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Economic Outlook

o  The inflation rate has been cut iﬁ half -- from 12
to 6 percent.

o Employment has risen to all time highs -- with 3.8
million more people employed today than at the depth
of last year's recession,

o Unemployment has declined from nearly 9 percent

of the labor force to the mid-7 percent range.

Other economic indicators tell the same story over the past
year.

0 Industrial production is up 11.6 percent.

0o Retail sales are up 7.7 percent.

o Housing starts are up 14. 9 percent.

. o Personal income is up 10.6 percent.

The gross national product continues to climb from a negative
rate in the first quarter of 1975 to a 6.8 percent increase in real
terms during the first half of 1976.

Today I want to examine in more detail four key areas -- capital

spending, labor costs, inventories, and employment.

Capital Spending

A key to sustaining the recovery into 1977 and beyond is capital

spending for job-creating, productive investment.
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The unstable economic environment of the 1974-1975
inﬂatiofx/recession périod and the erosion of business confidence
retarded normal business investment planning.
Today the fundamental economic variables point in a favorable
direction. Output has been rising strongly. Excess capacity margins
have been reduced substantially. Profit rates on invested captial
have recovered from their previous sharp decline and corporate
cash flow has improved conéide rably. Corporate balance sheets
have been repaired and conditions in the financial markets are more
favorable than they have been in recent years.
This progress is reflected in many indicators of investment
activity.
o There has been a 10 percent rise in manufacturers'
net new capital appropriations over the last half year.

o The average of first quarter construction contract
values was up 19 percent over the last quarter of 1975 --
with the trend continuing into the second quarter, based
on available data. Although other construction indicators,
such as permit and other contract data, have yet to
show renewed strength, progress can be expected in the
last half of 1976 as larger projects move off the drawing

board to show up as 1977 investments.



o New orders for nondefense capital goods have increased
17.5 percent in the first half of this year. The backlog
of unfilled orders rose in June for the first time since

late in 1974,

Although discussions with businessmen, data on new orders,
and the tone of the capital markets indicate renewed confidence in
the future, this confidence is still fragile. This underscores the
need to continue stabilizing monetary and fiscal policies. Only with
a continuation of steadiness in our economic policies can we make
further progress in lowering risk premiums in financial markets
and reducing uncertainty in the business comrr;unity. Long-term
corporate planning can effectively be carried out only if there is a
degree of certainty about government policies -- not only with
respect to aggl;egate economic activity but also with respect to the
regulatory climate, environmental and safety rules, and the freedom

to make wage-price decisions in the absence of government controls.

Labor Settlements

The future outlook for prices depends heavily on the trend in
negotiated labor wage settlements. There is evidence that the
pattern of settlements so far this year, coupled with productivity
increases, will contribute to moderating rather than increasing

inflationary pressures.



Last year wage settlements for workers in major collective .
bargaining units rose an average of 10.2 percent. For the first six
months of this year, settlements have averaged 8.4 percent. Com-
pensation per man-hour for all private non-farm employees has been
increasing at 7.5 to 8,0 percent.

In analyzing the impact of individual wage settlements such as
the Teamsters' Master Freight Agreement, it is important to
recognize the enormous diversity of collective bargaining outcomes
that emerge from negotiations in various industries. Some agreements
are much more expensive than others and would be troublesome if
widely adopted by others., To date no single.pattern has emerged,
as evidenced by the downward trend in labor cost increases.

Offsetting these labor cost increases is productivity, which
increased 4.4.percent in the first half of 1976.

In summarér, the experience thus far this year suggests that’
compensation per man-hour will increase by less than 8 percent
in 1976, Based on the forecasts for productivity and unit labor costs,
it appears that inflationary pressures due to wage adjustments will

drop to the 5 percent level overall for 1976,



Inventories

The inventory picture is an encouraging bright spot on the
economic horizon,

The ratio of inventories to sales was 1.67 in December 1974
in the aftermath of the greatest inventory build-up in recent American
history. Since then it has declined steadily despite some recent
run-ups. The current 1,46 ratio is close to the lowest level in
20 years. Inventory caution is now moderating the rate of econo}nic
growth. But at the same time, it is preventing the build-up of the
type of inflationary pressures that could produce a new boom-bust

scenario of the type we saw in 1973-74.

Unemployment

Today 87 million 900 thousand Americans are employed, more
than at any time in our history. We also have thev highest rate of
labor force participation (61.9%) in our history. Despite the fact
that 3.8 million more individuals are working than in March of last
year, the unemployment level has not declined as fast as we would
like in large part because of the unusually large number of new
entrants to the labor force.
In considering remedies to reduce unemployment, it is
important to understand the composition of the unemployment percentages

which are announced each month.



A common impression is that those who are employed are
idle on a relatively permanent basis. In fact, the unemployment
picture is a dynamic one, with a high degree of turnover in the labor
force.

For instance, of the 7.4 million individuals classified as
unemployed 3.8 million, or 51%, were out of work because of being
layed off. Almost a million, or 14%, of those classified as unemployed
voluntarily quit their job for one reason or another., About 1.9 million,
or 26%, returned to the labor market after having previously dropped
out. Some 800,000, or 11%, were new entrants to t};e labor force
looking for their first job.

Significantly, the long-term unemployed, defined as
individuals une:i’nployed for longer than 15 weeks, represent only
2.4 percent of the labor force.

The unemployment picture is a very complicated one.

Some unemployment is ';frictional", that is, caused by normal economic
change; some is 'cyclical", a. result of th‘e recent recession; some
"induced' because of the amount, availability and duration of
unemployment benefits; and sJome "'structural, that is, resulting

from lack of training, skill obsolescence, old age, geographic
mismatches of jobs and workers, or artificial barriers to wage rate

adjustments.
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In short, we must distinguish among the different types of
ﬁnemployment in considering policies that promote the objectives of
full employment. and reject broad-brush proposals that may prove both
ineffective and highly inflationary in the long run. We believe that the
best source of the new productive and enduring employment opportunities
is the private sector; not government. The thrust of our policies ‘
must be aimed at providing an economic climate conducive to job

creating investments by business,

Summary

Currently, the rate of economic growth has slowed from the
unsustainable rate of the first quarter. There is a slow down in retail
sales and housing that reflects, I believe, current political uncertainties
and renewed fears of inflation.

Fundamentally, however, the economy is healthy and will
continue to improve steadily in the months ahead. The biggest dangers
on the horizon are imprudent government actions which would rekindle
inflationary pressures by over-heating the economy through greater
fiscal stimulus.

Steady, sustainable economic growth of the type we have
experienced over the past year is the proven and proper path to lower

inflation and lower unemployment.






Vice President

Members of the Cabinet

Should the President debate Carter?

How can Ford attract independent voters?

How can Ford attract Democrats?



The President said he was going from the Convention
to Vail. From Vail he would‘slip away for one day to
Yellowstone to make his National Parks announcement.

He said he hasn't been back to Yellowstone: since
he worked there in the summer of . The President
indicated he thought this would be a good kickoff for

his campaign.



On Thursday, July 15 a group of members of the
National Academy of Public Administration decided to
make public, on October 1, a set of recommendations
to Presidential candidates on executive adminisfration.

A list of members of this special group is

attached.



PRESIDENT'S COMMENTS ON PARKS PROPOSALS

I had the opportunity during the Bicentennial
to visit several national parks and related areas.

I have seen the public enthusiasm for the
national parks and looked at the attendance records
(up about 20%).

It seems to me that this generation of Americans -
have the benefits of the foresight of those who
established Yosemite and other national parks a hundred
years ago.

It seems to me appropriate that this generation
should offer as a Bicentennial birthday present to the
next generation of Americans and genérations to come a
great expansion of our national park system so that
our children and grandchildren have_the benefits of this
great American heritage.

The expenditure of $150 million a year over the
next 10 years means that we will have to tighten our
belts elsewhere so that we can presexrve for fu£ure
Americans our national parks, our forests, mountains,

lakes, woodlands and other natural resources.






Edgdr M. Bronfman

375 Park Avenue
New York, New York 10022

August 17, 1976

The Honorable Gerald R. Ford
President of the United States
The White House

Washington, D. C.

Dear Mr. President:

On behalf of Paul Austin, Henry Ford II and myself, it is
my pleasure to invite you to luncheon to meet and discuss
the issues with a group of some sixty friends from the
world of American business.

As you may recall the same group met at The "21" Club in
New York City shortly after the Democratic convention last
month with the just-nominated Candidate of the Democratic
Party, Governor Jimmy Carter. At the luncheon Governor
Carter expressed his views and responded to questions from
our guests. Now we have the honor to extend to the
Candidate of the Republican Party, an invitation to meet
with the same group.

Of course, Mr. President, we would be happy to arrange a
place and date of your convenience. But if your schedule
does permit a date early in the campaign at the same
location, we feel it would best serve you as well as a
larger public purpose we have in mind.

It is our intention, hopefully, after this luncheon, to

form a new, non-partisan group of national business leaders
whose objectives will be to make more constructive the
relationship between American business and the federal
government. As planned, this group will have many useful
activities, but a principal one will be to arrange similar
meetings between the business cammnity and the presidential
candidates as they travel during their campaign. This initial
meeting with you, we hope, will be the first of many that we
can arrange with your staff to take place in all parts of the
country, as we intend to do with Governor Carter.

If you are able to accept, sir, we know that our initial

group of concerned business leaders would be both honored and
rewarded.

MB/em

































THE WHITE HOUSE

WASHINGTON

August 6, 1976

MEMORANDUM FOR THE PRESIDENT
FROM: JIM CANNON ; .

SUBJECT: Telephone 11 from Governor Hickel

Governor Hickel feels that he must talk with you for five
minutes on the telephone about a conversation he just had
with John Connally.

Hickel said that he and Connally have constructed a pro-
posal for how you can win the election-~-"and it's not by
making Connally Vice President," Hickel said.

Hickel thought you should hear it from him personally,
and asked that you call him in Anchorage anytime up to
midnight tonight.









































