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Natural Gas:

The Case for Immediate Deregulation

In one of those peculiar ironies of gov-
ernment intervention, the largest natural
gas-producing states, Louisiana and
Texas, will bear the brunt of the next
shortage of natural gas in this country.

Louisiana’s and Texas's potential nat-
ural gas problems, as well as many of
the nation’s energy problems, stem from
the myriad of price control regulations
on natural gas. Adding to the regulatory
mess is a law which mandates conver-
sion from natural gas by 1990 and an-
other which funds the production of
synthetic natural gas. All of these reg-
ulations impede the production and
development of an energy source which
currently supplies 27% of the nation's
energy demand and has the potential to
supply much more.

A Shortage Policy

One of the simplest laws of economics
— yet one which has been continually
ignored by politicians for centuries — is
that a price set below the market clearing
price leads to a shortage. As politicians
have discovered, this law plays no fav-
orites — the shortage occurs whether
price controls were instituted with the
best of intentions or not. On the other
hand, a shortage on the free market can
exist only very temporaril}/', A shortage
will cause suppliers to increase their ask-
ing price, thus increasing the relative
price of the good in question. The higher
relative price will both reduce the quan-
tity demanded and increase the quantity
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supplied. It is not by chance that prod-
ucts in short supply, such as energy and
credit, are products whose production
and/or distribution are subject to price
controls.

In 1954 the Supreme Court extended
to the Federal Power Commission the
power to control the wellhead price of
natural gas. The effects of this decision

“It is likely that
following gas deregu-
lation oil prices will
tend to fall to the
natural gas price
equivalent.”

went relatively unnoticed until the 1970s
when the price of unregulated intrastate
gas rose above the price of regulated in-
terstate gas for the first time. When this
occurred new discoveries were left for
the intrastate market, or as in the case of
a large gas find in Louisiana, not devel-
oped at all. By the winter of 1977 short-
ages were so severe in the Northeast that
some factories were forced to shut down.

With the “running out of everything”
thesis enjoying popularity within the
Carter administration, the Natural Gas
Policy Act (NGPA) was passed in 1978.
The two major effects of the so-called
deregulation bill were to extend perma-
nent price controls to 40-60% of natural
gas supplies and to bring under price
controls previously unregulated intra-
state natural gas.

In typical bureaucratic fashion the

NGPA defines 26 different categories of
natural gas. Price controls are adjusted
each month on the basis of the inflation
rate and an escalation clause. For in-
stance, new natural gas, which is arbi-
trarily defined as gas located at least 2.5
miles from the nearest éxisting well, has a
price ceiling of $3.132 per million BTUs as
of July '82. On the other hand, “old” gas
dedicated to commerce prior to April ‘77
has a maximum price of $.813 per million
BTUs as of July ‘82.

Currently, the only deregulated cate-
gory is gas from wells dug deeper than
15,000 feet, accounting for 4% of pro-
duction. New natural gas deeper than
5,000 feet is scheduled to be deregulated
in 1985, while gas from wells less than
5,000 feet will be deregulated in 1987.
Under the NGPA, however, the Presi-
dent has the authority to extend price
controls for an additional 18 months.

In spite of the recommendation of a
cabinet group last summer and promises
to do otherwise, Reagan has decided to
postpone the introduction of deregula-
tion legislation until after the fall elec-
tions. There is the increasing possibility,
however, that such legislation will be
judged too politically sensitive to be in-
troduced at all.

Prices and Supplies
Huge natural gas fields, particularly
of deep gas (below 15,000 feet), have
been found in the United States even
with the very modest price incentives
provided for by NGPA. This could have
been predicted — as early as 1978 the
National Geographic published poten-
tial gas finds likely under higher prices.
Unfortunately, the vast majority of
(Cont. on p. 3)



EDITORIAL

The Federal Reserve and the Liquidity Crunch

By Joe Stilwell

Do establishment economists understand the liquidity
crunch — the growing inability of firms to meet their
current liabilities? Liberals claim that inflation is being
lowered by raising unemployment. Apparently, they
still believe the Phillips Curve hypothesis. That should
not surprise anyone — it provides plenty of justification
for the interventionist actions which caused the present
economic mess.

Administration economists, confusing secondary ef-
fects with primary causes, now hope for consumer
spending (of illusory tax cuts) to pull us out of the reces-
sion. Perhaps they have forgotten their earlier supply-
side arguments that the tax cuts were meant to be saved.
Reagan, Regan & Co. now believe that interest rate
levels are irrational.

Monetarists claim that what the economy needs is
lower interest rates. To get them, all the Fed needs to do
is promote a stable money supply. Recently, however,
the president of the Federal Reserve Bank of Boston said
that the Fed is not and will not be able to define money,
let alone control it with any precision. So much for the
Fed promoting a stable money supply. Basically, estab-
lishment economists do not understand, or will not
acknowledge, the present economic situation.

Look at the current liquidity crunch. It is best illu-
strated by the highest unemployment rate, 9.5%, and
the highest bankruptcy rate, roughly 50% greater than
the previous record, of the past 40 years. Major indus-
tries like housing construction and automobile manu-
facturing are in a depressed state. New housing starts
hover near the anemic one-million-per-year-level; GM
and Ford lost a billion dollars each in one year. Num-
erous smaller industries are also depressed.

Tracing the cause of the recession leads to one source:
the Fed. Although regulations, subsidies, and other gov-
ernment actions have led to a far less efficient (and less
equitable) economy, the Fed deserves full credit for the
liquidity crunch. Until October of 1979 the Fed targeted
an interest rate level and permitted the interest rates to
fluctuate only within narrow ranges. Milton Friedman
attacked the policy, quite accurately, as inherently in-
flationary. Just as significant, the policy also kept the ef-
fective rate of interest to borrowers below the market
level for extended periods of time. For a few months
before the change, the nominal interest rate was actually
lower than the rate of price inflation. Since the effective
rate was negative, borrowers were being paid to bor-
row! Then the Fed switched from controlling interest

rates to controlling the monetary base. By then, a future
spate of bankruptcies had become inevitable.

Since the Fed’s policy had kept effective interest rates
below their market levels, businesses and individuals
felt free to borrow and spend more at the subsidized rate
than they would have otherwise. When interest rate
controls were lifted in October, it was only a matter of
time until the large debts incurred when interest rates
were low became unmanageable. For example, in de-
claring bankruptcy, Braniff, Wickes, and AM Interna-
tional all cited the high cost of their debt. Other firms
that borrowed heavily, like International Harvester at
$4.2 billion, will probably soon file as well. Smaller
businesses with high leverage have been hit even harder
than large firms. Developers found the effective rate of
interest on their prime plus loans go from a few percent
to over 20% . Consequently, all but the best and the most
fortunate developers have declared bankruptcy.

Some economists claim that the Fed is intensifying the
liquidity crunch by not expanding the monetary base
faster. In other words, they want more money injected
into the system to lower the rate of interest. That way,
more firms will be able to afford their debt loads.
Others claim that the Fed is not being "tight” enough,
and as a result, the rate of price inflation will again
begin to accelerate. Is the interest rate being kept too
high, or is it still being kept below market levels? (With
the huge government borrowings, it's quite possible that
interest rates should be even higher.) No one can be cer-
tain. Only the interplay of market forces, without Fed
interference, can determine what the actual rate should
be.

How can we maintain an interest rate that accurately
reflects the true preferences of borrowers and lenders
with the artificially low rates that make an eventual li-
quidity crunch inevitable and without the monetary
overkill that borrowers fear? The monetary system is
far too complex to be manipulated from Washington. If
we are to avoid even more severe liquidity crunches in
the future, the Fed and its establishment economists
must stop trying to control the money supply and the
economy. The real question is whether that can be done
in the current institutional framework, or whether we
need fundamental reform or abolition of the Fed. |

Joe Stilwell is pursuing studies at the Wharton School of Busi-
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potential gas fields must await deregula-
tion to be discovered. By some esti-
mates, as much as 97% of the potential
gas fields in North America have never
been discovered. The Wall Street Jour-
nal estimates that as much as a thousand
year’s supply of natural gas awaits dis-
covery if prices are decontrolled.? Oil
price decontrol illustrates the power of
incentives — in 1980-81 there was a rela-
tively bigger increase in the drilling of oil
wells than natural gas wells.

Much of the confusion over potential
natural gas supplies stems from a lack of
understanding of what “proven reserves”
means. When the Energy Department
announces, for example, that the known
reserves of natural gas are 15 years, this
indicates only the total amount current-
ly available. That amount has very little
to do with the total supply of natural
gas. It is costly to locate gas, so what is
profitable to explore at one price is not
necessarily profitable at another. The
fact that a supermarket carries only one
week’s reserve of groceries does not
panic us — it would be foolishly expen-
sive to carry a bigger inventory.

Under NGPA, the greatest incentive is
to find gas in wells deeper than 15,000
feet on which there are no price controls.
Thus, lower-priced gas in the same area
remains unrecovered, increasing overall
natural gas prices. Relatively cheaper,
shallow reserves of old gas are perma-
nently price-controlled, making them
impervious to more efficient forms of
technology, which could possibly ex-
tract more gas out of those existing
wells. Gas which has an extraction cost
of $1 per million BTUs remains unex-
tracted under a ceiling price of $.813 per
million BTUs. But the samegas is cheap-
er to the consumer than deep gas at $8
per million BTUs. Thus, NGPA's poli-
cies effectively increase the overall level
of natural gas prices.

The very nature of NGPA leads us to
believe that the free-market, decon-
trolled price could be potentially lower
in the long run. Certainly the dire pre-
dictions of a doubling or tripling of
prices are questionable. Such estimates

are usually based on the assumption that
gas prices will rise to their oil equivalent.
It is much more likely that following gas
deregulation, oil prices will tend to fall
to the natural gas price equivalent. This
is because oil prices are set by a non-free
market cartel supported by U.S. govern-
ment energy policies.

Perhaps all of this seems too good to
be true. Why is a sound energy policy
not implemented? Many groups are in-
terested in keeping price controls on nat-
ural gas. Ironically, among those most
interested in retaining controls are the
natural gas producers themselves. Since
gas from wells deeper than 15,000 feet is
deregulated, the producers of the deeper
wells are naturally concerned that when
deregulation does come, exploration will
result in the discovery of less shallow,
cheaper fields. Similarly, oil producers
are content with natural gas regulation
since, as was pointed out, there is the
possibility that with decontrol, gas
could be profitably produced at less than
the price of an equivalent amount of oil.

An energy shortage policy is in the
best interests of both the producers of
government-subsidized synfuels and nu-
clear energy. Without the “energy crisis”
these industries could not possibly ob-
tain the billions of dollars worth of gov-
ernment subsidies they now receive.
Certainly, those academics and intellec-
tuals who dream of a world with more
social controls do not desire a free-mar-
ket energy policy, which can only di-
minish their influence.

As Julian Simon points out, through-
out history we have been assured by ex-
perts that we are running out of energy.
In the 19th century one of England’s
great economists, Stanley Jevons, warn-
ed that industry would soon run out of
coal. Centuries before that there was an
energy crisis over charcoal. Yet the long-
term trend shows that the relative price
of “energy” has been steadily falling. In
every instance an increase in the relative
scarcity of an energy source has caused
the market to come up with a substitute.
Simon convincingly argues that this will

continue to be the case:
(Cont.on p. 4)

s mw 'W

Natural Gas: The Case for
Immediate Deregulation 1

The Federal Reserve and the

Liquidity Crunch (Editorial) 2
Briefs 5
“Return With Us Now. . .”:

The AFL-CIO'’s Economic Policy 6
Washington Update 8

Regulatory Watch —
Federal Aviation Administration 9

Inflation Monitor 10
PR Reviews 11
“To be governed. . .” 12
_—————
PoLicy REPORT

ISSN: 0190-325X

Published by the Cato Institute, Policy
Report is a monthly review that provides
in-depth evaluations of public policies
and discusses appropriate solutions to
current economic problems.

DavidBoaz............ Executive Editor
Richard H. Fink ... .. .. Managing Editor
Tyler Cowen, Daniel Klein. . . .. Research
EDITORIAL BOARD

Yale Brozen...... University of Chicago
Karl Brunner . . . . University of Rochester
Friedrich A. Hayek .. ...... .. University

of Freiburg
Israel M. Kirzner . . . New York University
Gerald P. O'Driscoll, Jr. . ... .. New York

University
Edwin G. West. ... .. Carleton University
Leland B. Yeager . ........... University

of Virginia

Subscriptions and correspondence should
be addressed to: Policy Report, P.O. Box
693, Englewood, CO 80151. The annual
subscription rate is $15.00 (12 issues).
Single issues are $2.00 per copy. Policy
Report is published monthly by the Cato
Institute, 224 Second Street SE, Washing-
ton, D.C. 20003. Second-class postage
paid at Washington, D.C.
POSTMASTER: Send address corrections
to P.O. Box 693, Englewood, CO 81501.
Copyright © 1982 by the Cato Institute



L

Natural Gas (Cont. from p. 3)

I believe that human ingenuity,
rather than nature, is limitlessly
bountiful. I believe that with knowl-
edge, imagination, and enterprise,
we and our descendants can muster
from the earth all the mineral raw
materials that we need and desire,
at prices that grow smaller relative
to other prices and to our total in-
come. In short, our cornucopia is
the human mind and heart. So it
has been in the past, and therefore,
I believe, so it is likely to be in the
future.®

Synfuels and Fuel Uses

Instead of decontrolling the price of
natural gas, and allowing the market
mechanism to flood us with cheap en-
ergy, Congress passed the Energy Secur-
ity Act of 1980, better known as the
Synfuels Bill. Under Reagan the initial
Synfuel’s appropriation of $19 billion re-
mained intact; $19 billion that the free
market would not have spent and that
could have been available for other
energy sources.

The synfuels idea goes back to the
1950s. Since then, profit-maximizing
firms have consistently rejected synfuels
as folly because they cost more than
their natural counterparts. Because it
takes a significant amount of energy to
split shale rock and to convert coal into
natural gas, the prospects are that syn-
fuels will cost more for a long time. Fur-
ther reducing the potential investment
appeal of synfuels is that the price of oil
is above the free-market level due to
non-market forces. Thus synfuels inves-
tors are threatened with falling energy
prices when these non-market forces are
eliminated.

It is evident that synfuels are a waste
of scarce resources since they are not
profitable without subsidies. In a free
market each scarce resource tends to-
ward its highest-valued use. The exis-
tence of profits indicates a divergence
between where a resource is and where it
could be better utilized. Thus, when a
firm earns profits it transfers resources
from a lower-valued to a higher-valued

use, which not only benefits the firm but
all consumers. Conversely, when a firm
is operating at a loss it transfers re-
sources from higher-valued to lower-
valued uses. Therefore, a synfuel project
which cannot be operated at a profit on
the free market compounds the problem
of scarcity. At a time of record-high in-
terest rates and stagflation, these plants
are a luxury that we can no longer af-
ford.

In spite of Exxon’s withdrawal from
the Colony Qil Shale Project, 37 new ap-
plications for government supports were

“The long-term trend
has been such that
the relative price of
‘energy’ has been
falling. Increasing
relative scarcity of an
energy source has
caused the market to
come up with a
substitute.”

filed with the U.S. Synthetic Fuels Corp.
in June 1982. These new projects, which
include synthetic natural gas proposals,
will cost the economy between $6.2 and
$14.8 billion in resources, in the form of
loan guarantees and price supports. In
addition, the environment will be bur-
dened by switching from relatively pol-
lution-free natural gas to synthetic nat-
ural gas made from pollution-rich coal.
The tremendous amounts of water need-
ed in the production of synfuels will
simply aggravate what has already be-
come a severe shortage in some states.
With the passage of the Power Plant
and Industrial Fuel Use Act, better
known as the Fuel Uses Act, in 1978,
Congress made the political judgment
that natural gas supplies would soon be
exhausted. In order to “reduce the im-
portation of petroleum and increase the
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Nation’s capability to use indigenous en-
ergy resources,” the Fuel Uses Act man-
dates the conversion of all electric power
plants and major fuel-burning installa-
tions (defined as using 100 million BTUs
per hour or greater) from natural gas by
1990. In addition, new power plants and
major fuel-burning installations are pro-
hibited from using natural gas as fuel.
Synthetic natural gas is exempted from
the provisions of the Act.

Like so many other government regu-
lations, the effect of the Fuel Uses Act is
completely different from its stated in-
tention. What it does is reduce demand
for natural gas which in turn decreases
the price and cuts down on the incen-
tives to find new natural gas. As a result,
demand for alternate fuels like OPEC oil
is increased. Other high-cost producers,
such as those producing synfuels and
nuclear energy, find demand for their
product has also increased. At present,
the Reagan administration has no plans
to ask Congress to repeal this legislation.

A Windfall Profits Tax

Although the Reagan administration
says it would not support it, the suspi-
cion lingers that the price of deregula-
tion legislation will be a windfall profits
tax on gas. The final form such legisla-
tion would take is unclear, but any tax
on revenues or profits reduces incentives
to find more natural gas and transfers
resources from higher-valued to lower-
valued uses.

These distortions in resource alloca-
tions occur because the tax makes the
industry seem less profitable than it ac-
tually is. This results in resources flow-
ing out of areas where they should be (as
judged by the market signals of price
and profits) into areas where they
should not be.

A windfall profits tax would not be a
tax on monopoly profits. No single com-
pany in the United States owns more
than 9% of proven natural gas revenues.

If a windfall profits tax is passed, a
severing of profit incentives to find new
gas will partially cancel out the benefits
of price deregulation. The worst combi-
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nation of legislation imaginable would
be an unmodified NGPA, with 40-60%
of gas under permanent price controls,
and a windfall profits tax. Both would
serve to distort the price and profit
signals in the energy market.

Any distortion of the price and profit
mechanism finds a natural constituency
in those who favor more government
controls. A shortage policy means the
government must allocate available sup-
plies. Industrial uses of natural gas are
already on a standby basis — their sup-
plies can be cut to meet the needs of resi-
dential uses of gas. As in the Fuel Uses
Act, this has the effect of cutting down
on industrial demand for natural gas.

One of the great strengths of the mar-
ket system is that the information to
coordinate a market need not be in the
hands of any single individual. Nobel
laureate Friedrich Hayek describes how
the market process works when a re-
source becomes scarce:

All that the users of tin need to
know is that some of the tin they
used to consume is now more prof-
itably employed elsewhere and
that, in consequence, they must
economize tin. There is no need for
the great majority of them even to
know where the more urgent need
has arisen, or in favor of what other
needs they ought to husband the
supply. If only some of them know
directly of the new demand, and
switch resources over to it, and if
the people who are aware of the
new gap thus created in turn fill it
from still other sources, the effect
will rapidly spread throughout the
whole economic system and influ-
ence not only all the uses-of tin but
also those of its substitutes’and the
substitutes of these substitutes, the
supply of all the things made of tin,
and their substitutes, and so
on. ..}

Thus, in a dynamic world planning is
not an insurmountable problem. If a new
natural-gas user needs a clean-burning
energy source, he can outbid other po-

tential users in the marketplace for his
(Cont. on p. 6)

[J Despite the 10% income tax cut of July 1, almost all households with incomes
under $40,000 a year will have their income taxes go up this year, due to bracket
creep and increases in Social Security taxes. For instance, a family of four making
the median income, $24,300, will get a rate cut of $289 this year but will end up with
a net tax increase of $127. Similarly, a family of four making $15,000 will pay an
additional $88; the $20,000 family will pay an additional $108; the $30,000 family,
$171; and the $40,000 family will pay an extra $318.

[0 In all of the sectors of American agriculture that receive federal subsidies, nearly
one-sixth of the gross receipts will come from the U.S. government. Last year, the
net cost of farm price support and income support programs and loans ran to about
%4 billion, but this figure is expected to leap to at least $10 billion this year. In 1980
the figure was only $2.7 billion. Wheat, corn, cotton, and milk accounted for most
of the costs. The federal government will purchase approximately one-sixth of this
year’s wheat crop, one-quarter of the corn crop, one-fifth of the cotton crop, and
one-tenth of all dairy marketings.

[J The Tax Foundation Inc., a nonpartisan research group located in Washington,
D.C., has concluded that state and local governments are resorting more and more
to non-tax revenues such as interest collections and user fees. In 1980, 34 cents in
non-tax revenues were raised for every tax dollar collected, a 37% increase from
1970. For the first time in history (1980), non-tax revenues exceeded property tax
revenues. The former provided $75.8 billion for state and local governments, the lat-
ter $70 billion.

] At a recent meeting of the New York Financial Writers’ Association, Lawrence
Kudlow, associate director of the Office of Management and Budget, warned about
indirect or “off-budget” federal borrowing, which will rise to approximately $90
billion this year and will reach $96.7 billion in fiscal 1983. Off-budget financing
usually consists of borrowing for government-sponsored corporations, such as the
Postal Service; off-budget agencies, such as the Farmer's Home Administration; as
well as private borrowing guaranteed by the federal government, such as the loans
backed by the Government National Mortgage Association.

(] The Treasury Department’s Bureau of Printing and Engraving is currently con-
ducting a study of how the government could continue to print money and stamps in
case of a nuclear holocaust. Fifty low-risk cities are now being considered for the
location of a satellite printing plant which would be ready to expand its operations
after a nuclear war. The federal government is looking for a town which has at least
a single large building and can supply 100 to 200 workers, yet still be small enough
to be considered safe from nuclear attack.

[] The heads of nearly all major Wall Street firms believe the compromise congres-
sional budget resolution contains accounting gimmicks and unrealistic assumptions
and will not prevent large future budget deficits. As a result, they said, fears of high
inflation have continued to keep interest rates high. The executives don't believe Con-
gress will cut the necessary $172 billion from a projected deficit of $250 billion in
1985. They said cuts are needed in Social Security and defense spending. ]
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supply. He can only accomph!sh this if
he expects to earn a profit, that is, use
the scarce resources in a higher-valued
_use. In a centrally planned economy, on
the other hand, the planning process us-
ually allocates resources to past users,
which thwarts the resource-allocation
mechanism of the market.

That our economy can no longer af-
ford the burden of a shortage policy in
natural gas is clear. Whether the poli-
ticians will listen is not as evident.
Nevertheless, as economist Ludwig von

Mises pointed out: “It rests with men
whether they will make use of the rich
treasure with which this [economic]
knowledge provides or whether they
will leave it unused. But if they fail to
take the best advantage of it and disre-
gard its teachings and warnings, they
will not annul economics, they will
stamp out society and the human race.”®

Whether or not Reagan continues his at-
tempts to “annul” the economic logic

against energy regulation will be one of the
lasting legacies of his administration. [ |
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IThus, the source of Louisiana’s and Texas's potential
gas supply problems stems from the myriad of natural gas
categories. Specifically, the pipeline companies in the pro-
ducing states do not have large cushions of regulated “old
gas” which allow them to bid for the supplies of the de-
regulated deep gas.

>Tom Bethell, “Gas Price Fixers,” Harper’s, June 1979,
p. 43.

3Julian Simon, “The Scarcity of Raw Materials,” At-
Iantic Monthly, June 1981, p. 41.

4Friedrich A. Hayek, “The Use of Knowledge in So-
ciety,” in Individualism and Economic Order (Chicago:
Henry Regnery Co., 1972), pp. 85-86.

SLudwig von Mises, Human Action, 3rd ed. {Chicago:
Henry Regnery Co., 1966), p. 885.

“Return With Us Now .
The AFL-CIO’s Economic Pohcy

For a nostalgic return to the economic
policies of the 1960s and 1970s, let us
take a look at the AFL-CIO’s “alterna-
tive to Reaganomics.” Conceived within
a month of Reagan’s inauguration and
recently circulated to economists in two
pamphlets, the union program redistri-
butes spending power from the rich/sav-
ers to the poor/consumers, stimulating
demand and reducing inequality in one
fell swoop. It satisfies beliefs in both eco-
nomics and justice — what more could
one ask?

High interest rates, we learn, would
fade as the union’s tax-cut revision and
“loophole closing” reduce the deficit by
adding even more to tax revenues than
to federal spending. Besides, the new
Federal Reserve Board of Governors —
four new members representing indus-
try, labor, consumers, and agriculture
— would use selective credit controls
and conduct monetary policy (the Fed-
eral Open Market Committee would be
eliminated) to assure that “interest-sensi-
tive areas” are not penalized. The AFL-
CIO’s “interest-sensitive areas” corre-

John B. Egger is a doctoral candidate in eco-
nomics at New York University.

By John B. Egger

spond pretty closely to those of the
board’s new representatives.

The two pamphlets, The National
Economy 1981 and Reaganomics: The
Second Dose, are reprinted from other
AFL-CIO publications. They're attrac-
tively and professionally done, packed
with information (“Reaganomics” brief-
ly discusses about 75 specific programs),
and highly readable. But whether one
knows it or not, advocating a program is
an exercise in economic theory, and
that's where the AFL-CIO economists
fall short.

We economists — or those who have
been teaching these doctrines over the
past 30 or 40 years — see little to stand
by in the union documents. As mis-
guided as they appear today to a mone-
tary theorist, the documents reflect an
excellent grasp of the conventional eco-
nomic doctrine of the decades when
most of us were college students.

The Union’s Theoretical Overview
These pamphlets are not theoretical
publications, but the nature of the
union’s theoretical overview can be in-
ferred from them and from AFL-CIO
President Lane Kirkland's May 1982 ar-

ll

ticle, “An Alternative to Reaganomics,”
in USA Today. "The thrust of ‘Reagan-
omics,’” Kirkland writes, “is to turn
back to 18th- and 19th-century econom-
ic theories.” He tells us that Adam Smith
“described a perfectly competitive mar-
ket structure ... a theoretical model,
not an actual economic system, and cer-
tainly not the one we face in the 1980s.”
Kirkland tells us that Reaganomics de-
pends on Say’s Law, that this law is ade-
quately stated as “‘supply creates its own
demand,” and that it “has been repeat-
edly exploded by the hard world of ex-
perience.” He also points to the “funda-
mentalist economic religion called
‘monetarism,’ the simple but rigorous
faith that all economic elements are de-
termined by the money supply.”

Skipping a lot of quotable Kirkland-
isms, we learn, in conclusion:

It is time to forget the “unseen
hand” of Adam Smith and take our
economic life into our own hands
by dealing directly with our many
concrete, visible problems and sec-
toral and structural needs. It is time
for the U.S. to formulate a national
industrial policy and abandon the
irrational attachment to policies
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that threaten to bring about the

wholesale condemnation of entire

industries and regions.

Most of this has been taught as gospel
for years. We find historicism or institu-
tionalism, the belief that there is no
general economic theory, merely a bag-
ful of situation-specific theories; Reagan
apparently got confused and picked the
wrong one out of the bag. We are told
that Adam Smith’s The Wealth of Na-
tions is relevant only in “perfect com-
petition” — a doubly damning reflection
on economists in that neither Adam
Smith nor the nature of competition as
an active process has apparently been
taught properly. Kirkland offers not
only the simplistic Keynesian misinter-
pretation of Say’s Law but even the ex-
pression of it — “supply creates its own
demand” which originated with
Keynes. His call for national planning

:brings to mind the Humphrey-Javits bill

of 1975, endorsed by most Nobel econo-
mists. (I have a little trouble criticizing
Kirkland's explicit comments on “mone-
tarism”; although its policy prescrip-
tions are generally good, it lacks a
theoretical foundation because its pro-
ponents have largely focused on mone-

tary statistics.)
Kirkland implies that the monetary

theories of the last century were shallow,
which again shows he (or his econo-
mists) learned the Keynesian lesson well;
Keynes, to highlight his own impor-
tance, had dismissed nearly all earlier
writers as naive, and his charge was
widely and readily accepted. As amaz-
ing as it may seem to one acquainted
with the richness, depth, and diversity
of Thornton, Wicksell, and a dozen
other 19th-century monetary theorists, I
once studied under a young Ph.D. in
monetary theory during the 1960s who,
when asked what economists did before
Keynes, replied, “Well, I don’t know —
value theory, I guess.”

So the AFL-CIO pamphlets revive
what should be — and, increasingly, is
— an embarrassing episode in the devel-
opment of economics, a period which
has been called “the Keynesian episode”

(by W.H. Hutt) and “the Keynesian
diversion” (by L.B. Yeager). Let's take a
closer look at the union’s major specific
proposals.

Fiscal Policy: Restore Social Programs
and Soak the Rich

It's hard to know how much President
Reagan really believed that we're on the
upper part of the Laffer curve — that a
cut in tax rates would raise tax receipts
— and how much his cuts were ideolog-
ically based on the belief that earners,
even if they're already relatively well-
off, deserve to keep more of what they
earn. Either way, the AFL-CIO would
reverse the cuts and impose an assort-
ment of new taxes.

“The essential eco-
nomic problem of
democracy is that the
benefits of interven-
tion are often concen-
trated, while their
costs are frequently

diffuse and hidden.”

By limiting or repealing Reagan’s tax
cuts, the AFL-CIO’s 1983 plan could
raise $31 billion. Its “loophole closings”
would bring in $47 billion, and the pro-
posed $33 billion increase in defense
spending is included as a source of rev-
enue because it will either be cut or fi-
nanced by new taxes on the wealthy and
business.

Apparently unable to tolerate nega-
tive numbers, even compared to OMB
estimates for 1983, the union proposes
to raise up to OMB levels every single
spending account for which administra-
tion projections are lower. As is well-
known, these are mostly social pro-
grams; this restoration would add $41
billion to administration projections.
Since some spending accounts (e.g., na-
tional defense) show administration pro-

jections exceeding the OMB’s, and the
union doesn’t feel obliged to “restore”
these, the change advocated by the
union converts a $21 billion cut (com-
pared to OMB 1983 figures) to a $20 bil-
lion addition.

But that’s not enough. The union also
wants to spend $23 billion in “necessary
outlays” to “create jobs” — divided
almost equally among five programs:
public works, training, low-income
housing, RFC-style grants and loans to
ailing sectors, and extended unemploy-
ment benefits.

If we add up the numbers ($111 billion
in new revenues, $64 billion in new
spending), we find that the administra-
tion’s $92 billion deficit estimate could
be reduced to $45 billion. As desirable as
might be a reduction in the deficit, the
union proposal adopts the government
philosophy Reagan explicitly has op-
posed: “fiscal responsibility” through
higher and higher taxes, never lower
spending.

The AFL-CIO proposal tilts taxes to-
ward “business and the wealthy,” and
spending toward lower- and middie-in-
come groups and certain special interests
(like the “interest-sensitive areas” men-
tioned above). It argues that under the
Reagan cuts “hundreds of billions of dol-
lars that should be creating jobs, re-
building industry and meeting the essen-
tial public needs will be siphoned off by
the rich and the corporations.”

Every time I've “siphoned off” some-
thing — like gasoline (from one of my
own cars, of course) — it's been for
some purpose. The AFL-CIO doesn't tell
us what “the rich and the corporations”
use their new after-tax largess for, prob-
ably because it knows: Most of the sav-
ing and investment is done by the
wealthy and, in the form of retained
earnings, by businesses.

Underlying the union approach is the
Keynesian theory of the “accelerator”:
an increase in consumer spending causes
businesses to want to expand, and brings
jobs and prosperity. As plausible as this
sounds, it requires two conditions: un-

employed resources of all types (so that
(Cont. on p. 9)
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v Washington Update

” The Reagan administration has un-
veiled a 44-page statement of new
merger guidelines, which are expected to
signal the beginning of a more permis-
sive era for corporate mergers. Working
closely together, the Justice Department
and the FTC have each issued a set of
rules. Assistant Attorney General Wil-
liam Baxter has stated that the underly-
ing philosophy behind the shift is that
"mergers are a very, very healthy phe-
nomena of the capital markets and
should not be interfered with except
under exceptional circumstances.” One
of the most important changes is the in-
troduction of the Herfindahl Index, a
mathematical formula designed to mea-
sure the degree of concentration in an in-
dustry. This index will replace the “slid-
ing scale” system previously used by the
Justice Department.

” The “Truth in Securities Act” of
1933 has recently been amended by new
SEC rules which lighten the information
disclosure burden for companies that
frequently market securities. These cor-
porations are now allowed to use a tech-
nique called “shelf registration” which
permits them to register a very large
total of securities at one time. The de-
tailed facts are filed only when the secur-
ities may either be sold immediately or
kept “on the shelf” for future sale. One
important difference in this procedure is
that corporations are now free to sell the
securities in parcels through underwrit-
ers, broker-dealers, or directly to large
investors, bypassing investment bank-
ers. These rules will be in effect until
December 10, 1982, when the SEC will
review them.

” A Justice Department ruling has
sharply curbed the federal government'’s
claim to scarce water supplies in the
West, reversing a Carter administration
policy that had upset Western state offi-
cials. The new policy says that the fed-
eral government cannot preempt state

water rights without express authoriza-
tion from Congress. Federal rights to
water for Indian reservations, national
forests, and defense installations are pre-
served, but the government must now
obtain state approval to use water for
wildlife preservation, livestock water-
ing, or recreation. Western state officials
have said that this ruling will mean more
water will be available for developers,
municipalities, miners, and farmers.

¢” Recent reorganizations at the De-
partment of Interior have beefed up the
agency’s mineral development activities
at the expense of conservation and other
public land uses. The shuffle, which was
directed by Interior Secretary Watt, in-
volved transferring about 700 employees
to the new Minerals Management Ser-
vice. The four-month-old MMS is now
responsible for managing federal tracts,
both on and off shore, after they are
leased, as well as for awarding leases for
the Outer Continental Shelf.

p” The Federal Trade Commission
may eliminate rules requiring food man-
ufacturers to disclose additional infor-
mation in advertisements about the con-
tents of their products — specifically,
the number of calories, the amount of
the cholesterol, and the “precise nature”
of natural foods. Although these food
advertising rules were tentatively ap-
proved two years ago, many members
of the commission have argued that
there is no problem and that the rules are
not merited. Many of the commission’s
staff members see the attempt to aban-
don these rules as the beginning of a
drive to cancel any major new regula-
tory efforts.

¢” Several leading House Republicans
and Democrats have introduced a bill
that would ban oil and gas leasing in
wilderness regions permanently. Besides
banning leases on the 24 million acres of
wilderness lands, the measure would

also give Congress the power to place
millions more acres under wilderness
protection. This bill is expected to pass
the House easily but may run into trou-
ble in the Senate.

¢ The United States Court of Interna-
tional Trade, in rejecting a suit filed by
the U.S. Cane Sugar Refiners Association,
has upheld President Reagan’s quotas on
sugar imports. The quotas are an attempt
to keep sugar prices high in order to
spare the federal government the ex-
pense of running its sugar price support
program, but they have encountered
serious opposition from consumer
groups and free-trade advocates. The in-
dependent sugar refiners, who use large
quantities of imported sugar, contend
that the President had no authority to
institute quotas on top of the present
price support program. They are ex-
pected to appeal this ruling.

p” The Reagan administration has
once again requested that the Senate Fi-
nance Committee increase the federal
debt ceiling, this time from $1.079 tril-
lion to $1.275 trillion through Septem-
ber 30, 1983. In addition, the Treasury
has asked for a fluctuating interest
rate on government savings bonds that
automatically increases or decreases
with market movements. This latter pro-
posal is intended to stem the tide of in-
vestors who are cashing in their savings
bonds because of their low rate of return.

” The Small Business Administration
has published an advance notice of pro-
posed rulemaking that would redefine
the term “small business.” The new rules
would lower the maximum number of
employees allowed from 1,500 to 500,
effectively cutting in half the number of
businesses eligible for the SBA’s $10 bil-
lion in loans. Although the agency pro-
posed a similar change two years ago, it
was dropped after vehement opposition
from the business community. B
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we can get real expansion everywhere at
once, without one industry’s expansion
requiring contraction elsewhere), and fi-
nancial resources to pay for all the new-
ly-employed resources. Despite a 9% un-
employment rate, the want-ads Reagan
is fond of citing show that unemploy-
ment is not universal; young engineers,
for example, have many attractive of-
fers. As for the financing, it obviously
can’t come from the savings of those from
whom income was redistributed; it has
to come from either an increase in the
velocity of circulation (which can't be
relied upon) or in the supply of money.
The union’s program for stimulating con-
sumer demand will reduce saving and
thwart the production and employment
expansion it seeks — unless it also in-
volves old-fashioned inflationism in the
form of unanticipated money creation.

_Monetary Policy: Inflationism

and Controls

The AFL-CIO argues that “the Reagan
program will have little effect on infla-
tion.” That's because the union adopts a
non-monetary view of inflation (oil car-
tels, crop failures) in which tight money
actually raises inflation by raising inter-
est costs.

Since the Fed began to focus semi-seri-
ously on monetary aggregates rather
than interest rates in October 1979, in-
terest rates have risen and monetary
growth, while highly variable, has gen-
erally declined. (I say “semi-serious” be-
cause the board’s economists and gover-
nors clearly have not fully abandoned
nominal interest rates as an indicator of
policy.) Rather than attributing infla-
tion’s decline to this comparative mone-
tary restraint (using rough quantity-
theory reasoning), the AFE-CIO talks
only of high interest rates — which may
actually be declining as of this (late
May) writing.

The union tragically misunderstands
the economic function of market prices
in its effort to protect “interest-sensitive
areas such as agriculture, housing, auto
production, and high-priority basic in-
dustrial production.” When the rise in a

Regulatory Watch

FEDERAL AVIATION ADMINISTRATION

The Federal Aviation Administration has proposed a new airworthiness directive
that will require a modification of many airline seats with new track-lock fittings. If
finalized, this action would enable airline seat attachment structures to meet Tech-
nical Standard Order regulations. These regulations are designed to prevent the
airplane seats from becoming detached after a crash landing.

Several notices have been issued by the FAA that would set aside “transition
areas” at different airports across the country. These transition areas are designed to
provide controlled airspace protection for aircraft executing new Runway Standard
Instrument Approach Procedures. Among the states involved are Connecticut,
Alaska, and California.

A special federal aviation regulation has been issued which outlines the proce-
dures for temporary allocation of the arrival slots previously held by Braniff Air-
ways. This directive, which had been in the works since Braniff suspended all service
in early May, provides for a random drawing to determine priority order for the
allocation of the Braniff slots.

Recent FAA amendments have added a new airworthiness directive for certain
kinds of British aircraft models. These amendments require the installation or
replacement of a fuse for the auxiliary power unit start cable. Some of these British
models have no fuse while others have a fuse of insufficient amperage. The new
fuses are designed to protect the busbar on the seatlock in the event of a fault in the
starting cable.

Final rules describing several Alaskan High Altitude Routes have been amended to
cover certain corrections in the routes which the agency’s Airspace Regulations and
Obstructions Branch suggested. This action also establishes a high-altitude reporting
point for area aircraft.

The FAA has extended the U.S. Navy’s jurisdiction over several restricted flight
areas in Maryland so that the Navy may continue to flight test the F-18 aircraft
beyond the previous expiration date of July 1, 1982. Under the new ruling, the Navy
is given another six months, during which time all unauthorized flight operations are
prohibited over the restricted area.

resource’s market price renders a busi- Columnist Art Pine of the Wall Street

ness unprofitable by raising its costs, it's
because the public has better uses for the
resources. The demise of that business is
a sign that the market is working — al-
locating the valuable resources else-
where, where they’re valued more.

Journal noted that the harsh realities of
recession and tight money are forcing —
as nothing else could — modernization
of the steel and auto industries, and that
“the housing industry has ended its un-
sustainable mid-1970s binge.”? Pine cites

{Cont. on p. 10)
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economist Carol Kenney, who says,
“The on-going adaptations of American
business to this current tight-money,
slow-growth environment may pay big
dividends through productivity im-
provements and lower inflation in the
decade of the 1980s.” Pine and Kenney

bring to mind the accurate (if old and
often ridiculed) theory of the monetary
malinvestment trade-cycle theorists,
that depression is a necessary and desir-
able purge of the wasteful and mistaken
expansions of the preceding boom.

The late-1960s guns-and-butter decep-

INFLATION

MONITOR

A quarterly feature of Policy Report,

the ‘“‘Inflation Monitor’’ shows the

distorting effects on relative prices throughout the economy of govern-

ment fiscal and monetary measures.

All figures are expressed as annual

rates of change unless otherwise indicated.

1982 1982 1981 Average
1st 2nd 3rd for
Quarter | Quarter | Quarter | Last Year

MONETARY SECTOR
Monetary Base 6.4 3.9 5.8 5.5
M1 6.6 5.7 .3 5.5
M2 9.2 8.8 8.4 8.4
M3 8.7 9.2 10.1 95
Discount Rate (average) 12.0 13.4 14.0 13.3
Prime Rate (average) 16.3 15.8 20.3 17.8
PRICE CHANGES
Consumer Price Index 1.0 5.3 13.5 6.8
All-Finished-Goods P.I. 6 5.4 2.8 3.7
Intermediate-Materials P.I. -1.5 3.5 4.3 4.1
Capital-Equipment P.I. 2.1 9.4 5.7 6.3
INDUSTRIAL
PRODUCTION INDICES
(1967 = 100)
Consumer Goods 141.0 144.3 149.5 146.2
Producer Goods 145.7 150.2 154.7 151.1
Raw Materials 138.4 144 .1 154 4 147.7
Ratio of Capital Goods
Production to Consumer
Goods Production 1.03 1.04 1.03 1.03

SOURCE: Federal Reserve Bulletin.
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tion created demands on credit markets
which would have driven rates up had it
not been accompanied by monetary ex-
pansion. By keeping rates relatively low,
however, the government encouraged
the over-expansion of such industries as
housing (tax and inflation-hedge
motives enter, too) and agriculture. (The
problems of high-flying, debt-financing
farmers were recounted by Pine.?) The
AFL-CIO seems to consider these indus-
tries to be interest-sensitive by nature,
without recognizing the stimulation that
inflation provided for each. With land
prices seemingly rising forever, and crop
price supports encouraging capital in-
vestment for production, heavy-debt
farmers looked good for years; now it's
the low-debt traditionalists who are
landing on their feet, on their own land.

The union would lock in the distor-
tions of the ‘60s and '70s because of its
hatred and misunderstanding of market
adjustments. With representatives of
such “interest-sensitive” bloated indus-
tries determining monetary policy, as
the AFL-CIO would have it, we should
all drag out the collected works of Harry
Browne and Howard Ruff, and head for
the hills.

Can Any Democracy Control Inflation?

The essential economic problem of
democracy is that the benefits of inter-
vention in the market are often obvious
and concentrated, while their costs are
frequently diffuse, hidden, and delayed.
It takes knowledge and maturity to un-
derstand this, and while many writers
from the gloom-and-doom popularizers
on up have warned us not to expect it in
our general citizenry, the public’s appar-
ent willingness to give monetary restraint
more time is encouraging.

Unless Congress and the President can
agree to deficit-reducing budgets, or ma-
jor monetary reform like open-currency
competition or a gold standard, I think
it’s politically unlikely that monetary re-
straint will continue — so permanent in-
flation control is still far from being
achieved. It should be clear, though,
that the AFL-CIO pamphlets, like Sena-
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tor Kennedy’s similar “Democratic Re-
sponse to the Reagan Administration’s
Programs” (USA Today, May 1982),
will throw off all but the slimmest pre-
tense of controlling inflation. Both ap-
peal to special-interest shortsightedness
and are products of outmoded economic
theories we'd all better hope remain in
the past. |

1Art Pine, “Today May Appear Bleak, But 1990 Looks
Great,” Wall Street Journal, May 24, 1982.

2Ibid.

Economic Education: Investing in the
Future, edited by William H. Peterson.
University of Tennessee Press, Knox-
ville, 1982. 93 pp. $9.95 cloth, $4.95

paper.

The Burkett Miller Memorial Lectures
on Economic Education, sponsored by
the Center for Economic Education,
have been compiled in this attractive lit-
tle volume by William Peterson, holder
of a Free Enterprise Chair at the Uni-
versity of Tennessee. In his introduc-
tion, Peterson points out that a recent
survey of 15,000 junior high school stu-
dents indicated that only 23% could cor-
rectly identify a simple description of a
capitalist economy, and only 50% could
differentiate the American and Soviet
economies. The lectures attempt to ex-
amine the causes of this problem and to
suggest some possible solutions. As
noted on the back cover, “The relative
absence of a basic economic literacy
among the American people prohibits
realistic and intelligent debate about
economic issues.”

Contributors include Peterson, George
Leland Bach, W. Lee Hansen, Marilyn
Kourilsky, Mary Ellen Oliverio, and
Walter E. Williams. Williams' essay en-
titled “Economic Education and Minori-
ties,” is outstanding. He argues that one
of the main flaws of economic educators

is that they fail to point out (or even per-
ceive themselves) that “good intentions
alone often produce the opposite ef-
fects.” The minimum wage and occupa-
tional licensing are among the interven-
tions examined which actually hurt the
interests of the minority groups they are
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supposed to protect.

Though some of the speakers occa-
sionally confuse the issue of free enter-
prise with the interests of big business,
this book is recommended for anyone
interested in the problems of economic
education. u

|
The following charts were inadvertently omitted from Ida Walters' article, VAT: Not Ap-

propriate as a Revenue Raiser, in last month’s Policy Report.
Table 1
A 10% Consumption VAT being shifted forward to the final consumer
Total Value Payments
F'sr'a uecstIg:\ \I:It:elv 3"32333? Te:la:;e ‘\‘I‘}:’;g: #l:x:glzo Intan'r?erdlata Selling
for Bread  Added Goods Added Value Added Goods Price
Farmer $10.00 $(2.00) $ 8.00 $10.00 + $0.80 =— $10.00
Miller 10.00 (2.00) 8.00 10.00 + 0.80 $10.80 21.60
Baker 10.00 (2.00) 8.00 10.00 + 0.80 21.60 32.40
Grocer 10.00 (2.00) 8.00 10.00 + 0.80 32.40 43.20
$32.00 $40.00 + $3.20
Table 2
A 10% Consumptlon VAT absorbed by labor and capital at each stage of production
Total Value Payments
F’sl"a :cstlg:l \TI.:It:tla ':#rg.a‘;ﬁ:f T‘t;:la:;e QI%’TQ?:: lTl'l:x;gloé Interr?;dlate Selling
for Bread  Added Goods Added Value Added Goods Price
Farmer $9.28 $(2.08) $ 7.20 $ 9.28 + $0.72 — $10.00
Miller 9.28 (2.08) 7.20 928 + 72 $10.00 20.00
Baker 9.28 (2.08) 7.20 928 + .72 20.00 30.00
Grocer 9.28 (2.08) 7.20 928 + 72 30.00 40.00
$28.80 $37.12 + $2.88
Table 3
VAT Liability
Payments for: Amount Subject to VAT
Labor, including fringe benefits $ 50,000 $50,000
Capital (interest, dividends, retained earnings, rents) 30,000 30,000
Intermediate goods 20,000
Total Sales $100,000
Purchases of new capital goods 30,000 (30,000)
$50,000



“To be governed . . .

Did we miss something?

A reporter asked [White House Drug
‘Abuse Policy Office Director Carlton]
Turner why the government should at-
tempt to prevent adults from smoking
marijuana, especially given Reagan’s
oft-stated view that government too
often tells people how to run their lives.

In answering, Turner mentioned in-
stead another drug:

“My idea is that this society we live in
today has a responsibility and, when
you have a situation where we have
26,000 people killed on the highway
each year because of alcohol, that
should give you an answer.”

— Washington Post, June 25, 1982

It is?

Lockheed Corp. and the Department
of Defense are engaged in a large, joint
lobbying effort to convince the House of
Representatives to buy 50 more C5 air
transports, according to a detailed com-
puter printout obtained from Lockheed.

The printout shows that Lockheed
and the Pentagon mapped out an elab-
orate plan to try to enlist at least 40 of
Lockheed’s subcontractors as well as
various government officials — from
high-ranking military officers to the
president — to contact more than 260
members. . . .

Air Force Lt. Gen. Kelly H. Burke,
who is responsible for the proposed C5
program, said yesterday: “You're just
wrong if you think this is a highly un-
usual happening. . . .

“All you're seeing is democracy in ac-

tion. This is the way the system is sup-
posed to work.” 9
—Washington Post, June 22, 1982

The burdens of office

Between November and April, [House
Ways and Means Committee Chairman
Dan] Rostenkowski spent at least 45
days as a guest of various corporations,
trade associations and individuals at
such resorts as Florida’s Doral Country
Club, Boca Raton Hotel and Club,
Turnberry Isles Yacht and Country
Club, Hawaii's Kannapoli resort and the
Canyon Hotel Racquet and Golf Resort
in Palm Springs. . . .

In addition, Rostenkowski, who is a
member of the Professional Golfers As-
sociation Advisory Committee, has re-
ceived hundreds of dollars worth of mer-
chandise, including a watch, a radio,
golf bags, a putter, a jacket, pants,
luggage, a jewel case, plates and
glasses. . .

“These charity events are part of the
business of being a public figure,” said
John Sherman, Rostenkowski's press
secretary. “They are in the range of
duties a member of Congress has. . . .
All politicians suffer these duties and
these obligations.”

— Washington Post, June 6, 1982

His constituents thought
he was a Chicagoan
Rostenkowski said he was aware the
NCAA basketball semifinals were to be
played that weekend [when two staff
members received a trip to New Or-

/

leans paid for by lobbyists]. “I don't
think I'd be a Washingtonian if I said I
didn’t recognize that Georgetown was
playing basketball.”

—Washington Post, June 7, 1982

Call the exterminator
Insects captivate Capitol Hill. With
groups of House members already la-
beled “boll weevils,” “gypsy moths”
and “yellow jackets,” Richard Conlon
of the Democratic Study Group sees
new possibilities: “ladybugs” (female
members) and “horseflies” (rural mem-

bers or committee chairmen).
—Wall Street Journal, June 4, 1982

They can vote with their feet
Cubans and Haitians whose welfare
payments are running out in Florida
are receiving notices from the state list-
ing 10 states where they would be eligi-
ble for additional payments — were
they to move. :
—U.S. News & World Report,
June 14, 1982

Fiscal responsibility
Key bureaucrats in many federal
agencies are being warned to stay on
the job in August and September —
favorite vacation months for many.
Reason: They’ll be needed to make sure
their agencies spend all their allotted
money before the government's fiscal

year ends on September 30.

—U.S. News & World Report,
June 28, 1982
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