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budgeted for, on a national income account basis, a $2.1 billion deficit
during that period is not bad at all and fits in just about, I think,
with the economic requirements. _

If we had not had Vietnam, particularly in terms of the speed of
the buildup, I am convinced that we would be running a significant
surplus, and we may actually have been in the process of talking about
atax reduction. It isa little hard to know what would have happened
if something else hadn’t happened, I admit.

But you know, $22 billion of expenditures for Vietnam on a $2.1 bil-
lion NTA deficit gives you an indication of where you might have been
had it not been for Vietnam, and looking at those two figurés, I think
itisnot too bad a performance.

Senator Jorpan. I am sorry; my time is up.

Chairman Proxmre. Mrs. Griffiths ?

Representative Grirrrras. Thank you. ‘

Mr. Schultze, I must say that having sat with you for the last
4 or 5 days in the committee, you must feel this is a cold and friendless
world.

Mr. ScavrrzeE. Not aslong as you are on the other side. o

Representative GrrrrrTas. I would like to ask you are you estimat-
ing for 1968 something more than a $2 billion deficit in the national
income? _

Mr. Scavrrze. On a national income accounts basis it is $2.1 billion.

Representative GrirriTms. Does this take into consideration a tax
increase of about $5 billion ?

Mr. Scaorrze. On an NIA basis; that is correct.

Representative Grrrrrrgs. What do you estimate the effect of a
85 billion tax increase upon employment will be ?

Mzr. Scavrrze. Very roughly we would feel that with a $5 billion
tax increase, and with all of the other things that are going on, both
Government and private, as we can best estimate it, the unemployment
rate should remain, with obviously some minor fluctuations from
month to month, about where it is now.

If you didn’t have the $5 billion tax increase but had everything else,
then presumably the unemployment rate would fall. We believe that
this at the same time would in this context lead to greater price rises.

Representative Grirrrras. And what is the unemployment rate
right now?

Mr. SceEULTZE. 8.8 percent.

Representative Grrrrrras. I observed, I believe it was yesterday or
the day before, and I think it was in Wisconsin, milk being poured
down the drain because people weren’t getting the prices they wished.
If unemployment were increased, would you still press for a $5 billion
tax increase ?

Mr. Scaurrze. Fairly obviously, Mrs. Griffiths, we hope we have
the oood sense to be flexible in the face of changing conditions, and
I think we do have that good sense. At thé present time, in our best
estimates of what the economy requires, we think the $5 billion is
needed. Ifcircumstances were to change, we would have to reevaluate
this, but at the present time we see no need to. '

Representative Grirrrras. Does it not really depend upon employ-
ment rather than upon deficits?



