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: PRESS COHFERENCE
TASK FCRCE CN THE ECST VIETNAM BUDGET
AUGUST 13, 1968

Vice President: I'll take just a moment to open this press

0 conterence and introduce to vou the members of the Task Fcrce
that will be reporting to you today as thev have been reporting
to me this morning. First ¢f all, I want to ackncowledge the:
presence of Repert lathan who has been chairing our whole
operation on Task Forces. 1 just asked Mr. Nathan how many of
the Task Force groups we have presently at work, and I believe

32. Trese Task Forces represent some of the best
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talent in this na*ion on a number of subiects that will be of

great importance to the next President of the United States,

and will be of grest impertance to the national econom . We
3 F Y

have nine Task Porc

m

s alone on subiect matter relating to the

rh

‘Eﬁ economy, such as, for example, income maintenance, Task Force
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on Inflation, cur trade and balance of tayments problems, taxation,

fiscal policy. There are others, but some of the very best-talent

.

that we can find in our country are giving of themselves Treir

talent is being made available and the individuals are giving

of themselves to me in an advisory capacity

@ have the Tz

‘deal of ‘talk about what may be available in terms af resaor

. This morning, we
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the process ot de-activaticon or demobilizatinon for the Vietnam

War starts. The members of the Task Force will explain to you
their assumpticns on this matter for the purvcses of their
report. i =

Ve have as the co-chairman of the Task Force on Post

Vietnam Budget Cutlook, Dr. Gecrge L. lerry of the University of

Minnesota. Mr. Perry is bere and we also have Dr. Charles

————~-8chultze, the former Director of tne Bureau wr the Budget.

We have other members, some of whom could not be with us
this mornin3y -- Washington economist, Dr. Gerhard Colm, but we
do have Dr. Ctto ﬁckstein, Professor of Economics at Harvard
University, and this morning, Dr. Paul MacAvoy of Massachusetts
Instiﬁute cf Technology, cculd not be with us. He has been
with us on other occasions. We also have Dr. Joseph A. Pechman,
economist who is with us here in Washington, and is one of the - |
most respected in his field. And Dr. Walter ileller who is the
former Chairman of the President's Council of Fconomic Advisers,
organized this and other Task Fcrces irn the econcomic area.

I think you would be interested to know that we, of course,
feel and understan&~tne interdependence and the interrelétionship

of several of these Task Forces. Dr. Ecksteinrn is chairman of

udsg

-

(o
]

.

the Task Force on Inflation. Whenever you talk about
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outlock, vou must surelv keep in mind what inflaticnary precssures

will be at work in vour preoiections. Dr. Pecrman is the chairman
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of our special Task Force on Income Maintenance. This, likewise,
is deeply involved in what happens tc the peace dividends, the
resources that might be-released folleowing a cease-fire in
Vietnam. We will have Charles -- our friend, Charles Schultze,
who is a member of the Task Force of Administration and Manage-
ment. It's our view that any programming of the future must
concentrate on new forms of manasement, on improvement of admin-
istrative structure and administration itself. Wwe also have
with us Dr. Branscn, Professor of Economics at Princeton on
the end of the line there who works as the Executive Aide to Mr.
Nathan and belps us manage all of these Task Force operations.

I will just 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 community
helping us in the Task Force operation. These Task Forces have
not been given any instructions by me other than one -- to come
up with the best information that they can possibly produce in
the areas to which they have lent their talents. Tre Task Force
reports represent the thinking of the Task Forces. They are
Advisory Reports;.tﬁgy are;Informative Peports. They do not
necessarily represent the ultimate views or the ultimate decision
of either the candidate or the person that will bhe elected. I

. )

can say to you that I am highly honored by the

these men. Not only this group, the Task Force on Vietnam, but
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on all others. And from time to time, you will get informaticn
on these men and wcmen, and I hope that ycu will see fit to
bring it to the attention 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, gcod information - the
best that our people can produce. And 2ll the way through this
campaign -- even in the heakt of it -- it is my intention to meet
from time to time with Task Force members and chairmen so that

talent and

T will be asfell posted and informed as my/capacity permits me

to be. :ow, with that Mr. Nathan, I turn it over to you, and I
am goin- o les=ve the room and permit you to make your inquiries

of our membhers here. Thank you very much.

Mr. Natkan: Thank you very much, Mr. Vice President. I will just

be very brief and say that this release which has been given to
you represents a summary -- a2 summary ot the analysis to date of
this Tas)k Force on Post Vietnam Budget Cutloock. And you will be
receiving reports from many other Task Forces as we proceed with
getting these reports into shape -- they are coming in quite

\_‘_ -. - .
rapidly now. I want to &mphasize one point - that these stahe-

ments tr=2t we will b

;

> releasing like this are the positions of

the members, cf the Task Forces. These are tte summaries and
there will te more detailed information, but these are the summary
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positions of the Task Force members and we hope to make available k® members

6 the presc as these additional statements are forthcoming in the domestic

race
fields of welfare, 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, Walter Heller you might take over and then you will have the

Task Force to question,

Walter Heller: Well, again, I don't wart 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 that had been coming out earlier from various people -- Schultze,
Eckstein, Heller, Pechman, etc., and he really wanted to get down to the

bottom of what is going to be available, both from the peace dividend and

and from the growth dividend in the fowr years of what he hopes to be his
Presidency. And we tried to help on that score, He asked a number of penetrating

probing
and pmigrmrk questions that are going to lead 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 sag this) this is by far the most penetrating,
the most complete and comprehgﬁsive look at this post-war revenue and

expenditure picture that anyone has made. And I think we are going to have
a more solid basis from here on out. Now, the Vice President has suggzested

that when we make such revisions and fill in a few of the blanks that still

exist, he has suggested that a more detailed paper be made availab
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o the President could operate, liow, let me g0 on to make a ccupls of obvious
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one form or other, Final plans have not been mage as yet, but we have some

hopes that tne fui1 detail will be made availeble within the next few weeks,

And with that, I think,.,

-

Q.2 Mr, Heller, could you just give us some idea of what does lie ahead

in terms of peace..,?

Heller: Well, I think I ought to turn this now Lo the co-chairmen of the
Task Force, Charles Schultze ang Seorge Perry, and T will let them fight

between themselves, Charlie, why don't you start offs

Charles Schultze: George did all the worx and I'll talk. TIn essence, this
pPaper attempts to put four things together in terms of looking at the Tuture

budget Prospects given peace in Vietnam,

One, the owth of revenues which accom anies economie growth:
3 P =1 2

Secondly, the Tesources that would be made avzilable b the cessation
J3 y
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of hostilities and no longer having to spend funds in fighting the war in

Vietnam, offset by two thinge the expiration of the surtax and the automatic
b i R | L

built-in increases in Federal expenditures., . : Raid

The paper then attempts to come to a very tentative and rough conclusion e

L ang 5 and in essence, in, round jflumbers, it says that by Fiseal 1973, the

taking a look four years out at how rmeh discretionary, if you will, digczaﬁioﬁaf§

funds would be available to the President for expanding existing Drograms z

and initiating ney ones. And I think the ey part of this Summarized on pages :
. N 5

sum total of these four kinds of developments given peace in Vietnam should

leave about 530 Yillion in terms of discretionary budget resources with which

g
s
2

qualifications on this ,

In the first place, it ig impossible to pin down precisely what the exact 3

incremental add-on cost of the Vietnam war is, And 50 the estimata nere rust




c cessation of hostilities in

Secondly, in making any Judgments with respect to the amount of discretion-

ary spending that the President would have available it ig necessary to make

Some specifice estimates with Trespect to how much other expenditures woulg more

or less automatically 8row because of pay increases, Price *ncreases, growth

in Population, Pricing out of existing approveq military brograms, and the

like, So, again here, there are a number of Judgments that enter into it,

And various kinds of budgetary attitudes, for eXample, toward nilitary spending

~would raise or lower the $Ockx $30 billion dige etionary amount by a significant

§c=&3n~¢4gbk4

amount. In other words, military Spending keywema Vietnam military spending

could be significantly higher or significantly lower than the numbers implicit

in this projection, depending upon the precise Posture with respect to

»

Screened to defense Programs, with respect to Toreign policy overseas commit-

ments, with respect to our strategic Posture, for €xample,

Nevertheless, Che $30 billion is our attempt to give 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, 1p order to make the estimate

make
available to the Vice President, we have to/some assumption with respect to

we chose for illustrative bPurposes a cease-fire on January 1 (roughly early
'69 and six months later, a beginning of withdrawal ang de-activation of
U.s. troops. I want to emphasize that this is an illustrative assumption,

and it is by no means an attempt toprediet,
(Question from the audience indistinguishable)

The military numbers? Well; din effect, the military number netied after
+ =

Vietnam with Pay and price increases woulg range in the 370 billion ares,

in Piscal T3,

Vietnam, and for Durposes of presenting an estimate,

it i i At o




' c - (Question

from the audience indistipguishable)

No, it does not, In other words, it attempts to - ang a2gain I have to

emphasize that this is neceséérily rough -~ it attermpts to Project into the

future two xind of things, One, a kind of 5 present military Posture with

L where at the same time, a Pretty strict budget reviey of the military weapon

systems needed to keep us in that posture., I guess that is about the best way

- to describe 2t

(Question from the audiencs indistinguishable)

‘Well, not in the senge of the built-in €Xpenditure increases we have

in here, no. . .

c The totals that Charles has been talking about are totals before you make

diseretionary increases with the room that you have ¢o make such discretionary

inEYEgEER expenditures in, ang that would ra11 into the class of discretionary

expenditure -~ in the Sense that what we are callirnz known discretionary

things are things that are automatic :~~ things coming from existing legislation

or things which we know about work load increases or assutptions asbout

C’inflation énd pay increases,
(Question from the audience indistinguishable)

Let's make g number of points with respect to that. 1In the first Place,

let's turn that around positively, £nd susgest that

to -
in Vietnam and given Some time for this/work its wa

with an end to the war

v throuzh obviously in the
Vietnam
with regpect %o non-iitervy

‘;;military eXpenditures, hus substantial additiona] resources could be fresd

budget ang with ke g relatively hard-headegd policy

in increasing amounts, starting out relatively small, but in increasing amounts
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for social Programs. To say it your’ way on the other hang, certainly within
the next several vears. If Vietnam hostilities don't cease, the room for

added social programs will be quite small.

(Question from the audience)

The Vice President had nothing whatsoever to do with thg assumptions
which we made in this paper. we were giving him an exercise, not him giving
us one, .

(Question: why d4ig you pick Jamary 17)

Well, T'1l tell you -- if you like, we can shift the whole thing back
six months. e can start in July 1 with cease-fire and January 1, it wouldn't
affect the 1973 numver, There was no specific reason to pick this, Simply,

we had to vick a date and we started with early '69 as an assumption.

It has nothing whatsoever to do with any prediction with respect to the outcome

of negotiaiions in Paris. It was simply a convenient assumption to start with,

You can run through the exercige by shifting that six months into the future,
a year more into the future, it woulan't change the '73 numbers. It would

change the fiscal 70 ang o P enineverawnd

(Question indistinguishable)
In this particular set of assumptions, yes. Am I right?

YeS . . ’\_.__ *

(Question)
The level of economic aid to Vietnam right now is in the neighborhood of
.
@ half billion dollars and to be honest with you, we didn't make any explicit
assumptions hefe with respect to that, As }r. Perry indicated, there is
$30 billion dollars approximately of budgetary room available for g new

Fresident to uke by 1973, and this could ve one of the things that it couwld pe
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about Vietnanm and predict for me right

¥ e didn't yant to do that,
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I cant answer that, Bart, for severg]l reasons, one, that woulg require

LT
& detaileg set of alternative-scenariOS with respect to dates, And two
& 2 T

it woulg depend Obviously upon the ecg

(Question)
Again, clearly if there jig 4 Yyear's Postponement of the cease-fire ang

deactiv&tion, the likelihood or having to extend the Surcharge will, of course,

be substantially greater, However, again, I don't think the Eroup as a whole

want xk to et to the point right noy of making the X

which woulg he Necessary, mey in order to make the fina)l decision with respect

the moment, Yooy gk
BEAIR Yo are trying to S&y that given full employment, what are the budgetary

to Surcharge extension, With or without Vietnam at

resourcesg available, yo are not trying to make an economie forecast of next
Year.,

(Question)
I'd take it the vay it reads, It says t}
of Vietnam forces is underyay, rart or a1

extendeq, The Tas

We did not want at thig

Very clearly, It is obviously ap important point,
¥ =l R g ; 4 N x .
stage to maie a predlctlpﬁ'lrﬁggg;“sense of faying: Talkae Some other assunption

=10 OV what we should 4o about %ths surtax.

i
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c;stion)

That s without the surcharge. Wwith the most optimistic assurption that

/
e made abouu the end of the war and Wmth u“e curtex expirking. Now, you

e / . .
that if you were too optim nigtic @bout +his war-end

re very near the 11ne
) 2

X . o ‘ e P
yssumption, it would cost you guite & bit. You are not in an area where you
2 v

“FE s 1ot of money to spend, so that the possibili

'+ be ruled out. You are

ty that the surtax would

have to be extended in part can near enough to the
from

gero merk, I think, that =k this point,

you would have to keep it or dismiss it.

we wouldn't want to meke a firm

projection on exactly what conditions

(Question)

Tor the purpose of this exercise, the price assuwption was something of a

pro forma assumption -- that is, there is a Task Force concerned with the
nflation provlen specifically. Our assumption for working purposes was at
\

:s in the neighborhood of W to

a rate declined from the present rate which 1

We would hope that the decline is fairly

the neighboriood of 2 1/2% by 1973.

steady throuih the period. I think we would want to concern ourselves

ways of
with/slowing inflation further than that.,

cghes tion)
This is -- this 1o0ks forwerd to the rolease of 550,000 men from the

Armed Forces, which make an addition %o tne labor force. IT assumes that

you return £o below 4% unemployment 1T you £9 above it, within the next year,
ff you return to it by later in the period. Ang in effect, yes, & labor force

growth which approachas 2” annually as the period goes On.

(Question)

g that., Let me glzborate 2 1it4le bit on the problen

I am zlad you asie

. g
@ Oof social Drograws, and timing. The Dress release talks about +wo DUmDErs,

1. round

e

giving &ll the assumptions it makes, 32

numbers in 1973, £30 pillion in 1973. Now given the lead time -and clearly

B o T R L 2 z :
b o T A L TRy,

- v— ‘
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it will groy between '70 ang '"73 == it is not géing to be stable ang all of

& sudden jump. Now given the lead time both technical ang managerial for
expanding efficiently existing major social programs or for developing new

ones, clearly the implication of this document should not be that there is
4

evenjin‘Fiécal 1970 or in the next calendar year, 1969, no room for social -

inventiveness.I ® think what 1t does mean is that the fruits of a reduction

in expenditures on Vietnam will come gradually and that the'timing of expenditures

On new programs would have to be fit into that. But it does not mean, as I say

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 g $30 billion
war. In a sense, the war in Vietnam in one Sense may be said to be costing
$30 billion. But some of that expenditure would have been made had there
been no Vietnanm. You know, B-52s don't sit on the ground ang fust in peacetime;
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 baper, the Task
Force did not assume that a cessation of hostilities woula allow $30 billion
to be taken out of the military tudget, Rather, a smaller number. Because
of the fact that SOme-of those expenditures continue anyway.

Secondly, the $30 biilion av&ilability in 1973 does not mean that that
is all the eXpansion in programs which will occur, Rather, that is the
amount availab;;ixx over and above the kind of inevitable expansion that is
likely to occur, Ehere will be pay increases., There will be inereases
undoubtedly in social security benefits, Things of this nature are onitop
of the $30 billion. The $30 billion is a measure of the discretionary

Sum available 5 the President, excluding automatie increases ang expenditures

A s B e e
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In summary then, the $30 villion isn't the measure of the cost of

the Vietnam war, 1% ieg less %

han that and the 330 billion we will have

in 1973 is after making allowances for other increases and expenditures,

George Perry: Could I add a f

ootnote to that? If you will notice at the

top of page 4, we use the figure Gross Budget Leeway, $6h billion, and

J that's after disappearance of
etec. Now, from that 464 billi
$13-$14 billion of incresses i

- virtually automatic because Co

g

surtax and the expiration of the excise taxes,
on, you see we have already provided for

n social security benefits which we are calling

ngress, as a matter of record, in the past

has alwavye expanded benefits up to the revenues that were available., Now
: o X 3 )

that doesn't mean that the Pre
For example, if you have the k
he might say: Well, let's use
income gfoups, or increase the
fact that 513-$14 billion will
benefits is just a fact of his

- And we have a $7-3S billi

increase in transfer payments

sident won't have some discretion on this,

ind of President that we hope ﬁe will have,

some of that fax to relieve taxes on the lower
benefits for the lower income groups. But the
be spent on increases in social security

tory.

on ircrease in the Federal aids ang a $8 billion

and a $7-8 billion allowance for pay increases.,

All of those come out of the 364 before we talk about the discretionar
7 B4

$30 billion that is left over.
across.

(Question)
b "

And T think that is very importent to get

»

$70 xillion assuming there is a very rigorous review of military budgets.

(Question)

That's $70 billion ex-Vietnan,

B e b e .
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$64 is after . ,
(Question)

In the neighborhood of .320 million,

In essence, aside from immediate changes in economic changes, this

is kind of a balancea full employment budget. Simply in the sense that

v in calculating the amount of expenditure availability, you set expenditures

fpughly to equal revenue,

(Question)

~ The military budget ?rojected for this fiscal year including $2 1/2
billion addition announced by the President iast Yarch would be $S1 million,
Now, there is a good bit of talk of taking some of the 3£ billion expenditure
cut out of that, so that it would be 381 minus something,

(Question)

- Again, I wouwld like Lo §ive the flavor of the 370 as a round muber,
(Question)

No, this doesn't arply anything et 211 with respect to this. It s&ays

&) wiyvs : i o R e
that $6% dillian §ross will be available, e 2stimate something 1%

5

T = - - “‘“f‘\'-:""!-: i = - . - — £

+8avIng rourd numbers 330 billiom avallatle Tor budgzetary lesway for
- - - . 3 - = - 32 - - ks B2 -+ -

Program expansion ar ts Feluction, deperding uron the rolicies,

(Suestion?

You know very roughly, vErry., very TOUSNEy, the Fiosal 1073 seiaw

* et A S s STy YERY SUAE WSS Semonl SN BimET

won't be gfPsctes ¥ & sliy over s vear or & JeEY end B hElE. Coviously,
the interyens years will., Xow, beress <hat, tmare g Scthing zors 4hst
1 o8y »eeiiy veslElly t2l) v, ISty

It's fair 4o S8Ys 252'% It Charlfe, thag i Fo2U Isvelad off Vietsee
¥aere IS is aow, 353 Torbid, you v thes vietnawm sses v Pan ISEDE,, BhE
fovwth Iivdend et §TLLI make sutetariian TEVEIuEs 2vallzlls, T omaze
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you've got to keep in mind the difference petween the Vieitnanm peace dgividend
of aboﬁt 420 billion and the erowth dividend which comes to $13-31% billion
a year of automatic growth in Federal revenuss.

(Question)

No, simply in making the assumption we would assume that you would get
the full benefits from Vietnam within terms of budget expenditure cuts
within two years. So, if you start down with '69, you pretty well have it
by '7l. And you can still slip it a little more and the '73 figure would

be unaffected.

- (Question)

Let George who has been making the calculations give you a 1little more
about that.

Well, if we think of & number before taking any automatic away from it,
we are probzbly talking about $15 1/2 - $16 billion. In this very rapidly
growing economy that we see in the future, you do have, I mean there is
some claims that come jmmediately out of that. Some of that is trust fund
money.

(Question)

Yes, that includes -- 2 1ot of that includes trust fund money which
is automatic. If you ask then what it is after the Social Security Trust,
you're down to something like 413 billion or 312 1/2. DMNow, I don't know which
nurber you are interested in.

(Question) :
i x
Oh, the difference jsn't that large ---1 meen that's an average. let's

say that would be +the average between now and 1973. Perhaps it would be

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

———— ——t
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(Question)

$7 sounds low, even as a recollection. Normally,.about $9.
In 1964, we talked about $7. What's happened since then has been an expanded
economy =-- 1t was an underestimate. Also, expansion of the rate of inflation,
don't forget infiation increases the GNP and adds to the automatic revenue
growth. In 1964, we were dealing with a mnmxpmremmix 1.29 price rise
and what's built into this estimate is 2 1/2%.
We are approaching during this period a trillion doller economy. The ratio
(indistinguishable) '
No, there is not a great amount I can add to that. ® $20 billion isn't
that nice, hard a number, It is hard tb estimate -=- it is our best estimate
looking at a lot 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 muhskx 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. I
(Question) !
No, if it turns out that when you turn Vietnam off, our estimates are a
little low, admittedly, this leaves some more one can take out. But on the L
basis of looking at inérementai 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 eventmally to prove $2L billion, nor would I if someone were to show

L

$17.
Charlie, am I correct in saying and I ask this for my own information

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

is not necessarily saying that the incremental cost of Vietnam is $20 villion.
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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,
you 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 otherwise would. The $30 billion
1s ovr estimate of the incremental cost of Vietnam in round numbers.
(Queétion) . .
Yeah, you just come down a little slower. You cut your production lines
‘ a little slower and build them up before you cut them off.
i (Question )
Well, look, this is simply the difference between an accoﬁnting cost
fﬁ which estimetes what the total cost of what's going on in Vietnam. I am
perfectly willing to accept thet $30 billion is not a bad estimate of that.
What you are xymx saying is that a lot of that would have been incurred in
any event. Now, there are some other things that are built in on the == side.
Militery family housing has been postponed. A normal budget, excluding
Vietnam, would have had a higher level of military housing than we have had,
&'" A1l of these things enter into that incremental cost.
(Question)
Yeah, but nevertheless if you go beck, you will recall that over the
last three to four years, there has_been & big postponement in construction.
So, even construction for a force, excluding the Vietnam force, would require
additional militéry « « «And there are a number of things which have been
deferred or delayed. l
I (Question)
-' Yeé.

(Question)
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Well, I'd say if I em asked and wanted, yes, I think I will, We heve
certainly been trying to provide the Vice President with a wide range of
views on foreign policy, domestic policy, welfare policy, economic policy,
and T am quite confident in my own mind that the platform of the Democratic
Party will reflect these forward 100King progressive views end I believe that
whoever is the candidate, and I am gonvinced 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
Coﬁmittee issued a letter to the Vice President asking him to submit whatever
viéﬁé he had with respect to the platform and he designated & 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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