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WASHINGTON

Older Americans Comprehensive Service
Amendments

Research on Aging Act
; Labor, HEW, and Related Agencies
- Appropriations Act
i Public Works and EDA Act Amendments
Amendments to Mining and Mineral Policy Act
Airport Development Acceleration Act
Floor Control Act
Upgrading of Deputy U. S. Marshals
National Cemetaries Act
Veterans Health Care Expansion Act
| Rehabilitation Act :
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‘tremendous forward step in:improving.the income:positioniandshéalthi i - 5.5 1
_Services for older Americans. .. ‘Rwo other bille concerning the elderly have

- "$A0R IMMEDIATE RELEASE OCTOBER 30, 1972

Office of the White House Press Secretary
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MEMORANDUM OF DISAPPROVAL
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Ihave dnnounced todayithe signing i6f Hi Rl ~ivg bill Whichrepreésents’ a’

aleo comie to me for signature -- the Older Americans Comprehensive |
Service Amendments of 1972 (H.R: 15657) and the Research on Aging Act
of 1972 (H.R, 14424), Although I support some of the goals of these

‘two bills, careful review has persuaded me that neither bill provides the

best means of achieving these goals., Both authorize unbudgeted and
exceasive expenditures and would also require duplications or fragme.ntations
of effort which would actually impair our efforts to serve clder Americans

.more effectively. I have decided therefore to withhold my approval from

these two pieces of legislation.

Older Americana Comprehensive Service Amendments _of 1972 {H,R. 15657)

Last March, 1 submitted to the Congress a plan for strengthening end .
expanding service delivery programe under the Older Americans Act. This
program would begin the development of more comprehensive and better -
coordinated systems for delivering services at the local level. In addition,
I submitted a propoasal to brosden the highly successful Foster Grandparents

Program. The Administration will continue its vigorous pursuit of both these
objectives,

However, the Congress added to the bill containing these provisions a range of
narrow, categorical service programs which would seriously interfere with
our effort to develop coordinated servicea for older persons, Thia is _
particularly the case with two categorical manpower programs which were
added on the floor of the Senate and were considered without regard to 7
manpower programs already serving older persons. Furthermore, this bill
would authorize new funding of more than $2 billion between now and fiscal
year 1975 .- far beyond what can be used effectively and responsibly.

I cannot responsibly approve H.R. 15657,

}lesearch on Aging Act of 1972 (H.R. 14424)

In my Special Message to the Congress on Older Americans last March, I
also emphasized the need to develop a comprehensive, coordinated program
of aging research -- one which includes disciplines ranging from biomedical
reésearch to transportation systems analysis, from paychology and sociology
to management science and economics, The Secretary of Health, Education
and Welfare has since appointed a new Technical Advisory Committee for -
Aging Research to develop a plan for bringing together all the resources
available to the Federal Government in the aging research field.

H.R. 14424, however, would set up an entirely separate aging research
institute that would duplicate these activities, This bill would create additional .
administrative costs without enhancing the conduct of biomedical research for .
the aging. In fact, it could even fragment existing research efforts. This bill
also contains a new grant program for mental health facilities for the aging
which duplicates the more general and flexible anthorities contained in the
Community Mental Health. Centexs . Act.

(MORE) |
(OVER)

Photocopy - Pracen . e




ks 4 5 I :,
.5._?3.‘ 4 Fa'e . h - K] i
” z . " -t ¥ < .
U : B " SR s
T PR . - -
- b,

should be carried out in the broader context of research on life.span
processes and comprehensive mental health treatment programa now

e
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FOR .IMMEDIATE .RELEAS ‘ ] qctober 27 1972
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Office o: the White House Press secr tary
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I ‘have: promised the American people that I wiil,

do eveRything in? my powerfto avold . theneed for a tax
increése~nextoyedr: “Today, I take-ranother. «important
step- 1n?thebfubfillment ‘of that sincere pledge )

B ooy ”‘""L"l - "Tx r .,

wThisﬂeffort really: began last January, when I -
submittedsthé Federal Budget for-fiscal year 1973 to-the
Congress.®7As-Iiexplained iat .the.time, that budget was
carefully prepared so that all justified Federal programs
could- be provided without any need for higher taxes --
andeithout causing higher prices. ‘
lwmgho b - 4, . - )

When’ it became clear that the Congress was exceeding
the budget in many:bills, I proposed that a spending
celling of . $250 billién be adopted as insurance against
a 1973 tax increase.
: rejected;that spending ceiling.. Instead
1t approved spEnding far in excess:of my no-new-taxes
budget o - i ..-“J’ - A

______

sk fa B S
f+rxSomeiof these billsthave“presented veryudifficult
decisTons’ about, ‘whether.t0;,sign; or-.to veto. s A number of
them have attractive features, or would serve . very. worth-
while purposes -~ and of .sourse I have received strong
advide that rto veto -thef Justi.a few days befdére the.

Presidential election would be politically very damaging

However i1 this- memorandum{are.nine measures.whieh I
cannot sign without bréaking my promise 'to ‘the American
pecple that I will do all in my power to- av01d the ‘neces-~ -
sity! ofta tax increasennextzmear. o : :

& i i "i -

_ freft avan ot
o f\ *

2l madeothat ypromise ; in good faith-»and I believe in .-
keepingvtheopromises IﬁmaketT—vand An. makinv‘only those '
promises thatoInamwconfidentsI can ‘keep. -

TTERT sd B]oow fge Liai: 11 el SRR N S I ! ;

If I were to. signqthesepmeasures into- law I would
In effect, be’'making promises that could not be képt -
since‘the“fundSMrequiredatogfinance -the promisedaservices
are:not available,pand,would not -be-available without

:the higherttaxes\Izhavetpromised to reslst.

I»believewthatﬁpolitical deaders must lay. the facts
on the line;srtd talk, straight.to. the, peopile.and to deliver
on ‘thie*s promiseswtheyymake?¢01the”peopleqvf 5; J:U(% :

[ S "”Df’;:‘f‘wf ﬁr{ a3 mrrqd ”’Tﬂﬁ‘({v( q{»c 1y, eyt . = :

e thhough;the?choices arepnot,easy,flnam withholding -
my approval»froms9wGongnessionaL-spending programs that
would’breach,thefbudgetnbyu$750umiliion”in fiscal year .

1973« andvby-near1&e$2wbillioncin,fiscanyear 1974

Each oft itheése., measureswbywitselfwmight seemtjusti~
fiable, or eVvén highly“desirable But-the  hard" fact-is
that they cannot be considered by themselves; each ‘has to

”be\considered in~thembroader@context of the, total budget ---

in termss ofohOWathatetotal weighs*onéthewﬁaxpayers,,and
how it affects ‘the struggle bo. curb”;isingrprices. :
% . g v
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. I am withholding my approval from,ﬁhé followiﬁg bills:- |

oy

Labor -~ HEW and Reiatéd Agenciés Apprdbriatidn Let
(H.Q'R.' 136511) -— - ' -

This 1is the second time I hdve vetoed inflated appro- .
priations this year for the Department of Health, Education
and Welfare. This amounts.to.a texthook example of the
seeming irability or unwlllingness of the Congress %o
follow a prudent and responsible spending pelicy., Inmy
budget for fiscal year 1973, I reguested that.the Congress
provide:an increqse"cfu$2.l;bﬁ1110nwoveﬂ,fiécal~l9?2hfundsuﬁ
for the HEW programs: contained in.this ibill.. - On.top-.of - !
that generous.inecrease ‘== which. woild 'have provided sub=-, .z
stantial expansion while recognizing competing priorities
in. other program areas -- the\Congress/amassed.a .budget-
breaking additional increase of $1.8 -blllion. I vetoed:. .
this in August ‘hecauge 1t.was c;early}excqs$ive and = ;
unwarranted. =« - ‘ Eo . S h : o

The bill now before me.contains the same:.face. amount
as the measure ] previously vetoed. In a partial concession
to that veto, however, H.R. 16654 contalnsiauthoritysfor
the over-spending toéibe held fo:$535smillionu-— a result
that would still amount tof pressure!fop- higher: taxes.: o

LY - [ares
[T M N | kS

This Administration is second tq none In 1ts demon-
'strated concern and clear accomplishmepngs.ip health, -
education snd manpower matters. My hudgetirepresented;a. .-
balanced and rational approach to the funding of many high..
priority domestic programs in a time of\ ‘tight budget
resources, while bbntinuing’thISwAdmkniQRP&tion’SJShift_Of .
priorities ‘and funds toward the human regources:activities .
of the Government. : : : R

Nl oef gy T

\I

H.R., 16654 isda§'unwabranted as%thexvgrsionﬂi;vetoed:q
last August. ' . C . - ‘ A o .

Public Works'and Economic;Development ﬁct_AmehdmentS
of 1972 (H.R. 1607I) == OO R

This bill would unnecessarily add.vast new.authori-
zations for Federal programs which have been shown to be
ineffective 'in creating jobs or stimulating’ timely:economlc
developient . Public: works-projects -have notoriously:long .
lead times -- so by the time this spending-became fully .
effective, the need for duch stimulation would be passed
and the stimulation 'would: be -inflationary.: = :

The 'bill would stimulate-increased bureaucracy in .
the regional cominissidns by using them-as. g funding rather
than a planning and-coordlnétihg?level+of:Government.ﬂ :

It would alséd providé assilstahce to workers,and flrms
‘affected by Federal?enviroh@@ntéi*éctionﬁ&ﬁaThesevprOr‘
visions would be hlghly ‘ineqiitableland;-almost:impossible.
to administer. The unemployment benefits provision would
fragment‘andﬂundérminé'burib&ﬁ}p¢Federal—ﬁuateiunemploy—
ment insurance system 'and its.'c¢osts .would be: essentially -
uncoritrollable, The proposed Pollution control facllitles
loan program has only vague 'and‘unspecified.objectives.

\ o
Amendments to the Mining ahd Mineral Policy Act .
(5. 6 = T T e

wais bill wéull authorize the becrétary of -thel Interior
to provide matching ¢abégofica1_granﬁ§¥to-establishwandr
support a mineral research and training institute ‘in.each
of the 50 States and Puerto Rico, as well as grants for
related research_and“demonstfation”gpojquf. It would

N

) mo re A . i ‘ ‘.._i"\ .

N
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fragment our research effort and destroy its\priorities.

Such an inflexible program would- preclude:us. from:taking
.advantage of the best research talents of the Naticniz-" %
wherever they may be. The Federal Government's origdlng *~ ~
programs of similar. and‘ related.kinds-of.researchyi currently
funded at- about $40 million; annually, havesprovided:a; -, -. .
flexlble and ‘effielent means:of meeting:minerals.problems ! ..
of the highestrnational priority-and:.can:readily besadapted -
to continues to-.do.sQ.ilv. i o0 Ly n P ia DEne

hR+ PV

T R AP IS T PIT %, BRI

lopment' Accelerationsdet’ (Si: 3755)n ets
R i R T 5 T U TS B s ot S R Y N S

‘7 This bllil»would: increase: Federal: expendlituressand;f . =

ralse peércentage participation in categoricaligrant programs,

wlth speclfic and limited purposes. I believe this would |

be inconsistent with sound fiscal poliecy.. Airport..develop~

ment’ .funds have. been' almost :quadrupled since!, 1970 undens: - -

this Administrationm. &0 <0 Gy 00w o fo osise o e

ia

-iiAYrport® Deve
syEET rprtea 1R

T Tt & e X T
FEIA g;:._.f] -‘!0.1 _L_“,T'-, i

dedEn L R T T T L T I AN S
+ Flood Controlsdct:of 1972. (8. H0Y8) ~wmsus v
’ B I F R N ey BT TR . - SO SPRT

would ultimately cost hundreds of millions of dollars.. . i.,
It contalns projects never approved or recommended by
the executive: branch.. In' additiony:.it: contains. a number

of objectlonable features such as® authorizing -111-deffined. .:;
and potentlally costly new programs; :and.limiting my , -..o.%
authority to establish criteria and standards to measure

the feasibility of water resources projects./in determining
which ones to recommend for Congressional authorization.
However, a number of projects .in this bill are :ln.my...
Judgment ‘justified and I.will recommend .leglslatdon.to-y
authorize thelr construction early in.the next:iCongress.. - ..

i
~This meééﬁéévWOuld:éhﬁﬁqrizeqféderél3ﬁho&ect9mwhidﬁGyc;'

PR [ I_l!s;’..",'.

Upgrading of Deputy U.S. Marshals: (H.R. 13895)ue= . .. (1

This® would: railse the pay :of some .1,500deputy .marshals .
by as much as 38 percent; through .wholesale acrosssthe-=: . .-
board upgrading.-- There Is no:justification-for. this highly.
preferential—treatment,thIch:discriminates-againstiall;J T
other Government employees. who'perform-work of -comparable: -
difficulty and responsibility and whose pay is:now:rthes. - !
same as that of deputy marshals. B

égNationa}fCEmétEriesEAct:22;1972'(H.Rw‘12674)1—v£ ¥

. This b1ll would block the orderly system :of isurplus:._.:
land dispesal establislied by gerieral law. and.Executive. .. ;. -
order, ' by requiring.an-unusudl Congressilonal .approval..:im ..
procedure before ‘any-VA land holdings larger than!100wacres
could be sold. Tl . B PR T : {

N R TS N - P
These property -transfer restrictilons would:underminehthe
executive branch's Government-wide system.ofiprepéerty.«c. . =
management and surplus property disposal which is designed

toc assure the best ang’fullest use of Federal property.

It would impede the Legacy of Parks program and the pro-
cedures for disposing of surplus Federal property under

the Federal Property and ‘Administrative Services Act and
Executive Order 11508.

Also, the blldl deals lnconsistently with the serilous
problem of burlal benefits for the Nation's veterans and
war dead. It commissions a study of this problem:at ‘the
same time 1t preempts the results of such a study by
authorizlng new burlal benefits which would annually..add
$55 million to the Federal budget beginning next year.
The Administrator of Veterans Affairs already 1s at work
on such a study, which will identify the alternatives for
improving burial and cemetery benefits. In the interim,
1t would be unwise to commit additional Federal resources
as proposed by this bill. 4 b

moxe .

....\‘-.
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K u N
meldlasiag” vodaab Lye JeUis dovwnens o (U
VeteransnﬁéalthoCarewExpahsion fetn of 197 wal et e vl
(H.R. 1088@) JEE and o Riveisd 7 ,‘ Yoomel ogeit Ty El f‘iﬁ'
SATLOSOEY CA T T anmry oo akat I Y SRR SO

&fJPThemiibera&izingufééture&Joﬂ this bill would urmeces—w{r
sarily addyhuhdredssofiimillions: of:doilarSJto 1:h<~3~‘‘E‘ederalh.g

budgets IﬁQtrwouldwopenwthewWA ‘hespital system to non-— Q'Eg“fb
veteranss and wouwldzexpandythey typetof direc_&medical IR
services avallable from VA. By providing,direct- medical o d

services to veterans' dependents, the bill runs counter to
this Admindstration' swmationalahealthnSbnategy which would
provide national financihig Mechanlshs For health “¢are and
sharply:reduce: theMFederaliGovernment s;roﬂe Ain: the darect

proviston ofsservicesy itdooeltagls A oeyodoe oo cley
,vi REEE J‘” I l.‘ ‘lﬂF H Zrep '-\,1‘*,; R *’1(‘} ""“ 3 {‘ f_ [RE) Ly } oy -"! ;“ig
go.Theslbildil-also purports mowset*mandatorquinimums on,.

the number: ofypatients Itreated:dn VA hospltalsay;: In-testi-‘;-
mony on this bill, the Veterans Administration:-strongly. a: .-
objected to this provision on the grounds that it was
totally unnecessary- ahd icould resultidnidnefficlient medical
tréatment and wasteful administrative practicés.  The -
tragic: result would ber-as-loweri-quatity-of-medicals; care to
all pat¥rentisiah 1o arefl! Mg o ehowbon doos oo e "ﬁ 1
Voo Dabhoacis sgn o fravoagos tavar #00 et
“While: T: stronglx;supportFthenM sThealth: care~system,~ -
and 'wil¥continue; ito-encourage Its: improvement in.the ., - -

future, Etcannot.napprove aqbadvbill.kai*“‘“ " ey oé
eruagart o shesbBaede bng slasdicg sgelldss o Jelv uf
w7 Rehabdilitation :Act: of @972 {HiR 528395 ) v [ : .

cmldasivodiug [enedzoetgrot w27 Ho

Thisrmesgsure: would seriously Jeopardize the goa1540f
the vocdtleral:irehabilitation-program and 1.5s:another = - o
examplaﬂoﬁqungressionaquiscalgirresponsibillﬁyhr Tbsie .-
provisions would divert this program from its basic voca-
tionalnobjecﬁivesHinto activities*thatnhave mno vocational
element whats§dever OF are- essentiallY“'"dical in “character.
Inladditionydtiweould iproliferate;-a -host: ofi-narrow, catex
goricalnprogramstwhiomrdupiicateﬁand\oyeraap existing: .. o
authopiitkes jandprognams.s i 1Such cprovisions servefonlywtq
diluté fthe sBgsources rofmthe svocatitonal srehabdlitation; . ;.:q;
program-ands: impainﬁitchontinuednvaluablepachiewements r;gn
in restoringndeservings: Americanuciﬁizenﬂ sbo meaningful
employment. JrTackn pm vAoal te e

STy ~ i

H.R. -83950alsofwould yereate jorganizational jrigidifies
in the vooational rehabilitation prografi which would “under-
mine:zthevabllitywoPythe iSeeretary oficHEW fbormanage the
programveffectiively. uoTheﬁbibb nalsio swould -establlsh. numerous
committées“andRiﬂdependentﬁcommlssionsrmhrchware unneeces=;i .o
sary;awdild wastestheltaxpayers' pdollars ;-andwould compli—~f
cate and confuse the direction of this program. i [Finally, .
‘the bill would authorize funding far in excess of the
~budgetiirequest land far!beyoﬁdcmhatlcanmbenmada{available
and used?eﬂfecti‘vely. 3"” 7 fauif:n dpeeyerawrell BT v v e g
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Notes from GOP leadership meeting - Friday, Jan. 26, 1973

1. Call Nelson Rockefeller
1., Budget up 18 billion - 268
actual deficit - 12 billion

2. Add to budget ($268) then ask for tax increase

1. Close to full employment

2. Incomers Policy - wage price system leads to more inflation -
people simply relax - Schulz says "lrrefutable"

Attorney General - "impountment" - no judicial decisions
Presidents have always Impounded
IBJ - Highway trust funds
3. will not be subject for Supreme Court
cause essentially "politiecal®

'48 Truman - on a 70 wing vs. 48 wing air force - congress wanted him
to spend - veto - override - he still impounded

Argument -

1. debt limit - must live in it
Pres. can't - tax

2. What's he expected to do.

1. congress controls tax power
congress controls debt celling

"What's he expected.to do?"

1970's

60 to 131

a) defense levelled off

how much will $1 billion pay for

64 - 219,000 m
74 - 100,000 m

Soviets buying more houseware - we put more on men
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Youth - all volunteer army - draft

Food stamps and food - assisting way way up
1 billion '69
now 4 billion '73

quadruple civil rights program

Impound a bad word
refuse to spend

cut

RN cut budgets back to 250

nrestraint"

-

spenders for tax increase
spenders for price increase

Civil Rights activities

assistance 70 T4
| 1-1 3-2
i enforcement up
veterans
outlays for crime reduction
grants to states and local goverrments "up"

RN - peace and prosperity

i peace time budget - more human resources than for defense




un savings
un wages
un taxes - all at risk

inevitably - more unemployment if reckless fiscal policy

new dividends of for. policy — USSR -~ Japan - new deal

Photocopy - Preservation




March 20, 1973

FOOD PRICES

In the studies which this Committee has made of food
prices since it was established on January 11, 1973, three
facts have come sharply into focus:

First, the problem of rising food prices is serious
and demands a concerted counter-attack by consumers and
government alike. Food prices are rising faster than at
any time in the past two decades.

Second, the Federal Government is now doing every-
thing within its power to bring this problem under control.
The government acted even before inflation hit the super-
market shelf, and it has taken a number of steps since
then. C

Third, despite the current seriousness of the problem
today, we can reasonably expect an improvement in food
prices within a few months. The heart of our problem
today is a shortage of food supplies to meet rapidly
increasing consumer demands. We cannot end this shortage
overnight. Because of the strong actions taken by the
government and the actions of the free marketplace, how-
ever, food prices should increase at a much slower rate
in the second half of 1973. It is quite possible, in
fact, that the rate of increase by the end of 1973 will
be near zero.

The rising demands for food which we have experienced,
particularly those for red meats, were generated by a
vigorous expansion in consumer incomes during 1972 and
early 1973. The food price problem has resulted, in part,
from the basic health of our economy.

*A Report prepared by the Cost of Living Council Committee
on Food (March 20, 1973).
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One additional element has been an increase in demand
from other countries,such as the Soviet Union, which
have suffered from poor harvests.

Unfortunately, this rising demand at home and abroad
has been accompanied by a falling supply of food on
our farms, particularly in the second half of 1972. The
consequence has been a sharp upsurge in the prices of
raw farm products, an upsurge which has now hit the retail
markets.

During the remainder of 1973, food supplies should
expand significantly, although most of the expansion
will occur in the second half of the year. Once addi-
tional supplies reach the market, farm prices should
move down gquickly and we should have a flattening out
in retail prices.

A word of caution about weather is necessary in making
any predictions about food supplies. The outlook pre-
sented here is based on normal weather; unusually favorable
weather would improve the outlock, but unfavorable weather
would worsen it.

In this report, we shall try to explain the basis
for the expectations we have expressed above. We shall
review in particular detail the reasons for the current
acceleration in food prices, the Cost of Living Council's
three-part program to solve the problem, and finally the
basis for our optimistic outlook fer food prices and
supplies for the remainder of 1973.

* % %

Committee on Food of the Cost of Living Council

George P. Shultz, (Chairman), Secretary of the Treasury

Herbert Stein, (Vice Chairman), Chairman of the Council
of Economic Advisers

John T. Dunlop, Directocr of the Cost of Living Council
Earl L. Butz, Secretary of Agriculture
Roy L. Ash, Director of the Office of Management and Budget

Claude S. Brinegar, Secretary of Transportation
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Causes Behind the Problem

Food prices, like the prices of almost everything else
rose sharply in the late 1960's and through early 1970.

., Beginning in mid-1970, food prices began increasing at a

much slower pace because of a sharp increase in supplies

that continued through 1971 and the establishment of the
Economic Stabilization Program late that year. Food

supplies in 1372, particularly supplies of meats, fruits

and vegetables, were smaller and consumer demand grew as

the economy expanded vigorously. As a result, food prices >
increased at a faster rate while prices of many other goods
and services rose less than in 1971. Tight supplies combined
with strong demand are continuing in 1973.

Several critical developments have converged to cause
an upsurge in food prices since mid-1972.

l. Strong Consumer Demand. Consumer purchasing power
was advancing throughout 1972. By the fourth quarter
disposable income was 9 percent higher than the same quarter
of 1971. Even after discounting the effect of price increases,
there was still a 6 percent increase in real income. Large
increases are continuing in early 1973. Higher hourly earn-
ings (up 6.2 percent); increased employment (up 2-1/2
million), larger social security payments, $3.5 billion in
food assistance programs, greater public assistance, and
larger Federal tax refunds are all working to increase
buying power for consumers. As a result, the demand for
foods and especially meat has continued to grow. Incomes
will continue to grow as the e€conomy moves closer to full
employment, though such increases will moderate as the
economy approaches that goal.

The decline in unemployment and the optimistic business
outlook have also helped to put consumers in a spending mood.
Part of this increased spending is being directed to food
purchases,

2. Expanded Exports. In addition to buoyant demand at
home, there has been an unexpected expansion in our export
markets. Poor weather caused smaller grain crops than
usual in Eastern Europe, the USSR, India, China, Australia
and Argentina. The world crop of cereals in 1972 dropped
more than 4 percent from 1971. Since mid-1972, U.S. exports
of feed grains.and wheat have been running about three-
fourths higher than a year earlier. Other industrialized
countries have increased their demand for livestock products
and the feed materials to produce them. Peru placed a ban
on fishing which cut back on supplies of fishmeal and caused
unusually heavy demand for protein supplements (used in °
livestock & poultry feed) produced in the United States.
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The adjustments in the value of the dollar relative to
other currencies also helped to expand U.S. farm exports,
and made imported foods more expensive. All these factors
are contributing to all-time record U.S. exports. They
will top $11 billion this fiscal year -- up nearly 40
percent from fiscal year 1972.

World production of grains should increase in 1973
and Peru recently removed its ban on fishing. U.S. exports
are expected to decline from the current year. These develop-
ments will relieve pressures on our production and marketing
system and contribute to receding wholesale food prices in
the second nalf of the year.

3. Reduced Food Supplies in 1972. A key to today's
food price problem was last year's decline in domestic
food production, a decline which is continuing in early
1973. This has been caused by a series of factors. Red
meat production fell 2 percent in 1972 as declines in hog
production more than offset a small increase in beef.
Earlier depressed prices for eqgs and broilers and rising
feed prices have contributed to levels of production which
are now running well below a year ago. Weathexr also played
an important part in reducing food supplies. Freezes, un-
seasonable weather, and Hurricane Agnes all damaged fruit
and vegetable crops in many parts of the country. And bad
weather during the fall interfered with the harvest and
ruined a part of feed grain and soybean crops.

Food Prices: An International Problem

The same forces that have caused 'an escalation of food
prices in this country have created problems abroad.
Rising food prices are an international problem. Indeed,
the latest statistics available report larger increases
in food prices for other industrialized countries than
for the United States. 1In one respect, rising food prices
are a more cirtical problem abroad because consumers in
every other major country spend a larger share of their
income on food than U.S. consumers.
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INTERNATIONAL COMPARISON OF FOOD
CONSUMER PRICE CHANGES FOR FOOD: December 1971 to December 1972

Country Percent Change

Canada 7.7
United States 4.8
Japan 4.9
France 8.7
Germany ' 8.0
Italy* B.4
United Kingdom* 7.9

SOURCE: OECD Economic Indicators, February 1973.

A Program to Stop Food Price Escalation

The Administration is giving the problem of rising food
prices top priority in its anti-inflation efforts. Compre-
hensive steps have been taken in the past 3 months to
moderate pressures on food prices this year.

First, price controls have been retained on food processors,
wholesalers, retailers and food service organizations includ-
ing large restaurant chains. These controls ensure that
middlemen cannot increase their rate of profit when prices
rise and that when farm prices recede, the benefits will
reach the consumer promptly.

Second, to make certain that food supplies and prices
recelve top priority, new advisory and decision-making
machinery has been established. The Cost of Living Council
Committee on Food and a Food Advisory Committee are con-
sidering a broad range of steps that Government and the
private sector can take to ensure an adequate supply of
food at reasonable prices. Actions taken to expand supplies
are being closely monitored each week to see that they are
fully implemented and new initiatives are being examined
on a regular basis. A new Food Industry Wage and Salary
Committee is addressing the particular problems of collective
bargaining in the food industry.

Third, /positive actions already have been taken to augment
the immediate and intermediate-run supply of food. Expanding
food supplies to keep pace with growing demand is an absolutely
essential ingredient in solving the food price problem.

Actions to date include the following measures:

*November 1971 to November 1972.
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1. The Government is selling its grain stocks with the
objective of literally emptying its grain bins. Since
December 1, 230 million bushels of Government-owned grains
equivalent te about 3 percent of 1972 production have been
sold. All government loans on farm-stored grains are scheduled
for termination. Some of these loans go back to 1968 Crops.
Calling these loans will ensure that the eguivalent of about
15 percent oi 1972 production will be reieased into commercial
market channels in coming months.

2. The record volume of grains being transported has
caused transportation congestion and shortages of boxcars
and hopper cars. The Department of Transportation has
established a control center to identify and resolve such
bottlenecks. Expediting teams are being sent into acute
problem areas to help resolve problems on the spot.

3. Meat import quotas were suspended in June, 1972 and,
partly as a result, imports increased 15 percent in 1972.
So far in 1973, imports are up 20 percent compared with the
same period a year earlier. Import guotas on nonfat dry
milk were raised in January of 1973 and, on March 8, the
President asked the Tariff Commission to investigate the
possibility of raising cheese import guotas 50 percent
this year.

4, All direct export subsidies on agricultural products
have been discontinued.

5. The rice acreage allotment has been increased 10
percent to encourage increased production.

6. The price support for milk is being held to the
minimum permitted by law -- 75 percent of parity. The
Congress, however, is now considering legislation that would
raise the minimum to 85 percent of parity. The Administration
opposes this legislation. It would have an immediate un-
favorable impact on the prices of milk and dairyproducts.

7. Most importantly, our farm programs have been sub-
stantially adjusted this year to encourage greater production
of grains and soybeans. In 1972, 60 million acres (about
15 percent of the Nation's cropland) were "set-aside" from
productive use. Because of the new provisions this year,
well over one-half of the acreazge "set—-aside" in 1972 will
be available for productive use. DMoreover, the Department
of Agriculture will permit farmers to "set-aside" acres
for year-around grazing and forage production in return for
a 30 percent reduction in payments. This measure should
encourage expanded livestock supplies in the future. In
short, nearly all of the Nation's cropland can be put to
productive use in 1973.
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The ¥god Price Outlook in 1973

The more favorable outlook for food prices in the
second half of 1973 rests on a pattern of expanding food
supplies through the year. Farm prices should fall below
current levels after mid-year and should be no higher at
the end of the year than at the beginning. Retail food
prices typically adjust less dramatically than farm prices,
and there is a delay before drops in farm prices are re-
flected at retail. Retail food prices should begin to
level off after mid-year and the rate of increase may be
near zero by the end of the year.

Food Supplies Expand in 1973

Adjustments in farm programs and favorable farm
prices are encouraging farmers to expand food production.
The latest reports indicate greater domestic production
of all major groups of food commodities except dairy
and poultry products. The Administration has taken steps
to increase cheese imports which would help offset lagging
dairy production.

PRODUCTION OF FOOD COMMODITIES

—

Item Change from Year Earlier
1972 Estimated 1973

Commodity group - percent -

Meat tieeceereeeans ‘e -2 +2

Dairy products ...... +2 -1

Poultry and eggs .... +3 -1

Food grains ......-.. -5 +13

Vegetables .......... 0 +1

Fruits and nuts ..... -10 +12

Although overall food supplies will be larger this
yvear than last, most of the increases will come later in
the year. During the first part of the year, supplies of
most animal products are running below the same period of
1872, But we expect this picture to change dramatically
by the fourth quarter.
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ESTIMATED PRODUCTION OF ANIMAI. PRODUCTS,
FIRST AND FOURTH QUARTERS OF 1973

Change From a Year Earlier
ITtem
lst Quarter : 4th Quarter
Commodity -- percent --

Beef ....ivcavas Peeans . +2.5 +2.5
POYK cevvevevnocnncsnas -3.5 +5.5
Broilers ceieaeenscacss -1.5 +3.5
EQgS eceevessancsn cenuns -4.5 -1.0
Milk coveencncanencnena -1.0 +1.0

Meat Supplies. The number of cattle coming to market in
recent weeks has been up only moderately from last year.
However, there were 8 percent more cattle on feed at
latest count (March 1) and beef production is expected

to increase slightly in the next few months. Additional
increases in beef supplies will continue to take place
throughout the remainder of the year. Beef cattle
producers are expanding their herds and more beef will be
available for consumers in 1974 and 1975,

The hog production cycle is turning around which
will expand meat supplies in the second half of the year.
Hog producers are raising a 7 percent largex pig crop in
the December - May period than they were a year ago.
As a result, the price of hogs should decline significantly
through the year.

Other Food Supplies

Poultry production is expected to increase 5 to 10
percent in the next few months, but supplies will remain
smaller than in 1972 until late in the year. Production
is expected to continue upward throughout the yvear because
of more favorable feed prices later this year. As a
result, broiler prices probably will fall substantially
between now and the end of the year. A similar pattern
is expected for eggs.:
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Production of fruits this summer is expected to be
well above the weather-damaged crops cof 1972, However,
according to preliminary information vegetable production
is expected to expand very little in 1973, Reasons and
possible remedies for this situation are now under intensive
study by the CLC Committee on Food and by the Department
of Agriculture.

Farmers Will Produce More Grains & Soybeans

This Administration's actions to expand the production
of wheat, feed grains and soybeans will help bring feed
prices down to more normal levels by fall. The latest
planting intentions survey (released on March 15th)
indicates that farmers plan to plant nearly 6 percent
more acreage to feed grains, and 14 percent more acreage
to soybeans in 1973. Wheat acreage will be up about 6
percent this year. Current forecasts call for sharply
higher production of these basic commodities.

Feed Grains ------ up 5 to 10 percent
Soybeans —-——-—--—-——- up 15 to 18 percent
Wheat —--———-=-=——= up 12 to 14 percent

Prices of feedstuffs play a major part in the
production of livestock, poultry and milk. Over the
past 12 months prices of manufactured animal feed have
risen 60 percent and this has contributed to some of the
current production cutbacks. With expanding supplies,
feed prices should fall sharply by fall and encourage
more production of broilers, eggs and milk later in 1973.

Beyond 1973

Much of the price-restraining benefits of bumper
crops this year will not be felt by consumers until early
1974. The big crops in prospect for 1973 will reassure
livestock producers of ample feed supplies next year and
give them needed confidence for planning to increase meat
supplies in 1974. Today's actions are, therefore, part of
a larger effort to achieve sustained food price stability.

A second part of this effort is to modernize basic
farm legislation. The Administration will support new
farm legislation {(which would affect 1974 and subsegquent
crops) calling for substantially less government involvement
in farmers' decision making. The new proposal would unhook
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income support payments from the ocutmoded parity concept
and would substitute whole-farm cropland bases for the
anthuated individual crop allotments. This proposal would
result in lower prices and reduced government payments and
is designed to become effective over a four-year period.
Farmers would receive more of their income from expanded
output rather than from holding back on production.

Finally, the Cost of Living Council is addressing
the long-term problem of costs in the food industry. The
National Commission on Product1V1ty has identified some
eighty different ways to improve productivity and reduce
costs. These measures are being studied and put into
action wherever feasible so that the gains from more
efficient farm production will not be eaten up by inefficiency
in processing and distribution.

Photocopy -~ Preservation




i PRODUCTION OF LIVESTOCK PROBUCTS, 1873

CHANGE FROM A YEAR EARLIER

ITEM
1st QUARTER 4th QUARTER
| COMMODITY
| BEEF...ou cuseeeene +2.5% +2.5%
! PORK oneeeeeeanees —3.5% +5.5%
BROILERS.......... —1.5% +3.5%
| " EGGS..vuvereeeeeeenmes —4.5% —1.0%
\ T S —1.0% +1.0%
|

PRODUCTION OF FOOD COMMODITIES

CHANGE FROM A YEAR EARLIER

ITEM _
1972 ESTIMATED 1973

. l
| COMMODITY GROUP ‘
MEAT coereeerereereeeerseanns —2% +2% ‘

DAIRY PRODUCTS..... +2% —1% ;

POULTRY & EGGS.... +3% 1% . i

FOOD GRAINS............ —5% +13% |
VEGETABLES.............. 0 +1% |

FRUITS & NUTS......... —10% +12% |

|

\
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INTERNATIONAL COMPARISON OF FOCD

CONSUMER PRICE CHANGES FOR FOOD:
DECEMBER 1971 TO DECEMBER 1972

COUNTRY PEIRCI:ENT CI-:AI}IGIIE
FRANCE ' :3.7
ITALY* 3 8.4
GERMANY 8.0
UNITED KINGDOM* i R 7.0
CANADA A 7.7
JAPAN i i 4.9
UNITED STATES R 4.5

TN

" *November 1971 to November 1972

Source: OECD Economic Indicators, February 1973
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