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Nathan: Mr. Viece President, we appz e"ﬁwL the opportunity to mﬂﬂt Wit h
you here to dis gcuss some of the problems in the cconomic area that

s B : :
are facing the U.S. ?0 have present here soie chairmen and members

of various task forces in the economic field. And today we follow

wvhat we did in L,A. & few days ago, namely, discussing with you,

informally frankly what we regard as the critical issues in the months
o B s . - - -
ahcad and the years ahead, 7Zn the economic area as we did there in the
soclal areas, the city problems the hea 1th problems, the poverty

roblems the education DdelCTu. And as we hope in a few days
P

hence to discuss with you problems on foreign policy. And today for
¥ . .
i g i ‘A Vg ; "y
this discussion and meeting here we have with us Chzrles Schultz who is
. . ' ) : -
_ . _ e = . fu X ) -
former director of the Budget Burau, and Prof. at the Uviv. of Md., we

-

have Walter Heller who was formeily Chanfmuh of the Pres

Lq
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Ldentlsy Counci’l.

. P g lhes e : ifs = o
Beonomic Advisors and now Prof. of Xamy: £-Eeonomics at the Uviv. of

te
=

Minn., We have Joseph Pechuen who is an economist in Washin

ton,; w& have

-

Woodrow Gi nsburg who ig rescasch director of the industrial unioca at the

AF1~-CIO. We have Clare Hetherman vho Fis prof. of Pol. Scicnce at the
Univ. of Wisc. We hava Richaed Cooper who is PreZ. of Eeon. at Yale
wa havao .
Univ. and/Villiam Branson who is Assi. Pfof. ©f Boon. ®EX and Public
.

-
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Arieins at Princeton. . We are prepared to follow up on whit we have
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some of ;my own thoughts and kick them back and forth with people who
ey

E}E'undoubtcdly moré knowledgeble in their respective fields. If we

v “

can I'd like to continuc & convers wation that we had some weeks
’ .

:d together aind discussed sort of the
) the discussion was somewhat
economic future . We were thinking of post~Vle‘ z‘/p“901ca =<

i
L5
0

ago, Some of us g

on the assumption that the war in Vietnam would be brought to a close
- . u'l ool _,_I
and vhat would ve &o wiih our resourcaes Ind,what resources would we

rhave in quantity as well as in quality. And I'd like to have your

views, that goes for all of you here, as to whalt wa're going to have:d

‘ to take care of
in teriis of funds public reventes and fll otlx resourcaes and wna neads

to be done in this country . Everybody's got their own idea of vhat nceds

',

to be done but let's just assume that one of the things that needs to

be done ig rather substantial, and I've seo ‘used the word nassive,
attack on the urban bn ills, both the physical resources as well as
the problems of human resources. -And Charlie if you could lead off

. , hy. e : o .
on that, Charles Schultz, wik¥, I'd appreciate it if you'd give us the

benefit of your views and then I'm just going to lel you go to it and

see if we can find some meaning, some common denominators here, and

Schultu: Mr. Vica Prasident; let me start with the fact that you're

obviously well aweyve of. Ours 1ls @ terribly productive economy and
.
Grows pretty rapidly. Fyery five years, overy 5 or &6 yvears anyway,; wa
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CS: Every 5 to 6 we add the p eguivalent of a W. Germany, the third

largest industrial power in the World: ..i Wi &8eaddd Hliewi=
kind of
Let me fjumic say that I think he's xmzilisz conservative. " I think

-—
i)
=
bt
.

it's every 4 or
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CS: Somehow we lefit our statisties at home and we'wves

oo’
f:

een guarreling
abaﬁt this, so0 we can Luuu between 4 to 6 years we add a W. Gern ny
Hgi: That's fantastic.

CS? No really, this is the central thing to remember. Tyis is not a

poor society, not only is it not a poot society, it is a rich society

which - .
. il
¥azx is getting richer fa hz awfully repidly in the acarozca Ee, xkn

_ o this means
total. This isn't jus Ln Le:ms of nonye ,/ he production of goodv

—

and efvxxccu, the resources of what we can do, is adding the third

e

. . 5 ; ; : .
largest industrial power every Zxiuxl years, or as Walter will have it -
every 4 years. Now, we've got a ¥ tax system that grows along with the

in the sense that R . : A :
econ0ﬁy/as incone grows the Federal goveornment gets more revenue!

HilH: On the same basis.

i

C5: On the same basis. Without raising tax rate, without chanfing tax

rates. As corporate profits grows and incomes grows and sales increase

|

the smwe lax systom yields nmore money every yearsm and obviously with

an cconony that is expanding like t w:auq tha tax “CV‘ was grow pietty
rapidly, even without changing tax rates. So that the first

start with Charefore, s & rapidly growing ogonoay, if wo vursug
reanenable econonie policies end kesp it growing well. it ¥ives us

i & Ewwda, ) unds  fo davoba €0 dmnsitsnt 3 coms T
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think on the average you could say inn the next several years that

e, S T e it pas o B
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. may be an additional 13 billion or so @& year, 14, 15 billion a year,

large sums, in any event.

HIIii: Of new rovonue?

in
Lf

. L 1 Jche, feqsx tray. .
CS: Of ncw additional revenue/ That obviously varies from year to
year. It's not precise, but it is large suws, 13 to 15 billion

dollars.
HIN:  And that doosn't refer to state and local revenues.

CS: No this is just fed

®

ral, fedeéral only. IHowever, it seems to Ime
is you want to fteke a look at -what's going to avaimlable from a

i future .
budgetary standpoint you've got to brdak the iding down into two parts.

.

I would say within the next several years, the next two years let's say,

o

a large part of that increase in . revenue threatens, even with Vietnam
expenditures declining, even with peace in Vietnam and Vietnam

expenditures declining, nevertheless, a large part of -that increase " "

is threatoned, maybe threatened isn't the richt, maybe I'll use a more

-

neutral word, is

1
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© by increaselx non-Vietnam militacy

expenditures and by SKImy increascd expenditures simply to

maintain rynning the federal government. As youknow, over the last
M Z

b3 +
several years (IIHH: like what)let me give some ‘examples, it's vexry

hixd to give precise nunbers on this bul if you Jook at the new
%
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As you knoew, over the last Xeveral yuars..,

HHUH: Like what?

.

S: Let me give you an example, it's.hard to get precise numbers on this,

-

but is you look the new weapons systcmﬁ‘whigh have bheen aﬁprovp?or which
in the. process of being awproved and money veted by the Congress in recent
years juslt starting out. The anti-ballistic missile system originally
costing supposedly four to four and a half billion, now already it -looks
iike five and @ half billion and that may bs just the_beginning.

HHH: And that's what we call the thin!! defense.

T~
J'!"'"
S: Yes. Secondly, nuclear carriers.is a case in point. The last -
. 4 .
conventional carricr we In 113 t, the John F. Kennedy, cost two hundred

and thirty seven million aolx-u. The new nuclear cardiers at present
- ' s . £
.estimate will cost 5/4 willion dollars and there threc in thepipe line
' e '
in a sense. There are importent inprovements in our ballistic mlx;lls Ty ¥
7
the so-called new Poseidon miiftssile and a nunber of other items. there
is a large destroyer building progran undecway. In addition, there have
been a number of proposals kicking around which have not been approved -
waich will clearly be up for grabs when Vietnam is over, a new advanced

-

trategic bonber, a new fighter for the Navy, & new fichier for the Air

Foree; a new intercentor. w new Arny anti-tank missfies, a whole host of

o - o eyl Eynaey 1= ) 1. 5 Y T e R - o ~-
hings that ere kind of in the wood work looking for approval once
vj GUns is ovor . T s vy s T e ek I = - xw ot s
LOLASN XS Ovanr., O.'l i pasLs sinply o whnat's baen & LRXOVeEd 80 I,
that in the
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a verny rough judsmant woilld indicate civnedt soveras) Yilears & sxghifice
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s Neller:Rxc you saying in offecyt that the didvidend from the endirg

.

£ the war in vietnam L& going +o be all caten Up by othat nilitary
sxopenditul ces?

g: I'm saying & veLy large part of it will be.

WL H. will be or could be depe 1unﬂg upon Lhc pLesldanAak;ﬁ:Axw=
g: Very géod poiint. could be. But those are not easy presidential

decisions. Those are decision’ not simply which involve holdlnﬂ off

% ’___,._--..- —)

e )
abourb items. put in deferring oOF pOStPOﬁing items which have already

S e

¢ - ¥ .
peen approved oX of holding off items where the judgieent will be very

LN »: =] ‘lc ¥ > L i}

aifficule. 0Ox 2R alvising snternational X relations which will mako it
_ They things

possible tO reduce this axms race. . &% will not bhe easy/for us to do.

1 would agxec with Walter that it's not inevitable.

apil:  Some ©of these decision have already been madc by the Congress. I

know thalt sonc of the weapons SYSt tema have keen approved hut they have
peen deferred.

g: Approved and deferred and are waiting.

-

nHil:  Bocause Of pudgetary 1iw iitations, hecauscé O +he waz in Vieinai,

and therefoxc +he nsxt president weuld he ‘face’ if he ware coing O restyain

that output oX that cost itew:. e would be faced with the gecision OX the

o a TR g S o e s P P o o e N 3 = . cramE > ane
Conpress that had already suthorizad it, Witk pressuses Fuilding up to gO
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Jet's get going, the stuff that we/delayed.

vy By Loy Now on this point Mr. Vice President,
Tagree with vhat you just said one hundeed parce

economists we can't tell you how

not foreign policy experts.

about a2 new kind of foreign policy.

in addition to the diplematic

ee how

of the militury policy to

&

foreign And all I ecan advise

¢ yourself the question, "Is this «

are going to ¢

on military .

sceurity of the nation

to pursua?

that you ask youx

oE1 ¥ £ T e P S e, 0% I T =
ough questions, Dven things that have nay have to go.
In other words, they rav ha ng K- g i hick
x CHEs WORLG, they ney-be dlncensistent with ‘a new poliey which
'\ O M £ PR e
3 prace througheout the world...
-
BUELE .. the reusgessuent of vhat we consider to bz pour nationa)
R ha el A IR ey, ST Jey =y 1 o Y
lanterestsand the involvement we ougnt Lo hzve in szeaving those
Yom b d e T o g g e L R T LS - S 1 - :
nationzl intevests. HEC e Gor Back Lo Charlie again thouch
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i1l be tremendous--alright;

it can

to run your foreig

But you have

xtra

S
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£] wnd for these things that seem to be

Will this really a

N

nt, I think

¥recent

be‘

as you know I feel,

that as

n : '
a1 policy, we're

&

ly been talking

policy, it reguires a new thinking

tovetailed into the

an egonoiist is to-

$10 billioa that we

daesirable

to the national

the foreign poliecy that I wang
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new decisions, very oifficuls and tough decisions, are made. Rights
W5, Lractly.

Fow, vhiat abour ths nest -~ assuming that we get a cessation

of hostilitios 50 that we can look anzag to fiseal 1870 vhiceh is

Just around the corngr.
Melles  Well, there are really a nuber of things that You hove to

take into account - Gae that we havs just talked about =~ the non-Vietna:
military expendituroes., Thers are, of course, looking Just one or two

¥ g

Years aheaq laxge increases in_oxheg kKinds' of Fedoral Cxpanditurcey

e

about which in the very showt rugé, there is not Very much you can do.
For exemple, there arefincreas&s in Federal expenditures needed siﬁ@ly
to keep the bPay of Pedaril’cmpioyeas up with the Pay off the c%ﬁiiiah
Cconomies so {hat Jou can retain confident, Professio;

Chployens, There are ...

. .
B ks T v HYE0 s al o b T A S At o e da Tt 49 e

}I'.'I_;' e have Coluarabili VXA WXt ten dan <O the 1 A .

3 k] B T Sy e e R CIPTRts. B I TR ieen o e S Y o e =T o bl T o

Mo And thax law itsels will SUYRLEC An statuie Signilicant LicXeases

in Fedoral Pay in the next Xear or gwo.

By ANt this je not SOneching that is 18FTE Lo tha digereltion ot
the FPregidae,

YoM, It ds B0%y At g wrirten LU £58 Yo

SR Loty I¥ke velorane gg Jromsntion benefie, Tealt's aa L
GE Thn CongXaas, isn's i
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W.H. I'd rather have it hit you than other pzople.

DHi Thank you
S5 He Thore are ranv prograns that we have Fox example, our ciiv
——— T j S e e I o

in housing program. Or even if you den't increase the size of the

program for the muuent, thie backlog in the pipeline will start spending

(Lo}

out and £C Chig wi

]

1inerease your’lexpenditure. When s you add all of

.

these up, the milit tary potu“tiality, some of the increases in the
civilian arca, then in the next several years, the amount of that fisecszl

-

dividend available for usc will depend on a lot of tough decisions.

In ot hcr wouds, it won't kind of automatically fall in your lap. ‘fThexe
will be tough militarxy decisions, there will be really toucgh pricrity
decisions anony Federal pregrans to be made. Looking a little further
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C.8. Plug “the fact that it is aggregutive as we were saying earliecc.

It's $14 billion the first year and the next yoea

H
e
o
Fe
n
<
el
o5
o’
’.J
[
=
}.ﬁ
9
B

s $14 Irom the year before plus the # $14 of the next
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7ith anothex §14, you are really talking about

$30 to $40 Dhillion available to many of these purposes three or four

BElT And the point that Y _think I get out of Charlie's comvent is

that the first yeur or two, you ought not to go around thinking that

scrchow or ror other you'zme going to have a lot of pocket umoney extra

5
o P - -

to do a lot of thingé with. Because even if you have the cessation of
thé hostilities inVietnan the first year, and yvou got an increase in
youx econoﬁy that gave Qoﬁ i a£ eﬁtxa $1l2 or 513 billion, unless you
were prepured to defer certain nilitary budggt items - and that is
really what it boils down to - you would have a large awount of the

new incone
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made and we ale voery siionyg on th
nmeaningiful priorities ave going t©
HEHE That's been ny view of

is the

e

4,

are going to have to

conomic eeling that
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hava to be decided ...

J nave figured that if I

\“'I
=

unsea

bhe

sole

-ne

phirascoloyy that o yhué off national decision’and, of course,
clection~wise, it is , but it's & soxt 'of the end of an era and wne

' at wha
begimiing of a new -~ you really have to take a brand new 1ock zoifx b
your pricritiecs are. That's what you are recally najlha...

- )
C.S. Yesg, yes. -
- g .

HE And the decisions that you male in the calendar vear '69 and
the fiscal yeoear *70 will LH\L G profound dmpact on what's going to
happen Lo the use of vour resources in the next three or four years.
L.il,  Bven thowh in '6¢ and '70, you are opera ng Under very severd

3 =R o e xS . O . LA T Ty ) o e P st (N
linitations hecause of these vpconing ana already elwost built-in
'
incrxeares. Although you must xnuidusmsix remexber, lr. Vice President
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ghey' re heartless but they see the building.

you aid put your finder on a vexy impoxtant truth, that

.

with all this abundance, with all this tremendous growth in our

economy, and that's one cconomic problem we've pretty well
solved I think. I think we have in this country at last, &
bi-partisan cOnscensus ‘on how to kecp the economy pretty fully

1 " " 5
‘ond growing. Now that means that our

2
enployed; @xpandc

; : . D,
grogs national product will gsrow what, a hundred ixillion dollars

every -couple of years.

Nathan: Double in 15, 16 years and guadrupled by the year two

. ; 3 :
thousand. ' . >

,Lﬁ&ii;;‘well, there you are. And that means you can buy a

tremendous amount of goals, a tremendous amount of social
objectives. But the somewhat paradoxical thing is that it still

i ) a d b. .
isn't enough to cover all of ocur private rns puilic wants. I mean

T

that's perfectly clear that when all of the social problems you've

talked about, theé misery in the gbettos, the m problem of ignorance,

i

disease, theoroblen of poverty. the problem of
]

the problem o

pollution. Sure when we deescalate the war in Vietnam we have to

re—~escalate the was on all these other Ifxonts.

o

HEH: “These domastle fronts.

i; - ' that's right.
Moewt o oyawx these domestic fronts, The wax on pollution, the war

on povertlty, tha wax on miaarf in the ghettos and so forth. and at

ths soba tima there're an awful lot of private comfoxris, Lw arigs

neceasitias that are going to cond in for theix shaxga. Poomls are
N | ———— ey = . i 13y T PO I o x y H
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pr

that by the way while an economist eali Loll you what rosowrees

are available, he = ein't tell you unfortunately what choicos

to make between say additional education for the poor in the

ghettos and 31 a third or a fourth television set,

HHil: Thie is what I was going to ask you about Walter. Now

you've got & couple of young econcmists here, Bill Branson
and Dick Cooper. Bill's 30 and Bill Bfanson's about 33. I
imagine that even in theiy lifolime wo won't be able to

fulfill all the nceds mixpaepduzmd AxThonialyirexiiu,  They have

a longer lifetime on the odds than T have. * So that the may +

be around, they will obviously be arcund in the year 2000.

_ S8 _
1'm envious of you even though Im' wor king on it. With all

that we've said about thc.h ncv/%ovvc~s and the aggregates and

the totals that keep caming 1 along bOCa se of the new

productivity and the expanded gross national product, we still
_ AL Jeast ' :

have to have priorities. Sxumwa you've got to sct priorities

.

early, that's where we were leading with Charlie. You'v e sinmply

got to wnke those decisions early and when you take alook at those
weld welcons soma of your views, Waltew, as to
orit j;s +/just how do you sec them, just where do you see Ithe

I

top priorvities baing,

Wo¥H.: Well I think that even before we look at that, we hava to
talk about how do you ¢o, what kind of = process do you ¢o througn

An setlting priorities? How dooas the Presidant of the United States

£ pots oty T e Nadd e T R TSN M . T - = -3
get the various compelting fazetors inté fooue and how doza ho +hon




manage them. so that hax

use of resources? In sc

cleayx that there

‘well, thims will produce more than the other

could

other form. Let's that v

put moncy into plant and Cqulm“u

public works, ete., this is going

sexrvices.
a non-gcononic character that are

Detroit. The problen of cruption

going to wait. We can't give you

cconomists, on that.

On the poverty problen, for oxghulo, we

that bringing up the minority pop

same level of aznd jobs

.

in education and o forth.

to the gross

moral a huwan question. %Yhe 25 billion
gat for our thaval produation and

you have to go way beyond any coco

a nechandien in the Vhite Houss, =

EE 1 3 4%
| ¢ B3 AR e En= v o T oy
clIias L3 Lo A GO N IneT Ul 1S
G AT B "o s e e 1 ) L - LS e e |
R vead ol LAS LaBiEE 2R ELE
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so that there
tting these priorit

are some things an economist

we oD tﬂ‘l you for :n example that if

ne,

Unfortunately, there are other

The rebuildi

That ¢

nemic eriteria and you

is an eofficient

.

ies it

o
s
©

ire]
&
H
th
L)
O
rl-
]_l'

o

s can tell you

investment in some

into the corresponding

-

to produce nore good s

-

and

]

problemns that are of
ht here in
That's not

in the ghettoes.
5

an order of priority, as

e
O_.
(6

ng of the urban areas

can tell you, for example,
pulations of. this counury to the

-

and incomesthat is those who are

an add 20 o 25

national product. But that isn't essential. It's a

in the Governmsnt

a rational monnasr and
have o got the
that what resourcas ara 185
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A

by thz Federal as against the States and localities and against the

private comaunity that those resources are usad efficiently.

o

woman I was just umgoing to suggest that in semtting these

priorities the problaw is not Jjuizst at the national level, although

I think there are national priorities and national

o

partly this comes backs to the detision that are being made
Government
stste and local/level. Bul you

do

W
©

and that ought to be madezi at th

- .

fan

do have a whole largor process

scares I think most of us in a Pemccratic society.

s You know one of the suggestions that I-outlined and I wanted
detail it

to piu/in more precise teris since we have Waltey, Dr. Hizeller
hexre he was chairman o; thc-céuncil of Economic Advisors, I've
always thought = that we ought to have haﬁ some kind of, and there
are all kinds oEIeconomic indicators, projections that tell us
what_might happen or what could happen, or at least trends., I
have proposed that we have & Council of Social Advisors, so to
spoak where you gixuuet social iniicafors to be sure ths

b;v‘r

PO I o e bt s ol . N " - - " g M e e
economic Lndalcators tie in, where you bagin to get a kind of a

~ 7 4 -

hat justone overall, this always -

early varning system on your health problems and on your housing probl

P e = e T VS g . TR W S 5, e . ¥ N & K o LDl i -
ana ox your education probloms and then how those all fuse into ver
PR seysmiam  wnaaan TR e el e srnaa S e i = A I ool =
basie human preDloms end paychological problems. Now this kind of

= - * PE NS e Unsimia - c By, ——— ~a ‘ . Ehmvems FaiGis  main =
Anteeneaon; 1x Iv's propsrly gathored and evaluated Ffor tha Presid

P - PO [PURNTOM., - S o % e v AT 55 e r i i,
end Lox tae Congrass ¢an be very helpful . in the shaping of prioriti
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The arrxiving at priorities and the shaping of Jlegislative and

aduministrative poliecics. But I agree, I think your pointis
well taken that even with that Xind of information, it nceds to
findits way back into ih local and state levels of govefnaont

as well as the private sector., Because while we're all talking

.

— - . oughi to i :
about what the Federal government xinunid do, we're now saying

more and more that the initiative must come .at the local level

and the management of a great deal of this, if we want {o come
. - " . ﬁ . . *
to that, nceds to be at the local level.. But you can't just

desi¢n a national plan that you can have national gULucllnov
prioritics and that Federal government ecan do a great deal to

condisntior

P

developments. But actually the planning, the

\..L
-.J

initiation of plans, r and the implenmentation of plans even

! 3 re ] . . ) ) —
that reguire these/sources that we're ¢ about out of the

o

o)
=
oy
&

W0

Federal ‘ccasury, really mnust come out at a local level. And

I've been wondering in my discussions alout it how we balance

out what you call your national priorities that a President and a

-
Congress and his advisors may make along with wiat the Governors
and the Mayors and the local peovle call priorities. Because
. evum T 1o = P ] I OI . % 4
we can’ bt gaive oxders Cﬂ cop, you know. And yet by the

" = . P . L - - - ipn e - f y -
me—=YTall, ¥ was godng L0 gav as @ Tornexn Mayor
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have so often, and this is cspecially true in your major cities.
S0

T

The loca1 goverpaente/fians often have enddd up with the problems

and have not had the resources with-which to work with. 2nd that

L61]
(1]

one of the najor issues before ug-is really how vou get +hes
J S|

resources mere matched necds, The experience #fz over the last
20 years, the state and local governmentse in this country have
raised their expenditures by eomcunlng like 400 per ccent. Now

gome of thisis Federal money, but the Federal money isnot a

very substantial part of it. It's something like a fifth.

# "
Despite all the Federal.money that's gone in here. Still a larcc

part of this is a result.of what's been going on in the state

and local governments making additional ef fort, unftil the point

(s

that someof our cities, some of our largest cities, where you're

ealing with the poverty tax which all of us are involved in.

Whetheér we're renters or whether we're owning houses or what

LI 3

rect of the present poverty

s

wve're doing. In many caseés the a
tax is something like a 25,nx 30, 35 per cent excise tax on the

ennual value of the properties. (V. P. says sonetliing vhich is

= = s T T TR, Y - 2 =l 2T
inaudible). This is the

~~~~~~ Well, T think the Ffiscal interrelationship in the large sense

3 Yy 2 . — . P X s il T, . e e PP E -t 1 S T . i SN P A
Chat YOu e poineing Lo, Clara, is that at the state and locsl

- . R i e e 2. G S = )
fovel VO Ve vax N {'-' Rl 2P IRE v"C taxas —~ Yooceasive — theyvy hit
- ] L ¥
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sales Laxes, excise taxes. AL the other end, the Federal

-

govermuent, you have this highly progressive personal income

7]

tax, corporate incowe tax, which generates these huge increases in
revenues and in sore way or another -= well and as a matter of
fact, look batween 1962 and 1968.0ven with the 10 per cent surtax
Federal income taxes are very substantially below whatthey were
in 1960. In the mesntime all of these state and local taxes
have been rising and some way of reconciling thaée ﬁwo things.
other thap we've done so far has te be found.

€lara: Well, it's a fiscal problem but it's‘also an
institutional problem. (————sufe it is). And when these things
play together, it seome Lo me for ins stance that somehow the local
government especially your big eity governments and I kéap coming

back to that because after all the najor aspects of poverty, the

major aspects of housing are here. And that our present programs

however much money the Federel government put in there have tended

to be sort of like bee-bee shots (----exactly) here, there and withouj
-
any, witheut sufficient concentration in a particular fashion that



»

/ s g I 8
Nt But if there's one thing/I h

Ib‘ltu.dﬂ"‘"'“' v

Sa
= .

You climinate discrimination and the country gains $25 billionz

a year oif income.

Jl: Right out of the, yes.

we faith in it's the cducability
of the public. Lel me just give you the resulits of a poll in our

own state of Mimnesota, now I'd like to think that it's a you know

]

supaxior state, but on the other hand it may. serve as a fairly
good index. Two years ago they asked people, “"What do you think
of this negative income tax idea, how many of you like it? &and

on the response they got 24 percent. They did ik again threec weeks

ago &nd it was 36 per cent said they thought it was a good idea.

{f}
35]
bl'l

-
o
o
in
@
e

In other wvord lcas -are explained, as they are talked
about, ag I say, I have a lot of faith in the American public and
educability.

HIH: The leaders of the business conmunity are coming around (S:

———

that's right) on some of thig too. This is goxng to have a

know you want to get on to something else.

-1

salutory effect. Bob,
p:  No, whalt we have, we have two othexr subjecis at least ve'd
like. to cover. I don't know what your time schiedule is, Mr. Vice

President. /A, I guess I'm having to move, so I always get from

the steff...Yes, well I noticed the signals, Mr. Vice President.

J just want Lo say thal whalt we have if Dick Hoover is chairman

ask Force on international economic policies including

the balence of payments, gold and trade policy and we will have an

- i o i 75 it L Ty e oy s b pind, Sl T oY e , T o =
apportunity to digeuss that uwnderour foreign policy Tesk Force a

* . i . oy Faeile fe 2.1 “ - A e FN i T e PNV Ty
well, as the Llhwe iz short. Duat diere wag one othararea I wanted

i
2 5 F s . e oo I = T — ” - 5 a e ey - -
Lo mention und Not Give you what our views are in delail and that has
-l =t

g Ha R e S S bn b s e b Ty AT o Tl = A ey ) i =
RexxmEiovkssn do with inflation. Because T think wa're all convinecad

_ OB wEex syl e
others have SalQ ., VWE also
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tieing tcgether these aspects and one .problem to get our major

fu

benafits is foxizdi the naximum degree of price stability.- and

-
we don't want to sell price stability forunemployment, but we

+hink we can achieve both in our task force on inflation and

. * -

price stability is heade

-

1 up by Otto Reichstein of Harvard wvho °

('1

is a formor momber of the Council of Hconomic Advisors. And

that report is also in draft form. And so we're going to be

ha®ing that in your hands very scon. And I do want té say

basically thot the opperiunity to present thesec pictures to

you and how they all tie together is sort of summary form as

it's been, we'il be yiving you much rore in detail is appveclated

I know by every one of us, and W& e..s g o=

HiIII: There also inter-related you know, I mean if you sit just

separately with the Income Maintenance Task Force for example

an
and you don't come on over and ta 1% in terme of someof the
proper allocetion and uses of the new revenues or sourcas of
revenues, you're real]y just playing games, You're really not

.*..-- S
CLe ,,bl.t.l

focusing in on the total problem. But 1'd like to heur/}x;;xz if we've
Totdiedmdnivniiixaekur got just a few minutes since we'xe all here, on eitl
the price s ixbx13“y or vhich you wish o call inflation item and maybe
just a quick rundowa on the international aspects. Because those two
sort of i¥nx kind of tie in too if your price stability gelts out of

hand and your price structure then you don't do much exporting.

—====1 think that's right. I don't like to think that the inter-
national espect can bs dispatched.

BHH: Oh no ilaughter) 7 |

—-==- Vhich mzans we'll probzbly be with you for houreg (?)

~=== T would like to undexline the fact thatthe United States

as an coonomwv sipaaking (?) now did very well from 1960 really from
Y6465 intorms of its pricem behavior and that price behavior was




. -—3...

Point of view that the tax increase did not take piace earliex

Jien it should have rather than Just . this yeer. The tax increase
will help a great deal during the next year and combinedwith the
recovery from Continental Mgy Furope's real first recession since
the Sccond VWorld war last year, our balance ofpayments mlpnid outlook

should be much rosier in the next 12 to 18 monthe than it has been

recently.
HHII: I hope so,

~=== As one goes out further into ithe future of course it becoines
much more conjectural, depends very nuch what happens in Vietnam
-and then back again on the domestic eéonomy, what happendswith
respect to our own, our owp/ggégﬁinn here‘and I think there is some
room for concern there. Let me - add Just one more point because I
think it does undérline the pointz that you just made that all these
things do tie together. I think it ill-behooves large industries-
which have some influence over . their prices to raise prices and then
at the same time appeal to the government for protection against
imports, competition of imports, although rise in imports do hurt
our balanceof payments, they also serve as a great stabilizing

0k o .. _pConomy, : . ;
device for the domesiighe forhink we ought not to forget that aspect

- .

Of it -- that very directly the o st of living in periods of high,

: - . are ; .
very high demands, such as we've had/ =% held down -~ the cost of

. 8 . 5 . - G D T we can, . . S =
living is Imei held down by the fact that mscmxiams Arawizy goods

=

from the rest of the wvorld. And here's a case wheres trade policy

and balance of payments olicy tie together with domestic and inflation

e

Brrcdmme d ol crmedd Y T ] T % A, = o gy S
suginess and work cult both an early varning systen on price pressuzes
LA P T S e N W= ST <) ~ a 1 :
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HEH:  What about substitution of ﬁuLcria]s on incercasced prices.
Somctines one naterial is as good as znother for a particular purpose.
bogen't that have the sﬁma kind of compntitivc,eff@ct in the sense
hat dwports do in texis of price stability? .

s right. I was really speaking to the general price

beda

MY - {*
== PHET

level -for thenost part. But if any one price of one ‘comn dity or

group of ‘conmodities increases there are always substitution possibili
And the greater those are the more'difficult it is to sustain high

.

prices (?). I suppose a very good illustration in the past Ffive

-he substitution of aluminum and even cardboard
: , ) ) Suice =

for steel umnd in beer 'cans and concentrated orange/caiis and so forth.

.seo . tradeoffs among different conmodities, : : =

Nid:  Alright, what about XXz on this price business? You know

-

Walter, one time we used to have the guidelines the Council o

i

Leonowric Advisors put out. I see that (laughter blocking out what

he was saying) ~- it slowly got eroded (lauchier). We're depending

-

‘now primarily on COmpeition andon restraint, aren't we? I mean, ycu

might just call it rational restraint.

--==Well, I think this is right, and a well, Dick Cooper was saying

m

a moment ago we should have had thattax increesse much earlier. We
should have had it in 1966. That's when you and many other advisors

sident said let's huve it and he said guite rightly that he {

o

of the Pre

l’:

o

he couldn't get it at that time. That's when we should have hed it.

Because that ¥t necded Lo hold down is excess Qemand which afteral.

T

is what ,genexates the price increases to begin with, then labor, cuits
rightly said, you can't expect us to take just productivilty advances
at 3 percent when you're putting 3 and 4 per cent price advances oa
top of it. Sothen labor gets 6 per cent, that gets bilied(?) it and
you really are in this spiral. Now we've taken the first ecssential
step Lo ool off {his spiral —— namsly, the tox &dnercase and the
expenaiture cuthack.: But thet won't do it slone. IF it hae o ba
translated, let me put it this way:s I think that the Feders) gove
Congrezs at long Just working dz with the Drosidsnt has bis ten the
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- ')

bullet on budget restraints and if you: wili fiscval res er Lok ubat

through taxes., Now it's un to business and labor to bite the

~ '

bullet of restraint and that's self-restraint. 2and that's going

=

to be one c¢fthe primary problens La“b a new President faces. There

is just no guesgtion about it. Bvery major advanced country in
-{ ) - -

the world that's operating near full emplovment andin a good
pv J - X -

growth pattern has these pTG&SIfGS. And these are pressures that

‘ne government, unless 'it wents. o knock the enonoﬁy dowvn to five,

six, -7 paer cent ungmploymant, can resolve, or unless it wants.
> and : 4 i 3 R | 4 -
to inpose direct WdUC/DILCD mrk controlg, and that's that's the
ball gane.
--=—t= But all of those other countries are also taking into
. thevire
account not only the wage and price gacto rs but z;;xx trying
to look at the other sources of price pressures within the
cconony. Thuy're trying to look at the profit picture as well.
They're trying to sec vhether theye are boittlenecks in labor
- . P . o v :i.C.I.CJ . i N, 2
supply in cexrtain industxii as we have in this country in help
in medical, in local ira_“quLa tion, in some of the construction
act Lo actually provide woxa
ettlements in conbentrated
to fight inflation. One is
G, Uhe wmecord is to hrenk
Lo boted ¢ty &6 the structural thing, g oite way ‘of geiiing
e i nto, -




hat's driving us all wild

talking at once and I can't underst
and governmment sitling Zos ogatl

econonic uzaame:@,‘t axcresnent

That's going to be one

Hlﬂ-'. was just saying here,

xnanr" itYs

and it) an

nex

for

in some, come kind

vhich is not going to be easy.
of the major problems

I'm begginning to wonder why a nan

(two people are
third business, labor

of an

rung for this (laughter). Obviouély now this mana gement problem

of our recources and oI our tools so ?o peak, our governmental
tools fk of our resources, is Ffundamental to the isukieny prope 31, )
to the cfifective use of whaéévef rc%ourceé we have. The value -

of those resour ces is related s a great dezl to the value of

the dollar and the purchaéing'power of that dollar. These figure;.
don't mean very much unless théy, unless they buy bomething. -So
you ggt into this ¥y wvage price problem. The problem of inflation.
And all that it entail with fiscal QOIJCy:g of the government. The

relationship of government to labor and capital in terms of price,
and profits andwages. And breaking up these bovdtlenecks as

that put any artifééal,

-

I - L S 4 .
It wveally jen't artificial, it's exbtrs

ccancic structure, th: price structu
¢avered an awiul lot of territery. I

) R = . - J - a3
underscanding of how we rea l1j.h“.:T
4.0 &
- #3 -~ N - & o Lrlt? % -
oty O . L ‘I-::‘-'-'/.l [ S S~
az oy oy ol d i
soriougnnas O 18 g GLLATY whae

a kind of

ya .2

L've nover

arcificial
ordinary pressure upon the

Do, as usual

M

Well,

really come to a g

2.0 o 9, = =k oy ¥ 4 -
titis balance of payvmanis 3
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ernlous., The degrxes © LGS
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you say

praessure.
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subject again going khack to what we LcJ}:cd to our foreign po J.J.cy

commitnents, our nitional security commitments, the nature of our

.

£ =

fazign aid -- whethexr i

A=t

s bi-lateral or multi-lateral and the
volume of it -- t}}:; troeps and the deployment of Armed Porces

over scas which chew i.ﬁto our earning gs and utilize dollazrs. fThese
arc all factors , .agzin the national s.:ecu:rity fozeign policy factors
which relate to the balance of payments problem. Then there's the

whole matter of the overseas capital, investment ofthe U.S. capital

. ith . .
overscas. I've worked very ¢l o.,ely/~~ wncn I say worked I mean I've

sa: in very often with -- Mr. Fowler, Se_cret:fzry Fowler, and with
the Council of liiccmom':i_c Advisors and the Presgident's groap. The
President has a group ’ﬂ L works on th is and there's his Balance
of Payments Committee,- as you know. Wha t's you view about i:t?
Have we really come to ¢gxrips with it or have we been danecing around

with*'it and playing with it and not really hitting it? I'll take

n.

-

Branson here, Cooper or =k either one.
—e—=Well, 1 hn*l./cu. least for the rnext year as Dick Cooper sidad,

should increase the

o
@
H
O
o
rn
&

the outlook is pretiy good. The tax iz

s o
trade balance by naybe a billion dollars. And while I think/ 378

Lru h an ¢ocontmy running at 4 por cent nf unenplogment is hound
to have a lows:z than an cecononmy leafing wlong at

s S | e it TN T = ] - i B N | e
G PET Qalrs wndsam CAICTRINTE & Toversthals =BG, Wo Y11 e able to Yias &
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$o that it geems to me that the pericd of doepest erises is

.

clearly past and the situation looks cousiderably better now,

I would think that you could allocate your time best by worrying

\"HC‘ "
{ Of paynencs. (2.5*::;::::(J_cmghccr; s

HHH; ~ What is the inpact of the Vl tnam war on this balancc of
paynentcs pooblen.

-=~=-=Very substantial,

HHH--=Very substantial?

~----There are really two quite scpdrate impacts. One has to .

.

do with the direct expenditures we make overseas in Vietnam, in
the Far Bast generally, to qunp1y our forﬂ“s in Vietnam, and one

could well put that co st Lo our balance ofpaviments at the oxder

.

e 3 5 vargin . o; =
of na GHLLHQ‘ u1vayu with ﬂm/; 2 and a haslf

dollars which as neasured against GNP of course isé a negligible
sound. But as measurcd against our bilance of payments deficit
is a very substantial part.

1 9

———"zbOdu half of it richt now.

L]
HHI:  Guess we have to break up. I want to say the next time

have it we're not going to have these hot lights. (laughiiz)

FLIE
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