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' TO THE CONGRESS OF THE UNITED STATES: 

I regret that commitments which I believe will 

advance the cause of international understanding prevent 

my delive~ing this message personally. On two previous 

occasions when I returned to the Capitol for formal 

communication wiL~ the Congress, I emphasized my sincere 

desire for partnership with you in the interests of our 

country. Nothing has changed that intention on my part. 

On August 12, three days after assuming the office of 

President, I asked the Congress to ·join with me in a new 

spirit of action and accommodation in getting America 

moving again. On October 8, I presented a comprehensive 

31-point program to strengthen our economy, share the burdens 

of inflation and stagnation ~nd significantly reduce this 

nation's dependence on outside sources.of energy which is 

both strategically and economically undesirable. 

There has been piecemeal criticism of my program and 

I expected it. But there has been no specific and com-

prehensive·alternative program advanced and time is passing. 

I do not read any mandate in the recent election so clearly 

as the American people's concern about our economy and their 

urgent demand for fiscal restraint and responsible action 

on the economic front. 

I am still ready to meet the Congress more than half 

way in responding to this call from our constituents. We 

cannot wait and the country cannot wait until next Harch 

or April for needed action. 

I will always have a special affection for the 93rd 

Congress the last one to which I was elected and in which 

I served both as Minority Leader of the House and as President 

of the Senate. But I hope this pride can be more solid than 

sentimental. 
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Time is short, but time remains for this Congress to 

finish its work with a real record of accomplishment. 

Your leaders have given me their assurance of a desire 

to do as much as possible. 

There is much to be done. I am confident that if we 

all declare a moratorium on partisanship for the rest of 

1974 we can still achieve much for America. 

In this message I am listing those legislative actions, 

among the many I have proposed, to which I attach the 

highest priority. I respectfully request their careful 

consideration and resolution before the 93rd Congress 

takes its place in history. 

NOMINATIONS 

I.regret that neither body of the Congress has acted 

on my nomination of Nelson Rockefeller to be Vice President 

of the United States. 

It has been nearly thirteen weeks since I nominated 

Governor Rockefeller. our· recent experience with the 25th 

amendment makes it plain that an incumbent Vice President 

is essential to continuity in Government. I appreciate 

the need for a thorough examination of this nomination, 

but it is in the highest national interest that I urge 

speedy confirmation. 

Forty-three other nominations pending before the 

Senate lapsed with the election recess. I request that 

my r~-submissions be given expeditious cons1deration so 

that vacancies in key executive branch posts may be filled 

with approval of the Senate at the earliest possible time. 

I will also transmit to the Senate the names of other 

candidates for major Administration positions and urge their 

speedy confirmation. Good govcrm~1cnt F.•akcs it imperative 

that all pending nominations be acted upon during this session 

of the Congress. 
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ECONOMIC ISSUES 

-

No single issue has a higher priority than the 

economic health of our country. Prices rise while 

production lags and unemployment increases. It is a 

severe problem requiring specific corrective actions to 

start the recovery and to check inflation. 

Expemdi ture s 

I am gratified that recent deliberations of the 

House and Senate have recognized the need to restrain 

Federal spending for fiscal year 1975. I am confident 

that this action reflects the strong desire of the 

American people. 

Accordingly, for fiscal year 1975, I will recommend 

to the Congress next week more budget rescissions and will 

report on budget deferrals and administrative actions to 

hold down expenditures. I will also request the Congress 

to make changes in existing authorizations and in pending 

appropriation bills. I urge the Congress to support these 

actions and move quickly to enact the required legislative 

changes. 

I have already reported on a number of budget deferrals 

totalling more than $23 billion and requested seven rescissions 

of over $675 million. Failure to support these acti~ns 

would increase outlays by over $660 million in 1975, $2.2 

billion in 1976, and even more in subsequent years. I urge 

the Congress to accept these deferrals and take prompt 

action on the over $675 million in rescission proposals 

that have been submitted. 

Employment Assistance 

In addition to Government belt-tightening, I also 

indicated in my economic message of October 8 that special 

legislation was needed to assist citizens who are particularly 

hurt by incrc~ses in unemployment. On that same day, 

I sent to the Congress my proposed National Employment 

Assistance Act. Under this plan, employment assistance 

• 
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programs would be triggered into action whenever the 

average national unemployment rate rose to six percent 

for three consecutive months. 

In that event, these programs would provide special 

jobless comp~nsation and work opportunities in those labor 

~rket ar~as where the rate avera9es six ~nd one-half 

:p!?rQent: f<n; three consec:uti v~ months, 

These p:rograms ~hould be e.naeted iwnediately, since 

rising unemployment indicate$ they will very likely be 

needed before the 94th Congress convenes~ I hope this 
. 

Congress will recogni~e its responsibility in this 

i~portant area • 

. T.rade 

~~ti<?n. is. 1Jr9emtl:y n.eeded. on t.he: 'fr(t.de: Re.fo:rm Act 

whiqJ:J, I Q.QA\~id.~r ~:Qs,Qlut.e.ly ~aae.nt.ia.l t..Q Q'tJ.'t' ~<:ooQinic 

Rl?(;l.:t~l}~ QtJr trading- ~a:rtne:rs in the indl.;u~t..ria.l a.nd less-

developed world ~re waiting to see whether we can negotiate 

~qlti.l.at~ral. ~QllJt.iQ~lJ? tQ the. C:QJJJm® ~C:Qno.mie problems 

wl;l_iql1 plague. qs ,. as ~ll. ~s m.ak~ m~ch.-n.~~d improvements 

in the trading system. The tJnacceptable alternative is 

economic warfare from which no winners would emerge. 

I urge the Senate to move as quickly as pQssible to 

adopt the Trade Reform Act, and to forego any encumbering 

amendments. If the Senate acts promptly-- and only.if 

it does -- tnere will be sufficient ti_me remaining in 

~his Congress for both houses to agre~ Qn a final measure. 

':faxes 

~~ ~Qn.<Jli~~ }J_q.% ~t'lx~ i~ ~ ~;s: ~~m: ~posals 

sent; u_p 1.1} 1\.~:~i-.il 1;~13-;: tbe wi.l}4.ifq:J..l. If.W£:ib t:a;:s: )l!.rOposals 

submitted in December 1973, and the economy strengthening 

• 
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The economic proposals of last month include surtaxes 

on all corporations and on individuals with well above-

average incomes. They call for change in the investment 

tax credit;. and in the tax treatment of certain limited 

kinds of preferred stock. 

My i.!l9ivj..dual :surtax proposal, I must emphasize, 

w~y~g a.PP+Y only to families and single persons whose 

inpomes e~ceed $~5,000 and $7,500, respectively, and only 
'. 

to that portion of thej.r act\lal income above those levels. 

It is a very progressive tax proposal which takes much 

mo~~ from hi9h bracket taxpayers than middle income 

taxpayers. Low bracket taxpayers would be exempt. 

With $16,000 income, for example, a family of four would 

Pe¥ e §uftex ef Qnly $3. On the other hand, a family of 

fe~~ with a $~0,000 inGome would pay $482 of aurtax. 

I also urge Congress to enact the windfall profits 

t<=:l~ proposals so that we wi.ll not forever lose the 

chanee t.o. recapture a part of the excessive profits that 

roy §u~PQ~t for eliminating the foreign depletion allowance. 

I have asked the Secretary of the Treasury to work 

with the Congressional Committees concerned to develop 

balanced legislation, including additional tax reductions 

for low-income individuals. 
. .. 

Financial Institutions 

There is great need for action on an Administration 

propos~l to strensth.en and revitalize banks and thrift 

:!fl~t:!, i;.ut!ons tht"ough the elimin<ttiem of certain Federal 

~egula.~jons wnich impede efficiency and healthy competition. 

While ~etaining appropriate safeguards to assure solvency 

ang ~~quidity. the p~Q.po~ed Financial Institutions Act 

• 
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' ' would allow more competition in our banking system to 

benefit the small saver as well as the institutions 

themselves. This could also make additional dollars . 
available to the private citizen and to industry. 

Further, this proposal would provide the added 

incentive of the mortgage interest tax credit for our 

financial institutions to enable them to devote their 

resources to home mortgages and thus curb the wide and 

disruptive swings in home mortgage credit availability. 

Regulation 

The Congress has before it my proposal to establish 

a one-year National Commission on Regulatory Reform to 

examine the practices and procedur~s of the independent 

regulatory commissions. It has become clear that many 

regulatory activities of the Government are themselves 

stifling competition and producing higher prices without 

comparable social benefits. I urge this Congress to 

complete action on this important legislation. Such a 

Commission, to be composed of Congressional, Executive, 

and public members, should start now to formulate realistic 

proposals for reform of our regulatory system for early 

consideration by the next Congress. 

Food 

Food prices concern everyone. The Congress mus.t act 

rapidly to not only increase food production but to remove 

impediments to the maximum production of peanut and rice 

crops. 

I am also recommending that we amend Public Law 480, 

the Food for Peace program. Additional flexibility is 

clearly needed to assure that our food aid programs can 

continue to serve the national interest and humanitarian 

goals. 

I 
! 

I 
I 

l 
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Competition 

Activities which are illegal under the Sherman Anti-

Trust Act disrupt the natural competitive forces in the 

marketplace and invariably ~~sult in h~gher p;J~~!=l tg ~p.~ 

American consumer. The Justice Department's a.n~itrust 
• 

efforts against monopolistic activ~~!~~ whi~h ~P~~?t~ in 

restraint of trade must be ~~~~~g~~~~@~: 

The maximum allowable pei}.alties f0r v?:.~:>i~:t_:.;!.~n of 

the Sherman Anti-Trust Act should b~ !~9r~ased ;~~m 

$50,000 to $1 million for corporations and fr~m $?0,000 

to $100,000 far individual§~ ~~x~m~ p~;!.s~~ §~P.~~~~§~ for 

individual violations should also be increased to five 

years. 

current estimates by th§ !~!~~~i!:!e~ ?:~€! Ne~~!:e!~~f!~~@!1 

Service indicate that ther~ e~E! S'?¥le ~ ~<? 1 !fl~!!!~~-~!!@~e! 

aliens in the United States. ?romp:t: action ~~ ~ ~~n~;!.Rg 

Illegal Alien Bill would help solve ~h~~ cr~t!9~~ prob~~ 

by providing sanctions agairt~~ ~!'!~ h!;!~g o# !!!~g~! ~!:!~R~! 

·This would make more jobs 9V~!~~~!~ !~~ ~~~ ~~ ~i~~~@~§~ 

Stockpiling 

The General Services Admii}.istrati9n has s~~m~~~ed 

stockpile disposal bills for silver, lead and tin. These 

would permit sale of stockpile quantities that clearly 

exceed our national security needs. This additional 

authority will assure adequate supp~ies 9f ~hese ~~od!~!es 

and also dampen excessive price fluctuation?. The additional 

disposal authority for sil ~!', 1§~~ I. ~~4 ~it:l WQ\!~9. ~!§'? 

provide potential budget ree.~.!_p~s <?f %! ~ ~ ~~!!!~~ ~! ~!ce~ 

about $150 million could be :rE?~!!~~~ -in !!~c;.;~! Y~-~~ !~"Tr~ 

if legislation is enacted by -t:he end of this y~~r~ 

• 
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Housing 

I thank the Congress for promptly enacting housing 

legislation making conventional mortgages eligible for 

purchase by Government National Mortgage Association. 

This is giving the housing and real estate industry much 

needed support, even though the Act did not cover apart­

me~ts and condominiums. I urge you to consider legislation 

to correct this omission. 

ENERGY 

In addition to my deep concern over the economy, I am 

committed to resolving the problems of achieving sufficient 

energy supplies for ourselves and our children. I repeat 

my earlier requests for action during this session on 

several energy bills under consideration. 

First, we need legislation to help increase the supply 

of natural gas and permit competitive pricing of these new 

supplies. Our worsening shortages are directly attributable 

to more than 20 years of unsuccessful Federal regulation of 

natural gas. Unless we remove Federal regulatory impediments 

with respect to new sources, supplies of environmentally clean 

natural gas will remain in the ground. The shortage of 

natural gas is already forcing curtailment of service to 

industry in many areas, resulting in increasing unemployment 

and greater use of imported oil. New homes are being denied 

natural gas service, forcing the use of alternative fuels 

that are more costly and far less clean. 

I urge the Congress to complete action quickly on 

legislation to establish a system of permits for the con-

struction and operation of deepwater ports. This system is 

a f~r SU?erior means -- from both a cost and environmental 
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point of view -- for handling that portion of oil which 

we cannot avoid importing for some years ahead. I have 

asked the Secretaries of Interior and· Transportation to 

work with the Senate and House conferees to develop a 

bill that I can sign within the next few weeks. 

Last March, legislation was proposed to speed the 

licensing and construction of nuclear plants, allow more 

meaningful public participation at early decision points 

relating to their design and siting and encourage 

standardization of new nuclear plants. I urge that the 

Congress pass this bill to speed the development of 

domestic energy supplies, reduce dependence on imported 

oil, and help hold down electrical power costs. 

The House and Senate conferees are now addressing the 

difficult issues in the proposed Surface Mining Act. I am 

still hopeful that the conferees can agree on provisions 

which strike a re·asonable balance between our desire for 

·environmental pro~ection.and reclamation and the need to 

increase the production of domestic coal supplies. 

I must emphasize that some provisions of the bills 

now in conference are not acceptable. I have asked the 

Secretary of the Interior to continue working with the 

conferees to develop a bill which I can sign. 

As a necessary step toward conserving fuel and saving 

lives, I urge.the Congress to make permanent the 55 mile­

p~r-hour speed limit~ I also ask the House of Representatives 

to appr9ve an extension of the carpooling provisions in the 

Er•.ergency Highway Energy Conservation Act which expires 

December 31, 1974. 

I have asked the Secretaries of Interior, Defense and 

Navy to work with the Congress in fi.nding satisfactory ways 

of dealing with our emergency petroleum reserves to balance 
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our domestic energy needs. We must proceed with development 

of the oil reserves at Elk Hills, California, and with explora-

tion and development of the reserve in northern Alaska. We 

must not wait for another energy crisis to force action, 

perhaps too late, on these vital resources. 

APPROPRIATIONS 

There are four regular appropriations bills still to 

be enacted.-- Agriculture-Environmental and Consumer 

Protection, Labor-HEW, Military Construction and Foreign 

Assistance -- and the important First Supplemental 

Appropriations bill. 

Action has not yet been completed in the Senate on the 

Agriculture-Environmental and Consumer Protection Appropriation 

Bill for fiscal year 1975. This bill was vetoed by President 

Nixon on August 8th because it would have substantially 

increased Federal spending. I urge the Congress to complete 

action on this appropriation measure as soon as possible 

within reasonable funding limits. 

The Labor-HEW and Related Agencies Appropriations bill 

is currently in conference. Unfortunately, the totals are 

excessive. Unless the Congress reduces funding in both 

House and Senate versions, I will have no choice but to 

veto this measure. 

Appropriations now pending for Military Construction 

and Foreign Assistance should be given high priority. 

The First Supplemental Appropriation bill has passed 

the House and is pending on the Senate calendar.. However, 

I am concerned about the inflationary aspects of the Senate 

version and hope final action will pro9uce an acceptable 

bill. 

I 

J 
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VETOES 

During the adjournment, it was necessary for me to pocket 

veto five bills. Two wer.e private relief measures and 

three were legislative issues: National Wildlife Refuge 

System, Farm Labor Contractor Registration, and Eehabilitation 

Act Amendments. 

I have determined on advice of the Attorney General 

that the absence of my signature from these bills prevented 

them from becoming law. Without in any way qualifying 

this determination, I also returned them without approval 

to those designated by the Congress to receive messages 

during the adjournment period. 

If the Congress should elect to challenge these vetoes 

by overriding them, there could be a prolonged legal un-

certainty over this legislation. However, I ·would welcome 

new legislation to replace the measures which were vetoed. 

Specifically, while the Farm Labor Contractor Registration 

Act Amendments contained worthwhile .pro.vi.sio.ns to protect 

migrant farm workers, an unrelated rider arbitrarily would 

have reclassified and elevated certain Federal employees 

to important Administrative Law Judge positions, regardless 

of their qualifications. I, therefore, urge the Congress to 

pass the essential sections of the vetoed bill without the 

personnel provision which would create serious pay inequities 

by legislatively over-compensating a particular class of 

employees in one executive department. 

Similarly, the intent of the Rehabilitation Act 

Amendments section of H.R. 14225 is worthwhile. But the 

features which would force the creation of new and unnecessary 

bureaucracies in the Department of Health, Education and 

Welfare prompted my veto. 

'• 

I . 
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I have requested the Secretary of HEW to work with 

Congressional leaders in an effort to correct the serious 

difficulties in administration and accountability con-

tained in the vetoed bill. 

Although it was necessary to return to the Congress 

without my approval the Freedom of Information Act 

Amendments on October 17th, the day the Congress adjourned, 

I continue to endorse the intent of that legislation. I 

have already submitted to the Congress amendments which 

would eliminate the national security information problems 

and the damage to effective law enforcement inherent in 

the bill which I vetoed. I pledge 'the full efforts of the 

Administration in working out a fair, responsible way to 

increase public access to Federal papers and records 

without impairing individual rights and essential Government 

activities. 

Just before adjournment, I also vetoed the Atomic Energy 

Act Amendments. I objected to a provision I consider to be 

unconstitutional. Because of this provision, the bill would 

not have become effective, even had I approved it, unless a 

Joint Committee of the Congress subsequently took affirmative 

action. I urge passage of a new measure removing the con-

stitutional objection to section 12 of the vetoed ~ill, 

thereby eliminating the legal uncertainties which would 

becloud the entire nuclear energy program. 

During the adjournment, I signed into law a bill overhauling 

the Commodity Exchange Act. This is an important step to 

assure full confidence in Federal regulation of commodity 

futures trading. Nevertheless, there are several provisions 

which need revision. First is the requirement for concurrent 

submission to the Congress and tq the President of both the 

f 
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new Conunission' s Budget· apd· .. legislative proposals, and 

second is the need for Senate confirmation of a non-

Presidential appointee. These provisions run contrary 

to good management of the Executive"Branch by the President 

and the traditional separation of powers. I hope these 

Constitutional and policy questions can be resolved. 

OTHER MAJOR LEGISLATION 

In addition to pending nominations, economic legislation 

and energy issues, there are a number of other important 

bills awaiting final action by the Congress. 

In today's world, all nations are interdependent. The 

United States owes it to itself, as well as to others, to 

provide military and economic assistance which may mean the 

difference between stability and instability in a global or 

regional context. Where there is instability, there is 

danger -- danger of conflict which can involve the greatest 

as well as the smallest. 

The bill before you represents a sincere effort to 

reflect the realities of today's world. It remains my 

assessment of the minimum which is needed to sustain our 

peaceful objectives. 

I urge the Congress to move quickly to enact legislation 

which will help to achieve these objectives and meet our 

moral, political and security obligations. If sue~ 

legislation is to enable us to effectively carry forward the 

foreign policy of the Nation, it must not tie the hands of 

the President nor restrict his authority and ability to 

act when action is called for. 

Also important to the achievement of our objectives 

overseas is legislation to enable the United States to 

contribute its fair share to the various multilateral 

development institutions and, at the same time, provide 

. ...., continued incentives to other nations to join in these 

international assistance efforts. 
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In order for the United States to maintain its strong 

position in foreign markets, it is important that the 

Congress pass the Export-Import Bank bill and avoid attaching 

unnecessary encumbrances. 

The Congress is making good progress on the Administration's 

proposal to improve the reguiatory climate in an important 

portion of the transportation industry. The Surface Trans­

portation Act, as reported by the House Committee on Interstate 

and Foreign Commerce, is a beginning in the overall area of 

regulatory reform. This bill, with certain modifications to 

insure greater reliance on competitive market forces, would 

contribute substantially to the efficiency and vitality of 

this Nation's railroad system. I urge the Congress to 

complete its work on this vital legislation without waiting 
' ' 

for the establishment of the National Commission on 

Regulatory Reform. 

·Earlier this year, legislation was submitted to 

,provide reasonable increases in the weights of trucks traveling 

on interstate highways. These increases were to offset the 

economic disadvantages to truckers resulting from lower 

permissible speed and higher fuel costs. The Senate passed 

a bill containing most of the features of the Administration's 

proposal while a similar bill did not pass in the House. I 

ask the Congress for early action on this issue in the 

interest of economic efficiency and fuel conservation. 

I also urge the Congress to act promptly t~ pass the 

National Mass Transportation Assistance Act of 1974. This 

bill has been developed through close cooperation between 

the Congress and the Administration.· It will provide the 

Nation's cities with the Federal financial assistance 

needed to help them meet priority urban mass transportation 

needs. This bill establishes a long-term assistance program 

• 
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for mass transit -- actually, for six years -~ and distributes 

a significant portion of the funds according to a simple and 

equitable formula. It also provides for an enhanced role 

for the Governors and local officials in mass transit decisions. 

I consider the total dollar level of $11.8 billion over a 

six-year period to be at the upper limits of fiscal responsibility. 

The needs of the cities and the uncertainties and delays that 

would result from waiting until the next Congress for a 

transit bill make it imperative that this Congress act before 

adjournment sine die. 

In 1972, the Judicial Conference of the United States 

recommended the creation of 51 additional Fed~ral District 

Court judgeships in 33 separate judicial districts across 

the country. Senate hearings on legislation incorporating 

this proposal were concluded in 1973. To date, however, 

this legislation has not been scheduled for floor action. 

The increasing backlog in the Federal courts makes this 

measure an urgent national necessity of a non-partisan 

nature -- for justice delayed is too often justice denied. 

Earlier this session, the House passed a bill to codify, 

for the first time in our history, evidentiary rules governing 

the admissibility of proof in Federal courts. This bill is 

the culmination of some 13 years of study by distinguished 

judges, lawyers, Members of the Congress and others interested 

in and affected by the administration of justice in the 

Federal system. The measure will lend uniformity, accessibility, 

intelligibility and a basis for reform and growth in our 

evidentiary rules which are sadly lacking in current law. 

I strongly urge final action on this ·important bill prior 

to the conclusion of this Congress. 
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With respect to the Vietnam Era Veterans 1 Readjustment 

Assistance Act, I urge the Congress to reconsider the action 

it has taken to date and send me in~tead legislation providing 

a straightforward 18.2 percent cost of living increase, 

effective January 1, 1975. Increased payments for our 

veterans in school are necessary. But while acknowledging 

our great debt to those who served during the Vietnam era, 

I must insist on a fiscally responsible bill on behalf of 

all Americans. I object to the inflationary 22.7 percent 

rate increase, retroactive to September 1, 1974, the direct 

loan program which the Congress has added and the extension of 

educational benefits allowing Vietnam era veterans to attend 

school for 45 instead of the present 36 months. This extra 

entitlement goes beyond the standard for World War II and 

Korea veterans. 

The Energy Transportation Security Act of 1974 would 

require a percentage of imported petroleum to be carried 

.. on u.S. vessels. Although I fully support a strong U.s. 

merchant marine, I am seriously concerned about problems 

which this bill raises in the areas of foreign relations, 

national security, and perhaps most significantly, the 

potential inflationary impact of cargo preference. 

Administration officials have testified during 

Congressional hearings on our concerns about the impact 

of this bill. 

The House-Senate conferees adopted new language concerning 

the waiver provision so that the requirements of this bill 

"may be temporarily waived by the President upon determina­

tion that an emergency exists justifying such a waiver in 

the national interest." However, the legislative history 

of the waiver does not expressly demonstrate that the Congress 

intends it to be broad in scope • 

• 
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The potential problems which could arise if this bill 

becomes 'law require a provision which will permit the 

President to waive its requirements for economic as well as 

foreign affairs and national defense reasons. Since the 

waiver language in the bill is not explicit, the Conference 

Committee Report should make it clear that the Congress 

intends to grant broad waiver authority. 

Other provisions in the bill which concern me are: 

the narrowness of the definition of which ships are eligible 

to participate in this trade, the rebate of oil import fees 

and the unnecessary anti-pollution requirement that vessels 

serving certain ports be built wit~ expensive double bottoms. 

Another measure on which action is required is compre-

hensive health insurance. I will continue to seek agreement 

with the Congress on legislation centered on principles 

incorporated in the Comprehensive Health Insurance Plan. To 

keep this program from feeding inflation, however, the 

Congress will have to join with me in cutting Federal expendi-

tures before we can afford this program. 

Included in the Military Construction Authorization and 

Appropriation bills now before the Congress are funds for 

completing projects and initiating new ones at installations 

in 42 states and the District of Columbia. I reite~ate my 

strong conviction that the limited expansion of facilities 

on Diego Garcia in the Indian Ocean is of critical importance. 

CONCLUSION 

This list of legislative priorities represents a stream-

lined action program for the Nation. To achieve results will 

require partnership, not partisanship, on the part of both the 

executive and the legislative branches. It will mean long days 

and nights of hard work -- of communication, conciliation, 

• 



-
18 

compromise, and cooperation between the White House and 

the Co~gress, the House and the Senate, and majority and 

minority within the Congress itself. 

But it must be done for one overriding reason: America 

needs these actions. And the American people rightly expect 

us t9~do everything we can to accomplish them. 

I pledge my full cooperation with the Congress in the 

weeks ahead. I am confident that the Congress will respond 

in the same spiri.t. 

,,.,.. 

THE WHITE HOUSE, 

1 
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FOR IMMEDIATE RELEASE NOVEMBER l'7. 1974 

Office of the White House Press Secretary 

THE WHITE HOUSE 

EXECU'I'IVE ORDER 

--~----._ .. -.... -~-
INFLATION IMPACT STATEMENTS 

In my address to the Congress on October 8, 1974, I 
announced that I would require that all major legislative 
proposals, regulations, and rules emanating from the execu­
tive branch of the Government include a statement certifying 
that the inflationary tmpact or such actions on the Nation 
bas been carefully considered. I have determined that thi• 
Objective can best be achieved in coordination with the 
bud. set preparation, legislative clearance, and management 
evaluation functions of the Director of the Office of 
Management and Budget. 

NOW, THEREFORE, by virtue of the authority vested in 
me as ~esident of the United States of America by the 
Constitution and laws of the United States, it is hereby 
ordered as follows: 

Section 1. Major proposals for legislation, and for 
the promulgation of regulations or rules by any executive 
branch agency must be accompanied by a statement which 
certifies that the inflationary impact of the proposal has 
been evaluated. Such evaluation must be in accordance 
with criteria and procedures established pursuant to this 
order. 

Sec. 2(a) The Director of the Office of Management 
and Budget is designated and empowered, to the extent 
permitted by law, to develop criteria for the identification 
of major legislative proposals, regulations, and rules 
emanating from the executive branch which may have a 
significant impact upon inflation, and to prescribe procedures 
for tbeir evaluation. 

(b) The Director, in carrying out the provisions 
ot this order, may delegate functions to the head of any 
department or agency, including the Chairman of the Council 
on Wage and Price Stability, when appropriate in the 
exercise of his responsibilities pursuant to this order. 

Sec. 3. In developing criteria for identifying 
legislative proposals, regulations, and rules subject to 
this or~er, the Director must consider, among other things, 
the following general categories of significant impact: 

a. cost impact on consumers, businesses, markets, 
or Federal, State or local government; 

b. effect on productivity or wage earners, bu,inesses 
or government at any level; ' 

c. effect on competition; 

d. effect on supplies of important products or 
services .. 

more 
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Sec. 4. Eacn Federal department and agency must, to 
the extent permitted by law, cooperate with the Director 
of the Office of Management and Budget in the performance 
of his functions under this order, furnish him with such 
information as he may request, and comply with the pro­
cedures prescribed pursuant to this order. 

Sec. 5. This order expires December 31, 1976, unless 
extended prior to that time. 

THE WHITE HOUSE, 
November Z7, 1974 

GERALD R. FORD 

fl. # # # 
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This is the morning of good news. 

Let me thank everybody for joining with me today 
for the signing of the Economic Report of the President, 
which goes to the Congress with the report of the Council 
of Economic Advisers. 

Neither the report of the Chairman, Alan Greenspan, 
nor my own is light reading. Yet, they both come to grips 
with the problems of recession, inflation, and our need 
to scarcer and less accessible energy supplies. 

The remedies proposed for these new problems are 
not easy. They require our country to take a new direction. 
They require prompt action by the Congress. And from all 
Americans, we must ask for a perseverence and a willingness 
to tolerate some very painful measures to regain good 
economic health. 

The budget which I sent to the Congress today 
includes a number of underlying economic projections, 
including estimates of the changes which we expect in the 
prices and in the economy. 

The Council of Economic Advisers will go more 
fully into the details of these projections at a press 
briefing tomorrow. 

The projections are presented as averages for the 
entire year in the budget. What they do not show is that 
we will have turned the economy in a new and more favorable 
direction well before the end of this year. 

We expect an increase in total production between 
mid-1975. and the end of 1976 in excess of a five percent 
annual rate. This will add some two million workers to the 
Nation's payroll over this period, so that unemployment -­
though still high -- will be going down. 

We estimate a rate of inflation between December 
of 1974 and December of 1975 of a little more than nine 
percent. A little less than two percentage points of this 
will be due to higher energy costs, much of which will be 
rebated to the economy in the form of tax cuts. We expect 
price increases of slightly more than seven percent during 1976. 

MORE 
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While these projected figures present no rosy 
picture, they forecast the real improvement we expect in the 
coming months • 

Light reading or not, these two reports provide the 
underpinnings for both the budget and for the policies which 
I have proposed to deal with our problems squarely. You will 
find no attempt to evade the plain truth in either document. 
The figures used are honest and conservative and we hope 
to do better than the forecasts. 

Some of our current problems have been growing for 
years. I have asked the Congress to join with me in estab­
lishing a new direction for our economy -- not in parceling 
out blame. I repeat the request -- this time with an even 
greater urgency. 

If we fail to act jointly, there will be blame 
enough for every one among us. 

Thank all of you for the fine work that3ou did on 
the preparation of the report. And I think we can promise 
everybody next year will be better, won't it. 

Thank you very much. 

END (AT 12:24 P.M. EST) 
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Thank you for joining me today for the signing of the Economic Report of 
the President, which goes to the Congress with the report of the Council 
of Economic Advisers. 

Neither the report of Chairman Alan Greenspan nor my own is light reading. 
Yet they come to grips with the problems of recession, inflation, and our 
need to adjust to scarcer and less accessible energy supplies. 

The remedies proposed for these problems are not easy. They require 
America to turn in a new direction. They require prompt action in the 
Congress. And from all Americans, we must ask for perserverence and 
a willingness to tolerate some painful measures necessary to regain good 
economic health. 

The budget which I sent to the Congress today includes a number of under­
lying economic projections, including estimates of the changes which we 
expect in prices and in the economy. 

The Council of Economic Advisers will go more fully into the details cl. these 
projections at a press briefing tomorrow. 

The projections are presented as averages for the entire year in the budget. 
What they do not show is that we will have turned the economy in a new 
and more favorable direction well before the end of this year. 

We expect an increase in total production between mid-1975 and the end of 
1976 in excess of a five percent annual rate. This will add some two million 
workers to the nation's payrolls over this period, so that unemployment -­
though still high -- will be going down. 

We estimate a rate .,f inflation between December of 1974 and December of 
1975 of a little more than nine percent. A little less than two percentage 
points of this will be due to higher energy costs, much of which will be 
rebated to the economy in the form of tax cuts. We expect price increases 
of slightly more than seven percent during 1976. 

While these projected figures present no rosy picture, they forecast the 
real improvement we expect in the coming months. 

Light reading or not, these two reports provide the underpinnings for both 
the budget and for the policies which I have proposed to deal with our 
problems squarely. You will find no attempt to evade the plain truth here. 
The figures used are honest and conservative -- and we hope to do better 
than the forecasts. 

Some of our current problems have been growing for years. I have asked 
the Congress to join me at once in establishing a new direction for our 
economy -- not in parceling out blame. I repeat the request -- this time 
with even greater urgency. 

If we fail to act jointly, there will be blame enough for every one of u:s.. 

* 

• 
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INSERT -·BEFORE PARAGRAPH 10 --PAGE 1: 

Even with the steps I have proposed to return to fiscal integrity, this 
budget continues the steady and sharp annual increase in government 
payments to individuals, to those Americans who need help most from 
their government. These payments will increase by 15 billion dollars 
in the 1976 fiscal year over 1975 ••• from 137 billion to 152 billion. 
These payments include increased amounts for social security, welfare, 
unemployment compensation, and retirement payments. 

Such payments to individuals have increased steadily as a percentage of 
the total budget, until they now account for more than 40 percent of govern­
ment spending. 

* * 
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Good morning, everybody. 

No single act a President can take sets forth 
our national goals and our national priorities so completely 
and so clearly as the annual budget message to the Congress. 
That is why I am particularly pleased to see here this 
morning so many of you who have worked so long and so hard 
on this document -- to witness this signing ceremony 
which is the culmination of these efforts. 

Both custom and good manners call for the Chief 
Executive to seek the cooperation of the Congress -- and 
to pledge his own -- as he, on this occasion, submits the 
budget document. 

The size of the projected deficit requires me to 
go far beyond custom and good manners in pledging my utmost 
cooperation. Together, we must stimulate the economy 
and reduce the rate of growth at which certain Federal 
expenditures have been growing in the past ten years. 

If these were normal economic times, the 
Congress would be receiving a budget in balance for the 
coming fiscal year rather than one with such a large deficit. 

But unfortunately, these are not normal times and 
the measures that I am proposing -- to give the economy 
a boost with tax rebates and reductions, and to provide 
greatly expanded assistance to the unemployed -- are 
responsible for some of the deficit. Lagging receipts 
from tax revenues contribute to most of the remainder of 
this deficit. 

Without question, our immediate task is the 
restoration of active growth in our economy -- and that 
goal is reflected in the projected budget deficit. 

To sustain our economic growth over the long 
haul, we must begin now to set a new course that will 
bring our future national budgets into balance during 
periods of good economic growth. 

MORE 
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Although this budget carries with it a $52 billion 
deficit, this amount will be even larger if the Congress 
fails to go along with the reductions totaling $17 billion 
which I have requested. If we are to achieve long-range 
economic stability in America, free from ever-rising 
inflation, we must put into effect permanent reductions 
in program expenditures. 

As I said at the press briefing on the budget last 
Saturday, it has become a commonly accepted view that some 
Government expenditures are uncontrollable -· that they 
will continue whether we like it or not. I firmly reject 
that view. They are controllable if the Congress and the 
President join together to hold down excessive spending. 
This budget is carefully designed to bring some of 
these so-called "-uncontrollables" back into line. I ask 
the Congress to work with me to achieve that result. 

Even with the steps I have proposed to return 
fiscal integrity, this budget continues the steady and 
sharp annual increase in Government payments to individuals 
to those Americans who need help most from their Government. 

These payments will increase by $15 billion in 
fiscal year 1976 over 1975; from $137 billion to $152 billion. 
These payments include increased amounts for Social Security, 
welfare, unemployment compensation and retirement payments. 
Such payments to individuals have increased steadily as a 
percentage of the total budget until they now account for 
more than 40 percent of Government spending. 

Despite the huge deficit that we project, the 
budget being submitted today is a compassionate one. It 
has muscle as well. It has discipline and honest self­
denial. It is a start in a new direction along the 
permanent road of fiscal integrity which Americans must 
achieve for the long-term economic good of our country. 

I am pleased that Roy Ash, and some of his staff 
from the Office of Management and Budget, could be here 
today because Roy is shortly returning to private 
life. 

Like the good soldier he is, Roy stayed on to finish 
the job that he began in putting this budget together. He 
stuck to it until the last comma and the final period were 
in place. 

Roy may be one of the most unappreciated men 
in Washington -- but not by me. I will miss his "tough" 
instincts and sound counsel. 

Jim Lynn will be taking over a tight ship 
from Roy, and I look to him to enhance further the capability 
of solid management so necessary to that office. 

MORE 
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At times like this, a simple "thc: nks" may 
sound inadequate. But the dictionary defires the term 
as an expression of gratitude and apprecia~ion. And 
that is what this Administration-- and this President 
owe: to Roy Ash • 

Roy, I hate to see you go, but I nust warn 
you: I have your unlisted telephone number in Los Angeles. 

So, with those observations and comments, I will 
sign the two budget documents that go to the Congress. I 
can't help but ask the question: Roy, why didn't we 
send one up there with the same red color that we have 
on the other one? 

A left-hander may not look good signing documents, 
but I couldn't help but appreciate those two left-handed 
tennis players yesterday. 

There is the bad news but also, if followed by 
the Congress, will be good news. So, Roy, let me give to 
you and to the people that I have worked with, and you 
have to a greater extent, a pen that is part of the 
operation in this final one. 

This is for Paul O'Neill and the others. 

Thank you very much. Thank you again for all 
of the help and assistance. 

Now, I know there are others besides the six 
or seven of you that have done some work on this. This is 
for all of you as well as Roy and the others, and we will 
try to have a better one next year, but this one is the 
best, I think, that we could possibly do under the 
economic circumstances and the facts of life and I thank 
you again, Roy. 

END (AT 10:16 A.M. EST) 
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MR. KELLY: Good morning, ladies and gentlemen. 
Thank you for joining us at our economic briefing this morning. 
The briefing is embargoed totally until 12 noon. You received 
copies yesterday and hopefully, outside the door before you 
came in this morning, of the economic report. 

Dr, Greenspan will conduct the briefing, assis~ed 
by Council members William Fellner and Gary Seevers. 

Dr. Greenspan. 

MR. GREENSPAN: Good morning, ladies and gentlemen. 

I thought, in view of the fact you would probably 
want to spend as much time on question and answers, we would 
try to very briefly review some of what is in the chapters in 
the economic report and then go as quickly as possible to spe­
cific questions. 

I would like first to call on Dr. Fellner to begin 
by discussing the contents of several of the chapters and 
then Dr. Seevers will take several more. 

I won't discuss chapter one. I assume everyone has 
gotten to that and I assume that will be the brunt of most 
of the questions and I won't take your time on that. 

Willie? 

MR. FELLNER: Thank you, Alan. 

Good morning ladies and gentlemen. I suppose I 
should be reporting quite briefly on the content of three 
chapters here and I have all of five minutes for that. I 
had better look at my watch. 

MORE 
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The titles of these chapters are not intended to 
make me a candidate for aopularity contest, I guess, because 
they are Inflation, Unemployment, and the Present State 
of the World Economy. 

Now, I will summarize this as it is rather long 
and at least, shall we say, covered with some intensity -­
these topics. 

The Inflation chapter gives a background of the 
inflationary developments over the past decade. It discusses 
the question of what has made it so very difficult for govern­
ments to resist the temptation to engage in inflationary 
policies and this is not just one party in this country, 
and not just this country, but the world as a whole. 

Obviously, it has been very difficult to resist 
those temptations and this is because the short-run payoff on 
the inflationary policies, the political payoff, has been 
very high in our country, and then after a while, it is 
necessary to stop an inflationary movement. And that is what 
has happened. 

This is surveyed in the chapter and also the 
problem of why, when you then have to shift to monetary and 
fiscal policies, the unfavorable effect of that shift on 
output and employment shows before the desired price 
deceleration effect would show. There is also a discussion 
of how inflation has distorted the tax structure, both for 
individuals and for corporations and why this justifies the 
argument for tax reductions in the present recession and 
why, nevertheless, the size of the deficits problem needs 
to be watched even though perhaps not for the same 
reasons why the non-economists believe this is important, 
but there are reasons why it is important to do so. 

Now, the Unemployment chapter is concerned with 
the meaning of the unemployment measures which we have, 
how they are arrived at and that is discussed with some thorough­
ness there, and then the question of the duration of unemploy­
ment is discussed, international comparisons in this connec-
tion are made, and presented in as much detail as is available 
and, of course, international comparisons do run into some 
difficulties, but that question is discussed. 

The unemployment differential between various 
groups in the country are discussed and data are presented 
on that. · The relationship of the unemployment problem to the 
poverty problem is discussed which is not quite as close 
as one would believe before looking at the data, because 
a large part of the poverty problem does not technically 
express itself in what we consider unemployment, what is 
defined to be unemployment, but then the relationship between 
those two concepts also may change during the business cycle. 

MORE 
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The new programs for extending the duration 
and the coverage of unemployment insurance are discussed 
in the same chapter and the public service employment pro­
jects, too. 

Finally, the International chapter on which I 
should. re}lOrt in 'the same brief style somewhat reminicent 
of Western Union cables. There is a discussion there of 
trends in the international economy during 197~, a 
discussion of the significance of the oil problem for these 
developments and quite a bit of attention is paid to that 
aspect of the developments, which indeed, has proved very 
important in 197~. 

Then, the development of American trade during 
the year and also of financial transactions during the year 
is surveyed and it is very good, and I hope an informative 
appendix is added on the Euro-dollar market. 

I think we would all be very glad to answer 
questions. This is what I would like to say in the five 
minute introduction. I hope it was not too long on these 
three chapters. 

Thank you. 

MR. SEEVERS: You are right on target, Dr. Fellner. 
Exactly five minutes. 

I will report briefly on only two chapters -­
Chapter 5 on the Cost of Government Regulations. I 
think there are three distinctive features about that 
chapter. One, it is the briefest chapter in the report, 
only 13 pages. Two, its cause was greatly aided by an 
ABC news special on the ICC and CAB that appeared last 
Saturday evening, so that our efforts to carry our message 
to the public are already underway. I don't think we were 
preempted. I think that kind of news special is very 
supportive and carries the same kind of message we carry 
in the report. 

The third distinctive feature is that the arguments 
for de-regulating the economy, less regulation, is really 
a bipartisan subject and economic reports of the Council 
of Economic Advisers, going back manv years, over a decade, 
have periodically made the case for less regulation of the 
economy. 

Unfortunately, I think the trend has been toward 
more and more regulation, particularly as we have added 
regulations to achieve safety environment, health objectives 
and such things. 

MORE 



In the chapter, we discuss possible rationales 
for regulation and the problems that regulation generates. 
Let me just cite one example of the kind of problems that 
regulation can cause. In a basically competitive market 
structure like the domestic airlines, the regulation of 
the price of the fare simply leads to, or it simply causes 
competition to take other forms of what we call in the 
chapter "non price competition," such as excess capacity, 
extra flights, fringe benefits on flights, and so forth. 

Now, all of these have a value, we are not saying 
that they don't have a value. But in effect, what happens 
is that bi setting a single fare the costs rise to meet 
whatever that fare is and with some allowance for a profit, 
and the process leads to one fare in one level of quality 
with some variations being provided to the traveling 
public. Whereas, if there were less regulation, I think we 
would see a variety of fares being offered and a variety of 
qualities of service going along with the various fares 
that are charged. 

,So, in effect, the regulation limits the variety 
of services available to the public. 

The chapter also discusses several other forms of 
regulation -- trucking, railroads, financial institutions, 
natural gas, one case of environmental regulation and I 
think, in,the end, it gives a vary good summary of what I 
consider to be a fairly ambititous'. program on the part of 
the President and the Administratid~ to achieve substantial 
elements of regulatory reform. \ 

\ 
' 

Chapter six on Food and Agriculture is a longer 
chapter. It starts out by reporting on 197~ and the events 
during 197~. 

Again, we had a very unusual year in the food and 
agricultural sector and the chapter discusses the anomoly 
that we had the largest crop shortfall in nearly ~0 years, 
a much larger shortfall in world grain production -- some­
thing on the order of five percent versus only about 1-1/2 
percent back in 1972 in that famous year. 

-- And at the same time that we had that problem, 
there was an excess supply of red meet in the world and by 
the end of the year, almost all the major importing countries 
were either restricting through quotas the importation of 
meat or-they had flat-out embargoes on meat imports. 

What the second major section of the chapter talks 
about is really an analysis of long-run changes in the food 
and agricultural sector and I think it is very interesting, 
but I won't try to summarize it or go into any detail here. 

MORE 
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The policy issue is the third section of the 
chapter and we talk about the need for expanding food produc­
tion in the developing countries and ways to do that. 

Basically, it involves a larger, stronger 
commitment to sound policies in the developing countries, 
themselves, as well as the right kind of support among the 
richer countries. 

Secondly, we talk about the instability problem 
and the ways of resolving that. I think the interesting 
conclusion, our conclusion, is that the whole issue of grain 
reserves is only necessary because we don't have a smoo·thly 
functioning international agricultural economy in te:t:Hl.S 
of open and free markets and that really is what we ought 
to be trying to achieve. And the grain reserves only become 
necessary because of failure in achieving liberalized 
agricultural trade. 

We talk about food assitance, both domestic and 
foreign, and I think the point we have to make there is 
that these programs were developed when there was a premium 
on getting rid of surplus supplies of agricultural commodities 
and now that we have quite a different situation, it seems 
to me and seems to us that these programs should be looked 
at in this new light to determine whether the old 
premise continues to make sense. 

And finally, I think we throw out a warning that it 
would be undesirable to have the Governm~nt respond to the 
problems we have had in the last couple or thi:·~e years, 
the problems of tight supplies, sharp price rises, and 
price instability. If we respond to that by the Government 
raising its farm price support substantially, which is a very 
popular theme these days in Washington, that kind of response, 
we are concex~ed, would lead us back to all of the old prob­
lems we had in the agricultural economy which were acreage 
controls, large Government payments to farmers, the need 
for export subsidies to make our exports competitive in world 
markets and the need for import restrictions to keep im­
ports from flowing in in response to the high price supports 
we have domestically. 

So, that is my summary. I think I went a little 
over my five minutes, Alan, but I will turn it back to you. 

MR. GREENSPAN: Thank you, Gary. 

As I indicated before, it is pointless to go through 
some stuff you have read. I think we can best use our time 
by immediately opening it up to questions and address 
the questions to any of the three of us and we will play 
them back and forth as best we can. 

Q Alan, you say on page 19 that the most pressing 
concern of policy is both to halt the decline in production 
so that growth can resume. And yet, leter, specifically on 
pages 26 and 27, you paint a picture of a very weak recovery 
by the end of the year. For example, it will still be at 
the level of poutput in the fourth quarter,about the same 
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as the year earlier. Aren't you in these phrases and 
elsewhere in the report, making the best case for an in­
creased tax cut? 

MR. GREENSPAN: Let me short-circuit your question. 
Bart is raising the question, considering the nature of 
the weakness in the forecast that we constructed, aren't 
we making a case for a greater tax cut than we are 
recommending; is that right, Bart? 

Q Yes. 

MR. GREENSPAN: I think the question we have to 
confront is, how do we essentially maintain a very 
difficult balance between, one, halting the decline in 
economic conditions and remember the decline has not as 
yet halted. 

Secondly, turn it around, but turn it around in 
a way in which we do not in the process sow the seeds for 
the reacceleration of inflationary pressures and the 
type of distortions and economic activity which we are 
so familiar with over the last few years leading to a 
further and perhaps even more severe increase in inflation 
in the years 1976-77-78. 

It is an extremely difficult path to try to find 
one's best way through. All I will suggest to you is that 
our forecast implies considerable weakness in the first 
quarter of this year, some stabilization in the spring 
months after, as I said, a fairly sharp decline and then 
a recovery which takes on, I think, reasonably good pro­
portions in the second half of this year and carrying into 
the early months of 1976. 

Now, I think what we must be aware of is, one, the 
extent of the size of the financing problem which is involved 
in not only the very substantial budget deficit that we 
are showing, but also, if you will look in the budget 
document, you will find that we do have still considerable 
off-budget items and a variety of other things. So, the 
amount of financing which the Treasury will have to 
embark upon over the period immediately ahead is in fact 
a good deal larger than the actual deficit itself implies 
so that if you are talking about an increase in stimulus, 
either on the expenditure side or on increasibg the tax cut, 
we are· working against a margin of financial problems which 
I think we must keep clearly in mind. 

Now, it is our view that the budget deficit, as 
now estimated, is capable of being financed in 1975 without 
a significant problem in the financial markets. It is a 
tight fit and we are not absolutely certain. 

I would be actually suggesting to you more than 
I really know if I said to you it was going to be easy. It 
is not going to be easy and the reason is, obviously, that 
despite the fact we have a significant decline in real 
volume, the rate of inflation is still quite high and it 
means that the nominal growth, that is the dollar growth 
in the GNP, is still such as to suggest far more than normal 
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financing requirements from the private sector than one would 
expect if you were looking solely at previous, past recessions 
in which inflation was not a consideration. 

So, what we have confronting us is one, a very 
large amount of financing coming from the Treasury; two, 
a less than usual decline in private financing because of 
the continuation of the inflation and the potential danger 
if we go terribly much beyond this on the issue of Federal 
financing, which would occur either by an increase in 
expenditures or by a further cut in taxes. 

We are raising the risks of inducing a re­
ignition of inflationary forces at a later date. 

Now, I don't want to mislead you. I don't want 
to say that we have got a simple computer model where we 
press buttons, put the numbers in and get exact answers. 
We don't have it, nobody has it. One must make judgments about 
the sizes of the risks involved in these various types of 
financing problems and what one is reasonably sure 
of is that as we move to larger and larger pressures on 
the financial markets, that dangers of reigniting inflationary 
pressures increase. 

And I think that our policies as they were con­
structed, tried to make the best judgments we could as 
to what was in effectthe optimum path of the degree of stimu­
lus in the particular context which we had. 

Q To be specific about these alternatives and 
the possible risks, if one wanted to get unemployment down 
to six percent in 1976, how much additional tax cut would 
be required and what would be actual impact of this be on 
the CPI in the process? 

Q Question. 

MR. GREENSPAN: The question was, what type of 
tax cut would be required to get the unemployment rate down 
to six percent by 1976 and what would be the impact on 
the CPI in the process. 

First of all, that question is in 
a very basic sense not answerable for the following reasons. 
We assume, in usually making governmental policy, that there 
is some simple technique by which one can calculate 
what the effect of various policies are with some degree of 
accuracy. 

Now, it is certainly true that we can stimulate 
precisely that sort of activity in an econometric model and 
we will get answers that will be printed out to the last 
decimal place and we can tell you what those printouts show. 
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But I think we must recognize that the thing that 
we have sort of learned, in a certain sense, I sense some 
discouragement to those who have to do business fore­
casting, is that the private sector itself is so huge and 
so complex and does so many things which are difficult 
to capture in econometric models that we cannot say with 
any degree of surety what type of tax cut would in 
effect do that or if in fact we could succeed in doing that. 

All we can indicate to you is if we had a very 
substantial increase in fiscal stimulus, which the models 
would indicate would be required to achieve that particular 
goal -- and I assume you mean an average of six percent for 
the year -- I think that we are way over the line of where 
one can prudently say that the risks of significant 
acceleration in inflation are not there. 

MORE 
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Q Also on page 27, you say that the uncertain-
ties at the present time, your projections are subject to 
an even wider margin than usual and you link this by 
saying during the last several months we have witnessed 
a progressive scaling down of outward projections and 
a scaling upward of unemployment projections. 

Aren't you in effect saying your projections 
for '75 are probably milder than the reality, that things 
may be even worse than you are saying? 

MR. GREENSPAN: No, not necessarily because at 
any particular time when we make a forecast, what we 
try to embody in it is not only what we see at the moment, 
but also the very type of momentum which you are suggesting. 
In other words, embodied in anybody's evaluation of the 
outlook is also the process which we are discussing, 
the progressive deterioration that has been going on. 

So it is not that we take a static view of what 
it is as of this moment, but try to encompass in any 
particular outlook precisely the type of questions you 
are raising. It may turn out our numbers are too pessimistic. 
In other words, it could be that what we are looking at is, 
in the process of the next month or so, the worst of all 
the bad news. It could very well be the thing can turn 
around on us a lot faster than we expect and we certainly 
hope that will be the case. 

Remember that with all our sophisticated techniques, 
and they are very extensive, the extent of the current 
decline was not projected as recently as several months 
ago so it is quite possible that we might find that a good 
deal of the pessimism that we are looking at now -- and 
it is quite extensive -- might turn quite rapidly. I 
needn't point out that the stock market has shown some 
significant improvements. 

Now I don't take the stock market as a forecast. 
I think a lot of people do and I think that is a very, very 
11 iffy" question. Nonetheless, the fact that stock prices 
have risen so significantly has a real effect in the 
financial markets. It makes financing of small business 
and large business in the equity area easier, which eases 
some of the very problems we are talking about with respect 
to the f~nancing discussion I just got into. 

And secondly, credit ratings of corporations for 
purposes of borrowing are not independent of what their 
stock sells for in the marketplace. 

So one may say, there are signs on the positive 
side although at the moment I must say to you that the vast 
proportion of the evidence is not positive. 
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Q Dr. Greenspan, if the President's $30 billion 
energy package did not pass, what would be the effect on 
the GNP, the CPI and unemployment? 

MR. GREENSPAN: The major effect is on the CPI. 
The CPI, we estimate, will go up a little over two percent 
as a consequence of the energy package, most of it occurring 
in calendar 1975, some spread over into the next year. 

In our judgment the effects on real GNP or on 
unemployment are small; I think they are of a very small 
dimension. This presupposes, I might add, that the basic 
outflow of the tax receipts that we receive in the process 
of gaining the energy program are expedited and on 
schedule because clearly one can do things if it is mid­
handled that will cause negative effects. We do not expect 
that to happen. 

Q To follow up on that, in terms of the timing 
of this very complicated program, you lay out a chart in 
here -- I have forgotten the page right now -- but it shows 
in effect that the program gets very little stimulus in 
the first half of the year when the economy needs it most 
and the stimulus really doesn't come until the third quarter. 

Isn't that an argument in effect for slowing down 
some of the President's energy package or not passing it 
according to his time table? 

MR. GREENSPAN: No, it isn't, Jim, because first 
of all the size of the numbers you are dealing with are 
relatively quite small compared with the normal volatility 
of what the economic activity is. We must remember when we 
start to get exact on numbers we have to have a sort of 
balanced view of what our ranges of error are. 

You know, if we just take any list of forecasters, 
ourselves included, and take a look at what happens from 
one forecast to the next, just maybe one month later, there 
is far more change that occurs from one of our forecasts 
from one month later reflecting the change in the current 
economic outlook which sort of dwarfs any impact that we are 
particularly talking about. 

The basic reason and why the President is pushing 
hard on the energy program is essentially the basic issue 
that we· are exposing the United States to an unacceptable 
risk of major -- and I mean major -- disruption because 
of a shortfall of oil, embargo, or something like that, 
not immediately, not in the next six months, nine months, 
although it could certainly be very difficult if we had one. 

We are talking of the period 1977, '78, '79 and 
the question is the sooner we start on engaging in some 
program which reduces our energy vulnerability in a period 
which is very considerable out there, the better we are. 
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The President's concern is that every day we delay 
here adds another day of vulnerability out there. That 
is a very significant concern. So it may well be that there 
are minor effects in the fact that there is a revenue 
increase in the very short-run, but I think you just cannot 
look at merely the costs without recognizing what you are 
doing it for. I think the costs are very small. I think 
they are very unlikely even to be perceived in the economy 
in the short-run because of the volatility. 

What is far more important is the fact that we 
just must get on to a path which reduces the extreme 
vulnerability of this Nation's economy in the periods in 
the 1980's. 

Q Dr. Greenspan, what would a $70 billion 
deficit do to your assumptions and your projections? 

MR. GREENSPAN: I assume that is not what you 
mean we are forecasting but that's what it means if it 
happens that way. 

I think it will put very significant strains on 
the financial markets and will make it difficult for the 
Federal Reserve. Obviously, one cannot answer the question 
unqualifiedly without also stating what is the state of 
the economy generally, and what is private demand doing, 
and what are the private credit demands, but clearly, if 
one finds oneself uncomfortable with a deficit, as I do, 
of $52 billion, I am far more uncomfortable and a good deal 
more concerned about the tremendous risks that we are 
exposing this Nation to if we start down that line. 

One cannot say -- and I want to emphasize this -­
one, you cannot say is one number exactly good and the 
next number right next to it exactly bad. We are dealing 
here in an inexact science and what we are doing is 
measuring risk, exposure, things of which one can only be 
sort of probabilistic about. 

All I can tell you is that a $70 billion deficit 
in my view, when I look at the economy and look at the 
markets out there, puts me out in the range of concern 
which makes me more than uncomfortable and I tend to play 
my emotions down on such issues. 

·Q You are being very modest about the validity 
of your economic forecast. I wonder how strong you felt 
about your outlook that the energy program would involve 
only two percent inflation? 
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MR. GREENSPAN: It is not a question of being 
modest about the forecast. I am being modest about what 
economists in general are capable of forecasting. We know 
a great deal. In many areas I think we do exceptionally 
well and in fact in most areas I think that forecasting 
has improved exceptionally and the tools and techniques 
I think are really quite remarkable. 

There are occasions, however, when we find 
ourselves in periods where past precedence is not simple, 
you can't basically, simply match one period against 
another and I think to be flexible in your outlook and 
be constantly aware of it is not something which one should 
to put it another way -- if you become terribly dogmatic 
about what your computers are printing out for you, your 
policies are going to be terribly inflexible, and I think 
that is a mistake. 

We have gone over this basic analysis question of 
what the inflation forecast is on the energy program and 
unfortunately, it will take me 15 minutes to go over it, and 
I don't intend to do that unless somebody presses me as 
to the technical reasons why we came out that way and why 
we disagreed with others who have significantly high numbers. 

Let me say this: On the basis of past experience, 
I don't know that the number is going to be exactly two 
percent, but if you are talkingabout a direct impact analysis, 
I feel reasonably confident, in a sense a good deal more 
confident than one usually should, about such things as the 
price effect, and we have done it in a number of different 
ways. There are a number of different conditions, and we 
come out reasonably close to two percent-plus. It is a 
small plus and it varies. I don't want to get more detailed 
than that. 

•· Q Dr. Greenspan, Saturday, Roy Ash said that 
Dr. Burns participated with the Administration in setting 
up the economic programs and Mr. Ash then said that he believes 
monetary policy would be consistent with that. Would 
you describe what you believe would be an appropriate monetary 
policy? 

MR. GREENSPAN: I never head of a Chairman of the 
Council of Economic Advisers ever answering that question 
and I would not start a precdent. 

Q If I could ask the same question another 
way, in which you should answer, how does the Administration's 
economic policy now guard against the very real problem of the 
liquidity crunch catching major corporations and possibly 
forcing them to go belly up in the&rains that the financial 
markets will apparently be under. 
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MR. GREENSPAN: Did everyone hear the question? 

All I can say to you with respect to that at 
this moment is that we are very much aware of what is 
going on in the financial system, what is going on amongst 
numbers of corporations. We watch the situation quite 
closely. 

There have been very considerable discussions 
about the nature of the problems that we are looking at. 
There are all sorts of options that we are constructing. 
We haven't gotten to the point where we think anything 
beyond that is required. Nonetheless, we do think that 
because events move quite quickly that it is important 
to have all one's analyses up to date so you don't start 
from scratch, if and when any such problems begin to 
emerge. 

I must say, however, that to date one forecast 
of mine which ! am delighted that has gone wrong, is that 
I expected far more problems in this area, the corporate 
financial area, than I think we have seen, and we may find 
that we will do a lot better and that the grave concerns 
that a number have expressed may turn out to be unfounded. 

Q Mr. Greenspan, a moment ago in defending 
your forecast of a two percent rise in inflation due to 
the President's energy ---

MR. GREENSPAN: A little more than two percent. 

Q But you described that as, I think, a 
very good direct impact analysis. That was the phrase 
you used. 

Now, could this be the difference between your 
forecast and those of other economists, that they are taking 
both the direct and indirect impact? 

MR. GREENSPAN: No, that is a misuse of termin­
ology on my part. I did not mean to use the word "direct" 
in that context. 

What we are doing is estimating the immediate 
impact, and I think as I recall in the text we showed that 
the immediate effect on consumers' price index from a rise 
as we estimate it in gasoline prices, distillate fuel oil, 
motor oil and electric power's direct pass-through effect 
of the index is only 1.3 percent in the CPI. 

The indirect effects -- that is the effects 
that occur because oil costs work their way through 
petrochemicals, resins, synthetic rubber and through other 
products -- there is an indirect effect and that is adding 
something which in total brings us something slightly in 
excess of two percent. 
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The major difference, I might add, between our 
forecast and those of others represents what is called 
the "ripple" effect which is essentially not the effect 
of any increase in energy per se, but rather its effects 
on setting off a wage-pr.ice spiral, so to speak, which 
is directly attributable to the initial onset of energy 
cost increases. 

We have gone over that and we believe that the 
effect of that, if it exists, is quite negligible and in 
fact there is even a possibility that the "ripple" effect 
under certain circumstances could be negative. Our view 
is that whatever it is, it is a small number. 

Q Dr. Greenspan, could you quantify for us 
what your full costs are on a quarter to quarter basis 
for this year? 

MR. GREENSPAN: Would you repeat that? 

Q Would you quantify for us your forecast 
of a quota basis for this year and also how you see the 
balance of payments outlook? 

MR. GREENSPAN: You mean the GNP accounts? 

Q Yes. 

MR. GREENSPAN: We usually don't do quarterly 
forecasts. We do them but we don't feel we should make 
them public. All I can say is the first half is down on 
average; the second half is up. Beyond that, I would 
just as soon not say anything specific. 

Willy, would you want to talk on balance of 
payments for a minute? 

MR. FELLNER: Maybe there are some questions 
that would arise in co-nection with the balance of payments 
and maybe I can or cannot answer them. 

You see, what has been happening this year, we 
have a trade deficit which was not large, given the size 
of the oil component that was very large. We are expecting 
a somewhat greater trade deficit for 1 75 -- a moment ago 
I said this year, I meant 1 74. For 1 75 we are expecting 
a somewhat higher trade deficit than we had in '74, a 
trade deficit very small consistent with, say, the second 
half of '?q experience than with the whole year, which 
started differently, because the oil payments, the oil 
imports, the settlements, came later. 

So we will have a larger deficit -- still a 
much smaller deficit, I think, than what would correspond 
to the oil imports alone. So, aside from that we will 
have a surplus. 
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We will have a deficit, also, on goods and services, 
although a smaller deficit than on trade because the services 
will give us a surplus if you view them in isolation; and 
a current account deficit which will probably be of the 
same order as the trade deficit because the current account 
includes, in addition to goods and services, the unilateral 
transfers. 

Now, the figures I could quote would be very 
approximate and very tentative. But due to the fact that 
the economy is weak, the deficits will be somewhat smaller 
than they would have been otherwise, probably. 

We have had some weakness in the dollar recently. 
And I think that is largely a consequence of interest rates 
having come down -- that is, the market is very sensitive 
to interest rates. 

That, I think, is what I would say on that. 

Q Could you give us those very tentative 
figures? 

MR. FELLNER: Let's put it this way: If I talk to 
people who are as good at forecasting as anybody, I think, 
although these are very undependable figures, they are, I 
think, putting the 1975 merchandise deficit now at some­
what less than $10 billion. 

Q Wasn't it only $3 billion in 1974? So, 
isn't that considerably larger than in 1974? 

MR. FELLNER: No, I believe it was more like 
five, although the last quarter figures are perhaps not 
final yet. It is larger, but it is in keeping with the 
second half the experience of the second half 
of the old year which is influenced by the very early part 
of this yeat•. 

Q Which basis do you mean? 

MR. FELLNER: The balance of payments basis. 

Q Dr. Fellner, can you tell us on an 8 percent 
average unemployment for the year, what your projection is 
based on; the peak of unemployment and what it will 
reach during the year? 

MR. FELLNER: We say in the report it is conceivable 
it will be slightly exceeded and then will come down. I 
don't think we would expect anything that would be very 
different from the average figure. 

Q Will it get to 9 percent?.·: 

MR. FELLNER: No. 
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MR. GREENSPAN: Our forecast, as we say in the text, 
is that we expect unemployment to go above 8 percent some­
time during the year and then be below that at the end of 
the year. 

Q Will it reach 9 percent? 

MR. GREENSPAN: That is not our forecast. 

Q Dr. Greenspan, our forecast for unemployment 
for 1975 and 1976 is about twice as high as the normally 
acceptable 4 percent. Why is it acceptable? 

MR. GREENSPAN: The forecast is not acceptable. 
If you are asking the distinction between what is acceptable 
and what is a goal, our view is that the lower the unemploy­
ment rate is, the better. 

The question is, itself, not an issue here of what 
we are aiming for or desiring to create, of course not. 
This is a forecast and it is an estimate based on what 
economists, looking at the economy, would project. 

If you are saying what we would like to see, 
obviously, that is a good deal lower than that and I think 
anything at that level is quite disturbing. 

Q Did you say unemployment would be below 8 
percent at the end of this year? How does that match up 
with the 7.9 average for 1976? 

MR. GREENSPAN: It is basically not very much 
below in the forecast. 

Q Does that mean 1976 stayed steady or you will 
have an increase? 

MR. GREENSPAN: Let me put it this way: It is 
a question--! should say I am not talking about the 
quarterly iigure, but as it gets into the period. It 
is just about 8, as I recall. 

Q Dr. Greenspan, does that mean you are going 
to stay about absolutely level for a full year? 

MR. GREENSPAN: No, let me retract that. I am 
trying to remember what the actual figures are. I 
think I was a quarter off. It does not go below 8 percent 
until we get into the early months of 1976 in that forecast. 

Q Dr. Greenspan, earlier you spoke of the 
dangers of a tax cut greater than that which the Administra­
tion planned. In that context, what is your reaction to the 
tax bill that came out of the House Ways and Means Committee? 

MR. GREENSPAN: Irving, I haven't had a chance to 
take a look at it and I think it would be premature for me 
to comment on it. Certainly, others should be commenting 
on it, at any rate. 
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Q Dr. Greenspan~ the Democrats are saying 
that the 7.9 percent rate of unemployment in the 
year 1976 is unacceptable. I would like to ask how much 
deficit would be needed to reduce that 7.9 percent 
and what would be the inflationary impact of such a deficit? 

MR. GREENSPAN: Let me first say that the basic 
question of the relationship between stimulus and the 
unemployment rate is not as clear as it used to be. Back 
in the early 1960s when we had a noninflationary economy, 
every significant increase in the amount of stimulus in, 
say, surrent dollar terms, was usually converted pretty 
completely into real physical volume output and as a 
consequence, in a declining unemployment rate. 

In fact, I think we state in one of our chapters 
in discussing one of the periods sort of hypothetically, 
the 1958 period,which was very classic in that sense. 

So, let me say just to point out where we stand 
at the moment that we no longer have a situation in which 
one merely can stimulate the economy and be sure that one 
will have a significant impact -- I mean, significant 
impact -- on the unemployment rate. 

There are, as you may well know, other countries 
throughout the world who, at the moment, with increased 
fiscal stimulus, will not affect their real GNP. Now, 
we are nowhere near that, fortunately. What I hope we 
avoid is get to a situation in which we find that by 
continuously attemtping to stimulate the economy by 
tax cuts or increases in Federal expenditures, we set into 
motion what we call a shift in the Phillips curve to the 
right -- that is, an ever-decreasing proportion of the 
increase in current dollar GNP as a result of fiscal 
stimulus -- which translates into real GNP increases and 
therefore, into improvements in unemployment. 

Now, I don't know at this particular point what 
the particular mixes are, or the like, or where we 
basically stand. All I can suggest to you is if we engage 
in a very significant degree of stimulus well above what 
the President is proposing, the presumption that therefore 
the unemployment rate will fall by significant proportions 
is not something to which I would give great credence. 

I don't say that there would not be some, but what 
you would be doing in a sense is trading off some small 
short-term reduction in the unemployment rate for 
significantly higher rates of inflation in the longer 
run and in that longer run, an average rate of unemployment 
which is higher than I think we would be able to 
sustain. 
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Q Dr. Greenspan, given the high level of unem-
ployment that you anticipate for '75 and '76, can you give 
us any approximate measure of how many workers will have 
exhausted their unemployment compensation benefits or who 
will be beyond the scope of the public service employment 
program as now planned by, say, mid-1975? 

MR. GREENSPAN: I can't give you a specific 
number on the public service employment but one measure of 
the effects of the unemployment insurance and the total 
employment effect is shown in the table which I believe is 
on page 41 of the budget, which shows a distinction between 
the unemployment rate as we usually conceive of it and the 
insured unemployment rates. So you can take a look. 

There is a gap process there which is opening up. 
As I understood it, there is more than adequate funds at 
this stage to carry us for quite a while. 

Q Your analysis of the Phillips curve relationship 
seems to conclude that the country will have to live with a 
considerably higher average unemployment rate than we have 
in the past or that we have been accustomed to think of 
as a full employment target; is that correct? 

MR. GREENSPAN: Not necessarily. Let me just say 
that what I am saying is this: That unless you can diffuse 
the very strong underlying inflationary pressures which still 
exist in our economy, then I would say the answer to that 
is unfortunately yes, and one of the reasons -- in fact the 
most important reason -- why we take the issue of inflation 
so strongly is not because we have some peculiar view that 
prices going up are somehow in themselves bad, that we don't 
like the indexes to rise. 

The problem is that when you have an unstable 
inflationary environment, ultimately its impact is devastating 
on the unemployment figures. So that in one respect the reason 
why we emphasize that the problem is not inflation versus 
unemployment, because it is really in many respects the same 
disease looked at from the different point of view. 

If we do not bring the underlying inflationary 
pressures under control and return this economy to a stable, 
non-inflationary growth, then I think we do risk the problem 
of one, both not only higher rates of inflation than we would 
like to perceive; but also, higher rates of unemployment. 

In a sense, what I am basically arguing for is that 
the best way we can be sure we can reduce the rates of 
unemployment and keep it there -- down -- is essentially 
to diffuse the strong underlying inflationary imbalance of 
which we have seen. 
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Q On the table in the budget that you have 
mentioned, on page 41 of the budget, you draw some linear 
extrapolations to 1980 that suggest it would take that long 
for us to get inflation below, let's say, four percent and 
unemployment down to around five and a half. Is that the 
best path that you foresee or is there some combination 
of policies that will get us to that happy land a little 
faste~? 

MR. GREENSPAN: No, I think that is me~ely a sort 
of illust~ative type of projection for purposes of allowing 
one to examine the specific nature of the budget figures 
which are constructed on the basis of it. 

At this particular stage, I would Qay long-term 
economic forecasting is a lot more treacherous than short­
term. I just gave you my views of short-term fore­
casting. 

I think that it is quite possible that if we 
proceed in a very circumspect and prudent way on govern­
mental policies and we are capable of restoring the confidence 
to the American economy which has been sorely lacking, I 
think we can arrive at far better levels of both inflation 
and unemployment well before those illustrative examples 
suggested. 

I think it requires, however, some very considerable 
concentration on the nature of our problems. We must not·try to 
paper over what the difficulties are or to overemphasize 
short-term palliatives at the expense of more fundamental 
remedies. 

Q In relationship to the importance of the 
inflation question you outlined before, how do you answer 
those who say your own figures on the full employment surplus 
show there is room for more expansion without the danger of 
inflation? 

MR. GREENSPAN: Basically, I think one must dis­
tinguish between the calculation of a full employment surplus 
and the nature of inflation. These are two separate 
concepts -- the full employment surplus is a statistical 
calculation which assists one in evaluating strictly the 
changes, the causes of changes, in Federal deficits. And 
the changes in the full employment budget are a useful tool 
for examining the particular levels of restraint or lack 
of restraint, in those accounts in and of themselves. 

What the full employment budget does not encompass 
is the financial system as it exists at that point -- the 
balance sheets of corporation, the balance sheets of financial 
institution, the rates of cash flow in the corporate sector 
and the like -- numbers of other elements which are not in 
there which must be considered in measuring any inflationary 
impact, because it is not strictly either the measure of 
physical slack that exists in the economy, which is often 
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one measure of the degree of capability of expansion or the 
full employment budget, even its rate of change, which is 
a more useful thing, as an indication of the inflation impact 
of any particular stimulative policies. 

One must bring to bear the initial state, the 
state at the time of what position of the financial mar-
kets is at that point~ And in that sense, I would say 
that tne degree of slack that existed in years past -- a 
decade or so ago under the same full employment budget·condi~ 
tiogs . -- I think would have enabled very significantly greater 
tax cuts for fiscal expansion without inflationary imp!ications 
than I think exists today. 

In .other words, to merely use the statistic without 
qualification, without interfacing it with other elements 
that exist in the economy is I think to misuse the number. 
Statistics have very good uses and I think they should be 
used for what they are useful for, but I think they can be 
used in a much too simplistic way and I think in this case 
you are over-generalizing it. 

Q Will you expand on the reasons why you think 
most of the tax cut will be spent rather than saved? You say 
past experience suggested this would be so and yet we are 
in a novel set of circumstances. 

MR. GREENSPAN: First of all, when we talk about 
what is spent and not spent, we always fail to put in what 
time frame. Obviously, within 30 seconds after everybody 
receives their check, it will be 100 percent saved and will 
remain that way for the next hour, I hope. 

The concept of·what is saved and what is spent is 
not a meaningful concept unless you say over what period of 
time. 

Now, in exam1n1ng this so-called one-shot type 
of thing -- we have had a lot of experience, for example, 
going back to, remember the soldiers' bonus, I think, was 
1936, where we had this big lump sum payment and one was 
able to estimate what happened subsequent to that, the 
national service life insurance payments in the 'SO's, big 
lump sum payments, and the general experience one has is 
those payments do tend to be distributed somewhat differently 
from the n~rmal pattern of consumer outlays. 

In effect, we do know that they are pushed, the 
distribution is pushed more towards savings and big ticket 
items than is normally the case. 

Now, to the extent that the amounts are initially 
saved, that obviously is not a loss. It basically would 
improve the flows ~f funds in the S & L's; it would improve 
the financial system and in a sense would be helpful. 
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But I think when you take the context not of the 
first two months but the next three months, but over, say, 
a six or nine-month period, it is our judgment that the very 
substantial amount of that eventually will find its way into 
the spending stream. 

Q How relevant is it to your general forecast 
of a domestic economy, what rate the dollar actually 
happens to be? 

You made no mention of the dollar or the dollars 
internationally exchanging, and it seems the dollar has been 
falling very sharply. In your forecast, how do you see 
the dollar's future developing and its impact, therefore, 
on domestic inflation? 

MR. GREENSPAN: Obviously, I have a view, but I 
think it would be inappropriate for me to come out on anything 
which relates to markets. That is why I don't comment 
on Federal Reserve policy, forecast of exchanging 
rates, stock markets, commodity features and the like. 

Q Mr. Greenspan, if the slump does not bottom 
out this summer or this spring, do you have any contingency 
in mind what to do then or must it just be endured? 

MR. GREENSPAN: I say that we are auditing the 
economy on a day-by-day basis and policy will be appropriate 
to the conditions of the economy at that time. 

Q Mr. Greenspan, as recently as two weeks ago 
the President in an interview on television said he expected 
the unemployment rate to be below seven percent perhaps by 
the end of this year, but certainly in 1976. How does that 
gibe with your forecast? 

MR. GREENSPAN: I would say that basically if the 
economy improves -- let's put it this way -- if confidence 
improves a good deal faster than we can measure -- and in 
fact let's recognize it. We don't have techniques which 
are capable of making judgments about confidence. We missed 
the decline in confidence recently; I suspect we may well 
miss a recovery in it. I don't think·one should go out and 
forecast it. But ~f confidence is restored far more quickly, 
I think that is precisely what we may well see happen. 
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Q A double-barreled question: One, what is 
there in this report to restore public confidence? 

MR. GREENSPAN: You are talking of the economic 
report? 

Q Yes. 

And two, looking back over the past six months with 
the benefits of hindsight, what policies do you now wish you · 
had recommended to prevent us from getting into the situation 
that we are in as represented in this report? 

MR. GREENSPAN: Irving, you stay up late thinking 
up the most interesting questions. 

First of all, I don't think it is the job of 
the Council of Economic Advisers to put together a report 
to either add or subtract from confidence. I think it is 
our job to tell it like it is, to tell it as we see it, 
and that is what we have attempted to do. 

Secondly, I don't believe that confidence is 
significantly affected by talk on the basis, by 
either governmental officials or by others. I think what 
restores confidence is not an issue of what people say, 
but what actions are taken, not only by government, but 
also by what is going on in the private sector. 

What will restore the confidence of consumers and 
the American people is not what we say but what we do -­
and I hope it is a very responsible policy that will 
be initiated by this government and I cannot indicate to 
you that the importance of responsible policies and candid 
appraisals of what our problems basically are to assist in 
that direction. 

To answer your second question, I always wish at all 
times and in all places that I knew what the outlook was 
going to be six months hence, and if I did, I would be in 
a much better position to do a lot of things. I must say 
also that it doesn't serve us very well to go back and say, 
"If we knew then what we know now," what would we do. I 
think that is not a particularly useful exercise to go through. 

Q Could I ask a follow-up on that question? 
You gave a very significant answer, I thought. Could you 
give us the percentage of the odds in favor of confidence 
being restored as the President suggested? In other 
words, what percentage is the likelihood that this is 
going to come to versus the other odds? 

MR. GREENSPAN: I am sorry. What was the 
question? 

MORE 
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Q What is the percentage between the outlook 

presented in the book and the outlook you gave in a very 
brief answer to the President in explaining the President's 
that is, that confidence should be restored -- what 
are the oods? 

MR. GREENSPAN: Let me put it this way: It is not 
something which one can put odds on. I think that what you 
do as an economic forecaster is to take the events that 
you have in front of you. To try to forecast something 
which is beyond your ken and it is beyond my ken, I 
think, does not do justice to an economic forecast. It 
enables people to look at a base of statistics and say, 
"This is essentially what it looks like under current 
conditions." And I think if we were somehow able to capture 
this very illusive element of confidence in our models 
our forecasts would be far better. 

Remember, when we are talking about conficence, 
we are talking about the views of over 200 million 
Americans and this is not something we have been successful 
in forecasting with o~r simple, analytical tools. 

Thank you very much, ladies and gentlemen. 

END (AT 10:40 A.M. EST) 




