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LETTER OF TRANSMITTAL

Oc1'toiI 2 29, 19063
To' memberss rof tIh eloin t ti omic Coinmittee:

Tralsinllitt 0d herewith 14 it summary atnitalvsis pre M1re,14 by t, he
( Coimicil of l~conoiiic Ad vii'ers of the proiable('flc(t8 o1 tie imposed
Quality Stabilization Act (S. 774) on price. , ii)(.01i10, emplovrient,
It1(d )I'oluVlion. ' aielilnlysis waUs prepared by t(ie Council at nIly
re(Iiuest. A vot\v of my letter of Augiust 29, 1963, to tihl lon. WVditer
IV. Ileller, (C'hilllarman of the Couiwil, and Dr. I Iclor's reply of October
18, 1I96, t'e also ransniitted. This lliuterial is being transnintted

with I Ithe 'onictrrence of the ranking minilority iemlber of the comim-
iiittee, IRelres(ti tat ive T'llioias 11. ( urt'is.

The propoltd legislation Woudhl ainviid the Fehderal Trade ('omiimiiis-
sion Act by permiting t he owner of itl brand, mnmLie, or trademark to
revok, tihe right of any seller to use such brand if, in reselling, the
dist rillitor iiiiIo lll iiiisre)re tstlit ions aIoult it or used it. as "bait mier-
(h1lisoi(I0." A siruihL' right, to IWOCioLttioii would also Upply if sales
wereP miiide aLt ot her ti11n the resale ljri('T fixed by t ie owner of tle
branmd lllmllm Ol lit other t hlm a )price witlil tlie ciirr'lluitiy establlished
resale l)ri,(( m'al1ge. !UTndher tiet( t ermils of tIle tirol0Ot 04 bill, rice (XA)mn-
pet titionl aIt the retail level, blasted on local conditions, and on costs of
mia1agiiageuiiet at tihe individual store, would be illegal for lprice-lmiaiautv-
miamIce. items of the saume branld.

Faitlhfully,
PAUL 11x . loJUtLs, Chairman.
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,|(mlN'r,1" I,,')\, )m Ic ( •,(),%Im1,'r11''T.;I,",
I l'/o.,•h j)I(/lh I).( '., .'l lu. t ' .'9, 1963L

C'hirman, ('01.u'1c .[ Itof i,,'im .c IfhVi' 'rs,
I'.,'1".10161 OClie'e IriiiBuling, I'1 'h;,41iIIlm 2 RC, /).('.

l)DEAt %ý.ITIAI OIll' 4',0il1illt is illIt re,,e l ilI lle piossille ,o..
llotitlie' ,rv'e,'ts of ilie lpop• sed Q1i ,litlly Stluli/.n ll ,\' Act which is i\ow
lbeflore I Ito ( g•stti'iM.'I'I.o c'omilllillev'm iil•,n'i'.st, is 11411. i ll 111 h'igisliliv'v 11,1d 111i~l-li'ut~
lisp'c'l which lhave' Ib'v'• divl•', ell, bli•t 1-11111mn'%%-lilt tlh, ,II've's of' 1h141
h'vgis•latiil wmilh I., 11pil p, ro l~i' ctlio'l•l, v",Ilp o'yinvil, lp"ives', Ilid ill-

'OlMP,. Thli wolul lie very vnlii•eld, to (ml. i•lill•, erit,.• w• ll 1.. Ile
ot her Melntiers o' (1'u,,igress, 111i1d I Ii•olw vo will I, a Ide to prei'nirv
sm-ch its ('cmiilli( 11iiiiIvsis for (t( lie se or till coitilititt(y.

IPAUL0 It. DUI) LA.t Cha. $irman.

'1'11,: ( II.\IRII AN OF1 Ti'llE,

( (OIN'II OF 'AE•)NOMI(' AIm)VISIItsN,

I l,1. PA,'I, II. jOUu,'h AS,

I)1AU SI..N .vrot I oi~um.\S: Ill re'Njoilsl' to 11 I e elliSt illV~i volet terv
of A uigut. 29, 1 herle isn Inrint f (l itted I •Ieei •,l it a .1m1lr- ry n alysis of (he

Jv~ l~etirect N of 1t4 litjoj)ose I (ýIni lit y St albiiiizatitoll AcI()t il jIces,
ilitotieS, (e1i1jilovilliut'i, tutild oi le j i'otllto. F'romiii oit 0114' (1130oti oi uide
I lint not only the4 c'otstiiat'. ill t1) I vlee iler himself, woUld be served(.(
poorly by tI ewo'lact tuteot, of I hlis li'gislat ionl.

TV

REL/IATEDII CO,)RR IESlPONDIE NC(E,1



MIiIlAItY ANALYSIS OF Till,, PIRO)IIABLE EFFECTS OF THiE
PIROPOSEI) QIIAITITY STABILIZATION ACT ON PII(CES,
INC(ONIES, EMIPLOYMEN'I', ANI) PRODUCTION

A. l'itlti5

'I 'l re 11li6m eil' 4%'il lil i' 41 I Iliv (11'5.ili I) iliillill Av' w m ihl
1I41w rlliii itl s e i leit oirI Illhe level Illi c fle ib il it i sIf r i ielv ' he
li ) lv i 'hilli i lillY t t li5 li o nl if , I Alit' I lit II i IIIiiiail prlcl isiic:ies ill 1i

I. T hie ui foil(rmi reit,,llle lrii.icl,,4 I111l1 lillilll'il,lilrier,. w,,mlihl s~et, for i' lh -
il't)(Itilt ,,is Ililev svlvh l, (I. [ pri' 11'111 il illll lll(.'11 I 't(. ll(, w ild lm os.'t Sure'ly'%, lie

tiigt lii' I tII l Vlit' ohia lol rI I lieil' il t oi l i' ich ls ( Il1lt, Iow l rl'i il, l
(i' iil.,I t lii(es lmlliele. f iii ilkt til ii 1iat atifmf illih o t w lets iws silrrenlit'.
liillihe lit(%iv tlelli.i ii il set r ies (if t gr•oss iimlis h iligh e( ,Itti .

Iii ll'vite aid eii urigtli highlcos, oiiuti llftslir' ,,'hil litily do l Sjt
lii l ' rt i es t I'I I,, .i l 1 I ill I ill s.ill li, eivi l above I i, l ( if

Ih1v p sI~l'l,, I -ti'llll v(. '1'11,1'( Ill'e .,,m,\',lill re si'(l,,ii I'm .l Illis,,l

(a) I4m. llI lfl tyt' ,s f gva i ,, t Iheir rt diier llto ile by (4t h i llsia llt i ' ia
tueili.ig I e ir l( I li, 'i' ili'teath Of i t l tlil t '. i ot iic'hi 'hli le ti he , itilht

fieli'let 'il i khilp ' to( e likeIi iit'l y at tilV 1 it's It),retile r.I lwssi.lh,
t 'lli ll , ' tliihl lt il I) l,,rIcli't , (t lli l gi ds e lii'r1 tii, ligl4h eit lithoi

III plit.•l(el I tli t l sio,• htii-ig as ,ll r 11 ih It,. t'li w ,relt si t e lilt'• d r nic
11h 111(le liii ls iltiilt.
ii ) to i i illtthe•r tl lilril"s toi Iof (t l iretll it ililolt

pl,'hilie preliti st l i'ilititlel o o f re ll it't' fou' liclsll'. Thli tl e 0 . wolinl
tlheir rtllitil Idalarilge Ilo Iii iiltil' ivflt filelr i'lliuig Io'lo t lil-i nhat.

V) W illi t o t 'prit' v ll' 'S t iglgttl ' ,'ill I ltit'111n , i'iit h tit'i'. woul'l•t soe s lile to
Pill s)e't,,illl'vi (' lion llillt D lly'll rsto e r svl i tt' wi s 0er ltoss 'la ortill"i tFor-

nIdlllV gor dsi t e.l', I ,. , i' 'llp i ,e', atlll i t' ll ll i tl tln v girv ti'pOl vitit' it

T litll, iiitly, lichti tlers wioltim o t' Iiih i l, il v l lieiY ofehae, ill t ivineges
ill toith Iut slit t'ltt t'r of thieiar ,l toligil tlllthr et.
'lnlv t rei et (lii stl itosi ' ofliio a ,le il li cesertt si for l i sllV sellr I fl g les.

Ivilf i I lo l or 1t tiltof, hmt'ii ' t'oniptf it rils itt t selling fo low t Ihee ",,p lildill-r "Ilr-icol , o r tih o wl iv'e " SlilZ•('• tedl" h v• ih o• liiii 11li ctil( l -rel. 'Il lh e sto r'e s l h ll

iO iS rii far I`'is: F( he ferer v l of\pie's or hens tuife lra fit-
'ififiv,, I' il lvii'li'd wl vv div' 1 pity' l owe'r ri,,nl, or dol loss,.,• ii '-lisinil, oJr accept~, hlo vi.r liiiil'-lils to; Itci'liv\( gi'vlltel \'olllllI,, (Jr for ofl her i
R'l~lsl 14l.,. oper~lille IIIl owi~er costss. 'l'lle ulnifo(rmi lrii'vo 0i11f, IlllIiilllfle-
tiil'l-vls ,,,'llildl vsi, b~lisli w\ouldl t-v~i~l to liilrll ll' il iltv til pe svll', , l ",.tlillidI-
Ai'l " Ml 4(si gevitzZl l" prlic'e, aindl \\'v llld Il, Iliigh enlollgh toi prlovidel it
<lillilli le, m li' ti for ldiv, fiill-,,,l-vi'\iel, liizlih-'i'l~ l., il\'erl'ilge- v(lll illle rl'fliihl'r .

INaiu'illy, reliitih, l whoil iWl'widell ililix iunIII Sor'vices, liiit'eV die bes,,,t
]01'w lillion.,, lilild valvi.l piriliiiri-13 Iol higher inc(ome( groupsl) preTfer n1ot to
halve their 'oilllpelitolrs who' tir'e iin diff'er'ent siiuaiotisli sell, for less,
Blli If) foricle lill of" theiri v'illpl~eitcr,, to sell for file Samelit trive iif% they
•ti is inl fact, to) roiso tihe averaige level of p'rices to consumerss'.
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2• I-luo l.llm ll,'. i--,l vc,.'r,, o11, P Ai, I )Sll,.1,)l QVA,.\AllY ST.\ IIIII,.\TlION ACT~l

for1 Svl'l,', llo m ,il (1 l4,11 '11 ,1, ', p1 il -l',,'" fo l. N,41111111, p l 41111''11..e, (it' i1•1 \ ,1'.
li.,<,,, sl -,,iallis for, ill~idi'h liul lril',, lick' m -1 gro', ,lll (1' li',m illc•ls III the,
illilinlli\'v ofI I11v 1','illilv'i's ,, %%m !ild lv ,'lim1i~lalllv . {.'g le,'cifl stilh-, S114,,,h
11111 Ibo 4-4' 1, SI -41'• wvilll il ".' i m il IIIISill~ i.ii,... hlh'v vi l',l
ou ll wl,'•l b%' Ol-• FT'I( . 1'ii, i111ilw O Iiil•..q l "lbilil" prlcli ct'si' , specially
lhl's fi e (tIn •I '4 '.,-Ilvd I• i ',;. 'lll l r a e I II slili ; %-41' 11illi (i f • I' If( l d' l -l' i'vli• l !" , ,dI•

l i .e (q)•, ov ilr lit,111 f,.• 4l1, lri,',.•ne , Ill .•lis . lI ,..livi . , F ,lil. m e ld re l 11y
1l4-111l•,ll, ,, ,,r iil •'i ,,l , ,'l i1, • 1'4vi 116 1 1 i ,, rei, lli. pri ces w old .. imi' l ilnu , vi.,

overI lilliv,, ri'iigy, v'ili , %\Il~i(-l• \\ hld ••i , 1• lpre,• i , ll- ,S 'i. flin'llie,r

(a) \\' 1 lpril'-, co' pli tioih ll fitl Iv llil lfor Il • ,zlicso l - o , limiliiloit d,•
folH r m l' o'fi 1-l' n' 1il vo~lillo-lition wo\ ild h e H illvilsifihdi. ,\'Alt-i,1'ltvil

:Ild'viti.sill" v'Xpl• li•', l'1 • ,1 ' 1c io ', st hd'co litiolis, II•l~litionill •,:,,i-v 'v ,.
Ill~id llivi frmI•'is o1f Iml pi~vll' • ,olnlilpliliolll w ~lhld Ito •lisdlo vo ' lilwle

f0ur 1 suh, l i'll O •v•ild lm bvI'',Ill pr tevl, front, co' ll viliv.o: pressures.ih~

ve'l hl ,i l iI lu 11 •1g- l lic oi ts• pre- , 11 144•l'l1 '111 l ln lice i\' ll p,,4 lri,,e,
tol~. c rs nilHli ti'sWMldl ot be1 t''lowered. '••l•', Iu, •\,n •,•, n lii~ '

(h) hr l~'l i ds li Nl. oti ll I•v it• lolU'e, licvl ' m. - i t(' pl roll wit•. d h, Il.ld 11111 -kl ps•,
toI II I'(l' llet l'" 11 v ,,villerl lvpoi1-~ Ii to•,'ls IhIt,, ',,,I.l

profill woilll. l iv, • •h leh zed. 'l' * v llv,.~ If,('l\\li' i lv,11( . h ll•',' lll ki-l• il ol, ' of~l~
vIsli II- l onrl' wotj'• li\' 1,1r ,X l~llil~ll.., 11 1v , liolivl u~. cos s1' I~,; lu l n',~Io\

01', 1vI. I 1 4 ,, It•, i,•ul~l fre .ill forcei \\411ko, slols"l ir ' 1'lll l, b 'J l ii•'ilf-lss\
(Cl 14,01, prli velll ill Ill le, goods I ,''• \ -vll,•, r s wolin, lt 1' -~ Io;, v 14,.•.S
(•)l,'wcr ric '• -o lili ldvi~llii'l :Hlg , 0'~ i~r \o ••Ilvcoil~l lit'sI, stil~l•'s illow

,,'l~ ssit i,,, l l vt•iel.•foric' ii elic'elill l prilces, for ':ells llll• 1 ido, .lll0.t , or\ fll.r
vv'-, l iihv'• l ' llpe lld , for lidil ilnl lilt '•' I • tl- lict , o l. ' v -l~lp I'l'. pro ill ili IN' I. t,,

ol' hillil illivl , ill~id 'iduldll ilvilll , dlw• in vll,\ i blolh rilli is ill(.llvi,.el-'.Y 111il

(lIII '111Y o il lry • d e I,\ •~ llii , ,ti~ld Owl loss., of' iliei'c illlidlisin1g flhxilbilit,,
th costs o'f•l 1-' 0t ilinliv, wollil Ildl it) rise, findl i1ll 1aciln•tivn',n' \,, •lnd 61,
h,•l to 1'•,\'is(, I he•ir eilh, iprices, li wll~ u d. T l'l, ,..,'aills ill r~tail lprolits
w hvlii li l u~ I',,t .1l eh,, I'• re,• ,, f r o mll 'g l 111in lt Y hlbll iliz iltio li" %\, o tlll ill

Net(' lprove'• luto ho nily• tillpollrry. Mailllnacturtelr~is \\oIl~l thereflore he
Ilin den pl-v,, illn , to pllr;\'idh I-lief,l'I'r I Ilivl.di' h llhvi.• I Ilruln hp -4'lli..l ,r lprives'
1i11, 111v• illo,\ hit ble• r,.silh of' ligi~li., prices, \\ ul~ld ollyl• bv• it I'111-11m.

I'tilil costs, Iti1ld coI1tiI11i11i•~ w(',,.,N l,',,.. to ilise r',e.Il, lprices,. Alltholvd,,l
it sm aull 111iliilH l. olf indi v\ilil I r l Ililer; 1i, !,rizlll bv , l er olln fo',l' r i-elllih%1rs
It s It W h ole4• , ( Il l, " p 1'o l v el i oili" af1'ro n h ,-l lh . l r i c' , l 1 1 ll il li ll e vi• • \\0,•u d l I N,•
illusory. Rei,,luihle \,,o llld ilot bz il:I•n Iluivn' c'list•ll•'n's woulld ,:•

fit mill)ur 1111Yis to prie'v effec:{ts:
l. t Tnifo'•n•' Ilesilh, pr'ices, wouldl~ 11'11 illihl~lly to Ile set. hlll,..hfr 1ll11l1

file!. prm-,m1,it. I\tl 'lera, oft pi (-" I -l' il:t'. ,'h, e"..'l
'2. Templilorary' redutionl'~ls in prlircs by) 't~tijile, wo \~uldl bo, dimimorlCd



I'II()IIAIIII: I.:II, A"'I.IS(T ()F. PROPOSED•,:l 011AIIrT STrABILIIZATIO)N AC'T :3

3. IRisiniig ('0 1s 1111d1 rtdl14i'4 ' llirivt4 ,I.y illI r ailili " woutiI p)il jpr's5ll5'T
oil t111i 1ili chlr( l .tr ,t' Ito raise I Jttir re{sillo, irirevs I'11rl Jlel'.

T hei, iiiiili liltiliililio tlll i't 1 14 (.X((,III (if I Ilet'se I~l \• ,'lm I lr ,'ice I~l()\'t llvI(Sl{"

,Imi~l \,Il tl- e froil I , ll~t • li( I IIIH' Id dl e e•I" i nitr ll (d prtililh.' b;rillill, sovi ldi140111d(lllI('l', 4)l hl liof lI1( n' .4'IIItlli'I and' l ll4 'llil I lIilI' and IIill4 f41l it

heiO' ,llI')'. 111 lr.' f r Ow IiI I)r 'll I, I 11iI(, 4ll 'Ii 14)r ills) i Sure ly

Ill(% I Ist. ()fI• prv l bri 'il .,, N ei. ls s o s ,t i

S'II '('4 llg I't's'4S o'O)iIII)&'l111ii l 'S Ili lell I- 11 • II)l(e)l'i4'e' t'o)Ill)ve teit 1h111 1Ow

4)1 I4',laih 14'. li'4 ii gr•I'4)lj w,,4) lI I,,' j)''Ii,, l 1' hII N'lll i;hi'i'4'1154,41. X%4'N t)11t'ulil.ls

tilot )l'1'4'S) I'1lcI. 4Iv h \'Ill 4t) w' ould)4'lit II'l h,'NISo . :\oIe 'IIjp)'ll , tiliiUIIo

1•i ,'ll4 I ' r v l l ris i l4 posit'ilons , m ostsma I''v 'll lw' I4 'z•- I t' i-il Ihe

1h11,d l NI) 111' I'',4' l11 4'1 l I 'i'l 1',111d4'5 4t. ) 1 4'4) I 8 a 14 ( )I 114'

w11114' e) illlv I'i ill!5. I -ihI' ) rt l I t l ol h1s not' Is i() ll.I 1)1' I II n' o mh'sI hit
vI Iilu, o I It,,ir it Iip wi1l.. INbv p-1iv,'I i s I4)r)j lli en ,114 ll na'h s d lil.

1i114 in',c I{rel olse Ilvi-chl , idi sir Ii\-vl', l,,s l;I,rs %% llt are I d{ o {e '~

'Illj)I Ic s bi 141rN'Il I'to l li4 e 1 1' I " 1' le e t leg AS it i'tI S1 1i

11411 brt dt' llh lrI s a N111IIII l to'-11 ll II)' (I111i ' I '4'llts ivt' to

'OlIlll -t vll) llS i ots ll %%'l's pri'.,ld e I ri ulidN ot o lelgi l ot'('I ' r4 li I'tll del

illsq ll', ,' I.(Nla t'11 )i]ryllle ll.,\, li~l-m'dr h, l ,flollsi-4 and 11•' c hllln." T h
pice li~ I( ldv la S \, IIIle (llil'(,..01 Ill liiiiliwi. r d l Isulld In-v il~lo .1v arell I|{ 11,
liilvir 'dl' n ofi, I I,,Iv 1111.1w'ilel \\tild rise. ~ 'r'lilii(llll(• i~ lIii

M{\,I \ore lt Iio.1fel I lllll , he hl divall pI ve, I l'i('()lliild hv re ) iiv Iitil l-, h

lell~aiveh %% llt~li 1.'id't, { i111v I', l l1 illco~ tilie fcn• t~i~ltl end 1 ( t ro d i ltl'ea

vi0 ,llle of,'ll•,vir ivl ilie l l~~o•l's. kow iem l t sho livl-S o•'lld enl IIII-, s hll.uc
Reired pof ri•oll" lili vld w ow , whoo~ll Il I lr l,'libl, ,,lod vlv,,t
OwInee.Ilr'1Y,1 i1i l)rh,-'e svil-cfors "Si' lls" are lloalel. r tho III(Ixtilll

htlo Act~t, \w o ild Iv ilc, It I'le IIII biov of" such l{ op lw v ., u l nllyl tt nl i.

,In~~~~~ilh~ ~ ~ ~ V Etlals udsl~,ls \1 POYl~ ME, N 11,lt'e.

'III tlilh t' , iiphs ilt'l'oll'h11 on prce lthe Q111i \lllylStabi lartio •n AH fcoi'-
3•11ril I 'II u'vi r h)11 vi~lil po lll . i-e lev~ o iura e I lh' of t,.lil o Ilulirke slialhilr
InIlo1 iletitor ls. \\mt ihd bvrs \vo• N,I 40\' .1116r 11l i fculltil'ep oy ill ill th, Ie

•exp'landeid, loI lpr.,ce colplirlis llI ci I-ilil~ilzlo •lrkghs Ivl oill• eravy

10 vllplyiv'lu' IrI i~l\'l i ither ell( ditcrs. But i~ll )o lull i llh 111v~u produ-

%lelller Ivgait vsIl lw is' i •. vills titould,~ 1•e1 -ditlt woud l1.I e t r


