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---~IT£., 
AMIDST ALL THE MOANING AND THE GROANING~ 
BUT WE ARE RIDING THE CREST OF AN ECONOMIC 
BOOM. 

THERE IS MOANING AND GROANING 
FOR A NUMBER OF ~~ -- QNE BEING THAT 
THE STOCK MARKET IS 8EIN8 CLAWED AND 

· PAWED BY THE BE'A(s~ BUT ~[" CHiEF REASON 
IS INFLATION. 

OF ALL THE PROBLEMS THE UNITED 
STATES HAS BEEN FACED WITH OVER THE LAST 
DECADE OR so, THE ONE THAT HAS BEEN THE 
MOST PIRSISTENT) THE MOST PERVASIVE AND 
THE MOST PERVERSE HAS BEEN INFLATION~ 

u-~ ,..., ... ...L.;; J J. '" -u..;. "-·-, 'I ~ ~ ' 

~--~. 



-2-

THE CONTROL OF INFLATION UNDER 
CONDITIONS OF PROSPERITY IN PEACETIME IS 
THE DOMINANT DOMESTIC CHALLENGE OF THE 
SEVENTIES AS THE UNITED STATES STRUGGLES 
WITH THE PROBLEM OF REBUILDING ITS 
COMPETITIVE POSITION. IN WORLD MARKETS. 

YOU KNOW THAT INFLATION IMPOSES 
AN UNJUST BURDEN ON EVERYONE BUT THAT 
RETIRED AMERICANS AND PERSONS ON FIXED - ' INCOME SUFFER THE MOST. IN RECENT MONTHS1 
GALLOPING FOOD PRICE INFLATION HAS BROUGHT 
CRIES OF ANGUISH FROM ALL OF US. IN THE 
FINAL ANALYSIS' INFLATION IS JUST PLAIN 
CONFISCATION OF INCOME FOR EVERYONE. 
FURTHERMORE' THE RISING COSTS OF DOING 
BUSINESS THREATEN JOBS. THIS MEANS THAT 
THE ECONOMIC STRENGTH OF THE NATION AT 
HOME AND IN WORLD MARKETS IS CLEARLY 
THREATENED. 
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IT IS AGAINST THIS BACKDROP 
THAT I TALK WITH YOU TODAY ABOUT GENERAL 
ECONOMIC CONDITIONS IN THE UNITED 
STATES -- AND THE CONTINUING CHALLENGE 
THAT FACES US. 

WE HAVE ALL BECOME 
ECONOMY-WATCHERS IN THE SEVENTIES~ AND 
OUR EXPERIENCE IN THAT REGARD IS MUCH LIKE 
PARENTS WHOSE CHILD IS SLOW IN LEARNING 
TO TALK. WHEN THE CHILO FLNALLY DOES TALK, 
THE FLOOD OF WORDS IS A BIT TOO MUCH FOR 
us. 

SO IT HAS BEEN WITH THE ECONOMY. 
WE WERE IMPATIENI,THROUGHOUT 1970 AND 

p 

1971 -- AND ON INTO THE SPRING OF 1972 -
AS THE BUSINESS RECOVERY APPEARED SLUGGISH. 
THEN BUSINESS ACTIVITY SPURTED' AND IN 
RECENT MONTHS A VERY DIFFERENT PROBLEM 
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HAS EMERGED -- A RAPID ACCELERATION OF 
GENERAL PR I CE I NFLA T1 ON; ,....._~ n. ' -~ ''""'"_ .. ,. ... _____ ' .. 

IN T~E FIRST QUARTER OF 1972~ 

OUR UNUSED RESOURCES SEEMED ADEQUATE TO 
ACCOMMODATE A LONG AND SIZABLE UPTREND IN 
SALES AND OUTPUT. THE NATIONAL 
UNEMPLOYMENT RATE REMAINED STUCK AT 
NEARLY 6 PER CENT. ONLY 75 PER CENT OF 
THE NATION'S MANUFACTURING FACILITIES WERE 
IN USE. PRICE AND WAGE CONTROLS' AIDED 
BY COMPETITIVE FORCES' APPEARED TO HAVE 
DAMPENED THE WAGE-PRICE SPIRAL. 

BEGINNING WITH THE SECOND 
QUARTER OF 1972, THE UPTREND IN SALES AND 
OUTPUT GAINED SPEED. SINCE THEN, 
VIRTUALLY ALL SECTORS OF THE ECONOMY -HAVE SHOWN SIGNIFICANT GAINS. 
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NOW THE UNITED STATES ECONOMY 
IS RIDING A BOOM. OUR GROSS NATIONAL 
PRODUCT IS RUNNING AT A RATE OF 
$1 1272 BILLION. THERE ARE 3 MILLION MORE 
PEOPLE WORKING TODAY THAN A YEAR AGO. 
UNEMPLOYMENT IS AT A RATE OF 4.8 PER CENTJ 
DOWN SHARPLY FROM THE 6 PER CENT FIGURE 
WHERE THE NEEDLE WAS STUCK FOR SO LONG. 
THERE ARE 84.4 MILLION JOBS, AN ALL-TIME 
RECORD, AND WAGES ARE ALSO AT AN ALL-TIME .. 
HIGH. THERE WERE 1.6 MILLION NEW JOBS 
CREATED IN THE FIRST SIX MONTHS OF 1973, 
ALONE. 

IN 1970J WITH A POPULATION OF 
204,879 2000, WE HAD 792627,000 PEOPLE 

> 
EMPLO~~D. SINCE THEN, OUR POPULATION IS 
UP 2.4 PER CENT TO 209,866,000, BUT THE 
NUMBER OF JOBS HAS GROWN NEARLY 6 MILLION, 

- ~ 
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AN INCREASE OF MORE THAN 7 PER CENT -
TWICE AS MUCH AS THE GROWTH IN POPULATION. 

. -
DURING THIS SAME PERIODJ 

PERSONAL INCOME ROSE FROM $542 BILLION 
TO $681 BILLION, A JUMP OF 25 PER CENT. 
SALES OF NON-DURABLE GOODS INCREASED 
24 PER CENT~ DURABLE GOODS, 52 PER CENT. 
AT THE SAME TIME, PRICES WENT UP 
13 PER CENT. SO IT'S CLEAR THAT REAL 
BUYING POWER KEPT SifAOII Y AHEAD OF 
INFLATION. 

NOW WE MUST FIGHT TO PRESERVE 
THIS EDGEJ AND THAT IS THE JOB OF THE 
ADMINISTRATION, THE CONGRESS AND THE 
AMERICAN PEOPLE. IT IS THE PEOPLE, MOVING 
IN RESPONSE TO SUPPLY AND DEMAND, WHO ARE 
THE ULTIMATE DECISION MAKERS ON INFLATION. 
GOOD' ~OUND FEDE~AL POLICI~S ~AN HELP DO · 
THE JOB. 
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INFLATION IS OUR NO. 1 
POLITICAL ISSUE. THERE ARE THOSE WHO ARE 
SEEKING TO MAKE POLITICAL HAY OUT OF THAT 
ISSUE. AND THE IRONIC FACT IS THAT THEY 
ARE THE SAME PEOPLE WHO TOUCHED OFF THE 
INFLATIONARY PRESSURES HAUNTING US T DAv 

~~~~~'fiT 

BY INSISTING IN THE MI_D-.. S_IX_T_IE_.S THA \VEUh·...,..v~~ 
... if ~ 

COULD FIGHT A COSTLY WAR HALFWAY ACROSS 
THE WORLD WITHOUT A TAX INCREASE -- THE 
PEOPLE WHO INSISTED WE COULD HAVE BOTH 
GUNS AND BUTTER. THESE ARE THE SAME 
PEOPLE WHO ARE TODAY VOTING FOR 
BUDGET-BUSTING PROGRAMS AND THUS ARE 
ADJING TO OUR INFLATIONARY WOES. 

I SAY IT IS THE ULTIMATE IN 
IRRESPONSIBILITY TO ATTACK THE 
ADMINISTRATION ON THE INFLATION ISSUE 



-a-

AND AT THE SAME TIME VOTfFOR 
BUDGET-BUSTING ~DEFICIT SPENDING. 
a a - - -- - --- - -

AND YET MANY MEMBERS OF CONGRESS HAVE 
BEEN GETTING AWAY WITH SUCH TACTICS FOR 
YEARS. 

THERE IS NO HIGHER NATIONAL 
PRIORITY TODAY THAN TO BALANCE THE FEDERAL 
BUDGET AS A MEANS OF FIGHTING INFLATION. 
~ . 
DEFICIT FEDERAL SPENDING ROBS THE FAMILY 
BUDGET OF FURCHASING POWER BY BIDDING 
PRICES UP' AND RESULTS IN MORE WASTED TAX 
DOLLARS IN THE FORM OF INTEREST PAYMENTS 
ON THE NATIONAL DEBT. 

WE ARE FIGHTING INFLATION ON 
FOUR FRONTS. WE ARE SEEKING TO BALANCE 
THE BUDGEJ.. WE HAVE ADOPTED A STIFF NEW 
SET OF PRICE CONTROLS. THE FEDERAL 
RESERVE BOARD IS KEEPING A TIGHT REIN ON 
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THE MONEY SUPPLY. AND THE ADMINISTRATION 
AND THE CONGRESS HAVE ACTED TO ENCOURAGE 
GREATLY EXPANDED PRODUCTION OF FOOD 

- -. - -

~UPPLIES 2 WITH THE HOPE NOT ONLY OF 
HALTING THE RISE IN FOOD PRICES BUT ~~ 
EVENTUALLY LOWERING THEM. ~~-~~-~. 

THE MOST IMPORTANT ACTION THE 
-

CONGRESS CAN TAKE NOW TO COPE WITH 
- -

INFLATION IS TO DEAL RESPONSIBLY WITH THE 
FISCAL 1974 FEDERAL BUDGET. 

DURING FISCAL 1973' THE LEVEL 
OF FEDERAL SPENDING WAS HELD TO 
$247 BILLION, LARGELY DUE TO THE PRESIDENT'S 
COURAGEOUS REFUSAL TO SPEND BILLIONS OF 
DOLLARS APPROPRIATED BY THE CONGRESS. 
DURING THE FIRST SIX MONTHS OF THIS 
CALENDAR YEAR' INCOME WAS PRACTICALLY 
MATCHING FEDERAL EXPENDITURES. 
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IN fi'SCA~ __ 1_974 1 THE PRESIDENT 
' 

HAS ANNOUNCED THAT SPENDING SHOULD BE 
HELD TO THE $269 BILLION LEVEL. IF CONGRESS 
WILL COOPERATE, WE C~~ HAVE A BALANCED BUDGET 

D - & - - . - . 

THIS FISCAL YEAR. AND A BUDGET THAT IS 
- - -

BALANCED WILL HELP BLUNT THE EDGE OF 
· INFLATION ~ ~ t'?- 2.'1:'·· lZ .,.v..l.t..;;r: 
f .,. - -:.?!~ ,.J_ /trt .. ~.J;~1-r~9,'J.MIM~~~/.IL.. 
~ t- WJ:;.:.,.,.. ¥1**'1' THE ECONOMY IS COOLING OFF AND . ---- .._) 

YET PRICE INFLATION REMAINS ACUTE. 
BECAUSE INFLATIONARY PRESSURES ARE STILL 
STRONG AND THERE IS DANGER OF A.EREDIT ~ 
CRUNC~~ THERE IS TALK OF A TAX INCREASE. ~· 

THE PROBLEM IS HOW TO CONTINUE 
TO FIGHT INFLATION WITHOUT SQUEEZING SO 

-

HARD THAT THE SLOWDOWN TURNS INTO A 
- · -

. FULL-FLEDGED RECESSION. 
I AM OPPOSED TO AN INCREASE 
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tN INCOME TAXES} EVEN IN THE FORM OF A 
10 PER CENT SURCHARGE THAT WOULD BE 

REFUND~kS AT AJ~2f .. 'W§.·.!.~~ J.. ~~ 
~ ~ !~OPPOSED TO A TAX INCREASE 
AT THIS TIME BECAUSE I THINK WITHOUT IT 

.. 
WE CAN MAKE A SOFT LANDING, AS THE 
ECONOMY COOLS OFF IN THE MONTHS AHEAD. 
I TIIINK WE WOULD LAND WITH A THUMP IF THE S 

PROPOSED SURC AR-r. WERE 0 BE IMPOSE~ 
IV-' 

THE LOWDOWN IN ECONOMIC GROWTH 
A 

IS UNDENIABLE, AND IT IS HAPPENING 
~ SJ 

WITHOUT AN INCREASE IN TAXES. 
IN THE SECOND QUARTER OF 1973, 

THE U.S. ECONOMY GREW LESS THAN ONE-THIRD 
AS FAST AS IN THE PREVIOUS TWO QUARTERS. 
INDUSTRIAL PRODUCTION VIRTUALLY LEVELLED 
~FF RECENTLY 2 AS DID RETAIL SALES. 
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I BON 'T TH I Nl< TillS" MEAN$ THAT 

RECESSION LIES AHEAO. THIS SLOWER GROWTH 
DOES NOT REFLECT ANY WIDESPREAD WEAKNESS 
IN BUSINESS. ON THE CONTRARY, THE ECONOMY 
IS GROWING LESS RAPIDLY PRIMARILY BECAUSE 
FAST GROWTH IS NO LONGER POSSIBLE IN MANY 
INDUSTRIES. THERE ARE NO LONGER ENOUGH 
UNDERUTILIZED MACHINES, ENOUGH SKILLED 
WORKERS OR ENOUGH BASIC MATERIALS TO 
SUPPORT THE KIND OF PRODUCTION GAINS THAT 
WERE MADE EARLIER IN THIS PERIOD OF 
EXPANSION. 

THE UNDERLYING FORCES OF 
EXPANSION ARE STILL DOMINANT, ALONG WITH 
ACCOMPANYING INFLATIONARY PRESSURES. 

YET THE ECONOMY IS UNMISTAKABLY 
COOLING OFF, AND SIGNS OF SLOWER GROWTH 
WILL INCREASE OVER THE NEXT FEW MONTHS. · 
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THIS MEANS THAT THE MONTHS AHEAD WILL BE 
A MOST DIFFICULT PERIOD FOR THOSE CHARGED 
WITH DETERMINING U.S. ECONOMIC POLICY. 
WE MUST NOT YIELD TO THE TEMPTATION TO 
EASE UP IN OUR FIGHT AGAINST INFLATION. 
WE MUST NOT PREMATURELY INSTITUTE POLICIES 
OF FISCAL OR MONETARY EASE. THIS WOULD 
SURELY SERVE TO PERPETUATE INFLATION. 

rTHINK THE COURSE OF WISDOM IS 
ONE OF CONTINUED RESTRAINT. 

AT THE SAME TIME, I BELIEVE THERE 
IS CAUSE FOR SOME OPTIMISM, REASON TO 
BELIEVE WE ARE MAKING PROGRESS IN DEALING 
WITH OUR NO. 1 DOMESTIC PROBLEM --
INFLATION. 

THE WORST IS BEHIND US IN TERMS 
OF FOOD PRICE INFLATION. RECORD WHEAT, 

-a.~ t.d, ~ '''1~· ,.._ . 
p,J,.A-., ~· 
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CORN AND SOYBEAN CROPS ARE IN PROSPECT. 
AND ALTHOUGH THIS DEVELOPMENT WILL BE 
OFFSET BY CONTINUING STRONG OVERSEAS DEMAND, 
THE EFFECT ON DOMESTIC PRICES SHOULD BE 
SALUTARY. 

I PREDICT THAT THE PRICES OF 
GOODSJ GENERALLY' WILL COME DOWN IN THE 
SECOND HALF OF 1974. 

THE BEST WAY TO CONTROL 
INFLATION IS TO EXPAND PRODUCTION. AND IN 
THAT RESPECT WE ARE AT A CROSSROADS IN 
THE EFFORT TO CONTAIN INFLATION. 

WE MUST AIM AT A CLOSER BALANCE 
BETWEEN GAINS IN NATIONAL WAGE AND BENEFIT 
INCREASES AND GAINS IN NATIONAL 
PRODUCTIVITY. 

A CLOSER BALANCE BETWEEN 
COMPENSATION AND PRODUCTIVITY 
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00ES NOT IMPLY SLOWER GROWTH IN LIVING .... ____ 
STANDARDS. RATHER, .IT PROMISES MORE RAPID 
ECONOMIC GROWTH, LARGER INCREASES IN 
EMPLOYMENT AND INCOME, A MORE PROFITABLE 
BUSINESS SECTOR 1 HIGHER CAPITAL INVESTMENT, 
AND A DIMINISHED EROSION IN REAL INCOMES. 

CLEARLY, THIS WOULD COMBINE THE 
BEST OF ALL WORLDS -- AND IT IS THE GOAL 
ON WHICH WE MUST SET OUR SIGHTS. 

i... ~ ,..,. .H ~ '7;- .;.-~ ~~ 
t... . ~,t/ ~ 

.,_;r ~~ r ~m --
-r ~ . ~ I1XL (Aro'J4~ t.f 
'-n- /ik~ .. p~..JI~ . . "' -,..4,~ J 1'-,...lo 

~,.... 
AIHtta.....l 
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Re:mnarks by Rep. -Gerald R. Ford before the National Life Adverti g:,rs A'sRociation at 
10.:30 a.m. Y.Tednesday, Sept. • 26, 1973, -.. in the Regency B81ll.room of the Shoreham 
Americana Hotel, Vlashiq;ton, D.C. 

It is difficult to perceive it amidst all the moaning and the groaning but w 
. ... 

are riding the crest of an economic boom. 

There is moaning and groaning for a number of re agons--one being that tl'lt stock 

markat m is being clAll!d and~ the bears. But the chlsf reason is infiation. 

Of all the problems the Uni~ed Sta~s h m been f~ced with over the last decade or I 
so, the one that h m been the most persistent, the most perva..~i ve and the most 

perverse ha; been inflation. -The control of inflation urrler conditions of prosperity .. in peacetime i~ the ) 

dominant domestic challenge of the Seventie- as tha United state I'! :truggle: with the 

problem of rebuilding its competi~i!e position in world markets. ~ 

You know that inflation imposes an unjust burden on everyom but that _.retired]\: -- ... -
and pen:tons on fixed incom~ suffer t~ most. In recent months, galloping #ood price 

inflation has brought cries of_anguiSh from all of u~ In the final ana~sis, 

inflation is jus~ plain confiscation of income for everyone. Furtha::more, the rising 
- - - -

costs of doing bu si.ne g:J threaten jobs. This means that the economic strength of tha 

nation at home and in w:>rld markets is clearly thraatemd. 

It is against this backgrop that I talk with you today about general eco11omic 

~onditions in the United States--and the continuing challenge that faces us. 
in the vent ie s, 

We have all become econoii\Y-watohe rs anc:m. our experience in that regard is 

much like parents whose child is slollf in learning to talk. When the child finil.J;y - - -- ~ ~ 

does:le tak, the nood of lOrds is~ a bit too much for us. 

So it has been with the ~con~. We war~ impatient throughout 1970 and 1971--and -on into trva spring of 1J72--as the ._ busine 1::s recovery nrtiw•llitlia@l!l•lisc appeared 

sluggish. Then busine~ activity ~purted, and in recent months a very different problem 

has emerged--a rapid acceleration of generaL price inflation. - - -
~ ,---... 

In the first quar~r of 1972, 1 U* our unused re S)urces lllllflll seemed adefluat8 to 
,--... 

accommodate a long and sizable uptrend in sales and output. ~ The national unemploYdent 

-rate ~ema~ned • stuck at nearly 6 per cent. Only 75 per cent of the nation' !'l manufacturing -facilities were in use. Price and wage controls, aided b~ competitive forces, appeared 

to have dampened the w~-price spiral. 

Beginning with the second quarter of 1972, the uptl!'3nd i n sale~ and output gained 

speed. Since then, vi~al)Jr all sectors of the econOJI\V' have shown significant g atn~o -- - -
Now the United State~econtOII\Y is riding a boom. Our gross- national product is 

running at a rate of $11 272 _billion. Tmre are 3 million more people wmoking today th a n 

a year ago. Unemployment is_ at a rate of 4.8 per cent, down sharply .t'romf the 6 per CGnt 

figure where the needle wa~ stuck for so long. There are 84.4 mill ion jobs, an all-time· 
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record, and wages are also at an all-time high. There were 1.6 million new jobs created 

in the first six months of 19731 alone. 

-In 19701 with • a population of 2041 8791 0001 we had 79,627,000 people employed. 

Since than, our population is up 2o4 per cent to 209,866,000, but the nuni>er of jobs 
,--.. ,--... 

has _. grom nearly 6 million, an increase of more than 7 per • cent--twice as much as 

the growth in population. ... -r-
During thi~ same period, per~onal income roee from $542Jt billion to $681 billion, 

,--
a* jump of 25 per cento Sale~ of non-durable goods increased 24 per cent; durable -goods, 52 per cent. At ~e same time, prices went up 13 per cent. So it's clear • that -real• buying power kept steadily amad of inflation. - - -

Now we must fight to pre ~rve this edge, and that is the job of the Adnini <t.rati.on, ... ~ 

the Congre SR m.d t1'l:l American people. It is the people, moving in response to supply and - ---
demand, mo are tm ultimate decision mal<ers on inflation. Good, sound Federal policies 

can help do the 129.-

Tnflation is our No.1 politic& i$ue. There are tll:>se who are eeeking to make 

political ha;y out of that issue. And the ironic fact is that they are the same people 

lbo ~ touched off the inflaticnary pre seures haunting us today by in:is~ in the 

mid-Sixties that we could fight a costly war half'way aero ss the wrld without a tax 

increase--the people who insisted m could have both guns and bnttero These are the 
r"' 

same people who are toda~ voting for budget-bnsting prograns and thus are adding to 

our int~tionary woes. 
~-----~,~~ ~ ~ 

I say it is the -.-~~a • ._ ultimate in irre8J)ons1bility to._ attadc the 

Administration on the inflation i $Ue and at the same time vote for budget-bllSting 

infiationa:Y deficit spending. And yet many menber~ of Congre ~ have been getting 

away with such tactics for years. -~re is• no higmr national priority today than to balaroe the Federal budget 
,-.. 

as a means of fighting inflation. Ddicit • Federal spending robs the family budget - . 

of pu.rchasing ~ower by b~dding prices up, and results in more wasted tax dollars in the 

form of intere~ p~~ on the national debt. 

We are fighti~g infiati~n on tour fronts. ~e are seeking to balance the budget. 

~ have adopted a stiff new set of price controls. The Federal Reserve Board is keeping -a tight rein on the money supply. And the Administration ._. and the Congress have 

acted to encoura~ greatly e:xpan~d production of food su.pplies, with the mpe not only 

of halting the rise in food prices but eventhally lowering them. 

The most .. w, _ 'r• important a:tton the Congre ~ can take now to cope with 

is to deal responsibly with the fbcal 1974 Federal budgeto 

innotion I 
·During fiscal 1973, the level of Federal ~nding was held to $247 billion, largely 
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-due to the President•~ courageous apsLL'f"B"iat& refusal to spend billion~ of dollars 

appropriated by the Congre !'So furing the firrJt six months of this calendar year, 

income was practically matching Federal expenditures. 

In fiscal 1974, the President has mnounced that spending should be held to the 

$269 billion level. If Congre~ will cooperate, we~ have a balan~udget this 

fiscal year. And a budget that is balanced will help blunt the edge of inflation. -
The econo~ is cooling o~f, and yet price inflation remains acute. Becsuse 

,...-
inflationarY»- pre g:>Ures are rJtill strong and there is danger of a credit crunch, - -
there is talk of a tax inorea...~. 

.--
The problem is how to continue to iJ fight inflation without equeezing ~o hard 

that the slowdown turns into a full-fledged race ssion. 

I am opposed to an increase in income taxes, even in the form of a 10 per cent 

surcharge that >«>uld be refundable at a later date. 
.... - ~;_;/- -

I am oppoaed to a tax increase at this time because I t~~; a soft - ~ 
landing/~ as the econo~ cools off in the months aheade ...._I think w 

land with_a thump if the proposed surcharge were to be imposed. 

The slowdown in economic growth is undeniable, and it is happening without an 

increase in:f taxes. 

In tb:t secooo quarter of 1973, the U.~. econoii\V grew le q:; than one-third a~ fast 

as in the previous two quarters. Industrial production virtual~ levelled off recently, 

as did retail sales. 

-~ I don't think this means that recession lies ahead. llowar growth does not reflect .... 

any wideepread weaknes1': in busine sc:. On the contrary, the economy is gro~ng ~e ~ 

rapidly pri.arily becau re fast growth is no longe~ pos.,ible in many industria~. There 

are no longer enot gh underutilized machines, eno~h skilled l-70rkers or enough basic 

materials to support the kind of production gains that were made earlier in this period 

of expansion. 

'Ihe underlying forces of expansion are still dominant, along with a=.,uy:iza:r8 •! - -accompe>.nying ~ ~flationary pre s<"llre:!'e 

Yej the econo~ is unmirJ~ably cooling off, and sign~ of slower growth will 
~ 

increase over the next few months. This means that the ~ months ahead will be a most 

difficult period for tho:e charged with determining a u.s. economic polio!'• We must not \ 

yi~ld to the temptation ~o ease up in our f'ight against inflation._ We must not prematurely \ 

institute policies of fiscal or monetar,y ease. This would surely serve to perpetuate \ 

I inflation. ... 
I think the ccurse of wisdom is one of continued restraint. 

At the same time, I believe there is cause far some optimism, reason to belie~~ 
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,._ 
making progre~~ in dealing with our .. No. 1 domestic problem--inflation. 

~ . 

The worst is behind us in terms of food price innation. a Record !heat, corn and 

soybean crops are in prospect. And although this development will be offset by 
~ , . 

continuing strong zse-.uaa overseas demand, the effect on domestic prices should be -
salutary. =-~ --I predict that the price!'! :Jii of goods, generally, will come down in the second 

I 
half of 1974. 

The be:t way to control inflation is to expand production. And in that respect 

v.e are at a crossro~s in the effort to contain inflation" 

We must aim at a closer balance between gains in national wage and benefit increases 

and gains in national productivity. 

A closer balance betv;een compensation and productivity does not imply !'!lower growth 

in living sta1dard!'!. Rather, it promises more rl:{)id economic growth, larger increases 
~ -

~ 

in employment a1d incone, a more profitable • busine ~ !!ector, higher capital inveetment,' 

and a diminished erosion in real incomes" 

... ~learly, this would combine the best of all worlds--and it is the goal on which we 

must set our sight~ 
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1:: :30 a.m. ~redne~day, Sep"-. fi 26, 1973, ~ in the Regency .Ba111room of tJ1e Shoreham 
A~icc:ma Hotal, -.-ia~hi n kn, :c.c. 

It is difficult to perceive :t :.:.midst al~- tho moaning and the groaning but m 

are riding the crest of en economic boom. 

Therl'l is mPcming and 

market :tn is being cJ.aHed 

groaning fo:.~ a number of r e B"lons-·· one being that tre stock 

end~'-''' b ,.,,~,. But tho ch'.ef ro ocr·c. is bna•.ion, 

so, 

Of nll the problems the United States h cs been .faced l'ii th over the lest decade or J 
the one that hm been the most. pers:i~t.ent, the most perva:-;ive a.nd the most 

I 
perver?e hac; be ~!D inflati on . 

·-The control of inflati.on under condition~" of rrosperity illll in peacetime l"" the 

dominant dor.:eptic challenge of the Sev~m:-:3"• e>s tr.a Unitad State~ ~t:rugp1e !" tdth the 

problem of rebuildinG its cor~pctitivcJ po~H1on in t.mrld mC'rkots. · /1 _ -·· ~ .. 
~~ 

You know that i fl et~ on impose~ an 1mjus t burde::1 on ev·· .·ryone but that _. retired]\ 
~ 

and person~ on fixed incone suff~r t~n most. In rec:mt months, gr.lloping food price 

infl atic.n ha~ broueht erie s of anr;uip:h frcm nll of u~. In the final analysis, 

i nf'J.atior. is jus~ plain cor:fiscation of incct7B for ever-.fone. Furtoormore, the rising 

costs of d oing bu c:ine ~ threaten jobs. Thi ~ r:~ean"' th<rt the economic s-trength of the 

nation at home C~Gd in mrlcl ma.r~cets is cle8rly threatened. 

It is a.gai·:st t his b~wkgrop that I talk Hith you tode;r about r:ene:!:'c.u economic 

-conditions in the United States--and the continuing chal: e nge that faces uso 
Jn the Seventie~, 

~-.le h<Ne al1 become economy-ivatc ~.e rs,4' ;,nru. our experbnce j n t hat regard is 

much like peren-:::.s whore ch 'ld 5.f. slor-o: in learning to talk. 'dhen the child finill~ .- - . ---doe<1a t a.k, t he flood Of MJ:'d<1 ie bHJj~ G. bit too m:1ch f or us. 

~o it has been vrith the economyo vie -were impatient throushout 1970 and 1971--and 

on i nto tho spring of 1972--as the - bu nne CF r Gcovery nnt•HiiliUiiEBilii!!IIIi~Mi<! appeared 

slug~' ish. Then bu~ine R"'" activity ... ~- u~"ted, and in recent months a very different proble-m 

hRs t'lmerged--a rapid D.c~elerat icn of general price inflation . - .~ 
In the fir~t quarter of 1972, .GU@!*'U our unused re 1'! :mrce~ ~ seemed adequate to --ACcomn odate a lor.t; a nd sizable uptrend in sale~ and output. ~ The natio;1 c;l unemplo.~nt 

rato r emained • stuck at near:Ly 6 per cent. Only 75 per cent of the nation' s manufacturing 

fac ili ties were in U!"e. 
..-

.Fri.ce and vlage controls, 2ided bs-- competitive force~", ap}::ea:red 

to h3ve dampened the Hage-price spiral., 

Beg inning -v.rith the sec£md 

speed. Since then, vi;ldly __,._ 

quarter of 1972 , the uptr.0. nd in sale~ and output gained 

;:;.11 sBctor~ of the econoTr\Y h2ve sho>m significant g ain!"o 

Nov; the United State~ economy i.~ riding a bo;;mo Our gro~s national product i,..c; 

running at a rate of :;;.1,272 bill ion. 'l'r-ere are 3 million r.tore people ~Drk ing tcxB;;t_y th ;:, n 

a year a eo. Unemrloyment i ~ at a rate of 4.P per cent, do1 .. -n sh;,rply fro1:1~ the 6 pe::t c 'nt. 

fir uro where tho ner)dlo W8'"' s t~ck for !"'O lonr;. '!'here are 84 .4 mill ion jobs, an al1-tirr1a 
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record, arid Hages ere alr-o at an all-ti,.re high. There wero 1.6 milJ ion new job::: created 

:.n the fir~t ~ix month8 of 1973, alone . 

-In 1970, t-rith • a population of 204,879,000, He h2d 79,627,000 per•ple emplo,ved. 

Since then, our population i~ up 2.4 per cent to 209,86\000, but the number of jobs --- -has D'll grotvn nearly 6 million, an ir cretlse of more than 7 per a cent--twice as much as 

the l!rowth in populationo 

-· During thiP• same period, perconal income ro~ from $542tt billion to $681 billion, 

a # jump of 2~ r-e r cento Sa(leP of non-du:c-able goode inc:rea~ed 24 per cent; durable 

goodf-1, 52 per cent. At the ~aine time, price~ went up 13 per cent. So it 1
1'; clear* th<'lt 

-real* buying poHer kept steadily ahend of inflatior. o 

Now "YJ'e must figbt to pre ~rve thiP edge, and that ieo the job of the Adnini <trat<hon, 

the Congre~=: er.d trn ~'.meric:m peonle. It i~ the people , movint; in re~or.se to snpr·ly ~d 

demand, 'Who are tte nlti"'ate decision maker:': on inflatinno Gond, ~onnd Federal policie~ 

can help do the job. 

Tnflaticn is our No. 1 politicaL iS"u.e. There e1re t rose who are seeking to m?.ke 

political hay out of that issue. And tb:J ironic fact if' that they arc the same people 

1-.ho ~-w touched off th0 infhti onary pre ~Ln'es haunting us today by insi~~ in the 

mid-Sixties tha~ t-1e could fight a costly t..rar halfway aero Sf.' the -...urld vli thout a tax 

increase--the people •·rho in~isted w:J cotJld h.:Jve both guns and buttero These are the 

!"arne people >klO are todBy:at voting for budget-bu"'ting programe and thus .are adding to 

our inflationary .,.JOef'. -. 
I say it is the 1tJJ"P..r.at?.X!~ ultirr:ate in irre~pon~ibilit:r to-. attack the 

Adm1.nistration on the inflation i S"Ue and at the ~arne time vote for budget-busting 

bflaVonary deficit ~pending. lmd yet many meroer~ of Congre = havP. been getting 

a>•ay tvith such tactic~ for years. 

Toore is• no higre r national priority today th:m to balarce the Federal bndget 

as a rne<m~ of fightinr; infJ c:.tion. ;::erici t a Federal spen 'ing rob~ the family budget 

of purch3sing power by bid .inr, prices up, and re"'ulte in mo:..~e wasted tax dollars in the 

form of intere~t peymnnt~ on the national debt. 

~Te aro fighting inflation on four front.... \:Je are seekbg to balance too budget. 

'lle have adopted a stiff ne ·· set of price controls. The Federal Re~rve Board is keeping --a tight rain on the money snpply. And. the Adminis~rat ·or, 1liiik and the Congre s~ have 

acted to encot:rage greatly expanded production of food supnli.E>s, vli th the mpe not onl ' I 
of halting the ri~e in food prices but cventh::Jlly lowering them. /1 

------.... 
The most~~ important e. ction the Con To ~ can takfl no1-r to cope with innati ori 

'·"' to deal responsibly ivith the fi8c ::;l 1974 Federal budgeto · 

During fiscal 1973, tr.e level of Federal ~ending 1.Jas held to :)247 billion, largely 
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due to the Freflident'c: conregoous :DrJ!D~;rb' refusa1 to spend bDlions of dollars 

opnropriated by the Congre ro. ~Juring the fir Rt six months of thie calendar year, 

income -v1as practically mate hi ng Federnl expenditures. 

In fiscal 197h, the "red.dent h<>~ m nounced that ~penrl.ing should be held to the 

269 billion level. If Congr0 R' 'llill cooperate, vm can hl'.Ve a balan~udget thi~ 
fiscal yeer. And a budget that. is balanced Ni.1 1 help b1unt the edge of inflation. 

The economy is ccc:.ing off, and yet price inflAtion remains acute. Be cRuse 
--.. 

inflati.onaryp- pre S"'Ures are st.iJJ stron~; and there is dane e:r of a credit cr;.mch, - -
there i~ talk of a ta.v.: incre A~. 

The problem is ho·,; to continue to tl fight inf1at'on HH.hont squeezir.g PO h!ir·: 

tha.t the slor-1dmm turn~ ir t.o a ful" -fledged rece c:~ ion. 

I am opr;oc-ed to an incre 'Si~ in income t:'Ya"> , even in t~e form o.f a 10 per cent 

h th + ] _, b .c> • I 1 t 1 t , te sure. arge a~, '.~'On." e ro.~.LmCia::>_e CJ. a .1-a cr aa .• ~~;;f_-

I am op~ o~d to H tax increase at thiP tirr.e because I think)\"W'rcan make a soft -lanc~ ing/~'1tl.r!iei%--~ as the cconorr!J' co::;ls off in t.h.g monthr. ahead4, era. I think WE ib:)L~ld 

land Hi th co, thump if the propo:s8d ~urcharge WGl"J to be impo0edo 

'Ihe slm.;dcnm in economic gro :..: th is undeniable, and it is happening ~Jithout m 

increa~e j~ taxeco. 

In th3 second quarter of 1973, the u . ~ . econol'T\Y grew l n o/ thnn one-third a"' fa~t 

as in the previous t1<10 quarters . Ind~J.~trial production virtualJy levelled off recently, 

a~ did ret2.il s&Je ~. 
- 'llii:::: 

I d:m't th5nk thi~ rr an!" thc.t rcce~.-;;on l;e~ ahead.~Jm.zer growth does not_rBflect 

an,v widespread weakne S"' in b··~ine ~·. n the c, ntr~?.'Y, the e ~onomy is grc",-;ing le !"'S 

rapidly prir.mrily becau re fa"1t e;rowth i~ no J cnger,. p0"1"'1 ble in many industria~. There 

arc no longer eno1 gh nndcrutilized mPchincs, enough ~kil1eJ e.rorkers or enough basic 

of expansion. 

The underlying forc ,-:s of exp.:mf.ion ar'3 still dord:.ant, Blong -;,rith ~ 

c.ccomp-nying .miz~t.l'3Xl' inf':l .. c::tionary pro ~·ure~ .. 

Yet the economy b L'nmistaJl:::nbly cooling off, me sign<> of slower gro1-:th Hill 

increase over t he next fc1 'lv m~nth:-:. T•,-Ls mean::. th2t the ~ me nth::; ahead 1-Jill be a most 

difficult per~_ oci for tho~e charged \·rith dc~te :,:rnining 11 U.S. economic policy . He rru:"t not 

yield to the temptation to ease u;· in our fight e.fai.nst inflation. 1:Je mu~t not !1re.··et.urely 

ins V tute policies of fisc.::l or monetary ea~eo Th:.:::: 1-ronl d ~urcly perve to p~Pf\etuate 

irifla t' on . 

I think the c curse of wi~dorrt }_., o:-te of conti.naed reptrainto 

At the same ti'o, I bel"i --!VO there j_p cau.~s 
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m:::ldng progre ~~ in oee.l ing oiith our ~!,Ioo 1 d');ro ~tic problem--infJ &tion. 

The 1.-10r~t is behind U!=: :in toms of fo d price inflation. ,ft Record v:hent, corn and 

so~rbean crop8 are in prospect. And .::J.thongh thi~ devAlopmont wil1 be off~t by 

con-cinuing strong 1111lC9lrS:0!1~Jet: over~':.:"'~ dem.:.md, the effect on dor;e~ti c prices ~honld be 

I predict that the prlcep ~:it of good~, gcmeral ·y, tJill co"1A do~-rn in the ~econd 

half of 1974. 

The bel':t way to control lnflfl.t l.on i~ to expEnd rroduct: on. And in tr:at re~pect 

::e are at a crosf:road~ in tho offort to contain in "lc:Jtion. 

'vlfe must aim at a clo~er bal~ncc betv;·eon gains in n:>tior:a1 wa~;e and benefit increases 

~nd gains in national productivity. 

A clo~er b«lance bet: OP,ri. cotnpens;:;ti on and productivity does not , imply Plc«er grov.rth 

in living stmdard<:'. ii.athsr, it p't'0rr!i:::ep mere rq::; id eco~omic f:,TDHth, larger increa~es 

iP. employment and inco:T, a more profitable Ia bu~ine"' ~ector, higher ca ital inve~tment, 

and a ditdni~hed erosion in real income~o 

Clec-rly, this vmnld combine tho best. of i:il~ worldr- ·a.nd :t is the go1o.l on which ~,.e 

1'1'1'(.'¥ 1

1 "'f'[; . .-<J. 4 ·jt " . ,r , ,, 




