provide rellef to those who have suffered
most as a result of the food and fuel price
explosion of tha past year. By concentrating
the benefits in the tax cut in income groups

-

with marginal tax rates under 28 percent,
it improves the progressivity and equity of
the tax system. _

Many people have trouble understand-
ing why a $200 credit saves low- and mid-
dle-income taxpayers more in taxes than
E $750 deduction. An example might

elp.

Suppose a family has an income of
$10,000, If there are four people in th
family, that means four exemptic,
worth $750 each, for a total of $3.
This $3,000—plus the $1,600 standard de-
duction—is then subtracted from $10,-
000, and the tax is figured on what is
left—$5,500, The statutory tax rate on
that is just under 17 percent, and the
tax is $905.

Under a system of $200 tax credits,
however, only the $1,500 standard de-
duction is substracted from the $10,000
of income before the tax is figured. The
statutory tax rate on this $8,500 of in-
come is just under 18 percent, and the
tax would be $1,490.

However, the four $200 tax credits—
worth a total of $800—are then sub-
tracted from that $1,490, leaving a final
tax due of only $690. This amounts to &
saving of $215 over the $905 that would
be due using four $750 exemptions.

HELP FOR NONTAXPAYERS

Many of the economists who wrote
expressed concern that the $200 optional
tax credit would not help those with
very low incomes who pay no tax.

Walter Heller, for example, said:

(The] proposal should be accompanled by
other measures that will be of particu
benefit to those who fall below the exempt
umluandmbadlymneedofmcomum
port from the Federal Government,

James Tobin wrote:

I belleve the credits should be cashable, for
families that do not have sufficlent tax labif-
ity to use the credits aganist,

Robert Eisner:

I do believe, however, that there is a serious
deficlency In your proposal in falling to pro-
wide tax rellef for really low income earners
whose income taxes are less than $300 per
dependent or who pay no income taxes at
all, . . . I should like to see your proposal
enlarged to let the income tax credit be
taken against soclal security taxes to the
extent the taxpayer does not have lncome
tax lisbillties equal to the amount of the
credit,

Robert Nathan:

T know most of the people pay some Income
taxes but there are still quite a number at
the lower levels who do not pay and they
would not be benefited. Therefore, from an
equity polnt of vlew your proposal goes quite
8 long way but I don't think it would be
quite as helpful to the really low income

groups as some moderation in the payroll
tax, N

Stanley Surrey of the Harvard Law
School, Assistant Secretary of the
ury for Tax Policy under
Kennedy and Johnson, raised a rela
but somewhat different, issue:

[In] 1969 and 1871 the Congress, mainly
through the low Income allowance, made
sure that the income tax would not dip be-
low the poverty level, With infiation and
price rises, we now have people below the
poverty line being required to pay income

" tax, I think the first order of business is to

restore the prior policy.

The $200 optional tax credit would as-
sure that no one with an income below
the poverty line would have to pay Fed-
eral income taxes. The following table
shows the current poverty line for non-
farm individuals and families, and the
level of income below which no tax would

be due using a $200 credit:
Income below
Poverty 'i‘shiﬂ'a” t:‘
Family size line 3200 :r:d'i%
He nw
3,807 5 182
4871 6,247
5,748 7,300
6, 461 8 353
Joseph Pechman's letter contains an

exceilent comparison of the impact ™
three other options on poverty level t
ation. It is reprinted at the conecl :
of my remarks.

It is true that those who pay no in-
come tax at all would not benefit from
the $200 optional tax credit. As many of

those who wrote suggested, cuts in the
Federal income tax should be accom-



panied by other measures aimed at help-
ing those with incomes so low they pay
no tax.

The Senate has already acted on one
such measure, the imaginative and con-
structive proposal by the distinguished
chairman of the Senate Finance Com-
mittee, RusserL Lowe, for a “work bo-
nus” for low-income workers. Under the
LoNG “work bonus" plan—approved by

he Senate on November 30 by an over-
whelming 57 to 21 vote—each low-in-
come worker with one or more children
would receive a credit equal to 10 percent
of his income up to $4,000. The credit
would be gradually phased out for those
with incomes over $4,000, so that no one
with an income of over $5,600 would re-
ceive the eredit. The credit would be paid
whether or not the worker paid any in-
come tax, and would, therefore, benefit
those not helped by the $200 optional
tax eredit I have proposed.

The “work bonus” is in fact an excel-
1ent complement to the $200 optional tax
credit, since its benefits phase out at just
about the income levels where the bene-
fits from the $200 credit begin. The
“work bonus” establishes a strong begin-
ning toward helping working Americans
with low incomes. It is now in confer-
ence as part of H.R. 3153, and I hope the
House conferees will agree fo accept it.

Many of the economists who wrote me
have urged that social security payroll

tax reform be given high priority. I have
advocated this for a number of years,
and I hope we can move in this Congress
to ease the heavy burden of the payroll
jax on low- and moderate-income wage
arners and their families. The Loneg
*work bonus" is one step in this direc-
tion, and I hope we can build on that to
achieve fundamental reform in this very
important area.

The excellent work done by Represent-
ative MarTHA GrIFFITHS' Subcommittee
on Fiscal Policy over the last 2 years has
laid the groundwork for thorough-going
reform of the whole range of Federal in-
come and “in-kind” transfer programs
that are intended to benefit low-income
Americans. As Representative GRIFFITHS'
subcommitiee has demonstrated, these
programs have so many overlaps and dif-
fering eligibility formulas that they all
must be considered together in devising
an effective reform program. Changing
just one aspect of the system can often
lead to unforeseen and unwanted con-
sequences elsewhere. For example, when
a family benefits from a number of pro-
grams simultaneously—such as AFDC,
food stamps, medicaid, and public hous-
ing—it often happens that the family is
penalized severely for earning just a
little bit of extra money. This entire area
stands in need of reform, and I hope we
can move on it in the near future.

In addition, we must retain and
strengthen the existing social services

rogram—which provides child day care,
special help to the mentally retarded,
services to help the elderly stay in their
own homes—and other services to help
low-income families, the disabled, the
blind, and the elderly to achieve and re-
tain independence. And we need to en-
act strong child development legislation,
along the lines adopted by the Congress
and vetoed by the President years ago.
I will soon be reintroducing my child de-
velopment bill, and I intend to push for
early action on it.

Mr. President, I ask that the full text
of the excellent letters I have received
appear in the Recorn at this point. In
addition, I ask that a column by Walter
Heller in yesterday’s Wall Street Journal
entitled “The Case for Fiscal Stimulus,”
and a column by Hobart Rowen from
the March 10 Washington Post, also be
included in the Recorp at this point.

There being no objection, the material
was ordered to be printed in the REcorb,
as follows:

TUKIVERSITY OF MINNESOTA,
Minneapolis, Minn,, February 5, 1974,
Senator WALTER F. MONDALE,
U.8. Senate,
Washington, D.C.

'\ Dear Fritz: In response to your inguiry
t January 31 concerning your proposal for

an optional 8200 tax credit, I find it attrac-
tive for the following important reasons:

Inflation has eroded and is eroding the
real purchasing power of the 8750 exemption
at a rapid rate, The boosting of that exemp=
tion to resiore its previous value, therefore,
ought to have a high priority.

Since infiation has taken & particularly
heavy toll at the modest and low income
levels (especlilly because of the leap In food
and ofl prices), It 18 appropriate that more
of the beneflts of any tax adjustment today
should be concentrated In the low Income
groups, The shift to a credit option serves
this purpose.

The shift also serves the longer-run pur-
pose of re-casting the exemption into a
form that makes ‘better sense in terms of &
distribution of tax burdens that is fairer to
the low income groups. At the same time, it
preserves the existing family differentiation
for tax purposes in the higher income
groups. So it recognizes both the need for a
fair distribution of taxes by size of Income
and the need for reasonable differentiation
of tax burdens according to family obliga-
tions.

Under present circumstances, with the
economy sliding toward recession, and with
the President’s budget projecting an increase
in the full-employment budget surplus (in
NIA, or National Income Accounting terms)
between fiscal 1874 and fiscal 1976, the #6.6
billion of fiscal stimulus implicit in y
plan would be a welcome stlmulus to a
sagging economy. Moreover, it 18 the kind
of boost that could be translated into the
withholding system and therefore into
higher paychecks very quickly.

Needless to say, the exemption proposal
should be accompanied by other measures
that will be of particular benefit to those
who fall below the exemption 1imits and are
badly In need of income support from the
Federal Government. It should slso be ac-
companied or quickly followed by measures
of tax reform to cut back or end the many
unjustified tax preferences that erode our
tax system and give unfalr tax breaks to
the upper Income groups. A simple and
significant Increase in the minimum tax
would be a good place to start.

Sincerely,
Wavrres W, HELLER,
Regents' Professor of Economics.
THE BROOKINGS INSTITUTION,
Washington, D.C., February 5, 1974.
SENATOR WALTER F. MONDALE,
Russell Senate Office Buiiding,
Washington, D.C.

Dear Frrrz: Your proposal to allow tax-
payers the option of 8200 tax credits in
place of the $750 exemptions now avallable to
them on their Income taxes 15 a constructive
one and 1is particularly timely in today’s
economy. By providing some tax relief for
almost all families earning $20,000 or less,
the measure responds to the two great prob-
lems of 1974—inflation and recession.

Consumers' real incomes have declined in
1973 as a result of soaring food prices and
will decline further in 1074 as a result of
soaring fuel costs. Your tax proposal would
restore some of these real income losses,

By all available evidence, the economy
is already in another recession. A boost to
consumer purchasing power will help fight
the downturn, lessening the rise in unem-
ployment that Is In store and improving the
probabllity of a prompt recovery.

A tax reduction of $6.5 billion, which is
approximately the revenue loss from your
proposal, is fiscally sound. The economy needs
a push from the budget and an equitable tax
reduction would he a desirable part of a
stimulative program. Looking further ahead,
even if the economy recovers from the pres-
ent recesslon promptly, inflation will have
accelerated the normal growth of income tax
liabilitles, making some permanent tax re-
duction desirable for the longer run.

In short, your proposal has significant
merits on all important fronts, I am pleased
to endorse 1t and hope it 1s enacted.

With best regards,

Bincerely,
deorce L. PERRY,
Senior Fellow.
YaALE UNIVERSITY,
New Haven, Conn., February @6, 1974,
Hon. WaLTER F. MONDALE,
U.S. Senate,
Washingion, D.C. *

Dear Semnaror Monpate: Thank you for
your letter of January 31st. I very much favor
conversion of exemptions Into credits, and I
am glad you are sponsoring such legislation.
However, I belleve the credits should be
cashable, for familles that do not have suf-
ficlent tax liabillty to use the credits against,

I enclose a paper which may be of Interest.

Sincerely,
James ToBIN,

{The paper referred to s entitied “Reflec-
tions on Recent History"”, and was given by
Professor Tobin on December 28, 1073 before
the American Statistical Association.)

"

y

Law ScHoOL oF HARVARD UNIVERSITY,
Cambridge, Mass, February 7, 1974.
Hon, WaLTer F, MONDALE,
U.S, Senate,
Old Senate Office Bullding,
Washington, D.C,

Dear Pritz: This is In reply to your let-
ter regarding the $200 tax credit as an al-
ternative to the #8750 personal exemption.
This is an Interesting approach and cer-
tainly deserves consideration.

My initial thought is that I would like to
gee somebody score It out with respect to the
possible competing alternatives. For exam-
ple, In 1960 and 1971 the Congress, malnly
through the low Income allowance, made
sure that the Income tax ‘would not dip be-
low the poverty level. With inflation and
price rises, we now have people below the
poverty line being required to pay income
tax. I think the first order of business is to

“restore the prior pallcy. My guess 1s that this

could be accomplished by increasing the low
income allowance. Most of the revenue in-
volved would go to people around and above
the poverty level. K

The next question is whether income tax
relief should be given to people with up to
$15,000 income or so because inflatlon has
pushed them into higher brackets and thus
increased their tax burdens. If the answer is
“yes”, then we come down to & choice of
method. One way s granting a vanishing
credit as an alternative to the exemption,
which Is your apporach. Another way is to
raise the exemption Itself. The second way
is simpler and more traditional. The credit
approach may be In a sense too generous to
large families. T gather the economlists feel
that each additional child 1s not entitled to
the same tax offset as the preceding child
On the other hand, I can understand that
large famllies have problems and you may
want to do something about that. Once we
have straightened out the starting point of
the income tax, the real utility of personal
exemptions (or credits) 1s to achieve the
proper tax relatlonship among different
households—single people, married couples,
married couples with one child, two children,
ete. It is possible that the personal exemp-
tion does thls befter than the tax credit.

Of course the tax credit approach does cut
off tax reduction at some point whereas an
Increase in the personal exemption runs all
the way up the scale. The choice may thus
come down to what one desires to focus on—
stopping tax reduction at some point or, on
the other hand, giving more attention to the
relative tax burdens among different family
compositions at the same income tax level.

I would suggest that you ask the people
at Brookings to score out three alternatives—
an increase in the low Income allowance
(and perhaps a change in exemption) to get
the starting point back to the poverty level;
after that, comparing your credit
with any stralght increase in exemptions. If
this is done ane can see the diffarsnces AMONE
income and the oholce would be-
come somewhat easler.

This obviously is & kasty letter. If you do
get further informatiom from Brookings 1
would be glad teo look it over.

Sincerely, y
BraNixY 5. BURREY.
NORTHWESTERN UNIVERSITY,
Evauston, Ill., February B, 1974.
Hon, Wartes F, MONDALE,
U.S. Senate,
Washington, D.C.

Dear SeENaTOR MoNpare: I belleve that
your proposed legislation for an optlonal
$200 per dependent credit is an excellent
step In the direction of stlmulating the
economy and redressing ineguities In the
tax law. As you point out, the 8750 exemption

. offers large tax savings to the rich and little

or nothing to the poor. Ideally, the exemp-
tion should be replaced entirely by a flat
credit. I can understand, th that the
credit will prove politically more acceptable
if it is mpde optional so that no opposition
need develop from upper income taxpayers
who would find themselves worse off with the
credit than the examption.

I do belleve, however, that there is a
serious deficlency in your proposal in failing
to provide tax relief for really low income
earners whose incoms taxes are less than
$200 per dependent or who pay no income
taxes at all. For many of thess individuals
and familles lose substantial parts of their
income in social securlty taxes. I shoud Hke
to see your proposal enlarged to let the in-
come tax credit be taken against soclal se-
curity taxes to the extent the taxpayer does
not have income tax labilities equal to the
amount of the credit. This could presumsably
be done by having the social security ac-
count credited with the amount of the in-
come tax credit and the taxpayer in turn
refunded the amount that has been withheld
for soclal security.

Even this amendment would not offer
relief to the very poor who are not earning
income on which social security payments
are made. However, it wonld move a con-



siderable way in the direction in which you
are headed of eliminating tax benefits that
help the rich and give much lesser rellef if
any to middie and low income households.

On the matter of where to make up the
revenue loss when this proves necessary, I
waould urge that the “long-overdue reform of
foreign and domestic tax loopholes,” to
which you refer is much better than a tax
directed towards excess profits, I think it
folly to try to take away more In direct
profits taxes while refusing to eliminate the
huge give-aways In tax credits for foreign
payments for oil, along with the benefits
from depletion allowances, current charging
ui development and drilling costs, and equip-
ment tax credits and accelerated deprecin-
tion throughout the economy,

Sincerely,
RoperT EISNER,
Professor of Economics.
WasHioTON UNIVERGITY,
St. Louis, Me., February 11, 1974,
Hon. WarTer F, MoNDsLE,
U.S. Senate,
Wasitington, D.C.

DeAR SENATOR MoNDALE: This ia in reply
to your letter of January 81, with reference
to your proposal for a $200 tax credit. As you
may know, I have been urging the substitu-
tion of credits for deductions on tha personal
income tax as a way of increaxing the prog-
ressivity of the Federsl tax structure. The
enclosed article presents some of the reason-
ing.

However, I am concerned that the $6.5
blilion estimated revenue less would add to
inflationary pressures which remsain so very
strong. In this environment, I would sug-
gest that a more effective way of combatting
unemployment would be to redirect govern-
ment spending to the creation of jobs for
the unemployed.

Perhaps your approach can be combined
with a more comprehensive tax reform pre-
posal that would not yleld a large net loss
of revenue.

With all best wishes.

Sincerely,
MURRAT L. WEIDENBAUM,

(The article referred to is entitled “Bhift-
ing from Income Tax Deductions to Cred-
its”, and appears in the August, 1973, lssue
of TAXES—The Tax Magazine.)

Harvarp UNIVERSITY,
Cambridge, Mass., February 11, 1974.
Senator WaLter F, MoONDALE,
U.S8. Senate,
Washington, D.C.

Dear SENaTOR MoNDALE: Thank you for the
opportunity to take a look at your pro-
posal of a 200 personal income tax credit
lor each dependent as an alternative option
1o the existing $750 exemptions, Here ls my
reaction.

(1) Is the tax cut needed now?

The ecouoniy is headed for recession but a
tax cut would come too late. The economy
is likely to be moving up at a pretty good
rate by the end of the year. The economic
impact of a tax cut, even If action were taken
limmediately, would barely be felt before
then. This has always been the problem with
using taxes to fight recession—it is just too
slow. The major current problems of policy
are not to find a fscal stimulus, but to
handle the energy situation more skillfully.
1f the driving situation remalns in its pres-
ent state, there wil be major damage to retall
sales and to the housing industry.

If a tax cut ls undertaken, it should be
in the general form of your proposal. An
across-the-board tax cut would mainly bene-
fit middle income families; It would have a
very low multiplier because they are notl
likely to spend the cuts on automobiles and
other durables,

My feeling agminst a tax cut is malnly
bused on the longer-term needs for resources
by the federal government. We have cut taxes
too much in the last four years, and we will
need the iaxbase to meet future soclal goals.

Also, the current flush financlal condition
of the states and localitles will be short-lived.
Strong income growlh and revenue sharing
have been of tremendous benefit to local
governments. But there is no plan to expand
revenue sharing, and the economy will soon
be producing less revenue growth, Irn one
way or auother, the federal government will
be asked o pilck up more of the financlal
burdens.

(2) Pros and Cons of the proposal
"Your tax credit proposal would improve
the falrness of our tax system. There is little
reuson why the wvalue of an exemption—
which 15 meant to help defray the llving costs
of each family member—should rise with in-
come, Indeed, at the low tax rates of the
lower brackets, the tax benefit of the ex-
emption has become so small that it no
longer bears any relation to the cost of
supporting a dependent.

I would not make the tax credit an op-
tional feature. While I recognize that this
approach assures that no family will have to
pay more, the use of optional features in the
tax system hurts taxpayer morale. We now
have options for income averaging, for item-
Ized versus standardized deductions, and for
other features. Each option leads to extra
caleulations and opportunities for the tax
services. The present proposal would create
this kind of optlon for the eutire low- and

lower-middle income taxpaying population,

structure, there Is a simplicity to the oplional
tax credit which may make It more acoepisa-
ble. Given the choice of the present system
versus the Mondale propoeal, I would favor
the Mondale

I am very pleased to see that you are taking
fultiatives im the tax and ecomemic policy
areas.

With best wishes.

Sincerely,
Orvo BOKSTEIN.

UNIVERSITY OF Miscsncan,
Ann Arbor, Michk., February 19, 1974,
Hon. WaLTer F. MONDALE,
U.5. Senate,
Washington, D.C.

Dear Farrz: I am certainly sympathstic
with the purposes of your proposal for an
optional $200 tax credit as an siternative
to the existing personal exemption,

My reservations are essentialy three, First,
the Budget presented by the President is &
fairly stimulstive one, in my judgment.
Moreover, I tend to be more optimistic than
some others about the prospects for the econ-
omy. My own forecast sees a gulie healthy
expansion occurring beginniug about mid-
year and continuing through at least the
first half of 18756. I am not sure that further
stimulus—which could certainly not be effec-
tive for a number of months—is needed. How-
ever, there Is enough uncertainty about that,
that it is probably useful for tax-cut pro-
posals to begin to be discussed and warmed
up for use if extra stimulus should become
necessary. :

Second, I find it difficult to become com-
mitted to Individual piéces of a tax reform
program without knowing what the other
pieces will be. While I favor making the
personal tax more progreasive, especially at
the lower end, there are many other variables,
including rate structure, standard dedno-
tions, credit for payroll taxes, etec. which
could achieve this and which could be even
more useful elements in a total tax reform
package. However, I assume that the various
elements need to be traded off against each
other in the effort to secure a bainncsd and
enactable package. Giving away the goodies
of tax reductions one at a time, may not be
the best way to achieve an effective reform,
which needs to include a great many tax tn-
crease slements,

My feeling 1= that for the long run we-are
going to need a Federal tax system which
will take atleast as much out of the economy
as our present system. I therefore would not
support other than temporary and sasily re-
versible tax euta for flecal policy ressons un-
less there were no alternative. You, of course,
are in & far better position than T am to know
what is feasible.

In any casse, I congratulate you for getting
some of these issues on the fire, and wish you
every success In this as in your other endea-
vors,

Sincerely,
GARDNER ACKLEY,
Professor of Economics.
Harvarp UNIVERSITY,
Cambridge, Mass., February 20, 1974.
Senator WaLTER F, MONDALE,
U.S. Senate,
Washington, D.C.

Dear Frrtz: T am away in Switzerland
composing & beok—appropriately on money
and its history. Do forgive me for not com-
menting st length on your proposal. Certainly
yours is the right way to reduce taxes, The
effect on lower income families is more fav-
orable than to raise the exemptiom.

However, I am very doubtful about a tax
reduction. Inflation is stfll & major problem.
It's a tough fact that tax reductlon is the
wrong medicine for that. And were there
need for more fiscal stimulation, I would re-
spond t{o the pressures of soclal need with
higher spending and public service employ-
ment,

All the best,

Yours faithfully,
JoHN KENNETH GALBRAITH.
RoBErRT R. NaTHAN AssoCiaTEs, INC.,
Washington, D.C., February 25, 1974,
Hon, WALTER F. MONDALE,
U.S. Senate,
Washington, D.C.

Dear Frrrz: Please forgive me for not re-
plylng promptly to your letter of January
31st, I have been away from the office quite
n bit lately.

I have read the statement you made In the
Congressional Record on January 28th and
have looked through the tables and com-
ments very carefully. There are several ques-
tions, one which relates to the desirability of
a tax cut as compared with an increase In ex-
penditures as 8 means of stimulating the
economy. The second ns the question
of the kind of tax cut which will be most
equitable and which would have the greatest
economlic lmpact. The third guestion relates
to basic tax reforms and the element of pro-
gressivity. Let me take these up In some
separate but related order,

I think we are definitely in‘a recesslon and
I have grave doubts about the basls for
belleving, as many of my good friends and
liberal economists belleve, that the economy

will pick up in the second half of the year.
Maybe it will but I do not see the basls for
such optimism as yet. Therefore, something
ought to be done about stimulating the
levels of economic activity. I personally
would prefer at least some Increpse In ex-
penditures for mass transit and for improved
rall transit and for rapidly exploring and ex-
ploiting slternative sources of encrgy. T do
think we could spend an awful lot of money
on buses and the Federal Government could
give these buses to local transit authoritles
on the understanding that the fdres would
be maintained where they are, or preferably
reduced. We would be a lot better off if we
subsidized bus fares and rallroad cars for
the transportation of coal and the like, Sueh
expenditures could, I think, be stimulating
to recovery or they would at least cushion
the declines in business activity that appear
to be Imminent.

There are other expenditures In terms of
public employment, which was thie subject
of proposal you submitted some weeks ago,
and that would make a lot of sense.

A tax cut always worrles me as a measure
for stimulation of economic activity. Almost
every time we get a tax cut we end up with
& less progressive system. If we are going to
have a general tex cut I think your proposal
is excellent because it really does help the
lower Income groups much more than the
middle or higher income groups, and that is
very necessary. I know most of the people
pay some income taxes but there .are still
quite a number at the lower levels who do not
pay and they would not be benefitted. There-
fore, from an equity point of view your pro-
posal goes quite & long way but I don't think
it woud be quite as helpful to the really low
income groups as some moderation In the
payroll tax. As far as stimulating the econ-
omy ls concerned, I am sure some of the tax
savings which would be achleved through
your measure would be spent, but we haven't
much of an idea of what the marginal spend-
ing habits are going to be In a recession that
is generated by shortages of an input which
is as pervasive as power and fuels, It is hard
for the economist to figure just how to
stimulate this economy to get us back toward
full employment without accelerating the
rate of inflation and also with some sense
of confidence that certaln measures are go-
ing to really be effective. This Is one of the
reasons why any stimulating activity “Fould,
in my judgment, Include expentlitures such
a8 mass transit becanse this we know would
be helpful to the middle and lower income
groups because it would keep their transit
fares down and they do ride a great deal

far as alternatives in tax reductions
are concerned, I still would like to see some
of the reduction in the payroll taxes. In my
Judgment we have worshiped the concept of
actuarial purity for much too long because
soclal security really Is not a true actuarial
system and I think we should have had a
third source of revenue in addition to the
payroll taxes on employers and on employees
and that the third source should be general
revenues. Just to placate those who keep
wrapping themselves up In the actuarial
mythology, we could have general revenue
contributions for cost of living adjustments
and for improvement factors in social secu-
rity benefits. T can't think of another tax
which is as regressive as the payroll tax be-
cause the higher the income the lower the
proportion subject to the payroll tax. I would
love to see us put some general revenue into
the reserve and reduce payroll taxes in em-
ployees by a similar amount, and that wonld
certainly be the biggest help one coyld give |
to the lower income groups,

Again, I do like the principle you are pur-
suing and it certainly is one devil of a lot
more equitable than ralsing the exemptions.
I suspect what I would push for would be a
part of the stimulation In the form of in-
creases that would be spent quickly and
would help the nation’s economy and a part
through your method and then another part
in the form of reduced payroll taxes. Of
course this then raises a political question as
to which is the more feasible or more salable.
I don't llke to go for pure proposals which
have no chance of achievement and I think
that if the increased spending or the cut in
payroll taxes were unlikely to succeed then I
would go overboard on your proposal. T would
at least like to see us start part way with
that and part in the other direction,

I hope these observations are of some In-
terest. If you ever have a few moments and
would like to talk about them let me know
and I will be glad to come down,

Best wishes.,

Sincerely,
RoBerT R. NaThHAN.
UNIVERSITY OF MICHIGAN,
March 4, 1974,
Hon. WaLTER F. MONDALE, :
U.8, Senate,
Washington, D.C.

Dear Farrz: I have your letter of February
21 concerning your Bill 5. 2906 to convert the
present deductlon for personal exemptions to
a tax credit. '

I strongly support the idea of a tax credit
for the personal exemptions. A tax credit s
an important tax reform which should have
extremely high priority.

In my opinton, the tax credit should be
limited to three children and two adults.
Moreover, I belleve that there should be a
higher credit for the first child.



These suggestions would fit very appropri-
ately into your ideas concerning strengthen-
ing family and child life.

T do not see why we should conlinue 10
give deductions or credits for more than
three children except in the case where the
child was not a natural child and was adop!-
ed. T believe that it would strengthen onr

wever, continue to permit credits for a
natural or adopted child who was totally
disabled (utilizing the definition of disabil-
ftv under title 11 of the Social Security Act)
irrespective of the age of the child.

My justification for a higher amount for
the first child is that this 15 where the major
financial burden arises for a young famlly.
In the case of the first child there is usually
a need lor additional space and expenditures
which are somewhat less per person for the

second and third child, My preference 1s a
£300 tax credit for the first child: 8200 for
the second child; and $100 for the third
child,

In passing, I would also like to bring to
your attention that the federal matching
payment to the states for dependent chil-
dren under title IV of the Social Becurity Act
has not been fncreased since 1965. There has
been approximately a 50 percent increase In
the price level since that date without any
additional federal financing of the cost. 1
believe It is important that a cost of living
adjustment be added to ithe program so that
these children will not be penalized by in-
flation,

Quite frankly, I would like to see you cou-
ple these two ldeas together so that fam-
llles with chlldren would be helped whether
they were children in famllies where the par-
elit was an earner or was on welfare. This
vould truly be n program that would im-
rove family life and the welfare of children
"With best personal wishes,

Sincerely,

mily planning pelicies to limit any tax
c";riils normally to three children. I would,

Wireur J. CoHEN,
Dean
ArtTHUR M. ORUN,
Washington, D.C., March 11, 1974.
Hun Wauter F. MONDALE,
U.5. Senate, Washington, D.C.

Dean SeENaToR MonpDaLE: In response to
wyne questions you raised, I should like to
expluin my position on the general desirabii-
ity of & tax cut for consumers in 1874, and
my views on the particular proposal for a
200 tax credit in leu of the usual personal
exemption,

Output and employment in the U.8. econ-
oy are sagging today. Our rerl GNP for this
quarter is reglstering a market decline—-one
of the sharpest declines In sixteen years
Many initial features of the decline—such as
the coliapse of new car sales—are just begin-
ning to exert their damaging secondary ef-
feets on other industries. The outlook for
consumer demand s particularly bleak, re-
flecting the anxletles of American families
associated with the combination of job lay-
olfs and rapid inflation, and the drain on
their budgets from food and fuel inflation
In 18974 the American consumer will be
spending directly and indirectly for fuel
ubout $20 billlon more than last year to pet
less product. This drain on the budget is
hound to have serious effects on the exper'-
ice of other consumer industries—what the
snsumer spends on oil is not aveilable for
sending on other discretionary items rang-
g from movie tickets to television sets. In-
deed, if the oil embargo ends and the avail-
ability of gasoline Increases while its price
remains high, the draln on the consumer
budget will be even greater. This spending
will not create jobs or output In the United
States for the foreseeable future.

In view of the bleak outlook for consumer
expenditures (which represent nearly two-
thirds of our GNP), the prospects for an
early upturn are very speculative, There Is
constderable risk that the sag could contiinue
all vear i1 the absence of polleies to bolster
activity, On the other hand, there iz little
risk of a self-penerating upsurge in the econ-
omy that would make additional fiscal sup-
port inappropriate. Thus, a well-timed cut
in consumer taxes would be an important
insurance policy against a prolonged and
sharp slide In employment and output

According to the best historical evidence
widespread small Increases in consumer take-
home pay get into the spending stream. The
excellent results in stlmulating economic
growth that followed the 1964 tax cut deun-
onstrates that. In the present context, the
provision of a consumer tax cut may heip
prevent the kind of retrenching in consumer
living standards that might otherwise take
place in response to layoffs and fuel and food
inflation.

The vast bulk of the additional consumier
nding will go into areas where the econ-
uy has available labor and plant capaclty
meet and greet added demand. In the
present situation, one can feel particularly
confident that the response will increase
output and employment rather than add to
inflation. While & number of shortage areas
remain in our economy, those except for food
and fuel will be vanishing during the first

hialf of 1974 as rapidly as they emerged dur-
ing the first half of 1873. The economy's
operating rates will be lower by mid-year
than they were late In 1972, when lumber
was the only significant product with &
shortage. In the case of food, only a trivial
part of additional consumer income adds to
the demand for food and thus a tax cut
will have virtually no effect on food prices.
In the case of petroleum, the system of price
conirols should ensure that any increment
in demand is not converted Into sdditional
inflation, Indeed, by evid Ing 1 and
effort by the government to make up for the
acute coat-of-living squeeze on the worker,
a tax cut could have beneficial effects in
preserving the recent moderate behavior of
WAages.

The best type of tax cut would put income
rapldly into the hands of lower income and
middle-income groups. From that polut of
view, the $200 credit option for the personal
exemption seems fdeally suited to meet the
economy's needs, It could be promptly re-
flected In withholding schedules and would
provide rellef to those who have suffered
moest as a result of the food and fuel price
explosion of the past year. By concentrating
the benefits in the tax cut in income groups
with marginal tax rates under 26 percent, it
improves the progresaivity and equity of the
tax system.

1 do hope that the Congress will give serl-
ous and prompt consideration to this con-
structive measure.

Sincerely,

ArTHUR M. OHUN.

[From the Wall Street Journal, Mar, 11 1974]
TaHE CAsy FOR Fi8CAL BTIMULUS
(By Walter W, Heller)

Once again, the battle between anti-reces-
sionists and anti-inflatlonists is joined.
Without differing wzry much on the 1974
economic scenario—downturn and double-
digit infiation in the first half followed by
an upturn and some ebbing of inflatlonary
pressures in. the second—the antagonists run
the gpamut from “ease up” to "hold tight"
In their prescriptions for fiscal-monetary
policy in 1974,

Part of this divislon refiects conflicting
diagnoses of the nature of this year's re-
cession and inflation. Partly, it grows out
of divergent appraisals of how much of any
given demand stimulus will translate into
jobs and output and how much into more
inflation (either now or later). And in no
small part, it goes beyond positive economics
to a conflict of values,

Nothing throws the fssues Into bolder
relief than the proposal for a gquick Income
tax cut in the form of an Increase In per-
sonal exemption. A tax reduction of $5 bil-
lion to &6 billion a year could be effected
either by boosting the per caplta exemp-
tion from 8750 to $000 or by adopting Bena-
tor Mondale's proposal to give the taxpayer
the option of taking a $200 credit against
tax or continuing to deduct $750 from in-
come.

The equity case for this move is ob-
vious: .

Before the year is out, inflation will
have eroded the real value of the §750 ex-
emption by more than 20% since it went
into effect at the beginning of 1972,

Even more important, boosting exermp-
tions would concentrate the bulk of the tax
benefits at the middle and lower end of
the income scale where recent inflation,
especially in the form of surging food and
fuel prices, has exacted a particularly heavy
toll. (To reach the lowest incomes calls for
further action, e.g., a step-up in social serv-
ice programs and relief from BSoclal Se-
curity peyroll taxes on the poor.)

Indeed, the soclal rationsale for Income
and payroll tax relief In the lower brackets
is so compelling that 1t would make sense
even if it were matched by simultaneous
tax increases elsewhere,

But equity aside, can a broad-based in-
come tax cut stand on iis economic mer-
its? Those who say it can't—Messrs. Shultg,
Burns, Fellner, McCracken and Stein some-
how come to mind—cite such arguments as
these:

Our current economie downturn Is main-
1y the result of supply restraints, of shortages
and bottlenecks; such demand deficlencles
as exist will soon correct themselves.

Any further stimulus will simply increase
the ferocity and tenacity of inflation.

Mr. Nixon's fiscal 18756 budget already con-
tains all the stimulus the economy can stand.
And besides, cutting income taxes today robs
us of vital revenue-ralsing power we need
for tomorrow.

Straw men? Hardly. But nelther are they
holy writ.

SOME UNMISTAKABLE BIGNS

First, as to the nature of recession. Though
supply shortages get the headlines, a close
look reveals unmistakable signs of a sh
of demand. The weary consumer, whiplashed
by tight money and fiscal restraint and whip-
sawed by runaway food and fuel prices, has

pulled in his horns:

For nearly a year, his consumption of dur-
ables other than autos has fallen in real
terms, while his consumption of non-dur-
ables and services has kept only a trifle ahead
of Inflation.

As to autos, the gasoline shortage has
converted an decline into an actual
disaster. Lying behind the 279 drop in over-
ell sales of domestic cars last month was a
plunge of nearly 60% In demand for stand-
ard and larger models.

Tight money has cut the rate of reslden-
tial construction outlays from $60 billlon
A year ago to around 847 billlon today.

For consumers, January was perhaps the
cruelest month. While personal Income
dropped $4 billlon, consumer prices raced
upward at a 12% annual rate. Real spendable
earnings of hnon-farm workers, after taxes,
were down 4% from a year earlier, the larg-
est drop in 10 years.

Nor i5 any early rebound in sight. It will
be months before exploding oil prices have
worked their way through the economy, soak-
ing up $15 billion to $20 billion of consumer
purchasing power in the process. For that's
the amount of tribute the American con-
sumer has to pay foreign and domestic pro-
ducers of oll—and in the shortrun, very
little of the funds thus siphoned off will re-
appear- in the economy as demand for ex-
ports or Increased dividends and capital
spending by the U.S. oll Industry. So even
with an end to the Arab embargo, the UB.
economy will continue to suffer the
of “oil drag"—a cost-inflation of prices and
& tax-like deflation of demand,

Contrary to the Alice-in-Wonderland rea-

in Mr. Nixon's veto message on the
energy bill, a rollback in domestic crude oil
prices could materially ease that drag, For
example, a cutback in new oll prices to 88
and old oll prices to 2425 (as against §7.09
and $5.28 in the energy bill), while main-
taining strong incentives for boosting out-
put of new oil and oil substitutes, would
serve to:

Cut oil-cost Inflation by $5 billlon,

Restore §5 billion of real purchasing power
to consumers.

Stop that amount of excess profits at the
source.

It isn't often that a single measure prom-
ises to cut cost inflation, bolster aggregate
demand, curb profiteering, and still maintain
vital incentives, Yet doctrinaire pursuit of
market ideology coupled with a paralyzing
fear of further inflation seems to be blind-
ing policy makers to the opportunities for
simultaneously serving different objectives
of policy. Not all demand stimulants aggra-
vate inflatlon on net balance. f

That brings us to the second major charge
against the proposed tax relief, namely, that
much or even most of it will run off into
added inflation. No one can deny that added
dollars in consumers’ hands will elicit some
price increases. But In 1874, a year in which
deficlent demand will persist even after re-
covery replaces recession, the trade-off will be
highly favorable. Consider the nature of to-
day's inflation:

Above all, it reflects price pressures born
of the food and fuel shortages of ¥
which, as Arthur Burns cogently pointed out
last fall, “hardly represent either the basic
trend in prices or the response of prices to
previous monetary or flscal policles.” After
this year, those pressures will begin to burn
themselves out, leaving a legacy of high but

less rapidly rising prices.

In part, it is & lagged response to the hoom
in world commodity prices in general. And
these pressures too will ebb even as demand
recovers, much as they did arter the price
explosion set off by the EKorean boom In
1061,

Further, it Is a result of a sharp rise
in unit labor costs, which moved ahead at a
9% annual rate in the last quarter of 1973
and will get worse in recesslon before getting
better In recovery.

Upward price adjustments as Industries
are freed from controls will also give infla-
tion a Jolt, largely a one-shot phenomenon.

In other words, Inflation in 1974 has a life
of its own, nourished not by excess demand
but mainly by a variety of cost factors be-
yond the reach of filscal and monetary man-
agement. The great bulk of the stimulus of &
prompt tax cut would therefore express It-
self in higher output, jobs, and income, not
in higher prices.

It can be argued—Iindeed, George Perry of
Brookings has argued—that a well-tempered
tax cut can help relleve cost-push pressure
by redressing labor's cost-of-1iving grlevances
in part through tax relief rather than wage
escalation. Labor leaders keep an eye closely
cocked on that critical barometer, “real
spendable earnings after taxes.” Cut Incomse
and payroll taxes and real earnings rise. If
a fiscal bargaln could be struck with labor
to substitute this paycheck sweetemer in
part for wage hikes, less of the 1973-T4 food
and fuel price upsurge will be built into
wage bargains,

But what about the legacy of a weakened
tax system in 1975 and later years? Won't
the infiatlonary chickens come home tm



roost? Not Uf respousive fiscal and monetary
policies head off renewed excess demand
when it again threatens the economy.

For that matter, the Congress should bulld
in & large pari of the protection by coupling
its exemption boosi with a firm commitment
to enact compensating revenue-ralsing tax
reforms to become effective in and beyond
1675. The necessary funds could be ralsed
simply by a substantial hike in the minimum
tax plus a phasing out of most of the tax
shelters for petroleum as oil price curbs are
progressively relaxed. (It is worth noting
that with appropriate pricing policies, one
can both avold punitive excess profils taxes
and phase out the distorting and inequitable
tax preferences for petroleum—thus serving
both eguity and efficiency.)

THE THIRD QUESTION

But one still has to confront the third
question: Isn't Mr. Nixon's new budget al-
ready offering plenty of stimulus to s Bag-
ging economy? And besides, shouldn't we be

reastured by Mr. Ash's promise to “bust the
budgel” if Mr. Nixon's exercise in exorcism
falls and the economy is by recesslon repos-
sessed? The answer is “no” on both counts.

True, the fiscsl 1075 budget gives the ap-
pearance of stimulus, Spending Is scheduled
to rise 830 blllion, and the deficlt to double
from #4.7 billion to $9.4 billion. But as this
most realistie of Mr. Nixon's budget messages
makes clear, “the recommended budget totals
continue |the| polley of fiscal restraint as
part of a continuing anti-inflation program."”
Indeed, the unified budget surplus on a full-
employment basis would rise from $¢ bil-
lion to 88 billion.

On a national Income accounts basis, the
rise in the full-employment surplus would
be even greater. Even without fully accept-
ing the St. Louis Federal Reserve Bank num-
bers showing a rise in the Tull-employment
surplus from & rate of $2 billion in the first
half of 1974 to nearly $13 billion in the
tirst half of 1975. and even allowing for the
inevitable slippage in the budget process,
one can safely conclude that the fiscal 1975
budget, contrary to surface appearances, of-
fers no substantial stimulus to the economy.

But what of the assurances that contin-
gency plans will be rolled cut to step up
spending in case recession rears its ugly
head? Given the typical Iags in pelicy action
and economic renction, one can oniy say that
the time to act 15 now. When a man is
drowning. one should not deny him a life
preserver on grounds that one can always
resort to mouth-to-mouth resuscitation.

[From the Washington Post, Mar. 10, 1674|
RECESSION CHARADE

President Nixon keeps reiterating, In his
stubborn way, that “there will not be a re-
cession in 1974, as if the repetition of that
hopeful thought will, like magic, wash all
the nation's economic troubles away.

The hard fact Is that the economy 1s suf-
fering a contradiction which is clearly evi-
dent in rising unemployment, lower factory
cutput and rising prices. Whether, In the
end, it qualifies for the technical definition
of a recession 1s not much of a point.

However, many reputable economists be-
lleve that the nation iz already in at least the
third month of a recession which will lower
real gross nationsl product for the first half
of 1974,

A survey of 62 leading forecasters, as re-
ported in the Washington Post Friday, sees
at least a mlld decline in real GNP for the
first half of 1074. The Wharton School, and
Prof. Otto Ecksteln’s Data Resources Insti-
tute, among others, see a somewhat sharper
dip, with inflation a serious problem.

The more serious fall-off could arise if
the first-quarter slide reaches the annual
rate of 3 to 4 per cent now considered possl-
ble by statisticlans within the Nixon admin-
istration itself, as was reported in this space
last week,

The recession charade Mr. Nixon has been
playing could be ignored as the natural re-
flex of a politician already in deep trouble
if it did not imply the absence of a program
to contain the damage.

By saying that there will be no recession,
that, if everyone is patient, food and fuel
prices will come down, leading to a recov-
ery by the end of 1974, Mr. Nixon is also
saying that his government isn't called on to
take positive steps to stimulate the economy.

Economic Council Chairman Herbert
Stein, a perennial optimist, reassured the
Governors’ Conference here the other day
that although there is “no prospect of in-
stant relief” from unemployment and Infia-
tion problems, there will be “a strong re-
vival” around mid-year.

Steln expects a resurgence of auto sales,
& “clarification” of the gasoline situation, a
gain in new housing starts, a strong expan-
sion of private capital investment, and
boosted federal, state and local spending.

In an interview with The Washington
Post, Treasury Secretary George Shuliz adds
that he expectas a break in inflated world
commodity market prices, and counts once
again on the maturity of unlon leadership
to keep wages from going through the roof.

A Beries of UeStIONs put Lo Stein at the
Governors’ Conference indicates that the
chief executives of the states are much more
concerned about Inflation, fuel allocation
problems, oll company profits, and high
unemployment than the government here In
Washington appears to be.

The problem with the Stein-Shultz analy-
sis—on which Mr. Nixon bases his '“no-re-
cession' promise—is that it 16 predicated on
getting all the breaks In a very uncertaln
and unstahle world.

Not the least of current anxietles relates
to the continuing Walergate mesa. Although
they know that an impeachment process
would be a traumatic experience for the
nation, big businessmen (Republicans as
well as Demodrats) now say openly that the
best course naw wowld be an impeachment
proceeding that will scttle the issue as
quickly as possible.

Avolding s significant recession will re-
quire good and plentiful crops to hold down
food prices, the absence of a protracted
decline in the rest of the industriaiized coun-
tries, a reduction In the extortionate olil
prices set by the cartel, & rapid conversion
of the auto industry to smaller cars,
assurance of steady gasoline supplies so
that consumers are willing to buy cars, &
good flow of funds to the savings institutions
that finance private housing, a reduction of
general inflationary pressures which already
have reached the highest levels since the
first World War, actual wage settlements
which do not generate a new wage-price
push and, above all, 8 reversal of consumer
uneasiness about the health of the economy
which will make them spenders instead of
savers.

And beyond that, 1t will require an active
fecdleral government policy designed to give
the economy & well-timed monetary and
fiscal push.

But as Stein Indicated, the adminlstration
will be cautious aboui “pumping up the
economy” too far. To Republican Gov. Jack
Willlams of Arlzona, worried about rising
unemployment, Stein said that “we must
endure a perfod of restraint fn our ambi-
tions" to cut back the Jobless rate because
Inflation Is such an overwhelming prablem.

‘The contrary point of view was presented
by Arthur Okun, former thairman of the
Jobnson Council of Economic Advisers.
Okun, who believes we are several. months
into a real recession, told the governors that
counter-r ion moves should be made
now, even though he agrees that the eco-
nomic slide will be modest, rather than 1930s
style.

Okun would roll back domestic crude: oil
prices which, along with other inflated
prices, “have been draining some $20 billion
from consumer budgets." He also would cut
income and payroll -taxes in a way deslgned
to henefit lower- and middle-income groups
by 85 billion to §6 billlon & year. Sen. Edward
F, Eennedy (D-Mass.) and Walter F. Mon-
dale (D-Minn.), among others, have pro-
poged legislation adong such lines.

“The time to sct s now,” Okun says. “A
little preventive medicine would go a long
W&,.“

Nixon, Shultz and Stein aren't convinced.
They fear an oil price rollbuck would be
costly in the long run, and argue that a tax
cut should be the last medicine to be
prescribed. But If the economists’ reading
as shown by the ASA poll turns out to be
right, tax cutting may gain a popularity that
crosses party lines by mid-summer.

Exmmrr 1
THE BROOKINGS INSTITUTION,
EcoNomic STUDIES PROGRAM,
Washington, D.C., February 28, 1974.
Hon. WALTER F. MONDALE,
U.8. Senate, -
Washington, D.C.

Dear Firrz: In response to your recent
request, I have: examined the revenue loss
and distributional impact of four alternative
tax credit or exemption reform plans, includ-
ing your proposal. The findings are summa-
rized In the five tables accompanying this
letter. The revenue estimates are based on a
projection to tlie years 18974 and 1075 of
data in the Brookings 1970 federal Income tax
file.

Flan T In the enclosed table, which is pro-
vided for comparison purposes, 18 present law
(that is, 8750 per capita exemption plus the
$1,300 low-income allowance). Plan II is
your proposal to offer a 3300 tax credit in lleu
of the usual exemption. Plan ITT
would ralse the personal exemption to 88560
in 1874 arcd #0960 in 1876 and later years.
Plan IV, which would reduce revenues by as
must as Plan I, would maintain’ the current
$750 exemption and add an across-the-board
tax credit of 822 in 1874 and $38 in 1975 and
later years. Plan V would ralse the low in-
come allowancer $o- §1,400 and personal ex-
emptions to $866: In 1974, and to $1,500 and
$000, respectively, in 1976,

Table 1 compares each plan with estimated
poverty levels for 1974 and 1876. The results
Indicate that Plan V 1s the most successful
in approximating the.poverty levels for 1974
and 1975 if the povertv lines &re assumed to

be the standard. Plan 11 would be excessively
generous in raising the minlmum taxable
levels (particularly for large families). Plans
III and IV are much closer to the poverty
levels than Plan IT, but they do not do nearly
as well as Plan V., ]

The revenue loss under the various pro-
r:oals and  thelr distributions by income.

vels are given In Tables 2-5. All of the
concentrate the tax reductions largely in
adjusted gross Incomes below $25,000. U
Plan II, however, over one-half of the 1
tax reduction accrues to ns with incomes
below $10,000 and almost all of the deduetion
goes to taxpayers with incomes below $25,000.
At the other end (though the distance Is not
very far) only about one-quarter of the 1974
tax reduotion under Plan IIT accrues to the
under #10,000 group and over 80 percent goes
to taxpayers with AGI below $25,000. Plan IV
is more nearly similar to Plan IT in its dis-
tributionsl effect, while Plan V is more nearly
similar to Plan III,

On balance, my preference Is for Plan V
which approximates the 1974 and 19756 pov-
erty lines most closely, but I am sure that
Jjudgments will differ on the relative merits
of the various approaches.

S

incerely,
JosErr A. PECHMAN,
Director of Economic Studies.
P8 —These calculatlons were supported by
a grant from the RANN program of the Na-
tional Belence Foundation.




TABLE 1 —LEVEL AT WHICH INCOME BECOMES TAXABLE UNDER VARIOUS EXEMPTION AND TAX CREDIT PLANS COMPARED WITH POVERTY LEVELS IN 1974 AND 1975¢

::l'?m Plan | 7 (Present law) Plan 114 Plan 111 # Plan IV ¢ Plan V7
C pov
Family siza budget*  Income level Difference  Income level Difference  Income level Difference  Income level Difference  Income level Difference
19“1: 2,409 $2.050 $359 §2,644 %235 $2,150 $259 $2,207 $202 32,250 3159
2, [} - ’ v - A —520 4 -

v Ve 3. 101 2,800 =301 3,988 + 3,000 —~101 2,957 144 3,100 —1
- A 3,807 3,550 —257 5,182 1,375 3,850 +43 3,707 —100 3,950 4143
4 .. 4,871 4,300 =571 6, 247 1,376 4,700 —171 4, 457 —414 4,800 =11

= 5,748 5,050 —698 7,300 +1, 552 5,550 —198 5,207 —541 5, 650 -
19?56 G, 461 5, 800 —b61 8,353 +1,892 6,400 —61 5,957 —504 6,500 +39
1., F 2,554 2,050 —508 2,644 + 2,200 —358 2,286 —268 2,400 —154
2z s 3,287 2,800 —487 3,988 +101 3,100 ~187 3,036 —251 3,300 +13
3 - |t 4,035 3,550 — 485 5, 182 41, 147 4,000 —35 3,786 —249 4,200 +165
4 = 5, 163 4,300 —863 6,247 =+1, 084 4,900 —263 4,536 —627 5,100 —63
5 - 6,093 5§, 050 —1,043 7,300 +1, 207 5,800 —293 5, 286 —807 6,000 -93
Bl s e 6,843 5, 800 —1,049 8 353 +1, 504 6, 700 —149 6,036 —813 6, 900 -+51

1 Assumes joint relurns are filed by families of 2 or more persons. . i

* Projected from the official poverly lines for 1972 on the basis of the actual increase in the

Consumer Price index from 1972 to 1973 and assumed increases of 8 percent for 1973-74 and 6
percent for 1974-75.

Plan |- Present law (ie.. $750 exemption and §1,300 low-income allowance).

o

 Plan 1i: Option to elect either a $200 credil for each or $750 pti
yields the lower lax,

TAX REDUCTION UNDER PLAN (1 OPTION TO ELECT EITHER A $200 TAX CREDIT
OR A §750 EXEMPTION, WHICHEVER PRODUCES THE LOWER TAX

TaBLT 2

1974 1975
Distri Distri-
bution of bution of
Tax  reduc- Tax reduc-
Number reduc- tion  Number reduc- tion
tion due  (percent of tion due  (percent
_refurns foplan of total  returns to plan of total
Adjusted gross (thou- (mil- reduc (lhou- (mil- reduc-
L income class sands) lions) tian) sands) lions) tion)
Leds than O -1 . b o R
€ 1o 35,000 §718.4 12.2 71,189.8 §702.9 12.4
§4.000 to $10.000 2,304.0 39.1 18 393.8 198.6 38.8
$10.000 to $15,000 .. 2,113.8 359 15474.0 1,916.2 33.9
£15,000 to $20.000. figd. 1 11.6 10,783.0 747.4 n.2
$20,000 to £25,000 __ 58.7 1.0 58238 ab.2 1.6
£25,000 1o §50,000 . . 6.4 Jd005,439.7 5.0 -1
$50,000 and over. ... .2 0 597.4 .2
Total ... 71,6413  5,B85.6 100.0 78 495.3 5, 660.6 100.0

TABLE 3. TAX REDUCTION UNDER PLAN 111: $850 PER SOHAL EXEMPTION IN 1974, 900 IN

S Plan 110: Fﬁﬂ g;mna! exemption for 1974, $900 for 1975.

® Plan IV: For 1974: $22 credit, which has the same revenue effect as an 3850 exsmption for
1975: a §33 credit, which has the same revenue effect as a $900 exemption.

" Plan V: For 1974: low income allowance of $1,400 and personal exemption of $850; for 1975:
low income allowance of $1,500 and personal exemption of anD.

TABLE 4.—TAX REDUCTION UNDER PLAN IV: $22 CREDIT IN 1974, $33 'N 1575

1974 1975
Distri- Distri-
bution of bution of
Tax  reduc- Tax rediic-
Number  reduc- tion  Number  reduc- tion
of lion due (percent tion due  (percent
returns  toplan  oftotal  returns o plan of total
Adjusted gross (thou- mil- reducs (thou- (mil- reduc-
income class sands) lions) tion)  sands) lions) tion)
LessithanD. .« ooicciaaese 00 A . L = B
0 to $5,000 ... .- 22,198.9 52858 7.2 21,189.8  $404.8 6.6
$5,000 to $10,000. .. .- 18,794.5 982. 4 24.6 18,393.8 1,386.8 2.1
$10,000 to $15000...__.___. 16,5320 1,150.6 29.0 i5474.0 1,588.5 26.0
$15,000 to $20,000. ... ... _.. 9,773:1 762.3 13.1 10,783.0 1,245.0 20.4
,000 to $25000_......... 4,.807.1 380.1 9.5 §5,823.8 700.9 1.5
$25,000 to $50,000...... . 4,2718.1 6.1 8.7 5439.7 656. 5 10.7
,000 and over. ... 72 1.8 997.4 126.0 2.1
Total _._............ 77,641.3 3,987.0 100.0 78,495.3 6,108.6 100.0

TABLE 5. TAX REDUCTION UNDER PLAN V: LOW INCOME ALLOWANCE OF $1,400, PERSONAL
EXEMPTION OF $850 IN 1974; LOW !NCOME ALLOWANGCE OF $1,500, PERSONAL EXEMPTION

1975 OF $900 IN 1975
1974 1975 1974 1975

Distri- Distri- Distri- Distri-
bution of bution of bution of bution of
Tax  reduc- Tax reduc- Tax  reduc- " Tax reduc-
Number  reduc- . tion Number  reduc- tion Number  reduc- tion Number  reduc- tion
of tion due (percent of tiondus  (percent of tion due (percent tion due  (percent
returns  toplan  of total  returns  to plan of total returns  toplan  of total  returns  to plan of total
Adjusted gross (thou- (mil-  reduc-  (thou- (mil- reduc- Adjusted pross (thou- (mil-  reduc-  (thou- (mil- reduc-
income class sands) lions) tion) sanis) ligns) tion) income class sands) lions) tion)  sands) lions) tion)
Ensethan ... ocoinacnass I o s b 393.7 ... N S 0 s e Y R Nt R
Coss000 7007 22,1989 $200.2 57 21,189.8  $2%.8 4.7 000 .198.9  §330.4 7.7 21,189.8  $530.3 1.7
55,000 to 310,000 . .. . 18,794.5 792.3 19.9 ,393.8 11320 18.1 000 to $10,00 18, 794. 973.6 22.7 18,393.8 1,504.6 21.9
$10,000 1o $15,000_ . 16,532.0 1,051.4 26.4 15,4740 1,440.6 230 10,000 to $15,000. 16,532.0 1,051.4 24.6 15474.0 1 ,440.6 21.0
$15,000 10 §20,000 9,773.1 789.9 19.9 10,783.0 11,2846 20.5  $15,000 to 520,000 773.1 789.9 18.4 10,783.0 1,284.6 18.7
$20,000 to 325,000 4,807.1 4485 11.3 5 823.8 819.1 13.1 520,000 to $25,000 4,807.1 448.5 10.5 5,873.8 819.1 1.9
$25,000 to §50,00 4,279.1 516. 6 13.0 54397 980, 4 15.7 325,000 to $50,000 4,279.1 516. 6 12,1 5,439.7 980. 4 14.3
$50,000 and over . 863.9 172.1 4.3 9974 299.5 4.8 §50,000andover_.. ... 863.9 1721 4.0 997.4 299.5 4.4
... 17,6413 3,978.0 100.0 79,495.3 6,253.1 100.0 Total ... ..ooeo...... 77,6413 4 282.5 100.0 78,495.3 6,859.1 100.0

Total
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By Mr. MONDALE (for himself,
Mr., Hart, Mr. BrooKe, Mr.
Joawsron, Mr. HuMPHREY, Mr.
Eacixron, Mr, EKennepy, Mr.
HaveawAY, and Mr. ABOUREZK) :

8. 3200. A bill to provide emergency re-
lief with respect to home mortgage in-
debtedness, to refinance home mortgages,
to extend relief to the owners of homes
who are unable to amortize their debt
elsewhere, and for other purposes. Re-
ferred to the Commitiee on Banking,
Housing and Urban Affairs.

Mr. MONDALE, Mr. President, I am
today introducing legislation which at-
tempts to anticipate a possible tragedy
for thousands of Americans and, most
importantly, to avoid it. I am talking of
the heartbreak of losing one's home. And,
for literally thousands of Americans,
that heartbreak may become & reality
over the next several months. As the rate
of inflation continues to rise, unemploy-
ment continues to increase, and the
energy crisis takes its toll in both prices
and jobs, many Americans may find it
increasingly difficult, and eventually im-
possible, to meet home mortgage pay-
ments. For these unfortunate citizens, a
major Iinvestment—quite possibly the
largest investment of their lifetime—will
vanish, and their shelter will be suddenly
gone.

So that the Federal Government in
anticipation of this possibility, may be
ready to cope with this tragedy and aid
those families faced with mortgage fore-
closure, I am today introducing standby
legislation which would reactivate the
Home Owners’ Loan Corporation. The
legislation is designed to become opera-
tive only when the foreclosure situation
reaches crisis proportions and provides
real help to those American families
faced with the loss of their homes.

THE ORIGINAL HOMEOWNERS' LOAN
CORPORATION

During 1832 and 1933, this Nation ex-
perfenced a period of high unemploy-
ment. At the same time, the public ex-
hibited & serious lack of confidence in
existing property values. As a result of
these two forces, the annual rate of real
property foreclosures climbed to nearly
250,000. Most of the foreclosed properties
were owner-occupied homes. And, surely,

the foreclosures resulted from the inabil-
ity of familles, with the head of the
household unemployed, to meet mortgage
payments.

The foreclosures obviously exacer-
bated the economic hardships of the af-
fected families. In addition, they had a
domino effect by collapsing real estate
values and making lenders reluctant to
finance new housing. The resultant in-
activity in the construction industry
further contributed to the depression of
the entire economy.

Against this background, Congress en-
acted the Home Owners Loan Act of 1933.
It directed the members of the Federal
Home Loan Bank Board to establish the
Home Owners’ Loan Corporation and to
serve as the Board of Directors of the
HOLC. The HOLC represented an at-
tempt to counteract mortgage foreclo-
sures by allowing the HOLC to purchase
mortgages from private lending institu-
tions and to refinance the mortgages of
homeowners faced with foreclosure be-
eause of temporary financial hardship.

Senate

The HOLC was aunthorized to issue
stock of up to $200 million and up to $2
billion in bonds. The bonds had the full
faith and credit of the United States
behind them, were tax-exempt,; and were
It:“bearinterestatamt&d-ipemntor
The HOLC was authorized to exchange
its bonds for home morigages and other
liens—such as tax liens—secured by real
estate. A $14,000 limitation—or 80 per-
cent of the value of the property—was
placed on the mortgage or lien to be re-
financed. The HOLC could rewrite the
mdrtgage lpan balance to be amortized
over a 15-year period and could grant
such extensions of time for payment as
might prove necessary. The maximum
interest rate on the refinanced mortgage
would be 5 percent, which was signifi-
cantly lower than the prevailing rate.
The HOLC could also make cash loans to
homeowners with debt-free homes who
were faced with financial difficulties and
possible loss of the home. Buch loans
could not exceed 50 percent of the ap-
praised value of the property and bore
an interest rate of 6 percent or less,

The Home Owners’ Loan Corporation
was established in June of 1933 and
eventually liquidated in March of 1951.
It made, or acquired and refinanced
about 1,016,000 mortgage loans; most
during the first 3 years of its existence.
The original aggregate amgunt of these
loans totalled $3,093 billion. Only about
19 percent of the original loans ended in
foreclosure, In the process of its opera-
tions, the HOLC helped about 800,000
homeowners save their homes. It also
helped imnumerable lending institutions
from whom it acquired mortgages By
stemming the tide of foreclosures, it was
also Influential in stabilizing property
values and in restoring the mecessary
confidence which led to an upturn in
residential construction.

THE NEED FOR THE HOLC TODAY

During the fourth quarter of 1973, the
economy grew at a rate of only 1.3 per-
cent, The unemployment rate is over 5
percent, and leading economists are pre-
dicting a rise in unemployment to 7 per-
cent. The energy crisis iz estimated to
have displaced more than 200,000 work-
ers already, and more energy-crisis un-
employment can be anticipated as the
automobile manufacturing industry, the
plastics Industry, and the construction
industry feel the effects of the energy
shortage.

Against the backdrop of high unem-
ployment, we find a situation where, for
millions of American homeowning fami-
lies, mortgage payments are high in rela-
tion to income and sayings. This predic-
ament is particularly acute for young
workers who acquired their homes in
recent years at high prices with mort-
gage interest rates high. Unemployment
rates among this group will be even
higher than the national average, and
their savings are frequently too small fo
permit them to meet mortgage payments
over any extended perlod of unemploy-
ment.

There are also millions of elderly
American homeowners who, although
their homes may be debt-free, will find it
extremely difficult to meet the cost of
property taxes during a period of in-
flatlonary living costs, Their fixed in-

comes will simply be squeezed too far
:antanywﬁllﬂw1‘.h|:1rhcummtQ-i‘.a\xllerﬂg

For millions of homeowners of all ages,
the equity invested in their homes rep-
resent their greatest asset. Furthermore,
almost all would have to pay more for
housing in today’s inflated market, if
they were forced to live elsewhere. When
the cruel arm of unemployment reaches
into their homes, literally millions of
Americans will find their shelter seri-
ously threatened. They will have nowhere
to turn, and nowhere to hide, Although
many mortgages are insured, they are
insured to protect the lender-mortgagee
against loss, not usually the homeowner-
mortgagor.

There are between 30 and 35 million
owner-occupied, one-to-four family
homes in this country. More than 20 mil-
lion of these homes are subject to out-
standing mortgages. According to a quar-
terly index published by the Federal
Home Loan Bank Board, the mortgage
foreclosure rate on all properties for the
first three-quarters of 1973 was about
four-tenths of 1 percent. But, the mort-
gage delinquency rate on one—to—four
family properties—the most accurate
measure of potential mortgage foreclos-
ures on this class of properties—was 4.26
percent at the close of the third quarter
of 1973 and rose to 4.7 percent—the high-
est rate in 20 years—at the close of 1973.
In addition, seriously delinguent loans—
those with two or more payments past
due—rose to a record high of 1.26 percent
at the end of the third quarter. We are
already seeing a trend—an ominous
trend toward mortgage foreclosure on a
widespread basis for one-to-four family
dwellings.

‘When the mortgage foreclosure rate on
all properties reaches a level of five-
tenths of 1 percent, it is estimated that
the rate of foreclosures on one-to-four
family properties would be approximately
100,000 per year—surely a critical situa-
tion. When and if such a situation oc-
curs—and we have every reason to be-
lieve that it might—we should be pre-
pared to help those families who face the
possibility of a loss of their home.

A NEW HOLC

Mr. President, I am today introducing
legislation designed to help these home-
owners who face the possibility of the
loss of their homes during a serious eco-
nomic downturn. The bill establishes a
new Home Owners’ Loan Corporation;
to come into being when and if the Fed-
eral Home Loan Bank Board Index
reaches the critical five-tenths of 1 per-
cent level. The board of directors of the
corporation will be members of the Fed-
eral Home Loan Bank Board, the Secre-
tary of Housing and Urban Development,
the SBecretary of Agriculture, and the Ad-
ministrator of Veterans’ Affairs. The cor-
poration will be empowered to issue stock
and bonds at levels sufficient to serve its
needs.

The Corporation will be empowered to
acquire, in exchange for bonds issued by
it, home mortgages and other obligations
and liens secured by real estate. It is lim-
ited to one-to-four family proverties of a
value of $40,000 or less. The Corporation
may refinance the mortgage over a 30-
year period at an interest rate nor to ex-
ceed 6 percent. In addition, the Corpora-
tion may make .cash advances, up to 50
percent of the property value, to home-



owners whosé obligations cannot be se-
cured by the Corporation. Finally, the
Corporation may refinance the mortgage
over a 30-year period at an interest rate
not to exceed 6 percent. In addition, the
Corporation may make cash advances. up
to 50 percent of the property value, to
homeowners whose obligations cannot be
secured by the Corporation. Finally, the
Corporation will be able to help home-
owners redeem homes already lost o
foreclosure.

1t is important to note that the HOLC
will not become operative—and will cost
nothing—until we are faced with & na-
tional foreclosure crisis. When and if that
crisis comes, we will be ready with a
mechanism for helping thousands of
American families from losing their
homes.

I ask unanimous consent that the text
of the bill be printed in the Recorp at
this point.

There being no objection, the bill was
ordered to be printed in the Recorp, as
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it enacted the Senate and House
o}s;emmntamwof the United States of
America in assembled, That thls
Act may be cited as the “Home Owners’ Loan
Act of 1874",

DEFINITIONS

Sec. 2. As used In this Act—

(1) The term “Corporation” means the
Home Owners' Lodan Corporation oreated
under section 8 of this Act.

(2) The term “home mortgage" means &
first mortgage on real estate In fee simple or
on a leasehold under a renewable lease for
not less than 89 years upon which there is
located a dwelling for not more than four
families, which 1s, or was for at least one
month during the preceding year, used by
the owner as a principal residence, and which
has a value not exceeding $40,000.

(3) The term "first mortgage” includes
such classes of first liens as are commonly
given to secure advances on real estate under
the laws of the State in which the real estate
is located, together with the credit Instru-
ments, if any, secured thereby.
ESTABLISHMENT AND CAPITALIZATION OF HOME

OWNERS' LOAN CORPORATION

Sec. 3. (a) There Is established a corpora-
tion to be known as the Home Owners' Loan
Corporatlon, which shall be an instrumental-
ity of the United States, which shall have
authority to sue and to be sued In any court
of competent jurisdiction, Federal or State,
and which shall be under such bylaws, rules,
and regulations as it may prescribe for the
accomplishment of the purposes and intent
of this sectlon. The board of directors of the
Corporation (hereinafter referred to as the
“board") shall eonsist of the members of the
Federal Home Loan Bank Board, the Secre-
tary of Housing and Urban Development, the
Secretary of Agriculture, and the Administra-
tor of Veterans' Affairs, all of whom ghall
serve as such directors without additional
eompensation,

(b) The board sheil determine the mini-
mum amount of capital stock of the Corpo~
ration and is authorized to increase such cap-
ital stock from time to time In such amounts
&8s may be necessary, but not to exceed in the
nggregate $1,000,000,000, Buch stock shall be
subscribed for by the Secretary of the Treas-
ury on behalf of the United States, and pay-
ments for such subscriptions shall be sub-
Ject to call In whole or In part by the board
and shall be made at such time or times as
the Secretary of the Treasury deems advis-
able, and for the purpose of making such pay-
ments, the Secretary 1s authorized to use as
& public debt transaction the proceeds of
the sale of any securities hereafter lssued
under the Second Liberty Bond Act, and the
purposes for which securitles may be issued
under the Second Liberty Bond Act are ex-
tended to Incinde such payments. The Cor-
poration shall isswe to the Becretary of the
Treasury recelpts for payments by him for or
on account of such stock, and such receipts
shall be evidence of the stock ownership of
the United States. The Secretary of the Treas-
ury may sell, upon such terms and condi-
tions and at such price or prices as he shall
determine, any of the stock acquired by him
under this subsection. All purchases and sales
by the Becretary of the Treasury of such
stock under this subsection shall be treated
as public debt transactions of the United
States.

(c) The Corporation is suthorized to issue
bonds in an aggregate amount not to exceed
$10,000,000,000, which may be sold by the
Corporation to obtain funds for carrylng out
the purposes of this section, or exchanged
as hereinafter provided. Such bonds shall be
issued in such denominations as the board
shall prescribe, shall mature within a period
of not more than 18 years from the date of
their issue, shall bear Interest at a rate not
to exceed a rate determined by the Becre-
tary of the Treasury taking into account the
avernge yield on outstanding marketable
obligations of the United States as of the
close of the preceding month, and shall be

fully and unconditionally guaranteed as to.

interest only by the United States, nnd such

guaranty shall be expressed on the face
thereof. In the event that the Corporation
shall be unable to pay upon demand, when
diute, the interest on any such bonds, the
Secretary of the Treasury shall pay to the
Corporation the amount of such interest,
which s hereby suthorized to be appropri-
ated out of any money in the Treasury not
otherwise appropriated, and the Corporation
ghall pay the amount of such Interest to
the holders of the bonds. Upon the payment
of such interest by the Secretary of the
Treasury the amount so pald shall becomne
an obligation to the United States of the
Corporation and shall bear interest at the
same rate as that borne by the bonds upon
which the interest has been so pald. The
bonds issued by the Corporation under this
subsection shall be exempt, both as to prin-
cipal and interest, from all taxation (except
surtaxes, estate, Inheritance, and gift taxes)
now or hereafter imposed by any Btate,
county, muniecipality, or local taxing author-
ity. The Corporation, Including its franchise,
capltal, reserves and surplus, and its loans
and income, shall likewise'be exempt from
such taxation; except that any real property
of the Corporation shall be subject to taxa-
tlon to the same extent, according to its
value, as other real property Is taxed.
FUNCTIONS
SEc. 4. (a) The Corporation is authorized,
for a period of three years after the date of
enactment of this Act, but only during any
calendar quarter in which the Federal Home
Loan Bank Board determines that the fore-
closure rate (stated as an annual percentage
rate of all mortgaged structures) exceeds
one-half of one per centum, (1) to acquire in
exchange for bonds issued by it, home mort-
gages and other obligations and llens secured
by real estate (including the interest of a
vendor under a purchase-money mortgage or
contract) recorded or filed In the proper of-
fice or executed prior to the date of the en-
actment of this Act, and (2) in connection
with any such exchange, to make advances
in cash o pay the taxes and assessments on
the real estate, to provide for necessary main-
tenance and make necessary repairs, to meet
the incidental expenses of the transaction,
and to pay such amounts, not exceeding $50,
to the holder of the mortgage, obligation, or
lien acquired as may be the difference be-
tween the face value of the bonds exchanged
plus accrued interest thereon and the pur-
chase price of the mortgage, obligation, or
lien, except that the aggregate of such ad-
vances and payments shall be reduced by an
amount determined by the board to be equal
to the amount of costs which would have
been Incurred in foreclosure proceedings in
connection with the mortgage, llen, or other
obligation. The face value of the bonds so ex-
changed plus accrued interest thereon and
the cash so advanced shall not exceed in any
case $40,000, In any case in which the amount
of the face value of the bonds exchanged plus
accrued interest thereon and the cash ad-
vanced is less than the amount the home
owner owes with respect to the home mort-
gage or other obligation or lien so acquired
by the Corporation, the Corporation shall
credit the difference between such amounts
to the home owner and shall reduce the
amount owed by the home owner to the Cor-
poratlon to that extent. Each home mort-
gage or other obligation or lien so acquired
shall be carried as a first lien or refinanced
as & home mortgage by the Corporation on
the basls of the price pald therefor by the
Corporation, and shall be amortized by
means of monthly payments sufficient to
retire the interest and principal within a pe-
riod of not to exceed 30 years; but the amor-
tization payments of any home owner may be
made quarterly, semiannually, or annually, if
in the judgment of the Corporation the situ-
ation of the home owner requires it. Interest
on the unpaid balance of the obligation of
the home owner to the Corporation shall be
at a rate not exceeding 6 per centum per an-
num. The Corporation may at any time grant
an extension of time to any home owner for
the payment of any installment of principal
or interest owed by him to the Corporation
if, in the judgment of the Corporation, the
circumstances of the home owner and the
condition of the security justify such exten-
slon, and no payment of any installment of
principal shall be required during the pe-
riod of three years from the date this Act
takes effect if the home owner shall not be
in default with respect to any other condi-
tioh or covenant of his mortgage. As used In
this subsection, the term “real estate” In-
cludes only real estate held in fee stmple or
on a leasehold under a lease renewable for
not less than 99 years, upon which there is
located & dwelling for not more than four
families used by the owner as a home or held
by him as a homestead and having a value
mot exceeding $40,000. No discrimination
shall be made under this Act against any
home mortgage by reason of the fact that the
real estate securing such mortgage is located
in a municipality, county, or taxing district
wi‘l;;csh is in default upon any of lts obliga-
t .

(b) The Corporation is further authorized,
during any quarter referred to In subsection
{a) In any case In which the holder of a home
mortgage or other obligation or llen eligible
for exchange under subsection {(a) of this
section does not accept the bonds of the Cor-
noration in exchomva as . provided In r—=%»

subsection and in which the Corporation
finds that the home owner caunnot obtaln a
loan from ordinary lending agencles, to make
cash advances to such home owner In an
amount not to exceed 60 per centum of
the value of the properity for the purposes
specified In such subsection (a). Each such
loan shall be secured by a duly recorded home
mortgage and shall bear Interest at a rate
of interest which shall be uniform through-
out the United Btates, but which in no event
shall exceed a rate of 6 per centum per
annum, and shall be subject to the same pro-
vislons with respect to amortization and ex-
tensions as are Applicable in cases of obliga-
tions refinanced under subsection (a) of this
section.

() The Corporation 18 further authorized,
during any quarter referred to In subsection
(a), to exchange bonds and to advance cash,

Subject to the llmitations provided In sub-
section (a) of this sectlon, to redeem or
recover homes lost by the owners by fore-
closure or forced sale by s trustee under a
deed of trust or under power of attorney, or
by woluntary surrender to the mortgagee
within two years prior to such exchange or
advance.

(d) The board shall i{ssue such rules and
regulations as may be necessary, Including
rules and regulations providing for the ap-
praisal of the property on which loans are
made under this section 50 a8 to accomplish
the purposes of this Act.

{(e) Any person indebted to the Corpora-
tlon may make payment to it in part or in
full by delivery to it of Its bonds which
shall be accepted for such purpose at face
value,

ADMINISTRATIVE PROVISIONS

8ec. 5. (a) The Corporation shall have
power to appoint and fix the compensation
of such officers, employees, attorneys, or
sgents as shall be necessary for the per-
formance of its duties under this Act, with-
out regard to the provisions of other laws
applicable to the employment or compensa-
tion of officers, employees, attorneys, or
agents of the United States. No such officer,
employee, attorney, or agent shall be pald
compensation at a rate in excess of the rate
provided by law In the case of the members
of the Federal Home Loan Bank Board. The
Corporation shall be entitled to the free use
of the United States malls for its official busi-
ness in the same manner as the executive
departments of the Government, and shall
determine its necessary expenditures under
this Act and the manner in which they shall
be incurred, allowed, and pald, without regard
to the provisions of any other law govern-
ing the expenditure of public funds,

(b) The board is authorized to make such
bylaws, and issue such rules and regulations,
noi; llonconmtenf. with the provisions of this
section, as may be necessary for the roper
conduct of the affalrs of the Gorpox?atlon.
The board 18 further authorized and directed
to retire and cancel the bonds and stock of
the Corporation as rapidly as the resources
of the Corporation will permit. Upon the
retirement of such stock, the reasonable
value thereof as determined by the board
shall be pald into the Treasury of the United
States and the receipts issued therefor shall
be canceled, The board shall proceed to
liguidate the Corporation when its purposes
have been accomplished, and shal pay any
surplus or accumulated funds into thie Treas-
ury of the United States. The Corporation
may declare and pay such dividends to the
United States as may be earned and as in
the judgment of the board it is proper for
the Corporation to pay.

PENALTIES

Sec. 6. Whoever makes any statement,
knowing It to be false, or whoever willfully
overvalues any security, for the purpose of
influencing in any way the action of the
Home Owners’ Loan Corporation or the board
upon any application, advance, discount,
purchase, or repurchase agreement, or loan
under this Act, or any extension thereof by
renewal deferment, or action or otherwise,
or the acceptance, release, or substitution of
security therefor, shall be punished by a
fine of not more than $5,000, or by imprison-
ment for not more than two years, or both.

FHA AUTHORITY

Sec. 7. During any perlod when the Cor-
poration is carrying out its function pur-
suant to section 4, the Secretary of Housing
and Urban Development may not make cash
expenditures in connection with default pro-
ceedings under any provision of the National
Housing Act, except as provided in the sec-
ond sentence of section 207(]) of sueh Act.

AUTHORIZATION

Sgc. 8. There are authorized to be ro-
pristed such sums as may be necesaa:f? to
carry out the provisions of this Act.
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CASUALTIES OF THE WORKPLACE

Mr. MONDALE. Mr. President:

According to recent estimates there were
at least 390,000 new cases of disabling oc-
cupational disease in the United States each
year ... lT]hmemyheumnyuloo,OOO
deaths per year from occupationally caused
diseases.

These alarming words of former
Secretary of Health, Education, and
Welfare Elliot Richardson reflect the
theme of part IV of Paul Brodeur's series
of articles entitled, “Annals of Industry:
Casualties of the Workplace.” The
article, which appears in the November
19, 1973, issue of fhe New Yorker maga~
zine, is an excellent study of industrial
health and safety, and is worthy of the
Benate’s attention.

In the article, Mr. Brodeur reviews the
history of health standards pertaining to
industrial exposure to toxic materials
such &s asbestos. It was not until 1970,
when Congress passed the Occupational
Safety and Health Act, that any signif-
icant legislative action was taken to
protect our Nation's workers from work-
place hazards. And it was not until June
6, 1972, that, over strong industry pro-
test, a safety standard was created for
ashestos fibers. To say the least, in view
of the fact that investigations have re-
vealed that cancer accounts for approxi-
mately 75 percent of the excess deaths
among asbestos-industrial workers and
that even slight exposure has been
proven to cause asbestosis, mesothe-
lioma, and other malignant tumors, the
1972 ruling was long overdue.

The article also explores the potential
conflict between governmental regula-
tion and the attempts of industry to sup-
press medical data. The article reveals
how deeply the tentacles of the medical
industrial complex have penetrated the
workings of the Government in matters
relating to industrial disease. Dr, Irving
J. Belikoff, the director of the Mount
Sinai Bchool of Medicine's Environ-
mental Science Laboratory, has predicted
that—

Tens of thousands of workers would die
bécause of the Inadequate regulations {ssued
by the Occupational Safety and Health Act
and . . . that If the Administration showed
the same disregard for essential precaution
in setting standards for other toxic sub-
stances we face an unparalleled disaster to
the working people of our country.

Throughout Mr. Brodeur's article are
alarming examples of industry's efforts
to hinder the development of safe work-
ing conditions, to hide the facts about
industrial disease and to prevent State

~ job-safety agencies from taking effective
action. The article represents a sad com-
mentary on the state of occupational
safety and health enforcement in this
country.

I ask unanimous consent that the ar-
ticle entitled, “Annals of Industry: Cas-
ualties of the Workplace,” by Mr. Paul
Brodeur from the November 18, 1973,
issue of New Yorker be printed in the
RECORD,

There being no objection, the article
was ordered to be printed in the Rec-
oRb, as follows:

ARNALS OF INDUSTRY; CASUALTIES OF THE
WORKPLACE
1IV. NO TANGIBLE EFFECT ON SALES AND EARNINGS

Under the ons of the Occupational
Safety and Health of 1870, Congress au-
tharized the of Labor to promul-
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gale mandatory standards for exposure to
toxic materials, so that no employee would
suffer diminished health or life expectancy as
a result of his work experience—a consider-
able undertaking, since American workers
were being exposed thousands of toxic
substances, and since federal standards, often
inadequate, existed for fewer than four hun-
dred and fifty of them. Of all the industrial
hazards, none was cousidered to be more
seripus than occupational exposure to as-
bestos. Indeed, mortality studies conducted
by Dr, Irving J. Selikoff, the director of the
Mount Sinal School of Medicine’s Environ-
mental Sclences Laboratory, and by Dr. E.
Cuyler Hammond, vice-president for epide-
miology and statistics of the American Cancer
Society, indicated that one out of every five
deaths among asbestos-insulation workers in
the United States was due to lung cancer;
that almpst one out of every ten deaths
among these men wis due to mesothelioma,
an invariably fatal tumor of the linings of
the chest or sbdomen which rarely occurs
without some, even If slight, exposure to
asbestos; that another one out of ten deaths
among them was due to asbestosis, which is
scarring of the lungs resulting from Inhala-
tion of asbestos fibres; and that almost hall
of the men were dying of some form of asbes-
tos disease. In spite of these findings, and
in spite of the fact that the insulation
workers constituted only a fraction of the
total work force exposed to asbestos, no ac-
tion was taken on the problem until Decem-
ber of 1871, At that time, under intense pres-
sure from the AFL-~CI.0.'s Industrial Union
Department—an organization representing
labor unions with several million members
who had either direct or indirect exposure to
asbestos—and partly as a result of disclosures
made by Dr. Willlam M, Johnson and Dr.
Joseph K. Wagoner, of the Division of Field
Studies and Clinical Investigations of the
Department of Health, Education, and Wel-
fare’s Natlonal Institute for Occupational
Bafety and Health, who had uncovered data
long buried In the files of their predecessors
that showed extraordinarily high levels of
asbestos dust in asbestos factories across the
land, Secretary of Labor James D. Hodgson
declared & temporary emergency standard of
five asbestos fibres greater than five mierons
in length per cubic centimetre of air to re-
place the grossly Inadequate standard of
twelve fibres per cubic centimetre then in ef-
fect. (Five microns Is one five-thousandth of
an inch, and a cublc centimetre of alr is the
amount that could be contained in a small
thimble.)

This, however, was more than double the
standard—two fibres per cublc centimetre—
than had been urged upon the Secretary by
Dr. Selikoff and the union people, It is not
known what medical data, if any, prompted
Becretary Hodgson to choose the five-fibre
standard, or why he chose to disregard data
furnished by Dr. Selikoff and other leading
epidemiologists indicating that disease could
occur at this level of exposure, and that even
& two-fibre standard could be expected to
prevent only the occurrence of asbestosis,
and not the development of asbestos-induced
eancer. It is believed, however, that he was
seeking some middle ground that he hoped
would be acceptable both to Industry and
to the unions. In any case, the Act required
him to replace the emergency standard with
& permanent standard within six months,
and to hold public hearings before doing
so0, and since this ruling would be the first
he would make under his mandate to rede-
fine occupational-safefy-and-health reguia-
tions, Industry and labor were prepared to
look upon it as an indication of how deter-
mined or easygolng the federal government
would be when it came time to set new
standards for other hazardous substances,

The public hearings, which took place in
Washington, D.C., in March of 1972, provided
a confrontation between those members of
the Independent medical and sclentific com-
munity who had been studying the hazards
of asbestos and members of the medical-in-
dustrial complex who were wholly or partly
supported by the asbestos Industry. On the

one hand, the independent medical and sci-
entific community Bt‘ron.gly endorsed a recom-
mendation made to the Secretary of Labor
by the National Institute for Occupational
Safety and Health (NIOSH) that the ex-
posure to asbestos be set at two fibres per
cubic centimetre—a level that had also been
recommended to Secretary Hodgson by the
Advisory Commitiee on the Asbestos Stand-
ard, which was made up of five men chosen
by the Secretary himself. On the other hand,
the major ashestos comparies, led by the
glant Johns-Manville Corporation, pre-
sented testimony af the hearings which pur-
ported to show that the five-fibre standard
would prevent disease, and put forth eco-
nomic statistics to demonstrate that the cost
of meeting a two-fibre standard would
drive them out of business. Since the doctors
working for the asbestos Industry were un-
able to furnish any conclusive proof that as-
bestos dlsease would not occiure at the five-
fibre level, many observers felt that in set-
ting a permanent standard the Secretary of
Labor would surely follow the advice of
NIOSH and his own Advisory Committee.

This view, however, was not shared by
Anthony Mazzocchi, the director of the Leg-
Islative Department of the Ofl, Chemical, and
Atomic Workers International Union—the
union that had represented employees at the
Pittsburgh Corning Corporation's ashestos-
insulation plant in ‘Tyler, Texas, where Dr.
Johnson and Dr. Wagoner had found an ex-
tremely critical health situation because of
atroclous working conditions, which eventu-
ally led to Pittsburgh Corning's closing the
plant, Mazzocchi considered the Tyler situa-
tion a prime example of how the medical-
industrial complex could for years neglect
and even suppress occupafional-health data
without oppositton from key industrial-
health officials of state and federal govern-
ment, and, af a press conference held in
Washington on February 10, 1072, he had
harshly eritieized not only Pittsburgh Corn-
ing and its medical consultant, Dr. Lee B.
Grant, for having Ignored the peril of work-
ers at the factory but also the Department
of Labor's Occupa.tlonal Safety and Health
Administration for having falled to enforce
at the Tyler plant even the totally obsolete
standard of twelve fibres per cublc centi-
metre, Because of similar failures involving
dozens of other hazardous substances In hun-
dreds of factories across the land, Mazzocehl
was highly skeptical of the Administration’'s
commitment to carry out the provisions of
the 1970 Act. Insofar as the asbestos hazard
was concerned, his skepticism was reinforced
early in April, shortly after the public hear-
ings were concluded, when word got out that
the Administration had hired Arthur D: Lit-
tle, Inc., a research and consulting firm based
in Cnmbridge Massachusetts, to perform an
economic-impact study of the proposed two-
fibre standard. There were several disturbinz
factors in this development, First, there was
no provision in the Act requiring the Depart-
ment of Labor to undertake a cost-benefit
analysis before promulgating a health reg-
ulation. Second, the impact study was appar-
ently initiated in response to an executive
policy handed down by President Nixon’s
Office of Management and Budget—an orga-
nization notably well disposed toward big
business. Third, by sending out guestion-
naires solleiting *“'guess estimates" from doe-
tors as to what the incidence of disease might
be at various levels of exposure to asbestos
over long periods, the Arthur D, Little people
not only were questioning the exhaustive re-
search already conducted by NIOSH but also
were apparently bent less on collecting sci-
entific data than on arriving at a consensus
standard that would be more acceptable to
industry than the standard recommended by
NIOSH.

However, the most ominous aspect of
Arthur D. Little's involvement came to light
at the beginning of May, when it was learned
that even as the firm had been negotiating
a contract with the federal government to
conduct the cost-benefit analysis of the two-
fibre standard, it had urged Raybestos-
Manhattan, Inc, a major producer of as-



bestos products, to move a plant from Strat-
ford, Connecticut, to Mexico, where, of course,
asbest-os operations would be unhindered by
any regulations that mlght be eBtubeltshed in

the United States. This obvious conflict of
Interest was simply another indication of how
many tentacles the medical-industrial com-
plex had acquired, and how deeply it had
penetrated the workings of the government
in matters relating to Industrial disease.

While waiting to see what action the Sec-
retary of Labor would take in the first week
of June, his deadline for setting a permanent
standard for asbestos, I received a copy of
“The President's Report on Occupational
Safety and Health,” which described what
had been done to carry out the provisions of
the Act during its first year of operation.
The report, addressed to Congress, actually
consisted of two separate reports, submitted
to President Nixon In May by Secretary of
Labor Hodgson and by Secretary of Health,
Education, and weum Elliot L. Richardson,
Hodgson's report began by saying that each
year, out of eighty milllon people employed
in the civillan' labor force, more than four-
teen thousand are killed and two million two
hundred thousand suffer disabling injuries
on the job. He then sald that there were
no reliable figures on the number of em-
ployees who. suffer minor, nondisabling in-
juries or become ill after being exposed to
hazardous conditions, Toward the end 'of his
report, however, Hodgson stated that occu-
pational illnesses were “at least as great a
problem as injuries” but that “it was much

more difficult to develop a special program
that would allow O.S.H.A, [the Occupational
Safety and Hea!th Administration] to effec-
tively focus on them. He went on to say
that, through ({ts 'nsh-gnt- Health Hazards
Program, the Administration would concen-
trate on five substances—asbestos, cotton
dust, silica, -lead, and carbon monoxide—
which were among, the most hagardous of
more than eight thousand toxic substances
currently identified by NIOSH.

Secretary Richardson was conslderably
more explicit in his assessment of the prob-
lem. His report matter-of-factly stated that
according to recent estimates there were at
least three hundred and ninety thousand
new cases of disabling occupational disease
in the United States each year. This figure
was followed by one that boggles the mind:
“Based on limited analysis of violent/non-
violent mortallty in several industries, there
may be as many as 100,000 deaths per year
from occupationally caused diseases.”
Richardson went on to say that at the end
of 1971 NIOSH had completed a criteria
document for the Secretary of Labor which
recommended 8 two-fibre asbestos standard.
According to Richardson, the two-fibre
standard proposed Hy NIOBE would “protect
agalnst asbestosis and ashestos-induced
[cancer]; be measurable by technigues that
are valid, reproducible, and available to in-
dustry and officlal agencies; and be attain-
able with existing technology."”

In appendixes to Richardson’s report, there
were long lists of contracts and grants that
had been awarded by NIOSH to various uni-
versitles, medical schools, corporations, and
research institutes for studies relating fo
occupational safety and health, Among them
were two grants and one contract, totalling
more than a hundred and forty-six thousand
dollars, that had been awarded to the Indus-
trial Health Foundation, Ine, in Pittsburgh,
and to Dr, Paul Gross, the dtrect-or of the
foundation’s research laboratories, for studles
relating to asbestos disease. As |t happened,
Dr. Gross had testified for Johns-Manville in
at least one workmen's-compensation case,
and the Industrial Health Foundation, Ine.,
was none other than the old Industrial Hy-
glene Foundation of America, Inc,, the self-
styled “association of industries for the ad-
vancement of healthful working conditions,”
which was hired by Pittsburgh Corning in
the summer of 1863 to evaluate the asbestos-
dust hazard at its plant, then newly acquired,
in Tyler. Moreover, NIOSH's project officer
for a contract under which more than fifty-
eight thousand dollars hiad been supplied up
to that time was Dr. Lewis J. Cralley, who,
when director of NIOSH’s Division of Epi-
demiology and Special Services, had ignored
that data sho excessive asbestos-dust
cournts at the Tyler plant. One of the appen-
dixes to Richardson's also listed a
contract for forty-eight thousand nine hun-
dred and seventy-six dollars which had been
awarded to Arthur D. Little, Inc., of Cam-
bridge, Massachusetts, to “develop a priority
rating system and identify general areas and
specific problems where fruitful and neces-
sary research In occupational safety should
be undertaken."

In the middle of May, something occurred
to shed light on the role of Johns-Manvilie—
the world’s largest producer and user of
asbestops, with mines, milis, and some sixty
manufacturing plants in the United States
and Canads—In the public hearings in Wash-
ington, where a.cting as éminence grise for the
entire asbestos Industry, it had mounted
strenuous opposition to the proposed two-
fibre standard, On may 18th, speaking before
the annual meeting of the American Indus-
trial Hyglene Assoclation, in San Francisco,
Dr, Willlam J. Nicholson, of the Mmmt Sinai

Environmental Sciences Laboratory, described
a mortality study he, Dr. Selikoff, and Dr.
Hammond had conducted which showed that
a hundred and ninety-nine deaths had oc-
curred during thirteen years—or sixty-five
more than were to be expected according to
the standard mortality tables—among six
hundred and eighty-nine workers at Johns-
Manville's plant in. Manville, New Jersey.
An examination showed that a vast majority
of the excess deaths were the result of as-
bestos-induced disease. On May 28rd, Johns-
Manville issued a press release guoting Wil-
bur L. Ruff, the manager of the Manville
plant, as saying that the asbestos-dust levels
that caused the fatal diseass among the
workers were those of past years, “when con-
ditions were much worse than they are now."
After pralsing the corporation’s dedication
to medical research and industrial hygiene,
Ruff sald that “though spending money
doesn’t mean a thing where human health
is concerned, the six and a half million dol-
lars we've spent on. dust-control profects
sinoce 19849 does show that we're a company
with conscience," Ruff also said that a recent
dust survey conducted by the Occupational
Safety and Health Administration indicated
that-the Manville plant had “an outstanding
record in dust control.”

This was the first I had heard of the
Administration's Inspection at Manville, so I
called Robert Klinger, vice-president of Local
800 of the United Papermakers and Paper-
workers Union, whom I had met at the public
hearings in Washington, and asked him to
tell me about it,

“Since April of 197t, when a government
survey showed that some dust counts In the
Manville textile operation were running as
high as twenty fibres per cubie centimetre,
there has been considerable improvement,"
Klinger sald. '“The 1871 survey and a previous
survey that was conducted back in August of
1967 were buried in the files of the old Bu-
reau of Occupational Safety and Health 8
Cincinnati offices, until Dr, Wagoner and
Dr, Johnson brought them to light In the
summer of 1971, along with a 1969 medical
survey showing that seyenteen per cent of
a hundred and seventy-nine workers in the
Manyille textile operation had X-rays that
were consistent with asbestosis,

When we learned about these hidden stud-
les, last fall, we requested an immediate in-
spection of the Manville plant by the Occu-
pational Safety and Health Administration,
Its people came in November and December
of that year, and returned in April of this
year. Their latest survey shows that eighty-
one per cent of the dust stations in the plant
are operating at between zero and two fibres
per cubic centimetre of air; that seventeen
per cent are operating at between two and
five fibres; and that only two per cent indi-
cate dust counts above the five-fibre level.
This has come about simply because J.-M.
has expended a great amount of money and
effort over the past two years to engineer
improved ' dust-control equipment and in-
stall it throughout the Manville plant.”

I asked Klinger what had impelled the
company to make this expenditure, and he
told me that it was probably a comhination
of things. “We had a long and costly strike
here in the autumn of 1970, he said. “As
part of the setilement, the company guaran-
teed to make a real effort to reduce dust lev-
els in the plant, Then, too, in 1869 Johns-
Manvyille paid out nearly nine hundred thou-
sand dollars in workmen's compensation in
New Jersey for asbestosls alone, over and
above what It may have settled out of court
in litigation brought against it by workers,
or families of workers, who had contracted
asbestos-induced cancer. In addltion, the
work of men like Dr. Belikoff and Dr. Ham-
mond was by then piling proof upon proof
of the association between asbestos and di-
sease, So the J.-M. people simply saw the
writing on the wall, and decided they had
better act.”

At this point, I found myself remembering
that without exeeption the testimony dellv-
ered by Johns-Manville officials and their
medical associates at the public hearings in
Washington had strongly urged the Secre-
tary of Labor not to lower the standard for
occupational exposure to asbestos from five
to two fibres per cubic centimetre of air, Yet
during the previous two years the company
had undertaken to accomplish just that in
the bulk of its operations in Manville, which
has the largest complex of asbestos plants in
the world. When I remarked upon this seem-
ing eontradiction to Klinger, however, he was
not at all surprised.

“"There's a simple explanation,” he told me.

"The Johns-Manville people sell huge
amounts of raw asbestos fibre to competitors
here and all over the world. In fact, they've
pretty well got the c¢hrysotile-asbestos mar-
ket cornered. For example, according to their
own announcement of 1970 earnings before
taxes, the mining, milling, and selling of raw
ashestos brought in twenty-five million dol-
lars, which was nearly half of their total
gross for that year. So, you see, a lower stand-
ard might drive the competitors to whom

they sell raw fibre out of business, or cause
them to look about for ashestos substitutes.”

g

On June 6, 1972, Secretary Hodgson and
George C. Guenther, who was the Assistant
Secretary of Labor and the director of the
Occupational Safety and Health Administra-
tion, announced the long awaited decision on
a permanent standard for asbestos, It served
to confirm the doubts that had been ex-

nbo;?u, the Depar’lt;en:tomefabar =
ers of ‘s com=
mitment to the of the Occupa-
tional Safety and Health Act, for, despite
the recommendations of both the Department
of Health, Education, and Welfare's National
Institute for Occupational Safety and Health
and the members of the Secretary’s own
Advisory Committee on the Asbestos Stand-
ard, the new regulations stipulated that the
five-fibre standard would remain in effect
four more years, and that n two-fibre level
would become effective only on July 1, 1876.

Reaction to the ruling was ﬁnmediata’and
it came from all quarters, On June 7th, John
B, Jobe, vice-president in charge of opera-
tions for Johns-Manville, issued a statement
from the company’s headquarters, in Denver,

stockholders that the new controls
would hm “no tangible effect on sales and
earnings.” the same day, the Times ran a
short article on its Inside back page that
said, "“The Occupational Safety and Health
Adminlsmtion ordered today a continuation
of asbestos dustexpomnmltsfwm
more years despite the recommendations by
A scientific panel that they be cut by more
than half.”" The Wall Street Journal, in an
article in its June 7th Issue, put & slightly
different interpretation on the news., “The
Occupational Safety and Health Administra-
tion announced tough new curbs on asbestos
in ‘plants, but gave employers four years to
comply,” it stated. That same day, Sheldon
W. Samuels, the director of Health, Safety,
m:d'Envtmnmental Affairs for the AF.L-
C.I1.0.'s Industrial Union Department, told
me that, in addition to giving industry two
extra years in which to comply, the Adminis-
tration had rejected recommendations from
NIOSH for medical surveillance of asbestos
workers, for medical recordkeeping, and for
labels on asbestos products warning that in-
halation of asbestos could cause asbestosls or
cancer. “Moreover, because the Administra-
tion has-enly a handful of industrial hygien-
ists, the determination of actual levels of
asbestos dust in’ workplaces will depend- upon
tests conducted by the empiloyers,” Samuels
sald. “No controls will be required if an em-
ployer finds, or believes, that dust levels do
not exceed the standard, which, of course,
makes & monstrous joke of the whole busi-
ness. In fact, the new standard is so appal-
lingly deficient that we plan to fight It in the
courts,”

Dr. Sellkofl was quoted by one source as
saying, when he was asked his opinion of
the new standard, that his remarks “would
have to be written on asbestos-coated paper,”
Then, in a speech he gave in Washington on
June 12th, which was quoted in an article in
the Times, he predicted that tens of thou-
sands of workers exposed to asbestos would
die because of inadequate regulations issued
by the Occupational Safety and Health Ad-
ministration, and added that If the Admin-
istration showed the same disregard for es-
sential precautions in setting standards for
other toxic substances “we face an unparal-
leled disaster to the working people in our
counfry.” He charged Assistant Secretary
Guanthur with creating a situation in which

“workers exposed to asbestos in any trade
are required to work under conditions which
permit them to inhale twenty million or even
thirty million fibres in & working day."

In the same article, Guenther was quoted

overdramatize the matter. “There is no gues-
tion that exposure to asbestos is most haz-
ardous,” Guenther declared. “We belleve that
the new standards will provide substantial
and real protection for exposed workers, and
that they provide for reductions in lwdu of
asbestos exposure that are reasonable and,
mmjudgment,haa_edonmtmmnny
quarters.” Guenther did mnot identify the
tests and the many quarters from which they
" supposedly came, but he certainly would not
hbave been referring to any tests described in
& story entitled “Asbestos: Airborne Dan-
," which appeared In the May-June 1872,
ua of Safety Standards, the official bi-
monthiy magazine of his own Ooeup;tonal
Safety and Health Administration. After |
.gtating that “asbestos has been recognized
a5 one of the most hazardous of alr con-

~taminants,” the article described only one *

test concerning the effects of asbestos ex-

| posure. That was the study of the disastrous”

mortality experlence of the asbestos-insula-
tioh workers which had been conductled by
Dr. Selikoff and Dr. Hammond.

For sheer irony, however, there was un
event in the early part of June that rivalled
Guenther’s contradiction of his own house
publication. On June 9th, NIOSH held its

- first-anniversary celebration and awards

ceremony, at the Cincinnati Convention Cen-
ter. Among the reciplents of awards was Dr.
Cralley, who was presented with the Public
Health Service Meritorious Service Medal,
“in recognition of his research into develop-
ing safe worker exposure Ievels to such po-
tential occupational hazards as uranium, as-



bestos, silica, beryllium, and diatomaceous
earth dust.”

Up to that time, no one knew what con-
clusions the Arthur D. Little peaple had
drawn ‘in their study of the proposed as-
bestoa standard, because the firm did not re-
‘ceive permission from the Department of La-

/'bor to print and distribute a report of the
study until June 8th. a few days,
‘however, Dr, Nicholson, of Mount Sinal, re-
ceived his copy of the report and a letfer
from- Dr. Donald W. Meals, of Arthur D.
‘Little, Inc., thanking him for “your support
as a member of one of the panels of ex-
peris,” One indication that the Arthur D.
Little people must have put the report to-
gether very hastily was that Dr. Nicholson,
who had contributed to the study, was not
listed In the report as a member of the panel
of health experts, while Dr. SBelikoff, who had
written two letters to the Arthur D. Little
people telling them that the methodoiogy of
their study had little sclentific validity, did
not receive a copy of the report or a letter
of appreclation from Dr. Meals for his con-
tribution to the study but was listed in the
report as & member of the panel of health
experts,

No one seems to know what the Arthur D.
Little people had in mind in all this, but the
possibility that they felt the need to achieve
some semblance of balance and impartiality
in their panel of health experts presents it-
self to anyone examining the roster of eleven
men listed as its members. In the order in
which their names appeared, they were Dr,
Edward A. Gaensler, professor of surgery and
director of thoracic services at Boston Uni-
versity’s Medical Center, who has made use-
ful contributions to the study of asbestos
disease, and who has also been retained by
Johns-Manville, to examine workers at its
asbestos-wallboard plant in Billercia, Massa-
chusetts; Dr. Thomas H. Davison, medical

or of Johns-Manville; Dr. John Cor=-

‘bett McDonald, the chairman of the Depart-
ment of Epidemiology and Health of MeGill
University, In Montreal, and the author of &
study entitled “Mortality In the Chrysotile
Asbestos Mines and Mills of Quebec,” which
was financed by the Quebec Asbestos Mining
Assoclation, of which Johns-Manville is &
leading member; Dr. Cralley, the former di-
rector of the Division of Epidemiology and
Special Services, in whose files Dr. Johnson
and Dr. Wagoner had uncovered hidden data
showing grossly excessive levels of asbestos
dust in the Tyler plant and other asbestos
factories across the land as well as data show-
ing an appalling rate of deaths from asbes=-
tos disease among asbestos-textile workers;
Howard E. Ayer, the former assistant direc-
tor of the division, who, as its senlor indus-
trial hygienist, was involved in the interpre-
tation of the dust levels measured over the
years at esbestos factories; Dr. George W,
Wright, head of medlcal research at Et.
Luke's Hospital in Cleveland, and a long-

time paid consultant of Johns-Manville, who -

testified for the corporation at the public
hearings in Washington.

Dr, Hans Weill, a professor of medicine in
the pulmonary-diseases section of the Tulane
University SBchool of Medicine, who had been
3iven financial support by the Quehec Ashes-

tos Mining Association to conduct a study of
asbestosis among men working at a Johns-
Manville cement-products plant at Marrero,
Loulsiana; ‘Dr. W, Clark Cooper, a former
head of the old Bureau of Occupational Safe-
ty and Health and & partner in Tabershaw-
Cooper Associates, Inc, a consulting firm in
Berkeley, California, which has done research
contract work not only for the National In-
sulation Manufacturers Association, of which
Johns-Manville §5 a member, but also for
Pittsburgh Corning; Dr, Philip E. Enterline,
a professor in the Department of Biostatis-
tics of the University of Pittsburgh, who was
retained by Johns-Manville to study the
health experlences of itg-retired employees;
Commander Samuel H, Barboo, an industrial
hymmmmmmmomum
United States Navy (a large purchaser of as-
bestos insulation), who had never been in-
volved In any studies concerning the health
effects of asbestos; and, lastly, Dr. Selikofl,

Constdering the backgrounds of most of
the members of the expert health panel, and
the fact that two additional paneis of experts
consisted of a committes of thirteen men
representing private shipbuilding companiea
and & group of twelve men from various as-
bestos-producing les (including two
executives of Johns-Manville), it was hardly
surprising that the Arthur D. Little people
conciuded in their report that “reduction of
the exposure of workers to asbestos dust from
present levels to five fibres per cubic centl-
metre: will significantly reduce ashestos-re-
jated diseases and achieve more than 99% of
the benefits attainable from the control of
dust levels.” (In about a reduction
“from present levels,” they apparently fﬂﬂ!‘ﬂ
that an emergency five-fibre standard had
been In effect for nearly five months:) Their
report went on to say that because of the
cost the two-fibre standard very probably
could not be met by the asbestos industry
within the two-year period recommended by
NIOSH: that the standard could not be

achieved at any cost within two years by
companies engaged in on-board ship repair
in prmte shipyards (asbestos insulation be-
used extensively in shlplmild!ng). and

that it would certainly lead to Intensified
foreign competition in this ﬂ&.ldlndtof.ha
imposition of “difficult problems and costly
solutions” upon United States Navy ship-

In making this statement, the Arthur D.
Little people overlooked evidence and sta-
tistical tables In the NIOSH criteria doeu-
ment showing that many asbestos plants
were already operating at or below a two-
fibre level, and that most of the asbestos

industry could comply with a two-fibre
standard without nndue technical hardship.
And, piling oversight upon oversight, they
went on to say that estimates of when each

of the ashestos Industry could meet
various fibre levels “show at a first glance
that only a twelve-fibre standard can be
met immediately"—an assertion that ignored
the fact that a twelve-fibre standard was
supposed to have been in effect from 1968
until the temporary emergency standard of
five fibres was declared by the Secretary of
Labor six months earlier. -

Later in their report, in a section that
was entitled “Benefits from Ashestos Ex-
posure Control Standards,” the Arthur D.
Little people got around to defining what
they meant by benefits:

"The case against asbestos dust is.firm
and unquestioned by those familiar with
avallable research data. Selikoff and others
have amply demonstrated an association be-
tween exposure to asbestos fibres and in-
creased morbidity. It follows that reduction
of the hazard will provide increased freedom
from disease and longer life for those work-
ing with or near asbestos.

“The question of how closely the goal of
zero risk to asbestos-related diseases can be
approached requires further exploration. The
removal of this hazard changes that
inevitably involve the expenditure ot time
and money, and in the world of business

(including working men when jobs are at
sta.ke) the relationship between benefits and
costs is an important issue. Numerous ex-
amples of the refusal of people individually
and collectively to pay even modest incon-
venience costs to completely remove risks

demonstrate that eliminating a hazard at any
cost is not always feasible. However, those
who must pay the price for removing the
hamﬂmybewmmgmsmmm

of action. While we do not belleve a purely
quantitative cost/benefit analysis is feasible

or desirable here, the conceptual scheme is
uurul In the next section, we examine the
probable costs for various reductions (fibre
levels) in the hazard of asbestos dust. To
place these costs in a perspective that may
be useful In setting policy, it is important
to estimate the benefits assoclated with each
of several such levels of risk.”

At this point, the Arthur D, Little people
drew attention to Table 2 of their report,
which incorporated estimates from eight of
the eleven listed health-panel members as to
the incidence of abestosis, lung cancer, and
mesothelioma among & hundred workers ex-
posed to various levels of asbestos fibres dur-
ing an elght-hour working day over a period
of forty years, A footnote stated that by
the time the report went to press two addi-
ional responses had been received, which
did not change either the median or the
range. The footnote did not mention that
Dr. Selikoff's responses to thils questionnaire
were the only ones not included. As a result,
Table 2 concluded that not one worker in a
hundred would develop asbestosis after be-
ing exposed to two fibres per cubic centimetre
for forty years, whereas Dr. Selikoff had
estimated that fifty-five of a hundred work-
ers would develop the disease under these
conditions. In addition, Table 2 concluded
that only one worker In a hundred would
develop asbestosis after working for forty
years in an environment containing five
fihres per cubic centimetre, whereas Dr. Sell-
koff had estimated that eighty-five workers
out of & hundred would contract the disease
under such conditions. As for mesothelloma,
the Arthur D, Little report concluded that
only one out of a thousand workers would
be afiicted with the disease after forty years
of exposure to two fibres per cubic cen-
timetre, whereas Dr. Selikoff had estimated
that four out of every hundred workers
would develop mesothelioma under these
circumstances. And Table 2 concluded that
only two out of s thousand workers would
develop mesothelioma after forty years of
exposure to a working environment contain-

“Ing five fibres per cuble centimetre of alr,

whereas Dr. Selikoff had estimated that
seven out of a hundred workers would be
affected with mesothelloma at this level.

Now, using Table 2 as a springboard, the
Arthur D. Little people leaped to other
unfounded conclusions. "It is apparent from
this set of judgments that relatively large

>

benefits correspond to the reductlon of ex-
posure from to twelve fibers, and
from twelve to five fibres,” they wro
*“The judgments suggest, however, that a
further reduction of the exposure level to
twonbreslsattandedby very small bene-

wm.aﬂybmmthayhﬁmtmnﬂt
to include In Table 2 theresponusuDr.
Sellkoff, who is widely regarded as
the world's foremost epidemiologists l’n the
field of ashestos disease, and whose epl-
demiological investigations of asbesm dis

%

Bl
%'.
i
g
5

ustry.
made the assertion, however, the Arthur D,
Little people bounced along to others:
“Data on bronchogenic cancer and
mesothelloma suggest that these m
are also related to the degree of exposure,
The numbers are small, however, and ex-
perlence more limited than that avallable for
asbestosis. The only Inference we are pre-
pared to draw from these data Is that their
explicit consideration by the panel
very probably yields better estimates than it
they had not been included. Continulng
studles of these diseases among asbestos

workers should contribute to estimates that
better justify interpretation and speculation
than these.™

All this, of course, overlooked the fact that
in their studles of the disastrous mortality

of six hundred and thirty-two
asbestos-insulation workers In New York City
and Newark, and of nine hundred and thirty-
three men who had worked at an asbestos-
insulation factory in Paterson, New Jersey,
Dr. Sellkoff and Dr. Hammond had furnished
incontrovertible proof that two hundred and
thirty out of three hundred and nineteen
excess deaths among these men were caused
by some form of cancer.

The rest of the Arthus D. Little report con-
sisted of analyses of such things as the gross-
sales profits of wvarlous segments of the
ashestos industry and the estimated economic
impact of varlous asbestos standards on
shipbullding companies and on manufac-
turers of ashestos products. A sectlon en-
titled “Economic Impact on Manufacturers”
contalined this passage:

“With regard to technlcal feasibility, we
Jjudge that the five-fibre level is achlievable.
Even with the best avallable techniques,
however, we do not know whether a two-fibre
limit could be met. (In fact, we cannot he
completely certain about the five-fibre limit
until the best available equipment has been
installed and evaluated.) Thus s reliable
assessment of the validity of the “guessti-
mates” put forth on the cost of compliance
to the two-fibre level is not really possible
until technical feasibility has been estab-
lished. In the meantime, the estimates shown
:‘n‘rnhhsl:mtmmtmthmbem
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The estimates, or “guesstimates,” in Table
smayweuh;wmmehesttmtm
available, but to me they were incompre-
hensible, so I went to Mount Sinai and asked

Arthur D. Little from its panel
are inappropriate 'on two counts,
“First, the panelists were asked toostlmatan
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tives of the asbestos industry rather than by
reviewing the cost and effectlveness of exist-
ing installations. The whole approach Is like
the old story of asking the fox to guard the
chicken coop, Here the fox has been asked
how many chickens he would kill. *Why,
hardly any,’” he replies. Then the fox is asked
how much it would cost to keep him from
killing just those few chickens, ‘Oh, nmc.h
too much to consider,’ he answers." :
Glancing over the names and corporate
affiliations of Arthur D. Little's twelve-man
expert panel from the asbestos industry, I
saw that all eleven of the companies they
represented had sent officials to the public
hearings to testify against the proposed two-
fibre standard. When I pointed this out to
Dr. Nicholson, he shook his head again,
"Thetnsandoutuo!thhwmmir
constitute an end:less labyrinth that never
ceases to amaze me,” Dr. Nicholson sald. “I
Just noticed, for example, that both the
Certain-teed Products Corporation and Nico-
let Industrles, Inc,, are represented on the
panal.anﬂthatre.nﬂndsmo!nstorylmd
in the Wall Street Journal earller this month.
It was about the old Keasbey & Mattison
Company, which used to make milk of mag-
nesia In the town of Ambler, Pennsylvania,
near Valley Forge. The article described an
incldent in the early history of the company,
when Dr. Royal Mattison accidentally spilled
some milk of sia on a hot pipe and
found that it adhered. That brought the
Ksasbey& Mattison people into the insula-
tion business. In 1862, however, the company



went out of business and sold its facilities to
Certain-teed Products, which started man-
ufacting asbestos-cement pipe. Since that
time, Ambler has also been the site of a
plant operated by Nicolet Industries, which
manufactures other asbestos-cement prod-
ucts. In the Journal article, there was a de-
scription of a large open-air dump that has
existed in the town since 1867, that is owned
by Nicolet and Certain-teed, and that is still
used by Certain-teed, which adds twenty-
seven bundred tons of crushed ashestos pipe
to the dump each year. Naturally, this
aroused my curiosity, so I drove down to
Ambler the other day to take a look at it.
When I got there, I could hardly belleve my
eyes,

The dump not only snakes diagonally
through the very center of the town, which
has a population of about eight thousand,
but it is fifty feet high, anywhere from one
to two city blocks wide, and about ten city
blocks long. In fact, it is estimated to con-
tain some million and a half cubic yards
of waste material. I brought back a dozen or
so samples of debris to our mineralogy lab-
oratory for analysis, and we found that all
of them contained large amounts of chrys-
otile-asbestos fibre. The incredible thing,
however, is that while the townspeople of
Ambler want to get rid of the dump—it’s
an eyasore. of course—almost no one down
there seems to be aware of the health hazard
it poses. Kids play on an asphalt basketball
court. that has been bullt smack on top
of material from the dump, and is literally
covered with loose asbestos fibre and wads
of waste material containing asbestos, Not

only that but the dump itself is pockmarked.

with holes and tunnels dug over the years
by kids searching for old milk-of-magnesia
bottles, which have become collector’s items.
As you may already be aware, cases of meso-
thelioma have been reported among people
whose exposure to asbestos was that as chlil-
dren they had played on asbestos dumps.

A few days later, I was reminded of the
Ambler dump while looking at an exhibit
submitted as evidence during the public
hearings by Bruce J. Phillips, a senior vice-
president of Certain-teed. “We do nof feel
that there is sufficient medical justification
for a two-fibre limit at this time,” Phillips
had said. “We propose a five-fibre Standard.”
However, this statement of Phillips' aroused
my curlosity less than the next. “We feel
that asbestos scrap and waste, including as-
bestos dust, can be disposed of in quantity
only in a landfill, where the waste can be
covered each day, and will present no danger
to anyone, Furthermore, these disposal prob-
lems are solid-waste-management problems
to be covered by the Environmental Protec-
tion Agency, and not OB.H.A.," he said.
Whether Phillips had the Ambler dump in
mind when he made this statement is a
matter of conjecture, but it is a matter of
record that the Environmental Protection
Agency had not then got around to declar-
ing & standard for asbestos dust in the
amblent air.

Toward the end of June, Herman Yandle,
the former union committee chairman at
the Tyler plant, called me from Hawkins,
Texas, to inform me that ten thousand-odd
bags of asbestos fibre left in the warehouse
after Pitisburgh Corning closed the factory,
and either buried or otherwise disposed of
virtually all of the rest of its innards, had
been shipped to Canada during the last part
of May. Yandle had been told that the fibre
had been bought by & company with facilities
on Manitoulin Island, in Ontario.

That plece of information sent me to a
map, where I discovered that Manitoulin is
a very large island'in the northern part of
Lake Huron, about a hundred miles east of
Sault Ste, Marie. As a result of inquirfes I
made to find someone who might be able to
tell me something about the company, I got
in touch with Dr. Ernest Mastromatteo, who
is the director of the Environmental Health
Services Branch of the Ontario Minlsiry of
Health, in Toronto.

“"Manitoulin Island is way up in the wilds,
and I've never heard of any aspestos plant up
there,” Dr. Mastromatteo said. "But I'll have

our people look into it, and get back to you
as soon 85 we have something to report.”

During July, another intricate tler was
added to the labyrinth constructed by the

medical-industrial complex in its dealings

with the problem of occupation exposure to

asbestos, and I heard about it from Dr. Sell-
koff. T had not seen him since the Depari-
ment of Labor declded to keep the five-fibre
standard for four more years, and I had gone
to Mount Sinai to ask him about an article
from England which, I had been told, hore
on the guestion of the asbestos standard.

“As you know, the two-fibre standard we
had hoped for was deslgned only for the pre-
vention of asbestosis, and not for cancer,"” Dr.
Selikoff said. *Tt was first proposed back In
1968 by the British Occupational Hyglene
Soclety's Committee on Hygiene Standards.
At that time, the committee reported in the
Annals of Occupational Hygiene, a respected
British medical journal, what appeared to be
strong evidence suggesting that a person
working with chrysotile. asbestos could be
exposed for fifty years to a level of two fibres
per cuble centimeter with practically no risk
of developing asbestosis. The committee
‘therefore recommended a two-fibre level for
occupational exposure to asbestos—a pro-
posal I considered to be reasonable, and one
which was adopted by the Brifish Inspec-
torate of Factories that same year.

the British action was one of the chief de-
termining factors in the decision of NIOSH
to recommend a two-fibre standard to the
Secretary of Labor, The report of the society's
committee noted that ifs recommendation
was based entirely upon information pro-
vided by two of the committee's members
who were employees of the Turner Brothers

 Asbestos Company, Litd., of Rochdale, Eng-

land-—one of the largest asbestos companies
in Britain. They were Dr. John F. Eno%, who
was then chief medical officer for Turner
Brothers, and Dr. Stephen Holmes, the com-
pany’s industrial hyglenist. Dust counts had
been made at the Turner Brothers factory
in Rochdale for many years, and in 1966 Dr.
Knox and Dr. Holmes had undertaken to cor-

‘relate the health status of current employees

with past exposure levels. Accordingly, they
had reviewed chest X-rays of two hundred
and ninety workers at the factory who had
been employed for ten years or more after
January 1, 1933, and were still employed
there as of June 30, 1966. They then reported
to the committee that among these employees
they had found only eight whose X-rays could
be diagnosed as asbestotic. Among the
eighty-one men exposed to levels of some-
what more than ten fibres per cublc centi-
metre for twenty years or more, they found
only six with relevant X-ray changes, and
out of thirty-seven workers exposed over a
twenty-to-thirty-year period to levels of
about four fibres per cubic centimetre, they
found only one man with a possibly asbest-
otic X-ray abnormality. This was comforting
information indeed, and the committee, after
providing a safety margin by halving the
four-fibre level, recommended the two-fibre
standard in the full assurance that it would
prevent the occurrence of asbestosis."”

I was reminded by Dr. Selikoff’s remarks
that Dr, Holmes had flown to the United
States In March to testify in behalf of the
American asbestos industry at the Depart-
ment of Labor's public hearings, and had
stated his opinion that workers could safely
inhale air containing four or five fibres per
cubic centimetre. When I mentioned this to
Dr, Selikoff, he told me that not long after
the hearings ended, the April, 1972, issue of
the Royal Society of Health Journal arrived
in the United States. “It contained an article
by Dr. Hilton C. Lewinsohn, a young South
African physician, who had replaced Dr.
Knox as chief medical officer of Turner
Brothers,” Dr. Selikoff sald. “Dr. Lewinsohn
wrote that in December of 1970 he had given
chest X-rays to workers employed at the
Turner Brothers Rochdale factory. Although
some workers had left the firm or had died,
and although others had only recently com-
pleted ten years of employment, the men
with long-term exposure who were examined
by Dr. Lewinsohn were in large part the same
men who had been studied four and a hailf
years before by Dr. Knox and Dr. Holmes.

However, Dr. Lewl 's assessment of
X-ray findings among m was quite differ-
ent from that of his predecessor, Dr. Knox.
He reported that more than half of those men
X-rayed twenty years or longer after first
exposure to asbestos showed some abnormal
lung changes. Moreover, upon analyzing these
changes he determined that almost forty per
cent of the men who had been employed at
the factory for twenty years or more had lung

consistent with ashestosls. Unfortu-
nately, our hearings were concluded by the
time the Royal Society of Health Journal ar-
rived, so there was no opportunity to ask Dr.
Holmes about the apparent gross discrepancy
between the two sets of findings.”

I asked Dr. Selikoff hew he explained the
startling discrepancy, and he replied that it
must lie in the interprefation of ‘the X-rays,
since it was highly unlikely that there could
have been such a marked increase in detect-
able lung disease in four and a half years. He
added that Dr. Nicholson had prepared a
statistical analysis of the dose-disease re-
sponses that could be derlved from these two
conflicting sets of data, and had determined
that they showed as much as a tenfold differ-
ence in the incidence of X-ray changes char-
acteristic of asbestosis among the workers
at the Turner Brothers Rochdale factory.

‘Do you mean that Dr. Lewinsohn found
ten times as much disease among some Tur-
ner Brothers workers as Dr, Knox and Dr.
Holmes had found four and a half vears ear-
Her?” I asked.

“Yes," Dr. Selikoff replied. “At least, that
is what the data published so far suggest."

“So the two-fibre standard, even if it had
been adopted without the four-year delay, is
not sufliclent,” I said, 1

‘“Until the discrepancy is resolved, it would
appear useful only as an interim measure for
the prevention of asbestosis,” Dr. Selikoff
replied. “Further, one should remember that
when the Britlsh Occupational Hygiene So-
clety recommended the two-fibre standard in

'1968, It took the prudent position that the

standard was intended only for the preven-
tion of lung scarring, since it was not pos-
sible at that time to specify a concentration
of ashestos in the air which was known to be
free of the risk of induecing cancer.”

The possibility presented by this new
data—that industry influence might have
had an effect on medical considerations con-
cerning the problem of ocoupational exposure
to asbestos in England—came as a surprise
to me for two reasons. The first was that un-
1il Dr. Selikoff and Dr. Hammond had con-
ducted their pioneering studles of the as-
bestos-insulation workers, in the early nine-
teen-sixties, by far the best and most

0

thorough investigations of ashestos disease
had been conducted in England, where as-
bestosis had been recognized as a serious oc-
cupational-health hazard since the nineteen-
twenties. The second was that I had talked
at length with several leading English epi-
demiologists in London some months earlier,
and when I told them that occupational-
health data were being suppressed and ig-
nored in the United States, they had solemn-
1y assured me that, because of the independ-
ent character of English medicine and of the
British government's occupational-health
agencies, such a situation could not exist in
their country.

* When I told Sheldon Samuels the news
from England, he was not at all surprised.
“Business is always business,” he said. "In
fact, I have a new wrinkle for you here at
home. When I came to the Industrial Un-
ion Department last year, I undertook an in-
vestigation of the company-doctor system,
because it occurred to me that the system
was operating to thwart the Occupational
Safety and Health Act. A month or so after
I began the Investigation, I talked with Dr.
Norbert Roberts, who Is associate medical di-
rector of the Standard Oil Corporation of
New Jersey, and was then president of the
Industrial Medical Association. Dr. Roberts
told me that he and his associates in the
Industrial Medical Association hoped to re-
form and improve the Industrial medical pro-
fession by setting standards for the pro-
fessional performance of company doctors.
They proposed to set up an organization
called the Occupational Health Institute,
which would derive its chief support from
the Industrial Medical Association, the Amer-
fcan Industrial Hyglene Association, and the
Ameriean Assoclation of Industrial Nurses,
Inc.—all of which are organizations sup-
ported and controlled by Industry, The insti-
tute would undertake to create a program to
validate occupational-health programs and
to set up standards that would enable in-
dustry, through voluntary complance, to
clean up the major health problems afiict-
Ing workers in the United States.

After listening to him, I told Dr. Roberts
that in any opinion voluntary ethical stand-
ards would not accomplish the purpose of
raising the professional performance of
company doétors but should be part of en-
forceable O.SH.A. regulations in order to
guarantee the participatory role of work-
ers envisioned in the Occupational Safety
and Health Act, such as their guaranteed
rlghttohavaamtomedicalmordsand
to records pertaining to exposure te toxic
substances. That was the last I heard of
the matter for some time. Last November,
however, I sent Dr. Roberts the results of
the NIOSH survey of Pittsburgh Corn-
ing's Tyler plant and asked him to have the
the Industrial Medical “Association conduct
its own investigation of the situation. Then,
in February, I sent him an account of the
charges Mazzochi had levelled sagainst
Pittsburgh Corning at his press conference,
which included some information about how
the affair had been handled by the com-
pany's medical consultant, Dr. Grant. In
the meantime, Dr. Roberts and his associates
had pursued their plan to set up the Oc-
cupatfonal Health Institute. At their re-
quest, & meeting to discuss the aims of the
institute was held here at the Industrial
Union Department on March 24th. In addi-
tion to Dr. Roberts and myself, the meet-
ing was attended by Dr. Duane Block, med-
cal director of the Ford Motor Company; by
Dr. Gilbert H, Collings, general medical di-
rector of the New York Telephone Com-
pany, who had been mnamed to head the
Occupational Health Institute; and by Dr.
Marcus M. Key, who is the director of
NIOSH, who was being asked to give NIOSH
support to the new institute and its pro-
grams. According to Dr. Roberts and Dr.
Collings, an accreditation commission in-
tiated by the institute would pressure man-
agement to become enlightened In the field
of occupational health by certifying valld
industrial medical programs. Imagine my
surprise, however, when I learned that Dr.
Roberts and his colleagues were proposing
Dr. Grant ag one of the members of this ac-
creditation commission. I pointed out that
the very fact that Dr. Grant was being con-
sidered for such a position while serious
allegations concerning his professional con-
duct remained to be resolved scarcely in-
spired c« in the purpose and viabll-
ity of the - Health Institute.

Subsequently, Dr. Roberts and his asso- -

ciates must have brought pressure to bear
upon Dr, Grant to remove himself from con-
slderation for the commisson, for early this
month I received a telephone call from Wil-
liam D, Kelley, the director of NIOSH's Di-
vision of Training, in Cinecinnatl, telling me
that he had recelved a letter from Dr,
Grant complaining that, because of his
consultant relationship with Pittsburgh
Corning, I considered him to be antilabor
and, therefore, unacceptable as a commis~
sioner. Now, what do you think of that?"

I told Samuels that I found it surprising,
but I was really thinking that the medical-
industrial complex went about {ts business
in ways whose intricacies were a wonder to
behold, and that the story I had been follow~
ing!orsommmﬂmnem&dnotamym
repeat itself endlessly but to emploj the
same cast of characters.



“And now for the clincher,” Samuels said.
“Guess what outiit has just received a sev-
enty - one - hundred - thousand - four -
hundred - and - eighty - one - dollar contract
from NIOSH, in order to—and I quote—'de-~
velop and valldate criteria for program per-
formance standards of eeeupnt_lonnl-heaith

which will provide guidelines to
NIOSH in promoting the development of
such p as well as provide guldance
tadlluu in establishing and/or wpgradm
their own operational program standal
“The Occupational Health Institute?" I

“Of Chicago, Illinois,” Samuels replied.

A few days later, I telephoned Dr. Mastro-
mattéo in Toronto, and asked him if he had
been able to find out anything about an
ashestos plant on Manitoulin Island.

“I'm sorry to say I haven't,” Dr. Mastro-
matteo replied. “We've checked all the avail-
able records and made Inquiries by phone,
but there doesn't appear to be any asbestos
Industry at all on Manitoulin Island.”

I apologized to Dr, Mastromatteo fot both-
ering him with what was obviously a false
lead, and thanked his for taking the trouble
to follow it up. Then I telephoned Herman
Yandle in Hawkins, and told him what had
happened.

“Well, that's what they told the boys at
the plant when the stuff got sent out,”
Yandle sald, with a chuckle, “But I got a
new address for you just the other day, from
a fellow who saw & shipping tag. The asbestos
went to Canada, all right, but not to Mani-
toulin Island. It got sent to a company called
Holmes Insulation, Ltd., at Point Edward,
Ontarlo.”

I called Dr. Mastrometteo back and told
him what I had learned from Yandle.

“We'll try to run it down for you,” he said.
“I've never heard of Holmes Insulation, but
I know where Point Edward is. It's about two
hundred miles west of here, in the middie of
a large petroleum-chemical complex.”

In the second week of September, I re-
ceived some rather interesting mail. From
the August issue of the Archives of Environ-
mental Heaith I learned that Dr. Grant had
been elected treasurer of the American
Academy of Occupational Medicine. In a
cupplng from the August 25th edition of the
Cincinnati Post, I read that Dr. Wagoner and
Dr. Johnson had been looking into thé
spraying of asbestos insulation on the steel
glrders of a new Procter & Gamble technlcal
center in the Blue Ash, Ohio, a suburb of
Concinnatl, The Post nrtlcle‘_suted that the
spraying of asbestos Insulation In construc-
tion had been banned in New York, Boston,
Philadelphia, and Chicago, but that in Cin-
cinnati and the rest of Ohlo there were no
ordinances either banning or controlling its
use. The artlcle went on to quote Dr.
Mitehell R, Zavon, Assistant Health Com-
n;;alone.r for Cincinnatl, who sald that he
hadnntwanntmmanyremm,
since the evidence incriminating asbestos as
& health hazard “is not sufficiently clear-
M“Msurpmedme,aincelknewthst«
Dr. Zavon was & member of the sixteen-
man Threshold Limit Value Alrborne Con-
taminants Committee of the American Con-
ference of Governmental Industrial Hy-
glenists, so I filled the newspaper clipping
away with a mental note to make some in-
quiries about him.

A week or so later, Samuels sent me a
copy of a statement delivered before the
House Select Committee on Labor by Jacob
Clayman, administrative director of the In-
dustrial Unlon Department, concerning the
activities of the government in enforcing the
Occupational Safety and Health Act. It was
obvious that Clayman did not think much
of the government's performance, After re-
minding the committee members that the
Department of Health, Education, and Wel-
fare had estimsted that there might be as
many as a hundred thousand deaths each
year from occupationally caused disease, he
told them that seventeen months after the
Act went into effect there were only four
hundred inspectors to enforce its provisions
in more than four million workshops, and
that only one new health standard—that for
asbestos—had been set during that time.

“Even then, we have had to complain about

its inadequacies,” Clayman sald. “Indeed, we
have gone to court to emphasize its failure,
in our judgment, to pursue the basic purpose
of the law."” Clayman sald that his
tion had never ceased to point out that not
one of the nine carcinogens rated by the
Conference of Hyglenists and by forty-five
states as being too dangerous for any ex-
posure at all was included in the federal
standards, “Benzidine is one of these,” he
deciared. “More than seventeen hundred tons
of this chemlcal and three of its most com-
monly used compounds are produced, dis-
tributed, and used in this country ‘each
year. We have no idea how many workers are
exposed. We have no Idea as to how many of
the hundred thousand deaths that HEW.
reports are due to exposure to this and other
carcinogens.”

- Up to that time, my investigation of the

workings of the medical-industrial complex

‘had evolved out of the critical situation that

‘had existed at Pittsburgh Corning's Tyler

plant, and had focussed on the problem of

‘exposure to ashestos, During the past six

months, however, I had been told by Mazzoc-

chi, Samuels, and others that the complex

was hard at work trying to put the lid on
dozens of occupational-health problems in-
volving, among others things, beryllium, ben-
zidine, and beta-naphthylamine. (Indeed,
Samuels and the Industrial Union Depart-
' ment had been pressing unsuccessfully for
the Occupational Safety and Health Admin-
‘stration to take action on known chemical
carcinogens for more than a year.) Now, re-
minded by Clayman’s testimony of the mul-
tiplicity of the hazards, I decided to take a
closer look at some of them.

On Monday, September 25th, I caught an
early-morning flight to Cincinnati and went
to the Division of Field Studies and Clinical
Investigations to ask Dr. Johnson, whom 1
had not seen slno‘bumh what was being
done about the lem of occupational ex-
posure to berylllum, benzidine, and beta-
naphthylamine. “Let’s start with beryliium,”
Dr. Johnson sald, “It is a metal that has been
tusedtl;::he hﬂmtﬁ stammm the nineteen-

wen when was with copper
and -other metals in order to give them
greater tensile strength and fatigue resist-
ance, During the late nineteen-thirties, it

was used extensively in the manufacture of
flourescent-lamp tubes. Subsequently, how-
ever, thanks to the ploneering work of Dr.
Harriet L. Hardy, who was then an occu-
pational-health physician at the Massachu-
setts Institute of Technology, beryllium was
found to be a cause of acute and chronic pul-
monary disease among workers in the fluo~
rescent-lamp Industry, and in 1949 its use in
the manufacture of those appliances was
discontinued, Because of its light weight, {ts
rigidity, and 1ts stability, beryllium has
achieved wide use In other avea. It is em-
ployed in nuclear reactors, in aerospace
materials and inertial guidance
systems and in satellite antennae, rocket-
motor parts, heat shields, rotor blades, and
airplane brakes, It also appears to have con-
siderable potential as a solld rocket fuel.
Suffice it to say that beryllium and its-com-
ponents have an important use in modern
technology, and that, as I have Indicated,
exposutre to thEm cfn result in beryilium dis-
ease, which can cause death from pulmanary
insufficiency or right-sided heart faflure.”

Dr. Johnson went on to say that during
the sumrer of 1971, while he was unearthing
from his predecessors’ files the data on the
Tyler plant and other abestos factories, he
had come across the report of an environ-
mental survey that had been conducted In
1968 by englneem from Dr, Cralley's Division
of Epidemiology and Speclal Services at a
factory owned by Eawecki Berylco Indus-
tries, Inc., In Hazelton, Pennsylvania “As in
the case of Tyler studies, no action had been
instituted as a result of the Hazelton-plant
survey,” Dr. Johnson told me, “Yet the data
showed incredibly high airborne levels of
beryllium dust, y in the factory’s
attrition-mill operatinns whm beryllium
powder is made. Indeed, the engineers had
recorded concentrtalons in the Hazelton
plant as high as two hundred micrograms of
beryllium per cubic metre of air, though the
Conference of Hyglenlsts had already adopt-
ed the Atomic Energy Commission’s stand-
ard of & peak value of twenty-five micro-
grams per cubic metre of air and a time-
weighted average of only two micrograms
per cuble metre.”

When I asked Dr. Johnson what he had
done with the information he uncovered, he
told me that, just as in the case of the data
on conditions in the Tyler plant—data that
were collected and lgnored—he had relayed
them to Anthony Mazzocchi and Steven
Wodka, of the Oifl, Chemical and Atomic
Workers International Union, which, as it
happened, also represented workers at the
Hazelton plant. "As a result, just as in the
case of Tyler, the union expressed concern to
our division, and we conducted a comprehen-
sive environmental survey of the plant last
November,” Dr. Johnson sald. “The beryl-
Hum-dust levels we measured at that time
showed that the company’s powder-handling
operations were still grossly out of gontrol.
In March of this year, berylliuim levels at the
Hazelton plant were measured again by the
Pennsylvania State Department of Elmlth,
and once more the levels far exceeded the
recommended threshold limit value of two
micrograms -per ocublc metre of air. Conse-
quently, on July 28th, Harry M. Donaldson,
one of our industrial hygienists, wrote a let-
ter to the Kaweck!l Berylco people saying
that we planned to conduct another survey
of the Hazelton plant in the near future and
asking what improvements they intended to
make in thelr powder-handling operations,
how they were going to make them, and
when they would complete them, On August
3rd, I set a second memo of concern to the
regional administrator of the Occupational
Safety and Health Administration in Phila-
delphia—I had sent him one on the same
subject last December 22nd. T told him again
that a potential for serious medical conse-
quences existed in the Hazelton plant, and
I enclosed the results of a medical survey of
two hundred and nineteen of the plant's em-
ployees which had been conducted last No-
vember by Dr. Homayoun Kazemi, the chief
of the pulmonary mnit of Massachusetts
General Hospital, in Boston. Dr, Kazemi had
found symptoms possibly related to beryl-
lulm disease in twenty-five cases and sig-
nificant beryllium disease in half a dozen

cases,”

I asked Dr. Johnson If he or Donaldson
had received any Teply from the company,
or if any action had been taken with regard
to the situation at the plant. He smiled
grimly and handed me a memorandum, It
was sent to division directors, deputy di-
rectors, and assistant division directors: it
was headed “Policy Memorandum,” was
dated September 12, 1972, and was signed
by Dr, Edward J. ¥alrchild 11, acting asso-
ciate director for NTOSH's Cineinnatl Opera-
tions, who was working under the direction
of Dr. Key, the director of NIOSH. Tt read:

“There have been in the recent past cer-
tain communications, verbal as well as writ-
ten, with distinet overtones of abatement-
type language. It 15 not the intent, nor
the policy, of NIOSH to convey to the put-
glde world that our role under the Occupa-
tional Safety and Health Act of 1970 1s one
havlng authority for enforcement. Rather,
we must present an Image more in keeping
with that of a research agency. The Act
distinctly separates enforcement, the pri-
mary activity of the Depnrtment of Lahor
(O5HA.), from research, the primary acti-
vity of HEW (NIOSH).

“Accordingly, you are requested to mon-
itor those actions which could evoke con-
notations of enforcement, especially those
which may be so borderiine that NIOSH
involvement could be appropriate under cer-
taln circumstances, yet highly mappl'opr_lam
under different circumstances. Those of your
pecple who may have oceasion for involve-
ment should be Informed of this

“Through authority delegated to me by
Dr. Key, and by copy of this memoran-
dum, I assign Dr, {William 8.] Lainhart as
your contact in the extent that questionable
issues arise. Thus, if you are in doubt as to
whether actlons constitute abatement-type
language or policy or if activities infringe
upon enforcement, you will bring such situa-
tions tg the attention of Dr, Lainhart. If,
then, the issue is not yet resolved, it will be
brought to my attention by Dr. Lainhart,

“Your cooperation and diplomacy in this
deu:mte but important, matter of policy

expected and appreciated.”

I remembered Dr. Lalnhart very well. He
had been chief aszsistant to Dr. Cralley in
the old Division of Epidemiclogy and Special
Services, and had been in charge of the medi-
cal-environmental teams that surveyed the
Tyler plant and other asbestos factories dur-
ing the middle and late nineteen-sixties. It
was Dr. Lainbart who—In March of 1968,
shortly before notification of the high as-
bestos-dust counts taken by his environ-
mental team nt the Tyler plant was sent
to Dr. Grant and Pittsburgh Corning with-
out any warning that they constituted a
high risk of disense and death for the men

there—had sald to me

who were working
_ that the ideal method of tracing the natural
asbestos disease

“history of

would be to take
a bunch of twenty-vear-olds, put them into
an asbestos plant where the exact dust level
was known, and observe them for the next
fifty years or until they died. T had often
wondered about that statement, and now,
remembering the peor condition of men I
had met who had been employed at the Tyler
plant for only ten or fifteen vears, and the
number of deaths from cancer and asbestosis
that had occurred among the unfortunate
workers at the Paterson factory. T found
myself wondering sbout it again,

Then Dr. Johnson showed me a second
memo. It was dated September 13, 1972, and
it had been sent to the director of the divi-
sion, 1t was headed “Short- and Long-Term
‘Epidemiology,’” and was also signed by
Dr, Fairchild, who was once again acting
under the direction of Dr. EKey. It started
out:

“Pursuant to our discussion earlier with
Dr. Key, as well as followup discussion you
and I have had, this will verify for themom'
the resulting decislons,

"Bhorf.-terrn fleld studies which have beeén
referred to as “firefighting activities” will he
assessed prior to obligating resources, We are
mutually agreed that you and/or Dr. Johnson
will keep Dr. Lainhart apprised of such cate=
gorical activities. When necessary I can be
brought into the discussions. Dr. Lainhart
is aware of this arrangement which 1s com-
mensurate with his experience and the re-
sponsibility of his position.

“Also, In connection with our earlier dis-
cussions and in keeping with the indication
given by Dr, Eey to Mr. Edmund Velten, Vice-
President, Kawecki Berpleo Industries, Inc,
there will be developed for NIOSH policy the
proposed regulations whereby industry-wide
studies are to be conducted. Accordingly, Tam
reguesting that this also be coordinated with
Dr. Lainhart so that he is kept informed
throughout the process of regulations devel-
opment.”

When I had finished reading the second
memorandum, I asked Dr. Johnson to give
me an example of a short-term field study, or
“firefighting activity.,” .

*“Well, in some ways you might call our
survey of Pittsburgh Corning's Tyler p!mt A
short-term field study,” Dr, Johnson replied.

“And what about the reference to the ‘in-
dication’ glven by Dr. Key to qumunn_yel:an,
of Kaweckl Berylco?" I Inquired.

“That simply means that the beryllitm ju-
dustry will be mm b’ NIOSH with
regard to any ustry-wide studies

involving heryllium,” T)rmlhhnpon sald. “The



Administrati

eral r __Asofﬂllsdm however, the

lon has not seen fit to convene
m advlm committee on beryllium, much
less announce public hearings. Meanwhile,
workers in beryllium plants are still being
overexposed to berylllum dust and running
the needless rigk of developing beryllium dis-
ease. Incidentally, Mr. Velten must have com-
plained to Dr. Key about the letter that Don-
aldson sent to his company about improve-
ments in the Hazleton plant. In any case, Dr.
Key wrote Velten a letter containing an
apology for the tone of Donaldson's letter.”

At this point, I asked Dr. Johnson what was
being done about the problem of Gecupn-
tional exposure to beta—naphth}mmtne and
benzidine.

“Beta-naphthylamine, which is common-
ly known as BNA, and bengzidine are aro-
matic amines—chemicals derived from coal
‘tar—and are used as intermediates In the
synt-heq!s of dyes,” Dr. Johnson sald. “Both

hlgmy potent carcinogens, known to

laddér cancer, and both are on the

list of nine carcinogens that have been ratgd
by the Conference of Hyglenists as being toa
dangu-cus at any known level of exposure.
Neither of them, however, has been so rated
hythotedaralgwernment, Before I go inta
our involvement with BNA and benzidine, 1
think you ought to take a look at a study
of workers epxosed to them in a plant oper-
ated by the speclalty-chemicals division of
the Allied Chemical Corporation, in Buffalo,
New York. It was carrled out back in 1962,
by Dr, Morris Kleinfeld, director of the Di-
vision of Industrial Hygiene of fhe New York
State Department of Labor; by Dr. Leonard
J. Goldwster, a consulting industrial-hy-
glene physiclan; and by Dr. Albert J. Rosso,
an assoclate industrigl-hygiene physician in
the Division. It was published in the Archives
of Environmental Health in December, 1965,
Dr. Kielnfeld, Dr. Goldwater, and Dr, Rosso
studied three hundred and sixty-six workers
at the plant in Buffalo, going back to 1812,
Half of these men were between twenty and
twenty-nine years old when they were first
employed at the plant; about a guarter wera
between thirty and thiriy-nine; and the re
malinder were between forty and fifty. Boma
of them were e to BNA alone; some to
BNA and benzidine; some fo BNA and alpha-
naphthylamine, which is simllar to BNA:
some fo benzidine alone; and some to various
combinations of all three compounds.”

Dr, Johnson handed me a copy of the
study by Dr. Kleinfeld mﬂ his associates.
From introduction I learned that can-
cer of bladder resulting from exposure
to aromatic amines was discovered in Ger-

in 1805; that between 1505 and 1932
er tumors in dye workers were reported
ln smmm Great Britain, Russia, and
Austria; that the first cases of this condi-
tion in the United States were reported in
1934; and that the disease had subsequently
been recognized in Italy, Japan, and France.
Toward the end of the introduction, Dr.
Kleinfeld and his associatés described a
large series of bladder tumors caused by aro-
matic amines which were reported by Dr:
T. 5. Scott in England in 1864, Dr. Scott
found that of six hundred and sixty-seven
persons exposed to the chemicals for more
than six months a hundred and twenty-
three had developed bladder tumors, and
that bladder tumors occurred in fully sev-
enty-one per cent of those who were exposed
for thirty years or more.

Astorthomu.ltso:thestudyotthme
hundred and sixty-six men exposed to aro-
matic amines at the Allied Chemical plant
in Buffalo, Dr, Kleinfeld and his associates
reported In the main body of their article
that ninety-six of the men had developed
bladder tumors—an over-all incidence of
slightly more than twenty-six per cent—and
for{y-six of these had died as a result, “By
any reasonable standard it can be stated that
the Incldence or aftack rate for bladder
tumors In workers ex to coal tar dye
intermediates Is frighteningly high,” they
concluded,

After I read the study, Dr. Johnson told
me that the manufacture and use of BNA
had been banned in Switzerland in 1938, and
that the production and use of the chemical
had virtually : »d In Pennsylvania after
1961, when the state adopted strict regula-
tions for carcinogens. "The British aban-
doned the mnnu.mcture and use of BNA way
back in 1952,* Dr, Johnson sald. “Why our
government has not taken similar action is
beyond my comprehension, especially in the
light of conditions we uncovered recent]y in
Georgia and South Carolina. During the early
fifties, the Augusta Chemical Company, of
Augusta, Georgia, which had been receiving
shipments of BNA from the du Pont people,
began manufacturing and using the chemical
at its Augusta plant. In 1967, the company
was purchased by the Blackman Uhler
Chemical Division of the Synalloy Corpora-
tion, of Bparbanhurg South Carolina, and
thereafter BNA was manufactured at the
Augusta plant and shipped in drums by truck
to Synalloy's Spartanburg plant, where it
was used as an intermediate in dye synthesis.
Our regional director In Atlanta learned of
this activity last fall, and got in touch with
officials of the Georgia State Department of
Health, who told him they knew of no prob-
lem associnted with the manufacture of BNA
in Georgia. In January of this year, however,
we sent three of our people in the Division
of Field Studies and Clinical Investigations
toiﬂ:alloakltthe.d"' ant

ortlmmh oy

Synalloy peopla the
‘medical facts implicating BNA as a potent
bladder carcinogen, They claimed that be-
cause the chemical was handled in wet slurry
form It was not hazardous, whereupon I in=
formed them that the primary route of enﬁ?
of BNA into the body under these circum-
stances was not by inhalation but by absorp-
tion through Intact or unabraded skin. As
a result, the production and use of BNA have
bheen discontinued at the Augusta and Spar-
tanburg plants, and Tobias acid—a relatively
safe substitute for BNA, which has been
available for years, and which costs only a
few cents more a pound—is now being used
as an intermediate in dye synthesis.

We have begun a program of urine cytology
on the workers currently employed at the
Augusta plant, but since BNA wasn't used
there until the late nineteen-fortles, and
since the Iatent period for the development
of bladder cancer is about twenty years, we
probably won't know their true health situa-
tion for some time. Ome big problem we're
faced with is that, because of rapid turnover
in the work force, past employees exposed to
ENA are unavallable for medical followup, so
we have only the present workers to evalu-
ate. The thing to remember {5 that until 1972
no federal occupational-health agency had
ever visited either of the plants—and this
despite the fact that the hazard of BNA was
brought up in congressional testimony in
1970 as justification for passing the Occupa-
tional Safety and Health Act, and had been
cited repeatedly as being one of the health
hazards the government was anxious to con-
trol. Moreover, none of the appropriate state
occupational-health agencies had ever taken
effective actlon to bring the hazard under
control. We're now trylng to track down
other plants where BNA may be in use, be-
cause weve heard that the chemieal is being
imported into the United States from South
America."”

Dr. Johnson went on to tell me that the
Allied Chemical plant in Buffalo had manu-
factured BNA until the middle fifties and
had received shipments of the chemical from
a plant in Pennsylvania from then until
1861, when the Pennsylvania plant was
forced by the state to shut down. “Shortly
thereafter, the Allied Chemical people dis-
continued the use of BNA In their Buffalo
plant," he sald, “"However, they continued to
handle benzidine, which they not only manu-
factured and used there but also shipped to
the Toms River Chemlcal Corporation’s
plant, In Toms River, New Jersey, until some-
time in 1071. Now I understand that they are
using dichlorobenzidine, which they claim is
less hazardous than henzidine. However, we
are concerned about dichlorobenzidine be-
cause It is known to cause cancer in test
animals, and because it 1s also on the list of
carcinogens rated by the Conference of Hy-
glenists as peing too dangerous at any level
of exposure. In fact, we'll be conducting a
field survey of the Buffalo plant next month,”

I asked Dr. Johnson what other industrial
carcinogens the Division of Field Studies and
Clinical Investigations was looking into, He
replied that there were many, and that new
ones came to his attention almost daily.
“Recently, we've been worried about a chemi-
cal called bis-chloromethyl ether,” he said.
“It is formed as an intermediate in the pro-
duction of anion-exchange resins, which are
manufactured by a number of large outfits,
including Rohm and Haas and Dow Chemi-
cal. Bis-chloromethyl ether has been demon-
strated to be a potent lung carcinogen in test
animals, and it, too, 1s on the list of danger-
ous cancer-producing agents. Last March,
at the request of Jack Washkuhn, an indus-
trial hygienist from the San Mateo County
Health Department, in California, I went out
with Harry Donsaldson to visit the Diamond
Shamrock Corporation’s plant in Redwood
City, where the chemical has been encoun-
tered as a by-product since 1957. The plant
employs only about a hundred men, but we
reviewed the cases of four employees who,
Washkuhn had learned, had dled of lung
cancer within the past elght years, and we
learned that two former workers at the plant
had developed lung cancer but were still
alive. The first death among these men oc-
curred {n 1964, the second in 1865, the third
in 1967, and the fourth in November of 1871.
Something that causes us great concern is
that the age at death of these four men
ranged from thirty-two to forty-elght—
which is considered to be under the age at

tlon with cigarette smoking.
are particularly concerned about the worker
who died in November of 1971, because he
was only thirty-two years old, and he had
worked in the plant for only two years—a
circumstance indicating bis-chloro=
methyl ether may be a far more potent car-
cinogen than had previously been suspected.

Accordingly, we recommended to the com-
pany that chest X-rays and sputum cytology
be conducted on its workers. A subsequent
survey by a special field team from our Salt
Lake City facllity showed considerable
amounts of abnormal cells in the sputum of
men who had been working at the plant. As
a result, the company has initiated a periodic
sputum-cybology screening program of its
current and former employees, which is
being carried out with the cooperation of
Dr. Geno Saccomanno, head of the mmotln;

de at St. Mary's Hospital
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to clear through higher authority.
Well, it just occurred to me that our visit to
the Diamond Shamrock plant in Redwood
City is a perfect one.

Back In New York, I telephoned Dr. Mas-
tromatteo in Toronto, to find out if he had
been able to discover anything for me about
Holmes Insulation, Ltd., in Point Edward,
Ontario. Dr, Mastromatteo told me that not
only had he acquired some information
about the company but that an industrial
hyglenist from the Ontario Ministry of
Health had visited the company's plant in
August to take airborne dust samples and
to arrange for X-rays examinations for the
workers there. “A few months ago, claims for
ashestosis put in by workers employed there
began to appear before our Workmen's Com-
pensation Board,” he sald, “During our
August inspection of the plant, we found
that, generally speaking, ashestos-dust levels
were well over two fibers per cuble centi-
metre, which is our unofficial standard. Since
we always take action if dust levels exceed
the five-fibre level, we recommended that
the company install better ventilating
equipment in order to avoid the use of
respirators.” ;

“What did your X-rays show?" I asked.

“They indicated,” Dr. Mastromatteo re-
plied, “that out of a work force of between
fifty and seventy-five men, six or seven had
signs consistent with the development of
asbestosls,”

During the second week in October, I
called on Dr. Selikoff at Mount Sinal and
asked him whether he had heard anything
from his British colleagues concerning the
marked discrepancy between the findings of
Dr. Enox and Dr, Holmes and those of Dr.
Lewinsohn in regard to iasbestosls in the
Turner Brothers workers. Dr. ‘Selikoff had
Just returned from a World Health Organi-
zatlon Working Group to Review the Blo-
logical Effects of Asbestos, in Lyon, France,
and hy way of reply he handed me a copy of
a paper that Dr. Holmes had delivered at
the conference. The paper was entitled “Cri-
terla for Environmental Data and Bases of
Threshold Limit Values—Environmental
Data in Industry,” and the first sentence
read, "The need for hygiene standards for
airborne asbestos dust based on wider
studies than were avallable to the British
Occupational Hyglene Soclety in 1968 is em-
phasized.”

Of the study that he and Dr. Knox had
conducted of the workers at the Turner
Brothers Rochdale plant, and the data they
had furnished the soclety, Dr. Holmes said,
“The information, although the best avail-
able at the time, was, to say the least, seanty
for the purpose, and some of us who were
associated with it have become increasingly
concerned with the authority with which 1t
has become invested In the international
feld.” Dr. Holmes ended his paper by noting
that in collaboration with Dr. Lewinsohn
arrangements were being made to have the
mrmauon from the factory brought up to

Essentially, what Dr. Holmes appeared to
have admitted was that the data he and Dr.
Enox had furnished the society concerning
the Incidence of asbestosis in the Turner
Brothers workers were questionable. The
ramifications of this were, of course, stagger-
ing, for If the data were Inaccurate, the two-
fibre standard for asbestos—which would not
even go into effect in the United States until
1976—would be without medical or sclentific
validity. In the meantime, American asbestos
workers had been assured by Secretary of
Labor Hodgson that it was safe to breathe
alr containing five fibres per cuble centi-
metre, which was higher than the dust con-
centrations inhaled by a significant number
of the Turner Brothers asbestos workers,
many of whose chest X-rays had been inter-
preted by Dr. Lewinsohn as showing ab-
normal lung changes. All this, of course,
could affect the health of tens, if not hun-
dreds, of thousands of ashestos workers, axd
it had come about simply because two men—
4 medieal doctor and an industrial hygien-
ist—employed by the British asbestos indus-
try had, one way or another, furnished ques-
tionable data, which may have misled occu-
pational-health agencies on beth sides of the
Atlantie, One could only wonder exactly
when Dr. Holmes had become “increasingly
concerned” about the authority and validity
of Dr. Knox's interpretation of the chest
X-rays of the Turner Brothers workers, It
can hardly have been prior to his appearance
in behalf of the asbestos industry at the
Department of Labor's public hearings sis
months earlier, when he declared that a
standard of four or five fibres per cubic centi-
metre would provide adeguate protecﬂnq
{from disease for asbestos workers In
United States. Was it, then, only after thd
publication of Dr. Lewinsohn's findings;
which suggested that Dr. Holmes and Dr,
Enox could have understated by as much as
tenfold the extent of asbestos disease nmona
the Turner Brothers workers? -
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