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G ,. UP I ' RA1' RAP I OS, T 

LEADI JG A 'KC: '~AS K. 0' ~' AS "OLD SIX PL-RC 'l" 
~ ~ 

./ . _; ;,. YLO , L-CAUS O~ ~Tnc ~xo 11A '1 1 + 
!Jr~~ ·-fuA I~ V<n1o n<-<..1 ~ /µv--~ ~ av..t-~ d 7~ '41, 1136..~ . 

I EllCST RAT HE CHARG.LD . /I TI .-s HAV CHA1 G-0 . 
L 

ANK RS ARE OT SHYLOCKS UT T - PR I .E RATE 

TODAY IS OJ~R 10%. I FLAT IQ' , AS ITT -

ECO 0 ~y OF THE I USTRIALIZ 0 vORLD---
1 CLUDI G TH A KS . 
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FLATION HAS B C01~ 'JORLD PU3LIC 

NEMY '0 . 1. IF ATOMIC A COULD SE 
D SCRI ED AS A POT TIALLY FATAL STROKE 

AF FL I CT I 'G ALL U .A I T Y, T E, ' I ~'FL AT I 01 •. A Y 

E T-~ .-o A CA C~R T AT COULD CAUSr A LI GERING 
D AT FOR THc I DUSTRIALIZ 0 ~ORL • U 'LESS 

SO ,ETHI G IS DO!- , TH- CANC R OF I .FLATIOl 

CO L PROV FATAL . 



THE INFLATIO' RAT IN THE UNITED STATES 

LAST YEAR '1AS ABOUT l O°lo. THIS ' JAS TE 

HIGH-ST RATE SL'C 1 50 . HIG. ,..R FOOD AD 

N RGY PRICES ACCOU T D FOR T\ 0-THIRDS OF 

TH RI SE . LAST 110 TH T RATE 'JAS '!I 'G 

I ' EXCESS OF 13%. IT IS PART OF A GLOBAL 

PLAGUc. . 
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LOOK AT THE RATES IN OTHER COUNTRIES -­
JAPA' •1JITH A RAT OF 23 3 ; RITAI , 12%. 

J 

k.ST G-Rt.~A 1Y, 7'%; ITALY, 20%J FRA~CE.J 13%_, 
GRE r-, 33 h . SV I TZ RLAND, 12% , YUGOSLAV I A, 

J J 

22~. 

' ~H THi:R YOU LOOK AT cor-~ri UN I ST cou 'TR I ES 
OR COJSERVATIVE S-JITZ LA 'D, THE DISEASE IS 
RA.PA T. TH_ U.S. HAS DONE ETT R THA ~OST 

COUNTRIES UT ALL OF THE i ARE I 'FECT-D . 



SOE PEOPLE VI THIS 'VITHOUT GRa..AT 

ALAR!. . OTHERS FE L I 'FLAT I ON IS LI KE THE 

FA 1 ~ous, R INF .. 0 s o_SCRIPTIO' OF SI l --

" FIRST SE , VI ED ITH T RROR ~ E 

N XT s=- ' THE TERROR Is GO E; A 'u AFTE . iA 1y 
XPOSU ~s VIE ~o ~ IT 

T E F HO ' AY p OFIT T I PORARILY 
ER LY RAMATIZ HO~ UJFAIR INFLATIO IS TO 

TH ,A Y. 
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S01E ' OULD AV us SIG. OURS Lv-s 
TO I FLATION AT CURR~NT RAT S. TH~Y SUGG~ST 

1 Gt:.T "USED TO" TH- INc.VITABLE . I DO '01 

AGRE • 
~ 

INFLATION SUCH AS I HAVE IN T. E 
~ORLD TODAY UST EVIE\ ED ITH CO 'Tl 'UOUS 

ALAR,, -cAus- 1 FLAT 1 o HURTS . 

re "' • <,,,. 
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1. IT HURTS~ 20 ~ILLIO A RICAN 

PE 'SIGNERS . 

• IT HURTS THE POOR WHO SPEND THE 

LARGcST SHARE OF THr IR I CO,J,- ON FOOD . 

3. IT HURTS THE CORPORATION '·JHOSE 

D PREC I AT I 0 ALLO' ANCE JI LL 'OT UY •r: '~ 

COSTLIER :ru Ip, E1 'T . 

4. IT EV HAS HURT TH STOCK ARKETJ 

A SUPPOS 0 SAFE HARBOR FRO l ITS RAVAGES . 



5. IT HURTS ECAUSE IT GIVES REASO' 
TO· OA o 1 INGS~ TO SP~ o A 10 ~ s~, TO 
LIV- FOR TODAY A 0 FORG~T TO .ORRO ·• 

• IT HURTS ECAUSE IT ESTROYS 
CONFIO NCE IN GOV~R ~E 'l . 
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ORL I 'FLAT I 0 ~UST F LIGHT . IT 
UST 3~ n 0 G,T U '0 RC 'TROL . HAV- AD 
~.A 'Y ISCUSSIO S OF ITS CAUS S. OT ALL 

0 '0 .ISTS AGRE • UT, ALL ECO 0 ISTS EV-R 
AGRE • I THINK T ERE AR S01 E CLEAR REASONS --
FOR TH I FLATIO' E FA E. T' ESE, A.O 'G 
OTHERS HAVE A SIG IFICA '1 EFF~CT . 
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FIRST, DIPPING I TO A 
LI MIT D POT . ATURAL RESOURC SARE LI nlTED 
AT A y 0 TI ~c. . s I ·.ORE PEOPL TRY TO r- 1· 1ULAT 
TH~ A RICA STA DARO OF LIVI G, THE I CREASE 

IDOING FOR THESE RESOURCES I CR ASES P ICc.S . 
T IS 0 A '0 HAS EN FURT R AUG~E 'TED BY 

ATURAL R SO RCE ATIO 'S E FORCl~G HIG R 
PRICES OJ ASIC CO . ~ODITl~S TH OUGH A 
COORDINAT EFFORT TO . ARK~T TH~IR PRODUCTS 
A 0 I CREASE THr-IR SHARE . 
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A StCO '0 R-ASO~ FOR I FLATI ,J: 
.1 SJUDG I T 'Ati .• 

T IS AOt I I STRATI 0 I 'HER I TEO A 1 U '0 R-

FI 'A 'C 0 AR .1/ffJ\~ ~I 0 TO HAV OTH GU S 
4 

AN UTT R A' IT JID ''T ~ORK . T COST 

HAD TO c- PASSED ' T ROUG G VE, ' ~E T 

ICITS A' I JFLATI 0 1• ALT OUG T .~AR IS 
OV R OUR U SOU 10 FISCAL POLICI S OF T' AT 

~RA AR STILL AU 'Tl G US . 
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A THIRD REASON : LACK OF REALITY 
FOR-IG' ~xc A 'GE RAT s. ALL DURI G THE LATE 
50 'S A ~O'S T E U.S. SHIPP D PAP_R OLLARS 
ABROAD AND R C I VED VOLKS'' AGO S A 0 SONYS I 

XCHA 'Ge . TH R ST OF THE ' ORLD HAS NO~ 
DECIJco TO CASH IN THESE DOLLARS AT THE NEW 

, 

A 0 ORr: REAL I ST IC RATES . THEY ARE I CREAS I 'G 
THEIR OJ' STANDARDS OF LIVING . THEY AR-
I ~PORT I G A~ERICA' HcAT1 NOT PAP~R DOLLARS . 
SO PRICES RISE . ~ 

( .J 



- 14 -

FI JALL Y, TH- .OST I .PORT A T REASO ' 

FOR· OUR PR s~NT RECORD RATE OF I FLAT ION : THE 

I NAS IL I TY OF FR : - ECO '0~ .Y GOVERN1 ENTS AROUND 

THC- JORLD TO SOLVE TH . PROBLE I OF FULL 

E~~PLOY t· iE 'T ITHOUT I 'FLATIO ' · THERE IS V_N 

A T EORETICAL DEVICE -- "PHILLIPS CURVE" --

~HIC:1 ATTEV.PTS TO SHO"J PRECIS:LY HO~~ UN .PLOY -

11 T A 10 I FLATIO! ARE RELATED . THIS D VICE 

I LLUSTRAT-s THAT H- ' r~~PLOY l !T Is AT 

ITS HIGHc.ST , SO IS I FLATION . THE 0 LY 

PR · L IS TAT NO 0 1E HAS EVER GOTT 'IT TO 

ORK EXACTL y TH SA~ I •'JAY T~~ I c • 
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AT A REC T 'F R NC OF ECO 0 ISTS AT TH 

U 'IV~ SITY OF RC: -STER ALL 1,1 ATT '0 'C 

AGRc D T IAT I FLATIO t A' PLOY A~ ·T A E 

R LAT=o -- 3UT GA I 1 OF COURS- T ALL 

AGRE D 0 1 -~ AT S ULD 3 DO A OUT IT . 
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' 0 E CLAIJS T AV T' CO : .PL-T~ 

A'S ~c.R . UT AS A CITIZ , FACl1 1G THIS PRO L I 

.V Y AY AS ALL OF YOU AR , I K 10·~ '- ' 

s OL u T I 0 s • I . I c 0 F I D ':" ! T \ '. I LL F I J T H I ~ 

IF 'VE CLEARL y I 0 TI FY TH PRO L IWI AS OUR 

u I E 0, ONC • 
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Nf1~?v 
0 TROLS AR- 0 3 I 1G · ROPP-o, A ~di·_, 

TE. PORAR IL Y THEY E H LPFUL UT THEY ,...,r 
PROV D ( AS T Y , AVr I ' T: C PA T) T· E 10 

LO 'G RA 'GE SOLUT I • THES S-1 ULD &fUT 

ON A "STA 'OBY ASIS" FORT P A us- 0 LY . 
~ 

T IS AD .I ISTRATIO' NO J IS DEDICATE 

TO FI '0 I G JE · ~ SOLUT I 0 S. IT .~I LL BE A LONG 

A '0 u I FF I CULT FF ORT . IT tt I LL R '"'U IR PU LI C 

SUPPORT A '0 A I LL I 'G ESS TO GO 1 "HA D 
---- ----. 

Y • " T HE " R '.~A Y " .E A S : . /) - <'...,. 
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,\ RCS I ST H'G T AS'f ROAD OF A " 1J IC~ -FIX" BY A TAX CUT T~AT :ANS .ORE NOT L SS 
I 1FL·TIO • a_4c,;:t"'d-~~f!ii~ 
£-..J:d/,,~~~ r,.,..,,I...~ ,,..,. ~ . 

~ R 0 cc-o CO SU .. PTIOI . 0 - RESULT OF 

T E E 'ERGY CRISIS AS BE ' A DISCOVERY OF THE 
VIRTU .S OF REDUC D GASOLI E CO'SU ~PTIOJ 3Y 
~ ~ . y OF OUR c111z- s . R OUCTIO OF -ASTEFUL 
US OF RESOUR ES " ILL H LP CO 'TROL 11 FLATIO . 
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.. ,- HAVEL-ARN 0 THAT LESS DRIVI 1G RESULT 0 
' 

IN FE''JER ACCIDENTS, v10RE HO ~E LI Fr- ,AORE 

USE OF OUR CI TY PA KS A 0 j nusru. ,s, A ·lD OT' ER 

UNFOR SEE ENcFITS. A CO SCIOUS FFORT 
BY ALL C IJ!lENS TO AVOID ,. ASTEFUL US OF Ji_ 
RESOURCES ~I LL11iELP CONTROL I 'FLAT I 0 ' . 

'1 

ALSO I TH "HARD 1AY" .~I LL 1EA A 

R-FUSAL TO PANIC . R TO HOARD . WE tUST GUARD 
AGAINST TH TE 1PTATIO' TO UY FOR nUICK 

GAi A' B YO D OUR NEED . 
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THE HARD "AY AILL R UIRE US TO RETAIN 
OUR co FIDE 'CE I TH FRE I ARKET SYSTE -. 
ITS A ILITY TO INCR~ASE PRODU TION AND 
R STRAI PRICES HAS EE' PROV I THE PAST . 

·rucH OF OUR HISTORY REFLECTS OUR 
CAPACITY T 0 PRODUCE ~.OR~ TH ' W CA CO SU .~E . 

OUR FRCc ECO,JO Y SYST i CA DO TH IS AGA I ' . 
THE R-CE T TUR '-AROU 0 I U.S. AGRICULTURAL 
PRODUCTION IS GOOD EVIDE C OF THIS CAPABILITY. 
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A '0 GQVC"R ' I T, TOO UST TAKE THr­
"'1ARJ · AY . " IT ~~UST CO TROL -xPE SES . 
I NrLAT I 0 J IS FIRST OF ALL A PR03L iJ~ H RE 
GOV .RN.· E T ACT I ON IS ESSE ~TI AL HER NAT I 0 AL 
GOVERNME 'T .UST BE THE p6Rf i~f:~ tt.T' IS 

/j 

INCLUD S OTH THE LEGISLATIV~ A D EX CUTIVE 
3RANCHES . A ~AUCH - 'EEDED G VER , ~E T ACT I 0' 

IS THE PROSPECTIVE PASSAGE OFT' E CO GR-SSIO 'AL 
UDG T ACT 1HICH ~ILL GIVE co GR-SS A Po v~RFUL 

TOOL IN CO TROLLI G XCESS EXP DITURES . 
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T E AD. I I STRATI 0 ' r UST A '0 ~I LL, 
CO Tl 'Uc ITS FFO T TOR U 0 LAY AD 

CU 3 C. XP 'DITUR S AT T' 
J~~ 

FED RAL LEVEL . 
TH Is Is OT A ' EASY t 0 · ~ 

I\ 

' 
S A. Y 0 SIRAuLE 

PROGRA S ARE SUGGEST D A D TH EDS OF P OPLc-
AR SO CL AR . 

GOVER' ':..NT 'S "HARD Y" ALSO RE'"' IRES 
A R~STR I CTIV ~ONcTARY POLICY T AT A !S, 
A .• ~O G OTH R T, I 'GS T E 0 I SC I PL I E OF HI G 
INT_R_ST RATES -~ ,.,,,°'--~t~ , 
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GOV RN .E 'T'S "HARO AY" ALSO I 'CLUOES 

SOE HARD THI 'KING 0 ~ ANO I OVATIVE '1JAYS 

TO 1~EET OUR I 'FLATIO PRO L- ~' · TH_ FIRST 

UART R OF 1 74 1 ITH A 5% D OP I G 'P AND 
A 1 0 7, I FL AT I 0 ' RAT-, 1 1A KE S I T I r ,p ER AT I V T AT 

C 0 .E UP v~ I T ~ S . ,_ ' . A l D TT R I DC" AS • 
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E .UST FI '0 'AYS TO I 'CREAS PRODUCT IO~ 

A '0 flt- T A ty PR03L tAS OF u ' I PLOY1 '1 CAUS 0 
y ~co~OHC ST Al 1. VE 'UcS FOR 

. ORLD - ~ID ACTIO TO CO 'TROL u ~.AODITY 

· ARK:Ts AJD PRIC s AR 'EEO o. sEcR-1 RY 

KISSI G IS ALR_ADY AT ~ORK I ' T' IS FIELD . 

J 
/ 
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ALTER 'ATIVE A.,O IN OVATIVE Fl .A Cl 'G 

.ET' ODS UST E DEVLLOPED TO PR v-NT I 'TEREST 

RATS ICH R SULT I' EDUC OUSI G 

PRODUCTIO • 

T.E TAX A~D REGULATORY SYSTE·AS ,·,UST 

BE USED TO I CREASE PRODUCTION IN INDUSTRIES 
~HERE SHORTAGES EXIST . 
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THE TRADE REFOR1/i ACT I 'UST 3 RASSED 

SO THE PRES I DE 'T tv~AY Ne.GOT I ATE EL I 1~1 ~AT I ON 

OF BARRIERS TO TRADE . THESE BARRIERS 
PRESE 'TLY COST THL U. S. SEVERAL ILLIO 

DOLLARS A YEAR IN TH FORA OF HIGHER CONSUM R 

PRICES A '0 THE I EFFICIE 'T USE OF RESOURCES . 

FRE R '~ORLD TRADt ~I LL 11.r:-A ' LO' ER CONSU .ER 

PR IC S A D .v10R A D BETTER JOBS HERE AT H01 ,E . 



• 
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FURTHER STUDY 0 THE R LATIO 'SHIP OF 

I 'FLATIO' A D u, j ~PLOY ~ T IS NEEDED . NE 

THOUGHTS A 0 TTER SOLUT I O~'S A REnU I RED . 

PRl.~ARY IS THE RECOG 'ITIO THAT 

I 1 'FLAT I 0 ' IS A ,dORLD. I DE DIS ASE HI C r.~UST 

DE IAGNOSED A '0 CO TROLLE • THIS IS ~UCH 

· .ORE I 1PORTA T T, A TERGATE OR VE J OU 

ENERGY PRO LES . INFLATION, UNC ALLE1 GED, IS 

A 1AJOR T R-AT TO OUR FREE CO 0 Y A OUR 

FOR ,~ OF GOV R ' I JT . IT MUST co 'TROLLED . 

J.. Ai 1 P RSO ALLY OE I CAT ED TO T IS GOAL . IT ..... 
CA E AC' I VED . 

1 z:1~ r,./ -



REMARKS BY VICE PRESIDENT GERALD R. FORD 
AMERICAN BANKERS ASSOCIATION 

GREENBRIER HOTEL 
WHITE SULPHUR SPRINGS, WEST VIRGINIA 

11:00 A.M. FRIDAY, APRIL 26, 1974 

FOR RELEASE AT 11:00 A.M. FRIDAY 

It is an honor to address the A.B.A. and to meet with 

so many old friends. 

For a short time I was in the banking business as a 

bank director. But it was long enough to learn th~t bankers 

do not subscribe to the old Puritanical axiom, "neither a 

borrower nor a lender be." 

When I grew up in Grand Rapids, the leading banker was 

known as "old six percent", a sort of Shylock because of the 

exorbitant interest rate he charged. Times have changed. 

Bankers are not Shylocks, but the prime rate today is over 

10%. Inflation has hit the economy of the industrialized 

world -- including the banks. 

Inflation has became world public enemy No. 1. If 

atomic war could be described as a potentially fatal stroke 

afflicting all humanity, then inflation may be termed a cancer 

that could cause a lingering death for the industrialized 

world. Unless something is done, the cancer of inflation 

could prove fatal. 

The inflation rate in the United States last year was 

about 10%. This was the highest rate since 1950. Higher food 

and energy prices accounted for two-thirds of the rise. Last 

month the rate was running in excess of 13%. It is part of a 

global plague. 

Look at the rates in other countries -- Japan with a 

rate of 233, 

Britain, 12% 

(more) 
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West Germany, 7% 

Italy, 20% 

France, 13% 

Greece, 33% 

Switzerland, 12% 

Yugoslavia, 22%. 

Whether you look at CommLnist countries or conservative 

; ,-::". 

Switzer!.and, the disease is rampant. The United States has 

done be~ter than most countries, but all of them are infected. 

Some people view this without great alarm. Others feel 

inflation is like the famous, or infamous, description of sin 

-- "when first seen, viewed with terror, when next seen, the 

terror is gone, and after many exposures, viewed w"ith affection." 

The few who may profit temporarily merely dramatize h>w 

unfair inflation is to the many. 

Some would have us resign ourselves to inflation at 

current rates. They suggest we get "used to" the inevitable. 

I do not agree. 

Inflation such as we have in the world_today must be 

viewed with continuous alarm because inflation hurts. 

1) it hurts 20 million American pensioners. 

2) it hurts the poor who spend the largest share of 

their income on food. 

3) it hurts the corporation whose depreciation 

allowance will not buy new costlier equipment. 

4) it even has hurt the stock market, a supposed 

safe harbor from its ravages. 

5) it hurts because it gives reason to hoard things, 

to spend and not save, to live for today and forget 

tomorrow. 

6) it hurts because it destroys confidence in govern-

ment. 

World inflation must be fought. It must be brought 

under control. We have heard many discussions of its causes. 

Not all economists agree. But, all economists never agree. 

I think there are some clear reasons for the inflation we face. 
(more) 
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These, among others, have a significant effect. 

First, more people are dipping into a limited pot. 

Natural resources are limited at any one time. As more people 

try to emulate the American standard of living, the increased 

bidding for these resources increases prices. This demand 

has been further augmented by natural resource nations 

enforcing higher prices on basic commodities through a 

coordinated effort to market their products and increase their 

share. 

A second reason for inflation: MisJudgment in 

financing the war in Vietnam. This Administration inherited 

an under-financed war. We tried to have both guns and butter, 

and it didn't work. The cost had to be passed on·through 

government deficits and inflation. Although the war is over, 

our unsound fiscal policies of that era are still haunting us. 

A third reason: Lack of reality in foreign exchange 

rates. All during the late 50's and 60's the United States 

shipped paper dollars abroad and received Volkswagens ana 

Sonys in exchange. The rest of the world has now decided to 

cash in these dollars at the new and more realistic rates. 

They are increasing their own standards of livihg. They are 

importing American wheat, not paper dollars. So prices rise. 

Finally, the most important reason for our present 

record rat~ of inflation: The inabilit~ of free-economy 

governments around the world to solve the problem of full 

employment without inflation. There is even a theoretical 

device -- "Phillips curve 11 which attempts to show 

precisely how unemployment and inflation are related. This 

device illustrates that when employment is at its highest, 

so is inflation. The only problem is that no one has ever 

gotten it to work exactly the same way twice. At a recent 

conference of economists at the University of Rochester, all 

in attendance agreed that inflation and employment are related 

but again, of course, not all agreed on what should be done 

about it. 

(more) 
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No one claims to hav~ the complete answer. But as a 

citizen, facing this problem every day as all of you are, I 

know we need solutions. I'm confident we will find them if 

we clearly identi~ the pi;9b 1~m as~n .... ber one concern.~/-"1f ~ 
~~1..&l~~~ c...ofo---'1~- 4_,-. /, ~ 

Cont~s are now being tl'dr6p· ·/\ Temporai'ily,., they _ .fo ~ • 
were helpful, but they proved ~- as they have in the past 

to be no longrange solut-t.on. Contr,,,0¥, should be put on a 
/ +~o..~~· 

"standby basis," for "t-e~ra~Ef only·. 

This Administration now is dedicated to finding new 

solutions. It will be a long and difficult effort. It will 

require public support and a willingness to go the "hard way." 

The "hard way" means: 

Resisting the easy road of a "quick fix" by a tax cut 

that means more, not less, inflation. 

Reducing consumption. One result of the energy crisis 

has been a discovery of the virtues of reduced gasoline 

consumption by many of our citizens. Reduction of wasteful 

use of resources will help control inflation. We have learned 

that less driving resulted in fewer accidents, more home life, 

more use of our city parks and museums, and other unforeseen 

benefi~Pi· rt by all citizens to avoid wasteful 
aµ. ~5 

use of~resources~wilI nel control inflation. 

Also, the "hard way" will mean a refusal to panic or to 

hoard. We ~us~ ....... -f!ainst the temptation to buy for quick 

gain and beyond ourA~~- ~,)o L,~~~ .....__, 
The hard way will require us to retain our corfridLnce ./' 

in the free market system. Its ability to increase production 

and restrain prices has been proven in the past. 

Much of our history reflects our capacity to produce 

more than we can consume. Our free economy system can do this 

agai°N 1 T~l-:recent ~und in United States agricultural 

produlf~~J>d eoiaeftse 'or this capability. 

And goverrunent, too, must take the "hard way." It must 

control expenses. Inflation is first of all a problem where 

(more) 
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national government .governmen,ta#Aac~tiOI]..~1~ es~e~t al where 
' fn-t/t\ l/7t ~ Lt/\ • 

must be the pri e mover/( Th s includes both the legislative 

and executive branches. A much-needed governmental action is 

the prospective passage of the Congressional Budget Act which 
..... 4~~'Ge_ -

will give Congress a po::;2~ul too1A1n controlling excess a)/~ .,,/,:. 
expendit~~5t::P{'!i;~~/ / 

The Administratio~ mu/1','and will~c~ti~ue its effortB 

to reduce, delay, and cut back expenditures at the federal 

level. This-is not an easy job when so many desirable programs 

are suggested and the needs of the people are so clear. 

Government's "hard way" also requires a restrictive 

monetary policy that means, among other things, the discipline 

of high interest rates. 

Government's "hard way" also includes some hard 

thinking on new and innovative ways to meet our inflation 

problem. The first quarter of 1974, with a 5% drop in GNP and 

a 10% inflation rate, makes it imperative that we come up with 

some new and better ideas. We must find ways to increase 

production and meet any prob;em of unemplo~ment caused by 

economic restraint. New avenues for world-wide action to 

control commodity markets and prices are needed. Secretary 

Kissinger is already at work in this field. 

Alternative and innovative financing methods must be 

developed to prevent high interest rates which result in 

reduced housing production. 

The tax and regulatory systems must be used to i~n.crease . 
~V'~ ~. 

product~n~· dustries where shortage~sx. st. \I 1 _ 
~. -- ~~ ,,. ~~ -

. t;t.... he Trade ~~us,% be. pas d so"-'fhe tJ-esident 
~ ,, k~~-A.. ~ui. . ~ ... 

may negotiate elimination of barr1el"S't6 trade. Ti ese · / 

barriers presently cost the United States several billion 

dollars a year in the form of higher consumer prices and the 

inefficient use of resources. Freer world trade will mean 

lower consumer prices and more and better jobs here at home. 

Further study on the relationship of inflation and 

unemployment is needed. New thoughts and better solutions 

(more) 
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·are required. 

' () 1 Pr1m~ars t e rego~nition_.that inflation is a~ 
~k- ~~ -
-t:.wo•l~e d4.sease_wh ch must be diagnosed and controlled. 

This is much more iIJlportant than Watergate or even .our energy 

problems. Inflation, unchalleng~d, is a~ajo ~reat to our 
~-

tree economy and our form of government. · must be controlled. 

I am personally dedicated to this goal. It can be achieved. 

# II fl. 
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Bankers are not Shylocks, but the prime rate today over 
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Inflation has become world public enemy No. 1. If 

atomic war could be described as a potentially fatal stroke 

afflicting all humanity, then inflation may be termed a cancer 

that could cause a lingering death for the industrialized 

world. Unless something is done, the cancer of inflation 

could prove fatal. 

The inflation rate in the United States last year was 

about 10%. This was the highest rate since 1950. Higher food 

and energy prices accounted for two-thirds of the rise. Last 

month the rate was running in excess of 13%. It is part of a 

global plague. 

Look at the rates in other countries -- Japan with a 

rate of 23%, 

Britain, 12% 

(more) 



West Germany, 7% 

Italy, 20% 

France, 13% 

Greece, 33% 

Switzerland, 12% 
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Yugoslavia, 22%. 

Whether you look at Communist countries or conservative 

Switzerland, the disease is rampant. The United States has 

done better than most countries, but all of them are infected. 

Some people view this without great alarm. Others feel 

inflation is like the famous, or infamous, description of sin 

--
11 when first seen, viewed with terror, when next seen, the 

terror is gone, and after many exposures, viewed with affection." 

The few who may profit temporarily merely dramatize how 

unfair inflation is to the many. 

Some would have us resign ourselves to inflation at 

current rates. They suggest we get 11 used to 11 the inevitable. 

I do not agree. 

Inflation such as we have in the world today must be 

viewed with continuous alarm because inflation hurts. 

1) it hurts 20 million American pensioners. 

2) it hurts the poor who spend the largest share of 

their income on food. 

3) it hurts the corporation whose depreciation 

allowance will not buy new costlier equipment. 

4) it even has hurt the stock market, a supposed 

safe harbor from its ravages. 

5) it hurts because it gives reason to hoard things, 

to spend and not save, to live for today and forget 

tomorrow. 

6) it hurts because it destroys confidence in govern­

ment. 

World inflation must be fought. It must be brought 

under control. We have heard many discussions of its causes. 

Not all economists agree. But, all economists never agree. 

I think there are some clear reasons for the inflation we face. 

(more) 
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These, among others, have a significant effect. 

First, more people are dipping into a lirnited pot. 

Natural resources are limited at any one time. As more people 

try to emulate the American standard of living, the increas 

bidding for these resources increases prices. This demand 

has been further augmented by natural resource nations 

enforcing higher prices on basic commodities through a 

coordinated effort to market their products and increase their 

share. 

A second reason for inflation: Misjudgment in 

financing the war in Vietnam. This Administration inherited 

an under-financed war. We tried to have both guns and butter, 

and it didn't work. The cost had to be pass on through 

government deficits and inflation. Although war is over, 

our unsound fiscal policies of that era are still haunting us. 

A third reason: Lack of reality in foreign exchange 

rates. All during the late 50's and 60's the United States 

shipped paper dollars abroad and received Volkswagens and 

Sonys in exchange. The rest of the world has now decided to 

cash in these dollars at the new and more realistic rates. 

They are increasing their own standards of living. They are 

importing American wheat, not paper dollars. So prices rise. 

Finally, the most important reason for our present 

record rate of inflation: The inability of free-economy 

governments around the world to solve the problem of full 

employment without inflation. There is even a theoretical 

device -- "Phillips curve" which attempts to show 

precisely how unemployment and inflation are related. This 

device illustrates that when employment is at its highest, 

so is inflation. The only problem is that no one has ever 

gotten it to work exactly the same way twice. At a recent 

conference of economists at the University of Rochester, all 

in attendance agreed that inflation and employment are related 

but , of course, not agreed on what should be done 

about it. 

(more) 
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No one claims to have the complete answer. But as a 

cit en, facing this problem every day as all of you are, I 

know we need solutions. I'm confident we will find them if 

we clearly identify the problem as our number one concern. 

Controls are now being dropped. Temporarily, they 

were helpful, but they proved -- as they have in the past 

to be no longrange solution. Controls should be put on a 

"standby basis," for temporary use only. 

This Administration now is dedicated to finding new 

solutions. It will be a long and difficult effort. It will 

require public support and a willingness to go the "hard way." 

The "hard way" means: 

Resisting the easy road of a "quick fix" by a tax cut 

that means more, not less, inflation. 

Reducing consumption. One result of the energy crisis 

has been a discovery of the virtues of reduced gasoline 

consumption by many of our citizens. Reduction of wasteful 

use of resources will help control inflation. We have learned 

that less driving resulted in fewer accidents, more home life, 

more use of our city parks and museums, and other unforeseen 

benefits. A conscious effort by all citizens to avoid wasteful 

use of resources will help control inflation. 

Also, the "hard way" will mean a refusal to panic or to 

hoard. We must guard against the temptation to buy for quick 

gain and beyond our need. 

The hard way will require us to retain our confidence 

in the free market system. Its ability to increase production 

and restrain prices has been proven in the past. 

Much of our history reflects our capacity to produce 

more than we can consume. Our free economy system can do this 

again. The recent turn-around in United States agricultural 

production is good evidence of this capability. 

And government, too, must take the "hard way." It must 

control expenses. Inflation is first of all a problem where 

(more) 
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governmental action is essential, where national government 

must be the prime mover. This includes both the legislative 

and executive branches. A much-needed governmental action is 

the prospective passage of the Congressional Budget Act which 

will give Congress a powerful tool in controlling excess 

expenditures. 

The Administration must, and will, continue its efforts 

to reduce, delay, and cut back expenditures at the federal 

level. This is not an easy job when so many desirab programs 

are suggested and the needs of the people are so clear. 

Government's "hard wayn also requires a restrictive 

monetary policy that means, among other things, the discipline 

of high interest rates. 

Government's "hard way" also includes some hard 

thinking on new and innovative ways to meet our inflation 

problem. The first quarter of 1974, with a 5% drop in GNP and 

a 10% inflation rate, makes it imperative that we come up with 

some new and better ideas. We must find ways to increase 

production and meet any problem of unemployment caused by 

economic restraint. New avenues for world-wide action to 

control commodity markets and prices are needed. Secretary 

Kissinger already at work in this field. 

Alternative and innovative financing methods must be 

developed to prevent high interest rates which result in 

reduced housing production. 

The tax and regulatory systems must be used to increase 

production in industries where shortages exist. 

The Trade Reform Act must be passed so the President 

may negotiate elimination of barriers to trade. These 

barriers presently cost the United States several billion 

dollars a year in the form of higher consumer prices and the 

inefficient use of resources. Freer world trade will mean 

lower consumer prices and more and better jobs here at home. 

Further study on the relationship of inflation and 

unemployment is needed. New thoughts and better solutions 

(more) 
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are required. 

Primary is the recognition that inflation is a 

worldwide disease which must be diagnosed and controlled. 

This is much more important than Watergate or even our energy 

problems. Inflation, unchallenged, a major threat to our 

free economy and our form of government. It must be controlled. 

I am personally dedicated to this goal. It can be achieved. 

# # # 
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It is an honor to address the A.B.A. and to meet 

with so many old friends. 

For a short time I was in the banking business as 

a bank director. But it was long enough to learn that 

bankers do not subscribe to the old Puritanical axiom , 

"neither a borrower nor a lender be." 
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Grand Rapids, the leading banker was known as "old six 

percent 11
, a sort of J 'k Shylockr:::-use of the 

exorbitant interest rate he charged . ~imes have changed. 

Bankers are not ~hylocks)but the prime rate today is over 

10%. Inflation has hit the economy of the industrialized 

world---including the banks. 

Inflation has become world public enemy No. 1 . 

If atomic war could be described as a potentially fatal 

stroke afflicting all humanity, then inflat~on may be 
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termed a cancer that could cause a lingering death for 

the industrialized world. Unless something is done, the 

cancer of inflation could prove fatal . 

The inflation rate in the United States last year 

was about 10% . This was thehighest 

rise . 

Last month the rate was running in excess of 13%. It is 

part of a global plague. 

Look at the rates in other countries -- Japan with a 

rate of 23%, 

Britain, 12% 

West Germany, 7% 

Italy , 20% 

France, 13% 

Greece , 33% 

Switzeriand, 12% 

'Yugoslavia , 22%. 

Whether y ou look at communist countries or conservative -
Switzerland , the disease is rampant. The U. S. has done better 

than most countries, but all of them are infected . 
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Some people view this without great alarm. Others feel 

infl a t ion is like the famous, or infamous, description of sin 

''wh~n first seen, riewed wi-hj; ror , when next seen , .he ~er:r-or 

is gone .@after many exposures, viewed with affection." 

~
T~e "'ew~wh? may profit 
~ 

nf~i to the many. 

temporarily 
'l>~AMI\ -rtZ~ 

merely OiliiBsY(*~ 

Some would have us resign ourselves to inflation at 

current rates. They suggest we get "used to" the inevitable. 

I do not agree. 

~.~ ~ 
Inflation }ii e have in the world today must be 

viewed with continuous alarm because inflation hurt srJ!i a 1 
~· 

l} it hurts 20 mill~onA.~oners. 
2) it hurts the poor who spend the largest share of 

their income on food. 

3) it hurts the corporation whose depreciation allowance 

will not buy new costlier equipment. 

4) it even has hurt the stock market, a supposed 

safe harbor from its ravages. 

5) it hurts because it gives reason to hoard things, 

to spend and not save, to live for today and forget 

tomorrow. 

6) it hurts because it destroys confidence in 

government. 
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World inflation must be fough t . I t must be brought 

under c ontro l . We have heard many di s cussions of its causes. 

Not all economists agree. But~ all economists never agree. 

I think there are some clear reasons for the inflation we face. 

These, among others, have a significant effect. 

First, more people are dipping into a limited pot. 

Natural resources are limited at any one time. As more people 

try to emulate the American standard of living, the increased 

bidding for these resources increases prices. This demand 

has been further augmented by natural resource nations 
0)-\~ 

enforcing higher pric.::>/through a coordinated effort to 

marke t their products and increase their share. 

A second reason for inflation: Misjudgmeni in 

financing the war in Vietnam. This Administration inherited 

an under-financed war. We t r ied to have both guns and but ter, 

and it didn't work. The cost had to be passed on through 

government deficits and inflation.~,_.,j_ ~. -LA.)~ 

_..Q .:.,.. .. ~ ? ~ 
realit in forei n exchan e 

rates. All during the late 50's and 60 1 s the U. S. shipped 

p aper dollars abroad and received Volkswagens and Sonys in 
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exchange. The rest of the world has now decided to cash in 

these dollars at the new and more realistic rates. They are 

i ncreasing their own standards of living. They are . importing 

American whea , not p11per dollar s .. ~ prices rise • 
...-. 

~ 
Finally, ~most important reason for our present 

record rate of inflation: The inability of free-economy 

governments around the world to solve the problem ot full 

employment without inflation. '-There is even a theoretical 

device -- "Phillips curve'!_which attempts to show precisely 
-r~\j 

how unemployment and inflation are related. ~ device 

illustrates that when employment is at its highest~ so is 

~Irr 
inflation. The only problem i~ one has ever gotten it to 

work exact ly the same way twice.0t a. recent conference of 

economists at the University Of' Rochester, all in attendance 

agreed that inflation and employment are related but aeain, 

of course, not all agreed on what should be done about it. 

No one claims to have the complete answer . But as 

Q.1\..1 
a citizen, facing this problem every day ~ all of you, ~ 

I know we need solutions. I'm confident we will find them 

if we clearly identify the problem as our number one concern . 

. ' 
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Controls are now being dropped. Temporarily, 

- - --they were helpful, but they proved ,{as they 

~~ 
hav e in t~ p ast).... 

to be no lone(°'.,3.ange solution.~ould be l;>Ut on a 

"standby basi5Jtl for temporary use only. 

This Administration now is dedic~ted to finding new 

solutions. It will be a long and difficult effort. It 

will require public support and a willingness to go the 

"hard way. " The "hard way" means: 

Resisting the easy road of a "quick fix" by a 

tax cut that means more, not less, inflation. 

Redu~onsumption. One result of the energy 
/ 

crisis 

has been a discovery of the virtues of reduced gasoline 

consumption by many of our citizens. Reduction of 

wasteful use of resources will help control inflation. We 

have learned that less driving resulted in fewer accidents, 

more home life, more use of our city parks and museums, and other 

unforeseen benefits. A conscious effort by all citizens 

to avoid wasteful use of resources will help control 

in flat ion. 

Also, the "hard way" will mean a refusal to panic 

or·to hoard. We must guard against the te~ptation to 

buy for quick gain and beyond our need. 

I 
l 
I 
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The hard way will require us to retain our confidence 

in the free market system. Its ability to increase 

production and restr~in urices has been proven in the past. 

Much of our history reflects our capacity to produce 

more than we can consume. Our free economy system can do 

this again . The recent turn- around in U. S. agricultural 

production is good evidence of this capability. 

And government, too , must take the ·~way." It must 

is firs~blem where __ _ control exuenses. ~ Jnflation 

governmental action is essential, where national government 
..,6 . , .r • ..::t::, / " 

must be the prime move;;_, A much-needed governmental action 

is 
Q..>..A-·e.{'J 

the ?O t passage of the Congressional Budget Act which 

will give Congress a powerful tool in controlling excess 

expenditures. 

The Administration must, and will, continue its effor~ 

to re~~~lay, and cu~ck expenditures at the federal 

leve~ot an easy job w~ so many desirable programs are 

suggested and the needs ofApeople are so clear. 

Government's "hard way" also requires a restrictive 

monetary policy that means, among ot~er ~~n~s, the a;scipline 

of high interest rates. 

I 
I· 
! 
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Government's "hard way" also includes some hard 

think ing on new and innovative ways to meet our inflation 

problem. The first quarter of 1974, with a 5% droµ i n GNP and 

a 10% inflation rate, makes it imperative that we come u~ with 

some new and better ideas. We must find ways to increase 

production and meet~problem of unemployment caused by 

economic restraint. New avenues for world-wide action to control 

commodity markets and prices are needed. Secretary Kissinger 

is already at work in this field. 

Alternative and innovative financing methods must be 

developed ioprevent high interest rates which result in 

reduced housing production . 

The tax and regulatory systems must be used to 
{ 

increase production in industries where shortages exist. 

The Trade Reform Act must be passed so the President 

may negotiate elimination of barriers to trade. These 

barriers presently cost the U. S. several billion dollars a 

year in the form of higher consumer prices and the inefficient 

use of resources. Freer world trade will mean lower 

consumer prices and more and better jobs here at home. 

1. 

I 
I 
I 
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Further study on the relationship of inflation and 

unemployment is needed. New thoughts and better solutions 

are req_uired . 

Primary is the recognition that inflation is a 

worldwide disease which must be diagnosed and controlled. 

This is much more important than Watergate or even our 

-energy problems. ~ Jnflation , unchallenged, is a 

major threat to our free economy and our form of government. 

It must be controlled. I am personally dedic~ed to this 

goal. 

I 
l 



R 0 U G H D R A F T 

INFLATION -- PUBLIC ENEMY No. l 

It is an honor to address the A.B.A. and to meet 

with so many old friends. 

For a short time I was in the banking business as 

a bank director. But it was long enough to learn that 

bankers do not subscribe to the old Puritanical axiom, 

"neither a borrower nor a lender be." 

When I grew up in the town of Grand Ranids, the 

leading banker was known as "old six percent'', a sort of 

Shylock, because of the exorbitant interest rate he 

charged. Times have changed. Bankers are not shylocks 

but the prime rate today is over 10%. Inflation has hit 

the economy of the industrialized world--including the 

ban ks. 

Inflation has become world ~ublic enemy No. 1. 

If atomic war could be described as a notential fatal 

stroke afflicting all humanity, then inflation may be 
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termed a cancer that could cause a lingering death for 

the industrialized world. Unless something is done, the 

cancer of inflation could prove fatal. 

The inflation rate in the United States last year 

was ab out 10%. This was thehi est rate since 1950. 

Hi er food and energy prices accounted for 2/3's of the rise. 

Last month the rate was running in excess of 13%. 

part of a global plague. 

It is 

Look at the rates in other countries -- Japan with a 

rate of 23%, 

Britain, 12% 

West Germany, 7% 

Italy, 20% 

France, 13% 

Greece, 33% 

Switzerland, 12% 

Yugoslavia, 22% 

Whether you look at communist countries or conservative 

Switzerland, the disease is rampant. The U. S. has done better 

than most countries, but all of them are infected. 
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Some people view this W'i.thout great alarm. Others feel 

inflation is like the famous , o~ infamous, description of sin 

"when nrst seen, iriewed wite. when next seen, the terror 

is gone, & after many exposures, viewed with affection." 

The few who may profit temporarily merely dramati zes 

the unfairness to the many. 

Some would have us resign ourselves to inflation at 

current rates. They suggest we get "use a to" the inevitable. 

I do not agree. 

Sc,ct\ QS 
Inflation ~ we have in the world today must be 

viewed with continuous alarm because inflation hurts. 

l} it hurts 20 million pensioners. 

2) it hurts the poor who spend the largest share of 

their income on food. 

3) it hurts the corporation whose depreciation allowance 

will not buy new costlier equipment. 

4) it even has hurt the stock market, a supposed 

safe harbor from its ravages. 

5) it hurts because it gives reason to hoard things, 

to spend and not save, to 11.ye tor t.o.day ana :forget 

tomorrow. 

6) it hurts because it destroys confidence in 

government . 



-4-
( 

World inflation must be fought. It must be brought 

under control. We have heard many discussions of its causes, 

Not all economists agree. But, all economists never agree. 

I think there are some clear reasons for the inflation we face. 

These, among others, have a significant effect. 

First, more people are dipping into a limited pot. 

Natural resources are limited at any one time. As more people 

try to emulate the American standard of living, the increased 

bidding for these resources increases prices. This demand 

augmented by natural resource nations 
~~~ 

has been further 

enforcing higher prices through a coordinated effort to 
If 

market their products and increase their share. 

A second reason for inflation: Misjudgment in 

financing the war in Vietnam. This Administration inherited 

an under-financed war. We tried to have both guns and butter, 

and it didn't work. The cost had to be passed on through 

government deficits and inflation. (Jl/;t,... ~ ~~ ~ ~ 
--1. P-~-~- '/ -.. .._,.z:l('. ~ ....... 

A third reason: Lack of reality in foreign exchange 

rates. All during the late 50's and 60 1 s the U. S. shipped 

paper dollars abroad and received Volkswagens ana Sonys in 
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exchange. The rest of the world has now decided to cash in 

these dollars at the new and more realistic rates. They are 

increasing their own standards of living. They are importing 

American wheat not paper dollars. So prices rise. 

Finally, and most important reason for our present 

record rate of inflation: The inability of free-economy 

governments around the world to solve the problem of full 

employment without inflation. "There is even a theoretical 

device -- "Phillips curve'.!....which attempts to show precisely 

how unemployment and inflation are related. This device 

illustrates that when employment is at its highest, so is 

-l:ha.t-
inflation. The only problem isAno one has ever gotten it to 

work exactly the same way twice.) At a recent conference of 

economists at the University ot' Rochester, a.ll in attendance 

agreed that inflation and employment are related but ag&in, 

of course, not all agreed on what should be done about it. 

No one claims to have the complete answer. But as 

a'S 
a citizen, facing this problem every da.y ~ all of you Dre. 

~ 

I know we need solutions. I'm confident we will find them 

if we clearly identify the problem as our number one concern. 
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Controls are now being dropped. Temporarily, 

they were helpful, but they proved (as they have in t~past) 

to be no long range solution. Theee should be put on a 

"standby basis' for temporary use only. 

This Administration now is dedicated to finding new 

solutions. It will be a long and difficult effort. It 

will require public support and a willingness to go the 

11hard way." The "hard way" means: 

Resisting the easy road of a "quick fix" by a 

tax cut that means more, not less, inflation. 

Reduced consumption. One result of the energy crisis 

has been a discovery of the virtues of reduced gasoline 

consumption by many of our citizens. Reduction of 

wasteful use of resources will help control inflation. We 

have learned that l~ss driving resulted in fewer accidents, 

more home life, more use of our city parks and museums, and other 

unforeseen benefits. A conscious effort by all citizens 

to avoid wasteful use of resources will help control 

in flat ion. 

Also, the "hard way" will mean a refu~al to panic 

or to hoard. We must guard against tne t~m~tation to ·, 

buy for quick gain and beyond our need. 
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The hard way will require us to retain our confidence 

in the free market system. Its ability to increase 

production and restrain prices has been proven in the past. 

Much of our history reflects our capacity to produce 

more than we can consume. Our free economy system can do 

this again. The recent turn-around in U. S. agricultural 

production is good evidence of this capability. 

And government, too, must take the "hard way." It must 

control exuenses. For inflation is first a problem where 

governmental action is essential, where national government 

~~~.14~~.0l~•c~~. 
must be the prime mover~ A7ch-needed governmental action 

is the ~~passage of the Congressional Budget Act which 

will give Congress a powerful tool in controlling excess 

expenditures. 

The Administration must, and will, continue its effort 

to reduce, delay, and cut back expenditures at the federal 

Th 1
1
5 

level. not an easy job when so many desirable programs are 

suggested and the needs of people are so clear. 

Government's "hard way" also requires a restrictive 

monetary policy that means, among other tl;!ings, the discipline 

of high interest rates. ( 



=8-

Government's "hard way" also includes some hard 

thinking on new and innovative ways to meet our inflation 

problem. The first quarter of 1974, with a 5% drop in GNP and 

a 10% inflation rate, makes it imperative that we come uu with 

some new and better ideas. We must find ways to increase 

~ production and meet problemSof unemployment caused by 

economic restraint. New avenues for world-wide action to control 

commodity markets and prices are needed. Secretary Kissinger 

is already at work in this field. 

Alternative and innovative financing methods must be 

developed ioprevent high interest rates which result in 

reduced housing production. 

The tax and regulatory systems must be used to 

increase production in industries where shortages exist. 

The Trade Reform Act must be passed so the President 

may negotiate elimination of barriers to trade. These 

barriers presently cost the U. S. several billion dollars a 

year in the form of higher consumer prices and the inefficient 

use of resources. Freer world trade will mean lower 

consumer prices and more and better jobs here at home. 
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Further study on the relationship of inflation and 

unemployment is needed. New thoughts and better solutions 

are required. 

Primary is the recognition that inflation is a 

worldwide disease which must be diagnosed and controlled. 

This is much more important than Watergate or even our 

energy problems. For inflation, unchallenged, is a 

major threat to our free economy and our form of government . 

It must be controlled . 1 am yersonally dedicated to this 

goal. 




