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Economics-- once called the "dismal science 11 
- - is 

certainly living up to its gloomy nickname these days. 

The cost of living rose faster than in any comparable 

period in the last twenty years. 

-- Interest rates hit their highest level in well over a 

century. 

-- Homebuilding all but ceased and --- as the President himself 

admits -- we are in the midst of a housing recession. 

I oo111s~ 
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Labor productivity, after a de~ade of steady progress, started 

down. 

Unit labor costs have jumped seven percenJ the sharpest 

increase since the Korean War. 

Corporate profits declined d ra mati cally. 

The stock market (the Dow-Jones index}- has dropped almost 

200 points.; 

-- Moreover. the new; is getti n g worseJ nf I ati on -- the wage -

price spiral - is accelerating. 

~ n December 1969 --the last month of the decade --the cost of 

living rose at an annual rate of over seven pen:ent. 

(1 n the same month, the wholesale price index went up at an 

annual rate of 8. 4_percent. -L.. Between December and January, unemployment rose from 3. 5 percent 
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The healthy ec~nomic growth of the 
"'*'to'\ 

is gone and we are into the sluggi sh economy 
" 

The President calls these depressing developments '~lowi~ 

pains." I call them "sinking pains"-- they give me a sinking feeling • .. -=- == .. 

in the pit of the stomach. 

LThe President disowns responsibility for all these events. 

seeks to pin the blame on the Democrats. 

That simply won't wash. 

A president can't pass the buck upwards, downwar~s, or sideways, 
use 

He...most certainly can't pass it thirteen months backwards. 

~Where prices are concernedJ the President acts like a passerby 

who sees a hold up going on-- but doesn't think it is his business to 

call the police. 

The President has sat in si lence while prices and interest rates 

have gone up and up· 
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Most American corporation~ will act in the public interest and 

· exercise restraint when the President asks for their help. There is 

considerable evidence to support this statement. 

~ ~th u r OkunJ former chairman of President Council 

of Economic Advisors, has come up with some si nificant fi ures in this 

regard. . . ~~ 
~ He listed the key industries affected by "jawboning" -- the 

industries that President Johnson challenged to hold fast on wage -price 

guide I i nes. 

L Okun's figures show that this moral pressure -- this "Jawboning" -­

is effective~ In 19681 for example, these key industries raised their 

wholesale prices by an average of only one percent .. 
t 

During 1969 -- under the neM look-the-other way rules :WI 'q 

of six percent. 



\45u 
-5-

Wi ro is ilRQther 9 ¥3 mple pf Qrosi Betlltial i ABOtioii iII l~te 

inJIM1orFbattle: • 

4ast year ..... tellilll"'ll&t Congress provided the President 

with the authority to impose selective credit controls. 

Such controls, applied to business investment and inventory 

build up, could have been of real help.~ They could have eased the 

credit crunch for the building industry, for state and local governments, . ... 
and for consumers. , 

comfort this Administration is ~ring the American 

We get an increase in unemployment for - -- --what? 
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----For an economy that will continue to stagnate; 

----For a continuing inflation, perhaps at a 

slightly lower rate; 

----For curtailing vital medical research; 

----For limiting our investment in the education 

of our children. 

~ As one eminent Republican, John W. Gardner said, 

"It is not enough to smile bravely and tighten the 

belts of the poor." 

Let's stop this phony shadow boxing. Let's 

light into inflation with both fists • ., 

To begin with, let's put an end to wasteful 

expenditures in government and once again re-examine 

the outlays for new weapons and other military costs. 
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The Defense lepartment is proceeding with 130 

new strategic and tactical weapons systems. The final 

cost, by present projection, will be $140 billion. 

And these figures -- already $20 billion over original 

estimates -- are certain to rise further. 

t:__The Defense budget - cut over $5 billion by the 

9lst Congress - can and should be reduced. 
< ' 

"Next, we must enlist the responsible majority of 

business and labor leaders in the effort to bring the 

wage-price spiral under control. 

involved itself 

in price and wage movement in key sectors of the 

economyf~t's time to take steps to resist increases 

which, in the light of profits, productivity, and the 

degree of competition in these sectors, appear to be 

unjustified, and contrary to the public interest . .. 
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We also need to take a hard look at the inflationary aspects 

of government policies with respect to procurement, -.., 

anti -trust enforce men~ trade restrictions and the I ike. 

&.elying exclusively on monetary and fiscal policy as '*'"" 
-is fighting inflation with one arm strapped 

behind. our back-- particularly at a time when rising costs-

rather than excessive demand --are ushin rices up. 

L We need price stability, not only for its own sake, but 

to get back to full employment, full production, and vigorous 

and sustained economic growth. 

L The President himself has forecast a $1.4 trillion Gross 

National Product in 1975 with federal revenues, at present 

tax rates, climbing to $266 bill ion. 
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We need those dollars if we are to meet the pressing 

domestic needs of our nation 0 0 0 

0 0 0 If we are to make full use of our vast human potential; 

0 0 0 if we are to give each and every American as much 

education and training as he can usefully absorb; 

0 0 0 if we are to root out the structural faults in the 

American economy which historically have produced the costly 

trade -off between inflation and unemployment; 

0 0 0 if we are to effect basic reforms in our economic 

system and make stable growth a reality instead of a pious hope; 

0 0 0 if we are to make the necessary reforms in traditional 

institutions, public and private, that are failing to meet today's 

needs; 

0 0 0 if we are to make the instruments of government -

local state and national - more responsive to the people ; 



CO\ l,G3 
-10-

... if we are to restructure certain sectors of 

the economy, such as health care and the construction .. .. 
industries, so they can deliver goods and services 

at prices people can afford to pay. 

~A sophisticated economic policy adequate to the 

challenges of the 1970's must recognize the need to 

b~a~l~a~n~c~e~~o~u~r~~~·orny and our society as well as our 

be concerned with jobs and reasonable . ... 
access to credit as well as concern about inflation. 

~A sophisticated economic policy must ensure 

equity for all elements of our society - small as 

well as big business, horne buyers as well as horne 

builders, farmers as well as housewives/ the 

unemployed, the self-ernpkyed and the salaried worker. 
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Above all, economic policy must ensure equity for 

those on fixed incomes, the pensioner, the elderly 

on Social Security, those who have saved for the 

day of retirement. These are the victims of inflation -

and they are the ones least able to protect themselves. 

With sustained and vigorous economic expansion, 

coupled with stringent economy in defense and other 

high expenditure areas, we can mobilize the necessary 

resources. We can do the jobs that need to be done. 

We can make our air and our water clean again. 

We can rebuild our cities and house our homeless. 

We can make our streets safe to walk in, by day 

and by night. 

We can carry out the far-sighted recommendations 

of the Kerner and Eisenhower Commissions. 
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We have, in our miraculously productive American 

economy, the means and the resources to treat these 

needs. We need the political will to use them --

and use them with intelligence, patience and 

determination. 

It is our job as Americans to mobilize that will. 
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