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Wi LLIAl'vl A. N!SKAN E N 

WI LL iA IV\ POOLE 

COUNCI L OF ECO l'IOMI C A DVIS E RS 

WA SHIN G TON, D C 205 0 0 

July 23, 1984 

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF 

FROM: WILLIAM A. NISKANEN ~ 

SUBJECT: GNP in the First and Second Quarters 

This morning at 8:30 a.rn. the Commerce Department 
will release revised estimates of the GNP in the first 
quarter and preliminary estimates for the second quarter. 

The news is spectacularly good. Real GNP is now 
estimated to have increased at a 10.1 percent annual rate in 
the first quarter and at a 7.5 percent rate in the second 
quarter. Moreover, the composition of output is 
encouraging. Real final sales (less transactions by the 
payment-in-kind program) increased at a 4.0 percent rate in 
the first quarter and at a 8.3 percent rate in the second 
quarter. Business fixed investment and exports continued to 
increase at a rapid rate: business inventories and imports 
increased at a slower rate. 

The rate of inflation (as measured by the GNP deflater) 
is now estimated to have been 4.4 percent in the first 
quarter and 3.2 percent in the second quarter, up slightly 
from the prior estimates. 

We have every reason to express pleasure (and take 
credit) for these conditions. The concern that high real 
growth leads to increased inflation has no basis in either 
theory or evidence. The rate of growth of the money supply 
should be reduced gradually to avoid an increase in the 
future inflation rate but, for the moment, there is no reason 
to be concerned about general economic conditions or monetary 
policy. 
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COUN C I L OF ECONOMI C ADVISE RS 

WASHINGTO ~I . •.). C 20SOO 
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W I LL IA M A . NISKAN E N 

W I LL i AM POOL E 

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF 

FROM: WILLIAM A. NISKANEN 

SUBJECT: HOUSING STARTS IN JUNE 

July 18, 1984 

This morning at 8:30 a.m. the Commerce Department 
will release data on housing starts and building permits in 
June. 

More good news. Housing starts in June were at a 1.900 
million seasonally adjusted annual rate, up 6.4 percent from 
the (revised) 1.785 million rate in May. The April rate was 
also revised . up to 2.015 million. The increase in housing 
starts was strongest in buildings of 5 or more units and in 
the northeast and north-central regions. 

Building permits were issued at a 1.776 million 
seasonally adjusted annual rate in June, about equal to the 
average rate since the beginning of the year. 

The continued strength of housing, despite high real 
interest rates, reflects in part the 1981 reduction of the 
depreciable lives on commercial structures and the 
availability of new financial instruments such as adjustable 
rate mortgages. 



THE CHAIRMAN OF T H E 

CO UN CIL OF ECONOMIC AD VI SERS 

WASH IN GTON 

July 6, 1984 

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF 

FROM: 

SUBJECT: 

MARTIN FELDSTEIN ~ 

Employment and Unemployment 

Today's news about unemployment is spectacular: another 
0.4 percent decline bringing the overall unemployment rate 
to 7.0 percent in June and the civilian unemployment rate 
to 7. 1 percent. 

Household employment rose 460,000, bringing the cumulative 
rise to 6.7 million in the past 19 months. 

This is the first time since the Kennedy Administration that 
a presidential term has seen a fall in both unemployment and 
inflation. 



0 H E CHAI R MAN OF THE 

COUNCIL O F ECO NOMI C A D VI SERS 

WASHINGTON 

June 29, 1984 

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF 

FRCM: Geoffrey Carliner 
(Martin Feldstein is traveling) 

SUBJECT: Housing Sales 

This morning at 10:00 a.m. the Commerce Department will 
release figures on the number of new one-family homes sold in 
May. 

New home sales in May were down 4 percent from April to an 
annual rate of 612,000 units. This is the third monthly 
decline in a row. 



T H E CHAIRMAN O F THE 

COUNC I L O F ECO NOM IC AD V ISERS 

W ASH IN GTON 

June 29, 1984 

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF 

FRCM: Geoffrey Carliner 
(Martin Feldstein is traveling) 

SUBJECT: Leading Indicators for May 

This morning at 8:30 a.m. the Commerce Department will 
release the Index of Leading Indicators for May. 

Leading indicators declined by 0.1 percent in May, 
compared with an increase of 0.5 percent in April. The May 
number is subject to revision, and does not indicate the end of 
the expansion. It does suggest that the economy is cooling off 
from the rapid pace of growth earlier this year. 

The index of coincident indicators rose by 0.5 percent in 
May, compared with a rise of 0.9 percent in April. This index 
also suggests that growth is moderating, and should reassure 
those worried about future inflation. 



COUN C I L OF ECONOM IC A D V ISERS 

WASHINGTON, D. C. 20500 

MARTIN FELDSTEIN, CHAIRMAN 

WILLIAM A. NISKANEN 

WILLIAM POOLE 

June 28, 1984 

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF 

FROM: 

SUBJECT: 

William A. Niskanen ~ 
(Martin Feldstein is travelling) 

Merchandise Trade in May 

This morning at 8:30 a.m. the Commerce Department will 
release data on U.S. merchandise exports and imports in May. 

Exports increased 2.4 percent to $17.9 billion. Imports 
declined 9.8 percent to $26.8 billion. A substantial decline 
in petroleum imports accounted for most of the decline in 
total imports. The trade deficit declined from $12.2 billion 
in April to $8.8 billion in May, the lowest level this year. 

This change in trade conditions, unless sharply reversed 
in June, is likely to increase real GNP during the second 
quarter relative to the "flash" estimate released last week. 



MEMORANDUM FOR 

FRCM: 

SUBJECT 

TH E CHAIRMAN O F THE 

COUNC IL O F E CONOMIC A D VIS ERS 

W ASH I NGTON 

June 22, 1984 

WHITE HOUSE SENIOR STAFF 

William Poole W ~. 
(Martin Feldstein is travelling) 

Consumer Price Index 

This morning at 8:30 a.m. the Department of Labor will 
release the Consumer Price Index for May. 

The CPI in May was 0.2 percent above its level in April. 
At a compound annual rate the CPI rose 3.6 percent over the 
last three months and 4.2 percent over the last 12 months. 

The May CPI report confirms the picture of well-controlled 
inflation indicated by the recent reports on the Producer Price 
Index for May and the flash report on the GNP price deflater in 
the second quarter. 



MEMORANDlM FOR 

FR01: 

SUBJECT: 

TH E CHAIRMAN O F TH E 

COUNCIL OF ECONOMIC AD V I SE RS 

WAS H ING T ON 

June 22, 1984 

THE WHITE HOUSE SENIOR STAFF 

William Poole ~ ~~ 
(Martin Feldstein is travelling) 

Advance Durable Orders for May 

This morning at 8: 30 a.m. the Department of Commerce will 
release its Advanced Report on Durable Goods Manufacturers' 
Shipments and Orders for May. 

Durable goods orders in May rose 3.3 percent from April, 
reversing much of the April decline from March. Durable goods 
shipmen ts rose 2. 6 percent in May. 

Durable goods orders other than defense rose 4.3 percent 
in May indicating that the May increase in total orders was not 
due to the volatile defense goods component. 

Durable goods orders often fluctu~te from month to month, 
and the Advance Report is subject to considerable revision. 
Subject to these qualifications, the May orders data suggest 
that the economic exp ansion is continuing at a healthy pac e . 



TH E CHAIRMAN OF THE 

COUN C I L OF E C ONOMIC ADVI S E RS 

WASHING T ON 

June 20, 1984 

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF 

FRCM: MARTIN FELDSTEIN 
(Dictated while traveling) 

SUBJECT: GNP in the First and Second Quarters 

This morning at 8:30 a.m. the Commerce Department will 
release revised figures of the GNP in the first quarter and 
the preliminary flash estimates for the second quarter. 

Real growth for the first quarter has been revised up to 
an astounding 9.7 percent. Inflation (as measured by the GNP 
deflator) in the first quarter has been rev ised up slightly 
to 3.9 percent. A better measure of the pace of final demand 
is the increase in final sales excluding the operation of the 
Commodity Credit Corporation. This measure showed a rise of 
4.9 percent, the same as in the final quarter of 1983. 

The flash estimate for the second quarter is based on 
preliminary figures and is sub j ect to substantial revision. 
It is nevertheless significant that the flash estimate 
indicates real growth at 5.7 percent and inflation of only 
2.8 percent. This is certainly an excellent performance for 
the second quarter. Final sales excluding the operation of 
the Commodity Credit Corporation rose a very strong 6.8 
percent in the second quarter, up substantially from t he ra t e 
of the two previous quarters. 

These figures should be greeted as very good news, but 
the sharp rise of real demand and output in both quarters 
will cause increased concern that the speed of recovery ma y 
be too fast to be consistent with continued good inflation 
performance. We should hope that real growth will slow 
somewhat in the next two quarters before the pressure of 
demand begins to raise inflation. 



MEMORAHDUM FOR 

FRG1: 

SUBJECT: 

COU N C I L Q ;= ECQ~ : QM I C AD\f! Sf ~ RS 

' /\J t\ SHI N G I ON , [) C 2 0 5 0 0 

June 19, 1984 

THE WHITE HOUSE SENIOR STAFF 

William Poole ~~ Y<.YOl 
(Martin Feldstein is traveling) 

Housing Starts and Building Permits in May 

This morning at 8:30 a.m. the Department of Commerce will 
release figures on housing starts and building permits in May. 

Total housing starts in May were 1. 782 million, down from 
1.990 million in April. This series tends to be erratic; with 
the exception of the 2.3 million starts in February, starts 
have fluctuated in the 1.6 to 2.0 million range since the 
middle of 1983. 

Building permits in May were 1.623 million, down from 
1.838 million in April. 
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M EM ORANDtM FOR 

FRC11: 

SUBJECT: 

C O U N C I L o :: E CO N OM IC A DV IS E: ?.S 

'NA 5 H ".!(",ION 0 C ? 05 00 

June 19, 1984 

THE WHITE HOUSE SENIOR STAFF 

William Poole Lv~? <.J')~ 
(Martin Feldstein is traveling) 

Personal Income and Outlays in May 

This morning at 8:30 a.m. the Department of Commerce will 
release figures on personal income and outlays for May. 

Personal income in current dollars rose by 0.6 percent in 
May, while disposable income in current dollars rose by 0.5 
percent. Disposable income is now 10.6 percent above its May 
1983 level. 

Personal consumption expenditures, also in current 
dollars, rose 1.1 percent in May compared to an upward revised 
1.6 percent increase in April. The saving rate in May was 5.2 
percent. The saving rate has averaged 5.7 percent for the 
first five months of this year compared to 4.9 percent for all 
of 1983. 



THE CHA I RMAN OF THE 

COUNCIL O F E CONOMIC AD V IS E R S 

W ASHINGTON 

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF 

FROM: MARTIN FELDSTEIN ~~ 
SUBJECT: Advance Durable Orders for April 

May 22, 1984 

This morning at 8:30 a.m. the Commerce Department will 
release its preliminary estimate of durable goods orders in 
April. 

Orders for durable goods fell on a broad front, declining 
6.4 percent between March and April. However, the decline was 
concentrated in defense goods; without defense, the decline was 
only 2.2 percent. This is a very volatile series and the 
significance of a single month 1 s decline is very limited. 



THE WHITE HOUSE 

WASHINGTON 

June 7, 1984 

MEMORANDUM FOR MARTIN FELDSTEIN 

FROM: Larry Speake~ 

This morning's London Financial Times carried the following 
story on its front page: 

"Mr. Martin Feldstein, chairman of President 
Reagan's council of economic advisers, said 
yesterday that short-term U.S. interest rates 
were likely to rise over the next six months. 
His forecast contrasts sharply with the 
reassuring outlook which the Reagan Administration 
has been predicting prior to the London economic 
summit which starts today •.• " 

This has caused major repercussions from a press standpoint, 
and is most certain to be raised between heads of state and 
government at the President's meetings at the Economic Summit. 

The President was asked about it by the press this morning 
during a photo session with Prime Minister Nakasone. The 
President's reply was: 

"Possibly he's wrong. Well, as I've said, they 
are volatile. There could be fluctuations. But 
I believe that over the long-range they are coming 
down." Reagan was asked if he still felt rates 
would be corning down ~his sununer, and he replied, 
"I'm going to stick with that prediction." 

The content and timing could not be more ill-advised for the 
President, the Administration, and the U.S. Government during 
these critical meetings with our Allies. 

cc: James Baker / 



MEMORANDUM 

FROM: 

SUBJECT: 

THE C HAIRM AN O F TH E 

COU NC I L O F E C O N O MI C A D V IS E RS 

WASH I N GTO N 

\ \ . 
FOR WHITE HOUSE SEN~IO STAFF 

MARTIN FELDSTEIN ~ . 

Consumer Price Index 

May 22, 1984 

This morning at 8:30 a.m. the Department of Corrunerce will 
release the Consumer Price Index for April. 

Inflation continues to creep up slowly. The price increase 
between March and April was 0.5 percent, or an annual rate of 
increase of 5.6 percent. The rise since last April has been 4.5 
percent. 

A sharp increase in energy prices (0.7 percent) contributed 
to this month's performance but even without energy the price 
index rose 0.4 percent. 

I think this shows the importance of remaining careful not 
to allow demand to increaoe too rapidly in the months ahead. 



THE CHAI RMAN OF T HE 

COU N C I L OF ECONOMIC A D V ISERS 

WASHINGTON 

May 18, 1984 

MEMORANDUM FOR THE WHITE HOUSE SENIOR STAFF 

FR01: Martin Feldstein 
(dictated while travelling) 

SUBJECT: First Quarter GNP Revisions 

This morning at 8:30 a.m. the Commerce Department will 
release the second revision of its estimate of GNP growth 
for the first quarter. 

The Commerce Department now estimates that real GNP 
grew at an annual rate of 8.8 percent in the first quarter, 
up from their previous estimate of 8.3 percent. The 
Commerce estimate of growth in final sales was revised down 
from 3.6 percent to 3.2 percent. This indicates that 
increases in inventories absorbed much of the growth in GNP. 

Inflation, as measured by the GNP deflater, was revised 
down from 4.1 percent to 3.7 percent. 

/ 



THE CHAIRMA N OF TH E 

COUN C I L O F E CONOMIC AD VI S ER S 

W ASH I N G TON 

May 16, 1984 

MEMORANDlM FOR WHITE HOUSE SENIOR STAFF 

FRCM: Martin Feldstein 
(dictated while travelling) 

f SUBJECT: Housing Starts in April 

This morning at 8:30 a.m. the Commerce Department will 
release figures on housing starts in April. 

Housing starts in April rose to an annual rate of 1.96 
million, an increase of over 19 percent from March. Housing 
permits remained almost constant at 1.7 million units. This 
sector of the economy shows little evidence of slowing down. 



T H E CHAIRMAN OF THE 

COUNCI L O F ECONOM I C ADVISERS 

WASHING T ON 

May 15, 1984 

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF 

FRCM : MARTIN FELDSTEIN 
(Dictated while traveling) 

SUBJECT: Industrial Production 

This morning at 9:30 a.m. the Federal Reserve Board will 
release industrial production figures for April. 

Total industrial production rose by 1.4 percent between 
March and April, the biggest monthly rise since January. (Note 
that this is a one month rise and corresponds to an annual rate 
of almost 18 percent.) All major categories of industrial 
production expanded at s imilar rates. 

These figures confirm the evidence that you have already 
seen in the April figures for employment and retail sales that 
the economy continued to expand at a rapid rate in April. 



THE CH AIRM A N OF THE 

COUNC I L O F E CONOM I C AD VI SE R S 

WASH IN GTON 

May 11, 1984 

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF 

FRQ.1: MARTIN FELDSTEIN 
(Dictated while traveling) 

SUBJECT: Producer Prices and Advanced Retail Sales 

This morning at 8:30 a.m. the Department of Labor will 
release the Producer Price Index for April. The news is very 
good. There was no change at all in the level of prices for 
finished goods. Food prices declined 0.6 percent and energy 
prices rose 0.7 percent. With food and energy excluded, the 
price index rose only 0.1 percent . 

In a separate release at 8:30 a.m. the Commerce Department 
will announce its prelimi nary estimates of retail sales in 
April. The news here is also very good. Retail sales rose a 
strong 2.9 percent, more than offsetting the decline of 2.0 
percent that occurred between February and March. Durable 
goods also rose 5.2 percent, nearly offsetting the 5.3 percent 
decline that occurred last month. The sales of nondurable 
goods rose by 1.7 percent. 

Both of tomorrow's releases confirm that t he economy is 
proceeding on the type of path that we would li ke with solid 
expans i on of economic activity and with essentially stable 
prices. 
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De.ar Mr. P-resident:-

THE CHAIRMAN OF THE 1984 MAY -8 p:, S: 21 
COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON 

May 8, 1984-

As I told you when · you firs.t asked. me to serve- as Cha.i.rman of 
the Counci 1 of Economic Advis.ers,. Harvard u·nivers·tty has an· 
absolutely tnfTerible rule Tfmiting leaves of absence to two 
years:., · rn order tO' trave adequ.ate: time to prepare for my 
teaching. before ttre s;eptembe.r- te.rm l>egins,. ~ woU:ld Itke to 
leave ilry 11.ostti.orn ·c:m-:JuJy: t Oth.. B~ th:at cta;te I will have 
c,om:p.leted my work for the micts-ession 9-udg.et rev-iaw. · 

·Al ttioug:h r 1 ook. fo'rward to: my· return to . research and teaching ,, 
I am v.ery. sor.ry· that : l cannot s.tay. fo.r. another . ye-ar to work 
with you on . your po.s-t.-e.l ect.i on economic:. program. I. would be 
P'l ea-sed ta:. trel:pi- y·o!Ji. anct my succes:sar .arrd o·the'.r members of the 
Ad'.mf n:'f stra. t f arr . ii rr.-_ · arr.y-. way .. th·a.t'. I. can·.. --\-. .. 

Lt tras · been a ~reai hon~r fa~ met~ ~erve as: Chair~an ~f your 
Co.unc.i L o·f · Ec:onomt c Adv t ser-s and Cl'. gre.at plea.sure to be able 
to work cToseTy- w.f ttt you.. ... . Irr the: past three years, you.- have· 
change4 the c:ou,rs.e o.f Amert ca ~ s eco-nomi c.- hi s.tary. In fl ati on 
ts., d·o.w·n . s . .harp;ly and. monetary · p.olicy ts.. . following· a course.. 
th.a:t, s,hou.ld. prev:e:nt a: returrr~ tn inc.r-ea.s:i.ngf. tnflation'. The: _ -- ~ 
reductfo.n. t ru go:.v.ernmen.t .l'; domestiC: spending tttat you· haye· aclt·ievact'. 
df sth1gui'sh·es your Admfni-stratio.n; from any that has come. beforeo. 
The 198·1 Ta»t Act no.t on Ty red-ucecL high . di storti ona ry t.ax rates 
bu,t . SflE!'.C.i fi C~l ly S_trengthened i rrce.nttves for Sa.vi ng and investment~ 

All of ttrese acc.om11Tis:trments. ref 'lact· you.r pers.onal visi.on· of a 
good socj ety: low fnfl a ti on, a less- i ntrus.i .ve government, 1 es s. 
burde·nsome taxattorr;~ and maximum s:cope for the potenti a 1 contri-
bu tt-o-rr of the . ·free ·'market. I am p.roud to have ·bee,n as soc i a ted 
with- you in your· pursuit of ttres-e ecan·omic goals. 

-- ,,,.- I .-knoW: ·th·a.t the, ach·t ev.ements of"' your first. term wi 1 l be preserved 
.aild eX\te.n·dect i;n_ you,~ neX\t f our years-. ..:. Thank. you for gi v-i ng me 

· . .... the oppo'rt-un.i ty t o:- w.a:r-k w.i tit you and th'ank. yott f ·or a 11 that you 
are doing-·for our country. 

Th~-- President 
The White House 
Washington, DC 

S.i nee rely, 

\'l\~ 
Martin Feldstein 
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THE CHAIRMAN OF THE tS84 t'iAY -8 P!i 5: 21 
COUNCIL OF ECONOMIC ADVISERS 

WASHINGTON 

May 8, 1984 

Dear Mr. President: 

As I told you when you first asked me to serve as Chairman of 
the Council of Economic Advisers, Harvard University has a~ 
absolutely inflexible rule limiting leaves of absence to two 
years. In order to have adequate time to prepare for my 
teaching before the September term begins~ t would like to 
leave my position: on July TOth. By th:at da"te I will have 
completed my work for the midsession budget rev·iew. 

Although I look forward to my return to research and teaching, 
I am very s.orry that · I cannot stay . fo.r another . year to work 
with you on your post-election economic program. I would be 
pleased to .help· you and my successor and other members of the 
Ad.mini strati orr fn any way · that I can. :, , 

It has · been a great honor fo~ me to serve as Chairman of your 
Council of Economic Advtsers and a great pleasure to be able 
to work closely wft~ you. In the past three years, you have 
changed. the course of Amert ca' s economic hf story. In fl a ti on 
is. dow·n sharply and monetary .p.olfcy is. followi.ng a course 
that s.holild. prev,ent a return· to increasing. inflation. The _ ·- •. 
reductfon ·fn government domestf~ spending that you have achieved 
distinguishes your Administration .from any that has come before. 
The 1981 Tax Act not only reduced high distortionary tax rates 
but . specific~lly strengthene4 incentives for saving and investment. 

All of thes~ accomplishmenis reflect· your personal viston of a 
good society: low 1n.flation, a less intrusive government, less 
burdensome taxatiQn~ and maximum scope for th~ potential contri
bution of the . free "market. I am proud to have ·.been associated 
with you in your pursuit of th~se economic goals. · 

I ~~ow that the achievem~nts of your first term will be preserved 
.•nd extended in your next four years. Thank you for giving me 

. ... the oppo'rtunfty to work with you and th·ank you fo.r all that you 
are doing ·for our country. 

Th~ President 
The White House 
Washington, DC 

Sincerely, 

Martin Feldstein 



\ 

THE CHAIRMAN OF THE 

COUNCIL OF ECO N OMIC ADVISERS 

WASHINGTON 

April 18, 1984 

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF 

FROM: MARTIN FELDSTEIN ~· 
SUBJECT: Personal Income and Outlays for March 

This morning at 8:30 a.m. the Commerce Department will 
release information on personal income and outlays for 
March. 

The March figures show that the expansion is indeed continuing 
at a desirably moderate pace. Personal income rose 0.5 percent 
between February and March, down from the 0.7 percent increase 
in February. Personal consumption expenditures rose 0.4 percent 
in March, after falling 1.0 percent in February and rising 
1.8 percent in January. The rise in personal consumption 
expenditures does not have any adjustment for inflation. 
Presumably, when the price deflator becomes available, we 
will see that the real increase in personal consumption 
expenditures was lower than 0.4 percent. I expect that 
consumer spending will rise at a more rapid rate during the 
rest of the year but not so rapid that it creates serious 
problems for inflation. 



-~:::~ .- . ..:..! =;: VI A N. O F T '...J E 

..: :) G t'-1 C I L C ;: ~ S G ;': ·:) ~ .. 1 ! C A:> \. I 3 C: ? S 

l.~3 -i :N G -~ N 

April 6, 1984 

MEMORANDUM FOR WHITE HOUSE SE NIO R STAFF 

FR 0 M : MAR Tl N FE L D s TE I N Vl\:9:-
SUBJECT: Employment and Unemployment for March 

This morning at 8:30 a.m. the Department of Labor will 
release the employment and unemployment figures for Ma rch. 

There was no change in the unemployment rate between February 
and March. The unemployment rate for all workers remained at 
7.7 percent and fdr all civilian workers at 7.8 percent. 

The number of people looking for work and the number of peop l e 
employed both increased. There was a rise of 248,000 people 
at work according to the household survey. This brings the 
rise in employment to 5.1 million since the upturn began. 
This is the first month in which we have passed the 5 million 
mark. 

I think the financial markets ~ill regard the employment 
figures as an indication that the rapid pace of r ecovery has 
slowed to a more manageable level. 



TH C: CHAIRMAN OF THC: 

COUNCIL OF ECO NOMI C AD VI S E RS 

WASH IN GTON 

March 29, 1984 

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF 

FROM: MARTIN FELDSTEIN wJ:: 
SUBJECT: Leading Indicators for February 

This morning at 9:30 a.m. the Department of Commerce will 
release leading indicators for February. 

Th e i n d i c a t o r s co n t i n u e to p o i n t to · e x p an s i o n . T h e I n de x o f 
Leading Indic.ators rose 0. 7 percent between January" and 
February, with five of the components increasing, four 
decreasing, and one remaining unchanged. 

The Commerce Department h~s also revised the previous decline 
in November 1983 to an · 11unchanged 11 for that month. That means . 
that the Index of Leadirig Indicators has not declined since 
August 1982, a very impressive record. 

The Index of Coincident Indicators rose 0.9 percent between 
January and February, shawing that . the recovery in the first 
quarter has indeed been progressing at a strong pace. 



TH E CHA i RMAN O F THE 

CO U N C IL OF E CO N O MI C AD VI SERS 

WASHINGTON 

March 29, 1984 

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF 

FROM: MARTIN FELDSTEIN ~ 
SUBJECT: Housing Sales for February 

This morning at 10:00 a.m . the Department of Commerce 
will release figures on the number of new one-family homes 
sold in February. 

The figures show continued improvement. 721 ,000 houses were 
sold in February (at -. a seasonally adjusted annual rate), up 
8 percent from January's 669,000. rate. The February level 
is 22 percent above the level of a year ago. 

The continued incr~ase in sales should help to sustain the 
recent increase in housing starts . 



\VA5,_,i NG T ON 

March 22, 1984 

MEMORANDUM FOR WHITE HOUSE SENIOR STAFF 

FROM: MARTIN FELDSTEIN ~ 
SUBJECT: Durable Goods Orders for February 

This morning at 8:30 a.m. the Commerce Department will 
release advance information on durable goods orders for 
February. 

These preliminary estimat~s of new orders for durables are 
very volatile. It is therefore not a cause for concern that 
there was a slight decline between January and February. 
Even with this decline the February figures are well above 
those of December. Moreover, the financial markets will be 
relieved to see some evidence of a slowdown. 

More specifically, total durable orders fell by 1.2 percent 
between January and February after rising by 2.8 percent 
between December and January. Nondefense orders for durable 
goods fell by 1.6 percent between January and February after 
rising by 5.5 percent between December and January. 

The level of durable goods shipments is essentially unchanged. 
Shipments are still running below the level of new orders, 
indicating that firms are developing bigger order backlogs. 
The increase in order backlogs is an indication that production 
and employment will continue to rise in the months ahead. 
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THE CH AI R M AN O F THE: 

COUN C IL OF ECONOMIC ADVI SERS 

W ASHINGTON 

March 20 , 1984 

MEMORANDU1 FOR WHITE HOUSE SENIOR STAFF 

FR<N: Martin Feldstein ~ 
SUBJECT: GNP Flash 

This morning at 8:30 the Commerce Department will 
release the "flash" estimate of GN.P growth in the first 
quarter. Revised figures for the fourth quarter of 1983 will 
also be released. 

The figures show continued strength in the economy. 
Real GNP is estimated to be rising at a rate of 7.2 percent in 
the current quarter. In only 1 of the 7 previous postwar 
recoveries did the second year start off this strong. 

The rate of inflation is up to 4.4 percent, still very 
good and below our estimate of 5 percent for the year as a 
whole. 

The revisions for the fourth quarter are quite small: 
real GNP grow.th is revised up from 4.9 percent to 5.0 percent 
and the GNP inflator is revised down from 4.2 percent to 3.9 
percent. 

In addition to those numbers, there are other important 
figures that give an indication of the pace of activity but 
that are not released publicly by the Commerce Department":
The most interesting of these measures of activity is labeled 
"fin al sales, excluding the Commodity Credit Corporation. " 
This is equivalent to GNP except for (1) additions to 
inventories and (2) sales by farmers to the CCC. This number 
is thus a good measure of demand by households, businesses, 
and ordinary government agencies. It was originally reported 
as rising at a 5.8 percent rate in the fourth quarter of 
1983. That has now been revised to a 4.9 percent rate. The 
same 4.9 percent rate is now estimated for the first quarter 
of this year. 

The "final sales excluding CCC" is important because it 
shows that the economy is not heating up as fast as the 7.2 
percent GNP rise might imply. 

It's important to remember also that the "flash" is a 
very preliminary number that can be revised substantially if 
March is not like January and February. 



;-. .... ·. 

.. ···C 

·. 

.· 

4 THE WALL STREET JOURNAL -
Wednesday, March 21, 1984 

c:; o -

At a 7.2% Rate 
In First Quarter / 
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· ?ervices, in the fourth quarter of 1~. k':fit; · ··· .. ' ·.~ :·: :_. ~-'-·· .. : .. ·:""' :> ·\.:'.'~>.> · · :' ·· ":-"_·.-' · : ,. '· .:~ :. · ·,: · · ·: · :, ':. · 
Is abov~ the 6% to 6.5'% growth· that most~ ·. · .. · ~ .. ·. <· : '"'': .. ·. ·. ·. ·.·:. . . '· · •:. · . . . .. . . . 
~nonustnyere a~~icipating: ftn:~ t?is quar-!: ·: ."·.; '.:·:'.: ,· ·· . <·.; · ·· ... · ... · ·, : ,.· . . . · , . · :·, .. :,. ·:· · ... · · ·,. '/ ::". -

The depaitnlentals~~~Ji;{ ~;~oi.iJ: -_ ,~::\/··. ··:. ··: :·.:"_··· .• · .:.;-,:.<' ·.·:·.::_., ,_:. · ·'·:· ~ . ··,:_ ~-.:- • ~ :~-- ~'·,;,_ .. -. -
after-tax profits.droppt!d 0,8% iTh the fourth{ .·· : · ·' ' · .. · .·-.- · · · · .:.' . : 'that the figure understates corporate perfor· 
quarter of 1983 from_.tneir high. third.:quarten· .... _ . · · ~ ··' ~ · · · ·· mance in the quarter. Accelerated deprecia-
levels. . ~ ~ , , ,. •. · r· .• : · · ·-· . . : · ,:·,: . .- · .. · . ..-·: ·· - -- . tion schedules enacted in the 1981 tax bill 
. J The ~-~0- "flash " GNP estimate- is. LJi~l '. _-:.-:·::-: -~-- ~: :- -: -<.-- -:. : : ..... -: .. _, have enabled companies to write-off their in-
~rst offic1~ . govern~ent estimate of: the : . ·~:: · · :. · ... . . _. . . · .- : · · . · .: · . . vestments more quickly than before~ That 
first-quarter;gro~h ·m the·. gross- national ! · :· ~'- :·. ~ · - .: .. ,;.'.;·:-•'..·: .. · .. _ ·. · ' depresses. book profits, on whic.tr taxes are · 
b!.sO:ct. after

1
. a~Justment.for inflation. It is i -< · _;-;.~:. ·. :.· ·.:·· >" .:~::, ·: '..: . based. But it increases corporate cash flow, 

on-pre umnary-numbersrnnctsubject:i .. ·.., :::;-- .» . :. "'.: ··"/.;. ~--·-.:·':'. · · .· · · · · '· and the ability of corporations to finance in· 
t<Y large revisions. · - · · ;.k(: ~'li:.· . J. _: '" ~: '->" ·-·.=-··: · ~ :~ ·:··;. ,:,-:~: ;; · ··· · - : · · · ' vestments internally. The effect of the accel-

; The department Said the fTash; figur~ ' re"· r · ~: :.'· >··.", -~ ~ e>.-·:.;-. : :, :-:; ;' :: . erated depreciation has grOWJl each quarter 
_fleet~ larg~ increases in. both finaI sales I '.. · · . ·.. . . . ·:· :_ :: . ·:~ ·. · , ·· · <;· .' : : as businesses. accumulate investment that is 

1-~nd mventories, while a substantial decline f . .! . '._ .. , :' ·~ ' · · · • ·· · .·:~ .. : . ··.· ,. eligible for accelerated depreciation. 
,m _net expo~ kept the growth figure from .··---:-· · · ... ... ·, ·:,,··· , .. · '· •· _: ~r A..qiorer appropriate measure of ·corpo-
jbemg even higher. . ·. · · ,. 

1 
... _.., . . . ... ·· • ':'-. °'<. -\ _- ~- ~-' .. ;.' · I. rate profit.s, many analysts· agree, is profits 

(' Many ~rivate-analysts have said: that the (. .· ·:·._· ' .. _,;· · .. ··· · . · '. : from Cl:L.'Tent-produetion;-which increased a 
.. economy 1s groWUlg too rapidly, causing in- : '· · ·.. . ·::. ' . : ;- ·. - strong 7.9% in ·the fourth quarter from the 

1 

~ terest r_ates to rise and. raising- fears of re-- · 7.. • • .: - • L'lird quarter. That measure includes pre· 
~ newed mffation.. 1 • • · ' ·tax profit, with adjustments for changes· in 
'" 'Sign f o :h l inventory value and capital consumption. I 
~~· .. 0 ver eating,, · ~ . J • - , - • • • The capital .. consumption adjustment in 
~ "I re~d. t.I_ie G~ figure aS ~ si~ of o~~r- f · t the fourth quarter was a record $46.2 billion. 
,: heating,_ said Michael Evans, a Washington r ,., .: : · · · .- , · . ':· · 

1
1 That adjustment resultsfrom_converting the 

;;. cco~omic consultant. "Consumers may be · .. •· .. . tax-based depreciation for plant and equip· 
~ begmnmg to. pull in their horns. a .. bit; , but ·· -.-- .-·~- · · : · ment into a. more· standard depreciation. 
~ b~~n~ssmen. are still· going fla~ out. " · Many analysts said that the figure repre-
... . Its :r good news, bad news ·situation,"1 :; M~rtirr E'~ldstein~ ,presidential economit. "sents the untaxed gains. that companies are 
.: agreed ~dwarctYardeni. chief economist fo :: adviser,. alse played· down the strong. GNP· enjoying as a result.of accelerated deprecia· 
:' Prude_ntial-Bache _ Securities: J "The .'g , j :).nwnber. He said that the increase largely tion. . -
.~ news IS: that, the· econollllc-· expansion: is ·m ~i refie£ted a big gain in farm inventories. fo!- The 0.8% decline in after-tax.profits fol-

. ~on· a. 1:01.k J!u~th~ bad' news: is. tnatthis is. ill'.·, ;;· !iJowinir a decline:- iir the fourth quat!er~ The lowed .a: 13'.3% increase. in the· third quarter 
• creasmgly startmg ta look like- a:· boo ml bust. , i;. gbvemment"s ''payment7in-kind::';J p}"OgT3.lllt to $144:1. billion· After•tax:. profits.in the 1982 
~ econom~. l'h~: boom is generating: la;;fe in·· · . ; ~ under which farmers. receive surplus gov- fourth quarter were $113.5 billion. 
; creas~s 1~ pnvate· credit demand, ~ich .i11 ~ ~ ernment stock's in exchange for idling land, Book profits before truces fell 0.4% in the 
~ ~ombmatwn with the government's rrow- :: has made farm-inventory accounting diffi- fourth quarter to $228.1 billion. after rising 
.. mg needs is pushmg up interest ra es. " -: cult in recent months.. 12.7% in·the third quarter to $229.1 billion. 
~ . Mr. Yardem said that he wouldn' be sur- · "I'm not worried about overheating at Pre-ta.x profits in the 1982 fourth quarter to· 
". prised to see the prime rate rising toll3% by : this time since a large part of the increased taled $167.5 billion at an annual rate. 1 
~ early next year ; the rate .. was boosted to : output is going into inventory accumulation, Profits from current production were up 
r 1l ~%from 11% Monday. Such high 1interest 1• '. and price pressures remain under-control," from $248.4 billion in t.tie third quarter, 

$. rates could choke off. the recovery he ,: ~ Mr. Feldstein said. which was 13.8% above the second-quarter 
: said. 1 ' ~ The economic· adviser also said that he level. In the 1982 fourth quarter; this mea-

:: · . Government officials presented la much : didn't see any reason for the Federll Re- sure 1 totaled $161.9 billion. \ 
more sarrgrune View of the economy. - . serve to change its current-policy. ssumrng j ii'he department aisa said that a GNP- j 

: December's Weather Cited ; . : that the central bank will hit its target of 6% based price measure rose 4.4% in the quar-

1 

": growth in the money supply for the rest of I ter, compared with a revised 3.9% increase ·:I . Commerce Secretary Malcolm B
1

aldrige ·: the year, "the implication is the kind of l in the fourth quarter. The department pre-
srud that the 7.2% growth rate "do; not : . ·: nominal GNP growth we have forecast, " he viously estimated that fourth-quarter prices 

. mean th~ economy is showing signs o over- ; '. . said. The administration has forecast nomi· rose 4.2%. 
·. heating. He sa_id part of the gro ~ in · . : nat GNP growth, which isn 't adjusted for in- The 5% inflation-adjusted growth rate in 

· : sales, construction and production \'{as • , ' flation , of about 9.8% during the year v.-i th the fourth q•1arter was revised from a 4.9% 
1 

· "shifted" from December, when unusuaHy ! ' : 4.5% inflation-adjusted growth. rate previously reported. The revision was i 
. ~a~ weather put a damper on economic ac- . ' ; Secretary Baldrige also said he saw "no based on higher-than-reported inventories · 
. tmty. And he said that another part' of the . reason to change the adminis ation 's 4.5% and consumption expenditures, but net ex-
:. growth was bP.ing "borrowed" from the sec- · gro'wth estimate for the year. " ports were towered another $3.5 billion. 

ond qu_arter. New-car assemblies are rising ,- After-tax corporate profits were some- Beiore inflation adjustment. GNP is esti-
an_ estimated 17% in the first quarter, he wnat weaker than expected in the fourth mated at an annual rate of 33.535 trillion in 
said, m part to compensate for auto makers' quarter, dropping 0.8% from the third quar- the first quarter, up from 53.436 trillion in 
plans to close some plants during the second ter to $142.9 billion. But many analysts rnic the fourth quarter of 1983. 
quarter to retool for new models. 
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MR. KALB: Our guest today on MEET THE PRESS is Congressman 

Jim Wright, Democrat of Texas and Majority Leader of the House of 

Representatives. Mr. Wright's political star seems to be on the 

ascendency. If Speaker Tip O'Neill retires, Mr. Wright may become 

the next Speaker ,of the House. And if the Democratic presidential 

candidate needs help in Texas this year, Mr. Wright may even be 

selected as a vice presidential running mate. In any case, there's 

a lot of informed talk about Jim Wright. 

Our reporters today are Robert Novak, of the Chicago Sun

Times; Gloria Borger, of Newsweek; Martin Tolchin, of ~~York 

Times; and to open the questioning, our regular panelist, Bill Monroe, 

of NBC News. 

MR. MONROE: Congressman, I'd like to ask your expectations 

on three legislative subjects. President Reagan's $150 billion plan 

to cut deficits by that much over three years, will House Democrats 

go along with that? 

REP. WRIGHT: House Democrats will do much more than that. 

We applaud the effort; we think it's positive and constructive, but 

not nearly enough. It represents only an $11 billion so-called down 

payment on the $200 billion deficit for 1985. We think that's an 

inappropriate term. It doesn't even pay the interest on that deficit, 

let alone amount to a down payment. We think we have to do substan

tially more than that. 

MR. MONROE: Second subject: President Reagan's urgent 

request for emergency military aid to El Salvador and to the Nica

raguan rebels. Will House Democrats go along with those two requests? 
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REP. WRIGHT: I think you have to divide those two requests. 

I believe there is a disposition on the part of most Democrats in the 

House to support the ele~ted government of El Salvador. And I'll be 

going at the invitation of our State Department to observe those 

elections next Saturday and Sunday. 

On the other hand, I don't believe that most Democrats sup

port the idea that we ought to spend taxpayers• money starting a war 

or supporting people whose avowed aim is to overthrow another govern

ment in the hemisphere. That applies to Nicaragua, however distaste

ful that government may be to us. We don't believe that it's our 

bound and duty to overthrow that government, nor to conspire in its 

overthrow. 

MR. MONROE: Third subject: If the amendment for organized, 

vocal school prayer passes the Senate this week, what will happen to 

it in the House? 

REP. WRIGHT: If that .amendment passes the Senate, it will 

be scheduled for action in the House. It will come up in -- in due 

course, and I should suggest rather soon. There is absolutely no 

disposition on the part of any of the leadership of the House to 

delay it. There will be the opportunity for every member of the House 

to express his or her will. 

MR. MONROE: Do you think the Senate -- the House will vote 

on it? 

REP. WRIGHT: If the Senate adopts it by a two-thirds mar

gin, the House very definitely will vote on it. 

MR. KALB: Thank you, Mr. Wright. We'll be back with more 
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MR. KALB& Our guest on MEET THE PRESS, the House Majority 

Leader, Jim Wright. we•11 resume the questioning with Mr. Tolchin. 

MR. TOLCHIN: Mr. Wright, as you know, Rep. Fred St. Germain, 

the Chairman of the House Banking Committee, has announced that he 

plans to hold hearings on banking deregulation after finding that 

many of the banks favor the affluent at the expense of the poor. 

Senator Mark Andrews has already held field hearings on airline 

deregulation and contends that travelers from Bismarck to Chicago 

subsidize travelers from New York to Los Angeles. Congressman Al 

Gore finds that in rural Tennessee some poor farmers have to choose 

between keeping their telephone and eating three meals a day. 

Is there an increasing congressional concern on the impact 

of deregulation? 

REP. WRIGHT: Yes, there is. It's a growing concern, I'd say, 

Mr. Tolchin. Deregulation sounded good superficially·. In fact, it just 

hasn't worked out well in practice. 

I am very deeply alarmed by the rapid mergers occurring in 

the banks, the pace at which individually owned, small town, locally 

owned and operated banks are just absolutely going out of the picture. 

When I was young, the local banker was the catalyst who helped many 

young Americans get a toehold on the road to progress or recovery or 

economic security. He knew them, he cared 'about them, he knew how 

much debt they could manage and .maintain, he knew something of their 

integrity, he wanted to help. Now, increasingly, even small town 



\ , 

4 

banks and surely the big town banks have been gobbled-up by fewer 

and fewer comglomerates, where the decision-making power is remote 

and aloof and nowhere that the individual borrower can find it. It ' s 

-- It's very cold and I think very counterproductive to the kind of 

a society that we've always had. Maybe it's one reason why we have 

the greatest number of business failures, small business failures 

last year. 

In airlines, we have seen the much-heralded idea of deregu

lation which was supposed to result in more competition have just the 

reverse effect. Several airlines have gone bankrupt, gone out of the 

competitive field. Many medium-sized communities throughout .America 

have lost their service entirely. And the rates, rather than going 

down, have gone up precipitously. So, instead of its creating more 

competition, it has intensified the stranglehold of monopoly. 

I worry about that in the oil industry. I "'lorry about it 

across-the-board. I don't want to get to the point where like the 

automobile industry and each of our big industries of America upon 

which the people depend there would be only three, and one of them 

would be coming to the government for a bailout. 

MR. TOLCHIN: Do you look for congressional action on -

on deregulation? 

REP. WRIGHT: I would like very much to see s·ome motion 

put into being to stop the momentum, the headlong drive to deregula

ting everything and creating the law of the jungle again, which 

existed a century ago. I don't see j,t happening with rapidity, but 

I do see the beginnings of that kind of a movement. 
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MR. KALB: Ms. Borger. 

MS. BORGER: Mr. Wright, if I might just get back to the de-

flcit for a minute. You've been a member of the all but defunct 

deficit negotiating commission. And recently the President came 

out and accused the Democrats of foot-dragging on reducing the deficit 

and you immediately took to the floor of the House and essentially 

denounced the President as a liar. Now that the President's come out 

with a package first, are you taking that back? 

REP. WRIGHT: Gloria, I didn't call the President a liar, 

nor I hope will I ever use any pejorative term like that for any 

President or any political opponent. What I said .was that his charac-

terizations, frequently repeated, to the effect that we had offered 

no suggestions was a lie. It was a lie; it was untrue. I was at the 

meetings, he was not. We made several -- I made as many as 20 differ-

ent suggestions. For him to have said that we made no suggestions that 

he personally found acceptable might have been truthful. For him to 

have said, as he did, that we made no suggestions was falsehood; it 

was untrue. He said that they had a very difficult time ever getting 

us to meet. That was a lie. That was not true at all. That charge 

began to be made the very day the budget came out, before we'd even 

had a chance to meet, by Secretary Regan. It was apparent that was 

their plan to accuse us of this. 

We went everytime we were invited. A couple of times I sug-

gested meeting dates that were inconvenient to the President's desig-
,. 

nee. You see, the President · wasn't there 1 Mr. ·Baker was there. And 

Jim Baker couldn't or didn't wish to come because he wanted to be with 
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the President in Dixon, Illinois; once he wanted to be with the 

President in California. That was all right with me. I didn't go out 

and accuse him of dragging his feet. But for them to suggest that we 

were unwilling or didn't make earnest, serious efforts to try to come 

to some agreement that would make serious reductions in these stag

gering Reagan deficits is a lie. It's a falsehood. 

MS. BORGER: Well, now we know that the Democrats are 

scrambling to come up with their own $200 billion package. And assu

ming that they're going to ask for less military spending, how are 

the Democrats going to handle cuts in domestic social programs? 

REP. WRIGHT: Gloria, I believe that there are cuts that 

can be made in the rate of growth of domestic spending, although I 

think we have to bear in mind that that lemon has been squeezed 

pretty dry. Only one-fifth of the budget goes for those things that 

help the handicapped, and the homeless, and the hungry, the needy, 

the disadvantaged, the school chil<'i°ren wanting to get an education, 

the aged, and from that one-fifth of the budget, 60 percent of the 

cuts that have been made in the last three years have been visited. 

Forty-e~ght billion dollars have been taken off of the 

regular entitlement programs in these last three years. But 
-~---.-1 

tlie iniportant at's causing these 

eficits. Dr. Martin Feldstein identifil:!d it very 

of ttie aeficits are ttie excessive tax cut of -1981 in wnich we gave 

ourselves the biggest tax cut in history, at tlie very same time we 

ere launching the biggest military spending buildup in t e peacetime 
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country, and therefore e e increas n debt: 

ayments , interest rates which have doubled in tfiose t~ree 

Those are the big causes of the deficit. 

And if we're to do anything to reduce it substantially, then 

we have to come to grips with those real costs. 

MR. KALB: Okay. Mr. Novak. 

MR. NOVAK: Mr. Wright, turning to Democratic presidential 

politics, if I might, you endorsed Walter F. Mondale for President 

long after most of your fellow big shots in the party had done so, 

jumping on the bandwagon just as it was screeching to a ~alt. Did 

they ask you, in the Mondale campaign, did they ask you to give him a 

little boost? , 

REP. WRIGHT: Well, yes, I think that would be a fair state-

ment. I had been talking with Vice President Mondale from the begin-

ning and had thought initially that probably it would be just as well 

for as Majority Leader to remain publicly uncommitted. Everyone knew 

that I was really for Walter Mondale. I know him better, I trust him, 

I am aware of what he stands for, I feel comfortable with him. I 

think he's a fine American with a clear vision of the ' future and deep 

convictions. 

But when it reached a point where it appeared that maybe a 
statement from me could be helpful to him --

; 
MR. NOVAK: Do you think it did any good? 

REP. WRIGHT: I'm not sure that it did. I don't know whether 

an endorsement from any political figure does any good. Perhaps there 

were some people who would be influenced hy my judgment of it, but I 
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don't delude myself with the thought that I caused it to start turn-

ing around. Maybe it was ready to turn around and if I was helpful in 

any small degree, I'm glad that I was. 

MR. NOVAK: Mr. Wright, on the campaign trail this past 

week, Mr. Mondale made -- made it quite clear that he thinks that 

Mr. Hart would be a disaster as President, that he doesn't think he's 

qualified to be President. Do you think if you end up with Gary Hart 

as your nominee, the Democratic Party is going to be in very sorry 

shape? 

REP. WRIGHT: I expect to support the nominee of the party, 

as I always have, Mr. Novak. 

MR. NOVAK: Well, I'm sure you will, but that wasn't the 

question. 

REP. WRIGHT: No, I wouldn't characterize our predicament 

that way. And in the event of the nomination of any of those candi-

dates, I have nothing hostile to say about any of them. 

MR. NOVAK: So he's an acceptable candidate you think, Mr. 

Hart. 

REP. WRIGHT: Whomever the Democratic Party nominates I 

expect to be acceptable to me. 

MR. KALB: onqressman Wright, I'd like to go back to some
in 

th:Ing sai He s quoted/today•a New York Tiiiies 

Magazine as saying eia~ tne Congressiona Bu get Off ice estimate th~ 

by 1989 the deficit may reacn $2 1/2 trillion, Felds~ein is 

as saying, "That's right. That may well be the case." Do yo lieve 

at to be t e case? 
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REP. WRIGHT: Yes, it is a very alarming prospect. 

MR. KALB1 Could you -- Could you explain to us, who don't 

·quite follow these things carefully, how it could rise to that kind 

of staggering number? 

REP. WRIGHT: I 

understands it c early. Th three reasons are ehe excessive e x cut 

mos~ of wfiicn went o the wealthiese few of your cieizenry 

which is dragging some $135 billion this year from the revenues of the 

country and adding $135 billion to this year's deficit. That is not my 

figure: that's the figure that was given to the Budget Committee in 

testimony by Secretary of the Treasury Donald Regan. 

e second biggest cause is the enormous military: 

As recently as 1980, we were spending and appropriating $148 billion 

in that year for military strength, 148. The President is asking us 

next year to appropriate $313 billion, more than twice as much, and 

in the next three years the President has asked us to appropriate 

slightly more than $1 trillion for military spending alone. These are 

the reasons that in the past four years of this administration, we 

will have added more to the national nebt that in all the years post 

World War II of 35 Presidents, Democratic and Republican, beginning 

with Harry Truman. That's the reason why -- why it took us 192 years 

of constitutional government and 39 presidential administrations, 

beginning with George Washington through Jimmy Carter, to amass a 

national debt of $1 trillion. The policies upon which Ronald Reagan 

insisted and Congress lamentably assented, in 1981, if not radically 

altered, are going to double that and have u:s ·with a $2 trillion 
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deficit in five short years. 

That's why I say something very dramatic needs to be done, 

and not next year: this year, not to wait until we have a non-elec

tion year. The problem is now. 

MR. KALB: Mr. Monroe. 

MR. MONROE: Congressman, you talk cohfidently of the House 

voting on a school prayer amendment if the Senate passes it. What 

about the House uassing it? 

REP. WRIGHT: I don'• t know how to predict that. I guess the 

truth would be that it would be very difficult to expect to get a 

two-thirds majority. It came up in 1971 in · essentially similar form, 

not identical wording. I voted for it, incidentally. It failed by 

some 38 votes, I believe, to muster the two-thirds majority necessary 

for passage. At that time, if I rightly recall, it was brought to 

the floor by a very unusual procedure, the discharge petition. In 

In the House rules, if a committee refuses t.6- bring a bill 

wanted by a majority to the floor for their vote, a majority of the 

members plus one, 219 members, by signing a discharge petition, may 

bring it to the floor. We had that majority, but not the two•thirds 

necessary to pass a constitutional amendment. 

MR. MONROE: Let me get in a political question. People men

tioning possible female vice presidential candidates have lists of 

six or eight people and they include three congresswomen -- Ferraro, 

Mikulski and Boggs. Do these women have enough experience for a voter 

to conclude that they could step-in and take over t ·he presidency? 

REP. WRIGHT: Each of those women is an experienced, 
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dedicated, intelligent, committed public servant. I would feel very 

comfortable with the -- with the thought of any one of them being in 

a position of high political power. I'm not trying to suggest to our 

presidential nominee whom he should select as a running mate. 

(Continued on Page 12.) 
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MR. MONROE: You're not. quite saying that they're able to 

take over the presidency. 

REP. WRIGHT: Mr. Monroe, you have not heard me say that any

one is able to take over the presidency. I'm not sure quite frankly 

that I know anybody who is fully qualified to be President of the Uni

ted States. 

MR. KALD: Mr. Tolchin. 

MR. TOLCHIN: Mr. Wright, President Reagan is fond of saying 

that the government does not spend a single dime that has not been 

appropriated by Congress, and s o while the Democrats lament these ex

traordinary appropriations, why have they not stop~d, not just in 

'81, but in '82 and in 'OJ, and do you think that there. is sufficient 

pressure now to halt these expenditures? 

REP. WRIGHT: Mr. Tolchin, I believe there is pressure at 

last to begin, chip away at this terrible erosion that was set in mo

tion in 1901. What the President says is true. nut itls also as true 

that the Congress responds to presidential leadership. I regret that 

we voted to do these extreme things which were called a Ariverboat 

gamble" at the time by Senate Majority Leader Howard Baker, which were 

called at one point voodoo economics by presently Vice President 

George 9U$h, who was not vice president when he said that, which were 

called by James Schlesinger, who has served in two Republican cabinets, 

the single most irresponsible fiscal act in the history of the repub

lic. Yes, a majority voted for it1 I regret it. I voted against it. 

The difficulty is that during these years while we have had 

enough .in the House to forestall what we .saw ·as . total catastrophe, 
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we haven't had a majority in the Senate. We've come to loggerheads. 

On one occasion in 1962 we did veto, we did override a presidential 

veto. He was saying then, erroneously, that we had spent more in a 

supplemental appropriations bill , than he had requested. This was 

factually inaccurate, and when it became apparent to the American 

people that he had misrepresented it, that we actually were spending 

less, but rearranging our priorities in a way that people approved, 

they gave us support to override. We voted in the House for a tax 

bill which would have reduced the amount that would be lost through the 

hemorrhaging of this ·~1 tax by putting a ceiling of $700 annually on 

the amount that one individual might receive frqm that Kemp-Roth tax 

cut. It protected all the middle income people, but wouldn't have 

given eight and ten and twelve thousand dollars a year as a boondoogle 

to the wealthiest few. 

MR. KALD: congressman, we've got less than three minutes to 

go. Ms. norger? 

MS. DORGER: Mr. Wright, you've been around Congress for 

quite some time now, and during your tenure you've watched a younger 

generation, of very moderate Democrats, have more and more control 

over policy in the House. Can you tell me, do you think that the rise 

of Gary Hart reflects this kind of generational split within the party 

as a whole,. or do you see it as something else1 

REP. WRIGHT: We always have had generational splits. The 

&ngry young man. The girl says but father, can't you see you're both 

angry. He's angry because the world is changing so slowly, and· you're 

angry because the world is changing so fast. It is part of the~job of 

a majority leader or a le&d~r in any party to pull toaether ~h~A~ 
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people and see if we can•t keep refreshing, keep renewing this distillat. 

of democracy just as the nation itself is continuing in this way. 

MS. DORGER: Does that account for Hart's rise, though? 

REP. WRIGHT: It may have scmething to do with it. We young 

fellows, it's about time we came into our own, don•t· )Ou think. 

MR. KALD: Okay. A little more than a minute to 90. Mr. 

MR. NOVAK: Mr. Wright, in all this talk about the budget, you 

haven't told how much taxes you want to impose on the American people. 

As I add it up, it's $234 billion. Wouldn't that be thousands of dol

lars on ordinary individuals over the next three years? 

REP. WRIGHT: Mr. Novak, I don't know where you get your fig

ure and attribute to me. I made 11 different suggestions to the 

White House--

MR. NOVAK: I added them up. 

REP .• ,WRIGHT: -- as alternative approaches. You add them up 

and say I wanted to do all of them. No, I suggested that any one or 

combinations of them could without hurting the average person make a 

serious dent in the deficit. That's far better, though. I think most 

Americans want to pay as we go, and they don't want to pue it on the 

bill of their grandchildren to pay for things that we've used up and 

worn out before those grandchildren reach the age of paying taxes. 

MR. NOVAK: Mr. Wright, in this election year, do your Demo

crats in the House of Representatives have any intention of passing any 

of those options that you're putting out? 

REP. WRIGHT: We have a tax bill before the House now 
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now that would raise about $50 billion through plugging loopholes 

and I expect that bill to be passed as the bill I was mentioning to 

Ms. Borger did pass the House but was stopped in the Senate. I don't 

know what the Senate will do. 

MR. KALD: Congressman, thank you very much for being our 

guest on MEET THE PRESS. 

MR. KALD: I'll be back with a word about next week's guest 

and a look at letters after these messages. 

(Announcements.) 

MR. KALD: Next Sunday on MEET THE PRESS, our guest will be 

the President of France, Francois Mitterrand, who will be in this 

country. 


