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FORD'S BANKERS SPEECH MARCH 24, 1966

It is this kind of budgetary policy, coupled with an easy-money policy
the Federal Reserve Board has tried to curb, which has proauced the inflation
now crowding in on us.

Shrewd politician that he is, President Johnson has sought to create
the impression that his is the course of fiscal integrity. He has muffled
the fact that the government will wind up the current fiscal year June 30
with a $6.4 billion deficit. He speaks proudly of a projected fiscal 1967
deficit of--he says--'"'only' $1.8 billion.

Well, you and I know that this so-called $1.8 billion deficit is a
pipe dream--a figure written ininvisible ink because it just won't be there
for anyone to read when the due bills and the tax money are stacked side by
side at the end of June, 1967.

So we Republicans are trying to cut Lyndon Johnson's $112 billion
budget. It's really $130 billion, but let's play along with him on the
figure and use his.

First of all, the President uses all kinds of gimmicks to come up with
the $1.8 billion deficit he's so proud of--and since when should anybody be
proud of a deficit? And then he includes in this phony budget reductions in
good sound programs that have proved their worth.

He knows Congress is not going to cut the ground out from under our
great land-grant colleges like Michigan State University by withholding most
of their federal supporting funds.

He knows Congress is not going to chop the school lunch and school milk
programs down to a bare minimum.

He knows Congress is not going to erase most of the support which has
been going to our agricultural extension program.

He knows Congress is not going to virtually wipe out federal school
construction aid for areas impacted by the youngsters of federal workers or
of parents working on federal contracts.

Call these''sacred cows' if you will, but let's be honest about these
things. These are programs Congress is not going to cripple because President
Johnson wants to brag about holding the fiscal 1967 deficit down to a phony

$1.8 billion.
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He couldn't keep the deficit down to that figure anyway, even if
Congress threw political caution to the winds and put the axe to such pro-
grams as school lunch and school milk,

The reason is that his own liberal Democrats in the House right now are
busy jacking up the price tag on the Johnson Administration's new program of
aid to elementary and secondary schools...the program of general aid to
schools which got started last year under the guise of helping needy children.

The Democrats who currently are planning to pump more money into the
program than requested by the President won't say just how much more it will
be. But you can be sure it will run to hundreds of millions of dollars...
maybe close to another billion,

This is clear because for one thing the Administration wants to knock
out last year's provision for $400 million in incentive grants to school dis-
tricts otherwise ineligible for help under the S8chool Aid Act, and the big-
city Democrats in the Education and Labor Committee are saying, '“nothing
doing.” They're saying this despite the fact that John W. Gardner, Secretary
of the Health, Education and Welfare Department, insists that any incentive
grants paid out under the 1965 School Aid Act will be nothing but a "windfall
to the districts getting them. These are his own words. But things like
that don't bother the liberal Democrats on the House Education and Labor
Committee,

By the time the Democrats on this committee and otherbig-spender
Democrats in the Congress get through with President Johnson's budget--which
is phony to begin with--the fiscal 1967 budget total will shape up as a
much fatter figure than the one produced by Lyndon Johnson's sleight of hand,

It will be an inflated figure. The liberal Democrats will simply ignore
their boss on this one...and they'll run right over Republicans in Congress
because, unfortunately, they outnumber us two to one...We're going to change
that in November.

Getting back to the gimmicks in the budget, one of them was to get the
bankers to provide the funds for the National Defense Education Act's loan
program, The President was counting on getting the government out of that
lending program and this was one of the moves to make his fiscal 1967 budget

look good.
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But what he didn't realize is that you fellows couldn't take over the
load that quickly, and so he had to backtrack on his plan at least for fiscal
1967.

Government isn't run as efficiently as a business., It isn't rum with
the high degree of efficiency you people attain in banking. It couldn't be-~
no matter how much President Johnson talks about getting the greatest
possible value for every federal dollar,

You and 1 know there is waste and inefficiency in the Johnson Adminis-
tration simply because there is such a broad array of agencies operating in
the same field, with inevitable overlapping.

As 1 pointed out in a recent address,..there now are 42 separate federal
agencies involved in education programs alone, There are at least 252
welfare programs today, including 52 separate federal economic aid programs,
57 job training programs and 65 programs to img;ove health.

Now,..is it any wonder that the federal &%has not been balanced
since 1960 under President Eisenhower?

Democratic administrations have produced deficits totalling $34 billion
since lke left office, and more large deficits are being manufactured by
President Johnson and the liberal Democrats in Congress.

That's why I say the economic policies of the Johnson Administratioa are
bringing us to the crisis point--the possible kickoff of runaway inflation.

The warning flag has been hoisted by the record rise for  February in
the wholesale price index.

Supplier prices are going up. After mid-year, the stuff business buys
at wholesale will cost about 4 to 5 per cent more than last year.

Money is being poured into expansion. Businessmen enjoying record
profits aren't inclined to argue with suppliers over their prices. They
plan to raise their own prices, and this is becoming the prevailing attitude.

I know our sutomobile manufacturers are determined to keep the price of
cars steady.

But how long can they hold the line if the suppliers bump up their
prices and production costs go up due to more overtime and the shortage of

skilled labor?
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