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SUBJECT:
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19 76

r,mOLESALE PRICE DWEX
FOR DECE2ilBER

The ~'iholesale Price Index declined 0. 4% in December, ·the first
decline in six months.
Unadjusted v·fuolesale Prices in December
were 4.2% higher than a year ago, compared to a 20.9% jump from
December 1973 to December 1974.

What's your reaction to the December \'lPI?
GUIDA.i'JCE:

As you recall, there was 0 (zero) change in the ~'7PI
last month.
\'lith last month and this month, the
data continues to indicate that inflation continues
moderate, vvi th no evidence of an acceleration in
the current figures.

Isn't it correct, t.how:;h,, that the industrial component continued
to increase at a rate of .6%?
GGIDANCE:

That is correct. We find the industrial component
still unsatisfactory.
\·Je do recognize that t\vO or
three months ago, the changes ,,ras in the area of l.

JGC

2~.

\VHOLES.:-l.LE PRICE E:D:2X

(Change)

1975

19 7 4

January

-0.3%

+3 .1%

February

-0.8%

+1.2%

Harch

-0.6%

+l. 3%

April

+l. 5%

+0.7%

May

+0.4%

+1.3%

+2.0%

June

-0.1%

+0.5%

+2.3%

July

+l. 2%

+3. 7%

-l. 4%

August

+0.8%

+3. 9%

+6.2%

September

+0.6%

+0 .

October

+1.8%

+2 .

Noverr..ber

December

0

cl1.2.ngr~

-0.4%

1~

19 73

-l.,S%

3~.

+l. 2%

-0.5%

-~2

. 2%

January 12, 1976

SUBJECT:

COHMERCE DEPART.C:.IENT
ECOWOMIC PROJECTIONS

....-

The Commerce Department estimated yesterday that GNP would
rise by 6 or 7% in 1976, that Unemployment would average
between 7.5 and 7.75%, and the Consumer Prices were projected
to rise by 6.5% this year.
What's your reaction to the Conmerce Department figures, and
are these the same predictions that will appear in ~he Budget?
GUIDANCE:

It is my understanding that the figures released
by the Commerce Department yesterday are assumptions
and forecasts which are based on last year's mid-year
review of the Budget. This is all old data and old
information.

Can we assume that these assumptions are very close to the final
projections which will come out in the Budget?
GUIDA.J.~CE:

The assumptions and projections which \vill appear
in the 1977 Budget on January 21 will be a reassessment
and reevaluation of the most recent data. This evaluation will inc~ude a new analysis and a new review of
the economic developments since that mid-year review.
The assumptions and forecasts could be very close
to the mid-year figures, or it could be a wide
variance; \ve will just have to wait for the final
figures on January 21.

JGC

January 16, 1976
SUBJECT:

THE

ECONOMY~i<

The Commerce Department reports that fourth quarter GNP was only
half that of third auarter GNP. What's your reaction to this?
GUIDANCE:

We recognize that the economy has slowed somewhat
in the fourth quarter after an extraordinary rise
in the previous months. But I think the evidence
as to the amount of GNP growth shows that the economy
did not come to a halt in November and December. The
December figures show that November slowdown was not
extended into December. At Christmas, retail sales
were extremely good. We see a revival in confidence
that was off in early 1975.
A number of economists had great concern that as the
economy recovers;· this would reignite inflation. We
see no evidence that the inflationary pressures are
accelerating.
This should hold true if the budget
can be held in line.
We expect recovery in '76 to be solid, but I think
we still have a substantial way to go, but the outlook continues to look quite favorable.

JGC

January 21, 1976
SUBJECT:

BROADENED STOCK OWNERSHIP

In the State of the Union Monday night, President Ford proposed
tax incentives to encourage broadened stock ownership by low
and middle income working Americans. It has been charged that
the plan, because it requires a seven-year investment, would
only benefit those who had "money to risk".
Doesn't the proposal defeat its own purpose and only benefit
people in the middle and higher income brackets?
GUIDANCE:

No. First of all, participation would be restricted
to individuals in the middle and low income ranges
though a limit on the maximum amount of the annual
contribution which can be deducted, with participation
phased out at higher incomes.
Also, the incentive factor is such that we expect
people to realize that their long-term gain will
outweigh any short-term inconvenience. Past history
demonstrates that people will respond to such
incentives.
Third, as the program is, of course, optional, it
will benefit only those who opt to invest in it,
but unless it is adopted, no one benefits.

ME

\...... /

January 21, 1976
SUBJECT:

CPI AND THE ECONOMY

The Consumer Price Index for December rose .5% . . This was an
annual inflation rate of 7% in 1975--the best record in three
years.
What's your reaction to the increase in the CPI?
GUIDANCE:

This continues to indicate that inflation is not
accelerating.
Of course, it is higher than we would like, but,
nonetheless, sharply lower than we've had.

'~

The Commerce Department reported that fourth quarter GNP was
only half that of third quarter GNP. What's your reaction to this?
GUIDANCE:

We recognize that the economy has slowed somewhat
in the fourth quarter after an extraordinary rise
in the previous months. But I think the evidence
as to the amount of GNP growth shows that the economy
did not come to a halt in November and December. The
December figures show that November's slowdown \'las not
extended into December. At Christmas, retail sales
were extremely good. We see a revival in confidence
that was off in early 1975.
A number of economists, including our own Administration economists, had concern that as the economy
recovers, this would reignite inflation. We see no
evidence that the inflationary pressures are
accelerating. This should hold true if the budget
can be held in line.
We expect recovery in '76 to be solid, but I think
we still have a substantial way to go, and the outlook continues to look quite favorable.

CONSUMER PRICE INDEX

'-=-/

(

''
----- ·-,,.

1974

January

+0.6%

+1.0%

February

+0.6%

+1.3%

March

+0.3%

+1.1%

April

+0.6%

+0.6%

May

+0.4%

+l.l%

+0.6%

June

+0.8%

+1.0%

+0.6%

July

+1.2%

+0.8%

+0.2%

August

+0.2%

+1. 3%

+.i.9"%

+0.5%

+1.2%

+0.• 3%

+0.7%

+0.9%

+O .··a%

+0.7%

+0.9%

+0.8%

+0. 5% ~

+0.7%

+0.5%

September
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(

------·-

·--

1975

November
December

..

... --,.,
. ... ..

~

-~~c···

1973

~

'

r

January 27, 1976
SUBJECT:

ECONOMIC STATUS OF COUNTIES

Yesterday at a briefing after their meeting with the.President,
representatives of the NACo raised objections to the CEA's 1976
predictions of surplus and expanded services at the State and
local level.
The Coun-t;:y executives referred to the report as "'entirelv
fallacious ... wrong".
On what did the CEA base its rosy predictions, and is the President concerned about this apparent
over-optimism?
GUIDANCE:

The section of the CEA report dealing with the
fiscal status of the State and local governments,
which includes all available published data on
the counties was based upon data received from the
Department of Commerce.
Keep in mind that the report takes into account
all State and local governments. Overall, as the
report states (p.57) "toward the end of 1975, State
and local governments had a small operating surplus,
the f~rst such surplus since late 1973. That surplus
was $1.5 billion for second half of 1975 for State
and local governments combined.
Now, to be sure, that does not mean there are not
substantial deficits in some municipalities and
localities, but the overall picture is good.
Also~

if you read the Wall Street Journal this A.M.,
you probably noted that the JEC subcoF~ittee has found
that 13 energy-producing and eight agricultural states
ran in the black in fiscal 1975.

The President feels that there is ample evidence to
support the CEA's conclusions. He believes, and the
opinions of a large number of State and local officials
support this, that his State of the Union proposals
will benefit the States and localities, including the
counties.
(A large part of this issue, as he sees it,
is who the Federal Government hears from, and it
is not from those States and localities that are in
good shape.)

ME

February
SUBJECT:

19~

1975

RELEASE OF EPA POLLUTION FUNDS

It is my understanding the States must put up 25% of the
construction funds, with the Federal Government putting
up the remaining 75%.
Several g?vernors state that they
are not able to match the 25%, thus cannot qualify for funds.

Why does the_Federal ~overnment impose this 25% matching
requirement on the States?
GUIDANCE:

We wan·t the State and Lo.cal Governments to be very
much involved in the projects for which these funds
ar·e applied. This is not strictly. a national concern, but one of State and Local impact. We feei
it is important for the States to bear a portion of
the cost for these projects, so·that these funds will
be applied to the most important projects and the use
of these funds will be scrutinized very closely. We
do not want these 19~liUJMH~ooked upon as a free gift
from the Federal taxpayers. ~~.

Isn't i t true that many States are not able to come up with the
25% matching requirement, and thus are unable to avail themselves
of these pollution funds?
GUIDANCE:· EPA says that have no evidence-of any grants
that would not be made because of insufficient
matching funds at the local level.
I might again point out that even \vi th the
release of this additional $5 billion, it will
be at least 1980 and beyond before these funds
will be utilized.
There is still $9 billion
obligated during the last three years that has
not been spent.

(More}

March 4, 1976
WHOLESALE PRICE INDEX
IN FEBRUARY

SUBJECT:

Wholesale prices fell five-tenths of a percent in February,
the sharpest drop in nearly a year, as lower farm prices
offset increases for industrial goods.
What is the President's reaction?
GUIDANCE:

The latest report continues to confirm our progress against inflation. We are particularly
pleased at the modest rise in the prices of industrial commodities, the smallest rise since
the spring of '75 (.2% in May, .1% in March and
April) .

ME

March 19, 1976

SUBJECT:

CONSUMER PRICE INDEX
FEBRUARY

The CPI in February rose .1%., the lowest rate of increase
The decline was mainly due to a
seasonally adjusted drop in food prices of lo/o. (Grocery
prices declined 1. So/o, the biggest monthly drop in 24 years).

in more than four years.

GUIDANCE:

This is clearly excellent news and we welcome
it, and it is further evidence that the President's
econom1c policies are working.
However, we recognize that it will be difficult
to sustain this low rate of increase in the
months ahead.

ME

March 19, 1976

SUBJECT:

CONSUMER PRICE INDEX
FEBRUARY

The CPI in February rose • 1% 1 the lowest rate of increase
The decline was mainly due to a
se3.sonally adjusted drop in food prices of lo/o. (Grocery
prices declined 1. 5o/o, the biggest monthly drop in 24 years).

in more than four years.

GUIDANCE:

This is clearly excellent news and we welcome
it, and it is further evidence that the President's
economic policies are working.
However, we recognize that it will be difficult
to sustain this low rate of increase in the
months ahead.

ME

April 1, 1976

WHOLESALE PRICE INDEX
FOR MARCH

SUBJECT:

The wholesale price index climbed 0.2% in March, following
a 0.5% decline in February.

GUIDANCE:

This demonstrates the fifth consecutive month
of stability in the WPI, and shows the continuing progress of the economy. However,
this slight increase should not be interpreted
as a sign that our battle against inflation
is over, as the percentage is being held down
in large part by volatile food and fuel prices.

ME

April 1, 1976

WHOLESALE PRICE INDEX
FOR MARCH

SUBJECT:

The wholesale price index climbed 0.2% in March, following
a 0.5% decline in February.

GUIDANCE:

Thi

demonstrates the fifth consecutive month
stability in the WPI, and shows the continuing progress of the economy. However,
this slight increase should not be interpreted
as a sign that our battle against inflation
is over, as the percentage is being held down
in large part by volatile food and fuel prices.
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ME

April 12, 1976

WALTER HELLER ON
ECONOMIC RECOVERY

SUBJECT:

Yesterday on "Meet the Press," Walter Heller said that
after the election in November, the economy will drop
"with a sickening thud" until Congress revises the President's budget.
(He also stated that the President should
have exercised agressive leadership and labeled the
Teamsters' agreement as inflationary, and he denied that
Kennedy and Johnson expansionist programs had caused this
recession.
What is your reaction to the Heller assessment of the
economy?
GUIDANCE: The Administration simply disagrees with Heller's
gloomy prediciton. The difference between his
assessment and the Administration's is that we
are convinced that private demand is strong and
getting strcr.ger, that business fixed investment
is on the increase, and that the strengti.1 .;_u
consumption will continue as savings ratios decline.
The President's economic advisors are convinced
that a strong recovery will continue into 1977,
and I think I should point out that so far their
predictions on private demand, etc., have been
correct. They believe, and the President agrees,
that less fiscal stimulation is the best thing
to encourage private investment and economic
strengthening.

ME

I

August 12, 1976

WHOLESALE PRICE INDEX
FOR JULY

SUBJECT:

The wholesale price index for July was . 3%, following
increases of . 4% in June, and • 3% in May (April was
• 8%).
What is the President's reaction to the wholesale
price index?

We are pleased with
GUIDANCE:
the continued moderate rate of increase in the
wholesale price index, which works out to an
annual rate of less than 4%.
We are somewhat concerned over the • 7% increase
in industrial prices, but we have no evidence as yet
of any underlying price acceleration.
(Note to RN: The industrial commodities figure
reflects large increases in petroleum products,
but petroleum figures are actually a month delayed.)

ME

April 19, 1976

SUBJECT:

GROSS NATIONAL PRODUCT
FOR FIRST QUARTER

In the first quarter of 1976, the gross national product rose
at an annualized rate of 7. 5o/o, compared to the 5o/o gro'Wth
rate of the previous quarter. The inflation rate during the
first quarter was determined to be 3. 7o/o.

GUIDANCE:
We are gratified that the recovery
is continuing in a solid way and we are particularly pleased
at the continued diminution in the rate of inflation.
I

Does this mean that you will be revising the Administration's
assumptions on ~he GNP?

As for real growth and inflation, the first quarter rate is
greater than anticipated but is mainly attributable to increastd
inventor~r investment rather than consumption of goods and
services. It is not yet clear what revisions will be required
in the GNP, if any.

ME

April 19, 1976

SUBJECT:

GROSS NATIONAL PRODUCT
FOR FIRST QUARTER

In the first quarter of 1976, . the gross nati. onal product rose
at an annualized rate of 7. 5o/a, compared to the 5o/a growth
rate of the previous quarter. The inflation rate during the
first quarter was determined to be 3. 7o/o.

GUIDANCE:
We are gratified that the recovery
is continuing in a solid way and we are particularly pleased
at the continued diminution in the rate of inflation.
Does this mean that you ·will be revising the Administr~t~~:O..~~
as:=:umptions on the GNP?

As for real growth and inflation, the first quarter rate is
greater than anticipated but is mainly attributable to increased
inventory investment rather than consumption of goods and
services. It is not yet clear what revisions will be required
in the GNP, if any.

ME

Ap~il.

SUBJECT:

21, 1976

CONSUMER PRICE INDEX
FOR MARCH

In March the Consumer Price Index rose by 0.2%, following
a rise of 0.1% in February. This means an annualized
CPI rate of 2.9% for the first quarter of 1976, the
smallest quarterly increase since'the second quarter of
1972. The 2.9% compares to an average quarterly increase
of 7% in 1975. Both food and gasoline prices dropped
considerably in March.
What is the President's reaction to the CPI figures for
March?
GUIDANCE: Once again, this is excellent news, and the
President welcomes it.
It is further evidence
that trre President's economic policies are
working.
However, ~s we hav~ 2aid previously, we r2c~;
nize that this low rate of increase will be
difficult to sustain in the upcoming months.

ME

.~·.,..
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Comment on the Economic Situation
January-May, 1975

AFL-CIO

Everything points downward •.. to\vard a depression;" George
Meany said at a news conference.
11

" In the face of this dangerously deteriorating situation, ri the
AFL-CIO council said, "the Administration has proposed a cor.p.plicated
package of income tax reductions, more than offset by energy- related
tax and price increases. On balance, this package is a formula for rnore
unemployment, extended recession and prolonged inflation."
NewYork Times 2/21/75

AFL-CIO President George Meany already has written off President
Ford's economic program as "peanuts for the poor."
A plan proposed by the Democratic congressional leaders has been
discounted as "fuzzy" and nothing more than 11 political propaganda. 11
Mr. Ford's program would not, in my book, expand purchasing
power by one penny, 11 Meany said.
11

It looks very much like a recycling of consumer dollars by raising
the cost of vital essentials with a promise we will get some or all of this
additional expense back, in the form of reduced taxes. 11
11

" Th.e cast of characters has not changed," Meany said. 11 Arthur
Burns is still there, unrepentant and secure in his ivory tower at the
Federal reserve. Alan Greenspan is there representing the philosophy
of economic Darwinism, you know- the survival of the richest."
Los Angeles Times .1/22/75

AFL-CIO action program to put America back to work:

..
America is in an economic emergency. The recession, which
began more than a year ago, is already the most prolonged and the
deepest since the 1930's. There is no end in sight. 11
11

The country is on. the brink of depression. Immediate., m::tssive,
emergency measures are required to turn the economy from the edge
of disaster. 11
11

'' Without this ernergen cy_ act~ ~e_!EP}.qy_menLwill fe _ed__9JL .
unempl~rr:t-~I\t•. Produc_tion_CU:~!>acks will spread further. The threat

"oT\Vlde"spread bankruptcies of b~~~es ~_.:::__s~~~_:l__ba~k~ w~~l-~~<:o_~.:!-red.llty."

---------------------

..

----.

To spare the American people the misery of a depression and to
turn the economy around and provide jobs for American workers.- the
AFL-CIO General Board urges the following and immediate actions by
the Congress and the President:
11

~-

--_,..

..
. -" .A.nJrnmE1P:iat~ ta~ cut of ~~least $20 pi.llion.
primarily for the low and middle income taxpayers. 11

...•.

Immediate government measures to reduce
America's dependence on imported oil and establishment of a fair and
equitable system of allocation and rationing. 11
11

" Immediate reduction of interest rates and allocation of credit
for high priority social and economic activities."
Immediate., massive federal efforts to create jobs for the u....>"J.employed. ''
11

II

Immediate action tO protect existing jobs from unfair COmpetition.

"Immediate government assistance to the unemployed to minimize
their hardships. 11
AFL-CIO News

1/25/75

Lane Kirkland's remarks to the AFL-CIO General Board meeting,
January 23, 1975:
The recession is deepening, dragging down production, dest!'oying
public confidence in the government's ability to manage the economy ••• "
11

" President Ford's most recent economic proposals, outlined in

II

-·-------more···~

his State of the Union message, would mean more inflation,
----------~,--~------~
recession and more unemployment."

·-----------·-

~

-~·---

AFL-CIO News 2/1/75

George Meany, citing worsening unemployment, said today that
he now thought a tax cut of $30 billion- $10 billion more than the AFLCIO proposed last month- \vas necessary to stimulate the economy •.•
As a result of the continuing high rate of joblessness in recent
months, Mr. Meany said, 11 Unemployment is now feeding on unemployment.
New York Times 2/18/75

11

George Meany said today that a 1 Oo/o unemployment rate by July
is inevitable 1 11 • • •

Meany said that labor's original call for a $20 billion tax cut was
now inadequate 11 given the enormity of our dilenllna.."
---<'--~~

I'm very pessimistic about the whole situation, 11 Meany said. 11 We
are getting to the point now where unemployment is feeding on unemploy· ment and we could go into the same vicious circle that \Ve had in the days
of the Great Depression. 11
11

Such a circle, 11 Meany said, '~might even result in a breakdovm
of society and a sharp jump in crime. 11
11

New York Daily News

2/18/75

The AFL-CIO said today tJ:e recession is not nearing botton1., as·
the Ford administration maintains, but instead has begun 11 feeding on
itself'' and is plunging deeper.
Washington Post 2/21/75

-·-····-···'
11

AFL -CIO' s Executive Cot.mcil expressed an opposite view.
T!le
bottom has not yet been reached, " the council said in a resolution. 11 There

11

MEMBERS OF THE CONGRESS

SENATOR HUBERT H. HUMPHREY

" ••. on the basis of the evidence presented so far,
the President appears to have chosen the least
desirable set of alternatives. The President's
plan would add to our inflation and deepen the
recession with no assurance of substantially
reducing energy consumption.
• •• I can't believe the President and his advisors really
thought through what this energy plan will do
to consumers and the economy. 11
The Congressional Record
January 23, 1975; Pp. 5794-96

"· •. if the Democrats are blocking his program it

is a great public service because the President's
program, I believe most respectfully, is ill-conceived; it is inadequate and I think it is inequitable.
I think it would add to inflation. I believe it would
expand recession and it surely would increase
unemployment ••• "

"Unless we take some very concrete and effective
action, and very quickly, within the next 60 to 90
days, I think we would be approaching what you
would call the dimensions of a depression .•• 11

" ••. I think that unless the Administration gets
with it, unless it begins to understand
we
11
will go into a depression.

the President's program will lead this country
into further recession, increased inflation, and
rising more unemployment. 11

11 • • •

_,

''· .• we have a recession which can approach the
dimensions of a depression unless ·we watch out ...

n

The Congressional Record
''Meet the Press"
February J.6.,, 1975; Pp. H983 -85

Senator Hubert H. Humphrey said the nation's main
concern should not be inflation but "putting more than
10 million" unemployed back to work.
The Washington Post
May '9, 1975

SENATOR HENRY M. JACKSON

Senator Jackson told an audience o . o at the Washington
Press Club that President Ford was not "attuned to
the hardest problems facing this country, and they
11
are in the fields of energy and the economy.
In the
Ford White House, he said, "ThP.re 1 s no one in
charge of the store" on these issues.

Mr. Jackson described Mr. Ford as "an honest,
honorable man, a decent man" -...vho had failed on
economic issue. o."
The Ne-...v York Times
February 8, 1975

~.-
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CONGRESSMAN ROMANO L. MAZZOLI

''Overall, the Ford plan is not coordinated.
r:: is not so much a program, but a collection
of proposals. 11
The Congressional Record
January 23, 1975; Pp. El42

SENATOR EDMUND S. MUSKIE

••• said that the Administration ought to worry
about the dangers of doing too little to stimulate
the economy and reduce unemployment.
The New York Times
March 13, 1975

CONGRESSMAN CARL D. PERKINS

'' ••. the President made it all too clear that
decisive and resourceful leadership will not
be forthcoming from the executive branch to
solve problems of soaring unemployment,
runaway prices, and energy dependence.
The 94th Congress thus becomes the country's
last and only hope. No one else is going to do
the job."
The Cong :-es sional Record
January 23, 1975; Pp. H248

."":

.:-,

. .

CONGRESSMAN MORRIS I<:. UDALL

"
(The President 1 s) grand design is a design
for failure, one which would yield growing unemployment, deepening recession, and a selfinf.i.icted inflation of staggering proportions.
His proposals would bring chaos in the short
run and, I fear, collapse in the long run. 11
The Congressional Record
January 23, 1975; Pp. Ell9-20

ECONOMISTS

ALBERT H. COX, JR.

nFord is going to kick the economy in the teeth, 11
said chief economist Albert H. Cox, Jr. of Lionel D. Edie &: Co. Inflation and interest rates are
already on the way down, said Cox. But if fresh
money is pumped into the economy by a tax cut,
Cox fears 11 a resurgence of inflation, another
boom -bust cycle to come in late 1976 and 1977. 11
Newsweek
January27, 1975;Pp. 23

WALTER FACKLER

'V{e 1 re going to cut our own throats, rr says economist
\Valter Fackler of the University of Chicago. "'.Ve 1 re
going to be in a terrible pickle on inflation in 1976. 11

1

Ne'\VSweek
February 24, 1975; Pp. 65

PIERRE RINFRET

Pi>erre Rinfret says the White House approach
amounts to "benign neglect -- there is no program, and it has been done on purpose. Greenspan wants to let the economy take a deep bath
to correct inflation. 11 Finfret himself would do
little more, apart from providing more generous
unemployment benefits, but he concludes: 11 1
call it the year of the cave. It 1 s a time to hide
and try to survive, to protect your capital. 11
Newsweek
February 24, 1975; Pp. 65

ANDREW F. BRIMMER

Former Federal Reserve Board Governor Andrew
F. Brimmer yesterday predicted that the recession
would deepen beyond administration expectations,
and called on the Fed to push the nation's banks
into a more liberal lending policy.
Brirnmer said that the deteriorating economic
situation would result in average rates of unemployment of 9. 3 percent this year, 8. 9 percent in 1976 and 7. 3 percent in 1977.
He told a reporter later that the jobless peak this
year probably would be around 9. 7 percent.
The Washington Post
April 19, 1975;

May 6, 1976

SUBJECT:

WHOLESALE PRICE INDEX FOR APRIL

The wholesale price index increased by .8% for the
month of April, the largest increase in the WPI in
six months. The primary factors in the increase
were the increased prices for farm products and processed foods.
GUIDANCE:

The .8% increase is largely attributable to sharp increases in farm
products and processed foods.
Industrial price increases were moderate.
Data on farm products and processed
foods subsequent to the pricing deadline for the April index indicate no
continuation of the rise.
The April figures in themselves are
not a particular cause for concern.
As ~c had indic~ted ea=lier, it was
un~c~l~~~~c Lo expecc the excepL~unal
price data of the last few months to
continue. Early expectations of the
May figures are for an improvement.
For further questions, ask the
technicic:.ns.

LI-.

SUBJECT:

PH ICE
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ME

June 22, 1976

SUBJECT:

CONSUMER PRICE INDEX
FOR MAY

The CPI increased by .6% in May, up very slightly from .4%
in April.
The higher rate of increase was due mostly to food (which
increased by 1%, seasonally adjusted), although gasoline and
apparel prices contributed as well.

GUIDANCE:

Although we expected an acceleration in the CPI
last month, the increase is somewhat larger than
expected.
Nonetheless, these increases the last two months
(.7% and .6%) after practically no increases
earlier in the year do not represent significant
departures from the forecast of less than 6%
annual CPI change for the'whole calendar ye~r.

ME

July 9, 1976

SUBJECT:

WHOLESALE PRICE INDEX
FOR JUNE

The wholesale price index increased by • 4% for the
month of June, following an increase of . 3% in May,
and . 8% in April. Industrial commodities were up
• 5%, the largest increase in 6 months.

GUIDANCE:
There is nothing especially
significant in this month's index. (The increase is
practically the same as last month's.) Industrial
commodities are a shade higher than we would like
to see, but they are not at this time an area of concern.

Annualized rate of inc. for wholesale prices /2nd qtr. -II
II
II
II
1st II

+ 6. 6%
-.1,8%

COUNCIL OF ECONOMIC ADVISERS
WASHINGTON

July 20, 1976
ALAN GREENSPAN, CHAIRMAN
PAUL W. MAcAVOY
BURTON G. MALKIEL

MEMORANDUM FOR RONALD NESSEN
Subject:

Consumer Price Index

Seasonally adjusted, the Consumer Price Index
increased 0.5 percent from May to June. Large increases in energy prices contributed to the rise while
the increase in food prices moderated substantially
from that of the last two months.
The increase was about as expected and confirms our view that the underlying inflation rate
in the economy is between 5-1/2 and 6 percent.

~~

Burton G. Malkiel

July 27, 1976
FY 76 BUDGET DEFICIT

SUBJECT:

Yesterday OMB and Treasury released their "final version" of
the FY 76 budget figures, and stated that the deficit appears
to be $65.6 billion, $4.0 billion less than the Mid-Session
review estimate, and $10.4 billion less that the January
1976 budget estimate.
What is the reason for the wide disparity in the anticipated
budget deficLL in January and the deficit as released yesterday? Doesn't this raise question of budget-padding and similar
practices that were feared to be occuring last winter?
GUIDANCE: The deficit for FY 76 does appear to be significantly
lower than was origionally forecast; we are not totally sure of all the reasons why and how this has
occured.

r

I

Part of the reason, certainly, has to do with the
change in fiscal years, which provides that funds
appropriated for FY 76 can be carried through the
end of the transition quarter; that is, until October
1. Another reason is that the cost on interest is
lower than we had anticipated.
In any case, OMB will be looking into the discrepancy
in the next few weeks, and it will be awhile before
we know all the reasons for this occurence. Federal
Budget calculating is obviously a complicated and
technical task, and whatever the combination of
reasons, they have nothing to do with so-called
"padding."

ME

8/12/76
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It seems to me that there are severs.l parts to your
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(1) Although inflation is still high it is a far cry
from the fevered 12 percent or so rates of t\·70 years ago.
Actt::.ally, we have been quite pleased Y.lith the performance
of the price indexes of late.

In July wholesale prices

rose by only 0.3 percent seasonally adjusted.

Recent

developments are quite in line with our expectations of a
5-6 percent increase in prices this year.
(2)

Several factors sugg·est that the g::::-ound\vork for

a further reduction in inflation has been laid - if we follow
prudent and sensible fiscal and monetary policies in the
years ahead.

Bumper harvests will tend to moderate food

nrice increases in the next year or so.
:.hough still rising are not likely to

Energy prices,

s~oot

\·Iildly upv.-rard.

\'-7age settle:nents, with an exception or t\-70, have beer:
I::.

such a

situa.tio:~

c::.C.herence to

S0Jr.d

prudent fiscal policy would not only prevent.the

aLa.

-2of =-.nflut.ior:. hu.t
·-' r;
_,__,_,,_

-_.... ..._
.._ ,'":). :-

-·

j_ ... _

-

rc~c~ tl2 (~C.

cr so.

(3) Inflation, once

u~~er~~v ca~ no~ ~e ~rousht

?he
.~ich

~ore

grc~~

diffic~lties

.
we are just now emerg:;_ng
:=ro:n,
important to adhere to policies which will prevent

ZERO BASED BUDGETING
Q. Jimmy Carter has said he will introduce Zero Based

Budgeting into the Federal Government, if elected.
What do you think of the idea?
A. I certainly support the purpose behind bills such as
Zero Based Budgeting and the Sunset Laws: reform and
greater efficiency in government.
One of my major goals as President has been to make the
federal government more responsive, less expensive,
less burdens~e. and more understandable to the average
citizen.
That
will continue to be a major goal, if I am elected
in
November.
I have proposed to Congress an "Agenda for Government
Reform Act", which provides for a disciplined and
mandatory approach to reviewing governmental activities.
I believe it is a sound proposal to force Congress
to
examine manyuprograms which should, perhaps, be
discontinued.
I hope Congress will act quickly on it.
As you doubtless know, we already have done a good deal
of zero based budgeting - and produced a lot of good
new programs. But the Democratic Congress has done
nothing with the ideas. For instance, the Child Nutrition
Block
Plan, and the many reductions proposed in the
budget Grant
itself.
But although I support the concept, I can't say I support
the bills to implement it which I have seen so far.
They would merely create a mountain. of paperwork rather
than give us the results we all want.

JBS/OMB/8-12-76

September 2, 1976

SUBJECT:

WHOLESALE PRICE INDEX
FOR A UGUS'J!"

The WPI in August was down .1%, following modest
increases in June (. 4%) and July (. 3%). The decrease
was due to a 2. 9% decline in food prices.

What is the President's reaction to the decline in the
wholesale price index?

GUIDANCE:
Overall, we are obviously
pleased with the continued moderation in the wholesale
price index. We are particularly pleased to note that
the year-over- year (August to August) increase has now
fallen to 4. O%.
The industrial price increase does, as it did last month,
cause us so-rna concern, but the seasonally adjusted rate
of increase over the past six months, at 5. 3%, remains
within the bounds of our forecast.
We still do not believe
it is an indication of any acceleration of inflationary forces.
Still, we must not become complacent.

ME

September 21 , 1976

SUBJECT:

CONSUMER PRICE INDEX

SITUATION: The Consumer Price Index rose .5 of a percent
during August for the third month in a row.

QUESTION:

What comment do you have on this increase?
Does the increase mean you are unsuccessful
in fighting inflation?

GUIDANCE: Consumer prices continue to grow at an annual
rate of approximately six percent, in line with
administration forecasts. While we are encouraged
that the previous concern of an acceleration have
so far proved unfounded, it is essential that we
continue to work for still lower rates of inflation.

JBS

CONSUMER PRICE INDEX

(

1976

1975

1974

January

+0.4%

+0.6%

+1.0%

February

+0.1%

+0.6%

+1.3%

March

+0.2%

+0.3%

+1.1%

April

+0.4%

+0.6%

+0.6%

May

+0.6%

+0.4%

+1.1%

+0.6%

June

+0.5%

+0.8%

+1.0%

+0.6%

+0.5%

+1.2%

+0.8%

+0.2%

+0.5%

+0.2%

+1.3%

+1.9%

September

+0.5%

+1.2%

+0.3%

October

+0.7%

+0.9%

+0.8%

November

+0.7%

+0.9%

+0.8%

December

+0.5%

+0.7%

+0.5%

July
August

(

1973

Octobe~

SUBJECT:

12, 1976

$16 BILLION UNSPENT FUNDS

SITUATION: The New Yo~k T~mes ~epo~ted this mo~ning that
"The Gove~nment has found ~tself unable to spend money this
yea~ as ~apidly as it had
lanned, and many economists a~e
beginning to think that th s 'sho~tfall' in Fede~al spending
is one of the main ~easons why the economic ~ecove~y shows
signs of weakening. The Go e~nment's own expe~ts do not
unde~stand why spending is so fa~ below what was expected."

GUIDANCE: Paul O'Neill, wh does know why spending is below
expectat1ons, says this is an int~icate and complicated
subject beyond the compete ce of anyone but an expe~t to
explain. He suggests two c u~ses:
1. Say that a p~ope~ explanation ~equi~es a knowledge of
mac~o and mic~o e onomic analysis, and of how spending
wo~ks in the gove nment, among othe~ things. If the
~epo~ters ~eally
ant to know what the situation is,
we will hold a br'efing with O'Neill and othe~s to
explain fully the situation. The briefing may take
about fou~ hou~s.

2. But in the inter' we can give a political answer:
a. This report i dicates whe~e Ca~te~'s economic
adviso~s real y stand. They want mo~e spending
at whatever c st, as they have p~oved in the past.
(In 1968 Okum and Schultz p~omised a balanced
budget. They roduced a $25 Billion deficit.)
b. If these advi o~s we~e ~eally inte~ested in
st~engthening the economy, whe~e we~e they when
President Fo~ was t~ying to get Cong~ess to cut
the g~owth of Fede~al spending and cut taxes.

JBS

October 19, 1976

ECONOMIC INDICATORS

SUBJECT:
SITUATION:

The consumer price index rose .4% during
September, it was announced today.

GUIDANCE:

Alan Greenspan suggests you say we are
pleased with the fu~evidence of a
reduction in inflation - September being
the lowest rate since April. We are
particularly pleased with the slowing of
the· rate of inflation in the commodity
and service sector.
If asked:

Real income declined.

SITUATION:

Another report issued today showed that
real spending weekly earnings are down
.5%. This statistic, of course, was
published earlier this month.

GUIDANCE:

If you are asked about this, Alan Greenspan
suggests you say this is wholly a result of
the decline in average weekly hours. We
expect real earnings to be growing through
the rest of this year and next.
Weekly hours have declined because average
hours have been fluctuating through the
year. This is not a reliable indicator and
Alan suggests you stay away from it.

