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BEST COpY M@aeﬁm B

“Today the news is dominated by
the economy, and most economic
news is disturbing. Inflation is driving
prl‘ces up, the raté ofindustrial pro-
ductivity is down, unemployment re-
mains at high levals, the world

< economic situation seems increas-
mgly Uﬁstable And the economic
news Is as confusing as it 1s disturb-
§ng, ome say the problem is too,

udh‘government interference in the

ma kgtplace, others say that business

hds eaused its own problems. Some

: 'y that high interest rates will being
awn.tha rate of inflation; others say
h igh interest rates cause Infla- . -

irst.priority should be ﬁnémplaym‘
Still ﬁtthS say that we can't flght

tha_vanaus prablems Tha chalffenge s
fr:,sr pnllc‘.yrﬁakers and fnr us ag’ :

ome say that inflation should -

F1E

"tion to use in developing your own
. ideas an these subjects, For each of .
. the five topics, a background article

“ aballt topics as difficult as inflation
-=and frea énterprise, but’ they attemnpt ":
‘.to'provide a lucid overviéw of the sub- .~

The Close Up Foundatibn's Focus
on the Economy television series
enables you to explare these issues
in more depth than they are explored
. by the news media. This pubho:an:m
parallels five seminars produced In
Washington, D.C., by the Close Up
Foundation and televised over the
Cable-Satellite Public Affairs Network'
(G-SPAN). In the seminars, high

" schoal students, in Washington as '

‘bart of the Close Up governient =«
studies program, question policy-

rmakers and economic experts on im- "
portant economic, problema and theic’

possible solutions. The five seminars " =

ard entitled: “Inflation: Is'It Inj
itable?’s; “Productivity: America’s
lndustnél Crisis'; "Unemployment in.

Amern:a_ Causes and Effects”™; “The - f‘»
. Global Economy: Realities of Interde-- -
pendence’’; and “'Free Enterprise: i
What Role for the 80°s?" These topics™

- are five of the most important -
economic issues facing America to-
day,

This publlcatlan gwas yt::u merma—

introduces important terms and con-
.- cepts, and provides pertinent factual-
information with which to evaluate
: the television programs. Key t
are glossed at thie back. A
short as:th cannot passibly ex-- -
plain Every’thmg one needs to know

ject which will enable you to make
sense of other information that you
Vhile the brevity of the for-
echssitates some simplification,
the text/does not d'q;.k important
issues. To make sense of the com-
licated evzanamlc picture, some Com
licated jdeas. éed to be addressk

- b Gus Tyler, Assistant Presidsnt of th

- Union, a labor union with a-history of

the CLOSE LIF‘ Panel on the Ecr}namy,
ﬂva weii'k’ﬁawn iﬁdlvlduais fra‘m di

the lssues. Each af the panal
members was asked to respond to’
some basic questions about the
:conomy. Note the similarities and *
ffarances m their answers Each

" tional Center far Ecaﬁnmic Alter-
—natives, a liberal public interest gro
- interested In economlic policy. .
. H. Brewster Atwater, Jr., Chairman of *
- the Board and Chief Executive officer ~
Qf General Milis, Ing,, ans pf tha na-
+ tlon’s largest’ cc\rparatl,, et
"Bill Frenzel, U.S. Fiepresentatlva
"(Republican-Minnesota).

Carl Levin, U.S. Senator (Demccrat
Mu:hlgan) o

~ International Ladies Garment Waorker:

ive political invalvement.
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" Inflation is a continuing rise in the
general price level — in simple terms,
rising prices. The higher the rate of
inflation, the faster prices are rising.
In 1980, the-rate of inflation was ap-
proximately 13 percent, which means
that prices were 13 percent higher in
1980 than they were a year before.

Inflation has been a fact of life in
the United States for some time, As a
result, the dollar does not buy as.
much today as it once did. It now
costs over $2.50 to buy the same
amount of goods and services that
$1.00 would buy in 1967. Many peo-
ple’'s incomes have not kept pace;
they can buy less now than they

could before.

Inflatu:m has a nurﬁber Qj barj ef-
does m:t rise as fast as the rate of in-
flation end up with a lower standard
of living. Elderly citizens on fixed in-
comes, public employees from
teachers to military.personnel; ang
non-unionized employees in the,
private sector all have lost.real i
gome in the past few years Second,
high rates of inflation encouracz buy-

" ingewon credit and discourage saving. .

Why save money when it will buy less
tater? Howevar, good as this.
philesophy might be for the in-
dividual, it is bad for society. If peo-

tions like Savmgs and loan br:im

in new hames t{psmesses and equlp-
ment. Finally, and perhaps most
Signifi(‘:aﬁtly, high inflatian can iead

mg wnh mflatloh can undermlne pec—
ple's confidence in their government.
Causes for Inflation ™ '

. There is no one cause for infiation.
Below are some of the most often
cited reasons for inflation?
® Government Spending - In_Fisgal
Year 1980 (FY B0, the year begmmng

. . October 1, 1979 and ending
September 30, 1980), the U.5- govern-
ment spent approximately $578.8 .
billion. During the same year, the
government tdok in $518 billion in
‘taxes and other revenues. The dif-
ference between the two figures, $61

_billidn, is the. deficit for FY 80. -

A deficit of this magnitude is cited

=

ple save less of their money in institu- -

GDNSUMER PRICE INDEX

ol ! , I||| _

1967 68 69 70 TV J2 73 7? 7578 77 78 72 B0

=

as one of the causes for inflation.
When the governiment spends more
than it takes in, it must borrow the
money to make fip the dn‘ference
This federal borrowing increases the
amount of money in circulation (see
belaw) and may drive up interest
rates. While the negative effects of a
deficit are generally acknowledged,
economists disagree over the severity
of the effects.

* ® Rapid Growth of the Money Supply -
The money supply includes not only
the amount of monéy people have in
their hands but also. the amount of -
credit which is available to them.

- RATE OF INFLATION
Percentage of Consumer Price Index Rise from Preceding Year

Credit ¢ards and bank loans are
devices which enable individuals and
businesses to spand more money
than they have in hand.

Like individuals and businesses, *

allow thém to receive loans and to in-
crease the amount of money available
to them. Banks borrow money from
the Federal Resefve Bank, The _
Federal Reserve Bank loans money to-
panks at an interest rate determiined
by the Federal Reserve Board. Banks
1Hen loan it to businesses and con-
sumers at a slightly higher interest
rate. When the Federal Reserve

‘Bank's'interes! rate is low, bank in-

terest rates are low and everyone is
encouraged to.borrow mopey. This in-
creases the volume of money -ir gir-
culation, If'the volume of money and
credit increases more tham tje

- volume of available goods and ser-

vices, prices for those goods and sert
vices go up. A common expression
for this phenomenon is “too many
dollars chasing too few goods."”

- Another way of explaining it is: if the

money supply is too high, people will
be willing to pay higher prices, and
prices will go up.

. @ High Interest Rates - lmmcally, the

high interest rates used to discourage
growth in the supply of money are
aisﬁsarﬁétimes éitéﬁ fcr causiﬁg:in

*

Q

ERIC

Aruitoxt provided by Eic:




for borrowing money. If interest rates
ara high then it costs moré tD borrow
mcney, mgh |nterest rates mean that
- they have to charge more for what
they praduca iﬁ orclar to pay for the
buy a house or a car on t;:racllf mgr
. interest rates mean that they will ‘
.have to find ways to pay for the cc -
.1 of not only what they bought-(alrez.
‘ £ high because of inflation) but alsc
' the money they borfowed to buy
@ Energy Cosis - The rapid rise
price of energy, particularly of im-
ported oil, has been very inflationa:
President Carter, in his 1980 State ¢
the Union address, stated that th: \
biggest singie factor in the inflatic:- ;
_rate increase last year was from ong
cause: the skyrocketing oil prices.” In
1970, a barrel of oil cost about $1.50
on the world market; in 1980 it cost
$35. Since the U.S. imports 40 percent
~ of its oil, this price increase has had
. an impact on our inflation rate: '
® [nstitutionalized Inflation - Inflation
has been with us so long that in
many subtle ways it has been built in-
to the system. ’
° Wagé -Price Spirial When priﬁ:és

¢

EDVEF the hlghél‘ wages, The splral
continues—wages and prices pushing
each other to higher levels.

® /ndexing - In recent.years, many

- labor confracts as well as govern-
mant pngrams (welfsre, Uﬁerﬁplay

... mmm Outlays

ing. When infla-

LT T e ip 10 percent a
2. ] 3 and payments

-y 10. percent,

i the federal

Jectations < Having
wiusa 2 zd todnflation, we
i« .d-act accordingly.
- Lr wage increases and
=~ |, raise their prices before
5 ue .y need to. Furthermore, a
Ha ch expsects inflation has
n. zntive to save money, since
onay is worth more now than it
later,
s nle Remedies Tcxr%nﬂaﬂun
* is difficult for economists to
-_.ee on suitable remedies for infla-

ieir -
RIS

‘tion because thay often disagree.on
-the causes of'the problem. What one.

economist may consider a needed
policy, another may consider
disastrous. Below are some of the
most often cited remedies:

© Balancing the Federal Budget -
Balancing the budget is hard to do
because it is difficult to control
spending levels and to estimate -
revenue levels. But tight fiscal policy
in the form of a balanced budgst
would reduce the nation's demand for
credit by reducing government bor- -
rowing. This could help push interast
rates down and make additional
funds available for private investment.
Critics warn that cuts in governmenf
sﬁaendiﬁg c::suld hurt the secticm of

saclal;erwges Thf:se ‘most in need
of economic assistance g@uld be

ii

— Ee::gifgg :

1970

1971 1972 . 1973 1974 1975 1976 1977

Y : B -~

1979

1978 1980

- e —

W i -~axed to inflation. . . ..

those most hurt by this kind-of
. economic poliey. Furthermore, critics
argue-that balam:mg the budget
" would have little effect on inflation.
® Tightening the Supply of Maney -
Tightening the money supply isa
popular remedy to mflatnan Tighten-
ing the money supply means reducing
or slowing the growth ofsthe amount
of money in circulation. The govern-
ment gontrols the supply of money
through the Federal Res&rve Board
(often referred to as the “Fed”),a
semi-independent board composed of .
seven people appointed by the gresi-
dent. TheFederal Reserve Board has
two main instruments for controlling
‘the money supply: interest rates and
credit controis. When the Fed raises
" interest rates, people are less likely
to borrow money. This limits the -
amount of mohey in circulation and
“cools doewn” thé economy. The Fed
can also tighten up on the availability
of credit, making it more difficult for
people to borrow money. Howaver,
these policies may exacerbate the
‘Iong term prcbiérﬂ Df décliniﬁg pro-
am_cunt of monay avallable to invest.
® Reducing Consumption of Im-
ported Oil - If American dependence
on foreign oil were reduced, the L.5.
economy would be less affected by

the tremendous price increases of

OPEC oil. This can be achieved by ac-

celerating U.S. oil production and

'| .developing aiternative energy sources
such as synfuel, solar, coal and
nuclear. ) .
‘® Observing Wage and Price Controls
“Wage and price controls can be
either veluntary. or mandatory. Thay
are regulations limitirg increases in
wages and prices which are used to
combat the inflationary effects of the
wage-price spiral. Proponents argue’
that price controls are particularly
needed for combating inflation in fuel
and food prices. Critics claim that
wage-price controls only hide the real
problems and for that reason do
nothing to help the economy in the
leng run.
" The suggested L’Efﬂédles for mfla
tion are many and difficult to choose
from. It may be that no policies will
be effective at this time or that-the
right policies will be politically un-
popular. The challenge for policy-
makers is tQ sort ti‘sr@ugh the rhatoric,

.‘and the conflicting infarmation to )
make the hard c:th:ES that have to

be made. - ‘
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What are the underlylng reascns fnr the hngh rate of mﬂatmn‘?

i

I
GAR ALPERDWTZ _
‘We are facing a dramaticaily new

kmd of inflation in'the 1970's and the

" 19B0's. For.instance, in the 1970's,
world food shortages created very
high priges in the United States, even
thiouph this is a surpius cduntry. Note
that m:s is not a monetary inflation; it

" is based on world food shortages.
We're also seeing very high energy
priqes and again,-they're.not' based |
on monetary problemns.or on labor

" costs. The only way to handle the
new kind of inflation, as opposed to
the old, is to manage our economy so
that, for-instance, we don’t allow
short tefm speculation on food short-
ages to wash through the whole
economy, greating very high prices
-for American consumers—which lead
to high wage demands which then
lead to the price-wage spiral.

.We're going to have to increase

world food reserves and put a buffer

world and more stable prices at home
/it we are to stabilize this key compo-.
nent of the family budget: food
prices. | would also favor stabilizing
certain enerfy prices, which means
maintaining.centrols on some prices,
particularly far basnt: necessities like
heating oil. Of course, it's also
necessary to achieve conservatfon,
Forinstance, the Volkswagen Rabbit
gets emggr 40 miles to the gallon; the
average carin our own nahcmal fleet
gets something like 15-miles. If we
regulated auto preduction-so that we
saved two-thirds on gas mileage, we
wouldn't need sych high prices to
achieve conservation goals. In
anotHer area, housing, what used to
be called the “postwar baby boom,”
has now bé&come'a “family beom,”
New families trying to huy homes are
bidding up the prices. What we ﬁaéd
to do here is expand the supply o
housing. And that means making
more mortgage maoney available, par-

housing.-or we'll never solve that part
of the new kind of inflation. -

tant inflation pressures have come—
food, energy and housing—the prob-
lems are very specific. They won't be

of tight money or created recessions.

=

between short term high prices in the’

" solved by the old-fasHionid sélutions .

3

1« ticularly for low and moderate income

I each case where the'most impor- .

"

What pehcles shauld we purs ue ta salve the preb!em’?

The'only way to salve the new kind cf
inflation is with sharply tailored
policies appropriate to ‘each of.the
specific difficulties.

H. BREWSTER ATWATER, JR.

High rates of inflation are by no
means inevitable. Persistent inflation
in the United States and in other . -,
countries is primarily a function of  ’
governments pursuing policies under
which they spend more than they take
in and print too much money.

The most promising solutions to in-

flation Involve changing-those
policies. Our government must spend

-only-what it is willing to tax us to pay
for; and, we must-moderate the rate

at which we print money. Other?
policies and proposals designed 1o
encourage greater capltal investment
and economic growth should be given
favorable consideration, but these are
neot as crucial as getting spending
and money growth under firmi-control.

CONGRESSMAN BILL FRENZEL

The principal cause of inflation is
federdl over-spending. Federal
deficits are not the only cause, but
they launched thjs cycle of inflation
in the “guns and butter” days of the .
middle 1960's, and have nurtured in-
flation for the past 15 years.

Once inflation is sfaried, it quickly.
becomes deeply rooted, and develops
a momentury of its own.’ Lately, infla-
tion has been exacerbated by wage
increases, cost of living agreements
of all kinds, administered prices,
energy price increases and food price
increases..

Cutting federal spending and reduc-
ing deficits is not the only:gure for in-
flatian, but until we make cuts in
federal spending, other.cures won't -
be very effective. Wé can’t expect the
people to make sacrifices until their
government is wjlling to cut back too.

-Ndr can we expect monetary policy to

resfrain inflation alone. We must be
willing to adgpt a.more strmgem

fiscal policy.

EENATGR CARL LEVIN
There 15 nQ sin
tion. A variety of factors have acted .

tcgathar to create a sefious and deep-

ly mbedded mflatu:m |n this cauntry

those four, we will be cc
le cause for mfla— + -

" It is generally acknowlgdged by

will not reduce significantly the cur-
rent inflation: Infiation mightbe - _
reduced somewhat by a balaﬁced

Inflahonary shozks such as DPEC
price increases ‘and crop failufés con-

P

: mflahori wIII remam hngh enc@ur,aga

spending at the expense of saving.’
The resuiting decline in savings
‘removes important squrces of money
for productive investments. Finally,

the wage-price spiral causes wages
and prices.to rise regardless of other .
inflationary pressures. Our complex
economy includes a ngtwork of ad-

~ ministered wages and prices which,

for reasons not quite clear, respand
qyickly to upward pressures on
wages and prices byt stubbornly
resist downward pressures.

A coordinated anti-inflation pro-
gram is necessary to address the
numribet of inflationary factors in our
economy. This program should ‘ih-
cludé réslfained fédEral spending and

and pr@duztlve mvaStmenls And the -

‘econornists that.a balanced budget ¢

root cause of inflation, the wage-price _

network, must be addressed. One -
possibility is a tax-based incomes

ilelC)‘ which rewgrds (with Iawer

whf:: af:i:er;n either lawer wage in-
creases or lower price mcreases than
the prevailing rate.
GUS TYLER :

The major causes for inflation are
clearly defined. There are four items |

-that are highly inflationary: fuel, food,

housing.and health care. Those four
iterns make up aboui 60 percent of

“the average budget of .the median

tamily. For families below the me- |
dian, they make up'80, 90-or 100 per- /
cent of the budget. Furthermore, infla-
tion for these four necessities (angd
they are nedessitigs) is just about

'wvn:e the rate ofinflation for the non-

necessities. So if we garj cope with
ing with the
problem of inflation. :
‘Obviolsly the way. to cope with in-
flation in the'price of fuél, aside from’
consetvation Wh!_t:h has to-be done

1
.
|
{
!
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iMmediately, is to develop alternate sost of financing homes); and 2) the
sources of energy through-thé 1980's, . value of real estate, which has gone .
so that as we approach the 1990's we _ up three ér four times faster than an§;
will have an adequate supply of fuel other item. The way to cope with high
1. and we will not be forever dependent Jinterest rates is obviously to bring the
- upan a limited source of petroleum. inteieé.t rates down through actions
Secondly, in the case of food: price in- * of the Federal Reserve system. And
flation, there's no shortage of as far as bringing land values down,’
agricultural potential in the-United” _ | that can happen if there is a
States.’What has Happened is that for }' redistribution of population in the
about 40 years now, goveriment ; United States. My guess is that if we
policy has been to restrict production ; apphed aurselves intensively to

" of foad rather than td expand it. If -we, developing altérnate- sources of

were to unleash our productive ' energy like solar, wind, gemherrnal:
capacity, food, prices_could be. - . * and biomass, new plants and
-stabilized, or even braughb down. facilities would develap in ath%r parts
Thirdly, whendt Comes, to housipt,.” - -| -
the, two mflatu‘:ﬁary iterps in hoysing

5

a

are 1) very h|gh interest rates (the

cost of the land would come down. .

3

N o :

of the ‘country that are not so dense!y -
‘populated and as a consequence, the -

x .
: =

Finally;"in health care, we need two -
: thmgs in addition to nationa 6 ‘he ait'
msur%ﬂce We have to have a more: .
-rational system of A th delivery to
; eliminate unnecessary dverhead |
_costs ‘and-dupligation, and we haveto - -
“launch a prograni‘in the United States
to add a whole new dlmEﬁSIDl’l to L
“heaith care in whijch. we dpn't just *
concentrate 'on |Hnes,%’ but aiso con-

centrate on wellness. We shouldn't
just give a pill to the Sg:k we-should
also-give advice to the, well.en how- to
stay well. A * 1

" If we address al) four of these . --,
|terns .we should ultnmately be in a
positioh to copé with inflation while .
at the-same time maintaining full

employment in the United States.

Som,

oy
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Productivity: America’s Industrial Crisis c

In the final analysis, the wealth of
America depends on what we pro-
duce..The total of all the goods and
Serviees that we praducé is ealléd the
therefgre very disturbing that Fgr the
first time since the Depression, the
"GNP has virtually stopped growing. In
part thns is a reflection of current
*econaomic conditions — the GNP ?l
ways grows slowly in times of slower

_economic activity. However, the cur-
" rent slow growth of the GNP is also a
reflection of a long-term trend.

Many eﬂ@namists blame this trend

Newers mare efflcne’nt rnat:hmery and

 technological advances have always
enabled American workers to produce
maore for the same amount of work.
But in recent years those advances
have comé fewer and farther in be-

-iween. As a result, the rate of growth
in productivity is only half the ievel of
two decades ago.

This decline in the rate of growth |
has reduced the ability of the U.S.
economy to generate new wealth. It

“has also made it increasingly difficult

" for American industry to compete
with more efficierit foreign compan-
ies. In 1970, foreign companies sup-
plied 15 percent of .the automobiles in
the U.S. domestic market. Today 30
percent of the autDle;LIES bought in
America aré produced abmad The
American automobile mdustry has
been forced to lay off thousands of
workers because demand for its pro-
ducts has fallen so much. Other in-
dustries such as steel, textiles and

(LL§53551CID
Y60 40

‘electronics have also found it difficult

/' to compete with foreign producers,

Reasons foy the Declining Growth

-Theye are several reasons for tHis.
First,/Americans save less of what-
they/earn than virtually any other peo«
ple In the world. This is partly
bedause 'the tax system arrd inflation
discourage saving, and partly
because America is a consymer-

tiented society. But whatever the
reasons, the low rate of savings
means that there is less money avail-
able to invest,. . -t

Second, business and industry cite
government health and safety regula-
tions as obstacles to increased pro-
ductivity because they require money
intended for new production equip-
ment to be used instead to meet
healith and safety standards.
Economists disagree shacply on the
magnitude of this effect.

~ Third, support for the basic
research which often regults m major
technological and-BroducHYIIsLr lated
breakthroughs has declir ed. ‘Rd(:m

. spent on bagic research ay not yiéld
‘results for many years. In times of
unceftainty, it is difficult for many
businessmen to justify such loeng-
term investments. '

" A fourth reason for reduced levels
of business investment has to do with
the strur:ture of large corporations in
America. An American corporation is

owned by many stpckholders, most of-

whom are investors, interested only in

’ G@MPAEA‘TNE PRODUCTIVITY. " T~ ERCT

shortterm profits. This form of cor-’
porate financing (as opposed to bank -
loans) forces corporations to continue’
to pay dividends tq its stockholders
rather than re-invested in the corpora-
tion for improving productivity. In ad-
dition, corporate managers, unlike the
owners of private companies, have a
stake in showing immediate profits
and “'Hgating 1ast year's record.” They
may be unwilling to make sacrifices
in order to plan for the future.
Possible Remedies for
Sluggish Productivity

Economists disagree on the possi-
ble remedies for improving the slug-
gish rate of growth in productivity. .
One proposed remedy is to ¢ut taxes
tc encourage savings and investment.
Many economists feel that the pre-
sent high rate of taxation discourages

‘both. However, some economists fear

that cutting taxes would increase the
inflation rate.

A second proposed rerﬁedy is to
reduce thé number of government
regulations with which businesses
must now comply. Proponents argue
that cutting government regulations
Wwould allow businesses to invest
more money into increasing their pro-
ductive capacity. Critics of this propo-
sal argue that the cost to society of
cutting government regulations would
be greater than the benefits. .For ex.
ampie, regujations such as the Clean
Air Act, which requires industry to
control the amgunt of pollutants they
emit into {he atmosphere, may save
morg money by reducing health care
requiréd to tréat thé effect c}f
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: A third proposed remedy Is to lower . . . ] o '
_Interest rates and loosen credit con- - 55?52‘;’?"””' Personal Savmgs HEEE
trols in order to encourage higher ; : : S Total Invéstment as % of GNP
levels of investment. However, this - ago,
a . sl /0
- course of action runs the risk of in- . B e ———————— T
creasing the inflation rate. ' . a ,
Two other government policies —_— — _30%
designed to improve America's in-
dustrial perfarmance are linked to, 25%
but do not diractly effect, the rate of .
prgductw:ty The first of these is 20%
government intervention in:the o
marketpliace to help ajling industries. 15%
in the case of the Chrysier Corpora- -
tion, the fedgral government guaran- - 10%
teed a loan of $3.5 billion designed to —
prevent Chrysler from going bankrupt. C
Those In favor of the loan guarantee 5%
felt it wouid prevent thousands of - '
workers from beceming ynemployed; I : i B :
those .opposed tharged that govern-- B apan ' West France Italy United Great~
- ment involvement of this kind violates > Germany , . ' States | Britain’
the principles of free enterprise and | )
encourages inefficient business prac- this kind. Opponents of tariffs and . of thern may have to be apipliéd if the
tices. Another government policy op- quotas argue tt:;?f the U.S, applies U.5. economy is to regain its forward
tion is to impose tariffs or import them to imports, other couniries will momentum. The challenge for
guotas, thertby protecting American retaliate by applying them to our ex- policymakers is to find the balance of
industry from foreign competition. ports. ' policies which will revitalize the
The American steei and auto in- All of these proposed remedies economy and head it in the direction
dustries have argued for pmtec‘gion of have their drawbacks, yet some or all we want it to go. -

Why is the rate of gmwth in prﬂductlwty SO Iaw today‘?
What pehmes shculd ‘We pursue tc enccurage hlgher praductmty‘?

By

=

GAR ALPERGVITZ rates in préﬂuctivity in rﬁar\ufacturmg businessman is “*Can | have r:cm

The most important reason we are in the 8 to 10 percent range, Our _ fidence in the future?” If so, you're
seeing a falloff in the growth of pro- growth rate has been negative in the going to run there to bé ahead of the
ductivity is that there is no reason for last year. The reason they do so well competitor. If not, you can have an
the average businessman to have : is that they produce a coherent ) awfully Big tax credit and you are not
confidence that the economy ‘will overall economic strategy and plan  ~ going to invest because you don’t :
grow’suffirsiently in the future to war- that people can count on when they want to be sittmg around with an
rant investing massively in new equip- make investment decisions. Instead emplty factory. The real key is whether
ment. What | mean is this: because of of stop-start, up-down economic i our economic policy gives us con-
our failure to deal with infiation and policies based on old-fashioned l fjdence in the future. That means
because of our old-fashioned ideas, they plan for growth that " planning to ensure that we cando
methods of creating a recession on allows businessmen to invest in new what many other countries are qugf
the theory that this will control infia- __equipment for steel, new equipment — ensure a high growth rate over ’
tion, we have had a stopigo, up-down, ~ for the auto industry, and the most t|me that you can count on enough to’
recession-inflation economy.for well advanced equiprﬁent in various other invest in new équlpment
over a decade. branches of industry. Only with that .

The only way a busmessmaﬂ can . kind of commitment and that kind of H. BREWSTER ATWATER, JR.
possibly invesf in new automated . planning for economic growth — the Inflatjon has resulted-in a major in-
equipment, high produc:tiviiy equip- ' | ‘kind that you can actuaily count on e .crease in uncertainty and a shorten-
ment — “cybernation’” or *robotics™ — will we resume our ‘growth’in pru ~ ~| ing of horizons. Most private -

— the only. way he can make those ductivity* . economiic decisions which Increase

long-term investment decisions is if- ! There's a great deal of talk today productivity—capital investment,

he Mas confidence in future economic about giving businessmen tax credits research and development spending
- growth.But that requires that we plan to spur investmeént in new equipment. ¢ and saving—involve a long- -term pay

our economy for high growth. The .| :But a tax credit doesn’t mean much. off A climate of economic uncertain-
- Japanese -have been having growth The big questufm if you're a r\ ty involving high inflation does not

. . ’ 3.:7__ 9
o o
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- favor. these kinds of decisions,
" Therefore, the most. signlfh‘::ant step
in achieving productivity gains comes
right back to controlling inflation.
.= "It is also true that our present tax’
“-structure penalizes investment and
savings and should be changed. And
<t is regrettable to see the extent to
which R and D spending has been
forced to shift into activities aimed at
achieving compliance with new
government regulations. .

CONGRESSMAN BILL FRENZEL

The decline of American productiv-
ity is the result of a complex com-
Bination of many factors. The most
obvious factor is insufficient savings
and investment in our economy. .
Another is excessive QGVEFnFﬁEE\t ’ .
regulation. A third is that our govern-
ment favors limping, non-competitive
companies with loans, subsidies and
protectionism, instead of providing in-
centives for the growing, highly com-
petitive companies which will furnish
the jobs of tomorrow. ’

The .quickest, most effective spdr to
perQEtiVit'y wcuid be a tax Iaw that

WE ﬁEEd SEEE|EI’§IEd dEDFECIatIOT’I
allowances, more intentives for per-
sonal savings, decreased capital
gains taxes, research and develop-
ment tax credits and other capital for-
mation proposals.

SENATOR CARL LEVIN

Productivity improvements are the
key to a vigorous economy. Rising
groductivity allows us toé produce
more with less and thus reduce infla-

tion even in the face of limited -

resources. Productivity declines result
from a variety of factors. Two major
problems are regulatory burdens,
whn:h agd to the cost of production,
and insutficient savings and in-
vestments, which hinder productivity
improvements, .

In regard to the burden of regula-
tion, the challenge for government is
to weigh the social benefits and
economic costs of regulations. In .
regard 'to' insufficient savings and in-
vestments, the tax code can be used
to encourage higher levels. Ac-
celerated depreciation allowances
will assist businesses to invest in

" new and efficient property.

Other policies will also help spur
productivity. Greater incentives for
research and development will help

promote.technological advances
which provide, less tostly and ‘more
efficient methods of production.-
Agressive marketing of U.S. goods
overseas will stimulate domestic pro-
duction and help imprave productivi-
ty. Worker incentives will also im-
prove productivity. Employee Stock
Ownership Plans (ESOP) offer workers
a stake in a business through the
direct or indirect purchase of com-
pany stock. ESOPs have been im-
pressive in improving productivity and
should be encouraged. )

GUS TYLER
-, Most of the talk about productivity

is pure mythology. First,the U.5. has

the highest productivity and has the
greatest output per person of any
country in the world. If we were at -
100, Canada would be.next in the 8Os,

followed by France.

Second, the downturn in the growth
rate is universal. It is happenng
throughout the world. The reason our
growth rate appears smaller is that
we began with a larger base. For in-
stance, when we were: 100, Japan was
25 percent of our productivity. We
then went up by 3 percent per year.
Japan may have been going up by 9
percent, but it was net growing a%
fast as we were. Grawth rates as a
mlsleadmg

Third, areas where you have your
greatest growth in productivity are in

manifacture. At-the present time, the
U.S. is primdrily a sérvice economy —
60 percent of thedabor force is in ser:
vice industries. In service industries,
yau da nt:t have any rapid grawth

wbole nature Df the service eccmc:my :
Because our economy is becoming in-
creasingly a service economy, our
growth rate is not high. If you.took
manufacturing alone, our growth rate
-of productivity would be higher.

, Fourth, productivity is directly s
related to recessions. There have .
been only three periods Between 1927
and the present in which we have had

' negati’ve grDWth rsfés 'Cmé was iﬁ“thé'

anather was in 1945 the flrst majgr
recession after the Second World .
War: and the other was in 1974-75, the .
largest fEEESSiGﬁ we have had During
restrlc:t grmwth on the f.jaIse thE that
this would somehow check inflation.
That policy reduced productivity. If we
pursue a policy of full employment
and full growth jn the U.S., productivi-
ty will go up. ‘
Finally, to increase produclivity,
people must have the funds to invest
in research and development of in-
novative new methods of production.
The policy of high inlerest rates that
has been foliowed since the 1970's
dlscgurages mvestrﬂem and innova-

it chﬁu:ull to obtain funds m mvest,

-
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Unempl ymeni in Amenca' Causes and Effects

3

* R

. T ™

- Because it directly affects only a ,
percentage of the working force, the
problem of Righ unemployment is
often less visible than.the problems:

. of high inflation and industrial
decline.-Unless you are uneémployed
yourself, unempldyment only touches
you indirectly. For this reason, unem- .
ployment is usually discussed in
terms of the unemployment ra%the
percentage of able-bodied Americans
who cannot find work. Some percent-
age of unemplnyment is usually
_looked upon as a given, but when it
reaches ? or E pEfCEﬁt the Ievels we
unemplayment bgcames more trouble-

some.s '

Total urxempigy%ent can be broken, -

into a number of categories. One sim-
ple way to divide unemployment is in-
to structural unemployment and )
cyclical unemployment. Some other
categories used when talking about

. unemployment are frictional unem- |
ployment, area unemployment and /
.sectoral unemployment — all includ-
ed here in structural .unempioyment.
Structural Unemployment

Structual unemployment is the level

of unemployment which will persist
even when the economy is operating -
at full capatity. It is called "'struc-

~ UNEMPLOYMENT "

9 percent

0 71 72 73 74 75 76 77 78 78 80

tural” because it is built into the - -
structuré of the economy. The rate of
SDI‘T\EHI‘T]ES I'EfEI’EEd to as the underly
ing rate-of unemplayrnent: i
One kind of structural unemploy-
-ment is frictional -unemployment. Fric-
tional unemployment resuits-from the
constant hovement of people from™

R

one'job tg another, Because;there are -

always people in transition, the

ﬁmemﬁlcyrﬁeﬁt rate can never be zéro

percent. Economists agree that the -
Ievel nf frlctmﬁal unemplaymem is
dusagree on haw h:gh that level is.

A more serjous kind of structural
Tunemplaymem is unemplayment :
workers' mb skllls and avallatﬂe jobs:
The poople most affected by this kind
of unemployment are unskilled and
inexperienced workers because there
are fewer jobs forthem in the U.5:
‘economy. As a result, certain socio-
economic groups are harder hit.

- Blacks are more’likely to be
unemployed than whites, females
more likefy than males, young people
more likely than adults. The problem -
is particularly acute among black
teenagers. Some estimates are that
unemployment may be as high as 50
percent for black teehagers in certain
areas. .

A third kind c:if stru:tural unemplay
ment is caused by the decline of cer-
“tain industries. Many workers In tex-

’

tiles, electronics and other fields have’

lost their jobs befause those in-
dustries have been on th%decllaa in
America.

These typas of structural unemploy-
ment together farm an underlying rate
of unemployrient. In the last twenty
years there has been a rise in the
underlying unemployment rafe. Until
recentiy, 4 percent was considered
the underlying rate of unemployment "
in the American ecogomy. However, .,
there is ﬁDWaEV!dEﬁCE that the Ievel
may be: f;Qnsiderably higher.-The
government now uses 4.9 percent as
its figlre; rmany economists use 5.5 or
6 péréent. .

Several reasons have been clted as
‘the cause for the increased level of

stfuctural unemployment in the-

~~Affierican-economy. Oné-is the influx -

AN

into’ the marketplace at a time wihen
the economy has been growing less
rapidly than it did in previous years.
The number-of jobs has not kept pace
,wnIh the number of potential workers. -
Anuther reason-cited by some
echDmlsts is the minimum wage.
_Thaytlalm that by requlrmg
skllled warkera a mmlrnum wage,
government legislation has reduued
the incentive to hire those peuple ‘R
third reascm ‘cited by some .
economists is the level of welfare. ar’id
unemployment benefits ndw paid by
" the.government. These economists
claim that the current levels provide
little incentive for recipients to look
for work.,
Cyclical Unemgloyment
The kind of unemplayment masf
often in the news’today ig cyclical
unemployment—sometimes also re-
ferred to as recessionary unemploy-
ment. Auto wérkers out of work in
Detroit and*steelworkers -out of work
. in Pittsburgh are part of cyclical
unemployment. They are out of work
at least parily because the econcmy
is in a cycle of slower activity,_a
recession. .During a recession, de-
mand for the products.of mﬂusiry and
business drops. Businesses need
fewer workers to meet the demand
and workers are laid off. The jump

from 6 percent to 8 percent unemploy-

‘ment in the first half of 1980 was .+~
largely a reflection of the current
slowdown.

A recession is, in part a natural
.phenomenon. Left to itself, business
tends to4dllow a cyé¢lical pattern in
which periods of rapid- and slow ac-

tivity alternate. These eycles could
get out of hand and be dangerous. .
Government policy tries to smooth
out the cycles, but this too can be
risky. By stimulating the economy
when it is lagging, the government
risks fueling inflation, By restraining
the economy when it is growing too "
fasi, the g@vernmentflsks causing a
severe recession, (If severe enough it
is called a dapresslon ) Msny

tions intEﬁdad to slow the rate Gf in-

*} . flation, particularly high inferest

__rates, for the severity of the current.
\ ) \

b
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recession and thlus the high level of

_unemployment.  s3  e- ‘

' Possible Remedigs for Unemployment -

" Two basic types of government

pnlu:yﬁare used to cémbat uﬁerﬁplay—
ment: The first is monetary policy  ~

‘which attempts to stimulate the
economy into performing at fyll
capacity. This policy is targeted at

' byelieal unemplayment The second is
government palncy intended to changé

the structure of the economy to

“alleviate structural unemployrient.
This policy is oftén aimed at the
structure of the labor market, usually
by providing jab t_;alnlng tcrunsk;:l‘led

‘workers. Programs such as CETA (thé
Cumprehenswe Employment and
Training Act) provideé®training to the
tzaditionally unskilled in an attempt
to ailé'viate‘ structural unemployment.

, Combating unemployment usually -
involves some costs either in terms of
money for job training programs such
as CETA or.in terms of increased in-
{lation rates which result from &

. polities designed to stimulate thé
economy. As a result, rather than at-
tempt to eliminate unémployment,
government policy aims to reduce
unemployment to an "accéptable
level.” The current gnvernment defini-
tion, embodied in the Humphrey-
Hawkins Full Employment Act, =
defines 4 percent as an acceptable .
level.

-

% Unemployed . 5%

Defining-what level is acceptable
can be awery difficult task. ln part, it
depends upon what one percewes the
level of structural unemploymeént to
be. lf one believes that 4 percent.is
: the uﬁderlylng rafe of unemplcjme‘ht

0%

' accaptable Ievel. If 6ne-believes that
thé underlying rate of unemplayment

‘seern to be an IITIPGSSIDIE fnggre tD

reach without incurring enormous-

cosis.

Hawevar in GDHEidEFIﬁQ tha costs

level of unemplay?'nent the q:t:ists of

S

15%

UNEMPLOYMENT BY GROUPS

crime. Balancing these costs and

(July, 1980)

20%  25%° 30%  35% 40%

High unefnployment is a dram on |
society, nof only because the govern- |
ment must pay out rmore money in .
unemployment beneflts, food stamps,
etc., but also because society does i
riot have thesbenefit of all the work
that could be dore if mére people
were employed. Furthermore,
unemployment has hidden costg’in’ = | .
the form of low morale and-high ’
frustration levels. This often™
translates into increased levels.of

making a policy daclsmn Jis~a very dif-
ficult task.

o, _,‘

GAR ALPEROVITZ
We have a high, rate of uqe pl y-
ment because we have beer Anag-
ing our economy sb as to create
unemployment. \QLE have besen
operating on the old-fashioned theory
that running a slow economy will .
reduce inflation. The problem is that
-the new kind of inflation'— think of
gnergy prices and food prices — does-
'not yield to a planried slowdown like
the current recession, We simpl’y get
unempleyment and more recession.
. If.we want to get out.of this bind,
‘we're going to have.te have a strong
measure of direct control ovet {nfla-
“tion: In most. of the first two decades.
of the post-war periad, other in-
dustrialized countries of tHe world
ywere running unemplnyment rates™in

*

the area of 2 percent’-@urs—was in the
4 to 5 percent range. The Japanese
and Austrians have beern running 2 to
3 percent unemployment, We are now
_ inthe 7 to 8 percent range, The ex-
amplés of other countries show that

if we want to plan our economy for .
full employment, for jobs for everyone '
|- and for a great ‘deal more output,we
* can do it. But It requires us to aban-

don the old-fashiondd idea that a
recessnon somehow significantly
hélps solve mflatlon. If we dotthat,

then we can begin to bujld. haus‘ng,
rallroadsi madss {ransit vehitles and
solar equipment, and’begin to rebuild
our highways, hospitals and schodls.
All’ Qf these things would put people
to work on things which need tq -be -

dnne ThEya:nuld ba part of a

£

. H. BREWSTER ATWATER, JR.

- .are only unemployéd-for a short

" “the long-term, involuntarily .

"package of ‘planned job creation for

) ths key sectars l:gy dire;t rrieasures.

B

full arnpiayment canslstém with a

Many unemployed people have
voluntarily withdrawn from the labor:
force to seek another job. $till others ;ﬁ i

period of time and are well cushioned
by various government Erogrgms ‘This |
_means that our focué should be'on . -

unemmployed. It is appropriate for-
government tof,provlde various pro-
’grsms for such Indlvlduals to Irnprﬁvé

of lob resdlness, and to assist them o
In ﬂndlng good jobs

1

Q
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; h'ealtrhy, growiﬁg economy. There-ls -
verg' ttle evidence ihat gﬁvernment

R fucused narrawrly on chéngmg the
s rate of unamplaymant have been suc:

e
rate is only a crude indlcatign of L
.labor market conditions: Government

pollélés should focus on the 3pecific:
“demonistrated needs of the long-term. -
uqemployed —not the aggregate
unemplayment rate

CDNGEESSMAN BILL FHENEEL :
Our’ unemjlaym&ﬁt pmblem is the -
- Fesult of a cambmatncm of forces. We .
: have recessmnsry unemployment, ’

structufar unémplgyment sectoral

- ment. _4
- To-return rec
peaple to.work:
. growing econor
. needed 1o sSpur;oure ﬂnomy and to
. tlmulate capltsl farma‘tmn f@r c:raa-
tu:m of new jobs. L
"To cambat structural unemplay—
" ment, we need better training pro-:
- grams to-provide skills to the un- -
“ skilled, relocation programs, and tax
.incentives for employers to create *
JDDS in areas'such as DUF Eastern

res. a healthy and

Q
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sl 'n,unemplﬂyed_:w.;

Uﬁemplayment and area unemploy- & -

"‘tnes where fe

At present one ‘of our great con:. :

who have not. produced energy effi-
1. cient carsfnr,their emplayegs who
. have not cared much ahout product -
~quality and whose wages are clearly
out of line with demestic énd world - -~
salary- levels. e

-Four percent unemplayment is

‘often cited as-an acceptable level of

unemployment. As long as any person
wants to work and.can’t,.any. amount

‘of unemplaymem is a cause for-con- -

cern. But in a mobile saz,ety in whiéh

z_;,peaple ‘easily.-move in and out of their . .-

b-market, 5.10 6 pércem isa .-

j-freasonable target. The c.urrent Tate’ of - |
8 percent is far too hlgh

) SENATDR CARL-LEVIN

Unemplcyment arises:for a vanety e

Df reasons. Foreign competition may

" displace domesti¢ manufacturing:

. Management decisions may fail to an-

" ticipate changing markets and con-.
‘sumer buying habits. Te:hnglagu:al

'ng"apportunmes ex- !

- sty It would also_help if we did not -~ -
" _have an ‘unrealistic minimum wage

| - which'denies unsKilled.workers- the

| - entry level jobs they nead :

advance.s in cme fleld may’ rnake an. :

“industrial process: mbsalete and un-' o

compemlge 5 .
'D‘Fremploymem ls s r;omplex proa S

from one. job 1o nmher Strustual -
) unemplayment exists becaﬂse there
~ are people who lack necesssry job "
_skills. And regional unemplnym’nt .
prevalls in areas hard hit by ‘dwin Ilng
-industrial bases and plant clnsmgs
- Thee federal response should be .

B . Sensmve to the different kinds:of
Y I unemployment Public -works pro-

grams are useful to keep peaple wark=
should be structured tn teach Iasting
job skills for. the private sector, Job~ -
_retraining programs‘are useful where o
- regional unemployment exists. And ..
. .tax ¢hanges which_encourage expc)rt .
. promation, and’'economic expansmn
“in the private sector will help lower . .
) unemplayment as we’ll EE

[}

"GUSTYLER T
The high'rate of unemplayment was’
‘manufactured in Washington, D.C. It
‘was started when President Nixon . ..
decided that the way to.cope with in- -
. flation was to cool the economy. The
phrase *cool the econumy" means ta .
- slow down the wheels of commerce ..
and industry. In-plain language, it-
means te' manufacture unemploy- :
" ment. Nixon manufactured unemploy-
ment on the ‘theery that if. unemplay— ’

© ment went up, prices would stabllrze

~ That: policy was continued’ by Ford,

] sly enough, also. cgntmued
" by Cartér. So through the 1970's, -
unemplayment was manufactured by
restricting the maney supply, phfnarl-
Iy through high interest rates.

There's absolutely no reason why
tHere should be any unemployment in
the U.8. at the present time. There's
plenty ‘of work to be done. Ifwe .
turned to alternate forms of shergy”

: praductu:ﬁ we would need labor Ia ‘
put up the plant facilities and*then, tc -
maintain them. If we expanded our'®
food supply, if we began to expanr_j
‘eur housing.stock which we nead.
-very, very badiy, there wouldbe ab-".
solutely no unemployment inthis
country at all.:Unemployment was ar-
-tificially created in Washington, D. C.;
because they were living-with a wild -

~_theory that unemploymient would cure -
inflation, Actually, uhemployment and -

" high mterest rates hava caused mfla—

' -tion.. e




An average Amerl
set made. m Japan wear

: ft:ﬂ:)d find their ‘way to \nrtually every
country in the world. Today, the .-
economies of the world’s nations " '
h§ve become so interconnected that -
in reality they are. all part ofa glabal '
- economy. : . .
Industriallzed Cgumrias

,Smce World War [l the mdustnaF

_ized countries of Europe and North

Amenca as well as Japan have.

. Amenq:a,lqwers the demand for cars. .
made in Germany and Japan and may "

- trigger their economies into’ reces-

sion, : -
tgmmmdmes such as toregn msde
stael autcpmab:les texhles and ap;

fcr prote:tlve quatas or tarlffs (taxes
on imported gaads) which would
make these foreign products less -
competmve in‘America. However, ™.
quotas and tariffs have been opposed,
‘by those who fear retaliation by the
nations with whom America trades, If
.theé U.8. were to place a quota or
tariff on Japanese cars,Japan- mlght

‘do the same toUus. exparts Entenng
“Japan. . -
The Oil Expaﬂers

Few things have brought the reallty
‘of interdependence more forceably to
mmd than the energy crisis. Today,
Iy are the mdustnallzéd nations

i pendem upon each other

dent upon oil |mparted frorﬁ develo;:
.ing nations. This trend went largely

unnotu:ed untlll 1973, when the ml prd- -

an'may watch a-

]

duclng natnans mozt af .whom belang
%o the Drgamzatnan of Petroleum Ex<:
partmg Countries (QPEQ), raised’ thenr

- prices Yo alarming levels. This oil. = [
“. |7 and Seuth /

price increase caused a transforma:’
““tion of the world ecanomn: and -

political alignment. Wealth is shlftlng'

from mdustnahzed nations to those

" developing: ‘nations which are 6il pro- .

‘ducers. In 1973, the assets of the
OPEC nations totalled $7 billion. By
1980, their assets ‘had grown to $343°
billion. . B .

.'some: develaplng co u tnes |nto the :
r’na’nstream of the wcﬂd ecom:rny,

cother develcplng «:Duntnes far ‘behind.

Thesée non-oil producing nations, with ,

their comparatively small national”
_wealths, find it increasingly difficult

to pay the rising oil costs..For exam- o '

_ple; it is much more difficult for - -
-.India
“of oil than'it is for the U.S. eéonomy.

'Most developing.€ountries survive
because they prg
the mdustnal Fg”tl@ﬁs Jamalca pro-

___§ % of total U.S. Expnrts
" M % of total U.S. Imports

's economy.to afford, 100 barréls '

ldE raw materials. to‘; N

-material from-which aluminum is-
- made. Zambia and Zaire produce
*Iarge arnoums of. cappé

amaunts Df ;hramnurp: 1

.- bauxite and vmually all.of I%f"
-. chromium, Western Europe 3d J
import over 90 percent of their cap=
per.. Howaever, the countries which
" produce them, unhl-ca the proﬂucers af
“oil, have been unab
| tive cartels to capi allze on tha:r rm-
r-paﬁ:ant natural

~. rhade tosthem by “the- World Bank and

_Loans from these institutions go to
" .developing nations
projects and hielp
-|3 7 with their.balanc
“. ‘blems. In racent’ years
of the burden of high eflergy costs,
the debt level of developing countries
has risen tremendausly By tha end of

these countries. -
af,payment pro-. .

duces Iarge amaunts af bauxlte, the

ns for de\relopment' ..

artly because |

~ the: Ll 5. |mpcrts over QD ﬁercent of |ts

_the International Monetary Fund.. ~ +
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: ‘ternatibnal banks $350. Qillion
The Future .. .- -
"~ “For'the US., the changmg world
. economic sntuatnon has many- |ranu;a=
tions for the future, ifu.s. consump-
" tion &f patural resources c
" grow, the U.S; will. likely be:ome in-

supphes This will make grfoﬂ relga-

’ more lmportant than:-they are today.
‘Given the economic dis;ranty of.

these ccuntnés good. relatn:ms may
. . y

1980, Third World rations will owe e~

] pe
tinues h: - Samé Amér’ica
‘creasingly dependent upon lmparted L

tIOTIS with producmg nations even . -
‘_srfnaller U.s: EEOI‘lOITIIC: poln:y must

“wealth bétween the U, S, and some i:f :

rs, 'thlfs, WIlI meaﬁ
fr m‘foragn pmducers

to pfosper

and, as'a_

issues-of pr ,,te tnve quotas and : 2,
“tariffs. A's the world grows flguratlvely

(blllu:iﬁs of ﬂallars)

e

mean fer the Umted States'?

. GAH ALPERDV TZ , . .
- One.of the mast |mportant thmgs
" to noticé is that every other-advanced-
- gountry is now moving towards more
: goherent pubhc and private planning.’

Japanese steel industry have been -
beating us- to.the punch, time and-
time again, because they are part of a
. éoordinated public-private plan-to en-
courage high productivity and high
growth. Unless we develop a more .
-coherent sense of direction and plan-
“'ning which uses our capital.and other’
resources in the most efficient way,
_'we're going to.find ourselves going -
_ backward ‘as other countnes go fcr—
.ward.:_ B
“ We are also going to see more pro-
tectionism, whether we like'it or not.
~ That’s what's happening arourid the
world And if s hapﬁe lng becauga af

The Japanese auto-industry and the .

aur fallure to produce the hngh grcwth .

- éconamy that: wguld QIVE more jobs
slow growth any fam:ly, any com-
munity, any industry that is threaten-
ed by |mport5 will |nevnt5bly scream
out for help and pratecncn The only
--realistic: optlon is to run & high-
performance econemy, so that peaple '
who lose jobs’'in an import mdustry

have other decent jobs to go to.

-+ In:regard to Third World countries;
we ought to take’ a more re*mns:ble

' posmon by lmpmving our purchases

pDrtant thmg, in my view, ps

.- trade—not-aid. Buf that means we've

got to get our own hduse together
and run grcwth econamy'or \NE
also thmk we r;éﬁ”ﬁelp by gmng I::mg-
- term ioans, preferable ;hroggh multi-

~- Bank, to allow them to develop more - E
,This in tGrn WI|| help our ex-- .

.natlonal msrt'ltu'trmrns hke the World

H. EREWSTEEATWATE’R. JR. -

. Capital will generally go where it o
gets treated best. One result-has

“‘been a’lot of transnational.invest--,
ment. U.S. companies compete in
foreign markets, as do foraigh com-

‘panies in our markets. Public policies

suppdrting free movement of goods
. and capital'are ultvmatel!y baneficlal

" for U.S. consumers. and workers -

‘despite specific instances where pro- -

blems occur. Competitive, efficient
‘American industries wiil grow and.
. prosper, generating more jobs-and -
wealth for. America, and our con-
sumers will-be able to buy prgducts

" that are competitivsly priced. .
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0 NERESSMAN BILL FRENEEL '
cccnomy ig thc growmg 1n- N

‘terdependence of all national

= dconomies—industrial n iDﬁS and
Lesc dcveloced nations: A few coun-— -
tr(cs like the U.5 have sufficient . ..:
na‘fural and tcchﬁcioglcal rcscurces
tc survive alorie. But even the U.S
nccds large cﬁcrgy and mctals lrﬁ-
ccrts to maintain its sccunty and E

- standard of living, and its consumc L
dernaﬂd other foreign goods;, like cars
am:l electronics, when they are bettér

. |n pncc cnd quahty thaﬁ gocds -

evclopcd natrons, thc Th‘ird Wcrld

“are dcmanclmg a.greater share of the."

1. world's cccncmic pie. The in- .

§ dustnaliced wcrld plagucd by cncrgy-» o
malntaln and |mprovc ltS standan‘j of

’ vmg Tcday we havc an cnwronmcﬁt

ces in wcalth rcccurccc or Invmg
standardc are explosive. The oppor:

a tunity is that major trading penods in
the world’s history have caused the .~

’ ,ccnrcitlonrof all people in-all countries

--to.improve. ‘Intefdependenice.is not

-as comfortable as seif- -sufficiency,

but with_careful management. and’

better timcs for all pcoplc

SENATDR CARL LEVIN ‘c;

stakc in impre g thc lot'of ali” coun-

_tries. The cxchangc of products and -

resources-should improve the stan-

: f-living for all countries, While.

thc U.S: enjoys a high standard of liv-

ing'and a certain degree of self-

sufﬁclcﬁcy, we are still dependent on

foreign products and resources. Third

. World countries also offer new .-

) mari{cts for dcmcstically prcduccd
gccd?f s

DOITIESIIG economies arc cftcn

rewarded by the presence of-lower.
priced foreign goods. But the reverse

; can.be equally true. Domestic = .
‘economies can suffer extréme turmoil: =
if foreign products are unfairly sub-

_ sidized and thus able to undersell’
dcmcctnc products. The social reper- -

. cussions can be dcvastating to
‘workers and their. families.-

. However, while some industries - .| .

' somc accomcdaticn, it can lead tc ’

= = - - —

’ necd tcrnpcrary prctccticn, excessiva
prctcctlcn will cause more harm’ than ;

gccd in the Ioﬁg Tun, Gonsurﬁcrc wi

”be denied the variety and quality cf
" imported goods: Rather than erect_
" pfolonged tradg barriers, repercus- -
|." sions of which can extend Bey 'cncl
S thc fedcral

tljade relat’

pctltwc agcm Such -a rcspcnsc cculd
mcludc tcmpofaﬁy irnpcrt rcstralnts

GUS EI
The tcrrn mtcrdcccndcncc is

misleading wtlcqapplicmtcihEThrrd- e

Scccnd Wcrld War thc Thlrd Wcrld
_countries. havc become more depen-
dent than thcy{lavc ever been in all -
‘~of-their history~They:have bcccme

‘more dependent.on the West bccausc
they-have been livigg with afafse .
hOpE‘fhat rapid: mﬂustnahzatucn T
" would enable tHém to be wcalthy and
1o ctand on thcuicwrl feet. What has .
happcncd as aﬁcﬁscqucncc of that.
pohcy is that they.are dcpcﬂdcnt on

“the Wcst fOi‘ m%rkcts they are dcpen- S

“dent on the Wesdl for capital, and they:
-are dependent’ c%i the West for fccd |
don't kncw hcw ycu can bccc g

truc |ntcrdepcﬁdcﬁcc
“However;: they do’ havc a capacity
for Indcpcndencc The capacity for
E dcpcndcnce is their own soil: ThEIF :
people are 80 to 85 percent rural, yet ¢ -
“they have neglected agriculture. in T
- the past, these Third World' ccuntnes L
were exporters of grain, Now-they are:: :
|rnccrtcrs of grain. That has made ° '
".them even more decenﬁcﬁt on fhe: ~ - |
- West. If-thay were now to turn arcund -
“ their policies .and develop their own . L
facillticc, their own resources, if thcy"i
~were to wcrk thcir oown land, thcy h

_greater |ndcpcndcncc thcn wc coulc_i .
" have true interdependence and not .
thc prcscnt circumstance which is

s’ nct atalla good examplc of. thc
problcm The basic.problem appcars
in Ilg_ manufacturmg—in apparcl

S |c ‘art island: of frcc tradc ina prc- -
“tectionist world. The result is that
several million jobs have been lost in

the US. in ||ght mcnufccturc

T - . -
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Frée Entérpﬂse nits purest; or_‘
.means.allowin _business to operate
- without governnient. |nterferenc'e ore.
regulstlon ‘In a pure_free enterprise
system the gnvernmem would pro-
‘vide only basic neces sities such &
: national defense which cannnt be’
supplned by.private énterprise .»Undar
"sucha system the forces of supply )
(the amount of goods and se semces

pnce Iavel) and derna,

: of goods and semces whu:h W||| be. ) "
purchased at a given price level) -
determlné what;ns produced’and how @

'm reality goverﬁmant and

: prls ,

pnvaté business are. greatly éﬁtwméd" ;

" Over the past 80'years, the American -
. economy has moved from & rélatively- -
free enterpnse gconomy. to what:is Tar

called a mixed economy. Rather than

-a system in which- dEElSIDhS are.
“'made purely by the-interac
ply and demand, a mixed -conomy is

-a system in which. governmént rnal-ces= :

some of the. decisions. - *: :

. One measure of. government i
volvement in.aft economy .is theU
.amount of government. spendlng
-'relative to the totdl amount of:
economic acfivity. In the Llhlted
States total federal state and

years fe,eral govemment spendnng
has growh ftﬂrﬁ 2.41to0 TSB percent of
: thé GNP a -
" While thig \pen‘;entage rnay seem
hlgh it is not all that high compared '
to'the percent of GNP-that the
- \gavernment takes in other i :
- dustnahzed Gnuntnes By th :
 measure only. Japan has a freer. ‘free .
eﬁteranE economy. In West Ger-
many, Great Britain, France and other.
- European countries, the gavernmeﬁt
" share 6f the GNP is higher than it is .
in‘the United States.. |
‘Gavarnmeni Regulations N
. .In-the United States today, the
“federal government is involved in.
many areas of the economy through *
- "laws and regulations. which affect’ the
"V.T;EStIVItIES of industry. Many. assume .

" regulation ($100 billion) is passed
= dnre:tly to ‘donsumers |n the form of

,%,4% ° »'Un?ted Statas . ‘ L

that mdustry oppases all regulatmn

and that they are in direct eonflict..
- with the more than 50 ragulatt:ry
_agencies which ragulate them
Howaver more reallstlcallyi
Yavors some
'ng others. When regula 1
“airline,. truckmg and raijlroad’in-"_- -
dustries:-was eliminated hraugh e

|ndu.$try

;leglslat1on -thasa mdusmes opposer:kf

/not en whether there shculd brﬁ ou
not bé regulation, but on"what kind of
requlation, and how much at w‘ﬁat i

*'cost to-whom. s qulations

t-
ﬁEF s thE beneflt to scn:iety wérth
the cost to industry? In*1980, acc
dmg to some esrsrﬁates Eusmess :
Spent over $1DD billion to comply wnth

regulations whllaapposa f

--ggvernment regulatioﬁs Ninety per-" - -

.cent of that total'was &pent‘to comp:- .
ly with.regulations made by the En-

wrcnmental Protection Agency (EPA),

- the Occupational Safety and Health
" Administration, (QSHA) and the Con:
sumer Product Safety Cammlssmn
(CPSG) o :

‘Most of the wnrnednate cast of this

hlgher pnces Hewever, businesses

. argue. that they also. absgrb some’of _

the cost becduse they are forced to
SpEnd money that wauld have gcme

822%

- Great Eritam 8

QQQCQ '
— F

Py

* To protect ‘them from forgign c cor

|- Higher tariffs (laxes on-imported.

gcvernment régu!atlons Propansﬁts .

*-of regulations argue, however, that.

- clean air, reduced death-and injury in- REE

the. warkplacé safé?’ cons

While-some |ﬁdustnes berate X
ovérnment for its-involvement in - -
ferpnse other industries specifical- -
5K for government assigfance. In"
particular, ailing basic' i stries .
ch as automcbﬂe and’ steel have -
yught government |ntEWent|§” The;r
" requests have taken two forms: pfo-— =

tection frem foreign-competition and

_loan.guarantees to enablé them to al}

“ tain loans. they need to-survive., ..

pemlon thé Américan. steel and -
“automobile industriés have éemandeﬂ
- government pratectnon from for ’gn
_compeljtion in the form of tariffs .
‘andlor qugtas on imported goods.

.goods) would make lmpgrted gaods ]
more expenslve and therefgre Iess at- s

HC)W EIG A SLICESHOU LD GDVEHMMENT 'TAKE‘?
‘ , ) Tata! Gavemment Spendmg asa Perceniage of GNP
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. frée‘emerpnse -
. 'i"dOﬁ t kﬁDW' anybody who

dreds of- thausands z:f; N camﬁ:’lgni;

. ty economic health; small'industries - -

..and small. busméssmen who 5upply
* the Ghrysler industries. .
Whéther we Ilke it or. nf:rt we ara in

m‘lportant
of .

tlon is growmg I think |t
to recognize-this-reality.’ lnstead
" the irrational form of interventio
. ‘we're geeing, ‘we, should institute a-
7 moré efflclent more. h|ghly focusad

1 tmn if we sat dcwrn and added up
umber ‘of railroad cars'and .
‘and mass transit’ vehn:les that
asa society are going to need ior
publlr:: transit systems over the next. .
ten years. Then we could say 9
!Chrysler somethmg like: “If .you I
* convert:your facilities, we will gwa e
.youa contract to build raﬂroad; bus’
. and miass transit, wﬁich we are gomg

- We see tha maj

‘interven- «

govemmem Dut

the reéhty is movmg in the. gther -

dlrectmn in this eountry and other
- gountries. The real questlon is, wull

we be able to do it mtelllgently and

' ratlaﬁaﬁy, rather than sit back and ?_-f !
. sloganeer- at each-other-about a,snua»ﬂ, -

tlon that s prétty much decldéd"? .

- Qvernmem will- commue tt: bé the
pléce where many societal eonflicts -
_mvc\lvmg our economic system are

" .aired and dealt with. An example of
this is the trade.off betwaen our need-

for industrial growth argﬂf new energy
.and its onmental consequences.
Goverﬁme, 5 ju ,gménts may changei

development or that Dtger forms of

regulation-should be.modified. But " .| _
) deregulste to let the free marﬁet dc v

government wul remain the ultimate

: 'arbiter of the’ trade—offs

the elghties is the substitution of
bureaucratic juggmént;for_the market- |

[ b

*_actiéﬁéa

- intervention in the market Ecéni‘gy\is
.- wasteful, Injurious_ andjgsﬁilain \

“the public now understands that _
‘- regulation and other forms of govern
" -ment intervention lnvolve ‘real costs -
1tosthe eéom:rny, often myi‘s;ble at- .
first, that rhust-be carefully. we:ghed

,,already ha\ge more govemt’ngﬁt than . -
..we want, and that governmént regula- =~
_tion is excessive, .a drain of perhaps. .

polltlcal partles and all candléa‘tes

. more unfettered economy seems over“"

roduce 180
Bt. This kind of govarnmant o

ideal mar

wron = ded
At a mi mum, | am hapeful that

against a realistic assessmem of ex- ’

" pected beneflts )

i '-C:QNGRESSMAN BILL FRENZEL

- Forthe: next\decade. itis mevntablé 7

.that the -FBIE of .government inour :.. .
relatlvely fri & economic: system rm.lst L

decline. Buti ‘_equaHy mevnable .
that it will decline slowly "ami UﬁEVEﬁ- )

laf

Mosf Amencans belleve that we

$150 billion on our economy. Both

its own thing. The concensus for a

=

whelming.
But in the same way it is am-
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ce in the n‘iarketplace For
ever‘y Edmpany screaming for less.
regulation, there are several busily 3

* trying to build regulatory fences " - -
" around their markets or their in- -

- dustries. .- ’

n pe ple stnll distmst ’
| n ontinue to Ioak
to Washlng,on for pfOtEGtIDﬁ ‘They
fear for-thaif own haalth and safety; -
- and they COR inue to maintain a high

Economu: devela' ment whlle a

" _than.human safety and-health.-Such

- posed by non- elected bureégcrats

: sunset: legislation, which would re-
é review of programs at- regular in-
nd. paperwcrk reductn:n

i measures include the legislative veto, -
¥ which would allow elected o’ﬁ'clals in

* .reasonable regulatlons in areas’other °

" and live in_certain neighborhoods: " -
® That is more gaverﬁment intervention. "

" the nghtsafmmantlesta 'hald ngs :

The peopla who say they want les: '
government want it where gavemment
_is telling them that they have to'do ~ ."
thlngs they don't-want to do. They .
“-think, *l would like ‘to make:a lot of
- money -and pay no taxés. | ask for _

E .

L_Fé‘el‘bf concern for a better environ-
‘_ment. Perhaps nothing will do more
“."for-America: than. getting’ the govern-

ince each little piece in the
regulatcry puzzie has its own consti-.
“tuency, the reduction of federal in- .
terf‘ ence will be a sanes of hard- -

péopléwa" expact pratectmns they :
_have traditiorially sought from governx

~ment. Health and safety- standards - - -

~will.-remain a vntal concern. The

chalienge of redevelopmg regional
economies will require a, cooperative
59mt between the publnz and prwate

. sectors.
., The economic challengé of the ED'
“will call on the federal government to
‘enact measures that promote -

ent off the backs of thepgcpiéi But

tﬁe tax code to em:gurage

qally, the fe eral gavernment

!

img export markets

_,;,GUS TY.LER L :
The g&vernment is deep |ntc: the
Atecnnamlc system because everybody
. wants the government.in the. ’

anybaody who's oppgsed tq it except
when they speak in general. When "

- for government intervention. Begin!
with the farmers. If the federal
government were-to withdraw price ~

; in rebellion. They'd march
| on Was ,ngtaﬁ and-shoot.the presi-
-. dent. They want government interven-

favor parochial schools. They want.

¥

N shc:uld make use of. the. opportumty;
tg assist U.S. !‘:Dmﬂanlés in develep

: bthéy speak in specmcs. everybody is -
SUpQQrti Enﬂ panty, the fgrmgrs g :

tion in the economy. Take people who

Eraspenty would be a | rew-

-

economic system. | have not yet met - :

- very: _-?.lmple appeal -

less gaverﬁmem At the same tlme. if
“lamin trouble, | .come_ to the governx-
rnent and. say rescue me.” 86 5 P
everybody wants SQFﬁEtﬁing ‘from the -
" government, but nobody wants to give
anything to the’ gmfernment It 'sa -
legs goverm oo j;‘
‘tnent - because it assumes that the -
*gavernment wm Etl" be. there ,mng

gavernment at aII DEEEUEE everybody
would take care of himself. But in'd

t:crnplex §cc|ety. you can’t have
everybady gomg Qut and épmg

Q
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Eéﬁtﬁbuté al
‘ to tha fund «

|mpact af mflaﬁaﬁ WhEﬁ the cost of
livi_ﬁg increases Eﬁjﬁexsd wages-agg:

paté a!s::mtmulng risgin t' 5.
gf pEiGES gnd wages-r :

gavernment spending ax
ment réveﬁue (im:t:srne)

ERIC

Aruitoxt provided by Eic:



he maney' supﬁly, Devices used are
nterést rates and e.red‘it ccmtmls.

:..to pay public- exp HSES. .
: -_savings—the part c:f a persan s (r;rr

recesslén—maderate EEEﬂBﬁ‘UE
“downturn; not as severe as a dépres-

" sion; associated with: mv:feases in.
uﬁemplayment. Dfﬁ::rally, a recesslaﬁ .

: ocecurs when production falls for twr:
_consecutive quartér.'i -

. revenue;m;gme, money taken in l;ry
the ggvgrnmént from taies, duties,

:én'ﬁmy which ig managed and
\ d: mdual flrms

customs and gther sources and used

= .,E_iirl;n;tufal unemployment—the rate of

unemployment caused by changes in

the organization of the economy, even |

when the economy is operating at full -

capacity. This rate accounts for.

-|.- workers ‘who have been laid off or
C“eannat find Ji:'bs because their 5klll5

'do not match available jobs. )
supply—the amaunts of gﬂ@ﬂs aﬁd :

gIVEﬁ pnce levels.
tariffs—taxes on imports (g@cd

\W‘

55wi:55 a;nvmés deslred or needed ..
y the public, which areoffered for.

2, 2.9., tailoring, maintenance and
t:,rk,; waitres

g, ete.; S

- brought into a country). o
- Thlrd Wﬂﬂd-—tEFFﬁ used ta d b )

unamplaymant —the cancﬂltl f be-

. ing.unable to find work whéﬁ wnllmg j‘ ’

. and able to work. -°
unampluymant rate—the pen:EntagE

" of able-bodied individuals who are . -
ork but are 'uhable to finc

ifling to w

rwagg-prica splralf théréysie’ %F-in

oney. thruugﬁf_ e
,apéﬂ nam;ns
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-dation’s board of advisors Includes
3 itieal

(higﬁ schoal. studgms -and their teachers ta
-the nation’s capital for x week-long, on-:

v'l‘he Glasar !;lp Faunﬁatta

ted to encouraging the-Involvem

ung-peopla in the damocratic pro-
CE’SS,_ThE Close Up Foundation has na'a
ilation with any branch of governmant,
political party or interest group:: The Faun-=

and many: palmo:af \'{
“The:Close Up Faundaﬂnn Tung &;
&M rogramthat bring

ite‘'learning axperience. In'the 198182
l;hml year, approximately 14,000 young

cators will paﬁ cipata In

Up cparience ";
In addmnn to the Close. Up Wasmngﬁ!ﬁ‘

he Fﬁunﬂaﬂﬁn publlshas y

Amariczan gavammant Includlnﬁ Perspe
fives; a book of original articles written by.
palh:-y mskars and ather knawlédgeablel




