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861H CONGRESS SENATE { REpORT
2d Session No. ——

JOINT ECONOMIC COMMITTEE REPORT ON THE
JANUARY 1960 ECONOMIC REPORT OF THE PRESIDENT

Ferrvary —, 1960.—Ordered to be printed

Mr. Dovaras, from the Joint Economic Committee, submitted the
following

REPORT
together with

. MINORITY AND OTHER VIEWS
[Pursuant to sec. 5(a) of Public Law, 304, 79th Cong.]
INTRODUCTION

This committee belicves that the existing and potential skills of the
American people and the Nation’s natural resources, productive facili-
ties, and technological development can provide both for the military
defense which is necessary to national security and for the growing
needs of the economy. The needs for growth in the private sector
of the economy and the public responsibility for defense, schools,
health, resource development, slum clearance, and other public serv-
ices can be met.

They can be met within the existing framework of our free political
and economic system and csll for no fundamental changes in our
system. They do call, however, for greater effort and dedication to
these goals if they are to be achieved.

We believe that the economy can grow at a faster rate than in the
past, that relatively full employment can be brought about and majin-
tained, and that this can be done with & stable price level. These
ends cannot be met without effort. We must follow correct policies
and be willing to do the right things to gain them.

The committee’s extensive studies of employment, growth, and
price levels, which were recently complefed, indicate in specific terms
where public and private efforts have fallen short, what our potential
18, and the things that need to be done to close the gap between our
performance and the economy’s potential. It is not our purpose here
to repeat the specific details of the studies. An important conclusion
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2 1960 JOINT ECONOMIC REPORT

of those studies is: With the necessary will and resolution this Nation
need not fear either for its military security or for its economic well-
being due to any fundamental deficiency in its present or potential
productive capacity.

It is not a question of whether these things can be done. It is a
question of whether we will organize our people, resources, and insti-
tutions to do them.

THE PRESIDENT S BUDGET AND ECONOMIC REFORT

The programs outlined in the President’s budget and Economic
Report will not achieve the objectives of the Employment Act in 1960.
Moreover, they do not call for the actions which, as a result of its
studies, this committee believes are necessary to raise the rate of eco-
nomic¢ growth while achieving a high and steady rate of employment
and a stable price level. The publie responsibilities for schools, slum
clearance, resource development, the elimination of depressed areas,
and other functions Whicll: are among the major keys to economic
growth are either starved for funds or their programs are limited in
scope.

Furthermore, while this committee cannot pass on whether the spe-
cific parts of the defense budget are adequate for our military needs,
there is a considerable body of expert and ronpartisan opinion which
believes that much more must be done in the ficlds of missiles, space,
and ecombat strength if we are not to jeopardize our security and our
defense. If more needs to be done, we are confident that it can be
(fiolll‘.le Wéthout endangering our economy, if the proper policies are

ollowed.

SUMMARY OF NEEDED PROGRAMS FOR GROWTH, MAXIMUM EMPLOYMENT,
AND STABLE PRICES

The conclusions arrived at as a result of the committee’s recent
investigation of the economy were:

(1) '%he slow rate of growth in the economy in the recent past has
been caused in large part by public policies which created instability
in the economy and brought too frequent recessions.

To meect this problem there must be both fiscal and monetary
reforms. The Government must act more quickly and more promptly
to offset declincs, especially through tax policy. The automatic fiscal
stabilizers must be improved, especially unemployment compensation.

(2) In the interests of a higher rate of economic growth, we must
place greater reliance on fiscal policy. This includes larger budget
surpluses in prosperous periods than we have had, a tax structure
which is both more equitable and which will promote a faster degree
of growth, and a reordering of the priorities in Federal expenditure
programs to promote those programs which stimulate growth and to
cut back or eliminate those programs or subsidies which support
inefficiency in the economy.
© {3) We need a less restrictive monetary policy within the frame-
work of a more effective fiscal policy. Specifically, the money supply
should grow in line with the growth in output. Interest rates could
then be lower and would support a more adequate rate of growth and
investment without inflation. With a more effective fiseal policy,
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1960 JOINT ECONOMIC REPORT 3

monetary policy would be more effective in stabilizing the economy
than it has been in recent periods.

In recent times the administration has relied heavily upon the
monctary authorities to carry out stabilization policy which should
properly be the concern not only of the monetary authorities but of
the Government as a whole. In turn, the monetary authorities have
limited their actions almost exclusively to only one aspect of the
problem, i.e., stabilizing the price levels, while they have largely
ignored the problems of economie growth and excessive unemployment.

(4) The problem of market power must be attacked. This is the
ahility of some to set prices without relationship to the demand for
their goods or services because of their monopoly or semimonopoly
position. Various private and Government devices which protect
the ability of these groups to exercise market power should be reduced
or eliminated. Basically, there must be & more effective antitrust
policy. In addition, tarfls should continue to be lowered in order to
provide more competition; the continued lowering of tariffs should be
accompanied by vigorous bargaining on specific items to achieve in
greater degree the objective 0% reciprocity. This would improve the
atructure of the cconomy,

(5) Both private and Government groups must emphasize growth
producing policies and programs. This means especially improving
the skills and education of cur people through Federal aid to edueca-
tion without Federal control; the creation of greater economic oppor-
tunity for all of our people, especially the unskilled, women, the
aged, and minority groups whose talents are not now used to the full
and whose potential abilities and productivity are wasted; improving
the heaith of our people through both private and public programs;
placing major emphasis on research, including basic research; and
better programs of unemployment compensation, retraining, and the
reduction of friectional and technological unemployment through
appropriate means.

THE PRESIDENT'S BUDGET AND ECONOMIC REFORT AND THE NATION'S
NEEDS

We do not see in the budget for fiscal 1961 and the President’s
Economic Report for 1960 any fundamental changes in the directions
which we think are necessary. By and large they are a status quo
budget and report. Comprehensive programs to promote improve-
ments in the skills of our people—schools, health, and retraining—
are not adequately emphasized.

The Economic Report does not recognize the basic changes which
must be made in our antitrust program if the sources of market power
are 10 be dealt with. We say this even though the specific recom-
mendations for the antitrust program are good in general.

Monetary policy for the current and coming years is not discussed
in any constructive way.

There is no reordering of the priorities in this budget over past
ones, either for new programs which are needed or for old programs
which are wasteful.

The major tax loopholes are not mentioned and there are no recom-
mendations concerning them, although some relatively minor changes
are proposed.
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4 1960 JOINT ECONOMIC REPORT

The public policies required for economic stability in 1960 are not
adequately dealt with.

T(Le Economic Report does contain a large number of proposals
which, while appropriate subjects for consideration by the legislative
committees of the Congress, are not of sufficient Importance in the
context of the broad purposes of the Employment Act to warrant
filling the pages of the Eeonomic Report year in and year out with
their detailed enumeration.

The President’s Economic Report endorses in general terms pro-
grams such as school aid or aid? to depressed areas which are im-
portant for the Nation’s long-run growth, But the specific legisla-
tion proposed by the President to carry out these objectives would build
almost no schools or give little aid to those who need it. Each prob-
lem is broken down into & series of minute recommendations which
give the appearance of support and action but which when added
together provide no effective program.
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Econoumic OurLook For 1960
GENBRAL OUTLOOK

As in the past several years, the President’s Economic Report avoids
any clear-cut statements in quantitative terms of the levels of em-
ployment, production, and of prices In general which are likely to
prevail in 1960. In the budget message, however, the President
explicitly assumes & gross national product of $510 billion for calendar
1960. Corporate profits of $51 billion and personal income of $402
billion in 1960 were estimated by the Secretary of the Treasury in
his press conference when the budget was released. These estimates
are 1n terms of the level of prices which prevailed in the middle of the
last quarter of 1959 and assums little, if any, general price increases
beyond those already realized by the end of 1959.

On the basis of the information provided in the budget and in the
Secretary of the Treasury’s press conference, and by the expert
witnesses appearing before the committee during its hearings on the
President’s report, the highlights of the economic outlock are—

A. The gross national product in current prices is likely to be
at least equal to the $510 billion which is estimated by the Presi-
dent in the budget and may be slightly higher.

B. Corporate profits of $51 bi%]ion and personal income of
$402 billion, as estimated by the Secretary of the Treasury, are
in line with this estimate of the gross national product.

C. Price increases, as measured by the implicit deflators for
the grosz national product, will be limited and will probably
account for not more than roughly 1 percent of the increase in
gross national product from 1959 to 1960.

D. An expected $510 hillion gross national product for 1960
would be $20 billion to $30 billion below the economy’s potential
ou]t;_‘put, based upon a 4 percent rate of unemployment. )

. A gross national product less than the economy’s potential
implies either that—

1. the increase in the labor force will be less than usual,
or hours of work may be shorter, or

2. productivity increases will be less than those which
might be achieved if the economy were operating at a higher
level, or

3. unemployment will average close to 5 percent for the
year 1960 as a whole and might average as much as 44
percent or more, seasonally adjusted, even during the fourth
quarter of 1960.

H. Since the economy at the beginning of 1960 was so far from
full employment, achieving the potential output for the year 1960
a8 a whole would require a more rapid inerease in production and
employment than would be consistent with stability in the
general level of prices. Nevertheless, it is possible to aceelerate
the expansion 0? economic activity, without inflationary conse-
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6 1960 JOINT ECONOMIC REFORT

quences, in order to approach maximum employment and output
more nearly by the end of the year.

EMPLOYMENT AND OUTPUT

The outstanding fact which emerges from this analysis of the
Nation’s economic prospects in 1960 is that unemployment is generally
Cﬁ(pected to continue at a high rate compared to prosperous years in
the past.

Unemployment has averaged 4.9 pereent or more of the labor foree
in each month since November 1957. For 1858 as a whole, unemploy-
ment averaged 6.8 percent. In 1959, a year characterized by the
President as onc of rapid eeonemic advance, unemployment averaged
5.5 pereent. This iz virtually the same unemployment rate as that
expericnced during the recession year 1954 when unemployment
averaged 5.6 percent. It appears, therefore, that under the policies
now heing pursued, the rate of unemployment is higher both in good
periods and in recession periods than it had been previously in com-
parable postwar years.

To the extent that the programs proposed by the President are
consistent with the estimate of a $510 billion gross national product
for the year, they will not meet the objective of providing the condi-
tions in which full recovery in employment and output can be
attained.

The persistent failure to achieve maximum employment and pro-
duction deprives the private sectors of the economy of a major impetus
for investment in expanding and improving our production facilities,

Moreover, by failing to use the labor force and production facilities
as fully as is possible without promoting inflationary price develop-
ments, the Nation will be sacrificing output which could eontribute in
important ways to discharging the public responsibilities we face.

When unemaployment is as high as it has been for a period of 27
months and when production facilities are used at rates which are
gignificantly below their maximum efficiency, there is simply no merit
in the contention that we cannot afford the programs needed to make
the United States militarily supreme and to provide the education,
research and development activities, improvements in health stand-
ards, elimination of poverty and low productivity in depressed areas,
elimmation of city blight, and the many other advances upon which
vising living standards in the United States depend.

PRICE STABILITY

Another important conclusion which emerges from a review of the
econoinic outlook for 1960 is that the stability in the general level of
prices which prevailed during 1958 and in 1959 will continue in 1960.
All of us welcome this prospect of a continuation of a stable price
level. We must, however, be concerned about the undue emphasis
on fighting inflation which continues to dominate the administration’s
policies and those of the monetary authorities.

We do not suggest that public policy should disregard the possi-
bility that inflationary pressures will arise. But the primary emphasis
in publie policy at this time should be on promptly achieving the full
use of the labor force and of our production facilities and on laying
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1960 JOINT ECONOMIC REPORT 7

the basis for a higher rate of economic growth over the long run.
This emphasis is not found in the policies of the administration and
of the Federal Reserve, who appear to be focusing primarily on the
fight against inflation despite the fact that the price level has been
remarkably stable for many months past. The Wholesale Price
Index, for example, in December 1959 was at exactly the same level
as in January 1858; in the same 2 years, the Consuimer Price Index
increased by only 1.3 percent annually. Either the built-in upward
bias of the index, because of its failure to account for improvements
in quality, or the normal statistical margin of error, could account for
this modest increase.

The administration’s fight on inflation resumed in November of
1958 after a year of stable prices and continued during a period of
stable prices. The resuli is an unemployment rate higher than it
need have been or shovld have been under the terms of the Employ-
ment Act.

This stability in the price level and the absence of any noticeable
inflationary thrust in the economy today has been noted repeatedly.
The prospect for continuing priee level stability was affirmed by the
consensus of the expert witnesses testifving before the committes
during its hearings on the President’s Economic Report.
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Poucies To AcHieveE THE EMprLoyMENT AcT OBJIECTIVES 1IN 1960

If the demands which arise from our defense needs and other public
respensibilities to promote progress in the American economy are to
be met adequately, more vigorous programs than those set forth by
the President will be req]Lllired in 1960. Important changes are needed
in the areas of fiscal poliey, monetary policy and debt management,
and the policies affecting the structure of the American economy.

In summary, to achieve our shortrun stabilization objectives of
maximum employment and production, and stability in the general
price level, we need Federal policies which will encourage a somewhat
more rapid expansion of total demand than now seems likely. In the
interest of promoting economic growth, easier monetary and credit
conditions are needed than those that appear to be in prospeet at
this time. In addition, we should begin now to make major advances
in inereasing the productivity and improving the mobility of thelabor
force and in improving the structure of the economy.

FISCAL POLICY: THE 1961 BUDGET

The President’s budget for fiscal 1961 envisages a surplus of $4.2
billion, based in part on a $554 million increase in postal revenues
from inereasing, in the main, first-class postal rates, The surplus also
assumes that outlays for agriculture under the present programs will be
$5.6 billion, about $500 million more than is currently estimsated for
fiscal 1960, but $900 million less than in fiscal 1959. (It is also pro-
posed to increase the excise on gasoline by ¥ cent and to put back mto
the general fund certain excise receipts diverted to the highway trust
funrf These actions would not affect the conventional budget results
for fiscal 1961.) If a more realistic estimate of the cost of the present
farm program is used and if the proposed postal rate increase does not
pass, the surplus at the estimated levels of income will amount to
about $3 billion instead of $4.2 billion.

The $4.2 billion surplus which the President gave as his estimate
would result from an automatic $5.4 billion increase in Tevenues
accompanying the rising levels of income, while he expected that
Federal expenditures would be about $1.4 billion above those for the
present fiscal year. The revenue estimates are based on an extension
of the present corporation income tax and excise tax rates. We recom-
mend that these rate extensions be enacted, though possibly with
some revisions.

The proposed surplus, when translated into terms of Federal
Government payments to and receipts from the public, amounts to a
little more than $2 billion in calendar 1960, or about one-half of 1
percent of expected gross national product. For fiscal 1961, the
estimated cash surplus is $5.9 billion, slightly more than 1 percent of
the likely gross national product for the fiscal year. These are low
ratios of surplus to the gross national product by postwar standards.

9
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10 1960 JOINT ECONGMIC REPORT

Since the levels of income upon which these budget estimates are
based are less than full employment levels, it is perhaps just as well,
assuming the President’s }Jrograms were to be accepted, that no larger
surplus be achieved, unless there were assurance that materially
easier monetary and credit conditions would be provided by action of
the Federal Reserve System.

We could, however, more fully discharge the responsibilities facing
the Federal Government, and at the same time realize a larger budget
surplus which would facilitate the essing of credit conditions, by (1)
reordering the priorities in the Federal expenditure programs, and
(2) undertaking urgent reforms in the Federal revenue system.

1. Reordering priorities

In general, Federal expenditure programs should be revised to place
-greater emphasis on providing a more effective national defense and
on programs which will make important contributions, over the long
run, to the Nation’s economic growth.

(a) Defense.—Military expenditures by the Department of Defense
in fiscal 1961 are estimated in the budget at $42,745 million, the same
-as in fiscal 1960. This amount is $828 million less than the actual
expenditures in fiscal 1959, Moreover, the proposed fiscal 1961
outlays for military hard goods show a reduction in every major
category—aircraft, missiles, and ships.

We recognize that the mere dollar volume of purchases for the
military does not necessarily measure the adequacy of our defense
effort. The costs of military hardware, however, are rising, not
falling. A reduction in total purchases for these hardware items,
therefore, necessarily means that a smaller addition to our arsenal will
‘be made in the current fiscal year than in past years. There is no
objective evidence that the Soviets are reducing the rate of their
miiitary buildup. Cutbacks in the real volume of our outlays, while
the Soviets continue to increase the volume of theirs, requires a more
convineing explanation than has yet been offered to assure the Ameri-
can public that the proposed defense program for fizcal 1961 is not to
be unnecessarily limited on the basis of budget-balancing
constderations.

The joint committee has observed repeatedly in the past, and we
repeat the assertion again, that decisions about the volume and char-
acter of defense procurement should be made on the basis of judgments
about the Nation’s long-term military needs. They should be sep-
arated from short-run budgetary considerations.

A greater volume of outlays for major proeurement programs of
the Defense Department and for an increase in combat strength and
efficiency dces not necessarily require at this time any significant
increase in the overall defense budget. The recent hearings by this
commitice's Subcommittee on Defense Procurement brought out the
fact that very substantial savings—as much as $2 billion to $3 billion—
can be realized by climinating the current wasteful precurement prac-
tices and by more effective control over surplus stocks and stockpiles
of obgolete material. This conclusion is confirmed by the findings of
the Hoover Commmission.?

1 Benator O' Mahoney wishes to emphasize this point: . . .

Military hard goods expenditures, partisulariy lor new items, have a highly expansionary impaet on the
seonomy, Much of this impact is likely to be concentrated in those sectors of the economy in whieh in-
preased dernunds will result promptly in rising priced which will in torm raise rosts and push prices up else-
where i the economy. For this reason, it is essential that the utmost care be taken to prevent waste in
onr Tilitary assistance programs abroad and the type of waste in defense progurement practices a2 revesled
in our recent bearings,
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1960 JOINT ECONOMIC REPORT il

These savings could be applied to the missile and space programs,
and for combat troops, and would be a major step toward improving
our defense position relative to that of the Soviet Union. If on the
basis of expert and dispassionate evidence it is determined that further
efforts are required we should not be deterred from undertaking them
by considerations of budgetary prospects.

A responsible budget poliey proceeds first from the determination of
needs. If, despite savings from bettier procurement procedures, needs
exceed the budget totals which are estimated by the President, we are
certain that the American people will respond unhesitatingly and
ungrudgingly to provide the additional revenues required in the
interest of military security.

(b) Foreign aid.—Since the end of World War II, the United States
has assumed the major burden of the leadership in the free world for
aiding nations in their recovery from the war, in building up their
defense capabilities sgainst future aggression, and in providing for
economic progress in less developed nations. The discharge of these
functions continues to be a major responsibility which faces the
United States. However, economic progress of our NATQO partners
should be given eareful consideration in reviewing our foreign-aid
program.

With respect to defense, the NATQ countries, particularly those
whose balance-of-payments situations have shown significant im-
provement, should bs called upon to assume a larger portion of the
burden for their own and for the NATO defense effort. While the
United States will and should continue to remain the mainstay of
the NATO defense program, our contribution should be reexamined
and adjusted in the light of the expanding resources and capabilities
of our NATOQ partners. The patterns set in 1851, when many of our
European allies suffered from serious balance-of-payments problems,
are no longer appropriate in 1960. It is proper that they devote more
funds to their own defense,

The second major aspect of our foreign-aid program is to assist the
economic progress of the less developed nations, The efforts of the
United States in this respect should be maintained. Additional ef-
forts by our allies are now possible and we believe that they should
make a greater cffort, Nevertheless, the demands for real resources
in the world’s underdeveloped areas are so great and the returns are
so promising In terms of improvement in the living conditions and in
the political and economic stability and freedom in these areas that
we should not consider reducing our own economic contributions for
these purposes even if those of our friends in other parts of the world
increase.

{e) Education.-—Despite the recognition of the fact that the Na-
tion’s economic growth over the long run depends upon improving
our education achievements, the President offers an inadequate pro-
gram to assure that progress toward this goal can be made. The
committee’s study of employment, growth, and price levels brought
out very clearly that the rising standards of education in the past
have made a major contribution to the Nation’s economic progress.
At the present, it is clear that a rapid pace of technological advance
will demand a more highly educated and skilled labor force.

A vigorous program of Federal aid to education should be adopted
during the current session of this Congress. This program should
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12 1960 JOINT ECONCMIC REPORT

include no Federal control over the content of what is taught, the
salaries or promotion of teachers, tenure, discipline, or any other fea-
ture of educational pr?ams which historically have been controlled
by local authorities. The Federal Government should also provide a
national scholarship program, in addition to the present loan pro-
gram, to provide the incentives and the necessary financial resources
8o that the more promising high school graduates may enroll in ad-
vanced educational institutions. Far too high a proportion of stu-
dents of the top quality and ability in high school do not go to college
because of the lack of motivation, financial limitations, religion, race,
sex, and other factors which should not be allowed to bear on develop-
ing our most valuable resources.

{d} Research and development.—The research and development
activities which have been supported and promoted by the Federal
Government in the postwar period have been one of the most impor-
tant sources of dynamic economic growth in the United States. Al-
though most of these activities have been associated with the defense
effort, they have yielded huge returns in civilian byproducts and in
medical advances.

The National Science Foundation estimates that in 1959-60, the
Federal Government will, directly and indirectly, supply well over
half of the total funds going into research and development activities.
It iz essential for economic growth that the Federal (Government
continue and expand its support of research and development activ-
ities, even if the Nation’s defense needs were to be reduced by an
easing of world tensions.

Federal funds for research and development should be distributed
more broadly, particularly to smaller firms, instead of being so heavily
concentrated among industrial giants.

(¢) Farm expenditures—One of the most expensive aspects of the
present farm program is that price supports are paid on corn and feed
grains without any requirements by the Secretary of Agriculture for
production controls of any kind. In his farm message, the President
proposed the same program for wheat, Under the law, when the
Secretary of Agriculture pays out funds in price supports for any crop
he also has the authority to establish production controls. This has
not been done and under the program of open-end payments the pro-
duction and surpluses of corn and feed grains has increased at a fan-
tastic rate. In addition, a large proportion of these payments go to
a very small number of farmers.

By applying some form of production eontrols—either bushels,
acres, or dollar limits—this vast expenditure for these crops could be
limited, While this action would not zolve the basic farm problem,
it 1s certainly essential in the short run to avoid unnecessary expendi-
tures and to see that the payments which are made go to those who
need them most of all. Such production limitations could be imposed
without any legislative changes. It should be done with the emphasis
on promoting a rise in the income of the family sized farm and in the
interest of Government economy.

(f) Business subsidies.—In the present budget there is provision
for aids and special services to business of some $864 million, To this
should be added the postal deficit of $554 million. Thus, business
groups receive direct subsidies of at Ieast $1.4 billion per year exclu-
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sive of numerous programs which guarantee many business operations
against loss.

While the President has asked that rates be increased in the main
on first class and air mail, the postal deficit is found in the second,
third, and other classes of mail. For fiscal 1959, the total post office
deficit, adjusted to show the full year effect of the postal rate changes
in 1959, was $334.8 million. First-class and domestic-air mail each
showed a surplus totaling $164.2 million, while other classes of mail
showed a deficit totaling $499 million. The actual resulis for fiscal
1959 were a surplus of $156.8 million for first class and air mail and
& deficit of $726.6 million for second, third, fourth, and other classes
of mail. If the post office deficit is to be eliminated, it is evident that
rate increases should be confined to second-, third-, and fourth-class
mail and controlled circulation publications, for they are those which
now receive the subsidies. Further cuts could and should be made
in other business subsidies,

2. Tax reform

Putting greater emphasis on Government programs to promote
economic growth is not a plea for big spending or deficit spending.
On the contrary, these programs can and shounld oceur in the frame-
work of a much tighter fiscal policy than there has been during the
past several years.

It is quite possible that these expenditure programs, even with the
elimination of wasteful subsidies, would involve a somewhat greater
total outlay than is contemplated by the President in his budget for
fiscal 1961. In terms of the national income accounts, the expected
level of Federal outlays for 1960 represents no larger a fraction of total
output than has prevailed on the average in the post-Korean period.
The revisions in Federal expenditure programs which we suggest
would not significantly affect this relationship.

We recognize, nevertheless, that if a major start were to be made on
these programs in 1960, their effect in promoting a more rapid expan-
sion of gross national product in 1960 and 1961 might demand a larger
budgetary surplus than that proposed by the President and certainly
more than will probably be achieved under his specific proposals. 1f
these urgently needed changes in Federal expenditures are provided,
and if gross national product in real terms tends to rise to alevel of $530
billion to $540 billion, which would be a full employment level of total
demand for 1860, a larger surplus would be called for. A larger budget
surplus devoted te debt refirement would make possible easier mone-
tary conditions, which would also promote a higher rate of growth.

hese larger budgetary surpluses are well within our reach without
harm to the economy. dJust a few of the major steps in a constructive
reform of the Federal income, estate, and gift taxes could add $4 to §5
billion to Federal budget receipts. Such reforms should aim at broad-
ening the tax base by eliminating the most flagrant and inequitable
loopholes. These reforms include repeal of the dividends-received
eredit and exclusion, provision for the withholding on interest and
dividend payments, rigorous limitations on employee expense ac-
counts, limiting the types of income to which capital gains treatment
is given to true capital gains, progressively reducing the percentage
depletion rates allowed on oil and gas, improving the enforcement of
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the income tax laws, and elimination of the numerous preferential
provisions in the estate and gifi taxes. Kven a modest beginning on
this tax- reform program could produce 32 billion to $3 billion in
additional revenues.

These loopholes should bs closed in any event simply in the inter~
estg of having a fair tax system which interferes as little as possible
with taxpayers’ decisions about how to oblain and to dispose of their
incomes. Those with equal incomes should pay equal taxes. Tax
reform is all the more urgently needed when the public responsibilities
facing the Nation are so pressing.

Further evidence of the lack of concern by the administration with
the needs of sound fiscal policy is found in the very limited recom-
mendations for tax reform offered in the Budget and Economic Report.
While the President’s Economic Report states explicitly on page 6
that we should continue to review our tax system from the standpoint
of equity, of encouraging productive effort, and of facilitating mobility
and efficient use of capital, the only reform proposals made are—

* % % to preclude unintended and excessive percentage
depletion allowances for mineral products * * * to make
certain corrective amendments in the tax laws applicable to
cooperatives; * * * and to tax as ordinary income any gain
realized by the sale of depreciable personal property used in
business, * * *

We are told that tax reform is still being considered. Such reforms
are the concern of all Americans. The administration should make
a complete public statement of its proposals in this area and exert
full leadership in pressing needed reforms through the legislative
process,

By revising our expenditure programs and by providing tax reform,
Federal fiscal policy in 1960 can contribute materially toward a more
rapid recovery in employment and production and toward laying the
groundwork for a higher rate of economic growth in the long run.
Moreover, this can be done in ways which will produce a budget
surplus as large or larger than that proposed by the President.

3. Gains from fiscal reforms

If the budget pricrities were reordered in & manner such as we
have pointed out and if a start were made on tax reform, we could
increase expenditures for missiles, space, and combat troops by $2
billion; add $2 billion for schools, health, depressed areas, and other
pressing social needs; commit $1 billion io reducing excises and income
tax rates (including those in the upper brackets if loopholes which
are primarily for the benefit of upper bracket taxpayers are closed},
and yet have a surplus larger than the President has anticipated.
This would also mean a larger increase in total output, an easier
monetary policy, and less unemployment. The general details of
how this could be achieved are set cut in the table below:

? Mr, Bores, T agree that the rate of growth of the American econoroy is lagglng and that the pelicies
reeammended in the Budget and President’s Eeonomic Report are not adequate. Howoever, I want to
withhold judgraent on some of ihe receomtnendations contained in the majority report, partienlarly with
respeet to tax reforms, debt management, and the shipbuilding program. The tax matters have heen the

subfect of intensive studles before the Ways and Means Committco, and I would not want, to prejudge
these studies until that committee has had time to make its own recommendations.
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The effects of a reordering of the priorities in the budget

{In billong}
PROPOSED SAVINGS PROPOSED EXPENDITURES
Frogram Amount Program Anount
Realistic budget surplus under Increase for missiles, space, and
present program___._________ $3.0| combat troops. - . __.______ 32,0
Postal inerease for 2d- and 3d- Increase for schools, depressed
elass mail __ _ ___.___________ .6 areas, and social programs____ 2.0
Reduction in business and agri- Revenue loss from tax revision ac-
eultural subsidies____________ 1.0| companying loophole elosing_. 1.0
Closing of most urgent tax loop- _
holes____________ -, 2.5 Subtotal . . _ . _____ 5.0
Bavings on military surplus and
procurement programs_.._._. 2.0|Payment ondebt_______._____. 5.0
Cuts in military aid. ___..___.__ th
Total - . _______________._ 10.0
Total . o .o . 10. 0

As can be seen, we could achieve a greater surplus while we met our
military and domestic needs if this kind of program were to be sup-
ported actively by the administration and the Congress, This greater
surplus would be achieved at higher levels of economic activity. Such
8 ﬁprofram is a constructive alternative to the position that we cannot
afford additional expenditures for defense, schools, elimination of de-
pressed areas, and slum clearance.

MONETARY POLICY AND DEBT MANAGEMENT

This vear's Economic Report by the President, Iike those of the
%a.st several years, offers no guides for monetary policy in 1960,

iscal developments, it is generally agreed, necessarily affect mone-
tary and credit conditions. This relationship makes it essential to
consider fizcal and monetary policies together in the interest of achiev-
ing the Employment Act’s objectives. The silence of the President’s
Economic Iteport on this subject cannot be justified on the basis of
preserving the independence of the monetary authorities. It repre-
sents, instead, a major deficiency in the administration’s economic
policy formulation.

In the area of monetary policy, we offer as a general prescription
that the supply of money —i.e., currency held outside the banks and
adjusted demand deposits —should increase over time at about the
same rate #s gross national product, allowing for normal velocity.
This does not mean that the money supply should be adjusted to every
short-term fluetuation in the level of total demand, but rather that
over & period of vears the rates of increase in both should be about
the same. Much more reliance should be placed on fiscal policy —i.e.,
on adjusting Government receipts to expenditures—as a means of
stabilizing the level of total demand in the interests of a high, steady
rate of emplovment and of a stable price level.

Whenever this prescription is offered, the usual rejoinder from the
Federal Reserve 1s that it ignores the increzse in the velocity of
meney—that is, the frequency with which the money supply is turned
over. But repeated expert testinrony has shown that, at least up to
some upper limit, an increase in velocity results from an inadequste
growth m the supply of money and consequent rising interest rates.
A more liberal monetary policy, therefore, would result in a somewhat
lower veloeity of the money supply.
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Achievement of the Employment Act’s objectives in 1960 calls for
easier monetary and credit eonditions,

If a budgetary surplus of the level estimated by the President is
to be achieved with the present degree of monetary restraint or that
likely to prevail under present Federal Reserve policies in 1960, it is
improbable that & level of gross national product can be realized
which would bring maximum employment. :

The fiscal policy proposals offered above would make possible a
larger budgetary surplus than that proposed in the President’s budget
for fiseal 1961, and larger than that which we believe will actually
occur under his specific proposals.  The use of the budget surplus for
debt retirement would contribute to the easing of monetary and credit
conditions. It is important that such an impetus toward monetary
and credit expansion not be offset by restrictive action by the Federal
Reserve, .
~ Easier monetary and credit conditions are essential to a sound
public economic li"—”lic}' for promoting long-term economte growth,
A tight money policy impedes economic growth by slowing the rate
of State and foc&l government outlays for schools and other publie
facilities which are necessary for an expanding population, and the rate
of private investment, particularly by small and new businesses, At
the same time, tight money and high interest rates have little if any
effect on the rate of saving. A more effective way to assure an ade-
quate volume of total saving in the economy is to run a large budget
surplus, An easier money-tighter fiscal policy, therefore, is the proper
mix of public policies in the interests of economic growth,

Preventing inflation does not depend on tight money. In fact, we
will do a much better job of preventing inflation with an easier mone-
tary policy and a vigorous and alert fiscal policy. At the same time,
such a policy combination will do a much better job of promoting
economic growth,

NEEDED REFORMS IN TREASURY, DEBT MANAGEMENT, AND MONETARY
POLICY

With appropriate changes in fiscal, monetary, and debt manage-
ment policies, easier credit and monetary conditions can and should
be provided in 1960.

In summary, our major recommendations are——

The Federal Rescrve should—

(¢) abandon its discredited “bills only”’ policy,

(b) agree to build up its portfolio of long-term bonds, and

(¢) use open market operations rather than lowering reserve
requirements as the means of bringing about the secular expan-
sion of credit which the Federal Reserve and the banks desire,

The Treasury should—

(e) avoid seeking advice on new issues from organized groups
of their customers who are interested parties,

(b) institute a system of callable bonds so that the public is
not, saddled interminably with high interest rates,

((f) extend the auction method to other than short-term bills,
an
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(d) agree to sell long-term bonds in the main when interest
rates are low.

In addition, the Federal Reserve should immediately take the steps
necessary to regulate the presently unregutated New York bond mar-
ket and to apply margins to its customers,

These reforms could begin now. They would bring down interest
rates, make the market more competitive, and could do this without
recourse pither to “pegging” or to inflationary devices.

We do not seek a policy of pegging Government bond prices at
artificially high prices and low yields. We do seek abandonment of
policies aimed at pegeing Government bonds at artificially low prices
and high yields.

It is for these reazsons that, pending reforms in fiscal, monetary, and
debt management policies, we have opposed the elimination of the
present 4)%-percent statutory ceiling on the rate which may be offered
on Federal Government debt instrumeniz with s maturity of more
than 5 years® Since December 1952, the average maturity of the
Federal debt has fallen by a full year (as of January 30, 1960). Much
of this decline oceurred when long-term rates were below the statutory
4)-percent ceiling and before the administration requested the elimi-
nation of the ceiling. Moreover, little has been done since 1952 to
lengthen the debt, even when long-term rates were low.

The Federal debt can be efficiently managed well within this 4%-
percent rate ceiling, if aﬁpropriatre reforms are undertaken. More-
over, these reforms, which can be made effective very quickly, should
be undertaken quite apart from the question of the mterest rate ceil-
%‘gﬁ. Indeed, if progress is made in this direction, the interest ceiling

il again become an academic issue.

In this ares, too, we are familiar with the reply of the administra-
tion’s supporters, It is that even if the proposed reforms are under-
taken, they could not be achieved overnight and in the meanwhile
the enforced reliance on short-term financing is inflationary.

With respect to the first point, these reforms would begin quickly.
The second argument thaf is made is that short-term issues are near
money while long-term issues are not.

In fact, this is not a pertinent argument. If the total volume of
credit ig fixed by the monetary authorities, then any new debt issue—
whether it is long or short term—reduces the amount of credit which
may be extended for other purpeses. Whether the debt issue is a
long-term or short-term instrument, therefore, is not a relevant ques-
tion in this respect. It is relevant, however, in determining whether
high interest rates are to be paid on debt issues with a short life or on
those with long maturities. Clearly, even if high interest rates cannot
be avoided for the relatively short period of time in which the proposed
reforms in debt management are undertaken, they should not be fixed
on the economy for 10, 20, or 30 years through the issuance of long-
term debt by tEe Treasury.

MARKET 83TRUCTURE

To achieve the objectives of the Employment Act, the third major
concern of public economie policy should be with the market structure

5 Mr. Holling and Mr. Ceffin: “Aawe have indicated in the Committee Report on Employment, Growth,
and Price Levals (3. Rept. 1043, 86th Cong., 2d sess., P 38, fontnote 66), we do not object to removing the
444 percent cailing, if aecompanied by the Initiation of other basic reforms.”
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of the cconomy. In its study of employment, growth, and price
levels, the committee noted that serious deficiencies of market struc-
ture frequently impede the prompt change in resource use essential in
a dynamic economy and thai these impediments contribute Lo persisi-
ent upward price pressurcs. Inflationary tendencies and inefficient
resource use are the price paid for not mounting a much more vigorous
attack on these structural weaknesses.

The sources of these weaknesses are varied. Government programs
which subsidize uneconomic production aectivities inelude those in
shipbuilding, agriculture, and, through the use of tariffs, in a wide
array of manufa('tunng A more efficient economy and one sub-
stantially less subject to inflationary pressures calls for progressive
reduction in tariffs, elimination of some business subsidies, and a
thoroughgoing revamping of the Federal Government’s agricultural
program to provide such support for fsrm income as may be necessary
for prosperity and progress in this sector of the economy.

In addition, the Federal Government musé substantially increase its
efforts to reduce the extent of market power in the business commumity
and to prevent the exercise of this power against the well-heing of the
economy as a whole, The specific proposals of the President in the
antitrust area, while steps in the right direction, are far too limited to
be of major consequence in improving effective competition.

The basic problem which limits the curbing of market power is that
under the present statutes the courts have insisted upon some direct
evidence of collusion or concerted action to support a finding of anti-
trust violations. Modern pricing and other practices, however, even
when clearly monopolistic, do not.require and do not usually involve
such direet or contractual collusion.  In addition, legal delays have
been long, and the resources of the Antitrust. Division and of other
agencies responsible for enforcemerit have been inadequate to deal with
their responsibilities and the importance of the tasks they must
perform.

Within the past few years, the courts appear to be more aware of the
broader economic meaning of size as a %,actor in market power, even
when this is independent of concerted action. The courts have also
become more critical of the role .of mergers on the effectiveness of
competition. It is to be hoped that these trends will continue.

In addition, however, the Government should take more specific
steps to strengthen our present antitrust policy. Specifically we need
more effective application of antitrust legislation to industries in which
a high degree of market power is possessed and exercised by large
producers, even where no evidence of direct or overt collusion or
conspiracy can be shown,

The Antitrust Division should be substantially strengthened. Even
after recent increases, the funds provided to the Antitrust Division are
less than $4.5 million, much too meager an amount for the functions
it is expected to perform, The professional staff of the Division should
be expanded, and salary levels should be set high enough to prevent
the drain of experienced personmel into private industr,

The Congress should review the policies of the reguf;tory agencies
in those industries which are granted exemptions from the antitrust
laws. More knowledge of the effects of regulatory practices on
competition in these particular industries is needed. :
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In particular the 1950 amendment to section 7 of the Clayton Act,
closing the loophole as to mergers through acquisition of assets,
shoult% be extended to apply to bank mergers, and the Antitrust Divi-
sion of the Department of Justice should continue to have jurisdiction
over enforcement of the act as to bank mergers,

Further, the Bank Holding Company Aet of 1956 should be
strengthened to encourage the continuation and growth of our historic
gystem of independent locally owned banks. Before they approve a
bank holding company’s aequisition of stock in a bank, the Board of
Governors of the Federal Reseive System should be required to detar-
mine whether the laws of the State affirmatively permit such an
acquisition.

The more serious market power as a source of inflationary strain
and ecconomic inefliciency becomes, the greater is the urgency for
devising new techniques and methods for dealing with it. ‘The
Federal Government should take the lead in trying to make large
industries and unions exercise this power with restraint. The Federal
Government could, for example, bring together in an annual labor-
management conference the leaders of both of these groups so that
they could be given the general economic outlook and informed of the
relation of their actions o the national economic welfare. Such a
confercnee could result in a useful exchange of views between business,
labor, and Government officials. Over the long run, it might have a
good effect on prices and wages in important industries. Beeause of
this, we recommend that such an annual conference be started.

Moreover, as we noted in Senate Report 1043, while we recognize
the difficulties and dangers of, and share the presumption against,
Government participation in the price-wage setting process, thero is &
need, at least on a standby basis, for a factfinding procedure covering
key price and associated wage increases which sertously threaten
economic stability, to be invoked at the discretion of the President,
and to result in the issuance of a report and recommendations regard-
ing the justification and desirability of such proposed increases.

The problem of national emergency disputes between Iabor and
manggement also needs further attention. Whatever emergency
legislation is adopted, it must be clearly specified that the stability of
the priee level is one eriterion to be applied.

In addition, there are numerous actions which the Federal Govern-
ment should take to increase productivity and improve the structure
of the economy. The major steps are—

1. A program of assistance to chronically depressed areas
should be started. Both technical and long-term financial aid
will be required to help these areas to become self-sustaining and
to help themselves. Where nccessary, retraining of workers
should be undertaken.

2. The activities of the various State employment agencies
should be coordinated into an effective national system in which
information about job opportunities and available workers will
be provided to both employvers and workers throughout the
country. In addition, the financial burden of unemployment
should be reduced by encouraging a more liberal system of
unemployment insurance, particularly for workers in chronie
labor surplus areas.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



20 1960 JOINT ECONOMIC REPORT

3. Besides general policies designed to strengthen the forces of
competition, special programs to promote small business raust be
continued and improved. Small business has brought many
innovations to the American economy. The Federal Govern-
ment must see that capital is available to small business, and
should help to protect it against predatory practices.

Nore,—Sc¢nator Fulbright was unable to participate in the hearings or com-
mittee mneetings or this report. For that reason, the findings and conclusions
herein set forth are neither approved nor disapproved by him.
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COMMITTEE AND SUBCOMMITTEE AcTIvITIES IN THE PasT YEar

The Joint Economic Committee is directed by the law creating it
(Public Law 304, 79th Cong.) to report to the Congress on the main
recommendations of the President’s Economic Report and to make a
“continuing study’’ of the economy. During January and February
of 1959 the committee held hearings and prepared its report on the
1959 Economic Report of the Presigent.

Committee and subcommittee studies announced in that report pro-
vided for a broad inquiry into overall economic policies for employ-
ment, growth, and price levels by the full committee, and a special
assignment to the Subcommitice on Economic Statistics to examine
the pll;oblem of comparisons of United States and Soviet economic
growti.

Subsequently the commiitce also announced plans for a study of
U.S. energy resources by a Subcommittee on Automation and Energy
Resources and a study of the impact of defense procurement by a
Subcommiites on Defense Procurement.

The work of the full committee and the subecommittees, for the
period March 1959-February 1960, is summarized below.

PRESIDENT'S 1969 ECONOMIC REPORT

Hearings on the January 1959 Economic Report of the President
provided an opportunity (1) for the executive branch to indicate the
economic assumptions and reasoning underlying the President’s eco-
nomic program and to justify major economic policy recommenda-
tions; (2) for a limited number of outside experts to set forth their
views on the President’s economic analysis and program; and (3) for
the economic interest and research groups to submit their views. The
coramittee’s report on the President’s report was transmitted to the
Congress on March 9, the March 1 deadline being extended by unan-
imous consent. The report included supplemental and dissenting
views of committee members, and mate.r g on the economic outlook
for 1959) prepared by the committee staff (5. Rept. 98, 86th Cong.,
1st sess.

BETUDRY OF EMFLOYMENT, GROWTH, AND PRICE LEVELS

Senate Concurrent Resolution 13, 86th Congress, 1st session, passed
March 23, 1959, charged the Joint Heonomic Committee with con-
ducting—

* # ¥ g full and complets study of, #nd investigation into,
the problems of providing maximum employment and an
adequate rate of economic growth, as well #8 maintaining
price stability and preventing inflation * * *

A budget of $200,000 was provided for the study and a special staff
recruited to carry out the work, with the assistance of several members
2t
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of the permanent staff. The permanent staff also provided adminis-
trative services. In the course of the study the committee heard
nearly 100 witnesses in 9 sets of hearings covering 40 separate days.
Twenty-three special study papers were prepared by outside con-
suftants and the committee staff for use in connection with the special
study. In addition, the spccial study staff prepared a comprehensive
report setting forth fundamental data and technical analyses hearing
on the problems with which the study was concerned.

The committee’s own report on the study of employvment, growth,
and price levels, with minority and individual views, was submitted
to the Congress January 26, 1960, and printed as Senate Report 1043,
86th Congress, 2d session.

SUBCOMMITTEE ON ECONOMIC STATISTICS

The Subcommitiee on Economic Statistics is composed of Repre-
sentative Richard Bolling, chairman; Representatives Hale Boggs,
Frank M. Coffin, and Thomas B. Curtis; and Senators John Spark-
man, J. W. Fulbright, Prescott Bush, and Jacob K. Javits.

The subcommitiee in accordance with instructions from the full
committee (3. Rept. 98, 86th Cong., 1st sess., p. 20) conducted a study
of “Comparisons of the United States and Sovict Economies.” Expert
witnesses prepared 33 papers on 9 subject areas covering comparisons
between the 2 economies. These study papers were released early in
the fall and the authors then discussed their papers in a series of hear-
ings held from November 16 to 20. The hearings began on Friday,
November 13, with testimony by the Director o% the Central Intel-
ligence Agency. The summary and policy implications of the study
were covered by the concluding panelists’ papers and in the discussion
in the final session of hearings.

SUBCOMMITTEE ON AUTOMATION AND ENERGY RESOURCES

The Subcommittee on Auntomation and Energy Resources is ¢com-
posed of Representative Wright Patman, chairman; Representatives
Henry S. Reuss, Clarence E. Kilburn, and William B. Widnall; and
Senators Joseph C. O’Mahoney, John F, Kennedy, and John Marshall
Butler. The subcommittee held hearings October 12 to 16 on the
anticipated needs and sdequacy of U.S. energy resources and the im-
pact of technology on the production and efficient use of the encrgies
required for sustaining economic growth. Witnesses were heard from
research organizations, Government bureaus and the oil and coal
industries.

SUBCOMMITTEE ON DEFENSE PROCUREMENT

The Subcommittiee on Defense Procurement is composed of Senator
Paul H. Douglas, chairman; Senators John Sparkman, Joseph C.
O’'Maheney, and Jacob K. Javits; and Representatives Wright Pat-
man, Richard Bolling, Thomas B, Curtis, and William B, Widnall.

In announcing hearings on the impact of defense procurement which
were held January 28 to 30, 1960, the chairman explained that the
subcommittee would not be concerned with questions of military
strategy, wespons, size of forces, etc.—nor with the broad problem
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of the overall economies of disarmament—but with the purely eco-
nomic and budgetary issues involved in the way the Nation spends
over two-thirds of its budget. The witnesses heard were from the
agencies of the Federal Government with primary responsibility for
procurement and disposal of defense materials, and from the Hoover
Commission task force members,

STAFF PARTICIPATION IN MEETINGS WITH OUTSIDE GROUPS

In addition to conducting formal studies and arranging hearings for
the committee, the staff participated in discussions of economic
problems and research techniques with outside groups. The follow-
ing list of meetings illustrates the nature of these activities in which the
staff took part during 1959: Eeonomic workshop, West Virginia
(University, annusal sessions of the National Tax Association, Invest-
ment Bankers Association, Mortgage Bankers Association of America,
the National Bureau of Kconomic Research, National Industrial
Conference Board, Federal Statistics Users’ Conference, American
Economic Association, American Statistical Association, the National
Association of State Tax Administrators, American Society for
Public Administration, and the National Planning Association;
conferences with groups of foreign economists brought here under
the sponsorship of the State Department and the International
Cooperation Administration; seminars of the Industrial College of
the Armed Forces; meetings of local chapters of the American Sta-
tistical Association; meetings of the Brookings Institution, the
Chamber of Commerce Committee on Business Statistics, and other
meetings of business groups, civic organizations, and university classes,

COMMITTEE PUBLICATIONS

In the period March 1959 through February 1960 the Joint Eco-
nomic Committee and its subecommittees issued 48 publications,
Over 250,000 copies of current and previous committee publications
were distributed during the year to fill individusl requests. Com-
mittee publications are also on sale by the Superintendent of Docu-
ments. In the past year, individual copy sales and quantity orders
of committee publications, current and past, have exceeded $30,000.
This figure does not include the 8400 paid subscriptions for the
monthly publication of Economic Indicators. A checklist of com-
mittee puElications will be found at the back of this report.
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CoMMITTEE AND SuBcoMMITTEE Prans ¥or THE Comine YEar
FULL COMMITTEE

The relationship between monetary and fiscal policy actions in the
postwar period and the objectives of the Employment Act.—Chapter 8 of
the *Staff Report on Employment, Growth, and Price Levels” dis-
cussed some of the economic consequences of the postwar trend with
respect to the relative emphasis on fiscal and monetary policies.
The manner in which Federal fiscal and monetary actions are com-
bined in seeking the Employment Act’s objectives appears to be at
the heart of some of the major current issues of public economic
policy. The staff, therefore, 13 directed to inquire further into the
changes in the combination of fiscal and monetary policies which have
occurred in the postwar era and the consequences of such changes
for the rate of growth of the Nation’s productive capacity, for stability
in the rate of employment and output, and of the price level, and for
the distribution of income.

Tabulation and summary of questionnaires submitted by 17 security
dealers—In connection with the committee’s hearings conducted as
part of the study of employment, growth, and price levels, the 17
firms dealing in Federal Government securities were asked to submit
detailed information on a number of aspects of their business over the
last 10 years. The assembly and submission of this information is
now nearly completed. The designated staff is directed to tabulate
and summarize tge data from the dealers for committee consideration,
1n aceordance with committee rule 23, in 8 manner which will not reveal
the identity of any individual, partnership, corporation, or entity.

Study of governmental subsidies.—The committee will begin a broad
inguiry into the extent and impact of Federal Government subsidies,
direct and indirect. The subject is closely related to the objectives
of the Employment Act, in part (1) because of its relation to fiscal
and tax policies as they relate to economic stability and growth, and
in part (2) because subsidies are a part of the “plans, functions, and
resources” of Government which can contribute to—or through
unplanned, perverse behavier partly negate—efforts to promote
maximum employment, production, and purchasing power. The
growth of our subsidy pattern has been piecemeal and gradual and
a listing and reexamination of aggregates and priorities seems to be
in order although there is no doﬁrﬁat many items will be found to
have their sufficient reasons in public policy.

The study will be carried out initially by calling upon the staff to
find out what subsidies are being granted, to estimate their amounts,
and to summarize their origins and rationale. This will be done with-
out any attempt ai appraisal of desirability or relative merits. Such
a study must rely primarily on an analysis of the budget to estimate
which subsidies are being paid but we must also be alert for items of
omission which give rise to identifiable special group benefit.

26
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Decision as to the committee’s further action, including the possible
hearing of advocates and critics, will be postponed until members of
the committee have had an opportunity to study the materials gather-
ed by the staff. The study is a long-range one and no schedule for its
progressive stages can be set at this time.

It is worth noting at this point, however, that a formidable problem
of such a study is one of differeptiating or at least of arriving at a
working basis of precisely what items should be brought within the
purview of the inquiry. The directive to the staff takes notice of the
criteria set forth in the dictionary: To subsidize is “to aid or promote
8% a private enterprise with public money”’; a subsidy is a “govern-
mental grant to assist a private enterprise debermmed advantageous
to the public.” The problem and scope will be made easier if it is
reCOgnized that the characterization of any governmental assistance
or grant as a “‘subsidy” is not to stigmatize but to prepare the ground
for examination of justification upon which of eourse opinions may
well differ. Whether a given subsidy is to be regarded as desirable
or undesirable is for the people as a whole to determine through
democratic political processes. The ultimate decision, it may be
hoped, can be made upon some more profound basis than short-term
self-interest of beneficiaries,

Eeonomic implications of altemﬂwe aqrwultuml polietes.—The last
special work by the Joint Economic Committee in the field of agri-
culture was the compendium, hearings, and report en ‘‘Policy for
Commercial Agriculture” done by a Subcommittee on Agricultural
Policy in 1957.

Since that time the Senate Agriculture Committee has arranged
for a staff analysis of probable levels of production, prices, and farm
income in 1960-85 if production controls were removed and price
supports were lowered to market levels. This report, begun last
May by the technical staff of the Department of Agnculture, with
the counsel of an advisory committee of agricultural economists from
the land-grant colleges, was published January 20, 1960, as Senate
Document 77, _

Starting from this staff study for the Senate Agriculture Committee
which covers the range of what might be expected under conditions
approaching a free market, the Joint Economic Committee will
explore the economic implications for what appear to the the most
feasible alternatives to such a free market policy. The committee’s
concern with the need for such a study arises from the projections
in this report which indicate production would continue to rise during
1960-65 in spite of falling prices and that realized net farm income
of farm operators by 1965 would fall a,boub 40 percent below 1955-57
levels-—46 percent from 1958 levels.

Several leading agricultural economists will each be asked to
prepare a paper on one of the alternatives proposed. These papers
will synthesize the latest research results and best professional
thinking on that particular alternative, for use of the committee in
reviewing the economic 1mp11cat10ns of agricultural policy proposals
next year.

While final decision on the exact altcrnat.wes to be studied would
await review and counsel of an advisory panel to be set up from
the agricultural colleges for that purpose, these alternatives would
probably include—
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(1) Unrestricted production and marketing except for a
conservation reserve of about 60 million acres. : .

(2) Unrestricted production and marketing except for produc-
tion controls on key basic crops such as tobacco, cotton, rice,
and wheat and supplementary payments to family farmers under
specified income situations, '

(3) Limited Government controls and price supports for feed
grains and livestock, with improvements in existing production
controls and price supports for wheat, cotton, rice, and tobacco.

(4) Comprehensive supply management and price supports.

SUBCOMMITTEE ON ECONOMIC STATISTICS

Review of Economie Indicators and preparation of 1960 edition of
Supplement to Economic Indicators—The staff under the direction of
the Subeommittee on Economic Statistics, and in consultation with
the Council of Economic Advisers and ite staff, is directed to conduct
one of the periodic reviews of the committee’s monthly publication,
Economic Indicators. These reviews are undertaken to insure the
timeliness of the indicators and its maximum usefulness to the Con-
gress and the Executive, as well as the 8,000 persons who subseribe
to Economic Indicators monthly.

It is also time for another issue of the Historical and Descriptive
Supplement to FKconomic Indicators, the last one being prepared in
1957. This publication provides eurrent deseriptions of the uses and
limitations of the statistical series published in the monthly Indicators
and gives data for back years not available in the monthly issues.
The stafl is asked to work with the Council of Economic Advisers’
staff and the various stalistical agencies in preparing a 1960 edition
of the Historical and Descriptive gupplement to Economic Indicators.

BSUBCOMMITTEE ON AUTOMATION AND ENERGY RESOURCES

Bringing previous hearings on automation up lo date—The Subcom-
mittee on Automation and Energy Resources is asked to continue its
study of the impact of automation and tcchnological change upon
economic stability and growth.

The committee, in its report to the 84th Congress (No. 1308),
pointed out that the subcommittes’s investigations at that time had
demonstrated that the problems of automation are by no meansg
negligible or settled and that the committee considered it desirable
to review periodically the progress of technological change. The
hearings and report of October 1955 were i’olloweﬁl by other hearings
in December 1956, November 1957, and, with a special emphasis on
energy resources, in November 1959. The plans of the subcommittee
for the coming year involve, first of all, a directive to the staff, acting
under the guidance of the chairman, to solicit, through a questionnaire
or other means, information as to developments during the interim
since carlier hearings, from the persons or organizations who appeared
at these previous hearings. The objective will be essentially that of
bringing the previous hearings up to date and getiing the views of
labor leaders, businessmen, and engineering experts as to the problems
of automation and technological ehange in the light of developments
during the interim.
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" The results of this inquiry will, it is believed, give the subcommittee
a 80lid foundation upon which to judge what further needs to be done
for- kespmg the Congress informed and keep the subcommittee in &
position to make recommendations for policy if the broad-gaged
objectives of the Employment Act of 1946 are to be met.

urther study of enerqy resources.—The hearings of our Subcommittee
on Automation and Energy Resources, under the chairmanship of
Representative Wright Patman, studied the possible conflicting
relationship and the question of whether there was lack of integration
of Government policy upon this important element in our economic
health and growth.

While the subcommittee concluded that there was no present
occasion for concern about an early shortage in the energy sources
necessary to sustain growth, testimony convinced the subcommittee
of the desirability of further study. There has been substantial
government intervention at both the State and Federal lavel . The
variety and extent of government regulation, coupled with a complex
of relationships, needs considerable study. The partial regulation of
natural gas prices and transmission, interstate and intrastate; the
insulation of domestic oil prices from foreign competition through
import controls; production controls on oil and gas; the direct and
indirect subsidies being given to atomic commercial energy; and the
division of regulatory responsibility among a number of agencies all
suggest the desirability of further careful scrutiny to make sure that
the Government itself by its policies is not adding unnecessarily to the
economic complexities and uncertainties.

The subcommittec’s immediate focus for pursuing the inquiry into
the adequacy of energy resources will accordingly be directed largely
to a consideration og this division of regulative respomsibility as a
case study in the relationship of government to the elements involved
in promoting maximum employment, production, and purchasing
power.

SUBCOMMITTEE ON DEFENSE PROCUREMENT

Study of the tmpact of defense procurement—The immediate plans
of the subcommittee call for completion by the staff of their report
«0 the subeominittee on the “Impact of Delense Procurement.” The
»tafl will also compile for presentation in the printed hearings, various
tabulations and analyses requested during the hearings,

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



SUPPLEMENTAL VIEWS OF REPRESENTATIVE WRIGHT
PATMAN

The committee’s report is, on the whole, 2 good one, Manifestly,
it is an extremely important document, because it points the way to
solutions of some of the gravest problems of our times. Yet there
are several points on which the report leaves me dissatisfied. Be it
said, however, that my dissatisfaction is over matters which have
been omitted, or only incompletely considered, more than with the
findings which have been made and solutions which have been

suggested,
TAXES

The committee’s report gives first and foremost attention, as it
properly should, to the central problem of our time. This is to find
a reasonable and promising policy of government to be substituted
for the unsuccessful policy of manipulating credit and interest rates
in an effort to achieve a gesirable d?agree of stability and progress in
the Nation’s economic affairs, such as is described in the Employment
Actof 1946. The committee’s report does an adequate job of pointing
out the unwisdom of relying upon “monetary policies” for this purpose.
Indeed, the committee’s report leaves no question that these policies
have created great injustices and are leading to certain disaster.

As an alternative way of achieving when the tight money and high
interest policy has failed to achieve, the committee recommends the
use of fiscal policies, particularly flexible tax rates. I agree that thisis
a most promising suggestion. Yet it is on this subject of taxation that
the ecommittee’s considerations seem most incomplete. The com-
mittec has not really explored the tax structure,

Furthermore, while it recommends several specific changes in the tax
laws, seemingly of a random sort, it has not suggested any specific way
for achieving the flexibility in tax rates whicﬁ constitutes its central
program. for maintaining economic stability, This omission is unfor-
tunate in all respects. Members of Congress are not given sufficient
specificity by which they may appraise the program being recom-
mended. Furthermore, some specifications are necessary to make
the program politically salable, and this is & matter of no small
importance, Kny program the committee recommends, no matter
how manifestly sound it may be, must be sold, pelitically, in competi-
tion with a quite formidable sales effort being made on behalf of the
tight money and high interest policy. The vested interests supporting
this policy have much at stake, and the commercial media of
communications are highly resistant to carrying any word or fact
which tends to discredit the policy. Thus, if the committee’s recom-
mendations are to have any practical effect, they must be sufficiently
developed and in a form which the eandidates for national offize can
take directly to the people in the political campaigns this fall.

It would seem to me that a practical and understandable program to
accomplish the committee's recommendations must take account of

the following:
51504—80——3 »
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First, let us consider the primary emphasis in the committee’s
recommended policy, which is on reducing tax rates, temporarily,
when the first signs of recession appear. If tax reductions are to be
effective in combating recessions, such reductions must be made
promptly, which means that decisions must be reached more quickly
than the legislative processes normally permit. This being true, I
would urge that the Congress enact general legislation giving the
President discretionary powers to reduce the tax rates on the incomes
of individuals by a uniform percentage, whenever he finds that
recessionary tendencies are developing.

But what of the opposite problem? What are to be the means of
restaining inflationary pressures in boom periods? The committee’s
report has taken the position that substantial reductions should be
made in the public debt at such times, and that such reductions
would provide both effective and just restraints against monetary
inflation. With this T agree. But nothing is said of raising tax rates
beyond present levels in order to accomplish substantial reductions in
the public debt. Clearly, however, such increases would be necessary
for substantial debt reductions in such times as at the present, unless
there are to be reductions either in essential public services or our
defense preparations. The committee does not recommend the latter,
nor would I.

Proposals for increased taxes are, of course, never very popular,
Yet it seems to me that the American people would readily under-
stand the advantages of such a proposal if these facts were made
clear to them:

First, they are already paying an anti-inflationary tax. At least
they are paying what is for all practical purposes & tax—in the form of
high interest rates—on the theory that this helps to check inflation.
The theory has not been able to stand up under examination; but as
to the fact of the ‘‘tax,’” there is no question. At times this ‘“‘tax”
is half hidden, that is true, but it is reaching very far into the pocket-
books of all excopt the very wealthy.

Second, the high interest “tax’” which we all pay to combaf in-
flation has very bad effects and it does not accomplish the good
effects which are claimed for it. The bad effects are these:

(@) High interest is & tax not on the fruits of economic activity
but a tax on economic activity itself. As the committec’s report
clearly points out, the high interest and tight money policy causes
unemployment, causes nonuse of productive capacity, and retards
the Nation’s economic growth. }i‘his is bad from the standpoint
of our present and future ranking among the mations of the
world, even if we felt that we are already so comfortably situated
that we do not need to produce more of the material things of
life. The Russian economy has been growing, in recent years,
at a rate almost three times as fast as our growth.

(b) The high interest ‘“tax’ is a regressive tax. The burden of
it falls not on those most able to pay, but upon those least able
to pay. Tt thus cuts down on the consumption of the goods and
services which the Nation already has the capacity to produce.

* (e) Finally, the income from the high interest ‘“tax” is not

. going to pay off any of the Federal debt. It is only going to

fatten the incomes of the financial corporations and the wealthy
families, Actually, the high interest rates arc adding to the
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Federal debt. They are increasing the Treasury’s cost of meet-
ing interest charges so greatly that the Treasury is going more
into debt to meet the interest charges. :

It should be clear by now that I am not suggesting that the American
people be offered @ proposal that they carry an increased burden.
On the contrary, I am suggesting that they be offered a proposal that
they pay more in taxes in prosperous times, and pay less in direct and
indirect interest charges, These interest charges actually amount to
a great deal more than we would need to pay in taxes in order to make
substantial reductions in the debt and to provide a much better re-
straint against inflation than the high-interest program provides.

In other words, I am suggesting that the President be given also the
power to raise tax rates on individual incomes, uniformly, and at his
discretion, as a means of combating inflation.

In order to assure that the American people would not be subjected
to both high interest and increased tax rates, however, other legislation
would be necess to fix the responsibility of the Federal Reserve
System, and 1 shﬁydiscuss this at a later point. So muech for my ideas
on a specific program for providing the flexibility in tax rates which the
commitiee has recommended as an alternative to the high-interest
and tight-money policy.

As to the specific recommendations which the committee report
makes to correct tax inequities, however, I feel that this subject of
tax inequities has not been sufficiently considered. To illustrate, the
committee’s report recommends repealing the dividend-received
credit and exclusion provision, but, it is silent on the notorious ways
by which corporate executives and employees escape taxes through
stock option schemes. Similarly, the committee’s report recommends
reductions in depletion allowances for oil and gas, apparently only for
the reason that large amounts of money are involved, without con-
sidering the practical consequences of the depletion allowances on all
the other commodities and resources for which such allowances are
provided,

Finally, in order to recommend a program for correcting tax
inequalities, I believe that the committee would need to consider first
and foremost the impact of Federal taxes on our business structure.
There is a great deaf)of evidence which suggests that the giant cor~
porations are in reality bearing little or none of the tax burden, while
the smaller and more competitive business. firms are, on the other
hand, being taxed out of existence. If I am right about this, the
Federal tax structure, more than any other factor, is bringing about
the concentration of business which the committee deplores, and
bringing about the breakdown of the competitive price system which
the committee sees as the principal cause of the so-called inflation.

NEED TO PUT THE FEDERAL RESERVE’'S HOUSE IN ORDER

The committee’s report strongly recommends that the Federal
Reserve adopt a less restrictive credit policy. It also makes a num-
ber of good recommendations for changes in Federal Reserve prac-
tices which would also have the effect of reducing interest rates.
These are in addition to its recommendations for ‘“fexible” tax
rates, which, as I have discussed, seems to require an assurance that
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the American people will not be burdened with both high taxes and
bigh interest rates. Yet there are no recommendations for legislation
which would assure that the Federal Reserve will not go its own
determined way, without respect to what the American people may
wish or the Congress may recommend.

The Federal l%eserve authorities have assumed a posture of “'inde-
pendence” from the rest of the Government. Further, the President
and other administration officials have lent support to the ides that
this agency is beyond the reach of the voice of the people.

Most of the confusion arises from the fact that the member banks
of the Federal Reserve System have invested a relatively small amount
of money in what is called “stock’” in the Federal Reserve banks.
This has lead many bankers to believe that they own the Federal
Reserve System. Consequently, it has led the banking community
to urge policies which are based on the premise that the Federal
Reserve System should be operated in ways that produce maximum
profits for its alleged ‘“‘owners’’—the banks.

This has led to confusion all avound. The Federal Reserve banks
themselves write letters o the public and distribute expensive booklets
which say in one way or anotger that the Federal Reserve banks are
not ‘“‘owned” by the Government, that their employees are not Govern-
ment employees, and, boastfully, that the Federal Reserve banks
receive no support from the Government.

The Federal Reserve banks are not owned by the private banks,
They are owned by the Government of the United States. The
so-called “stock” in the regional banks is not stock in any normal
sense of the term. As the law makes clear, 1t cannot be transferred,
sold, traded, purchased voluntarily, or used as collateral. It does not
represent an equity in undistributed profits, carry voting rights, or
share (beyond a fixed 6 percent) in profits.

The funds which have been invested by the banks in this so-called
¢stock” should be repaid, and this so-called “stock” should be can-
celed. Only approximately $390 million has been invested in this
“gtock” and this is a pittance compared to the assets of the Federal
Reserve System. It has no need whatever for the money. Repaying
it would, therefore, save the U.S. Treasury an unnecessary interest
charge of 6 percent per annum or about $24 million a year. And
most important of all, canceling the “stock” would remove the basis
of confusion concerning the “ownership,” and hence clarify the
Faderal Reserve’s responsibility for determining credit and interest
policies for the whole economy.

In the interest of further fixing political responsibility for the
Federal Reserve System’s political decisions, the Federal Open Market
Committee should be abolished and its duties transferred to a board
or a committee composed entirely of members appointed by the Presi-
dent and confirmed by the Benate,

At present the top policymaking body of the Federal Reserve System
iz not the Board of Governors; 1t is the Federal Open Market Com-
mittee. And 5 of the members of this 12-man Committes are
selected by representatives of the private banks. Manifestly, the

rivate banks should not be permitted to select members of a public
Eody'which is to determine credit and interest-rate policies, The pri-
vate banks have too much private interest in the policies to be
determined.
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There are several other long overdue reforms in the Federal Reserve
Bystem which, when made, will save unnecessary expenses and reduce
the System’s burden on the taxpayers. These require legislation,
either to make the reforms possible or to make them likely. %‘hey are
as follows: ' '

(1) The Federal Reserve System should be required to submit to
annual audits and to the normal audit control of the Comptrolier Gen-
eral of the United States. The System receives its income—or sub-
stantially all of its income—in the form of interest payments from
the U.S. Treasury on the huge amount of U.S. bonds and other obliga-
tions which the System is holding. This prevides an income vastly
in excess of what the System needs for all purposes. The System pays
its expenses out of this income—most of which are in¢urred in provid-
ing free services to the private banks—and then it returns what
remains to the Treasury. At least the System returns 90 percent of
what remains; it puts the other 10 percent in “surplus” funds.

In the process of meeting expenses, however, the Federal Reserve
banks assume a strange variety of expenses, and, in general, they
spend the taxpayers’ money in a generous and freehanded way.
The unusual expenses include such things as providing free office
space for private associations, paying “dues’” in private associations,
meeting banquet and entertainment expenses, handing out “‘gifts” to
nonbank employees, and paying for the college educations of youths
who may or may not become bank employees. S

The Federal %,eserve authorities have tried to defend such free-
handed spending of public funds on the ground that these are cus-
tomary practices of business firms in the areas where the banks operate.
Yet the Federal Reserve banks have no more right to spend public
funds in these ways than the local post offices have a right to spend
public funds for such purposes. A proper audit by the General
Accounting Office would promptly put a stop to such improper
expenditures. It would, moreover, provide a check and a safeguard
on the possibility of mishandling of billions of dollars of Governinent
funds and Government securities. :

(2) At least $15 billion of U.S. Government securities which the
Federal Reserve System is holding should be returned to the Treasury
for cancellation. In order to put to rest the argument that such a
transfer of assets from one Government agency to another would put
the Government’s “books out of balance” and thus “bankrupt’”’ the
Government, I have proposed that the Secretary of the Treasury issue
to the Federal Reserve, in exchange for these interest-bearing obliga-
tions, a non-interest-bearing, nontransferable note payable on de-
mand. This would keep the books in balance.

Cancelling $15 billion of the approximate $27 billion of Government
securities which the Federal Reserve now holds would make it un-
necessary for the Treasury to pay interest charges on this amount of
debt in the first place. It would thus enable the Treasury to operats
on & lower level of debt, which would mean less cost to the taxpayers
in interest charges.

Canceling $15 billion of the Federal Reserve's securities would
serve another good purpose, in that it would safeguard against the
possibility that the Federal Reserve System may transfer a substan-
tial share of its holdings of Government securities, on a cost-free basis,
to the private banks.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



34 1960 JOINT ECONOMIC REPORT

Early in 1957, the American Bankers Association made a “‘report”
to the Board of Governors of the Federal Reserve System recommend-
ing a program whereby the Federal Reserve would transfer to the
private banks approximately $16.8 billion of U.8. Government securi-
ties by mid-1961. The proposed transfer was to be made up of $9.8
billion of securities which the Federal Reserve already held at mid-
1956,  plus another $7 billion which it was expected to acquire by
mid-1961, in order to provide for the normal increase in the money
supply, assuming that no part of the American Bankers Association
program was accepted. The proposal, in a nutshell, was that the
Federal Reserve issue regulations reducing reserve requirements of the
member banks, and, simultaneously, “‘sell’’ its securities in the amounts
suggested. This would have meant that the Federal Reserve would
“sell” its securities in the open market at the same time it was giving
the member banks the power to create the money needed to “‘pur-
chase’” the securities. The Federal Reserve authortties smiled favor-
ably on this proposal and recommended legistation by which it could
have been carmed out—all of which suggests that an additional
safeguard would not be out of order.

(3) Funds being held in the Federal Reserve's surplus account and
in 1ts “‘other capital account’ should be returned to the Treasury, so
that they may be used for debt. reduction. The Federal Reserve
System has no more need for carrying surples funds, either in a sur-
plus account or in an “other capital” account, than does the Post
Office Department—in fact, considerably less so. At the end of 1958,
these items amounted to more than $1.1 billion.

Neither item serves any purpose other than to help preserve the
fiction that the Federal Reserve System is a private business organi-
zation and should, therefore, make public reports which show it in a
favorable “surplus’’ position, such as is expected of successful private
business organizations,

The System’s authorities themselves recognize this, Since the end
of 1959 they have “voluntarily’ transferred a part—$266 million—of
these unneeded surplus earnings to the Treasury Department,

TAX-EXEMPT STATUS FOR SECURITIER BHOULD BE ELIMINATED

The haven for tax avoidance which tax exempt securities provide
and the consequent loss of revenue to the Federal Government have
been neglected far too long. This committee should undertake on its
own part, or at least encourage and recommend to other committees,
that a study should be made of the alleged savings to State and local
governments from the tax exempt privilege.

It seems likely that the supposed saving in interest cost to local
overnments actually does not compensate, under today’s conditions,
or the tax loss suffered by all taxing jurisdictions taken collectively.

Until we have the facts which such a study would bring out, there is
of course a natural reluctance on the part of the local governments to
give up the tax exempt feature. )

The immunity of State and municipal securities from Federal
taxation, it will be remembered, is not an express provision of the
Constitution. It has, indeed, become 1 scrious problem only in com-
paratively recent times. The large and increasing amount of State
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and municipal bonds outstanding coupled with high Federal tax rates
on corporations and high marginal rates on individual income have
made it an increasingly serious tax loophole.

An example of questionable situations which arise in permitting the
continuance of this tax exempt feature is illustrated by the case of the
commercial banks. They now own approximately $17 billion of tax-
free obligations purchased with *“money’ which the commercial banks
literally created out of nothing, under our fractional reserve banking
system.
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SUPPLEMENTAL VIEWS OF SENATOR JOSEPH C.
O'MAHONEY

If it be true, as cannot realistically be denied, thet the natural
regources of the United States have not been exhausted, and that the
skills of the inhabitants of the country as well as available and poten-
tial technological facilities are likewise still at hand, we can promote
economic growth and economic growth is our greatest goal.

Despite all the complaceney that is encouraged among our people,
we cannot possibly carry the burdens which world leadership imposes
upon our shoulders unless we immediately make up our minds to
establish a new high record of economic expansion It will be destruc-
tive of all our hopes and of humanity’s needs if we allow our eyes to
be blinded and our comprehension to be dulled by the false ery of
“Peace and Prosperity.”

We do not enjoy peace and prosperity. Instead of peace we are
preparing for an imminent nuclear war that could mean the suicide of
mankind.

In our foolish and exaggerated estimate of our industrial capabili-
ties, confidently imagining that, having won two world wars, no people
or combination of peoples could come within hailing distance of our
prowess, we have allowed the totalitarian Russians, whom we regarded
ag a backward people, to take the lead in the production of missiles
and the exploration of space. Under the leadership of the President,
we seem tempted to brush the missile gap aside and conscle ourselves
with the thought that Soviet Russia has no intention to use the missiles
it has produced. There can be no safety for our people in building our
policy on anything less than bald facts which cannot be denied.

Among the facts which we know are these:

1, We are living in the 20th century with scientific tools which
were beyond imagination 50 years ago.

2. Qurs is a government founded upon what the authors of the
Declaration of Independence called certain inalienable rights of
men which they had received from their Creator.

3. This Government was Instituted upon the principle laid
down in the Declaration that governments among men derive
“their just powers from the consent of the governed.”

4. Tilis overnment is now not only engaged in an arms race
with Soviet Russia but also in an economic struggle which the
dictator of that nation is now waging against us throughout the
whole world. Witness the travelgé. of Eisenhower, Khrushchev,
and Mikoyan.

5. Our military leaders are in disagreement among themselves
as to whether or not we have allowed ourselves to fall into second
place in the arms race. :

6. Economically, we are carrying the greatest public debt in
history, the interest upon which, the President tells us in his
budget message, will in fiscal year 1961 rise $200 million to $9.6
billion, a payment which, he tells us, will “represent 12 percent
of budget expenditures,”
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7. In his Economiec Report, the President tells us that the aver-
age maturity of the public debt had fallen to 4 years and 4 months
at the end of December 1959 (p. 43) and, in recognitton of this fact,
has requested the Congress to remove the ceiling on Federal
gecurities with maturities longer than § years, '

8. Facing this fiscal problem, the President has requested
Congress to authorize the expenditure in 1961 of over $4 billion
for foreign aid, military and economie, on the ground that for our
own security we must provide the weapons of war to peoples who
cannot arm themselves, and o promote the economic status of
underdeveloped peoples who cannot provide for themselves and
who are not receiving economic aid from our Western allics but,
gome of whom are being offered economie aid by Soviet Russia.

To my mind, this array of facts leaves us with only one conclusion;
namely, that even if Dictator Khrushehev has no intention of using
his capabilities to launch a military attack upon us, 1t is our primary
duty now to advance our own econoiniec position. The United States
cannot carry the international burden which it has assumed unless it
deliberately and consciously launches a program to promote its
economic status as a nation and the economic status of the people
who constitute the rank and file of our population.

This we cannot do by a poliey of drift or by acting as though we
were not living in the middle of the 20th century.

We must recognize that we are living in a new era and that the
Congress must exercise the power vested in it by article I, section 8, of
the Constitution to regulate commerce with foreign nations, and
amon% the several States, Our commerce is not being regulated
suitably to the new era but according to the habits and forms into
which we fell in years gone by when the bulk of our commerce was
carried en by individuaig

Now individuals exercise little or no power over the commerce on
which our economy is based. Far from that, it is dominated by the
concentrated corporations created by the States from which the
Constitution took the power to regulate interstate and international
commerce.,

That this concentration of economic power is the greatest obstacle
to a free government based on the consent of the governed is well
recognized both by the President in his Economic Report and by the
Joint Economic Committee in its report, for both the legislative and
executive branches of the Government recognize that the merger of
gigantic corporations promotes the concentration of economic power
in private hands. In the face of this fact, Congress has not yet passed
the little bill which has heen pending before the Senate for three
Congresses, endorsed by President Eisenbower and the Department
of Justice, to require corporations to give premerger notice to the
Government.

It is folly to think that the Government can solve the economic
problem by which it is confronted so long as it fails to establish national
standards of responsibility and power for the gigantic corporations
which are, in fact, collective economic states and which have taken
over the real regulation of our national commerce.
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MINORITY VIEWS

We regret that again the majority in its choice of language in setting
forth its views on the President’s Ficonomic Report for 1960 has made
it impossible for the minority to join in the areas where there is agree-
ment and to peint up clearly where there are fundamental disagree~
ments. Wo believe that one of the purposes of a committee report
should be to bring out fairly where there are honest areas of disagree-
ment and as clearly as possible pinpoint the different assumptions of
fact or argument that bring about this disagreement.

We believe that the programs outlined in the President’s Jiconomic
Report, set forth in the appendix to those views, will achieve reason=
ably the objectives of the Employment Act in 1860. On this point
we are in basic disagreement with the majority’s views.

THE DEFENSE BUDGET

We believe that decisions about the volume and character of defense
procurement should be made on the basis of judgments about the
Nation’s long-term military needs. They should be separated from
shortrun budgetary considerations. On this point we and the
majority are in agreement with the President’s view. '

We decry the insidious manner in which the majority throughout
its report tries to create the impression that the President has at any
time, and particularly in the 1960 Economic Report, held to a different
viewpolnt.

Let the majority disagree, inexpert in this field by their own admis-
sion, with the President on whether his judgment is correct about the
adequate provision for the Nation’s long-term military needs if the
wish, but there lies the issue, if any, not in the O{jectives. "Wg
belisve that if more needs to be done in defense it can be done without
endangering our economy, if proper policies are followed. On this
point we and the majority are In agreement with the President,
although we believe there is considerable disagreement between the
majority and the minority over what qualify as “proper policies.”

ECONOMIC GROWTH

We disagree with the majority’s conclusion—which they rea,ch:c?,
it is alleged, as a result of the committee’s recent comprehensive in-
vestigation of employment, growth, and price levels—that there was
a ‘“‘slow rate’” of growth in the economy in ““the recent past.” We
again call attention to the inexcusable juggling of economic figures
on the part of the majority in its recent report to try to picture a slow
rate of economic growth as measured in GNP during the Eisenhower
administration. Taking the period 1954 projected through 1960,
using the figure of $510 billion GNP for 1960, the growth rate was
3.6 percent per year, substantially above the historic annual average
of 3 percent. 'This period is at least a little more comparable to the
period 1947-53 which the majority selected arbitrarily to demonstrate
the growth under part of President Truman’s years of part-time
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peacetime economy. If the majority insists on continuing its now-
discredited “numbers game,” tﬂw should be reminded that from
1945 to 1946, the economy showed a loss in growth of minus 10 per-
cent, and losses in growth for the succeeding 3 years, measured from
1945. Actually, in comparing periods in which the Nation is at peace,
years of war, such as 1945, should be excluded. Similarly, the years
1950-53 should be excluded from any attempts to judge economic
growth, maximum employment, or price stability mn a peacetime
economy inasmuch as these are Korean war years.

The majority by its constant disregard of the differences between a
wartime and peacetime economy is certainly courting the charge that
it cannot distinguish between war and peace.

It is well to remind the majority that the great depression of the
1930’'s was overcome by the United States becoming the “arsenal of
democracy’”’ and moving into World War II rather than through any
peacetime economic policies of the New Deal., This should make
thein more cautious in trying to apply their depression economics to
the problems of the 1960s.

e agree with the majority that we should strive to better our
rate of growth, but we would warn them and all our citizens to beware
of engaging in a numbers game based upon GNP as an accurate meas-
ure of economic growth. Indeed, as our committee studies forcefull
revealed, GNP is a very limited measuring device of sound economic
growth, particularly short-range GNP figures. Such items as regearch
and development, education, increased eonsumer choice, and leisure
time from which spring future sound economic growth, do net show
up very strongly in GNP figures while underdeveloped nations con-
centrating uﬁon increasing their physical capital plant from moderate
beginnings show startling GNP percentage increases during their ma-
furing period.

COSTS OF GROWTH

Furthermore, we point out that rapid technological advancement
(real economic growth) brings in its wake increased frictional unem-
ployment. It also brings in its wake increased real costs resulting
from obsolescence of human skills and machinery and from the recoup-
ment of the funds invested in the research and development which has
enabled the growth to come about.® We have an example in the in-
creased frictional unemployment in our rural areas today which
resulted from the extraordinary technological advancement and eco-
nomie growth in American agriculture. Do we indeed want to in-
crease the already rapid rate of economie growth in agriculture until
we have been able to cope with the frictional unemployment which
hag been created? Do we want to increase the already rapid rate of
technological growth rate in the field of drugs and hospitalization
until we have been able to cope with the cost problems which already
confront our citizens because of the rapid growth?

Furthermore, as we advance further in technological economic
growth the capital investment required to provide jobs for our people
increases rapidly (this is aside from the training costs involved in
preparing the worker for the new job). Testimony before our com-

! Benator Javits notes as follows: “I do not helieve, nor do T think the minority intends to imply, that any
substantial amount of unemple; t-—Aricticnal or otherwise—iz an inevitable concomitant of our eeo-
nomic system. That amount of unemployment which will exist under full empleyment conditions due to
technological edvances must be eovered by such provision that the workers concerned will be protected
against being dizsadvantaged by unemployment over which they have no contrel.  If such unem'ployment
ig 8 necedsary characteristic of our privats economy, it must not ke at 1be expense of the worker.'
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mittee reveals that today $16,000 of capital investment is required
per new job. One of the basic factors OF our recent and present un-
employment is the high incidence of unemployment in the unskilled
ancf semiskilled sector of our work force and the strangely concomitant
labor shortege in many of the skilled areas. Also to be noted is the
increasing switch from blue collar to white collar worker in the man-
ufacturing sector of employment, indieating & demand for new skills
as we move ahead technologically.

MORE RELIANCE ON FISCAL POLICY

We believe that in the interests of a higher rate of growth we must
place greater reliance on fiscal policy. This includes larger budget
surpluses in prosperous periods than we have had and a tax structure
which is more equitable and less & deterrent to growth. We also
believe there is continually room for re-ordering some of the priorities
in Federal expenditures programs to provide the progress which
stimulate growth and to cut gba,ck and eliminate those programs or
subsidies which support inefficiency in the economy. On these points
we and the majority agree substantiallv with the President’s report,
However, there are obviously substantial disagreements between the
majority and the minority about what constitutes “equity’’ in taxation
and in evaluating Federal expenditure programs.

‘Wa believe that if we ha.(f) a more effective fiscal policy along the
lines outlined in the preceding paragraph we could have and should
have a less restrictive monetary policy. We agree that the money
supply should grow in line with real economic growth. On these
points we and the majority are in agreement with the President’s
report.

e believe that within this framework interest rates should be
expected to fluctuate in response to various influences, including the
evenness of growth in total demand, changes in financial institutions
and techniques of business and personal financing, and changes in
the composition of demand for both present and future goods and
services. Attempts to use public policies to prevent or offset these
fluctuations in interest rates will prevent necessary and desirable:
adjustments in the economy. :

oreover, while we agree that the money supply should grow in
line with real economic expansion, we do not agree that an easy money
poliey, of itself, will provide the impetus or the means for economic
growth. Economic growth depends on increasing our productive
capacity; that is, using some ofp today’s resourcesl_nf)r the purpose of
increasing the amount and productivity of resources which will be
available tomorrow. The necessary corollary of increasing the rate
of economic growth without inflation in a hlg%rl employment economy
is increasing the rate of real saving. Accelerating the growth of
the money supply cannot substitute for this increase in the Nation’s
BAVINngZ rate.

Certainly the record in the respect of attaining growth without
inflation through proper management of monetary policy made by
the proponents of the majority’s theory of growth and inflation when
they had the power to implement their theories from 1930 to 1940
and from 1946 to 1952 is a poor ons and should make them question
their own wisdom.
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ERICE STABILITY FOE ECONOMIC GROWTH

In the meajority report we find the same blind approach to price
stability that led them to disaster after World War II. The majority
argueés that, because there has been no recent substantial price increase
and there is now reasonable price stability, no need to worry about
mfation exists. But wisdom requires foresight. Isn't it time the
majority gave credit where credit is due for this administration’s
correctly anticipating and guarding against inflationary forces? The
majority should support the wisdom of the President’s 1960 Economic
Report in continuing to analyze and anticipate inflationary pressures
and to take action to neutralize them.

We believe that it is always proper to reevaluate the philosophy
upon which the U.S. central bank system is based, as interpreted by
the incumbent Federal Reserve Board. The Chairman of the Federal
Reserve Board. Las elearly and consistently stated his. understandi
of thiz philosophy to be to preserve the integrity of the dollar as
constituting the greatest contribution the central bank system could
make o promote economic growth and maximum employment.?
The issue is clear, if the majority wish to dispute it. However, the
majority refuses to draw the issue squarely and by innuendo and
misquotation distorts what it i3. Does the majority believe the
Federal Reserve Board should have other basic objectives than to
preserve the integrity of the dollar? TIf they do, then they should
recommend amending the Federal Reserve Aci to make it elear that
there should be. a different underlying philosophy of the central bank.,
‘This the majority which controls the Congress has failed to do. Fail-
ing honestly to face the issue, the majority should desist from elouding
the issue by the use of innuendo and misrepresentation. The majority
members confuse themselves in the process and to the extent that they
have power to deny the executive department the flexibility it needs
to manage the Federal debt, they damage economic growth, price
stability, and maximum employment.

The keystone to the President’s Economic Report for 1960 as far
as fiscal policy is concerned is the prospective budget surplus. We
are pleased that the majority recognizes this, approves it, and believes
that 2 substantial surplus should%?; achieved. Wae are pleased that
the majority agrees with the basic assumption upon which the surplus
is predicated ;i.e., a prosperous 1960 with a GNP of about $510 bilhion.

e do not know the model which the majority uses in stating-that
an expectant $510 billion GNP for 1960 would be $20 to $30 billion
below the economy’s potential cutput based upon a 4 percent rate of
unemployment, The majority certainly is not contemplating in this
model an increased amount of time devoted to education, to training.
and to research and development, which the President’s report does,
Further, the majority seems to be mesmerized by a peculiar belief
that if the Federal Government does not spend the sums they consider
desirable in a particular area—health, education, research, and de-
velopment, or whatever—there will be no progress or growth in those

1 Seputor Javits notes as follows: ‘I am deeply disguicted about the apperent inability of our credit sup-
Ely to keep %wlth our productivity requirements wheil the United States is operating in such economic

igh gear. ere is bot such wastelulness in productive practices or undue divergion of production to
Inxuries a3 to cause tight credit conditlons, or to d’ustlf_y them. Certainly, for productive purposes like
howe building, transportation, communications, edueation, ete., and for State and municipal government
needs, credit should wwellable on a reasonable basis. I donot agree with the majority that there is some
willful purpese chargeable to the Federul Reserve Board in keeping interest rates high, hut I do belleve
that we toust find the reasons why our system esnnot, consistently with the economie and produective
strength of the American sconomy, refloct it in more reasonsble inferest rates.”
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areas.® It almost seems that the majority ignores the fact that our
society is based upon the private enterprise system. They fail to
appreciate the constant reference in the President’s Economic Report
to what the private, State, and local government sectors of the econ-
omy are doing and are being encouraged to do in these areass in addi-
tion to Federal expenditures. It is one thing to disagree with the
President’s recommendations as to Federal expenditures and his ap-
praisal of what the private, State, and local governmental sectors of
the economy will do in these areas, but it is blindness or dishonest to
say that nothing is planned and nothing will be forthcoming, in the
ﬁe{rds of health, housing, eduecation, welfare, and research and de-
velopment. :
UNEMPLOYMENT '

We agree with the majority in calling attention- to the increasing
rate of unemployment which has occurred after each of the two recent
recessions. This is a serious matter and we regret that the President’s
report did not give more emphasis to an analysis of it. However, the
majorify method of dealing with it is certainly not analytical or objec-
tive. If we are to cope with the problem of unemployment we had
best eschew political partisanship until we know what we are talking
about. In our discussion of growth we have suggested that some part
of prosent-day unemployment is the result of rapid technological
growth. However, this is not a conclusive observation. Nor is
frictional unemployment the total of our unemployment. The
matter needs as thorough a study as possible.* We are convineed that
unemployment in a rapidly growing economy is not solved by mere
increases in yearly GN%. In other words, technological growth does
create jobs but not necessatily in the geographical areas or for the
skills where the same growth has ereated the unemployment. Fur-
thermore, mobility of labor is an important factor in any dynamic
economy and many of the programs advocated by the majority seem
to have a disregard for this factor. It must also be recognized that
any legislation to assist depressed areas must be designed to help
ereate jobs within such areas and not merely to transfer jobs from
one area to another.

The majority states that with “high unemployment’”’ when produe-
tion facilities are used at rates which are significantly below their
maximum efficiency (if this were true), there is no—

merit in the contention that we cannot afferd the progress
needed to make the United States militarily supreme and to
provide the education, research and develogme‘nt activities,
health standards, elimination of poverty and low productivity
in depressed areas, elimination of city blight, and the many
other advances upon which rising living standards in the
United States depend.

Let’s be quite clear no one contends “that we can’t afford the
progress.”’ ‘This kind of childish arrogance of suggesting that anvene

3 Senator Javits notes as follows: I belleve that heslth eare, especially for the aged, the unemrliyad, and
the indigent, i3 urgently in need of support from the Federal Govornmant to make 8 standard of health cara
sufitabie te our standard of living and our national available to these groups. This ¢nnnot be dene
withent such help. I de not belleve that this Inevitably leads to ‘soclalized medicine’ or Government dem-
ination of the doctor-patient relationship. On the contrary, it can he accomplished through cxisting
volunitary cosberetlve health plans, group praetice units and health Insurance plans, with full accommo-
datlon to the private doctor-patient relstion.™

+ Senator Javlts netes his eomments on this problem in footnote 1, 1, 40,
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feels we can’t afford progress is dangerous to the solution of the
problems that must be solved if we are to make orderly progress.

THE BUDGET SﬁRPLUB

~ We belicve that the proposed surplus of $4.2 billion is & low ratio
of surplus to gross national product in 1960. We wish it could be
larger., We question whether the majority are sincere about their
criticism, however. There are two ways to make the surplus larger,
as the majority states: (1) Reordering the priorities in the Federal
éxpenditure program and (2) undertaking urgent reforms in the
Federal revenue system: .

‘With respect to (1) the expenditure side, the majority throughout
their report advocate more, not less, spending. To pay for these
increases the majority suggest cutting expenditures. But their

roposed cuts are in such general terms as to be completely meaning-
ﬁass and unrealistic, For example, the majority refer to the $2
billion to $3 billion savings that could come from implementing the
Hoover Commission recommendations in military procurement and
supply. Yet powerful leaders of the Democratic Party encourage
the parochial aspirations of the three military services, resistin
unification and acceptance of the Hoover Clommission reforms.
few years ago the Democratic Congress cut the heart out of the
administration program to implement the Hoover Commission ree-
ommendations for getting the Military Establishment out of civilian
business-type operations. This was done by requiring approval of
the Armed Services Committee of each House before business-type
installations could be sbandoned. .

" The savings suggested by reduction in business and agricultural
subsidies of $1 billion is unrealistic, The failure to itemize the specific
areas of reduction demonstrates its insincerity.

- What is included in the figure of $865 million, labeled “‘subsidies to
business”? Are the majority afraid to itemize this figure for fear they
will have their own party colleagues jumping on them for suggesting
an elimination of what they regard as worthy projects? Why do they
avold serious discussion of the biggest of all business subsidies—the
sibsidies to commercial farms? Are the subsidies to small business
included in this figure? Undoubtediy so and yet the concluding recom-
meadation of the majority report is this—“special programs to private
small business must be continued and improved.” With one hand the
majority takes it away, with the other they give it back.

losing of most “urgent tax loopholes” to gain $2.5 hillion is
unrealistic in the face of the fact that the Democratic-controlled
Congresses for 6 years now haven’t adopted even the modest tax
reforms coneerning co-ops, savings and loan associations, and mutuals,
and depletion cutoff points suggested by the administration. Further-
more, 18 it realistic of the majority to suggest that under the present
Senate and House leadership the percentage depletion allowance for
oil is going to be changed?
_ The Ways and Means Committee, after holding extensive hearings
this fall with the cooperation of the Treasury Department into broad
internal revenue reform, announced through the chairman that nothing
would be done in 1960. What indeed is the majority referring to
when it says “elimination of the numerous preferential provisions

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



1960 JOINT ECONOMIC REPORT 45

in the estate and gift taxes”? To be realistic there needs to be some
1temuzation,
THE INTEREST RATE CEILING

. The majority state that they oppose the elimination of the 4%
percent statutory ceiling on the rate which may be offered on Federal
Governtuent debt instruments with a maturity of more than 5 years
until certain “reforms’” are effective in fiscal, monetary, and debt
management policies.

Strangely enough the majority have done nothing as a controlling
political party to implement these so-called reforms, except to talk.
Their pollljtica{ party has controlled the last three Congresses and their
political party has made no move to adopt any one of the proposed
reforms. Yet the majority state that “pending” these reforms they
will not do thai which every economist without exception told our
committee should be done; i.e., remove the interest ceiling of 4}
pereent.® With respect to these ‘‘reforms’ relating to the Federal
Reserve it must be emphasized that the Federal Reserve is essentially
a creature of the Congress and not of the executive branch of the
Government. Cengress should act if the majority in Congress believe
the policies should be changed.

We will now mention the “reforms” recommended to the Treasury
Department. The Treasury has on its own initiative been extending
the auction method o test out its feasibility in other than short-term
bills. The Secretary of the Treasury gave a very detailed account of
the progress of this “reform” to our committee.

A second proposed reform ig ironic: ““Agree to gell long-term bonds
in the main when interest rates are low,”” It is ironic because this is
hardly a “pending reform.” Furthermore, the Treasury has pursued
such a policy when it has been possible.

On the “reform” to institute a system of callable bonds, the ma-
jority blithely ignores the history of the use of callable bonds and the
problems invelved in their use. The Treasury now has the authority
to issue eallable bonds and certainly would use this method if the
climate were such that it was feasible. It is interesting to note that
the majority makes no attempt to demonstrate that the climate i
suited for issuing callables at this time.

The other “reform,” i.e., “avoid seeking advice on new issues from
organized groups of their customers nglo are interested parties,”
shows such ignorance of marketplace buying and selling as to warrant
raising the question whether the majority really believe in the private
enterprise (free market) system of economics.

Any prudent person oﬂyt;!;'ing new issues of securities, like any pro-
ducer of merchandise seeking to sell a new product, would be ex-
tremely neghgent if he did not sound out his market and appraise it
by discussions with those engaged in it. Under this and previous
administrations, the Treasury has wisely sought the most competent
and responsible advice in connection with its debt management, and
we urge that it continue to do so. Moreover, it is a distortion of fact
to imply that the Treasury seeks advice only from its ‘“customers,”
when it consults many sources in the financial community in seeking
to gage its market.

¥ Benator Javite notes that he canmot aceept the minorlty's views with respect to this issne, and calls atten-
%cl)g bo”the dlscussion of this problem of interest rateg on long-term Government bends In his “ Additional
Ws.
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THE INTEREST RATE. CEILING

It would be well if the majority presented their arguments for what
they are worth honestly instead of trying to win a point through
slanted verbiage. Just what the majority is trying to advise, if
anything, is hard to understand. '

Now to the real issues involved in the failure to remove the interest
ceiling on long-term securities.

1. The Federal Government has had to pay unnecessary interest
inasmuch as there is no ceiling on securities under 5 years’ maturity
and the Federal Government, unable to sell long-term bonds for less
than 414 percent coupons, has had to pay higher than 5 percent in the
short-term market.

2. Far from lengthening the maturities of the Federal debt, as all
experts advocate, the debt maturity has been further shortened for
the obvious reason that the long-term debt which matures constantly
is refinanced through the sale of short-term securities.

3. Interest rates which the general public pays have been forced up
beyond what they should have been. The general public, concerned
as it is with consumer credit, farmer and small business borrowing,
money to meet payrolls, ete., goes into the short-term market to meet
these needs. This is the very market into which the majority’s
stiff-necked policy has forced the Federal Government. As Secretary
Anderson testified before our committee, the Treasury has been forced
to .compete “‘primerily "in the fleld where millions of little people
borrow their money.” Moreover, as Mr. Anderson further testified,
“home building is hurt badly by the ceiling and will be hurt worse—
because the builders will find it increasingly difficult to obtain con-
struction loans, which are. short-term,” and the supply of mortgage
money available to home buyers is being depleted because lenders are
finding short-term investments more attractive.

4. Not only have interest rates in the shori-term money market
been forced up, even more serious, money in the short-term market
has become “tighter” because there is not enough money to meet
the excessive demand caused by Federal Government borrowings.
Some people are just going without., Nor will printing press money
really solve money “tightness.”” It will devalue the money already
in circulation and not give it to those who need it.

" 5. Long-term Government bonds are presently yielding over 4.25

ercent though their coupons may bear only 21 percent interest.
%his is because they are being bought and sold on the market at a
discount. The Government collects taxes only on the interest de-
rived from discount at capitel gain rates. If the discounted 234 percent
bonds, purchased for $96.25, are exchanged for bonds with coupons
bearing 4.76 percent coupons, for example (the same security ss far
as the holder of the discounted bond is concerned), the Federal
Government would collact taxes on the interest at the full tax rate,
not the capital gains tax rate.

6. Bonds bought at discount even an hour before the death of a
wealthy person can be turned in for face value to pay Federal estate
taxes.

These two tax features are pointed out simply to demonstrate, if
it needs further demonstration, how the rich get richer and the poor
get poorer when Congress forces the Treasury to be fiscally unsound
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in the management of its affairs. When the majority profess to be
holding to their policy of denying the Treasury adequate measures
to manage the public debt in the name of low interest rates and
plentiful money and in the name of the little man they are indeed
being profane.

THE UNITED STATES IN THE WORLD ECONOMY

There should be some reference to the effect of world economics
upon the U.S. economy. There is no realism in trying to maintain
a position of economic isolationism. Yet the majority’s monetary
and fiscal policy seems to be based upon just such an unreal concept.
Today the United States is to a large degree the world’s banker and
how we run our monetary and fiscal affairs both affects and is affected
by the econornies of other nations. Interest rates and the value of
the. daollgr follow economic laws operating worldwide. The impact
of these sconomic laws upon our domestic economy can no longer be
disregarded, if it ever could be.

We are convinced that our economic health becomes more closely
related to the economic health of other nations each year. We believe
equitable international trade, utilizing the free marketplace as much
as possible, is the best institution for promoting our own and other
nations’ economic welfare, Qur foreign economie policy: should foi-
low the philosophy of trade, not aid, wherever possible, and when
aid is resorted to, loans not grants, wherever possible.® In tariff nego-
tiations, our representatives must place increasing emphasis upon the
principle of reciprocity and the removal of unwarranted discrimina-
tions against American goods. We believe the President has followed
this philosophy in & reasonable manner in his programs.

THE ROAD TO ECONOMIC GROWTH

One final point needs to be made. Our private enterprise system
needs to encourage more initiative and meore thrift in our citizenry if
we are to have increased economic growth.

The greatest expression of thrift and initiative is gathering together
risk capital and putting it to work. For vears now, instead of en-
couraging risk capital through a’differential in our tax system we
have been discouraging it and encouraging other types of financing,
The earnings from risk capital are taxed twice—once when the cor-
poration earns it; then when the corporation pays it to the stock-
holders, as the stockholder pays & Federal income tax on the same
earning. KEarnings from bonds and borrowed money escape the 52
percent corporate tax because interest paid is a deduetible item.
Retained corporate earnings, on the other hand, escape the full
impact of the ordinary personal income tax and at most are taxed at
capital gains rates.

he corporate form of doing business if it finances through real
risk capital—that is, new stock issues—has to compete with another
form of doing business—the big cooperative—which pays, if at all,
only one tax. 'The big co-op is not an example of the use of real risk

capital,
1 Senator Javits notes as follows: I do not see any reason for reluctance, or ‘last regort,” in using aid az an

instrument of foreign economic policy, but consider it rather a basis in many cases for healthy economic
development where s foundation for private economic growth can only be laid by forelgn eid.”
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. The stock dividend credit which the majority report singles out as
as example of a “loophole’” is just the reverse. ' The real loophole is
the favored treatment given the other forms of investment. The
stock dividend credit is a very incomplete and modest attempt to
equalize the incidence of taxation on risk capitel. Far from being
a break to the investing public, it would cost the investing public
mors if their investments were in new capital stocks rather than in
bonds, loans, or capital stock which splits through retained earnings.
Far from helping the wealthy citizen, the stock dividend credit is the
one small thing 1n our tax laws that encourages the new small growth
companies to expand.

If the majority mean business about encouraging economic growth
they should support policies that encourage thrift and initiative.
The President’s report is replete with recommendsations which would
further both thrift and initiative. The majority report, on the other
hand, is replete with proposals that would put further dampers on
these two important human motives.

SENATE

Prescorr Buss,
Jory MazsraLL BUTLER,
Jacor K. Javrrs,

HOUSE OF REPREBENTATIVES .

Traomas B. Cunrmis,
CrarencE E. KiLBUrN,
Witriam B, WipNaLL.
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APPENDIX TO MINORITY VIEWS

LBGISLATIVE RECOMMENDATIONS IN THE JaNUARY 1960 EconNomic
RErorT OF THE PRESIDENT

I. Federal finances:
{a) Revenues (p. 55):

1. Extend the corporate income tax at the present rate
for another year.

2. Postpone for an additional year the reduction of
excise taxes on salcohol, tobacco, automobiles
automobile parts, and accessories now scheduled
for June 30, 1960.

3. Postpone for a year the repeal of the tax on local
telI:aphone service and the reduction of the tex on
transportation of persons, scheduled for June 30,
1960,

4, Amend tax laws applicable to cooperatives.

5. Preclude unintend?ad and excessive depletion allow-
ances for mineral products.

6. Tax as ordinary income any gain realized by the sale
of depreciable personal property used in business
to the extent of the depreciation deductions previ-
ously taken on the property.

7. Defer the taxation of income earned in less devel-
oped countries of the world.

8. Increase the aviation fuel tax to 4}{ cents per gallon
and impose a tax of 4} cents per gallon on jet fuel.

9. Increase the highway fuel tax Ey ¥ cent per gallon
and continue the tax at 414 cents per gallon until
June 30, 1964.

10. Provide for an adjustment of postal rates as previ-
ously recommended to reduce the deficit on postal
_ operations by about $550 million.
(5) "Debt management {p. 55):

1. Remove the 4} percent ceiling on the interest rate
which can be paid on U.8. Government securities
with a maturity of more than 5 years.

2. Enaet a temporary debt limit somewhat higher than
the present permanent limit of $285 billion.

TI. Competition (p. 56):
(¢) Require that antitrust agencies be notified when firms of
significant size engaged in interstate commerce propose

to merge.

{6)TAuthorize the Federal Trade Clommission to seek pre-
liminary injunctions in merger cases where a violation
of law is. likely. :

(¢) Strengthen Federal law governing bank mergers accom-
plis%led through the acquisition of assets.

- 48
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(d) Grant the Attorney General power to issue ecivil investi-

gative demands.
ITT. Small business (p. 56):

{a) Amend Small Business Investment Act to provide for
needed flexibility as to the type of securities that may
be purchased.

(b)) Amend the Securities Act of 1933 to increase from
$300,000 to $500,000 the maximum amount of corpo-
rate seeurity issue for which the privilege of simplified
regulation A filings may be accorded.

IV. Agriculture {p. 59}:

(e) Extend through the 1963 crop year authority, which
expires after the 1960 crop year, to bring additional
land into the conservation reserve.

(b) Expand the program by increasing the basic limitation
on the total payments in any calendar ycar from $450
million to $600 million.

(¢} Authorize the Secretary of Agriculture to give special
attention in allocating conservation reserve funds to
those States and regions in which curtailment of pro-
duction of wheat and other surplus eommodities is
consistent with long-range conservation and produc-
tion-adjustment goals,

(d) Provide new obligational authority of $10 million for the
Great Plains conservation program,

(e} The Sugar Act, which expires on December 31, 1960,
should be extended early in the present session,

(f) Extend limitation on price support for certain erops
grown on newly irrigated or drained land.

(¢) Amend the Agricultural Trade Development and Assist-
ance Act of 1954 (Public Law 48) to make more effec-
tive the program of surplus disposal abroad.

(h} Place the loan program of the Farmers Home Adminis-
tration on a revolving-fund basis and make other im-
provements in the laws affecting this activity.

{{) Provide that the Rural Electrification Administration
borrowings from the Treasury would be at an interest
rate not in excesz of the available rate paid by the
Treasury on recently issued long-term marketable
obligations and the REA would charge that rate plus
ime-ﬁfth of 1 percent on future electric and telephone
oans

() Place the Rural Electrification Administration operations
on a revolving-fund basis.

V. Natural resources (p. 60):

{a) Enact legislation establishing & consistent basis on whlch
non-Federal beneficiaries will share the cost of protec-
tion against floods.

(b) Strengthen the enforcement provisions of Federal legisla-
tion for control of water pollution.

(¢) Enact a pending proposal for the preservation of certain
undeveloped shoreline areas for public use.

(d) Enact 2 long-range program to conserve helium gas.

{¢) Authorize contract authority on coal research.
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(f} Enact legislation permitting revision of the fee schedule

for noncompetitive oil and gas leases on public lands.
VI. Education and health (p. 63):

(2) Provide a program of vocational rehabilitation for ex-

servicemen having service-connected disabilities.
VII. Personal security (p. 64):

(¢) Extend Federal-State unemployment insurance system to
employers of one or more persons, to nonprofit institu-
tions, and to Federal instrumentalities that are not now
covered.

(b} Extend Federal-State system to Pucrto Rico.

{¢) Bring the provisions of the District of Columbia unem-
ployment insurance system up to the standard recom-
mended for all States,

(d) Take steps to provide additional funds for administration
of the Federal-State employment security system and
rebuild the Federal Unemployment Aet.

(e} Allow the Secretary of Labor to make necessary interpre-
tations of law and enforce compliance to remedy
serious defects in the legislation enacted in 1958 to
protect private pension and welfare plans,

(f) Extend the coverage of the Fair Labor Standards Act to
several million workers not now receiving its protection.

(g) Revise the outmoded provisions of the 8-hour law apply-
ing to Federal and certain federally assisted censtruc-
tion projects and to carry out the principle of equal
pay for equal work without diserimination because of
SeX.

(k) Establish a statutory commission on equal job opportun-
ities under Government contracts.

VIII. Area assistance (p. 66):

(@) Submit and strengthen aid to areas of persistent unem-
ployment by providing Federal participation and loans
to business econcerns, financial assistance to State and
local development groups, and for technical assistance
to local groups seeking to strengthen their regional
econonties.

IX. Housing and home finaneing {(p. 67):

(¢) Make permanent the Federal Housing Administration’s
program for insurance of home improvement and
modernization loans which expires October 1, 1980,
unless extended.

(5) Place Veterans’ Administration home purchase financing
on the same basis with respect to maximum interest
requirements as FHA programs.

(¢) Adjust maximum permissible interest rates on armed
service housing loans insured by FHA to permit such
loans at rates above the present 47 percent ceiling.

X, Promoting economic growth with price stability {p. 71):

(2) Amend the Employment Act of 1946 to make reasonable

price stability an explicit goal of national economic

policy.
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ADDITIONAL VIEWS OF SENATOR PRESCOTT BUSH

I share the minority views expressed elsewhere by my colleagues, bus
wish to state more bluntly and emphatically my objections to the
majority report.

The majority have all but destroyed the Joint Keconomic Com-
mittee’s usefulness by the extrems partisanship of their reports on the
recent study of ““Employment, Growth, and Price Levels’” and on the
President’s 1959 and 1960 Economic Reports. At one time reports
of this committee were entitled to serlous consideration by the
legislative committees of the Congress, by the Executive, and by
professional economists.

That time has passed. The majority has, during the time of my
service on this committee, followed the ‘“party ]ine”glaid down by the
radical wing of the Democratic Party. Their specific recommendations
in this report, particularly in the fields of taxation and appropriations,
will most likely be ignored by the legislative committees which their
own party controls 1n this Congress—and has controlled since 1954,
Instead of a useful guide to public policies, they have written a
campaign document for the 1960 elections.

Were it not for the fact that valuable additions to economic knowl-
edge are often made in papers prepared by contributing economists,
by Government witnesses, and by the ecommittee’s able staff, I would
recommend that the committee be abolished. It fails to discharge its
responsibilities under the Employment Act of 1946.

63
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ADDITIONAL VIEWS OF SENATOR
JOHN MARSHALL BUTLER

L INTRODUCTION

In general, I concur with the minority’s views which I have signed.
In order to develop some points of disagreement more fully, I am sub-
mitting these additional views.

The Joint Economic Committee is required to study the President’s
Economic Report, hold hearings thereon, and present its views to the
Congress by March 1.

On January 20, the President transmitted his report to the Congress,
and the Joint Economic Committee started & series of hearings in
accordance with the Employment Act on February 1. These hearings
lasted for 6 days, and 22 witnesses testified. A list of the witnesses
and the days they testified follows:

Witness
Date of testimony: :
February 1: Louis J. Paradiso, Assistant Director and chief statistician,
Office of Business Feonomices.
Martin R. Gainsbrugh, chief economist, National Industrial
Conference Board.
Dr. George Cline Smith, vice president and chief economist,
F. W. Dodge Corp.
Peter Henle, assistant director of research, AFL~CIO.
George E. Brandow, Pennsylvania State ﬂniversit_v.
Roy L. Reierson, vice president and chief economist, Bankers
Trust Co.
February 2: William McChesney Martin, Jr., Chairman, Board of Gover-
nors of the Federal Reserve System.
Raymond J, Baulnier, Chairman, Council of Economic Advisers.
February 3: Warren L. S8mith, University of Michigan.
Richard A. Musgrave, Johns Hopking University.
February 4: Stanley Ruttenberg, director of research, UAW-AFL~CIO, for
Walter Reuther, president.
Emerson P. Behmidi, Chamber of Commeree of the United
States of America,
February 4: Ralph Robey, economic adviser, Nafional Association of
Manufacturers.
W. E. Hamilton, Farm Bureau Federation,
Angus MeDonald, National Farmers Union.
Herschel D, Newsom, master, the National Grange.
A, Arthur Charous, trustee, Federal Statistics Users' Confer~

endce,
February 5: Robert A. Gordon, University of California.
Paul SBamuelson, MIT.
William F. Butler, Chase Wational Bank,
B. U. Ratcbford, Duke University.
February 16: Hon. Robert B. Andersgn, Secretary of the Treasury.

The majority’s report does not refer to any of their testimony, nor
does it deal in any substantial way with the material or statistical data
contained in the President’s Economic Report. It is confined to a
recital of the views previously presented in the majority’s views in
Senate Report No. 1043 on employment, growth, and price levels.
In fact, its report could have been written without waiting for either

33
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the President’s Economic Message or the testimony of any of the
numerous witnesses who appeared before the joint committee.

The staff had completed its draft of proposed views desling with
complex subjects, such as interest rates, before hearing the testimony
of the Secretary of the Treasury, the Honorable Robert B. Anderson,
and his associates who appeared on February 18, the very day when
the first galley proof of the majority’s report was being printed for
presentation to members of the joint committee for their consideration.

The late Senator Robert A, Taft, the first chairman of this com-
mittee, in opening its initial hearings, said:

In a%roader way our function is to try to develop govern-
mental policies which may prevent the development of any
depression, and consequently at this time we are interested
in hearing from the business, labor, and agricultural interests
of the country as to whether they think there is something
which threatens the present condition of full employment,
and also whether they think there is anything the Govern-
ment can do about it, and if they do, what they think the
Government should do, what powers might be granted by
Congress, or what general policies mi lrl?%e adopted by the
Executive.!

No legislation has been enacted to authorize any departure from the
purposes outlined by Senator Taft. Apparently, withesses believe
that their appearances will contribute to the enlightenment of the
Congress. . This is illustrated in some of their statements. For
example, Mr. Martin R, Gainsbrugh, chief ¢conomist of the National
Industrial Conference Board, in his opening testimony said:

I am delighted to be back, even though it meant taking a
jet at 3 o'clock this morning from Los Angeles.?

- The first witness was Mr. Louis J. Paradiso, assistant director-chtef
statistician, Office of Business Economics. Mr. Paradiso’s prepared
statement included two tables, as well as two graphs. These were
not included in the transcript of the hearings. In fact, at the conclu-
sion of the summary of Mr. Paradiso’s statement, the chairman
stated: “Your prepared statement will be printed in full in the record.””
At the time that the members of the committee were confronted with
the task of examining the report prepared by the staff or the writing
of their individual views, the printed hearings were still not available.

It is ironic that in spite of these efforts by dediceted citizens who
wish to assist the committee in its work, no consideration has been
accorded to their views.

Public Law 304, 79th Congress, which established this committee
and the Council of Economic Advisers, stated that:

Sec. 5. (a)* There is hereby established a Joint Comunittee
on the Economic Report, to be composed of seven Members
of the Senate, to be appointed by the President of the Senate,
and seven Members of the House of Representatives, to be
appointed by the Speaker of the House of Representatives.
The party representation on the joint committee shall as

1 "Current Price Davelopments and the Problem of Eeonormie Stabilizatior,’" hearings before the Join
Committes on the Economic Report, Congress of the Tnited 8tates, 80th Cong,, 15t sess.lpt. 1, June 24, 1947

. 4.
Y Hearings bafore the Joint Economle Committee, Conpgress of the Tnited Stetes, Feb. 1, 1960,
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nearly as may be feagible reflect the relative membership of
the majority and minority parties in the Senate and House of
Representatives.
(b) It shall be the function of the joint committee—
(1) to make g continuing study of matters relating to
the Economic Report;?

Rega.rdless of any other recommendations contained in the major-
ity’s report, it has not devoted its attention to a continuing study of
the matters relating to the President’s Economic Report.

In the first report to the President by the Council of Economic
Advisors, dated December 1946, the Council said:

It 18 not within the province of this Council to elaborate on
the functions of the other agency set up under the Employ-
ment Act, namely, the Congressional Joint Committee on
the Economic Report. It should be noted, however, that the
act in no way trenches on the primacy of the Coongress in the
field of final policymaking. It simply sharpens that body’s
toola for evaluation of proposals made by the President as
well as for the initiation of proposals of its own. Obvmusly,
the joint committee will have at its disposal the improved
facilities made available under the Congressional Reorganiza-
tion Act as well as recourse to those contacts with all govern-
mental and nongevernmental sources of facts and ideas which
are the traditional prerogatives of Congress.

In the words of the act:

“Tt, shall be the function of the joint committee—(1) to
make a continuing study of matters relating to the Eco-
nomic Report; (2) to study means of coordinating pro-
grams in order to further the policy of this Aect.”

When the President’s Eeonomic Report is presented to
the Congress at the opening of its session, it is to be referred
to this joint committee. After study of the proposals em-
bodied in the President’s economic program and in the light
of such studies as the committee may already have con-
ducted into the economic problems which it considers perti-
nent, it will prepare “* * * its findings and recommenda-
tions with respeet to each of the main recommendations
made by the President in the Economic Report * * **

In the 1960 Economic Report, transmitted to the Congress by
President Eisenhower on January 20, 1960, he said:

The report was prepared with the advice and assistance of
the Council of Economic Advisers and of the heads of the
executive departments and independent agencies directly
concerned with the matters it discusses. It summarizes the
economic developments of the vear and the steps taken in
major areas of economie policy to promote the sound expan-
sion of employment, production, and income. It also puts
forward & program for the year 1960 which, in the context of
present and prospective economic conditions, would effec-
tively implement the purposes of the Employment Act.®

1 Op, cit,, “ Current Price Developments and the Problem of Economie Stabilizetion,” p. 3.
1 Y3t Annual Report to the President by the Council of Egoncmic Advisers, Deocomber 1 B. p. 7
¢ Roonomic Raport of the President, transmitted to the Congress, Jan. 20, 1960 p. III,
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In a report of the Council of Economic Advisers to the President,
which is found on pages 77 through 80 of the President’s Economic
Report, there is the following statement:

For the fiscal year 1960, the Congress appropriated
$305,000 for the Council’s activities, the same amount ap-
propriated for the fiscal year 1959.°

In view of the efforts made by the executive branch, and the cost
involved to the taxpayers, it is very strange that the majority's report
of the joint committee devotes only a few pages of its text to a discus-
sion of the recommendsations centained in the President’s Economic
Report. Furthermore, it is discouraging to the witnesses from in-
dustry, agriculture, and labor, who have devoted their time and
expense to the preparation of statements for the enlightenment of
this committee. They will readily see that their views have been
completely disregarded.

The majority’s discussion of the President’s Budget and Economie
Reports is confined to a few pages. As in its previous report on
employment, growth, and price levels, it is mainly critical of the fact
that no matter what we have achieved, and we have achieved & great
deal, in the committee’s judgment, we should have done far better,

We are living in an era when our way of life is on trial before the
world. Our Government, which includes the Congress as well as the
Executive, is attempting to convince the uncommitted millions of
people that our way of hife offers the only solution to the problems of
economic growth and freedom. If is a great disservice to our foreign
policy to have a congressional committee, for purely partisan reasons,
engage in carping criticism of the administration, whick will be used
to our detriment by the Soviets and its satellites in debates throughout
the world, as well as in the various international organizations con-
cerned with economic development.

All of us in Governient have a responsibility to abstain from unjus-
tified partisan criticism, which can only lend comfort to those who
wish to establish an entirely different way of life throughout the world.

II. GENERAL OBSERVATIONS ON THE PRESIDENT'S ECONOMIC REPORT

Inasmuch as the majority’s report has neglected to comment on the
many points developed in the President’s Economic Report, it is
incumbent upon me to do so.

Apparently, the fact that in 1960 the U.S. economy will, for the
first time, exceed a gross national product of $510 billion is dismissed
lightly. Yet no people in history have ever enjoyed such a level of
well-being. Rather than indulge in the futile and meaningless pro-
jections of what might be done without any respomnsibility for ac-
complishment, we can take some satisfaction in our achievement.
It would seem appropriate in terms of supporting our position as a
leader of the free world to comment favorably on the substantial
%rogress recorded in the statistical tables presented by President

isenhower and his Council of Economic Advisers.

The majority’s report is devoted to an extended diseussion of our
failure to improve health, education, welfare, and the other services
which a free people expect from their Government. If the President’s

4 Ihid., p. 80.4
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Economic Report had been carefully studied, these statements could
not have been made. Again, in terms of our international pesition,
they constitute a grave disservice.

President Eisenhower, in discussing education, said:

Notable gains have been made in education and other
cultural areas. School enrollment has risen in the last 12
years from 50 percent to about 65 percent of all persons in
the age group of 5 to 29 years. From 1946 to 1959, the
number of bachelor’s and first professional degrees conferred
annually almost trebled, and the number of master's and
sccond professional degrees showed a still greater relative
increase. To seme extent, these advances represent the
resumption of academie work interrupted by war, but the
large gains made in the past few years indicate a rising
trend that will accelerate in the years ahead. The number
of earned doctorates conferred rose sharply after the war.
reaching in 1954 a new high, which has been maintained for
several years. In the past decade, more than 83,000 doc-
torates have been conferred, compared with some 27,000
during the 1930’s and about 31,000 in the 1940’s. Marked
increases are expected also in the next several years. Another
source of satisfaction is the record of scientific achievement.
Since 1946, close to half of the Nobel awards for contribu-
tions to medicine, chemistry, and physics have been bestowed
on American citizens, 7 '

Furthermore, the President’s Economic Report for the first time
contains statistical tables relating to the diffusion of well-being. Per
capita income in constant dollars rose from $2,541 in 1952, the last
vear of the previous administration, to $2,706 in 1959, an increase of
1 percent compounded annually.® Tn appraising this figure, it must
be remembered that per capita income includes all of the newborn
children, those in school, as well as the elderly retired. None of
these groups have coniributed to the gross national product, but they
have still benefited from this increased productivity. .

Civilian employment advanced from 61 million in 1952 to 65.6
million in 1959, an afl-time high. The American economy has cre-
ated new jobs as the population and the civilian labor force have
grown.?

Disposable personal income in 1959 prices, that is, income available
to individuals after the payment of all taxes, was $1,678 in 1952, the
last year of the Truman administration, and in 1959 reached an all-
time high of $1,891, an increase of 12.7 percent, which is almost 1%
percent compounded annually.’® The per capita disposable income
will double at this rate of increase in a period of 40 years, in spite of
population growth,

Furthermore, the share of labor income and transfer payments
compared with all personal income disbursements increased from
73.5 percent in 1952 to 75.8 percent in 1959, an all-time high.!! None
of these important measures of well-being would be found by any

7 The Economic Report of the President, Jannary, 1060, p. 2,

8.7

 Ibid., p. 131.
11 Ehid., p. 132
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reader of the majority’s report, including unfriendly delegations in
;;)htzl Economic and Social Council of the United Nations, or similar
odies,

There are still other statistical measures of personal and individual
satisfactions which are worthy of comment. In spite of the fact that
the impression is often given that our economy iz one in which most
families do not enljoy the good things of life, in 1958 only 14 percent:
of American families received incomes of less than $2,000 in dollars
of constant purchasing power.!?

In our menufacturing industries, in terms of constant 1959 dollars,
average hourly earnings have increased from $1.83 in the last year of
the former administration to $2.22 in 1959, an all-time high."® Like-
wise, in 1959 prices, the average gross weekly earnings of workers in
manufacturing industries have increased from $74.53 in 1952 to
$80.47 in 1959.4

The life insurance per family in 1952 was $5,300, whereas today it
is $9,300.)% The financial assets and net equity of individuals have
also I;i(isen from a total of $372.8 billion in 1952 to $956.2 billion in
1959.

There are many other ways to measure well-being than in monetary
terms. In 1952 our people enjoyed 58.8 million weeks of vacations,
whereas in 1959 this had mmcreased to 77.7 million weeks. In 1959, 74
percent of all families owned automobiles, and 15 percent owned two
or more autormobiles.” In 1952, 56 percent of nonfarm occupied
dwelling units were owned by the occupants. In 1959 this had m-
ereased to 61 percent.'?

While there hag been a tendency in some quarters to disparage those
who have invested their savings in the ownership of American business,
which provides employment for millions of people, it is significant that
in 1952 there were 6,490,000 stockhelders, and in 1959 the number
almost doubled to 12,490,000 shareholders,!

At every level of education, great strides have taken place during
the years of the present administration, which are the subject of
partisan criticism in the majority’s report. In 1952 the total kinder-
garten enrollment was 1,383,000, In 1959 it was 2,032,000. Ele-
mentary school enrollment in 1952 was 21,994,000. In 1959 it was
29,382,000. High school enrollment in 1952 was 7,108,000. In 1959
it was 9,616,000, College and professional school enrollment, which
in 1952 totaled 1,980,000, in 1959 has almost doubled to 3,340,000,

The majority’s report is eritical of measures taken by the Govern-
ment to assist older pecple, the unemployed, and the sick, but it has
completely ignored the statistical data which no one has questioned
contained in the President’s Economic Report.

In 1952 old-age, survivors, and disability insurance benefits paid
totaled $2,194 million. They were received by 5,026,000 beneficiaries.
In %1959, $10,300 million was paid to more than 13,800,000 beneficiar-
ies.

. D. 140,
2 Ybid., p. 141,
1 Tbid., p, 144,
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Unemployment compensation, likewise, has been improved during
these years when, according to the majority’s report, there wasg a
callousness about the needs of our more unfortunate citizens. In
1952, 76.6 percent of the nonagricultural employed were covered,
This has risen to 82.5 percent in 1959. The average weekly benefits
for total unemployed in 1952 were $22.79 as against $30.37 in 1959.%
Furthermore, in recent years many labor-management contracts pro-
vide for supplemental unemployment benefits for workers who are
unemploved.

In 1952, the last year of the previous administration, there were
1,219,000 beds in civilian hogpitals. There are now 1,346,000.%
Regardless of the moneys which may be appropriated for health care,
in the last analysis more doctors with adequate training provide the
only real protection for our people. In 1952 there were 208,000
physicians. This has increased to 235,000 in the short span of 7
years.® When it is realized that a doctor must undergo 4 years of
college training, 4 years of medical schooling, and then serve an intern-
ship, this is & remarkable gain,

Prestident Eisenhower summarized the progress achieved by the
American economy since the adoption of the Employment Act of
1946 in his report as follows:

A few facts illustrate the ability of the American economy
to continue raising what has long been the highest living scale
in the world, while carrying a heavy defense burden and
meeting broad international obligations.

In the 14 years since the passage of the Employment Act,
employment has advanced, on the average, by nearly 800,000
a year. In rcal terms, the Nation’s output of goods and
services, a8 well as its personal income, has increased by
more than 50 percent, or at a rate of 3.2 percent per year; and
the output of the private sector of the economy has advanced
at g slightly higher rate, 3.5 percent. For industrial produc-
tion, the rate of increase has been 4.5 percent. The annual
inecrease of 3.2 percent in total national output, which cor-
responds to a doubling every 22 years, is roughly equivalent
to the long-term average reached in our previous history.
Thus, the American economy has sustained its long-term rec-
ord of growth, despite the high level of industrial development
already achicved and despite temporary setbacks.

The increase in national output hag made possible very
great gains in the well-being of American families. Fvidence
of the advances made in this respect since passage of the
Employment Act is presented in the appendix on “Diffusion
of Well-Being” included in this report. Real income per
capita has increased by nearly 20 percent since 1946, and
the increase per family has been 16 percent. As incomes
have risen and ae paid vacations have become longer and
more common, leisure time has increased and recreational
activities have become more widely enjoyed. The shortage
of housing, so evident immediately after World War I, has
been virtually eliminated. Since 1946, the housing supply

i Op, eit., p. 144,

2 Thid., p. 145.
% Ibid,, p. 146.
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has been increased by the construction of 15 million private
nonfarm dwelling units, and there have been marked im-
provements in the quality of housing. At the same time,
there has been a general increase in homeownership; some
60 percent of all nonfarma dwelling unifs are owned by
the occupant families.

Attention to such material advances should not obscure
the accompanying gains made with respect to other com-
ponents of our well-being, some of which are less tangible,
In health, there has been remarkable progress in the reduc-
tion of infant and maternal mortality; in the prevention, miti-
gation, and treatment of many diseases; in restoring the
physically handicapped; in maﬁing available a better bal-
anced diet at lower cost; and in creating other conditions
conducive to longer years of life and greater efliciency.
Health services are more and more widely available, and the
great majority of Americans now have some protection under
voluntary plans of hospital, surgical, and medical insur-
ance. L 2N

The economic security of American families has been
advanced significantly in the years since World War II.
About 58 million persons—8&7 percent of all those in paid
employment—are now covered by the Federal Government’s
old-age, survivors, and disability insurance system and re-
lated programs. More than 19 million persons are covered
by privately financed pension plans. The Federal-State
unemployment compensation system, which has proved its
worth as a defense against loss of income during periods of
economic adversity, now provides protection for nearly 85
percent of all persons on nonfarm payrolls.

But the progress made under Government programs
should not divert attention from the extensive provisions
made independently by Americans for personal and family
security. The number of life insurance policyholders, for
example, has increased by about 60 percent since 1946;
about 115 million persons were insured through legal reserve
companies in 1959. The volume of time and savings
deposits of individuals has increased by nearly $35 billion, or
more than 50 percent, since 1952, Share accounts in savin
and loan associations have also risen by $35 billion in this
period, by nearly 200 percent.

And it 1s not too much to say that we have made good
progress in moderating fluctuations in our economy. Al-
though economic recessions, however minor, must remain a
matter of concern to all Americans, the relative mildness
and short duration of the three since the war have to be
reckoned as a major factor in the strengthening of personal
security.?

Because the majority’s report has been singularly silent with respect
to the statements c«o:t:ﬂ;a.u:uatfJ in the President’s Economic Report, it is
necessary to quote these summaries so that they may be made a part
of the record in this Senate document.

3 Opclt., pp. 13,
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The American people have every reason to applaud the efforts of
both public and private groups in furthering our material, social, and
culbural progress. The prophets of gloom and doom who deprecate
all that has been done, because they believe that if their untried
theories had been adopted more might have been accomplished, are
performing no useful function in terms of advancing America’s well-
being while they are giving great comfort to the enemies of all that
we cherish.

The forum on the “Prerequigites for Economic Growth,” conducted
by the National Industrial Conference Board, was moderated by Dr.
Solomon Fabricant of the National Bureau of Economic Research.
He is the acknowledged leader in the field of economic wth and
productivity. While no one wants to be complacent about future
progress, it is important that certain basic facts are placed in proper
perspective. Dr, Fabricant said:

There is no question but that the level of real income in
Russia is far below ours.  As a guess, I think those who know
would say a third of ours—substantially less than half of
the American level.*

He also stressed that economic growth cannot be achieved by merely
redistributing existing income. He said:

Oune reagon why the problem of economic growth is so im-
]SJortant can be observed in the history of the United States.
uppose we were to ask by how much the average income
Eer capita of the poorer persons in the population could have
een increased a hundred years ago by a redistribution, or a
more even distribution, of income? How much would that
have raised income as compared with the sixfold rise that has
actually oceurred from the long-term growth of average in-
come per capita?

We don’t have the income distribution of a hundred years
ago, nor may we assume that a violent redistribution of in-
come could have avoided chaos. But any calculation of that
gort would indicate very clearly and quickly that the main
source of increase in income per capita (the main way, in other
words, to solve the problem of poverty) is by raising the aver-
age level of income per capita—making sure, of course, that
the distribution is made as reasonably equitable as possible.”

It is also significant that in this same forum, Dr, Fabricant guoted
from a recent Russian study, which appears in ‘“‘Problems of Eco-
nomics,”’ published in the International Arts and Sciences Press.
This study, “The Principle of the Personal Incentive and Certain
Wage Problems in the U.S.8.R..” a paper by a Russian economist
published in Voprosy Ekonomiki in its issue of January 1959, said:

“The many years of experience in the organization of social
labor under socialism have shown that equalitarianism is in-
compatible with the interests of the development of socialist
production. * * * The Communist Party of the Soviet

H “Prereqaisites for Economic Growth,” National Industrial Oonference Board, Ing,, *'Stirdies in Bual~

ness Economics, No. 66, Setg:. 24, 1959, p. 11,
" Op. cit., "l‘rerequjsltes Economlic Growth, ™ National Indusirial Oonference Board, p. 13.

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



64 1960 JOINT ECONOMIC REPORT

Union has always conducted a consistent struggle against all
efforts to ‘replace’ distribution in accordance with labor by
petty bourgeois equalitarianism in the payment of labor.
* * * It is necessary morc completely to utilize the * * #
principle of personal material incentive for a further upsurge
of socialist production and the hiring standards of the
people.” 2
These statements were confirmed in the same forum by another
distinguished economist, Prof. Lloyd G. Reynolds, who, singe 1951,
hag been chairman of the department of economics at Yale TUni-
versity. After a trip to Russia, he summarized the attitude of Russian
industrialists as follows:

I pushed the factory managers quite hard on labor ques-
tions. Their setup in this respect is, in & way, very early
capitalistic. To find anything comparable in this country
you would have to go back to 1900, to the early days of sci-
entific management, with not much union organization or
worker control over what the engineers were doing, This
was quite striking.

The position of the Russian factory director also seems to
be quite similar in many respects to that of a capitalist man-
a%?)r. It seemed to me that those fellows were working for
about the same reasons thaf an American corporation execu-
tive would work. If they do well, they get promoted to a
bigger enterprise, and get a good bonus at the end of the year.
Conversely, if they do not do well, presumably they will be
demoted, have less interesting work, and make less money.

Despite all the talk about working for the joy of socialist
labor, and so on, it seemed to me that these fellows were quite
like American business executives in their outlook on their
job. They are almost all engineers. In fact, they cannot
understand how we allow people to become business execu-
tives without en%ineering training. This they regard as the
standard way of getiing into an executive position. Not
only the plant director, but the deputy director and a good
many people lower down are engineers.®

While we realize the importance of seience and engineering for
the physical advancement of our well-being, we are not maerely
materialistic, but we have cultural and spiritual values which have
been furthered by the policies adopted during the past 7 years.

NLYGENERAL OBSERVATIONS CONCERNING THE MAJORITY'S REPORT

The msjority’s report stresses the fact that unemployment was
at a relatively high level through much of 1959, Yet, at no point
does it adequately deal with the fact that muech of this unemployment
was the direct result of the protracted steel strike. There is every
reason to believe that if the unfortunate stoppage of steel production
had not occurred, the forces of recovery, which were progressing
rapidly during the first 6 months of 1859, would have reduced un-
employment to & very low level by the end of the year. '

7 Ihid., pp. 21, 22
# Thid., p. 7.
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The President, in his Economic Report, reviewed this factor in
great detail, but, onece again, his analysis was ignored in the majority’s
report. The President said:

* * * However, total unemployment was being reduced
at a rapid rate until the trend was reversed in July by the
beginning of the steel strike,

After some 500,000 employees in the steel industry went
on strike on July 15, near{)y 100,000 other persons were soon
laid off in related industries, especially in mining and rail
transportation. Ewven though substantial inventories of steel
had been aceumulated by many firms, stocks wore being de-
pleted rapidly by mid-October and serious imbalances were
making themselves felt. As a result, layoffs became increas-
ingly heavy. By the time steel production was resumed on
November 7, under a Federal court injunction, employment
in steel-related industries had declined by more than 500,000
exclusive of the number on strike. In most other industries,
employment ceased to advance during this period, and in
October the rate of unemployment increased to 6 percent of
the civilian labor force.

The resumption of steel production brought an increase in
employment.g the end of the year, and unemployment was
again reduced. Although the replenishment of workin
stocks of steel could not%)e accomplished immediately, tot
employment reached 66.2 million (seasonally adjusted) in
December, slightly above the record of 66 million that had
been attained in June., Unemployment in December was 3.6
i:Enjllic;a% (scasonally adjusted), or 5.2 percent of the labor
orce.

No discussion of the employment situation which fails to recognize
the impact of the protracted steel strike has any meaning. The
majority is critical that the President has not fulfilled the require-
ments of the Employment Act in presenting a detailed blueprint
for the future.

It is easy to make glib prognostications, but the President and
the Council of Economic Advisers have fulfilled the requirements
imposed upon them in the following statements, which appear in
the President’s Economic Report:

Although it is always difficult in & dynamic, free economy
guch as ours to depict in advance the course likely to be taken
by production, employment, and income, present indications
warrant the expectation that the expansion now in progress
will be extended through 1960. And there are good grounds
for helief that, with appropriate public policies and private
actions, the expansion ean continue well beyond the present

ear.
7 Past developments and present conditions clearly suggest
that the demands of business concerns for capital goods and
for inventories will be especially important factors in the
ear ahead. Expenditures on capital goods have been rising
gor more than a year and should continue upward in 1960.
In part, and especially during the early months, the increase

# The Economic Repart of the Pregldent, January 1960, Db, 12, 14,
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will represent a catching-up on projects delayed or post-
poned because of shortages attributable to the steel strike.
Chiefly, however, capital investment should rise in response
to favorable underlying factors now discernible and likely to
strengthen as the year progresses. Surveys of businessmen’s
intentions, and the increased volume of contract awards and
of new orders for industrial machinery, confirm this outleok,
A good demand from the farm economy for machinery and
equipment may also be anticipated.

Expenditures for residential construction, a second major
category of capital investment, are not likely to be as high as
in 1959. However, the extent of the decline should be limited,
and activity in this sector of the economy should exceed that
of most recent years. Qutlays for modernization and altera-
;[iions should be a steady expansive force in the building in-

ustry.

Within the aggregate of Government outlays, Federal
expenditures for goods and services should change little in
the first half of the year; but later, in line with provisions in
the fiscal 1961 budget for the development of water resources
and other public works, and for space and aviation pro-
grams, they should increase moderately. The upward trend
of expenditures at the State and local level, which reflects
particularly the provision of services needed by the growing
urhan population, may be expected to continue, though
possibly at a slower rate. The econstruction of schools,
public service enterprises, and community facilities in general
is expected to advance moderately and to outweigh declines
in activity that oceur under the Federal-aid highway pro-
gram 8s a result of the mandatory reduction in apportion-
ments under the present law.

Changes in investment in business inventories are likely
to be less regular during the year than the changes in final
demands. Restocking needs are clearly apparent, not only
for steel but also for many steel-using intermediate and
finished produects; and further additions to inventories will
be required throughout the economy as production and final
sales increase. Inventory expenditures and the other out-
lays noted above should contribute to a strong expansion
in production, employment, and income. The increase in
employment should exceed that of the labor force and,
correspondingly, unemployment may be expected to fall.
Within this context, consumer incomes and expenditures
may be expected to increage substantially during the vear.
Also, consumer confidence is favorable to an increasing
volume of purchases of consumer durable goods.

The financing of the investment needs outlined here,
together with a significant volume of consumer eredit, will
make strong demands upon the Nation’s capital and credit
markets. At high levels of income and savings, a greater
supply of investment funds may be expected. The sizable
Federal budget surplus projected for the fiscal year 1961
would be helpful in relieving pressure on the supply of funds.?*

1 0Op. cit., pp. 86, 37.
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IV, BTATEMENTS IN THE MAJORITY'S REPORT WHICH REFLECT OFINIONS
CONTAINED IN ITS REPORT ON EMPLOYMENT, GROWTH AND PRICBE
LEVELS

Although this report was supposedly devoted to a review of the
President’s Eeonomie Report and the statements of the witnesses
who testified thereon, it largely reflects the preconceived views which
were developed in connection with the majority’s report on erploy-
ment, growth, and price levels. In order to conserve space, there
are listed below some of the more significant areas which have been
quoted from Senate Report No. 1043 and are found in the majority's
views in this report. I have discussed many of them In my additional
views in Senate Report No. 1043 on pages 93 through 134. My
position ie stated in that report.

Report of the
Tolnt Economic

' 69-{31281“:.) (‘-t%mfrnitbee om
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Menetary poliey and debt t 2048 1517
Market SUTUETUTO. . . .iman cenm s e o s mrn e mam i mmm e e o 49 17-19
Agsistance to depressed ATeSS_ i eccmmaees ] 18

All of these subjects have been discussed without any reference
to the President’s Economic Report or the hearings held during the
month of February.

V. DETAILED DIBCUSSION OF VIEWS CONTAINED IN THE MAJORITY'B
REPORT

A. Prices and market structure

The masajority’s report stresses the need to change the market
structure of the American economy with perticular emphasis on
“more effective application of antitrust legislation to industries in
which a high degree of market power is possessed and exercised by
large producers, even where no evidence of direet or overt collusion
or conspirary ean be shown.”

If America is to compete with the Russians, attacks on size per se
are ridiculous and have no justifieation other than to provide material
for partisan political activity. 1t should be emphasized that the
largest employer in this country is the Federal Government. Again
the remarks of Professor Reynolds of Yale University at the Conference
Board Economic Forum are worthy of comment. They are based
on his trip to the Soviet Union, in which he had the opportunity to
travel all the way from Leningrad to central Asia, visiting about 15
factories and talking to upward of 100 economists in research
institutes and universities. Professor Reynolds said:

* * * We saw everything from very large truck factories
and metalworking plants with as many as 40,000 workers
down to consumer goods factories with only 700 or 800
workers.®

2 Qp, ¢it., *“ Prerequisites for Economic Growth,' p. 34,
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While no Member of the Congress would condone any action
which could impede the performance of our free enterprise economy
in the service of the American consumer, predicated on competition
in free markets, we must be vigilant in revising the antitrust laws
and in perfecting their enforcement not to jeopardize the efficiencies
of size and scale, which have made this country great.

Insofar as market behavior is concerned, the President’s Economie
Report containg some iiluminatling data, which have been completely
ignored in the preparation of the majority’s views. Table 2, which
appears on page 23 of the President’s Economic Report, shows the
changes in the Consumer Price Index in 1959. The item reflecting
next to the largest percentage change from December 1958 to
November 1959 is used cars, where the price index increased by 6.4
percent. If there is any market in which large firms and market
dominance isz absent, the used car market iz probably most
representative.

Another important factor revealed in the same table is that, as of
December 1958, services had a relative importance in the Consumer
Price Index of 34.4 percent. Inalmost every instance they are supplied
by small firms anci) not by the larger enterprises, Again, with the
exception of one commodity, namely footwear, which has a weight of
only 1.5 percent, services show the largest percentage change next to
used cars, namely 2.9 percent. With this heavy weight, this increase
accounts for a substantial amount of the rise in the All Items Index.

An examination of table 3, found on page 25 of the President’s
Economic Report, shows a decline in most sectors of the Wholesale
Price Index. The All Commodities Index for the year December 1958
to December 1958 declined 0.3 percent. Crude materials for further
processing declined 3.7 percent. Finished goods declined three-tenths
of 1 percent. Steel rn.lllp products showed no change at all. '

It is important in fulfilling the responsibilities of the Joint Economic
Committee that facts and figures rather than prejudices and precon-
ceived ideas concerning subjects such as administered prices should

overn the findings and conclusions of this important Joint Economic

ommittee, Prof. Stephen K. Bailey, director of the graduate pro-
gram, School of Public and International Affairs, Princeton University,
at the time of the ‘‘Brookings Lectures on Research Frontiers in
Politics and Government,” said:

In the kind of world in which modern decisionmalkers live,
fraught as it is with bignesses, vastnesses, and statistical
drifts, the postulate of faith that the future is really malle-
able, that individual choices really count, is of no small conse-
quence. The assumption of classical economists that indi-
vidual choice could have no effect on the market seems to
have carried over into a great deal of fatalistic, if not nihilistic,
20th century political thinking., The prophetic service of
Toynbee is his pointing out that history has always involved
imperfect competition, and that the moral choices of men
of power influence the market mightily.®

‘There has been no evidence presented to the Joint Xconomie Com-
mittee that our antitrust laws, which have been in effect since 1890,

& "Research Frontlers in Polities and Government, Brookings Lectures, 1956, The Brookings Instita-
tion, Washington, D,C., Getaber 1955, pp. 12-13.
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are ineffective in preventing monopoly, and the performance of the
price indexes over the past year supports this view.,

B, Defense

In my additional views in Senate Report No. 1043, T clearly stated
that I did not believe that the Joint Economic Committee had been
charged by the Congress with the problems of national defense. I
still maintain this view. The majority’s report gives the American
people az well as friendly citizens in other countries the erroneous im-
pression that our defenses are dictated by budgetary restrictions, It
states:

* ¥ ¥ Cutbacks in the real volume of our outlays, while
the Soviets continue to increase the volume of theirs, re-
quires a more convineing explanation than has yet been off-
ered to assure the American public that the proposed defense
program for fiscal 1961 is not to be unnecessanly limited on
the basis of budget-balancing considerations.

Again, a statement of this kind is a distinet disservice to our national
unity, and it demonstrates a lack of understanding of the procedures
in the defense departments. House Report No, 408, 86th Congress,
dealing with defense appropriations for the 1960 fiscal year, on page 21
estimates that unexpended balances at the end of the present fiscal
year will be more than $32 billion. In other words, without appro-
priating a single penny during the present session of the Congress,
there would still be $32 billion unspent in the hands of the Defense
Department as of June 30 of this year.

Furthermore, on August 4, 1959, the Congress cleared for the
President’s signature H.R. 7454, the bill appropriating funds for the
current fiscal year for the Defense Department. It provided almost
$20 million less than the President requested. This was the considered
judgment of a Congress controlled by the Democratic Party.

This hardly suggests that the administration is planning our mili-
tary program around the budget. On the contrary, President Eisen-
hower, & military expert of distinction, and the Joint Chiefs of Staiff
are in a better position to evaluate what is needed than this Joint
Committee, which hes held no hearings on this subject. It has been
empowered to review economic problems, but not the size and eom-
position of our Armed Forces.

C. Reordering of the priorities in the budget

The majority’s report devotes 18 lines of text to a reordering of the
priorities In the budget in the amount of $10 billion in terms of both
exi)enditures and revenues. The budget document itself is a very
voluminous book. The Appropriations Committees of the Congress
devote weeks to a review of every item therein. The approach
presented in the text of the majority’s views is superficial and unworthy
of any serious intellectual attention.

In discussing proposed expenditures, the majority’s report provides
a nicely rounded sum of $2 billion for “increase for missiles, space
end combat troops.” Without any indication as to how or where
this money should be spent, or how it should be divided among the
various categories included, 1t pontificates that $2 billion is the proper
additional expenditure to insure our national security.

51504—60——86
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Likewise, it again presents a convenient figure of $2 billion for
“increase for schools, depressed areas, and social programs.” This
could encompass almost anything, and again there is no attempt at
explaining how this money would be apportioned or for what purpose.

. 'The scholarly aceeptance of the studies of this joint committee are
placed in jeopardy when statements are made in this cavalier fashion,
In future years the country will be faced with an-ever-mounting burden
of taxes to finance ex]fenditures authorized or proposed by this
Congress, It is impossible to examine the many measures not included
in the President’s budget that would impose additional taxes on the
American people and make the surplus envisaged by the President
impossible, owever, a list of only eight measures which have
received some consideration in this Congress shows increased
unbudgeted expenditures in excess of $5.5 billion annually. A list of
these few measures is of interest.

Water pollution control (final) (H.R. 3610, Blatnik)____________ $90, 000, 000
Aid to depressed areas (passed Senate) (8. 722, Douglas et al.)_. 389, 500, 000
Community facilities (introduced) (H.R, 5944, Spence).._______ 1, 000, 000, 000
Federal aid to education (passed Benate) (8. 8, MceNamara)_____ 200, 000, 000
Public Health Training Act (introduced) {H.R. 6871, Rhodes, »

Penusylvania) _ __ .. _ ... _ ... . _________.___ 13, 000, 000

Hospitalization {introduced) (estimated) (H.R. 4700, Forand)___ 2, 100, 000, 000
Emergency Home Ownership Act (introduced) {H.R. 9371, Rains}

(estimated) . ... oo 1, 050, 000, 000
Veterans benefits (passed Senate) (8. 1 138, Yarborough et al)... 150, 000, 000
CTotall L i ececmmmmcm——eann 5, 692, 500, 000

D. Debt and fiscal policy _

. 'The majority’s report is largely devoted to a criticism of the Federal
Reserve System and the Treasury’s operation in funding and refinanc-
ing the national debt. It is noteworthy that similar views are ex-
pressed in identical language in this report and Senate Report 1043
on ‘“Employment, Growth, and Price Levels.” This likeness indicates
a completely closed mind and preconceived views which have not been
influenced by either the President’s Economie Report or the testimony
of the witnesses.

Such a fact does not reflect creditably on the procedures of the Joint,
Economic Committee. The majority’s report proposes a number of
completely unrealistic policies. For exarple, it suggests that the
Treasury should “agree to sell long-term bonds in the main when
interest rates are low.” It is one thing to suggest how the Treasury
should sell its bonds, and quite another to assure that anyone will
buy them. At a time when interest rates are low, investors are loathe
to acquire long-term obligations with a low yield. This basic tenet is
one which is accepted by those who are familiar with the financial
markets and have dealt in securities.

The majority’s report suggests that the Treasury should “institute
a system of callable bonds so that the public is not saddled intermina~
bly with high interest rates.” Again, this is an intriguing suggestion.
However, it is completely unrealistic and superficial, since investors in
a free economy wilf’not purchase such bonds, as they have alternative
investment opportunities, and the Treasury must compete for the
savings of our people as long as we maintain a free economy.

- The majority’s report neg%ects the obvious eorollary to its proposal
that, if eallable bonds were issued, an even higher interest rate would
be required so as to make them attractive to investors.
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In iis entire discussion of monetary policy, the majority’s report
{ails to indicate any understanding of the basic fact that those who
purchase short-termn bonds are usuelly not the same individuals or
institutions as those who invest in lon%-t,erm bonds. These two types
of securities are acquired for entirely different purposes, and no
amount of pontification by this joint committee will change the
investment preferences of institutional buyers, savings banks, private
individuals, and others who are purchasers of Government securities,

Throughout the discussion of debt management and monetary
policy, the majority’s report attempts to present its readers with the
conclusion that high interest rates will prevent economic growth and
the full use of our resources. It itnplies that they add unnecessaril
to business costs, that they discriminate unfairly against small busi-
ness, and that the Federal Reserve S{stem is primarily concerned
with creating artificial and unjustifiable profits for the commercial
banks who are affiliated with it. :

Those who have studied America’s financial mechanism know that
nothing could be further from the truth. Actually, interest rates for
many years in America have been at an artificially low level. In
recent months, the recovery in Europe has been proceeding rapidly,
and it is noteworthy that the interest rates prevailing there are con-
siderably higher than those here in the United States, Unless we are
to continue complacently to watch our gold reserves decline, there
has to be some balance between the attractiveness of securities and
investments in this country with those abroad. 1t is Irequently over-
looked that foreign central banks may convert their dollar balances
into gold at will, and they have been doing this at an astonishing rate
for many months.

The majority’s report proposes that—

In the area of monetary policy, we offer as a general pre-
seription that the supply of money—i.e., currency held out-
side the banks and adjusted demand deposits—shauld in-
crease over time at about the same rate as gross national
product, allowing for normal velocity. * * *

It is perhaps helpful in placing some of these problems in better
perspective to review what has taken place in other countries. Im-
mediately after World War II a labor government was responsible
for the destinies of the United Kingdom. Finally, the Conservative
Party came to power. In 1957 that Government appointed a
special committee known as the British Council on Prices, Produc-
tivity, and Incomes. Its chairman was Lord Cohen, a judge, who
was also the first chairman of the Royal Commission on the Taxation
of Profits. Its other two members were Sir Harold Hewitt, a past
%r-esident. of the Institute of Chartered Accountants, and Sir Dennis

obertson, retired professor of political economy at Cambridge Uni-
versity. .

Thé:Y recommendations of this Council provided the economie plan-
ning for the British recovery, and it obviously met with the approval
of the electorate since the Conservative Party, which implemented
this program, was returned to power.

In discussing monetary policy, this commission said:

“The dangers of inflation have only been scotched, not
killed, by the slackening of tempo in the last 12 months,
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We must not suppose that we have solved the problem of
getting the growth of incomes into line with that of pro-
ductivity, merely because in the year 1958 increases in income
look like being distinetly lower than in previous years.
*Qur balance of payments is in a healthy state, and our
foreign exchange reserves have been rising very satisfactorily:
but neither of these conditions is bound to last. -Past ex-
perience suggests that any substantial revival of demand may
well be accompanied by renewed threats to price stability
to the balance of payments and the gold and dollar reserves.”

The First National City Bank of New York, in its Monthly Letter
for OQctober 1958, in discussing this report made the following obser-
vations:

The measures to dampen down demand taken by the
British authorities in Septermaber 1957, under the pressure of
a sterling crisig that threatened exhaustion of its international
reserves, included an increase in the official discount rat: to
7 percent—the highest since 1921-—the establishment of
ceilings on commercial bank advances, a further tightening
of controls over new capital issues, and cuts in Gevernment
outlays, * * *

Looking farther ahead, the Council squarely-faces the basic
tsgue arising ‘‘from the conflict of two main objectives of
economie policy—full utilization of the national resources
of labor and capital on the one hand, and stable prices on
the other.” * * *

The Cohen council found that the Government *‘cannot
afford’ to allow the pressure of demand for goods and for
labor to “rise to the peak levels of the past if it wishes to
avert price iuflation.”

Noting that this advice will remain valid “for as far ahead
as it is useful to look,” it went on to observe that if peak
levels of demand are avoided ‘it can hardly be expected that
the average level of unemployment over a period of years
will be quite so low as in the last decade.”

The problem of local concentrations of unemployment is
likely to become ‘“somewhat more serious”—all the more so
since the direct cause of these pockets is often some-change
in the structure of industry not itself connected with the
level of overall demand. 'The policy of “bringing work to
the workers” has “definite limits” as long as the Govern-
ment rules out “extravagantly wasteful methods.” 3

In considering the request of the Secretary of the Treasury, to
remove the artificial ceiling of 4% percent on long-term Treasury
bonds, it should be remem%ered that in Great Britain a 7-percent
discount rate was accepted as the price to avoid inflation and insure
€conomic recovery.

The editorial page of the New York Times of Saturday, February
20, included an excellent discussion of the economie growth which
has taken place in Western Germany. This editorial clearly shows

 First National City Bank Monthly Letter, “Business and Economic Conrditions, Full Employment

and Blable Monsy—A British View,"” Octoher 1858, p. 118,
% Op, cit., First National City Bank Monthly Letter, p. 118.
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that price inflation and the manipulation of the money supply are
not a necessary prereqinsite to growth. It said:

Is price inflation a necessary prerequisite to, or accom-
paniment of, a high rate of national economiec growth, as one
school of thought holds? Or is it true that, as many are
firmly convinced, the proecess of currency depreciation,
though it may, under favoring conditions, contribute to
temporary bursts of economic expansion, iz fundamentally
inimical, if not potentially fatal, to the achiavement of a
state of long-term economic expansion?

Most of the discussion of this guestion is conducted at the
purely academie level, or in terms of U.S, historieal experi-
ence. The introduction of case histories outside this country
is always a refreshing addition to the debate,

The postwar recovery of the West German economy has
been one of the most remarkable achievementis of its kind,
whether judged by present standards or those of any other
period or place. Despite heavy wartime destruction and
the burden of partition, plant dismantling and its refuges
problems, Germany had regained prewar production levels
5 years after the war’s end and had become & pace setier in
this respect in Western Europe.  No less striking, as a study,
which appears in the February issue of the Monthly Review
of the New York Reserve Bank, reminds us, has been the
restoration of the country’s position in world trade, which
has resulted in turning the Deutsche mark into one of the
world’s hardest currencies.

True, Germany was the beneficiary of massive U.S. aid
in the early postwar years, but this aid might have resulted
in something considerably less than a miraele had it not been
accompanied by an early restoration of a free market mech-
anism. It was by this mechanism, as the bank points out,
that German efforts and resources were channeled into the
most useful employment, Moreover, it adds, “the early
adoption of a vigorous monetary policy, which helped to
contain inflationary pressures at home, insured Germany’s
competitive position in world markets and helped provide
the ordi_na.r{ financial setting necessary for rapid economic
recovery,” @

Its concluding paragraph clearly joins the issue which divides the
majority’s views from my own. It said:

Dr. Wilhelm Vocke, one of the architects of Germany’s
recovery, notes that his country’s experience contains “two
ﬁrincipa.l lessons.” The first is that currency stability can

o achieved and preserved even under adverse circumstances.
The second lesson—and to him a more sgignificant one—is
that a monetary policy firmly committed to currency stability
not only does not confiict with rapid and sustained economic
growth but indeed is essential to its achievement.”

::Irlt‘)?c? New York Tiumes, vot, CIX, No. 37,282, Feb. 20, 1960, p, 22,
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" Because there has been so much confusion with respeet to monetary

and fiscal policy, it is necessary to set forth a few of the basic prereq-
uigites for a monetary policy that will provide long-term growth.

Dr. Winfield W. Riefler, assistant to the Chairman, Board of

Governors of the Federal Reserve Sysiem, in a paper delivered at the
segsion of the 18th Stanford Business Conference on July 21, 1959,
said: -

-What can we say then of the preferred environment for
growth? = I do not refer here to the resource factors essential
for growth, such as invention, education, and research but
rather to the more general type of environmental factors
touched upon in this paper.

First, among these I would emphasize the maintenance of
8 market-oriented economy, sensitive to competitive forces,
in which costs and prices are flexibly responsible to the inter-
play of supply and demand. In such an economy, I would
expect to find quick appreciation of the advantages of es-
sentials to growth—specialization, substitution, innovation,
efficiency, and economy.

Second, T would rely primarily upon the flexible adapta-
tion of fiscal and monetary policies to provide both a sus-
tained high level of output and a price behavior that did net
stimulate expectations of inflation, ereeping or otherwise

Third, I would hope that the bencfits of rising productivity
and growth were broadly distributed in three general direc-
tions and not overweighted in any one: (a) in the direction
of wage and income advances to the working force to encour-
age mobility and the ready availability of needed skills and
talents of points of innovation; (b} in the direction of lower
prices promotive of broader and expended markets for those
end products where productivity has lowered real costs; and
(¢) in the direction of sufficient profit-encouragement to
those who innovate sucecessfully to simulate initiative in
management-planning for growth. In other words, I would
favor a situation where the efficiencies of growth were
reflected in falling, not rising, unit costs.

- I think it was something like this that provided the envi-
ronment so favorable to the very rapid growth rates that
prevailed in this country in the last third of the 19th cen-

Ctury. 1 sua ect that the lowering of unit costs at that time,

" made possible by the application of the new techniques of
the industrial revolution to the untapped resources of the
West, created a situation in which falling prices for- final
products still left wide margins to provide higher returns. for
manpower as well as investment.

Finally, T would aveid a situation where desplte a high
rate of technical innovation and rising productwmv, unit
costs rise to such a dégree as to press seriously on profit mar-
ging and thus bring pressure for selling prices also to rise.
That path is the path of inflation with all the evils it entails.

I do not disagree with the exponents of the economies of
creeping inflation when they say that if costs rise faster than -
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productivity final prices must rise or the economy will grind
to a halt. I disagree with them rather when they say that
such a process is sustainable and constitutes an acceptable
price for growth. My complaint is that it is both cruel and
dangerous. Far from providing a firm underpinning to
growth, it will, if long continued, engender instability, in-
crease tensions, and impair the very basis of growth.®

Mr. Woodlief Thomas, economic adviser to the Board of Governors
of the Federal Reserve System, in a paper entitled, “Strategic Factors
in the Current Business Outlook ¥ presented at the Helen Slade
Memorial Conference of Forecastlng sponsored by the New York
Statistical Society, on April 23, 1959, said:

Easy money, i.e., abundant ecredit availability and low
interest rates, taken alone, cannot assure sustainable growth,
Adequate credit is essential, but excessive credit, though a
temporary stimulant, in the long run will lead to unstabihzing
consequences. Where there are special weak elements in an
otherwise strong economy, easy credit is likely to stimulate
the already exubersnt sectors without aiding those that are
depressed.

The role of meneiary policy is to assure the maintenance
of an adequate supply of cash balances for the effective opera-
tion of the economy. There is no fixed amount relative to
gross national product or any other measure that is appro-
priate under all conditions. Allowance must be made for
changes in the rate of use of existing money, which may be
influenced by liquid assets other than cash and by anticipa-
tions and other attitudes of the business community,

It is most important that bank credit not be employed as
a substitute for saving at a time when investment demands
exceed the supply of savings available for lending and when
there is relatively full utilization of resources. In a broad
sense, bank credit ehanges should correspond to changes in
savings that are held in eash form, if economic balance is to
be maintained.

Monetary policies should be conducted so as not to con-
tribute to imstability by forcing credit liquidation or stimu-
lating unsustainable credit expansion. Monetary policies,
however, cannot be expected to offset instability arising from
other factors. To attempt to do so would be likely to accen-
tuate rather than prevent instability in prices and employ-
ment in the long run. There is8 no case—at least sinee the
establishment of the Federal Reserve System—in which a
downturn has been brought on by tight money. Downturns
have usually developed because of pricing policies and income
distortions or unsustainable speculative developments that
were often aided by execessive credit expansion.®

It is significant that a person with the broad understanding of
monetary policy and an association with the Federal Reserve System

1 (3p. oit., “ Prerequisites for Economie Growth,"” National Indistrial Conference Board, p. 32
M Op, cit., “Prerequizites for Economie Growth," p. 31,
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extending for a period of 368Jl3rears—in fact, for all but § years of its.
existence—should categorically siate that:

* % ¥ There is no case—at least since the establishment of.
the Federal Reserve System—in which & downturn has been
brought on by tight money * * *%

Mr. Thomas was also a participant in the Forum of the National
Industrial Conference Board previously referred to. He discussed
Mr. Riefler’s basic economic views and summarized them as follows:

Inflation is the enemy of growth, particularly when there is
public expectation that the purchasing power of money will
continue to decline, Inflation impairs growth:

1. Because it increases instability—high level of activity
cannot be sustained for long when inflation is expected to
prevail;

2. Because it fosters the misallocation of capital and im-
pairs the quality of the managerial and investment decisions
on which gorwth is based;

3. Because it distorts the saving-investment process and
encourages overspeculation; and

4. Because it undermines the country’s position in inter-
national trade.

The recommendations contained in the majorit; ty s report would, in
time, jeopardize the entire financial stability of our economy and
result 1n its virtual collapse. No Member of the Congress can accept
these recommendations without great fear and concern. The Secre-
tary of the Treasury had made a convincing argument in favor of
having the maximum possible freedom in refunding our mounting
Federal debt into obligations which would be attractive to institu-
tional investors, The views of the majority’s report not only reject
his request for the elimination of the present 4% percent statutory
ceiling on these bonds, but, furthermore, proposes an additional
deterrent, namely, that “the Federal Reserve should immediately
take the steps necessary to regulate the presently unregulated New
York bond market and to apply margins to its customers.” If this
step were taken, it Is difficult even to begin to estimate what problems
would be generat.ed in the orderly handling of the Federal debt.

This last suggestion is made without any explanation or supporting:
evidence as to 1ts necessity or any evidence of abuses in the New Yorﬁ
bond market which requires this drastic intrusion of & new Federal
regulatory power.

It is agaim noteworthy that the committee, in outlining its plans for-
the coming year, discusses the tabulation and summary of & question~
naire submitted by 17 security dealers. It states:

In connection with the committee’s hearings condueted as
part of the study of employment, growth, and price levels, the.
17 firms dealing in Federal Government securities were asked
to submit detailed information on 2 number of aspects of their
business over the last 10 years. The assembly and submis-
gion of this information is now nearly completed. The desig-
nated staff is directed to tabulate and summarize the data.

# Ihid.
41 Thid,, p. 30.
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from the dealers for committee consideration, in accordance
with committee rule 23, in a manner which will not reveal the
identity of any individual, partnership, corporation, or entity.

It is diffieult to justify a sweeping proposal such as the regulation of
the New York bond market when tﬁe committee admits that it has not
yet tabulated the questionnaires received from dealers in these securi-
ties. In faect, it is appropriate to question whether any worthwhile
result can be achieved by ansalyzing questionnaires if preconceived
answers have been dertved before their study.

It is remarkable that the majority’s report of the Joint Economic
Committee can completely fail to comment on the performance of the
«wountry’s eredit machinery during the past year as revealed in the
President’s Economic Report. Federal Reserve policy was directed
ot maintaining a stable price level. This goal has been achieved with
only a small expansion in total bank assets, Nevertheless, the econ-
omy was able to finanee a record recovery.

he majority’s report states:

* ¥ * We must, however, be concerned about the undue
emphasis on fighting inflation which continued to dominate
the administration’s policies and those of the monetary
authorities.

It seems far wiser to stop inflation before it starts than to clamp
‘controls on the economy later,

The President’s Economic Report shows that the growth in both
-consumer and real estate loans exceeded the high rates of 1855, He
stated that—

Not only was consumer lending by banks at & record rate,
but so was the overall increase in consumer credit out-
standing. * * * All major categories of installment credit
other than that extended for the purchase of automobiles
rose more than in 1955, Contrary to the developments in
that earlier year, however, there appears to have been no
a.lilpreciable liberalization in 1959 of the maximum terms on
which installment credit was made available to consumers.”

He also said:

* * * The amount of nonfarm residential mortgage
credit in use increased by a record $15 billion, compared
with an increase of $12 billion in 1958, State and local
security issues exceeded those in any previous year, as new
authorizations of State and local securities continued to
build up a large backlog of issues.

The credit markets were also required to supply funds
associated with an increase of $7.9 billion in U.g. g}ovem-
ment debt and to absorb outside of the banking system the
$8 billion reduction, referred to above, in bank holdings of
U.S, securities. Most of the new issues of Federal securities
were obligations of short- and intermediate-term maturity,
because the 4)-percent interest rate limitation effectively
precluded flotations of longer term U.S. Government se-
curities after the early part of the year. Hence, the Federal
Government was forced to do mueh of its needed financing in

4 Op. olt,, Economic Report of the President, January 1960, p. 19,
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the same maturity range in which commercial banks were
reducing their holdings of Government obligations,

Investment sources outside the commercial banking
systemm absorbed the new offerings of Federal securities,
a8 well as bank sales of short- and intermediate-term Federal
obligations, but at & substantial increase in rates. Non-
financial corporations expanded their holdings by $5 billion
* * * mostly n very shori-term securities; foreign and
international accounts, savings and lean assoctations, and
individuals likewise added to their portfolios.*

None of these statements indicate that the policies of the Feaeral
Reserve System have in any way interfered with housing and home
construction, with sxpansion of consumer credit, or the financing of
State and local bond issues for those projects demanded by the voters
in their respective localities.

It should be emphasized that an increase in the interest rates does -
not necessarily profit large institutional investors or commercial banks
since the value of their present bond portfolio is immediately reduced.
Furthermore, interest received on Federal securities in most cases is
fully taxable, and a large portion of it reverts back to the Treasury.

he majority’s report continues to raise an emotional issue rather
than to deal with an economie fact; namely, how the Treasury can
best refund its obligations which are maturing at a rate of about $80
billion annually. long as a large portion of the national debt
consists of short-term securities, the financial community will be
subject to continuing pressures which impede loans to small business
which is the objeet of this committee’s apparent concern,

If a larger portion of the Government debt were sold to institutional
investors who are necessarily interested in long-term securities at a
competitive yield, the pressure on short-term borrowers and those
concerned with the purchase of homes and consumer goods or requir-
ing funds for financing small business would abate. High interest
rates for these classes of borrowers are the direct responsibility of this
Congress, which has refused to take the action recommended for
their relief.

The majority’s report in its discussion of monetary policy expresses
particular concern with the financing of homes. Page 209 of the Presi-
dent’s Economic Report, table D—46, shows a continuing growth in
conventional mortgage financing which reached an all-time peak in
1959 of $77 billion, an increase of $9.4 billion over 1958. On the other
hand, there was a decline in Veterans' Administration mortgages of
$300 million and an increase in Federal Housing Administration-
insured mortgages of only $4.2 hillion.

Artificial interest rates do not build homes, and they represent a
disservice to those in the construction industry as well as to those who
are seeking new housing.

These views were reinforced in testimony before the Joint Economic
Committee by Dr. George Cline Smith, viee president and chief
economist of ¥. W. Dodge Corp., on February 1. He commented on
the role of interest rates as a factor in the growth of conventional
mg(litgages and Government-underwritten mortgages. Dr. Smith
said—

# Ibi,
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* * * there are many who believe that housing should be
used a3 a balance for the rest of the economy, and it is obvious
that it has tended to serve in this capacity. The question has
been raised, however, whether it is {¢} {air to those in labor
and management whose incomes are tied to this industry to
make use of it in such a manner, and () wise to interrupt the
progress that might otherwise be made in such a social neces-
sity as better housing. R

am firmly convineed that the principal, if not the only-.
important cause of the cyclical movements of housing in the
postwar period is the interest-rate structure—sand only in
the FHA-VA sectors of housing, at that. Demand as such
for new housing has remained steady, year after year, as far
a8 I can make out. Regardless of interest-rate changes,
conventionally financed housing has not shown any signifi-
cant cycle. The entire roller coaster in housing starts is
accounted for by the FHA-VA-insured programs.

It is easy to deduece that the solution to the housing eycle
lies either in maintaining steady and relatively low interest
rates or in making the F%—IA and VA rates flexible enough to
compete in the money markets. The first solution, in my
opinion, is incompsatible with our economic system. The
latter solution has been requested by the President again in
his messages to Congress.# . :

VI. CONCLUBIONS

Public Law 304, 790th Congress, the Employment Act of 19486,
expresaly provides that: ' s

Sec. 2. The Congress hereby declares that it iz the con-
tinuing policy and responsibility of the Federal Government.
to use all practicable means consistent with its needs and
obligations and other essential consideration of national
policy, with the assistance end cooperation of industry,
agriculture, labor, and State and local governments, to’
coordinate and utilize all its plans, functions, and resources
for the purpose of creating and maintaining, in & méanner
calculated to foster and promote free competitive enterprise
and the general welfare, conditions under which there will
be afforded useful employment opportunities, including self-
employment, for those able, willing, and seeking to work,
and to promote maximum employment, production, and
purchasing power.*

It will be noted that all actions recommended by the Congress or
the Executive should foster and promote free competitive enterprise.
There are greater values involved than merely economic questions in
this formulation of basic policy. Qur forefathers provided that
American citizens were to be afforded the maximum opportunity to
determine how they shall live their lives under God. They had just
fought a war to be free from the economic decisions imposed by a
F:bl':tlealrgiggs before the Joint Economic Oommittee, Congress of the United States, Washington, D.C;,

4 Op, cit., " Current Price Developments and the Problem of Economic Stabilization,” hearings before
the Joint. C&mmit,tee on the Eeonomi¢ Repeort, S &s :
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Parliament who thought that they were more competent to determine
how the settlers on this continent could best fulfill their lives.

Free competitive enterprise embraces a freedom of choice in dis-
posing of one’s income and in maximizing one’s satisfactions, as long
as it 18 not done at the expense of others. It embraces the freedom
to work where one wishes, to purchase what one wants, to spesk, think,
and worship as one pleases. These are the basic tenets of the American
way of life,

President Eisenhower in his Economic Report said:

However, we must go further in establishing a broad pub-
lic understanding of the relationships of productivity and
rewards to costs and prices. It would be a grave mistake
to believe that we can successfully substitute legislation or
controls for such understanding. Indeed, the complex re-
Jationships involved cannot be fixed by law, and attempis to
determine them by restrictive governmental action would
jeopardize our freedoms and other conditions essential to
sound economic growth.

QOur system of free institutions and shared responsibility
have served us well in achieving economic growth and im-
provement. From our past expericnce, we are confident
that our changing and increasing needs in the future can be
met; within this flexible system, which gains strength from
the incentive it provides for individuals, from the scope it
affords for individual initiative and action, and from the
assurance it gives that Government remains responsive to the
will of the people.t®

The Chairman of the President’s Council of Economic Advisers,
Dr. Raymond J. Saulnier, has repeatedly stated that the ultimate
purpose of the American economy is to produce more consumer goods.
He stated that the objective of everything that we are seeking is to
produce things for consumers. This philosophy is consistent with
the freedoms embodied in our basic history. On the other hand,
there are many individuals who believe that the objectives of our
economy are not merely the production of more consumer goods
which in turn is predicated on Eee consumer choice, but rather more
facilities provided by Government. These thoughts have appeared
in many books and papers written in recent years, which are predi-
cated on the premise that we hdave become “an affluent society.”
Their concept is based on Government planning rather than consumer
choice in the marketplace.

I reject this philosophy unequivocally. The policies and recom-
mendations embodied in t{le majority’s report, if they are ever enacted
into law, would, in time, result in the elimination of those freedoms
which Americans cherish, :

- The American economy is based on voluntary decisions rather than
planuing by an all-wise bureaucracy. It is relatively easy to plan
an economy where living standards are low. The only consideration
is to insure that everyone shall kave a basic subsistence.

Fortunately, we are living in a country where competition in the
marketplace for the patronage of consumers who are free to buy or
not to buy provides the motivating force, and our living standards
are the highest in the world. If Government spending and taxes

# Op. cit., “Economic Report of the Pregident,” Janunary 1960, p. 8.
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rise to a point where the collective decisions represent too large a
share of our gross national product, the incentive system which has
made this country great will be destroyed.

This commmittee is necessarily concerned with maintaining a rate of
growth which will not only advance the well-being of our pecple,
insure the maximum employment consistent with the maintenance:
of free enterprise, but also insure our ability to assist other countries
in the free world to maintain their way of life free from aggression:
from any source. Many attempts have been made to justify ex-
cessive Government direction of the economy on the basis of Russia’s
supposed rise in productivity.

One of the most distinguished economists of this age is Colin C,
Clark, formerly of Australia, and presently director of research for
the Eeonometric Institute, Ine., who testified before the Joint Eco-
nomic Committee on September 28, 1959. Mr. Clark, who has
contributed so much to modern economies, dealt with this subject in
his testimony before the committee, but this again was never referred
to in the majority’s views in Senate Report No. 1043. The following
colloquy between the chairman and Mr. Clark is basie to an under-
standing of our problem:

The CuairMan. In recent years the rate in Western
Europe has had a higher growth rate than we? Western
Contmerital Europe?

Mr. CLarr. Yes. But these figures ara of their nature
nusleading, because you are taking eountries which have
been devastated by war, and you are measuring their rate
of recovery. I think it is a gir parallel to take a doctor
who is treating a child recovering from a serious illness,
plotting its weight on a diagram, seeing how rapidly it rises,
and saying that within a year the child will weigh more than
its father. If a doctor did that, we would regard him as
unfit to practice medicine. But economics is still a very
unsophisticated science. And a lot of these claims which
are made about the Russian growth rate are entirely wide
of the.mark. The idea seems to have got general acceptance
that the Russian growth rate is two or three times the
American.

In fact, over the long period-——and I submit the detailed
evidence—the Russian growth rate in product per man-hour
is very considerably below the American.

The Cuairman. The Russians are undoubtedly unscru-
pulous at handling figures. How can you be clever enough
to detect the degree of their unserupulousness and deflating
figures properly? ' . : -

Mr. Crark. It has'taken more than 20 years of continuous
study, Mr, Chairman, T first published a book on this sub-
ject 1n 1939, and I have relied a good deal on other critical -
work, particularly by Jasny; Nove, and Chapman. 1 should
alzo add that the vwork done by Professor Nutter in the "
National Bureau of Economic Research comes to exactly the
same conclusion using an entirely different method, bécaiise . -
I have worked using figures of actual consumption and invest- -
ment. He has worked by using manpower productivity in .
sectors of manufacture. And he has come to just the same
conclusion.
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"You can understand the zeal with which Soviet and fellow-
traveling propagandists tried to make their case, because the
Russian philosophy is a materialist one. The Russian

: people have heen called upon to sacrifice their property and

" . their freedom and their family life and their religious beliefs
and everything else for the sake of productivity, and it is a
bit hard to find, as they are finding, that all they have is a
very second-class improvement in productivity in return for
sacrificing everything else. .

Coming back to American prospects, I should say there is
no serious prospect of the 2.3 perannum productivity growth
being increased. Or, if it is t0 be changed, it will only be

. changed very slowly. These productivity changes in nearly
every country take place continuously and slowly ¥

"“"'To preserve the freedoms that we cherish, Government expenditures
and taxation must be curbed. This philosophy is contrary to the
‘entire thesis of the majority’s report. It is unfortunate that Mr.
Clark’s earlier testimony was not reflected in the preparation of the
‘majority’s views., Mr. Clark festified:

You may remember, Mr, Chairman, in 1952 you presided
over g radio debate between myself and Professor Heller, who
took the view that high levels of taxation did no ecoromic
harm. That is the view held, I am afraid, bv the majority
of economists. And when we concluded the debate, we left
‘the matter undecided, and 1 said, “Well, if I come back after
a few years, I am afraid I shall find American prices very
much higher than they are now in 1952.” And I am afraid
that has been the ease. The rise has been persistent, even
though we have had two quite sharp business recessions dur-
in% the intervening years.

first reached this conclusion about 25 pereent of the
national income’s being the safe limit for taxatiou in an article
published in the Economic Journal in 1945. And it is ap
Interesting point that the editor of the Economic Journal
who published the article was Lord Keyvnes, and in addition
he wrote me a persenal letter in 1944 in which he said that
he agreed with my conclusions. In fact, during the last
vears of his life Keynes went out of his way to say that he
himself was not a Keynesian, and he did not agree with the
ideas which were being advocated in his name.®

In spite of the fact that no one has refuted Mr. Clark’s econclusion
that 25 pereent of the national income is a safe limit for taxation, in
1958, the last year for which total figures are available, Federal, State,
and local taxes combined to consume more than 30 percent of our
national income. Furthermore, the Federal Government was operat-
ing with a deficit of $13.3 billion.* - o

Unfortunately, these same ideas are now being advenced by indi-
viduals far less able than Keynes to understand their full implications
to our way of life.

7 “Employment, Growth, and Price Levels,” hearings before the Joint Economic Committes, Congress
of the I{inlted Btates, 86th Cong., 15t sess., pursuant 10 5, Con. Res, 13, Sept. 28, 1959, pp. 24565-2467.

18 Tbid, p. 2458.

"0 Elt., “Reoncmic Baport of the President,’ Janaary 1960, pp. 166, 218, 219,
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- ADDITIONAL VIEWS OF SENATOR JACOB K. JAVITS

Government is the servant of the people, not their master. It exists
to serve their requirements, to create the climate and the security
within which they can pursue the means to achieve a high standard of
living and a creditable national destiny. Hence Government spend-
ing—additions to the gross national product by Government itzself-—
is not the optimum way in which to achieve the highest aggregate
well-being or to increase most effectively the Nation's resources or
its productivity.

It is vital to recognize two factors:

First, our efforts in respect of slum clearance and urban renewal],
resources development, schools, aid to depressed areas in the United
States, health and medical research, and similar programs must be
directed toward facilitating and improving the people’s opportunity
and capability to produce and to enjoy, rather than being considered
to consiitute prmfuction in and of themselves. Second, increase of
production and growth of productivity is not in itself an absolute
objoctive in a private economy; such growth must be selective in
order to have the greatest and most meaningful impact on the welfare
of the people and the interests of the Nation. For example, increases
in heusing, modernization of our railroads, and slum clearanee and
urban renewal are far more important for meaningful growth in the
economic system than is the production of ever more expensive, com-
plex, and extravagant luxuries. While Iuxuries may make our lives
more enjoyable—and we certainly value them as an essential part of
the Amverican way of liffe—there must be a certain balance between
the extent of such production and other uses of our productive re-
sources within the totality of the nationa) balance sheet.

It is these two major points which are basic to my disagreement
with the majority, which 1t seems to me does not give them the weight
they deserve, in their discussion of growth and the utilization of our
national resources. It is for that reason that I feel impelled to state
my views separately., I also wish to note that I feel it is the duty of
the Joint Economic Committee, in reviewing and reporting on eco-
nomic conditions to the Congress and the Nation, to narrow and point
up the divergences in our di%l;;rent points of view, whils indicating the
wide areas where agreement exists, rather than to widen divergences
of view, which has been, I regret to state, the effect of recent reports.

Whatever else might have developed since the time of the President’s
1959 Economic Report, one thing is now clear: There appears to be
general agreement that while the danger of a hot war in the struggle
between ?:eedom and communism has diminished lately, the Eﬁlty
of the economic and socia] struggle has grown more real and urgent.
It has also become clear that in this economic and social struggle the
final decision is going to be won “‘at home,”’ considering the whole free
world as home. ¥or the battleground of decision is seen with con-
stantly greater clarity to be the less developed and relatively un-
committed nations and areas of the free world in south and southeast
Asia, Asia Minor, Africa, and Central and South America.
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In this strulggle two questions will decide: First, can the free world'
help the people of the less developed areas attain an adequate rate of
development, leading them as quickly as they have a reasonable right
to expect toward mora tolerable living conditions, and second, will the.
Communists be able to persuade the peoples of these less developed
areas that the way to attain their sociﬁﬁ] and economic objectives is by
accepting at one and the same time the tyranny, suppression of human
dignity, and iron discipline of communism? Upon these two ques-
tions hinges the fate of the free world, and therefore of mankind.

In thegEconomic Report of the President, taken together with the.
President’s message on foreign economic assistance which was sent to
the Congress on February 16, 1960, we are beginning to spell out.
these issues and questions, and the ways to answer them,

The challenge of the free world is its own economic and social
integration, It is now clear that whatever the Communists may do,
the effective combination of free men can frustrate and defeat them:
and win the epic struggle of our times for freedom,

Basic to the economy of the free world, especially of the newly
developing areas to which an active foreign trade in the primary
commodities is indispensable, is a liberal U.8. trade policy. Such a
trade policy is required in fairness to consumers in the United States
and ca]])ls, also, for the increased competitive sharpness of our domestie:
production system. It calls for increased exports, particularly in the.
face of our substantial balance of payments deficit, exports which are.
in themselves a test of our productive capacity and competitiveness
in the struggle between free institutions and eommunism. It requires:
that the other industrialized nations of the free world must join in
the work of economic development of the less developed areas. The.
potential for this cooperation exists, the will is there, and a start has.
been made at the recent Paris confercnee of January 1960, with the.
proposals of Under Secretary of State Douglas Dillon, aimed at the.
establishment of a 20-nation organization of Atlantic economic coop-.
eration which can pursue coordinated economie policies.

In these endeavors we must also keep very much in the mind the.
possibility of economic dislocation in certain segments of the economy,.
which can result from inercased imports—while we recognize that.
exports employ eight or more times as many Americans s are ad-.
versely affected by such imports. We know we cannot sell (export)
if we do not buy (import), Eut we must establish machinery to assisi
those economic areas which are adversely affected by the overall U.S.
foreign trade policy by making available to such industries and em-
ployees low interest loans, reconversion and retraining assistance, and,
where necessary, aid in relocation. We must never forget the impact
at home of our national policies, nor must we place ourselves in the
situation where our failure to meet these domestic needs will adversely:
affect our long-range national economic policy requirements, which
heve their impaci on the economy as & whole.

Of great importance to the outeome of the economic struggle will'
be the degree to which U.S. civilians enlist directly in the effort to.
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romote peace and prosperity in the free world by working overseas
or businesses and voluntary organizations, as well as for the Govern-
ment. A national drive should be launched to usher in & new ers in
1960, an ers of thousands of well-trained, dedicated, versatile young
Americans abroad, as businessmen, students, workers, teachers, mis-
sionaries, technicians, and doctors, together with their families, ready
and willing to teach or to train as well as to listen and learn.
Person-to-person diplomacy by 500,000 American civilians working
overseas compared to the 100,000 working overseas now is = realistic
short-range goal, if 1J.8. public and private overseas assistance con-
tinues to expand and grow as it should in less developed areas and
as 1.8, colleges and universities equip themselves to train thousands
for overseas asgignments. The great majority of these Americans
working abroad are destined to be stationed in the front lines of the
new economic struggle, for the less developed areas are the favorite
target for the Communist bloc’s economic penetration,

It seems clear that an increase in productivity is essential not only
to enable us to meet the needs of our growing population, but to
improve as well our overseas position in terms o% our balance of pay-
ments and to enable us to carry the leadership of the free worlcf for

eace.

P A conscious effort to increase our productivity may well be made
with help from our wartime experience, during which 5,000 labor-
mansagement productivity councils were registered with the Federal
Government. The Department of Labor in cooperation with the
Department of Commerce and other appropriate agencies should
begin to lay plans for the development of local and regional labor-
management produetivity ecounecils. Such councils should have
representatives of the trade unions, mansgement, and possibily local
government. They could at this time plan for improving labor-
management relations, the fransition to automation, improving plant
efficiency and safety, improving job training and apprenticeship
programs, reducing avoidable absenteeism, and establishing better
mutual understanding between industry and the community. 1 am
planning to introduce legislation in the near future which would
promote the establishment of such councils.

I fully recognize the wvalidity of the President’s position with
respect to the Federal Government’s fiscal policy, requesting favorable
action by the Congress on his recommendations for appropriations
and revenue measures contained in the 1961 budget; the use of an
cxpected $4.2 billion surplus for debt retirement; and action by the
Congress with respect to the interest ceiling on issues of long-term
Federal bonds. But, I must point out that none of these points are
immutable or inflexible in their apecific implementation.

The financial viability of this Natlon is & major element in national
security, growth and high production, employment and income, and
therefore we cannot lay aside budgetary considerations; at the same
time, it would be folly to permit them to become the primary de-
terminants of our national policy. We must achieve the ability to

51504—8B0——7
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meet the domestic and international economic challenges which
eonfront us, without making a budget surplus our seole aim—yet with
the intent to balance the budget and te achieve a meaningfufrsurplus
for the reduction of the national debt wherever possible, by a careful,
hardheaded regard for budget and fiscal necessities. The budget may
well have to yield to such exigencies as adequate aid to education and
still could show a substantial surplus—while in return, the results of
sufficient Federal assistance in this ares today will result in sub-
stantially greater benefits to the national strength, income and
revenues,

A little loosening of the budget could be joined with tax revision
and tax reform. I recognize the obligation to support an adequate tax
struetbure, both in terms of continuing for the present the existing scale
of most excise taxes and in terms of closing tax loopholes which
presently permit large segments of the economy to escape their
responsible share of the burden of Government. That is why I favor
3 reasonable reduction in the 27}-percent oil depletion allowance, in
excessive mineral depletion allowances, and in other special tax
privileges. Also consideration needs to be given to the encourage-
ment of foreign private investment, the retirement needs of middle-
income earners, and small business,

The current red-hot debate over the existence of a U.5. “‘missile
gap” and the adequacy of our defenses, and the implications of these
factors for the destiny of the United States as the leading free world
power, have projected into even greater prominence the status of our
higher education system. and our dependence on its capability in the

ears ahead to train and develop the talent essential to free world
eadership in the space age—scientifically, technologically, and
culturally. .

With respect to the importanee of debt management policy to price
stability, budgetary control and the strength of the economy, there
can be {ittle doubt. - But even here there can be flexibility in meeting
the requirements of the Economic Report. For example, the Presi-
dent’s recommendation with respect to interest rates on long-term
bonds—those with maturities over 5 years—could be met by granting
this request with respect to bonds issued during a term of years—
perhaps the next three—thus retaining residual congressional control,
with provision for a review of the operations of the Treasury while
{reed from the ceiling during the intervening years. In addition, I
continue to urge that the Treasury meet at least part of its need for
long-term funds through fuller utilization of the special role of savings
bonds. The particular anti-inflationary character of these issues,
their substantially lower interest costs to the Government, and the
leeway which now exists with respect to their interest rates, set at
3.75 percent by the Treasury, but subject to a ceiling of 4.25 percent,
calls for a vast increase in their sales. Right now they are at a new
low ebb as a means of Federal Government finance with redemptions
rising and sales falling.

Irrespective of congressional action on long-term marketable bond
interest rates, I urge that there be a drive to sell to the public what we
now call savings bonds, but what should be renamed ‘‘peace bonds”—
this drive to feature a special $25 billion issue which would seek to
attract millions of new investors in a significant shift of the national
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debt into these securities. These should carry an interest rate higher
than the present 3.75 percent if that is necessary to achieve the desired
amount of sales. My colleague, Senator Williams of Delaware, has
suggested a most commendable plan for such savings bonds which
would call for an immediate rise in their interest rates to 4.25 percent.

It should be clear that to meet our economic and production needs,
reliance cannot be on monetary and fiscal policy primarily. These
are tools and catalysts; they do not ereate and produec goods in them-
selves. It is the potentials of labor and capital, of inventiveness and
msnagerial skills which produce and which increase productivity. The
potentials of the United States with respect to such real productivity
increases are great and they must be achieved to make our economie
position secure. The real problems here require us to come abreast of
such specific national needs as an adequate transportation system, as
reflected in the problems of the railroads in terms of modernization,
research and development of new techniques. In this specific area,
I have just introduced legislation to establish a National Advisory
Committee on Rail Transportation, with the specific duty of under-
taking and guiding research and development programs to enable this
vital industry to modecrnize its facilities and upgrade its operational
efficieney and services in the discharge of its present and future
responsibilities. This committee would function along the lines of the
National Advizsory Committee on Aeronautics, which led in the tech-
nological development breakthrough of the aviation industry to the
healthy giant it is today.

We must not ignore the ancient maxim that man does not live by
bread alone, nor forget that a healthy and strong economy must find
a proper place for t%e democratic aspirations and the cultural needs
of its citizens. Purely in terms of economic welfare and strength,
these factors are vital, for the human resources of all our peoples,
regardless of race, color, religion or national origin must be equally
available to strengthen and contribute to the economic requirements
of the country. When prejudice and discrimination deprive us of the
services of one person, or deprive one person of the opportunity to
achieve, through adequate education, the ability to serve to the best
of his potentiai every American suffers the consequences. Diserimi-
nation Is & luxury we cannot afford; in addition, it is & drain on the
body politic which weakens it far beyond the loss to any individual
worker. A free economy depends on a free society—one in which
the opportunity of economie choice and the opportunity of political
and social choice go hand in hand,

Similarly, the morality of the Nation, as reflected in its attitude
toward minorities and in its support of cultural activities, goes not
only toward strengthening it in its productive powers, but also con-
tinues to assure that what we are fighting for in the struggle of eco-
nomic and social systems between freedom and communism will be
attained at home.

In all these considerations, I think that the greatest importance
should be placed on finding the methods which will maximize the
use of the private sector of the economy to meet the needs of our people
and our Nation, both at home and abroad. We must find the areas

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



88 1860 JOINT ECONOMIC REPORT

in which, without sacrificing the basic economic precepts of free enter--
prise and individual choice, we can expand our weslth, production,
and employment. while, at the same, time, protecting our standard of”
living, our fiscal stablhty, and the value of the dollar. Qur task is to-
balance our needs, not with the thought that one goal must be sacri-
ficed to achieve another, but with the full realization that we may be-
able to achieve most or all of them through a judicious use of our-
resources.

Survival is not a noble end in itself. It is meaningful only if what
survives in our Nation ig our freedom, our cultural heritage, and our-
standards of values and morality for whieh our peoples have striven:
80 heroically in the past, and will always strive,
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PuBLicaTiONSs oF THE JoiNT EcoNomic CoMMITTEE !

January 1947-February 1960

“*Decluring a National Policy on Employment, Production, and Pur-
chasing Power (Report of the Joint Committee on' the Economic
Report), Senate Report No. 11: January 1947.

Food Prices, Production, and Consumption (Report of the Joint Com-
mittee on the Economic Report), Senate Document 113: April 1957.

*Hearings on Current Price Developments and the Problem of Eco-
nomic Stabilization (June 24, 25, 26, July 2, 8, 9, 10, 14, 15, 16,
and 17, 1947): July 1947.

*Interim Report on the President’s Program To Deal With the Problems
of Inflation {Report of the Joint Committee on the Economic
Report), Senate Report 809: December 1947,

“*Hearings on Anti-inflation Program as Recomrmended in the Presi-
dent’s Message of November 17, 1947 (November 21, 24, 25, 26,
28, December 2, 3, 4, 5, and 10, 1947): December 1947.

*Allocation and Inventory Control of Qrain for the Production of Ethyl
Alcohol (Report of the Joint Committee on the Economic Report),
Senate Report 888: February 1948.

*Hearings on Alloeation of Grain for Production of Ethyl Aleohol
(February 5 and 6, 1948): February 1948.

“*High Prices of Consumer Goods (Report of the Joint Committee on
the Economic Report), Senate Report 1565: June 1948,

Hearings on Increases in Steel Prices (March 2, 1948),

*Joint Feomnomic Report (Report of the Joint Committee on the
Economic Report on the January 1948 Economic Report of the
President), Senate Report 1358: May 1948,

*Hearings on Credit Policies (April 13 and 16, May 12, 13, 27, 1948):
July 1948.

*Statistical Gaps, Current Gaps in Our Statistical Knowledge (materials
assembled by the staff of the Joint Committee on the Eeonomic
Report), committee print: July 1948,

Consumers’ Price Index {materials assembled by the stafl of the Joint
Committee on the Economic Report), committee print: December
1948,

*Hearings on Profits (December 6, 7, 8, 9, 10, 15, 16, 17, 20, 21, 1948):
December 1948.

Profits (Report of a Subcommittee of the Joint Committes on the

conomic Report on Profits Hearings), committee print: February
1949.

Hearings, January 1949 Economic Report of the President (February

- 8,9,10, 11, 14, 15, 16, 17, 18, 1949): March 1949,

Joint Economw Report (Report ‘of the Joint Committee on the Eco-
nomic Report on the January 1949 Economic Report of the Pres-

- ident}, Senate Report 88: March 1949,

1 glngle coples of the pu‘blI(:atIons listed may e obtained from the Toint Economic Coram!ttee except as
-otherwise noted, A dditional (bo%eﬁ of committee puhlieations may he purchased from the Supermt.endent
of Documents, Washington 25, I3.C., at the price given. The prices shown are for slnele coples. There

15 a discount Tor quantity orders.  Ontol- print publleations are denoted by an asterisk. blications
available only from Superintendent of Documents are denoted by & dagger (1),
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Joint Economic Report (minority views of the Joint Committee on the
Economic Report on the January 1949 Economic Report of the
President), part I1 of Report 88: April 1949,

*Employment and Unemployment (initial report of the Subcommittes
on Unemployment}, committee print: July 1949.

*Eeconomy of the South (the impact of Federal policies on the economy
of the South), committee print: July 1949.

Factors Affecting the Volume and Stabulity of Private Investment (nate-
riels on the investment problem assembled by the staff of the Sub-
committee on Investment), Senate Document 232: September 1950;
reprinted from ecommittee print of October 1949,

*Hearings, Subcommittes on Monetary, Credit, and Fiscal Policies,
Federal Expenditure and Revenue Policies, September 23, 1949
{containing National Planning Asscciation reports prepared by
Conference of University Economists): October 1949.

*Selected Government Programs Which Aid the Unemployed and Low-
Income Families (materials assembled by the staffs of the Subcom-
mittee on Unemployment and the Subcommiitee on Low-Income
Families}, committee print: November 1949,

Low-Income Families and Economic Stability (materials on the problem
of low-income families assembled by the staff of the Subcommittee
on Low-Income Families), Senate Document 231: September 1950;
reprinted from committee print of November 1949,

Compendium of Materials on Monetary, Credit, and Fiscal Policies (a
colleetion. of statements submitied to the Subecommittee on Mone-
tary, Credit, and Fiscal Policies by Government officials, bankers,
economists, and others), Senate Document 132: January 1950;
reprinted from committee print of November 1949.

Hearings, Subcommittee on Investment, Volume and Stability of
Prigate Investment, Part 1 (September 27, 28, 29, 1949): November
1949.

Basic Data Relating to Steel Prices {materials assembled by the staff
of the Joint Committee on the Economic Report for use in steel
hearings), committee print: January 1950.

Highways and the Nation’s Economy (inaterials assembled by the staff
of the Joint Committee on the Economic Report), Senate Document
145: January 1950.

*Hearings, Subcommittee on Monetary, Credit, and Fiscal Policies,
Monetary, Credit, and Fiscal Policies {September 23, November 186,
17,18, 22, 23, and December 1, 2, 3, 5, 7, 1949): January 1950.

*Monetary, Credit, and Fiscal Policies (Report of the Subcommitiee on
Monetary, Credit, and Fiscal Policies), Senate Document 129:
January 1950. ‘

Employment and Unemployment (Report of the Subcommittee on
Unemployment), Senate Document 140: February 1950, .

*Hearings, Subcommittee on Investment, Volume and Stability of
Private Investment, Part 2 (December 6, 7, 8, 9, 12, 13, 14, 15, 17,
1949): February 1950, .

Hearings, Subcommittee on Low-Income Families, Low-Income Fam-
ilies %i‘)ecember 12, 13, 14, 15, 16, 17, 19, 20, 21, 22): March 1950,

*Hearings, January 1950 Economic Report of the President (January
17, 18, 19, 20): February 1950.

Hearings, December 1949 Steel Price Increases (January 24, 25, 26,
27): Mareh 1950. : .;

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



1960 JOINT ECONOMIC REFPORT 91

* Low-Income Families and Feonomic Stability {final report of the Sub-
committee on Low-Income Families), Senate Document 146;
March 1950.

Volume and Stability of Privale Investment (final report of the Sub-
committee on Investment), Senate Document 149: March 1950,
December 1949 Steel Price Increases (Report of the Joint Committee

on the Economic Report), Senate Report 1373: March 1950,

*Handbook of Regional Statistics (material assembled by the staff of
the Joint Committee on the Economic Report), committee print:
April 1950,

Joint Feonomic Report (Report of the Joint Committee on the Eco-
nomie Report on the January 1950 Economic Report of the Presi-
dent), Senate Report 1843: June 1950.

*General Credit Condrol, Debt Management, and Eeonomic Mobiltzation
(materials prepared by the stafl of the Joint Committee on the
Eeconomic Report), committee print: January 1951,

Underemployment of Rural Families (materials prepared by the staff
of the Joint Committee on the Economic Report), committee
print: February 1951.

*The Economic and Pelitical Hazards of an I'nflationary Defense Econ-
omy (materials prepared by the staff of the Joint Committee on
the Economic Report), committee print: February 1951.

Hearings, January 1951 Economic Report of the President (January
22, 24, 25, 26, 29, 31, February 2): March 1951.

Joint Eeonomic Report (Report of the Joint Committee on the Eco-
nomic Report on the January 1951 Economic Report of the Presi-
dent), Senate Report 210: April 2, 1951.

Making Ends Meet on Less than $2,000 a Year, Case Studies of 100
Low-Income Families (communication to the Joint Committee on
the Economic Report, from the Conference Group of Nine National
Voluntary Organizations Convened by the National Social Welfare
Assembly), committee print: July 1951.

Prevalence of Price Culting of Merchandise Marketed Under Price~
Maintenance Agreements, May 28 through June 25, 19561 (study pre~
pared for the Joint Committee on the Economic Report and the
Select Commitiee on Small Business), committee print: July 1951.

The Need for Industrial Dispersal (materials prepared for the Joint
Committee on the Economic Report by the committee staff), Senate
Document 55: August 1951.

* National Defense and the Economic Outlook (materials prepared for the
Joint Committee on the Keonomiec Report by the committee staff),
commitiee print: August 1951.

Inflation Still @ Danger (report of the Joint Committee on the Eco-
nomic Report together with materials on national defense and the
economic outlook included in committee print mentioned above),
Senate Report 644: August 1951.

*Questions on General Credit Control and Debt Management (preparad by
gtaff of the Subcommittee on General Credit Controf and Debt
Management of the Joint Committee on the Economic Report),
committee print: October 1951,

Monetary Poliey and the Management of the Public Debt. Their Role
in Achieving Price Stability and High-Level Employment (replies.

. to questions and other material for the use of the Subcommittee on.
General Credit Control and Debt Management): February 1952,
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Hearings, January 1952 Economic Report of the President (January
23, 24, 25, 26, 28, 30, 31, February 1): February 1952.

Constitutional Limitation on Federal Ineome, Estate, and Gifi Tax Rates
(materials assembled for the Joint Committee on the Economic
Report and the Select Committee on Small Business of the House
of Representatives), committee print (sale price 15 cents): February
1952,

Joint Heonomic Report (Report of the Joint Committee on the Eco-
nomic Report on the January 1952 Economic Report of the Presi-
dent together with National Defense and the Economic Qutlook for
the Fiscal Year 1953, material prepared for the Joint Committee on
the Economic Report by the committee staff), Senate Report No.
1295: March 1952,

The Tazation of Corporate Surplus Accumulations, The Application
and Effect, Real and Feared, of Section 102 of the Internal Revenue
Code dealing with Unreasonable Accumulation of Corporate Profits
(study prepared for the Joint Committee on the Economic Report
by Dr. J. K. Hall), committee print: May 1952.

*Hearings, Subcommittee on General Credit Control and Debt Man-
agement, Monetary Policy and the Management of the Public
Debt (March 10, 11, 12, 13, 14, 17, 18, 19, 20, 21, 24, 25, 26, 27, 28,
and 31, 1952): May 1952.

Monetary Policy and the Management of the Public Debt (Report of the
Subeommittee on (Feneral Credit Control and Debt Management)
Senate Document No. 163: July 1952.

Federal Tax Changes and Estimalted Revenue Losses under Present Law
(Materials prepsred for the Joint Committee on the Economic
Report by the committee staff), committee print: November 1952,

Sustaining Heonomic Forces Ahead (Materials prepared for the Joint
Committee on the Economic Report by the committee staff), com-
mittes print: December 1952,

TPensions in the United States (A study prepared for the Joint Com-
mittee on the Economic Report by the National Planning Associa-
tion), committee print (sale price 30 cents): December 1952.

Tndex of Joint Economic Publications: January 1947 through Decem-
ber 1952. Committee print: January 1953.

*Eﬂlstom'cal and Descriptive Supplement to Economic Indicators: Decem-

er 1953.

*Hearings, January 1954 Economic Report of the President (February
1,2,3 4, 5,8, 6 10, 11, 15, 16, 17, 18): March 1954.

*Joint Eeonomic Report (Report of the Joint Committee on the
Economic Report on the 1954 Economic Report of the Prestdent),
House Report No. 1256 (sale price 30 cents):; February 1954.

Hearings, Bubcommittee on Economic Statistics, Economic Statistics
(July 12 and 13, 1954): Auvgust 1954.

Feonomic Statistics (Progress Report prepared by the Subcommittee
onh Economic Statistics). House Report No. 2628: August 1954,

Congressional Action on Major Economic Recommendations of the Pres:i-
dent, 1954 (Materials prepared by the Joint Committee on the
Economic Report by the Committee Staff), commiitee print:
September 1954,

tPotential Economic Growth of the United States During the Next Decade
(Materials prepared for the Joint Committee on the Economic
Report by the Committee Staff), committee print (sale price 15
cents): October 1954.
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*Hearings, Subcommittee on Economic Stabilization, United States
Monetary Policy: Recent Thinking and Experience (December 6
and 7, 1954): December 1954,

t Trends in Economic Growth, A Comparison of the Western Powers and
the Soviet Bloe (Materials prepared for the Joint Committee on the
Economic Report by the Legislative Reference Service of the Library
of Congress), committee print (sale price $1): January 1955.

fHearings, January 1955 Economic Report of the President (January
24, 26, 27, 28, 31, February 1, 2, 3, 8, 9, 10, and 186, 1955) (sale price
$3.50): February 1955.

Joint LEconomic Report (Report of the Joint Committee on the Eco-
nomic Report on the 1855 FEeconomic Report of the President),
Senate Report No. 60 (sale price 30 cents): March 1955,

H%tomical and Descriptive Supplement to Economic Indicators: Novem-

er 1955.

*Hearings, Subcommittee on Economic Stabilization, Automation
and Technological Change (October 14, 15, 17, 18, 24, 25, 26, 27,
and 28, 1955) (sale price $2.00): November 1955. (Reprinted Sep-
tember 1959.)

Automation and Technological Change (Report of the Subcommittee
on Economic Stabilization) committee print, November 1955 (sale
price 10 cents): became Scnate Report No. 1308, January 1956,

Hearings, Subcommittee on Eeonomic Statistics Reports of Federal
Reserve Consultant Committees on Economic Statistics (July 19
and 26, October 4 and 5, 1955) (sale price $2.25): November 1955,

Hearings, Subcommittee on Heconomic Statistics, Employment and
Unemployment Statistics (November 7 and 8, 1955) (sale price 45
cents): November 1955,

1955 Report on Economic Statistics (Report of the Subcommittee on
Economic Statistics) committee print, November 1955: became
Senate Report No. 1309, January 1956,

*Federal Tax Policy for Economic Growth end Stability (Papers sub-
mitted by panelists appearing before the Subcommittee on Tax
Policy), committee print (sale price $2.50}: November 1955.
(Reprinted September 1959.)

tHearings, Subcommittee on Tax Policy, Federal Tax Policy for
Eeconomie Growth and Stability (December 5, 6, 7, 8, 9, 12, 13, 14,
15, and 16, 1955) (sale price $2.00): January 1956.

Federal Taxz Policy for Economic Growth and Stability (Report of the
Subcommittee on Tax Policy) committee print, December 1955
(sale price 10 cents): became Senate Report No. 1310, January
1956.

tThe Federal Revenuwe System: Facts and Problems (Materials assem-~
bled for the Subcommittee on Tax Policy by the committee staff),
committee print (sale price 55 cents): (Reprinted May 1959)
January 1956,

tCharacteristics of the Low-Income Population and Related Programs
(Materials prepared by the staff of the Subcommittee on Low-
Income Families), committee print (sale price 60 cents): Qctober
1955,

Hearings, Subcommittee on Low-Income Families, Low-Income Fam-
ilies (November 18, 19, 21, 22, and 23, 1955) (sale price $2.00):
December 1955.
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A Program for the Low-Income Population at Substandard Levels of
Living (Report of the Subcommittee on Low-Income Families),
committee print, December 1955 (sale price 10 cents): became
Senate Report No. 1311, January 1956.

Hearings, Subcommittee on Foreign Economic Policy, Foreign Eco-
nomic Policy (November 9, 10, 14, 15, 16, 17, 1955) (sale price
$1.75): December 1955.

Foreign Heonomic Policy (Report of the Subcommittee on Forelgn
Economic Poliey), committee print, December 1955 (sale price
15 cents): became Senate Report No. 1312, January 1956,

Hea.rln January 1956 Economic Report of the President (January

ngbrua.ry 1,2,8,6,7,8,9, 14, 15, 17, and 28, 1956): March 1956.

TJomt Economie Report (Report of the Joint Committee on the Heo-
nomic Report on the 1956 Economic Report of the President):
Senate Report No. 1606 (sale price 35 cents): March 1956. '

*Hearings, Subcommittee on KEconomie Stabilization, Conflicting
Official Views on Monetary Policy: April 1956 (June 12, 1956)
(sale price 20 cents): June 1956.

Hearings, Subcommittee on Foreign Economic Policy, Defense
Essentiality and Foreign Economic Policy (June 4, 5, 6, a.nd 7,
1956) (sale price $1.50): July 1956,

Defense Essentiality and Foreign Eeonomic Policy, Case Study: Watch
Industry and Precision Skills (Report of the Subecommittee on
Foreign Economic Policy), Senate Report No. 2629, Parts I and IT
(sale price 15 cents with Part in: Juﬁf 1956.

Hearings, Subcommittee on Economic Stabilization, Monetary Policy:
195556 (December 10 and 11, 1956) (sale price 45 cents): Ja,nuary
1957.

Hearings, Subcommittee on Foreign Economic Policy, World Eco-
nomic Growth and Competition (December 10, 12, and 13, 1956)
(sale price 45 cents): February 1957.

+Hearings, Subcommittee on Economic Stabilization, Instrumentation
and Automation (December 12, 13, and 14, 1956) (sale price 75
cents): February 1957,

*Employment Act of 1946, as Amended, and Related Laws, and Rules
of the Joint FEeconomic Committee (prepared by staff of the Joint
Eeonomic Committee) committee print: January 1957,

tHearings, January 1957 Economic I!zeport of the President (January.
28, 29, 30, 31, February 1,4, 5, 6) (sales price $2.25): February 1957.

*Joint Economic Report (Report of the Joint Economie Committee
on the 1957 Heonomic Report of the President): House Report
No. 175: February 1957,

Fiscal Policy Implications of the Economic Qutlook and Budget Develop-
ments (Report of the Subcommittee on Fiscal Policy), House Report
No. 647 (sale price 10 cents): June 1957.

Hearings, Subcommittee on Figscal Policy, Fiseal Policy Imphcatmns

~ of the Economic Outlook (June 3, 4, 5, 6, 7, 13, and 14, 1957) (sale
* price $1.00): June 1957.

TProductemty, Prices, and Incomes (Materials prepared for the Joint
Economic Committee by the committee staff), committee print
-(sale price 70 eents): June 1957.

Soviet Economic Growth: A Comparison with the United States (A 'study
prepared for the Subcommittee on Foreign Economic Policy of the
Joint Economic Committee by the Legislative Reference Service of
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the Library of Congress), committee print (sale price 40. cents):
September 1957.

1857 Historical and Descriptive Supplement {o Feonomie Indicators
(Prepared for the Joint Economiec Committee by the Committee
Staff and the Office of Statistical Standards, Bureau of the Budget),
committee print (sale  price 40 cents): September 1957. (New
edition late 1960.)

“{Federal Expenditure Policy for Eeonomic Growth and Stability (Papers
submlt,te(i!J by panelists appearing before the Suhcommittee on Fiscal
Policy), committee print (sale price $3.25): November 1957.

‘Hearings, Subcommittee ot Fiscal Policy, Federal Expenditure Policy
for Bconomic Growth and Stability (November 18-27, 1957) {sale
price $2.00): January-1958.

Federal Expenditure Policies for Eeonomic Growth and Stability (Report
of the SBubcommittee on Fiscal Policy), committee print (sale price
10 cents): January 1958. o

“tPolicy for Commercial Agriculture: Its Relation to FEeonomic Growth
and Stability (Papers submitted by panelists appearing before the
Subcommittee ‘'on Agricultural Policy), committee print (sale price
$2.25): November 1957. -

Hearings, Subcommittee on Agricultural Policy, Policy for Commer-
cial Agriculture: Its Relation to Economic Growth and Stability
(December 16-20, 1957) (sale price $1.00): January 1958,

Policy for Commercial Agriculture: Its Relation to FEconomic Growth
and Stability (Report ogrthe Subeommittee on Agricultural Policy),
commitiee print (sale price 15 cents): February 1958.

THearings, Subcommittee on Economic Statistics, The National Eco-
nomic Aecounts of the United States (October 29 and 30, 1957)
(sale price 75 cents): December 1957,

Hearings, Subcommittee on Economic Stabilization, Automation and
Recent Trends (November 14 and 15, 1957) (sale price 30 cents):
December 1957.

Automation and Technological Change (Reprmt of S. Rept. 1308 of the
Joint Committee on the Economic Report. January 1956) (sale price
10 cents): January 1958. :

International FEeonomie Statisties (A Memorandum prepared for the
Subeommittee on Economic Statistics of the Joint Economie Com-
mittee by the Office of Statistical Standards of the Bureau of the
Budget), committee print (sale price 25 eents): February 1958.

Hearings, January 1958 Economic Report of the President (January
27, 28, 29, 30, February 3, 4, 5, 8, 7, and 10) (sale price $1.50):
Februa.ry 1958.

Joint Economic Report (Report of the Joint Economic Committee on
the 1958 Report of the President): House Report No. 1409 (sale
price 20 ¢ents): February 1958,

tThe Relationship of Prices to Economic Stability and Growth {Papers
submitted by panclists appearing before the Joint Economic Com-
mittee), committee print (sale price $2.00): March 1958.

Hearings, Relationship of Prices to Economic Stability and Growth
(May 12, 13, 14, 15, 16, 19, 20, 21, and 22, 1958) (sale price $1.25):
Jul 1958.

The Relationship of Prices to Economie Stability end Growth (Com-
mentaries submitted by economists from labor and industry appear-
ing before the Joint Economic Committee), committee print (sale
price 65 cents): November 1958.
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Hearings, Relationship of Prices to Economic Stability and Growth
{December 15-18, 1958} (sale price $1.25): February 1959,

Hearings, Subcommittee on Fisczﬁ Policy, Fiscal Policy Implications.
of the Current Economic Outlook (April 28, 29, 30, and May 1,
1958) (sale price 55 cents): July 1958,

Frequeney of Change in Wholesale Prices: A Study of Price Flexibility
(A study prepered for the Joint Economic Committee by the U.S.
Department of Labor, Bureau of Labor Statistics), committee print
{sale price 30 cents): January 1959,

Eeonomze Policy Questionnaire (Tabulation of replies submitted to the
Subcommittee on Eeonomic Stabilization of the Joint Economic
Committee)}, committee print (sale price 15 cents): February 1959,

*Hearings, January 1959 Economic Report of the President (January
27, 28, 29, 30, February 2, 3, 4, 5, 6, 9, 10, 1959): March 1959.

Joint Eeconomic Report (Report of the Joint Economic Committee on
the 1959 Report of the President): Senate Report No. 98 (sale
price 25 cents): March 1958,

tEconomic Poliey-in Western Europe (Report based on conferences on
economic policy matters held in seven countries of Western Europe
late in 1958 together with selected materials assembled by the
committee staff), committee print (sale price, $1.25): July 1959.

Comparison of the United States and Somet Feonomies (Papers sub-
mitted by panelists appearing befora the Subcommittee on Eco-
nomnic Statistics), committee prints.

tPart I (sale price, $1.00): October 1959.
{Part I (sale price, 45 cents) : November 1959,
tPart III (asle price, 25 cents) : November 1959,
Heearings, Comparison of the United States and Soviel Economies,
hearings before Subcommittee on Economic Statistics, Novem-
ber 13, 16, 17, 18, 19, and 20 (zale price $1.25) : November 1959.
tHearings, Automation and Energy Resources, hearings before the
Subcommittee on Automation snd Energy Resources, October 12,
13, 14, 15, 16 (sale price, $1.25): November 1959,

Em}aloyment Act of 1946, as Amended, snd Related Laws, and Rules
of the Joint Economic Committee {(prepared by stafl of the Joint
Eeonomic Committee), committee print: November 1859,

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



REPORTS, HEARINGS, AND STUDY PAPERS FROM THE STUDY OF
EMPLOYMENT, GROWTH, AND PRICE LEVELB

1Staff Report on Employment, Growth, and Price Levels (committee
print) (sale price $1.50): December 1959.

tEmployment, Growth, and Price Levels (Report of the Joint Economic
Committee, pursuant. to Senate Concurrent Resolution 13, 86th
Congress, 1st session): Senate Report No. 1043 (sale price 50 cents)
January 1960.

1Part 1. The American Fconomy: Problems and Prospects, March 20,
23, 24, 25, 1959 (sale price 60 cents): April 1959.

tPart 2. Historical and (gompammm Bates of Production, Productivity,
and Prices, April 7-10. 1959 (sale price $1.00): May 1959,

iPart 3. Historical and Comparative Rates of Labor Force, Employment,
and Unemployment, April 25, 27, and 28, 1959 (sale price 35 cents);
June 1959.

{Part 4. Influence on Prices of Changes in the Effective Supply of Money,
May 25, 26, 27, 28, 1959 (sale price 75 cents): July 1959,

fPart 5. International Influences on the American Eeconomy, June 29,
30, July 1, 2, 1959 (sale price 50 cents): September 1959.

'tPa.rt 8A. Government's Management of its Monetary, Fiscal, and Debt
Operations, July 24, 27, 28, 29, 1959 (sale price $1.25): September
1959,

1Part 6B. Government’s Management of tis Monetary, Fiscal, and Debt
Operations, August 5, 6, 7, 1959 (gale price 75 cents): November
1959,

1Part 6C. Government’s Management of its Monetary, Fiscal, and Debt
Operations, Replies to Questions on Monetary Policy, and other
materials (sale price 65 cents): November 1959,

1Part 7. The Effect of Monopolistic and Quasi-Monepolistic Practices
Upon Prices, Profits, Production, and Employment, September 22,
23, 24, and 25 (sale price $1.25): November 1959.

tPart 8. The Effect of Increases n Wages, Salaries, and the Prices of
Persomal Sermces, Together With Unien and Professional Practices
Upon Prices, Profits, Production, and Employment, September 28,
29 30, October 1 and 2 (sale price 75 cents): November 1959,

1Part 9A. Constructive Suggestions for Reconciling and Simultaneously
Oblaining the Three Objectives of Mazimum Employment, an Adequate
Rate of Growth, and Substantial Stability of the Price Level, October
26, 27, 28, 29, 30 November 2, 3, 4, 5, and 6 (sale price 70 cents):
December 1959.

1Part 9B. Same title as 9A. (Materials submitted by 12 organiza-
tions at the invitation of the Joint Economic Committee) (sale
price 45 cents): December 1959,

1Part 10. Additional Materials Submitied for the Record (sale price 60
cents): January 1960.

1No. 1 Recent Inflation in the United States by Charles L. Schultze
(sale price 40 cents): September 1959,

o7
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Nos. 2 and 3 Steel and the Postwar Inflation by Otto Eckstein and Gary
Fromm ; An Analysis of the Inflation in Machinery Prices by Thomas.
A. Wilson (sale price 25 cents): November 1959,

Nos. 4 and 5 Analysis of the Rising Costs of Public Education by
Werner Z. Hirsch; Trends in the Supply and Demand of Medieal
Care by Markley Roberts (sale price 30 cents): November 1959.

No. 6 The Extent and Nature of Frictional Unemployment by the Bureau
of Labor Statistics (sale price 25 cents): November 1959.

tNos. 7, 8, and 9 The Incudence of Inflation: Or Who Gets Hurts by
Seymour K. Harris; Protection Against Inflation by H. 8. Houthak-
ker; The Share of Wages and Salaries in Manufacturing Incomes,
1947-66 by Alfred H. Conrad (sale price 45 eents): November 1959.

Nos. 10 and 11 Potential Public Policies to Deal With Inflation Caused
by Market Power by Emmette 3. Redford; 4 Brief I'nterpretive Sur-.
vey of Wage-Price Problems in Europe by Mark W. Leiserson (sale
price 25 cents): December 1959. '

Nos. 12 and 13 The Low Income Population and Economic Growth by
Robert J. Lampman; The Adequacy of Resources for Economac
Growth in the United States by Joseph L, Fisher and Edward Boor-
stein (sale price 25 cents): December 1959,

Nos. 14 and 15 Financial Aspects of Postwar FEeonomic Developments
in the .Uniled States by John Gurley; Profits, Profit Markups, and
Productivity: An-Ezaminotion of Corporate Behavior Since 1947, by

- Edwin Kuh (sale price 35 cents): December 1959, '

No. 16 Internofional Effects of U.S. Feonomic Policy, by Edward M,
Bernstein {sale price 30 cents): January 1960. 3

No. 17 Prices a'nt}) Coste in Manufacturing Industries, by Charles 'L,
Schultz and Joseph L. Tryon (sale price 20 cents): January 1960.

No. 18 National Security and the American Feonomy in the 1960s

" by He Rowen (sale price 25 cents): January 1960. -

No. 19 Debt Muanagement in the United States by Warren L. Smith
{sale price 40 cénts): January 1960.

No. 20 The Potential FEeonomic Growth of the United States by James
W. Knowles (sale price 20 cents): January 1960.

No. 21 Postwar Inflation by Harold M. Levinszon (sale price — cents):

- January 1960,

Neo. 22 An Evaluation of Anti-Trust Policy: Its Belation to FEeonomic
Growth, Full Employment, and Prices by Theodore J. Kreps {sale
price 20 cents): January 1960.

No. 23 The Structure of Unemployment in Areas of Substantial Labor
Surpius by the Bureau of Labor Statisties (sale price 15 cents):
January 1960. :

ECONOMIC INDICATORS

Eeconomie Indicators (& monthly publication of the Congress under
Public Law 120, 81st Cong., 1st sess.) (sale price 20 cents a copy,
$2.00 a year): Issued monthly.
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