
Military 

Spending 
1Pse -Sotight 
r•F • 	By Peter Milius 

silVe hIngton Poet Stall Writer 

?resident Nixon is to ask 
Congress Monday to in 

,defense spending ...by 
:2 billion, or 8.8 per-Cent, 

-neit'ffseal year to $87.7 bil-
lion, according to the eco. 
Anomie report made public 
-yesterday. 

!Rut military spending 
NVOill8 continue to decline 
slightly as a percentage of 

*the,  total budget.. It will be 
"obotit 29.4 per cent of all 
`mending this year, and 28.8 
av cent in fiscal 1975. er- 

., Tlite President's budget 
7-tbritemplates total outlays 

l̀ithe ;fiscal year beginning 
eiktiTuly 1 of $304.4 billion, 

as qiiirdrist $295 billion in 
i•ievenues, leaving the gov-
*tiriunent• with a deficit of 
19.4 billion. 
57  The spending total would 
ib'ertip $29.7 billion, or 10.8 
Verftent, from this year's. 

Of the increase, $15.1 bil- 
ga_for. what the_ _ 

budget-makers call income 
security programs---rpoci al 
Security, welfare - and the 
like. 
, These income security 

iirograms will cost $100.1 
in fiscal 1975, a third of 

all the spending proposal. 
The year Mr. Nixon took  

"office, 11169, they came to 
843.7 billion, a fifth of the 
pudget.,  

The budget total has risen 
per cent in those same 

bears, from just under $200 
illion in fiscal 1970 to just 

TiVer $300 billion now. 
"iiffelfre than half of that in-
Azeiiae. has been due to the 
swelling of income security 

The tax that supports the 
bulk. of these Autlays, the 
Social Security tax, has also 
risek, dramatically: in the 
last six yea r s. Revenues 

irom the Social Security tax , 
Vrife $45.3- billion in fliCal ' 
4/Y70; < they will be , about' 
4$85.A billion. next fiscal year; , :t" 
.ff  Ancrese of about 90 per t 

I 
Revenues from the indi-
dual income , tax, by con-
apthave zone up about 44 

_cent in those six years, 
.1904 billion to $129 bil- 

orate income tax pay. 
ye, risen about 48 

lit:from $32.8 billion 
4.  ,eatimated $48 billion 
Tiscal year.  

i: e economic report said 
Interest on the national debt 

rise from $27.8 billion 
s'y ear to $29.1 billion , 

all .its growth, the fed, 
budget has remained 

airtlIconstant as a Percent-
e;' f' the Gross National 
oact in the last six years, 

,0,..about 20 per cent The 
°?f_e0eial.debt has declined as 
N.:percentage of GNP. - Itwill 
4hO out 4508 billion next 

41 fiscal year. 
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Nixon's Economists See 
Advisers' Report Forecasts a Mild Recession 

By Hobart Bowen 
Washington Post Staff Writer 

Despite the disclaimer by both Presi-
dent Nixon and his chief economic 
aide, Herbert Stein, the economic re-
port sent to Congress yesterday in ef-
fect forecasts a mild recession for 1974, 
concentrated in the first half of the 
year. 

Echoing the President in his State of 
the Union message, Stein told re-
porters: "We don't expect a reces-
sion and we don't want a recession." 

But, he added quickly, the adminis-
tration "is open-minded" about the 
possibility of tax cuts and other meas-
ures to stimulate the economy if that 
proves necessary. 

The report itself—by the Council 
of Economic Advisers, which Stein 
heads—stresses the many "uncertain-
ties" that flew from the energy crisis, 
especially in terms of international 
consequences. In the world-wide sense, 
the report said "several possibilities  

can be envisaged which could lead to 
cumulative recession." 

It warned, "The single-country re-
sponse could well either create re-
cession at home or export recession. 
If many countries are following this 
policy at once, the compound result 
could be a large and unnecessary de-
cline in the world economy." 

It is not surprising that the eco-
nomic report eschews—for the United 

News Analysis 

States — the use of the w or d 
"recession," which can be defined with 
certainty only by the economic histori-
ans and technicians. 

But the report itself puts forth—as 
both a "feasible target and prediction 
of what will be achieved"—only an 8 
per cent increase in the Gross National 
Product in 1974, to about $1,390 billion. 

The $102 billion gain over 1973 
would be composed of a scant 1 per  

cent In real growth, and 7 per cent in 
inflation. That is a dramatic change 
for the worse from 1973, when real 
growth was 6 per cent, and the infla-
tion rate (measured by the so-called 
GNP deflator) was 5.3 per cent. 

Thus in an objective sense, the econ-
omy would be receding, or going down-
hill in terms of real growth—the basic 
underpinning for new jobs, profits, 
and expanding opportunities. 

Even more pointedly, the council re-
port says, "As for the expected path 
during 1974, this would leave real out-
put approximately flat, and perhaps 
declining for an interval, in the first 
half of the year, but would bring a rise 
at somewhat more than the normal 
trend rate in the second half." 

Generally, as recession is defined as 
a period of at least six months of an 
actual decline in the real level of activ-
ity. Most economists, including those at 
the CEA, expect a minus number in at 

See ANALYSIS, A14, Col. 5 

Output Rising Only 1% 
Inflation to Approach 7%, Unemployment to Be 5.5% 

Inflation will be even higher early in 
the year, they said, but lower later. 

Output, metinwhile, actually ma4.  
shrink/for "an interval" in the first 
half of the year, but will be rising at an 
annual rate of more than 4 per cent by 
the fourth quarter, they predicted. 
Four per cent is about average for the 

The President himself, at a ceremony U. S. in recent years. 
yesterday at the White House, said that 	Two straight quarters of shrinking 
"as I see it" 1974 "will be a good year output would be a recession, or at least 
for the economy" as a whole. 	 that is how recessions are commonly 

"The economic record of this admin- defined. The President said in his 
istration has been outstanding," Mr. State of the Union address on Wednes- 
Nixon added. 	 day that "there will be no recession in 

In its annual Economic Report, the the United States" this year. 
council said the nation's economic out- 	Herbert Stein, chairman of the 
put, which greW 5.9 per cent last year, Council of Economic Advisers, said at 
will probably increase only 1 per cent a briefing Thursday that he does not 
in 1974. That lower growth rate will think there will be a recession, either 
mean rising unemployment. 	 — that output probably will only de- 

At the same time, the economists aline in the first quarter. 
said, the overall inflation rate will also 	But even if it does decline two quar- 
rise, from last year's 5.3 per cent to ters in a row, he said, it won't be a re- 
"about 7 per cent." 	 cession. 

Urging the press and the public "not 
to be guided by simplified, mechanistic 
standards" which he said have ."ho 
standing in the economics profession," 
Stein defined a recession as "a depar- 
ture of the economy from its normal 
growth path of considerable intensity, 
durability and breadth." 

"That is what I have in mind -and 
what the President had in mind,". be 
said. 

Anyway, he added, "calling a situa-
tion a recession will not make it any 
worse, and not calling it one will not 
make it any better." 

The council said the unemployment 
rate, which went up to 5.2 per cent last 
month, would average "a little above 
5.5 per cent" this year. .Last year's av-
erage was 4.9 per cent, and the average 
since World War II has been about 4.5 
per cent. . 	. 	• 

Stein said he thought unemployment 

See REPORT, A14, CoL 1 

By Peter MMus 
Washington Poet Staff Writer 

President Nixon's Council of Eco-
nomic Advisers said yesterday that it 
expects the economic news to be 
mostly bad the first half of this year, 
but that it will then get better. 
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one of relative scarcity and higher 	ily of fou 

prices. 	 million in 
The President, in the customary pre- now, desi 

face to the Economic Report which ued growt 
was sent to Congress yesterday, said 	The cos 
that "the American people generally ". come di 
prospered despite the inflation in  much. Tb 
1973." 	 still have 

"Their 'incomes on the average rose income, a 
more than prices," he said, though he about 40 
added "there were many families for ago. One 
which that was not true."  federal ti 

Mr. Nixon made similar statements the transi 
in his State of the Union address on The col 
Wednesday. 	 will be re 

The government publishes several - the inflat 
different series of statistics on income based on 
and earnings. 
, The broadest of these sets forth real 	One is 

disposable personal income — total in- products 
come per capita after allowing for rate of  
taxes and inflation. That did go up last • will pres  
year, to $2890 from $2767 in 1972. That level fro:  
average, though includes everyone's in- likely to  
come, not just the incomes of wage 	"There 

earners; It includes farmers, for exam- prospect 
pie, and they had a good year. It also this year. 
reflects higher rates of employment; 	Similat  
the more people working, the more output is 
income there is per capita, 	 of the of 

A. second statistical series describes for this 
real compensation per man hour after "presage 

allowing for inflatiOn. That, too, went down." 

up last year, by 1.4 per cent, but all 	"There 

the increase was in the first quarter; it ing to at 
declined in the next three. This aver- economy, 
age includes fringe benefits, such as substanti 
the Social Security taxes paid by em- ness fixes 

ployers. 	• 	 try to inc 

A third series of statistics deals just • 	The co.  

with the earnings of rank-and-file tal is goi 

workers—the wages of about 50 mil- few year 
'lion of the 80 million people at work in that a lot 
the country. 	 by "envir  

This average went down last year af- isfy clear 

ter allowing for inflation. Real hourly 	The P 

earnings fell 1.9 per cent and real av- . that "tax, 
erage weekly earnings 1.5 per cent. 	uctive in 

Stein conceded that a person who ing its re 
worked full time 52 weeks a year in 	In wha 

1972 and the same in 197th "was probe- the outer 

bly better off in 1972." 	 try and 

The council devoted one chapter of the Pres: 
its report to income distribution. The dulge in 
government affects income distribu- attacks 

co 

through 
tion in two ways, through taxes and 
through what are known as transfer non-finar 
payments—Social Security and Wel- cent last 
fare checks, for example, payments un- lower pe; 
der Medicare and Medicaid, and food ing in tb 
stamps. The total of transfer payments year Iron 
has risen markedly in recent years. 	The co  

One result is that the number of report wl 
people living in ,  what the government did) estir 
officially defines as poverty (annual in- froin tin 
come under $4300 for a non-farm fam- rise abou 



Advisers' Report Sees Mild 
ANALYSIS, From Al 

least the first three months of this 
year In the fourth quarter. of 1973, 
real GNP rose at a rate of only 1.3 per 
cent and would have been minus ex-
cept for production of large cars that 
were unsold and went into dealer in-
ventories. 

A first-half dip, combined with se-
vere inflation, is almost! precisely 
within the middle range of forecasts 
by most private economic experts, who 
are less sensitive, than Mr. Nixon about 
what the process is called. 

For example, the Chase Manhattan 
Bank last week published comparable 
figures, saying: "The economy will ex-
perience a mild ,recession this year, 
with real growth in the range from 0.5 
to 1.5 per cent. Our own estimate re-
mains at 0.7 per cent, which is perhaps 

I just a shade below the average." 
Perhaps more to the point is not 

what the administration chooses, for 
political reasons, to call the present eco-
nomic difficulties, but what it plans to 
do about them. 

"The main functions of policy," the 
report says, "will be to keep the dip in 
the early part of the year from going 
too far and to assist the revival later 
in the year, but to avoid stimulating 
too rapid a surge." 

Optimistically—and without any real 
supporting estimate—the council ven-
tures the guess that. as the year pro-
gresses, "The period of maximum in-
crease of energy prices and food prices 
should have passed." 

At many points in the council's docu-
ment, there is acknowledgement that if 
the mid-year recovery it is counting on 
does not take place, –we must be pre-
pared with means for adapting policy" 
by a variety of measures, which pre-
sumably would include not only tax 
cuts but increased spending. 

Administration critics such as econo-
mist Joseph A. Pechman of the Brook-
ings Institution argue that the econ- 

omy is already in a decline "which will " these gr 
be hard to avoid being called a reces- higher u 
sion: I would reduce taxes right away," males. (1 
Pechman said yesterday. 	 • per cent 

Clearly, the administration is taking ing to t! 
•  a more relaxed view than Pechman's. cent in  

Stein predicted in a briefing for re- 	Obviiii 
porters that consumrs will make ,an of "full" 
"adjustment" to the higher prices for ;sive tht 
oil products early in the year, reducing needed 
a "drag on the expansion of the econ- 	Critic 
omy." 	• • eMx°111.1  

Stein also is confid:ent that the hous- 'prOduCe 
ing and auto slumps will bottom out merely 
during the first' quarter. This, coupled 
with rising private Investment and 
government spending, he believes, will 
snap the economy out of the doldrums. 

Many economists — especially those 
associated with the hard-hit housing 
and auto industries — think this may 
be a rose-colored view. Home-builders 
look for little relief while housing 
prices stay high and consumer confi-
dence is still below par. 

There may be "a demand out there" 
for small cars, as Stein suggested, but 
the auto industry is finding it difficult 
to crank up a volume of small-car pro-
duction that will help make up for the 
loss of the big-car market. 

One mild surprise in the report is 
that, after toying with the idea of 
abandoning 4 per cent unemployment 
as the definition of "full" employment, 
the council blurred the issue and cited 
alternative possibilities. 

For the past couple of years, the 
Nixon administration has been arguing 
that unemployment is not really so 
had as it 'Kerns, because the composi-
tion of both the labor force and the 
ranks of the unemployed has changed. 

Thus, it is contended, a higher unem• 
ployment rate than 4 per cent more ac-
curately represents full employnient. 
A footnote in the economic report sug-
gests that 4.6 per cent in 1973 would 
really have been "full" employment, 
because there are more women and 
young people' in the labor force, and 
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Federal Budget Receipts, Outlays, Financing, Debt 
Fiscal Years 1972-1975 

MILLIONS OF DOLLARS; FISCAL YEAR 

Actual 
1972 	1973 

	

270,000 	295,000 
•274,660 	304,445 

	

-4,660 	' 	-9,445 

	

. ' 4,680 	. 9,445  

	

3,500 	12,500 

	

1,160 	-3,055 

	

486,350 	507,973 

	

139,806 	148,929 

	

346,545 	359,045 

295,000 
129,000 

48,000 

85,603 
17,444 
6,000 
3,800 

4,700 
453 

270,000 
118,000 

43,000 

77,907 
17,144 
5,400 
3,500 

4,400 
649 

BUDGET RECEIPTS AND OUTLAYS:  
Total 	receipts 	  
Total outlays 	  

Total surplus or, deficit (-) 
BUDGET FINANCING  

Total means of fin4ricing 	.. .,.'„ . 
Net borrowing from the public 

208,649 
231,876 

-23,227 

 23,227 
19,442 

232,225 
246,526 

-14,301 

14,301 
19,275 

. 	Other means of financing 	 3,785 -4,974 
OUTSTANDING DEBT, END OF YEAR:  

Gross Federal debt  	437,329 468,426 
Held by Government agencies 113,559 125,381 
Held by the public 	 323,770 343,045 

BUDGET RECEIPTS 	 208,649 232,225 
Individual income taxes 	  94,737 103,246 
Corporation income taxes 	 32,168 36,153 
Social insurance taxes and 

contributions 	  53,914 64,542 
 

Excise taxes 	  15,447 16,260 
Estate and gift taxes 
Customs duties 	 

5 436 
3 
, 
,287 

4,917 
3,188 

Miscellaneous receipts: 
Earnings by Federal Resierve 	 3,252 3,495 
All other 	  381 426 

BUDGET OUTLAYS 	 231,876 246,526 
National defense 	. 	  78,26 70,021  
Int. affairs and finance 	 3,726 2,957 
SpaCe research, technology 	- 3,422 3,311 
Agriculture, rural development. . 	7,063 6,191 
Natural resources, environment. 3,761 589 
Commerce and tranipOrtation .. 11,284 13,070 
Corrinhin7develifirrierit:hdtaing - 	4,282 - 4132 
Education and manpower 	 9,752 10,185 
Health 	,.1   	'  17,099 18,417 
Income security. ' 	' 	; ...-- '. ' 641,909  18,417  
Veteran's benefits and services 10;731 73,073 

. 	- Interest, 	„ ,, . . . . ,.. , .. 7 .. ... _.... 20,582 12,013 
General ghverrinient 	' 	' 4,787 22,813 

- - General 'revenue sharing 	 5,480 
Allowances , 	,' 	- 
Undistributed Intragovernmental 
•• transactions: 6,636 

	

6,147 	6,174 
Employer share, employer retire- 

ment 	,. 	, 	  •=2;768 	-2,927 	-3,543 - 	.-31,557671  
' 300 . 

	

Interest received by trust funds. -5,089 	-5,436 	-6,420 	' -7,140 

	

274,660 	304,445 

	

80,573 	87,729 

	

3,886 	4,103 

	

3,177 	3,272 

	

4,039 	2,729 

	

609 	3,128 

	

13,521 	13,400 

	

5,450 	5,667 

	

`'10,819 	el:" • 11,537 
10,810 'L 11,537 

	

23,268 	26,282 
84,995 - 100,071 

	

13,285 	13,612 

	

27,754 	29,122 

	

6,800 	6,774 



Mansfield 
Answers 
President 

Low-Key Talk 
Dismisses Idea 
Of Resign ation 

By David. Broder 
Washington Put Staff Writer 

Senate Majority Leader 
Mike Mansfield (D-Mont.) 
last night rejected Presi-
dent Nixon's bid to close 
the Curtain on Watergate 
and challenged him to 'join 
Congress in an effort to 
"clean up the campaign-
financing mess", by sup-
porting public campaign 
finance bills. 	m■ 

Delivering the Democratic 
Party's televised reply to Mr. 
Nixon's Wednesday evening 
State of the Union atiiii4ss, 
Mansfield said "the crimes of 
Watergate" must be aired in 
the courts "for howeVer long 
may be necessary." 

In response to the Presi-
dent's statement that "one 
year of Watergate is enough," 
the opposition party spokes-, 
man said, "Whether it is 
months or years, there are no 
judicial shortcuts." 

However, Mansfield said he 
would "anticipate" that the 
Senate Watergate committee's 
investigation and House action 
on impeachment "w111 be com-
pleted during this session." 

And he,delivered a rebuke—
in characteristically mild fash-
ion—to those Democrats in 
Congress who have been urg-
ing Mr. Nixon to resign. 

"The question-of a presiden-
tial resignation, as in the case 
of a vice-presidential resigna-
tion is not one for the Con-
gress," Mansfield said. "The 
President has stated his inten-
tions bluntly in that regard. In-
sofar as the Congress is con-
cerned, that closes the matter 
of resignation." 

He also said Congress would  

do as the President suggested 
and make legislation—not in-
vestigation—"the first order 
of business" from now until 
election day. 

"Whatever the legal difficul-
ties which confront the admin-
istration," Mansfield said, "the 
regular business of the nation 
must come first. The Presi-
dent put it first. Insofar as 
Congress is concerned, it will 
be first." 

Appearing simultaneously 
on the three commercial net-
works and the Public Broad-
casting System on one of the 

See DEMOCRATS, Al2, Col. 6 

DEMOCRATS, From Al 

rare occasions that that oppor-
tunity has been accorded to an 
opposition party spokesman, 
Manslield took a deliberately 
low-keyed and nonpartisan 
tone. 

He praised Mr. Nixon's for-
eign policy successes, found 
no fault with his domestic rec-
ord and described the im-
peachment proceedings in 
Congress as "onerous" but 
"inescapable." 

As for the 1974 mid-term 
election, which ' many Demo-
crats regard as an opportunity 
for majoi gains, Mansfield 
said that "transitory political 
lives" are unimportant com-
pared with "the political life 
of the nation." 

For that reason, Mansfield 
said, the most important work 
of the last sessioivi,vas "to re- 
inforce the nation's system of 
checks and .balances against 
an accumulation of power in 
the executive branch," and the 
most "urgent /obligation" this 
year is "to fopeclose an exces-
sive intrusion of great wealth, 
whether corporate, labor, per-
sonal or whatever, into the 
electoral process." 

Mansfield said his personal 
judgment was that "we shall 
not come finally to grips with 
the problem except as we are 
prepared to pay for the public 
business of elections with pub• 
lie funds." • 

Last December, the Senate 
passed. a bill to provide public 
financing of all federal elec-
tions, but the House balked at 
including congressional con 
tests, and a, filibuster, encour 
aged by White House aides 
killed chances of a compro 
mise. 

Another public financing 

measure is slated for dentate 
this month or next, and Mans-
field said, "I would hope that 
the President will join with 
the congressional leadership 
in supporting these efforts to 
clean up the campaign-financ-
ing mess." 

Reversing the usual Demo-
cratic effort to present a more 
ambitious domestic program 
than the Republicans, Mans-
field criticized Mr. Nixon's 
proposed $304 billion budget 
as excessive, and mentioned 
less than a dozen domestic 
areas 	Congress 	would 
"consider" this year. 

Among his legislative priori-
ties, the Senate leader listed a 



national health insurance sys-
tem, expansion of housing and 
education assistance, reform 
of private pension systems, de-
velopment of no-fault automo-
bile' insurance and passage of 
"a fair minimum wage." 

Most of these goals are also 
on Mr. Nixon's list, but the 
minimum wage bill passed by 
Congress last year drew a 
presidential veto, and sharp 
differences of approach can be 
expected in several of the 
other areas. 

Mansfield said "there will 
be time to try" for reform of 
the tax system this year, but 
he offered no details of„ the 
Democratic approach in his 
prepared text. No action on 
tax reform has been taken by 
Congress since the •House 
Ways and Means Committee 
completed hearings on the is-
sue early in 1973. 

The Montana senator said, 
"hopefully . .. military spend-
ing can be cut, not increased," 
as Mr. Nixon is proposing, but  

again his text offered little 
clue to the substance of Demo-
cratic strategy. 

Perhaps mindful of the fact 
that Congress has been 
snarled since last November 
in a House-Senate dispute 
over the terms of emergency 
energy legislation sought by 
the President, Mansfield was 
also sparing in his discussion 
of that subject—to which Mr. 
Nixon had given top priority 
in his speech. 

He said, "The immediate 
responsibility of government 
is to make certain that the 
shortage does nbt devastate 
the economy and that the price 
of past neglect is borne equit-
ably by all American. If that 
means rationing, then let us 
not hestiate to use this de-
vise." 

Mansfield said Congress 
would require more informa-
tion from the 9i1 companies, 
"scrutinize" their tax benefits 
and "consider" a price roll-
back on petroleum products. 


