
August 2, 1968 

The Vice President's 
ECONOMIC POLICY TASK FORCE MEETING 
Sheraton- Cadillac Hotel 
Detroit, Michigan 

Dr. Clara Penniman, Professor of Political Science, University of 
Wisconsin 

Dr. Joseph E. Pechman, Economist, Bethesda, Maryland 

Dr. Robert R. Nathan, Diredor of Task Forces 

Dr. Richard Cooper, Professor of Economics, Yale University 

Dr. William Branson, Associate Professor of Economics and Public 
Affairs, Woodrow Wilson School, Princeton University 

Dr. Walter Heller, Professor of Economics, University of Minnesota and 
former Member of Council of Economic Advisors 

Dr. Charles Schultze, Former Director of Bureau of the Budget 

Dr. Woodrow Ginsburg, Director of Research, Industrial Union 
Department, AFL-CIO 



• 

you 1wrc 

')JI;t" ;' ! _:_ "-. I . (,...{' .... , ..,.. I ' ( .. 

i'ir . Vic e · PI·c~.d.ctcnt , 

Attq . :; 1 fit I 
(tpp:cc:cict·t~ the opport1.mi ty" -L o 

to discu::;s ~Jo;He 
I 

of t11e pJ:bblm-::.s in cconoirtic area 
.• .... 
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tha·t 

arc facing t .hc U.s·. VJc 1Jcl VC p:::-esen"l hei~e so;r,c C/l:cnrmen and .members 

o f various task f orces in the economic field. Ar1d today v.re follow 

\·Jhat . . \·:o dicl. i n L.A. c.~ few days ago , no.rncly , disct~s.sing •.-.rith you, 

in f orma lly fran~~ly \·!hat WG r.egard as t1le c ritical issues in the months 
/ 

ahead ancl the ycclrs <:chc?.d,, /n the econo:~1i c area as He did there in the 
·' 

social cn:eas , t1le c:i_ ty pro}.)J.e ·:-.s i.:he health probJ.e:-,~s. t11e poverty 

problens. the:: ec1nc~.t:.ion pro:blcl:-ts . And c:::.s we hope in a fe"'' day s 

hence i.:o cl.i scus~:; v·1:i:ti1 you p:r~obl.ems on foreign policy . And t:odc..y for 

l i cJ.. . t 1i..!S .l.SCUSS:LOn and 1~1e et:.in<] here \ ·le have \·iith us C1.1zr J.es Schult~ \·lho is 

formei~ cl.irec·tor o£ t:he Bt1.dgct. 
c 

B"L1.:ca u, and Prof. 
:. 

the U--..riv. of 1-:cJ.. ; 

h a ve \\fal t er BE.:lle:c v1ho \-las fonnsi.~ ly chc;.:i_:cm,tri. of the Presic1e:n·t: ' .s ~ounci'J. 

., • . . 1:. • ,k .• o~ Econmnic 1\c:.v:t.so.n; und ncM Prof . o f XE~~·:-::-: e · :Ccono:~ncs at Jchc Uvl v. of 

Hinn. \';q have Joseph Pschmv.n 1·.'J1o is an e cono~nisi.: in \"lash.i.ngton; H·3 have 
' .. ~ 

"h'ooc1:c0\·l Gi nsbi.J.rt;:i v.rho is rc sCJarch c1irec·tor. of the ::. ndu.s:::ric-' 1 unio!1 a·c. the 
.-' . 

i\Fl ·-CIO. at t.he 

Univ. of 1';;5.sc. \·:(; h:.'.V<:) Ricn<:·rd Cooper ' '-·ho is Pre.: ,, of Ec:)_-;.. a·c Y"1.le 
\·.'~! h<:t vc: 

Univ . <l. rH.1/\"iillic:.;<.t Br,:nso:l v:Lo is Ass·t. P:Eof . o:c Eco:."l. c-c~.: <::'.::16. Pu}J~~ ic 

j~.~:~ .... -~.·- ~ : ;..· .. l.~.i_·il.\f o ·L; __ .,_ ... ,~~ ... _]\t:.-_•c,_, j"'·,·J·.r. • \'l' r • .- t> -r..'S_. c··- · .J ., • J - , , -· _ ---,. · .. --:"! •.. '. c J..t::.:.rt: en Ti~:'lny CC()nc:-~cj.C. r;u_cJc;c:..:s . 

Firs~ or all I ' d Jco say; Dob , · I C1p~rcciate all o-~ you 

crooo _, .. i n 

. . , . ' 
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' '. 

some of i L1Y Oi:m Uwush ·:::; and kick t hem b2\ck and fo:cth v1it.h people \vho 
,rJ ~ .. ·i .. : .. { 

\ ..... < 
c<j~ ·c undoubtc~ny :;:norc kno;_·.r lcd~;-<:•.b le in t.heir respect.i vc) fields. ,.. .If we 

'' 

can I ' d like to conti nne a conve:c s;~~c.ltio7.1 t.h:=t t \'TO hc.~d so;nc Hceks 

u.go . Some of us 
a 1 .J .L.... • ~ , • ., • . .r: h g:...:t1:e:::- cc c.og-c: ~.-ner a:L-:na cuscussea sore OJ.: t e 

ccono~ic future . 

.the di.scus:::ion \'JaS some~.vhat 

\•i:) v;cre thinking o:c pos·t-Vietna.;·~(prechcat.ed 

on the a.ssumptio:n that U1c \'.'ar in Victnc:.tm would b.::! b1:ough·t to a c lose 

and \·J11 c.1.·c. would ue do 'l;liiJl our resotu:c~s =• ~~::_1 , wha·t reso\..J.rces \'Joulcl we 

r.:have in quantity 2s \·:ell as in quality. J.md I'd like to have your 

vim·n:.; , thu.t goes for all of you he·re , as t.o what we're going· to have;J. 
(to take care o-~ · 

in t:er1c.s of funds public :ceventtes c:md all otJ.a::- resources ~nd ·\:.7h<:t"c needs 
; fJ \ 

to be done in this conntTy • Everybody's .gQt their ovm idoa o:f vihat needs 

to be done but let 1 s just asmune thc--:.·t one of the things that needs t o 

at·t:ack on the urban b : ' ills , boi:.h the physical resou:r:ccs a.s well as 

the p1.·oblcms of hnr:~an resources . ·1\nd Cho:clie if you co1..1.ld lead off 

on that , Ch~tr les Schul U·: , I 1 d cl.ppreciat:e it. if you 1 d give us the 

bcnc::fi t of ym:n.· vj_m·.'s aild ·then I 1 m just go:i.ng to let: you go to it and 

sco if \·i E: c<J.n find ::-~o;ne mccmin<;J , some c o:-r1:non d-:::nominat.ors here, and 

\ ,;"' 
• '-· 

".r •• : . ,-~. L·. ···': .· r-.,·~.··1. ~._\!c' ·.J .. -... · .. ·,_ o·:-.- .' ' .. r .J.- C.·-.. -.·-r.,,·.·~-'. I''-:Z'· · 1" 4.' .. ''C· l. ·" '"'' ~·. ' . l "'r() " - - ,_- .. , • •• _ • _ 1 - • - • '- ::_, c..--, 1.. ~,,,1...1. :-, ::. •... ~: c J.i1 . ~J ':J(.> cl.l1Cc 

~- . ~. ! 
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CS: Eveiy 5 to 6 we add the ~ equivalent of a W. Germany , the third 

largest irld.u:..; ·cl.·ial po·,.;8r in the world.:_ .. :·:', .<_ , .- ~·- .:..-: .. ·_.:,->t:i ·);'JJ-!., 
kind of 

Let me >~jc::~: say the.\ t I th:i.nk he' s 1~zz~1L:::::;; conservative . :t think 

it's every 4 or 5 years. 

CS: left. our stu. t.i ~;-tics at 
b 

home and we've~ ueen quo.rreling 

SCJ.y 
about this, so v,;c c c:..n i::;;:::.:r..: between 4 to 6 years \·7e add a ,.J. Germany 

lJJJII : That. ' s fanta!:.;tic. 

CS: No rea.lly, thi~ is the~ ccnt:r-al thing t.o remember . This if> not a 

poor socioty, ~ not only 
\·lhich 

i.:: it no·t a poor society, it is a rich society 
.....,_ 

:kk:::i.~ is gett.in~r richer ::--:.::=I i:h;-:: awfully rv.pidly in the aggre<?.ga te, i..1~n 
-~· 

total. h
. . . i. · ·th:i./c l11P.ans . T lS J..sn' t Jn st.J..n t .erms of ll1pn;~ey , tl1c pi:oduc·clon of goods 

~ ........ 
anc1 scrv:.,:iccs, -t:he re.sourc2s of \·.'hat we can do, is add:i..ng the third 

'-· . 

largest i ndustrial po·.ve:c ev2ry ~xt:8xR years" or as lvaltc:c \'lill have it 

every 4 years. Nm-1 , \·N:~ · ve got. a D ta.x sys·te;Tl thz;:(: grows along wH:h the 

in the sen~-; e tha.-l: 
economy/as J..nco:t1e g·;.:o•.-7s t:he Federal gov·crnment ge·l:s r• ore revenue: 

IlBH : Ol1 t.he sc.lme basis . 

CS: 0~1 the Sc:tl"i12 bc:tsis. H:i.·c.hout raising tax ra..t e 1 \'.rithout. chanS;ing t2.x 

ru.tc:s. ll.s cor:porc;_t e p}:o:Eit.s gr0\·7~> and inco:Tlo.s g:cm·.::O: and sc:les inc:co.a:::e 

-... : .. ") : ... j, \ i ' .... .. ~1 ' .. .: ·'- '"'; "' .t . J. ·' !. -!. '-···.t 1 ('! ;.__: ; . -L L.l101..tl. changing tax ratas. 

!"-~ -l·- ;_.,· ._.- L.·. ·, .~.i_ t.:'. 'I•. +-.-_.-, .--... _·,-.·" -·~ o_·r· '-"·; :, r - ..., ~ .. - ' ·.- ) :, c·: , y I'"' ' -- -- T ~ .,... r• - c··o .... ~ ,...... ' -- l. f.' ... -- ....... 'l-- "'- ..-.. - - ~ L, --- .d"':· C . .!-'-··}- J,_._,_ ':J ·L 1, .. )','-.'--l":j (.~ ,' _ ;.,) .~ l~' l . J: ..., .... ~) .._ ,:_ 0l:-...:; 



think on the average you could say i nn the next sev~ral years i.:hat 

, ., . . -1nay b o an v.c.w.l t~O!lCt .L 13 bil.lion o:r. 
'-: ,'I'. i ~ . ' 1 ' • ' / .·' : '• •

1 
""

0
' ', : t·, '' 1

•) ') 

year , ·14, 15 bi1li.ol~-- ~-·y-eai·;·----so a 

large sums, in any event. 

llliii : Of ne.-J rcv0nuo? 

CS: 
. . · i n ·the f0d2:cal trc;cy . . 

Of ncu ackh tJ.ona l revon uel That:. oDvlous.Ly var1es from year to 

yo2..r . 11.: ' s not precise , bu·t ii.: is larg· e suJr1s . 13 Jco 15 bi·l1ion 

dollars. 
'-.. ' . . • ·. 

HIIII -: l'.nd that docsn ' t :r.~:.fe:c ' ·to state and loc<'l.1 :r..:cvenucs . 

CS: No this is j1J.st f:(:: cl.er~J.l , federal only . no~·1eve:c , it seems •co }::me 
} ' 

; 

i·s yon v1ant Jco >:tu.ke a loo}\: at ·\v·ha.-t 1 s g-oing to avairr1ab1e fi:om a 
fu·l.:ure 

budgetary standpoint . . you 1 ve go·t t.o b:C('fak ·the :i:h~~m::: dm·m i n ·to t\·Jo parts . . . "' 

J \'70ulc1 say u:i.thin t.hc next. s2vc:cal years, •che noxt two years leJc 1 s say, 

a ·hn·ge p<n-·t of t:hat. incre2..se in -revenue threatens , even \·ii ·th Vietnam 

expenditures declining- , even with peace in Vi etnam and Vietnam 

is thro.atcnod, r. a ybc t11:coC1. tened isn 't tho r i~Jht, nay be I' 11 use a more 

. 1 " . ]'1 1 J b J ' • d . . . ,. nm.n:ra \vorct, lS .lKe __ y co o ec:u:cm up .oy l.noreu. so:_;~ non-V:Le-cnam nu_lta:cy 

expondi't1.1rcs c).nd by E c~::.~ ~=:· ~*.:\~;;: :;_:;~ :::c:;;_r incroe::rsed expencht.u.res simply •co 

P.s you.kno":.', over the lc..st ', 
'", 

Y "' '"' r ~ · ( TlT·IT-J· "-· C. t. • • _.., - .. ... ~ .. ~;oi-:t c~ ··o:,:~x't~) l e s, . .. it's very 
' 

1li.,i:c1 t:o ~f:i. vo p:r: oc:t sc 11 u.•ub-.::rs 0 11 this br:. ~ . .if you J.oo} ~. at the neH 

"· .... , 
"'c11C! l)rCJ C C!~~~: 
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As you Jato•:;, 
s 

la~ t ~e ve~a l years .. . 

HHII : Like v.7h c::t.? 

S : Let me g).vc you Cl11 ezample , i·t' s . hard to get precise numbers on this, 
~-

I .. 
\':i1ich hove been \·.'hich· bn: iL; you look t h e D C\·.' v.'8 ~tpons sy~;tcms upprov_e ' or 

in the . p:coce:;s of b e ing opp rovcd and · J]\oney voted by i.:he Congress in recent 

years jusl starting out. •rho ant.i ...:balli.s<:ic Htissile sys-tem originally . ' ' 

costi1'lg supposedly fou r _t.o foux: and a half billion , · nm·l already it ·looks 

like five and D h ~:. lf billion a nd that n~ay be just. the beginning . 

HIIH : And t ha t' f.; \"ihctt . \·l c call the thin'. ~ dc:Cf_mse. 
" 

-; ~/ ~ . - ~ 
S : Yes . Secon dly, nuclt.:;ar carriers is a case i n poin·t. Trle last 

; 
conventional carrier we built, the dohn F . Kennedy , cost two hundred 

and thirty seven million dolhcs . 'i'hc ne"~d n"lJ.clear cani:cr~; a·t present. 

.est~nutc will cost 
(-' : \ 

5'2-<1 lnillion dollars and t:hc:ce t.hrec in °Chc-~pipe line 
s~; - c 
. ' . . , _ in a sense. There! a r e impo:::tan~c inprove;-:--tEm·c.s in our ballis·tic rni:"?:·l:ild ; ·• t 

th8 s o-called n c: v: Poseidon m:l.:i..::::sE;ile a.nd a nurtLber o:C ot:he:c items . there 

is a large d e stroyer building progiam u n d e rway . In addition , there have 

becm a m 1.mb2r o:C proposa ls kicking 2.round v,;hich have no·t been app:c:ovcd 

w11i-c:r \·iill clct.l:cly be up fo:r: g :cabs \•ihen Vic-L:.nam is over , a nei'i advanced 

st:(i'ttes_;ic bo!: b ~~r , a. ne•.-! £ig1rl:.er for the l\Tavy , a n E:Vi fight.cr for th(', Air 

For c e .- ;-c 118\•7 Army a n"ci-tank . ~ rn:t s ~~:J.Le s, a \•!hole ho s t of 

t h i ngs "Lhc: t . a.::: c ki nc1 o:!: in the \•lOod vio:-:.· ]~ loo}~ing fo:c c•p p r ova l OT! CC 

t h<: ·c :i .n t.:rto -. ,. / 

u \- ... -~ !- .l r 0'...1.s_; ~-1 j \.1. ~l. ~. ~.-~ .:=; 11-t: · \·l o t.1. J.. cl. j .. l-:c=: :i_ cat:. o :·: · ~ · . >~ :·1 c.·~-: -'c. ~·, ~~ 'IC! :~ ~l J. :l :·::: e 2.-c s a s i s :-l i £ j_ C' et:-:. ·t 

(" :- ( . ;: -'-
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/ 

~ IJr~ll(~:C :1\.rc you ·sc:~yinJ in effec~~t that the di.t:":.vidend £ror.1 the endirg 

)£ the v1u.r in Vietnam is going to be all eaten up by othc:c military 

:;xpcndi 'cures? 

S : I'm saying a very larg~ pu.rt of· it will be. 

1"7 .Ji ._: ____ Hi 11 be could be dc::pen ·hn6· upon i.:he 
. ial decisiops 

presidcnt~~X
~J~X~~GH! 

or 

S: Very good po ~~nJc . Could be-:. But those are not easy presidential 

decisions. Those axe c1.ecision;not simply which involve holding off 

/ .•• _1 "I , ----· - - . 

or postponing items which.have . already 
. ~ ......... - ·"' 

But in deferring 
absurb i tcmr~. 1-

been approved or of holding · off items \vhcre the judgrr.ent will be very 

di fficulJc . Or in d~vi~:inCJ interna'ciona l ;::::..r relations which \vill make it 

Th8Y 
tn:i.ngs 

possible to reduce this· arn~s race. _ b:~ \·li 11 not: be easy/ for us to do. 

I would agree v1iJch \•7<.J. ll8r U1at: it ' s not in0vi ta.ble. 

HE-III : Some ·of these dc:!ci.sion have already been made by the Congress. I 

. kno\•7 that some of the v;eapons E:y~:·tems have bee:.1 approved but they have 

been deferred. 

S : Approved and deferred and are waiting. 

I~Ei1: Bcc<.;.u:::e of bndg et.c:~ry lir:ti. t.alions, b~cau~;c of the 'dar in VioJc! c=:.u, 

anC: t.hc:ccfm.·e the nezt Prcsi.cl.cn ·l: \·!Ould be 'fete\:. ' if l:.o \veTe going- t:o rcst.1:ain 

Con~rcs s that had ~lrcndy ·authori%nc1·it , with pressures b·tilding ~p to go 

' 

'-:;:.;.t. d ·.-.'i.t~ j.·:: ,. '.-::i. ·t:h aloJ,: c::: taJ.~ th:~:i: \·.'8 hav.:::n ''c kp~·,t ~).:J. cc:, Ol<:c inv2l1'l:orie::::; 

-~~ 1· -. .1. 
l .• l:, L. i "' --.) 

.. · ........... r; -
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hostili tics in VicLl<:Jtt . i\r:cl. L.o prescu·c0~; \~ill be trc.::~nendous - -c-:. lright ~ 
' vc 

let's get goinsr I th e stuf f t.hat. we/ de l aycd ~ 

No·'"' on -L:hi,s point: l'-1r . Vice President-., as yon ~;:no\'7 I feel , 

Iagrcc \-Jit:.h \·.J11cl~C. you jr,st._ sc.id one hundred perccn·i.·-~ I think tha·t · as 

economists we can't tell you hm·.' Jco 
. n run your foreign policy , we ' re 

But you have recently been talking 

<.1 n0':.' kind O ·F' 'l ·i-o·,-,_,l- rr'1 .)_, c. "'- _ .. '-' ':J J.. poJ.icy . 'i'o me I 

in a.dd i t:i.on to the c1i9lc::.1CJ.·tic .1:-)olicy, it requires- a neH t.hinkinSJ 

of: the: mil:i.t.<.<ry pol:i.cy to sec ho•.-1 it cc:n be dovet.2.iiec1 in·to t!<c 

fore:i.gn policy . l\!.1C} _ ull I Cclrl is to· 

c'~;k yourself t'he quc~sU.o:t1 , "Is this extra $10 bilJ.io::1 t.hat. \·Je 

arc going t.o ~;pc~nd for t.hcse t1)ill')S i.:h<J."i.::. scc;·u to be desi:r.able 

sccm;i-t·.y of t1H?. n<•t:i.o:-1 in t.c:u~1s o:f th:~ :l:m:c:i.~in policy t1'1<.1t I \'l<:mt. 

t.ough question~_;. 

·t.l1e \.~o:t.· J.c1 •• • 
. 

. . . t.!1c rc·\J.;:;;~;er;si~·-~; l! t 

• ~ I ' : .1. : • •I :. : ' ,I - - •, • • ·~ • 
. •• • '-· r 

; . · .~ ,, ..... 

' . .. ·, .... ,, . -

may he1vG to go . 

t.o be: 

to $ J . . '~ })~_ll:i.c: 

. . . -- ~ ., , .' 
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Rig!1t.'.? i'l . !-1 . : 

of ho::.d:.il:i.·U.cs ~w th::; l \ ·.72 c an loo}~ <.<!i ee<d ·to fiscal 1970 \•ih ich is 

~ 'l . J I .: ------

tc-1ke int .o <:tcc c t.:..nt. o;) !_; t .1:c'. t \"lC! h ave just. t.alked c-1bou t -- t he non·-V:i.e t.nu: _. l · J.. ... . ~. ~ ('~·1 r)·· ·'·,-~ ..-.. c. ... I1.L _ :l1.- eLL y 8 .·-P~· " - ~ .. L c.l . .!.. '-- . , • T hc:r.e c:: )~e, o i .cou:cse , loo;·c:i. ng j ust one o:c t •.vo ycurs L::rse 

about •.ih:i..cl1 i n t.1w v0::r.:y ~;ho:ct. ;:uns, l. c· 
0 not vcj:y much you can do . 

to J~c ep the puy o E Fcdt::c<:1l Cinp.loyec:;~ up v1iU1 U:e p~lY of t.he ci\ri1i. a11 econo:·ct:i.cs so Uwt you c e:~. ll retain c onf :i.dent:., 1Xr:o:!:e;::;s :i.o2ra.ll.} ·i..:r: c-d.ned 

p:-r:-r 
not 

l. <· - ~ t.o 

( I I·( - · • . .'. f ,. . J..-- r.A.L- ._:"1 
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( l 'l lJ r • 1 J- n ·r ) . c ·:Jil'-'-'"·'-

I'd J.:c-~t:!1C:l" >ave it hit you ti1an ot:he:c people . 

6r even if you don't incre~sc ~1e size of t~e 

P--o~·l---·r' .r.o·· ··-'.,..., ~1- .. ,,..,,...,,. J. -j·c.':' .L 1. L.lJ....:.. _ l~UJ ~ . .... -! ... L.. 1 ·LLc backlog in Uw pipeline \·Jill star·t spc-:ndins 
·'- • • ""' c• J-1-. .• t• 7~ .1· 1 " ' . '\.... .. l'"' D • ) ... ,. ,...., ,-, ' ' 1 r ' ou~.- <:ln<t ~~ 1... JJ.,, v . .1 . • J..ilC.t.Cc\._.,c you:c e_,p..:.n~..u.-c.L. c . lfl1en you ~dd all of 

titose -u1_• , t.he m:i.l:i..·ta:r.y l;o-t<::i1t.ialit.y , so;·ne of t:he increases in t he 

civilian cu:e:a ~ Utr=n in tlte next. several years 1 the Gmonnt of t.nc:•·t fisc2.l 

dividend ~vc.tila'ble fo:c usc \·:ill depend on a lot o f tough d-ecisions . 

In ct. her \'JOn]~; , J
. J . 
.I... \'JOn' t. kind of aut.o;:•u.tically foll :i.n your lc-.p . 'l'hc:cc 

vd.ll be loug:: mili.-t2.}:y decisions , t h.:.: :rc will be :r:evlly tou~;h p:riod.\:.y 

Lco;c:i.ng a li ttlc fn:ct1i8:C 

t:.~_ ,," t"'"\ ,/ ,""'\P) '";"~C". }:")11'' · .._, :1. -c. ....... .'J - "'. L f. our an c. :[ i ve 

L C1 ;; l ') 
~( • ' ,.., I 

<.li v).(c ncl . . 



c.s. 

bcc.:::uso )!c 1 s $1-1 :fx:or:-, the year before plus the ~; $ J.4 of: tile ne>:t 

y e<n: ur.d the t.:.1i.n1 yc2..r \oJith anot1w>:- $H-, you c.Y:e J~c ally ·te:1lking u.bout 

$3 0 -to $tl0 bi J.lion a v <;.ilc.<})le t.o r,1zmy o£ these pu:cpcf~es 'ch:cee o::c four 

;na Aud t.llc: p oint t.h~: t r 'chin~~ I 9ct. ont of Cilu. r lie' s co:·iu.ncnt is 

sc:·~,(:hm·7 01~ I~}: othc}: you 1 re _c;::oing ·to hc1ve a lo'c of: poc:}~e·t r.wncy e;ctj:a 
p. 

Because even if you have the cessation o~ 

the hostili'cics inV :i. e·::.narn t.he fl.rst yec..:c, 2nd yo•.! got an increc~sc in 

,., 4 
·cna.·~ gc.ve you. that: ext.J:c.1 $12 or $13 billion , unless you 

were prepared to defer certain military budg2t ite@s - and th~t is 

rc· \lly \ '',-~~- ; -·- bo ·t. l c· co-.·1n t.o - you \-10\Jld h2ve <--:. C ~ . • \ l .. C "- . \.. l.. . • - ..._) L l,. l;:)::Cc;J8 a.uoun'c of the 

r- 7.- l·-:-',,_o,~-- .. ,,., , ly. C' '"'t t-in--\ ~ ... .~,. ... L .... CJ. J. - ;; -.:.,. · '--- '";) Clt. 

c. :; . Vic e PL-- co:· J . . :: ·:. )~ J . 
• J -"-" ..._ - .,_ I 

j_·~::: . ... . ., 
-c_.!. ·, J .: '-"!_ I . . . 

L-l~ ~- <...:. 
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lEi:-r I have fisLn·o<.l th<:tt if I use the 

p11;~<:<sc.;olo:Jy the::t· ' GC\ i!~ t-112 yoe:.<r o f: nut.ional decision· and , of course, 

c l e e tio:J. --· •:: :i.:_;c: , it. is , b\.~ -t it ' £:-:. a so1.·t -of the end . 01.: an era and '...:.he 
at: '•·'~a· 

bcg:i.n nin9· o;: u nc\-.' -- you rc c:\lly }1C'\V8 t.o tak ·2 a bi~ am1 new look L:~:::rf:xrm::.; 

your pr ic:c i-i:::i.c:s e:.:re . . . you · are r ~n lly saying ... 

c.s . Ye s , yes . 

Hdi.-I 

\1 . l-I. ' GS I'/ 0 I v12ry scve:cc 

l -i 1·, -it ·. ,.,. :• O'l· · ~ ,..., C -l'~ .... ~ o·c J- , l··c·r:, l, . . ,...,,.-.. _ .. -l J-' ·1,.. -.,.lC~ ::.l,_ .., r..~-.... c"t\( -c. l-·lo-J- 'll'l' ]-'-- ,·n -'- · · -'- .<:< L. . • _ ~> ; J, <. ,l:::...:. -'-- l. > ;,_.~' "- -1' '--'-" l .1 ".) o.: t "-'--'- c::;-, • ~--l' ~> l. ;.__ ., _ ~._.,- __ • 

c~.i;..: cctD:c , c ut 
;~~:c c.;~ c ~; ·(. · 

i J­

- - I..-

~ -t!~ ~:~ :.'1 ~,. 0 '-1 S (: t '.:.'~1 ~-~ :::- ::_- ~--. : - ~ ·-.:l C! ; :·] : :.-:~ --~ ::~ :·;_ "".: :: :: : C.J .'C f: (>j·~;x:~..: l- C::. C). j_!:: .l ~ 11 C! :~ JL. ~1 '2 C c~ ~.:. l""'.:. C :l.l 

... . 

. .~C(l ~.it_: . \1J. C 

I al ':: .: ~ y ,:; 



Lnll: 'Lhny t.l1c~ bu:i J cl.i.rHJ . 

You did put: yom~ fing e r on a ver y importc:m t truth , th(.!·t 

\·.ri th all this abtm c~a.nce 1 \vi th all thi~:; trE}Inendous grmvth in our· 

econo~y , and thRt's one economic problem we ' ve pretty well 

solved I think. I thir~ ~e hav~ in this country a~ last , a 

bi-pc:1rti.scm ronson sus ·on hoi•l to keep the economy pretty ful l y 

Now thaJc means that our 

gross nat:ional product.: \·:ill g E!rO\v. v:haJc , a hundred gill:i.on dollars 

every -couple of years. 

Nu.than : Double in 15 1 16 years and quadrupled by t he year t\vo 

thousund. 

/., ' I ;-: . T• r> 11 1 " ' b 
-·~.:.~:...!.~ ,J...- 1 t 1erc· you are. Ano. tna•c means you can uy a. 

tremendous amount of goa ls , a tremendous amount of social 

objectives. But the som2\·iha·t paradoxical Jching· is that it st:ill 

a d b . 
isn ' :t cno1...~.gh to cover a 11 of our private t:~n ;~ pu._:;:J.l.c ·wants. I mean 

that's p erfectly clear t.ha·t vihen all of the social prob l ems you've 

the .pro})J.e;n of di::>oase ,. thcproble!n -of pover-ty, the probleJa of 

pollut.fon. Su.re \·ih.;;n we deescalai..:e t:he viC::.1: in Viet.n:tm \·ie have:: to 

re-esce'tlc~.i.:e the v.-m3 on all these ot11.er f:co nts . . 

m-m: 'i'hese don 0st:i.c £ro:1ts. 

'/ , :· -· , _ . . tha·t ' s ritz/i1t. 
!.. · '· ·. · v : "'Y t •1(• c.o ""' clo-·· "'.,. .. . l. c fro ·..,·'- c 'J."'ne \ ·,·?!)':' 011 , .) - 1 J u ' i o·1 
______ _. ____ .... ~ · - ' ·' - -· ·'-''-• • lLL '- >.J L. • l.L . • -, 1' _ -· _ 1:0 .. L. •. _ t ·th e \ ·lar 

·'.., . ·' ·. 'l ., 



·. 
... tl1 .ll: )ly thu \',' .. ty v. 1 .i. lt: <.\1) c:coJllllll :i ;;L C<lll l.cll yo'll \V11ttL l.u:;uttl:cu;; 

to mak bc·0.'.·:ccn s--..y ac1ditionv.J. educ2..tion for the poor i.n the 

ghettos cUlc.l >:J-::: 2, thiru. or e1 four-th television set. 

HIEI : '1'bis is \·.'1E:.t I v.1as going to ask you abou.t I··Jalter. Now 

you.' vc got c~ couple of yov.n~j econcrnists ho:ce , Bill B:ccmson 

and· Dick Cooper . Bill 's 30 and Bill Btanson's about 33. I 

'l'hey have 

a longc!r lif:e-l::ime on the odds than I have. · So that the may 

be arounc1, they \-.7 ilJ. obviously be etround in the year 2000. 
p 

I'm envious of you evan though· Im ' \·Jo:cking· on it. W:i. th ·all 

re that \ ·Je' ve sa:i..d abou.t .the.c;e nm·J7sou:cccs c:tnd tho agg-re~Ja·tes anc1 

t11e t.otctl '"• thG.t keep co:ning J.::;;p along because of the ne\·1 

productivity and the expetndod gross national product , we still 
l\t leetst 

have t:o have! p:cim:it.ics. ~xr.1:.:~:~:.tr you ' ve got to sot px-ior:i.ties 

curly; t:hat:' s v111ore \ ·.re \·.re:cG leading ,.,.:;_ th C1'lu:l:' lie. You've sirnply 

got to mz, \:e t11osc dec:i_sions ec:u::-J.y c:tnd \·lheri you take alook at those 
\ •Je ' c1 \·l.::~J.com::~ :::o:·:le of your v5.evJs , 'iJalJcer , as to 

p:ciox:it.io s , / jus·c. ho-:.7 do you. seo them , just \·:he:ce do you see ht11e 

top priorities b e ing. 

1·!.:?1i. : l·:'c·!ll I ~chi n);: "c:nc.d:: ove!l be:core \·.'e look a:t t~ho:t, \·.'e have to 

i n sct. ·c.in9· p:c:i.o:r:it:ics ? Hey;·: c1o2s the P:cesic'ten('. of t11e Unit.ed s~cc:\'\::e~ 

' no-.'1 do-:::s he 



. --·----, 
.. 
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usc o£ rcsou:ccos? In saLting i.:h ose priori tics i·t is perfectly 

c lear t.1lc:: ·t thc:cc a:cc S Ol't1C things 2..1) econo;nists c an tell you 
1 well , _thi,-.s will produce mo:cc thc:m the othe:r inves'trncnt. in some 

could 
other fon n. Let 1 s that. \·:e c:::~1 t:eJ.l you tor >~·n. example that if you 

pu~..: money in'L:o pl<:mt ~nd equipment , into the corresponding 

public \'lO:cks, etc ., this i::> going to produce more good s and 

s m.:rv l c cs . Unf:ortunc:d:e l y , there are other proble~ns t hat are of 

a non-oconomi c char0.cter that .are going to wai"c , rig·}yt he:cc in 

Detroit. The proble:·~ of cr_up·cion in the ghettoes. T11.ett. 1 s not 
; 

go:i.ng to \'lai·i:. \··!c c an 1 t givo you an order of pr iori·i:y, as 

cconomis ts 1 oD th<:l t.. 'l'he rebni·J.d:i .. ng . o f the urba n arc:as need no·i: 

On tho pover "cy piobleln, for cx~m1plo 1 "~:.re can tell you: for example~_ 

that b:cing:i.ng up tho mino:cit.y populat.ions o f.' this GO'IJ.n·i:ry to the 

se:lme l evel of education a ;:,1nd jobs ancl. i ncomes·that is those uho are 

Jx:ing discriHlirw.-tcd u.g-c-J. i nst, i:\r r emove all di s c1~imina.-tion , in jobs 

in ec1uca 'l::i.on and so forth. 'J.'ha t. can add 20 or 25 billions dolla.:c s 

t o the gross nD:i.:iona l pro:3.u.ct . E1.1:i.: t.hRi:. isn • t essG:tTi:ial. It' s v.. 

moral v.. human quo~t :i.on. ~~8 25 billion is a ma~velous divide nd ~o 

, .. "' .... ,... ~r . ...... ~... : . .... 
Of CV' . ..l.l_ ... ~~:..:: C."!.S 

·'·l; r, ·,f·,· .. ,-. ·' \T YOl1 
'-" --'-'.-- ••·'• a .. ._"1_ • ._/ 
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by th:: Fedc:cc.t.l as c:.r_}aiM.:t tho States and localities and agains·t the 

privu.te co;runnnity t:hc:tt thor;e resources are usod effic~cnt.ly . 

a \-Jo:mln : 

priorities the prol)lc:n is not ju;.::st 2..t the nc::..tional level 1 although 

I think there cli~O national p:r:: iori ties a.nd nati.on2.l 

pa:rt.ly this co!1~cs bac}~s t.o the deC:i_E~ion Jc.hat are being made 
Government. 

and that ouyht. to be n:ade>~:'.: a·t the s·tste cmd local/ level. But you 

do hc1.vo a. whole lct:cgc!r process that: just.one ·ovc:rc:.ll i this a.l\·Jays ..., 

sca.res I t hink most of us in a ;6emac:cati c socie·ty • . ' 
mm : You know on2 of' tho sugges·t:i..ons tha:c I -out: l ined anc1: I \·7anted 

det:ail it 
to r_;.':J;:~/in more precise termf-; since \'lG have WaH:.er 1 Dr . HS:~~ello:c 

hero he \'.'dS cho.irman of tho ·Council of Econom:i_ c Adv isors 1 I ' v c 

ah;ays t:h0l1g·ht: rr. that. \·.70 Ol.l.g·hJc to have had some kind of , and there 

are a\1 kind~:; of econo:r1.ic inC'ica·co:r::s 1 projE:cU. ons that. ·tell us 

whc:t i.: llli~Jht hri.ppen or ' ''hat coll.ld ha.ppen , or a.t least t::ccnds . I 

have p:r::o~o~ e d that we h~vc a Council of Social Advisors 1 so to 

spoak \vh22:c you g.::~"·: .o.:.:e~c social indicc.t.ors t:o be sure ·the 
v~ .... r 

i n/ \·?11ere you b2.cr:Ln to gcJc a .-cind of an / . ~ 

eco.no:1~i 6 i n cl:i.cc-1.to::s t .ic 

} ·),:~. : _.;C ht·Jl.·, ;- ,·_,-_, 't'·'-'C'- ·-"' .,_r:·,·,•c.: c".•l.l'1 c~:-~·v· • ...,_. ·n·,oJ_OC,'• . .:,_·ca.-J_ p··o'Dl~l..-.· ~ 'TO'' ~-' ·l· S }'-'11C' 0-• .L - - - .1.1 , _ •- , ::- -· .J. - - _ L '-"·""'· . J~. ,., L- !1 '"-L 2: 
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'l'hc urr:~..v:t.nJ at. pl·io:cit:ies and the shap:; ng of lcgislutive and 

ad~ministrativc policies . But I ~grce, I think your ~ointis 

v;cll t0kcn thc:t·t even vd.th thc.J.t kind of informa:tion 1 it needs to 

f ind.i ts \•Jay bc:d:: into the loccll and s·tate levels of governr.1ent 

as well as the · private sector . Because "~.-.rhile 'do 1 re all talking 

about \i1at the Federal '''e' re now saying 

more ancJ. more t.l1c::t. t.he :i..nit:i.a.Jd.ve rnust come .at t.he local level 

and Ulc mcn1ageme:'.lt: of a great deal of this 1 if ,,_re want to come 
p 

to that , needs to be at the local level . . But you can't just · 

dc ci~;n a n<J.liona] plcm that you can have n<.'l:tional gu:i..c1elines 1 

pd m:itic!s and that Feclcr:al <JOVe:r:nmcmt can do a great deal to 

c ondiBtion developments. But actually the planning , the 

initiation of plans , :l.~b: a.nc1 the implementation of plans even 

that: :r~equi:cc thcse/f:gu:cces t .hCl t we 1 re talking about ~ut of t:he 

Federal ~reClsury, really ~ust come out at a local level. And 

I've bce:1 \·7ondc:cing :i.n il\Y discuss:i..or~1S alD ut it how \ve balance 

out \".7h<:;i: yon ca.J.l you": nationc=tl pi·:i.o:c:i.. ties that a Pl.'es:i.c1cHt and a 

GOV<..!l."ii.Cl:CS 

and t.hc :-i0yors <<r:d U1c local people c all prior:~ i.:.ic~s . Bec.:n sc 

\·-..., c:"'~ 1 '· u~,rc. o·,·cl .o:.rs .r .• c); ·1.r C?n}. I'- Cl - .l L.. _.) . L . ~ -- . ._ .. .L L .l ---·- · .. Jl.nc1 yet bv ·l.:ho 

So 

I 1 ~ -~ 
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have so o:Ci::en 1 ctnc1 this is esx~cjaJ.ly tn.1~ in your major cities . 

The 
. so 

locc:~ l CjOVCj:f!;,~on i:.~~fj;.{~.~:: oft.cn h<-J.VC enc.C\d up With i..:hc problems 

and have not hc:c1 the resources \vith ·\·ihich to \·7ork wi t.h. 1'-.nd thaJc 

one of the n aj o:c issuc~s before u's ·is really hm·7 you get these 

re sources more mntchcd needs . The expeJ~nce ·D~= over the last 

20 Y ,., :• rs "·11"" ,-."'---:;:,·'·e · "'l'C~ Jo.-.-·1 g·ovr:>.rr'·n,,,,,···1'-s l·n i-h_-'l_c:: co' -1Il.i-ry h?!VP '-·'-'· 1 l.. \;:; .:>l- C~l.- -- CJ! .l.. <..-C(. ~ l "-' \.. ~ -- \.. ~-- - -

_raised their expenditures by something like 400 per cent. Now 

some of t .hisis I?ccJ.el.-~1 mo~1ey 1 but Jche .Federal money isnot a 

v~ry substbnti~l par~ of it . It·· s somet.hing like a fif·th . 
. :; 

Despite c::tJ.l the Federal. rwney that.' s g·one in here. s·till a large 

part of this is a result. of \·iha.t ' s been going on in the s·tate 

and local govcrnrnen·l:s r.!a}:ing adc1it:ional effort , until the point: 

that soi ·tcof our cities , so<ne of our largest cities 1 \·irw:cc you 're 

c1.e<:tling \-.':d.:h "\:.he povo.-ty tax \·.'hich all of us are :i.nvol vec1 in . 

\'-i11ct:h8r vic ' re n:mt.e:cs o·r \•ihet.her we ' re m•mins; hous2s or what 

\ve' :rc doinCJ. In Tt1any cas2s the a.f:(ect of ·the present poverty 

tax :i.s so:nct.hing like a. 25,n~ 30 , 35 per cent . . 
E~xc lse 1.:a.x on the 

c:nnu<.:l v<:'..luc of 'chc propc:c'c.:i.es. (V. P. s~·~ys sornet.~iting \·;hich is 

r;.'hi S i.s t.i12 they're f.acinu. -· 
------\'icll , I t_hj n1~ th 8 r ' } J:lS CC:I . • J_ ~-r--.-nl- .. _ .. '"'lr-., • r . _,_ '1 ....... J ._,.. ·""":'; lnL-CJ.•-'-'- cl.L-.t.o,_'-,n:Lp J.n u1<:: .a.:..s..:. sense 

J.1 l(~()ll:-:.: 
'. 

...... -- ... - , ' narc2sr:. .. 

l) ()l :-:r-~:~~1 t ~.:··:~·; 
' 
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sales U-1xes , excise t::axc:::;. 1\t: the o-ther end , the Federal 

' 1 'h' '''l gcnen1H<enl::, you wvc c. J.s n:tgn. y prog:cess:i.ve personal income 

ta>: , co1:porC1.te income tax , \·lhich generates these hug·e increases in 

revcr1ue..., and in some v;c:,y or another -·- well and as a rna tter of 

fact , look }J~:t\·.7c 0n 1962 <.mc1 J.9G8.J:IvC;n \vi ·th the 10 per celYL~ sur-t:ax 

.Fedcn:·aJ. incon;c taxes arc very substant:lally bclm·r ·whatthey \·i~re 

in 1960. In the mc2ntime all of these state and l ocal taxes 

have been }:'i.s:i.ng anJ. some \·i~lY ·of reconciling these t\·m things 

othe:c th<.~n \·:c' ve dor10 so fc:tr has - t0 be found. 

€lara : Hell , it.' s a fiscal problem bu'c. it's also an 

i nstitutional problc:;:n. (----sure it ·is) • And when these things 

play together , it seems ·to me for in s·tc:nce that. somehm-; 'c.he local 

<JOvernr.wnt c:,;pccially your big cit.y govcrnrrien·ts and I keep co:-ning 

back ·i.:o thc.tt: becau!:~C c. ft.er all ·the m;:; j or aspec·ts O
.r: 
.L poverty , thG 

1~ajor asp2cts of housing are here. And thnt our present programs 

ho··;ever much money the FcdE::rC1.1 govei~ni·:len'i.: put. in there have tensed 

to be sort o:C like bee-bee shots ( -- --·exact.ly) hGre , there and \·.ri 'c.hou·c 

<l11Y, \·l.i. 't:hout sufi::i.cien 'c cor:cer: t.:cc:. tion in a particular fashio:1 ·tl· a."c 

suits the co~uunity. And it seems tom? -it's in this area 

th2t '::o co!,1·:?. b<:1ck to ·c!1e p:cobJ.cw of hm'-~ \ve could use Fcde:ca.l 



S : 

I You eJ.h~i::<.. i:.6 and country gains $25 billions 

a year of i 1~come. 

-mil : Ei<J1t ou·c. of the , yc::s. 
·; thnf 

_ _ . __ )}:_. But: if t.he:cc' s one thing/I hC"Lve fa.i. th in it 's the ccl~1c2..bili ty 

of the public. Let ~e just give you the results of C1. poll in our 

O'.-m stat:c of I.-linncsol:.a , no;,-; I 'd like to think Jcha.t it.'s a you kno'd 

superior state , but on the. other hancl it may serve as a fairly 

good index . 

of this nc-: gativc income tax idea , hO"i"i ·nmny of you like it? And 

o n the re:sponse they got: 24 p~rccnt.. They did i.t. again three \·ieeks 

ago <ond it v.ras 3 6 per c en·t · said thsy thoughJc it: was a good idea . 

In other words, ~~ these ideas arc explained , as they are talked 

about, as I sC"Ly , I have a · lo·t of faith in the Ameri c an public and 

educability. 

BllH : The .leaders of the business conunun ii.:y are coming a round (S: 

t h ~ ·'· I c • , .•. ) c.L. ~· rlgnl.. on some;) of th:i..s too ; 'I'his is going to have a 

saJ.ntory effect . Bo1) , I know you want to g·eJc on Jco somet:h:i.ng else . 
? cJ . 
~ - No , \'.7h~d: v1c have , \·ie have t 1.-m other subjects at leas·l:: ·1.-ie ' d 

I cl.on ' t }~nou \·7hat your ti1~1e schedule is , .tvi.r . Vice 

r guess I ' rn ha."ving t.o move , . so I ah·rays get :crom 
t.he sL,,_ff . .. Yes , \·iclJ I no Jc.iced the signals , .Nr . Vice Prcside~1t • 

. J jus·t \·;aii "l-. ·l:o say i.:hat ·v.7hu.t \·Te have if Dick Eoover is chairrnan 

of onr '.J.'c:1 ~;k Force on irri.:.ern~t.io::~.al cconort':.ic policies incluc'U.ng 

J.o .,,..,,..., '· .. , o· ' · ··c' 11·o··- c'; \;.-, ue; ·' \.... J, ...... J. ! L. .. - - <., 1 ... . ~ ... l- -;,.) . \. ..... . Y. \.4. in cl.st.c-·.il 

.!1(.j""(:! ·i..:1-,:;, ~: CtS o·'-tr eco:rC;:~1:.:- hc.;s ·l,::CC:i."iE.• :t ,:1 0Llf3 pot.Srt·l::.).r>J.:;:: 0~ s·~:-0\·iC.}·t C..l S 
; ,:(.- .f.,- ._·,· .·, 

C~1t ~·. :cJ.iE.. sc~:-!~"!_}t:~ a·_.._(:_ T ,:· c: ~~ .. t:.~;r (.--.~ ~~. ~-~- ~?) C:t!1 C1 o ·::~l·2~S }1(.1_\JC; SC\iC~. , \.-2 Cllc.o 

.' , .· .•. --(' ""- J. i '1"" J · l L.. t,_; ,.; J . C....•. L-.- . . ~; 1 

hc.ts tc 



tcgcthcr t.:hcse aspects anc1 one .problem to get our major 

,.;e don't \·7ant to .sell price st2,bili ty foruncmploymcm"t; , bu·t \'Je 

thj.nk we can achjcvc both in our task force on inflation and 

price stability is hc:adec1 1:tp by Otto Rcichst.oin of F.Iarva.rd who 

is a fonnor moinbc.~r ·o f: "Lhc Council of Economic Advisors. And 

thu:t ret.)Or t: i s also in (j~aft. form . . Ancl so we're going to be 

ha·!:~· ing t 11 t.d.: in yo·,u h ands very soon. 1\nd I 8o i'lant to say 

basically t.hz.1~ the Ol.:,~~)ortu.n ity to. present. these pictm:es to 

yo·,, ctnd hm·7 they C"Jll tie 'cogcthe:c is sor·t of surrunary form as 

it's been , \K~ ' J_:L be ·s·iving you much L'lore in det:ail is appreciated 

I ~lOW by every o~e of us~ and we • .. . 

mm: There also inter-rela~ed you know , I mean {f you sit ju~t 

sep2rately \"7i th t.:he· Incon12 ivlaintcnance Task Force for example 
!J 

and you don't come on over · and talk in t.erms· of someof t:hc 

prope:c allocation and uses of the ne·d rE!VCnues or sourccs of 

revenues, you're really just playing games . You ' re really not 

focusing· in on the total problem . 
· . o. l;l'c:i:.le _bit 
But I ' d l1kc to hear/~·:PJ::;:,(X:J: 1r \·ie 1 ve 

the price stu.bili'c.y or \'Thich you. wish to c all inflation it.em and maybe 

just.· a qu:ick rundm;,:""'... on the int:ernational aspects . Because those t:.\•i"O 

sor ·i:. of ).:::~~::;.: }:inc} of ·U e in Jcoo if your price stability g·et.s out:. o~ 

h<md and yoi.1r p:cice s'C:cuct.u:ce then ym.1 don 1 t. do m1:tch expo:ct.ing . 

- ----1 thin}~ that. 1 s rig·.1t::. I don't like ~co Jchink t.hat the in·i:.cr-

n~tion~l ~spect can b e dispatched . 

BIIH: Oh no t 1., "cr'" -:-" ·,-) ":·• ' Cl.l..i. .Jo.J. .._\..;_ ... ... 

1'irri.ch m2ans we ' Ll p:co}) ::.~bly be ·t.,.;.:i.-l·h you for hours ( ?) 

I wo1J.d J.ike to uncte~line tho thatthe United States 

a~; c;n cccl~G:tly sp -2u. id.n~· ( ?) noi:i did very \·Jell f:co:n l9GO re2.lly f:co;-n 

b~1~vior and th2t price b ehavior .. ' 
I :: I 

c.:..cco tc:: C., 

:i n J~ G.( . ]\': ':::!. 1 .!": ·:-t C -. ·· c· "1 ~.. ' " ,.... • .... ..., c· • ; i · ~J · .: .: ·· \ 7 J..c, '-'· C"l · ·~-J J.O\.,_, p ....... , S.t. ,)J .. .t. L..! 

======-======::::::=:::!'==.:..;-·:.=..:·.:.·:....:· =.··~=~"=-;,..:-;>....:-:,_• - · '"'-·.::..-~· _;,;,.;..:....,-:..:.·, ~;..;.;...::..':.;;.·-...:.· ;..;;..;.'- .- r. .,. .··- -. ·. 
... .... -'. .. . ... . . . ..., . ~ - ' 
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Point. of vicit thc.l·c the ):CJX incrc":se did not. tak8 plac;e earlier 
\·Th e:'!. it shOi.:tld have rather thun just . this ye<.lr. The tax increase 
"~.-Jill help a grca t d~al during the· nex·t yea:r: and combined 'i•Ti th thG 
recov ery fi:or.. Con·cincntc..l D: ::~~:l::.;:: EurOlJe' s real fir-st recession since 
the S-:co!Kt Horld War last year 1 · our balance ofpayments };l(rn.:}:d outlook 
should be much rosier in t.:he next 12 to 18 m.onths than it: has been 
rcccnU.y. 

I II-III : I hope so. 

As one goes out further int:o the future of course it. becomes 
much rctuJ:c conj cctural 1 depends very rqnch 'i,·hat happens in Vietnam 

. and then back again on the dom.estic econo:my 1 what: happenc:m·li th 
Dric~->. . . respect t.o our 0\v"TI 1 our 0\vn/poslElon here and I t1nnk there ls some 

room for concern there. Let me~add just one more point because I 
think it.: docs und~;rline · the point.::-;: tha-t: you just made t:b.a·t all thesG 
·things do U.c togct.hcj~. · I t.hink iJc ill-behooves ·_large industries · 
\·ihich have .so:nc influcnc.e ove·r. their prices to raise prices and then 
at Jchc same time appeal to th0 gove:cnrnenJc for prot.ection agains"c · 
irnport.s 1 competit.ion of impor'l-.s 1 althousfh rise in imports do hurt 
our b~lcmceof pay1nen ts I tl.:tey a;Lso serve a-s a great. stabilizing 
d . . ~ h. ~ . . ,econorr.:v. k h ,.. 1 ev~cc ~or t e C1omes~l9. 1 tn1n~ ~e ou~ t not to Iorget t1at aspect 
of it -- that: very directly the 0) st. of li v:i.ng in periods of high 1 

1 . 1 h ' h 1/ arch 1;:] ~ VC:.!l'Y 1lg1 dc::me:1nds 1 s1.1.c CJ.s 'i'le vc aci :<·::_; e .. '-'· etm·m the cost of 
] . . . . . h 1 d , b h f . 1 . \·Je . can.. ~ . in ~ .:t.v:tng· 1s ;;: ;: ·: ~~x .e. Ct0\·-.i11 · y ·c. e ·act t. ·1 at. );·,:·,::;.;: ::.c:.;xD:::: ::::~~ urm·:;.:::::I:_; gooCJ.s 
f.r·om 'l:h c:: l'Gs·i..: of the v.~orld. Anc"l here's a case 'i·:hcre:-: t.rc~cl.c pol).cy 
and bal<m ce of pc:tyia.:::nts ·policy t:ie t.ocjct.her \·Tit.h cl.on cs~cic ~;nd i n :Cla t:io:t 

\•.'()\.1 Jd pol:i.c:-i. I \ ;:_;: _ _::,: hQ;?8 I and pe:r:hc:.ps Bob 0':'c.l.than \·Jill \·iant. to 0cJ.d son:,~-
t .h:i.nS;· on this, th<:·:. l: the:; goverr;inont cc:.n sit dm·rn vlit:h bot.h l<tDo!..· ac.cl. 



. . Oo4/~ • 

E;o:ne:Liii1('~· o::c: J.1<:t:..:.c:Li <.~l is as good as c::.nothci: fo1: a parcicular purpose . 

Dc>~r:J 't that h <..wo the s::nnc kind of comp2tit:ivc cffcct. in t.hc sense 

b 1a t im ~)orl s (tO in '..:c:cm~: of price stability? 

--- That is right . I was really speaking to a1c general pricc 

level -for th0~ost p~rt . But. if any one price of one cort1Inoc1i t.y or 

gro·up of ·co:,1.mo:~ i tics in.creases thcr'e ure ah·:ays subs·tit.ution possibilii 

l\n ~1 the g::eate:c those arc the more 'di:l:'ficult. it is ·to sus·ta.in high 

prices (?). I suppose a very good illustratj_on in the past five 

or six ye<.u-s has b2en the substi tu·cion of aluminum and even c ardboard 
· -juice fo:c steel <.~:: .:.l. :i.n beer ·ca.ns and conccn"ccated orange/cans and 

. . . . . tradcoffs among different: commodities . 

so forth . 

IlHH : 1\ld.sht , whc:tt: about :k~b:~::;- on U1is price business? You k no•.-1 - :--·-

\'Jalt.er , one t:i.me \·.'G used to have t~e guidelines ·the Council of 

J~conorr.ic l\dvisors put ou·c. I see that ( laug~ter blocking out \iliat 

he \ ·Tas sa.yins·) it slowly got eroded (laughter) . We're depending 

now prim2::cily on cornpeition andon restraint , aren't we? I mean , you 

m:i gh·t just call it: rationa l res·traint. 

----\~eLl. , I think this is r i.g11't , and a vlell, Dick Cooper \'las saying 

a mon1en·l:. u.go ue s11oulcJ. have had 'chat:l:ax increa.se much ea:clie:c. l·~e 

should have had it in 1966. That • s ~·.'}len you and many o'cher advisors 

of t:hE: Pre sicJ.ent. sc.J id J.e·c • s hiNe i 'c and he said quite :r..-ig·h 4..:ly tha·t he :t 

he couldn't get it at that time. 'rha '..: • s \•ihcn \·.re should have h2.d it .. 
. vou , , that Becc::use dlc..·c ~- .-:(~~ needed Jco hoJ.u Ct0\•.'!1 ::;::,c excess den;a1:.d '.·.:hich aft:erall 

• ' • J • , • • t b . . . ' t' J ' . . . J s Wt1c:~·c . ~r::nc:cc::ces t:.ne pr.1.ce lnc:ceases -o egln \·;:u.:n, -nen .aDor 1•. c_::u.l-..:8 

rig!1J..:ly said , you c c:tn ' Jc expect: us Lo take just pr·oduc-:.:.ivij.y c!.c"..vances 

at 3 p~rca~t v~on you're putting 3 and 4 per cent price a~va~ces o~ 

top of it:. 

you rc<.< lly CJrc in this spiral . f.~m·.; \ IC • vc t.0.kc:i.1 the firs·:.:. eE::seTL::i..al 
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bullet o 1 budse·t re:..;·L:.:rain·cs ancl if you· \vill fi ·cal re::~.;t.ra:i.n-t.:;..: 

No\'! it.' s U~) to business and labor to bit.e the 

bullet of restraint and that's self-icstraint. 1\nd t.ha.t ' s going 

to be o· .e o£-t:hc prir.1ary problems that. a nc\·7 Prcsic1cn·t faces . 'I'here 

is just no qucsU.on abo~rc i"c. Every major advanced country in 

the v;or1d that ' ·s op2ratins near full c:rnploy-mcnt andin a good 

grm·rth pZtttc!rn has ·these pressures. And t.hcse are pressures U1at 

no government , unless ·it \·iant.s. to knock the eno:comy cl.m,m to five , 

six , 7 p<:~::c cent: unc~mployr.-l <:m t , can rcsol ve , o r unle::-;s i>c \•iants . 

. " . .1a.nc1 P 
1 to Dnpose a1rect wage pr1ce urr~ contro. s, and that. 1 s "chat 1 s the· 

ball game . 

----• " Bu·t all of ·those othe:c cciunt:ries are also taking int:o 

, , 
1 d . c- _ tl1.ey ~ re . account no·c on.1.y t 1e \·Jage an pr1cc ga.c·co:cs l)u"c z;~~xx try1ng 

to loo}~ at. the o·ther sources of price pressures \vithin the 

cconor.1y . '1'h:::!Y 1 rG trying· to look at the profit picture as \·.·ell. 

'J.'J-,cy' i:c Lcyin9 to sc~ c \"ihet:.her thc~rre are bo·~·cJ.e:necks in J.a.bo:c 

1 . . . " iC!S l supp.y 1n ccrta1n J.nctustr~ as we 1av~ in this country in help 

in mcclicc:.l , in loc c-'..1 t:rans~Jor-tv.-i.:ion, in so:rne o:C the co:.--: struc t.io~! 

. \ 'l "< / ; ', t :r· r_i_ 
}!;:J ce : -- :_ ::; : p:r.:c::::_;ur c U1~:. n these! big sc·ctlcmc::nts in con;~:e:y(·.:;::-atcc1 

-·-· - ~- .. r·:"'. ' -~-: .·:,01 .... ~ -- v·.L~ ;l J.' 1 "F" r.'\ r \ .. "'1 -J•; ") !.- ~~---..~ - to .r: . ~ J • r, .. • - • • - u "· "'~---"' --.:.. i..LlJ':J..:. .:..· ,.~ - ~~ lsn .. ~ lnJ-:.tCI. \~lO~!. O~c is 

i.". (l } Jr)_-;·-: .l .·.:·~,- ~ r ·:~, C'Cl ·:.·. ·.: -.~ .:.• <.·, -'l·.·_,_ 1 i(,• 'l -·".·". --1 1.L .•L- 'i ·l_.-1_~·1.(_,· , r . ,....:. : ., ,.,0 1- \·--- -,. O.r ( r,... ' ' : , . C ..._ "' · - ._ • .. - v I... '- • ..- :J ~ l . '. :::, J ~ ",;; ~ ·, C~l ')_' • •' • . ) I.._ '\ : ·._ .· _! _i 

., ·,I"" •• • • _ ... 
i '1 ·-o - - . ..__ : .... 
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I r ·.o<:.n , J-h c;_t ' s driv~.ng us ull ':7ilcl. \·ihe·~·.hor it.' s for (t\·io people are 

t<.tJJ: j ns; ~.t: once c:t:Kl. I c <:~n' t 1.mdcr s ·c.and it) und third business I labor 

and s·ovcrnn~c~!1 t sit:t:in.CJ z~:~:_;:·.L ~~ ;.::;.~ toCJc:thcr in some I cont2 kincl. of an 

'l'hu"i.:. ' s cJoing to be one of the muj o:c problems . 

mm: ·r vn:.i.s just_ s~ty:i.ng here 1 I'm bcg·Ti.nnir..g t.o vmnder vfhy a wan 

runs for t.his ( lau9hb2r) . Obviously novr t:.his management problem 

of our- rc:oources and of our ·toolf; so to speak , our governmental 

tools/.-~ or ou:r resources , is fundamental t:o the i_::i:G.L<i1~3::B"d prop2.r- , 

to the effective use of whatever re-sources \•ie have . The value 

of those rcsour c c s is relat:e.:J. i~fl a great: Ci.ea·l t.o the value o f 

the dollar and t.he purchasing- po-v.ter of thaoc dollar . These figures 

don ' t mean very 1nuch u;1less they , unless t:hey buy 'Bomething. So 

you 9c·i:: into this J]" \·,;age p1~ ice problem . The problem of inflation. 

1\r..d all t h0.t h: enJca:i.ls uith f:l.sca.l policY:~::6 of the CJOvernment . 'l'he 

relationship of govern~ent to labor and capital in terns of price , 

and proi::i. t.s c!n cl.\·.'<:~ gcs. And breacing up these bo0tlenecks as you say 

th~t put any artif~~al, it's really a kind oE artificial pres sure • . 
It ):czll.ly is :-;'·(: e>,_rtj.Eici.:~ l .. it. ' s exi..:re:.,_·onJ.inary pressure upo::. th-~ 

cco:10!t::i_c structurs, "ch :.:: p:cico s ·truc-(:uTe . \\Tell, Bob, C'l.s usual ,,.~-.:: · ve 

c '-'2rcc1 e-m c~\·:ful lot of tcrr it.oi:-y. I've naver reaJ.ly co~e to a goo~ 

, , J CL ~ .. ~· (.r~;J )Z,." (.(_; ·-~ : •..• .: . ,;, • 
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sul) j cct e1 s<~.:i n go i ng back to \·?h<.. t ue t:a lkcd to our foreign policy 

fo;..;i<)f! a icl. ·--· Hhc·l:.her it 1 s bi--la tcr a l o:r rnul ti-la tera 1 and the 

over_ scc:ts \·.' ~ r ich che\'i into our ca. :cnings and utilize dollars . 

arc all f~~tors , .again the national security fo~eign policy factors 

~fuich rcla~e to t he balance of payments problem . 'l1hen there 1 s the 

Hhol c matter of th~ oversea~ c~pital , investment ofthe U.S. c apital 

with, 
overseas . I 1 vc \·mrked very closely/-- \-men I say worked I mean I 1 ve 

" 
s~t in very o ften with Mr . Fowler , Se~retary Fowler, and with 

the Cmmcj J. of Economic 1\dv.i..~wrs ancJ. the President 1 s g r01p. 'rhc 

President has a group t:ha. t \·l9}~ks on this and there 1 s his Balance 

o f Payments Comro. i 'ctee , c~s you knm·T. \'lha t 1 s you ·view abou'c i Jc? 

Have .\ ·i8 rc -, lly c o;ne t o qrips \·ii th iJc or have we been dancing aj:ound 

with ·it ~nd play ing with it and not really hitting it? I'll take 

Bran so:1 hm:c, Coope r or !~-.:;;h e it.hc:c one ~ 

-·---\'ielJ. , 1 '1. k/i::hc:t ~ : 0 ~ Jl ' . } L. D .n -. <:n~. J.Gc:s·c ro1· c 12 riCXL. ye:c..r as Dlc c 

t.he o u·l:.,l.ooJ.;- :u:-: pre·tty s;·ood . 'I'he ·t:.2.x incrca~;(', ~;honld i.~1 c :ccase t.he 

tr<.1cl.e baL.:.nce by :·,1::.:ybc 21 biJ.l:i.on c1oJ.l ;:n:- s . , . \·fb.~.J.c 
I tinnJ:/ n.: · s 

,.---. 
" ~ 
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so '·l12t it sec~ms to we the:lt ·cho period of dcepes·t crises is 

clearly pa.st and -;:he si tua-l:i.8n loo}.:s considerably bet·tcr nmv. 

I \·?ould t.h in}~ t .ha t you could alloca to your time bes·L: by viOrrying 

v ery little about 

HHH ; · \·:h<l c i s i:.11 c ii J;::><J ct. o f tJw Vi e·cnam \·m r on this palance of 

----Very substantial . 

IliiH- --Very su.bs-::anU.2l ? 

--···-'l'here c1j~•~ reallY.· t .vTO quit.c sop&cab2 impacts. One has to 

do \·lith the direct expenditures He ma.ke overseas in V:i .. etriarr. , in 

t:hc~ Far E~: ;,;t. generally , t .o supply our for-:::es i n Vietnam , and one 

could \'lc:J.l P"-1·i:: th.:-: ·c cof;t ·to our balance o:Epe:~ym~:mts a:l: Jche orcl.e i~ 

dol luxs \'/hich as mca~:u :ccd a:::;a.inst Gl'TP of course is a n csligible 

sortltd. Dut as t~8clsn:cocl. against our b2J.ance o f payments d e ficit: 

i s a very sub3tantial part . 

]
. ' I -1.: s1 

-----1\DOi... ·L: half of it right no\·i. 

mm : I \·ian t to s ay the nex ': 

'.-ic have :: i:. \·;:.:: ' :cc no t. going to ~o.v s these hot lights. ( J.augh:3~.-x) 
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