53 State of the Union Messagc to the Congress on

the Economy.

To the Congrms of the United States:
Today, in this third section of my 1973
State of the Union Memage, 1 wish to
report on the state of our economy and
to urge the Congress to join with me in
building the foundations for a new era of
prosperity in the United States.

The state of our Union depends funda-
mentally on the state of our economy. 1
am pleased to report that our economic
prospects are very bright. For the first
time in nearly 20 years, we can look for-
ward to a period of genuine prosperity in
a time of peace. We can, in fact, achieve
thembmmmtyihatthu
Nation has ever known.

That goal can only be attained, how-
m,xfwedmphueouuelvumdmu
on certain basic policies:

~—We must be restrained in Federal

—<We must show ressonableness in
labor-management relations.
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—We must comply fully with the new
Phase 111 requirements of our economic

—We must continue our battle to hold
down the price of food.

—And we must vigorously meet the
challenge of foreign trading compstition.

1t is clear to me that the American
people stand firmly together in support
of these policies. Their President stands

. with them. And as Members of the ggrd

Congress consider the alternatives before
us this year, I am confident that they,
too, will join in this great endeavor.

Iuract or THE Econoumy oN
Proriz’s Livzs

and will indicate some areas in which fur-
ther detuiled plans will be submitted later.
But I also want to discuss our economic



situation in less formal terms: how do
mmalmmu,mpummd
projections affect the daily lives of in-
dividual Americans and their families?

We build our economy, after all,
not to create cold, lmpuma.lmumufor
the record books but to better the lives of
our people.

Basically, the economy affects people in
three ways.

First, it affects their jobs—how plentiful
- they are, how secure they are, how good
they are. |

Second, it affects what people are paid

on their jobs—and how much they can

buy with that income.
Finally, it affects how much people have

to pay back to the Government in taxes. .

Joa Prcruaz Encoumaging

Tobqinwiﬂx,ﬂwjebpictummdayh
very encouraging.

The number of people at work in this
country rose by 2.3 million during 1972
the largest increase in 25 years. Unem-
ployment fell from the 6 percent level in
1971 to § percent last month.

The reason jobs have grown so rapidly
is that the economy grew in real terms by
6% percent last year, one of the best per-
formances in the past quarter century.
Our economic advisers expect a growth
rate of nearly 7 percent in 1973. That
would bring unemployment down to
around the 44 percent level by the end
of the year.

Five percent unemployment is too high.
Nevertheless, it is instructive to examine
that § percent figure more closely.

For example:

—Only 40 percent of those now counted
as unemployed are in that status because

they lost their last job. The rate of layoffs
at the end of last year was lower than it
has been since the Korean War.

—The other 60 percent either left their
last job voluntarily, are secking jobs for
the first time or are re-entering the labor
fo:unfmbungoutohtforapenodof
time,

——About4.5puuentonheummpla1d
have been unemployed for less than five
weeks, '

—As compared with earlier periods
when the overall unemployment rate was
about what it is now, the unemployment
rate is significantly lower for adult males,
household heads and married men.
Among married men it is only 2.4 percent.
Unemployment among these groups
should decline even further during 1973.

This employment gain is even more re-
markable since 30 many more people have
been seeking jobs than ususl. For exam-
been released from defense-related jobs
since 196g—including over one million
veterans,

The unemployment rate for veterans of
the Vietnam War now stands at 5.9 per-
cent, above the general rate of unemploy-
ment but slightly below the rate for other
males in the 20-to-2g-year-oki age bracket.
While much better than the 8.5 percent
of a year ago, this 5.9 percent rate is still
too high. The employment problems of
veterans, who have given so much for
their country, will remain high on my list
of concerns for the coming year.

Women and young people have alo
been seeking work in record numben.
Yet, as in the case of veterans, jobs for
these groups have been increasing even
faster. Unemployment among women and
young people has thus declined—but it is



also much too high and constitutes a great
waste for our Nation.

As we move into a new era of peace-
time prosperity, our economic system is
- going to have room—indeed, is going to
have need-—for nearly every available
hand. -

The role of women in our economy thus
is bound to grow. Andlt:hould—notonly
because the expansion of opportunities

for women is right, but also because Amer-

ica will not be able to achieve its full
economic potential unies every woman
who wants to work can find a job that pro-
vides fair compensation and equal oppor-
tunity for advancement.

This Administration is committed to

the promotion of this goal. We support the
Equal Rights Amendment. We have
opened the doors of employment to quali-
fied women in the Federal service. We
have called for similar efforts in businesses
contracts or assistance.

Just last year, we established the Ad-
of Women. This Committee will provide
leadership in helping to identify economic
problems facing women and helping to
change the attitudes which create unjust
and illogical barriers to their employment.

Pay anp Purcmasing Powen

The second great question is what peo-
pie are paid on their jobs and how much
it will buy for them.

Here the news is also good. Not only are
more people working, but they are getting
more for their work. Average per capita
income rose by 7.7 percent during 1972,
well above the average gain during the
previous ten years.

The most important thing, however, is
that these gains were not wiped out by ris-
ing prices—as they often were in the
1960’s. The Federal Government spent
too much, too fast in that period and the
result was runaway inflation.

While wages may have climbed very
rapidly during those years, purchasing
power did not. Instead, purchasing power
stalled, or even moved backward, Infla-
tion created an economic treadmill that
sometimes required a person to achieve 2
6 percent salary incresse every year just
to stay even. ‘

Now that has changed. The inflation
rate last year was cut neardy in hailf from
what it was four years ago. The purchas-
ing power of the average worker’s take-
home pay rose more last year than in any
year since 1985; it went up by 4.3 per
cent—the equivalent of two extra weekly
paychecls.

We expect inflation to be seduced even
further in 1973—for several reasons.

A fundamental reason is the Nation's
growing opposition to runaway Foderal
ceives what such spending does to prices
and taxes. As a result, we have & good
chance now, the best in years, to curb the
growth of the Federal budget. That will
do more than anything else to protect the
family budget.

Othufmmwommmwo

Productivity incressed sharply last
year—which means the average worker is
producing more and can therefore earn
more without driving prices higher, In ad-
dition, the fact that real spendable eamn-
ings rose 30 substantially last year will en-
courage reasonable wage demands this
year. Workers will not have to citch up
from an earlier slump in earnings.



F‘mﬂly,wenmhmanewmm'of
wage and price controls—one that is the
right kind of sygtem for 1973.

Fll.ll ConrroLs v Forex; Food
Pncu FouaHT

Any idea that controls have virtually
been ended is totally wrong. We still have
. firm controls, We are still enforcing them

firmly. All that has changed is our method -

of enforcing them.:

The old system depended on & Wash-
ington bureaucracy to approve major
wage and price increases in advance.
Although it was effective while it lasted,
equities and to get tangled in red tape.
The new system will avoid these dangers,
Like most of our laws, it relies largely on
self-administration, on the voluntary co.
operation of the American people.

But if some people shoukd fail to coop- -

erate, we still have the will and the means
to crack down on them.

To any economic interests which might
foel that the new system will permit them,
openly or covertly, to achieve gains beyond
the safety limits we shall prescribe, let me
deliver this message in .clear and unmis-
takable terms:

We will regard any flouting of our anti-
inflationary rules and standards as noth-
ing less than attempted economic arson
threatening our national economic sta-
bility—and we shall act accordingly.

We wouid Like Phase IT1 to be as volun-
tary as pomible. But we will make it as
mandatory as necessary.

Our new system of control has broad
support from business and labor—the key-
stone for any successful program. It will
prepare us for the day when we no longer
need controls. It will allow us to con-

centrate on those areas where inflation
has been most troublesome—construction,
health care and especially food prices.
We are focusing particular attention
and action on the tough problem of food
prices. These prices have risen sharply
at the wholesale level in recent months, so0
that figures for retail prices in January
and February will inevitably show sharp
increases. In fact, we will probably see in-
creases in food prices for some months to
come. ‘
. Theundeﬂyingumofﬂ:ispmbhnis
that food supplies have not risen fast
m:chwlmpupw:thdmn?d*vnﬁns

Butwemmnotmuptmngﬁood
prices as a permanent feature of Ameri-
can life. We must :hait this inflationary
spiral by attacking the causes of rising food
prices on all fronts. Our first priority
must be to increase supplies of food to

We are moving vigorously to expand
our food supplies:

~—We are encoursging farmers to put
more acreage into production of both
crops and livestock.

--We are allowing more meat and dried
milk to come in from abroad. '

——Wehmmdedm%foragﬁcul-
tural exports. :

—And we are redwngtheGovun
ment’s agricultural stockpiles and encour-
aging farmers to sell the stock they own.

Measures such as these will stop the rise
of wholesale food prices and will slow the
rise of retail food prices. Unfortunately,
nothing we can do will have a decisive
effect in the next few months. But the
steps 1 have taken will have a powerful
effect in the second half of the year,

These steps will also help our farmens
to improve their incomes by producing



more without corresponding price in-
creases. We anticipate that farm prices
will be no higher at the end of this year
than they were at the beginning.

For all of these reasons, we have a good

chance to reduce the overall inflation rate

to 2% percent by the end of 1973.
HovLomo rax LiNz on Taxzs

The third important economic question
concerns how much money people pay
out in taxes and how much they have left
to control themselves. Here, too, the pic-
ture is promising,

Since xgso,tbcahmdtheumgc
family’s income taken for taxes in the
United States has nearly doubled—to
more than 20 percent. The average per-
son worked less than one hour out of each
eight-hour day to pay his taxes in 1950;
today he works nearly two hours each day
for the tax collector,

In fact, if tax cut proposals had not
been adopted during our first term, the
average worker’s pay incresse Iast year
would have been wiped out completely
by increased taxes and the taxpayers
would have to pay out an additional $25

The only way to hoid the line on taxes
is to hold the line on Federal spending.

This is why we are cutting back, elimi-
nating or reforming Federal programs that
waste the taxpayers’ money.

My Administration has now had four
years of experience with all of our Federal
programs. We have conducted detailed
studies comparing their costs and results.
On the basis of that experience I am con-
vinced that the cost of many Federal pro-
grams can no longer be justified. Among
them are:

—houwsing programs that benefit the

well-to-do but short-change the poor;

-~health programs that build more hos-
pitals when hospital beds are now in
surphus ;

—educational fellowships designed to
attract more people into teaching when
tens of thousands of teachers already can.
not find teaching jobs; -

—programs that subsidize education for
the children of Federal employees who
already pay enough local taxes to support
their local schools;

—programs that blindly continue wel-
fmptymenuwthuewhomimhgibh
or overpaid.

Such programs may have  appealing
names; they may sound like good causes.
But behind a fancy label can lie-a dismal
failure. And unless we cut back now on
the programs that have fafled, we will
soon run out of money for the pro-
grams that succeed, _

It has been charged that our budget
cuts show a lack of compassion for the dis-
advantaged. The best answer to this
charge is to look at the facts. We are budg-
eting 66 percent more to help the poor
next year than was the case four ysars
ago; §7 percent more to help the sick;
71 percent more to help older Ameri-
cars and 242 percent more to help the
hungry and mainourished. Altogether,
our human resources budget is a record
$125 billion—nearly double that of four
yoars ago when I came into office.

melmhmmahdnﬂunm
the dollar to programs that pay off. That
is how to show we truly care about the
needy. :

The question is not whether we help



but how we help. By eliminating pro-
grams that are wasteful, we can concen-
trate on programs that work.

Our recent round of budget cuts can
save $11 billion in this fiscal year, $1g bil-
lion next fiscal year, and $a4 billion the
year after. That means an average sav-
ing of $700 over the next three years for
each of America’s 75 million taxpayers.

Without the savings I have achieved
through program reductions and reforms,
those spending totals respectively would
be $261 billion, $288 billion and $312 bil-
lion—figures which would spell either
higher taxes, a new surge of crippling
inflation, or both.

To hold the line on Federal spending,
it is absolutely vital that we have the full
cooperation of the Congress. I urge the
Congrem, as one of its most preming re-
spongibilities, to adopt an overall spend-
ing ceiling for each fiscal year. I also ask
that it establish a regular procedure for
ensuring that the ceiling is maintained.

THE Immuu CarALLENGE

In recent years, the attention of Amer-
icans has increasingly turned to the seri-
ous questions confronting us in interna-
tional trade and in the monetary arena.

This is no longer the era in which the
United States, preeminent in science,
world markets with the advanced prod-
ucts of our technology and our advanced
means of production.

This is no longer the era in which the

United States can sutomatically sell more

sbroad than we purchase from foreign
couniries, -

We face new challenges in international
competition and are thus in a period of

substantial adjustment in our relations
with our trading partners.

One consequence of these developments
was the step we took last week to change
the relative value of the dollar in trading
abroad.

We took this step because of a serious
trade imbalance which could threaten the
mounting prosperity of our people. Amer-
ica has been buying more from other
countries than they have been buying from
us. And just as a family or a company
cannot go on indefinitely buying more
than it sells, neither can a country.

_Changing the exchange rates will help
ui change this picture. It means our ex-
ports will be priced move competitively in
the international marketplace and should
therefore sell better. Our imports, on the
other hand, will not grow as fast.

Butthunwpmmtmwhefetbmdby
reforms which are more basic.

First, we nead & more flexible unu-
national monetary system, one that will
lead to balance without crisis. The United
States set forth fundamental proposals for
such a system last September. It is time
for other nations to join us in getting
action on these proposals.

Secondly, American products must get
a fairer shake in a more open workd trad-
ing system~20 that we can extend Ameri-
If other countries make it harder for our
products to be sold sbroad, then our trade
mbnhmmoﬂymm

ResroNsmaITY oF THE CoNoanss

America is asuredly on the road to a
new ers. of prosperity. The rondsigns are
clear, and we are gathering more mo-
mentum with each passing month. But we



can easily lose our way uniess the Congress
is on board, helping to steer the course.
As we face 1973, in fact, we may be
sure that the state of our economy in the
future will very much depend upon the
decisions made this year on Capitol Hill.
.Over the course of the next few months,
I will urge prompt Congressional action
on a variety of economic proposals.
Together, these proposals will constitute
one of the most important packages of
any Congress in our history. I hope—as
do all of our people—that the Congress
will act with both discipline and dispatch.
Among the items included in my 1973
economic package are: '
- —Extension of the Economic Stabiliza-
tion Program. Present authority will soon
expire, and I have asked the Congres to
extend the law for one year to April 3o,
1974. 1 hope this will be done without

adding general mandatory standards or
prescribing rigid advance decisions—
steps that would only hamper sound ad-
ministration of the program. A highly
complex economy simply cannot be' regu-
Iated effectively for extended periods in
that way.

—Tax Program. 1 shall recommend a
tax program that builds further reforms
on those we achieved in 1969 and 1971.

~Property Tax Relief. 1 shall alo
submit recommendations for alleviating

the crushing burdems which property

taxes now create for older Americans.
—Tax Credit for Nonpublic Schools.
I shall propose legisiation which would
provide for income tax credit for tuition
paid to nonpublic elementary and sec-
ondary schools. These institutions are a
public school system of enrollment pres-
sures, injecting a welcome variety into

our educational process, and expanding

. the options of millions of parents.

—-Trade Lagislation. Another item high
on our agenda will be new trade pro-
posals which I will soon send to the
Congress. They would make it easier for
us not only to lower our trade barriers
when other countries lower theirs but also
to raise our barriers when that is neces-
sary to keep things fair.

—Other Reforms. To modemize and
make them more equitable and beneficial,
I shall also later submit recommendations
for improving the performance of our
private pension system, our unemploy-
ment compensation program, our mini-
mum wage laws and the manner in which
we deal with our transportation systems.

—Spending Limits. Finally, but most
importantly, I ask the Congres to act this
year to impose strict limits on Federal
spending.

The cuts 1 have suggested in this year's
budget did not come easily. Thus I can
well understand that it may not be easy
for the Congress to sustain them, as every
special interest group lobbies with its own
special Congressional committees for its
own special legisiation. But the Congres
should serve more than the special inter-
est; its finst allegiance must always be to
the public interest.

We must also recognize that no one in.
the Congrem is now charged with adding
all of our Federal expenditures together—-
and considering their total impact on.
taxes and prices. It is as if each member
of a family went shopping on his own,
without knowing how much money was
available in the overall family budget or
how much other members of the family
were spending or charging on variows
credit accounts. '

To overcome these problems, I wge



make to the Congress which is more im-
portant to the economic well-being of
our people. ,

I believe that most members of the

that the Congress can proceed this year
with a sense of budget discipline.

President and the Congres should and
must work together in behalf of all the
people—and the level of spending, since
it directly affects the pocketbooks of every
family in the land, is one of the most
critical.

I have fulfilled my pledge that I would
not recommend any programns that would
require a general tax increase or would
create inflationary pressures.

Now it is up to the Congress to match
these efforts with a spending ceiling of
its own, ‘ '

Maxmo A Croscx

It will not be eaten away by the blight
of inflation.

It will be solid; it will be steady; and
it will be sustainable,

The White House,
February 21, 197s.
worz: The mesmge wos the third in a sevies
el

of six nwissuges to the Congress on the
of the Union, '



