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Re: Regulations and their impact on the economy and jobs 

The U.S. Chamber of Commerce, the world's largest business federation 
representing the interests of more than three million businesses and organizations of 
every size, sector, and region, is pleased to provide this response to your request for 
information regarding the impact the federal regulatory process is having on the . 
economy and jobs. The Chamber thanks you for your dedication to this highly 
important issue, and looks forward to working with you as you explore this and other 
matters as the next Chairman of the Oversight and Government Reform Committee. 

I am the Chamber's Senior Vice President for Environment, Technology and 
Regulatory Affairs. In this capacity, I represent the business community on issues 
pertaining to environment, energy, telecommunications, e-commerce, emerging 
technologies, and regulatory reform. Because the s~ope of your request covers the 
entire regulatory sphere, I have asked my colleagues throughout the Chamber to 
provide their input on regulations in health care, fInancial reform, education and other 
sectors. You will receive their responses by separate letter. I urge you to contact 
them directly with questions or comments on their particular areas of expertise. 

I will confme my response to (1) environmental regulations that the Chamber is 
currently very concerned with, and (2) suggestions as to how these problems may be 
fIxed. I urge you to follow up with me or my staff if you have any questions or would 
like additional information on these issues. 
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I. Environmental Regulations and Their Impact 

A. Overview 

Compliance with environmental regulation has, at least in recent years, become 
a substantial undertaking for businesses. Consider that in 1972, for every 1000 pages 
of environmental regulations issued, there were 6000 pages of Internal Revenue Code 
tax regulations issued. By 1988 tax regulations and environmental regulations issued 
were about equal in number, around 10,000 pages of text. By 2007 tax regulations 
issued had grown to 13,000 pages; however, in that same year environmental 
regulations had grown to 30,000 pages! The figure below illustrates the relative 
growth of the environmental regulatory state. 
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In recent years, EPA seems to have increased both the breadth and the burden 
of its regulation of the business community. For whatever reason, it has largely spent 
the past 24 months attempting to modify, re-issue, or re-interpret virtually every 
controversial environmental regulatory decision of the past decade. Its actions can 
generally be grouped into four categories: 
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1. "Legislation by regulation." whereby EPA leapfrogs ahead of the 
legislative process on a particular issue. Specific examples are 
greenhouse gas regulation under the Clean Air Act, expansion of Clean 
Water Act jurisdiction, toxic substances reform, and regulation of 
Chesapeake Bay stormwater runoff. 

2. "Reversal or reconsideration." whereby EPA seeks to reverse, reconsider 
or reinterpret prior rules in a way that could create even more 
disruption than the original rule. Examples are its pending 
reconsideration of national ambient air quality standards (NAAQS) for 
ozone, its reversal of the Califomia Waiver, its retroactive veto of Arch 
Coal's Clean Water Act permit for Spruce Mine No.1, and its recent 
decision to revise the definition of "solid waste" under Subtide C of the 
Resource Conservation and Recovery Act. 

3. "Sue and setde," whereby EPA initiates a rulemaking to setde a lawsuit 
by an environmental group. Examples are EPA's proposal to regulate 
greenhouse gases under the CWA, the recendy-announced New Source 
Performance Standards (NSPS) for greenhouse gas emissions from 
electric utilities and refineries, and regulation of nonroad mobile source 
greenhouse gas emissions (due in 2011). 

4. "Strict compliance," whereby EPA is obligated to issue a regulation iJ:ly 
court order or Congressional directive), but issues an unnecessarily cosdy 
regulation with seemingly lillie or nO consideration of its impact on the 
regulated community. Examples are the Boiler MACT rule, the 
Transport Rule, and Cooling Water Intake Structures regulation. 

The problem is not simply that EPA is issuing a lot of regulations. Rather, it is 
that it has significandy increased the number of mqjor rules (i.e., rules costing the 
regulated community more than $100 million). These regulations typically ensnare 
multiple industry sectors and have economy-wide costs usually measuring in billions 
or even trillions of dollars. In the cases of greenhouse gases, Boiler MACT, Ozone 
NAAQS and others, the economic impact is so widespread that multiple sectors of 
the economy must face substantial compliance costs. 
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When several of these massive regulations are piled on top of one another for 
an industry, the cumulative impact can be ovelwhelming. The result: industries are 
effectively regulated out of business. This recently happened for two power plants: 
Portland Gas & Electric's Boardman coal-fIred power plant in Oregon, and Exelon 
Corporation's Oyster Creek Nuclear Generating Station in New Jersey. In both cases, 
the utility was forced to choose between installing several hundred million dollars' 
worth of pollution controls to comply with EPA regulations (regional haze at 
Boardman, cooling water intake structures at Oyster Creek), or simply shut down 
early. In both cases, the utility chose to shut down. This is a highly disturbing trend, 
and one that will only continue in 2011 with the issuance of even more major rules.1 

In fact, the North American Electric Reliability Corporation (NERC) recently found 
that the suite of rules EPA plans to issue for electric utilities could force up to 19 
percent of our nation's fossil-fIred electric generation to retire in the next ten years.2 

B. The Regulations 

There are two parts to the regulatory overload problem: the regulations issued 
by EPA over the past 24 months that are already on the books; and the new 
regulations expected from EPA in the future. The following lists are divided in this 
manner. 

Regulations Proposed or Finalized Between 1/1/2009 and the Present 

Regulation What Happened? Impact 

As a result of negotiations for which a "vow of 
The California Air Resources 

California silence" was issued,3 , California agrees not to 
Board now essentially controls 

the fate of the automobile 
Waiver enforce its motor vehicle GHG rule in exchange 

industry. It almost immediately 
(f'tnal) for EPA granting the waiver and issuing CAA 

used this new leverage to push 
regulations for new motor vehicles. 

for 62 mpg standards by 2025. 
Ozone Less than two years after lowering the Ozone According to a Manufacturers' 

(Proposed) . NAAQS from 80 parts per billion (ppb) to 75 Alliance study, costs as high as 

1 Perhaps none more so than the recently-announced greenhouse gas New Source Performance Standards (NSPS) for 
new and existing coal- and oil-fired electric utilities and petroleum refiners. Depending on the cost and severity of 
these new regulations, which EPA will propose in 2011 and require compliance with by 2015 or 2016, many more 
plants could be forced to substantially modify their operations, leading to eventual shutdowns. 
2 http://www.nerc.com/filesiEPA Scenario FinaLpdf. 
3 See "Vow of silence key to White House-Calif. fuel economy talks," The New York Times, May 20,2009, 
available at hltp:/Iwww.nytimes.com/gwirel2009/05120120greenwil.e-yow-of-silence-key-to-white-hollse-calif-fllel­
e-12208.htmL 
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ppb, EPA is performing a "do-over" of those 
vety same NAAQS, using the very same record, 

and lowering the NAAQS even further, to 
somewhere in the 60-70 ppb range. 

Sets hazardous air pollutant emission limits 
from industrial boilers and process heaters used 
by a wide range of manufacturers at levels which 

BoilerMACT 
are barely detectable and possibly unachievable. 

(proposed) Requites installation of up to four different air 
pollution control devices that will conflict with 

other existing control requirements. 

EPA proposed the Transport Rule to reduce 
S02 and NOx emissions from power plants, 

Transport Rule under a new cap-and-trade program that allows 
(proposed) only limited interstate trading. The Transport 

Rule replaces the Clean Air Interstate Rule that 
was vacated by the DC Circuit. 

To regulate the disposal of coal ash, a byproduct 
of the use of coal for electriciLy generation. 

Coal Ash 
EPA has proposed to regulate coal ash as either 

(proposeclj 
solid waste under RCRA subtitle D or as a 
hazardous waste under RCRA subtitle C. 

GHG 
EPA chose to regulate GHGs under the Clean 

Regulation 
Air Act and tt~ggered a massive regulatory 

under Clean 
cascade. Tbe problems start on January 2, 2011 

Air Act 
and will impact permitting. In addition, Clean 

(Finalj 
Water Act, NEPA,Endangered Species Act and 

SEC regulations (material risk disclosures). 

GI-IG As part of a "sue and settle" with Center for 
Regulation l3iological Diversity (Cl3D), EPA took comment 

under Clean on whether to use the Clean Water Act to 

$1.013 trillion annually between 
2020 and 2030 (a 5.4% net 
reduction in GDP) and a 

potential loss of 7.3 million 
jobs by 2020 (4.3% of projected 

. labor force). 
CIBO /IHS Global Insight 
estimate an economy-wide 

GDP reduction of as much as 
$1.2 trillion; evety $1 billion 

spent on compliance costs will 
put 16,000 jobs at risk. Fisher 

International estimates pulp 
and paper indus tty costs will be 
$2.8 billion annually, $17 billion 
total, and would close 30 mills 
and lose 17,000 jobs (72,000 

with multiplier effect). 

North American Electric 
Reliability Corporation (NERC) 
predicts the early retirement of 
3-7 GW of existing coal 
capacity. 

NERC predicts early retirement 
of 388 MW - 2 GW of existing 

coal capacity (12 to 53 coal 
units). 

PSD permits alone will cost 
$125,000 and 866 hours of 
burden per facility. Title V 

imposes up to $250,000 carbon 
"fee" 011 applicants. The true 

economic and employment 
impacts are potentially 

devastating. 
CWA permit challenges are the 
environmental groups' stated 
goal.' Also, a finding that the 

4 The day EPA announced its settlement, the CBD attorney that filed the lawsuit, Miyoko Sakashita, was quoted as 
stating that in implementing the Clean Water Act, EPA "could restrict CO2 emissions from places they are giving 
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Water Act regulate greenhouse gases, due to their impact 
(proposed) on ocean acidification. 

Congress established a 2011-2012 timeline for 
TSCA reform; however EPA has begun issuing 
"Chemical Action Plans" for selected chemicals. 
There is vety little transparency with respect to 

Chemicals 
EPA's selection of chemicals for action plan 

Regulation 
development. EPA also recently announced 

(Final) 
that it would deny Confidential Business 

Information claims for the identity gf chemicals 
in health and safety studies filed under TSCA, 

and that it will increase the frequency of 
chemical reporting and broaden the scope of the 

chemicals that must be reported. 

In an ongoing dispute, EPA has declared 
various aspects of Texas' air permit program 

Texas Air invalid. EPA revoked authOl"ily for several 
Permits state-tun air permit programs in late December 

2010, an extremely rare occurrence in the Clean 
Air Act's 40-year histoty. 

Mingo Logan Coal Co. obtained a final CWA 

Spruce Mine 
discharge permit from EPA in 2008; EPA is 

CWAPermit 
now considering a retroactive veto of the 

(Proposed) 
permit. EPA's regional Administrator has 
recommended vetoing the permit; a final . 
decision from EPA is expected very soon. 

EPA is moving beyond the Supreme Court's 

dean Water 
jurisprudence redefining what is navigable (and 

Act 
therefore under the Clean Water Act's purview), 

jurisdiction 
and is developing new definitions. A major 
guidance document has been rumored. In 

(Final) 
addition, EPA recently declared the cement-

lined Los Angeles River-the concrete ditch of 

oceans are impaired by GHGs 
under the CWA could open the 

door to a rulemaking under 
Section 112 of the Clean Air 

Act, and treatment of GHGs as 
Hazardous Air Pollutants. 

EPA is pushing TSCA toward a 
Inore "precautionary principle" ' 

type approach, similar in 
application to the European 

chemical law, REACH. 

Companies with 15 years of 
permits issued by Texas (and 
not objected to by EPA) are 

scrambling to avoid penalties as 
well as the misfortune of 

having to get a new permit in 
2011 when GHGs are 

regulated. States in similar 
situations to Texas are 

concerned. 
If EPA is allowed to 

retroactively revoke CW A 
permits, companies will not risk 

undertaking such projects ( 
since permits can be reversed 

retroactively by EPA). 
Expansion of the jurisdiction of 

the Clean Water Act could 
ultimately regulate small, 

intrastate waters not intended 
by Congress for regulation and 
expressly rejected by the U.S. 

Supreme Court. 

Clean Water Act permits to ... That would be what I'd like to see." See "EPA to Consider Using Water Law to 
Fight Acidification," E&E Climate Wire, Mar. 12,2010, available at 
http://www.eenews.net/C\imatewireI2010/03112/archive/4 (subscription req'd). 
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Grease and Terminator 2 car chase fame-a 
"navigable" water subject to the reach of the 

Clean Water Act. 
EPA issued nue requiring housing contractors 

to obtain certification in lead-safe work practices 
before renovating properties built before 1978. 

Lead Paint EPA removed homeowners' right to bypass 
(Final) stricter preparation standards for properties 

where no children under 6 or pregnant women 
reside, even before examining whether existing 

scientific research justified the change. 

Future Regulations 

Regulation What Happened? 
EPA plans to issue a rule requiring sources to 

MACTfor use MACT to control hazardous air pollutant 
Power Plants emissions from power plants. Coal-fired 

plants will be the hardest hit. 
EPA is considering technology-based 

sl~ndards to regulate cooling water intake 
Cooling Water structures at CWA section 316(b) existing 

Intake Structures facilities (i.e., power plants). According to 
EPA, the withdrawal of cooling water harms 

billions of aquatic organisms eachyear. 
In a settlement with Sierra Club, EPA has 

pledged to revise its definition of solid waste 
under RCRA. The definition was set in 2008 

Definition of 
in a rule intended to promote the legitimate 

Solid Waste 
recycling of hazardous secondary materials by 
malcing recycling and reuse cost-effective and 
safe, as well as to prevent "sham" recycling. 

Once GHGs become "subject to regulation" 
on January 2, 2011, EPA will respond to 

pending petitions for rulemalcing and begin 
issuing New Source Performance Standards 

NSPS for GHGs (NSPS) for s tationaiY source categories under 
CAA Section 111. On December 24, 2010, 

EPA announced it will propose GHG NSPS 
for new and existing coal- and oil-fired electric 

utilities and oil refiners in 2011. 

PM2.5NAAQS 
EPA will propose NAAQS for partiCluate 

matter in early 2011, witb final regulations due 

Lack of available training to 
certify contractors under the 
new nue slowed construction 
projects nationwide, and led 
EPA to postpone the rule's 

effective date. 

Impact 

NERC predicts early retirement 
of 2-15 GW of existing coal 

capacity. 
. 

NERC predicts early retirement 
of 33-36 GW of existing 

capacity (coaV nuclear), approx. 
347· units. 

The 2008 rule streanliined 
regulation of hazardous 
secondary materials and 

encouraged beneficial recycling. 
Revising tbe rule will cut down 

on these benefits. 

Sleeping giant. Administrator 
has wide discretion to issue 
GHG-driven performance 
standards for wide range of 
new and existing stationary 

sources. EPA is considering 
cap-and-trade, although at this 

time such a move seems 
unlikely. 

Administrator is not required to 
consider costs when setting a 
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II. How to Fix the Problem 

in 2012. NAAQS, and an overly strict 
new NAAQS for PM could put 
hundreds of counties into non-

attainment, jeopardizing 
economic growth. 

There are a number of good ideas circulating in Congress as to how best to 
address the "regulatory tsunami" businesses are facing. The Chamber suggests the 
following additional measures. 

• Enforce provisions of existing environmental laws requiring EPA to 
consider jobs and economic impact. Section 312 of the Clean Air Act (42 
U.S.c. § 7612) requires EPA to conduct a cost-benefit analysis for most 
major air rules. Section 317 (42 U.S.c. § 7617) requires economic impact 
assessments for most major air rules. And Section 321 (42 U.S.c. § 7621) 
requires the Administrator to do a continuing study oEthe effect of its 
regulations on employment or the threat of job loss. Identical provisions to 
Section 321 exist in most other environmental statutes, such as the CWA, 
TSCA, RCRA, and CERCLA. Yet EPA either flat -out ignores these 
requirements (as it did with Section 321 and its GHG rules), or it does such 
a poor job with the economic assessment and the underlying data that the 
result is misleading, usually overstating benefits and understating costs. The 
Chamber recommends requiring EPA to conduct these statutorily-required 
analyses for all major regulations. Moreover, the Chamber recommends 
preempting all EPA regulations issued in 2009 and 2010 that did not 
adequately comply with Sections 312, 317 and 321. 

• "Substantial Evidence" test for major rules. Currendy, when regulations are 
challenged, agencies are required to show that their regulations were not 
"arbitrary and capricious"-a test under the Administrative Procedure Act. 
This is a very low bar and considered very deferential to the agencies. 
However, under the statute creating OSHA, the agency is required to 
support its regulations with "substantial evidence." While still deferential, 
this is a higher bar to nieet and requires courts to also look at countervailing 
evidence as part of the record as a whole. Requiring other agencies to meet 
this test, perhaps for only a subset of regulations deemed "major" by some 
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specific definition such as $100 million impact on the economy, would force 
agencies to ensure they had better data and arguments before proceeding. 
It would provide needed balance and accountability to the rulemalcing 
process requiring regulating agencies to support new regulations with a 
"substantial evidence" standard. The "substantial evidence" determination 
can be made through an on-the-record hearing using the procedures set 
forth ll1. Sections 556 and 557 of the Administrative Procedures Act. The 
Chamber asked for, and was denied, an on-the-record hearing on the issue 
of EPA's Endangerment finding. 

• Assure judicial review under the Data Quality Act. The Data Quality Act 
(DQA) ensures the "quality, objectivity, utility, and integrity" of information 
disseminated to the public. It requires agencies to comply with OMB . 
information quality standards and to provide their own information quality 
guidelines and procedures to ensure affected persons may seek and obtain 
correction of disseminated information that violates the OMB standards. 
One value of the DQA is that it recognizes the importance of non­
regulatory agency actions such as guidance documents. Because the DQA 
does not explicidy allow judicial review of claims by interested parties 
challenging whether an agency has met its burden under this law, agencies 
claim there is no right to judicial review and assert that they may violate it 
with effective impunity. Yet the underlying data EPA uses is often fraught 
with error and uncertainty. The Chamber f1led a DQA petition with respect 
to EPA's Endangerment finding, but has virtually no legal recourse now 
that EPA has not acted on it. 

• Require a iUlemaking to implement Clean Air Act Section 179B (42 U.S.c. § 
7509a) for foreign air emissions. Section 179B allows EPA to waive a host 
of typical CAA non-attainment penalties for areas that can show that they 
would be in attainment with a NAAQS (for Ozone, PM, etc.) but for the 
effect of emissions originating outside the United States. With China and 
other Asian economies industrializing at rapid rates, a great deal of their 
emissions are wafting across the Pacific Ocean and affecting air quality in 
the Western United States. Many counties in your home state of California 
will be in Ozone NAAQS non-attainment under the new standard, despite 
vety little in the way of sources of ground-level ozone. The Chamber 
submitted a petition for rulemalcing to EPA in 2007 on this issue, which it 
denied. It continues to refuse to implement Section 179B, and gives foreign 
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air emissions no weight whatsoever when determining what "background" 
levels of ozone are in the NAAQS it is reconsidering. 

• Stop NGO abuse of the regulat01:Y process to advance political agendas and 
thwart permits for new projects. The environmental regulatory process is 
irreparably broken. "Sue and settle" is not an appropriate rulemalcing 
process, and is even more egregious when considering that the plaintiffs in 
those cases typically have their attorneys fees paid from the Judgment Fund, 
a permanent, unlimited appropriation from the Congress. Moreover, 
environmental groups and other "Not In My Back Yard" activists have 
mastered the use of the regulatory process to stop new construction. As 
recently as Section 1609 of the American Recovery and Reinvestment Act 
of 2009, the Congress stated that the purpose of NEP A is to "provide an 
orderly process ... that prevents litigation and delay that would otherwise 
be inevitable." As the Chamber's enclosed comments on NEPA 
demonstrate, environmental groups and NIMBY activists have 
accomplished the exact opposite result. The Chamber's Projett No Project 
initiative (htt;p:llwww.projectnoproject.com) chronicles roughly 350 energy 
projects that have been stalled, stopped or otherwise thwarted by challenges 
to permits, zoning changes, political opposition and similar efforts. The lost 
investment and job creation from keeping those projects on the sidelines is 
massive. The Chamber intends to release an economic study in early 2011 
assessing the true value of those stopped projects. 

Thank you once again for your request for information on the "regulatory 
tsunami" and its impact on jobs and the economy. The Chamber looks forward to 
your leadership of the Oversight and Government Reform Committee, and stands 
ready to work with you on these issues. 

Sincerely, 

William L. Kovacs 

Enclosure 
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Re: Health Reform Regulations and their impact on the economy and jobs 

The U.S. Chamber of Commerce, the world's largest business federation representing the 
intemts of more than three million businesJeJ and organizations of every size, sedor, and region, is pleased 
to provide this response to your request for information regarding the impact that the 
federal regulatory process is having on the economy and jobs. Thank you for your 
dedication to this highly important issue; we look forward to working with you as you 
explore this and other matters as the next Chairman of the Oversight and Government 
Reform Committee. 

Following the passage of Health Reform, six interim final rules were published in a little over 
two months. This may be perhaps the most troublesome, extensive and broad reaching 
example of the subversion of appropriate regulatory procedure. Specifically, this regulatory 
implementation of health reform provides a text-book example of why interim final rules 
should not be issued for such significant and substantial regulatory provisions. Of the 15 
employer related regulatory publications issued, virtually every publication has been followed 
by some form of correction - either in the form of sub-regulatory guidance revising prior 
regulatory language or the unusual issuance of an amended interim final regulation. 

For two reasons, the argument that statutorily created effective dates mandate such an 
unusual and expedited regulatory process rings hollow: . 

1. These effective dates have been virtually impossible for employers to meet and 
regulatory Departments have responded by delaying enforcement, while still issuing 
regulations without the opportunity for public input prior to the effective dates. 
Although the corrections and the delays are betterthan the inappropriate rules and 
unattainable deadlines, they create further uncertainty and confusion as employers 
struggle to remain informed and compliant as to current legal responsibilities and 
regulatory requirements. 



2. There are many refortu requirements until the guidance is issued for which the 
Departments have deemed compliance voluntary (auto-enrollment, W-2 reporting to 
name a few). It seems the Departments are arbitrarily subverting the Administrative 
Procedure Act in order to meet statutory deadlines in some instances while simply 
declaring the delay of compliance and enforcement in others. 

In an effort to address this questionable process, the US Chamber of CDmmerce worked 
with Senator CDmyn's office during the 111 th CDngress to draft the Public Accountability in 
Health Care Implementation Act (S. 3924). This legislation was introduced on the Senate 
floor on September 29,2010, after a CDngressional Research Service report found that 92% 
(11 out of 12) of PPACA's final rules issued in the first six months of implementation 
circumvented public comment. (See attached analysis.) This bill promoted transparency in 
the PP ACA rulemaking process by requiring federal agencies to finalize IFRs- based on 
public comment- within 60 days. 

We look forward to continuing to promote transparency and to insure appropriate public 
comment opportunities while the administrative regulatory agencies implement PPACA, a 
law which left tremendous rulemaking power to the Administration and affects a1l300 . 

. million Americans and one-sixth of the American economy. 

Should you wish to follow upon these issues, or other issues, please feel free to give me a 
call. 

Sincerely, 

Randel K. Johnson 
Senior Vice President 
Labor, Immigration & Employee Benefits 
U.S. Chamber ofCDmmerce 
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The Honorable Darrell Issa 
Chairman, U.S. House of Representatives Committee on Oversight and Government Reform 
2157 Rayburn House Office Building 
Washington, DC ~0515-6143 

Dear Chairnlan Issa, 

Commodlty Markets Council 
)300 LSt., N.W. Suite 1020 
Washington, DC 20005 
Tel 202-842-0400 
Fax 202-789-7223 
www.cmcmarkets.org 

The Commodity Markets Council (CMC) thanks you for the opportunity to identify proposed or existing 
regulations that are negatively impacting jobs in our industry, and on reforming the identified regulations and the 
rulemaking process. With the Commodity Futures Trading Commission (CFTC or Commission) still considering, 
drafting, or reviewing the majority of rules necessary to implement the Dodd-Frank Wall Street Reform and 
Consumer Protection Act (Dodd-Frank or the Act), it is difficult to quantify the impact on jobs in the commodity 
derivatives industry. Therefore, the list we provide below is not exhaustive, and we look forward to a continuing 
dialogue as you endeavor to reform regulations and rulemaking in the 112'h Congress. 

CMC is a trade association bringing together exchanges with their industry counterparts. The activities of our 
members represent the complete spectrum of commercial users of all futures markets including agriculture. 
Specifically, our industry member finns are regular users of the Chicago Board of Trade, Chicago Mercantile 
Exchange, ICE Futures US, Kansas City Board of Trade, Mi1ll1eapolis Grain Exchange, and the New York 
Mercantile Exchange. CMC is uniquely positioned to provide the consensus views of commercial end-users of 
derivatives exchanges and the exchange markets. Our comments below represent the collective view of CMC 
members. 

The CMC and its members are long-standing proponents of integrity and transparency in U.S. futures markets. The 
competitive strength and viability of our markets and their ability to serve the price discovery and risk management 
needs of their users, is directly dependent on these principles. Without public confidence in adherence to these 
values, there can be no effective and efficient marketplace. Within this context, CMC is concerned that the 
adoption of unnecessary rules or the adoption of rules without sufficient deliberation will result in policies that 
hamper market efficiency, tie up capital, and constrain job growth. Specifically, CMC has three primary concerns 
with the implementation of the Act: 

I) The rulemaking tinleframe does not allow for thoughtful, robust industry comment and dialogue; 

2) The isolated and atomistic approach adopted by the Commission ignores the inherent relationships that 
should exist between the rules; and 

3) While the Act provides a detailed framework for implementation and the industry knew the Act required 
substantial rulemaking, the CFTC is using this opportunity to inlplement prescriptive regulations outside 
of that required by Dodd-Frank to already well-functioning commodity markets. 

1. Rulemaking Timeframe Restricts Thoughtful, Robust Industry Comment & Dialogue 
The rulemaking pace adopted by ti,e Commission aims to meet the July 2011 implementation date 
set by the Dodd-Frank Act; however, the timeframe is so tight, the quantity of rules so large and 
the subject matter so complex, the industry is simply overwhelmed. For example, at a single 
public meeting on December I, 2010, the Commission approved over 500 pages of rulemaking. 
With each rulemaldng building on preceding rules and impacting subsequent rules, we believe it is 
imperative that industry and the Commission have adequate time· and data to make prudent 
recommendations and comments. The current timeline provided in the Act does not allow for this. 
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Compounding the problem is the CFTC's refusal to ask for additional time or to prioritize 
systemically important rulemakings. With this kind of volume and speed, the industry and the 
regulatory agency are overwhelmed and simply not capable of providing O,e thoughtful COlmnents 
the CFTC needs to implement sound public policy. 

a. Disruptive Trading Practices Rules Are Overly Broad & Could Discourage Market 
Participation 
The new rules outlined in the Act are intended to protect fair and equitable trading; 
however, CMC is concerned the statutory language is overly broad and if not 
implemented with precision could discourage market participation. This fear was voiced 
by CMC and other industry groups at the CFTC roundtable on this topic and we urge the 
Commission to strongly weigh it when drafting rules. 

I. The statutory language is vague and all implementing rules should provide precision 
and clarity in order to avoid deterring or restricting legitimate trading activity. 

2. Definitions of key tenns need to be precisely crafted and the scope of application 
narrow. 

3. The intent standard applied to "disruptive trade practices" should be extreme 
recklessness. 

CMC urged the Commission, following extensive consultation with a broad spectrum of 
market participants, to promulgate specific "rules of the road" within each of the 
statutory categories. AnyOling less poses a threat to innocent traders and risks substantial 
hann to the markets. While the legislative goals. are laudable, the means to achieve them 
must be fair and clear for all market participants. We believe doing so will serve the 
interests of the trade, lawmakers, regulators and the general public. 

b. Proposed Rulemaking on Prohibition of Market Manipulation 
Section 753(c)(1) of the Dodd-Frank Act seeks to proscribe fraud-based manipulative 
conduct. On its face, the provision bOlTOWS heavily from securities' statements and 
regulation. CMC advised the CFTC that clear differences between the securities and 
futures markets render this approach dubious at best. The analogue of an issuer with 
.fiduciary obligations is simply not present in the futures world. Insider trading rules 
have only a limited application in futures markets, and are usually restricted to exchange 
or government personnel and infonnation. Duties of disclosure flowing from fidnciary 
relationships have no parallel in futures markets. The effort to copy the statute and rules 
of one market and apply them to another that exists for different purposes and that 
functions in a different manner is inappropriate. CMC believes it will lead to confusion 
and disruption. . 

2. The Commission Does Not Have A Team Responsible For a Holistic Reading Of The Rules 
The Commission set up 30 teams to draft the rules required under the Dodd-Frank bill; however, 
there appears to be no team responsible for a holistic reading of the rules or for facilitating the 
sharing of salient infonnation between teams. We believe this silo approach risks implementing 
policies that could have a detrimental impacts on industry; . 

a. Swap Dealer Definition Is So Broad & The De Minimis Rules So Low It Drains Company 
Resources 
An entity classified as a swap dealer under the new regulations must comply with 
heightened reporting, compliance, capital and margin reqnirements. The CFTC's refusal 
to exempt entities which are classified as a swap dealer in one asset class from being 
classified as a swap dealer in all asset classes means that a fmn which was acting in full 
compliance with the law prior to the Dodd-Frank bill must now incur the cost of reviewing 
its business model and adopting all the changes (legal and otherwise) to return to 



Commodity Markets Council 
Page 3 of5 

compliance. This will drain capital that could have gone to job growth and business 
development. 

b. Swap Dealer Definition Fails To Account For Safeguards Already In Place 
CMC supports the Commission in its mission to curb systemically risky institutions and 
instruments; however, we asked the CFTC to use caution in drafting definitions so broad 
as to impede the creation and flow of capital and liquidity in the financial markets. 

For example, cleared over-the-counter (OTC) swaps are already subject to exchange rules 
of credit assessment and margining. Moreover, clearing members of the exchanges are 
subject to a thorough credit analysis and required to provide regular financial reporting. 
These clearing members in tum require a margin and credit analysis of their customers. 
Entities that exclusively trade exchange-cleared swaps mark their positions to market and 
are assessed a daily margin. The clearing house also verifies the provision and 
maintenance of adequate liquidity buffers to cover extreme markets swings. 

CMC recommended to the Commission that entities that only trade exchange-cleared 
swaps should be exempt from the Swap Dealer definition. This would ensure that 
commercial end users continue to utilize deep OTC markets with adequate liquidity to 
effectively hedge their risks. We are concerned increased capital and margining 
requirements will correspondingly increase the cost of compliance and opportunity cost of 
capital for entities which only trade exchange-cleared OTC swaps. These costs could 
result in finns ceasing or reducing their use of such instruments which would decrease the 
liquidity of currently robust markets. 

3. The CFTC Is Using This Opportunity To Implement Overly Prescriptive Regulations & To Go 
Beyond The Act's Requirements 
We are concerned and disappointed the CFTC is using the Dodd-Frank legislation to not only 
implement a regulatory regime for unregulated OTC trading, but as an opportunity to propose 
unnecessary and extremely prescriptive regulations on already regulated derivative markets. 
These markets were not the cause of the 2008 financial crisis. In fact, these regulated markets 
operated exemplary under extreme market volatility and pressures. TIlis abmpt shift away from 
principles-based to prescriptive regulation will not serve the industry in competing globally for 
market share and liquidity and could impact jobs and growth going forward. 

a. The Commission Has Not Provided Empirical Evidence Necessitating The Imposition Of 
Speculative Position Limits 
CMC believes Congress authorized' the Commission to set position limits only in the 
limited circumstances where excessive speculation has resulted in unwarranted price 
fluctuations. A review of the empirical evidence from multiple studies' shows supply and 
demand fundamentals and other macroeconomic factors, not speculation, proved to be the 

. most significant factors driving the markets. . 

Against this background, CMC requested the Commission conduct a thorough empirical 
analysis of pricing and market data before it imposes any position limits on futures, 

1 Section 4(a) of the Commodities Exchange Act, flS amended by the Dodd-Frank Act, makes clear the Commission's authority to 
set position limits is designed not to restrict speculation, but to prevent "unwarranted and unreasonable fluctuations resulting from 
excessive speculation .. ,", Moreover, the statute mandates that before position limits are imposed, the Commission must find (1) that 
there has been "excessive speculation" and (2) that the excessive speculation has resulted in "unwarranted and unreasonable price 
fluctuations." 

Z See, e.g" CFTC Interagency Task Force on Commodity Markets. Interim Report on Crude Oil at 3-4 (July 22, 2008); Michael 
Haigh et aI., Market Growth, Trader Participation and Pricing in Energy Futures Markets (Feb. 7, 2007) and GAO-09-285R, Issues 
Involving the Use of the Futures Markets to Invest in Commodity Indexes at 5 (Jan, 30, 2009). 
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options or swaps contracts in exempt or agricultural commodities. CMC believes this is a 
subject best left to futures exchanges to address through existing market surveillance 
programs on a contract by contract basis. Exchanges have developed an expertise in 
maintaining orderly markets, including setting appropriate reportable levels, position 
limits and accountability levels relative to energy, metal and agricultural markets. This 
system provides the flexibility necessmy to prevent excessive speculation while 
preserving transparent and liquid markets. 

CMC believes this flexible regulatory approach is a more effective way to address 
potentially manipulative and disruptive positions. Indeed, the failure of any empirical 
studies to identify unwarranted price fluctuations due to excessive speculation suggests 
these programs have been successful in promoting market stability and avoiding 
unwarranted disruptions. Imposing artificial position limits in this context could harm 
market liquidity. 

If the Commission makes the necessary findings supported by demonstrable evidentiary 
data, CMC urged the Commission to proceed cautiously mld judiciously in setting limits 
for given futures, options or swaps. The new Dodd-Frank amendments contain various 
and somewhat confusing timing requirements for the exercise of the Commission's 
authority in this area, but they all vest the Commission with discretion, premised upon the 
necessary findings, to establish limits "as appropriate." Thus, the Act contains an element 
of flexibility so the Commission need not act nntil it deems position limits in a given area 
are "appropriate." 

It is also important to note that CMC is concerned with reports that the Commission may 
set concentration limits on !!lLmarket participants. Such limits, which would apply to 
bona fide hedgers, would cap the position of market participants at a certain percentage of 
. the open interest of the spot month and all months combined. If such a proposal 
materializes it would apply to bona fide hedgers in direct contradiction to the law. 

b. Sophisticated Market Participants Are Required To Provide Detailed Disclosures. 
Increasing The Cost Of Trading 
The Commission's proposed rules require Swap Dealers and Major Swap Participants 
(MSP) to verify that a counterparty is an Eligible Contract Participant (ECP), to provide 
detailed disclosures of the risks in the trades and to provide daily mark-to-market 
quotations. While this may not be an overly onerous requirement for the Swap Dealer or 
MSP, the costs incurred by the counterparties in meeting these requirements will increase 
the cost of trading. 

c. FCM Investment Restrictions May Lead To Increased Customer Costs 
For Futures Commission Merchants (FCMs), the CFTC recently issued proposed rules 
limiting the Idnd of investments that can be used in connection with customer fnnds. By 
severely restricting customer fund investment to very low risk instruments, FCMs may be 
forced to find return elsewhere, including increasing customer costs. 

CMC is a long-standing proponent of integrity and transparency in U.S. futures markets. We support the effort both 
by lawmakers and the CFTC to curb systemically risky institutions mld instruments. The businesses of all our 
member fiffils depend upon the efficient and competitive functioning of the risk management products traded on U.S. 
futures exchanges. The Commission's diligent oversight efforts have fostered Exchange innovation and technOlogy 
adoption. We have seen the commodity markets grow and prosper. They have become deeper and more liquid, 
nmTowing bid/ask spreads and improving hedging effectiveness and price discovery. Meanwhile, liquidity, 
technology, clearing quality, price and customer service has driven market selection. All of these developments serve 
the interests of the trade as well as the public. 
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One of the economic benefits of efficient commodity markets is that they free up capital allowing businesses to invest 
and grow. Compelling businesses to comply with unnecessary or hastily drafted rules will divert resources away 
from job growth and bnsiness development. In a global marketplace, CMC has seen businesses seek out the liqnidity 
of US commodity markets. To ensure that this continues, we believe it is imperative the rulemaking process of the 
Dodd-Frank Act take into account the unique nature and outstanding track record of US exchanges. 

CMC thanks you for Il,e opportunity to share our thonghts, and we look forward to meeting with you, your colleagues 
on the committee and your staff in the near future. If you have any questions or would like todiscuss further, please 
do not hesitate to contact me via email at christine.cochran@commoditymkts.org 01' via phone at (202) 842-0400 -
ext. 101. 

Regards, 

Christine M. Cochran 
President 
Commodity Markets COffilcil 

Attachments: 
For your records, we are inclnding CMC's recent public record filings wiili the CFTC 
Ag swaps coalition letter 
CMC letter on agricnltural swaps 
CMC letter on Carbon Study 
CMC letter on ag commodity definition 
CMC letter on Title VII definitions 
CMC letter on disruptive trade practice 
CMC letter on market manipulation 
CMC pre-comment letter on speculative position limits 



October 28,2010 

David A. Stawick 
Secretary 
Commodity Futures Trading Commission 
Three Lafayette Centre 
1155 21st Street, NW 
Washington, DC 20581 

RE: Advanced Notice of Proposed Rulemaking and Request For Public Comment on 
Agricultural Swaps (Federal Register Release 75 FR 59666) 

Deal'Mr. Stawick, 

In response to the Commodity Futures Trading Commission's (CFTC or Commission) presentation 
before the Agriculture Advisory Committee in August on agricultural swaps and in response to the 
advanced notice of proposed rulemaking, we would like submit the following comments for your 
consideration. . 

We, the undersigned organizations, represent end-users of all U.s. futures markets. TI,e members of our 
respective organizations trade regularly on the Chicago Board of Trade, Chicago Mercantile Exchange, 

. ICE Futures US, Kansas City Board of Trade, Minneapolis Grain Exchange, and New York Mercantile 
Exchange. 

Ag swaps are used, to varying degrees, by our members because they provide a targeted, customized, 
cost-effective, and efficient risk management strategy. They offer contract characteristics outside of what 
is generally available on regulated futures markets. These products are not used to replace regulated 
exchange-traded contracts. Rather, they complement exchange products and enhance the overall offering 
of tools available to market users to satisfy their specific risk management needs. In a world with 
increasing inherent volatility, the need for risk management instruments has never been greater. 

We urge the Commission to treat swaps for all commodities harmoniously. We believe the 
comprehensive regulation of swaps should not be based on distinctions among commodity types. The 
generally applicable protections under the Dodd-Frank Bill- such as reporting, mandatory clearing, 
mandatory trading of standardized swaps, minimum capital requirements, and the CFTC's authority to 
impose position limits, determine which swaps are subject to clearing and trading and to exercise 
emergency powers - will protect ag swaps from fraud and manipulation. 

We look forward to working with the Commission, the commodities industry (including both hedgers and 
speculators), and the U.S. futures exchanges to find ways to accOlmnodate the demand for better risk 
instruments - including customized products like swaps. 

Sincerely, 

American Farm Bureau Federation 
American Soybean Association 
Commodity Markets Council 
National Association of Wheat Growers 
National Cattlemen's Beef Association 
National Corn Growers Association 
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December 17, 2010 

David Stawick 
Secretary 
Commodity Futures Trading Commission 
Three Lafayette Centre 
1155 21st Street, NW 
Washington, DC 20581 

Commodity Markets Council 
1300 L St., N.W.Sulte 1020 
Washington, DC 20005 
Tel 202-842-0400 
Fax 202-789-7223 
www,cmcmarkets.org 

RE: 75 FR 72816, Public Input for the Study Regarding the Oversight of Existing and Prospective 
Carbon Markets 

Dear Mr. Stawick: 

The Commodity Markets Conncil ("CMC") appreciates the opportunity to submit the following comments for 
consideration by the Commodity Futures Trading Commission ("CFTC" or "Connnission") regarding the 
congressionally mandated study of the oversight of existing and prospective carbon markets as set out in the 
November 23,2010 Federal Regisier. 

CMC is a trade association bringing together exchanges and their industry counterparts. The activities of our 
members represent the complete spectrum of commercial users of all futures markets including energy and 
agriculture. Specifically, our industry member finns are regular users of the Chicago Board of Trade, Chicago 
Mercantile Exchange, ICE Futures US, Kansas City Board of Trade, Minneapolis Grain Exchange and the New 
York Mercantile Exchange. CMC is nniquely positioned to provide the consensus views of commercial and end 
users of derivatives. Our comments represent the collective view ofCMC members. 

The businesses of all our member firms depend upon the efficient and competitive functioning of the risk 
management products traded on U.S. futures exchanges. Through the Commission's diligent oversight efforts 
fostering Exchange innovation and technology adoption, we have seen the commodity markets grow and prosper. 
Carbon markets offer similar opportnnities for growth and innovation. Moving forward, we see trading 
greenhouse gas allowances as part of a market participant's overall energy portfolio - with the products trading 
much the same way energy products trade today. As such, we believe the CFTC is well-positioned to draw on its 
experience to regulate the carbon market. 

The CMC's select responses to the specific questions asked in the Federal Register are as follows: 

2. What are the basic economic features that might be incorporated in a carbon market that would have an effect 
on·market oversight provisions-e.g., tl,e basic characteristics of allowances, frequency of allocations and 
compliance obligations, banking of allowances, borrowing of allowances, cost containment mechanisms, etc.? 

RESPONSE: There are several critical aspects to well-funetioning carbon markets. Any strueture must 
have well established clear rules for the approval and issuance of offset credits eligible in the United 
States. There must also be a timely process for approval to accompany these rules. The U.S. allowanee 
and offset eredit market should ideally be fungible with the existing global market and therefore the U.S. 
registry must be linked to other international registries issuing and housing eredits. The unique nature of 
global carbon markets may require novel approaches to addressing liquidity considerations. It may be 
appropriate to consider thc establishmcnt of a central carbon bank holding a dermed reserve of permits 
for use in strictly defined circumstances. 
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3. Do the regulatory objectives differ with respect to the oversight of spot market trading of carbon allowances 
compated to the oversight of derivatives market trading in these instruments? If so, explain further. 

RESPONSE: No. 

4. Are additional statutory provisions necessary to achieve the desired regulatory objectives for carbon markets 
beyond those provided in the Commodity Exchange Act, as amended by the Dodd-Frank Act, or other federal 
acts that may be applicable to the trading of carbon allowances? 

RESPONSE: Only to the extent the previously described issues in Question 2 would require statutory 
changes. 

5. What regulatory methods or tools would be appropriate to achieve the desired regulatory objectives? 

RESPONSE: The current tools embedded in the Commodity Exchange Act should be sufficient. 

6. What types of data or information should be required of market participants in order to allow adequate 
oversight of a carbon market? Should reporting requirements differ for separate types of market participants? 

RESPONSE: Compliance participants in the market should be subject to public reporting of measured 
emissions each year, allocation of free permits from the issuing body and expeeted emission reduction 
targets. Financial investors should be subject to normal regulatory disclosures. 

7. To what extent is it desirable or not desirable to have a unified regulatory oversight program that would 
oversee activity in both the secondary carbon market and in the derivatives markets? 

RESPONSE: It is extremely desirable to have a unified body in order to avoid conflicting or unclear 
regulatory overlap. 

8. To what extent, if any, and how should a U.S. regulatory program' interact with the regulatory programs of 
carbon markets in foreign jurisdictions? 

RESPONSE: Global carbon markets tend to be guided by the decisions of governments about the 
quantity and quality of eligible offsets. In the short term, it seems the United States or market sponsors 
need to make similar decisions, as well as what off-shore offsets will qualify. All this speaks to the 
previously mentioned need to link U.S. registries with other international registries, creating a fungible 
commodity. Longer term, the U.S. market should be part of a global market of shared allowances and 
regulatory structures should engage internationally, as necessary and appropriate. 

The CMC thanks the Commission for the opportunity to present its views on this most important subject. If you 
have any questions or would like to discuss further, please do not hesitate to contact me via email at 
christinc.cochran@commoditymkts.org or via phone at (202) 842-0400 - ext. 101. Thank you in anticipation of 
your attention to these comments. 

Regards, 

~d9---
Christine M. Cochran 
President 
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November 24, 2010 

Mr. David A. Stawick 
Secretary 
U. S. Commodity Futures Trading COlmnission 
Three Lafayette Centre 
115521" Street, NW 
Washington, DC 

Commodity Markets Council 
1300 L StLN.W. Suite 1020 
Washington, DC 20005 
Tel 202·842·0400 
Fax 202·789·7223 
www,cmcmarkets.org 

Re: Agricultural Swaps ANPRM; Agricultural Commodity Definition (RIN 3038 - AD21) 

Dear Mr. Stawick, 

The Commodity Markets Council ("CMC") appreciates the opportunity to comment during the process of rule making by 
the Commodity Futures Trading Commission ("CFTC" or "Commission") in response to the Dodd-Frank Wall Street 
Reform and Consumer Protection Act ("Act"). 

CMC is a trade association bringing together exchanges with their industry counterparts. The activities of our members 
represent the complete spectrwn of commercial users of all futures markets including agriculture. Specifically, our 
industry mem.ber finns are regular users of the Chicago Board of Trade, Chicago Mercantile Exchange, ICE Futures US, 
Kansas City Board of Trade, Minneapolis Grain Exchange, and the New York Mercantile Exchange. CMC is uniquely 
positioned to provide the consensus vi~ws uf commercial end-users of derivatives exchatlges and the exchange markets. 
Our comments below represent the collective view ofCMC members. 

CMC is supportive of the Commission's efforts to define an "agricultural commodity", and of the four categories of 
agricultural commodities spelled out by the CFTC in its proposed rule issued on October 26, 2010. We agree with the 
CFTC's classification of agricultural commodities based on their enumeration and the primary purpose for which they 
are used. We also support the inclusion in their own separate category of other commodities that are widely accepted as 
being agricultural in nature, but that do not fit neatly into any other category based on the parameters described above. 
Finally, we support the delineation of commodity-based contracts in the final category as listed by the Commission, 
pursuant to whether such contracts are based principally 01' wholly on a single underlying agricultural commodity. 

However, because defining agricultural commodities is a new endeavor for the CFTC, the CMC believes it would be 
prudent to guard against the consequences that may result from the inclusion or exclusion of specific commodities in / 
from the definition. The futures industry is innovative and rapidly evolving, and as such, we believe that neither 
regulators nor market participants can entirely and accurately foresee the nature of new products and the future impact of 
regulatory decisions made at this time without anticipation of such developments. 

We therefore urge the Commission to provide for an appeals process for new instruments. To elaborate, we request that 
a consistent process and time period be instated for appealing a CFTC decision to include or exclude a particular 
cOlmllodity from the list of agricultural commodities. We acknowledge that the CFTC in its ANPRM has made a 
provision for public hearings for Category 3 agricultural commodities, but we request that a process for public 
comments and appeals be made broadly available in the context of including or excluding an agricultural commodity 
under any category of the definition. 



If you have any questions or would like to discuss further, please do not hesitate to contact me via email at 
christine.cochran@commoditymkts.org or via phone at (202) 842-0400 - ext. 101. Thank you in anticipation of your 
attention to these comments. 

Regards, 

CHRISTINE M. COCHRAN 
President 
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Mr. David A. Stawick 
Secretary 
U. S. Commodity Futures Trading Commission 
Three Lafayette Centre 
115521" Street, NW 
Washington, DC 

Commodity Markets Counci! 
1300 L St., N.W. SUite 1020 
Was_h_ingtont _ DC 20005 _ 
Tel 202-842-0400 
Fax 202-789-7223 
www.cmcmarkets.org 

Re: Advanced Notice of Proposed Rulemaking and Request For Public Comment on 
Agricultural Swaps (Federal RegisterRelease 75 FR 59666) 

Dear Mr. Stawick, 

The Commodity Markets Council ("CMC") appreciates the opportunity to comment during the process of 
rulemalcing by the Commodity Futures Trading Commission ("CFTC" or "Commission") in response to 
the Dodd-Frank Wall Street Refonn and Consumer Protection Act ("Act"). 

CMC is a trade association bringing together exchanges with their industry counterparts. The activities of 
our members represent the complete spectrum of commercial users of all futures markets including 
agriculture. Specifically, our industry member firms are regular users of the Chicago Board of Trade, 
Chicago Mercantile Exchange, ICE Futures US, Kansas City Board of Trade, Minneapolis Grain 
Exchange, and the New York Mercantile Exchange. CMC is uniquely positioned to provide the consensus 
views of commercial end-users of derivatives exchanges and the exchange markets. Our comments below 
represent the collective view of CMC members. 

Agricultural swaps are used, to varying degrees, by our members because they provide a targeted, 
customized, cost-effective and efficient risk management strategy. They offer contract characteristics 
outside of what is generally available on regulated futures markets. These products are not used to replace 
regulated exchange-traded contnicts. Rather, they complement exchange products and enhance the overall 
offering of tools available to market users to satisfy their specific risk management needs. In a world with 
increasing inherent volatility, the need for risk management instruments has never been greater. 

Harmonious Treatment of Agricultural Swaps Is in the Public Intercst 

As Senators Dodd and Lincoln stated in their June 30, 2010 letter to Representatives Frank and Peterson, 
"derivatives are an important tool businesses use to manage costs and market volatility," regardless of 
whether they are used by an airline hedging its fuel costs or a global manufacturing company hedging 
interest rate risk. Accordingly, we urge the Commission to treat swaps for all commodities harmoniously. 
We believe the comprehensive regulation of swaps should not be based on distinctions among commodity 
types. TI,e generally applicable protections under the Act - such as reporting, mandatory clearing, 
mandatory trading of standardized swaps, minimum capital requirements, and the CFTC's authority to 
impose position limits, determine which swaps are subject to clearing and trading, and to exercise 
emergency powers - will protect agricultural swaps from fraud and manipulation. 
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While we encourage the Commission to set the same requirements for eligible contract participants 
("ECP") across all asset classes, we believe there should be no ECP requirement for agricultural swaps 
traded on a designated conh'act market ("OCM"). 

Historically, the Commission and lawmakers subjected agricultural commodities to a greater degree of 
regulation and oversight as part of a policy to protect producers. We believe the protection already 
embedded in the Act will provide the necessary safeguards for producers and other market participants. 
For example, if neither party to a swap agreement was an end-user, the Act requires the transaction to be 
traded on a OCM or swaps execution facility. Such transactions must be cleared. If an entity is trading as 
an end-user, the Act already requires the entity to be an ECP. In either situation, we believe these 
safeguards are in the public interest. 

Moreover, these protections embedded in the Act could be averted if the Commission were to maintain 
the current regulatory structure for agricultural swaps under Part 35. For example, an agricultural swap 
entered into under the existing Part 35 regulations would be excluded from the clearing and exchange­
trading requirements of the Act. This loophole would also allow such participants to evade the swap 
dealer and major swap participant regulations. 

Cash Forward Contracts With Embedded Options and Certain Cash Transaction Book-onts 
Should Not be Treated as "Swaps" 

While recognizing these trades are different, CMC believes embedded options in forward contracts and, 
separately, book-outs from certain cash transactions should not be treated as swaps. Each of these markets 
has been historically recognized by the Commission as cash and we merely seek confinnation of this from 
the CFTC as the proposed rules affecting agricultural transactions move forward. Regardless of whether 
these trades are made with producers or are between commercial entities, so long as the parties to the 
transaction have the intention of physical delivery, they should continue to be treated as cash and not 
become subject to regulation as a swap. CMC believes these transactions are significant to·the agricultural 
cash market; any change in the characterization would reduce cash contract opportunities for producers 
and disrupt export markets in bulk agricultural commodities. . 

From a producer perspective, treating embedded options as swaps would deny them access to cash 
contracts that allow them inlproved pricing opportunities. These contracts require delivery, but hold open 
final pricing until the producer sets his basis under the terms of the contract. The CMC requests the 
Commission to reaffirm its position that these transactions fit within the exclusion for cash forward 
transactions under the Act. 

Similarly, if book-outs are treated as swaps, CMC believes it could hinder the net settlement of physical 
transactions and place the Commission in the position of regulating what is, in fact, a vibrant piece of the 
cash market between commercial participants. Senators Dodd and Lincoln in their letter to the CFTC 
expressly excluded from the definition of swaps the situation where "commercial parties agree to book­
out their physical delivery obligations lmder a forward contract." Accordingly, CMC respectfully urges 
the Commission to grant an exclusion from rules regulating agricultural swaps for book-outs, so long as 
such transactions are intended to be physically settled. 

Because of the importance of this distinction to the agricultural industry, CMC requests the CFTC 
expressly state in itsrulemaking that embedded options in forward contracts and book'outs are not swaps 
and therefore will not be regulated as such. 

Below are CMC's answers to the Commission's specific questions. 
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1. How big is the current agricultural swaps business-'-including both agricultural swaps trading 
under current part 35 and A TOs under §§ 32.4 and 32.13(g) of the Commission's regulations? 

Unlike other forms of swaps, agricultural swaps markets are not as fully developed; however, we 
believe they are robust and, as we discussed above, serve an important function for the industry. 
Until the industly has in place repotting requirements, it is difficult to estimate the size of the 
agricultural swaps market. 

2. What types of entities are participating in the current agricultural swaps business? 

We believe the participants in the agricultural swaps markets are very similar to those using 
futures and options for risk management. These include grain trading and processing finns, 
elevator operators, energy companies, swaps dealers, proprietary trading finns, and others. 

3. Are agricultural swapS/ATO participants significantly different than the types of entities 
participating in other physical commodity swaps/trade options? 

CMC believes the participants in the agricultural swaps and agricultural trade options (ATOs) 
markets are not significantly different from the entities participating in the market for other 
physical commodity swaps/trade options. Similar to our answer to question 2, we believe market 
participants use agricultural swaps and ATOs in the same way users of other physical commodity 
swaps/trade options use those products. 

Agricultural Swaps Clearing 
4. What percentage of existing agricultural swaps trading is cleared vs. non-cl"ared? 

Until the industJy has in place reporting requirements, it is difficult to estimate the size of ti,e 
agricultural swaps market. 

5. What percentage of existing agricultural swaps would be eligible for the commercial end-user 
exemption from the mandatory clearing requirement? 

Based on our understanding of the end-user exemption and the composition of market 
participants, we believe most users of commodity index swaps would not qualify for the 
commercial end user exemption. However, based on a survey of our membership, we believe that 
many users of individual commodity swaps such as grain traders and processors, energy 
companies, and elevator operators likely would qualify for the end-user exemption. 

A definitive answer to tI,is question - and several otl,er similar questions asked by the 
Commission - would depend fundamentally on how the CFTC defines a "swap". If embedded 
options in a physical contract or book-outs are defined as "swaps", tI,en the percentage would be 
higher. As stated above, the CMC believes that such transactions should not be defmed as swaps, 
as the core business models of several companies that currently engage productively in the 
commodities markets would be dramatically and adversely impacted. 

The CMC strongly supports the CFTC's efforts to bring more transparency to the markets, but 
respectfully cautions that a "swaps" definition that is overly broad and captures too many 
transactions would be economically detrimental to the markets and market participants, including 
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commercial end users. A practical example of such a detrimental effect would he the widening of 
hid-ask spreads from the current 2-3 cents to 30-40 cents in most agricultural commodities. This 
would result in the drying up of liquidity. 

6. What percentage of trading would be subject to the Dodd-Frank clearing requirement, if that 
requirement applied automatically to agricultural swaps (other than those eligible for the 
commercial end-user exemption)? 

Unless the Commission retained the existing regulations under Part 35, as we discussed ahove, 
our helief is the majority of agricultural swaps currently being traded would be subject to the 
clearing requirement. 

7. What would be the practical and economic effect of a rule requiring agricultural swaps 
transactions (other than those eligible for the commercial end-user exemption) generally to be 

. cleared? The Commission is interested in the views of agricultural swaps market participants 
(both users and swap dealers). regarding a potential clearing requirement for agricultural 
swaps. 

CMC anticipates the practical and economic effects of mandatory clearing for agricultural swaps 
to be both positive and negative. Positively, we expect to see a reduction of systemic risk by 
mutualizing risk in the central counterparty clearing system. We also believe resources will be 
more efficiently allocated with a reduced need to evaluate creditworthiness of counterparties and 
improved market liquidity by reducing concern over counterparty credit risk. 

While we expect to see these very strong positives from mandated clearing, we also anticipate 
negative effects as well. For example, we expect to see an increase in the number and use of more 
standardized transactions. Correspondingly, we believe there will be a loss of innovation as 
customers lose the benefit of tailored risk management tools. We also anticipate increased costs 
from the capital and margin requirements for clearing. Exchanges have proven their efficiency at 
setting margins on standard contracts, but, histurically, they have not had the necessary 
experience to effectively establish margin for bilateral transactions. 

8. What would be the practical and economic effect of requiring agricultural swaps to be cleared 
under the Dodd-Frank clearing regime? 

See our answers above. 

Trading 
9. Have current agricultural swapsiATO participants experienced any 'significant trading 

problems, including: 

(a) economic problems (i.e., contracts not providing an effective hedging mechanism, or 
otherwise not performing as expected); 

(b) fraud or other types of abuse; or 
(c) difficUlty gaining access to the agricultural swaps market? 

We are not aware of any trading prOblems; however, we believe participants in ATO markets 
have been extremely limited due to the complicated process for complying Witll ATO rules. 
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Access to calendar swaps for corn, wheat and soybeans was enhanced following CFTC approval 
of CME Group's 4c and 4d petitions for these products, as was access to the swaps on soft 
commodities and wheat offered by ICE Clearing U.S. and KCBT Clearing, which allowed them 
to be offered to eligible contract participants. 

Agricultural Swaps Purchasers 
10. Do agricultural swapS/ATO purchasers need more protections than participants in other 

physical commodity swaps/trade options? 

As we explained above, we do not believe agricultural swapslATO purchasers need more 
protections than participants in other physical conunodity swaps or trade options. 

11. Ifso, why, and what should those protections be? 

See our answer to question 10. 

12. Would additional protections for agricultural swaps purchasers unduly restrict their risk 
management opportunities? 

Yes. Additional protections for agricultural swaps purchasers likely would restrict their risk 
management opportunities. Requiring additional protection for agricultural swaps purchasers may 
increase the costs associated with entering such swaps and decrease the liquidity of the 
agricultural swap market. CMC believes that the Act offers ample protections for all swap market 
participants and there is no reason to extend additional protections to purchasers of agricultural 
swaps. 

13. Should the Commission consider rules to make it easier for agricultural producers to 
participate in agricultural swaps-for example, by allowing producers who do not qualify as 
ECPs to purchase agricultural swaps? 

As stated above, we encourage the Commission to set the same requirements for ECPs across all 
asset classes; however, we encourage the CFTC to allow non-ECP market participants to continue 
to trade in agricultural swaps on DCMs. Market participants should have the same ability to 
engage in agricultural swaps as they do other swaps. 

CMC would recommend against allowing non-ECPs to engage in OTC agricultural swaps. 
Because agricultural swap participants and instruments are similar to other asset classes, the rules 
and regulations that apply to agricultural swaps should be the same as those that apply to other 
swaps. While we see no reason to restrict trading in agricultural swaps any more than for other 
swaps, we also do not believe there is any reason to expand it beyond the boundaries outlined in 
the Commodity Exchange Act or the Dodd-Frank Act. 

Designated Contract Markets 
14. Should agricultural swaps transactions be permitted to trade on DCMs to the same extent as all 

other swaps are permitted on DCMs? 

Yes, CMC believes that the rules and regulations applicable to non-agricultural swaps should 
apply with equal force to agricultural swaps, including rules with tespect to trading on DCMs. 
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Market participants use agricultural swaps for the same purposes as other swaps, i.e. hedging and 
speculation. DCMs are already subject to comprehensive regulation by the CFTC and this 
regulation offers a suitable level of protection for those market participants who choose to trade 
swaps on DCMs. Furthermore, permitting agricultural swaps to trade on DCMs would increase 
market transparency. 

16. lfno, what other requirements, conditions or limitations should apply? 

CMC believes no other requirements, conditions or limitations should apply. 

Swap Execution Facilities 
17. Shoultl agricultural swaps transactions be permitted on SEFs to the same extent as all other 

swaps are permitted to transact on SEFs? 

Yes, CMC believes that the rules and regulations applicable to non-agricultural swaps should 
apply with equal force to agricultural swaps, including rules with respect to trading on SEFs. 

18. [Iyes, why? 

ECPs use agricultural swaps for the same purposes as other swaps, i.e., hedging and speculation, 
and should have the same tools available for all physical commodity swaps, whether agricultural 
commodities or not. 

19. lfno, what other requirements, conditions or limitations should apply? 

CMC believes no other requirements, conditions or limitations should apply. 

Trading Outside ofDCMs and SEFs 
20. Should agricultural swaps be permitted to trade outside 01 a DCM or SEF to the same extent as 

all other swajJs? 

Yes, CMC believes that the rules and regulations applicable to non-agricultural swaps should 
apply with equal force to agricultural swaps, including rules with respect to trading in the OTC 
market. 

21. [Iyes, why? 

Under the Act, only ECPs may transact swaps in the OTC market and most standardized swaps 
must be cleared and exchange-traded. ECPs can evaluate and manage appropriately the risks 
associated with OTC swaps and the Commission should not restrict their ability to enter 
agricultural swaps. 

Moreover, market participants use agricultural swaps for the salDe purposes that they use other 
swaps and we are aware of no specific evidence that indicates users of these swaps need more (or 
fewer) protections than the users of other swaps. 

Over the past decade, the various agricultural constituencies have come to rely more on OTC 
agricultural products and the technologies that facilitate trading in these products. We have also. 
seen the development of a core group of commercial firms who have demonstrated experience in 
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serving as dealers in the aTC market f01: agricultural swaps. The Commission should allow the 
aTC agricultural swap market to develop and evolve naturally without hindering the creation of 
liquidity, just as in the cases of aTC market for other commodities. 

22. Ifno, what other requirements, conditions or limitations should apply? 

CMC believes no other requirements, conditions or limitations should apply. 

23, Shoultl agricultural swaps be permiUed to trade outside of a DCM 0/' SEF to a different extent 
than other swaps due to the nature of the products ant/lor participants in the agricultural 
swaps market? 

No. CMC believes that agricultural swaps should be permitted to trade outside of a OCM or SEF 
to the same extent as other swaps. 

24. In general, should agricultural swaps be treated like all other physical commodity swaps under 
Dodd-Frank? 

Yes, agricultural swap should be treated like all other physical commodity swaps under the Act. 

25. If yes, why? 

The Act establishes a comprehensive regulatory scheme that both promotes the stability of the 
U.S. financial system and provides protections for individual market participants. We are aware 
of no difference between agricultural swaps and swaps in other physical commodities that would 
require different treatment for agricultural swaps. Moreover, treating agricultural swaps just like 
all other physical commodity swaps would enhance depth and liquidity in the markets. 

26. If no, are there any additional requirements, conditions or limitations not already discussed in 
other answers that should apply? 

CMC believes no other requirements, conditions or limitations should apply. 

27. If agricultural swaps are generally treated like swaps in other physical commodities, are there 
specific agricultural commodities that would require special or different protections? 

As stated above, CMC believes agricultural swaps should be treated identically with other swaps. 
There are no specific agricultural commodities that would require special or differen! protections. 

If you have any questions or would like to discuss further, please do not hesitate to contact me via email 
at christine.coc!u·an@commoditymkts.org or via phone at (202) 842-0400 - ext. 101. Thank you in 
anticipation of your attention to these comments. 

Sincerely, 

Christine M. Cochran 
President 
Commodity Markets Council 
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RE: Advanced Notice of Proposed Rulemaking On Disruptive Trading Practices 
RIN No. 3038-AD4 

Dear Mr. Stawick: 

Commodity Markets Council ("CMC"), on behalf of its many members, welcomes the opportunity to submit the 
following comments to the Commodity Futures Trading Commission ("CFTC" or "Commission") regarding its 
Advance Notice of Proposed Rulemaking ("ANPR") with respect to Section 747 of the Dodd-Frank Wall Street 
Reform and Consumer Protection Act ("Dodd-Frank"), Antidisruptive Trading Practices. 

The new rules outlined in the Dodd-Frank Act are intended to protect fair and equitable trading; however, CMC is 
concerned the statutory language is overly broad and if not implemented with precision could discourage market 
participation. This fear was voiced by CMC and other industry groups althe CFTC roundtable on this topic and 
we urge the Commission to strongly weigh it when drafting rules. There are three principles CMC would like to 
see the CFTC follow in any future rulemaking: 

I. The statutory language is vague and all implementing rules should provide precision and clarity in 
order to facilitate legitimate trading activity. 

2. Definitions of key terms need to be precisely crafted and the scope of application narrow. 

3. The standard applied to "disruptive trade practices" should be intentional, deliberate or extreme 
recklessness. 

CMC is a trade association bringing together exchanges and their industry counterparts. The activities of our 
members represent the complete spectnlln of commercial users of all futures markets including energy and 
agriculture. Specifically, our industry member firms are regular users of the Chicago Board of Trade, Chicago 
Mercantile Exchange, ICE Futures US, Kansas City Board of Trade, Minneapolis Grain Exchange and the New 
York Mercantile Exchange. CMC is lmiquely positioned to provide the consensus views of commercial and end 
users of derivatives. Our comments represent the collective view of CMC members. 

The businesses of all our member firms depend upon the efficient and competitive functioning of the risk 
management products traded on U.S. futures exchanges. Through the Commission's diligent oversight efforts that 
have fostered Exchange innovation and technology adoption, we have seen the commodity markets grow and 
prosper. They 'have become deeper and more liquid, narrowing bid/ask spreads and improving hedging 
effectiveness and price discovery. Meanwhile, liquidity, tcchnology, clearing quality, price and customer service 
have driven mm'ket selection. All ofthese developments serve the interests of the trade as well as the public. 
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A. Vague Statutory Language 

Section 747 of Dodd-Frank makes it unlawful for any person to engage in any trading practice or conduct subject 
to the rules of a registered entity that 

(a) "violates bids or offers", 

(b) "demonstrates intentional or reckless disregard for the orderly execution of transactions during the 
closing period," or 

(c) "is of the character of, or is commonly known as 'spoofing' (bidding or offering with the intent to 
cancel the bid or offer before execution.") 

CMC believes this language is far too broad and will encompass within its expansive anns otherwise legitimate 
trading practices and strategies. While the CMC shares Congress' goals of greater market transparency and 
preserved integrity, the vagueness of the language risks discouraging market participants from trading out of fear 
their actions may later be detennined illegal- with potentially severe consequences. 

Additiomilly, the section grants the CFTC rulemalcing authority to prohibit" ... any other trading practice that is 
disruptive of fair and equitable trading." CMC encourages the Commission to narrowly interpret and clarify this 
language. Arguably, it cedes legislative authority to the CFTC and raises serious constitutional issues regarding 
separation of powers. 

B. Definition aud Clarify Needed 

CMC wishes to add to the concerns we and other industry groups voiced at the Commission's recent roundtable as 
well as the rising chorus of industry participants who have decried the vagueness of the legislation's language and 
urges the CFTC to adopt regulations implementing Section 747 that provide clarity and precision in defining the 
proscribed conduct. Absent clearly defined standards of conduct, legitimate trading practices will be chilled, 
thereby affecting adversely the depth and liquidity of the futures and swaps markets. Congress could not have 
intended such a result. 

The statutory terms "violate bids and offers", "orderly execution of transactions during the closing period" and 
"spoofing" need clarity and precise definition. TI,ey can have multiple meanings fi'om one context to the next. For 
example, "violaie bid and offers" has most frequently been associated with the open outcry environment. It 
appears to have no application to the electronic trading world where matching algorithms preclude bids alld offers 
from being violated. CMC urges the COimnission to draft rules clarifying the language and limiting its application 
to open outcry venues alld only intentional or extremely reckless actions to violate bids and offers are prohibited. 

Similarly, CMC recommends the CFTC provide precise clarity on what is meant by orderly execution during the 
"closing period" and "spoofing." Market participants must be provided with specific standards to which to 
confonn their conduct. "Orderly execution", "closing period" and "spoofing" without precise definition are 
dangerously elastic terms. 

C. Only Intentional Conduct Proscribed 

With respect to the practices identified in (A) through (C) of Section 747, CMC believes it is imperative the 
Commission also make clear that no violation occurs unless the person acts intentionally, deliberately or with 
extreme recklessness. Extreme recklessness reqnires a showing either (1) that the alleged offender knew that the 
conduct was prohibited or (2) that the conduct was so obviously wrong that tl,e alleged offender must have known 
it was prohibited. Any lesser standard may ensnare inadvertent actions within the ambit of proscribed conduct, 
thereby chilling market participation and impairing liqnidity. 
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CMC urges the Commission, following extensive consultation with a broad spectrum of market participants, to 
promulgate specific "rules of the road" within each of the statutory categories. Anything less poses a threat to 
innocent traders and risks substantial harm to the markets. While the legislative goals are laudable, the means to 
achieve them must be fair and clear for all market participants. We believe doing so will serve the interests of the 
trade, lawmakers, regnlators and the general pnblic. 

The CMC thanks the Commission for the opportunity to present its views on this most important subject. If you 
have any questions or would like to discuss further, please do not hesitate to contact me via email at 
christine.cochran@cOlmnoditymkts.org or via phone at (202) 842-0400 - ext. 101. Thank you in anticipation of 
yom attention to these comments. 

Regards, 

~~ 
Christine M. Cochran 
President 
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RE: Notice of Proposed Rulemaking On Prohibition of Market Manipulation 
RIN No. 3038-ADZ 

Dear Mr. Stawick 

Commodity Markets Council eCMC"), on behalf of its many members, welcomes the invitation to submit the 
following comments to the Commodity Futures Trading Commission ("CFTC" or "Commission") Notice of 
Proposed Rulemaking ("NOPR") on prohibition of market manipulation. 

The CMC and its members at'e long-standing proponents of integrity and transparency in U.S. futures markets. 
The competitive strength and viability of our markets and their ability to serve the price discovery and risk 
management needs of their users, is directly dependent on these principles. Without public confidence in 
adherence to these values, there can be no effective atld efficient marketplace. 

It is equally important market participation does not become the unintended victim of overly broad and ill­
conceived efforts to promote market integrity. The CFTC's mission is two pronged. The Commission is tasked 
with protecting market users and tile public from fraud, manipulation and abusive practices, while at the same time, 
fostering open, competitive and financially sound markets. Poorly crafted legislative language designed to protect 
against fraud or deception may risk grave hann to the markets and fail to provide real protection for its 
participants. Absent well-defined rules tailored to the unique characteristics of the futures market, more hann than 
good may be done. 

CMC is a trade association bringing together exchanges and their industry counterparts. The activities of our 
members represent the complete spectrum of commercial users of all futures markets including energy and 
agriculture. Specifically, our industry member finns are regular users of ti,e Chicago Board of Trade, Chicago 
Mercantile Exchange, ICE Futmes US, Kansas City Board of Trade, Minneapolis Grain Exchange and the New 
York Mercantile Exchange. CMC is uniquely positioned to provide the consensus views of commercial and end 
users of derivatives. Our comments represent the collective view of CMC members. 

The businesses of all our member finns depend upon ti,e efficient and competitive functioning of the risk 
management products traded on U.S. futures exchanges. Through the COlmnission's diligent oversight efforts that 
have fostered Exchange innovation and tecbnology adoption, we have seen the commodity markets grow and 
prosper. They have become deeper and more liquid, narrowing bid/ask spreads and improving hedging 
effectiveness and price discovery. Meanwhile, liquidity, teclmology, cleat'ing quality, price and customer service 
have driven market selection. All of these developments serve the interests of the trade as well as the public. 
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Section 753(c)(I) seeks to proscribe fraud-based manipulative conduct. On its face, the provision borrows heavily 
from the experiences and language of securities' law regalation. Clear differences between the securities and 
futures markets render this approach dubious at best. The analogae of an issuer with fiduci'llY obligations is 
simply not present in the futures world. Insider trading rules have only a limited application in futures markets, 
and are usually restricted to exchange or government personnel and. infonnation. Duties of disclosure flowing from 
fiduciary relationships have no parallel in futures markets. The effort to borrow the experiences and rules of one 
market mld apply them to another that exists for different purposes and that functions in a different mmmer is 
inappropriate. CMC believes it will lead only to confusion ffild disruption. 

A. The Scienter Requirement 

At a minimum, CMC encourages the CFTC to set extreme recklessness, not mere recklessness or negligence, as the 
scienter standard under Il,e proposed rule. Announcing the proposed scienter stmldard " ... will be tailored to the 
facts and circmnstances of each case", as the NOPR does, provides no guidance at all. Ifthere is any place for 
application of the securities' law paradigm, it is found in its judicial precedent interpreting the intent-based scienter 

. requirement under SEC Rule IOb-5. 

B. The Need For Clarity 

The langaage of Section 753 is extremely broad. It needs precise regulatory definition so market users will have 
. adequate notice of what conduct is prohibited. The "I know it when I see it" approach is both constitutionally 
suspect under the due process clause and fails as a regalatory gaidepost. 

For example, the proscribed conduct in Section 753(a) mandates that it must be "in connection with any swap or 
contract of sale of any commodity in interstate commerce .... " The "in connection with" language is distinctly 
different than parallellangaage in other anti-fraud statutes or rules. In other similar rules, the wrongful conduct 
must occur in cormection with "the purchase or sale" of the product being regulated. 

As currently proposed, the Commission explains the "in connection with" nexus would be satisfied" ... whenever 
misstatements or other relevant conduct are made in a manner reasonably calculated to influence market 
participants." CMC believes this gaidance is far too broad to provide any meaningful direction. Moreover, we are 
concerned it is so broad that it may even capture casual statements about general conditions affecting markets, such 
as observations about weather, crop yields, or interest rate volatility. We urge the Commission to clarify its rule 
does not reach such conduct and that "in cOlmection with" must be tied to a specific market transaction (i.e., the 
purchase or sale of a swap or a futures contract). 

C. The Price Manipulation Test 

Pursuant to its general authority under Section 8(a)(5) of the Commodity Exchange Action ("CEA"), the 
Commission also is proposing a rule under the new Section 6(c)(3) of the CEA. TIle proposal merely repeats the 
langaage of Section 753(c)(3) making it "unlawful for any person to manipulate or attempt to manipul~te the price 
of any swap or any commodity in interstate commerce or for future delivery on or subject to the rules of mly 
registered entity." 

The CMC supports the Commission's reaffinned conunitment to the four-part test for price manipulation. It is 
consistent with established legal precedent witll which market participants are familiar. In Re Di Placido, 
2008WlA831204 (CFTC 208), aff'd in pertinent part, Di Placido v. Commodity Futures Trading Comm, 364 Fed 
Appx. 657,2009 WL 3326624 (2d Cir. 2009). Since Placido is good law, CMC recommends the Commission 
clarify Section 6(c)(3) does not confer any additional enforcement authority. 

Also, the CFTC's statement that the "conclusion that prices [are] affected by a factor not consistent with nonnal 
forces of snpply and demand will often follow inescapably from proof of actions of the alleged manipulator" is a 
misreading of judicial precedent like Di Placido. The Commission should make clear the proposed rule does not 
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create a presumption that a price is artificial merely because one or more isolated transactions are deemed 
uneconomic without proof of a specific intent to move prices. There are a variety of valid commercial reasons for 
engaging in transactions that may appear on the surface to lack economic rationale, but which are not intended to 
move prices, e.g., hedging during the closing period. TI,ese trading activities should be distinguished fTom the 
egregious conduct present in Di Placido and similar cases. The Commission's effort to avoid its burden ofpl'Oof of 
"artificial price" with the "inescapable conclusion" approach should be disavowed. 

The CMC thanks the COlmnission for the opportunity to present its views on this most important subject. [fyou 
have any questions or would like to discuss further, please do not hesitate to contact me via email at 
christine.cochran@commoditymkts.org or via phone at (202) 842-0400 - ext. 101. Thank you in anticipation of 
your attention to these comments. 

Christine M. Cochran 
President 
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Commodity Markets Council 
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The Commodity Markets Council ("CMC") appreciates the opportunity to submit the following comments for 
consideration by the Commodity Futures Trading Commission ("CFTC" or "COlmnission") in advance of its 
planned rulemaking on position limits for certain contracts in exempt and agricultural commodities. 

CMC is a trade association bringing together exchanges and their industry counterparts. The activities of our 
members represent the complete spectrum of commercial users of all futures markets including energy and 
agriculture. Specifically, our industry member firms are regular users ofthe Chicago Board of Trade, Chicago 
Mercantile Exchange, ICE Futures US, Kilnsas City Board of Trade, Minneapolis Grain Exchange and the New 
York Mercantile Exchange. CMC is uniquely positioned to provide the consen"u" views of commercial and end 
users of derivatives. Our comments represent the collective view of CMC members. 

The businesses of all our member firms depend upon the efficient and competitive functioning of the risk 
management products traded on U.S. futures exchanges. Through the Commission's diligent oversight efforts 
that have fostered Exchange innovation and teclmology adoption, we have seen the commodity markets grow 
and prosper. They have become deeper and more liquid, narrowing bid/ask spreads and improving hedging 
effectiveness and price discovery. Meanwhile, liquidity, technology, clearing quality, price and customer service 
have driven market selection. All of these developments serve the interests of the trade as well as the public. 

CMC supports the concept of position limits, whether set by an exchange or the CFTC, but only where such 
limits are necessary to prevent or diminish price distortions resulting from excessive speculation. In that 
circumstance, the price discovery and risk management functions of the market are disrupted and public 
confidence is undercut. 

CMC does not believe speculation is synonymous with manipulation or is it an inappropriate practice. As the 
Commission appreciates, speculation is essentiaL It provides liquidity and ensures the price discovery and risk 
management functions of the market are achieved. 

The CEA, as amended by the Dodd-Frank Wall Street Reform and Consumer Protection Act ("Dodd-Frank"), 
makes clear, the Commission's authority to set position limits is designed not to restrict speculation, but to 
prevent "unWillTanted and unreasonable fluctuations resulting from excessive speculation ... ". 
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Moreover, the statute mandates that before position limits are imposed, the Commission must find (1) that there 
has been "excessive speculation" and (2) that the excessive speculation has resuIted in "nnwarranted and 
unreasonable price fluctuations." CEA, Section4a(a)(l)1. Even the new subsection 4(a)(2) confirms that any 
position limits set thereunder must be established "[i]n accordance to the standards set forth in paragraph 1 of 
this subsection." 

CMC believes Congress authorized the Commission to set position limits only in the limited circumstances 
where excessive speculation has resulted in unwarranted price fluctuations. The statue does not grant a general 
authority to set position limits. 

There are some market participants that believe the activities of large speculators were solely to blame for the 
mn-up in commodity prices in 2007 and 2008. However, the experience of many of our members and a review 
of the empirical evidence does not support the view that speculation was the sole or even primary reason for 
price volatility in the market. Instead, most economists conclude that supply and demand fundamentals and 
other macroeconomic factors proved to be the most significant factors driving the markets at that time. 

For example, the CFTC's study following the 2008 rise in oil prices concluded the price movements were the 
result of nonnal supply and demand factors. See, CFTC Interagency Task Force On Commodity Markets, 
Interim Report On Cmde Oil at 3-4 (July 22, 2008). The Government Accountability Office in 2009 reviewed 
most of the empirical and anecdotal studies on "speculative trading" and reached the same conclusion. See 
GAL-09-285R, Issues Involving the Use of the Futures Markets to Invest in Commodity Indices at 5(30) 2009. 

Against this background, CMC urges the Coinmission to conduct a thorough empirical analysis of pricing and 
market data before it imposes any position limits on futures, options or swaps contracts in exempt or agricultural 
commodities. CMC agrees with the commentary fIled by CME Group that this is a subject best left to futures 
exchanges to address through existing market surveillance programs on a contract by contract basis. Exchanges 
and the Commission have developed an expertise in maintaining orderly markets, including setting appropriate 
reportable levels, position limits and accountability levels relative to energy, metal and agricultural markets. 
This system provides the flexibility necessary to prevent excessive speculation while preserving transparent and 
liquid markets. 

CMC believes this flexible regulatory approach is a more effective way to address potentially manipulative and 
disruptive positions. Indeed, the failure of any empirical studies to identify nnwarranted price fluctuations due to 
excessive speculation suggests these programs have been successful in promoting market stability and avoiding 
unwarranted dismptions. hnposing artificial position limits in this context could harm market liquidity. 

If the Commissionmalces the necessary findings supported by demonstmble evidentiary data, CMC would 
nonetheless urge the Commission to proceed cautiously and judiciously in setting limits for given futures, 
options or swaps. . 

The new Dodd-Frank amendments contain various and somewhat confusing timing requirements for the exercise 
of the Commission's authority in this area, but they all vest the Commission with discretion, premised upon the 
necessary findings, to establish limits "as appropriate." Thus, the Act contains an element of flexibility so that 
the Commission need not act until it deems that position limits in a given area are "appropriate." 

1 The Commission also must publish the required finding and information in support of establishing such position limits in 
any notice of proposed rulemaking in order to comply with the requirements oftlle Administrative Procedure Act. Absent 
such a finding and supporting information, the public's ability to comment on the proposal is compromised because it lacks 
an understanding of the Commission's reasoning. (See, e.g. Am. Merl. Assoc. v. Reno, 57 F 3rd 1129, 1l32, D.C. Cir. 
1995) 
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Additionally, Section 4a(a)(2)(C) mandates the Commission act to avoid shifting the price discovery function to 
foreign boards of trade (FBOTs). We believe Congress was concemed mmecessal'Y restrictions on trading 
positions threaten to reduce liquidity and adversely affect the hedging and price discovery functions of the U.S. 
commodity markets. Moreover, the Financial Services Authority recently armounced its decision to not impose 
speculative position limits. 

Underthe CEA, as amended by Dodd-Frank, the Commission also has been granted broad exemptive authority 
from any position limit rule. The CMC urges the Commission to use its exemptive authority to pennit market 
participants to use futures, options and swaps contracts to manage the risks they face in their particular 
enterprises. Given the inter-connectiveness and correlation between various markets, many entities use the 
commodities markets to hedge risks in other markets as well as in physical commodities. CMC recommends the 
Commission use its exemptive authority to take account of these factors. 

The CMC thanks the Commission for 'the opportwlity to present its views on this most important subject. If you 
have any questions or would like to discuss further, please do not hesitate to contact me via email at 
christine.cochran@conunoditymkts.org or via phone at (202) 842-0400 - ext. 101. Thank you in anticipation of 
your attention to tl,ese comments. 

Christine M. Cochran 
President 
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David Stawick 
Secretary 
Commodity Futures Trading Commission 
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1155 21st Street, NW 
Washington, DC 20581 

Commodity-Markets- Council 
1300 L St., N.W. Suite 1020 
Washington, DC 20005 
Tel 202-842-0400 
Fax 202-789-7223 
www,cmcmarkets,org 

Re: Definitions Contained in Title VII of Dodd-Frank Wall Street Reform and Consumer 
Protection Act 

Dear Mr. Stawick, 

The Commodity Markets Council (CMe) thanks the Commodity Futures Trading Commission (CFTC or 
Commission) for the opportunity to provide comments on the Title VII definitions in the Dodd-Frank Act 
before the CFTC embarks on associated rulemakings. Definitions are, of course, fundamental to any 
subsequent rulemaking, and must be addressed with due deliberation. 

CMC is a trade association bringing together commodity exchanges with their industry counterparts. 
The activities of our members represent the complete spectrum of commercial users of all futures 
markets including agriculture. Specifically, our industry member firms are regular users of the Chicago 
Board of Trade, Chicago Mercantile Exchange, ICE Futures US, Kansas City Board of Trade, Minneapolis 
Grain Exchange, and New York Mercantile Exchange. CMC is uniquely positioned to provide the 
consensus views of commercial end-users of derivatives exchanges and the exchange markets. Our 
comments below represent the collective view of the CMC's members. 

Congress and the President enacted The Dodd-Frank Wall Street Reform and Consumer Protection Act 
(the Act) in response to the financial crisis in 2008-09 with the purpose of establishing a prescriptive 
regulatory framework for systemically risky financial institutions and instruments. Since 2008, CMC has 
advocated for increased transparency and regulation of such institutions and instruments; however, we 
do not believe the Act was intended to prescriptively regulate all firms and all instruments that operate 
in financial markets. While Congress created a prescriptive regulatory framework, it provides the CFTC 
with flexibility to implement the law in a way that continues to promote and maintain the efficiency of 
US markets. CMC encourages the Commission to recognize the protections already embedded in swaps 
which exchanges agree to list, trade and accept for clearing. We also ur(5e you to make the necessary 
distinctions as the CFTC makes decisions related to definitions. 

Defining "Swaps Dealers" 
Cleared over-the-counter (OTe) swaps would be subject to exchange rules of credit assessment and 
margining. Moreover, clearing members of the exchanges are subject to a thorough credit analysis and 
required to provide regular financial reporting. These clearing members in turn require a margin and 
credit analysis of their customers. Entities that exclusively trade exchange-cleared swaps mark their 



positions to market and are assessed a daily margin. The clearing house also verifies the provision and 
maintenance of adequate liquidity buffers to cover extreme markets swings. 

Despite these protections, CFTC Chairman Gary Gensler recently suggested the Commission could 
classify as many as 200 firms as "Swap Dealers" (SO), subjecting them to additional capital and 
margining requirements. CMC supports the Commission in its mission to curb systemically risky 
institutions and instruments; however, we ask the CFTC to use caution in drafting definitions so broad as 
to impede the creation and flow of capital and liquidity in the financial markets. 

CMC recommends that entities which only trade exchange-cleared swaps be exempt from the SO 
definition. This will ensure commercial end users continue to utilize deep OTC markets with adequate 
liquidity to effectively hedge their risks. We are concerned increased capital and margining 
requirements will correspondingly increase the cost of compliance and opportunity cost of capital for 
entities which only trade exchange-cleared OTC swaps. These costs could result in firms ceasing or 
reducing their use of such Instruments which would decrease the liquidity of currently robust markets. 

The Act specifies that an SO or Major Swap Participant (MSP) designation does not apply across all asset 
classes. There is concern within the industry that once a firm is designated as such for one asset class it 
will be regulated as such for all' asset classes. CMC would ask the Commission to clarify its position on 
this issue. 

Defining Yield Swaps 
There are market participants (e.g. reinsurance companies) that offer risk mitigant products, i.e. 
"swaps," that reference "yield" (in bushels per acre on corn, soybeans, wheat and other commodities) as 
the underlying asset. The CMC would lil<e to ensure that such products are included in the definition of 
IIswaps", 

Defining "Futures Commission Merchants" 
The Act expanded the definition of a Futures Commission Merchant (FCM) to include many new 
categories, one being any entity that solicits or accepts swaps. Understanding the markets for physically 
traded commodities, CMC is concerned this language could be interpreted in a manner. that adversely 
impacts the businesses of our members by capturing firms which are not traditional FCMs and do not 
operate as such. For example, a firm trading only exchange-cleared swaps could be defined as both an 
SD and an FCM, which would treat the firm as systemically risky despite the proven safeguards of being 
exchange-cleared. 

The CMC appreciates the opportunity to submit these comments, and we look forward to working with 
the Commission in the weeks and months ahead. If you should have any questions, please do not 
hesitate to contact us. 

CHRISTINE M. COCHRAN 
President 
Commodity Markets Council 
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The Honorable Darrell Issa 
Chailman 
Committee on Oversight & Government RefOim 
U.S. Honse of Representatives 
Washington, DC 20515 

Dear Chailman Issa, 

Jannary 11,2011 

CIBO wonld like to thank yon for the opportnnity to help identify existing and proposed 
regulations that could negatively impact jobs and job growth at our members' facilities. 

The Council of Industrial Boiler Owners (CIBO) is a national trade association of over 
110 members including industrial boiler owners, architect engineers, related equipment 
manufacturers, and universities representing 20 major industrial and institutional sectors. 
CIBO has been working to (1) promote the exchange of information between industry 
and government relating to energy and environmental policies, laws, and regulations 
affecting industrial boilers and the manufacturing and institutional energy base of our 
country; (2) promote technically sound, cost-effective laws and regulations; and (3) 
improve energy and environmental performance, reliability and cost-effectiveness of 
members' operations through technical interchange. CIBO's membership represents 
industries as diverse as chemicals, paper, cogeneration, metals, automotive, refining, 
brewing, combustion engineering, and food products. CIBO members also include 
operators of boiler facilities at over a dozen major universities. For 32 years, CIBO has 
been promoting better integration of our nation's policies lmd regulations to achieve 
energy and environmental benefits. 

EPA regulations for Greenhouse Gas Emissions, Boiler MACT, Fossil Fuel Ash 
Classification, Clean Air Transport Rule revisions, ShOit Term S02 and N02 NAAQS, 
Water Effluent rules, Cooling Water Intake rules, NAAQS for Particulate Matter, Ozone 
and S02, and other rules, can all have negative impacts on existing and potential new 
jobs within the United States. While it is difficult to project the cost of any regnlation 
prior to its actual implementation, it is possible to identify reasonable costs when 
equipment suppliers, owners and operators and consnltants work together. With the 
current EPA indnstrial, commercial and institutional (ICI) energy system databases and 
state inventories, it should be possible to develop more realistic representations of costs. 
EPA should be working with the actual people having to make modifications and install 

elBo, 6035 Burke Centre Parkway, Suite 360, Bl1l'kc, VA 22015 - 703-250-9042 



technology to develop better environmental compliance costing models for 
industrial/commercial/institutional energy facilities and not only the equipment suppliers, 
regulators and environmental community who have never designed or operated the 
equipment. 

However, even with the best cost data, it is impossible to assess the true economic impact 
of any rule or regulation using the cost benefit analysis currently conducted at EPA. At 
some point a true economic impact evaluation should be completed to consider jobs put 
at risk of being lost, potential federal and state tax revenue and GDP losses, to be 
compared with the direct health benefits and potential new jobs that could be gained from 
compliance versus product line or facility closure. At this point there is disagreement 
regarding how this should be done. It could be worthwhile for a National Academy of 
Sciences panel to be developed to consider or develop a protocol for this type of activity. 

cmo has been very active over the last 15 years with Boiler MACT Rule development. 
As such, we developed an estimated installed capital cost based on use of best available 
compliance technology application on a unit-by-unit basis using the EPA database. This 
generated a conservative compliance capital cost of $20.7 billion compared to EPA's 
$9.6 billion. Interested in identifying what this meant in negative impacts to the 
boiler/process heater industrial/commercial/institutional owner sectors and country 
overall, we contracted IHS Global Insight to do an Economic Impact Analysis over the 
range of industry and institutional sectors we represent. The results were a staggering 
potential 338,000 US jobs put at risk of being lost, and $5.7 billion in lost tax revenues if 
all units were equipped to attempt to meet the rule as proposed. While we believe the 
cost of any regulation that in effect raises the cost of energy to the 
industrial/commercial/institutional sector could have the same relative effect, more 
research and real cost information on an industry-by-industry, unit-by-unit basis would 
also be helpful in better understanding the rule's impacts. Attached is a copy of the cmo 
IHS Global Insight Report and cmo statement regarding its release. The approach of 
this Report could provide a template for impact analysis for other EPA rules. 

We appreciate your request for information and would be happy to answer any questions 
you may have. 

Again, thank you for this opportunity. 

Robert D Bessette 

President 
Council of Industrial Boiler Owners 

, 
CillO, 6035 Durke Centre Purkway, Suite 360, Burke, VA 22015 - 703-250-9042 
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Executive Summary 

The Economic Impact of Proposed EPA BoilerlProcess 
. Heater MAGT Rule on Industrial, Commercial; and 

Institutional Boiler and Process Heater Operators 

Every billion dollars spent on MACT upgrade and compliance costs 
will put 16,000 jobs at risk and 

reduce US GDP by as much as $1.2 billion. 

In June 2010, the Environmental Protection Agency (EPA) proposed new Maximum 
Achievable Control Technology (MACT) standards for industrial boilers and process 
heaters, which would impose stringent emission limits and monitoring requirements for 
eleven subcategories of boilers and process heaters, based on fuel type and unit design. 
These standards, which are intended to address hazardous air pollutant (HAP) 
emissions, would impose tight limits on five HAPl"surrogate" pollutants: 

(iii. Mercury (Hg), 
eo Hydrogen Chloride (HCI), 
~ Partic.ulate Matter (PM), 
@Io Carbon monoxide (CO), and 
fi. Oioxins/Furans (O/F). 

EPA contends that implementing the proposed MACT standards for these five pollutants 
will minimize emissions of all HAPs. Under the proposed rule, sources (boilers and 
process heaters) 10 MMBtU/hr and greater will be required to comply with numerical 
emission limits for PM, HCI, Hg, CO, and dioxin/furan. Sources 100 MMBtu/hr and 
greater will be required to install CO CEMS and sources 250 MMBtu/hr and greater that 
fire solid fuels or residual fuel oil will be required to install PM CEMS. Compliance with 
the other emission limits would be determined through fuel analyses, performance tests, 
and parametric monitoring. 

The Council of Industrial Boiler Operators (CIBO) believes its members may be subject 
to Significant economic hardship should the proposed EPA rules regulating boiler 
emissions be adopted. Potential consequences include the shuttering of domestic 
manufacturing capacity - and the associated jobs loses -- for those CIBO members that 
find the capital costs associated with compliance via plant retrofitting make it 
economically unfeasible to continue operations. 

CIBO commissioned IHS Global Insight to conduct a study to quantify the economic 
impact of compliance by all affected sources to the proposed standards under three 
scenarios. 
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The Economic Impact of Proposed EPA Boiler/Process 
Heater MACT Rule on Industrial, Commercial, and 
Institutional Boiler and Process Heater Operators 

,e Scenario 1: The mpact of upgrade costs for all proposed standards 
'1lII Scenario 2: The mpact of the HCI upgrade costs only 
'til Scenario 3: The impact of upgrading Gas 1 units to comply with all of the 

potential standards described by EPA in the proposed rule Preamble if they 
were to impose emission Iim1ts instead of the proposed work practice 
standard approach 

This report presents the results of IHS Global Insight's assessment of the economic 
impact of compliance to the MACT standards for all affected boiler and process heater 
owners. For each of the three scenarios, we utilized a methodology that determined the 
direct (vendor- or regulated entity in this case), indirect (supplier) and induced (wage) 
impact of the MACT standards on five primary areas of economic activity: 

,IIIJ Employment: the number of jobs potentially "at risk" of being eliminated as a 
consequence of compliance with the standards; 
Labor Income: The employee compensation potentially forfeited due to 
compliance to the new standards; 

of! Value Added: The economic contribution to the US Gross Domestic Product 
that could be affected by implementing the standards; 

of! Industry Output: The industry sales lost as elBO members either shutter 
plants or attempt to pass the costs on to their customers. 

'til Tax Implications: the potential loss of federal as well as state and local tax 
receipts. 

This report presents the detailed findings of the study, which are summarized in the table 
below. Across all three scenarios we found that, every $1 B spent on upgrade and 
compliance costs will put 16,000 jobs at risk and reduce US GDP by as much as 
$1.2B. A significant portion of this economic pain will be felt in supplier networks. 
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The Economic Impact of Proposed EPA Boiler/Process 

Heater MACT Rule on Industrial, Commercial, and 
Institutional Boiler and Process Heater Operators 

Potential Total Economic Impact 
';~ ------ ---Scenario1-- - -- - Scenario 2 -- --Scenario-a --
" "J, 

Employment 

Labor Income 

Value Added 

Output 

Taxes 

337,703 152,552 

$15.28 $6.98 

$25.28 $11.48 

$67.48 $30,48 

$5.78 $2.68 

Source: Results generated by IHS Global Insight from IMPLAN model 

798,250 

$38.08 

$63.38 

$172.58 

$14.38 



The Economic-Impact o/Proposed EPA Boiler/Process 
Heater MACT Rule on Industrial, Commercial, and 

Institutional Boiler and Process Heater Operators 

Introduction 

In June 2010, the Environmental Protection Agency (EPA) proposed new Maximum Achievable 
Control Technology (MACT) standards for industrial boilers and process heaters, which would 
impose stringent emission limits and monitoring requirements for eleven subcategories of boilers, 
based on fuel type and unit design. These standards, which are intended to address hazardous 
air pollutant (HAP) emissions, would impose tight limits on five HAPf'surrogate" pollutants: 

411 Mercury (Hg), 
~ Hydrogen Chloride (HCI), 
~ Particulate Matter (PM), 
<I!lI Carbon monoxide (CO), and 
<I!lI Dioxins/Furans (D/F). 

The proposed limits, by source-type are detailed in the following table . 

Coal Stoker .02 .02 . 000003 
Coal Fluidized Bed .02 .02 .000003 
Pulverized Coal .02. .02 .000003 
Biomass Stoker .02 .006 .0000009 
Biomass Fluidized Bed .02 .006 .0000009 
Biomass Suspension .02 .006 .0000009 
Biomass Fuel Cells .02 .006 .0000009 
Liquid .004 .0009 .000004 
Gas (Other Process Gases) .05 .000003 .0000002 

New 

Coal Stoker .001 .00006 .000002 
Coal Fluidized Bed .001 .00006 .000002 
Pulverized Coal .001 .00006 .000002 
Biomass Stoker .008 .004 .0000002 
Biomass Fluidized Bed .008 .004 .0000002 
Biomass Suspension .008 .004 .0000002 
Biomass Fuel Cells .008 .004 .0000002 
Liquid .002 .0004 .0000003 
Gas (Other Process Gases) .003 .000003 .0000002 

I Pounds per million British Thermal Units (BTUs) 
2. (ppm @3% oxygen) 

3 (ng/dscm @7% oxygen) 
Source: EPA 

50 .003 
30 .002 
90 .004 

560 .004 
250 .02 

1010 .03 
270 .02 

1 .002 
.009 

7 .003 
30 .00003 
90 .002 

560 .00005 
40 .007 

1010 .03 
270 .0005 

1 .002 
.009 
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EPA contends that implementing the proposed MACT standards for these five pollutants will 
minimize emissions of all HAPs. Sources (boilers and process heaters) with heat input greater 
than or equal to 100 MMBtu/hr would be required to install continuous emission monitors for CO 
and coal, biomass, or residual oil fired boilers and process heaters with heat input greater than or 
equal to 250 MMBtu/hr would be required to install continuous emission monitors for PM in order 
to demonstrate compliance with the corresponding limits. Compliance with the other emission 
limits would be determined through fuel analyses, performance tests, and parametric monitoring. 

The Council of Industrial Boiler Operators (CIBO) is the trade association representing the 
interests of non-utility energy producers and users in the United States. As such, CIBO's 
membership represents a diverse set of major manufacturing industries that use industrial boilers 
and process heaters and related technologies. CIBO believes its members may be subject to 
significant economic hardship should the proposed EPA rules regulating boiler and process 
heater emissions be adopted. Potential consequences include the shuttering of domestic 
manufacturing capacity - and the associated jobs loses -- for those CIBO members that find the 
capital costs associated with compliance via plant retrofitting make it economically unfeasible to 
continue operations. 

CIBO commissioned IHS Global Insight to conduct a study to quantify the economic impact of 
compliance by all affected sources to the proposed standards under three scenarios. The study, 
which focused on upgrade costs only, did not include on-going operations and maintenance costs 
companies would incur in subsequent years. 

6< Scenario 1: The impact of upgrade costs for all proposed standards 
6< Scenario 2: The impact of the HCI upgrade costs only 
'" Scenario 3: The impact of upgrading Gas 1 units to comply with all of the potential 

standards described by EPA in the proposed rule Preamble if they were to impose 
emission limits instead of the proposed work practice standard approach 

IHS Global Insight utilized a methodology that determined the impact of the MACT standards on 
five primary areas of economic activity: 

fI1 Employment: the number of jobs potentially "at risk" of being eliminated as a 
consequence of compliance with the standards; 

fi Labor Income: The employee compensation potentially forfeited due to compliance 
to the new standards; 

ft, Value Added: The economic contribution to the US Gross Domestic Product that 
could be affecteq by implementing the standards; 

tl' Industry Output: The industry sales lost as affected sources either shutter plants or 
attempt to pass the costs on to their customers. 

til! Tax Implications: the potential lose of federal as well as state and local tax receipts. 

Because any change to the economic conditions of a given industry sector or 
commercial/institutional entity can have faHeaching consequences on other industries and 
entities and the overall economy, IHS Global Insight's analyses captured the economic impact on 
three levels. The first quantifies the impact on those facilities that will bear the direct costs of 
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upgrading their boilers and process heaters to comply with the standards (direct impact). The 
second level measures the impact on the supply chains of the direct industries (indirect impact). 
The third level assesses the impact on economic activity attributable to spending by employees of 
the direct and indirect industries (induced impact). These classes of economic impact are 
discussed in-depth in the following section and in Appendix B. 

The total economic impact (direct + indirect + induced) for each of the scenarios is shown in the 
table below. Across all three scenarios we found that, every $18 spent on upgrade and 
compliance costs will put 16,000 jobs at risk and reduce US GDP by as much as $1.28. A 
significant portion of this economic pain will be felt in supplier networks. 

Summary of Potential Total Economic Impact 
:---- ~--- . - - ---~~Sceriario-f ---~ Scenario2-- - --Scenario-3 ~ 
P 
,~! 

'" 
Employment 

Labor Income 

Value Added 

Output 

Taxes 

337,702 152,553 

$15.28 $6.98 

$25.28 $11.48 

$67.48 $3Q.48 

$5.78 $2.68 

Source: Results generated by IHS Global Insight from IMPLAN model 

798,250 

$38.08 

$63.38 

$172.58 

$14.38 
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Changes to business operating climates, regulatory or policy environments, or capital project 
priorities affect economic activity. The total economic impact of these changes is separated into 
three distinct parts: direct, indirect, and induced. The direct impacts measure the degree to which 
economic activities are altered within those industries directly affected by the changes. The 
indirect impact represents the corresponding ·effects on suppliers to the direct sectors. This would 
include, for example, steel tube suppliers to a drill operator. The induced impact adds the effect 
of spending from wage and other income derived from the direct and indirect sectors. 

In assessing the economic impact of the EPA rule changes on the US economy, IHS Global 
Insight assumed that the upgrade costs borne by each industry due to the regulations result in a 
corresponding and equal loss in potential output. An increase in capital costs, impacting specific 
facilities across a broad range of industries, will likely be managed in a variety of ways by those 
directly affected. The impacted companies could choose outside financing, or finance it through 
cash reserves/ profits, pass the cost along to their customers, or decide to avoid the upgrade 
costs and cease operations. Because of this, the methodology of treating the upgrade costs as a 
corresponding and equal loss in potential output is a direct and standard methodology to examine 
such a situation that provides clarity to the process and consistency across industries. 

Building off a boiler and process heater inventory database provided by CIBO', we were able to 
estimate the following upgrade costs by industry sector. 

8 Scenario 1: The upgrade costs for all proposed standards totaled $20.7B 
~ Scenario 2: The HCI-only upgrade costs summed to $9.3B 
fi Scenario 3: The costs of upgrading Gas 1 units were estimated at $51.7B 

These industry-level capital costs served as primary inputs to the IMPLAN2 modeling framework, 
which was used to quantify the economic impact (employment, labor income, value added, 
output, and tax receipts) along the following dimensions: 

~ Direct Impact: The impact on economic activity in the facilities that must incur the costs of 
implementing the required boiler upgrades. Leveraging the boiler and process heater 
inventory database, we determined the cross-industry distribution of the capital costs 
required to implement the proposed changes. For each affected sector, these capital 
expenditures were assumed to result in corresponding and equal decreases in output. 

1 The boiler inventory database used in this study based on work by URS Corporation-that was. commissioned by eIBO, 

based on EPA'a major source boiler inventory database table. Please see Appendix A for an overview of the 
methodology used to determine the upgrade and compliance costs. 

2 IHS Global Insight used the IMPLAN model for the entire US economy to quantify the economic Impact of the proposed 
EPA rule changes. The IMPLAN model 'closely follows the accounting conventions used in the U.S, Department of 
Commerce Bureau of Economic Analysis (BEA)'s definitive 1980 study, Input-Output Study of the U.S. Economy, and is 
flexible enough to evaluate the change via the value of output or employment from the source industry. (Additional details 
related to this modeling approach are presented in Appendix 8). 
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'!'II Indirect Impact: The impact in those industries that supply the direct industries. 
'ifiI Induced Impact: The impact attributable to spending by employees of the direct and 

indirect industries in the general economy. 
8 Total Impact: The sum of the direct, indirect and induced impacts. 

The results of the simulation for each scenario are presented in the following three sections. 



.GUIBAl· 
INSIGHr 

Results: Scenario 1 

The .Econo.mlc.JmpactQJ.Proposed.EPA Boiler/Process 
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Institutional Boiler and Process Heater Operators 

In Scenario 1, IHS Global Insight assessed the economic impact of the capital costs required to 
upgrade boilers and process heaters to comply with the EPA proposed rule for all five pollutant 
categories. 

Using fhe boiler/process heater inventory database, the capital costs for the upgrades were· 
determined to total $20.7B, distributed across 24 industry sUbsectors3. The upgrade 
expenditures were subtracted from the output of each subsector and used as inputs to the 
IMPLAN model. 

The results of the Scenario 1 analysis are summarized in the table below. Incurring the capital 
costs of compliance will put 338,000 jobs potentially at risk, of which nearly 70,000 are directly 
tied to the affected industries/facilities. This does not mean that all of the "at risk" jobs will be 
eliminated. Some larger organizations will absorb the costs with minimal changes to employment 
levels; however they will likely pass both the compliance and on-going operating and 
maintenance costs downstream to their customers or absorb a hit to their profitability and 
therefore pass that cost along to their shareholders. Smaller or marginally-profitable firms, on the 
other hand, may be faced with either reducing staff or shutting down operations. 

Summary of Economic Impact of Scenario 1 
~ ... ~.~- _. __ .. Direct-·-- Indireci~·· . Induced- Total 
> 
~ 
Employment 69,934 157,824 109,944 337,702 

Labor Income $3.68 $6.48 $5.28 $15.28 

Value Added $4.48 $11.78 $9.18 $25.28 

Output $20.78 $29.58 $17.28 $67.48 

Taxes $5.78 

Source: Results generated by IHS Global Insight from IMPLAN model 

As shown below, the 24 industry subsectors that will incur capital costs of $20.7B aggregate 
under three industry supersectors: construction, manufacturing and natural resources (mining, 
farming, etc). However, as shown in the charts on the following pages, the indirect and induced 
impacts will be felt in other supersectors, such as professional services. 

3 The relationship between IMPLAN industry sectors and NAICS categories is explained further in Appendix B. 
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Industry Supersector 

Construction 

Manufacturing 

Natural Resources 

Total 

The ~EGonomiG~lm pact~ of Proposed EPA~Boiler/ProGess 
Heater MACT Rule on Industrial, Commercial, and 
Institutional Boiler and Process Heater Operators 

Capital Costs 
(millions of dollars) 

$3,718 
$16,951 

$65 

$20,734 

Impact on Employment by Industry Super-Sector, Scenario 1 

Natural Resources !~~~~~~~~~~~~~~~~g~~~~~ 
Manu'facturlng 

Professional Services 

Wholesale & Retail 

Lelsur. & Hospitality 

Construction 

Financial Activities 

Transportation & Utilities 

Misc. 

o 20,000 40,000 

Jobs at Risk 

Source: Results generated by IHS Global Insight from IMPLAN model 

60,000 

• Direct 

o Indirect 

IliIlnduced 

80,000 
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Impact on Labor Income by Industry Super-Sector, Scenario 1 

Professional Services 

Manufacturing 

Wholesale & Retail 

Construction 

Financial Activities 

Natural Resources 

Transportation & Utilities 

Leisure & Hospitality 

Other 

1,000 2,000 3,000 

Labor Income at Risk (millions of US dollars) 

• Direct 

o Indirect 

iii Induced 

4,000 

Source: Results generated by IHS Global Insight from IMPLAN model 

Impact on Value Added by Industry Super-Sector, Scenario 1 

Manufacturing 

Professional Services 

Financial Activities 

Natural Resources 

Wholesale & Retail 

Transportation & Utilities 

Construction 

Leisure & Hospitality 

Other 

0.0 

• Direct 

o Indirect 

iii Induced 

1.0 2.0 3.0 4.0 5.0 

Lost Value Added (billions of US dollars) 

Source: Results generated by IHS Global Insight from IMPLAN model 

6.0 
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Impact on Output by Industry Super-Sector, Scenario 1 

Manufacturing 

Professional Services 

Natural Resources 

Financial Activities 

Construction 

Wholesale & Retail 

Transportation & Utilities 

Leisure & Hospitality 

Other 

0.0 5.0 10.0 15.0 20.0 

Lost Value Added (billions of US dollars) 

Source: Results generated by IHS G/obellnsight from IMPLAN model 

• Direct 

o Indirect 

I!Ilnduced 

25.0 30.0 

In reviewing the summary tables shown above. the significance of the downstream effects 
becomes clear. For a sector like Natural Resources, the direct effect of the regulations is 
relatively small, but the employment impact on this industry as a supplier to the Manufacturing 
and Construction sectors is extremely significant. Additionally, the employment impact on the 
professional services sector is also significant, but even more so is the labor income impact on 
this sector, which highlights the fact that the jobs in this particular sector are high paying and high 
value jobs which might not normally come into focus when assessing the impact of standards 
such as these. 
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Detailed Economic Impact of Scenario 1 
: --- ~~- ~-- - ------~ c_ bfrecC-- - fndfrea Induced -- --Total - 0-. 

" ~ 
Jobs at Risk 69,934 157,824 109,944 337,702 
Construction 24,879 1,683 1,075 27,637 
Financial Activities 9,855 13,295 23,149 
Professional Services 28,251 36,039 64,290 
Leisure & Hospitality 7,889 23,554 31,443 
Manufacturing 44,072 15,621 5,947 65,640 
Natural Resources 983 72,291 2,835 76,109 
Transportation & Utilities 11,005 4,275 15,280 
Wholesale & Retail 10,343 21,963 32,306 
Other 887 962 1,849 

Labor Income (US$M) 3,599.7 6,427.7 5,157.4 15,184.8 
Construction 1,372.2 100.4 57.1 1,529.7 
Financial Activities 551.5 827.1 1,378.6 
Professional Services 1,964.7 1,955.0 3,919.7 
Leisure & Hospitality 246.6 571.5 818.2 
Manufacturing 2,221.8 1,090.9 446.7 3,759.3 
Natural Resources 5.6 956.1 99.9 1,061.7 
Transportation & Utilities 734.3 292.0 1,026.3 
Wholesale & Retail 716.5 837.0 1,553.5 
Other 66.7 71.1 137.7 

Value Added (US$M) 4,425.0 11,579.6 9,124.6 25,129.2 
Construction 1,458.6 106.2 69.7 1,634.5 
Financial Activities 1,507.6 2,723.8 4,231.4 
Professional Services 2,645.2 2,504.8 5,150.1 
Leisure & Hospitality 371.1 821-.4 1,192.5 
Manufacturing 2,937.7 1,660.7 752.7 5,351.0 
Natural Resources 28.7 2,726.8 247.4 3,003.0 
Transportation & Utilities 1,327.2 533.1 1,860.3 
Wholesale & Retail 1,227.6 1,400.3 2,627.8 
other 79.0 79.6 158.6 

Industry Output (US$M) 20,734.1 29,520.3 17,174.6 67,428.9 
Construction 3,718.3 192.6 119.3 4,030.1 
Financial Activities 2,287.2 4,182.8 6,470.0 
Professional Services 4,803.1 4,424.5 9,227.6 
Leisure & Hospitality 666.8 1,618.5 2,285.3 
Manufacturing 10,951.1 9,172.5 3,145.4 29,269.0 
Natural Resources 64.6 8,026.4 510.4 8,601.4 
Transportation & Utilities 2,299.9 862.4 3,162.3 
Wholesale & Retail 1,828.0 2,078.0 3,906.1 
Other 243.7 233.4 477..1 

Source: Results generated by IHS G/oba/lnsight from IMPLAN model 
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In Scenario 2, IHS Global Insight performed a simiiar assessment to that done in Scenario 1, but 
narrowed the focus to analyze the impact of only the HCI standard costs. This was done to 
provide a maximum potential impact assessment of the value of implementing a compliance 
flexibility provision sllch as a health based alternative under CM §112(d)(4) instead of the 
proposed HCI emission limits. 

Using the boiler/process heater inventory database, the capital costs for the HCI controls were 
determined to total $9.3B, distributed across 24 industry subsectors" The controls expenditures 
were subtracted from the output of each subsector and used as inputs to the IMPLAN model. 

The results of the Scenario 2 analysis are summarized in the table below. Incurring the capital 
costs of compliance will over 152,000 jobs potentially at risk, of which over 31,000 are directly 
tied to the affected industries/facilities. This does not mean that all of the "at risk" jobs will be 
eliminated. Some larger organizations will absorb the costs with minimal changes to employment 
levels; however tHey will likely pass the both the compliance and on-going maintenance costs 
downstrsam to their customers or absorb a hit to their profitability and therefore pass that cost 
along to their shareholders. Smaller or marginally-profitable firms, on the other hand, may be 
faced with either reducing staff or shutting down operations. 

Summary of Economic Impact of Scenario 2 
;-- --------- -- -- Dfrect --- ---[ndirecC-----1nd"liced _. . - Total-, , , 
Employment 31,639 71,246 49,668 152,552 

Labor Income $1.68 $2.98 $2.38 $6.98 

Value Added $2.08 $5.28 $4.18 $11.48 

Output $9.38 $13.38 $7.88 $30.48 

Taxes $2.68 

Source: Results generated by IHS Global Insight from IMPLAN model 

As shown below, the 24 industry subsectors that will incur capital costs of $9.3B aggregate under 
three industry supersectors: construction, manufacturing and natural resources. However, as 
shown in the charts on the following pages, the indirect and induced impacts will be felt in other 
supersectors, such as professional services. 

4 The relationship between lMPLAN industry sectors and NAICS categories is explained further in Appendix B. 
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Industry Supersector 

Construction 

Manufacturing 

Natural Resources 

Total 

The Economic Impact of Proposed EPA Boiler/Process 
HeaterMACTRuleonlndustrial,Commercial, and 
Institutional Boiler and Process Heater Operators 

Capital Costs 
(millions of dollars) 

$1,727 

$7,571 

$15 

$9,313 

Impact on Employment by Industry Super-Sector, Scenario 2 

Natural Resources 

Manufacturing 

Professional Services 

Wholesale & Retail 

Leisure & Hospitality 

Construction 

Financial Activities 

Transportation & Utilities 

Other 

o 20,000 

Jobs at Risk 

Source: Results generated by IHS Global Insight from IMPLAN model 

30,000 

• Direct 

o Indirect 

III Induced 

40,000 
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Impact on Labor Income by Industry Super-Sector, Scenario 2 

Professional Services 

Manufacturing 

Construction 

Wholesale & Retail 

Financial Activities 

Natural Resources 

Transportation & Utilities 

Leisure & Hospitality 

Other 

o 500 1,000 1,500 

Labor Income at Risk (millions of US dollars) 

• Direct 

o Indirect 

mllnduced 

2,000 

Source: Results generated by IHS Global Insight from IMPLAN model 

Impact on Value Added by Industry Super-Sector, Scenario 2 

Manufacturing 

Professional Services 

Financial Activities 

Natural Resources 

Wholesale & Retail 

Transportation & Utilities 

Construction 

Leisure & Hospitality 

other 

0.0 0.5 1.0 1.5 2.0 

Lost Value Added (billions of US dollars) 

SOl/rce: Results generated by IHS Global Insight from IMPLAN model 

• Direct 

o Indirect 

111 Induced 

2.5 
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Impact on Output by Industry Super-Sector, Scenario 2 

Manufacturing 

Professional. Services 

Natural Resources 

Financial Activities 

Construction 

Wholesale & Retail 

Transportation & Utilities 

Leisure & Hospitality 

other 

0.0 5.0 10.0 
Lost Output (billions of US dollars) 

Source: Results generated by IHS Global Insight from IMPLAN model 

• Direct 

o Indirect 

Il!llnduced 

15.0 

In reviewing the summary tables shown above, the significance of the downstream effects 
becomes clear. For a sector like Natural Resources, the direct effect of the regulations is 
relatively small, but the employment impact on this industry as a supplier to the Manufacturing 
and Construction sectors is extremely significant. Additionally, the employment impact on the 
professional services sector is also significant, but even more so is the labor income impact on 
this sector, which highlights the fact that the jobs in this particular sector are high paying and high 
value jobs which might not normally come into focus when assessing the impact of standards 
such as these. 
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Detailed Economic Impact of Scenario 2 
-, -'~~"" ,- .... ~ -,~ .. 'Direct~" Indirect-- Induced ." Total---
fil 
~ 

Jobs at Risk 31,639 71,246 
Construction 11,564 754 
Financial Activities 4,452 
Professional Services 12,800 
Leisure & Hospitality 3,569 
Manufacturing 19,900 7,040 
Natural Resources 174 32,663 
Transportation & Utilities 4,928 
Wholesale & Retail 4,642 
Other 399 

Labor Income (US$M) 1,637.3 2,892.6 
Construction 637.8 44.9 
Financial Activities 249.0 
Professional Services 888.9 
Leisure & Hospitality 111.6 
Manufacturing 998,1 490.2 
Natural Resources 1.3 428.7 
Transportation & Utilities 328.5 
Wholesale & Retail 320,8 
Other 30,0 

Value.Added (US$M) 1,992.3 5,239.8 

Construction 677.6 47.5 
Financial Activities 680.8 
Professional Services 1,195.8 
Leisure & Hospitality 168.0 
Manufacturing 1,308.9 745.6 
Natural Resources 5.8 1,223,8 
Transportation & Utilities 593,3 
Wholesale & Retail 549.6 
Other 35,4 

Industry Output (US$M) 9,313.1 13,280.6 
Construction 1,727.4 86.2 
Financial Activities 1,032,7 
Professional Services .2,170.7 
Leisure & Hospitality 301.8 
Manufacturing 7,570,6 4,120.4 
Natural Resources 15.0 3,612.8 
Transportation & Utilities 1,028,3 
Wholesale & Retail 818.4 
Other 109.4 

Source: Results generated by IHS Globa/lnsight from IMPLAN model 

49,668 152,553 
486 12,804 

6,006 10,458 
16,281 29,081 
10,640 14,209 
2,687 29,627 
1,281 34,118 
1,931 6,860 
9,922 14,563 

435 833 

2,329.8 6,859.8 
25.8 708,6 

373.6 622,7 
883.2 1,772.1 
258.2 369,8 
201.8 1,690.1 

45.1 475,2 
131.9 460,4 
378,1 698,9 

32.1 62.1 

4,125.7 11,357.8 

31,5 756.7 
1,230.5 1,911,3 
1,131.6 2,327,3 

371.1 539.0 
340.0 2,394.5 
111.8 1,341.3 
240.8 834,1 
632,6 1,182.2 

36,0 71,4 

7,758.6 30,352.2 
53.9 1,867.5 

1,889.6 2,922.3 
1,998.7 4,169.4 

731.2 1,032.9 
1.420.9 13,111.9 

230.6 3,858.3 
389.6 1,417.9 
938.7 1,757.2 
105.4 214.8 
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Results: Scenario 3 

In Scenario 3, IHS Global Insight assessed the economic impact should the EPA rules be 
expanded to include emission limits for Gas 1 units for all five pollutant categories instead of the 
work practice standard approach proposed. 

Using the Gas I unit specific inventory database and the projected emission limits provided by 
EPA in the proposed rule Preamble, the capital costs for the emissions controls were determined 
to total $51.5B, distributed across 26 industry subsectors5

. The upgrade expenditures were 
subtracted from the output of each subsector and used as inputs to the IMPLAN model. 

The results of the Scenario 3 analysis are summarized in the table below. Incurring the capital 
costs of compliance will put almost 800,000 jobs potentially at risk, of which over 180,000 are 
directly tied to the affected industries. This does not mean that all of the "at risk" jobs will be 
eliminated. Some larger organizations will absorb the costs with minimal changes to employment 
levels; however they will likely. pass both the compliance and on-going operating and 
maintenance costs downstream to their customers or absorb a hit to their profitability and 
therefore pass that cost along to their shareholders. Smaller or marginally-profitable firms, on the 
other hand, may be faced with either reducing staff or shutting down operations. 

Summary of Economic Impact of Scenario 3 
; - - - -- -- --DIrect-- ---- Indirect - Induced-- - - ~--Totaf -
TI 
, 
Employment 181,099 341,800 275,351 798,250 

Labor Income $8.58 $16.68 $12.98 $38.08 

Value Added $11.18 $29.38 $22.98 $63.38 

Output $51.58 $77.98 $43.08 $172.58 

Taxes $14.38 

Source: Results generated by IHS Global Insight from IMPLAN model 

As shown below, the 26 industry subsectors that will incur capital costs of $51.4B aggregate 
under three industry supersectors: construction, manufacturing and natural resources. In this 
scenario, the manufacturing subsector will incur approximately 96% of the upgrade cost. 
However, as shown in the charts on the. following pages, the indirect and induced impacts will be 
felt in other supersectors, such as professional services. 

5 The relationship between IMPLAN industry sectors and NAICS categories Is explained further in Appendix B. 
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Industry Supers ector Capital Costs 
(millions of dollars) 

Construction 

Manufacturing 

Natural Resources 

Total 

$2,571 
$48,966 

$3 
$51,540 

Impact on Employment by Industry Super-Sector, Scenario 3 

Manufacturing 

Professional Services 

Natural Resources 

Wholesale & Retail 

Leisure & Hospitality 

Financial Activities 

Transportation & Utilities 

Construction 

other 

o 50,000 100,000 150,000 

Jobs at Risk 

Source: Resu/ts generated by IHS Global Insight from IMPLAN model 

• Direct 

Dlndiroct 

Ii!Ilnduced 

250,000 
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Impact on Labor Income by Industry Super-Sector, Scenario 3 

Manufacturlna 

Professional Services 

Wholesale & Retail 

Financial Activities 

Natural Resources 

Transportation & Utilities 

Leisure & Hospitality 

Construction 

other 

o 

• Direct 

o Indirect 

Iii Induced 

2,000 4,000 6,000 8,000 10,000 

Labor Income at Risk (millions of US dollars) 
12,000 

Source: Resliits generated by IHS Global Insight from IMPLAN model 

Impact on Value Added by Industry Super-Sector, Scenario 3 

Manufacturing 

Professional Services 

Financial Activities 

Natural Resources 

Wholesale & Retail 

Transportation & Utilities 

Leisure & Hospitality 

Construction 

other 

0.0 U lU lU 
Lost Vlaue Added (billions of US dollars) 

Source: Results generated by IHS Global Insight from IMPLAN model 

• Direct 

o Indirect 

Iii Induced 

20.0 
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Impact on Output by Industry Super-Sector, Scenario 3 

Manufacturing 

Professional Services 

Natural Resources 

Financial Activities 

Wholesale & Retail 

Transportation & Utilities 

Le,lsure & Hospitality 

Construction 

Other 

0.0 20.0 40.0 60.0 

Lost Output (billions of US dollars) 

Source: Results generated by IHS Global Insight from IMPLAN model 

80.0 

• Direct 

D Indirect 

l!ilnduced 

100.0 

In reviewing the summary tables shown above, the significance of the downstream effects 
becomes clear. For a sector like Natural Resources, there is only a small amount of direct effect 
on the industry, but the employment impact on this industry as a supplier to the Manufacturing 
and Construction sectors is extremely significant. Additionally, the employment impact on the 
professional services sector is also significant, as is the labor income impact on this sector, which 
highlights the fact that the jobs in this particular sector are high paying and high value jobs which 
might not normally come into focus when assessing the impact of standards such as these. 



Jobs at Risk 
Construction 
Financial Activities 
Professional Services 
Leisure & Hospitality 
Manufacturing 
Natural Resqurces 
Transportation & Utilities 
Wholesale & Retail 
Other 

Labor Income (US$M) 
Construction 
Financial Activities 
Professional Services 
Leisure & Hospitality 
Manufacturing 
Natural Resources 
Transportation & Utilities 
Wholesale & Retail 
Other 

Value Added (US$M) 
Construction 
Financial Activities 
Professional Services 
Leisure & Hospitality 
Manufacturing 
Natural Resources 
Transportation & Utilities 
Wholesale & Retail 
Other 

Output (US$M) 
Construction 
Financial Activities 
Professional Services 
Leisure & Hospitality 
Manufacturing 
Natural Resources 
Transportation & Utilities 
Wholesale & Retail 
Other 

181,099 
16,638 

164,424 
37 

8,470.5 
918.9 

7,551.3 
0.3 

11,103.0 
1,007.1 

10,094.6 

The Economic Impact a/Proposed-EPA Boiler/Process 
Heater MACT Rule on Industrial, Commercial, and 

Institutional Boiler and Process Heater Operators 

341,801 275,351 798,250 
4,611 2,692 23,941 

21,245 33,300 54,544 
68,694 90,260 158,954 
18,528 58,984 77,513 
41,776 14,896 221,097 

130,142 7,102 137,281 
29,329 10,707 40,036 
25,123 55,001 80,125 

2,352 2,409 4,761 

16,641.3 12,916.9 38,028.7 
275.2 143.1 1,337.2 

1,211.2 2,071.5 3,282.7 
4,884.2 4,896.4 9,780.6 

570.8 1,431.2 2,002.0 
2,879.0 1,118.8 11,549.0 
2,821.9 250.3 3,072.6 
2,003.2 731.4 2,734.6 
1,818.7 2,096.3 3,915.0 

177.0 178.0 355.0 

29,307.0 22,873.3 63,283.3 
290.9 174.5 1,472.5 

3,266.9 6,821.6 10,088.4 
6,655.4 6,273.7 12,929.0 

847.3 2,057.0 2,904.2 
4,415.1 1,885.3 16,395.0 

1.3 - 6,807.4 619.8 7,428.6 
3,690.5 1,335.2 5,025.6 
3,120.0 3,506.9 6,626.9 

213.6 199.4 412.9 

51,540.6 77,946.6 43,015.0 172,502.1 
2,570.5 527.7 298.7 3,396.8 

4,983.6 10,475.3 15,458.8 
12,060.5 11,081.6 23,142.1 

1,530.7 4,053.1 5,583.9 
48,966.2 25,745.9 7,878.8 82,590.9 

3.6 21,385.4 1,278.5 22,667.8 
6,405.0 2,160.0 8,565.1 
4,648.4 5,204.3 9,852.7 

659.4 584.7 1,244.1 

Source: Results generated by IHS Globa/lnsight from IMPLAN model 
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Appendix A: How the MACT Costs were Calculated 

Because of the anticipated major financial impact of this rule on the Industrial Commercial and 
Institutional (ICI) sectors of the country, the Council of Industrial Boiler Owners (CIBO) 
commissioned URS Corporation to work with our members to estimate the capital costs for 
installation of additional control technologies on existing boilers. The approach used by CIBO and 
URS (CIBO/URS) to estimate capital costs differed from EPA's in several respects, as described 
below. 

We developed a detailed spreadsheet to estimate costs for Boiler MACT, based on EPA's major 
source boiler inventory database table. Based on the information in the EPA emissions database 
on boiler size, fuel, existing controls, and emissions, we estimated costs of controls that would 
likely be necessary to comply with the Boiler MACT for coal, biomass, liquid, and gas 2 boilers for 
those units 10 MMBtu/hr and greater. Because the proposed rule does not include emission 
limits for natural gas boilers, these units were considered in a separate cost analysis assuming 
the work practice standards would not be allowed and the proposed Gas 1 limits in the preamble 
would be applied, requiring application of control technology to these boilers and process heaters 
for all regulated pollutants. 

Information from various sources was used to determine a base capital cost for a 250 MMBtu/hr 
boiler and process heater for each PM and HCr control technology option and then scaled using 
an 0.6 power function based on the size of each boiler and process heater in the inventory. For 
example, the capital cost of a scrubber on a 100 MMBtu/hr boiler is calculated as the base cost of 
$8 million times CI00/250)o.6. A fixed capital cost of $1 million was assumed for installation of a 
carbon adsorption system for Hg and/or dioxin control, as these systems do not vary much in cost 
by boiler size. A fixed capital cost of $2 million was assumed for CO controls (either projects to 
improve combustion or fuel feed or installation of a CO catalyst). Base cost estimates represent 
median costs for the various control scenarios based on published reports, industry and vendor 
information on specific project costs, EPA reports or control device fact sheets, or actual BACT or 
BART analyses previously submitted to permitting agencies. 

To estimate capital costs for each boiler and process heater, we assumed that if there was no 
emissions information available for a particular unit, the unit would likely need MACT, which EPA 

. stated in the preamble to the proposed Boiler MACT is a fabric filter (FF) plus carbon injection 
plus wet scrubber plus combustion improvements (or CO catalyst). For PM, if a unit did not 
already have a FF or ESP and there was information that indicated the unit cannot meet the 
proposed limit or there was no emissions information, we assumed a new FF. If the unit already 
had a FF or ESP and there was information that indicated the unit cannot meet the proposed limit 
we assumed an upgrade to the existing control equipment. To estimate control costs for HCI, if 
there was information that indicated the unit cannot meet the proposed limit or if there was no 
emissions information, we assumed either a scrubber upgrade or new scrubber depending on 
whether the unit currently had a scrubber. For Hg and dioxin, if there was information that 
indicated the unit cannot meet the proposed limit or if there was no emissions information, we 
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added carbon injection. For CO, if there was information that indicated the unit cannot meet the 
proposed limit and is not a fluidized bed boiler, stoker boiler, suspension boiler, or dutch oven,. 
then we assumed that capital would be necessary to either perform combustion and/or fuel feed 
improvements or other boiler/proce~s heater improvement projects to reduce CO or install a CO 
catalyst. 

Although EPA's estimates indicate that the total capital cost of the proposed rule will be $9.5 
billion, CIBO and URS have estimated that the total capital cost of the rule will be over $20 billion 
for all affected sources for installation of emissions controls on coal, biomass, liquid, and gas 2 
boilers and process heaters. It is evident major capital investments in add-on control technology 
will be required for continued operation of the ICI power house and energy base of the country. 

Our capital cost estimates differ from EPA's cost estimates as follows: 

.jii EPA has used the outdated Control Cost Manual and we have based our cost estimates 
on more recent information, including actual vendor cost estimates, actual project costs, 
BACT and BART analyses, industry control cost studies, etc. 

iI We used a CO catalyst cost 4 times higher than EPA's. The CIBO/URS estimate is based 
on a recent quote from BASF and EPA's is based on the 1998 Control Cost Manual 
section on catalytic oxidizers for VOC control. 

oft EPA has estimated that a tuneup or burner replacement will be adequate for many units to 
achieve the CO limits. We do not agree with this assumption and have estimated higher 
costs to implement combustion controls, fuel feed system improvements, or CO catalyst. 

'IJI Our estimated CO control capital costs are $1.2 billion for liquid and gas 2 and $1.5 billion 
for coal and biomass, where EPA's total estimate for CO control capital costs is only $13.9 
million, mostly because they have assumed that tune-ups and replacement burners will be 
adequate for the vast majority of boilers to comply . 

.jrj EPA has estimated that activated carbon injection will only be required on 155 existing 
boilers because installation of a fabric filter is expected to achieve the mercury emission 
limits, except in cases where a unit already has a fabric filter and does not meet the limits. 
We do not agree that fabric filters will be sufficient to reduce mercury emissions to the ultra 
low levels proposed in this rule. There is a flaw in the logic that fabric filters are expected 
to achieve mercury emission limits when there are many boilers in the database that are 
equ'lpped with fabric filters and have measured mercury emissions higher than the 
proposed limits. EPA's estimated industry-wide capital cost for activated carbon injection 
presented in Table 2 of the cost and emissions impacts memo is extremely low, at only 
$9.5 million. We do not understand how this can represent 155 boilers; it seems to us to 
represent the cost 10 boilers would incur to install a carbon injection system. Our estimate 
for carbon injection required for mercury and dioxin/furan control is $1.7 billion. 

>Ill EPA estimated that an ESP would be installed to meet the PM emissions limit unless a unit 
already had a fabric filter installed. We believe that since sorbent injection will be required 
for acid gas, mercury, and dioxin control, that fabric filters will likely be chosen for units 
without existing ESPs in order to maximize the performance of the sorbents and minimize 
the amount of sorbent used. For example, use of an ESP will require 4 times the carbon 
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to be injected for mercury/dioxin control than if a fabric filter is used. The capital cost for a 
fabric filter is higher than the capital cost for an ESP on the same boiler. 

fi CIBO/URS has estimated a PM control cost for coal, liquid, and gas 2 boilers and process 
heaters of $7 billion versus EPA's estimated PM control cost of $6.1 billion. 

~ EPA has estimated costs to install packed bed scrubbers for HCI control. Industrial boilers 
do not use packed bed scrubbers for acid gas control, as the limitations of these devices 
make them impractical for use on applications with high flow rates, high PM loading, and 
high inlet pollutant concentration. EPA's own fact sheet on these devices, located at 
http://www.epa.gov/ttn/catc/dir1/fpack.pdf, lists these limitations of these devices and 
indicates that they are only used in applications up to 75,000 scfm, which limits their use to 
small units only. Facilities will instead install wet scrubbers, dry scrubbers, or semi-dry 
scrubbers to control acid gas emissions from industrial boilers. EPA has estimated HCI 
control costs for equipment that industry is not likely to install. 

00 CIBO/URS has estimated capital costs for coal, liquid, and gas 2 boilers and process 
heaters for HCI control of $9.3 billion, while EPA's capital cost estimate for wet scrubbers 
is $3.3 billion. 

~ EPA presents several cost options in the two ERG memos. Option 2E assumes that 
facilities will not incur costs to comply with the dioxin/furan standards because they will test 
for dioxin/furan and be below detection levels. This logic does not make sense, especially 
because EPA has not outlined in the rule any procedures for handling non-detects when 
performing compliance testing and there are boilers in the EPA emissions database with 
dioxin/furan emissions that are non-detect but actually measured emissions higher than 
the proposed limit. CIBO/URS has estimated carbon injection as the control measure for 
d·,ox·,n/furan emissions and mercury emissions. As stated above, our cost estimate for 
carbon injection for coal, liquid, and gas 2 boilers and process heaters is $1.7 billion 
versus EPA's of only $9.5million. 

Capital Cost Estimates for MACT Compliance 
w~- ~-- -~--~~ - ~~~." ---~- - ~~~'T - ---~- ~ -~~~ _e_ --- -~- ---

5Uem EPA Capital Cost CIB0IURS Capital Cost 
"~'~r~~' 
CO Controls 
Carbon Injection for Hg and DfF 

PM Controls 
HCI Controls 

$13.9 million 
$9.5 million 
$6.1 billion 
$3.3 billion 

$2.7 billion 
$1.7 billion 
$7.0 billion 
$9.3 billion 

In the event Work Practice Standards for Natural Gas fired boilers and process heaters are 
replaced with the numerical standards proposed in the preamble for Gas 1 boilers, the following 
costs were estimated using the same assumptions as above. We have assumed that gas 1 
boilers and process heaters will apply the following technology: FF (for PM), carbon injection (for 

. Hg and D/F), wet scrubber (for HCI), and CO catalyst. 
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Capital Cost Estimates for MACT Compliance 

;~It~m-~-- - -- - _. -- EPA-C~PitaTcostfod3as·-~BO~~~;~a ital Cost-
;t:. 1 BOilers >10 MMBtu P 
CO Controls 
Carbon Injection for Hg and OfF 
PM Controls 
HCI Controls 

$3.5 million 
$32 million 

$11.5 billion 
$3.1 billion 

$5.8 billion 
$2.9 billion 

$19.6 billion 
$23.2 billion 

The above estimates could be considered conservative since they assume that emission controls 
can be installed on existing units and that controls will actually allow compliance with the 
proposed emission limits. These are very conservative assumptions since it is known that retrofit 
of emissions control devices such as these is extremely difficult for some units due to design and 
space limitations, and major issues with the floor setting methodology make achievability of the 
emission limits highly uncertain. Therefore, it is likely that some combustion units will need to be 
replaced rather than retrofitting controls to those existing units. Replacement of combustion units 
could escalate these costs significantly. 
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Appendix B: The IMPLAN Model 

IMPLAN, short for "Impact Analysis for Planning," is a widely used commercially available model 
for input/output analysis. Minnesota IMPLAN Group, Inc., is responsible for the production of the 
IMPLAN data, model, and software. Using classic input/output analysis in combination with 
region-specific social accounting matrices and multiplier models, IMPLAN provides a highly 
accurate and adaptable model for its users'. The IMPLAN database contains country, state, zip 
code, and federal economic statistics, which are specialized by region. IMPLAN accounts closely 
follow the accounting conventions used in the :'Input-Output Study of the U.S. Economy" by the 
BEA and the rectangular format recommended by the United Nations. The IMPLAN system was 
designed to serve three functions: 

1) Data retrieval, 
2)· Data reduction, model development, and 
3) Impact analysis 

Comprehensive and detailed data coverage of the entire United States by geography, and the 
ability to incorporate user-supplied data at each stage of the model-building process, provides a 
high degree of flexibility both in terms of geographic coverage and model formulation. There are 
two components to the IMPLAN system, the software and databases. The databases provide all 
information to create regional IMPLAN models. The software performs the calculations and 
provides an interface for the user to make final-demand changes. 
The IMPLAN system consists of two major parts: 

1) A national-level technology matrix and 
2) Estimates of sectoral activity for final demand, final payments, industry output, 

and employment for each detailed geography in the United States along with the 
aggregate region. 

Input-output accounting describes commodity flows from producers to intermediate and final 
consumers. The total industry purchases of commodities, services, employment compensation, 
value added, and imports are equal to the value of the commodities produced. 

Purchases for final use (final demand) drive the model. Industries produce goods and services for 
final demand and purchase goods and services from other producers. These other producers, in 
turn, purchase goods and services. This buying of goods and services (indirect purchases) 
continues until leakages from'the region (imports and value added) stop the cycle, 

These indirect and induced effects (the effects of household spending) can be mathematically 
derived. The derivation is called the Leontief inverse, The resulting sets of multipliers describe the 
change of output for each and every regional industry caused by a one dollar change in final 
demand for any given industry. 
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Creating regional input-output models requires a tremendoLis amount of data. The costs of 
surveying industries within each region to derive a list of commodity purchases production 
functions) are prohibitive. IMPLAN was developed as a cost-effective means to develop regional 
input-output models. 

IMPLAN easily allows the user to do the following: 

flo Develop hislher own multiplier tables; 
!.'II Develop a complete set of SAM (Social Accounting Matrix) accounts; 
Ill' Change any component of the system, production functions, trade flows, or 

database; 
fi Generate type I, II, or any true SAM multiplier internalizing household, 

government, andlor investment activities 
~ Create custom impact analysis by entering final-demand changes; 
e Obtain any report in the system to examine the model's assumptions and 

calculations. 

There are two components to the IMPLAN system, the software and databases. The databases 
provide all information to create regionallMPLAN models. The software performs the calculations 
and provides an interface for the user to make final-demand changes. 

IMPlAN SOFTWARE 

Minnesota IMPLAN Group developed the current version of IMPLAN Professional® version 3.0 in 
2009. It is a Windows-based software package that performs the calculations necessary to create 
the predictive model. The software reads the database, creates the complete set of social 
accounting matrices (SAM), the 1/0 accounts, and integrates all user-defined inputs to produce an 
alternative scenario. 

The IMPLAN Input/Output System derives the predictive multipliers. The software also enables 
the user to make changes to the data, the trade flows, or technology. It also enables the user to 
make final-demand changes, which results in the impact assessment. 

Features of IMPLAN Professional® include: 

1) Windows file and printer management; 
2) Economic database editor; 
3) Complete Social Accounting Matrix structure; 
4) A choice of trade-flow assumptions: Supply-Demand Pooling; Regional Purchase' 

Coefficients; Location 
5) quotients; 
6) Production function editor, i.e., the tools and opportunity necessary to modify the 

"absorption" 
7) and "byproducts" matrices; 
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8) Libraries for production functions and impact analysis expenditures; 
9) Flexible model aggregation tools; 
10) Report generator; many preset reports for all stages of model building and analysis; 
11) Export feature to many of the major PC file formats; 
12) Flexible assumptions for induced effects; 
13) Type SAM - true SAM multipliers which allow internalizing any number of institutions; 

a. Type II - Based on PCE and SAM based local income relationship; 
b. Type II - Based on user-specified disposable income rate; 
c. Type III (CPMM) - Traditional Forest Service employment based multipliers; 

14) Menu structure for easy impact analysis; 
15) Event-based impact databases; 
16) Built-in and editable transaction margins; 
17) Built-in and editable deflators; 
18) Technical support by MIG, Inc.; 
19) Data in Access Database format. 

DATABASE 

Each database has information for these components for all 440 industrial sectors in the IMPLAN 
model. This 440-sector scheme was revised in 2007 and was originally the basis for the Bureau 
of Economic Analysis's Benchmark Input-Output Study. This scheme is nearly 6 digit NAICS for 
manufacturing, and more aggregate for service sectors. By necessity IMPLAN's sectoring is very 
similar. However, in some cases, 6 digit NAICS code data has been aggregated for certain 
IMPLANsectors. A full NAICS to IMPLAN mapping document can be downloaded from 
www.implan.com. 

Employment is total wage and salary and self-employed jobs in a region. In the 1985 database, 
employment was measured as full-time equivalent jobs. This meant that total employment in a 
region would generally be below most published estimates because these are generally full-time 
and parttime. In the 1990 and subsequent databases, employmentinciudes both full-time and 
part-time workers. Employment in the 1990 and subsequent databases are measured in total 
jobs. 

There are four SUb-components for value added: 

1) Employee Compensation; 
2) Proprietary Income; 
3) Other Property Type Income; 
4) Indirect Business Taxes; 

Employee compensation is wage and salary payments as well as benefits, including health and 
life insurance, retirement payments, and any other non-cash compensation. This provides a 
measure of income to workers who are paid by employers. 
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Proprietary income consists of payments received by self-employed individuals as income. This 
would be recorded on Federal Tax Form 1040C. This includes income received by private 
business owners, doctors, lawyers, and so forth. Any income a person receives for payment of 
self-employed work is counted here. 

Other property-type income consists of payments from rents royalties and dividends. This 
includes payments to individuals in the form of rents received on property, royalties from contract, 
and dividends paid by corporations. This also includes corporate profits earned by corporations. 

Indirect business taxes consist primarily of excise and sales taxes paid by individuals to 
businesses. These taxes are collected during the normal operation of these businesses but do 
not include taxes on profit or income. Goods and services purchased for their ultimate use by an 
end user are called final demands.'For a region, this would include exports as that is a final use 
for that product. In an input-output framework, final demands are allocated to producing industries 
with margins allocated to the service sectors (transportation, wholesale and retail trade, 
insurance) associated with providing that good to the final user. 

Thus, final demands are in producer prices. There are 13 sUbcomponents for final demands: 

1) Personal Consumption Expenditures (PC E)-nine income levels; 
2) Federal Government Military Purchases; 
3) Federal Government Nonmilitary Purchases; 
4) Federal Government Capital Formation Purchases; 
5) State and Local Government Non-Education Purchases; 
6) State and Local Government Education Purchases; 
7) State and Local Government Capital Formation Purchases; 
8) Inventory Purchases; 
9) Capital Formation; 
10) Foreign Exports; 
11) State and Local Government Sales; 
12) Federal Government Sales; 
13) Inventory Sales. 

All final demands in the original data are on a commodity basis. The distinction between 
industries and commodities is as follows from the 1972 1-0 Definitions and Conventions Manual: 

~ An input-output industry is a grouping of establishments, as classified by Standard 
Industrial Classification (SIC)'; 

6 The IMPLAN sector scheme is now currently based on NAICS definitions and is revised as necessary after each 5-year 
Economic Census is released. 
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~ An input-output commodity consists of the characteristic products of the corresponding 
1-0 industry wherever made. There are several industries that have no commodities. 
This is a result of departures from the strict SIC of industries. Also, some commodities 
have no associated industry. An example of this is noncom parable imports. 

PCE consists of payments by individuals/households to industries for goods and services used 
for personal consumption. Individuals tend to buy little directly from industries other than retail 
trade. In an input-output table, though, purchases made by individuals for final consumption are 
shown as payments made directly to the industry producing the good. PCE is the largest 
component of final demand. 

Federal government purchases are divided between military and nonmilitary uses and capital 
formation. Federal military purchases are those made to support the national defense. Goods 
range from food for troops to missile launchers. Nonmilitary purchases are made to supply all 
other government functions. Payments made to other governmental units are transfers and are 
not included in federal government purchases. 

State and local government purchases are divided between public education and non-education 
and capital formation. Public education purchases are for elementary, high school, and higher 
education. Non-education purcha·ses are for all other government activities. These include state 
government operations, operations including police protection and sanitation. Private-sector 
education purchases are not counted here. Private education purchases show up in IMPLAN 
sectors 495 and 496. 

I nventory purchases are made when industries do not .sell all output created in one year. This is 
generally the case. Each year, a portion of output goes to inventory. Inventory sales occur when 
industries sell more than they produce and need to deplete inventory. Inventory purchases and 
sales generally involve goods-producing industries (e.g., agriculture, mining, and manufacturing). 

Capital formation is private expenditures made to obtain capital equipment. The dollar values in 
the IMPLAN database are expenditures made to an industrial sector producing the capital 
equipment. The values are not expenditures by the industrial sector. 

Foreign exports are demands made to industries for goods for export beyond national borders. 
These represent goods and services demanded by foreign parties. Domestic exports are 
calculated during the IMPLAN model creation and are not part of the database. 

The national transactions matrix is based on the most current BEA National Benchmark Input­
Output Model. It is re-sectored to IMPLAN industrial sectoring. We use our IMPLAN data for the 
current year to update the most recent National Benchmark study. 
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The notion of a multiplier rests upon the difference between the initial effect of a change in final 
demand and the total effects of that change. Total effects can be calculated either as direct and 
indirect effects, or as direct, indirect, and induced effects. Direc! effects are production changes 
associated with the immediate effects or final-demand changes. Indirect effects are production 
changes in backward- linked industries caused by the changing input needs of directly affected 
industries (for example, additional purchases to produce additional output). Induced effects are 
the changes in regional household spending patterns caused by changes in household income 
generated from the direct and indirect effects. . 

Five different sets of multipliers are estimated by IMPLAN corresponding to five measures of 
regional economic activity: total industry output, personal income, total income, value added, and 
employment. For each set of multipliers, four types of multipliers are generated, Type I, Type II, 
Type SAM, and Type III. 

Type I Multiplier 

A Type I multiplier is the direct effect, produced by a change in final demand, plus the indirect 
effect divided by the direct effect. Increased demands are assumed to lead to increased 
employment and population with the average income level remaining constant. The Leontief 
inverse (Type I multipliers matrix) is derived by inverting the direct coefficients matrix. The result 
is a matrix of total requirement coefficients, the amount each industry must produce for the 
purchasing industry to deliver one dollar's worth of output to final demand. 

Type II Multipliers 

Type II multipliers incorporate "induced" effects resulting from the household expenditures from 
new labor income. The linear relationship between labor income and household expenditure can 
be customized in the IMPLAN Professional® software: 1. The default relationship is PCE and 
total household expenditures. Each dollar of workplace-based income is spent based on the SAM 
relationship generated by IMPLAN. 2. The second possibility is a RIMS II style of Type II 
multiplier, where PCE is adjusted to represent only the spending of the d',sposable income portion 
of labor income. In this way, there is a direct one-to-one relationship to labor income and PCE. 
Then, a ratio which the user can specify is applied to convert total income to disposable income 
before the rounds of induced effects are calculated. 

Type SAM 

Type SAM multipliers are the direct, indirect, and induced effects where the induced effect is 
based on information in the social account matrix. This relationship accounts for social security 
and income tax leakage, institution savings, and commuting. It also accounts for inter-institutional 
transfers. This multiplier is flexible in that you can include any institutions you want. In other 
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words, if you want to create a model closed to households and state and [ocal government, you 
can. [f you select this option, an additional dialog box with be displayed allowing you to select the 
institutions you want to include. 

Output Multipliers 

This report shows the total industry output multipliers and per-capita personal consumption 
expenditures. Output multipliers can be used to gauge the interdependence of sectors; the larger 
the output multiplier, the greater the interdependence of the sector on the rest of the regional 
economy. A Type [ entry represents the value of production (from direct and indirect effects) 
required from all sectors by a particular sector to deliver one dollar's worth of output. Type II, 
SAM, and III adds in the induced requirements . 

. Examp[e: [f a Type [ mu[tiplier for the dairy farm industry is 1.0943, for each dollar of output 
produced by the dairy farm sector, 0.0943 dollars' worth of indirect output is generated in other 
local industries. If the Type SAM Dairy Farm mu[tiplier is 1.3140, 0.3140 dollars of indirect and 
induced output is generated in other local industries. The induced output would be 1.3140 minus 
1.0943 or 0.2197 dollars for each dollar of output produced by the dairy farm sector. 

Labor Income Multipliers 

The labor income multiplier report shows the. direct, indirect, and induced employee 
compensation plus proprietor income effects generated per dollar of output. The Type [ personal 
income mu[tiplier is the direct and indirect employee compensation plus proprietor income divided 
by the direct income. The Type II, Type SAM, and Type III multiplier adds the induced effects 
component. 

Example: If the Type [ multiplier for the dairy farm sector is 1.4761 and the Type SAM mu[tiplier is 
2.7067, then for each dollar of direct income generated by this industry, 0.4761 dollars of indirect 
and 1.2306 dollars of induced income are generated. 

Employee Compensation Multipliers 

Emp[oyee compensation represents all payroll costs of wage and salary workers. The Type [, 
Type SAM, Type II, or Type III total income mu[tipliers are listed in this report along with the 
direct, indirect, anil induced total income effects generated from the production of one dollar's 
output. 

Proprietor Income Multiplier 

Proprietor income is the income earned by the owners of a private-non-incorporated business­
i.e., the self-employed. The Type [, Type SAM, Type II, or Type III total income mu[tipliers are 
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listed in this report along with the direct, indirect, and induced total income effects generated from 
the production of one dollar's output. 

Other Property-Type Income 

Other property-type income represents corporate income, rental income, and interest. The Type I 
and Type II/Type SAM/Type III total income multipliers are listed in this report along with the 
direct, indirect, and induced total income effects generated from the production of one dollar's 
output. 

Value-Added Multipliers 

Type I and Type II/Type SAM/Type III value-added multipliers are listed in this report along with 
the direct, indirect, and induced value-added effects generated from the production of one dollar 
of output. Value-added includes employee compensation, proprietary income, other property-type 
income, and indirect business taxes. 

Employment Multipliers 

Type I and Type II/Type SAM/Type III employment multipliers are listed in this report along with 
the direct, indirect, and induced employment effects from the production of one million dollars of 
output. Employment is in terms of full-time and part-time jobs. 

Example: if a dairy farm Type I employment multiplier is 1.1158, for each job created directly by 
the dairy farm industry, 0.1158 jobs are created indirectly. 
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CIBO Urges EPA To Save Jobs In Final MACT Rules 

Burke, VA - A new economic impact study by IRS Global Insight says new, strict proposed 
Environmental Protection Agency (EPA) pollution rules for boilers and process heaters could put 
more than 300,000 jobs at risk and significantly impact the broader economy. The study is 
intended to help EPA minimize the economic impacts in finalizing the regulation. 

The study, which was released by the Council of Industrial Boiler Owners (ClBO) today, analyzed 
three different compliance scenarios that could result depending upon how EPA finalizes its 
proposed Boiler MACT rule for Industrial, Commercial, and Institutional (ICI)boilers and process 
heaters. Across all three scenarios, the study found that every $1 billion spent on upgrade and 
compliance costs could put 16,000 jobs at risk and reduce the US GDP by as much as $1.2 billion. 

EPA's proposed rule would impose new regulations and new monitoring requirements for 11 
subcategories of boilers and process heaters based on fuel type and unit design, with the intention 
of substantially reducing hazardous air pollutant (HAP) emissions from those units. In many 
cases, these new standards would require the installation of expensive control technologies without 
sufficient assurance that proposed emission limits would routinely be achieved. The often large 
capital costs needed to retrofit many current plants could prove economically difficult for many 
existing units and could lead to closure of some operations. 

In addition to the significant potential impact on the ICI sectors that operate boilers and process 
heaters, the report outlines far-reaching consequences on the economy. Projected impacts vary 
based on the scenario being evaluated. For example, the rille as proposed could put 338,000 jobs 
at risk (at regulated facilities, their suppliers, and broader effects of the loss of direct and indirect 
spending). Of those jobs that could be at risk, 153,000 of them could be avoided if EPA were to 
use a health-based approach for regulating inorganic HAPS, which would result in roughly 
equivalent environmental benefit. EPA has sensibly proposed to use a work practice standard for 
natural gas-fired units. For these natural gas units, if EPA instead decides to apply technology 
based emissions limits as discussed in the proposed rule, an additional 798,000 jobs could be put at 
risk. 

"ClBO believes a cost-effective and environmentally-protective regulation is possible within the 
existing framework if EPA finalizes this rule carefully and addresses the critical issues identified 
in comments submitted by owners of units that must comply with the rule," said Robert Bessette, 
President of ClBO. "This study offers an eye-opening look at the economic damage that could be 
caused if EPA moves forward with this Boiler MACT rule without substantial modifications. The 



study makes clear that it is important for EPA to take great care in finalizing this lUle to a~oid 
significant consequences for many boiler and process heater owners, the communities surrounding 
affected facilities and the broader economy." 

While some larger entities will be able to absorb the costs of the lUle with minimal changes to 
employment levels, they would pass on the costs to their customers. The largest impact would be 
'on smaller or less profitable firms, which could be forced to make the largest staff reductions or 
even shut down. 

### 

GIBO is a broad-based trade association of industrial boiler owners, architect-engineers, 
universities & related equipment manufacturers representing 20 major industrial sectors. GIBO 
actively promotes energy and environmental equipment, technology, operations & policies and 
laws & regulations affecting industrial energy facilities. 

IHS Global Insight is widely recognized as the most consistently accurate economic forecasting 
firm in the world. With over 600 economists, statisticians, and industry specialists in 25 offices 
worldwide, IHS Global Insight has a well-established track record for providing rigorous, 
objective forecast analysis and data to governments and businesses around the world. 

The study may be accessed at: www.cibo.org 

For information, please contact Robert D. Bessette, 
President, Council Of Industrial Boiler Owners 
bessette@cibo.org 
703-250-9042 
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January 6, 2011 

The Honorable Darrell E. Issa 
Chairman 
U.S. House of Representatives 
Committee on Oversight and Government Reform 
2157 Rayburn House Office Building 
Washington, DC 20515-6143 

Dear Chairman Issa: 

On behalf of the Construction Industry Round Table (CIRT)" we wish to 
thank you for requesting the Round Table's participation in the critically 
important effort to identify existing and proposed regulations that have or 
may negatively impact job growth in our industry. 

"Time is money" both axiomatic and true in the design and construction 
industry - which remains heavily labor intensive to this day. So, if 
something takes more time it cost jobs ... thus, regulatory delays, 
redundancies, inefficiencies, and red tape collectively have a direct impact 
on costs and therefore the vitality and ability of our industry to remain 
profitable and hire more people. 

Even the American public has come to this conclusion, with an 
overwhelming 81 percent agreeing that the government "needs a basic 
overhaul" and should undertake "an annual 'spring cleaning' to eliminate 
unnecessary regulations and red tape." according to a recent Clarus 
Research Group poll (Dec. 2010). 

Design and Construction Community 
The design/construction community's "can-do-spirit" and "know-how" still 
exists, it's just hard find under the mountains of laws, regulations, and rules 
that we insist on heaping onto our private sector job creators and then 
expect them to spur economic growth'and employment. Not only is the 
existing mass burdensome (which one might call "the regulatory complex"). 
the uncertainty and unintended consequences of what appears to be a 
never ending expansion of government's reach has also done severe 
damage to the entrepreneurial spirit and risk taking - both necessary to 
jump start a robust recovery. 

1 The Construction Industry Round Table (CIRT) strives to crea-te one volce to meet the interest 
and needs of the design and construction community. CIRT supports its members by actively 
representing the industry on public policy Issues, by improving the image and presence of its 
leading members, and by providing a forum for enhancing and/or developing strong . 
management approaches in an ever changing environment through netwoffling and peer 
interaction, 

The Round Table is composed of approximately 100 CEOs from the leading architectura', 
engineering, and construction firms In the United States. Together thesa firms deliver on 
bfllions of dol/ars of public and private sector infrastructure projects that enhance the quaf/tyof 
life of all Americans while directly employing half-million Americans. 



CIRT Leiter on Excessive Regulations 
January 6, 2011 

Page Two 

The process of designing and constructing is one of man's most complex and daunting endeavors - it 
often is the means by which we measure the success of an entire civilization (to wit, the "ruins" of 
ancient worlds are typically viewed as how advance they were or how resourceful and lasting), Part 
of the complexity is the num ber of parties and interested players thet mey have a hand in or influence 
over a given project, add to that the number of layered jurisdictions (federal, state, local, etc,); and 
one begins to understand the myriad places and opportunities where delaylredundancy can creep 
into the process through unnecessary red tape, 

This process has become profoundly more complicated, as recently noted in the Civil Engineer 
BLOG: "[tJhe environmental protection movement has contributed to the uncertainty for construction 
because of the Inability to know what will be required and how'long It will take to obtain approval from 
the regulatory agencies, The requirements of continued re-evaluation of problems and the lack of 
definitive criteria which are practical have also resulted In added costs,'" 

While examples of red tape can be found in procurement of services, environmental requirements, 
public safety, financial requirements (FlnReg), project delivery, payment systems, benefit mandates 
(health care reform), and countless other areas - they all hold some things in common: lack of 
uniformity, redundancy, and Inefficiencies, 

(A) Streamlining 
"As a people we have chosen to function under a political system that promotes diversity of 
governmental authority, and structure, As a result, we have developed a national regulatory system 
well meaning in its intentions, but layered and overly complex. Our social purposes, missions, and 
public interests often compete, with our 44,000 jurisdictions, all 50 states, several territories, and the 
federal government each amending, adopting, interpreting, and enforcing five major sets of 
construction codes and over 2,000 technical standards governing the sit[e selection), design, and 
construction of buildings (NOTE: just "b~ulldings" Is being considered here - in other words "vertical 
construction" - not roads, bridges, environmental remediation, etc, etc,)," See, NCSBCS and its 54 
national partners [hereinafter "Alliance") web site entilled: Streamlining tile Nalion's Building 
Regulatory Process (www.ncsbcs.orglnewsiteIStreamlineIStream.htm )' 

And tile cost of red tape can be sUbstantial, The AlliancelFIATECH Project has found that increasing 
the efficiency of modern construction codes, rules, and regulations as well as reducing the amount of 
time it takes to move a new building or building renovation through the regulatory process by as much 
as 60% annually, can also save both the private and public sectors tens of billions of dollars, 

When extrapolated to the full construction market, the study notes that: 

a TIle Environmental Protection Agency (IEPA) has long been a souroe of regulatory Inefficienoy and costs. Almost 30 years 
ago Land /Economics (Vol. 59, No.1. February 1983) pUQlIslJed an artlcla entitled: "Impact of Regulatory Delays 011 the Cost of 
Wastewater Treatment Plants" by Krista S. Reed and C. Bdwin Young whlc/) pointad out that "Tile red tapa nacassaty to meet 
the EPA requirements frequently delays tlro'stat1 of construction an averaga of 2 to 4 years." 19.. @ page 35. 

:I The NationatConfarence of States on Building Codas and Standards, Inc, (NCSBCS) has worked oval' tlla years with fedaral 
agancias and public and privata sactor organizatIons, and has now joined wltll tha EIATECH StreamlinIng Praisct and the Stato 
and Local government support actlvltias of Robert Wible & Associatos with a goal to reduce the amoLlnt of tima It ta{(as to move 
Imild/ngs through the regulatoty system by as much as 60%. 
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Regu/atory Costs = 10% oftl7e Annua/ $1.0 trillion in U.S. Construction or $100 Billion in costs.' 

BUT, even with these enormous savings - much, if not all, of the purpose of these procedures could 
be accomplished without the unnecessary delays and costs' - that's not just a theory, but a fact 
proven by the experiences borne from projects across the country when time is of the essence. 

(8) Contrasting Proiect Experiences 
There are any number of examples and experiences over the years where we can focus on the clear 
unmistakable lessons we've learned and put them to work across the board on a myriad of public. 
projects so that we get the benefits of efficient, science-based, and cost/time sensitive regulations 
without the unnecessary and wasteful burdens. Or we can ignore them and continue with wasteful 
inefficient procedures. 

• Cutting Through Red Tape (Early Completion): After barely one year (some three months. 
ahead of schedule) a new 1-3SW bridge stood where one tragically collapsed on Aug.1 2007. 
The old span carried more than 140,000 vehicles a day and the loss of the bridge was 
costing $400,000 per day in diminished revenue, increased commuter expenses, and burden 
on surrounding roads. "Business as usual" and needless regulatory delays would not be 
acceptable or tolerated by the devastated community. When Incentives exist, the regulations 
and red tape can be overcome/managed and eliminated to create a notable success: The 
Interstate 3SW bridge replacement project was completed early/below budget and was 
awarded America's Transportation Awards' Grand Prize for 2009 by the American 
Automobile Assn., the American Assn. of State Highway & Transportation Officials and the 
U.S. Chamber of Commerce. [RESOURCE: Linda Figg, Figg Engineering Group (FL)] 

Typical Project Delays: The project to rehab the City of Chicago's "Redline" and bring it to a 
state of good repair, on its existing right away (which is currently in disrepair and "falling 

" The Alliance documented the savings from streamlining Bnd use of IT matllods for buildIng projects - Bnd tllen applied it to 
2007 Construction Data (today, construction spending is down to approximBtely-$810 billion. of which aboul $256 billion is fn 
non«residentia/ building). 

!i The AlliancelFIATECH web site notas: "This is not about regulatory abandonmentJ This is about spending bot/) government 
and prl.vate sector dollars wisely." 

By 2007, tile study found vast savings from seemingly simply efficiencfes such es: < 

(1) e-Permit Processing now used in over 500 jurisdfotions aoross the nation ranging in population from Los Ange/es 
(3,6~5,000) to Cobleskill, NY (5,300) reduce steff and buJ/dlng owner/architect times to process permits by between 30- 40%.­
(2) Interactive Voice Response (IVR) systems in Shelby Co., TN; Orlando, FL and Washington Co., OR reduce the time to 
schedule anel conduct Inspections from 2-3 days to lass than 24 hours,' (3) Mobile fiald Inspect/on teohnology being used In 
oities including P/loenix, AZ,' San Dimes, CA Increase the number of inspections performed per day by 25% end reduce 
contrector down Ume waiting for inspections end their results by 20%; (4) e--Plen Review now being conducted In,'-Atlante, GA; 
Bend, OR;MarlcopB Co., AZ; Osceola Co., FL end B dozen other jwisdlctions reduce the amount of time It takes to review 
plans by 40%, eliminate lost plans, and reduce by 80% the number of trips to these Jurisdictions by out of stete 
owners/architects; and (5) streamlined processes are getting bulfdlngs up end open faster, putting both people to wor/< enel 
ravenues into the jurisdIction's coffers sooner; forexemple e 200 room hotel openj!Jst 3 months e£Jl1ier using streamlined 
processes with an 80% occupancy = $144,000 III added tex revellues to ejtlrlsdictioll jllst from flJa 10% occupency tax on 
$100lnlght rooms. 
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down") is estimated to cost $4 billion. lithe CT A "Chicago Transit 'Authority" had the money In 
their hands today, the project still could not be finished until 2019; even though the 
construction should only take two years. The delay of some 7-years Is due to the EPA. EIS, 
and all the other groups that have to touch the proJect (notwithstanding It's an existing line 
that is operating now) preventing the ·start of construction for yearsl The Mayor of Los 
Angeles Is facing the same type of delays In building a number of his projects in his city. 
[RESOURCE: Jim Kenny, Kenny Management Services, (IL») 

(C) Procedures & Process 
Hidden in any discussion of regulatory waste is the procedural and process burden (or "paper 
work") that typically accompanies any rules. Examples of this process are both universal in 
application and often times unique or specific to industry groups and/or regulated areas. The 
same is true for the design/construction community. 

• Compliance and Paper Work Costs/Delays: Somewhat unique to the AlE/C community, the 
federal agencies appear to be "beefing-up" and hiring full-time staffers to assign to large 
projects involving so-called "stimulus" funds, where they are requiring monthly oversight 
meetings to ensure compliance with federal guidelines. The San Diego courthouse Is in the 
category of such a "mega-project" (over $1 OOM): contractors are devoting a number of people 
and resources to make sure they are in complete compliance -- the paperwork required Is 
akin to a monthly federal audit. 

Regulations have not been altered drastically, but chances of being audited have Increased 
and audits to a greater depth have been promised. The OFCCP, In fact, has eliminated their 
"desk audit" procedure and have moved to more aggressive in-depth on-site auditing process 
across the board - this then requires greater preparation for potential audits on the 
contractors' part in anticipation of the notlflcatlon letter or knock on the door. 

Procurement Rules for Construction Projects: Another example of regulatory rule making that 
has a direct Impact on costs/time relates to procurement procedures for AlE/C projects: 

» Use of project Labor Agreements (PLA) on Federal Construction Projects: The 
new rule seeks to implement President Obama's Executive Order No. 13502 (Feb.5, 
2009), which for the first time establishes a policy of "encouraging" federal agencies 
to consider Imposing union-only PLA's on federal construction projects whose total 
costs exceed $25 million. Besides the obvious potential (and likely) impact on 
increasing costs for federal projects (which means less proiects can be initiated), the 
proposal also end runs Congressional mandates and laws. [RESOURCE: Ben 
Brubeck, ABC (brubeck@abc.org») 

). Redefining "Inherently Governmental": One of the more pernicious expansions of 
government Is its willful efforts to compete with the private sector. To further that 
aim, the Administration has undertaken a rulemaking process to expand and flip the 
intent of what is "inherently governmental" so as to prevent worll from being 
contracted to the private sector. Clearly this has a direct impact on the ability of firms 

6 The proposal Gontemplat€lS expanding the PLA mandata to projects that do not directly involve the federal government (as a 
palty to the contract) by simply attaching the requirement to the funding, Currently, cases appear to restrict such an expansive 
reading of tile NLRA. The proposal a/so interferes with Congress/onal direction thet federal agencies should striVe to aobtain 
full and open eompetition n as set forth In the "Competition In Contracting Act." Moreover, the rlile violates and Ignores .5 U.S.C. 
804 (Congressional Review Act) and the Reguletory Flexibility Act . 
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to survive and maintain their personnel if the government agency reduces or stops 
contracting out work.' [RESOURCE: John Palatiello, BCFC QQbn@jmpa.us)]. 

:.. "Card Check" The potential remains, without the votes in Congress to pass a 
change in the law related to the so-called "Card Check" legislation, the Administration 
will turn to the NLRB's rulemaking authority. Given the construction industry's labor 
intensive nature, and the fact it is fairly highly unionized (at approximately 14.5%), 
such a rule or regulatory change will have an immediate and direct impact on the 
construction portion of the industry. 

Conclusion 
The time has come, if not long past, for efforts to focus on ways to roll-back, sunset, repeal, and/or 
de-fund the excessive "regulatory complex" that has arisen to new 11eights over the past decade.' 
Beyond these measures, the courts may also need to playa role to reverse the imbalance.' 

Short of outright repeal and/or elimination of excessive regulations and rules, the affect of 
streamlining them whereby actions are done concurrently and shared among and between 
jurisdictions/agencies so that a project may move 10IWard in a timely manner devoid of unnecessary 
delays would greatly improve the ability of NE/C firms to complete work and gainfully employ more 
Americans. Right now, dollars allocated to be spent on these projects are subject to endless 
redundant time consuming and often wasteful rules which weigh down efficiencies and delivery times, 
while Increasing costs. 

To expect the U.S. economy to expand, create jobs, and become robust through government 
intervention and excessive regulations, is to expect something that "never was ane/ never will be" - to 
paraphrase Thomas Jefferson. 

Sincerely, 

l~~~ 
President 
Construction Industry Round Table 

7 The OFPP guIdance Jetter's construct reverses the original and fong~he'd intent 01 federal poficy to contracf~out for goods and 
services unless tlley were ~inherently governmental" in nature, to Olle that now suggests tI}al agency omera/s must prove it is 
lliIi. "IniJerenlly governmenlel" 10 conirecl-olil. [See. 75 Fed. Reg. 16,196 (Marcil 31. 2010)}. 

a GIRT is aware that the new 11th Congress may take-up a number of proposals tIlat seek to rebalance andloreddl'BSS the 
regulatory complex that is rapidly replacing tile ConstltiJtlonal sefeguards and divisions that are,the hallmark of ollr 
governmental system. The Round Table supports sl1ell efforts end commends these along with sac/) suggestions as put forth 
byJ, T. Young to apply deficif.cuttfng techniques bycreeflng e ~RegtlJatory Budget" t!Jat begins to quentify the enormous 
"h./dden tax" found II) excessive regulatlons end rules, (See, Viewpoint, IBo (Dec, 29, 2010) pege A ·'1], 

9 Unfortunetely, the courts heve been exploiled and usad to expand I/)e regulatory reach by advocates who have !/sed them 
(often outside of their axpertise or scientific !wow/edge - sometimes influenced by feulty Or even fraudulent date, as In the case 
of C02 emissions) to 'get fevorable regulatory outcomes thet far exceeded the rulemaking process or Congressional intent. 
However more recently, the courts heve come down hard on some excessive reac/les by the FCC (In tl,e case of "net 
neutrelity" proposed rules), EPA ("jh Circuit remended the 2009 construction storm water rule), and Dol's mendatory oil drilling 
moratorium whfch was struck down as arbitrary and capricious, as well as potentiel repeal of portions of the massive lJealth 
care bfll. 
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January 19, 2011 

The Honorable Darrell Issa 
Chairman 
House Committee on Oversight and Government Reform 
2157 Rayburn House Office Building 
Washington, D.C. 20515 

Dear Chairman Issa: 

Expanding tl1e Wireless Frontier 

Thank you for your January 11 letter seeking assistance in Identifying eXisting or proposed regulations 
that may negatively Impact job growth in the wireless industry. CTiA - The Wireless Assoclatio,n® 
("CTIA") greatly appreciates the opportunity to respond and to highlight several areas where on-going 
regulatory activity threatens to impose significant new costs that will inevitably slow job growth, chill 
investment, impair innovation, and raise end-user costs to the detriment of the American economy. 

CTiA is an International nonprofit membership organization that has represented the wireless 
communications Industry since 1984. Membership In the association Includes wireless carriers and 
their suppliers, as well as providers and manufacturers of wireless data services and products. Our 
membership is part of an industry that now serves more than 290 million U.S. subscribers, directly 
employing more than 235,000 people, while investing more than $20 billion annually to expand and 
upgrade America'swireless networks. 

The investment, innovation, and competition that characterize the U.S. wireless industry have 
produced a marketplace in which Americans enjoy more choices and consume more minutes of use, 
while paying a lower price per minute, than consumers in other developed nations. It Is not an 
overstatement to say that the mobile revolution that has occurred over the last quarter century has 
changed the way we work, learn, shop, and play, all while driving economic growth In a positive 
direction. The mobile broadband services offered by CTIA's members are a key component of the 
United States' efforts to Increase broadband availability and adoption. 

Global leadership in the wireless industry Is not guaranteed to us, however, and policymakers must 
realize that the wireless Industry's "engine for growth" can be slowed or stalled by III-conceived, 
unnecessary, or burdensome regulations. In the balance of this letter, I provide a high-level description 
several proposed regulations that would seem to fit squarely within the scope of your Inquiry. 

1. FCC Proceeding re: Amendment of Parts 1, 22, 24, 27, 74, 80, 90, 95, and 101 To Establish 
Uniform License Renewal, Discontinuance of Operation, and Geographic Partitioning and 
Spectrum Disaggregation Rules and Policies for Certain Wireless Radio Services 

In May 2010, the Federal Communications Commission ("FCC" or "Commission") Issued a notice of 
proposed rulemaking addressing certain licensing and license renewal rules.' Specifically, proposed 
Section 1.949 requires a "detailed description" of the licensee's service during "the entire license 
period," addressing the following factors: 
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(1) the level and quality of service, Including population, area served, number of 
subscribers, services offered; 
(2) the date service commenced and whether service was ever interrupted, and the 
duration of any Interruptions or outages; 
(3) the extent to which service is provided to rural areas; 
(4) the extent to which service Is provided to tribal lands; and 
(5) any other factors associated with the level of service to the public. 

Without any countervailing benefit to the public, the proposed rules would Introduce significant new 
burdens to the licensing process for applicants and the Commission alike. 'Over the next 10 years, this 
Increased burden would be applied to the nearly half million renewals that will be submitted to the 
FCC. These reporting requirements will impose both significant financial and personnel resource 
burdens on wireless licensees - resources that could be better spent In the provision of wireless 
broadband services and in Increasing deployment to unserved and under-served areas. 

This Is by no means the only overly burdensome Information collection requirement the Commission Is 
proposing. But, as a result of the Commission's vague descriptions of what will comprise a sufficient 
renewal showing, It Is difficult to highlight specific additional concerns about the overall Impact of the 
data collection, only that they will be extensive and costly. However the Commission defines the 
nebulous "other factors associated with the level of service' to the public," In order to comply, 
licensees will require additional resources, Including the Identification and training of new staff. 
Collecting data regarding cell site transmitter stations, types of facilities In operation, descriptions of 
Investments, expansion plans, and more would require extensive training and divert employees from 
other important responsibilities. None of these burdens seem to be reflected In the Commission's 
discussion of the proposed collection requirement. 

2. FCC's "Bill Shoel(" i>roceeding 

On October 14, 2010, the FCC issued a notice of proposed rulemaking' addressing the alleged problem 
of wireless "bill shock," which the Commission defines as "sudden, unexpected Increases In 
[consumers'] monthly bills that are not caused by' intentional changes in their service plans." In its 
NPRM, the Commission proposes to mandate the delivery of one·slze·fits·all "usage alerts delivered 
via text message, other usage controls, and online comparison tools," while Ignoring the variety of 
tools already available from numerous mobile providers for consumers who wish to monitor, track, or 
limit their wireless usage. 

To put the scope of the alleged "bill shock" epidemic in context, the FCC's Consumer & Governmental 
Affairs Bureau asserted last October that It expected to receive approximately 1,500 "bill shock" 
complaints in 2010: Since the number of wireless subscribers rose to almost 293 million by June 
2010,' this expected number of cornplaints equates to about five per million subscribers - a complaint 
rate of lust five ten-thousandths of one percent. 

Nonetheless, the Commission appears to be moving forward with Its proposed regulations, and Is even 
considering applying these obligations to prepaid mobil.e services, which by definition are not billed 
after charges are incurred, thereby eliminating any risk that any prepaid wireless service customer will 
ever receive a bill containing unanticipated charges. 
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Beyond the fact that the Commission lacks a sound rationale for imposing "bill shock" rules, the 
Commission seems also to have radically understated the cost of complying with Its proposed regime, 
which It suggests could be accomplished for as little as $16,000.' This estimate is challenged by T­
Mobile's comments in the proceeding, which note that: 

"The NPRM grossly underestimates the costs associated with Implementing the 
proposed rules. In its submission to the Office of Management and Budget pursuant to 
the Paperwork Reduction Act, the Commission estimates that many wireless providers 
may "on occasion" make "some modifications to their existing billing systems to 
comply with the proposed requirement to offer usage alert notifications." The 
Commission further estimates that within each organization, the proposed rules can 
be implemented by one person within each organization, based upon 140 hours of 
work annually, for less than $16,000. These estimates do not come anywhere remotely 
close to reflecting the reality of the wireless marl(etplace and the resources necessary 
to implement the proposed rules.',6 

T -Mobile's criticism was echoed In the comments of the Rural Cellular Association, which noted that Its 
"members estimated the cost to implement the FCC's proposed real-time notifications and alerts to be 
around $2 million per carrier," which, with an average RCA member having about 20,000 subscribers, 
would cost approximately $100 per subscriber, roughly what an RCA member might expect a 
consumer to pay for two months of service.' Thus, while the Commission suggests that billing system 
modifications sufficient to comply with the obligations proposed In the NRPM could be accomplished 
for as little as $16,000, the carriers that possess actual expertise in dealing with complex billing 
systems provide estimates that are several orders of magnitude larger. 

The FCC should refrain from Initiating prescriptive rules that not only would likely cost carriers (and 
therefore consumers) tens, if not hundreds, of millions of dollars to put Into practice, but that also 
would raise numerous legal issues, create substantial Implementation challenges, and force companies 
to adhere to a set of one-slze-flts-all government standards Instead of creatively competing in the 

. provision of service to customers. Differentiation through competition will best serve consumers and 
ensure the efficient allocation of carrier resources. 

3, The PHMSA Lithium Battery Shipment Proceeding 

On January 11, 2010, the Pipeline and Hazardous Materials Safety Administration ("PHMSA") proposed 
to adopt a new set of regulations governing the cargo transportation of lithium batteries and products 
containing them -laptops, cell phones, medical devices, and many others. The regulations would be 
inconsistent with International standards adopted by most U.S. trading partners, Ignoring the fact that 
the market for lithium batteries and the products containing them is global in nature. PHMSA received 
over 100 substantive comments - including from CTIA - on the rule, all but a handful of which opposed 
the proposaL· 

While PHMSA estimated the first-year cost of Implementing Its proposed rules at less than $10 million, 
private sector evaluations of the rules suggest that PHMSA has grossly underestimated the cost of 
compliance with its proposed rules. Implementation of the rules proposed by PHMSA would require 
the restructuring of existing distribution practices of wireless carriers and their suppliers, as the rules 
would effectively preclude current "just in time" inventory supply management and create 
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requirements for more warehousing space and Investment to carry unshipped inventory. The impact 
of such restructuring has been estimated by Campbell Aviation Consultants and TransSystems 
("CAC/T"), at the request of the Portable Rechargeable Battery Association, to exceed $1.1 billion in 
the first year alone. Individual and proprietary estimates by several CTIA member companies suggest 
that large as it Is, CAC/T's evaluation may in fact understate these costs. But even if CAC!T's estimate 
Is taken as correct, PHMSA's estimate -like the FCC's In the "bill shock" proceeding - falls short by two 
orders of magnitude. 

***** 

Each of these regulatory efforts seeks to impose broad new burdens on one of America's greatest 
success stories. Taken collectively, these three proceedings suggest the need for regulators to exercise 
greater rigor In the estimation of the costs associated with proposed regulation, and for Congress to 
engage in vigorous oversight of agencies' cost estimates before rules are adopted. 

A potential solution to the type of problems raised in these proceedings would be for Congress to 
enact legislation that would reimpose the framework contained in Executive Order 13422. That action, 
taken by President George W. Bush in January 2007 and rescinded by President Barack Obama in 
January 2009 by means of Executive Order 13497, required agencies to Identify in writing the specific 
market failure or problem that warrants a new regulation, while providing their best estimates of the 
cumulative regulatory costs and benefits of the rules they expect to publish in the coming year, 
coupled with an expansion of the review to be conducted by the Office of Information and Regulatory 
Affairs. Codifying that process and extending It to cover all Executive branch and independent agencies 
with rule making authority would go a long way toward ensuring that regulatory efforts are narrow, 
targeted, and minimally burdensome, thereby preserving American industry's ability to Invest, 
innovate, and grow. 

Thank you for the opportunity to provide this input to the Committee. CTIA looks forward to working 
with you during the 112th Congress. 

Sincerely, 

1£,0 &~zt7' 
J t . Carpenter, JI. 
~ President, Gover ent Affairs 

'In the Matter of Amendment of Parts 1, 22, 24, 27, 74, 80, 90, 95, and 101 To Establish Uniform License 
Renewal, Discontinuance of Operation, and Geographic Partitioning and Spectrum Disaggregation Rules and 
Policies for Certain Wireless Radio Services, WT Docket 10-112, Notice of Proposed Rulemaking (released May 
25,2010). 
2 In the Matter of Empowering Consumers to Avoid Bill Shock; Consumer Information and Disclosure, CG Docket 
No. 09-158, CC Docket No. 98-170, WC Docket No. 04-36, Notice of Proposed Rulemaklng, FCC 10-180 (reI. 
October 14, 2010). 
, Federal Communications Commission Consumer & Governmental Affairs Bureau, White Paper on Bill Shock, 
October 13, 2010, at 3. Paper available at http://fcc.gov/stage/Oill-Shocl<-White-Paper.pdf. 
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4 CTIA survey, available at http://flies.ctla.org/pdf/CTIA Survey Midyear 2010 Graphlcs.pdf. 
s Specifically, the Commission estimates that system modifications for usage alerts can be undertaken by one 
Individual and that they can be accomplished within 100 hours for a total annual expenditure of $6,236. The 
Commission also estimates that Implementing the proposed rule regarding disclosure methods for capping and 
reviewing usage will similarly be done "on occasion" by one Individual within each organl,ation, and only take 40 
hours of work at an annual cost of $2,514. The Commission further estimates that the annuall,ed capital costs 
that 
providers may expend for upgrading software and other equipment will be around $6,666 per year. See T­
Mobile comments, CG Docket 10-207, at 16, note 40. 
6 Comments of T-Moblle, CG Docket 10-207, at 16-17. 
7 RCA comments, CG Docket No. 10-207, at 7. 
8 See http://www.regulatlons.gov/lildocketDetail:D=PHMSA-2009-0095. 
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January 5, 2011 

The Honorable Darrellissa 
Chairman 
Committee on Oversight and Government Reform 
United States House of Representatives 
Washington, DC 20515 

Dear Chairman Issa, 

On behalf of the Credit Union National Association (CUNA), I am writing in response 
letter of December 10, 2010, requesting information on regulations that have 

?';/';\~;!1~':' a negative effect on job growth in the credit union system. CUNA is the nation's 
credit union advocacy organization, representing approximately 90 percent of 

;'mh''';'i~'''"" state and federal credit unions in the United States and their 93 million 

Relieving credit unions' regulatory burden is a key objective for CUNA. Credit unions 
are not-for-profit financial cooperatives; the only owners of a credit union are its 
members, who receive the benefit of ownership through reduced fees, lower interest 
rates on lending products and higher dividends on savings products. Because of this 
structure, the cost of a credit union's compliance with unnecessary and unduly 
burdensome regulation impacts its members more directly than bank customers. 
Every dollar that a credit union spends complying with regulation is a dollar that is not 
used to the benefit of the credit union's membership. 

Credit unions support reasonable safety and soundness rules as well as meaningful 
consumer protection laws. However, the fact is that credit unions are the most highly 
regulated financial institutions in the United States, and the regulatory burdens 
continue to multiply with little or no regard for the costs of each requirement or the 
cumulative impact on the institutions that must comply. 

In addition to the regulatory hurdles that have a negative effect on job growth, there 
are also statutory constraints that keep credit unions from doing more to help their 
members promote job creation and economic growth. In response to your request for 
information, we will discuss both the statutory and regulatory hurdles, noting that we 
also intend to raise these issues with the Committee on Financial Services. 

Regulation of Debit Interchange 
For credit unions and their members, the most chilling effect of the Dodd-Frank Wall 
street Reform and Consumer Protection Act will be the implementation of Section 
1075 related to the regulation of interchange fees.1 

'') 1 15 USC 920, 921 and the Federal Reserve Board's proposed rule issued December 16, 2010. 
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Seventy percent of credit unions offer debit cards to their members; while the statute 
exempts issuers under $10 billion in total assets (all but three credit unions) from the 
regulations promulgated by the Federal Reserve Board, we have long held'that the 
exemption is meaningless because the law does not explicitly extend to the Board the 
authority to enforce the exemption, and nothing in the law requires the payment card 
networks to operate a two-tier interchange system to protect the smaller issuers. 
Without a meaningful way to enforce the exemption, smaller issuers may be 
subjected to the same, severe limitations on debit interchange fees that the Board 
has proposed for large issuers. 

Complicating matters further, the law only permits the Board to consider a very limited 
set of cost factors when setting the debit interchange rate. Because the Board 
cannot consider all costs when setting the rate, the rate that it sets will necessarily be 
lower than the costs of providing the service. It is a reasonable - but at this point 
academic - question: should the federal gover.nment be setting rates in the first 
place? However, if the government is going to set a rate, the rate ought to be high 
enough to cover the costs of providing the service. The Board's proposed rate of 12 
cents per transaction is estimated to result in a 70% decrease in interchange 
revenue. As a result, credit unions and other issuers - including those Congress 
intended to exempt from the regulation - will have to find other ways to cover the 
costs of providing these services. 

The implementation of this provision of the Dodd-Frank Act will absolutely hit the 
pocketbooks of Americans holding debit cards. Anecdotally, credit union executives 
have told us they may be forced to impose monthly checking account fees in the 
neighborhood of $15-$20. This is heartbreaking for managers of credit unions who 
work every day to reduce the cost of access to financial services for their members. 
Congress needs to repeal this provision of the Dodd-Frank Act before those who are 
least able to afford it end up paying for it. Recognizing that the process of repealing 
this provision will take some time, we encourage the Committee, in conjunction with 
the Committee on Financial Services, to encourage the Board to delay the 
implementation of its proposed rule. 

Credit Union Net Worth Restrictions 
If there has been one lesson learned from the recent financial crisis, it is that, for 
financial institutions, capital is king. Financial regulators in the United States and 
around the globe have been looking at ways to increase capital requirements for 
banks and other financial institutions in order to ensure that we never again 
experience failures like those that were caused by the recent crisis. It is in everyone's 
best interest that all financial institutions - including credit unions - have access to 
the capital building tools necessary to meet reasonable capital standards. 

Credit unions are the only depository institutions in this country that do not have the 
legal authority to supplement their capital by issuing capital instruments. And, credit 
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unions are the only depository institutions in the United States that must meet specific 
capital levels set by statute - not only by regulation - or face asset restrictions and 
other sanctions that limit growth. The Federal Credit Union Act requires credit unions 
to have 7% net worth to be considered well-capitalized and 6% net worth to be 
adequately capitalized: 

Over the last two years, as many banks have failed and depositors have sought the 
safety and stability of credit unions, some credit unions have had to turn away . 
members' deposits or ask members to withdraw deposits in order to retain their 
current net worth level or increase it. Credit unions exist to serve members, not turn 
them away. 

Compounding the problem for credit unions are examiners who, in the current 
economic environment, expect even higher net worth, which credit unions can only 
build through retained earnings. While sufficient capital is important to individual 
credit unions as well as the system as a whole, maintaining arbitrarily high capital 
levels may result in credit unions having to curtail services or outreach to their 
communities so that their net worth ratios will not be negatively affected. 

We will be asking Congress to permit the use of supplemental capital instruments to 
boost credit unions' net worth and permit them to continue to fully serve their 
members. We hope that the Committee, in conjunction with the Committee on 
Financial Services, will give some attention to the inconsistent and arbitrary standards 
being applied by field examiners. 

Member Business Lending Cap 
Credit unions have been providing business loans to their members since they were 
first established in the United States over one hundred years ago. They want to lend 
more to their members who own small businesses, but they are restricted in the 
amount they can lend by a statutory cap imposed in 1998. 

In the last Congress, when the Administration proposed spending $30 billion of 
taxpayer money to encourage community banks to lend to small businesses, credit 
unions encouraged Congress to pass legislation to increase the credit union member 
business lending cap from its current level, 12.25% oftolal assets to 27.5% of total 
assets. The National Credit Union Administration, the federal regulator for credit 
unions, has testified that any risk associated with additional credit union business 
loans is manageable and that the cap is not needed for safety and soundness 
reasons. 

2 12 USC 1790d and 12 CPR 702. 
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Bipartisan legislation (H.R. 3380 and S. 2919) was introduced in both chambers in 
111th Congress. Mr. Chairman, we appreciate your having cosponsored this 
legislation, which also earned the endorsement of the Obama Administration. We 
estimate that if this legislation became law, credit unions could lend $10 billion to their 
small business owning-members within the first year of implementation, helping to 
create over 100,000 new jobs. This proposal is economic stimulus that does not cost 
the taxpayers a dime, and would not increase the size of government. It is a 
commonsense proposal that Congress should swiftly enact. 

NCVA's Regulatory Flexibility Program 
In 2001, NCUA adopted the "Regulatory Flexibility (RegFlex) Program" to allow well 
managed credit unions to avoid a limited number of requirements that were imposed 
on credit unions by the agency and not directly required by statute.3 This program 
was terminated by the agency in October 2010. The result will be increased 
compliance costs for the many credit unions that were eligible to participate in the 
RegFlex program. 

NCVA Budget 
In late 2010, the NCUA approved a 12% budget increase for fiscal year 2011 that 
features a 6.1 % salary adjustment for agency union workers, a 3% increase for other 
NCUA personnel, and funding for several new positions. Unlike other federal 
agencies which receive appropriations from Congress, NCUA is funded almost 
exclusively by credit unions. Credit unions are extremely concerned that, at a time 
when they are having to cut back on staff and other resources, NCUA is expanding its 
budget and workforce in a manner that is inconsistent with the rest of the federal 
government. 

We have urged NCUA to constrain its budget and to look for ways to mininiize costs, 
and we hope the Committee will do the same. We also believe that it would be 
beneficial for the Government Accountability Office (GAO) to regularly conduct an 
analysis on the allocation of resources and budget processes for federal financial 
regulators. . 

Examination Practices 
Particularly since the onset of the recession, credit unions have raised serious 
concerns about examiner practices that seek to eliminate risk rather than allow credit 
unions to manage it through exercising business judgment. Increasingly, examiners 
are skipping less onerous directives and imposing harsh sanctions when issues arise 
that the examiner feels need to be addressed, even when the credit union is 
adequately or well-capitalized. 

312 CFR 742. 
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CUNA and credit unions support reasonable safety and soundness regulation, but 
examiner micromanagement, which is being reported to us by credit unions across 
the country, needlessly constrains credit unions' ability to serve their members and 
support their communities. 

Recommendations 
The need for regulatory reform for credit unions has never been more critical. While 
we have discussed a number of concerns in this letter, these just begin to scratch the 
surface of regulatory hurdles and burdens that prevent credit unions from serving 
their members even better. The Committee, in conjunction with the Committee on 
Financial Services, can playa critical role in helping credit unions do even more to 
help boost the economy and create jobs by supporting the following 
recommendations for regulatory improvements: 

• Eliminate or increase the statutory cap on credit union business lending. 
• Amend the statutory capital restrictions to allow credit unions to strengthen 

their net worth with supplemental capital. 
• Review how the exemption for small issuers under Section 1075 of the Dodd­

Frank Act can be implemented to protect small issuers, as Congress intended. 
• Encourage NCUA and state regulators to reward well-run credit unions by 

imposing fewer regulatory burdens on them. Specific examples of reduced 
burdens include: 

o Streamlined 5300 (call) reports 
o 18-month examination cycle (instead of 12 months) 
o Automatic waivers from regulatory limitations that are not required by 

statute. 
• Encourage the NCUA to follow federal agency guidelines for salary levels and 

adjustments for agency personnel. 
• Direct the GAO to regularly conduct an analysis and report to Congress on the 

allocation of resources and budget processes for federal financial regulators. 
• Direct the GAO to conduct a review and report to Congress on federal 

financial regulators' compliance with the Paperwork Reduction Act and 
Regulatory Flexibility Act, which requires regulators to· take into account the 
impact of their rules on small institutions. 

• Require federal financial regulators to report to Congress annually on steps 
they have taken in the previous year to reduce the regulatory burden on the 
institutions they supervise. 

• Examine the extent to which the objectives of the Bank Secrecy Act and 
related requirements are being met and recommendations to dramatically 
reduce the burden associated with these requirements. 

• Direct the BCF.P to conduct a study and present recommendations on 
statutory and regulatory improvements to reduce regulatory burdens on 
financial institutions, consistent with the requirement under the Dodd-Frank 
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Act that the Bureau identify and address unnecessary, outdated and unduly 
burdensome requirements. 

Conclusion 
We appreciate your recognition of the significant costs to our communities and the 
economy in general associated with the growing regulatory burden faced by credit 
unions. We applaud your review of these burdens and welcome the opportunity to 
discuss these issues further with you and your staff. Please do not hesitate to 
contact me if there is additional information that you need. On behalf of America's 
credit unions, thank you very much for your consideration of our concerns and 
recommendations. 

Best Regards, 

Bill Cheney 
President & CEO 

cc: The Honorable Elijah Cummings, Ranking Member, Committee on Oversight and 
Government Reform 
The Honorable Spencer Bachus, Chairman, Committee on Financial Services 
The Honorable Barney Frank, Ranking Member, Committee on Financial Services 
The Honorable Deborah Matz, Chairman, National Credit Union Administration 
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iNTERNP.TtONAL 
CREATING ECONOMIC VALUE FOR 
CONSUMERS AND BUSINESSES 

The Honorable Darrell Issa 
2347 Rayburn House Office Building 
Washington, DC 20515 

.. Janl.lary 10, 2011 

Dear Congressman Issa, 
:, : .... :, ,': 

On behalf of bBA Inte:rnational, the trade association and voice for the debt 

.. '. '" bUYiQ~inclustry, we submit this letter in response to your request to identify existing and 

: propg~ed r~gUlations that are hurting job creation and economic growth. 
: c.' ,'". ," ., 

Debt buyers are financial institutions which purchase uncollected and charged off 

accol.lnts from originating lenders for less than the face value of the debt. By creating a 

secondary debt market, the debt buying industry benefits the economy by encouraging 

consumer lending; providing lenders with a return on what might otherwise be a lost 

asset; helping to lower the cost of credit for all consumer borrowers; and helping to make 

credit available for lower income consumers. Furthermore, because debt buyers 

purchase accounts for less than the face value of the debt, they are uniquely positioned 

to offer more attractive repayment options to low and middle income consumers, 

allowing consumers to improve their credit records and, by doing so, to increase their 

access to, and reduce their cost of credit. 

DBA is very concerned about the Consllmer Financial Protection Bureau (CFPB) 

and the CFPB's rulemaking authority. As you know, the CFPB has been given 

unprecedented powers; has been given broad jurisdiction; and is somewhat insulated 

from congressional controls through the appropriations process. A fear of unknown and 

potentially adverse CFPB rulemakings has already begun to chill activity in the debt 

industry, especially with regard to possible regulations under the Fair Debt Collection 

Practices Act (FDCPA). 

The FDCPA is the primary statutory authority regulating the debt industry. The 

FDCPA prescribes strong consumer protections, such as restrictions on disclosing 



information about a consumer's debt to thl;ci:Mrtlas, and prohibitions o~,!:ij;l,p;resslve, 
harassing or abusive collection behavlor.1ih9':Faderal Trade Commiss,i:9.D'(pTC) had 

previously been responsible for enforcingtl1's: P,'DCPA, but the con9res¥it~;~Sferred Ihe 

FDCPA to the CFPB, 

The FDCPA is now over 30'ye~i~' old and during that entire ~erl~-d has never 

been substantively amended. Th~:&d;;9ress should have the oppdi:l~riity to consider 
, . . ~ . 

comprehensive amendment~tq;lb~'FDCPA before the CFPB IS$~eifFDCPA regulations. 

Allhough,'your;iniiir.il,fetter did not reach out to the deIJl'lndustry, we hope that you 

',' WJn;gjve:'~6~~(a~'"~tibi1:t~ the issues raised in this letler with re~ard 10 CFPB rulemal<lng 

::;~~~,Jill~t:d6)1\iltY. If the DBA can provide you with ahy'addltlonal information, please do 

" lioth~SIt'a;e to contact UB. 

Sihi;~tely, 

Stuart Blall 
President, DBA International 

8400 Westparl, Drive. 2nd Floor, McLean, VA 22'102 • tel: (703) 61 o·on~ • fax: (703) 61 0-0232 • Info@dbalnternalional,org • www.dbalntornalional,org 
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Janumy 7,2011 

The Honorable Dan-ell Issa 
Chairman 
Connnittee on Oversight and Government RefOl1TI 
2157 Rayburn House Office Building 
Washington, DC 20515 

Dear Chairman Issa: 

Thank you for your letter of December 29, 2010, regarding the impact of existing and proposed 
federal regulations on the fertilizer industry. The Fertilizer Institute (TFI) represents the nation's 
fertilizer industry including producers, importers, retailers, wholesalers and companies that 
provide services to the fertilizer industry. TFI is the leading voice for the nation's fertilizer 
industry and we appreciate the opportunity to provide our concerns to the Committee on 
Oversight and Government Reform. While many of the regulations have had or will have an 
impact on our industry, there m'e three main issues of concem that we would like to bring to your 
attention. 

Fertilizers nourish crops and supplement the soil with essential nutrients. Experts estimate that 
fertilizers are responsible for 40 - 60 percent of today' s food production. Our industry feeds the 
economy as well. A report conducted recently by Charles River Associates International (CRA) 
shows the u.s. fertilizer industry supports 244,000 jobs and adds $57.8 billion in value to the 
U.S. economy. The study found that the fertilizer industry directly employs more than 24,800 
people who produced fertilizers valued at $15.1 billion in 2006. These jobs had an average 
mIDual compensation of $76,000, which was almost 80 percent higher than the U.S. average 
compensation across all industries. 

The first issue of regulatory concern for the fertilizer industry is an effort by the U.S. 
Environmental Protection Agency (EPA) to establish a set of numeric nutrient criteria for 
Florida's waters. EPA's precedent-setting final rule entitled "Water Quality Standards for the 
State of Florida' s Lalces and Flowing Waters" represents the first time EPA has attempted to 
displace a state's efforts to manage nutrient impacts by establishing federal numeric nutrient 
criteria. EPA has also stated that it aims to adopt a similm' approach in the Chesapealce Bay and 
Upper Mississippi River Basin watersheds. 

This highly controversial and precedent setting rule would have a devastating impact on 
Florida's already fi'agile economy. According to a study conducted by the Florida Department of 
Agriculture and Consumer Services, the total initial costs for Florida agriculture as a result of the 
Final Rule will range from $855 million to $3.1 billion. The total recurring (annual) costs, which 
include the amortized initial capital costs, are estimated to rmlge from $271 to $974 million. 

Capitol View 
425 '111il'd Street, S.W" Suite 950 
WashingLon, DC 20024 

202.962.0490 
202.962.0577 tllx 
www.tfi.org 



Beyond the negative economic impact of the rule, TFI has selious concerns with the disregard 
for scientific data and methodologies that characterized the development of these cliteria. In 
order to provide the Committee with a greater understanding of this issue, we are submitting the 
following documents: (1) A joint statement of principles on proposed nutrient standards for 
Florida, signed by more than 60 national and state trade associations and individual businesses; 
and, (2) an independent economic analysis of the rule conducted by Cardno Entrix. 

We ask the Committee to consider three main actions regarding this rule. First, request that EPA 
commission a thorough scientific peer-review by its Science Advisory Board; second, request 
that EPA conduct an independent economic analysis of the rule to show the hue cost of 
implementation; and third, withhold any funding for EPA to implement the rule until both and 
independent scientific peer-review and economic analysis are conducted and require that EPA 
incorporate the results of the analysis into the Final Rule. 

The second issue of concern is the EPA's proposed Draft Chesapeake Bay Total Maximum Daily 
Load (TMDL). This is yet another attempt by the EPA to set precedent; this time by establishing 
a TMDL for an area that encompasses 64,000 square miles in sevenjUTisdictions. Our concerns 
with this proposed rule are addressed in the enclosures labeled: (1) Aglicultural and Forestry 
Connnents on the Draft Chesapeake Bay TMDL; and, (2) LimnoTech USDA EPA Bay Load 
Estimate Comparison. We believe these two documents outline areas of concern that have yet to 
be addressed by the EPA dUTing their rulemalcing process. 

The third issue of concern is EPA's promulgation of regulations to control stationary SOUTce 
greenhouse gas (GHG) emissions. TFI has provided comments and interacted with EPA on 
several of these rulemalcings. The following rulemaldngs pertaining to GHG emissions are of 
the greatest concern to TFI: (I) GHG Mandatory Reporting Rule; and (2) Prevention of 
Significant Deterioration (PSD) and Title V Greenhouse Gas Tailoring Rule. 

The Mandatory RepOiting Rule requires reporting ofGHG emissions from all sectors of the 
economy. TFI litigated this final rule, settled and obtained sigllificant concessions for the 
feliilizer industry. However, TFI remains concerned that EPA refused to remove C02 process 
emissions that are consumed on-site for UTea production from almnonia and nitlic acid facility 
reporting. These process emissions are not released to the ambient air fi'om the facility and their 
reporting exaggerates tile GHG footprint for the facility. EPA also proposed to require the 
repOliing of all inputs used to calculate GHG emissions and not to afford such data elements 
confidential business infonnation status. TFI opposes this effort, which could cause substantial 
harm to TFI's members. EPA has recently proposed to delay tlle reporting of these data 
elements nntil March 31, 2014, until it can evaluate industlies' assertions. 

Finally, the PSD and Title V Greenhouse Gas Tailoring Rule "tailors" major source applicability 
thresholds for GHG emissions under PSD and Title V Clean Air Act programs. This is cUTrently 
in litigation with 20 different entities involved. TFI has serious concerns regarding EPA's 
rewliting of the Clean Air Act to "tailor" tins Rule's applicability to larger SOUTces. Further, TFI 
tal(es issue with EPA's lack oftranspal'ency when developing sector-specific approaches and the 
lack of an appropriate public COimnent period on the Rule's guidance documents (as an eXall1ple, 
the EPA Nitric Acid Production BACT guidance document was not noticed in the Federal 
Register). Fmthennore, indushy stakeholders were given a mere two weeks to comment on the 



guidance, which included the Thanksgiving holiday. This extremely short timeframe is not 
sufficient for those manufacturers that will be substantially affected by such a major rulemaking 
to develop a comprehensive set of COimnents. TFI is also concerned about EPA's claims that it 
consulted TFI when developing the Nitric Acid Production BACT guidance document. In fact, 
the Agency did not consult with TFI and there are significant inaccuracies included in the 
guidance. Furthermore, there is a lack of clarity in tenns of what manufacturers must do to meet 
these new regulations and EPA has provided no guidance on how conh'ols will be implemented 
and what will constitute BACT. This rulemaldng would primarily impact nitrogen and nitric 
acid production, but also impacts phosphate production to some extent. While the BACT 
implementation process could result in substantial economic hann to TFI members, a robust 
economic analysis is not possible at this point given the lack of clarity and transparency thus far 
in the process. 

In closing, TFI asks that Congress and the Administration ensure that any legislation or 
regulatory actions do not create a competitive disadvantage for America's fertilizer industry. 
The U.S. fertilizer industry provides high paying jobs to hardworldng Americans in 
manufacturing plants, retail and wholesale businesses and in a host of related industries such as 
rail, barge and huck transpOliation. It is therefore critical that any legislative or regulatory 
actions do not jeopardize the domestic fertilizer industry which is such a vitallinIc in food 
production, food security and the U.S. economy. 

Sincerely yours, 

Ford West 
President 

Enclosures 
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JOINT STATEMENT OF CONCERNS AND PRINCIPLES ON 
. PROPOSED NUTRIENT STANDARDS FOR FLORIDA 

On Januaty 26,2010, the U.S. Environment\li Protection Agency (EPA) published a notice of 
proposed IUlemaking (NPRM) to establish water quality standards for Florida's lakes and 
flowing waters. 75 Fed. Reg. 4174 (Jan. 26, 2010). The NPRM represents the first time EPA 
has attempted to displace a state's efforts to manage nutrient impacts by establishing federal 
numeric nutrient criteria. However, EPA has already asserted that it may establish such criteria 
for the Chesapeake Bay, and may seek to take similar action in other watersheds. Accordingly, 
EPA's NPRM may establish a precedent that has national significance. The undersigned entities 
andlor their members - some of whom operate regulated activities in Florida, and some of whom 
are located in other states around the country - will all be affected by EPA's action, either 
directly or by the precedents that it sets. These entities have agreed on this joint statement, 
which presents shared concerns about the Florida proposal and recommended principles for how 
EPA and states should move forward in making decisions about development of nutrient water 
quality criteria and standards. 

CONCERNS REGARDING PROPOSED FLORIDA CRITERIA 

In the NPRM, EPA is proposing numeric nutrient criteria for Florida lakes, streams, springs and 
cleat· streams, and canals. Key concerns regarding these criteria are as follows: 

A. Criteria for Lakes 

FOl'lakes, EPA is proposing chlorophyll a, total nitrogen (TN), and total phosphorus (TP) criteria 
based on the stressor-response approach. EPA's proposed criteria are based on chlorophyll a 
production (the biological response) related to TN and TP levels (the stressors) in Florida for 
three categories of lakes: colored, cleat· and alkaline, and cleat· and acidic. In practice, these 
EPA's proposed standards are too broad and, by failing to take into acconnt the biology and 
diversity of conditions present in Florida's lakes, are often disconnected from designated uses for 
these lakes. Waters that fail to meet anyone of EPA's three proposed criteria would be 
considered impaired, even if the waters are biologically healthy. As a result, EPA's proposed 
criteria for lal(es are not based on the levels of nutrients needed to protect designated uses. 

B. Criteria for Rivers and Streams 

Neither EPA nor the state of Florida conld establish a cause and effect relationship between 
nutrients and algal growth in Florida rivers and streams. This weakness should lead EPA to the 
conclusion that it is not possible to establish scientifically defensible regional cliteria which 
means narrative standat'ds are appropriate, in accordance with 40 C.F.R. 131.11 (b). Instead, 
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EPA is proposing criteria based on the reference approach (identifying unimpaired waters and 
establishing nutri.ent criteria based on the levels fonnd in those waters). By establishing criteria 
for rivers and streams without any consideration of cause- and-effect or consideration of an 
impairment threshold, EPA has proposed criteria that are not necessmy to protect designated 
uses. -

C. Downstream Protection Values for Lakes 

EPA also is proposing to lower its proposed criteria for streams that discharge into downstream 
lakes. These downstream protective values (DPVs) m'e not based on data showing that receiving 
lakes are impaired. Instead, EPA used the Vollenweider model (which was developed to 
evaluate deep lalces with long retention times) to calculate the acceptable DPV. Using 
conservative assumptions, this model projects that even unimpacted streams would be a threat to 
downstream lakes. As a result, EPA's proposed established criteria would greatly increase the 
number of Florida waterbodies considered to be impaired. However, EPA's conclusions and its 
criteria are not scientifically defensible because the model used is simply not appropriate for 
many shallow Florida lalces. 

D. Criteria for Springs and Clem' Stremns 

For springs and clem' streams, EPA is proposing a nitrate-nitTite criterion that EPA asserts is 
based on experimental laboratory data and field evaluations that show algal growth in response 
to nitrate-nitrite concentrations. Again, EPA did not establish a defined impailment level or 
demonstrate a cause and effect relationship between the stressor and the response. Thus, EPA 
c=ot demonstrate that its proposed criterion for springs is necessmy to protect designated uses. 
EPA even suggests that it may apply nitrate-nitTite criterion to all waters in Florida to assist 
assessment and management and to "identify increasing trends." 75 Fed. Reg. at 4211. Under 
the Clean Water Act, water quality standards are established for the purpose of protecting 
designated uses, not to assist in assessment and management or to identify trends. EPA has no 
legal basis for establishing a nitrate-nitrite criterion for all Florida waters. 

E. Criteria for Canals 

For canals in south Florida, EPA is proposing chlorophyll a, TN, and TP criteria that EPA asserts 
are based on levels fonnd in canals that are meeting designated uses Witll respect to nutrients. 
The proposed numeric criteria for canals, as with those for streams, are not based on a defmed 
relationship between nutrient levels and use impainnent. As a result, it is inevitable that some 
canals will "fail" the new criteria even though uses are fully suppOlied. 

F. Implementation Procedures 

In the NPRM, EPA admits that its proposed lalce criteria do not accouni for natural lake 
variability other than that provided by color and alkalinity classification (75 Fed. Reg. at 4191), 
and that its proposed streams criteria "may be either more stringent than necessmy or not 
stringent enough to protect designated uses" (75 Fed. Reg. at 4192). However, rather than admit 
the magnitude of these flaws for defensible and scientifically sonnd criteria, EPA attempts to 
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provide relief through variances, changes in designated uses, or the use of site specific altemative 
criteria. Alternatively, EPA suggests that dischargers may be able to delay meeting the new 
criteria through compliance schedules or new restoration standards. These tools would be 
difficult to implement and do not make flawed criteria more scientifically defensible. 

PRINCIPLES FOR NUTRIENT CRITERIA DEVELOPMENT 

EPA's Science Advisory Board (SAB) has reviewed EPA's Empirical Approaches/or Nutrient 
Criteria Derivation (draft EPA 2009). In their review of that guidance, the SAB advised EPA 
that "[ n jumeric nutrient criteria developed and implemented without consideration of system 
specific conditions (M., from a classification based on site types) can lead to management 
actions that may have negative social and economic and unintended environmental consequences 
without additional enviromnental protection." See 1-8-10 Draft Science Advisory Board (SAB) 
Ecological Processes and Effects·Committee Advisory Report, at page 37. 

To prevent these unintended consequences, EPA should adhere to the following principles when 
developing numeric nutrient criteria in Florida or elsewhere: 

First, EPA must demonstrate why imposing federal numeric criteria state-wide would be more 
consistent with the Clean Water Act than allowing a state to continue to protect water quality 
through its water quality management program. If EPA cannot make this demonstration, the 
federal criteria cannot be considered necessary, which is the statutory predicate for promulgating 
federal standards under section 303(c)(4)(B) ofthe Clean Water Act. 

Second, any federal criteria must meet the requirements of EPA's water quality standards 
regulations. This means the criteria must be set at a level that is necessary to protect designated 
uses (40 C.F.R. 131.2), must be based on a "sound scientific rationale," (40 C.F.R. 131.11 (a», 
and must be developed using "scientifically defensible methods" (40 C.F.R. 131.11(b». 
Accordingly, for specific waterbodies, EPA must establish on a cause-and-effect relationship 
between the nutrient being controlled and the biological response that affects the designated use. 
In addition, for each waterbody, EPA must establish the threshold below which additional 
nutrient reductions will result in harm. 

Third, EPA must not promulgate nutrient standards below natural background levels. 

Fourth, EPA must not base its criteria on inappropriate models. 

Fifth, criteria should apply only if the specific nutrient is affecting plant growth. 

Sixth, criteria must set a level of protectiveness, not a load allocation. Specifically, federal 
criteria must not usurp site-specific determinations of what concentration or loading of nutrients 
is protective, including detenninations made through the TMDL process. 

Seventh, if EPA intends to apply its federal criteria in upstream states, it must fully engage those 
states in its miemaking process. 
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Eighth, EPA must recognize that federal criteria will be directly incorporated into pennits, and 
tllerefore EPA's cost estimate must fully account for the costs of implementing its proposed 
standards, to dischargers, to agriculture, to city storm sewer systems, and to the State as a whole. 
Because nutrients are critical for food production, EPA's economic analysis also must also 
include the adverse economic impacts from reduced food production resulting from reductions in 
fertilizer use implemented as a management practice. 

Sincerely, 

t~?1~_ 
William C. Herz 
Vice President of Scientific Programs 

The Undersigned Organizations Support These Comments 
AbitibiBowater 
Agricultural Retailers Association 
American Chemistry Council 
American Coke and Coal Chemicals Institute 
American Farm Bureau Federation 
American Forest and Paper Association 
American Iron and Steel Institute 
American Meat Institute 
American Petroleum Institute 
CF Industries, Inc. 
Federal Water Quality Coalition 
Florida Engineering Society 
Florida Fertilizer & Agrichemical Association 
Florida Home Builders Association 
Florida Land Council 
Florida Minerals and Chemical Council 
Florida Nursery, Growers and Landscape Association 
Florida Poultry Federation 
Florida Water Quality Coalition 
Georgia Pacific 
Glatfelter 
Graphic Packaging International, Inc. 
GROWMARK, Inc. 
Illinois Fertilizer & Chemical Association 
Indiana Plant Food & Agricultural Chemicals Association 
Irrigation Association 
Kansas Agribusiness Retailers Association 
Manufacturers Association of Florida 
MeadWestvaco Corp. 
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Mid America CropLife Association 
Minnesota Crop Production Retailers Association 
Missomi Agribusiness Association 
Monsanto 
National Association of Wheat Growers 
National Association of Homebuilders 
National Cattlemen's Beef Association 
National Com Growers Association 
National Mining Association 
National Pork Producers Council 
Nebraska Agri-Business Association 
Newpage Corporation 
Packaging Corporation of America 
Ponderay Newsprint Company 
Port Townsend Paper Corporation 
Professional Landcare Network 
Rayonier, Inc. 
Sanitation Districts of Los Angeles County 
Smurfit-Stone Container Corporation 
Sonoco Products Company 

. South Dakota Agri-Business Association 
Southem Crop Production Association 
Sugar Cane Growers Cooperative 
The Alabama Pu1p & Paper Council 
The Fertilizer Institute 
The Georgia Paper and Forest Products Association 
Tri-TAC 
United Egg Producers 
United States Steel Corporation 
Virginia Agribusiness Council 
White Springs AgricultW'al Chemicals, Inc. DIBI A Pes Phosphate- White Springs 
Wisconsin Crop Production Association 
Wyoming Ag-Business Association 
Wyoming Crop Improvement Association 
Wyoming Wheat Growers Association 
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Economic Contributi()ns of the O.S. Fertilizer Manufacturing Industry 

1. EXECUTIVE SUMMARY 

Fertilizers are well known for their contribution to the world's food supply. They provide 
nutrients to soHs to support increased yields of healthy crops that feed the world's 

populations. One often cited statistic regarding this contribution is that fertilizers are 
responsible for between 40 and 60 percent of the world's food supply. 1 While this is an 

impressive contribution, there is another significant economic contribution that has not 
received the same level of attention - the economic value and jobs provided by the fertilizer 

manufacturing industry. 

The United States has a significant fertilizer manufacturing industry, with production plants 
and distribution facilities across the country that provide jobs, create value for investors, and 

support a large network of suppliers that also provide jobs and create value. The economic 
contribution of the U.S. fertilizer manufacturing industry is an increasingly important topic. 
The industry faces serious challenges from changes in energy markets and proposed federal 

policies such as climate change legislation. 

The following is a summary of the estimated contributions of the U.S. fertilizer manufacturing 

industry in the year 2006: 

• The industry directly employed over 24,800 people who worked to produce over 
$15.1 billion in output. These jobs had an average compensation of $76,000, which 
was almost 80 percent greater than the U.S. average compensation across all 

industries. 

• The purchase of materials and services to support fertilizer manufacturing led to an 
additional 73,000 jobs along the supply chain. 

• The total economic contribution of the industry was $57.8 billion. This value includes 
direct contributions of the manufacturers, contributions through suppliers, and 
household and government spending related to compensation, investment returns, 

and taxes. The total number of jobs provided was over 244,500. 

• Economic contribution can be evaluated by sector: The sectors are defined by the 
three main nutrient types: nitrogen, phosphorus, and potassium. 

o Nitrogenous fertilizer manufacturing - This sector provided a total economic 
contribution of $23.7 billion and 80,000 jobs, of which $10.3 billion and 7,565 
jobs were direct. The sector purchased a significant amount of its inputs 

from the domestic natural gas production and pipeline sectors. The 

1 W.M. Stewart et al., "The Contribution of Commercial Fertilizer Nutrients to Food Production," in Agronomy Journal, January­
February 2005, pp.1 
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economic activity was predominantly located in states with ammonia plants 

or large wholesalers of fertilizer. The states with the most economic activity 
in this sector included Oklahoma, Louisiana and Iowa. 

o Phosphatic fertilizer manufacturing - This sector provided a total economic 

contribution of $21.2 billion and almost gO, 000 jobs, of which $6,6 billion and 

7,410 jobs were direct. The sector purchased a significant amount of goods 
and services from the domestic mining, trucking, and rail sectors, The 
economic activity was predominantly located in states with phosphate mines 

and production plants. The states with the most economic activity in this 
sector included Florida (with half of the direct contribution), North Carolina, 
Idaho and Louisiana, 

o Potash .fertilizer manufacturing - Economic contribvtion data for the potash 
fertilizer manufacturing sector is not as available as the other sectors due to 

non-disclosure rules, Despite the significant U,S, consumption of potassium 
fertilizers, there are only a few potash producing facilities in the United 

States, Over 85 percent of potash consumed in the United States is from 
international sources, primarily Canada, The potash manufactured in the 

United States is produced in New Mexico, Michigan and Utah. While total 
economic contribution was not calculated for this sector, a survey of firms 

provided an estimate of 1,77 4 direct jobs. 

The contribution values omit some other areas of economic contribution of the fertilizer 

manufacturing industry, First, there is value in maintaining a domestic fertilizer manufacturing 
industry versus relying on imports, This value is difficult to quantify, but avoiding the risk of 
supply constraints of a major' and necessary input in our food production system from 

unstable countries provides a real economic value, Second, there is a "use" value of 
domestically produced fertilizer in terms of its contribution to the agricultural sector and world 
food supplies, Quantifying fertilizer "use" value is not the purpose of this report, although it is 

discussed qualitatively in the final section of the report. 

This report provides an analysis of the economic contributions of the U.S, fertilizer 
manufacturing industry; Section 1 provides a background of the industry, The approach and 

methodology are briefly discussed in Section 2 (a more detailed methodology is provided as 
Appendix A), Section 3 presents the economic contribution analysis, including analysis by 
sector and a focus on two states with significant economic activity in fertilizer manufacturing, 

Section 4 further expands on the economic value of using domestically produced fertilizer. 
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Eccmomic-COr\trib-utions of theU:S~ Fertilizer ManlJfactoringlFfaustrY 

2. INTRODUCTION 

This report provides an analysis of the economic contributions of the U.S. fertilizer . 

manufacturing industry. The contributions are considered along the entire fertilizer value 
chain, although the focus is on the manufacturing and mixing activities. The report examines 
the economic contributions of the entire fertilizer manufacturing industry as a whole and also 

as separate sectors for each of the three main types of fertilizer nutrients (nitrogen, 
phosphorus and potassium) and an additional sector focused on the mixing of fertilizer 

products. 

2.1. THE U.S. FERTILIZER INDUSTRY 

The fertilizer manufacturing industry has existed in the U.S. since the early 1800s. Initially 

used to mend nutrient deficient soils resulting from poor colonial farming practices, fertilizers 

emerged as the key to improving agricultural productivity. New technologies and growing 
demand in the early 1900s caused the fertilizer industry to become one of the largest in the 
country.2 The U.S. is currently the second ranked fertilizer producing country in the world, 

behind China. 3 The country is both a major exporter (third in the world) and importer (first in 
the world) of fertilizer products. Table 14 in Appendix B shows the top three countries in 
fertilizer activity in terms of consumption, production, imports and exports. 

Nutrient types define the sectors within the industry 

To understand the U.S. fertilizer manufacturing industry, it is important to differentiate 

between the three major types of fertilizer nutrients that are produced and consumed in the 
U.S.: nitrogen, phosphorus and potassium. The differentiation is important because each of 

the three primary plant nutrients has unique production characteristics and each is derived 
from different natural resources. 

Nitrogen - A primary building block for all organisms, nitrogen is found in abundance 
in the earth's atmosphere. However, the majority of plants cannot fix nitrogen from 
the air, and thus rely on nitrogen from the soil which is usually added through 

fertilizers, as natural replacement rates cannot support the high levels of growth 
required in modern agriculture. 

Anhydrous ammonia is the source of nearly all the nitrogen fertilizer used in the 

United States. It is synthesized through the Haber-Bosch process, a chemical 
process that combines atmospheric nitrogen with hydrogen. Nitrogen can be 
obtained from the air, but the hydrogen is derived predominantly from natural gas. 

Anhydrous ammonia may be applied directly to the soil or converted into other 

2 Nelson, Lewis, History of the U.S. Fertilizer Industry, Tennessee Valley Authority, 1990, pp. 99. 

3 International Fertilizer Industry Association data for 2005-2006. (see Appendix B, Table 14). 
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nitrogen fertilizers such as urea, ammonium nitrate, nitrogen solutions and 

ammonium sulfate. These nitrogen materials can be transported by ship, rail or truck, 
and in the case of anhydrous ammonia, also via pipeline. 

The U.S. nitrogenous fertilizer manufacturing sector has decreased its production 
over the past several years and imports now provide over 55 percent of the nation's 

supply.4 A total of 26 U.S. ammonia plants have closed since 1999, representing 42 
percent of the U.S. nitrogen fertilizer production capacity. 5 . The key driver for the 
closures has been increasing domestic natural gas prices, which can constitute over 
90 percent of the input costs for a manufacturer. 

Phosphorus - Phosphorus is an element found in every living cell and plays vital 
roles in shaping DNA and providing energy for cell activity. It is not found in its 

elemental form in nature. To produce phosphatic fertilizer, phosphate rock is mined 
and treated with sulfuric acid. This process creates phosphoric acid, which is the 

basic material for most phosphatic fertilizers. The reliance on phosphate rock means 
that the sector is heavily integrated with phosphate mining and plants are mostly 
located near the largest reserves of phosphate rock. The United States is fortunate 

to be endowed with 6.8 percent of the world's phosphate rock reserves (third behind 

Morocco and China using government supplied numbers) and in 2007 had 19 
percent of the world's production. 6 Florida is by far the most active state in the 
production of phosphatic fertilizer. 

Potassium - Potassium is a nutrient that is essential for the plant growth process, 
especially water utilization and the regulation of photosynthesis. It is found in potash, 

a name for various mined and manufactured salts that contain potassium in a water­
soluble form. Despite significant consumption of potash in the United States, the 

domestic potash manufacturing sector is smaller than those for nitrogenous and 
phosphatic fertilizer manufacturing. This is due to mineral reserve locations. The 

majority of potash consumed in the United States is imported, primarily from Canada, 
the largest potash producer in the world. The potash manufactured in the United 
States is produced in New Mexico, Utah and Michigan. 

The fertilizer value chain includes a diverse network of firms 

There are many types of firms operating along the fertilizer value chain, including: suppliers, 
manufacturers, mixers, wholesalers, retailers and equipment suppliers and operators. As 
mentioned, the suppliers vary by nutrient type. While most suppliers do not exist solely to 

4 Computed from fertilizer production and trade data reported by the U.S. Dept of Commerce. 

5 North America Fertilizer Capacity, International Center for Soil Fertility and Agricultural Development, December 2008, and 

data provided to The Fertilizer Institute (TFI) by Blue, Johnson and Associates. 

6 U.S. Geological Survey, Mineral Commodity Summaries, January 2006. (see Appendix B, Table 19). 
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support the fertilizer manufacturing industry (e.g., natural gas production), there are some 
that would not exist without it (e.g., phosphate mines). The major manufacturing firms tend to 

focus on a particular nutrient type, but there are several diversified firms that produce all three 
types in various locations across the country. 

Once raw fertilizer ingredients are made at fertilizer production plants, they are either mixed 
on-site or distributed for mixing in multiple locations across the country. The mixing facilities 
may either be owned by the manufacturers or by separate entities, including large 

wholesalers. The mixing and warehousing companies range in size from small rural co-ops 

with less than five employees to major wholesalers with brand name fertilizer products that 
can be found on retail shelves across the country. A variety of retailers exist to support the 
farmers, landscapers and household consumers of fertilizers. The application of fertilizer to 

fields and yards is supported by equipment manufacturers and equipment operators. 

2.2. ApPROACH 

The economic contributions of the U.S. fertilizer manufacturing industry can be evaluated 
along the entire value chain, from the production of raw materials used in manufacturing 
fertilizer all the way to the product's role in bringing food products to consumers. To analyze 

the contributions along the value chain, segmentation was required. Focus began on the 
direct contributions of manufacturers, then "upstream" activities were considered (materials 
sourcing, support services, etc.), and finally the "downstream" value of U.S.-produced 

fertilizer was examined. The following categories of contributions were considered: 

1. Direct contributions of manufacturing - These contributions include direct value 

added by the fertilizer manufacturers and mixers. They include employee 
compensation, returns to investors, income on property and payments to 

government business taxes. 

2. Indirect contributions of manufacturing - These contributions result from the 

payments to industries that support and supply fertilizer manufacturers and mixers. 
The payments to suppliers lead to payments to other suppliers, who pay other 

suppliers, and so on, in a ripple effect that ends with leakage out of the region. 
This leakage mostly occurs through the purchase of imported goods. The 
payments to suppliers are transferred to employees, investors and government in a 

manner similar to the way direct contributions are distributed. 

3. Induced contributions of manufacturing - The industry's economic 

contributions do not end when it prints paychecks for employees, pays its suppliers, 

distributes dividends to its shareholders or remits taxes to the government. That 
money is filtered back into the economy by household and government spending, 

thus greatly increasing the contribution of the industry. 

4. Value of U.S.-produced fertilizer - The production value of fertilizer is captured 
in the direct contributions of manufacturing. However, the value of the fertilizer 
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produced can actually be greater than the revenues of the manufacturing industry. 

First, there are "downstream" industries that gain value from the fertilizer, such as 
garden stores and fertilizer equipment manufacturers. Second, there is significant 

value created by the fertilizer's application in the agricultural sectors. 

The first three categories of economic contributions (direct, indirect and induced contributions 

of manufacturing) were calculated using the IMPLAN model. IMPLAN aggregates industry 
information from a variety of public data sources and quantifies the relationships between 

industries at the national, state and local levels. The year 2006 was selected as it is the most 
recent year for which IMPLAN provides segregated data for the various fertilizer 
manufacturing sectors (nitrogenous fertilizer manufacturing, phosphatic fertilizer 

manufacturing and fertilizer mixing). These sectors are defined by 6-digit NAICS codes. A 
detailed description of the methodology for using IMPLAN in this analysis, including a 

description of the sectors, is provided in Appendix A. The results are in Section 3 of this 

report. 

The final category of economic contributions focuses on: 1) the value of maintaining a 

domestic fertilizer manufacturing industry versus relying on imports, and 2) the "use" value of 
domestically produced fertilizer in terms of its contribution to the agricultural sector and world 
food supplies. These two analyses were more qualitative and are found in Section 4 of this 

report. 
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3. ECONOMIC CONTRIBUTIONS OF THE U.S. FERTILIZER 
MANUFACTURING INDUSTRY 

The economic contributions of the fertilizer manufacturing industry can be segmented by 

types of contributions (direct, indirect and induced), as well as by sectors within the industry. 

3.1. DIRECT CONTRIBUTIONS 

Table 1 shows the share of direct contributions of the fertilizer manufacturing industry by 

sector for both 2002 and 2006. The direct contributions include output, value added and 

employment, which are addressed separately in this section. 

Table 1: Fertilizer manufacturing industry output, value added and employment 

2006 

2002 

Nitrogenous Fertilizer Manufacturing 
Phosphatic Fertilizer Manufacturing 
Fertilizer Manufacturin~, Mixing Only 

Total 

Percent change, 2002 to 2006 

Nitrogenous Fertilizer Manufacturing 
Phosphatic Fertilizer Manufacturing 
Fertilizer Manufacturing, Mixinq Only 

Total 

% of industry total 

20% 
22% 

% of industry total 

Output Value Added 
35% 42% 
41% 27% 
25% 32% 

100% 100% 

% change in total 

Output Value Added 
195% 93% 
28% 8% 
-5% 0% 

77% 41% 

jobs 

7,411 

jobs 

EmplQY.ment 
8,728 
7,767 
8,245 

24,739 

Employment 
-13% 
-5% 
-2% 

-7% 
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Output 7 

The U.S. fertilizer manufacturing industry's 2006 calendar year production value, or output, 
was $15.1 billion. Combined production values for the sectors in the fertilizer industry were 

actually $21.1 billion, but $6.0 billion of that involved sales between and within the industry's 

sectors. This output value represents a 77 percent increase since 2002,8 when the U.S. 
fertilizer industry output was $8.5 billion (or combined sector production values of $1 0.5 

billion). 

The most significant increase in output was seen in the nitrogenous fertilizer manufacturing 

sector, which went from representing a third of the industry total to over half. The production 
value increase in this sector was not driven by quantity of sales, as plants were actually 
closing during that time period, but rather by an increase in prices. The price for a ton of 
anhydrous ammonia rose by 100 percent from 2002 to 2006. 9 

Value Added 

Another measure of the contribution of an industry is its value added, which is the value of an 
industry's output that is not created by other industries, but rather through the industry's 
productive activities. In 2006, the value added by the fertilizer manufacturing industry was 

$3.7 billion. As seen in Figure 1, this represents 22 percent of the output value for the 
industry. 

Figure 1: Sources of fertilizer manufacturing industry output and value added 

Sources of Industry Output 

Suppliers 
78% 

Value Added 
22% 

Sources of Value Added 

Employee 
COmlJensatlon 

41% 

7 Output is computed as industry outlays (purchases) plus ValU8 w added. It can also be considered as the value of sales 

adjusted for changes in Inventories. The output for the fertilizer manufacturing industry is equal to the combined 

production values of the individual sectors, adjusted for the sales that occur within the industry. This figure does not 

Include potash manufacturing/mining. 

8 All percentage dlanges from 2002 to 2006 are nominal. 

9 Data collected by TFI from Green Markets, a publication of BNA Subsidiaries, LLC., and from Fertilizer Week America, a 

publication of CRU. 
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The value added by an industry is returned to its employees and investors and remitted to the 

government in the form ot'taxes. Of the $3.7 billion added by the fertilizer manufacturing 
industry, over $2 billion was returned to employees in the form of compensation. 
Compensation is calculated as the industry's payroll costs, which include wages, salaries and 

benefits. 

The value added by the industry increased by 41 percent during the period from 2002 to 
2006. This increase can be compared to the growth in U.S. GOP, which is essentially a sum 
of the value added by all industries in the country. The total value added by all industries in 

the U.S. economy grew by 26 percent from 2002 to 2006. 

Employment 

In 2006, the fertilizer manufacturing industry directly employed over 24,800 workers. This 
number includes the 1,774 jobs reported by firms in the potash fertilizer sector. The non­

potash jobs in the industry were fairly evenly distributed between the industry sectors, as 
shown in Table 2. The compensation per employee was considerably higher than the U.S. 

average, at $75,701 per employee vs. a U.S. average of $42,636 across industries. These 
higher salaries, wages, benefits and other forms of compensation were a result of a very high 
output per employee ratio. The fertilizer industry generates over $900,000 in output per 

worker, which is over six times the U.S. average across industries. These per employee 
numbers are even higher if the mixing sector is excluded. 

Tabla 2: ~ertilizer manufacturing industry employment and compensation (excluding· Potash) 

Employment 
Output per worker 
Compensation per worker 

Nitro enous 
7,565 

$1,359,213 
$87,738 

Phos hatic 
7,411 

$891,339 
$84,484 

Mixin 
8,094 

$517,173 
$56,408 

Fertilizer Total 
23,070 

$913,488 
$75,701 

US Avera e 

$141,793 
$42,636 

There is a diverse range of types of jobs in the fertilizer manufacturing industry. There is also 

diversity in the size of firms for which the employees work. Table 15 in Appendix B shows the 
employment in the fertilizer manufacturing industry by firms' employment size. Employment 
in the nitrogenous and phosphatic manufacturing sectors is more centralized than in the 

mixing sector. This is due to the large plants in the first two sectors versus the geographically 

dispersed mixing facilities, which are located closer to consumption. 

---,-------------
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3.2. ADDITIONAL CONTRIBUTIONS 

In addition to direct contributions, the industry also provides additional value to the economy 

through the secondary impacts of its payments to suppliers, employees, investors and the 
government. Suppliers' productive activities result in payments to other suppliers, who in turn 
pay other suppliers. Value distributed to households and government is returned to the 

economy through consumption, which is distributed across all industries. These impacts 
represent a multiplier effect for all purchases made in a single industry. 

In the case of the fertilizer industry, these additional contributions are larger than the direct 
contributions. The total economic contributions of the fertilizer industry in 2006 were $57.8 

billion in output and 244,500 jobs, as shown in Table 3 . 

• assumes potash emp/oment multiplier = phosphatic employment multiplier 

The most striking number in the above table is the large number of jobs supported by the 
industry that are not considered direct jobs. This high "employment multiplier" is driven by the 

exceplionallevel of output per worker and employee compensation in the industry. High 
output per worker suggests a significant number of jobs with suppliers that receive payments 

from the fertilizer manufacturing industry. The higher levels of compensation lead to higher 
than average consumption levels by employees. 
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3.3. REGIONAL DISTRIBUTION OF CONTRIBUTIONS 

The economic contributions of the fertilizer manufacturing industry can be examined on a 

regional level. Contributions were examined for the four regions defined by the U.S. Census 
Bureau, as shown in Figure 2. 

Figure 2: Regions evaluated for economic contribution 

.. 

.;, 

"" 
Table 4 shows the total economic contributions of the fertilizer manufacturing industry by 
region. Individual sectors of the industry tend to be concentrated in sonie regions more than 

others. For example, phosphatic fertilizer manufacturing is naturally more concentrated in 
states with phosphate resources, which places a majority of the activity in the South. Despite 

the natural tendency to cluster near key natural resource inputs, fertilizer manufacturing 
activities as an aggregate occur in all parts of the U.S. The main exception is the Northeast, 

which has neither production facilities nor significant amounts of agricultural productivity (only 
0.4 percent of U.S. farmland acreage in 2006, according to the USDA) and therefore has 
lower contribution levels than the other regions. Additional regional detail is available in 

Table 17 of Appendix B. 

Table 4: Regional distribution of total economic contributions 

Region All Nitrogenous Phosphatic Mixing 
Northeast 9% 8% 9% 12% 
Midwest 28% 33% 17% 37% 
South 42% 35% 57% 32% 
West 21% 24% 18% 18% 

Total 0 100 Yo 0 100 Yo 0 100Yo 0 100 Yo 
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3.4. DETAIL ON ECONOMIC CONTRIBUTIONS BY TYPE OF FERTILIZER 

3.4.1. Nitrogenous fertilizer manufacturing 

In 2006, the U.S. nitrogenous fertilizer manufacturing sector (NAICS: 325311) produced a 

total economic contribution of $23.7 billion in output and over 80,000 jobs. These 
contributions were located across the country, but the greatest contributions were reported in 

states with either ammonia plants (e.g., Louisiana, Oklahoma) or large wholesalers and 
retailers. Table 5 shows the economic contribution of the sector, including a list of the top 
contributing states that have ammonia plants. 

Table 5: Economic contribution at state and national level, nitrogenous fertilizer manuf_3cturing 

(states with plants) 

Contribution to state economies 
Direct Total 

Output Output 
(billion) Employment (billion) Employment 

Louisiana $0.8 621 $1.3 3,396 
Oklahoma $0.8 272 $1.5 4,004 
Iowa $0.7 494 $1.3 3,125 
Alabama $0.4 297 $0.6 1,855 
Other states wi plants $3.3 2,233 $7.2 22,989 
States wlout plants $4.3 3,648 $11.8 44,714 
US Total $10.3 7,565 $23.7 80,083 

For states with ammonia plants, their contributions mirror their shares of total U.S. production 
capacity. Table 6 shows the top five states in the United States by ammonia production 

capacity in 2006, which account for 66 percent of all U.S. capacity. Note that these states are 
generally located near major natural gas production facilities or pipelines. 

Table 6: Ammonia plant capacity by state (2006) 

·Capacity 
State [!er ~ear' Percent 
Louisiana 2,810 24% 
Oklahoma 2,590 22% 
Iowa 791 7% 
Georgia 758 6% 
Kansas 694 6% 
Others 4,023 34% 
Grand Total 11,666 100% 

('Thousand short tons per year) 

A second category of states, those without ammonia plants, show high levels of economic 
activity that can be attributed to the wholesalers and distributors in those states reporting to 
the BLS under the nitrogenous fertilizer manufacturing NAICS code. Ohio is home to the 
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headquarters for the largest fertilizer wholesalers in the U.S., one of which employs over 

1,000 individuals in its headquarters. California and Florida have high levels of agricultural 
activity that requires significant fertilizer distribution and manufacturing-related activity, and 

thus also have a number of enterprises who identify themselves as being part of the 
nitrogenous fertilizer manufacturing sector, albeit without manufacturing capacity per se 
within the state. According to the USDA, California's agricultural production represented over 

11 percent of the U.S. total in 2007, by value. Both of these states produce fruits and 

vegetables that require greater fertilizer application rates than grains and oilseeds. 

Table 7: Economic contribution at state level, nitrogenous fertilizer manufacturing (states 

without plants) 

Ohio 
California 
Florida 

Direct Contribution 
Output 
billion) 
$2.1 
$1.5 
$0.6 

Employment 
1,470 
1,284 
515 

Total Contribution 
Output 
billion) 
$3.4 
$3.2 
$1.3 

Emplo ment 
9,256 
9,711 
4,896 

One interesting trend to note is the significant increase in economic contribution of this sector 
over time. Between 2002 and 2006,· the direct output of the sector increased from $3.1 billion 

to $10.3 billion, an increase of 233 percent. This increase in production value occurred 
during a time when ammonia plants were shutting down and the employment in the sector 
decreased by 13 percent. The increase in value was attributable to a rise in fertilizer prices, 

which was driven by an increase in energy and feedstock costs and increased global 
demand. The contribution of th'ls sector to the U.S. economy was rising, but its share of 

global supply was simultaneously falling. Thus, despite booming growth in its economic 
contribution, the U.S. manufacturing facilities were losing ground to international sources, and 
the U.S. was becoming more reliant on imports to meet its needs. 

Natural gas represents' 70-90 percent of production costs. The production of one ton of 

anhydrous ammonia requires about 32.5 million British thermal units (MMBtu) of natural gas. 
In 2002, one MMBtu of natural gas cost customers in the industrial sector $3.94 per MMBtu, 
and by 2006, it cost $7.72 per MMBtu. 10 During this time, the average wholesale value of 

ammonia increased from $137 to $301 per ton. 11 

Given the input share of natural gas, the majority of suppliers to the nitrogenous fertilizer 

manufacturing sector are related to producing or delivering natural gas. Table 8 shows the 
top ten sectors in terms of input value. 

10 EIA natural gas Industrial prices from: J1ltlylltol1tO.cil) .. rloe.@YLdll.l!xf.!l&!'hisl/n3U3511s3a.htm (converted to $/MMBtu). 

11 Data collected by TFI from Green Markets, a publication of BNA Subsidiaries, LLC. 
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Table 8: Value added and sector inputs: nitrogenous fertilizer manufacturing 

Value (millions) 

Value Added by the sector $2,134 

Inputs from sectors not in fertilizer manufacturing industry 
Oil and gas extraction $3,500 
Pipeline transportation 751 
Petroleum refineries 478 
Natural gas distribution 301 
Management of companies and enterprises 191 
Wholesale trade 163 
Power generation and supply 123 
Scientific research and development services 74 
Legal services 48 
Truck transportation 45 
Other 845 
Total $6,518 

Inputs from fertilizer manufacturing sectors 
Nitrogenous fertilizer manufacturing $1,631 
Total $1,631 

Sector Ouput $10,282 

% of Output 

21% 

34% 
7% 
5% 
3% 
2% 
2% 
1% 
1% 
0% 
0% 
8% 
63% 

16% 
16% 

Page 14 



Economic Contributions_of the U.S. FertilizerManufacturing Industr>' __ 

3.4.2. Phosphatic fertilizer manufacturing 

In 2006, the U.S. phosphatic fertilizer manufacturing sector (NAICS: 325312) produced a total 

economic contribution of $21.2 billion in output and almost 90,000 jobs. These contributions 
were located across the country, but the greatest contributions were reported in states with 

either phosphatic fertilizer plants (e.g., Florida, North Carolina) or large wholesalers and 
retailers. Table 9 shows the economic contribution of the sector. 

Table 9: Economic contribution to state economies, phosphatic fertilizer manufacturing 

Contribution to state economies 
Direct Total 

Output Output 
(billionl Emplovment (billionl Emplovment 

Florida $3.3 3,666 $6.0 23,690 
North Carolina $0.9 1,023 $1.8 6,768 
Idaho $0.7 756 $1.1 4,340 
Louisiana $0.4 444 $0.9 3,274 
Texas $0.3 340 $1.1 5,155 
Others $1.0 1,181 $10.2 6,934 

US Total $6.6 7,410 $21.2 89,741 

The distribution of contribution levels across states closely reflects the distribution of 
phosphate mining activity across the United States. This is expected as production facilities 
are often collocated with phosphate mines due to the relatively high cost of transporting 
phosphate rock versus the cost of transporting derived products. Florida is the key example 

as it is the most productive state for phosphate mining and also represents more than half of 
the direct contribution for the sector. Table 10 shows the location of phosphate mines in the 

United States and the phosphate rock capacities by state. It also shows the capacities by 
state for production of wet phosphoric acid, the basic material for producing most phosphatic 

fertilizers. 

Table 10: Phosphate rock mining and phosphoric acid production by state 

Phosphate Rock Wet Phosphoric Acid 
Number of 

State Mines Caoacitv Percent Caoacitv Percent 
Florida 7 24,300 60% 6,082 58% 
North Carolina 1 6,600 16% 1,325 13% 
Idaho 3 5,594 14% 863 8% 
Louisiana 1,053 10% 
Texas 400 4% 
Utah 1 4,000 10% 
Others 820 8% 

12 40,494 100% 10,543 100% 

. (capacity in thousand short tons per year) 
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The key suppliers to the phosphatic fertilizer manufacturing sector include mining and 

transportation, as shown in Table 11. The mining contribution is expected considering that 

over 90 percent of phosphate rock mined in the United States is used to produce phosphoric 

acid, predominantly used for fertilizer manufacturing. 12 In regards to transportation, 

phosphatic fertilizer relies more heavily on the trucking and rail sectors than nitrogenous 

fertilizer, which is often shipped in a gaseous or liquid state via pipeline. There are over 

7,000 jobs in the trucking sector that are supported by the phosphatic fertilizer manufacturing 

sector. 

Table 11: Value added and sector inputs: phosphatic fertilizer manufacturing 

Value (millions) 

Value Added by the sector 

Inputs from sectors not in fertilizer manufacturing industry 
Truck transportation 
Other basic inorganic chemical manufacturing 
Pesticide and other agricultural chemical manufacturing 
Other nonmetallic mineral mining 
Wholesale trade 
Management of companies and enterprises 
Oil and gas extraction 
Rail transportation 
Power generation and supply 
Other 
Total 

Inputs from fertilizer manufacturing sectors 
Nitrogenous fertilizer manufacturing 
Phosphatic fertilizer manufacturing 
Total 

Sector Ouput 

$755 

791 
494 
377 
303 
255 
192 
176 
89 
76 

934 
$3,686 

$1,551 
613 

$2,165 

$6,606 

%ofOutput 

11% 

12% 
7% 
6% 
5% 
4% 
3% 
3% 
1% 
1% 

14% 
56% 

23% 
9% 

33% 

12 Jasinski, Stephen M., 2007 Minerals Yearbook: Phosphate Rock, U.S. Geological Survey, August 2008, p.56.1. 
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3.4.3. Potash fertilizer manufacturing 

An analysis similar to those for the nitrogenous and phosphatic fertilizer manufacturing 

sectors is not feasible for the potash fertilizer manufacturing sector using IMPLAN. Data for 
the potash manufacturing sector is buried within NAICS code 32518, Other Basic Inorganic 

Chemical Manufacturing. The reason for this Is the low number of potash mining facilities in 
the country, which causes nondisclosure issues. The government is not permi.tted to publish 

most output and employment data if it can be traced back to particular firms or facilities. 

In lieu of publicly available data, a recent survey conducted by TFI was used to determine 

that there were 1,774 direct jobs in the sector In 2006. Total jobs can be estimated by using 
the direct-to-total jobs ratio, or multiplier, that was calculated for the phosphatic fertilizer 

manufacturing sector. It was determined that this sector was the closest match for potash. 
Using the phosphatic multiplier, it was estimated that the potaSh manufacturing sector was 

responsible for 21,111 total jobs In the U.S .. 
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3.4.4. Fertilizer mixing 

In 2006, the U.S. fertilizer mixing sector (NAICS: 325314) produced a total economic 

contribution of $13.5 billion in output and over 56,000 jobs. These contributions were located 
across the country. Table 12 shows the economic contribution of the sector, including a list of 

the top contribuflng states. 

Table 12: Economic contribution to state economies, fertilizer mixing 

Contribution to state economies 
Direct Total 

Output Output 
(billion) Employment (billion) Employment 

Indiana $0.8 1,365 $1.5 5,084 
Florida $0.4 781 $0.9 4,205 
Texas $0.4 751 $1.0 4,302 
California $0.4 717 $1.1 5,427 
Ohio $0.2 415 $0.6 2,521 
Others $2.1 4,067 $8.4 34,550 
US Total $4.2 8,096 $13.5 56,089 

The economic activity in the fertilizer mixing sector is more disperse than in the nitrogenous 

and phosphatic fertilizer manufacturing sectors. This is because the economic activity in this 
sector is not concentrated in large plants, but rather at numerous smaller facilities located 
near the cropland where mixed products are consumed. One study estimates that there are 
up to 6,000 fertilizer mixing facilities located across the country. 13 

The main suppliers to the fertilizer mixing sector are actually the other sectors within the 

fertilizer manufacturing industry. As shown in Table 13, over 53 percent of the output of the 
sector results from inputs from the nitrogenous and phosphatic fertilizer manufacturing 
sectors. This is expected as mixing operations exist to purchase fertilizers, process them 

(mixing), and then sell them to wholesalers or retailers. 

13 Adrilenas, Paul and Harry Vroomen, Seven Farm Input Industries, Fertilizer, U.S. Department of Agriculture, September 

1990. 
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Table 13: Value added and sector inputs: fertilizer mixing 

Value (millions) 

Value Added by the sector $832 

Inputs from sectors not in fertilizer manufacturing industry 
Other basic inorganic chemical manufacturing 149 
Wholesale trade 143 
Coated and uncoated paper bag manufacturing 1 07 
Management of companies and enterprises 1 05 
Truck transportation 93 
Stone mining and quarrying 51 
Scientific research and development services 40 
All other miscellaneous professional and technical 36 
Other 421 

Total $1,143 

Inputs from fertilizer manufacturing sectors 
Nitrogenous fertilizer manufacturing 
Phosphatic fertilizer manufacturing 
Total 

Sector Ouput 

. $1,389 
821 

$2,210 

$4,186 

% of Output 

20% 

4% 
3% 
3% 
3% 
2% 
1% 
1% 
1% 
10% 
27% 

33% 
20% 
53% 
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4. ECONOMIC VALUE OF DOMESTIC FERTILIZER 
PRODUCTION 

The sizable output, value added, and employment contributions of the U.S. fertilizer 

manufacturing industry described in Section 3 exist because the manufacturing occurs 
domestically. That is, those specific domestic manufacturing activities drive economic 
outcomes in a range of other domestic sectors. For example, if there were no domestic 

nitrogenous fertilizer manufacturing sector due to a complete shift to imports,there would be 

a decrease in demand for the U.S. 'oil and gas extraction' sector. These economic 
contributions are additional to the enormous value of the fertilizers themselves in driving 
agricultural productivity. The latter could be gained even with 100 percent imported fertilizers, 

as long as such supplies were cheap and highly reliable. However, one can also argue that 
the economic contribution of a robust domestic manufacturing capability exceeds the 

measurable contributions documented in Section 3 because excessive reliance on imports 
could create unacceptable risks for the stability of the supply chain of U.S. agriculture, which 

directly accounts for hundreds of billions of dollars of U.S. output, and indirectly contributes to 
far more of the U.S. economy. 

This additional, unmeasured value can be thought of as a "risk premium." It derives from 

several dimensions of supply chain assurance, including fertilizer price stability and limiting 
our nation's dependence on potentially risky international sources of supply. 

4.1. LIMITING DEPENDENCE ON UNSTABLE IMPORTS 

Excessive reliance on imports can be an added supply security concern if the non-domestic 
sources are in countries that are not generally among the most stable, politically or 
economically. The United States is already the largest importer of fertilizer in the world, with 

more than half of its nitrogen and over 85 percent of its potash coming from international 
sources. 14 In the case of potash, this is not a major concern as the majority of imports come 

from Canada, a stable trading partner. However, nitrogenous fertilizer productive capacity is 
most likely to increase in natural gas producing countries - particularly those that are not 

easily able to export their gas to supply centers. These countries are not generally 
considered to be as politically and economically stable as countries such as Canada. 

The top supplier of nitrogen fertilizer products to the United States in 2008 was Trinidad. 
Several U.S. firms have production facilities in that country which take advantage of the 
relatively cheaper natural gas supplies. The second largest supplier is Canada. However, 

the fastest growing suppliers include Russia and the Ukraine, the top two exporters of 
nitrogen in the world. Recent history in the European natural gas markets show that there is 

risk in relying on these countries for a significant share of commodity supply. Another 

14 U.S. Department of Agriculture, data from "US Fertilizer ImportS/Exports, 2008," E<;onomic Research Service. 
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growing source of imports for the U.S. is Venezuela. Figure 3 shows the increasing level of 

U.S. fertilizer imports and their countries of origins. 

An unstable U.S. fertilizer supply would introduce significant risk not just to U.S. agriculture 

but, by extension, to the entire world food supply. There is economic value in the continued 

presence of a U.S.-based nitrogenous fertilizer manufacturing industry to the extent that it 

minimizes reliance on global sources that may one day prove unreliable. 

Figure 3: U.S. fertilizer imports from 1998 to 2008 
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4.2. "USE" VALUE OF FERTILIZER 

The United States is the third largest consumer of fertilizer in the world, behind China and 

India. This fertilizer consumption supports an agriculture industry that produces a large share 

of the world's food supply. The agricultural products grown using fertilizer are not only 

consumed in the United States, but are also sold into the world markets and delivered to 

developing countries as aid. In 2006, 22 percent of U.S. agricultural commodity production 
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was exported. 15 In 2008, the value of U.S. agricultural exports was $115 billion (compared to 
imports of $80 billion, for a trade balance of $35 billion). 16 

It is estimated that fertilizers are responsible for between 40 and 60 percent of the world's 

food supply.17 A quick calculation shows that if 50 percent of U.S. agricultural production is 

dependent on fertilizer, fertilizer use in the United States alone provides an economic value of 
up to $300 billion. 18 If even half of the fertilizer is assumed to be domestically produced, that 
translates to a domestic "use" value of $150 billion, or 10 times the production value for the 

industry. There are obviously very significant assumptions that go into such a calculation, but 
it serves to show just how large the economic contribution might be. 

The "use" value goes beyond economic value to the U.S. agriculture industry .. In a world 
market struggling to keep food supplies apace with growing demand, agricultural products 
and fertilizers exported from the United States are important on a humanitarian level. If costs 

of U.S. agricultural products are increased as a result of a less-than-stable U.S. supply of 
fertilizers, the economic consequences could be large. This. value of the U.S. fertilizer 
industry could well exceed the substantial measurable portion of the economic contributions 

of domestic fertilizer manufacturing that were estimated in this report. 

15 "Statistical Abstract of the United States: Table 813: Percent of US Agricultural Commodity Exported; 1990 to 2006." U.S. 

Census Bureau. Available at: http://www.census.gov/compendia/statabttables/09s0813.pdf 

16 Compiled by U.S. Department of Agriculture, Economic Research Service using data from U.S. Census Bureau. 

17 W.M. stewart et al., "The Contribution of Commercial Fertilizer Nutrients to Food Production," in Agronomy Journal, 

January~February 2005, pp.1 

18 In the pUblication Amber Waves, the USDA used SEA statistics to estimate that the agriculture and related industry's share 

of the U.S. GOP was 4.8%. This translates to $570 billion.(http://www.ers.usda.gov/AmberWav6s/June06/) 
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APPENDICES 

ApPENDIX A: METHODOLOGY 

The goal of this report was to examine the fertilizer manufacturing industry's contributions to 

the U.S. economy, with a focus on employment and production value. Basic information and 
data about the industry was gathered from various government agencies, industry . 

associations, and academic studies. Commonly accepted methods/too[s for determining 
economic contributions were used. [n order to examine contributions beyond direct 
employment and output, [MPLAN was selected as the input-output model of choice. 

About [MPLAN19 

[MPLAN ([Mpact analysis for PLANning) was originally developed by the U.S. Department of 

Agricu[ture Forest Service in 1979 and was later privatized by the Minnesota [MPLAN Group 

(M[G). The model uses the most recent economic data from public sources such as the U.S. 
Bureau of Economic Ana[ysis (BEA), the U.S. Department of Labor's Bureau of Labor 
Statistics (BLS), and the U.S. Census Bureau. [t uses this data to predict effects on a 

regional economy from direct changes in employment and spending. Regions., or study 
areas, may include the entire U.S., states, counties, or multiple states or counties. Over 500 
sectors and their interactions are represented in the data set. 

Details of the [MPLAN model can be found in the manual: 
http://imp[an.com/index2.php?option=com docman&task=doc view&gid=66&[temid-65 

Using IMPLAN to determine economic contribution 

[MPLAN is designed for running economic impact analyses, which are useful in evaluating 

the economic contribution of a sector of the economy. The contribution can be determined by 
evaluating the impact of removing the industries' productive activities from the economy and 

quantifying the effects on all sectors combined. The impacts can be broken into three types: 
direct, indirect, and induced. 

1. Direct - These contributions include direct value added by a sector. They include 

employee compensation, returns to investors, income on property, and payments 
to government. 

2. Indirect - These contributions result from the payments to industries that support 
and supply a sector. The payments to suppliers lead to payments to other 

19 Minnesota IMPLAN Group, Inc., IMPLAN System (1 9xx/20xx data and software), 1725 Tower Drive west, Suite 140, 

Stillwater, MN 55082, www.irnplan.com. 1997. 
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suppliers, who pay other suppliers, and so on, in a ripple effect that ends with 
leakage out of the region. This leakage mostly occurs through the purchase of 

imported goods. These payments to suppliers are transferred to employees, 
investors and government in a manner similar to the way direct contributions are 

distributed. 

3. Induced ~ The sector's economic contributions do not end when it prints 
paychecks for employees, pays its suppliers, distributes dividends to its 

shareholders or remits taxes to the government. That money is filtered back into 

the economy by household and government spending, thus greatly increasing the 
contribution of the industry. 

For the sake of improving accessibility of this report, the indirect and induced contributions 
were not presented separately, but rather as "additional contributions" as a subset of total 

contributions. 

Industry selection 

NAICS codes were identified for the sectors that together constitute the production segment 
of the fertilizer value chain. Production was assumed to include mining, manufacturing and 

mixing. Focusing on the production sectors leaves out the wholesale and retail sectors of the 
industry which were not a focus of this report. 

The nitrogenous fertilizer manufacturing, phosphatic fertilizer manufacturing and fertinzing 

mixing sectors matched one-to-one with IMPLAN sectors. Mining was accounted for as a 
supplier, but phosphate rock mining, which exists primarily to support phosphatic fertilizer 

manufacturing and could be considered part of the fertilizer industry, was not isolated 
because IMPLAN aggregates it into a more generic mining sector code ("other nonmetallic 
mineral mining"). However, IMPLAN data shows that the mining sector does represent a 

significant portion of the input into the phosphatic fertilizer manufacturing sector, and 
therefore the output from the phosphate rock mining sector was, to a degree, included in 

direct output. The jobs in phosphate rock mining appear in the "total contribution" calculation. 

Potash manufacturing (which can also be considered "potash mining;') was also difficult to 

isolate. Due to non-disclosure issues related to the low number of facilities, it does not have 
its own sector designation in IMPLAN. It is included within "other basic inorganic chemical 

. manufacturing." An attempt was made to obtain potash sector data directly from relevant 
firms, which is how direct employment numbers were included in the report. This sector had 

at least some of its output included as part of the phosphatic fertilizer manufacturing sector 
and the fertilizer mixing sectors; however any output that was not sold within the industry was 

not included in the contributions. 

Adjustments for double counting 

When evaluating the contribution of an industry that consists of multiple sectors, special 
attention must be paid to avoid double counting the economic activity that exists between 
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those sectors. The fertilizer industry is no exception. There are significant intra-industry, and 
even intra-sector, sales. These were removed from the combined output calculation. This 

double counting is not an issue in direct employment because those numbers come directly 
from a public data source and all occur within the respective sectors. Total contributions 
were also adjusted to prevent double counting. 

Regional analysis 

IMPLAN data is available at the national, state and county levels. This analysis not only 
examined economic contributions at the national level, but also contributions to each of the 
50 states and the District of Columbia. State-level contributions were calculated as not only 

the contributions from in-state fertilizer industry activity, but also the activity in each state 
supporting fertilizer activity in all other states. Induced contributions in each of the states led 

to a more even distribution of contributions across the country. The state level modeling 
allowed for the regional analysis, the ranking of states by contribution, and the state analyses 
for Louisiana and Florida. 
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Official NAICS definitions for the sectors in the fertilizer manufacturing industry (as 
listed by the NAICS association (website: http://www.naics.com/search.htm) 

NAICS 325311: Nitrogenous Fertilizer Manufacturing: This U.S. industry (sector) 

comprises establishments primarily engaged in one or more of the following: (1) 

manufacturing nitrogenous fertilizer materials and mixing ingredients into fertilizers; (2) 
manufacturing fertilizers from sewage or animal waste; and (3) manufacturing 
nitrogenous materials and mixing them into fertilizers. 

Ammonia, anhydrous and aqueous, manufacturing 
Ammonium nitrate manufacturing 
Ammonium sulfate manufacturing 
Anhydrous ammonia manufacturing 
Fertilizers, mixed, made in plants producing nitrogenous fertilizer materials 
Fertilizers, natural organic (except compost), manufacturing 
Fertilizers, of animal waste origin, manufacturing 
Fertilizers, of sewage origin, manufacturing 
Nitric acid manufacturing 
Nitrogenous fertilizer materials manufacturing 
Plant foods, mixed, made in plants producing nitrogenous fertilizer materials 

Urea manufacturing 

NAICS 325312: Phosphatic Fertilizer Manufacturing: This U.S. industry (sector) 
comprises establishm'ents primarily engaged in (1) manufacturing phosphatic fertilizer 
materials or (2) manufacturing phosphatic materials and mixing them into fertilizers. 

Ammonium phosphates manufacturing 
Defluorinated phosphates manufacturing 
Diammonium phosphates manufacturing 
Fertilizers, mixed, made in plants producing phosphatic fertilizer materials 
Phosphatic fertilizer materials manufacturing 
Phosphoric acid manufacturing 
Plant foods, mixed, made in plants producing phosphatic fertilizer materials 
Superphosphates manufacturing 

NAICS 325314: Fertilizer Manufacturing, Mixing Only: This U.S. industry (sector) 
comprises establishments. primarily engaged in mixing ingredients made elsewhere into. 
fertilizers. 

Compost manufacturing 
Fertilizers, mixed, made in plants not manufacturing fertilizer materials 
Mixing purchased fertilizer materials 
Nitrogenous fertilizers made by mixing purchased materials 
Phosphatic fertilizers made by mixing purchased materials 
Potassic fertilizers made by mixing purchased materials 
Potting soil manufacturing 

Page 26 



Economic Contributions of the U.S. Fertilizer Manufacturing Industry 

ApPENDIX B: ADDITIONAL DATA TABLES 

Table 14: Top three countries in fertilizer activity: consumption, production, imports 

and exports 

IAII Fertilizer Nitroaen Phosohorus Potash 
Consumption 

1 China China China China 
2 India India India United States 
3 United States United States United States Brazil 

Production . 

1 China China China Canada 
2 United States India United States Russia 
3 Russia United States India Belarus 

Imports 
1 United States United States Brazil China 
2 China China India United States 
3 Brazil Brazil China Brazil 

Exports 
1 Russia Russia United States Canada 
2 Canada Ukraine Russia Russia 
3 United States Canada China Belarus 

Source: The Fertilizer Institute. Globallnduslry at a Glance. 2005-2006. 
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