
The original documents are located in Box 4, folder “Economic Policy Review (3)” of the 
Richard B. Cheney Files at the Gerald R. Ford Presidential Library. 

 
Copyright Notice 

The copyright law of the United States (Title 17, United States Code) governs the making of 
photocopies or other reproductions of copyrighted material. Gerald Ford donated to the United 
States of America his copyrights in all of his unpublished writings in National Archives collections.  
Works prepared by U.S. Government employees as part of their official duties are in the public 
domain.  The copyrights to materials written by other individuals or organizations are presumed to 
remain with them.   If you think any of the information displayed in the PDF is subject to a valid 
copyright claim, please contact the Gerald R. Ford Presidential Library.  



~·--·~ 
/~.?'~ i. !_~ :: ~~~'--

/' 
/.-;_: 
: '-; 
: ~; 

__, 
0 

-1 
;1:1 
)> 
:z 
Ul· 
-c 
0 
;1:1 
-1 

~ ....... 
0 
:z 

Digitized from Box 4 of the Richard B. Cheney Files at the Gerald R. Ford Presidential Library



March 10, 1975 

TRANSPORTATION 

Areas in which funding could be increased in the transportation 
sector are briefly discussed in the first section of this Tab. 
A proposal to utilize unemployed workers in a program for railroad 
roadbed maintenance, also prepared by DOT, is contained in the 
second section. 

Proposals for increased expenditures in the first section include: 

1. Facilitate expenditure of $2 billion in impounded highway 
furids already announced. 

2. Release of further highway funds (beyond $2 billion). 

3. Increased funding of rapid transit capital expenditures. 

4. Increased airport funds. 

5. Increased highway safety funds. 

p. Change structure of existing transfer programs by waiver, 
deferral, or loan of matching funds. 

7. Make funds available for related, but presently ineligible, 
expenditures. 

8. New program of national railroad roadbed rehabili.tation. 
(Discussed at more length in second section of Tab) . 

9. Upgrading of Northeast corridor rail passenger facilities. 

10. Acce·lerated program of automobile scrapping and new car 
purchases. 

11. Rehabilitation of Federal or related facilities under Title X. 
(Jobs program) . 

Other Proposals 

12. Endorse no-fault auto insurance and develop an administration 
bill. 

13. Graduated expense allowance for company fleet cars. 
paper, Tab 11) 
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PROGRAt~S TO STIMULATE EMPLOYMENT 

The following list categorizes the types of actions in the 

transportation sector, along with three more general actions, that 

could be taken to stimulate employment. 

General Actions 

• Further tax cut or rebate. 

Increase in public service jobs . 

• Increased general revenue sharing. 

Increased Funding of Existing Transportation Proarams 

• Facilitate expenditure of already announceq $2 billion in 

impounded highway funds. 

Release of further highway funds. 

Increased transit capital funds. 

----- Increased airport funds. 

• Increased highway safety funds. 

Temporarily Change Scope .or Structure of Existina Transoortation Proar2ms 

Waiver, deferral, -or loan of matc.hing requirements 

o Availability for related but presently ineligible expenditures. 

New Transportation Prcqrams 

. Railroad rehabilitation . 

• Northeast corridor rail passenger upgrading. 

0 Old car scrapping/new·car subsidy . 

• Rehabilitation of Federal or related facilities. 
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GENERAL ACTIONS 

These are actfons which apply either to the whole economy or to 

very broad sectors. They should be used as a standard against which 

more specific actions in the transportation sector can be compared. 

Further Tax Cut or Rebate 

Pro: 

-Already in the works, could simply be made larger. 

- Broadest possible stimulus, avoids specific :ottlenecks. 

- Consumer sovereignty 

Con: 

Indirect effect only. 

Unemployed do not directly benefit. 

Economic uncertainty may cause higher savings rate and less 

converted into consumption. 

Increase in Public Service Jobs 

Pro: 

-Already in the \·lorks, could simply be made <"ger. 

- Direct effect on unemployment. 

-Could maximize ne\'/ employment per dollar b.Y :cncentrating on 

lower paying jobs. 

- High indirect effect due to higher than ave· ~ propensity to 

consume. 

Con: 
-. 

Danger of semi-permanent dead-end jobs. 

Possibly cumbersome to administer a massive .gram. 
~ -.; 
' -..: 

,., .. ·-
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Increased General Revenue Sharino 
;~ \ . 

. ·~.- ·.-:.· Pro: 

Forestall public sector layoffs no'fl occurring (e.g.~ New York City) 

- Broad, diverse choice of programs, not dictated by Feds 

- Existing program, just increase fundirq 

- Minimal Federal red tape required to impleme~t. 

Con: 

- Possible substitution of State/local funds 

Rigid allocation formula (though this coul~ ~e modified to 

reflect high unemployment) 

INCREASED FUNDING OF TRANSPORTATION pqQGRAMS 

Facilitate Exoenditut~e of Alreadv P.nnounced :2 3ii' ::n in Imouunded 

Hi gh1·1ay Funds 

FHWA is already devising administrative ·nays -:~:. speed this expenditure 

and eliminate bottlenecks. There are also 1egis~~~~ve steps that could 

be taken (e.g., waiver Df matching) that will be c:~sidered below in 

discussing possible changes in scope or structure .: existing transporta-

tion programs. 

Release of Further Highway Funds (beyond 52 billi~-) 

Pro: 

- Existing program, just increase fundi~q 

Highway construction expenditures ab0ut c: ~ant but physical 

-construction way down due to inflation 

- High unemployment in construction i ndvstry- < .-er twice nation a 1""-···-t.)-;::·:> .. 
unemployment rate /''·· -._., 

- Easy to start up nO\oJ; more difficult as me.~-;; construction 

fJrms leave the industry. 
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Con: 

Less effective per dollar in creating jobs than equivalent 

increase in consumer spending from tax cut 

- Probably more inflationary impact than in rest of economy-­

possibly some capacity constraints in machinery and materials 

-Energy intensive construction process and input iJaterials; also 

possible indirect inducement of more travel 

Discussion: 

Further release may be premature; FHH . .; estir.:::-:2s the present 

$2 .. billion can be absorbed this fiscal year; -:'or FY '.76, 

uncertain what level can be absorbed; what i~ optimal time in 

announcing? now, to allow gearing up for nex: FY? or in May 

or June, not to detract from speed of oblis~:~ng present $2 billion? 

Increased Transit Capital Funds 

Pro: 

- Existing program, just increase funding 

- Promote energy efficient mode 

Con: 

-Relatively limited backlog of projects at c :truction phase; 

· present construction schedules and equipmer: jacklogs are a 

constraint on rapid acceleration; not a pr~. :~of Federal funds 

- Probably similar to high;·:ay in terms of er.·: :::ent and 

inflation impact 

-More concentrated geographically and fewer .sas able to use funds . 

• 
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Increased Airport Funds 

Pro: 

- Existing program, just increase funding 

- High unemployment in construction industry • 
- J,f cJ p .,... o..H.e "!'ua ... -4- ~ · '- ~'ttl .... j- \,t.u -\-G. kCl l~1 ~ fi""o"f-« \AI'Io • 

Con: 

-Probably similar to high1·1ays in terms c.f esplo~ent and 

inflation impact (similar construction techn~1cgy) 

- A relatively small program 
~ Pro~otion of least enerav efficient mode 

Increased Hi qh\·:ay Safety Funds--

Pro: 

Funds typically used to cay salaries and ~ur:hase vehicles, 

therefore probably much more directly effect"f·.'e on emo1oyr;.ent 

than highway funds 

Existing program, just increase funding 

Con: 

-A relatively small program (hovtever, relate: State and local 

activity very many times greater) 

Potential for substituting State/local fu~d; 

-Likely to be .energy intensive (increased vs-~c1e patrols, 

driver education, etc.) 

' ,'• 
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TEMPORARILY CHANGE SCOPE OR STRUCTURE OF EXISTING TP..!.NSPORT PROG?.A.11S 
. : . 

"'·· .... ' 

These are actions which could apply across the board for existing 

transportation programs in order to facilitate the rapid expenditure 

of funds already available~ or in conjunction with increases in funds, 

as already considered in the previous section. In some cases Federal 

funding increases may not be effective because of other obstacles such 

as lack of matching or of available projects. In these cases the 

following actions may be useful. 

Waiver, Deferral, or Lean of Matching Reouire~ent 

Pro: 

- Work thru existing programs 

-Can be selective across programs, upon demons~ration that spending 

would accelerate (e.g., 2nd Ave. subway cut because city funds 

not available) 

-Broad applicability 

Con: 

- Matching is apparently not a big problem e~:~Jt in a few areas 

- For most programs, employment impact not ::: -::ood and inflation 

impact worse· than general economy stkulat.;-:n 

-Possible substitution of State/local fun~s 

-Legislation required affecting several st2~ ~es and Congressicral 

committees 

• 
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Availability for Related but Presently Inelioible fxpendjtures 

Pro: 

- Complementary with existing programs 

- Present programs largely capital intensive, this could shift 

to more labor intensive rehab. or maintenance activity 

- Low capital projects easier to get underway 

-Many existing facilities badly need rehab., e.g. off-syst2~: 

rural roads, old rail transit systems~ tra-~ stations. 

DOT already moving in direction of broade~·ft~ eligibility in 

1975 airport and highway legislation. Tr~~:i~ Act already 

.includes operating assistance. 

Con: 

- Federal red tape involved 

- Possible substitution of State/local funds 

- Legislation required for several statutes 

NEW TRANSPORTATION PROGRAMS 

National Railroad Roadbed Rehabilitation 

Pro: 

-Deferred maintenance an aGknowledged prob~~, on many railroads; 

accident rates soaring 

Capital availability to deal with rehab. ~-~e private sector 

not foreseeable 

Promote an economi ca 1 and energy effi c i en-. ·::de /.-:.:::·7"0 ·;· .. 

• 

/.:"' 

' 



-8-

- Construction less energy intensive than highway 
f· 

. •::· - Consistent with USRA plan for Northeast» Mid·flest 
'"l_. I 

·Con: 

- Employment impact per dollar and inflationary impacts similar 

in ma~nitude to highway funds, i .. e. not as good as general 

economic stimulation 

-Some foreign purchase of rail probably required 

- A new program, not easy to set up 

- Requires legislation 

Northeast Corridor Rail P3ssenaer Uoorqdino (about 925 million compressed 
. . 

over 18 months for track alignment, upgrading, bridges +tunnels, 

electrification and signaling, grade crossing elimir.ation~ fencing, 

interline connections to remove freight, yards and shoos) 

Pro: 

-Currently authorized; also consistent with USRA plan 

Politically popular in the region 

~ Pro~ote economical and energy e~ficient mode 

- Plans currently in existence 

-little likelihood of displacing private sector or State and local 

efforts 

- Can include labor intensive work such as st2tion rehab. 

Con: 

localized impacts, not nationwide in scope 

-Probably more startup time than highway ir\ .stment required 

Some foreign purchase of rail probably rea;__ ·ed ; -.,. 

: .: / 

'• ~- . 
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Accelerated Automobile Scrapping/Ne.,., Car Purchase 

·~. ' This would be a program of incentives for scrapping older, less 

~nergy efficient cars and purchase of new cars, which are more energy 

efficient and less polluting. One alternative cou1d be through Federal 

purhcase and scrapping of older cars; another through Federal subsidy 

of new cars. 

Pro: 

-Future auto fleet would become energy efficient earlier 

Expand employ~e~t in auto industry 

New sales would make available more capital for increasing 

future auto efficiency 

Enhanced air quality (though some questions re the catalytic 

converters) · 

Con: 

-Very costly ($billions) 

Administratively complex 

- Inequitable to subsidize new car buyers 

Possible increase in fatalities and injur~~s due to smaller cars 

- New car prod~ction consumes energy 

-Waste of resources to scrap the least ene·-:·' efficient cars, 

which are relatively nev: ('72, '73, '74 rrc .-s) 

- Encourage more driving 

- Subsidy may be absorbed by manufacturers 

• 
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Rehabilitation of Federal or Related Facilities 

Weeks ago DOT furnished the Department of Commerce a list and 

description of numerous labor intensive projects as possible job 

creating activities under Title X of the Emergency Jobs and Unemployment 

Assistance Ait of 1974. These amounted to some $70 million worth of 

work (about half of which was associated with the Northeast Corridor 

project, already noted above). Undoubtedly the amount could be increased 

with some more imagination. 

Pro: 

- Existing program (though ne~ administrative machinery probably 

needed) 

- Highly labor intensive--direct effect on unemployment· 

- High indirect effect due to higher than average propensity to 

consume 

Crm: 

-Danger of semi-permanent dead-end jobs 

- Possibly cumbersome to administer 
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ME~.~10RANDUM FOR 

WA'~HlHGTON, D.C. 7.0S90 

March 8, 1975 

L. WILLIAM SEIDMAN 
Assistant to the P:t.·esidcnt (or 

Econon1ic Affairs 
JAMES T. LYNN 
Director,· Office of Ma11agement 

and Budget 

SUBJECT: A Proposal for a Federal Job Suppol·t Program Oriented to 
the Maintenance :'\eecls of the U.S. Rail System. 

The financir1.l crunch being irnposed on the N2.tion's l';l_ill·oads by 
infl;:ttion ancl the depressed st<'-te of the eco'non.1y is having a particularly 

·adverse effect on the physical conclition of the 1·ail ncV.vork. Constrained 
to cut costs, rail 1nanagencer:.ts find it necessary to defer rnaintcnance 
and rehabilitation work and to furlough rnaintenancc .. of .. way employees, 
the class of worker who typically has the least an1ount' of costly job 
protection. This, in turn, leacls to more train accidents, rnore !'slow 
orders 11

, greater fuel consum.ption per ton mile, ·and reduced efficiency 
generally. Thus, the dow·nward spiral of a deteriorating physical plant 
leading to greater inefficiency and higher costs leacling to still _more 
deferred rnaintenance, etc., is being perYersely exacerbated by the 
way rail n.1anagernents are forced to cut costs. 

Att~ch1nent 1 to "this· n1en1orandum is. a concept paper outlining a specific 
program for helping the railroads to avoid having to defer their _planned 
maintenance work and enabling the1n to 1na~e a n1odest start in attacking 

. their large backlog of deferred maintenance on vital track segments. At 
the san"le tin1e, this progra1n would provide work for several tens of 
thousands of workers in an activity yital to this Nation's basic trans port 
systen1. Attachn1ent 2 to this n1e1norandum is a discussion of the 
various legislative approaches that n1ight be employed \Vere such a 
progran1 to be judged n1eritorious and consistent with the President's 
overall econo1nic policy. 

I co1nn1end this proposal to you for consideration. If you or your staffs 
have any questions or would desire an elaboration of any of the points 
raised here or in the attach1nents,. we would be happy to n1eet with you. 

r;.~ 4~ 0·'""· ohn. W. Barnum ' _,, 
·'----·· Attachments 



A Program to Initiate ~ore Intensive 
Pro 9 ram !·1 a i n t r. nan c c i Ji t ll e R u i ll' o .: d I n d us try ll t i 1 i 1. i n g 

Pl·csently UnL'1r1ployed :.'orkcrs 

PROGR/\!1 GOf-.LS 

The U n i ted S t a. t c s i s cu l' rent 1 y fi\ c c d ·.: i t h t h c pro b 1 c 111 of :';; j c r' 
unu1ployment and degcnct·.atcd rail ph:,'sical plant. This p,:-:.-J2l' 
will explore the extent to which both problems may be allevi­
ated simultaneously. 

8/1. C I~ G R 0 U t : D 

Uner'nl ovment 
---~"'------"-- ----

The cur r' en t rate of u n c ::' p 1 o y i'' c n t n 2 t i on 1·1 i d c i s 8 . 2 '; and t i; ~? 
r r c s i dent ' s F Y 1 9 7 6 Li u doe t est i !late s that t ~. e u n c: 1.; o 1 o '-' ,. : n t 
t· a t e of C Y l 9 7 5 \'! i 1 1 a v c r a g e 8 . 1 ;s d ~'·a p p i n g ~ o · 7 . ? 7~ · i n ~ C Y 1 9 7 5 , 
a n d 7 . 5 % i n C Y l 9 7 7 . I t i s n o t u n t i 1 1 0 8 0 ': h a t t h e r r' e s i d c ··, ·.: ' s 
b u d g e t a s s u r~ e s t h a t t h e u n e r: p l o y r: c: n t r' a t e v: i 11 d r c p b e l o '.1 ::< . 
The nat i on , therefore , i s faced I' I i t h a l abo r surplus •,; h i c h i s 
projected to continue at high levels for several years. 

Deferred !'~ir~tenance in the Rail Inr'.Jstrv 
-------···- -------'-'-- ·----------------------- ---~----------"-

The cost of restor i n g to "no rr1 a 1 i zed " con d i t i on all the t r c. c k ~ 
road~ays, bridges and structures used in t~e U.S. railroa~s 
is esti~ated at al~ost $7 .. 5 billion in curr2nt dollars. 
" N o r m a 1 i z e d " c o n d i t i o n i s d e f i n e d a s t h e c o n d i t i o n i n 1·i h i c h 
5 0 % o f t h e u s e a b 1 e 1 i f e o f t r a c k c. n d - o t h e r :J a t e r i c. 1 s r c ~~ a i 1~ s . . 
In view of recei1t US?A findinos ·in the ilortheast, it is 1il'.~1v 
t h a t 7 5 ~~ o f t h e t r a c k i n t h e U . S . i s a p p r o p r i a t e t o r e t a i n :: :1 d 
improve. Rebuilding this trac~age will re~uce estimated 
deferred 10c.intenance costs to $5.6 billion. Of these costs, 
approximately 32% are labor costs, 61% for naterials and 7~ 
for machinery and. tools. The estirated deferred maintenance 
costs of the U.S. railroads are- identified in the following 
table: 

Be q i.Q.Q. 

Eastern 

\!este1·n 

Southern 

($in nillions) 
P1·esent t'::tv:ork Reduced i~et··:c:-~: 

$ 3,940 

3,480 

20 

$ 7,440 

$ 2,955 

2,610 

1 5 
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T h c s e l c v c 1 s 0 f -r u n d i n <J a r c i n 2 d d i ti c n t 0 t h () s c c X }H' li (~ i t :H ,~ s 
pro~Jr.:u::~,1ed by thr. railroads -p-ric~r -to -th-e curr'~nt do•::nL<I':1-~n 
bus i n c s s . /\ d d i t i o n a 1 fun d s .:t n d ::: .: ~' s o n n c l 't! i 1 1 b c ;· c c; u i t -:: d t o 
1~1 a i n t a i n t h e t }' a c k a n d s t r u c t u i' ;; s i n t h e i u p r 0 v c d c o r~ cl i ::: 1 -:; n . 
T h c s c f a c t o r s J r e i 1 1 u s t r a t c d i n ::: h e f o 1 1 o \i i n g c h a t' t . 

ACTUAL 

S T R E f\t~ L It 1 E 0 S Y S T El-1 

$1.4 Billion 
Esti;:wtcd 1975 
Railroad 
f·ia i n~cnance 

r::.orosm 

/ / .. 
,/"_ ·~/· .' ~/ 

://, 
Labor 

'/ //j. 
,/ .· / ·_ .. //"/ 
. ////,/ 
. ·' / 

.$1.1 FJillicil 
Ci":tchup 
l~ia i nt c n{ nee 

.$2.4 Cillicn 
Re:qu i rc ci S '-::. r. C: l.X'.: 

t ·:a i n t e: n ·:: ~-. r: E 

Based uron the cun·ent rate of r turn on capital invcs;~--ents 
i n t h e i n d u s t r y , o n e n1 u s t c o n c 1 •... e t h a t t h e i n d u s t r y i s 
incapable of meeting this need t ro~gh either inter~ally 
generated funds or increasing its d~bt structure. This 
situation is reinforced durinlj ~~-e CUl'l'ent oconordc l'Cces-
s i o n VI h e n c a r 1 o a d i n g s h a v e d r c· :>? d s u :1 s t a n t i il 1 1 y a n d r :? ,. c: :~ u l: 
is declining. In short, the eccnc~ic erosion ts conti~~i~; 
and the anount of defet·red main:en.::nce is probably incre:asir'::! 
at an increasing rate . 

.. 

• 
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0 n e o f t h e s i 9 n i f i c iJ n t p u b 1 i c p o 1 i c y i s s u c s r a i s r: d b y iJ p " o •.; r .:: r1 
of Federal assistance relalcs to the usc of public ~unds to 
i up l' o v c f il c i 1 i t i c s i·l i t h i n p l' i v a t ~; i n d u s t r· y . '· ! c b c 1 i c: v c t I\ c 
p u b ] i c p u r p o s c s a r e s c r' v e d b y c r c a ti n g j o !J s d u t' i n g a p ,; 'r'i u d 
of high national unc1:1ploymcnt and rch.::::)ilitaLiWJ Jn ii:clustry 
\·t h o s e u s s e t s ·a ;~ e i' i1 p i d 1 y e r o d i n g a r1 d ·:: l1 i c h m Q y s o o n b e u n 2 ~ 1 e . 
to serve the economic needs of the nation. Thrse, in our 
v i e \<! , a r e a 1:1 p 1 e j u s t i f ·i c J t i o n f o r t h c:· u t i 1 i z a t i o n o f p u b 1 ·i c 
f u n d s . T h e p r o g r i1 m cl e s i rJ n , h o \: e v r; r , v: o u 1 d h a v e t o r c i n f o r c e 
the pub 1 i c p u t' pose s a n d 1: e \·: o u 1 d t c c c 1. ;.1 c n d t l: e f o 1 1 c ;·: i n <J : 

l. That the industry par-ticipate in the effort by providing 
a s i g n i f i c a n t a r:1 o u n t o f c o s t s h a r i n g ( m iJ. t c h i n '1 o f F c d :o I' a 1 
f u n d s ) . T h i s ':.' o u 1 d be a c c o '' p 1 i s h ::: d by r o q u i I' i r: g tl. c: 
sol v e n t c a r' r i e r' s to pro v i d 2 a 1 1 r~ a i n t c n 11 n c c ·· of--,: c. y 

. m a t e r i ·a 1 a n d e q u i p r: c n t u p t o J · n e s t i r;-- a' t c d t · .. ' o - t h i ·c d s o f 
the costs o( program maintenance. The Fcdcrul 5U:)port 
to these railroads would be li~i ted to labor costs 
i n c 1 u d i n g t r a i n i n g a n d e r: p 1 o y e e t: 2 n c f i t s \·.' h i c h •.! o u 1 d 
a m o u n t t o t h e r e m a i n i n g o n 2 - t h i I' d o f t h c p r o g r' 2 1:1. c o s t s . 

In the case of the current bankrupt or other marginal 
railroads, the r:1aterial and equipr:,cnt costs v·ould huve 
to be funded through USRA or some other Federal funding 
mechanism. 

Limiting Feder·al participation ucder this program to 
1 abo r c.o s t s ( \·t i t h the except i on of the bank r u r t car-
r i e· r s ) i s c o n s · i s t e n t \·/ i t h t h e · v i e •,; t h a t t h i s i s f i r' s t 
and foremost a job creation program supported by the 
Federal govern~cnt and n,t an effort to pay the full 
costs of maintenance in the rail industry. 

2. To insure that the program is additive and not in sub­
stitution of the current level of program ~aintenance 
in the industry the govern~ent ~hould insist on a 
maintenance-of-effort provision. 

3. It is estir~ated that· the pr·oposed t'ehabilitation pro~ran 
· \·1 o u 1 d t' e q u i r e f i v e y e a r s t o c c n :) 1 e t e . l l o ·,·: e v e r , t o f u r t ~~ 2 r 
emphasize that this is a job creation effort and ~ill not 
b e c o 1n e a p e r rn a n e n t a s s u m p t i o n b y t h c F e d e r a 1 g o v e r n n c: n t 
of all program maintenance responsibilities of the 
industry, a "tt·igger" should be used to initiate the 

/~/':~·~ :; ·;:, ;--. 
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.Pro g r a 1 1 d u l'i f! q p c: r i o d s of hi cd1 un c l'l :) l (' :-' iW 11 t c: n d to s t 00 

the cc;tmitJ:~c·nt of nr:~·J funds cluring the fi·ic yr:~Ji' !Jt:riv.i 
in \'.'hich the national UtH!i"plo.'/l'J:Ont rate falls Lc·lC:':.' 6': 
or sor~e other altcrn;•tive fi~1 urc fo1· .-~three t"onth 
p c r i o d . F x i s t i n g p r o j n c l s ( s u h 1'1 i t U: d i n o n c y r 1:.1 r :-; c c:. ' c: ,-. :: s ) 
\'I 0 u 1 d h e c 0 n t i n u c d t 0 t h c i r t (' r 1'1 i n 0 t i ,. n . s i n i l (; r t ( i r: •: :~· l' 
p l' o v i s i on s il 1' c no>·.' i. n c lu d c d i n t he u :i ': :·, p l o y 11 c n t i r,::, u :· ~ :~ c c 
progr011 and pub.lic sr:ctor cr,plo_y;·cnt :~r·o~lt'atn . 

.I To i n ·; u r e t h a t the p l' o ~i r .1m f u n c! s i1 r' e ~! t i l i z c d for I; i rJ h 
p,1yoff, hi~1h priority r·r::hJ.biliti1tion ~:fl"orts, the fu1:r:s 
\'! o u 1 d h a v e to be c o 1 ;"' i t ted to 1 a. i 11 tc: t • '' 1i c c p r o j e c t s 
according to DOT cst,::blished criteria. The c!'itcria 
s h o u l d e I'~ p h 0. s i z e t h c 1 :~ a j o r y a nl s , t r r 1 ~ ·i l!Z1 1 s , a n d ; · ;: i n 1 ~ r ~ 
routes to c nco u i' <~ ~J ~ i1 t' at i on a 1 , s t r c ;_ :' l ·; n c d r o i 1 n <::' -·~ · .. · 0 ;· t· . 
C o n s i d c t il t i o n c o u l d h 2 ~~ i v c n 'c o e s t i:l l ' l i s h i n g c r -j t. c~ r' i 2 

expressed in tcr1is of the nu1;hc;· of tc11S of ft·r.i~Jht or 
p a s s r. n ~: e r s· nov i n g · o v c: 1· . a p ;;. r t i c u ·1 c r l i n r. . T h c c r i t 2 l' i .:: 
\',' o u l d a l s o c n p h a s i z e ~ 0. f e t y f ,..,_ c t o r s . 

5. The additional '·:orker'S ,,.,;11 h~ r:1•ploycc~s of, 2nd pc.id c._.', 
the I' a i l r o a rl s . I n t u r n , q o v c 1· :1 1· r: n t f u n c1 s l·J i l l b r. 2 ·; ,::: ~ ! --

6 .; 

a b l e t o t h c c a r r i e 1' s f o r 1· 1 J c; e , f I' i n ~; r: c n d l i a b i 1 i t y :~ e · · -
rr: c n t s 2 n d t r a i n i n g e >: '; c> r~ s e s . T ;~ i s c r- ~-~ t •:: r' p l r.: t r· 0. ~ ;~ :- ": · · : · .. , 
a f f e c t e d u n i o n s a n d c ti I' 1'-i r: r s 1-! i l l n c- .:; o t ·j 0 t e a s c: ~) a r ?. t ·~ 
pro v i s i on i n the i r c on t r a c t s t c 2 ll o ·:: ·;'-'or a s p e c i 0 1 c i ' :: ~, 
of e r1 r 1 o y e e s . T h e p r ·i n c i r a 1 r l: c' c r a 1 ~' ,; s t l' i c t i o 1; s o n ~ i c: 
negotiation process 11ill re :.f:;:;t the ''tc:·pot'al·y" t~ct: ~:: 
e 1 i 9 i b 1 e for e i the t s c v c r a n c c i:.' 2 y o r ~ r: c J ;'~ e n cl i n t (; ,. : n -:. ::.: , 
a n d t h a t t h e r e be n o 1' e l o c a t i c n ~-- e s t r· i c t i o n s , i r<' o s ·:> d . 

T h e r e c r u i t 1"'1 e n t p r o 0 1' am 1·1 i 1 1 b e i n i t i ~ l l y a d m i n i s t c r -:: d 
by t h e R e q i o n a 1 P a i 1 1' o .: d P. e t i r c: · c: n t r c i: r d s i n 2 0 c. h c! r- c :. 
u n t i 1 f u t' 1 o ugh e d r a i 1 road e r:o p 1 ·J :; r: e s c. ~· e ex h 0 u s t c d . 
U n e r' p 1 o y e d P1 a i n t e ran c e of I·' a _v c: i' D 1 o y c e s i·' i 1 l t-> e q i v en 
f i r s t I' i ~ h t of r e f u sa 1 . fl. f t e t' the r a ·; 1 road 1·· or:· e: r ;:: o c ; 
i s e x h a u s t e d s t a t e u n 2 n o 1 o y r~ e n t a o e n ci e s 1·1 i 1 1 2 l~ ; : i n i s ~ -~ ~-
r e c r u i t r: e n t p 1' o 9 r a 1-:: s . T r a i n i n o \·.' i l 1 b e !; a n d l e d o n :: 
r c 9 i o I' a 1 b a s i s i·.' i t h s t a t e a ('] c: n c i e s r c s f• o ,· s i f) l e f c r t " ::: ' ·· 
i n g a d F1 i n i s t t' a t i o n c. n d D 0 T t' (: s ~: o n s i b l c- f c r p r o ~ r c: :·~ c :::· r' ·: :: '~ : . 

T h e p r o g r <m 1·1 o u l d b e a ci rli n i s t c: ,. e d b ii r< en ( F R ,ll. ) ::; s a 
grant pro9ram. The funds would ~e allrr~ted by FR~ to 
i n d i v i ct u a 1 r a i l r o a d s b a s e d o n p r o j c: c t <i p L' 1 i c a t i ::-- ~~ s . 

• 
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applications '::ould have to substJntiatr a pal·ticltlar 
r a i 1 r ott d • s tt h i 1 i t y to f u n d the mat c r i J 1 s .:: n d e r! '·' i pi ~ ,; n t 
costs as \·:ell as the ability to procul'C the rldtcrials. 
U S R,'\ { o r o t h c r F e d e r a 1 f u n d i n g m e c h a n i s r1 ) \: i l 1 f i n a 11 c c 
e c: u i p rn e n t a n d r:1 a t e r i tt 1 s f o t t h e b a n k r u p t c a I' r i t? l' s . 

BEliEF ITS· 

I n r c s !) on s e t o b o t h t h e h i fJ h n a t i •J n a 1 u n c n: p 1 o y r·· c n t i' a t e a s 
\'I e 11 a s c r i t i ·c ;:1 1 n c ~ d s i n t h e r a i 1 r o o d i 11 d u :; t l' y , \: c h; 1 i (: •; e 
a unique opportunity exists to undertake a Federally assisted 
e f f o r t to e x p o n d c u l' r e n t p ~' c CJ ~' 2 :-n i 1 a i n t r: n il n c e i n t h e i n d u s t r y . 
This expansion \:ill provide ,;r]ditional jobs not only in -~h2 
r a i 1 r o a d i n d u s t r y b u t a 1 s o ·:: i 1 l h a v e a s u b s t .::. n t i a 1 i 11 d i r r-· c t 
job-creating effect on SUPi'Or'ting industries (e.g., ste:el, 
1 urn be r , eq u i p 1o; en t , etc . ) . 

l~aximum r1aintcnancc-of-·.·ay (:~Cl\!) er,ployi.~cnt in 1~/t]. •:c!S 

rough 1 y 9 2 , (' 0 C1 c: 111 o 1 o :' c e s . Current 1 y u n e ;•1 p 1 o y e d r a i l 
\'!or k e r s i n c l u d e l 0 , 0 0 0 : · (: '.-: !H: !' s o n n e l , h o ';; G ~,; e r , a n a d c! i -
t i on a 1 2 0 , 0 0 0 r a i 1 i ~ 0 ~·! e r. p 1 o y e e s a r e a n t i c i p a t c d t o h e 
furloughed hy June 1975. 

A n e s t i m a t e d t o t a 1 o f 3 Cl , 0 Q 0 t l~ a i n e d r a i 1 : : 0 1.·! \·: o r k e r s 
will be une~ployed by June 1975. This force is capable 
o f - be i r1 g p u t b a c k to \·.' o r k o n a n i 1'1 r;: e cl i a t e .b a s i s • I n 
addition , 2 0 , 0 0 0 n e \'! t·t or k e r s co u 1 d bene f i c i a l l y b •2 used 
for rebuild prograMs ba~ed on estimates of available 
material and machines. This level of 50,000 ~or~ers 
v:ould bring the anticipatsd level of ;~O'·! \·iorkers to 
112,000. This would require a funding level of $000 
million annually. The initial funding level should ~e 
$500 million for the initial fiscal year due to startup 
timing. 

These p t' o g r a 1'1 d i r: ens ions 2 r e p l' e l imina l' y e s t i I'~ u. t e s and 
n e e d to b e r e f i n e d . T h e a c t u a 1 c o !;1m i t I" c n t o f f u n d s 
would be dependent on the ability of the industry to 
generate the matching share. 

/';~~\: i} ( ') 

/ "',') 
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E f f e c t o n R c 1 a t r d I n rlu s t l' i e s. 

I n ad J i t i on , o f co u l' s e , t h ~~ t' e i s a n i n d -j r e c t c 11 r l () y:' c n t 
e f f e c t o n t h e a 1 1 i c d i n cl u s t r i c s . T h e L a b o r [) c p a r 1: ~~ :: n t 
h a s c s t i 11 a t e d t h a t f o l' c v c r y o n e b i 1 1 i o n d o l l t1 l' s s r' r; n t 
o n p l' o 1J r <1111 1:1 il i n t e n cW c e o v c ~~ a f i v e y c a t' p c r i o d t h c r e 
vii 11 b c a t1 i n d i r c c t c 1:1 ploy t:H: n t c f f e c t of 3 S , 0 0 0 p c r 
y e a 1~ • T h e 3 5 , 0 0 0 j o b s 1·: i 1 l t a p c l' d o \·: n to a p p r o x h~ a t c l y 
30,000 jobs at the .end of five years .. 

Enerov _::. __ ·-- .. _.,_ 

Studi~;s novr under':'ay 1:!ithin the FRA clc<nly indicr:ttc thi1t 
\'! h i l c :' o to r c a r r i a g e i s r~ o r e c n :: r q y e f f i c i c n t i n n i c l: i n g 
up and delivering s1~1ll 1ot>cls, r'ai1 transportat-ion is 
c 1 e a r l './ 1 :1 o r e e f f i c i r: : 1 t f o r 1 o n g - h i1 u l t l' ,J n s p o r i: a t i o n . 
\ol i t h a r e h u i l t r i CJ :1 t - o f - 1: a y , s o r: e p o r t i o n o f t h e 1 c n g -
d i s tan c e t r a f f i c n o \'1 r: o v i n g by t r u c k ':! o u 1 d b e d i v c r t c d 
to t h e 11 o r e e f f i c i e n t. r a i l s y s t c 111 • 

R e b u i 1 t r i g h t s - o f - · .,. a J v! o u 1 d il> p r o v e t h e s a f e t y , s r '-' c d a n d 
.qua 1 i ty of ;; ass en r:; e r t r-· a i n s c r vi c c offer c d by .: .. c; t r ,:; k ;, :1 d 
t h e 1' a i l r o a d s . T h i s r e v i t a l i z e d r a i l p a s s 2 n g c r s e r v i c e 
\'1 o u 1 d o f f e r a r e 1 i a b l e , e n e r g y - e f f i c i 2 n t a 1 t e t n a t i v e t o 
i n t e r s t a t e a u t om o b i 1 e a n d a i r t l' a v e l . 

5 . Ir.~s_b_t s e_r v i ~ 

Improved track will increase reliability and speed of 
f r e i g h t s e r v i c e , a l 1 o VI i n g s h i p p e l' s to a c c u l' a t e l y p r :: d i c t 
a ·sh i p r1 e n t 1 s a n· i v a 1 t i r, , e n t -i t s d e s t i n a t i o n ; t l~ e J a r d 
congestion and service interruotions common today ~ill be 
alleviated. As the service improves, so should railroad 
r e v e n u e s a n d r a i 1 1 s 1;1 a r k e t s h a r e . 

C 0 t·! S T R .f\ ItH S ----· -- ---~-·----

1 . 0 n e o f t h e s i g n i f i c a n t co n s t r a i n t s i n t h i s p l' c g t' an ,., a y ') e 
t h i s n a t i o n 1 s a b i 1 i t y t o p r o d u c e 1' a i 1 s . P r e s 2 n t d c r ' e s t i c 

. r o 1 1 i n g c a p a b i l i t y for t' a i 1 s 1 i 1n i t s ann u a 1 prod u c t i c n to 
one million tons which also has teen t~e rate of rail 
i n s t a l 1 a t i o n i n t h i s co u n try . 11 o ~·;ever , v: e no \'1 e s t i 1, G t e 

r·""fc:?:~-/"t-· ~· 

l ~;;. . 
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t h a t a s a r e s u 1 t o f t h c c 'J ,, t c n t r: c C' n om i c d o ·:: n : u r n , t 
1

·: e 
i n d u s t r y h a s c u t b 0 c k i t s ~~· d 1 n t c : 1 :: n c c p ,. o 0 r J ::~ s by ,; L' 1) u t 
?.0%. Consequently, \IC ass,;;··.c U:;;t Lhcr2 1'0.)' h0. a~J;)f'')Xi-
m a t e 1 y 2 0 ~~ d i f f e r c n c e b c t •,· c c n ; :>J. x i m u m r a i 1 p r 0 d u c ~~ i c n 
c a p a b i 1 i l y a n d t h e c u r r c n t r a t e o f u t i 1 i z c:; t i c1 n . S l: o IJ 1 d 
t h c c con o r1 j c do;·: n t u r' n co n t i n u e , t h i s d i f f c I'~= 11 ~: i i1 t i on i s 
1 n~ c 1 y t 0 9 r 0 \'I • I n i) d d i t i 0 !l ' s h () i' t- tl: r !11 r a i 1 s ll p p 1 c I i c 11 i: s 
tnay be availo.blc from foreis;n sou!'ces. . . 

2 • T h e a b i 1 i t y o f t h e s o 1 v c n t c 2 t i' i e r' s t o 9 e n e r a t e t h e ~:; 2 t c h i n 'J 
s hal' e c:t n d the i n d u s t r' y • s 2: :1 i 1 i t y to absorb add i t i c n a 1 :·· 0 i n .. 
t c n a n c e VI or k e r' s \'J i 11 d e t c 1 ·: : i 1·; e t \1 e u l t i11 a t e p r o r_; r ;}!".1 l c \' ~ l . 

3 . Labor m us t d cr. on s t r a t e a ; -,:;a s u r e of fl r~ xi b i l i t y t::: y .:-. c u: :1 :~ ·1 ,-, ~:1 
the special nature of the FeO::ci'e.l c:1ploy;~cs intrcduc:d :..~y 
this program. 

j~~~D~~~o-~~~. 
/ "' ( 
/ ."~ 
'· ,._< 
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ALTERNATIVE LEGISL1\TI\rE '/i·:JriCLI<S FOH 

HAILHOAD PUBLIC \'/OHES PWJCHAM 

This paper cxan1incs five legislative str?h:,_;;ics for proposin~ a rail~o1·iented 

public works prograrn: 

Surface Transportation hnpro·:cil·:cnt Act (STIA) 

1975 highway legislation 

Arntrak legislation 

Erncrgency Jobs and Uncrnp1-o;Tr"ie:::t /\.s5is'lance Act uf 1974 

Legislation for this purpo~;e o:::ly. 

The following c>.nalysis of these options }:::ls led us to the concl,:·.-;;.:;n t1:at 
amendrnent to t}ie Emergency Jobs .\ct i.s the n1ost advanta:;r;,_;•_.s course for 
the Adrninistration to pursue. The De;)2. rtr;J.ent of Tr2.ns1)o n;-~t:r;n 1·econ1n1e1Hls 
that the Adrninistration choose this alten:ati·:e if a decision is l·r:'"-de to go 
forward with a railroad public \vorks prograrn. 

General· Considerations 

I 
f 

f. 

" 
t 
t • I' 
I' 
! 
t 

f 
Before examining these individual options, there arc some gcr:.eral considerations [ 
to be borne in n1.i.nd. First, there is an irr.portant choice arnong criteria to be t 
used in selection of a vehicle. One can either try to speed t1-:e passage of the f 
proposal through the Congress (in \Vhic"-1 case single-purpose legislation would 1 
tend to be favored), or try to use the pr:.:)lic_v:orks progran1. as a "sweetener" i 
to 111ake other legislation n1::ne attracti\·e. ! 

Another i1nportant concern is the lcgisl<>.tin:: con1p:-... tibility of t1:c lnblic works 
prograrn with other programs to v-:hich i.t might be attached. :\ gc:1cral problen1 
he r e w o u 1 d be t h e p r c s \.lln p t i v e 1 y t c 111 p o :r?.. ::: y nat u r e of the public .,,,. o r k s pro g r a n1. 

If it is cornbined with son1e rnore perrnz,nent progran1. in a sin_;le piece of legis­
lation, it may beco1ne difficult, in fact, to treat it as ternpo rary. .-\dditionally, 

• 

~· 
l 
~ 

l 
! 
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there 1nay be :;rrcific aspc·cts )f the various lc!_:i·;lat>:c nptit>ns discu~-;scd 
below which woulc!Jn,dch n10rc or less '.'.'ell '.Vi1h a r.,il--•)rir·ntr;rlp•d>lic 

· \Vorks p;·ogr;un. Tl11·.se v1ill be brought out in tho:::'c .1i:;cussions. 

STIA 

In one sr~nsc a rail-oric_11ted public works progran1 \,·r.:.ulcl fit \Vcll ·.'.·ith STIA 

in the s~_·nse that it is a railroad bill and tln t the cun•::e:pt of sonic i-:.ind af Fcc1ei·al 

financhl aid to the r<Lilroac1s has :tlready been phi1o~c;·;phically c1nhrace:d in the 

bill. The progr<un 1s 1 'ternporarinc~ss" nlay be a pro:·lcrn here since the STL\ 
would not be vi cw eel as 1 cgi s la tion ex pi ring a nyl i nw ::; oon. Sine c our r cgula tory 

reforn1 efforts in the Con:_;rcss arc alrnost always u;--\:ill battles, t 11crc is son1c 

attraction in the iflca of using the p•.1blic \vorks pn);_-;;.n1 to 1novc STL\ :·dong. 

On the other b~tnd, \'."hilc possibly 11dping speed ti:e ;_:c:ssage of STL\, a ;;u.blic 

works progran1 ·.vould 11ot.ncces:-;:tri.ly serve to c:-:s,_n··~ tl1at the specific 

regulatory i"cforrn provisions \vo;dd rcn1ain·in the [:-:;:.-r-n we desire since the 
Congress would be free to change these provisic,ns ic ,~ny event.. Once the 

Adrni.nistration had introduced a public wor:.Zs pros2·;-~~:1 with consi(2crablc 

ballyhoo, a threat to veto it would probably 11ot be ·:c·:y effective. 

There is also sorne appeal in the notion of con1.oi.1,ing the concept of a 

Federally assisted interstate rail system in the sc.m.:~ statutory hanlc'.'.'ork 

with an interstate high\vay system. This approaci1 2.l:::o raises the prospect 

of financing railroad public v:orks acti"vities. out of t1:e Highv. .. ay Trust rund 

(suitably renamed as the Surface Transportation Trust Fund). 

However, it would be difficult to imagine a legislative vehicle n1ore li~cly to 
give pennancnce to a tcrnporary program than the Fe:deral-aid highway 
legislation. Further, the current thrust of the Acmi.::.istration is to reduce 
the revenues flo,ving to the High,•:ay Trust Fund (\\·it!-:out cutting taxes) and 

to tie it exclusively to the Interstate Systcrn with a vi.ew to evt:·ntually /c-,asing 
it out. It n1ust be noted that we arc crnbarking on a .:_"airly contentious course 
with the high,,:ay legislation in trying to restrict the <!.?plication of the trust 
fund and in other aspects (notably trying to rescind 1_;r.uscd hi~h.,•:: .. y ac::horiza­

tions}. Thus, the i:lclusion of the public works prograin could well \\·ork e>.gair:st 

us tactically in the sense that the . .;.dministration cot'.l-1 be portrayed as 
obstructl"ng its own job-creating program because of sticking to sonl.e fairly 

obscure (in the public sense) principles on the highway legisbtion. 

, . 

• 
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.Incorporating a pub!ic \'/Orks cffnrt in the 1\ndr.-·k lt~gishti<Jn :1nrl w;ing the 
i\rntrak network as a starting Foint for the 1chabilila.tion l'ffo rt, iL;C>]f. 
would bring the :\dn1ini~;lr~linn a f<tir :;i:;;c p(>lif.ic.ll lJonus in the :>t nse that 
doing son1dhing for intercity pz,sscngcr sc·rvice i"s proh~hly pup•tlar and 
we would prol)ably he spcndin:; the rnoncy :my :;ay. On the other h:llld, 
there is such a thing as appc<1.ring too conlii~iHcd to c:-;tr·n:>ive rail 
passenger service ancl .. a 1najor Federal conltnitrncnt to upgr<tde these 
li n e s rn i g h t c n c o u rag e !\ rn t r a k t o c h: v c 1 o p c· :-, p L' n s i v e " o t i ') n s ~t b o nl non - c o s t 
effective, l1igh-:>pcccllrain :>cn·ice outside the northea:c;t corridor. Of 
course, this latter danger is pr•Jh<•.bly an inhc1·cnt part of the public works 
progran1 in any event. Finally, inclusion of the public works cffod in 
Arntrak legislation would cerl~:i;1ly ·.vork against us on the lcn'\por<l.rincss 
count. 

Erncrgcncy J0bs. and Uncinn1oyi-.c1cnt Assist;.nc:c /\ct of 1974 
··- -----..:~--------------~·------·- _ ___.jo,..__ ________ ------- --~------------ ---------------- -~-------

Since this act is already law, the lc~islativc vehicle for a rail--oriented 
public works progran1 would 1::-c··:c to take the forn1 of an 2.11'\cndrncnt. A 
major point i~1 favor of this cl1c•ice is that Senator Ih1cklcy has ahcMJy 
introduced an arncndrncnt to the statute that closely parallels the proposed 
railroad public works progra 111. . This approach would have the advantage 
of placing our effort in a public t.vorks context which '.Vould presmnably '.':ork 
in our favor as far as the "ternporarincss 11 problem is concerned. :\-forcover, 
it would appear to be a relatively sin1ple vehicle to usc in the sense that we 
would only have to change the dollar ~uthorization 2.nd not tan1pcr with other 
aspects of the structureof the progra1n. The existing statute does contain 
a provision that the rnoney must be used only in areas of the country where 
unemployrnent exceeds 6. 5 percent. but it 1night be fairly sirnplc to rnodify 
this provision if it appeared that it would interfere with a rational upgrading 
of the ::nainlines. 

Special Legislation for this PurDose 

. The priinc advantage of going this route 1s speed and not rnucking up other 
p-;rogran1s. We lose the potential of using the public works progran1 as a 
spur for other pieces of DOT lcgisfation, but, as has been noted above, 
this potential may \Vell be illusory. 

.. 
'·; - -
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Bas i cal 1 y a i' c i1 son 0 b 1 y s t I' u c t u r c d b i l l that co ul d b c r! •. 1 s i l y 
(Uil c n d e d t o l' c f l e c t J\ d li ii n i s t r a t i o n p o 1 i c y . S u ~J ~ c s t c: d c ilc' n ~ c s 
include: 

1 . T i t l c I 'I , S c c t i o n 4 0 l ( a ) f1 d d t o 1 i s t o f p o t c n t i o. 1 p r o j c: c t 
can d i d a t c s 11 y <:i l' cl s and 9 l' .::de c r' o s s i n <J s . 11 J\ 1 so p 1 a c c~ J c :) 1 on 
a f t c r 11 t h c; i r' r i 9 h L s - o f- 1·: a y t: n d s L r :: r: t u r' c s , i n c l u d i n g : 
m a i n 1 i n e t I' a c k s ... 11 to res t r i c t l,-, ~; !J u a 9 e fro rn i n c 1 u d i r:,-g 
branch1ines. 

· 2 . T i t 1 e I V , S c c t i o n '\ 0 l ( c ) ( 2 ) To c 1 c r i f y , Zt cl d '' c o u 1 d 
o t h c n·: i s e be p c r f o r: ~::: d by t h e c u lT i '~ ;· b 'I 2 r.~ n 1 o vi?~: s i~ c ~ '.i .:1 ll '/ 
g_n __ t_h_9~ _,p_ayr __ oJ_L __ a_t _ t~,_e __ t..iL~?._.Q_ f __ Qf?fl 1_ i_~_0_t_j_()-_ri · ·c:f~" f~1 g . . . . · ··· · · 

3. Title IV, Section '~01 (d) To clc1tify add 11 protcctivr: 
a r r l'Ui 9 e r.i c t s u n de t .? .. 2J~J j_~_i1_2l_~ 1 c: tor s:__o_nJ __ r·_~_c __ t_?_ or -~ h c I n ~: ~? r­
state .... " 

4 . T i t l e I V , S e c t i o n ~~ 0 ~ ( 2 ) S h o Li 1 d b 2 ; ·, o d i f i c d t o i' c: ~= 1 :: c t : 

1 • T h e p r i o r i t i e s f o t h i l' i r. g o f ( i n or d e t ) : 

- Uncnployed maintenance-of-way workcts 
- Unemployed railroad workers other than maintenance-

a f- \-1 ay_ 
- Non-railroaders 

2 • T h e a d m i n i s t l' a t i v e p r o c e s s e s i n h c r e n t i n t h e p r i o r i t i 2 s , 
i.e., the Railroad Retirc~ent Eoard would be respo~s~~1~ 
for r ecru i t i n g .:. n d coo r' d i nat i r g ref e i' r a 1 s of r a i l r c 2 d 
"' o d~ e r s 1·1 h i l e t h e S t a t e U n e r:1 p 1 o yr.~ e n t t, g e n c i e s v: o u 1 d b 2 
r~sponsible for others. 

5. Title IV, Section /,02 Change to $500,000,000 fo1· the init~c.: 
year and $900,000,000 in subsequc:nt years up to five yeo.!'s. 

6 • T i t l e I V , S e c t i o n -~ ') 3 ( a ) T h i s s c c t i o n s h o u 1 d r· e f 1 e c t 
changes in Title IV, Section 401 (a) 

7 • T i t l e I V , S c c t i o n tf 0 3 ( b ) t i o d i f y t 11 i s s e c t i o n t o r e f l c' c ~ ·: !; 

a u t o 111 ii t1 c c u t o f f o f a p l 1 i c a t i o n s , 11 i1 e n u n e 1;1 p 1 o y r;; e n t 1: i n t s 
on pn~determined level. 
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CYrHER TOPICS AND PROPOSALS 

Incomes Policy 

The recession has resulted in a reduction in inflationary pressures, 
and in turn fewer calls for wage and price controls. There is, however, 
some continuing congressional interest in strengthening the powers 
of CWPS (e.g. JEC proposals, Tab 12). 

Food Production and Marketing Policy 

Recent emphasis has shifted from the issue of controlling 
exports to that of reducing impediments to fully exploiting grain 
export potential. Proposals that have been suggested in the 
farm and food policy area include: 

,. 
1. Review agricultural programs such as acreage allotments, 

soil bank, and acreage reserves in light of today's needs 
for increased production. (House Democratic Leadership, 
1/13/75). 

2. Establish a food export monitoring program. (HDL) 

3. Re-establish a national grain reserves system. (HDL) 

4. Improve competition and efficiency in food processing and 
distribution sectors. (HDL) 

5. Freeze food stamp prices. (HDL) 

6. Focus anti-trust investigations on the food processing 
industry. (HDL) 

7. Freeze food stamp prices, and reduce certification period 
from 30 days to 15 days. (AFL-CIO) 

8. Review Defense Appropriation Acts requiring purchase of 
specified food items from domestic sources, and introduce 
flexibility to modify these practices for domestic food 
price stabilization purposes. 

9. Explore replacement of crop disaster payments by an expanded 
and actuarially sound crop insurance program. 

10. Review fee schedules for private interest grazing on public 
lands to improve efficiency and raise more revenues. 

' 
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A paper submitted by USDA included in the first section of this 
Tab addresses the following topics: 

1. Farm and food price prospects. 

2. Shifting Disaster Assistance to a program of expanded 
crop insurance. 

3. Status of legislative proposals. 

4. Farm bill congressional status. 

5. DOD food purchases. 

Other Proposals 

1. Consider purchasing selected materials to augment Federal 
stockpiles, if permissible under existing legislation, or 
introduce legislation to permit purchases and sales for 
"stabilization stockpile" purposes. (Commerce paper, second 
section of this Tab) 

2. Establish a permanent committee to review adequacy of 
productive capacity, monitor investment plans, and identify 
emerging problems that may result from imposition of health 
or envirorilllental restrictions. 

' 
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DEPARTMENT OF AGRICULTURE 
Orf"ICE Or THE SECRETARY 

WASHINGTON, D. C. 20250 

SUBJECT: Information Update 

TO: Marvin Kosters 
The White House 

March 5, 1975 • 

Per your request attached is a rundown on: 

1. Farm and food price prospects. 

2. Shifting Disaster Assistance to a program of 
expanded crop insurance. 

3. Status of legislative proposals. 

4. Farm bill congressional status. 

5. DOD food purchases. 

Let me know if you need anything additional. 

·~auJ-S~ 
J. DAWSON AHALT 
Staff Economist 

Attachments 



Although fann prices have declined significantly in recent months, 

the bulk of the declines have been confined to the crop sector. Prices 

received for all farm products have declined nearly 8.5 percent since 

November 1974 with crop prices declining over 15 percent. The major 

declines in crops occurred in food grains, oil-bearing crops and 

potatoes. Livestock prices have declined only slightly from November 

levels. The key factors behind the declines relate to the sagging 
.. 

domestic and world economies, sharp adjustments by the livestock sector 

to reduced feed grain supplies and record beef cattle inventories, 

and the potential 1975 record crop production. A turnaround in economic 

conditions coupled with a repeat of 1974's weather-reduced production 

could turn farm prices sharply upward in coming months. 

Retail food prices increased about 2 percent from November to 

January with the major increases occurring for sugar and sweets, non­

alcoholic beverages, cereal and bakery products, and several processed 

fruits and vegetable items. If recent price declines for agricultural 

commodities persist and consumer demand slackens in response to deterio­

rating economic conditions, the rate of increase in retail food prices 

may moderate. However, commodity markets are likely to remain extremely 

volatile. If there were ra~ewed strength in farm prices, there could be 

even sharper increases in retail food prices in light of continued cost 

pressures associated with food marketing and distribution. 

' 
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Shifting Disaster Assistance Toward a Program of Expanded 

Crop Insurance 

The Department has proposed legislation to revise the Federal 

Crop Insurance Act to permit expansion of crop insurance on wheat, 

cotton, corn, grain, sorghum, and barley. This program will 

obviate the need for disaster assistance as provided for in the 1973 

Farm Act. This proposal would provide assistance to those producers 

who would be willing to pay for protection. Disaster assistance 

outlays under the 1973 Farm Act totaled $592 million in 1974/75. 

The proposed legislation would make loans available both under 

the Federal Crop Insurance Corporation (FCIC) or any private company 

providing such protection. This program would of course be considerably 

less costly to the Government due to the fact that beneficiaries of the 

program would share in as much of the cost as possible. An additional 

element of the proposal is expanded authority for reinsurance of 

private carriers in order to encourage participation by the private 

sector with the hopes of reducing the Government's role. 

The proposed legislation is currently at OMB for review. 

' 
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Status of Legislative Initiatives 

Rice -- a draft bill has been forwarded to OMB for clearance which 
inCOrporates the following basic features: 

\ 

1. Effective for 1976 and 1977 crops. 

2. Target price of 7 cents per pound for 1976 crop, 
escalated in 1966 by an escalator identical to the 
one contained in the 1973 farm act for feed grains, 
wheat, and cotton. 

3. Loan level at not less than 60 percent of the target 
price. 

4. Open-ended production to allotment and nonallotment 
holders. 

5. Acreage allotment (payment base) of 2.0 million acres. 

ELS Cotton -- a draft bill has been forwarded to OMB for clearance which 
incorporates the following basic features: 

1. .Effective for 1976 and 1977 crops. 

2. Target prices set at 170 percent of the upland cotton 
target price. 

3. Loan level at between 170 and 200 percent of the 
upland cotton loan level. 

4. Open-ended production to allotment and nonallotment 
holders. 

5. Acreage allotment (pay base) of 81,400 acres. 

Peanuts -- the Department is currently reviewing options, and a draft 
bill could be submitted to OMB for clearance in the next 10-14 days. 
The proposal to be-submitted will: 

1. Be effective for 1976 and 1977 crops. 

' 2. Be a target price proposal. 

3. Permit open-ended production. 

March 4, 1975 



Farm Bill Congressional Status 

March 4, 1975 

HOUSE: 

Dairy Subcommittee reported an amendment: 

(a) Raise dairy supports to 85 percent of parity 
through March 31, 1977, and 

(b) Requires Secretary to establish this support 
quarterly. 

, 
Grains Subcommittee reported out an amendment on target prices 
and loan levels for 1975 to wit: 

Conunodit);: Target Loan 

Corn $2.25 $1.87 

Wheat 3.10 2.50 

Soybeans 2.2 times corn level 
about $3.91 

Cotton Subcommittee's amendment put loans up to 18 months rather than 
present 10, loan at 40 cents, and 48 cents for target for 1975. 

The full House Ag. Committee met March 4, 1975, to take action on the 
above amendments in a proposed bill vhich probably will be entitled, 
"The Emergency Agricultural Act of 1975". 
SENATE 

Completed hearings and plan to report an Agricultural and Anti-Depression 
Act of 1975 at later, unannounced date. 

Therefore, are able to act immediately, if pressured, on the House 
Emergency Farm Bill of 1975 • 

• !,.-... 

:' !, 
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DOD Food Purchases 

DOD attempts to coordinate their activities with USDA in two 

ways: 

1. They try to coordinate their purchases so they are not 

in the market at the same time as USDA. 

2. They talk to USDA people regarding market conditions and 

program changes. For example, last year they switched their 

purchases from good to choice beef at about the same time we 

proposed a change in beef grades. 

Despite these efforts, there is a feeling on the part of some 

here that DOD does not stay closely attuned to changes in economic 

conditions. Purchases seem to be more strongly governed by the menu 

planners than by the economists. 

' 
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UNITED STATES DEPARTMENT OF COMMERCE 
The Assistant Secretary for Economic Affairs . 
Washington, D.C. 20230 · 

February 28, 1975 

MEMORANDUM FOR Honorable L. William Seidman 
Assistant to the President 

for Economic Affairs 

FROM: James L. Pate /1. .~1. 
Assistant Sec~tary 
for Economic Affairs 

SUBJECT: Short Term Measures for Economic Stimulus and 
Hardship Relief 

The following are suggestions to help stimulate the economy 
or to provide relief for those individuals and groups that 
have been especially vulnerable to the hardships imposed by 
unemployment and inflation. In all cases, these suggestions 
can be initiated for a short time period, six to nine months, 
and then terminated so as not to provide a stimulus after 
the economy is well along the path toward recovery. In some 
cases, these suggestions will result in higher Federal 
spending or lower receipts and will increase the budget 
deficit. This has not been a factor in considering these 
suggestions, however. In some cases, Congressional authori­
zation is required. Finally, in some cases, a suggestion 
could be listed under both the economic stimulus category or 
the hardship relief category. It is listed only once, 
however. 

Suggestions to Stimulate the Economy 

1. Eliminate Overwithholding of Individual Taxes. 

The IRS withholding schedules can be changed in order to 
return to the withholding rates in effect at the end of 1971. 
This would substantially reduce the amount of overwithholding 
of personal income taxes on calendar year 1975 incomes and 
would be realized during the next six to nine months. 
Depending on the amount of stimulus desired, the withholding 
schedules can be changed so that the current tax liabilities 
are reduced by more than the amount necessary to eliminate 
overwithholding. On January 1, 1976, the schedules could 

·; ;· D 
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be changed again to either recapture the excess amount or 
to generally assure the correct amount of withholding. In 
either case, most taxpayers would have to make a final 
settlement on 1975 incomes when they file their tax return 
in 1976. The stimulus from this change might amount to 
$12-13 billion. 

As a supplementary measure, tax refunds on 1974 incomes 
could be accelerated. These would be refunds resulting 
primarily from overwithholding on 1974 incomes. 

2. Accelerate Progress Payments. 

The Defense Department currently pays about 80 to 90 percent 
of the cost of a procurement contract at the outset of the 
contract. This percentage could be increased to 95 percent 
in order to reduce the out-of-pocket expense incurred by 
defense contractors and thereby increase their liquidity and 
cash flow. 

3. Social Security Taxes. 

Postpone, retroactively, the increase in the social security 
taxable earnings base that went into effect on January 1, 
1975. This postponement could be for one year, in which case 
the increase would take place on January 1, 1976. This·would 
increase the take-home pay of 'tvorkers with incomes exceeding 
$13,200 and would have an effect mainly ih the second half of 
1975. Subsequent increases in the taxable earnings base 
would be implemented one year later than presently scheduled. 

In addition, taxpayers covered under social security could 
be granted a refund of some percentage of their 1974 social 
security tax payments. If they were unemployed in 1974, the 
refund would apply to the taxes paid during the last year of 
their employment. This and the above suggestion would add 
to private incomes and stimulate consumption. 

4. Accelerate Federal Procurement. 

Request government contractors to accelerate the production 
and delivery date for government purchases, especially military 
goods. Supplies for the industrial and stock funds could be 
purchased earlier than presently planned. Also the procurement 
of supplies, materials, and equipment could be advanced by all 
other Federal agencies. These steps would stimulate production 
and increase the cash flows of business firms. 

' 
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5. Accelerate Construction. 

Accelerate authorized but unstarted public works programs. 
Accelerate the award of contracts for public works projects 
where engineering and environmental requirements are 
completed. These projects would include the construction, 
repair, maintenance or modernization of Federal buildings. 
Also included would be resource conservation projects such 
as reforestation, reseeding of range lands, construction 
of Park Service trails and parkways. This would increase 
construction activity, incomes, and provide jobs. 

6. Expense Allowance for Company Fleet Cars. 

The expense allowance for company fleet cars could be 
increased. The increase in the allowance could be graduated 
depending on the length of time the car is used before it 
is traded in. The longer the car is used the smaller the 
allowance. This proposal could encourage business firms to 
replace their fleet cars earlier than might otherwise be the 
case and help increase automobile sales. 

7. Accelerate and Liberalize Loan Programs. 

Accelerate the processing and approval of loans under such 
programs as the Small Bu.siness Administration and the Federal 
Housing Administration. 

In addition, the interest rates charged on loans to small 
business firms and development companies could be reduced, 
especially for those firms located in areas of high unemploy­
ment. Provide loans for investing in energy saving insulation. 
These loans could be made available for three years at 6 per­
cent interest provided they are applied for and used between 
April 1, 1975 and November 1, 1975. 

8. Accelerate Stockpile Purchases. 

Instead of stockpile sales, the government could increase the 
purchase of selected critical materials for government stock­
piles. These purchases could be limited to materials that 
are essential but not in such scarce supply that the increased 
government demand drives prices up and reduces the supply 
available for purchase by the private sector. 

9. Tax Incentive for Small Business. 

Provide a flat exemption during 1975 for the first $10,000 
in sales of a small business firm (as defined by the Small 
Business Administration) • The ability to write off the 

' 
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first $10,000 of sales would stimulate many marginal 
ventures that otherwise might fail and will act as a stimulant 
to capital investment and other business spending. 

Suggestions to Relieve Economic Hardship 

1. Health Insurance Premiums. 

The Federal Government could pay the medical and hospitali­
zation insurance premiums for workers that are unemployed and 
have either insufficient resources to make the payments or do 
not have the option to pay the premiums when they are 
unemployed. This would supplement the individual's unemploy­
ment benefits and assure that he and his family would have 
continuous medical insurance coverage. 

2. Summer Youth Programs. 

Provide funds for summer youth programs so that boys and 
girls will have adequate recreation and training opportunities. 
Funds could also be used for direct cash payments, based on 
family income levels, to youths to encourage them to remain 
in school. 

3. Extended Unemployment Benefits. 

Provide unemployment benefits, past the present 52 weeks now 
allowed, for workers that have exhausted their benefits in 
1974 or 1975. 
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POLICY PROPOSALS AND POSITIONS 

Summaries of proposals and positions expressed in a number 
of recent statements are included in this Tab in the following 
order: 

' 

Comparison of JEC, Congressional and Senate Banking 
Committee Proposals 

JEC Majority Proposals 

Congressional Economic and Energy Proposals 

Senate Budget Committee Staff {Majority) Proposals 

~ Economic and Energy Proposals of House Democrat1c Leadership 

Economic Proposals in draft Senate Democratic Package. 

AFL-CIO Economic and Energy Proposals 

Congressional Testimony Summary 

T!ME Board of Economists Views 
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Issue 

TAX REBATE 

TAX REDUCTION 

BUSINESS TAX CUT 

TAX REFORM 

GASOLINE TAX 

MONETARY POLICY 

• 

HOUSING AID 

ALTERNATIVE ECONOMIC POLICY RECOMMENDATIONS 

Joint Economic Conmittee Congressional Program 
Majority Membership of Democratic leaders 

Accept House bill calling 
for an $8 billion rebate 
on 1974 taxes. 

Accept Administration's 
concept of rebate on 
1974 taxes but redesign 
it, based on Ways/Means 
guidelines, to focus on 
low- and middle-income 
taxpayers. Single chec 
mailed in May or June, 

Accept House bill calling,Adopt "substantial" tax 
for an $8 billion cut in cut for 1975, consisten 
1975 income taxes. Also, with Ways/Means action, 
reduce taxes further by by reducing withholding 
about $12-$15 billion in taxes by July 1. Con­
personal income tax cuts, tinue into 1976 if 
either through tax credit necessary. 
against social security 
payments, or by optional 
$250 tax credit in lieu 
of personal exemption. 

Accept House bill calling 
for a $4 to $5 billion 
cut in business taxes, 
including an increase in 
in the investment tax 
credit to 10%. 

Raise the investment 
tax credit to 10% retro 
active to January 1,197 
and keep higher rate 
until economy reaches 
"full employment zone." 
Set lTC at higher rates 
for long-term capital 
investment in energy­
efficient equipment and 
equipment needed to con 
vert from oil and gas 
to coal. 

3/ll/75 

Senate Budget Conmittee 
Majority Staff 

Provide a $12 billion 
rebate on 1974 taxes. 

I 
' 

Provide a permanent 
$16 billion tax cut 
for 1975 and beyond, 
targeted to low- and 
middle-income persons, 

• 
Raise the investment tax 
credit to 10% effective 

,January 1, 1976, and 
maintajn that level until 
unemp 1 oyment drops to 5%. 

No comment. Enact initial tax refonJ Reform the tax code to 
legislation in 1975 to yield $5 billion a year 
raise $5 billion, when fully implemented, 
including repeal of the but only $3 billion in 
depletion allowance for Fiscal Year 1976. 
multi-national oil firm 

No conment. 

and elimination of 
foreign tax subsidies, 

Add 5¢ to the gasoline 
tax and put revenues in 
an Energy Trust Fund. 

Add 5¢ to the gasoline 
tax, and continue to add 
5¢ per gallon each year 
the unemployment rate 
drops a percentage point, 
so that the additional tax 
will be 20¢ per gallon 
at 5% unemployment, 

The Fed shou·;J reduce Adopt Congressional Fed should maintain short-
both short- and long-term resolution calling on term interest rates at a 
interest rates, accommoda e Fed to reduce intere t level that will assure 
Federal borrowing require reates in 1975, to mair- financial flows to hous­
ments, provide direct sup tain a long-run growth ing industry and maintain 
port to the residential in money supply "com- downward pressure on mort-
mortgage market, and con- mensurate with economy's gage rates. Short-term 
sult with Congress at sem- growth potential", rates of 6% for next 18 
annual hearings before th and to consult with months, and an M1 growth 
Banking Committees about Congress at semi-annual rate of 8%-10% during 
money supply growth tar- intervals on the Fed's 1975 and 1976. 
gets and other monetary monetary growth target! 
policy actions required i for the next six month , 
the next six months 

Only reference is to 
stimulation through 
monetary policy. 

Provide a "shallow" 
interest rate subsidy 
for low- and middle­
income families, to be 
phased out as economy 
recovers, Aid to home­
~wner~ to1 p~event 

Provide temporary interest 
subsidy for new home 
purchases, making the 
effective mortgage rate 6X 
for low- and middle-income 
home buyers, 



PRICE/WAGE CONTROLS 

ALTERNATIVE ECONOMIC POLICY RECOMMENDATIONS 

Joint Economic Committee Congressional Program 
Majority Membership of Democratic Leaders 

Provide CWPS with larger No comment. 
staff, subpoena power, 
and the authority to dela 
for a limited period wage 
and/or price decisions 
which threaten to under-
mine progress toward 
!price stability. 

J/11//":J 

Senate Budget Committee 
Majority_ Staff 

No recommendation, 

PUBLIC WORKS PROJECTS Consider. speeding up com- Assure that Job Opportu- Fund public works projects 
pletion of previously nities Program, Economic that provide short-term 
authorized public works, Adjustment Assistance employment opportunities 
provided the economic Program, and Public Work while building facilities 
impact of the speed-up car Impact Program are full' of va)ue to communities. 
be achieved rapidly and funded and implemented. Also, provide a combina-

• then phased down as full Reject recissions and tiol'\. of public works, ex-
employment is restored. deferrals, and provide panded public employment, 

assistance to State and and aid to State and local 

PUBLIC SERVICE JOBS 

UNEMPLOYMENT AID 

AID TO STATE AND 
LOCAL GOVERNMENTS 

INCOME SUPPORT 

' 

local governments if governments, which would 
needed to assure full usE total $6 billion when 
of increased funding for fully operative and when 
!Qublic works programs. unemp_lovment was 7%-8%. 

Expand the public service Expand public service 
jobs program operated by employment program, wit 
State and local governmen s priority on hir.ing 

~ by varying its size from heads of families. 
500,000 jobs when unemplo -
ment averages 6% to a max 
1mum of 1 million iobs at 
lunemployment.rates~of 8% I 
or higher. Also, provid 
a Federally administered 
public service jobs pro­
gram to be triggered by a 
8% unemployment rate. It 
would produce 500,000 job 
at 8% unemployment, and 
500,000 extra for each 

!percentage point above 8% 

Increase maximum weekly No comment. 
benefits to 2/3 average 
wage in State, with indi-
viduals receiving at leas 
50% of their previous wag 
up to the maximum. Also, 
provide a Federal program 
of benefit.~ for f:~<;ons i 
labor force not presently 
covered by any unemploy-
ment proqram. 

Provide anti-recession No comment. 
grants, with total tied tc 
unemployment rate and the 
distribution based on 
severity of local unemplo -
ment. $1 billion for eac 
percentage point above 4~ 
national unanployment. 

Provide a combination of 
of public works, expanded 
public employment, and 
emergency fiscal aid to 
State and local govern­
ments, with expenditures 
tied to unemployment rate 
When fully nperational, 
the combir.~d ~rogram 
would provide $6 billion 
when the unemployment 
rate was between 7% and 
8%. 

No comment, 

Provide anti-recession 
grants as part of combined 
public works, public ser­
vice jobs, and State/local 
aid program, (See above.) 

Continue full operation o 
cost-of-living adjustment 
in income support program 
such as social security 
and food stamps. 

Accelerate payment of Accelerate payment of full 
full 8.7% increase in 8.7% increase in social 
social security benefit security and supplemen­
retroactive to 1/1/75. tary income effective 
Mail retroactive checks 1/1/75, and mail retra-
in May or June, active benefit checks in 

May or June. 

' 





March 11, 1975 

1975 (Majority) Report of the Joint Economic Committee 
to the Senate and House Budget Committees 

ECONOMIC POLICY GOALS 

--GNP: Achieve annual output rates of about $1468 billion during the 
4th Quarter of 1975, and $1593 billion during the 4th Quarter of 1976. 
These targets (expressed in 1974 dollars) are about $72 billion and 
$143 billion higher than the JEC estimates of the Administration 
program's impact on GNP during those two quarters, respectively. 
The JEC target implies real output growth of 8%-9% from the 4th 
Quarter of 1975 to the 4th Quarter of 1976. 

--Jobs: Reduce unemployment rate to 7.8%-8.1% during the 4th Quarter of 1975, 
and to 6.5%-6.8% during the 4th Quarter of 1976. JEC contrasts those 
targets with its estimate of a 9.2%-9.5% unemployment rate during 
those periods under the Administration's program,•and estimates that 
by the end of 1976 that difference will translate into 2 to 2,5·million. 
more people at work. 

·--Prices: . Without specifying an inflati-on reducti-on target, JEC implies that 
its proppsals will produce 2%-4% less inflation than the Administra­
tio.n's program. 

ECONOMIC POLICY RECOMMENDATIONS 

--Tax Rebate: Accept House bill callini for an $8 billion rebate on 1974 taxes. 

--Tax Reduction: Accept House bill calling for an $8 billion reduction in 
1975 income taxes. In addition, reduce taxes further by about 
$12 to $15 billion through cuts in individual income taxes, which 
could be achieved through an income tax credit against social security 
tax payments of employees or employers or both (to be effective as long 
as stimulus· needed), or by an optional tax credit of $250 in 1 ieu of 
each personal exemption already available to the taxpayer (to become 
a permanent feature of the tax code). 

--Business Tax Cut: Accept House bill providing $4 to $5 billion cut in 
business taxes, including an increase in the investment tax credit to 10%. 

--Monetary Policy: The Fed should reduce both short- and long-term interest 
rates, accommodate Federal borrowing requirements, provide direct 
support to the residential mortgage market, and consult with Congress 
at semi-annual hearings before the Banking Committees about money 
supply growth targets and other monetary policy actions required in 
the next six months. 

--Price/Wage Controls: Provide CWPS with larger staff, subpoena power, and 
the authority to delay for a limited period wage or price decisions 
which threaten to undermine progress toward price stability. 

~ . 

• 

! T 



JEC Report, continued Page 2 

--Public Works Projects: Consider speeding up completion of previously 
authorized public works, provided the economic impact of the 
speed-up can be achieved rapidly and then phased down as full 
employment is restored. 

--Public Service Jobs: Expand the current public service jobs program 
operated through State and local governments, by varying the 
size of the program from 500,000 jobs when unemployment averages 
6% to a maximum of 1 million jobs at unemployment rates of 8% or· above, 

Also, provide a Federally administered public service jobs program 
to be triggered by an a;; unemployment rate. It should produce about 
500,000 jobs at an 8% unemplo~nent rate, and an additional 500,000 
jobs for each percentage point above 85s unemplo.J'lllent, This program 
should include youth employment opportunities, such as summer jobs. 

--Unemployment Aid: Increase the maximum weekly unemployment benefits to 
two-thirds the average wage in the State,. \'lith individuals to receive 
at least 50% of their prev·ious·weekly wage, .up to the maximum. 

Also, provide a Federal program of unemployment benefits for persons 
with demonstrated labor force attachment but not covered by present 
unemplo~nent benefit programs, including the self-employed. These 
benefits would be available as long as the national unemployment 
rate remains at extraordinarily high levels, 

--Income Support: Continue full operation of cost-of-1 iving adjustments 
in Federal income support programs, such as social security and 
food stamps, as currently provided by law. 

--Aid to State and Local Goverments: Provide anti-recession grants, which 
would varyjn total size in accordance with the national unemployment 
rate. The totai would be about $1 billion for each percentage point 
above 4% unemployment, and the distribution \·lould be based on local 
severity of unemployment. 

--Budget Changes: The net impact of the JEC proposals would be to enlarge 
the budget deficit by $12 to $14 billion in FY '75, and by $16 to $18 
billion in FY '76. Spending changes proposed include a reduction 

' 

in outlays for defense, an increase in outlays for housing programs, 
and inclusion of initial outlays for national health insurance and 
antipoverty efforts. (Estimates include the assumption of an 8% 
unemplo~nent rate during FY '76.) 

• 
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March 1 O, 1975 

"The Congressional Program of Economic Recovery and.Energy Sufficie~cy 11 

ECONOMIC POLICY COMPONEIITS 

ALLEGED EFFECTS OF CONGRESSIONAL PROGRAM 

--GNP Effect: Production of $335 billion more in GNP from 1975 to 1980 
than Administration's program,($11 billion more in 1975, 
$42 billion more in 1976, $64 billion more in 1977, $76 billion 

. more in 1978, $89 billion more in 1979, and $53 bill·ion more 
in 1980, all in 1974 dollars,) 

--Jobs Effect: Creation of 8.3 million more job~years from 1975 to 1980 
than Administration's program. (.42 million more in 1975, 
1.0 million more in 1976, 1.75 million more in 1977, 2.23 million 
more in 1978, 1.97 million more in 1979, and .92 million 
more in 1980.) 

--Price Effect: Cause a total of 3% less in CPI increases from 1975 to 1977 
than Administration's program. (2%. less in 1975, 0.75% less 
i~ 1976, and 0.25% ress in 1977.} . 

ECONOMIC POLICY RECOMMENDATIONS 

--Tax R~bate: Accept Administration's concept of rebate on 1974 taxes, but 
redesign it, based on House l~ays & Means Committee objectives, 
to focus on low- and middle-incorile taxpayers. Single check 
mailed in May or June. 

--Temporary Tax Reduction: Adopt 11 Substantial 11 tax reduction for 1975, con­
sistent with Ways & Means action, by reducing withholding taxes 
by July 1, 1975. Continu_e into 1976 if necessary. 

--Business Tax Cut: Raise the investment tax credit to 10% retroactive to 
January 1, 1975, and keep the higher rate in effect until 
economy reaches 11 full employment zone. 11 Set lTC at higher 
levels for long-term capital investment in energy-efficient 
equipment and equipment needed to convert from oil & gas to coal. 

--Tax Refm·m: Enact inittal "'-.'!>X reform legislation in 1975 to raise $5 billion, 
including repeal of depletion allowance for multi-national oil 
companies and elimination of foreign tax subsidies, 

--Gasoline Tax: Add 5¢ to the gasoline tax and direct revenues to an Energy 
Trust Fund. Reject Administration's plans for energy tariffs 
and taxes and oil prices decontrol. 

--Monetary Policy: Adopt Congressional resolution calling on Fed to reduce 
interest rates in 1975, to maintain a long-run growth in money 
supply 11 COmmensurate with e.conomy's growth potential", and to 
consult \·lith Congress at semi-annual intervals on the Fed's 
monetary growth targets for the next six months. 



"Congressional Program •.• " Page 2 

--Public Works Employment: Assure that Job Opportunities Program, the 
Economic Adjustment Assistance Program, and the Public Works 
Imp~ct Program are fully funded and implemented. Reject re­
recissions and deferrals on other public works programs, and 
provide Federal assistance to state and local governments if 
needed to assure full use of increased funding for public 
works construction programs. 

--Public Service Employment:. Expand public service employment program, with 
priority on hiring heads of families. 

--Housing Aid: Provide a "shallow" interest rate subsidy for low- and middle­
income families, to be phased out as the economy "recovers." 
Provide temporary aid to homeowners to prevent mortgage fore­
closures~ Reject recissions and deferrals 9n existing programs. 

--Social Security: Accelerate payment of full 8.7% increase in social security 
benefits retroactive to January 1, 1975. Mail retroactive 
checks in-May or June. 

--Budget Changes:· Increase total outlays for FY '76 to $355 billion by 
cutting $12 billion from the Administration's budget ($7 billion 
for energy equalization payment, and $5 bill ion from defense, 
foreign aid, and "elsewhere"), and adding $16 billion more · 
(restoring social security levels, food stamp levels, etc., 
and other programs). The $355 billion total assumes that 
unemployment rate will average no more than 8% during the year . 

• 
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Senate Budget Committee Majority Staff Report 
on "Fiscal Alternatives in 1975 11 

ECONOMIC POLICY RECOl~MENDATIONS 

March 11 , 197 5 

--Tax Rebate: Provide a $12 billion rebate on 1974 individual income taxes. 

--Tax Reduction: Provide a permanent $16 billion tax reduction for 1975 
and beyond, target~d to low- and .middle-income persons. 

--Business Tax Cut: Increase the investment tax credit to 10% effective 
January l, 1975, and maintain that level until unemployment drops to 5%. 

--Tax Reform: ·Reform the tax code to yield $5 billion annually when fully 
implemented, but only $3 billion in FY '76. 

--Gasoline Tax: Enact a gasoline tax of 5¢ per gallon effective January 1, 1976, 
and increase the tax 5¢ each year that unemployment falls by a 
full percentage point so that it will reach 20¢ per gallon more 
when the unemployment rate falls below 5%.• 

--Monetary Pol icy: The Fed should maintafn shor·t-term interest rates at a 
level that will assure financial flows to the housing industry and 
rna inta in dowm.,rard pressure on mortgage and other long-term rates, 
This suggests a short-term interest rates target of a~proximately 
6% for the next 18 months at least, and a ~rowth in M1 at a rate of 
8%-10% during 1975 and 1976. • 

--Public Works Projects: Fund public works. projects that provide short-term 
employment oppo-rtunities while building facilities of value to 
communities. 

In addition,. provide a combinatjon ·of public works, expanded public 
employment, and ·emergency fi sea 1 aid to State and 1 oca 1 governments, 
with expenditures tied to the unemployment rate. Once it \'las fully 
operative, the combined program would provide $6 billion when the 
unemployment rate was between 7% and 8%. 

--Housing Aid: Provide a temporary interest subsidy for new home purchases, 
making the effectjve mortgage rat~ 6% for low and middle income· ~ _,> 
home buyers. • ~ - · ,. 

--Social Security: Accelerate the full 8,7% increase in Social Security 
and supplementary security income effective January 1, 1975, and 
mail out the retroactive benefit checks in May or June. 

--Budget Changes: Increase total outlays to $355 billion for FY '76 (assuming an 
unemployment rate average no more than 8~; during fiscal year), by 
restoring part of the $17 billion in reductions proposed by the 
President and eliminating $7 billion in energy equilization pa~nents. 
The net effect of the Budget Committee Majority Staff's alternative 
program would be to increase the budget deficit by $9.4 billion in 
fY '75 and by $10.1 billion in FY '76. 

• 
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.. ECO:-!OHIC AND ENERGY PROPOSALS of HOUSE DH10CRATIC LEJ\DERSIIlP (HDL) 

Basic Strategy: 1\tt. 1 

To halt the economic dO\·rnturn as soon as 'possible and provide maximum 
relief in the interim to those suffering the most. 1\ concerted effort 
is made to portray large Federal deficit financing ~roblcns ~n effect 
of the economy's ills rathef than as a caw;_~· No d1rect act10ns_to 
reduce oil imports are proposed. 1 ssued on Janua~y 13 ~ 197 ?• ~hl s HDL 
plan called on House comrilittees to repot·t out leg1slat10n \'llthln 90 days. 

Tax Cuts:·· 

--Targeted to 101-1 and middle-income taxpayers . . 
--Alternatives: (a) increases in personal exeillptJOns, standard deduction, 

and minimum income allol':ance; (b) reducing payt·oll tax 1 iabilities of 
working poor; and (c) individual tax c~edits. 

--Revenue loss 1·ecouped some•.-:hat by clos1ng t<:x loophoJes. 

lower Interest Rates: 

' --Increase credit supply at faster rate 
--Allocate credit 
--If no big Federal Clction by July 1, consider progressive tax on inten~st 

inco:ne ("prohibitive" tax on rates 9': or higher; nominal tax on t·ates 
bel 01-1 6:;) . 

Jobs: 

--Additional public service jobs, totalling mot·e than 750,000. 
--Acceleration of public Harks projects through legislation mandating funding 

for previously authorized programs. 

Housing: 

--Alternatives: 
(a) Increase savings & loan associations~· ability to attract capital 
{b) Provide teillporary interest rate subsidies for 101'1 and medium-pl"iced 

housing until interest rates drop. · 
{c)· Provide incentives for· t·ehabil itation of older houses. 
(d) Provide short-term assistance'to homeowners having difficulty making 

mortgage payments because of unemployment ot· sharp income drop. 

Energy Conservation: 

·-A ltcrna t ives: 
(a) Mandatory allocation of oil and other energy forms 

{b) Higher gasoline taxes* 
{c)· Rationing of gasoline and home heating oil 
{d) Highet" r.1anufactur·cr·:;' cxci$e taxes on pleasur·e crafts and pl'ivate 

autos with high horsepower. 
(e) ~estt"ictions on sale of gasol inc on ccr"tdin days . 
(f) long-ten:t, lD1·1-interest loarY. fot· ho1nc insulation. 
(g) lldtional examination of utility rate st.-uctu1·es th,lt t'ncour«ge 

energy l'lastefulness by r·el'larding high usage \'lith lol'/ ,.,1tcs. 

*IIOL urges Cilrdul consiclcr·ation of pt·,1ctical dfec( on those 1·1ith0ut 
prilcticill altl:rrtdtivcs to auto u:,e in connection 1·1ilh their l·:ot·L 
HDL lii"CJCS cunsider·ation of (1) d£'dicating CJilsrdine L1-x t·evcmrcs to 
tt·ust funds for ,1cceler,ltc,1 develo1~n('nt of a]tenldtivt• erH.~t·gy SOtll·.:cs, 
and (2) rcbdtinq portions of Qusuline tax t·evenucs to 1·/Urker·s . 

.. 
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Inflation: 

·--Tough, selective wage and price controls program 
--Independent agency with subpoena power, resources to hold extensive 

hearings, authority to delay price increases up to 90 days, and impose 
more perw.anent controls selectively. 

--Emphasis on prices, not \·:ages. 

Help For Needy: · 

--Freeze food stamp prices 
--Additional help for aged, blind, and disabled 

Other flDL Goa 1 s for 94th Cor.gres s: 

--Health and Medical Care 
--National health insurance legislation , 
-.:."Boost economy" through assistance to labor-intensive'health industry 

--New Enerav Sources 
--Encourage exploration for new domestic oil and gas 

. --Encout~age development of secondary and tertiat·y recovery techniqu·es 
·--Develop a national strategic energy reserve 
--t-landate a crash R & D program on othet' energy forms 
--lnprove regulatory procedures for construction of e~ergy·production 
·facilities · 

--Anti-Trust 
--Strengthen and tighten anti-trust laws 
--Focus on: steel, automobile, communications, food-pr~cessing, banking, oil, 

and. electrical industries, ·and multi~natior.al corporations. 

--Consumer. 
· --Create Consumer· Protection Agency 

--Food Producti~n 
--Revie\·1 of agricultural programs such as acreage allotments, soil 

bank, and acreage reserves in light of today's needs for increased 
produ(;tion. 

--Establish a food export monitoring pr_ograt:~ 
--Re-establish a national grain reserves.syste~ 
--Improve competition and effici~ncy in food processing and distrubution 

sectors. 

~-Aid to Ailing Businesses 
--Incentives for auto ind~stry to meet public need fo1· less exrensive and 

more energy-efficient cars, and to give boost to auto industry. 
--Aid for-other hard-pressed industries vital to tiation's economic 

heulth. 

--A id_j_o_jJE_~r:_ly . 
·"/'_..,.,.-

./.,: 

--lnct'cdse Social Sccul'ity benefits 
--Speed-up delivery of SociJl Secut·ity paYJilents 

·' 
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1\tt. 2 

ADMINISTRATIVELY COrlFIDENTIAL ·· 

ECONOMIC POLICY COMPONENTS OF 
DRAFT SENATE DH!OCRATIC PACKAGE (SOP) 

Basic Strategy: To halt the economic downturn and restore full employ­
ment as soon as possible. In the actions proposed, there is (1) an 
implicit assu~ption that the likelihood of intensified inflation is 
small, and (2) an explicit declaration that, in order to maximize the. 
recovery speed, large reductions in oil imports and oil consumption 
should be deferred. 

-- Goals: (1) To stop economy's dm·mturn; (2) to decrecse uneir.ploy­
ment by more than one million above the Administration's 
'!goal .. \·tithout rekindling inflation; ar.d (3) to reduce 
dependence on oil imports without aggravating recession 

. ! 

$12 billion Rebate on 1974 Taxes; targeted to low- and medium­
income taxpayers; single check mailed in May or June. 

Accelerate Social Security and SSI benefits pay~ents at 8.5~ 
level; retroactive to January 1975; check mailed in t·lay or June. 

Raise Invest~ent Tax Credit to 10% to 12~ ran e until full 
~mployr;.ent reached contingent on tax reform . Reject 
Administration's proposal to reduce corpoiate rate to 42%. 

$16 billion pe~manent personal tax reduction, but redesign the 
Administration's plan. 

Raise $5 billion throuah tax reform legislation. 

"Penny tax 11 on qasoline phased in _only as economy turns up; 
maxi~u~ tax only during full employment; revenues for conserva­
tion programs; reject Administration's energy tax plans. 

Reject recissions and deferrals of public Horks_ and high\'lay 
projects on 1975-78 projects; suspend for one year the matching 
funds requirement in Fed.era 1 hi gh\'lay progra~. 

Housing Starts goal of b~o millio_Q_ during 1976 to be reached 
by loosening._money supply; subsidize interest payments for 
500,000 homes; reject recissions and deferrals on housing 
progra~s. 

Cut $12 billion fro~ Adr.inistration's buda0t; $7 billion from 
energy equa 1 i za t ion pay::;ent; s·s-b11T1onfr-ori1 defense, forci gn 
aid, and "elSC\·Ihere." Th:.:n rcstorr. the n:~rv:-v in social security 
pay;nents, food sturr.ps, cncrgy·--s-ton:p pr·og-r~~1":and SSI. Total 
8udg~t for FY '76 =-= $353 bil_l_ion. 

T\:!_q_j_?J~~il_l ion jo_b_~rbl i c sr,·y_i_s_t?..Jobs rrosr·arr1_ to reduce 
une~ploy;i:cnt by 2 pcl·ccntuge points. 
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AFL-CJO ECONOMIC and ENERGY PROPOSALS 

'!AXES 
. Att. 3 

l. Tax cut of ~t least $20 billion, primarily for low- and middle-inco~e 
taxpayers. {Recomenda t ions of Labor-~:anager.:ent Advisory Corr.mi t tee): 

-- Individuals: $15 billion cut through reduced withholdina taxes, by 
means ofa$70 tax credit per exer.;ption and a 5;'~ cut in the tax . 
remaining after the credit. l·:axirr.un cut of $375 per return. Effec­
tive January 1, 1975. 

Businesses: $5 billion cut in corporate taxes through an increase 
-~~nvestcent tax credit to 12~. 

2. No on~- or two~shot rebate~. 

3. Direct Government payments (of an unspecified amountr) to those \/ho BL 
no income taxes at all . 

.. 4. After tax cuts, Congress begins work on tax reform legislation to close 
loopholes. 

ENERGY 

1. Impose quota on oil imports, including a ban on such imports from 1973 
embargo countries. 

2. GovernmPnt nurchase oil imoorts: 

Government determines amount to be imported. 

Government negotiates price. 

-- "Gov~r.nment provides for internal allocation. 

3. ~stablish a system of fuel allocation and rationing. 

4. Reject price decontrol of natural gas and domestic crude oil. 

5. Revok~__lg_<!_ses of oil or gas producers refusir.o to pump supplies discoyered 
Oilland leased from U.S. Transfer leases to companies that \·lill produce. 

6. Block $3 per barrel imoort tariff plan. 

7. Encourage conservation of qasoline. 

Enforce lov1er highway speed lirlits. 

Recuce optional auto trips 

Increas~ operating subsidies to ~ass transit for fare reductions. 

8. Discourage ti.S. oil cor.1pJniss fror.1 rxplorina J~.!:Qi!.£ •. 

Eliminate depletion allowance on foreign oil operations. 

EliminJte dollar-for-dollar credit against U.S. taxes fot· payments 
to foreign governments . 

• 
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9. ~~n excess profits tax, similar to the one in effect during 
Korean War. 

10. Stretch out environ~ental regulations to reduce energy consumption. 

To expand domestic energy output 

Pass-through of savings to consumer. 

ll .. Establish a petroleum stockpile. 

12. longer-run energy actions: 

Create Federal oil and gas corporation 

Develop alternative energy sources 

Investigate giant oil companies 

Regulate petrodollar investments in U.S. 

MONEY SUPPLY 

,·1. Reduce interest rates 

2. Allocate credit. 

HOUSING AtlD CONSTRUCTION 

1. Reactivate Federal housing progra~s. 

.. 

· 2. ·Reduce FHA and VA interest rates to 6 percent. 

.. 

3. Establish a "lender of last resort" govern~ent agency to meet needs 
of businesses and state and local governments. 

4. Generally expand and upgrade Federal housing progra~s. 

NEW JOBS 

1. Release much of $19 billion in impounded funds to create new jobs. 

$9 billion for sewers and waste treatment plants. 

$4 billion for highway program~. 

-- $373 million· for hospital programs . 

. 2. Block plans to impound $6 billion in highway fun~s for FY '76. 

3. Ac_selera_~ __ .E.~l?lic \'IO.!:_ki_P.!:.().i!.!.~-~.E:s_, 1·tith a minin;m ccmr::itment of $2 
billion to CO!il!:lunities 1~ith high ur.employr:.er.t. 

4. 

5. 

Full funding and i~pl0nentation cf Public s~rvicc r~~lo~~2nt Pronrar. 
I ncreuse au thori za t ion to provide onc·-~TlT\"611--~ltfc-i"fioi1J T-)o:Js:-----

Incentives for y_o_t.!_n~.t''~~>~l~- to c.t.,;~Y __ ~n_2~o_l, ircluding doubling cf 
youth sur:uaer job progrJI:J. 

• 
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JOB PROTECTION' 

1. Import quotas on goods that have seen recent declines in U.S. production. 

2. Restrict imports of countries placing unfair burdens on U.S. commerce. 

3. Control U.S. exports of rar1 materials in short supply. 

4. Revoke·· pro visions for deferring tax payments on forei gn-carned profits. 

5. Eliminate foreign tax credit. 

6. Revise Tariff Code to discourage foreign production by U.S. companies for 
shipment back to U.S. markets. 

7. Regulate export of A~erican capital and technology that results in the 
export of American jobs. 

UNEMPLOYMENT ASSISTANCE 

1. Expand unemployment insu1·ance programs. 

-- Extend duration of benefits available to those· covered by Emergency 
·Jobs and Unemployment Assistance Act of 1974. 

Speed up payments by eliminating "waiting week" requirements in 
state prografils. 

Increase weekly benefits to 2/3 of former weekly wages (with an 
upper limit equal to 2/3 of state-wide average 1·1eekly l·tage) .Qy 
using Federal funds. 

2. Providt> health care to those losing their. employer-employee health 
1 nsurance coverage 1~hen they become unemp 1 oyed. 

3. Make the Aid to Unemployed Fathers program mandatory in all states. 

4. Provide increased welfare costs during this emergency period with 
Federal funds. 

5. Freeze food stamp prices, and reduce certification period from 30 days 
to 15 days. 

"'·~· 
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ECONOMIC POLICY PROPOSALS 
PRESENTED IN RECENT CQr~GRESS I OtlAL TEST mONY 

JOHIT ECO:~Oi·ll C COI·~~·liTTEE 

--Jiendrik Houthukker: rebate on 1974 taxes; pennancnt income tax reductions; 
~eform of corporate tax structure to pro~ote capital formation. 

--George Per!:)~: one-shot $12 billion rebate by spring; permanent $20 billion 
cut by summer (including 1m; investment tax credit); stimulus needed ASAP . 

.. 
--Paul McCracken: believes President•s 2-stage rebate plan is stimulative, 

but pl~efersl)errr;anent tax cut; interim increase in investment tox c1·edit O.K., 
·but prefers n~fonn of corporate tax structure in .long run; ~1 2 should increase 
at 1m; to 12;~ rate in next two years, and foil. some\·Jhat slower; action P..S,~P. 

·--Gardner Acklev:. permanent tax 1·eduction of $25 to $30 billion effective 4/1/75; 
FY ?6def1Cit too small; 1·11 should increase at g;;, to 10% rate for next year. 

--C~arles Schultze: one-shot $12 billion rebate ASAP, with Sfoo maxi~um; 
permanent tax cut of SiD billionby a 1.5:~ credit on first $14,000 e:n·ned; 
$3 billion cut by raising investment tax c1·edit to 10%;·counter-cyc1ical 
.revenue-sharing: $6 billion in calendar 1976, falling to zero \·lhen ur.e::ployr::ent 
rate falls ·to 4.s=;_; S20 billion per:rranent tax cut '(instead of SlO billion) if 
oil tariffs take effect. 

--He.!'I.Y_Ford: large, quick tax cut; loosen money supply to 6:; to 8', rates for 
for a \'lhi1e. 

--Leonard Woodcock: 518.4 billion tax cut for individuals. in 1975 (SlO billion 
1n rebates (vnth $250 maximum) plus 58.4 bil1 ion in reduced \dthholding); 
$3.8 billion cut in business taxes (52.6 billion by raising invest~ent tax 
credit plus $1.2 billion by temporarily adusting corporate surtax exe·~ption); 
permanent tax cut of $19.7 billion for individuals in 1976; raise 59 billion 
by closing tax loop~oles; Federalize une:nplo.J~nent compensation syste:-:-.; 
$10 billion in FY 1 76 for 1.25 to 1.50 million public service jobs. . . . 

--Consensus: The size and speed of tax reductions are much more critical than 
theine idence of the cuts. Tax refers should be deferred until a l'eCO'/ery 
is underway. President•s energy progra.~ would retard recovery, and shJuld 
be-deferred. Tax reductions beyond 1975 are needed. 

HOUSE Cm·:~liTTEE 0~~ BA~iKING, CURRENCY, A:;o HOUSING 

--Andrew Brimmer: M1 rate of 8~ to 10~ is needed during 1975, and would not 
·be inflational:y; prefe1·s ad-hoc Fed efforts at voluntary credit allocation, 

but not averse to Reuss plan for mo1·e fonnal mechanism. 

--ll<~_t:yljyJ.·j.!)_k_e_L: pt·efers more dialogue bet\-1een Fed and Congn~ss (e.g., Fed 
~eport regularly in heurings on specific plans, policies, etc.) rather than 
statutory money grO\'Ith requirements and c1·edit allocation mechanisms . 
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VIEh'S EXPRESSED BY TH1E 
1-11\GAZINE' S BOARD OF ECO:~ONISTS 

Without a transcript of the discussion reported in TIME's February 17, 1975, 
issue, I must rely largely on the magazine's own interpretation of the views 
expressed by the eight members of their Board of Econo;nists. 

AREAS OF CO!iSENSUS OR SUBSTMITIAL AGREHiEtJT 

--Administration's FY '76 budget Hill do 1 ittle or nothing to stimulate 
the econo:ny. · 

--A l~rger, more permanent tax cut than the $12 billion rebate proposed by 
the President is needed. Any rebate should be made in one ,shot and as 
soon as possible. · 

--The growth rate of the money supply should be increased to 6~ to 8~. 

--The Presid~nt's tariff and tax plans foi conservirlg energy should b~ dropped. 

--Congress will probably add about $13 billion more to the FY '76 budget. 

SPEC1FIC l~DIVIDUAL COMMENTS 

--Arthur Okun 
--In the absence of a much larger stimul~s, there is a 1/4 chance of 

the recession extendin9 into 1976 and unei7i;Jlopent reaching lo:;. 
--The 5-year ·GNP lass due to the current recession will be $900 billion. 

--Murray Weidenbaum 
--$10 billion continuing tax cut is needed because of the large long-run 

unemployment forecasts contained in the President 1 S budget. 
--President should 11 Cal1 back" his energy program. 
--Administratiori should speed up Federal contracts to create jobs. 

· . --He must be careful not to push the panic button and over-stimulate. 

--Wa Her Heller 
-=rei .. manent tax cut of $25 bill ion is needed, and should be made 

effective July 1, 1975. 
--A $27 billion tax cut would be necessary today to get the same 

stimulative effect as the 1964 $12 billion cut. {TIME then says 
1hat Heller favors a cut larger than $27 billion because this 
recession is so severe. This is inconsistent with his support 
for a tax cut of 11 only" $25 bill ion cited above.) 

--Gasoline rationing preferred over tariff and tax conservation plans. 

·' .. 
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.. -David Grove 
--.:-The current recession resulted from the Administration's preoccu­

pation with fighting inflation. 

--Beryl Sprinkel 
--Administration's FY '76 budget .. reasonable" because of continuing 
· threat of inflation. 
--Favors.voluntary conservation programs. 

--Robert Nathan 
·-Large increase in public service jobs is necessary. 
--Administration's FY '75 budget is "very restrictive" because of 

large full-employment surpluses. 

--Robert Triffin 
--~A greater stimulus is necessary, but it should te ap~lied on a 

selective basis (e.g., public service jobs or hoJsing subsidies) .. 
--Joseph Peerman . 

--Pr~sident's overall progra~ has a net zero sti~~lative effect . 
. --Permanent ta.x cut of 525 bill ion is needed, an::i should be made 

effective July 1, 1975. 




