Slow but Steady Recé‘;}é‘ry' Forecast
With Modest

Speolal to The New York Times

WASHINGTON, Jan. 21—The
Ford Administration forecasts
a moderate reduction of unem-
ployment, a further slackening
in the rate of inflai:ion and a
6.2 percent growth in the total

output of the economy this.

year, it was disclosed today.

The official forecast of a slow
but steady continuation of re-
covery from the recession was
contained in’a special section
of the President’s budget.

The budget also discloséd
plans by the President to phase

out several antirecession pro- .

grams on the ground that the

the near future to justify end-
ing them. Among the programs
selected for termination are the
special augmented unemploy-
ment compensation benefits
and the special program of pub-
lic service jobs. -

‘Congress is likely to try to
continue some or all of the pro-
grams in question.

Swing to Restraint

An_ analysis of Mr. Ford’s
proposed budget also shows
that in its impact on the over-
all economy, which was one
of massive stimulus during 1975
and early 1976, the budget is
designed to swing gradually
toward some restraint on the
economy’s expansion.

This conclusion emerges from
two measures often used by
economists. .

One is the trend of the quar-
ter-by-quarter deficits in the
budget as measured in the “na-
tional income accounts,” which
steadily decline starting in the
second quarter of this year.
The other is the “full employ-
ment budget,”” a somewhat
complex measure of the budg-
et’s economic impact that,
under the Ford program, wouid
move from deficit to surplus
between fiscal 1976 and fiscal
1977, for a total swing toward
restraint of $19 billion.

Some quick analyses by Con-
gressional  staff economists
suggested that the budget
might be too restrictive and
could slow the recovery, par-
ticularly next year. In any case,
Congress is likely to make it
more stimulative—that is, less
‘restrictive—by refusing to ap-
prove many of the expenditure
cutbacks proposed by the
President.

One reason that the budget
moves toward restraint is the
proposed increase in Social Se-
curity and unemployment com-
pensation taxes, which total
more than $6 billion. In addi-
tion, the already legislated rise
in the wage base for the Social

recovery will be sufficient in-
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Securtiy tax will increase reve-
nues without adding to ex-
penditures. Together, these al-
most offset the President’s
proposed tax reduction of $10
billion.

These were the key forecasts
for the economy in calenda
year 1976: :

QThe “real” gross national
product—after adjusting for
higher prices—to be up 6.2
percent after a recession-asso-
ciated decline of 2 percent in
1075, .

QThe unemployment rate o
average 7.7 percent of the labor
force for the year, with a lower
—but unspecified—figure at
year’s end, compared with an
average of 8.5 percent in 1975
and 8.3 percent at the end of
the year.

gConsumer prices to be up
5.9 percent in December 1976
compared with December 1975,
following rises- on the same
basis of 12.2 percent in 1974
and an estimated 6.9 percent
in 1975,

¢gCorporate profits to rise al-
most one-third, to $156 billion
in 1976 from $118- billion in
1975. .

For 1977, the forecast shows
a slackening of the rate of
growth in GN.P. to 5.7 per-
cent and a further reduction
in unemployment to an average
of 6.9 percent for the year, but
no further improvement in the

inflation rate.

The budget also contains
what it calls “mechanical pro-
jections”—not actual forecasts
— until 1981. These indicate
that unemployment would not
drop below 5 percent until 1981.
By 1980 the inflation rate might

be down to 4 percent.

The budget cautioned that
“beyond 1977 it is virtually im-~
possible to make a forecast,
with any degree of reliability.”
The projections for later years,
it said, are ‘‘assumptions con-
sistent with moving gradually-
toward a relatively stable price
level and a higher level of em-
ployment.”

Last year at this time the
budget contained such forecasts
and projections for the first
time. As events turned out, the
forecast for 1975 was overly
gloomy, both on ‘the depth of
the recession and the rate of .
inflation, though unemployment
turned out to be higher than
expected. ’

One of the Jargest projected
declines in spénding in the new
budget, about $3 billion, is in
estimated payments for unem-
ployment compensation. A part
of this drop represents the pro-
posed phasing out of two spe-
cial antirecession programs—
extended benefits under the
regular unemployment compen-
sation system and temporarily
expanded coverage for millions
of such workers as state and
local government employees.

Also to be phased out is the
public service jobs program.
This would continue through
the present calendar year at
the current level of 310,000
jobs, then gradually be ter-
minated.

Finally, the budget assumes
an end to the “tandem plan™
of the Government National
Mortgage Association, unden
which about 150,000 families
were enabled to purchase
homes with below-market mort .

gage interest rates.



