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I am pleased to have this opportunity to meet with 
you today and to share with you some of my ideas on the 
economic and energy situation in the U.S. 

I am sure all of you would agree that I have assumed 
the chairmanship of the Joint Economic Committee in the midst 
of one of the most difficult and complex economic periods in our 
nation's history. 

But I do not share the pess1m1sm of the Presidentrs 
Annual Economic Report. Things don't have to be as bad as they 
predict. 

I strongly believe that there are certain positive steps 
which can be taken now to reverse the current decline, generate 
increased output and income, and get many millions of Americans 
back into productive jobs. 

I will spell out these major steps in a moment. But first 
I want to indicate briefly the current economic situation and 
where the experts say we are headed in the near future. 

I will not dwell on the current statistics too long. 
They are as well known as they are disturbing and depressing. 
Unemployment rose by a full percentage point last month to 
8.2 percent; that means 7 1/2 million workers jobless. Also, 
the recent three month increase in unemployment is the largest 
since the Great Depression. 

Accompanying this sharp slump in employment was an equally 
serious drop in our nation's output. And this drop spells lower 
per worker production and declining productivity. The sad fact 
is that worker productivity in the fourth quarter of 1974 was 
3.7 percent below that of one year earlier. 

The real GNP declined at a 9.4% annual rate in the fourth 
quarter, bringing the total decline for 1974 to five percent. 

At the same time, prices continue to soar. 

The GNP deflator, the most comprehensive measure of 
price changes for the entire economy, rose at an annual rate 
of 14.4 percent in the fourth quarter of 1974. 

I wish I could nmv switch things around and say that the 
outlook for this dismal state of affairs is to be dramatically 
turned around. Unfortunately, none of the forecasts available, 
including the Administration's, allow for such optimism. 

The Administration has forecast that unemployment will 
average 8.1 percent in 1975 and 7.9 percent in 1976. Just 
two weeks ago, Alan Greenspan told our Committee that he expected 
unemployment to peak at around 8.5 percent by mid-year. 

Regrettably, even this two-week old forecast appears to be 
a serious understatement. Moreover, the Administration forecasts 
that unemployment will not dip below 6% in this decade. 
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For 1975, the Administration foresees a decline in real 
GNP of 2.3 percent, and this assumes that the economy will 
begin an upturn in the second half of the year. 

A fact that I find truly shocking is that the growth 
path forecast by the Administration for the next two years 
would result in a real output level in 1976 that is 
actually below the 1973 level. 

It is anticipated that the recovery after mid-year will 
come from housing and consumer spending, rather than business 
investment which is expected to decline nine percent in real 
terms during the year even with a higher investment tax credit. 

And the Administration says we are in for another year of 
double-digit inflation, with the GNP deflator rising 10.8 
percent. 

We are facing an economic crisis, and it demands our 
primary attention. Nearly every non-Administration witness 
who has appeared before the Joint Economic Committee in 
the last four weeks, as part of our annual economic hearings, 
has said that recession is our Number One problem. It is 
tragic that the Administration's economic-energy program does 
not fully recognize this critically important fact. 

The President's budget stressed cutting taxes to stimulate 
the economy, while restraining spending to control inflation. 
Thus, we have the $12 billion rebate on the one hand, and the 
request to reduce spending by $17 billion on the other hand. 

I must add that the bulk of that spending cut comes from 
what could be called "human expenditures," including placing 
a 5.5 percent ceiling on Social Security payments. 

This is unacceptable. 

From an economic standpoint, this strategy does not make 
sense. The net stimulative impact of the President's budget is 
minimal. And, if the energy proposals are included, the net 
impact is restrictive. This is because the direct costs alone 
of the President's proposals are currently estimated at $45-50 
billion, while only $30 billion of the taxes are scheduled to 
be returned to the economy. This package is unacceptable, in 
light of the economy's need for a large stimulus. 

Let me be blunt about it; it is inadequate, ill-considered, 
and inequitable. 

This disenchantment with the President's program is not 
confined to Democrats or liberal economists. Business leaders 
who have testified before the JEC have expressed disagreement 
with the basic thrust of the Administration's program. 

One particularly significant statement was made by 
Henry Ford II. "In my judgment," he said, "the American people 
will not and should not accept policies that would lead to 
nearly seven percent unemployment as late as 1978, as the 
Administration has projected." 

.,. -
The alternative program which I have proposed includes 

the following elements: 

(1) A $10 billion tax rebate on the 1974 tax liability 
of individuals. 
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(2) A $20 billion reduction in personal income 
taxes, targeted primarily toward low and moderate income 
families. This will be for calendar years 1975 and 1976. 

(3) An increase in the investment tax credit to 10 percent. 

(4) Increases in social security and retirement programs, 
in line with the cost of living, offset partially by reductions 
in the proposed 18 percent rise in military spending. 

(5) A public service employment program designed to 
employ one million persons. 

(6) An 8 to 10 percent increase in the money supply. 

The effect of this economic program has been analyzed and 
compared with the President's program by two of the top 
economic forecasters in the country (Chase and Wharton) as 
well as by the Council of Economic Advisers. Their conclusions 
deserve your attention. 

The results I will now cite come straight from an analysis 
by the President's Council of Economic Advisers, which was 
recently provided to the JEC. 

First, the unemployment rate would be .5 to .8 percentage 
points lower under my proposal. 

Second, the real GNP would be 1 1/2 to 2 percentage points 
above the levels forecast under the President's program, by 
the end of 1976. This means roughly $30 billion in goods and 
services that would be available to use and build on in the 
future. 

What happens to prices? 

Mr. Greenspan said: "We believe that price behavior will 
not be modified immediately by either monetary or fiscal stimuli, 
if resources are substantially underemployed." And, of course, 
they are. 

Dr. Rees, the Director of the Council on Wage and Price 
Stability, also confirmed this. In his testimony last week 
before the JEC he said: 

"Even if appropriate monetary and fiscal policy 
combined with the natural recuperative forces of 
the economy produces an upturn in economic activity 
in the second half of 1975, I would expect the rate 
of inflation still to be declining at the end of the 
year. The slack and excess capacity that are checking 
the rise in prices will not be immediately removed 
by an upturn." 

The one "cost" involved with this set of proposals is 
that the budget deficit would rise by about $20 billion. I find 
it extremely unfortunate that the deficit is so poorly under­
stood. The main point is that it can only be understood relative 
to the size of the economy, which of course sustains it. Viewed 
in this way, as a percentage of Gross National Product, the 
significance of the federal debt has been shrinking and is 
actually at its smallest percentage in 42 years. 

I just can't buy, and I hope you won't either, all the talk 
about being "horrified" by the size of the deficit. 
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What "horrifies" me is the tremendous waste of human and 
capital resources presently taking place by our failure to sustain 
economic growth. During the three years 1974, 1975 and 1976, 
our country will lose the staggering sum of over $600 billion 
in goods and services by not operating at even a 4 percent 
level of unemployment. 

If we were operating on 4 percent unemployment, we wouldn't 
have to worry about a deficit. Instead, we would enjoy a 
$17 billion surplus in FY 1975 and a $12 billion surplus in 
FY 19 76. 

As for the President's energy package, virtually all 
Democrats and many Republicans reject it. 

The President's target of reducing oil imports by 
1 million barrels a day by the end of this year is simply not 
acceptable. It would deepen recession and increase the cost of 
living. Moreover, I am not convinced that his program would meet 
the Administration's arbitrary goal. 

What we need is a program to achieve a reduced rate 
of increase in energy demand and an increase in energy 
supply over the next decade. We must not needlessly punish the 
American people. 

The broad strategy of the Democratic program, announced 
during the past week, includes four major elements: 

(1) A comprehensive, mandatory conservation program. 

(2) The creation of a National Energy Production Board 
to expand domestic supplies, and create emergency stockpiles. 

(3) The creation of a new energy trust fund to finance 
this program. 

(4) The establishment of a stand-by program of allocation 
and rationing to protect the U.S. against future embargoes. 

It has been estimated that the conservation program alone 
could save 500 thousand barrels of oil a day in the first year, 
more than 5 million barrels by 1980, and a very considerable 
11 million barrels per day by 1985. 

I firmly believe that a National Energy Policy should be 
one that the Administration and Congress present to the 
American people; for the success of any program depends on the 
willingness of the American people to support it. 

Unilateral action, confrontation politics, will not work. 

I will conclude my remarks with a topic that is often 
neglected, yet it is absolutely vital to the success of any 
economic recovery program. I am referring to monetary policy. 

Many of the witnesses corning before our Committee have 
talked about monetary policy. 

The Administration officials were generally quite cautious, 
suggesting that a substantial increase in the money supply 
would rekindle inflationary fires. I can understand this 
position, but I do not buy it. 
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I am much more in tune with the many non-Administration 
witnesses, whose message carne through loud and clear: "We 
need a more expansive monetary policy, more credit available, 
and lmier interest rates." 

Allow me to quote two of the witnesses to make it clear 
that this call is not just from liberal economists or 
Democrats. 

Dr. Paul McCracken, when speaking of the need for money 
supply growth to support the economy recovery said, "That 
would seem to mean a rate of expansion certainly not less than 
ei ght percent for Ml, probably closer to ten percent." 

Henry Ford II said, "I believe that the monetary growth 
rate should be raised to the range of 6 to 8 percent for a 
short period in order to make up for the lack of appropriate 
growth over the past seven months." 

Saying "lack of appropriate growth" is putting it much 
too mildly. During December and January, when the economy 
was taking its deepest plunge in terms of output and 
employment, the money supply actually decreased sharply. 
In fact, since last June the annual growth rate has averaged 
only about one percent. 

I, once again, find myself in full agreement with 
Henry Ford, who told the JEC: "I do not understand hm" the 
Federal Reserve can permit a sharp contraction in the money 
supply at a time of sharply rising prices and sharply declining 
economic activity. This, it seems to me, is a sure formula 
for a longer and deeper recession." 

That point needs to be driven horne. There is simply no 
way this recession can be reversed until more money begins 
to flow into the economy. 

Senator Proxrnire and I have introduced a Senate resolution 
in which we were joined by Senator Buckley and sixteen other 
cosponsors, directing the Federal Reserve to increase the 
money supply rapidly enough this year to promote economic 
recovery. Even though the Fed is an independent agency, 
it is the creature of the Congress, and I now feel that 
it is time the creator had some input into the actions of 
the creature. 

The resolution basically does three things: 

First, it directs the Federal Reserve Board of 
Governors to take appropriate action in the first half of 
1975 to increase the money supply at the rates necessary to 
promote economic recovery. 

Second, it directs the Federal Reserve Board of 
Governors to maintain a steady long-term monetary policy 
commensurate with the full potential of the economy, maximum 
employment and stable prices. 

Finally, the Resolution requires the Federal Reserve 
to consult with Congress on money and credit policy at 
semi-annual hearings before this committee and the committee 
on Banking in the other House. 

As you can see from these three provisions, we don't 
want to dictate to the Fed. We do want to consult. The Fed 
must join the team in the battle-against recession, if 
it is to fulfill its responsibility to the American people. 
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I have outlined for you the steps I feel should be taken 
to get the economy on track again and to restore the confidence 
of the American people. I will continue in the Congress, and 
before the public, to push for these measures which will reverse 
the recession quickly and decisively this year and lay the 
foundation for a strong, growing, American economy in the 
future. 

# # # # # 
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I N·1 PLEASED TO HAVE T.H S OPPORTUN TTY TO •1E:ET 'II TH 

YOU TODAY AND TO SHARE ~HTH VOlJ SOtlE OF tllY IDEAS ON TiiE 

ECONOMIC AND ENERGY SITUATION IN THE U.S, 

t AM SURE l\LL OF YOU ~· OULD AGREE THAT I HAVE ASSUi-1£D 

THE CHAIRMAdSHlP OF THE Jo!NT tCONONIC Co UUTTEE IN THE f'.HDST 

OF ONE OF THE NOST DIFf'ICULT AND COT-·1PLEX ECONOf IC PERIODS IN OUR 

NATION'S HISTORY. 

BUT I DO NOT SHARE THE PESS tMI St· OF THE PRES IDEWT'1S 

~UNUAL [CONOf1IC REPORT. THINGS DON'T H VETO BE AS BAD AS THEY 

PPEDICT. 

I STRONGLY BELIEVE THAT TitERE ARE CERTAIN POSITIVE STEPS 

l'fHICH CAN BE TAKEN NOW TO REVEPSE THE CURRENT DECLINE# GENERATE 

INCREASED OUTPUT AND INCOME, AND GET MANY HILLIONS OF Arr1ER tCANS 

BACK INTO PRODUCTIVE JOBS. 
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1 NILL SPELL OUT THESE HAJOR ST~PS IN A HOMENT. Bur FIRST 

I HANT TO INDICATE BRIEFLY THE CURRENT ECONOMIC SITUATION AND 

WHERE THE EXPERTS SAY WE ARE HEADED IN THf= NEAR FUTURE, 

I \'II LL NOT Dl-tELL ON THE CURRENT STATISTICS TOO LON • 

THEY ARE AS WELL KNOl.'/N AS THEY ARE DISTURBING AND DEPRESSING. 

Ut-JEMPLOYHENT ROSE BY A FULL PERCENTAGE POINT LAST MONTH TO 

8.2 PERCENT; THAT MEANS 7 1/2 ritLLION NORKERS JOBLESS. ALSO, 

THE RECEJ4T THREE HONTH INCREASE IN UNEMPLOYr1ENT IS THE LARGEST 

SINCE THE GREAT DEPRESSION. 

1\ccot~PANYJNG THIS SHARP SLUrt? IN E11PLOY~1EtlT WAS AN EQUALLY 

SERIOUS DROP IN OUR NATION 1 S OUTPUT, ~ND THIS DROP SPELLS LO..,ER 

PER WORKER PRODUCTION M~D DECLINI NG PRODUCTIVITY. THE SAD FACT 

IS THAT '10RKER PRODUCTIVITY I~~ THE FOURTH UARTER OF 197ft \'f.AS 

3.7 PERCENT BELOW THAT OF ONE YEAR EARLIER• 
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THE REAL GNP DECLINED AT A 9.4% ANNUAL RATE IN THE FOURTH 

~UARTER.t BRINGING THE TOTAL DECLINE FOR 1_,74 TO FIVE PERCENT. 

l'iT THE SAf4E TIHE~ PRICES COlHtNUE TO SOAR• 

THE ~~p DEFLATOR, THE MOST CO~~PP.EHENSIVE MEASUPE OF 

PRICE CHANGES FOR THE ENTIRE ECONOf-1Y, ROSE AT AN ANNUAL.. R.~TE 

OF 14,4 PERCENT lN THE FOURTH QUARTER OF 1974. 

T WISH I COULD NOW SVHTCH THINGS AROUND AND SAY THAT THE 

OUTLOOK FOR THIS DtSt-1AL STATE OF AFFAIRS L TO BE DRAMATICALLY 

TURNED AROUtJD. UNFORTUNATELY, NONE OF THE FORECASTS AVA! LA1lLE, 

INCLUDING THE f\DM1NISTRATtON
1
S, AllOW FOR SUCH ODTlt.11SM. 
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TNE ADMINISTRATION HAS FORECAST TH!\T UNEP4PLOYMENT NILL 

AVERAGE 8.1 PERCENT IN 1975 AND 7 /J PERCENT HI 1 76 • JusT 

TWO WEEKS AGO, ~LAN GREENSPAN TOLD OUR CoW~ITTEE THAT HE EXPECTED 

UNEHPLOYMENT TO PEAK AT AROUND 8.5 PERCENT BY f·HD-YEAR • 

. 
REGRETTABLY, EVEN THIS TWQ-t"'EEK OLD FORECAST APPEARS TO BE 

A SERIOUS UNDERSTATEMENT. f10REOVER, THE l\DMHUSTRATIOi~ FORECASTS 

THAT UNEHPLOYi'-1ENT \'/ILL NOT DIP BELO~I 6% IN THIS DECADE. 

foR 1975, THE AD~HNtSTRATJON FORESEES A DECLINE UJ REAL 

G,~p OF 2.3 PERCENT, AND THIS ASSut-tES THAT THE ECONm1Y WILL 

BEGIN AN UPTURN IN THE SECOND HALF OF THE YEAR. 



• 

~~ FACT THAT I FIND TRULY SHOCKING IS THAT THE GRO\•TH 

PATH FORECAST BY THE r~nHINISTRATION FO~ THE NEXT T'•fO YEARS 

HOULD RESULT IN A REAL OUTPUT LEVEL IN 1976 THAT IS 

ACTUALLY BELOit/ THE 1973 LEVEL, 

JT IS ANTICIPATED THAT THE HECOVERY AFTER MID-YEAR ~n LL 

COME FROM HOUSING AND CONSUr-1ER SPENDING, RATHER THAN BUSINESS 

INVESTMENT WHICH IS EXPECTED TO DECLINE NINE PERCENT IN REAL 

TERMS DURING THE YEAR EVEN ~·liTH A HIGHER HNESTf·1ENT TAX CREDIT, 

AND THE 1\Dt·H Nt STRATI ON SAYS NE ARE IN FOR ANOTHER YEAR OF 

DOUBLE-DIGIT INFLATION, ~·ITH THE GfH• DEFLATOR RISING 10,8 

~ERCENT, 
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,JE ARE FACING AN ECONOt-HC CRISJq, AND IT DEMANDS OUR 

PRH<1ARY ATTENTION, iiEARLY EVERY NoN-~DMINI TRATION WITNESS 

HHO HAS APPEARED BEFORE THE OINT tCONOt1IC CoMMITIEE IN , 

THE LAST FOUR "lEEKS, AS PART OF OUR ANNUAL ECOF10<~1C HEARl. GS, 

H (\ I HAS SAID TIIAT RECESSION IS OUR f'Uf-13ER HNE ?~OBLEPi, T IS 

TRAGIC THAT THE ~DMINISTRATION 1 S ECONOt·IC-ENERGY PROGRA!'4 DOES 

.·OT FULLY RECOG.HZE THIS CRJTI CALLY IMPORTANT FP.CT, 

THE "RESIDENT'S BUDGET STRESSED CUTTI NG TAXES TO STH1ULATE 

THE ECONOMY, ~4HILE RESTRABHNG SPENDING TO conTROL INFLATION • 

THUS t HE HAVE THE $12 Bl LLION REBATE ON THE ONE HAND, AND THE 

REQUEST TO REDUCE SPENDING BY $17 BILLION ON THE OTHEP HAND, 

I MUST ADD THAT THE BULK OF THAT SPENDINC CUT COMES FROM 

NHAT COULD BE CALLED "HUt-1AN EXPENDITURES/' I NCLUDtN~ PLACING 

A. i). l) oP R~l!'t>IT c.r: T I t NG ON <:;nc TAL ~F.:CIJRI TV PA Yf ENTS • 
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THIS IS UNACCEPTABLE. 

fROM AN ECONONIC STANDPOINT, THIS STRATEGY DOES NOT MAKE 

SENSE, THE NET STH1ULATIVE H1PACT OF THE PRESIDENT's BUDGET IS 

MINH~AL. AND, IF TitE eNERGY PROPOSALS ARE INCLUDED, THE NET 

IMPACT IS RESTRICTIVE, THIS IS BECAUSE THE DIRECT COSTS ALONE 

OF THE PRESIDENT 1 S PROPOSALS ARE CURRENTLY ESTIMATED AT $45-50 

BILLION, WHILE ONLY $30 BILLION OF THE TAXES ARE SCHEDULED TO 

BE RETURNED TO THE ECONOMY, THIS DACKAGE IS UNACCEPTABLE, IN 

LIGHT OF THE ECONOHY 'S NEED FOR A LARGE STU\ULUS , 

lET ME BE BLUNT ABOUT IT; IT IS INADEQUATE, ILL-CONSIDERED, 

AND INEQUITABLE. 
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THl S Dl SENCHANTMENT NITH THE 0 RESJDENT
1 
S PRO~RA~1 IS riOT 

CONFINED TO DEMOCRATS OR Lt . ERAL ECON0f·1I STS, Bus I E S LEADERS 

HHO HAVE TESTIFIED BEFORE THE JEC HAVE EXPRESSED DISAGREEMENT 

'liTH TI~E BASIC TtiRUS'{ OF THE ;\nt4!N!STRATiot,·'s PROGRA1. 

'lNE PARTICULARLY SIGNIFICANT STATEr-1ENT '~lAS MADE BY 

BEt Rv FoRD II. "IN t\Y JUDGMENT, u HE SAID, "THE /\tiE RICAN PEOPLE 

WILL NOT AND SHOULD NOT ACCEPT POLICIES THAT WOULD LEAD TO 

NEARLY SEVEN PERCENT UNEr~PLOVt·1ENT AS LA.TE AS 1978,. A THE 

~DMINlSTRATION HAS PROJECTED, 0 

THE ALTERNATIVE PPOGRAr1 WHICH T HAVE PROPOSED INCLUDES 

THE FOlLOWING ELEI1ENTS: 
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(1) f\ $10 BILLION TAX REBATE ON THE 1974 TAX LIABILITY 

OF INDIVIDUALS, 

(2) A $20 BILLION REDUCTION IN PERSONAL INCOME 

TAXES, TARGETED r>Rtf~ARILY TO~'fARD LOW AND MODERATE INCOME 

FA~ULIES, THIS WILL BE FOR CALENDAR YEARS 1975 AND 1375, 

(3) AN INCREASE IN THE INVESTMENT TAX CREDIT TO 10 PERCENT. 

(4) INCREASES IN SOCIAL SECURITY AND RETJRE11ENT PROGRAMS, 

IN LINE WITH THE COST OF LIVING, OFFSET PARTIALLY BY REDUCTIONS 

IN THE PROPOSED 18 PERCENT RISE IN MILITARY SPENDING, 

(5} fi. PUBLIC SERVICE EMPLOY .EUT PROGRAM DE~IMlED TO 

EHPLOY ONE HILLtON PERSONS~ 
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(G) f\.N u TO 10 PERCENT INCREASE IN THE t-iONEY SUPPLY, 

THE EFFECT OF TIHS ECONOf'1I C PROGRAt-1 HAS BEEN ANALYZED AND 

COMPARED \'liTH THE PRES I DENT'S PROGRAr-1 BY T"AO OF THE TOP 

ECONOMIC FORECASTERS IN THE COUNTRY ( lHASE AND !·;HARTON) AS 

HELL As nv THE CouNciL oF EcoNoruc ,~nvtsERs. THEIR coNCLUstor~s 

DESERVE YOUR ATTENTION. 

THE RESULTS I WILL N011' CITE COf~E STRIAGHT FR0~1 AN ANALYSIS 

BY THE PRESIDENT'S CoUNCIL OF t COHOMIC -~DVISERS, ~'!HJCH Wl\<; 

RECENTLY PROVIDED TO THE JEC. 

FtRST .. THE UNEMPLOYMEHT RATE •!OULD BE ,5 TO .8 PERCENTAGE 

POINTS LO~ER UNDER t1Y PROPOSAL, 
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ABOVE THE LEVELS FORECAST Ut'DER THE RESIDENT'S PROGRAM, BY 

THE END OF 1~75, THIS t1EANS ROUGHLY $30 EILLIO l IN GOODS A~D 

SERVICES THAT ~IOULD DE AVAILABLE TO U~E AND BUILD ON It THE 

FUTURE. 

\·1HAT HAPPENS TO PPI Ct:s'> 

i1R. GR'EENSPAN SAl D: 
11

'' E BELl EVE THAT PRJ CE BEHAVIOR ~l! LL 

NOT BE MODIFIED IHMEDIATELY '!3Y EITHER l•lONETARY OR FI CAL STHiULI, 

IF RESOURCES ARE SUBSTANTIALLY UNDEREMPLOYED." ~~D, OF COURSE, 

THEY ARE, 

fiR. REES, THE UJRECTOR OF THE COUNCIL ON 'JAGE AND PRICE 

STABILITY_, ALSO CONFIRt"1ED THIS. JN HtS TESTH10NV LAST \~EEK 

BEFORE THE JEC HE SAID: 
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"LV£N IF APPROPRIATE HONETARY AND FISCAL POLICY 

COM !NED '.'liTH THE NATURAL R CUPt:RATIVE FORCES OF 

THE ECONOHY PRODUCES AN UPTURN I ECONOMIC ACTIVITY 

IN THE SECOND HALF OF 1975, J HOULD EXPECT THE RATE 

OF INFLATION STILL TO BE DECLIPH G AT THE' Et D OF THE 

VEAR. THE SLACK A~D EXCE. S CAPACITY THAT ARE CliECKING 

Tt· E RISE IN PRICES ~HLL NOT BE IM11EDIATCLY REf.10VED 

BY AN UPTURN, ' 

THE ONE ''COSTi! lNVOLVEj) WITi THIS SET OF PR0°0SALS IS 

THAT THE DUDGET DEFICIT WOULD RISE BY OUT $20 BILLION, J FI lD 

IT EXTREt~ELY UNFORTUNATE THAT THE DEFICIT IS SO POORLY UNDER-

STOOD, THE 1 AIN POINT IS THAT IT CAN ONLY BE UNDE STOOD RELATIVE 

TO THE SIZE OF THE ECONOi4Y, '·:fitCH OF COURSE USTAJ,{S IT. VtE1·tED 

IN THIS AY, AS A PERCENTAGE OF (:ROSS !ATIONAL RODUCT, THE 

SlGHIFICAr:cE OF THE FEDERAL DEBT HAS BEEf; SHRH.KING AND IS 

ACTUALLY AT ITS Sf ALLEST PERCENTAGE J H 42 YEN'S • 
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1 JUST CAN'T BUY, AND I HOPE YOU\ orlT EITHER, ALL THE TALK 

ABOUT BE ING ''HORRIFIED" BY TtiE SIZE OF THE DEFICIT, 

HAT "HORRIFIES" ME IS TttE TREMENDOUS ~"'ASTE OF HUt1AN AND 

CAPITAL RESOURCES PRESENTLY TAKING PLACE Y OUR FAILURE TO SU TAI N 

ECONOr-11 C GRO\'ITH • DUR ING THE THREE YEARS 1974, 1975 AND 1976, 

OUR COUNTRY HLL LOSE THE STAGGER! ~G SU~l OF OVER $600 BILLION 

IN GOODS AND SERVICES BY NOT OPERATING AT EVEN A lj PERCENT 

LEVEL OF UNE!'1PLOVMENT • 

IF NE NERE OPERATING Of' LJ PERCENT UNEMPLOYtAENT; ~~E ~'IOULDN 1 T 

HAVE TO t'IORRY ABOUT A DEFICIT, NSTEAD~ \·IE WOULD ENJOY A 

$17 BILLION SURPLUS IN FY 1975 AND A ~t>12 BILLION SURPLUS IN 

FY 1976. 
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~~s FOR THE 0 RESIDENT'S ENERGY PACKAGE, VI~TUALLV ALL 

DEt-10CRATS AND t"lANY REPUBLICANS REJECT IT, 

THE ' RESIDENT'S TARGET OF REDUCING OIL If1PORTS BY 

1 MILLION BARRELS A DAY BY THE EfiO OF THIS YEAR IS SINPLY NOT 

ACCEPTABLE-, Tt t'IOULD DEEPEN RECESSION AND I f'>'CREA<)E THE COST OF 

LIVING. '''OREOVER, ! At~ NOT CONVINCED THAT HIS PROGRAM "IOULD MEET 

TrlE tnMINISTRATtON'S ARBITRARY GOAL, 

"fHAT WE NEED IS A PROGRAt-1 TO ACiH EVE A REDUCED RATE 

OF INCREASE IN ENERGY DEMAND AND AN INCREASE IN ENERGY 

SUPPLY OVER THE NEXT DECADE, PE t~UST NOT NEEDLESSLY PUNISH THE 

AMER ICAN PEOPLE. 
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THE BROAD STRATEGY OF THE DF. OCRATtC PROGRAt·1, AHNOUNCED 

DURING THE PAST 1• EEK, IHCLUDES FOUR t-1AJOR ELEf"'1ENTS: 

(1) F1 COf'\PREHENSIVE, MANDATORY CONSERVATIOr ' PROGRAi•1, 

(2) THE CREATION Of A 0 ATIONAL ENERGY nRODUCTION !SOARD 

TO EXDAND DOf4ESTIC SUPPLY ES, AND CREATE P~ERGE~1CY STOCK"! LES, 

(3) THE CREATION OF A NEVi ENERGY TRUST FU'ID TO FINANCE 

Ttl Is PROGRAi-1 I 

{4) THE ESTABLISHMENT OF A STAt:n-:sv PROGRl\r1 OF ALLOCATION 

AND RATIONING TO PROTECT THE !! .~. AGAINST FUTURE Er.-4u1ARG0ES. 

!T HAS BEEN ESTHiATED THAT THE CONSERVATION PROGRAM ALONE 

COULD ~AVE 501) THOUSAND BARRELS OF OIL A DAY IN THE FIRST YEAR, 

..lORE THAN 5 l1ILLIOt' "SARRELS BY lJ ?IJ, AND A VERY CONSIDERABLE 

11 MILLION BARRELS DER DAY BY 1985. 
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l FIRNLY BELIEVE THAT A . ATIONAL ENERGY noLICY SHOULD BE 

ONE THAT THE ADMINISTRATION AND CONGRE S P ESE~·T TO THE 

1\MERI CAN PEOPLE: FOR THE SUCCESS OF ANY PROGRAr1 DE ENDS ON THE 

\' ILLINGNESS OF THE PJ1f:;RICAN PEOPLE TO Sf'PPOP.T IT. 

UN ILATERAL ACTION, CONFRONTATIOr POLITICS, ~qJLL NOT v!ORK , 

T WILL COHCLUDE f·W REMARKS \•H TH A TOPIC THAT IS OFTEN 

NEGLECTED, VET lT JS ABSOLUTELY VITAL TO THE S1JCCESS OF ANY 

ECONOf·HC RECOVERY PROGRAM, I Ai~ REFERRING TO t40NETARY POLICY, 

t·iANY OF THE ' IT~ ESSES COfH NG BEFORE OUR Cot·iMI TTEE HAVE 

TALKED ABOUT MONETARY DOLICY, 

THE ADrfti Nl STRATI OU OFF! CI ALS '<JERE GENERALLY CUI TE CAUTIOUS, 

SUGGESTING THAT A SUBSTANTIAL I NCREASE IN THE ·,tONEY SUPPLY 

WOULD REKINDLE INFLATIONARY FIRES, J CAN UNDE STAND THS 

OSITION, BUT T 00 NOT BUY IT. 
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AN MUCH MORE IN TUNE ITH TH E MANY NON-1\DMtNISTRATtON 

\•H TNESSES, t•fHOSE iESSAGE CAr1E THROUGH LOUD AND CLEAR: " 'E 

NEED A MORE EXPANSIVE ~.ONETARY POLICY, MORE CREDIT AVAILABLE, 

AND LO\"'ER t NTEREST RATES, 11 

ALLO¥/ t1E TO QUOTE TWO OF THE WITN -ssES TO HAKE IT CLEAR 

THAT THIS CALL IS NOT JUST FROT"'! LI BERAL EC NO~HSTg OR 

uEf'iOCRA.TS, 

DR I PAUL i1lCCRACKEN I t HEN SPE K t ~G 0~ THE NEt::D FOR MONEY 

• • 

t -·r SUP LV GRO ~TH TO SUPPORT THE ECONot~ RECOVERY S I D, " 1AT 

WOULD SEEM TO MEAN A RATE OF EXPANSION CEPTAJNLY NOT LESS TiiAJ~ 

El GHT PERCENT FOR !11, PROBABLY CLOSER TO TEN PERCEUT. 11 



• 
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liENRV FoRD TJ SAID, ~'I BELIEVE THAT THE MONETARY GR0\1TH 

RATE SHOULD BE RAI ED TO THE RA~1 GE OF G TO 8 PERCENT FOR A 

SHORT PERIOD IN ORDER TO MAKE UP FOR THE LACK OF APPROPRIATE 

GRO!<lni OVER TI-tE PAST SEVEN t-1QNTHS 'II 

~iiU8 b':&ll 8F 1\I'PROPRIP;lEi CRQl'flf!Z 16 PUifTIU8 IT 11t!Cil 

~so JlltfJCY. DuRING DECEMBER AND JANUARY, WHEN THE EcoNorw 

AS TAKING ITS DEEPEST PLUNGE I N TERMS OF OUTPUT AND 

EMPLOVt·lENT, THE MONEY SUPPLY ACTUALLY DECREASED SHAR LV, 

ht FACT, SINCE LAST JUNE THE ANNUAL GROWTif RATE HAS AVERAGED 

ONLY ABOUT 0 JE PEPCENT. 
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I, ONCE AGAI f.l, PI ND NYSELF IN FULL ACREEf1ENT , I TH 

HENRY FoRD, NHO TOLD TilE JEC: ni DO NOT UNDERSTAND HOW THE 

FEDERAL RESERVE CAN PERMIT A SHARP CONTRACTION IN THE HONEY 

SUPPLY AT A TIME OF SHARPLY RISING PRICE<! AND HA PLY DECLINING 

ECONOMIC ACTIVITY. THIS, tT SEEMS TO NE, IS A SURE FORt·1ULA 

FOR A LONGER AND DEEPER RECESSION," 

THAT POINT NEEDS TO BE DRIVEN HOME. THERE IS SI \PLY NO 

~·lAY THIS RECESSION CAN BE REVERSED UNTIL f-10RE ,_10NEY BEGINS 

TO FLOW INTO THE ECONOt1V, 

\ 

. 
\ 

l' 

\ 
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, 
SENATOR PROXMI RE AND T HAVE I tnRODUCED A SENATE RESOLUTIOt>: 

l N \'fH I CH ~IE t>/ERE JOINED BY <=ENATOR BUCKLEY AND SIXTEEN OTHER 

COSPONSORS, Dl RECTI l1G THE fEDERAL ~ESERVE TO I NCREA.SE THE 

MONEY SUPPLY RAPIDLY ENOUGH THIS YEAR TO ~ROMOTE ECONOMIC 

RECOVERY, EVEN THOUGH THE FED ts AN INDEPENDENT AGENCY, 

IT IS THE CREATURE OF THE CONGRESS, AND I NON FEEL THAT 

IT IS TIME THE CREATOR HAD SOME INPUT It'TO THE ACTIONS OF 

THE CREATURE, 

THE RESOLUTION BASt CALLY DOES THREE THINGS: 

FtR T, IT DIRECTS THE fEDERAL ~ESERVF. ~OARD OF 

l.OVEP.f· ORS TO TAKE APJ'>ROPRI ATE ACTION I~ THE FIRST H/\LF OF 

1975 TO INCREASE THE r~10f'IEY SUPPLY AT THE RATE3 r~ECES~ARY TO 

PROMOTE ECONO~YC RECOVERY. 
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SECOND, IT DIRECTS T!IE FEDERAL ESERVE JOARD OF 

f'OVERNORS TO MAINTAIN A STEADY Lor G-TERt~ J40t,ETARY POLICY 

COMMEf'SURATE WITH THE FULL POTE 1TI Al OF THE ECONOf1Y, MAXI.1UM 

Et~PLOYMEt"T AND STABLE PRICES. 

FINALLY, THE PESOLUTION REQUIRES THE FEDERAL RESERVE 

TO CONSULT l':. JTH CONGRE<;S Otl MONEY AND CREDIT POLICY AT 

SEHI -ANNUAL HEARH Gs, NiFQRS l'IIJ8 89WuUEF ANP lfli& '5Qt1P1l TTii!i 

~ ltUI<ING id mE Of!1~1'! rl8lJiliio 

: S YOU CAN SEE FROt~ THESE THREE PROVISIONS, \'IE DON'T 

'tlANT TO DICTATE TO TI~E FED. 11E D!l HAUT TO CONSULT. THE fED 

MUST JOIN THE TEAM IN THE BATTLE AGAINST RECESSION, IF 

IT IS TO FULFILL ITS RESPON TBILITY TO TiE r~MERJCAH PEOPLE. 



• 
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J HAVE OtJTLI NED FOR YOU THE STEPS J FEEL SHOULD BE TAKEN 

TO GET THE ECONOf4Y ON TRACK AGAIN AND TO RESTORE THE CONFl DENCE 

OF THE l\r·1ERICAN PEOPLE. T \'!ILL CONTINUE I N THE CONGRESS, AND 

BEFORE THE PUBLIC, TO PUSH FOR THESE t~EASURES WHICH WILL REVERSE 

THE P.ECES ION OUICKLY AND DECISIVELY THIS YEAR AND LAY THE 

FOUNDATION FOR A STRONG, GROWING, J\MERtCAN ECON0f·1Y IN THE 

FUTURE, 

j; ~ fi if ~ 
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