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T ODOR ROOS V LT T .~OUGHT THE VIC 

PR SIDE CY' AS~ AS HE PUT IT , "R ALLY A FIFTH 

~ ~ L. " E SA I D "IT IS 'OT A ST PP I 'G ST -

TO A YTHl1 G UT OBLIVIO~' . " A !DH · ~ T 0 TO 

co I ~E 'T T AT '· OULO " ATH R BE A 'Y ODY , SAY 

A PROF SSOR OF I STORY , T A ' VI c- PR SI - 'l . " 
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JITH ALL RESP CT TO TH ODOR OS V LTJ 
I A-~ 'OT SE KI J TO L.C01!i- A PROF SSOR OF 
HISTORY -- A1 D C RTAI 'LY 'OT A PROF SSOR 
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A S\ -PING C ALLE GE A 0 THE OFFIC- OF THE 
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CHARGED IT' I f11PORT A T RESPO 'SI IL IT 1-s. 
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AS VIC PRES Io- T, I S EK R~r: I LAT I 0 :r 
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'OT R CR I • I ' T I 0 • 

' ~IL THIS 1AY OT - A SPECTACULAR 
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I SE - I T • I 0 '0 T SH TH P SS I • I S. OR 

IT ORA U .~L SY 0. lE OF SO , OF ~y PRE CESSORS . 

'VISAGE A VIC - PRESI NTIAL FU CTIO' 
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1 T 1 s 1 ' THAT SP 1R1 T A 'J FR or. T '-IAT v 1 
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13 %: _ XP CT TO I 1PROV OUR P,.. RFOR A C 
uY y - ! • wUT IT I STILL A GLD AL 

PLAG • T R YOU LO K T C . ,LJ I ST 

lTRI S OR 8 S RJATIVE S ITZ~ LAN ~ T 
' 

IS AS IS RAt<, A 'T . T ~ IT ST AT S S 

DO 3~TT R THAN ~OST COU T I s, UT ALL OF 

US AR~ I F CT'- • 
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SO iE OULD AV~ US R SIG OURS LVES 
TO I 'FLAT I 0' AT cu R 'T RAT s . T EY suGr. ST 

~:- G T "US· 0 TO" T I ,-v I TA3L • GOOD 
AUTHORITY HAS PROPOStO "I D XI G" SO 1 AT 

I FLATIO' GA EUTR Llz-o y JUSTI 'G TH,.. 

NU .BERS . 11 IS IS A POTE JT I ALLY DAt'G-ROUS GAr~-• 
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TH I 'DEx:-s c ULD _cot. A OLITICAL FOOT ALL . 

FAIR cSS TO ALL DUL 8 LP CTI CAL . A 

' ORST OF ALL I 1 T E . 'OR S OF RT, ~ 9UR S 

"IF A ATIO OF OUR TR ITIO S ATT iPT 0 TO 

I .AK - I T As y T 0 L I v I T I 1 FL AT 0 ' ••• 

. QLJLO SLO LY MT ST A ILY LS T 

DI SC I PL I - 1 o-o TO P SUE GOVi-R '1 1 T L 

POLI IS ITH A' Y TO THt P-R .. E'T ,, LFAR 

OF OU p:-opL_ . " 
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I !FLAT I 0 SUCH AS J HAVE I TO AY ' S 

ORL 11UST DC v IL- ~ 0 ' I TH co TI 1 uous L. R i 

-cAUSc: I FLATIO' URTS . --
1 • 1 T : URT s .oR- TH A ' 2 e r . 1 LL 1 a ' 

A ~-RI CA p- 'SI Q,' S. 

• IT HURTS TH POOR . '10 SPc '0 TH~ 

L RGEST SHAR OF T EI R I. 'C01 ~ J F OD . 

3 . IT HURTS T I OJLE CLA S Y 

R U8 I G T v ALU F TH IR SAVI 1 'GS A 0 TI IR 

A ILITY TO PROVI FULLY FORT .c:1.S LV S. 

4 . IT ~URTS CAus- IT GIV s RAS ' 

TO OARD T: I GS1 TO SP N A OT SAV , TO 

LIVE FOR TODAY A D FORG T T01DRR ~ . 
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IT DISRUPTS 0 
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I. 0 -y , AT "HAT 

I 'T R ST RAT L.. , ~-, IT A U 'K 0' ' UT I 1CR AS I 'G 

I 'FL TI 0 ' RAT 0 T, E HOR I ZO ? HAT IS rn-
PRGPCR R,...TURN ON E U I TY ' E ' I 'FLAT I 0 STRIKE~ 

0 OtE K 0 S. THUS I 'FLATIO THR AT SOU 

A I L I Ty Ta a BT ,l I ' c A p I TA L I v EST I T , T :1 E As I c 
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T. I T D I G 0 I I A As LO' A p C" c L.. TAG- • 

FOR XA YI L J IT AL y SP IT 22; FRA CE 21%, 

A, '0 JAPA 38%. 

-~ 



- 1 -

~ . INFLATIO' TS -cAus~ IT 8A s.s 
US TO OV RSTAT THc PROFITS OF I 1JUSTR • 

PAP-R GAi !S u- TO I tFLATIO.' PROVIO A FALS 

OF PROSPERITY . 0 OF TH . _SOS 

FOR TODAY ' S Lffi 1 ~RK T LTIPL SC RTAI LY 
IS OU T A OUT ·· T IS '0 ~ PORT D S P OF IT. 

F RTH I .OR , LPR ... C I AT I 0 ' ALLO' . 'Ct:S 
AS- 0 OLD ISTORICAL COSTS AD TO OUR 

PR Lr. 1 I OF 0.J T I I I 8R AS lJ c p IT AL FO 

I 1 'VEST.' T. CAS FL :• PROV ID Y S C 

1:P CIATIO~' '~ ILL 'OT EGI TOR PLAC E UIP-

ENT AT . HIGH COSTS • 
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AS A R SULT1 A SU STANTIAL A~OU 'T 
OF CAPITAL EROSIO IS NO~ GOI G ON . ECO '0 IST 
G~ORG TERBORGH ESTI ATES THAT I 1 73 
AM RICAN NO FINA 1CIAL CORPORATIONS ~ -R U R-
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7. FINALLY, I IFLATIO' HURTS JEC US 

IT ULTI ATELY COULD ~STROY OUR CO'FID- CE 
I ' T 1 A I L I TY OF G 0 V :-R v1E T T 0 G 0 VE ' • 

HAT .I.UST ON TO STOP T' E PA I F 

I FLAT IOI? LlcV TIER IS 0 EASY AY --
ONLY A .AY . " 

IT ILL ~A LOG Al JIFFICULT EFFORT . 

I T 'fJ I LL _ U I RE PU~ L I C SUPP 0 T A 'D A ' I LL I G -

• - ss To Go T H " A o · ~A Y, " UT 1 T . u ST E J or ' • 
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THE HARD AY E 'S : 

RES I ST I JG THE EASY ROAD OF A " U I CK 

FIX" Y A TAX CUT T:-IAT Ar S , OR , OT L SSJ 

I 'FLAT I 0 J. 

RESISTI G THE T "1PTATIO T TREAT THE 

SYr·tPTOrJ.s . y RE I 'ST I TUT I 'G OVERALL PR I CE A '0 

AG CO TROLS . 

COJTROLS AV No·· EE DROPP D. 

T PORA ILY, TH Y ER_ : ELPFUL1 BUT THEY 

PROV -- AS TH Y HAV I ' THE PAST -- TO 

0 LONG -RA 'GE SOLUT I 0 • .~ 
, . 
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OUR XP RIENCE ~ITH LlO·TROLS I DICAT~S : 

1. CO TROLS DO OT PR VE 'l I FLATION, 
TH Y . R LY SHIFT IT AROU D FR • 0 E A TO 
A 101 • 

• co 'TROLS CAUS s:~o T AGt-S T y 
I NT-RF RI~ G . I TH ,..FFORTS TO I CR AS 

PRO UCTIO A Y STl ,LJLATI . EXPORTS . 

3 . CONTROLS CR-AT IN OUITI S A D 
U FAIR SS I ' THEI AO, ~I ISTRATIO ' · 
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I ' -x TR r1.- CA S S 1 L I. I T 0 A 1.., SP C I F I C 

CO 'TROLS vAY APPROPRI T FOR T PORARY 
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T A D AY ~c SSITAT-s : 

DISCOV RY OF TH VIRTU S OF R OUC 0 GASOLI l 

co SU1 .PT I 0 I y .A y OF UR c IT I z I s. ' ~E 

L~AR ED THAT L SS RIVI SULT D I F ~ -

ACC 0 'TS J ' R O'.,E LI F , I R s F OU 
CITY PARKS A' S U.S A 1 OT':R ''FR S _, 
-~_FITS . CO SCIOUS FFORT 3Y ALL CITIZ- . S 

TO AVOI 'ASTEF L J - ~SOU C ' ILL HELP 

co 'TROL I FL TI 0 ' . IT I ALS I ' 1PROV T 

r uALtTY OF OUR LI V~S . ~ , 

. . 
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ITS A ILITY TO I 'C A PROOUC110 . ' 

R STRAI' PR1ccs HAS EN PR v 1.~ T. PAST • 
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~UCH Or OU HISTO Y R FL CTS 0 
CA AC I TY TO PRODUC- . ,QR- T A '·~ CA ' CO !S .. 1L . 

OU FR= co 01~Y SYST_m CA Ou T IS GAi ' · 

T. TUR '- A OU' I' LJ, ITED STAT S AGRICULTURAL 

PROQUCTIO' IS GQO VID~ C OF THIS 
CAPA ILITY • • V AT PRICcS AVc FALL RO .. 

A I I 0 ~B UT • 00 T 0 T :, I G - 0 I 000 OF 

- . 80 -- STILL A 00 P FO T FA 

f'Jd~~ 
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A 0 GOV R '' 1t T, T 00, .UST TAK T 

"HA Q 'VAY . " IT , 1UST CO 'TROL EXP NSES . 

INFLATIO t IS AP 0 L I\11 _R_ OVE .. E TAL 

ACTIO IS ~SSE 1TIAL j '~HER OUR 1ATIO AL 

o v R '· J T ~us 1 .J .. 1 P " .o v -R • T 1 s 
I CLUD S OTH TH: L GISLATIV A _X C TIVr 

RA.'CH S. A iU H- Ee-OED GOV,.. TAL ACTIO' 

IS T. PR SP CTIV P SSA ,.. o- T 1- no G -s I 

3U G'-T ACT) ~1 ICH ILL GIV CO.JG :-ss A PO RFUL 

T OL IN CO, T OLLI 'G XC SS XP I TU. '=S . 
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TH A 0 I 'I ST AT I 0 1U T / A 'D 'J I LL , 
co 'Tl ITS FF TS TO R ouc~, 0 LAY, A '0 

CUT AvK XP~ DITUR s AT T' F o-RAL L-v L. 
T IS IS OT A EASY JO '~ - SO .A Y DES I A LE 

PRO RA •• s A c. GG s1=0 A 10 T' u 'l. T , , ~ s OF 

T: ~c.OPL- AR_ S CL: R1 '1-t:l.A..r~~ 

r IL f-r- M. "~· 
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T. HA VAY ALSO 

' Y A ' CR IT . 

I A I 11 H I 'T ~ST T s -- UT 0 'Ly 

T ,p I Ly . AS . - uc_ I FL T I ', I T - ST 

R T s . I I LL FALL . 
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: ALL AVL- \PT ' IPPI 1G J8Y 

IT c I s T I 'FLAT I 0 I . T R AL c LPR IT 

T 0 A Y 1 AS I T HAS '""'1.. - ' , I S - X CE SS I V O _ 1A • 

OU L IGIT I 1FLATIO IS A _s LT OF DOU L 

IGIT I JC. t:"AS S I 0 'c.Y SUPPLY Ar D U3L7 

;: D 1 G I T r I C I TS • 

sou, J .o\ TARY "'0 FISCAL POLICl-s 

AR A' SS 'TIAL PART OF TH A S' R T 

I FLATIO • 
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. : ALL . AV R p-T I I pp I ,' - JOY 'H- I 

IT c Is T I FLATIO ' · T R AL ULPRIT 
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SOU ' l .O • T ARY t1D FISCAL OL IC 1-s 

AR- A' SS 'TIAL PART OF T A S' R TO 

I FLATIO • 
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GOV R,~ .. - T'S "~ A D AY" LSD I 'CLUO._S 

SO·v~: ARiJ TH I KI 'G 0 'OVAT IV AYS 

TO .. T OUR I 'FLATION PR03L~ .• TH FIRST 

UART~R F 1 74, IT A 5% DROP I G 'P A '0 

A 1 0 % I J FL AT I 0 RAT , ·w~A S I T I i .Pr-RAT I V T AT 

~ - C 0 1E UP I T S . , E A D -. TT R I D- AS • ~ -

.UST FIN 1AYS TO I CREASE PROOUuTIO' A 0 YT 
r .E T Y PRO LE . OF u 1 .PLOY1 . _NT cAus~o Y 

CQ~!Ou~ IC R-STRA I T. ' .~J AV 'UES FO fORLD-

' I ACTI01 TO CO 'TROL CO.AvOOITY , ,A ;/rTS A '0 

PRICES ARt _ OcO . s•cR TA Y KI SS I 'Gc-R IS 

AL R c ADY AT 'J 0 K I ' T I S F I L 0 • 
/ 
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Gav R r . !:"" 'T .. u ST LE T 1 o F 1 G · 1 T 

..• 0 ' POLY PO r1 - R ' H TH I LA 0 0 I ' 
- a::::::::~~ 24::;, ~-

I ' UST RY . . 0 OPOL Y I ' VITA LY E UCES 

SUPPLY A1'D CR· AT_S ARTIFICIAL IGH PRIC ... S. 

ALT R1 'AT IV A JO I . J, OVAT IV FI A 'CI G 

~ T oos us1 o~v LOPED TO P. v • T 1 -

I 'TR ST RATS) HIC Rr:SULT I DUC D 

H DUS I 'G P UCT I ' • 

fl )~~~~6-<. 
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T1 REGULATORY SYSTE S UST US 
TO I CR~AS PR D nTIO I 
SHORTAG s EXIST . T IS A 1S A EVI I OF 

GULAT I 0 'S F CT I 1G PR IC I G 1V I T AL 

' OS, A 0 RESTRlnTIV PRODUCTIO 
TO o_ T R1 I 1' T EI R -FF-CT 0 SUPPLY . ' I LL 

T ~IV U OUR GAi S I T S ARc SJ UT 
TH Y .UST - CAR~FULL Y BALA C AGA I 'ST T 

D TO STOP T - I t'FLAT I 0 T' UGH I CR AS D 

SUP LY . TAX CA GS A A OTH R 0 T TO 
PROV I I G I C 'TI V S FOR I 'C EAS~ PROD .~TI 0 • 
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T - TRA i:- Rt.. • . ACT usT PAss-

so THr- PR-Sl!J- T . AY ,-GOT I ATE LI ,I ATIO' 
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E TO V LOP A CO •. 0 U R-

ST A I 'G ND AGR:-E .:- 'T T AT I FLAT I IS A 

~ ORL ' ID DI s~ AS • I 'FLAT I 0 I J u c; ALL G~!J J 

IS A .• AJO T , :AT TO F 0 . 1c-s. 'J F 

P .OPL S. IT .. ST Cvi'TROLLD . l 
P RSO 1ALLY 0 ... ICATr-D T T IS L • . IT A 

DTE :.1 ATIO TOG TH HA 'AYJ '~ c ' I T 

T IS TH T. 
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REMARKS OF VICE PRESIDENT GERALD R. FORD 

Hl'-"RJIV ECONOMIC CLUB OF N. Y. 
~IV f'tJll.t< ~i/t:J/~L.~ fV\fty 6 / /'f?~ 

'fi~ /?Bi£ME /,.ff ?Ve2'1y A/k's. 
Should a Vice President rush in where economists fear to tread ? 

I refer to the topic of inflation . I raise this question because of warnings 

---.. 
that the economists have been z wrong, that their credentials are being 

challenged, and that a Vice President daring to address the issue of inflation 

would be charged with inflating his own ego . 

Benjamin Franklin was - among other things - an economist. He 
having 

was also again~ Vice President included in the table of organization 

of the Federal Government . Franklin said thaf'7ii£ they insist upon having 

one, I shall address him as 'Your ~uperfluous Excellency "· 

II & 1 

""L tU1&& l!opph g * nCfs 251 ffiii g 1 Lil l I I n • " 

Vice President Alben W. Barkley, upon assuming office, com1 ienteJt~ 

"inasmuch as I am about to enter upon the discharge of duties that require four 

years of silence, I will be brief . 11 

Theodore Roosevelt thought the vice presidency was , as he put it , 

"really a fifth wheel~ He said "it is not a stepping stone to anything but 

oblivionW., And he went on to comment that he woul,.ather be anybody, 

say a professor of history, than Vice President . " 

With all respect to Theodore Roosevelt, I am not seeking to become a 

professor of history - - and certainly not a professor of economics . But 

I am honored to serve as Vice President . ~2111111(11_ ••-•&•t••r•-rv••~ll!Fj••ll•r•lllll(•· __ _ 
.. ... . ........... ... :· . Our institutions face a 

/\. 

. . 



--- IN /4 
sweeping challenge and the office of the vice presidency is charged with 

/'-
important responsibilities . 

When I became Vice President , I pledged to use whatever reputation for truth •rn 
11"" D Ht1~E$°r)"' 

f'..I acquired in the Hous~ along with whatever capacity for reasonable till? .. 

compromise I might possess to make this Government work better for the good 
~ 

of all citizens I believe the Vice Presidenc:s.:esents a unique opportunity • 
making 

.-i fts perspective is both legislative and executive~ ~ssible both 

communication and compromise. 

As Vice President, I seek reconcilation , not recrimination . 

While this may not be a spectacular role for the next three years , it is 

the way I see it • I do not share the pessimism or withdrawal syndrome of 

some of my predecessors. I envisage a vice-presidential function involving 

responsible work for the future, ~~~41/M ; ~ediating and 

moderating differences , remaining open and flexible, to keep America great. 

AN.1> 
It is in that spirit 75\from that viewpoint that I address myself today 

to an issue that transcends all branches of governmei~~JJ political parties, 

and affects all of our people. I refer to th~~9f'~problem of 

inflation . 
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Inflation has become world public enemy No . 1. If 

atomic war could bx. su 

humanity, then inflation 

~ 
ea.rt attack destroying all 
~ ..,.._ P-4.,, ? ,;, 

may ~ cancer that coula 

cause a lingering death for the industrialized world. 

Unless something is done, the cancer of inflation could 

The inflation rate in the United States 1ast year was 

.,. 
about_ l0%J TSlis Hli a the highest rate since 1950. Higher 

f~ount• for 50%jand energy price7~% of the rise. 

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

to improve our performance by yeartend. But it is still a 

global plague. Whether you look at Communist count~ies or 

conservative Switzerland, the disease is rampant. The United 

States has acne better than most countries, but all of us are 

infected. 

Some people view t~i• without 8reat alara. Thev s e em to 

feel inflation is like the famous, or infamous, description 

of sin -- "when first seen, viewea with terror; when next 

seen, the terror is gone ; and after many ex~osures, viewed 

with affection." 

.. 



' - 4-

t1o'rf 7 
f& ir iJ "' "' £! fJ!?± Iii I CA§ i\Mlfly • 

Some would have us resign ourselves to inflation 

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

Good authority has proposed '~ndexing'so that inflation can 

be neutralized by adjusting the numbers. ~~~~!:::::!!8;a~~a~ is is 

a potentially dangerous game:.;.. 

~he indexes could become a political football. 

Fairness to all would be impractical. And worst of all, 

in the words of Art)u:- Burns, "If a nation of our traditions 

attempted to make it easy to live with inflation .•. we would 

slowly but stea dily lose the sense of discipline needed to 

pursue governmental policies with an eye to the permanent 

welfare of our people." 

t?JlJhY'F 
Inflation such as we have in '1 world GFs must 

be viewed with continuous alarm because inflation hurts. 

--1) !.t hu~ more than 20 million American pensioners. 

r.-
2) l t hurts the poor who spend the largest share 

of their ineGlae o~ food. 

3) ft hurts the •iddle class by reducing tbe 

value of their savings and their ability to 

provide t•1ly tor themselves. 

/ 

.. 
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4) lt hurts because it gives reason to hoard 

things, to spend and not save, to live for 

today and forget tomorrow. 

5) f t hurts because it disrupts our capital / 

markets. Who will lend money, at what interest 

rate, with an unknown but increasing inflation 

rate on the horizon? What is the proper return on 

equity when inflation strikes? No one knows. Thus 

inflation threatens our ability to obtain capital 

investment, the basic ingredient needed for increased 

production and lower prices. -The U. S. spends "llifF too small a portion of its Gross 

National Product on investment. Based on 1969- 1971 

averages, gross private and government investment was 

but 18% of Gross National Product in the United States. 

Only the United Kingdom had as low a percentage. For 

example, Italy spent 22%, France 27%, and Japan JflC 

i:i:lliEJi~iil;j0ialllllimA~ 3 8 % • 

6) :fnflation hurts because it causes us to overstate the 

profits of industry. Paper gains due to inflation~ 
"""-' a false sense of prosperity. One of the reasons 

for today's low market multiples certainly is doubt 

about what is now reported as pro~it. 
~d/1-yJ C4-<> 

Further, ""'depreciation ~·~·""6,.iSl!!ll!l•g._....., 

. . 
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- ol~stortcal costs add' to our problem of 

ll increased capita~vestment. 
I' 

will not begin to replace equipment at new higher 

costs. 

As a result a substantial amount of capital erosion is 

rwf ~pr&( £Q?:t:Dn now going on~ ~i~a1 ljztiB~ 

aa~l~l~o,.w1¥1:1m~1rtu::R~SS-"±i-,:;;:p;:;:;:l~5::i::;r=f4r",:-'!1"'~6;,g~; 911111iPliiF9ild~ae-=li~~ai,..;ii,..;;:=;R=:'.l;i!GiZ,i ~i!!!!ll9=11~4r.. - E con omi st 

George Terb~c~fJ#ill S e:n a: A kttea ii?; ts 

-:liiftiii:l!illlllifbr.,estimates that in 1973 American nonfinancial 

corporations were under - depreciating their ~lant and 

equipment by more than 7 billion dnllars. 

7) Finally, inflation hurts because it ultimately could 

destroy our confidence in the ability of government 

to govern. 

Wh at must e done to top the ain of in atio t 

I believe there is no easy way -- only a "hard way." 

It will be a long and difficult effort. It will 

require public support and a willingness to go the "hard 

way , " but it must be done. 

The hard way means: 

Resisting the easy r oad of a "quick fix " by a tax 

cut t hat means more, not less, inflation . 

. . 
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Resisting the temptation to treat the symptoms by 

reinstituting overall price and wage controls. 

Controls have now been dropped. Temporarily, they 

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

to be no long-range. solution. 

Our experience with controls indicates: 

l. Controls do not prevent inflation, they merely 

shi£t it around from one area to another. 

2. Controls cause shortages both by interfering 

with efforts to increase production and by 

stimulating exports. 

3. Controls create inequities and unfairness in 

their administration. 

4. Controls are costly and inefficient. 
fi.l.o~~ 

~ N~ A limited and specific controls may be appropriate for 

temporary use onl@±:tta (cs t rem.a LJ 

The hard way necessitates: 

Rs4ucipg va1teful con&uaption. One result of the energy 

crisis has been & disc0Ter7 of the virtues of reduced gasoline 

consumption by many of our citizens. ~ g $&£&: of a 1 i 

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 erfor~ oy a1l citizens 

to woi4 vastef'lll. use o~ resources will hei~ control inflation. 
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It may also improve the quality of our lives. 

Also, the "hard way" will means 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 prove~ 

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 turn-around in United States 

agricultural productiQn 1• 1ood evidence ot thia capabilit7. 

Wheat prieee haTe fal1en from a high ot about $6.00 to the 

nei1hborhood or .3.80 -- still a good price tor the farmer. 

And 10Ternment, too, aust take the "hard va7." ----------
it must control expenses. Inflation is fjj+ff @ 1 a 

problem where governmental action is essential; where our 

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 

Congessional 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 ba~~ ex~enCU.tu~es at the 

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

.. 



~ · w~~, -9-'f progr.ams are suggested and the unmet needs or the pepp1e are 

so clear. 

The hard way also means a !ound mon~tary policz. Among 

things this will mean less lavish increases in the supply 

and credit. For awhile this will mean higher interest 

) ;•tes 

but only temporarily. As we reduce inflation, interest 

will fall. 

~ t 
1 ~ {inflation.~ ':ts.as '#¥ ial it'd :ages. ::_•s_ sc !she 

. ~ ' f' faal., 'h ; Mh, ----r-.eal culprit 'ii toda~ t$. 

~excessive 

We all have our pet whipping boy when it comes to 

I I j ffj a idnlt ,a 1_?y. 

~,· Sound mone~ary/1policies are an essential part of the 

~ answer to inflation. 

Government's "hard way" also includes some hard thinking 

J 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 yet 

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 is already at work 

in this field. 

Government must be alert to fight monopoly power whether 

in labor or in industry. Monopoly inevitably reduces supply and 

creates artificial high prices. 

' . 



( 

-10-

Alternative and innovative financing methods must be 

developed to prevent high interest rates which result in 

reduced housing production. 

The regulatory systems must be used to increase 

production in industries where shortages exist. This means 

a review of regulations affecting pricing, environmental needs, 

and restrictive production requirements to determine 

their effect on supply. We will not give up our gains in 

these area~ but they must be carefully balanced against the 

need to stop the inflation thro~~~ i~creased sunply. 

Tax changes are another route to proTiding incentives ~or ---
increased production. 

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 eonsumer prices and the 

inefficient use of resources. ~ 

idiA ~· • • 

in -lt# I''**' s a t' la 

Freer world trade will mean lower consumer prices and more 

and better jobs here at home . 

. . 
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We need to develop a common understanding and 

agreement that inflation is a worldwide disease,. ~h!AA ~ 
.J 

d~rx•x:w Otl'!';ll:-ed. c:::r:r1ation , unchallenged, is a 

major threat to free economies and free peoples. It must 

be controlled. I am personally dedicated to this goal. 
~~~~~~~~~~~~~---~ 

With 1'1--- f , b1 11 g -::le.b=r• i a determat ion to 

go the hard way, we can meet this threat. 

. . 

p 

' 
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Should a Vice President rush in where economists fear to 

tread? I refer to the topic of inflation. I raise this 

question because of warnings that the economists have been 

wrong, that their credentials are being challenged, and that 

a Vice President daring to address the issue of inflation 

would be charged with inflating his own ego. 

Benjamin Franklin was -- among other things -- an 

economist. He was also against having a Vice President 

included in the table of organization of the Federal 

Government. Franklin said that "if they insist upon having 

one, I shall address him as 'Your Superfluous Excellency.'" 

Vice President Alben W. Barkley, upon assuming office, 

commented that 11 1nasmuch as I am about to enter upon the 

discharge of duties that require four years of foilence, I will 

be hrief • 11 

Theodore Roosevelt thought the vice presidency was, as 

he put it> "really a fifth wheel." He said "it is not a 

stepping stone to anything but oblivion." And he went on to 

comment that he would "rather be anybody, say a professor of 

history, than Vice President." 

With all respect to Theodore Roosevelt, I am not seeking 

to become a professor of history -- and certainly not a 

professor of economics. But I am honored to serve as Vice 

President. Our institutions today face a sweeping challenge 

and the office of the vice presidency is in a new context 

charged with important responsibilities. 

(more) 
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When I beca~e Vice President, I pledged to use whatever 

reputation for truth and honesty I acquired in the House, along 

with whatever capacity for reasonable compromise I might 

possess, to make this Government work better for tne good of 

all citizens. I believe the Vice Presidency presents a unique 

opportunity. Its perspective is both legislative and executive, 

making possible both conununication and compromise. 

As Vice President, I seek reconciliation, not 

recrimination. 

While this may not be a spectacular role for the next 

three y~ars, it is the way I see it. I do not share the 

pessimism or withdrawal syndrome of some of my predecessors. 

I envisage a vice-presidential function involving responsible 

work for the future, mediating and moderating differences, 

remaining open and flexible, to keep America great. It is in · 

that spirit and from that viewpoint that I address myself 

today to an issue that transcends all branches of government 

and all political parties, and affects all of our people. I 

refer to the problem of inflation. 

Inflation has become world public enemy N?· 1. If atomic 

war could be portrayed as a sudden heart attack destroying all 

h~~qnity, then inflation may be seen as 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%, the highest rate since 1950. Higher food prices 

account for 50%, and energy prices, for 25% of the rise. Last 

month the rate was running in excess of 13%. We expect to 

improve our performance by year's end. But it is still a 

global plague. 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 us are 

infected. 

Some people view this without great alarm. They seem 

(more) 
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to 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 with 

affection." 

Some would have us resign ourselves to inflation at 

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

Good authority has propcsed "indexing" so that inflation can 

be neutralized by adjusting the numbers. This is a potentially 

dangerous game. The indexes could become a political football. 

Fairness to all would be impractical. And worst of all, in 

the words of Arthur Burns, "If a nation of our traditions 

attempted to make it easy to live with inflation .•• we would 

slowly but steadily lose the sense of discipline needed to 

pursue governmental policies with an eye to the permanent 

welfare of our people." 

Inflation such as we have in ~;oday 's world must be 

viewed with continuous alarm because inflation hurts. 

·1) It hurts more than 20 million American pensioners. 

2) It hurts the poor ·who spend the lar_ge-st share of 
their income on food. 

3) It hurts the middle class by reducing' the value of 
their savings and their ability to provide fully 
for themselves. 

4) It hurts because it gives reason to hoard things, 
to spend and not save, to live for today and forget 
tomorrow. 

5) It hurts because it disrupts ~capital markets. 
Who will lend money, at what interest rate, with 
an unknown but increasing inflation rate on the 
horizon? What is the proper return on equity when 
inflation strikes? No one knows. Thus inflation 
threatens our ability to obtain capital investment> 
the basic ingredient needed for increased production 
and lower prices. 

The U.S. spends too small a portion of its Gross 
National Product on investment. Based on 1969-1971 
averages, gross private and government investment 
was but 18% of Gross National Product in the United 
States. Only the United Kingdom had as low a 
percentage. For example, Italy spent 22%, France 27%, 
and Japan 38%. 

(more) 
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Inflation hurts because it causes us to overstate the 
profits of industry. Paper gains due to inflation~
provide a false sense of prosperity. One of the reasons 
for today's low market multiples certainly is doubt about 
what is now reported as profit. 

Further, depreciation allowances based on old historical 
costs add to our problem of obtaining increased capital 
for investment. Cash flow provided by such depreciation 
will not begin to replace equipment at new higher costs. 

As a result a substantial amount of capital erosion is 
now going on. Economist George Terborgh estimates that 
in 1973 American nonfinancial corporations were under
depreciating their plant and equipment by more than 
1 billion dollars. -- ---

7) Finally, inflation hurts because it ultimately could 
destroy our confidence in the ability of government to 
Govern. 

What must be done to stop the pain of inflation? I believe 

there is no easy way -- only a "hard way." 

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

public support and a willingness to go the "hard way," but it must 

be done. 

The hard way means: 

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

~.means more, not less, inflation. 

Resisting the temptation to treat the symptoms by 

reinstituting overall price and wage controls. 

Controls have now been dropped. Temporarily, they were 

helpful, but they proved -- as they have in the past -- to be no 

long-range solution. 

Our experience with controls indicates: 

1. Controls do not prevent inflation, they merely shift 
it around from one area to another. 

2. Controls cause shortages both by interfering with efforts 
to increase production and by stimulating exports. 

3. · Controls create inequities and unfairness in their 
administration. 

4. Controls are costly and inefficient. 

In extreme cases, limited and specific controls may be 

appropriate for temporary use only. 

The hard way necessitates: 

Reducing wasteful consumption. One result of the energy 

crisis has been a discovery of the virtues of reduced gasoline 

consumption by many of our citizens. We have learned that less 

(more) 
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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. It may also improve the quality of our lives. 

Also, the 11 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 

turn-around in United States agricultural production is good evidence 

of this capability. Wheat prices have fallen from a high of about 

$6.00 to the neighborhood of $3.80 -- still a good price for the 

farmer. 

And government, too, must take the "hard way. 11 It must 

control expenses. Inflation is a problem where governmental action 

·is essential; where our 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 mustj 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 desirable programs are suggested and 

the unmet needs of the people are so clear .• 

The hard way also means a sound monetar¥ policy. Among 

other things this will mean less lavish increases in the supply of 

money and credit. For awhile this will mean higher interest rates 

but only temporarily. As we reduce inflation, interest rates will 

fall. 

We all have our pet whipping boy when it comes to inflation. 

The real culprit today, as it has been, is excessive demand. Double 

digit inflation is a result of double digit increases in money 

supply and double digit budget deficits. 

(more) 
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Sound monetary and fiscal policies are an essential part of 

the answer to inflation. 

Government's 11 hard way" also includes some hard thinking 

on ~ and innovative ways to meet .£!::!!: 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 yet 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 is already at work in this field. 

Government must be alert to fight monopoly power whether in 

labor or in industry. Monopoly inevitably reduces supply and creatEs 

artificial high prices. 

Alternative and innovative financing methods must be 

developed to prevent high interest rates which result in reduced 

housing production. 

The regulatory systems must be used to increase production 

in industries where shortages exist. This means a review of 

regulations affecting pricing, environmental needs, and restrictive 

production requirements to determine their effect on supply. We 

will not give up our gains in these areas, but they must be 

carefully balanced against the need to stop the inflation through 

increased supply. Tax changes are another route to providing 

incentives for increased production. 

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. 

We need to develop a common understanding and agreement 

that inflation is a worldwide disease. Inflation, unchallenged, is 

a major threat to free economies and free peoples. It must be 

controlled. I am personally dedicated to this goal. With a 

determination to go the hard way, we can meet this threat. 

# # # 




