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PRESS CCNF .SRETTCE 
Tl>.SK FCRCE CN TH:::: FCST VI ET~T.nJvl BUDGET 
AUGUST 1 3 I }C' E.8 

Vice President: I'l l take j ust a moment to open thi s press 
. 

conference and introduce t o you t h e members of the Task Force 

that wi ll be reporti~J to yo u today as the v hav e been reportinq 

to me t hi s mor ning . First cf all, I want to acknowledge t h e · 

presence of Rcnert T~atha:-1 •.~;ho l1 a s b ee n chairing our whole 
. . 

operation o n T~sY. Forces . I j ust asked r-tr. Nathan F.ow· many of 

the Ta.sk Fo rce -::rrou ps •tJe have presently at work, and I believe 

· the numbe r is 32 . . T!-'es e Ta sk Forces represent some of the best 

talent in t h is ~at ion o n a number of sub jects that will be of 

great impor tance to t11 e ne xt President o f t"!-:e United States, 

and will be of great j ~pcr tanc e t o the nat i onal economy . We 

have nine Task Force s alone on sub ject matte r relating to the 

economy, such a s , f or example , income ma~ntenance, Task Force 

on Inflation, our trade and bal ance of payments problems, taxation , 

fiscal policy. Th ere a r e other s 1 but some of the very best ~ talent 

that we ca:1 find i n ou r country are 9 ivinq of themselves. Treir 
)• 

talent is bei:1g made available and the indi v iduals are 
-.~--

giv inq 

of themselves t o me 1 n an a dv isory capacity. T~ is mo r ning , we 

have t:~ e T?.5k F:--rce on t1,e Po s t Vietnam Buor;r e t . T:~ ere i:=. a g:c~at 

·deal of t?.1k abc•..1t 'r.'h at May be availabl e in t8r:-ns r , f rescnrcc::s 

as a peace div ide~d ~~en a~a if we onta i n a cease fire and whe n 
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-- the proc'3s s ot de-activatio:: o r demobilizat i o :-1 for the Vi etnar.1 
I 

.. ' 
War starts. Th e mernber s o f t h e Ta sk F0 rce Hil.l expl a in t c you 

_their a ssumptions on this matter f o r t he purposes of t heir 

report. 

· We ~ave as the co-chairman of the Task F o r c e on Post 

Vietnam Budget Cutlook, Dr. Ge o rge L. r -erry -of t he University ot 

Minnesot a . Mr. Perry is here a nd we al s o have Dr. Ch a rles 

-.;o 

----Soa-chul tze, - t he .. former Director ot tne Bure au c-r-tn-e---nuog-et. • • .;, --·-- I 

I - :• • 

. : 
~'Ve have other member s , some of whcm c ould not be with us 

this morni w ; -- i·iashi ng ton economist, Dr. Ge r ha rd Colm, but we 

do have Dr. Otto Eckstein, Professor of E cono~i c s -at Harvard 
'· 

University, and t~ is morning, Dr. Paul Ma cA~oy of Mas sachu s e t ts 
.. --~ ~- . ! 

Institute of Techn ology, could not be wit~ us. !:!e ha s been 
I• 

. ~ 

with us on other occasions. We al s o h a ve Dr. Jos eph A. Pech ma n, 

economist \•.7ho is with us here in ~·Tnshingto n, and is on.e - of the 

most respected in his field. And Dr. Wa l ter Helle r who is the 

. -I~ 

T 
I: . -i . . ~-

former Ch airman of the President's Council of Ec onomic Advi s ers, .·- - I, 
organized this and oth er Task Fo rces i ~ th e e conomic are a . 

.. - -· t; ... 1:' . . ___..... . 

! .:,~ 
l •.. I.-

1 
. ' I think you would be interested t o kn O'-·' that we, of course, . I -. i 

feel and understand-- the i :nte rdepe ndence and the inte rrelat ion ship 

of several o f the s e Ta sk Forces. Dr. Eck s tei~ i s chai r man o f 

the Task Force .on I n f la tion . Hh enever y ou t c}k about a budge t 
, . . ,. 

outlook, you mus t s u re l y keep in mind wh a t i.r,fl~tionary p r essures 
I. 
I 

will b~ a t wor k in you r prc~ ection s . Dr. Pec~~? n 1s the cha irman 

.. · .. ,;'.,: .. - : ~.-_--. -;,;- .. --, .. ::'" -- -~. J . 
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~four special Task Force on Income Maintenance. Th is; l ikewise, 

is deeply involved in what happens to the peac 8 d.iv i dends, the 

resources that might be-released followin g a cease-fire in 

·Vietnam. We will have Charles -- our friend, Charles Schultze, 

who is a member of the Task Force of Administ~ation and Manage-

rnent. It's our view that any programming of the future must 

concentrate on new forms of mana~ement, on improvement of admin-

istrative structure and administration itself. We also have 

with us Dr. Branson, Professor of Economics at Princeton on 

the end of the line there who works as the Executive Aide to Mr. 

Nathan and helps us manage all of these Task Force ope~ations. 

I will jus t conclude by saying this: I believe that I 

am privileged to have the finest group of experts,of trained 

people, of keen minds, the best of the intellectual c ommunity 

helping us in th~ Task Force operation. These Task Forces have 

not been given any instructions by me other t han one -- to come 

up with the best information that they can pQs sibly produce in 

the areas to which they have 1.ent their talents . The Task Force 

-reports represent the thinking of -the Task Forces . They are 

Advisory Reports; t~y are,-. Informative Reports. They do not 

necessarily represent the ultimate views or t he ultimate decision 

of either the ~andidate or the person that will be elected. I 

can say to you that I am highly honored by the part i cipation of 

these men. Not only this group, the Task Forc e o n Vietnam, but 
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on all oth~rs. l\nd from time to time, you will get information 

on the se men and women , and I hope th?t you wi ll see fit to 

bring i t to the atten tion of the American public. Because a 

campaign ought to be more than rhetoric; it ought to also have 

within it a solid base of substance, good informatio n - the 

best tha t ou r people can produce. And all the way through this 

campaign -- even in the heat 0f it -- it is my intention to meet 

from time to time with Task Force members and chai rmen so that 
talent -and 

I will be as~ell posted and informed as my/capacity permits me 

to be. ~-~:)'· '-' , \vit h tha t Hr. Nathan, I turn it over to you , and I 

am goin :; ~.o le e. '"- ~ th e r o om and perr~it you to make your inq uiries 

of our rnc:mber s 1: ere . Thank you very nuch . 

Mr. Natr a n : Th 2nk you ve r y much , Mr. Vice President. I will just 

be very br ief ahd say th~t this release v~ ich has been given to 

you repr Psents a sum~ary -- a summa ry of the analysis to date of 

this Task Force on Post Vietnam Budget Cutlook. And you will be 

receivi ng reports from many other Task Forces as we proceed with 

getting these reports into shape -- they are coming in quite 

rapidly ;-:c·w . 
·.~ . .· 

I want to ~mphas ize one point - that these state-

ments t~ 2t we will be releasing like this a re the positions of 

-- the members. of the Ta sk Forces. Th ese are t1--e SU!trma ries arid 

there wi JJ_ be more detailed information, but these are t:.'!-e su~mary · 
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the 
positions of the Task Force members and we hope to make available tD members 

t6 the press as these addition~l statements are forthcoming in the domestic 
race 

fields of l·relfare, cities, housing , /relations and the like in the economic 

fields and also in the area of foreign policy. And we will have the opportunity, 

I hope, to meet with the Vice President. We spent the better part of an hour 

and a half this morning . It was a good give and take session and he was 

very, very much interested. On :perhaps briefly his reaction to this session 

this morning, Halter Heller you mi ght take over and then you will have the 

Task Force to question. 

Walter Heller: Hell, agaln, I don't '\:lal':t to take time from your questions 

because I am sure you have some, but the Vice President was tremendously 

interested. in this and he had been, needless to say, confused by the kinds of 

statements t hat _had been comins out earlier from various people -- Schultze, 

Eckstein, Heller, Pechman, etc., and he really vTanted to get dov.'11 to the 

bottom of v!hat is goine; to be available , both from the peace dividend and 

and from the grovrth dividend in the foll2" year s of vrhat he hopes to be his 

Presidency. And we tried to help on that score. He asked a number of penetrating 
probing 

and ~ questions that are going to l ead us to go back to the drawing 

boards, but even so, I think it is fair to say that this is by far the most, 

(since I didn't do it, I can say this) this is by far the most penetrating, 
- ~- ,. 

the most complete and comprehensive look at this post--.;.mr revenue and 

expenditure picture that anyone has made. And I think vre are going to r..ave 

a more solid ba~is from her e on out. I'Tow, the Vice Pres ident has sugge sted 

that 1vhen Ti?e make such r evisions and fill in a few of the blanks t hat still 

exist, he has suggested t hat a more det ailed paper be made availabl e , somehO",.,, 

and 1ve hope that by early September the complete study could. be r el eased in 
l 
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one form or other. Final plans have not been made as yet, b~t we have some 
hopes tl'..at tne full detail will be made available '\vi thin the next fe>v '\veeks ~ -- _ And 1-Ti th t r..a t, I think ••• 

Q.: Mr . Heller, could you just give us some idea of w·hat does lie ahead 
in terms of peace ••• ? 

Heller: Ttleli, I think I ought to turn this nm-i to the co-chairmen of the 
Task Force, Charles Schultze and George Berry, and I will let them fight 
between themselves. Charlie , why don ' t you start off? 

Charles Schultze: George did all the "1-!0rk and I '11 talk . In essence, this paper attempts to put four things together in terms of looking at the future budget prospects given peace in Vietnam. 

One, the grovrth of revenues which accompanies economic grmvth; 

;: . . : .. ~% 
- . - r:: 

-·:•t:t I 
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Secondly·, the resources that would be made available by the cessation ~-of hostilitie s and no longer having to spend funds in fi ghting the war in . - · -: · . . Vietnam, offset by two things, the expiration of t he surtax and the automatic built-in increases in Federal expenditure s. 

The paper then atte;ts to come to a very tentative and rough conclusi~~\' ,,;:~:);~ >'~~1 taking a look four years out at hOi·T much discretionary , if you will, dis.cr__i::t i ori:ary .. ·;<J funds would be available to the President for expanding existing pro~a:~s :~.-~ 
a

4
ndandim

5
·_tiating new ones. .<\nd I think the key part of this summarized on pages _-_\ __ )_ . .• _ •.. _._.~_. __ ;_:·:..,. __ ._.::_;_[~:.:_-.~_·-,·:-. and i..."l essence, iil.... round tm:nbers , it says that by Fiscal 1973, the -

- . 
sum total of these four kinds of developments given peace in Vietnam should 
leave about $30 billion in terms of discretionary budget r esources •H.ith tihich the President coul~ operate . N<YeT, let me go on to make a ccuple of obvi 0 '.1 S qualifications on this 

In the first place , it is i mpossible to pin do•,m precisel y "1-!hat the exact increment al add~on cost of the Vietnam~ is. .And so tl1e e stimate her e rr:ust 

-- t:~ ~ . 
.. - • E ~ 

- ; 1 
•' !~ 

-;. E .,r 
;_~: 1\ 
: ' j: 

- _- ~--:_ -====:=-==-~~~_;~.:;-~~: -~-..__-~ :--=-~·~~--:-:_-~.;~~-:~~~~--~~- -~-~-~-~=~~~-=-::_.--;-:- -=--=-=-;_ ~:::~~..:--:-::~~.:~~~:-~7::=:~:::- -------

- : ~ : !'; 
. . ~ i l 

-:~·-- ':"'-~-=:~--..:c:-.·~·~.:..!_. """""--

·-- --- --- ____ -: 
-e 

\ 
1.. 

I 



-. 

- 7 -
necessarily be somewhat rough. 

Secondly , in making any judgments with r espect to the amount of discretion-ary spending that the President would have ava ilable it is necessary to make some specific estimates with respect to h~~ much other expenditures would more or less automatically gr~w because of pay increases, price increases, growth in population, pricing out of existing approved military programs, and the ·- like. So, again here, there are a number of judgments that enter into •J.. 
~ vo And various kinds of budgetary attitudes, for example, taward military spending · would raise or - l~vrer the $0xE:x $30 billion di scretionary a.."nount by a significant ~ • --I .JE# '- ;fl ,"..-l-4 ~ 

amount. In other words, military spending ~?.R Vi etnam military spending could be significantly higher or significantly levier than the numbers implicit in this proj ection, depending upon the precise posture with respect to screened to defense progr&"ns, with respect to forei gn policy overseas commit-ments, with respect to our strategic posture, for example . 
Nevertheless, the $30 billion is our attempt to t;ive the Vice President a feel for the sum -total of the combination of these four developments~ Let me make one final comment and I will be quiet. In order to make the estimate make available to the Vice President, ive have to/ some assumption vri th respect t() cessation of hostilities in Vietnam, and for purposes of presenting an estimate , we chose for illustrative purposes a cease-fire on January 1 (roughly early '69 and six months later, __ a beginning of -vrit~drmral a.nd de-activation of U.S. troops. I want to emphasize that this is an illustrative assumption, and it is by no means an att-empt tO>.·predict. 

(Question from the audience indistinguishable) 
The military number? Well, in effect , the military number netted after 

I. 

.. 
Vietnam with pay and price increases would range in the .';,?0 '::Jillion area , in Fiscal ' 73. 
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(Question from the audience indisti_ngu,ishable) 

No, it does not. In other words, it attempts to - and again I have to emphasize that this is necessarily rough -- it attempts to project into the future two kind of things. One, a kind of a present military posture with where at the same time, a pretty strict budget review of the military weapon _systems needed to keep us in that posture. I guess that is about the best way · to describe it. 

(Question from the audience indistinguishable) 

. ·~ 

··well, not in the sense of the built-in expenditure increases vre have in here, no. • • 

The totals :that Charles has been talking about are totals before you make discretionary increases with the room that you have to make such discretionary in«XRXXRX expenditures in, and that would fall into the class of discretionary expenditure in the sense that what we are calling kno~~ discretionary things are things that are automatic ~ -- things coming from existing legislation · or things . which we know about >vork load increases or assu.rrrptions about inflation and pay increases. 

(Question from the audience indistinguishable) 

Let's make a number of points with respect to that. In the first place, let's turn that around posi~vely, 
in Vietnam and given some time for 

,pond suggest that with an end to the -v;ar to 
· this/vrork its way through obviously in the 
Vietnam 

budget and with ±r.x a relatively hard-headed policy with respect to non-X:i±ui.!mit military expenditur~s, ~HZ substantial additional resources could be fr eed in increasing amounts, starting out relatively small, but in increasing aonounts 

i 
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-. 
for social progr&us. To say it your' i>ray on the other hand, certainly Hithin 
the next several years. If Vietnam hostilities don't cease, the room for 
added social programs i>Till be ·quite small. 

(Question from the audience) 

· The Vice President had nothing whatsoever to do >vith the assumptions 
which we made in this paper . We were giving him an exercise, not him giving 
us one • 

. (Question: Hhy did you pick January 1?) 

Well, I 'll tell you-- if you like, we can shift the whole thing back 
six months. i·Je can start in July 1 with cease-fire and January 1, it wouldn 1 t 
affect the 1973 number. There was no specific reason to pick this. Simply, 
we had to · :p ick a date and v.re started with early '69 as an assumption. 
It has notr:i ng whatsoever to do 1·ri th any prediction with respect to the outcome 
of negotiat i ons in Paris. It was simply a convenient assu:nption to start with . 
You can run through the exercise by shifting that six months into the future , 
a year more into the future, it woul~D 't change the '73 numbers. It would 
change the fiscal 70 and '71. ~ 

(Question indistinguishable) 

In this particular set of ass~~ptions, yes . ~I right? 
Yes. 

--~-

(Question) 

The l evel of economic aid to Vietnam right nm-1 is in the neighborhood of 
a half billion dollars and to be honest v.ri th you, 'i·re did.,"'l ' t make any explicit 
assumptions here vrith_ respect to that. As Hr. Perry indicated, there is 
$30 billion dollars approxi!T'.ately of budgetary room available fo::- a ne'tl' 

,. 
'· 
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(Questior:-) ----
I cant answer that, Bart, for several reasons, one, that.would require 

a detailed set of alternative c·scenarios wi. th resnect to dates. . ~ And it would depend obviously upon the economic conditions prevailing -- ~~ did 

with respect to what the desirability would be >nth respect to the surtax. ·_(Question) 

Again, clearly if ther e is a year's postponement of the cease-fire ru1d deactivation, the likelihood of having to extend the . surcharge will, of course, 
be substantially greater. Ho-vrcver, again, I don't thin.)~;. the group as a whole 
want i± to get to the point right now of making the kind of economic predictions 
which would he necessery, :rum: in order to make the final decision with respect 
to surcharge extension. With or lrithout Vietnam at the moment . We are tryine; to say t hat given full employment , what are the budgetary 
resources available . He are not trying to make an econo:nic forecast of next _ 
year. 

(Question) 

I'~ take it the -vmy it reads . It says that unless major deactivation of Vietnam forces is undert.Yay, part or all of the surcharge ma;y need to be extended. The Task Force wanted to bring that to the Vice President's attention 

--~- .,. very clearly . It is obviously an i mportant point . He did not want at this 
.. 
• -~- , I stage to make a predic·ti~-, ;I. ,_. ·e sense of saying : . 

~ Take some other assu~aption 

. --- -----about ·vietnam an~ ·pr~dict for me righ t nov; what vre should do about t he surtax . 
We didn't '·rent to do t r...at. 

-- -...---
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\ 
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That ,-s without t he surcharge. \-lith the most ~n~imistic assu.'~Ipti_on that 

re mad~ about the end of the ':rar and with the/~t~ e .. rpirxing . Nm.v, you 

U'e very near the_. line t"b..at if you "tvere to( optimis t ic about this ~·rar-end 

t . . . .t. ld .t. "~ • : /.b. t y + • h 

is sump 1on, lv w·ou cos.., you qu1-1,e -a 1 • ~ou are no v 1n an area w·. ere you 

a lot of money to spend, so that the possibility that the surta.'<: 1vould 

have to be extended in nart can't be ruled out. You are near enough to the 

from 

zero mark, I think, that x:t this point, we wouldn't want to make -a firm 

projection on exactly what conditions you -vmuld have to keep it or dismiss it. 

(Question) 

For the purpose of this exercise, the price assumption ><as something ·of a 

pro forma assumption that is, there is a Task Force concerned ~vi th the 

. -. 

· flation problen specifically. Our assumption for working purposes w~s ~t 

a rate declined from the present rate which is in the neighborhood of 4% to 

the neighborhood of 2 1/'2% by 1973. vle would hope that the decline is fairly 

steady throuc;h the period. I think we would Hant to concern ourselves 

ways of 

·wi.th/slm-ring inflation · further than that. 

uestion) . 

·This is -- this looks fon.;ard to the release of 850,000 men fro.11 the 

· Armed Forces, vihich make an addition to the labor force . It assmnes that 

you r~turn to belm.,r 4~ unemploy-me nt if you go above it, vri thin the next year, 

1f y~u return to it by later in the period:. And in effect , yes , a labor force 

growth which approaches 2% annua~y as the period goes on. 

·.-,.... ,. 

· (Question) 

I am glad you asked that. Let me elaborate a little bit on the proble!:l 

of social :progra~s, and tie1ing . The press release talks about t;.ro numbers, 

giving all the assum:;>t ions it nakes, - $2-- to $4 billion'S in 1970 , and in .r .m.L."ld 

nu.~bers i n 1973 , ~30 billion in 1973. r~: m-r given the lead time and clearly 

~ . 
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·it will grovr between '70 and '73 --.it. i-s--no going to be stable and all of 
--- ----- ------- :f 

a sudden jump. NCY...r given the lead time both tech..r1ical and managerial for _ -·· · ,: 
--- --_.--- :--~~~ 

expanding efficiently existing major social programs or for developing ne'I·T -_· .. •;.· 

ones, clearly the implication of this document should not be that there is .-~·1 . .· F/ 1 ~~/ ~sea _ 1970 or in the next calendar year, 1969, no room 
- ~-..:... ~ ~-_:...- ..z.c.._ 

for · sociai --~- ~-- -~- _ .. ··11 \ inventiveness.I ~ think what it does mean is that the fruits of a reduction _ -~··· -~J~ i .·..:_ in expenditures on Vietnam will come gradually and that the timing of expenditures . _ !I .. ..• , 
--·~ 

on new programs would have to be fit into that. But. l't d t I .. 
~ oes no mean, as . say -_ · .'·. 

j~ 

11 ,, 
---- ---

let me underline again that there can be no new social inventiveness because you have to take into account that any program, for example, inaugurated in 
.. Calendar 1969 will take a year or two to get itself well. 

(Question) 

In the first place, it is not at all clear that it is a $30 billion war. In a sense, the >var in Vietnam in one sense may be said to be cost ing $30 .billion. But· some of that expenditure would have been made had there · 

{~ 
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. H. 
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l~ .. . ) 'f 

. _,:L'~ 
-- ~·~ '·.' :. ·l11: 
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. '\-) i 

tt : 
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· .. :.·H been no Vietnam. You know, B-52s don't sit on the ground and rust in -peacetime.. .. '·_:. jl They are flying. So, the total cost, for example, of B-52 missions isn't a net cost of the Vietnam war. Therefore, in working on this paper, the Task Force did not assume that a cessation of hostilities would allm• $30 billion to be taken out of the military budget. R~ther , a smaller number. Because of the fact that some of those expenditures cont1nue anyway. 
Secondly, the $30 bitiion availability in 1973 does not mean that that is all the ·expansion in programs which vrill occur. le Rather, that is the amount availab~ over and above the kind of inevitable expansion that is I. likely to occur. There will be pay increases. There will be increases 

- -~_- ·, 

undoubtedl:;,· in social security benefits. Things of this nature are on top of the $30 billion . The $30 billion is a measure of t he discretionary 
s~~ available t o t he President, excluding automatic increase s and expenditures 
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In su.rnmary then, the $30 billion isn't the measure of t he cost of 
the Vietnam war. It is less· than t hat and the $30 billion v-re 1vill have 
in 1973 is after maki ng allmva<'1ces for other increases and expenditures. 

George Perry : Could I add a footnote to that? If you >·Till notice at the 
top of page 4, we use the figure Gross Budget Leeivay, $64 billion, and 

·. ;..--: that's ~~r disappearance of surtax and the expiration of the excise taxes, 
etv~m..,, from that $64 billion, you see v-;e have already provided for 
$13-$14 billion of increases in social security benefits which we are calling 
virtually automatic because Congress, as a matter of record, in the past 
ha~ always expanded benefits up to the reve nues that were available. No-w, 
that does n ' t mean that the President v-ion 't have some discretion on this. 
For example , if you have the kind of President that we hope we will have, 
he might say : Well, l et 's use some of that £Ex to relieve taxes on ~he lower 
income groups , or increase the bene:fi ts for the lovier income groups. But the 
fact that .~13-$14 billiol! will be spent on increases in social security 
benefits is just a fact of history . 

c And 1ve have a $7-$8 billion increase in the 'Federal aids and a $8 billion 
increase in transfer payment s and a $7-8 billion allO',rance for pay increases. 
All of those come out of the $64 before vle talk about the discretionary 
$30 billion that is left over . And I think that is very important to get 
across. 

(Question) 
b 

$7.0 !!illion 

(Question) 

·.'}..,. 
)' 

assuning there is a very rigorous review of military budgets. 

That's S70 billion ex-Vietna~D. . . ~ 

. . --- _-::.,..._•_ ... _ 
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$64 is after • • 

(Question) 

In the neighborhood of. $20 million. 

In essence, aside fr<xn immediate changes in economic changes, this 
is kind of a balanced full employment budget. Simply in the sense that \-

\ in calculating the amount of e:x--pendi ture availability, you set expenditures \ 
roughly to equal. revenue. \ 
(Question) 

for this fiscal year including $2 1/2 
billion addition announced by the President last ~·1arch iWtlld be $81 million. 
Now, there is a good bit of talk of taking Saile of . the $6 billion expendi tUYe 
cut out of that ; ·-so that it 1o."Duld be $81 minus something. 
(Q.uestion) 

Ags.in, I ~.·ould like to give the flavor of the 370 as a round number . 
(QuestiO!:) 

that $6!~ billion gros s ·,.-ill b e avs. ilable. 

$35 billion round n~bers 

I~avi::lg 
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billion 
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so::r..ething 

policiEs. 

It says 

like 

or.. 

_ ... _ :r--,o­..... .......;,..___ .._ _ 

_. 

<·· 

I 
I 
1-

\ 
I 
I 

! 
r 
! 
I 

I 
I 

\ 
l 
I 

i 
I 
.\ 
i 
I 

1 
I 
I 
i 

I 
I 
j 

• I 
! . 

• I 

i 
\. 

i . 
I 

! 
i 
I 
I 

I 
I 

-I 

l 
I 
I 
I 
I 

i 

__ ::..____~ . __ , --_-:_-_ -_-:::_ :-__ -- r-l 

l 
i 
~ 



- . ' 

------ ---·----~------.__.::.
~~~---------~

~....;....< ...... 

- 15 -

you've got to keep in mind t he difference betiveen the Vietnam peace divide-r.-<3. 

- .. 

of about $20 billion and the grry~h dividend which com~s to $13-$14 bl llion 

a year of automatic growth in Federal revenues. 

(Question) 

No, simply in making the assumption we would assume that you 1-rould get 

the full benefits from Vietnam within terms of budget expenditure cuts 

within two years. So, if you start dmm with '69, you pretty well have it 

by '71. And you can still slip it a little more and the '73 figure would 

be unaffected . 

: (Question) •· 

Let George >-rho has b een making the calculations give you a little more 

about that. 

Well, if we think of a number before taking any automatic mvay from it, 

we are -probably t alking about _$15 1/2 - $16 billion. In this very rapidly 

growing economy that vre see in the future, you do have , I mean there is 

some claims that come i~~ediately out of that. Some of that is trust fund 

money. 

(Question) 

Yes, that includes a lot of that include s trust fund money which 

is automatic. If you ask then wha t it is after the Social Security Trust, 

you're down to something like $13 billion or $12 l/2. Now, I don't know which 

/ number you are interested in. 

(~uestion) .... 
·- ~ - ,. 

Oh, the difference isn't that large -- . I mean that's an average. Let's 

say that would b e the average bet'treen now and 1973. Perhaps it would be 

$12 1/2 next• year . The ·number grows, of course, with a grovring economy . 

. __ :~ 
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-·------- ---- ----
' (Question) - , · 

$7 sounds low, even as a ~ecollection. Normally, about $9. 
--- -- _L ·~· In 1964, we talked about $7. vfuat's happened since then has been an expanded 

economy -- it was an underestimate. Also, expansion of the rate of inflation, 

don't forget inflation increases the GNP and adds to the automatic revenue 

growth. In 1964, we were dealing with a ::m~ 1.2% price rise 

and what's built into this estimate is 2 1/2%. 

We are approaching during this period a trillion dollar economy. The ratio 

(indistinguishable) 

No, there is not a great amount I can add to that. X $20 billion isn't 

that nice, hard a number. It is hard to estimate -- it is our best estimate 

looking at a l~t of things. It roughly checks with an estimate which you 

get by going back to 1964 and assuming non-Vietnam expenditures were roughly 

constant, and then xRhx±x subtracting out you actually get a little less 

than $20 billion that way. _So, you know, it checks OuT WITH that kind of 

approach. What is the incremental cost of Vietnam? Well, that's one other 

way to check it. Assume that you had the 1964 real level of military 

spending outside of Vietnam, price it up to today's prices and take the difference. 

(Question) 

. No, if it turns out that 'lrhen you twn Vietnam off, our estimates are a 

little low, admittedly, this leaves some more one can take out. But on the 

basis of looking at in~rementai· costs, we would say that $20 billion is about 

the best we can come out with. I wouldn't fall over and drop dead if someone 

were eventaally to prove $24 billion, nor would I if someone were to show 

Charlie, am I correct in saying and I ask this for my a....rn information 

that a $20 billion peace dividend, saying that the peace dividend is $20 billion 

fs not necessarily saying that the incremental cost of Vietnam is $20 billion. 
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Because the peace divident has to take into account the fact that certain 

repressed inventories, for example. As long as you are_producing currently, 

y~ don't need to build up such stockpiles. : . 

No, No. 

The way the inventory buildup affects the figures is that you cut your 

spending a little more slowly than you otherNise would. The $30 billion 

is our estimate of the incremental cost of Vietnam in round numbers. 

(Question) 

Yeah, you just come d~m a little slower. You cut your production lfnes 

a little slower and build them up before you cut them off. 

(Question ) 

vlell, look, this is simply the difference between an accounting cost 

which estimates what the total cost of what's going on in Vietnam. I am 

perfectly "Tilling to accept that $30 billion is not a bad estimate of that. 

What you are ~~ saying is that a lot of that would have been incurred in 

any event_. N~·r, there are some other things · that are built in on the xx side. 

Military family housing has been postponed. A normal budget, excluding 

Vietnam, would have had a higher level of military housing than we have had. 

All of these things enter into that incremental cost. 

(Question) 

Yeah, but nevertheless if you go back, you will recall that over the · 

last three to four years, there has 9een a big postponement in construction. 

So, even construction for a force, excluding the Vietnam force, would require 

additional militarr·y ••• ~d there are a number of things which have been 

deferred or delayed. 

(Question) 

• Yes. 

(Question) 
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. Well, I'd say if I am asked and wanted, yes~ I think I ~11, We have 

certainly been trying to provide the Vice President with a wide range of 

·--- - - - views on foreign policy, domestic policy, welfare policy, economic policy, 

and I am quite confident in my mm mind that the platform of the Democratic 

Party will reflect these forward LOOKing progressive views and I believe that 

whoever is the candidate, and I am uonvinced myself it will be Hubert Humphrey, 

but whoever is the candidate, will pursue those views, and I would be glad to 

be helpful. 

(Question) 

- Well, as you know, Congressman Boggs whox is chairman of the Platform 

Committee issued a letter to the Vice President asking him to submit whatever 

views he had with respect to the platform and he designated a small committee 

chaired by David Ginsburg and many views have already been submitted to 

Cong. Boggs from the staff workers of the Vice President. 
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