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THE WHITE HOUSE

WASHINGTON

John Carlson of Press Office says that OMB

and Pres. discussed this point when they were
preparing the '76 Budget. They were having

a discussion with the whole DOD budget and

one area that they reviewed was the commissary
prices.

There will be more information on this when the
budget is produced.

FYI and not for publication --In the budget,

they are going to reduce the federal subsidy
which will have an effect of raising commissary
prices but not up to the level of the civilian
prices.

Neta
1/16/75
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PREFACE

Financing the diverse activities of the Federal Government

is a complicated and technical process. Like many of our
institutions., the present budgeting system was not invented
at any one time but has evolved over the vears.

Publications that attempt to explain the ins and outs of the
system inevitably become complicated themselves.

This pamphlet 1is an effort to explain today’s budgeting
terms and concepts in non-technical language. It is in the
form of an alphabetical glossary with:

. cross-references to related terms,

sources of additional information on concepts, and

references to the location of various kinds of
budget data in the 1976 budget documents.

A brief stepjby-step narrative explanation of the budget
process may be found in Part 6 of the Budget. "The Budget
System and Concepts."”




AUTHORITY 'TO SPEND DEBT RECEIPTS:
permi ts Federal agencies to incur obligations and make ::

AUTHORIZATION:

BACKDOOR AUTHORITY:

BACKDOOR SPENDING:

these obligations is
liquidate contract

taken to provide. cash to pay
called an "appropriation to

authority" and is not counted as budget authority 1,1w‘

Appropriatlons- are categor:zed 4n a variety of ways
such as by their period of  availability ..(one-year,
multiple-year, no-year)., -the - manner .in . which they
become avat lable {current..permanent).. and the . .manner
in which the amount of the appropriation is determined

(definite, indefinite). (For - detailed . estimates ~of:. -
"The -Federal.

appropriations.,. see Part 8 of the Budget,
Program by Agency and = Account." and Part. ..l of  the
Budget Appendix. For summary of this data, see summary
table 6 in Part 9 of the Budget.) ! . o

Statutory authority that

payments for specified purposes out of borrowed moneys,
composed of: . . ]

-« public debt authority (dehivedlfrom the salé by
Treasury of public debt : securities - of the
Federal Government) and .

-: agency debt authority (derived from the-sale of
agency debt securities, the
mortgages. etc.).

(For detailed estimates of authority -to spend debt

receipts, see Part 8 of the Budget., "The Federal
Program by Agency and Account." and Part -l of -the

Budget Appendix. For a summary of this .data. see
summary table 6 in Part 9 of the Budget.) .

Basic substantive legislation enacted by the
Congress that sets up a Federal program. or . agency
either indefinitely or for a given period of time.

Such legislation is a prerequisite for the subsequent -

enactment of budget authority and may set limits on the
amount that can be appropriated. In some - instances,
authorizing legislation may provide authority to incur
debts. or to mandate payment to particular persons_ .or
political subdivisions of the country, {See .also
BACKDOOR AUTHORITY ) : :

14 . - N
Legislative authority to obligate funds
provided outside the normal appropriation process. . The
most common forms of backdoor authority -are borrowing
authority and contract authority, - In -other cases.  a
permanent - appropriation is  provided -that  becomes
available without current action.by .the Congress. -

spending legislation, 1.e., legislation that .  mandates
the payment  of- -benefits or -entitlements, - such _as
increases in. veterans’ compensation.-or pensions. -Such

‘mandatory legislation requires-the subsequent enactment
of ‘appropriations. - e By b

issuance of

Backdoar authority as well as.mandatory :- -

BORROWING AUTHORITY:

BUDGET = AMENDMENT :

BUDGET AUTHORITY (BA):
_permits Government agencies ‘to ~incur-

BALANCES OF BUDGET AUTHoéITY: The amount of budget
authority that is unspent at the end of the fiscal year
and that is still available for conversion into outlays

in the future. Such amounts are called “unexpended" or
"undisbursed" balances.

Balances of budget authority result from the fact that
not all budget authority enacted in a fiscal year is
obligated and paid out in that same year. Unexpended
balances are normally presented in the budget as either
"obligated" or ‘“unobligated" balances. The obliyated
balance is that portion of the unexpended balance that
has been committed (obligated) but not yet paid. The
unobligated balance is that portion #that is carried

forward and is still available for obligation. (See
Balances of Budget Authority. an analysis of

unobligated and obligated balances of the Federal
Government. The information therein is derived from
Part 1 of the Budget Appendix. This document is
issued separately from the budget and is available by

request to OMB.)

See AUTHORITY TO SPEND DEBT REGEIPTS

A proposal, submitted by the President
after his formal budget transmittal, that increases or
decreases the amount of budget authority previously
requested in the budget. Amendments are transmitted

" prior to completion of appropriation action by both

Houses of Congress.

law that
obligations,
requiring either immediate or future payment of money.
The amount authorized by the Congress to --become
available for obligation in a given f1scal year is
called budget authority for such year. .

Authority provided by

There are three basi¢' kinds : of budget authorlty--
appropriations, contract authority, . and. author1ty to
spend debt receipts. Although - the amount of budget
authority is usually specified in the legislation that
makes it available (definite authority).. the amount is
left indefinite in some instances and is determined. by

_ subsequent circumstances (1nd§f1ni1e authority), e.g.,.

percentage of specified receipts. Most authority to
obligate funds requires action by the Congress each
year (current authority). However, under .some Jlaws,/ "
budget authority becomes ‘available from time to time -
without further "action Dby: the Congress  (permanent
authority). (For detailed
authority, see Part 8 of the Budget, "The Federal
Program by Agency and Account." and Parts 1 and III of
the Budget Appendix. For a summary of this data. see
Part 9 of the Budget, "Summary Tables.")

BUDGET DEFICIT: For any given year, an excess of budget
outlays over budget

receipts. The amount of the

4

estimates of _budget: .



deficit is the difference between outlays and receipts. CONTRACT AUTHORITY: A type of budget authority that permits
Deficits are financed primarily by borrowing from . the an agency to incur specific obligations in advance of
public. See also FEDERAL DEBT. (For . further an appropriation. ContTact authority does not provide
information, see Part 2 of the Budget. “"Perspectives on the money to pay the obl1g§tion: thergfore, it must be:
the Budget." and summary tables 1.2.10, and 20 in Part followed by an "appropriation to liquidate" (pay) any
9.) . . obligations incurred. (For detailed estimates of
: : . contract authority, see Part B of the Budget. "The
BUDGET RECEIPTS: Collections from the public that resuilt Federal Program by Agency and Account." and.Part 1 of
from the sovereign or other compulsory powers: . of .the the Budget AppgnQIx. For summary of this data. see
Government. They: consist primarily of tax revenues, summary table 6 in-‘Part 9 of the Budget.)
but alsoc include receipts from court fines.  regulatory o - .
requirements for certain licenses., and war reparations. CONTROLLABILITY: ‘The abitity of the Congress and the
(See Part 4 of the Budget., "Budget Receipts." -and Pres1dent'to increase or decrease outlays in the vyear
summary tables 1,2,11,16,19. and 20 invPart 9.) . in question, generally the current’/ or budget year.
"Relatively uncontroltiable" refers to spending that the
BUDGET SURPLUS: For any given year. an excess of budget : Goyernment cannot.increase or decrease wi?hout changing
receipts over outlays. The amount of :the surplus . is existing substantive law. Such spending is usually the
the wdifference between receipts and outlays. - (See result of open-ended programs and fixed costs (e.g..
summary table 20 in Part 9 of the . Budget for a social security, veterans benef}ts) and payments coming
historical presentation of budget surpliuses ' and ) due under commitments made earlier. (See Part 2 of the
deficits.) N . . Budget, "Perspectives on the Budget."” for more
discussion and summary table 14 in Part 9 of the Budget
BUDGET UPDATE: A statement summarizing amendments to or for figures showing outlays by = degree of .
revisions i{in the budget authority requested, the Conthollabilitv-) .
1 31 ed outlays, and the estimated receipts for a .
??;c:?tygar thatyhas not been completed. Pursuant to CURRENT AUTHORITY: See BUDGET AUTHORITY
ion and Impoundment Control Act of
:;54C°Tgff§5‘gg?;asf?ge:he roe et s required  to CURRENT  SERVICES BUDGET: Information required by the
* transmit such statements to the Congress by April 10 Congressional Budget and Impoundment Controi Ac? of
and July 15 of each year (beginning in 1976): however, 1974 (P.L. 93-344) to be transmitted by the President
he may also prepare and publish them on his own to to the Congress., by November 10 of each vyear. The

current services budget 1is required to show the
estimated outlays and proposed appropriations that
CAPITAL 'OUTLAYS: Outlays that yield benefits over several " would be necessary to continue existing programs at

nsis f Federal! outlays for investments their current operating levels (without policy changes)
years and consist o 4 in the ensuing fiscal year, together with the economic

initiative,

in: . : and programmatic assumptions underlying them.
.- 1 ets of both a physical and financial
n;$3ﬁ:§ ass ° i DEFERRAL: Any executive branch action or inaction--
' _ ) _ including the establishment of reserves under the
.- . and private physical assets; and » Antideficiency Act--that delays the availability of
State. local, a P Py : funds . Pursuant to the Congressional Budget and
e developmentai expenditures that -add to -the Impoundment Control! Act (P.L. 93-344, Title X). the
Nation's capacity for better education, technical ) President is required to report each deferral to the
innovation., and health services. . Congress 1in a special message,published in the Federal
. Register. (For a further discussion of deferrals and
i i : i liy-established system for monitoring
For  further information on capital outlays. see the congressionally
épecial Analysis D, "Investment., Operating, - and Other and regulating such actions. see Part 6 of the Budget,
Budget Outlays.") i ) . "The Budget System and Concepts.") .
’ : DEFICIENCY  APPORTIONMENT: A distribution of available
CONTINUING RESOLUTION:  Legislation enacted by the Congress .

o to provide authority for agencies to cont inue . . budgetary resources for the fiscal year Fhat
operations until  their regular .appropriations are anticipates the need for supplemental budget authority.
enacted. . Continuing resolutions -are 'enacted . when ~ Such apportionments may only be under certain specified
action on appropriations :ts: not .completed  By. the conditions provided for in law (31 U.S.C. 665. 665a).

In such 1instances, the need for additional budget

i i fi 1 ar.
beginning of a Tiscal ve - . authority i{s usually reflected by making the amount

apportioned for the fourth quarter less than the amount
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that will actually be required. (See also

APPORT IONMNET)
DEFINITE.AUTHORITY: See BUDGET AUTHORITY

'DEPOSIT FUNDS: Aécounts. outside the budget. established to
record receipts that are either:

-- held in suspense and ltater refunded or paid into
some other fund, or

-« held by the Government as banker or agent for
others and paid out at the di'scretion of the
owner .

Deposit funds fnclude sévings accourits for military
personnel. State and local income taxes withheild from
Federal employees’ salaries., and payroll deductions for

the purchase of savings bonds by civilian employees ofl

the Government.

DIRECT LOANS: Any disbursement of funds (from any sou¢ce)--
all or part of which is contracted to be repaid with or

withbut 1interest. This term also includes sales of
federal assets on credit terms of more than 90 days
duration, (See Special Analysis E. "Federal Credit
Programs.* and the table on " Loan Disbursement,
Repayments, and Net Outlays" in Part 1V of the Budget
Appendix.)

EXPENDITURES: See OUTLAYS

FEDERAL DEBY. GROSS: The sum of all borrowings by the
feceral Government from both the public and Federal
agencies. The gross Federal debt represents the
cumulative effect of all debentures issued by the

Treasury and by other agencies that have been provided .

vauthority to spend debt receipts." The annual budget
deficit or surplus and the activities of off-budget
agencies are the principal determinants of changes in
the gross Federal debt. (For data on the gross Federal
debt. see summary tables 1,10, and 19 in Part 9 of -the
Budget. For further discussion., see Part 2 of the
Budget. "Perspectives.")

FEDERAL ' FUNDS: funds collected and used by the. Federal
Government and available for the general purposes of
the Government. The major federally-owned funda is the

general fund, which is derived from general taxes and:

borrowing and is used for the general purposes of the
Government. Feceral funds - also include certain
earmarked receipts. such as those generated by .and used
for the operations of Government-owned enterprises.
(For information on Federal fund transactions., see Part
2 of the Budget. "Perspectives.," and Special Analysis
B, *Funds in the budget.")
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FISCAL YEAR: Currently, the vyear running from July 1 to
June 30. and designated by the calendar year in which
it ends. Beginning with fiscal year 1977. it will be
defined as the year running from October 1 to September
30 and will be designated by the calendar year in which
it ends. (For a further discussion of the change. see
Part 6 of the Budget, "The Budget System and
Concepts.")

FULL-EMPLOYMENT BUDGET: The estimated receipts, outlays,
and surplus or deficit that would occur if the economy
were continually operating at full capacity
(conventionally defined as a 4% unemployment rate for
the civilian labor force). The differences between
"full-enployment” receipts and outlays are called
"full-employment budget margins.” Changes i{in these
margins from one year to the next provide a rough
measure of the impact of fiscal policy on the economy--
a measure that 1is less obscured by -‘the impact of
changes in unemployment rates on the budget.

Although the 4% figure jis used in the budget, any other
rate could be substitute. For example, if 4.9% (the
1974 -level of unemployment) were used, the actual 1974
deficit would be the full-employment margin for 1974,
Computations on this basis would show an increase in
the deficit for 1975 and 1976. This pattern of year-
to-year change is similar to that estimated on the
basis of a 4% unemployment level. (See Part 3 of the
Budget, "Economic Assumptions and Long Range Budget
Projections." for further discussion and for budget
estimates on a full-employment basis.) :

FUNCTIONAL CLASSIFICATION: A means of presenting budgetary
data in terms of the major purposes be¥ng served. Each
program or activity 1{is placed in the single category
(e.g.. national defense, health, agriculture) that best

represents its major purpose. regardiess of the
spending agency or department. (For a presentation of
budget totals in terms of functional categories. see
Part 5 of the Budget, "The Federal Program by

fFunction." and summary tables 2,13, and 17 in Part 9.
For further discussion of the concept. see Part 6 of
the Budget. "The Budget System: and Concepts.')

GOVERNMENT - SPONSORED ENTERPRISES: Agencies established and
chartered by the Federal Government to perform
specialized functions needed to achieve national
objectives (e.g., Federal land banks and Ffederal home

loan banks). The earlier enterprises were all created
with partial or full Government ownership, and direct
Government control. Some of these have been converted

to private owernship, and some new Government-sponsored
enterprises have been established as privately owned
institutions. The privately owned Government-

“ sponsored enterprises 1in which the Government has no

equity are excluded from the budget totals. However,



information for these agencies is .included in Part IV
of the Budget Appendix. .

GUARANTEED. LOANS: Loans made by private or State and local
government lenders for which the Federal Government
covers part or all ‘of any defaults. (See Special
Analysis E, "Federal Credit Programs.")

IMPOUNDMENT : A term used to characterize any executive

pranch action that’precludes the obligation of  funds
appropriated by the Congress. (See DEFERRAL and
RESCISSION)

INDEFINITE AUTHORITY: See BUDGET AUTHORITY:

INTERFUND TRANSACTIONS: A subcategory of intragovernmental
transactions (see OFFSETTING RECEIPTS). consisting of
all payments from the federal fund group toc trust funds

or vice versa. These are shown as payments or outlays .

by one fund group and receipts by the other. To avoid
double counting of these amounts, which are also shown
initially as receipts in the paving fund group and
subsequently as outlays in the receiving fund —group
interfund transactions are deducted from the sum of all
Federa! fund and trust fund transactions in arriving at
unified budget totals. (See Part 6 of the Budget. *The
Budget System and Concepts." for a further discussion
" of the concept. See summary table 12 in Part 9 of the
Budget .. for Government-wide estimates of offsetting
receipts.) -

INTRAGOVERNMENTAL TRANSACTIONS: See OFFSETTING RECEIPTS

LAPSED “~FUNDS: Budget authority that, by law, ceases to be
avai lkable for obligation. :

LOANS: See DIRECT LOANS or GUARANTEED LOANS
MANDATORY SPENDING LEGISLATION: See BACKDOOR SPENDING

MULTIPLE-YEAR APPROPRIATION: An, appropriation that s
available for a specifiéd number of years,

NATIONAL DEBT: See FEDERAL DEBT. GROSS

NATIONAL INCOME ACCOUNTS (NIA): A social accounting system
maintained by the Department of Commerce, in which the
income and expenditures “of households. corporations,
and other sectors of the national economy:are estimated
and published quarterly. -and annually. (See Special
Analysis A, “Federal Transactions -in . the ' National
Income :"Accounts.,* for -a ‘discussion of the- budget as

measured in NIA terms. For a summary of NIA data. sece
summary table 18 in Part 9 of the Budget.)

NO-YEAR APPROPRIATION: An appropriation madeAavaflable for

obligation until the objectives have been obtained
(e.qg.. appropriations for major - construction,
procurement, research and development.) Accordingly,

there is no time limit set on the availability of the
funds for obligation.

OBJECT CLASSIFICATION: ° A means of analyzing the obligations

incurred by the Federal Government in. terms of the
nature of the goods or services purchased (e.g.,
personnel compensation, supplies '’ and materials,
equipment, etc.), regardless of the agency involved or
purpose of the programs for which they are used. (See

also the Introduction to Part 1 of the Budget Appendix
and the Qbject Class Apalysis., a summary of object
classification information compiled by OMB and issued
separately from the Budget. This analysis is available
upon request to OMB. For detailed estimates of
obligations by object class for each account .in the
Budget., see Part 1 of the Budget Appendix.) )

OBLIGATED' BALANCE: See BALANCES OF BUDGET AUTHORITY' .

OBLIGATIONS: Contracts or other binding commitments made by
" Federal agencies to pay out money for products,
services, or other purposes--as distinct from actual
payments. Obligations incurred may not be larger than

available budget authority. (For detailed estimates on
obligations by  account, see Part 'I of the Budget
Appendix;. For a summary of such data by major agency,

see summary table 7 in Part 9 of the Budget and table
B-3 in Special Anaiysis B, "Funds in the budget.")

OFF-BUDGET AGENCIES: Federally owned and controlled
agencies whose transactions have been excluded from the
budget totals under provisions of law (e.g.. Rural
Telephone Bank, .Postal Service. Federai Financing
Bank). The fiscal activities of these agencies are not
reflected 1in either budget outltays  or the budget
surplius - or deficit, and the appropriation requests for
their off-budget activities arg not included in the
totals of budget authority. (See Part 2 of the Budget,
"Perspectives on the Budget.," and Part IV of the Budget
Appendix, "Annexed Budgets.") . .

OFFSETTING RECEIPTS: Composed of (1) proprietary receipts
from the public derived from Government activities of a
business-type or market-oriented nature that are offset
against related budget authority and outlays: - and (2)

intragovernmental transactions. Intragovernmental
transactions are payments from governmental accounts to
budgetary receipt accounts. Since they are payments

from the Government to itself, they are offset againstﬁjf‘nw

.outlays rather than being counted as budget receiptsi. '
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(See Part 6 of - the Budget., "The"Budgetf System and

Concepts." - for further discussion of the concept. See

summary table 12 in Part 9 of the Budget fo

Government-wide estimates of offsetting receipgs ) f REIMBURSEMENTS: .Sums received that are authorized by law .to

: be credited directly to specific: appropr1at|pn

ONE-YEAR APPROPRIATION: An appropriation made avai)able for accounts.  These amounts are deducted from the total

obligation for one year. obligations incurred to determine the ‘outlays for., suqh

- , B s | 0 accounts. _ o -

CPEN-ENDED PROGRAMS: Programs for . which the law places no - o AT : 2 Lo,

limit on the ambunt of obligations that pmay be RESCISSION:  Enacted legisiation that .cancels (rescinds) .

inCurred. They ‘are programs for ~which eligibility buaget authoflty previously . granted by the  Conyress

standards are established by law, and - outlays are that otherwise would remain unused and ‘available for

determined by the number of eligible persons who apply - . obligation. Pursuant to the Congressional -Budget . .and

Impoundment Control Act (P.L. 93-344. Title X).<the
President is required transmit a“special message. ‘to the’
Congress whenever he proposes -rescission. ‘of budget.

for benefits. Thus, for example, Vveterans’ benefits
programs and Medicaid are open-ended programs. (For
estimates of outlays for such programs, see.  summary

table 14 in Part 9 of the Budget.) authority. These speCial messages are also required to
‘ ' . ) be published in the Federal Register. -(For a further

OUTLAYS: Checks issued, interest accrued on the public ?iscu551on of feSCjSSIons. see‘P?rt 6. ' of the Budget,
debt. or other payments made., offset - by refunds and The Budget System and concepts. ") e
reimbursements. (For detailed estimates of outlays b . . ST e
account, see Part 8 of the Budget, "The Feceral Progra% RESERVES:  Portions of obligational authority set aside
by Agency . and Account.". and Part. I of the Budget under the authority of the Antideficiency: &ct- (313
Appendix. For a summary of this data, see Part 9 of ‘ U.S.C. 665) for contingencies or “to effect savings
the Budget. "Summary TAbles.") e i whenever savings are . made possible by or:. through

o changes in requirements or greater- eff1c1ency;§pf

PERMANENT AUTHORITY: See BUDGET AUTHORITY ' operations. (See DEFERRAL and RESCISSION) LT

- - ; REVOLVING FUND: A fund established to finance a eoﬁtjnuinb
PROPRIETARY RECEIPTS: See OFFSETTING RECEIPTS cycle of operations in which expenditures generate
. ’ ‘ o receipts. Outlays for revolving funds: are regularly

) stated net of receipts collected by  the fund: ~There

PUBLIC DEBT: The total of all direct borrowings of the are ohree types of revolvind f“”ds"PUD“g enterprise,

: United States Treasury, as opposed  to borrowings of ntragovernmental. an rust revolving funds. (See
other Federal agencies. See also FEDERAL DEBT. (For PUBLIC ENTERPRISE FUND and TRUST FUND. See also Part 6
estimates on the public debt. see summary tabies. 1.10, of the Budget. "The Budget System .and Concepts" for.
and 19 in Part 9 of the Budget.) -~ further discussin on the concept.) = R

PUBLIC ENTERPRISE FUND: A type of revolving fund authorized SPENDING AUTHORITY: See BACKDOOR AUTHORITY - -». . _.

by law to finance a continuing cycle of business-type

rati with receipts from . 'such operations. ‘ ' ' R
operat)ons P ° SUPPLEMENTAL APPROPRIATIONS: Appropriations made by the

Receipts are primarily derived. from outside the » . ! >
Government and are available in their entirety for use Congress, after ~an initial appropriation. to cover -
by the fund. Examples are the Tennessee Valley expenditures beyond origimal estimates. (For..
Authority and the Commodity Credit Corporation. (For information on supplementals requested in the budget.
summary data on public enterprise fund. transactions. see Part 111 of the Budget ApDendlx- "SUleemental and. "
see Special Anatysis B. “Funds .in the budget. For ‘ Amended” . Appropriotion Requests." ' ..Supplementals.
detailed estimates see Part 8 of the Budget., "The previously requested ‘are ' shpwn with tne aDDrODPiate

in part 1 of the Appendix.) ,

Federal Program by Agency and Account“ and Part 1 of ‘ account
he Budget endix. ca

the Budget App X ) , ‘ 1 TAX EXPENDITURE: . Tax revenue losses attributable to laws of i=
REAPPROPRIATION: Authority provided by the Congress to % the United states which provide tax exclusions, tax

continue the availability of unobligated baltances - that . 0w deductions. preferential tax rates. or tax deferrals.
have lapsed. ‘ (For more information, see Parts 2 and 5 of the Budget;"

and Special Analysis F, "Tax Expenditures.")

RECEIPTS: Collections during - the ear, Receipts are - ! _ -
classified into two types.g (See ‘guDGET RECEIgTS and TRANSITION PERIOD: The 3-month period (July 1 to September
OFFSETTING RECEIPTS) SRR - " 30. 1976) between fiscal year 1976 and fiscal year 1977

. that 1is designed to bridge the gap resulting from the
11 ; change from a July to June fiscal year for 1976 to an

October to September fiscal year for 1977. This period
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is also referred to as the "transition quarter.* (For
a summary of budget estimates for-this period. see Part
7 of the Budget. “Transition to the New Fiscal Year.")

TRUST FUNDS: Funds collected and used by the: Federa)
Government, for specified purposes in accordance with

the terms of a trust agreement or statute (e.g.. soGial -

secur ity and unemployment trust .funds). - Receipts held
in trust are not avaitable for the general purposes of
the Government.. - .Trust fund  receipts that are  not
anticipated. ‘to be used in  the immediate future are
generally tnvested in Government  securities and. earn

interest. . (fFor  summary information ‘on trust fund
transactions. see Part 2 of the Budget' "Perspectives."
and Special Analysis B. "Funds in the budget." For
detailed estimates. 'see Part 8 of the Budget. "The

Federal! Program by Agency and Account” ‘and Part I of
the Budget Appendix.)

UNDISTRIBUTED OFFSETTING RECEIPTS: Composed of (1) payments
to tryust funds by Government agencies. as. employer. for
their employees’ retirement. (2) interest paid ‘to trust
funds on their investments in Government securities;
and - (3) proprietary receipts from rents and royalties

on the Outer Cont.nenta! Sheif lands. {For a more
; detailed discussion, -see Part 6 of the Budget. "The
" Budget System and Concepts." For data, see Part 8 of
the Budget'. "The Federal Program by Agency - and
Account " and summary table 12 .in Part 9..of .the

_ Budget.) o R N _ g
UNIFIED BUDGET: The budget of the Federal Government. In

the . -Federal " Budget, ‘the receipts and .outlays - for
Federal funds and trust funds are combined, and. the
various interfund transactions that occur between them

are deducted before arriving at the totals. (For
summary data., see Part 9 of the Budget, ' "Summary
Tables.")

UNOBLIGATED BALANCE: .See BALANCES OF BUDGET AUTHORITY -

WARRANT: - Document = {Treasury Form 523) that must be issued
by the Secretary of the Treasury before appropriated
moneys  can be withdrawn from the Treasury.
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THE BUDGET DOCUMENTS:

Data and analyses relating to the budget for 1976 are
published in tour GOCUments

The Budget of the United States Government., 1976
contains the information that most users of the budget would
normal'ly need, including the Budget Message of the
President. The Budget presents an overview of the
President’s - budget proposals and includes explanations of
spending programs and estimated receipts. This - document
also contains a description of the budget system and variocus
summary tables on the budget as a whole.

The Budget of the United States Government, 1976--
Appendix contains detailed information on ‘the various
appropriations and funds that comprise the budget.

The Appendix contains more detailed information than
any of the other budget documents. It includes foir each
agency: the proposed text of appropriation language. budget
schedules for each ‘account, explanations of the work "to be
performed and the funds needed. proposed general provisions
applicable to the appropriat ons of entire agencies or
groups -of agenciés., and schedules of permanent positions.
Supplemental proposals for the current vyear and ‘new
legisiative proposals are identified separately.
Information is also provided on certain activities, whose
outiays are not part of the budget totals. ,

Special _ Analyses, Budget of the United States
Government, 1976 contains 17 special analyses that are
designed to highlight specified program areas or provide
other significant presentations of Federal budget data.

This document includes analytical information about:
Government finances and operations as a whole and how they
affect the economy: Government-wide program and financial
information for Federal education., manpower., health. income
security. civil pights, and crime reduction programs; trends
and developments in the areas of Federal aid to State and
locai goverhments, research and development . and
environmental protection. :

The United States Budget in Brief, 1976 provides a more
concise, less technical overview of the 1976 Budget than the
above volumes. Summary and historical tables on the Federal
budget and debt are also provided, together with graphic
displays.
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SUPPLEMENTARY BUDGET BACK-UP MATERIAL:

Balances of Budget Authority: Budget for Fiscal Year 1976
(Cffice of Management and Budget. February 1975)

Object Class Analysis: Budget for Fiscal Year 1976
{Office of Management and gudget. February 1975)

OMB Circular No. A:11, "Preparation and submission of budget
estimates" ‘

OMB Ctircular No. A-34, "Instructions on budget execution*
§

OTHER REFERENCE MATERIAL: 2

Budget Concepts and Terminology: The Appropriations Phase
{Congressional Research Service. November 21, 1974)

The Federal Budget Process (Revised)
(Congressional Research Service. December 29, 1872)

Financial Management Functions in the Federal Government
(The Joint Financial Management Improvement Program,
September 1974) .

. Report of the President’s Commission on Budget Concepts
(GPO. washington, D.C.. October 1867)
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U.S. BUREAU OF RECLAMATION 5
BUDGET FY 1976 AND TRANSITION QUARTER

SUMMARY APPROPRIATION TOTALS

FY 1976 PROURAM
. Tvpe of tiencral Advance Operation and FY 1976 Transition
Project - 1 Project Investigations Planning Construction Maintcnance Other Total Quarter [l]
T CENERAL ADMINISTRATIVE EXPENSES 21,420,000 | 21,420,000 5.600,000
EMERGENCY FUND 1,000,000 1,000,000 200,000
| GENERAL INVESTIGATIONS 20,485,000 20,485,000 6,660,000
[ TLOAN PROGRAM 15,515,000 | 15,515,000 3,355,000
CONSTRUCTION AND REHABILITATION 3,400,000 295,281,000 298,681,000 | 91,050,000
OPERATION AND MAINTENANCE . 131,810,000 131,810,000 | 33,665,000
UPPER COLORADO RIVER STORAGE PROJECT 1,648,000 38,512,000 40,160,000 | 15,590,000
L .
COLORADO RIVER BASIN PROJECT ' 29,240,000 17,440,000 | 46,680,000 | 18,310,000 .
COLORADO RIVER BASIN SALINITY CONTROL
PROJECIS ~ 1,585,000 18,085,000 19,%70,000 7,130,000
i L
GRAND TOTAL 20,485,000 6,633,000 381,118,000 ] 131,810,000 | 55,375,000 595,421,000 }173,560,000 5
+ 25,290, i [2]
; . v,
| T WILLE (3]
L Cong+ruction ; VAITLARILE 1976 & R .
CONSTRUCTION: $403,3 million is provided in fiscal year 1976 to 1975 {807,000 | (=251 ] [2]
continue construction on 69 projects or major units or divisions of o 1972 31000
projects, throughout the 17 western states. These include 8 loan pro- - £ *
gram projects*and four new construction starts that were deferred from ' ~973 224,000,
fiscal year 1975, These four projects are Dallas Creek, (olorado; 7 1973 104000
Fruitland Mesa, Colorado; Savery-Pot Hook, Colorade-Wyomirg; and the £ :
Jensen Unit, Utah, of the Central Utah Participating Project. 1 1971 326,000
) i 1970 2751000.
' i ; : : T 1969 1280,000,
*On-going loan pProjects; no newly approved loan| project 1s pending [many are in pipeline]

.
[l] For transition to new budget~fiscal year} covers July 1 - Sept. 30, 1976.

Funds deferred from FY 1975, to be rkleased for 1976.
Liquidation of contract authority (thermal power- Colo.River)




DEPARTMENT OF THE ARMY - OFFICE, CHIEF OF ENGINRERS
PROGRAM OF ARMY ENGINEERS CIVIL WORKS FOR FISCAL YEAR 1976
AND THE 1976 TRANSITION QUARTER (1 JULY-30 SEPTEMBER 1976)

"Construction, General," funds are requested for 235 continuing construction projects, 2 continuing land
acquisition projects, 3 reimbursements, and 3 rehabilitation projects. 1In the 1976 transition quarter, funds also are requested for one
continuing project not included in the Fiscal Year 1976 request. Construction will be completed on 24 projects with the funds requested
for Fiscal Year 1976 and on one project with funds requested for the 1976 transition quarter. Funds also are requested for continuation
of planning on 99 projects, initiation of planning on 15 others, and one special project. The funds requested for the Mississippi River
and Tributaries project will provide for continuation of construction on 13 features of the project. See pages 8l through 84 for a
detatled listing.

For Fiscal Year 197¢, under

The program amount and the funds requested fer Fiscal Year 1976 and the Transition Quarter are as follows:

Appropriation Request
1976 Transition

Fiscal Year 1976 Quarter

$ $
General Investigations ........ceviieiinieeenrreines venonnnannannas 62,200,000 15,550,000
Construction, General ..... et et et er e et e 1,092,700,000 360,000,000
Operation and Maintenance ........ivueeivieniennnroseonecsanennnnans 547,700,000 136,900,000
General EXPeNSES ....viveerseroosreanonaanostoensosoosootsasoscnsas 42,700,000 10,675,000
Flood Control, Mississippil Piver and Tributaries ........ceeeeeuu.n 153,600,000 53,000, 000
Flood Control and Coastal Emergencies ......ieeivevessoveacsaannons 40,400,000 3,750,000
Special Recreation Use FEES ..vivivssreerroensiosncoscosascaonessns 1,900,000 -
Permanent Appropriations (Estimated) .........c.ccivvevrececioncnnans 4,500,000 1,102,000

1,945,700, 000 580,977,000
+ 58,448,000 *

2,004,148, 000

Subtotal Appropriation
Add deferred FY 1975 funds budgeted for use in 1976
TOTAL - CORPS

* TFunds deferred from 1975 used to finance construction
in 1976 in addition to 1976 appropriation request.

WESTERN STATES APPROPRIATIONS - CIVIL WORKS - 1976

ARIZONA $ 3,172,000 MONTANA R 17,675,000 OREGON 89,284,000
CALIFORNIA 91,837,000 NEBRASKA 15,966,000 S. DAKOTA 8,149,000
COLORADO 22,937,000 NEVADA 210,000 TEXAS 82,155,000
HAWAII 3,817,000 NEW MEXICO 8,363,000 UTAH 105,000
IDAHO 12,287,000 NORTH DAKOTA 8,130,000 WASHINGTON 128,779,000
KANSAS 38,628,000 OKLAHOMA 58,176,000 WYOMING 600,000

TOTAL $ 590,270,000



FOR IMMEDIATE RELEASE April 30, 1975

Office of the White House Press Secretary

THE WHITE HOUSE

STATEMENT BY THE PRESIDENT

Thig week the Congress has an opportunity to show the American
people where they stand on fiscal responsibility.

Under a new procedure established by the Congress last year, Budget
Committees have been established in both the House and the Senate.

These Committees have been hard at work since the 94th Congress convened.
Each Committee has now produced a resolution calling for a ceiling on
Federal spending for fiscal year 1976 and these resolutions will come
before the Members for a vote this week.

As you know, when I signed the tax cut bill, I drew my line on the
Federal deficit at $60 billion. I reaffirm my commitment to that
$60 billion ceiling and urge in strongest possible terms its
acceptance by Congress.

Both the House and the Senate resolutions would raise my ceiling.
The Senate resolution would approve a deficit of $67 bi}lion; the
House $73 billion. I strongly believe my limit is far preferable to
either alternative.

Until now, there has been no mechanism for instilling discipline in
the total spending actions of the Congress. Instead, the legislative
process has proceeded in a piecemeal fashion, each Committee acting
on its own. As a result, no one in Congress was responsible for
assuring that we could afford evervthing that was enacted.

Our economic circumstances cannot tolerate such a haphazard approach.
Therefore, I urge, in the strongest possible terms, that both Houses

of Congress adopt a spending ceiling resolution. The national interest
requires that Congress draw a firm spending and deficit line.

# # #
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Mr. CRANE. Mr. Speaker, for a num-
ber of years now, I have been concerned
about the growing deficits in the Federal
budget and the impact of these deficits
on inflation and capital investment. Re-
lease of the President’s budget for fiscal
1976, with its $52 billion deficit, height-
ened my apprehension and the steady
escalation of the estimated budget
deficit since then has done nothing to
allay my fears about the direction in
which our economy is headed. At the
time the House budget resolution was
considered, a number of Congressmen,
myself included, made an effort to stipu-
late that expenditures should not exceed
revenue in fiscal year 1976, but, unfor-
tunately, that effort was defeated 311
to 94. )

Ultimately, however, such an effort
raises two important questions, namely,
what specific programs are to be cut to
reduce the fiscal year 1976 deficit to zero
and how likely is it that such cuts will
be approved given the present disposi-
tion of Congress.

Answering the second question first, It~

is obvious that, at the moment, Congress
is disinclined to opt for a balanced budget
because most members seem to be pre-

occupied with recession despite the fact
that inflation is the root cause of
recesssion. However, if the coming
budget deficit of $70, $80, or $100 billion
sets off another inflationary spiral as
many people are persuaded it will, that
mood may change and Members of Con-
gress may be willing to look at possible
alternatives, particularly if they are set
out in specific terms. Therefore, for that
reason, if for no other, specific alterna-
tives providing for a balanced budget
should be presented.

However, there is another considera-
tion—the role Government should play
in the economic life of this country. As
one who has long believed in the con-
cepts of free enterprise and limited Gov-
ernment, I not only want to see deficit

CUTTING THE BUDGET:
A SUMMARY ~ — —

spending curtailed but Government sub-
sidization and regulation reduced. His-
tory clearly shows that increasing the
role of Government not only decreases
personal liberty but, through interven-
tion in the free market system, hampers
economic growth. Understandably, all
Americans want a larger piece of the eco-
nomic pie, but governmental regulation
of the size of the slices is far.less likely
to produce that result than letting the
free enterprise system bake a bigger pie.

“Therefore, I have prepared a proposal
that would not only produce a balanced
budget in fiscal 1976, but would reduce
Government intervention in, or control
over, various aspects of American life,
Frankly, this proposal represents what
I would like to see happen, politically
and philosophically as well as financially,
but I recognize that, given the makeup
of the present Congress, the chances for
adoption of all, or parts of it, are mini-
mal at best. However, I would hope that,
by making these suggestions, I wilt stim=-
ulate interest in and discussion of a bal-

-gnced—budget ——and how —it—may- be

achieved.

I should also note that this proposal
represents a rough outline rather than a
polished final draft. I would hope that,
s discussion of it proceeds, criticisms
will be made, refinements will be sug-
gested and imperfections will be worked
out. Unfortunately from a research
standpoint,  and fortunately from the
standpoint of the taxpayer, the resources
of an individual Congressman are not
comparable to that of the Budget Com-
mittees, the executive branch or OMB, so
there are bound to be some things that
need to be corrected or improved. How-
ever, even organizations like OMB have
had difficulty estimating expenditures
and revenue, especially the latter, so that

problem should not constitute a fatal

drawback.

‘When the President proposed this fis-
cal year 1976 budget last February 3, he
stated revenues would be $297.5 billion,
he suggested outlays of $349.4 billion and
he proposed a deficit of $51.9 billion. Us-
ing the figures in the President’s pro-
posed budget and postulating opposition
to spending programs that either have
increased or will increase the deficit, my
feeling is that we cannot only cut ap-
proximately $52.5 billion from the Presi-
dent’s original budget, but that we can
keep the revised budget in balance for

- fiscal 1976.

achieve this, I am recommending
that approximately $6 billion' be cut
from the defense budget in the areas
of personnel support facilities and mili-
tary assistance, that $4% billion be
trimmed from foreign aid, that $190 mil-
lion be cut from space and technology,
that approximately $3 billion be trimmed
from natural resources, environment and
energy, that just over $800 million be
chopped from agriculture, that $4.6 hil-
__lion ke taken from community develop-
ment, that over $8% bhillion sliced from
commerce and transportation, that over
$4 billion be taken out of education,
manpower and social services, that over
$700 million be trimmed from health,
that $10.5 billion be cut from public as-
sistance and income security, that $269
million come out of veteran’s benefits,
that $1.15 billion be cut from law en-
forcement and justice, that $800 million
come out of general government and that
$7% billion be subtracted from budget
allowances.

In proposing these cuts, I have not left
any sacred cows. All 14 functional areas
of Government have come in for atten-
tion, with the nature and size of the cuts
being determined by 6 basic premises.

The first premise is that any program
vital to national security not be cut.
However, as you will notice, this is not
intended to provide a blanket exemption
for the defense budget; in fact the $6
billion in defense cuts I am proposing are



larger than either of those proposed by
the House and Senate Budget Commit-
tees and will enable us to shift $1 billion
to badly needed weapons research and
development.

The second premise is that businesses,
agricultural interests, and individuals
should rely on their own skills and ini-
tiative and not on the Government. Con-
sequently I am proposing that, wherever
possible, Government subsidies to the
able-bodied—corporate and otherwise—
be eliminated.

The third premise is that excessive
Government regulation has had much to
do with businesses and others getting
into the kind of economic difficulty that
results in requests for subsidies. Further-
more, such regulation, while intended to
promote competition and help the con-
sumer, has had just the opposite effect.
Therefore, I am calling for the elimina-
tion of a number of Government regula-
tory agencies on the grounds that they
are counterproductive for the business-
man, expensive for the consumer, and
hard on taxpayers. Proof of that may be
found in recent White House estimates
to- the effect that unnecessary and in-
efféctive Government regulations are
costing the average American family
$2,000 a year.

‘The fourth premise is that programs
that have not workedy or can easily be
delayed, should be either dropped or
postponed. Certainly foreign aid falls
into this category; we have been Santa
Claus to the the world for years now and
the world could not seem to care less.

The fifth premise is that, as a matter
of equity, all groups should be treated
alike. Accordingly, I am suggesting that
special interest group programs either
be eliminated or cut back to a per capita
level no higher than that being provided
to all other Americans.

The sixth and last premise is that all
other program reductions be as uniform
as possible. Therefore, I am recommend-
ing that all programs that seem desir-
able but are not vital to national secu-
rity, be rolled back fo fiscal year 1974
levels. Surely, on these programs, we can
get by with what we spent less than 2
years ago. And, by instituting such a
rollback policy, we will encourage, if not
force, greater administrative efficiency
and an effort to eliminate waste and
duplication.

Included in the cuts I am suggesting
is: A 200,000-man troop reduction for
the U.8. Army; the phaseout of un-
needed military bases, the elimination of
the food-for-peace program; reduction
of our contribution to the United Na-
tions and to multilateral assistance pro-
grams; elimination of funding for the
Agency for International Development,
the Peace Corps, and the Job Corps;
foregoing participation in the special
financing facility program that would
help other countries with their balance-

of-payments. problems; postponing con-
struction of waste treatment plants and
the Interstate Highway System for at
least 1 year and, elimination of subsidies
for airlines, railroads, buslines, ship-
ping, agricultural interests, the Postal
Service, students, and individuals who
are perfectly able to take care of them-
selves.

In addition, my proposal would cut out
funding for programs such as urban re-
newal, Model Cities, subsidized housing,
and for regulatory agencies such as the
ICC, the CAB, and the FTC. Moreover,
the proposal would not only eliminate
the food stamp program but also envi-
sions the amendment of the welfare pro-
gram and the unemployment compensa~
tion program so that those who are not
really in need do not become a burden on
those who are working. And, finally, these
proposals envision acceptance of the
President’s 5 percent cap on entitlement
programs while rejecting his call for en-
ergy cost rebates to individuals, State,
and Federal agencies.

All in all, these cuts, coupled with the
other terminations and rollbacks con-
tained in this proposal, offer what I be-
lieve to be a reasonable way of balancing
the budget and buttressing the free
enterprise system without endangering
national security. Obviously, a certain
amount of subjectivity is involved in
these proposed cuts and, just as obvi-
ously, not everyone will agree with all
the premises developed in making them,
but they do represent a starting point
from which I hope discussion will pro-
ceed.

Such discussion is certainly needed. If
we do not do something to reduce Fed-~
eral spending for fiscal year 1976, the
deficit we will face will not only require
government at all legels to soak up better
than 80 percent of the available capital
in this country, but it will also set off
another inflationary spiral. Such a com-~
bination can only lead to a follow-up
onslaught of recession and unemploy-
ment, which is the very thing that so
many people are concerned about today.

Congress should realize that it cannob
spend the country out of the recession
without rekindlitg inflation and driving
up interest rates, which in turn, will re-
tard both investment and future eco-
nomic growth as well as compound all
the present problems that have given us
our current 8.9 percent unemployment
rate.

Therefore, it only makes sense for all
Americans to consider any and all ways
of cutting the budget. Imperfect though
it may be, I invite my colleagues to eval-
uate my proposal in this light and pass
along any suggestions they might have
for improving it. Copies are available in
my office and a printed copy should be
out in a matter of weeks for all those who
are interested. For those who believe, as
I do, that “inflession” is still the number
one domestic enemy against which we
must intensify the fight, time is of the
essence.

(NOT PRINTED AT GOVERNMENT EXPENSE)
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Mr. CRANE. Mr. Speaker, for a num-
ber of years now, I have been concerned
about the growing deficits in the Federal
budget and the impact of these deficits
on inflation and capital investment. Re-
lease of the President’s budget for fiscal
1976, with its $52 billion deficit, height-
ened my apprehension and the steady
escalation of the estimated budget
deficit since then has done nothing to
allay my fears about the direction in
which our economy is headed. At the
time the House budget resolution was
considered, a number of Congressmen,
myself included, made an effort to stipu-
late that expenditures should not exceed
revenue in fiscal year 1976, but, unfor-
tunately, that effort was defeated 311
to 94. ’

Ultimately, however, such an effort
raises two important questions, namely,
what specific programs are to be cut to
reduce the fiscal year 1976 deflcit to zero
and how likely is it that such cuts will
be approved given the present disposi-

tion of Congress.

Answering the second question Tirst, 1t

i1s obvious that, at the moment, Congress
is disinclined to opt for a balanced budget
because most members seem to be pre-

occupied with recession despite the fact
that inflation is the root cause of
recesssion. However, if the coming
budget deficit of $70, $80, or $100 billion
sets off another inflationary spiral as
many people are persuaded it will, that
mood may change and Members of Con-
gress may be willing to look at possible
alternatives, particularly if they are set
out in specific terms. Therefore, for that
reason, if for no other, specific alterna-
tives providing for a balanced budget
should be presented.

However, there is another considera-
tion—the role Government should play
in the economic life of this country. As
one who has long believed in the con-
cepts of free enterprise and limited Gov-
ernment, I not only want to see deficit

CUTTING THE BUDGET:
ST A SUMMARY -

spending curtailed but Government sub-
sidization and regulation reduced. His-
tory clearly shows that increasing the
role of Government not only decreases
personal liberty but, through interven-
tion in-the free market system, hampers
economic growth. Understandably, all
Americans want a larger piece of the eco-
nomic pie, but governmental regulation
of the size of the slices is far.less likely
to produce that result than letting the
free enterprise system bake a bigger pie.

Therefore, I have prepared a proposal
that would not only produce a balanced
budget in fiscad 1976, but would reduce
Government intervention in, or control
over, various aspects of American life,
Frankly, this proposal represents what
I would like to see happen, politically
and philosophically as well as financially,
but I recognize that, given the makeup
of the present Congress, the chances for
adoption of all, or parts of it, are mini-
mal at best. However, I would hope that,
by making these suggestions, I will stim-

ulate interest in and discussion of a bal-
—armced —budget —amdt —how—it—may —be

achieved.

I should also note that this proposal
represents a rough outline rather than a
polished final draft. I would hope that,
s discussion of it proceeds, criticisms
will be made, refinements will be sug-
gested and imperfections will be worked
out. Unfortunately from a research
standpoint, and fortunately from the
standpoint of the taxpayer, the resources
of an individual Congressman are not
comparable to that of the Budget Com-
mittees, the exécutive branch or OMB, so0
there are bound to be some things that
need to be corrected or improved. How-
ever, even organizations like OMB have
had difficulty estimating expenditures
and revenue, especially the latter, so that
problem should not constitute a fatal
drawback.

‘When the President proposed this fis-
cal year 1976 budget last February 3, he
stated revenues would be $297.5 billion,
he suggested outlays of $349.4 billion and
he proposed a deficit of $51.9 billion. Us-
ing the figures in the President’s pro-
posed budget and postulating opposition
to spending programs that either have
increased or will increase the deficit, my
feeling is that we cannot only cut ap-
proximately $52.5 billion from the Presi-
dent’s original budget, but that we can
keep the revised budget in balance for
fiscal 1976.

Tg achieve this, I am recommending
that approximately $6 billion be cut
from the defense budget in the areas
of personnel support facilities and mili-
tary assistance, that $4%; billion be
trimmed from foreign aid, that $190 mil-
lion be cut from space and technology,
that approximately $3 billion be trimmed
from natural resources, environment and
energy, that just over $800 million be
chopped from agriculture, that $4.6 bil-
ment, that over $8%, bhillion sliced from
commerce and transportation, that over
$4 billion be taken out of education,
manpower and social services, that over
$700 million be trimmed from health,
that $10.5 billion be cut from public as-
sistance and income security, that $269
million come out of veteran’s benefits,
that $1.15 billion be cut from law en-
forcement and justice, that $800 million
come out of general government and that
$7% billion be subtracted from budget
allowances.

In proposing these cuts, I have not left
any sacred cows. All 14 functional areas
of Government have come in for atten-
tion, with the natture and size of the cuts
being determined by 6 basic premises.

The first premise is that any program
vital to national security not be cut.
However, as you will notice, this is not
intended to provide a blanket exemption
for the defense budget; in fact the $6
billion in defense cuts I am proposing are



larger than either of those proposed by
the House and Senate Budget Commit-
tees and will enable us to shift $1 billion
to badly needed weapons research and
development.

The second premise is that businesses,
agricultural interests, and individuals
should rely on their own skills and ini-
tiative and not on the Government. Con-
sequently I am proposing that, wherever
possible, Government subsidies to the
able-bodied—corporate and otherwise—
be eliminated.

The third premise is that excessive
Government regulation has had much to
do with businesses and others getting
into the kind of economic difficulty that
results in requests for subsidies. Further-
more, such regulation, while intended to
promote competition and help the con-
sumer, has had just the opposite effect.
Therefore, I am calling for the elimina-
tion of a number of Government regula-
tory agencies on the grounds that they
are counterproductive for the business-
man, expensive for the consumer, and
hard on taxpayers. Proof of that may be
found in recent White House estimates
to the effect that unnecessary and in-
efféctive Government regulations are
costing the average American family
$2,000 a year.

The fourth premise is that programs
that have not workedy or can easily be
delayed, should be either dropped or
postponed. Certainly foreign aid falls
into this category; we have been Santa
Claus to the the world for years now and
the world could not seem to care less.

The fifth premise is that, as a matter
of equity, all groups should be treated
alike. Accordingly, I am suggesting that
special interest group programs either
be eliminated or cut back to a per capita

level no higher than that being provided
to all other Americans.

The sixth and last premise is that all
other program reductions be as uniform
as possible. Therefore, I am recommend-
ing that all programs that seem desir-
able but are not vital to national secu-
rity, be rolled back to fiscal year 1974
levels. Surely, on these programs, we can
get by with what we spent less than 2
years ago. And, by instituting such a
rollback policy, we will encourage, if not
force, greater administrative efficiency
and an effort to eliminate waste and
duplication.

Included in the cuts I am suggesting
is: A 200,000-man troop reduction for
the U.S. Army; the phaseout of un-
needed military bases, the elimination of
the food-for-peace program; reduction
of our contribution to the United Na-
tions and to multilateral assistance pro-
grams; elimination of funding for the
Agency for International Development,
the Peace Corps, and the Job Corps;
foregoing participation in the special
financing facility program that would
help other countries with their balance-

of-payments. problems; postponing con-
struction of waste treatment plants and
the Interstate Highway System for at
least 1 year and, elimination of subsidies
for airlines, railroads, buslines, ship-

‘ping, agricultural interests, the Postal

Service, students, and individuals who
are perfectly able to take care of them-
selves.

In addition, my proposal would cut out
funding for programs such as urban re~
newal, Model Cities, subsidized housing,
and for regulatory agencies such as the
ICC, the CAB, and the FTC. Moreover,
the proposal would not only eliminate
the food stamp program but also envi-
sions the amendment of the welfare pro-
gram and the unemployment compensa-~
tion program so that those who are not
really in heed do not become a burden on
those who are working. And, finally, these
proposals envision acceptance of the
President’s 5 percent cap on entitlement
programs while rejecting his call for en-
ergy cost rebates to individuals, State,
and Federal agencies.

All in all, these cuts, coupled with the
other terminations and rollbacks con-
tained in this proposal, offer what I be-
lieve to be a reasonable way of balancing
the budget and buttressing the free
enterprise system without endangering
national security. Obviously, a certain
amount of subjectivity is involved in
these proposed cuts and, just as obvi-
ously, not everyone will agree with all
the premises developed in making them,
but they do represent a starting point
from which I hope discussion will pro-
ceed.

Such discussion is certainly needed. If
we do not do something to reduce Fed-
eral spending for fiscal year 1976, the
deficit we will face will not only require
government at all legels to soak up better
than 80 percent of the available capital
in this country, but it will also set off
another inflationary spiral. Such a com-
bination can only lead to a follow-up
onslaught of recession and unemploy-
ment, which is the very thing that so
many people are concerned about today.

Congress should realize that it cannob
spend the country out of the recession
without rekindling infiation and driving
up interest rates, which in turn, will re=
tard both investment and future eco-
nomic growth as well as compound all
the present problems that have given us
our currenft 8.9 percent unemployment
rate.

Therefore, it only makes sense -for all
Americans to consider any and all ways
of cutting the budget. Imperfect though
it may be, I invite my colleagues to eval-
uate my proposal in this light and pass
along any suggestions they might have
for improving it. Copies are available in
my office and a printed copy should be
out in a matter of weeks for all those who
are interested. For those who believe, as
I do, that “inflession” is still the number
one domestic enemy against which we
must intensify the fight, time is of the
essence.

{NOT PRINTED AT GOVERNMENT EXPENSE)
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This review of the 1976 budget transmits to the Congress the supple-
mental budget information required by section 221(b) of the Legislative
Reorganization Act of 1970 (P.L. 91-510). It also provides additional
information that will further aid the Congress and the public in assessing
the budget outlook.

Part 1 contains revised budget summaries for fiscal years 1975 and
1976. It also includes data for the transition quarter, extending from
July through September of 1976, that results from the change in the fiscal
year under the Congressional Budget Act of 1974.

The estimates reflect changes that have occurred since the 1976
budget was sent to the Congress in February. In view of Congressional
inaction thus far on the President's energy program, the starting date
assumed has been changed to September 1. The budget as submitted in
February included proposals to limit automatic cost-of-living increases
in benefit programs to 5% through June 30 of next year. That limit was
also proposed for civil service and military pay incregges. The revised
estimates assume that these 'caps' will be enacted by the Congress except
for increases effective on or before July 1. Thus, the full effect of the
8% social secufity benefit increase effective on June 1 is included in
the éstimates.

Part 2 presents 5-year projections of: Outlays and budget authority
by agency and by function; receipts by major source; outlays for open- |
ended programs and fixed costs; and outlays from balances of budget
authority for non-mandégory programs available at the end of fiscal year

1976.
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Because Congressional action has not been completed on any of the
1976 appropriations bills and on much substantive legislation, the esti-

mates shown in this review are necessarily tentative.

Part 1. The Budget Outlook for 1975, 1976, and
the Transition Quarter

Budget Totals

The 1975 deficit is now expected to be $42.6 billion, $7.9 billion
above the February estimate. Outlays are now estimated to be $323.6
billion, $10.2 billion more than in February, and receipts are estimated
to be $281.0 billion, $2.2 billion above the February estimate.

The estimated deficit for 1976 has increased by $8.0 billion since
February, to $59.9 billion. Outlays are up by $9.5 billion from the
February estimate to $358.9 billion, and receipts have been revised
upward by $1.5 billion, to $299.0 billion. .

These figures reflect Congressional turndowns of $9.3 billion in
deferrals and $2 billion in reséissions, adding outlays of $0.7 billion
in 1975 and $1.3 billion in 1976. Unless early action is taken by the
Congress on other budget reductions proposed by the President, this esti-
mate of the deficit for 1976 will rise still further. Should the Congress
fail to take action on any of these reduction proposals, over $8-1/2
billion will be added‘to outlays.

The following table compares the current estimates of budget totals

with the estimates shown in the February budget.



Description

Budget receiptS.cesscecesscescns
Budget outlayS.eeceeccecsceasss

Deficit (-)ooc.ocoovtoc

Full-employment receiptS.cecoc..
Full-employment Outlays.......-

Full-employment surplus

or deficit (_)oc'o-oco
Budget authority...eeecceceeesse

Outstanding debt, end of year:
Gross Federal debt.cececcess
Debt held by the public.....
Debt subject to limit.......

BUDGET TOTALS
(fiscal years; in billions of dollars)

Table 1

1975 1976 Tr, Qtr,

1974 February Current February Current February Current
Actual estimate estimate estimate estimate estimate estimate
264.9 278.8 281.0 297.5 299.0 84.4 86.8
268.4 313.4 323.6 349.4 358.9 94.3 95.8
—305 —3407 —4206 -5109 -5909 -908 _900
282,2 323.1 323.0 351.8 357.0 98.4 100.0
267.3 306.5 316.7 340.2 349.8 91.9 94.2
14.9 16.6 6.3 11.6 7.2 6.5 5.8
313.9 395.1 408.9 385.8 383.8 88.2 88.8
486.2 538.5 544.5 605.9 617.5 616.8 627.6
346.1 389.6 396.9 453.1 470.9 465.6 482.8
476.0 528.9 534.0 596.4 607.1 607.3 617.2



Economic Assumptions

The economic assumptions through calendar year 1976 reflect a changed

economic forecast, based on experience since the budget assumptions were

developed. They are subject to considerable uncertainty, since economic

forecasting is imprecise. In this context, it should be noted that the

changes from the February budget in the growth of real GNP are minor

relative to the uncertainties involved.
Table 2

ECONOMIC ASSUMPTIONS

(calendar years; dollar amounts in billions)

Actual

Forecast

Item 1973

1974

1975 1976

Gross national product:
Current dollars:
Amountt.......O'0.0.0......'..0’..&'... $1’295

Percent change..cceersesesscorreccnccssne 11.8
Constant (1958) dollars:

AMOUNt s esseseocososonnsoossnsnsosssonss $839

Percent change..cseeesscoscossscescnscs 5.9

Incomes (current dollars):
Personal 1ncome....cocscecescesccsacscsssss 91,055
Wages and salari@S..ececocessssnccscasssans $692
Corporate pProfitSeeceeccsccscsccsocnsssonne $123
Prices (percent change)l:
GNP deflator:

Year OVer year.ceesescecccssescssonsesss 5.6
Fourth quarter over fourth quarter..... 7.4
CPI:
Year OVer yeaTeccesesesoncoscsseonncnns 6.2
December over Decembereceecccocescscsses 8.8
Unemployment rates (percent):
TOtAleegesoencasonsososnosnscscsoscsossonsnonns 4.9
InsSured®.cceecocsscecssccsssoscsssncsnsnnns 2.8
Federal pay raise, October (percent)...ceese- 4.7

Interest rate, 91-day Treasury bills
(percent)3..-8'.......00..0Q....'..'.Q.....Q 7.0

$1,397
7.9

$821
-2.1

$1,150
$75d
8141

$1,474 $1,680

5.5 14.0
$792 $842
-3.6 6.3

$1,231 $1,351
$787 $871
$106 $148

9.5 7.1

7.8 6.5

9.1 7.1

7.8 5.8

8.7 7.9

7.7 6.4

5.00 12.2

1 The 1975 and 1976 figures reflect the impact on prices of the

President's energy program.

2 Insured unemployment as a percentage of covered employment; includes

unemployed workers receiving extended benefits.

3 Average rate of new issues within period; the rate shown for 1975 and
1976 was the current market rate at the time the estimates were made.




Budget Receipts

Receipts in 1975 are now estimated to be $281.0 billion, $2.2 billion
above the February estimate. The current estimate for 1976 is $299.0
billion, compared with $297.5 billion in February. These estimates are
based on the economic assumptions presented in Table 2.

These receipt estimates -- including the 1975 estimates -- are tenta-
tive, There is still’considerable uncertainty as to what tax collections
will be in June, especially because large corporation income tax payments
are made in that month.

Changes in budget receipts.-—Receipts in 1975 are estimated to be

$281.0 billion, $2.2 billion higher than the February estimate. The

Tax Reduction Act of 1975 reduced 1975 receipts by'$4.3 billion more than
the tax reduction proposals in the February budget. This amount is more
than offset by reestimates —- particularly of nonwithheld individual
income taxes -- reflecting a significant underestimate qf calendar year
1974 income tax liabilities in the budget. The data are not yet available
to assess accurately the reasons for this underestimate.

Fiscal year 1976 receipts are currently estimated at $299.0 billion,
'$1.5 billion above the February estimate. The Tax Reduction Act reduced
1976 estimated receipts by $0.6 billion more than the President's February
tax proposals, and the revised effective date of the fresident's energy
program that is assumed in these estimates increases 1976 receipts by
$1.8 billion from the amount proposed in the budget.l The remaining $0.2

billion change results from reestimates and changes in economic assumptions.

Exclusive of "plowback" and associated provisions, the effect of:f*y
which will be neutral on the budget deficit. '
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The following table shows the changes in receipts by major source
and indicates the reasons for these changes.
Table 3
CHANGES IN BUDGET RECEIPTS

(in billions of dollars)

Changes due to:

Reestimates
Revised Delayed and revised
February tax energy economic Current

estimate reduction program- assumptions estimate

Fiscal year 1975
Individual income

£AXEBaesresvososonnsess 117.7 =4.5 +1.4 +7.1 121.6
Corporation income -
tAXESeetseesesvocanns 38.5 +0.2 +1.8 +0.5 41.0
Social insurance taxes
and contributions.... 86.2 - e +0.3 86.5
Other.cecececvacncenne 36.3 — -3.7 -0.7 31.8
Total.eeeeoeoeoses 278.8 -4.3 -0.5 +7.1 281.0
Fiscal year 1976
Individual income -
LAXESeeeeesssssssssss 106.3 -0.9 +12.4 +3.5 121.3
Corporation income
LAXeSeeeeorsossscsnns 47.7 +0.3 -6.8 -3.4 37.8
Social insurance taxes ‘
and contributions.... 91.6 - — -0.7 90.9
Otherieeeerseeessoncas 52.0 — -3.8 +0.8 49.0
Totaleeeoeseevosees 297.5 -0.6 +1.8 +0.2 299.0

1 Exclusive of "plowback' and associated provisions, the effect of
which will be neutral on the budget deficit.

Receipts in the transition quarter are estimated at $86.8 billion,

$2.4 billion above the February estimate.



Budget Outlays

Tables 8 and 9 compare the current outlay estimates by agency and by
function with those made in February.

Fiscal year 1975.--Total outlays for 1975 are currently estimated to

be $323.6 billion, $10.2 billion above the February estimate. The major

changes now estimated are shown in the following table.

Table 4
1975 OUTLAYS:

MAJOR CHANGES FROM THE FEBRUARY BUDGET ESTIMATES
(in billions of dollars)

February budget estimate of 1975 outlayS.c.ceeeeeeerececcesnecseess $313.4

Congressional
action or Other Total
inaction changes changes

Offshore o0il receipts

(an offset to outlays)..... —_— 2.7 2.7
DOD Military and MAP..sesee. 0.1 1.8 1.9
HEW. eveeenoooeoonaoasososens 0.9 1.4 %3
Treasury.cceecececsscsscanss 1.7 -0.2 1.6
Veterans Administration..... 0.2 1.1 1.3
Food stamp outlayS..ececeves 0.2 1.1 1.3
Special unemployment

assistanCeececececscconcnes - -1.5 -1.5
All other (Net).cecesocsssss -0.1 0.8 0.6

TOotaleeeeoosvocsseoosass 3.0 7.2 10.2

Current estimate of 1975 OULlaYS.cceeressstccosessrsvscssnssensnnes $5323.6

The $2.7 billion decrease in estimated offshore oil receipts (which
are an offset to outlays) resulted primarily from a large shortfall in
receipts from the February 1975 South Texas sale and indicates the diffi-

culty of projecting what bidders will pay for leases of uncertain value.
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Outlays for DOD Military and military assistance are $1.9 billion higher
than in February as inflation and a drawdown in purchase backlogs have
increased spending rates above what was originally anticipated. HEW spend-
ing is up by $2.3 billion, with $1.1 billion in health, $0.3 billion in
education, and $0.8 billion in income security. About $0.6 billion of
the HEW increase resulted from inaction on the President's reduction
proposals.

The Tax Reduction Act of 1975 provided a $50 bonus to social security
and certain other beneficiaries. This provision increases 1975 Treasury
outlays by $1.7 billion. Veterans Administration outlays are $1.3 billion
higher than in the budget because of inaction on the President's reduction
proposals, deferred VA asset sales, and greater participation in the .

GI bill program than earlier anticipated. Food stamp outlays are $1.3
billion higher because of greater than anticipated participation and
because of actions taken by the Congress to reject the President's food
stamp reform proposals. *

The major decrease in 1975 outlays results from a reestimate of
outlays associated with unemployment assistance for those not covered by
the regular unemployment insurance. The participation in this new program
has been below the levels originally anticipated, reducing estimatgd
outlays by $1.5 billion.

Fiscal year 1976.--The current estimate of total 1976 outlays-is

$358.9 billion, $9.5 billion above the February estimate. About $3.8
billion of this increase results from additions by the Congress, inaction

on the President's reduction proposals, or from failure to support
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rescissions and deferrals proposed in the budget. The major changes are

summarized in the table below.

Table 5
1976 OUTLAYS:

MAJOR CHANGES FROM THE FEBRUARY BUDGET ESTIMATES
(in billions of dollars)

February budget estimate of 1976 OULlaYSeeeccessvecessscccsessees $349.4

Congressional
action or Other Total
inaction changes changes
HEW.........."..'...'...... 2'6 1'4 4.0

Department of Labor:
Summer Youth and public
sector employment....... - 1.8 1.8
Extended unemployment

benefitS.eeeseecrcenvccne —-— 1.2 1.2
ReestimatesS..cesecesosces -—— -3.0 -3.0
Highway trust fund...eocece.. 0.4 1.0 1.4
Food stamp program....seeeee 0.6 2.3 2.9
Veterans Administration..... - 1.5 1.5
Energy tax equalization
PAYMENESecaceoroscoenvosocs —_— -1.2 4,2
Petrodollar financing
facilityeeeeoovoeecscccsccs — -1.0 -1.0
All other (Net)cicesccsovesns 0.2 1.7 1.9
Totaleeevesssooooncons 3.8 5.7 9.5

Current estimate Of 1976 outlays.ooo-ooo.oocooooo.oooo"oooc-oooo $35809

Compared with the February budget, estimated spending of HEW is up
by $4.0 billion in 1976. About $2.2 billion of this results from inaction
on the Administration's proposal to put a 5% ceiling omn social security
and supplemental security income benefit increases.

There are two major increases in employment-related outlays: First,

the increased supplemental request for Summer Youth Employment and public
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service employment still peﬁding before the Congress would add $1.8 bil-
lion in outlays; and second, the Administration's proposal to provide
extended unemployment benefits through the end of calendar year 1976 adds
another $1.2 billion. These increases are largely offset by major
decreases in estimates based on experience with two new programs: unem-—
ployment assistance for those not covered by regular unemployment insurance
(6-1.9 billion) and lower unemployment trust fund outlays, primarily for
unemployment benefits extended beyond their regular duration ($-1.1
billion).

Highway trust fund outlays are $1.4 billion higher, resulting from
releases of additional spending authority ($1.0 billion from Presidential
release and $0.4 billion from Congressional releases). As in 1975, food
stamp outlays are higher —— by $2.9 billion -- because of higher partici-
pation rates and the Congressional action rejecting the President's
proposed reforms of the food stamp program. Veterans Administration
outlays are higher due to expected participation in the GI bfil program
greater than anticipated in the budget, and increases in coﬁpensation
and pensions.

These increases are partially offset by reduced energy tax equali-
zation payments, which result frqm the delayed effective date of the
Administration's energy program and by a shift in the petrodollar financing
facility proposal from a direct loan program to a loan guarantee program.

Transition quarter.-—-Outlays in the transition quarter are estimated

at $95.8 billion, $1.6 billion more than in February.
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The Budget by Fund Group

Tables 10 and 11 contain figures on changes since February in 1975
and 1976 budget totals by fund group. Most of the changes in both 1975
and 1976 have occurred in the Federal fumnds.

Since February, estimates of Federal funds receipts for 1975 increased
by about $2.5 billion, while outlays increased by $8.1 billion, resulting
in a $5.7 billion increase in the anticipated 1975 Federal funds deficit.
For 1976, the Federal funds receipts estimate has increased by $2.5 billion;
estimated outlays have increased by about $5.5 billion; and the antici-

pated Federal funds deficit has increased by $3.0 billion.

Budget Authority
‘Tables 12 and 13 show the February estimates of 1975 and 1976 budget

authority and changes since then, by agency and by major function.

Fiscal vear 1975.f-Tota1 budget authority for 1975 is estimated at

$408.9 billion, $13.8 billion above the February estimate. The major

L ]
changes are shown in the following table.

Table 6

1975 BUDGET AUTHORITY:
MAJOR CHANGES FROM THE FEBRUARY ESTIMATE
(in billions of dollars)

February estimate of 1975 budget authority..ccececcececsccescesss $395.1

EPA - sewage plant construction grantS....cceeecececeee +4.3
Offshore oil receipts (an offset to budget authority) +2.7
Treasury - $50 bonus to social security and certain
other beneficiarieS.ceecesesssrescrrverscssescverees +1o7
HEW..COOO..Q...l.O..OO0'.00.‘00..00..0...'.'...‘..... -
Department of Labor - employment-related budget o
AUthOTIitYeuseereecsoecsscecscnsscoccecsscsososssssnsase +1.0
FOOd StAmMPS.ccceesecocscsscnosssvsvssssesssssosssssssces +0.9
All other (Net).eececccsseccsvscsssssccssssssccescsssece +0.5

Current estimate of 1975 budget authoTitY.eeceecececccocescssoces $408;9 o
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The largest single increase in budget authority since February
resulted from court action to release EPA fﬁnds not previously available
for obligation. This action increased 1975 budget authority by $4.3
billion. The reduction in offshore oil receipts cited earlier increases
budget authority by an additional $2.7 billion, and the $50 bonus payment
to social security and certain other recipients increases budget authority
by $1.7 billion. HEW spending authority is up by $2.7 billion, and
Department of Labor authority is up by $1.0 billion due to the request
for additional Summer Youth and public sector jobs. Budget authority for
food stamps is up by $0.9 billion, providing funds for a larger number
of participants énd higher payments than anticipated in February.

Fiscal year 1976.-~Total budget authority for 1976 is currently

estimated at $383.8 billion, $2.0 billion below the February estimate.

The major changes are shown in the table below.

Table 7

1976 BUDGET AUTHORITY:
MAJOR CHANGES FROM THE FEBRUARY ESTIMATE
(in billions of dollars)

February estimate of 1976 budget authority...eeeececceccsccccnsss $385.8

Petrodollar financing facility¥.seeceeevesencecesoees =7.0
Energy equalization paymentS...ceccoceesscscsccccrees =L.2
Veterans Administration.....ccceeeceocccccessscocaces +1.7
FOOd StAmMPSeecevoeccessosscssscsccsosessscsssssccesnnse +3.4
All other (Net)eceeecessesoeccsesacsosssscncenssccnss +l.1

Current estimate of 1976 budget authority...eeececececesosseressas $5383.8

The change in the petrodollar financing facility from a loan basis

to a loan guarantee basis reduces 1976 budget authority by $7.0 billionm.



-13-
The revised effective date of the Administration's energy program reduces
budget authority by $1.2 billion. A major increase in 1976 budget
authority is $3.4 billion for food stamps, reflecting increased partici-
 pation rates. Estimated budget authority required for veterans benefits
is also up by $1.7 billion.

Transition quarter.--Budget authority in the transition quarter is

estimated at $88.8 billion, $0.6 billion above the February estimate.

TV s o

~
s



Table 8

CHANGES IN BUDGET OUTLAYS BY AGENCY
(fiscal years; in billions of dollars)

1975

1976

1974 February Current
Actual estimate estimate Change

February Current
estimate estimate Change

Defense and military assistance...eceoeeccecscce 78.4 84.8 86.7 1.9 92.8 92.8 -
ABriCULtUrE. e seessrscssocrssssossssssscsscnsnas 9.8 8.8 10.3 1.6 9.7 13.0 3.4
(CCC and P.L. 480)cecencececcccccansscnancas a.7) (2.1) (2.3) (0.2) (1.6) (1.8) (0.2)
COMMEYCeeeveecorssssssssvnoesosssnsssssssnssnss 1.5 1.6 1.6 * 1.8 1.8 0.1
Health, Education, and Welfare...sceeeeccsccase 93.7 109.9 112.2 2.3 118.4 122.4 4.0
(Social security trust funds)..eeeeeecceseess (67.2) (78.4) (79.3) (0.9) (86.1) {89.1) (3.0)
Housing and Urban Development...ssesescccccesss 4.8 5.5 5.7 0.2 7.1 7.6 0.5
Interior..cieseeessoscenvovacssoresnscssssscsnse 1.8 2,2 2,2 * 2.5 2.5 *
Justiceieeirevrorenrsersvecnsssnrcscesnssasanss 1.8 2.1 2.1 — 2.2 2.2 —-——
LabOT e eeesesesseenrroersscesssssccancrsosccnnnse 9.0 19.0 17.4 -1.5 22.6 22.8 0.1
(Unemployment trust fund)...eceecesscccceocs (6.1) (13.0) (13.0) (-==) (15.9) (15.7) (-0.2)
StALe.eeeerriosssrvnsesesecsassossossccassrsnsace 0.7 0.9 1.0 0.1 1.0 1.2 0.2
Transportation.ceseceesrsesssscoseccsersossanancans 8.1 9.1 9.3 0.2 10.0 11.5 1.5
B8 = 1] T 36.0 39.7 41.2 1.6 43.5 43.5 0.1
(General revenue sharing).eeesececssscccsces (6.1) (6.2) (6.1) (*) (6.3) (6.4) (0.1)
(Interest on the public debt)eeeeeereeseeees (29.3) (32.9) (32.8) (-0.1) (36.0) (36.0) (==--)
Corps of EngineersScecessssseccvesccccscoscosnrnnsns 1.7 1.9 2.1 0.2 2.0 1.9 -0.1
Energy Research and Development Administration. 2.3 3.1 3.1 * 3.8 3.8 -—
Environmental Protection Agency.cesesecssscsces 2.0 2.9 2.9 -_— 3.1 3.2 0.1
General Services Administration..cceceeccsscecas -0.3 -1.0 -0.8 0.2 -0.5 -0.4 0.1
National Aeronautics and Space Administration.. . 3.3 3.2 3.3 0.1 3.5 3.5 -
Veterans Administration..ceceecececeocscccsnces 13.3 15.4 16.7 1.3 15.6 17.1 1.5
Foreign economic assistanC€ecivescecssascesceaes - 2,1 - 2.7 2.5 -0.2 3.0 3.0 *
Other agenciesS.c.ceeesececccessscscsccnssssseres 15,1 17.7 17.9 0.2 19.6 18.8 -0.8
Allowancesl....iuieerniiiiniiiiiinienrsnanenns o === 0.7 -— -0.7 8.0 6.8 -1.3
Undistributed offsetting receipts..eseceecscees =16.7 -16.8 -14,1 2.8 -20.2 -20.1 0.1
TOtaleveeeseeessucocncaconssncnsnssns 268.4 313.4 323.6 10.2 349.4 358.9 9.5

1 Includes allowances for civilian agency pay raises and contingencies.
* Less than $50 million. '
NOTE: Detail may not add to totals due to rounding.

_17'[_



Table 9

CHANGES IN BUDGET OUTLAYS BY FUNCTION
(fiscal years; in billions of dollars)

1975 1976
1974 February Current February Current
Actual estimate estimate Change estimate estimate Change

National defenseltoooO.l'o'utloooo'.o--ooo.oooo

78.6 85.3 87.4 2.1 94.0 94.1 0.1
International affairsS.eeeccessccccscccccesccesnns 3.6 4.0 5.0 0.1 6.3 5.5 ~0.8
General science, space, and technology.eeeceees 4.2 4.2 4.3 0.1 4.6 4.6 —
Natural resources, environment, and energy..... 6.4 9.4 9.7 0.3 10.0 10.3 0.2
Agriculture.ccscececeescsencsssssennssssssanoscne 2.2 1.8 1.8 * 1.8 2.0 0.2
Commerce and transportatiofececcecececececcccees 13.1 11.8 12.6 0.8 13.7 15.7 1.9
Community and regional development..esecececcecas 4.9 4.9 4.6 -0.3 5.9 6.1 0.2
Education, manpower, and social serviceS....... 11.6 14.7 15.0 0.3 14.6 16.8 2,2
Health.eeeevoeoreeossovenansonsnnsssasssessasss 22,1 26.5 27.6 1.1 28.0 29.0 1.0
Income SeCUrity.cerassssocecsecorosssnsasencacss Sb.b -106.7 109.1 2.4 118.7 122.8 4.1
Veterans benefits and serviceS..eceeesevesccecns 13.4 15.5 16.7 1.3 15.6 17.1 1.5
Law enforcement and justice...ceesereccecocccns 2.5 3.0 3.0 Sk 3.3 3.3 -
General government..evesesecscsssorscnsscscccsns 3.3 2.6 2.7 * 3.2 3.2 *
Revenue sharing and general purpose fiscal
aS518tancecceecccccccercrrcrcrssecctcecscssnns 6.7 7.0 7.0 - 7.2 7.3 *
Interesticseccssecesscocsscacssssssncccsssnncnne 28.1 31.3 31.2 -0.1 34.4 34.4 -—
A110WAnces2..ceesereeenrennaesancoancanascnnans -— 0.7 -— -0.7 8.0 6.8 -1.3
Undistributed offsetting receipts:
Employer share, employee retirement..eceece.. -3.3 =4.1 -4.0 0.1 -3.9 -3.9 *
Interest received by trust fundS.eeeeeececee —6.6 -7.8 -7.8 * -8. -8 0.2
Rents and royalties on the Outer Continental '
Shelf landS..ccoeceeneccorssvnssscsscsssces o =6.7 -5.0 -2.3 2.7 -8.0 -8.0 —
Total oUtlayS.seessescccesesoncccces 268.4 313.4 323.6 10.2 349.4 358.9 9.5

1 Includes allowances for civilian and military pay raises for Department of Defense.

2 Includes allowances for energy tax equalization payments, civilian agency pay raises, and
contingencies.

* Ch&ﬁge of less than $50 million.

_g'[_



Table 10

CHANGES IN BUDGET RECEIPTS AND OUTLAYS BY FUND GROUP
(fiscal years; in billions of dollars)

1975 1976
1974 February Current February  Current
Actual estimate estimate Change estimate estimate Change
Receipts
Federal fundS....ovcessncosccoocssosases 181.2 186.0 188.4 2.5 199.3 201.8 2.5
Trust fundS.eeesveeeevrecsocncsessscasse 104.8 118.7 117.3 -1l.4 126.5 125.4 -1.1
Intragovernmental transactionS......... =21.1 -25.9 -24.7 1.2 -28.3 -28.2 *
Total.'l........l.......'...... 264.9 278‘8 281.0 2.2 297.5 299.0 105
Qutlays
Federal fundS.eieeeeecsscseceesescecessss 198.7 229.0 237.1 8.1 254.2 259.7 5.5
Trust fundS.cecceevesoeevsessssssosoecss 90.8 110.3 111.2 0.8 123.4 127.4 4.0
Intragovernmental transactions...eee... =21.1 -25.9 -24.7 1.2 -28.3 ~28.2 *
Total.....l.'l......l....‘..... 268.4 313'4 323.6 10.2 349'4 358.9 9.5
Surplus or deficit (-)
Federal flmds.-c-oo--oo.-oon:c.oootoooc -17-5 _4300 _4807 -507 -5409 —5709 —3-0
Trust fundS.............-.............. 1400 8.3 601 "'2-3 3.1 -200 _501
TOtal.................-.---.... -305 -3407 _4206 _709 _5109 -5909 "'8.0
* Less than $50 million. b

NOTE: Detail may not add to totals due to

rounding.
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Table 11

BUDGET SURPLUS OR DEFICIT (-) BY FUND GROUP AND TYPE OF TRANSACTION
(fiscal years; in billions of dollars)

1975 _ 1976
1974 February Current February Current
Actual estimate estimate Change estimate estimate Change

Federal funds

Transactions with the publicC.ciscoecsss -2.8 -23.7 . =30.5 -6.9 -33.3 -36.3 -3.0
Transactions With trust fundS.-.-...... -14'7 -1904 —1802 +1.2 —2106 _21.6 *
Totalo'oooo-o'oooocoo-oto’oo-oo- _1705 —43-0 -4807 _5.7 -54.9 -5709 -300

Trust funds
TransaCtionS With the public........... "'0'7 -1100 "'12'1 —1.0 -18c5 _23'6 _Stl
Transactions with Federal funds........ _14.7 19.4 18.2 -1.2 21.6 21.6 *
 TOtaliiiiiieeeeeieieneeeeenenes _14.0 8.3 6.1 ~2.3 3.1 -2.0 -5.1

Budget total
Federal fundS.......--......-.o.oo.'... -1705 _4300 —4807 -5-7 -54-9 _5709 _300
TruSt fundS...-.-..............--o..... 14.0 8.3 6-1 -2 3 301 -2.0 _501
Totalo'ocoooo-u-ooo.-n-oooo.oo- _3-5 -3407 _42.6 -709 —5109 -59'9 _800

* Less than $50 million. .

NOTE: Detail may not add to totals due to rounding.
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Table 12

CHANGES IN BUDGET AUTHORITY BY AGENCY
(fiscal years; in billions of dollars)

1975 1976
1974 February Current February Current
Actual estimate estimate Change estimate estimate Change

Defense and military assistance...ecececesseces 88.9 90.8 90.2 -0.6 106.3 106.3 -
AgricUltUr e sereeeerorssesosssssonscssssncsonse 13.1 13.8 15.0 1.2 11.9 15.3 3.5
- (CCC and P.L. 480)c.vvcccencsncccscssnccaees  (3.9) (4.9) 4.9) ---) (4.3) (4.3) (==-)
L0703 1= of 1.5 1.7 1.8 0.1 1.8 1.7 *
Health, Education, and Welfare..seevesscrassess 100.9 114.0 116.6 2.7 120.4 119.9 -0.4
(Social security trust funds)..eeeeevessesss (73.1) (82.9) (83.6) (0.7) (88.8) (88.0) (-0.8)
Housing and Urban Development...seeessasesscnss 8.1 51.0 51.4 0.5 30.3 31.0 0.7
Interior.icsieeerseesecvecasosossssosesenscanuoanse 2.0 3.9 3.9 * .5 2.5 *
JUStiCe.i s eeteerseesssesstvovesscessssssonsonss 1.9 2.1 . 2.1 -— 2.1 2.1 ——
LAbOT teveesssssesosnacocsessassssnssosscssssncns 10.6 19.9 20.9 1.0 11.3 11.0 -0.3
(Unemployment trust fund)eeeeeeeeseesesoeses (7.5) 9.7) (7.6) (-2.1) (9.8) (9.3) (-0.5)
SEAlEecueresssanscescssosssssssosccnsasssssvanas 0.8 0.9 1.2 0.3 |, 1.0 1.0 *
Transportation.cececcesvoassesessessosssccsncns 17.6 19.1 19.2 0.1 4.4 4.4 0.1
TreaSUrYeueeeososesnsssssesossassssssseanssossnnns 36.0 39.7 41.4 1.7 43.6 43.6 -
(General revenue sharing).ceveeesseseossseces {6.1) (6.2) (6.2) (---) 6.4) (6.4) (--=)
(Interest on the public debt)ieeeeceessseees (29.3) (32.9) (32.8) (---) (36.0) (36.0) (---)
Corps of EngineersS.cccessecessecscccsssscnncens 1.8 1.7 1.7 —-_— 1.9 1.9 ——
Energy Research and Development Administration. 2.5 3.6 3.6 ——— 4.2 4.2 —
Environmental Protection AgencCy.eessceccosscess 6.0 4,2 8.5 4.3 0.7 0.7 ——
General Services Administrationiceseccecveacsss -0.5 -0.9 -0.7 0.2 -0.3 -0.2 0.1
National Aeronautics and Space Administratiom.. 3.0 3.2 3.2 —— 3.5 3.5 -
Veterans Administration.eeeeessececesescocceans 13.9 16.0 16.8 0.8 16.1 17.8 1.7
Foreign economic assSistancC@.cceevecscvescscssasse 3.8 3.1 . 2.6 -0.5 3.0 3.7 0.7
Other agencieS...evescssnssessacsvccaseacscscsee 18.5 23.5 23.4 -0.1 32.9 26.1 -6.8
AllOWANCeS cveeeressssssesstsrssvsecccscossconcee § === 0.8 -— -0.8 8.3 7.1 -1.2
Undistributed offsetting receiptS..eeeeecececes. =16.7 -16.8 -14.1 2.8 -20.2 -20.1 0.1
Totaleeeesoeeossecosarssnsncensssnsnees 313.9 395.1 408.9 13.8 385.8 383.8 -2.0

1 Includes allowances for civilian agency pay raises and contingencies.
* Less than $50 million.
NOTE: Detail may not add to totals due to rounding.
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Table 13

CHANGES IN BUDGET AUTHORITY BY FUNCTION
(fiscal years; in billions of dollars)

1975 1976
1974  February Current February Current
Actual estimate estimate Change estimate estimate Change

National dEfensela.....--.....-.--o-c-......-..

89.3 91.3 90.9 -0.4 107.7 107.8 0.1
International affairs....cceceesccccoscccccnncne 5.3 4.9 4.7 -0.2 12.6 6.3 -6.3
General science, space, and technologV....ccc.. 3.9 4.3 4.3 -—— 4.7 4.7 -—
Natural resources, environment, and energy..... 10.7 11.5 16.0 4.5 12.2 12.3 0.1
Agriculture..cceecesssessesesccsssossccsssnnses 4.5 5.9 5.9 * 4.3 4.3 -
Commerce and transportatioN.vecececccesccescess 23.5 28.9 29.5 0.5 6.6 7.0 0.4
Community and regional development..eeceecesssss 4.0 5.1 5.2 0.1 5.2 5.4 0.3
Education, manpower, and social serviceS....... 13.2 14.6 16.9 2.4 13.7 13.8 0.1
Healtheioeoereoeesieonseosssssscosnssnssssansss 26.4 28.4 29.6 1.2 31.0 31.0 *
Income secUrityeeceevesscersvsccscsvececsssnseses 95.2 156.1 158.9 2.8 135.3 138.1 2.7
Veterans benefits and services.....ceeevecessse 14,0 16.0 16.8 0.8 16.2 17.8 1.7
Law enforcement and justice...seeceescccecenses 2.6 3.1 3.1 * 3.2 3.2 -—
General BOVEINMENt..ccevssscosccscssosavsesssns 3.1 2.7 2.7 * 3.2 3.2 *
Revenue sharing and general purpose fiscal
2SSiStANCE seeesesrecassncvsssssssnsscnsssnsnns 6.7 7.1 7.1 -— 7.3 7.3 *
Interest.csesceceesccscccssssnsscsssssssssscsses 28,1 31.3 31.2 -0.1 34.4 34.4 ——
Al1owancesZ.ceseeiieieesiocsssoscnssocscancsans === 0.8 ——- -0.8 8.3 7.1 -1.2
Undistributed offsetting receipts:
Employer share, employee retirement.,........ =3.3 -4.1 -4.0 0.1 -3.9 -3.9 *
Interest received by trust funds.....cceeeee —6.6 -7. -7.8 * -8.3 -8.1 0.2
Rents and royalties on the Outer Continental
Shelf landS.cceececescsssecscccsconanscnanss p -6.7 -5.0 -2.3 2.7 -8.0 -8.0 o

Total budget authority...ececeeesees 313.9 395.1 408.9 13.8 385.8 383.8 -2.0

1 Includes allowances for civilian and military pay raises for Department of Defense.

Includes allowances for energy tax equalization payments, civilian agency pay raises, and contingencies.

* Change of less than $50 million. ~?’
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Part 2. Longer-Range Projections

The February budget presented longer-range (through 19801) projec-~
tions in greater detail than was the case in earlier budgets. In addition,
the budget provided detailed economic assumptions on which the projections

were based. This section of the Mid-Session Review presents revisions

of these longer-range data.

Economic Assumptions

The current state of the economic forecasting art is much too crude
to attempt forecasts for the years beyond 1976. Indeed, as mentioned
earlier, the 1976 forecasts also involve a large degree of uncertainty.
Therefore, in Table 14, economic data for the years 1977 to 1980 are
derived using a simple extrapolation based on the 1976 forecast. The
projection assumes that real GNP grows at a rate of 6.57 a year —- the
same rate that was used in the February budget. While the daga derived
from this assumption are provided in detail and as exact numbers, they
are based on extrapolation and are not, therefore, forecasts.

There is no intent to imply that the economy will follow this exact
path, nor that it is an ideal path. It may grow less rapidly in some
periods and more rapidly in others, and it is hoped that -- in general --

it will average better than is assumed by these data. The purpose of

1 Due to the change in the fiscal year established by the Congressional
Budget and Impoundment Control Act of 1974, fiscal year 1977 and subsequent
fiscal years will begin on October 1 of one calendar year and end on
September 30 of the following calendar year. Prior fiscal years, ending
with fiscal year 1976, began on July 1 and extended through June 30 of the
. following calendar year.
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presenting these assumptions is solely to provide a base for projecting
the budget. The projectioné indicate what will result under present
law and Presidential proposals if the economy follows a 6-1/2% growth

path -- one that is not unreasonable judged by historical standards.

Budget Projections

The revisions in budget outlays, budget authority, and réceipts
through 1980 reflect:

— the out-year effects of the changed economic
forecast for 1976;

~— actions by the Congress and the President since
February; and |

-- program experieﬁce since February.

Also presented in this section are two sets of projections required
by section 221(b) of the Legislative Reorganization Act of 1970: Projec-
tions ofboutlays under open-ended programs and fixed coswss; and projected
outlays from balances of budget authority available at the end of fiscal
year 1976 for non-mandatory programs.

The receipts projections in T#ble 16 reflect the economic assump-
tions presented in Table 14 and assume current tax law, except for the
proposed modifications under the President's energy program. The outlay
and budget authority estimates in Tables 17 through 19 indicate the
degree to which resources would be coomitted by the continuation of
existing and currently-proposed programs at the levels curréntly recom-
mended for 1976. These projections are not intended as forecasts of

future receipts, outlays, or budget authority because no attempt is made . .
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to predict future decisions or their effects. Nor are the projections

intended as recommendations for future-year funding, since the continua-

tion of Federal programs and taxes is a matter properly subject to

continuous review in light of changing conditions.

Table 14

ECONOMIC ASSUMPTIONS FOR BUDGET PROJECTIONS1
(calendar years; dollar amounts in billions)

Assumed for Purposes of
Budget Projections

Item 1977

1978

1979

1980

Gross national product:
Current dollars:

Amount............&............-......- $1,891 $2,107 $2,335 $2,586

Percent change..ceeeceeccescevcvecansse 12,6
Constant (1958) dollars:
AMOUNt..vuvveseonvcavsevsscsasscocscocsss $897
Percent change€.cececesseccscceccccscoane 6.5
Incomes (current dollars):
Personal 1ncome...ccecocecccssccssvecesses S1,515
Wages and salariesS..cevecesecscescccccoans $978
Corporate profitS..ecveececcscsccvescscnse $§173
Prices (percent change):
GNP deflator:

Year over year.seccscssesssoncsscccnses 5.7
Fourth quarter over fourth quarter..... 5.2
CPI;
Year over year..eccscvecesescsccssscncanne 5.3
December over December..ceeceecvcscccss 4.8
Unemployment rates (percent):
TOtaAleuoesoeseesseonsancsesnsosnsasssscsnsass 7.2
INSUTEdZ. s eeneneeecosannennoonasssnensnns 6.1
Federal pay raise, October (percent).eeceeecess 6.7

- Interest rate, 91-day Treasury bills
(percent)B'.'OOOOOOOO.OO.'.....'....'..'.". 5,.1

11.4

$956
6.5

$1,689
$1,092
$193

10.8

$1,018
6.5

$1,874
§1,211
$214

10.8

$1,084
6.5

$2,078
$1,344
$237

1 Based on extrapolations using a 6.5% rate of real growth in GNP for

1977-1980.

2 Insured unemployment as a percentage of covered employment; includes

unemployed workers receiving extended benefits.

Average rate of new issues within period.
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In general, the outlay projections assume that program levels remain
constant except where they would change under current law or where there
is an explicit Administration recommendation to increase or decrease
program levels over time. Ome ekample is the anticipated increase in
energy research and development programs between 1976 and 1977. Similarly,
while defense manpower requirements are assumed to remain constant, other
defense purchases are assumed to rise by 4% a year in real terms. The
projections allow for changes in beneficiary populations for programs
such as social security. Allowances are also made for future cost-of-
living adjustments to benefit levels, Federal pay raises, and other cost
increases. These allowances are consistent with the economic assumptions
outlined in Table 14 and with the effect of the proposed temporary 5%
ceiling on automatic cost-of-living and comparability pay increases

‘between 1975 and 1976.

Table 15

THE FISCAL OUTLOOK, 1977-1980
(in billions of dollars)

1977 1978 1979 1980

Outlays under current ProgramS........e..... 388.4 417.4 443.0 467.3
Outlays under proposed ProgramS..ecsessecssecs 9.9 14.3 15.1 15.5

Total projected outlayS.eeeeecessseessse 398.4 431.6 458.1  482.8

Receipts under current laW.....eeeeeveee.s. 364.0 416.4 466.4 517.2
Effects of energy tax proposals.....ccceee.. _H+0.4 -4,2 -9.4 -=12.4

Total projected receiptS.ceesesececesees 364.4 412.,2 457.0 504.8

Budget margin or deficit (-)oo-o'--oococnoo _34.0 _19-4 -101 +22.0
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Table 15, above, compares projected total receipts and total
outlays. The difference between these figures -- the budget margin --

is the potential budget surplus or deficit that would be expected to
occur if there were to be no tax changes, no new programs created, and
no discretionary program increases or decreases other than those

currently recommended.

Table 16

RECEIPTS BY MAJOR SOURCE, 1977-1980
(in billions of dollars)

1977 1978 1979 1980

Individual income taxeS..eeeeeesssveeessess 151.3 174.2 197.5 222.9
Corporation income taxeS.ccecvesscessocscses 52.7 59.3 62.6 68.8
Social insurance taxes and contributions... 106.3 121.8 136.9 150.0
Other.veeveeososcesccssvsssssscecssnscssoscnns 54.3 56.9 60.0 63.1

Total receiptB..cvevsessesscesecsevess 364,46 412.2 457.0 504.8
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Table 17

BUDGET AUTHORITY AND OUTLAYS BY FUNCTION
(in billions of dollars)

Description 1977 1978 1979 1980

Budget authority:

National defense...oeeeeeceeceeeeneneeas 119
International affairsS.cececececeseosnees 9
General science, space, and technology.. 4
Natural resources, environment, and

ENETEY eoerossoosssssssoasssasocsnesssasce 8
AGricuUltuUre. ceereescoscosoocnnconoonnss 2.
Commerce and transportation......ceecee. 14,
Community and regional development...... 3.
Education, manpower, and social

SEIVICES. uternrrarenesnnrcsnronnsonsss 1302 '13°2 y
Health.ecerioeeooeoaoesseassncoesosassncnne
Income security.ceeceeecesescveosscesvens
Veterans benefits and services.....c.... .

Law enforcement and justice....ccvevecn.n 3.3 3.3 3.4 3.5
General government...eccesesscesccascssns 3.6 3.6 3.7 3.9

Revenue sharing and general purpose
fiscal assistance..esesccecsvcaccconcas 7.4 7.5 7.7 7.8
Interest.cecceesscesscoscossoscsscssncnnes 38.9 40.4 41.4 42.4
AllOWANCES.essescecssssosrsessscscssasssce 13.8 16.7 19.6 22.5
-21.4 -22.2 -23.0 -23.8

Undistributed offsetting receipts.......

Total budget authority....ceceeeeses 452.0  484.0 527.0 541.1

Outlays:
National defense...ceveeccserssenceeasss 105.5 120.% 131.6 141.5
International affairS..ceecececascccncens 7.4 7.6 7.5 7.3
General science, space, and technology.. 4.7 4.6 4.3 3.9
Natural resources, environment, and
ENET Y coesrosoosssesscsssssesssnsasssoas 12.7 14.1 13.4 11.2
Agriculture.cceieecesoccossscccssccnnsne 2.5 2.2 2.9 2.9
Commerce and transportation.......eeeee.. 16.1 16.5 15.8 15.5
Community and regional development...... 6.7 6.9 5.9 5.9
Education, manpower, and social
-T2 ot 1] - - 13.6 13.3 13.3 13.2
Health.veeseeoosooeesssvescnoassssnasnae 32.6 36.1 40.2 44,7
Income security.ceeeececececcccecceseeees 135.2 145.6 156.4 167.0
Veterans benefits and services...ceceeas 16.8 16.0 -15.5 15.1
Law enforcement and justice€.....cceeeees 3.4 3.3 3.4 3.5
General government..ssesssesccersccscsas 3.5 3.5 3.6 3.7
Revenue sharing and general purpose
fiscal assiStanCe..eeeeeeeccoscoccscens 7.5 7.5 7.6 7.7
Interest..esececsesessaccsnsasssoscsssans 38.9 40.4 41.4 42.4
AllOWANCeS.soecassssoccsssssanssscenasss 126 15.5 18.4 21.2
Undistributed offsetting receipts....... =—21.4 ~-22.2 -23.0 -23.8
Total OutlayS.sesseeeseseeseceessss 398.4  431.6 458.1 482.8
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Table 18

BUDGET AUTHORITY BY AGENCY
(in billions of dollars)

Department or other unit 1977 ~ 1978 1979 1980
Budget authority:

Legislative and judicial branches............ 1.4 1.3 1.3 1.3
Executive Office of the President.....ceoc.s. .1 .1 .1 .1
Funds appropriated to the President.......... 7.4 7.0 6.6 5.9
Agriculture:

Food stamps and other nutrition programs.. 9.0 9.2 9.7 10.0

Other Agriculture.cceeececcosesssssssssans 4.4 4.5 4.9 5.0
CONMMETCR.sasevrsrsnssosrscnsscsocssassssannsne 1.9 1.9 1.9 2,1
Defense-Military:

Military retired payeececcoescecescse cecesaes 7.7 8.3 9.5 10.3

Defense less retired Payeceeessosscccccces 97.4 100.8 103.7 106.0

Pay and price increaseS....ccevececceccccas 9.0 14.8 20.9 26.7
Defense~Civil..iceeecresseosescasssennsasonns 2.2 2,2 2.1 2.0
Health, Education, and Welfare:

Social secUritY..ceeoecocoscessssossosenns 77.7 86.2 95.4 105.1

Medicare..icesssscecssssccsococscssccncnns 21.5 26.5 30.8 34.5

Other Health, Education, and Welfare...... 33.9 35.0 36.4 38.1
Housing and Urban Development.....ceceeveccas 54.3 54.1 54.0 54.0
Interior.ceecesescresasssacasssssssosesosacns 2,2 2.5 2.5 2.6
JUSEICEeeeeesntreessonsoasssscsocssccsrsococas 2.2 2,2 2.3 2.3
Labor:

Unemployment trust fund..eeeececesceosssss 11l.1 13.8 13.9 12,2

Other LabOr.eveeecessesosessocssccccsconnas 4.0 3.7 3.8 3.8
StALE@.cerevcasenosossnsessssssssssssssconnasns 1.1 1.2 1.3 1.4
Transportation.cecececeeossscescsccssssonssns 10.0 10.2 23.3 10.5
Treasury: .

Interest on the public debt.eseeeceseseass  40.5 42.0 43.0 44,0

General revenue sharing....ceeeececcececcs 6.5 6.7 6.8 7.0

Other Treasury..cescccecsccosccsccsscsccnsas 1.3 1.4 1.5 1.6
Civil Service CommissSion..eeeseeceescecscsess  1b.4b 16.4 18.5 20.7
National Aeronautics and Space Administration 3.6 3.4 3.1 2.7
Veterans AdministratioN...ceecececccccccacces 17.0 16,2 15.7 15.3
Other agencieS..cceeeecccecssosescsssoooncnns 18.0 17.8 17.4 17.4
Allowances:

Energy tax equalization paymentS.....cc... 7.0 7.0 7.0 7.0

Other pay, price, and contingencies....... 6.8 9.7 12.6 15.5
Undistributed offsetting receipts..eeeceeee.. -=-21.4 -22.2 -~23.0 -23.8

Total budget authority......c.e..o.... 452.0 484.0 527.0 541.1

MEMORANDUM
Federal fundS..ceeevececcocecacscacsassnsssccscecas 339.8 355.8 384.8 387.4
Trust flmds..I...I..I.I.Il...C.........‘......... 145.9 160'8 177.8 193.9

Interfund transactionS..cceccecceescccocesesases =33,7 -32.7 -35.6 -40,2

Totall.......'......".0...'..'..I.. 452.0 484'0 527.0 541.1
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Table 19

BUDGET OUTLAYS BY AGENCY
(in billions of dollars)

Department or other unit 1977 1978 1979 1980
Outlays:
Legislative and judicial branches....ceeceee. 1.4 1.3 1.3 1.3
Executive Office of the President....cecec.... .1 .1 .1 .1
Funds appropriated to the President.......... 6.0 6.0 5.7 5.4
Agriculture:
Food stamps and other nutrition programs.. 9.0 9.2 9.7 10.0
Other Agriculture...ececcecccevecsseosananne 4.9 5.2 5.8 5.9
COMMET C@e e sosessocosssscssssssssocssascosssaccs 2.1 1.9 1.9 2.1
Defense-Military:
Military retired pPay.eecscocesssssccescanes 7.7 8.3 9.5 10.3
Defense less retired pPay.csececsceccsecace 87.4 96.0 100.0 103.4
Pay and price increaseS..ccccecccssccoccss 6.7 12.5 18.4 24.2
Defense—Civil.ceerteescecccscossssecoscscnsane 2.1 2.2 2.2 2.0
Health, Education, and Welfare:
Social secUritYeeeeeesoescoescescscosnscasns 83.5 92.2 100.6 109.3
Medicare@..vivecsosrsscccoscesscsscosocsnscs 18.3 21.0 24.0 27.2
Other Health, Education, and Welfare...... 34.9 35.7 36.9 38.3
Housing and Urban Development..scceessecceses 8.2 9.3 9.6 10.7
Interior.eceeeseeessossssosesssoassssscccasans 2.0 2.2 2.2 2.3
JUBLICE@, seaeeecsseesccsenctssssssccsssoscsnacsa 2.3 2,2 2.3 2.3
Labor:
Unemployment trust fund..eceeevececeeeeeee 14,6 13.7 12.7 11.4
Other Labor..cceeseccesocosoceocsosssscosns 4.1 3.7 3.8 3.8
StALE. ececovoocesssocosssorssosssscasssosnanss 1.1 1.2 1.3 1.4
Transportation...ceceececececcascsssssecnnene 12.1 12.9 12.3 12.2
Treasury: 3
Interest on the public debtececcecsssseeee 40.5 42.0 43.0 44.0
General revenue Sharinge.eeeseeoccsercasce 6.6 6.7 6.8 7.0
Other TreasuryY..cceececsecesosesscscasavsossacs 1.3 1.5 1.5 1.7
Civil Service CommissionNescecssceescsssccscesscs 9.2 10.3 11.4 12.7
National Aeronautics and Space Administration 3.6 3.4 3.1 2.7
Veterans Administration.csssecccsccsccccoocss 16.8 16.0 15.5 15.0
Other agencieS..ceveecvecsccocsoccccscnscasse 20,6 21.6 21.2 18.8
Allowances:
Energy tax equalization paymentS..c..ecs.. 7.0 7.0 7.0 7.0
Other pay, price, and contingencies....... 5.6 8.5 11.4 14.2
Undistributed offsetting receipts...eeeeeeees =21.4 -=22.2 -23.0 =-23.8
Total OUtlayS.ececeeseocscescesecsses 398.4 431.6 458.1 482.8
MEMORANDUM
Federal fundS..eeeccessoessecssssvoscscscscssecsens 289,9 310.0 327.4 343.2
Trust fundS..eceeececcscecoscsssssosssssescesees 142.2 154,3 166.3 179.8
Interfund transactionS...cccecseeseescvsscsssnese =33,7 =32,7 =35.6 =~40.2
Total.ooieeeneneeeceenneeneennneeess 398.4 431.6 458.1

482.8
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Projections of Outlays for Open-Ended Programs and Fixed Costs

Section 221(b) of the Legislative Reorganization Act of 1970 requires
that the President tramsmit to the Congress "summaries of the estimated
expenditures for the first four fiscal years following fiscal year [1976],
which will be required under continuing programs which have a legal
commitment for future yeafs or are considered mandatory under existing
law." Table 20 contains these estimates.

Table 20 indicates that benefit payments to individuals under exist-
ing legislation are projected to grow by roughly $16 billion a year from
1977 to 1980. Although iegislation to renew the program is pending,
outlays for the existing general revenue sharing program are shown in
this table as dropping from $6 billion in 1975 and 1976, to $3 billion
in 1977, and to zero in 1978 because the current statutory authorization
expires after December 1976 and only the existing program is currently
"relatively uncontrollable." (In Tables 17, 18, and 19, however, the
program is shown as continuing uninterrupted through 1980.) Outlays for
other open-ended programs and fixed costs are projected to%be relatively
stable,

As the footnote on Table 20 states, the estimates\represent simple
projections of outlays under existing law. They are not intended to
predict future economic conditions; nor do they reflect possible increases
or decreases in the scope or quality of the program. Further, the
resources that might appropriately be applied in later years will require
a reexamination of the relative priorities of these and other Government
programs in the light of economic and other circumstances then prevailing.
Thus, the estimates do not represent a commitment as to amounts to be

included in future budgets.



Table 20

PROJECTIONS OF OUTLAYS FOR OPEN-ENDED PROGRAMS AND FIXED COSTS UNDER EXISTING LAW1

(in billions of dollars)

Category 1976 Tr. qtr. 1977 1978 1979 1980
Relatively uncontrollable under present law:
Open-ended programs and fixed costs:

Payments for individuals: ,
Social security and railroad retirement......... 76.3 20.9 87.9 96.8 105.3 114.1
Federal employees retirement and insurance...... 16.0 4.3 18.6 20.8 22.8 24,9
Unemployment assistancCe..ccecceeesoccsscccccases 16.8 3.2 15.4 14.3 13.2 11.9
Veterans benefitS..eeeeecescecscascsovccssccnnos 13.4 3.0 12.6 11.8 11.2 10.7
Medicare and medicaid..ieesevesescccccsccsconans 24.6 6.6 29,2 33.4 38.0 43,0
Housing paymentS..cccsaceesccccccacsssssssccnons 2,6 0.7 3.1 4.0 5.6 6.9
Public assistance and related programs.......... 18,4 4.9 19.3 19.9 20.4 21.0
Subtotal, payments for individuals....e..... 168.2 43.6 186.2 200.,9 216.5 232.5
Net IntereSt..ccececcecesssssscccoscsccsssvoanncnsos 26.3 8.6 29,7 30.7 31.2 31.7
General revenue sharing (existing law only)...ce... 6.4 1.6 3.4 — — -
Other open-ended programs and fixed costS..eeveecss 9.8 2.8 10.7 10.1 10.7 9.6

Total, open—-ended programs and

fixed costs, current law..ccececesesossssss 210.6 56.7 229.9 241.8 258.3 274.8

1

Act of 1970 (P.L. 91-510). The estimates represent simple projections of outlays under existing law.
are not intended to predict future economic conditions; nor do they reflect possible increases or decreases in

the scope or quality of the program. Further, fhe resources that might appropriately be applied in later

This table is supplied pursuant to the requirements of section 221(b) of the Legislative Reorganization
They

years will require a reexamination of the relative priorities of these and other Government programs in the
light of economic and other circumstances then prevailing. Thus, the estimates do not represent a commitment

as to amounts to be included in future budgets.

NOTE: Detail may not add to totals due to rounding.

-6z_



=30~

Outlays from Balances of Budget Authority Available at the End of
Fiscal year 1976: Non-Mandatory Programs

Section 221(b) of the Legislative Reorganization Act of 1970 also
requires that the President shali transmit fo the Congress 'summaries of
estimated expenditures, in fiscal years following fiscal year [1976], of
balances carried over from . . . fiscal year [1976]." Table 21 contains
these estimates.

The current estimate of the balances at the end of fiscal year 1976
for programs -- the outlays for which are controllable -- is $187 billionm,
roughly $2 billion below the budget estimate. About $15 billion of this
total is in guarantee and insurance program balances, very little of
which is expected ever to be spent.

The spending pattern from the balances in other programs, which
amount to $173 billion, is fairly consistent among the programs. Not
surprisingly, the bulk of the spending takes place in the transition
quarter and in 1977, and declines rapidly thereafter. On the average,
more than 147 is expected to be spent in the transition qgfrter, 37% in
1977, and almost 16% in 1978.

Of the 1976 end-of-year balances in programs other than guarantee
and insurance programs, about 14% ($26 billion) is expected to remain
unexpended at the end of fiscal year 1980. Slightly more than $1 billion
of the 1976 end-of-year balances are expected to expire (without being

spent) during the transition quarter and fiscal years 1977 through 1980.



Table 21
ESTIMATED SPENDING FROM END OF FISCAL YEAR 1976 BALANCES OF BUDGET AUTHORITY:

NON-MANDATORY PROGRAMS
(in billions of dollars)

Federal guarantee and

insurance programs: Other unexpended
Reserves for losses and balances,
standby and backup authority June 30, 1976 Total

Total balances, end of 1976 (current estimate)........ 14,6 172.7 187.3
Spending from balances in:

Transition quUarter.cecccesascceoccsssessccccnssns .1 26.8 26.9

1977.--....-.oovco-oo-o-o--o.ou--o'---u--oo..otco .4 63.6 64.0

1978-0clooooot.o-coc--oco-..o-o-oo-oo.-oooc-oooco .2 29.1 29.4

1979....'...‘....I..Ql..'.'..'0...."............ .2 17.2 17.4 I

1980........'.I..'.IQ..I.I.‘....l..'...l....l.'l. .2 9.0 9.2 ?
Expiring balances, transition quarter through 1980.... * 1.2 1.3
Unexpended balances as of end 0of 1980...00cvssscescses 13.3 . 25.8 39.1

* Less than $0.5 billion.

Note: Detail may not add to totals due to roumding.
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Aug.22,1975
- BUDGET DEFICIT

STATUS REPORT ON THE BUDGET DEFICIT
({In billions)

1976 TQ 1977

February budget estimate.....cccecieceeveann. 51.9 9.8 30.6
Changes to date: ‘
Congressional action or inaction........... 8.3 1.1 1.6
Other changes.....ceeeeeenn e easeesecenenas 3.1 -0.6 4.4
Current estimate.....ccvvveeeens c oo et s e 63.2 10.3 36.6
Possible congressional>Changes:
Failure to act on reduction proposals...... 6.1 2.5 8.3
Appropriations bills: 1/
Education 2/......... ... ceeee e 0.4 0.1 0.8
Labor-HEW.......... ceeeees Gt e e e e 0.5 0.1 0.3
Public WOrkS....eeeeo.. e eecesssecacsnnnas 0.1 0.1 0.1
All other.....cii it innenns e s eeeees 0.3 * 0.3
Subtotal, appropriations........ ceecons 1.2 0.4 1.5
Authorizations bills:
Extension of 1975 Tax Reduction Act...... 4.1 2.2 12.9
School lunch and child nutrition......... 1.3 0.3 1.5
Health insurance for unemployed......... . 1.6 0.2 0.4
Countercyclical assistance for State- : . '
~and local governmentS........ S 1.4 0.4 1.4
Public Service employment......ccevee.. T -—— 0.3 2.2
Public works employment....... s caeee 0.5 0.2 1.8
Change in funding for naval
petroleum reSerVe.....cceeeeeorescenses e 0.3 0.5 2.5
Education of the Handicapped.......ecuee.. - — 1.0
Postal Service increaseS.......ceeecoesns 1.9 0.5 1.9
Military procurement reductions.......... -1.3 -0.5 -1.0
Other..ieiieieieen ittt eesencsnconas coue 3.4 1.2 3.8
Subtotal, authorizations bllls......... 13.2 5.3 28.4
Total, possible congressional
increases....... ceeresieaiea cesees 20.5 8.2 38.2
1975
Potential defiCiteeeeevevenennsnneenns 44,2 83.7 18.5 74.8

1/ Includes only bills on which somec Congressional action has been
taken.  Excludes DOD-Military, Military construction, Foreign
aid, and District of Columbia. .

2/ Vetoed. Awaiting further Congressional action. /{Tﬂ At

* Less than fifty million. £ o




POTENTIAL CONGRESSIONAL CIHANGES
TO FIRST CONCURRENT RESOLUTION

(In billions of dollars)

Congressional concurrent resolution (5/14/75)..... 367.0 68.8
Action completed or underway........ e .o 216.4
Balance of Administration request under review.. 153.4

1976 levels if action underway and balance
of Administration request is approved....... .o 369.8

thgressional concurrent resolution level......... -367.0 68.8

Amount currently above concurrent resolution
level..lcoiottl.....Ql.I.......CI.......O-..... 2.8 2.8

Current estimate....r.....;.....Q......1.................}... 71.6

Changes under consideration by Senate in ’

authorizing bills:

Military procurement (S. 920)......000000c0000e.0 =1.6/-1.0
Public Service employment assistance (S. 1695).. 3.0/3.0
Postal Service subsidy (H.R. 8603).............. 1.7/1.7
Countercyclical assistance for State and .

local governments (S. 1359)....... teessecensees 1.0/1.5
Public Works Employment Act (S. 1587/H.R. 5247). 0.5/1.0
Energy programs (S. 677, S. 1883, S. 622, :

S. 598)........................................ 0.8/0.8

Medical research......vvceeeeen. ceeecesenceecness 0.7/70.7
Nurse training (S. 66).....ccc0ceeens tecsesasees 0.6/0.6
Veterans benefits (S. 969).....00000... weecenesses 0.6/0.6

Special education programs (S. 6, S. 462)....... 0.5/0.5
SSI/Black lung programs (H.R. 8)....vcce0eceaes. 0.4/0.4
Other changes under consideration.......eece00.. 2.3/2.8 2

Subtotal, changes under coﬁsideration by i
Senate............---'..-...-.........-...-...-..-.o..... 10.512.6

; 82.1/84. 2.

Potential deficit under con51derat10n in Senate.....ceceecceee
Fo N

. < e
Further action under consideration in the House: ;?
Moratorium on Offshore Oilland leasing (H.R. =

5588)‘..0..........O.-......l‘.l..l.ﬁ.l....l........‘.‘..... ! 2.3

Potential deficit under consideration by the ‘ .
Congress (range as of T/21/75) et ivevneiennrenccnsnacnennns 84.4/86.5

/

July 22, 1975 )



STATUS REPORT ON THE BUDGET DEFICIT
(in bllllons)

Tab B

1976 TQ 1977
February budget estimate........ cceecccscssccesss 5D1.9 9.8 30.6
Changes to date: : ‘ .
Congressional action or 1nact10n............... 5.8 0.9 1.0
Other changes.l.l...I‘.I‘.'.O...............“. 2.3 _1.0 l.9
Current estimate...... ...;....;.....:...... ...... 60.0 9.7 33.5
Possible congressional increases: .
Failure to act on reduction proposalS.......... 7.6 2.5 8.3
Appropriations bills: 1/ _
Education... ..... '....‘.. ..... ® ® © O & & & OO » s e e 0.5 0.1 008
Labor“HEW........... ..... ® ¢ 9 8 0O OO 0 GO OSSP e e 0.5 0.1 003
Publlc WOrkSQI‘0-............0.....0. ...... L 2 2 001 o.l 0.1
All Other...-.... ooooooooooo o006 000 s o s . -001 -001 "0-2
Subtotal, appropriations.....cccececececces 1.0 0.2 1.0
Authorizations bills: . »
Extension of 1975 Tax Reduction Act....... ee. 4.1 2.2 12.9
Moratorium on OCS leasiNg...ececcccaecs sevesss 6.3 1.6 7.4
School lunch and child nutrition..cceeececccees 1.0 0.2 1.1
Health insurance for unemployed........c.c... <« 1l.6 0.2 0.4
Countercyclical assistance for State and _ _ ‘
local governmentS..cceccsecccesccases ceesen R 0.4 1.4
PU.bliC Service employnlent ooooooooo oo o000 0v0 00 - 0-3 2.2
Public works employment........ cecssscasceces 0.5 0.2 1.8
Change in funding for naval , )
petroleum reServVe..ccsessesscossoscccsccs eeees 0.3 0.5 2.5
~Education of the handlcapped .......... esecees 0.4 0.3. 1.0
Postal Service increases...... B S T P .. . 1.9 0.5 1.9
Military procurement reductions..... cesecncs .o =1.3 -0.5 -1.0
other...'.'....l...........l....'...'.’....... 3.1 l.3 4.9
Subtotal, authorizations bills............ . 19.3 7.3 36.6
Total, possible Congressional increases.. 27.8 9.9 45.9
1975
19.6 79.4

Potential deficit...... O cees s 43-45 87.9

1/ Includes only bills on which some Congressional action has been
taken. Excludes DOD Military, Military construction, Foreign

aid, and Dlstrlct of Columbia.

July 22,
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' ' ' POTENTIAL CONGRESSIONAL CHANGES
TO FIRST CONCURRENT RESOLUTION

{(In billions of dollars)

Outlays Deficit

Congressional concurrent resolution (5/14/75)..... 367.0 68.8
Action completed or underway..;................. 216.4

Balance of Administration request under review.. 153.4

1976 levels if action underway and balénce
of Administration request is approved.......... 369.8

Congressional concurrent resolution level......... =367.0 68.8

Amount- currently above concurrent resolution

level.....................-................-... 2-8 2.8
Current estimate.........-...-..--....-.........'...v.......... 71.6

Changes under consideration by Senate in
authorizing bills:

Military procurement (S. 920).....ccc0vevenevees =1.6/-1.0
Public Service employment assistance (S. 1695).. 3.0/3.0
Postal Service subsidy (H.R. 8603).¢ecceencecees 1.7/1.7
Countercyclical assistance for State and

local governments (S. 1359).................... 1.0/1.5
Public Works Employment Act (S.. 1587/H.R. 5247). 0.5/1.0
Energy programs (S. 677, S. 1883, S. 622, s

S. 598).....................................:.. 0.8/0.8
Medical researCh..eeeeeeceescosossecssnsssccensss 0.7/0.7
Nurse training (S. 66)..cceeseescscocscecscnsess 0.6/0.6
Veterans benefits (S. 969) . ..ccceecevcecescecesses 0.6/0.6
Special education programs (S. 6, S. 462)....... 0.5/0.5
SSI/Black lung programs (H.R. 8)....ceeceeeeeees.  0.4/0.4-
Other changes under consideration....v.eseececeee 2.3/2.8

. Subtotal, changés under consideration by .
Senate........'...‘...I.........I....'................. 10.5/12‘6

Potential deficit under consideration in Senate......cc0veenn 82.1/84.2

Further action under consideration in the House:
Moratorium on Offshore Oilland leasing (H.R.
5588)......C‘Q...O"....l..'..........‘O......-.........'. 2.3

4

Potential deficit undex consideration by the
Congress (range as Of 7/21/75)ccecececrccccrnsassscennnses 84.4/86.5

= July 22, 1975
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Jaly 25, 1973

vaar Fall.

X sioceraly aggreciate youxr zendisg 2 thae
copy 02 your proposal far an Rlisrmative
Ealanced buuged for FY V6. 1t i3 apparsal
taat Foe have dade as in~depth study and

I intexd to raviasw it sarefully ak ths
earilless sppovtunicy.

In e csaskise. I bave divevtad sy fiseal
advisera to study your rwscomesdatioss
caxeiuily. Fiscal restraist i3 a ofraar-
shoma o »y Adwminiatratien ard I apprecliate
Zaving jour suggestieons Jor reaubing that

yoal.
dita warzast personal Tsoaxds,
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Ak .

T Ronorable Puillp . Crawne

Lpwee of Zopressptatives

Bashingten, 5.0, 29518

hee:s w/incomiang o Alan Yranowitz for faurther
handling. Dirsctor Lynn Xeply if appropriate.
Please advise t¢this offive of handling.
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Eonorable Pnilip M. Crane
U.S. louse of Rapresentatives _
Washington, D.C. 20515 ] : e

Deayr Congressman Crane:

The Director has asked me to thank you for sending him a copy of your
thoughtful and interestisg study on how to cut the budget. He always
zppreclates apy ideas he can get in coatrolling the budget, and your
thiouzhts are most appreciated particulerly bccause they encompass
such an 2utensive yeview of the budget.

in his fiscal year 1976 Budget, the President attempted to curtail
the long-run growth of Federal spending, while at the same time |
providing the appropriate amount of stimules to the economy. ¥aile
the Administration does not agree with all of your specific pronosals,
w2 shars your councern abouif the need to control Federal spending. As
Fou sugzest, we must examine the budget on a program~-by~program basis
and eliminate inefficient and unnecessary spending. We all recognize
rnat such cuis are difficulif to achieve and we share yocur hope that
vour study will stimulate further interest in and discussicns of this
subject.

The Administration appreciates your support of the raductions proposed
by the President. Thank you for your continued interest in budget
refornm.

Best regards,

Sincerely,

{Signed) Alen M, Kranovitz

Alan M. Kranowitz :

ces. Assigtant to the Director

DO Records -0Official file copy for Congressional Relations
Director's Chron

Director

Deputy Director

L-2r. Kranowitz : ) .

-

BRD File (Rm. 6025)
Control
Chron

BRD/FAB:CMohan: jm 8/1/75
SLind



PEHLIP ML GRARNE

MEMDE? OF CONGRESS

oFrFicEs;
Suitk 1405

At gt

/

Lonoworte BuiLom
Wasumeron, D.C, 20513
202{225.311

Surre tat
1430 SourH New Witxs Roas

T DhsrecT, ILLanors

wave b e conmrrss - (onress of the Tniteh States

EUBCOMIMITTRES

HEALTM
SOCIAL SEGURITY 3«;?81.’52 ﬁf A:\z?f ,i: é %P T\{ ARLINGTON ;‘;:7:;10 ?;‘;mxs 60003
Washington, D.C, ' 20515 3 %
83\1 GREISSICNAL MAIL f;’:,w ‘(39 'C}:‘
¥ (/7" - \/-
Hsbu ) N
July 16, 1975 Ll R (¥
. , Prepare reply for: 7(\}6 d:ﬁ,
* : K?ﬁme‘)} ‘T?. %Q\ ’;,5', ‘
The Honorable James T. Lynn lLog No: | Due Daiaz ‘ ‘%{9 /3‘*
Director, Office of Management & Budget|{ - A1y 2G. VQB .
Executive 0ffice Building i} O 6 8 "%L'G , 3 ég' hd A
Washington D.C. 20503 Conies to: p o
’ Cangreo:mnzi Radalopers
Deax Mr,.Lynn:

- I am enclosing for your consideration and review & Copy OL iy
Alternative Balanced Budget for FY 76. This extensive study was
prepared by my staff due to my strong feelings that our economy can
not. survive the continuing stresses of ever increasing inflation
brought on by uncontrolled government spending. . : -

. To prove that "zero deficit" is possible, I have completed an extensive

- study of the Federal Budget, which I am enclosing for your consideration. .
My proposals call for across the-board spending cuts based on the
prenises that any programs vital to our national security should not be
‘cut; that government subsidies to the able-bodied—-corporate and otherwise——
should be eliminated; that programs that have not worked or can be
easily delayed should be dropped or postponed; that all groups should
be treated alike; and. that all program'reductions should be as uniform
as possible. 1 also have worked under the assumption that ¢here are
NO sacred cows in the Federal Budget. My balanced budget proposal calls
for cuts in all areas from $6 billion in defense spending to $4.6 billion
in community development,
I know that you share my views on the necessity of responsible fiscal
policy, and hope that you will find this study of interest.

Kipd-personal regards.

| Philip M. Crane, M.C.

PMC/tip
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CONGRESS, FIRST SESSION

1{;“‘;‘;‘{ JuleS  .pROCBEDINGS AND DEBATES OF THE 9‘?‘5
Vol. 121 WASHINGTON, WEDNESDAY, MAY 14, 1975 e

- House of Re}‘ﬁ“ese?@z‘afiws

AMr. CRANE. Mr. Speaker, for a num-

ior 0f years now, 1 have been concerned:
ioout the growing deficits in th2 Federal

mdges and the impaet of thess deficits
m inflation and capital investment. Re-

sase of the Prasident’s budges for fiseal .

976. with its $52 billion deficit, helzhit-
ned my apoir=pnension and ihe steady
scalation of the estimated Dudgst

i2ficts since zhen has done usthing to;

dicy my fears aboui the dicection in
Jhich our sconomy is headsd. At the
inie the Touse budzset resoluiion was
ansidered, a aumiber of. Congresaraen,
nyseil included, mads an efors o stipu~
ate that expendiliirss should not exceed
evenue In flscal rear 1976, tui, unfor-
unately, that edort was defzated 311

Us. 4 ;

Ultimately, nowever, such:- an effort
‘aises two imnortant questions, namely,
vhat specific vrograas are to te cut to
reduce the fisgal year 1378 deficit to zero
md how likely is it that such ents will

32 approved ziven the pressnt disposi- -

.2on of Coixgress.
Aunsvering the scrond questicn first, it
3 pbyious that, af ine moment, Concress

5 disinclined to ops for a belanced budget

secause moss members seem o be pre-

iccupied wiiih recession desnite the fact
hat inflation is the root cause oi
ocesssion.  However, i the coming
udi. 2t deficit of $79. 230, or $150 biliien
ets off aunothar indlationary -piral as
nany people are persnaded it «ill, that
wood may changs and Members of Con-
tress may o2 willing to look at possitle
titernatlyes, particuiarty If theyv are st
:ut i specific terris. Therefore, for that
reason, if (or wo cther, specitic alteyna-~
iives orovidinz for a balancsd budget
hion!d be presented.

itivwever, there is ancother consid:ra-
ion—the role Governmaent should play
i the economic life of‘this coantry. As
e who has long beiraved in the con-
repts of free enterprises and litnited Gov-
smment, T not only want to sce deficit

- achieved.

CUTTING THE BUDGET:
A SSAMMARY 2

spending curtailad but Government sub-
sidization and regulation rechiced. His-
tory cleurly shows that increasing the
role of Governiment not only decreases
perscnal iiberty but, throush interven-

- tion intha Iree market svstem. hampers

econonic growth. Understandably, ail
Americans wani a larger picce oi the eco-

‘nomic pie, buil governmenial rezulation
- of the size of the slices is far.less likely
- to preduce thas resuit thon letting the

{ree enterprise system bais a bigger pie,

Thereiore, I have prsparad a8 proposal
that wouid not only protuce a balanced
budgzet in Sscal 1978, but would reduce
Government intervention in, or contrcl
over, various aspects of Amszrican life,
Frankly, this proposal revresects what
I would ks to see havrpen, wpolitically
and philosophically 2s weil as financially,
but I recognize that, given the makeup
of the pre:zent Congress, the chances for
adopiton of zil, or parts of it, are mini-
mal at best. However, I would hope that,
by making these suggestions, I wilt stim-
ulate interest in and discussion of a bal-
‘anced hudget and how it may be

I should alse note thai this proposal
represenis a rough outling rateer than a
polished {inal drafi. I would hope that,
s discussion ol it procaecds. critizisms
will be made, refinements will be sug-
gested aud imperfections will be worked
out. Uniortnuately irom a research
standpoint, and fortunzizly from the
standpoins of the taxpayer, the resources
of an individunl Congressman are not
comparatle to that of the Budvet Com-
mittees, toe executive branch or OMB, so
there are bound to be scine things that
need to be corrected or inproved. How-
ever, even vrganizatlons like OMB have
had diftienity estimating expenditures
and revenue, especially tho latter, so that
problem should not conistituate a fatal
drawbac::.

=

When ths President proposed this fis-
cal year 1975 bucdget last February 3, be
stated revenuss wenld be 32375 biliion,
he sugaested cutlaya of $349.4 niilion and
he proposed 2 deficit of $51.9 bitjion. Us-
iz -the figures in the Presideni’s NIc~
rosed budgei and postulating oupoesition
to spendiny pregrams that sitice f1ave
increased or will increase the dedcit, my

. feeling i3 that we cannot Ooiiy cut ap-

proximately $52.5 hillion from the Presi-
deat’s original budget, but that we can
keep the revised budget in baianse for
nscal 1978, '

To achievs this, I am recomniending
that approximately $8 billian be cut
from the cdefense budget in the areas
of personnel support facilities and mili-
tary assistance. that $4% hiiiion be
trimmed from foretzm aid, that $190 mil-
licn be cud from space and tecnnslogy,
that approximately $3 billion te irimmed
frem naturnl resources, environmezns and
energy, that hust over 8800 million be
chopped from agriculture, that $4.5 bil-
o0 be taken from communicy develop-
meznt, that over 33% billon sliced from
commercs and transportation, that over
34 billon e taken out of education,
manpower and social services, that oyer
3700 million b2 trimmed frem health,
that $10.5 biftion be cut from public as-
sistance and income. security. tnat 3269
mitlion coms out of veteran’s beneidts,
that $1.15 bidion be cut fromn law en-
forcement sud fustice, that $290 miilon
corae out of zeneral government ond that
$71% billion be subtracted from bucgset
allowances.

In proposing thess cuts, I have not left
a0y sacred cowa. All 14 functionnl aveas
of Government have come in for atien-
tion, with the natnre and size of the cuts
being determined by 6 basic premises.

The first premize is that anv prosram
vital to nationnl security pnt he cut.
However, as you will notice, this is not
intended to provide a blanket exempstion
for the defense budget: in fret the $6
bililon in @eiensze cuts Tam pminosing are
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Jarger than either of those proposed by
the House and Senate Budget Commit--
tecs and wiH enable us to shift $t billion
to badly needed weapons- research and
development. ;

*The second premise is that businesses.
rericultural interests, and ‘individuals
should rely on their own skills and ini-
tiative and not on the Government. Con-
sequently I am proposing that, wherever
possible, Goverument subsidies to the
able-bodied—corporate and otherwise—

- be eliminated.

.The third premise "is that excessive
Government regulation has had mcuch to-
do with businesses and others geiting
intd the kind of economic difficulty that
results in requests {or subsidies. Further- -
more, such reguiation, while intended to

promote competition:and-help the con- -

sumer, has had just the:-opposite effect.-

Therefore, I am calling for the elimina-
tion of a number of Government regula-:
tory agencies on the grounds that they:-
are counterproductive for the business- -
man, expensive for:the consumer, and
hard on taxpayers. Proof of that nray be
found in recent White House estimatas
to the effect that unnecessary and in<

efféctive Government. regulations are -

costing' the averagexAmerican family -
$2,000 a year.-

The fourth premise is that programs
that have not workedp or can easily be
delayed,-should be either dropped or
postponed. Cert2inly foreign said fzlls
into this category; we have been Santa
.Claus to the the world for years now and
the world could not seem to care less.

The fi{th premise is that, ss a matter:

ol equity, all groups should be treated -

alike. Accordingly, I am suggesting that
special interest group programs either
be eliminated or cut back to a per capita

‘level no higher than that being provided
to all other Americans.

The sixth and last premise is that aﬂ*‘
‘other program reductions be as uniform- -

as possible, Therzfore, I am recommend-
ing that all programs that seem desir-
able but are not vital to nationzl secu-
rity, be rolled back . to fiscal yecar 1974 -
levels. Surely, on these programs, we can
get by with what we spent less than 2
years ago. And, by institutinz such a |
rollback policy, we will encourage. if not /
force, greater administrative eficisncy |/
and an effort to eliminate wasie and
duplication.

Included in the-cuts I am sugsest.ingr
is: A 200,000-man troop reduction for
the U.8. Army; the phaseout of un-
needed military bases, the elimination of
the food-for-peace program; reduction
of our contribution to the United Na-
tions and to mulitilateral assistance pro-
grams; elimination of funding for the
Agency for International Development,
the Peace Corps. and the Job Corps:
foregoing participation in the speclal
financing facllity program that would
help other countries with thelr balance-

of-payments problems; postponing con-
struction of waste-trcatment plants and
the Interstate Highway System for at
least 1 vear nnd, ellmination of subsidles
for airlines, rallronds. buslines, ship-
ping, agricultural interests, the Postsal
Service, students, and Individuals whao
are perfectly able to take care of them-
selves,

.— In addition, my proposal would cut out

funding for programs such as urban re-
newal Model Cities, subsidized housing.
and for regulatory agencies such as the
ICC. the CAB, and the FI'C. Moreover,
the propcsai would not only eliminate
the food stamp program but also envi-
sions the amendment of the weliare pro-
gram and the unemployment compensa-
tion program so that those who are not
really in need do not become a burden on
those who are working. And, finally, these
proposals envision acceptance of the

+President’s 5 percent cap on entitlement
programs while reiecting his cell for en-
ergy cost rebates to individuals, State,
and Federal agencies.

AR in all, these cuts, ccupled with the
other terminations and roilbacks con-
tained in this proposal, offer what I be-
lieve to be a reasonable way of balancing
the budget and butiressing the free

._ enterprise system without endangering

national securify. Obviously, a certain
amount of subjectivity is involved in
these proposed cuts and, just as obvi-
ously, not everyone will agree with all
the premises developed in making them,
but they do represent a starting point
from which I hope discussion will pro-

Such discussion is certainly needed. If

" we do not do something to reduce Fed-

eral spending for flscal year 1978, the
deficit we will face will not only require
governmeant atb 2l levels to soak up better
than 20 percent of the available capital
ir-this country, but it will also set off
enother infiationary spiral. Such a com-

-. bination can only 1228 to a follow-up
_ onslaught of recesslen and unemploy-

ment, which is the very thing that so
many peopie are concerned about today.

Congress should realize that it cannob
spend the country out of the recession
‘without rxminddng Infintion and driving

- up interest rates, which in turn, will re-

tard both investment and future eco=
nomic growth as well as compound all
the present problems that have given us
our current 8.9 percent unemployment

- rate.

Therefore, It only makes sense for all
Amerizans to consider any and all ways
of cutting the budget. Imperfect though
it may be, I invite my cclieagues to eval-
uate my proposal in this light and pass

- alopz any sugzestions thoy might have

for improving it. Copies 2re avallable in
my oftice and a printed copy should be
out in a matter of weeks for all those who
are Intereste:d. For those who believe, as
I do, that “inflassion” is still the number
one domestic ensmy against which we
must intensify the fizht, time is of the
essence.



HOW tO Representative Philip M. Crane
Cut the Budget:

A Program for
F|SC3| Reform ACU Education and Research Institute




HOW tO epresentative Philip M. Crane
Cut the Budget: e ©

A Program for
FISC&| Reform ACU Education and Research Institute

Additional copies of this report may be obtained from:

ACU Education and Research Institute
422 First Street, S.E.
Washington, D. C. 20003
(202) 546-6555 . Price $1.00 each
Published July, 1975




BIOGRAPHICAL NOTE

Rep. Philip M. Crane (R-IIl.) was first elected to the United States House
of Representatives in November, 1969. He was re-elected to a full two-year
term in 1970 and currently serves on the Committee on Ways and Means.

Rep. Crane is one of only eight members in the House of Representa-
tives with a doctorate degree, having earned his Ph.D. in history at Indiana
University, where he also earned his M.A. His undergraduate years were
spent at DePauw University, Hillsdale College, the University of Michigan
and the University of Vienna.

Between his undergraduate years and graduate years, he spent two
years on active duty as a personnel management specialist with the U.S.
Army in Europe.

Rep. Crane taught history at Indiana University for three years and at
Bradley University for four years before becoming director of schools at
Westminster Academy in Northbrook, lllinois.

He is the author of one book, The Democrat's Dilemma, published in
1964, and has a second work in progress.

The Congressman currently is a trustee of Hillsdale College, a director
of the Intercollegiate Studies Institute, a member of the advisory board of
the Young Americans for Freedom and the Charles Edison Youth Fund,
and a member of the board of directors of the American Conservative
Union.




Introduction

As federal spending and the budget deficit have escalated dramatically
in recent years, more and more people have asked me how we can cut the
budget. in turn, | have asked the same question of others in government
and frequently have gotten the answer that, since nearly three quarters of
the budget is defined as uncontroliable, cutting it substantially is difficult
if not impossible.

My answer to that has been, and still is, that the budget is uncontroliable
only because Congress has made it so. Furthermore, whatever Congress
has done, it has the power to undo. Therefore, Congress can cut the
budget; doing so is simply a matter of willpower.

The difficulty then lies in deciding which programs should be cut. Simply
to advocate a 5% or a 10% across-the-board cut is tempting, but legal
obstacies would make it difficult and getting people to agree to cut Social
Security, Medicare, Veterans Benefits or National Defense that much would
be well-nigh impossible. Therefore, the only reasonable way to go, and a
route which | feel stands a far beiter chance of eliminating the least
desirable or most wasteful expenditures, is to cut the budget on a program-
by-program basis.

The proposal that follows is an attempt to do just that. However, due to
time and resource limitations, it is but a rough draft, a compilation of ideas
on how the budget might be cut rather than a precise alternative budget.
As such, it is subject to imperfections, and perhaps errors, for which | take
full responsibility. However, it is my hope that, as a result of this outline,
discussion of cutting the budget will be stimulated, suggestions will be
made in the nature of corrections or improvements, and impetus will be
developed for translating words into legislative action.

While the ideas included herein are my own, as is the responsibility for
them, | would like to express my thanks to Mr. Dan Larkins of the American
Enterprise Institute, Dr. Charles Moser of the Heritage Foundation, Mr.
Randall Teague of Congressman Jack Kemp’s staff, and the staff of the
Republican Study Committee for their help in evaluating early drafts of the
manuscript and in offering suggestions for its improvement. | only wish
| had more time and resources to go into certain areas in greater detail for
| have the feeling that there is a lot more fat that can be cut out of the
federal budget, but with the deficit climbing rapidly there comes a time
when one must set the wheels in motion and hope to work out procedural
details as things develop.

In view of what a $70 billion to $100 billion deficit would do in terms of
soaking up investment capital, triggering an increase in interest rates, and
setting off another inflation-recession cycle, | think that time has come.

CUTTING THE BUDGET:
A SUMMARY*

.For a number of years now, | have been concerned about the growing
deficits in the Federal budget and the impact of these deficits on infiation
and capital investment. Release of the President’s budget for fiscal 1976,
with its $52 billion deficit, heightened my apprehension and the steady
escalation of the estimated budget deficit since then has done nothing to
allay my fears about the direction in which our economy is headed. At the
time the House budget resolution was considered, a number of Congress-
men, myself included, made an effort to stipuiate that expenditures should
not exceed revenue in fiscal year 1976, but, unfortunately, that effort was
defeated 311 to 94.

Ultimately, however, such an effort raises two important questions,
namely, what specific programs are to be cut to reduce the fiscal year
1976 deficit to zero and how likely is it that such cuts will be approved
given the present disposition of Congress.

Answering the second question first, it is obvious that, at the moment,
Congress is disinclined to opt for a balanced budget because most Mem-
bers seem to be preoccupied with recession despite the fact that inflation
is the root cause of recession. However, if the coming budget deficit of
$70, $80, or $100 billion sets off another inflationary spiral as many people
are persuaded it will, that mood may change and Members of Congress
may be willing to look at possible alternatives, particularly if they are set
out in specific terms. Therefore, for that reason if for no other, specific
alternatives providing for a balanced budget should be presented.

However, there is another consideration—the role government should
play in the economic life of this country. As one who has long believed in
the concepts of free enterprise and limited government, | not only want to
see deficit spending curtailed but government subsidization and regulation
reduced. History clearly shows that increasing the role of government not
only decreases personal liberty but, through Intervention in the free market
system, hampers economic growth. Understandably, all Americans want a
larger piece of the economic pie, but governmental regulation of the size
of the slices is far less likely to produce that result than letting the free
enterprise system bake a bigger pie.

Therefore, | have prepared a proposal that would not only produce a
balanced budget in fiscal 1976, but would reduce government intervention
in, or control over, various aspects of American life. Frankly, this proposal
represents what | would like to see happen, politically and philosophically
as well as financially, but | recognize that, given the makeup of the present
Congress, the chances for adoption of all, or parts of it, are minimal at best.
However, | would hope that, by making these suggestions, | will stimulate
interest in and discussion of a balanced budget and how it may be achieved.

I should also note that this proposal represents a rough outline rather
than a polished final draft. | would hope that, as discussion of it proceeds,

* This section originally appeared in the CONGRESSIONAL RecorD, May 14, 1875.




criticisms will be made, refinements will be suggested and imperfections
will be worked out. Unfortunately from a research standpoint, but fortu-
nately from the standpoint of the taxpayer, the resources of an individual
Congressman are not comparable to those of the Budget Committees, the
executive branch or OMB, so there are bound to be some things that need
fo be corrected or improved. However, even organizations like OMB have
had difficulty estimating expenditures and revenue, especially the latter,
so that problem should not constitute a fatal drawback.

When the President proposed this fiscal year (FY) 1976 budget last Feb-
ruary 3, he stated revenues would be $297.5 billion, he suggested outlays of
$349.4 billion and he proposed a deficit of $51.9 billion. Using the figures
in the President’s proposed budget and postulating opposition to spending
programs that either have increased or will increase the deficit, my feeling
is that we can not only cut approximately $52.5 billion from the President’s
original budget, but that we can keep the revised budget in balance for
FY 76.

To achieve this, | am recommending that approximately $6 billion be
cut from the defense budget in the areas of personnel support facilities
and military assistance, that $4% billion be trimmed from foreign aid, that
$190 million be cut from space and technology, that approximately $3
billion be trimmed from natural resources, environment and energy, that
just over $800 million be chopped from agriculture, that $4.6 billion be
taken from community development, that over $8% billion be sliced from
commerce and transportation, that over $4 billion be taken out of educa-
tion, manpower and social services, that over $700 miilion be trimmed from
health, that $10.5 billion be cut from public assistance and income security,
that $269 million come out of veteran’s benefits, that $1.15 billion be cut
from law enforcement and justice, that $800 million come out of general
government and that $712 billion be subtracted from budget allowances.

In proposing these cuts, | have not left any sacred cows. All 14 func-
tional areas of government have come in for attention, with the nature and
size of the cuts being determined by six basic premises.

The first premise is that any program vital to national security not be
cut. However, as you will notice, this is not intended to provide a blanket
exemption for the defense budget; in fact the $6 billion in defense cuts |
am proposing are larger than either of those proposed by the House and
Senate Budget Committees and will enable us to shift $1 billion to badly
needed weapons research and development.

The second premise is that businesses, agricultural interests, and indi-
viduals should rely on their own skills and initiative and not on the govern-
ment. Consequently 1 am proposing that, wherever possible, government
subsidies to the able-bodied—corporate and otherwise—be eliminated.

The third premise is that excessive government regulation has had
much to do with businesses and others getting into the kind of economic
difficulty that results in requests for subsidies. Furthermore, such regula-
tion, while intended to promote competition and help the consumer, has
had just the opposite effect. Therefore, | am calling for the elimination of
a number of government regulatory agencies on the grounds that they are
counterproductive for the businessman, expensive for the consumer, and
hard on taxpayers. Proof of that may be found in recent White House esti-
mates to the effect that unnecessary and ineffective government regula-
tions are costing the average American family $2,000 a year.

The fourth premise is that programs that have not worked, or can
easily be delayed, should be either dropped or postponed. Certainly foreign

aid falls into this category; we have been Santa Claus to the world for
years now and the world could not seem to care less.

The fifth premise is that, as a matter of equity, all groups should be
treated alike. Accordingly, | am suggesting that special interest group pro-
grams either be eliminated or cut back to a per capita level no higher than
that being provided to all other Americans.

The sixth and last premise is that all other program reductions be as
uniform as possible. Therefore, | am recommending that all programs that
seem desirable but are not vital to national security, be rolled back to
FY 74 levels. Surely, on these programs, we can get by with what we
spent less than two years ago. And, by instituting such a rollback policy,
we will encourage, if not force, greater administrative efficiency and an
effort to eliminate waste and duplication.

Included in the cuts | am suggesting are: a 200,000-man troop reduction
for the U.S. Army; the phaseout of unneeded military bases; the elimination
of the food-for-peace program; reduction of our contribution to the United
Nations and to multilateral assistance programs; elimination of funding for
the Agency for International Development, the Peace Corps, and the Job
Corps; foregoing participation in the special financing facility program that
would help other countries with their balance-of-payments problems; post-
poning construction of waste treatment plants and the Interstate Highway
System for at least one year and, elimination of subsidies for airlines, rail-
roads, bus lines, shipping, agricultural interests, the Postal Service, stu-
dents, and individuals who are perfectly able to take care of themselves.

In addition, my proposal would cut out funding for programs such as
urban renewal, Model Cities, subsidized housing, and for regulatory agen-
cies such as the ICC, the CAB, and the FTC. Moreover, the proposal would
not only eliminate the food stamp program but also envisions the amend-
ment of the welfare program and the unemployment compensation program
so that those who are not really in need do not become a burden on those
who are working. And, finally, these proposals envision acceptance of the
President’s 5 percent cap on entitiement programs while rejecting his call
for energy cost rebates to individuals, state, and federal agencies.

All in all, these cuts, coupled with the other terminations and rollbacks
contained in this proposal, offer what | believe to be a reasonable way of
balancing the budget and buttressing the free enterprise system without

_endangering national security. Obviously, a certain amount of subjectivity

is involved in these proposed cuts and, just as obviously, not everyone
will agree with all the premises developed in making them, but they do
represent a starting point from which 1 hope discussion will proceed.

Such discussion is certainly needed. If we do not do something to
reduce Federal spending for FY 76, the deficit we will face will not
only require government at alf levels to soak up better than 80 percent
of the available capital in this country, but it will also set off another infla-
tionary spiral. Such a combination can only lead to a follow-up onslaught
of recession and unemployment, which is the very thing that so many
people are concerned about today. Congress should realize that it cannot
spend the country out of the recession without rekindling inflation and
driving up interest rates, which in turn will retard both investment and
future economic growth as well as compound all the present problems that
have given us our recent 8.9 percent unemployment rate.

Therefore, it only makes sense for all Americans to consider any and
all ways of cutting the budget. Imperfect though it may be, 1 invite my
colleagues to evaluate my proposal in this light and pass along any sugges-

7




tions they might have for improving it. Copies are available in my office
and a printed copy should be out in a matter of weeks for all those who
are interested. For those who believe, as | do, that “inflession” is still the
number one domestic enemy against which we must intensify the fight, time
is of the essence.

SUMMARY SHEET
Budget deficit as proposed by the President for FY 76

on February 3, 1975 $51.9 billion
Proposed reductions by function
National Defense $5.75 billion
Foreign Affairs $4.963 biltion
Space and Technology $190 million
Natural Resources, Environment $3.07 billion
and Energy
Agriculture $812 million
Community Development $4.62 billion
Commerce and Transportation $8.29 billion
Education, Manpower & Social Services $4.05 billion
Health $723 million
Public Assistance/Income Security $10.62 billion
Veterans Benefits $269 million
Law Enforcement & Justice $1.156 billion
General Government $801 million
Budget Allowances $7.55 billion
Total budget savings under Crane proposals $52.864 billion

THE FISCAL 1976 BUDGET
Overview:

On February 3, 1975, President Ford presented to the Congress and the
American people the largest budget—and the largest peacetime budget
deficit—in our nation’s history. In so doing, the President recommended
an increase in spending of $36 billion over fiscal 1975, despite the fact
that the inflation rate rose to 12.2% in 1974, double what it was in 1969.

Getting down to the bottom line, on February 3, 1975 the President
called for expenditures of $349.4 billion in FY 76 while estimating reve-
nues at $297.5 billion. The resulting deficit of $51.9 billion was expected
to go even higher (to about $70 billion) if Congress did not go along with
rescissions the President proposed along with this budget. Moreover, if
some or all of the energy taxes the President proposed are not adopted,
the deficit will be higher still. As a matter of fact, by April 1975, the
estimated deficit had already grown to $58.6 billion.

Thus, we are faced with a fiscal predicament of the most serious nature.
Not only will the federal government be spending nearly $1 billion a day
but, as it spends such sums of money, it increases its influence and control
over the life of every American.

By far the most insidious of these influences is inflation because
inflation increases not only the cost-of-living but also the tax level for
most Americans. As wages rise along with prices, Americans under our
graduated income tax system move into higher tax brackets and, thus, must
pay a larger percentage of their incomes to the federal and state govern-
ment. Thus, inflation is a hidden tax, not directly voted upon by the repre-

sentatives of the people, which makes it a form of taxation without
representation.

For those who think this analogy farfetched, let me point out that
Members of Congress not only do not vote on the tax increases brought
about by inflation, but they do not even get to vote on most of the program
increases that are producing the deficits that, in turn, fuel the fires of
inflation. Charts prepared in connection with the presentation of the FY 76
budget indicate that 74.7% of the total outlays for that budget are con-
sidered “relatively uncontrollable under present law.” To put it another
way, 74.7% of the budget consists of fixed costs (such as interest on the
national debt), open ended programs (such as social security), and carry-
over programs enacted in previous years but for which we are still obli-
gated. All will continue without any action by Congress unless, in the case
of carry-over programs, Congress refuses to extend a program that has
happened to expire. In effect, then, the only way these ‘“relatively uncon-
trollable” expenditures can be controlled is for Congress to take the
initiative and amend the enabling legislation in such a fashion so as to
reduce, or hold the line, on cost.

However, since Congress took the initiative passing the legislation in
the first place and since the Budget Control and Impoundment Act of 1974
now gives Congress a co-equal responsibility for developing a budget, it
behooves Congress to take the initiative and control the “relatively un-
controllables” at least to the extent that federal income and outgo do not
get out of balance.

What people tend to forget is that the federal government is no different
from the ordinary citizen. When the latter’s expenses exceed his income,
he has to borrow and, if he borrows too much, he finds himself in a hole
that is increasingly difficult to escape. Interest on his debts increase,
credit becomes harder to obtain and, after a while, he just cannot make
ends meet. The same holds true for the federal government; if we do not
curb these programs which are developing a cost momentum all their
own, we will reach a point of financial exhaustion. Taxes to support these
programs will have to go up so much that both the capital and the incentive
needed to keep productivity up will be sorely lacking. And, if productivity
declines, recession will worsen or inflation will go up higher, or both.

A look at some figures is illustrative of how far down that road we
have come. According to a recent study by U.S. News and World Report
it took us 60 years of national history to spend as much money as the
federal government plans to spend each day in 1976. Even as recently as
1940, the federal budget came to only $9 billion a year and during the
twelve years of FDR (including the war years) total spending came to only
$17 billion more than we will spend in fiscal 1976.

But since then, budget figures have been rapidly escalating, with the
most shocking increases coming in the last 10 years. While it took us 174
years to reach the $100 billion budget leve! (1963), it only took us 8 years
to add on another $100 billion and it was only 4 years after that before
we crossed the $300 billion a year barrier. And, if we keep going at this
rate, the budget should hit $400 billion by fiscal 1978, if not before.

Not surprisingly, this tremendous increase in spending has resulted in
a tremendous increase in the national debt. In FY 63, when we had our
first $100 billion budget, the national debt stood at $306.1 billion; now
President Ford is requesting an increase in the debt ceiling to $613 billion,
over double what it was 12 years ago. Interest on that debt will cost the
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American taxpayer $34.5 billion in FY 76, or roughly 10% of the total
budget, and to pay the debt off would require that every American con-
tribute $2,750 to the Federal Treasury.

Equally unsurprising has been the effect that this increase in the
national debt has had on inflation. From 1965 to 1974, while the debt was
going up by 50%, the cost-of-living went up 53%, with the greatest in-
creases coming in the last 5 years. A budget deficit of $70 billion in FY 76,
which would be $3.2 billion more than the total budget deficits of the Nixon
Administration, will not reduce inflation from the 12.2% level of 1974;
rather it is likely to push it up to the 15% to 20% range.

Such an inflation rate is clearly unacceptable. It is bad enough that a
family of four has to earn $28,800 to buy what $20,000 bought back in
1967; more rapid erosion in purchasing power will be disastrous to Amer-
icans of all walks of life. Therefore, the Congress must take decisive action
to see to it that the root cause of inflation—excessive federal spending—is
brought under control.

Of course, this suggestion is not especially novel, but usually it is
expressed in glittering generalities that avoid the obvious questions about
which programs should be cut. However, in view of the importance of
the objective and need to offer a specific program for achieving it, | intend
not to duck the obvious questions, but to anticipate them by listing the
programs that | think should be cut in order to bring the budget into
balance.

But, before doing so, let me set forth the premises that lie behind these
cuts | have proposed.

First of all, on the premise that those who are able should depend on
their own energies and not those of their fellow Americans, | am proposing
that, wherever possible, government subsidies to the able-bodied be
eliminated. That rule of thumb, as you will note, has been applied to
businesses and agriculture as well as to individuals.

Second, on the premise that government regulation is, in many (if not
most) cases, both expensive and counter-productive, | am proposing that
many government regulatory agencies be cut back or cut out altogether.
All too often, these agencies have lessened competition, increased paper-
work and inhibited the development of badly needed business expansion
programs. As a consequence, productivity and employment have gone
down, while costs for the producer and prices for the consumer have gone
up, further contributing to what some people have begun calling
“inflession.”

Third, on the premise that programs which have not worked or have
contributed little to our society should be sacrificed for the sake of the
economy, | am proposing a cutback in a number of so-called humanitarian
programs that have primarily benefited people other than our own. In
times like these, we cannot go on being Santa Claus to the world; if we
do there won’t be much in our stockings here at home.

Fourth, on the premise we should be moving away from special interest
programs that benefit some groups far more than others, | am proposing
that certain programs having high levels of benefits for certain people
be reduced so that the per capita amount being spent on those people
does not exceed the per capita amount being spent on Americans as a
whole.

Fifth, on the premise that delay of certain expensive programs can
help the economy more than it will hurt the average citizen, | am proposing
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at least a one year moratorium on construction of interstate highways and
water treatment plants. With the need to conserve gasoline and energy,

both of these steps can be justified not only on economic grounds but on

other grounds as well.

And, finally, on the premise that program reductions should be as
uniform as possible, | am proposing that, on programs we wish to continue,
but which do not vitally affect national security, spending levels be reduced
to those in effect in fiscal 1974. Certainly, in these instances, we can get
by on what we did less than two years ago and the savings that can be
achieved in this manner are considerable.

Obviously, a certain amount of subjectivity is involved in these proposed
cutbacks. Just as obviously, not everyone will agree with either specific
cuts or certain of the criteria | developed in the process. However, this
program does provide a reasonable way for America to work itself out of
its economic dilemma and, in the process, to get back to some of the
principles and practices that made this country great.

Certainly, the time has come for action and | hope, and believe, that
specific proposals will help us get down to brass tacks and nail the lid
on “inflession.”

NATIONAL DEFENSE

Whenever cutting the budget becomes a topic of conversation, the
focus usually shifts to that portion of it dealing with national defense. The
reasons for this are twofold: first, defense spending is easiest to cut (defense
outlays account for 68.5% of the relatively controllable portion of the
FY 76 budget) and second, Americans traditionally have been susceptible
to the argument that times of peace should be accompanied by periods
of greatly reduced defense expenditures.

When America was protected from attack by two oceans, this argument
had much to be said for it but, as weapons have become more sophisticated
to the point of where they can cross oceans in a half hour, it has lost
its validity. Nonetheless, it has been a truism in recent years to say that
liberals who take an idealistic view of world affairs look to cut the defense
budget at every opporiunity while conservatives, concerned with maintain-
ing national security, have tended to view the defense budget as being
inviolate. Thus, the issue of national security versus social responsibility is
joined and debates in recent years have been fierce. However, this year,
conditions are such that | feel both points of view need a certain amount
of amendment.

While | still wholeheartedly agree with those who believe we must keep
our military guard up if national security is to be maintained, the need for
fiscal responsibility is such that no area of the federal budget may remain
sacrosanct. However, since 53% of our defense dollars will go for per-
sonnel in FY 76, and not for weapons development and procurement, [
think that cuts can be made in the defense budget without compromising
the deterrent capability upon which our national security depends.

With recent Soviet development of two MIRV systems, a bigger version
of their Delta class submarine, a new intercontinental bomber, and a
program for hardening their missile silos, the need to upgrade that de-
terrent capability has never been more apparent. Consequently, it would,
in my estimation, be an unwise economy to reduce any of the weapons
development and procurement programs and | believe it would be danger-
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ous to cut back or delay either the B-1 bomber or the Trident submarine.
In fact, owing both to the level of Soviet investment in research and devel-
opment and the critical importance of this category of investment, we
should increase R&D spending on new weapons systems by at least one
billion doliars and this proposal contemplates just such an increase. The
recent post-Vietnam experiences have proven the need once again to
become the strongest military power on earth. SALT agreements notwith-
standing, history has shown us that the only thing communists respect is
strength and weakness is an invitation to aggression.

With these thoughts in mind, let me suggest the following changes
in the defense budget for FY 76, changes that, if implemented, would mean
an overall reduction of $5.75 billion in defense spending.

First of all, President Ford’s budget indicates an intention to increase
the number of Army divisions on active service from 13 to 16 without in-
creasing overall manpower or cost. This would be accomplished by re-
ducing the combat-to-support ratio and by eliminating and/or streamlining
headquarters facilities.

However, in light of the War Powers Act and the experience of fighting
a no-win land war in Southeast Asia, | would suggest that, while greater
efficiency in the use of manpower is needed, more active duty divisions
are not. In effect, the mission of the Army has been reduced by the flow
of events.

Since the Army’s position is that it would prefer Congress to set a troop
level rather than dictate how those troops should be used in fulfiliment
of the mission, | wouid suggest that the authorized troop strength be
reduced, in FY 76, from 785,000 to 585,000. With a force this size, we
should be able to maintain at least 12 active duty army divisions (only
one less than we have at present) and save almost $2.5 billion dollars
a year. This estimate is based on Army figures indicating that it presently
costs $12,389 a year to keep a man on active duty.

However, it must be recognized that it would take time to reduce the
Army by 200,000 men and it may not be possible to do so in time to achieve
that great a savings in FY 76. Moreover, such a force reduction would
mean an increase in payments to retired military personnel. To compensate,
1 would suggest that a parallel effort be made to reduce the number of
Pentagon civilian personnel. A recent study by the American Enterprise
Institute (Public Claims on U.S. Output: Federal Budget Options in the Last
Half of the Seventies, p. 41), which suggests that $300 million could be
saved by forcibly retiring high tevel personnel who have reached the mini-
mum age and length of service requirements for retirement, certainly helps
point the way. In addition, another $263 million can be saved in FY 76 by
delaying planning and construction of new military housing units and by
postponing, for a while, construction improvements on older units. More-
over, it may be possible, with a 200,000 man reduction, to reduce some of
the operating expenses for those family housing units already in existence.
And, finally, we can save another $230,000 by eliminating the National
Board for the Promotion of Rifle Practice. While | strongly believe in the
right of each citizen to keep and bear arms, | just as strongly believe that
the taxpayers should not be asked to promote civilian interest in small
arms marksmanship.

Another way in which we could save a lot of money is by closing bases
and streamlining facilities. In 1971, then-Deputy-Secretary of Defense David
Packard estimated that $1 billion a year could be saved by closing un-
necessary bases in the United States. That same year, Admiral Elmo
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Zumwalt, then Chief of Naval Operations, suggested that the Navy alone -
could save $250 million per year by closing unneeded facilities. Since then,
a number of bases have been closed, but implicit in the President’s pro-
posal to pay for the cost of the extra divisions by economizing on bases
and facilities is the thought that still more could, and should, be closed.
Moreover, with a personnel reduction of 200,000, there might be even more
opportunities for base reductions. Therefore, | think that a target of $1
billion in savings accruing from base closings and consolidations is still
reasonable and that we should attempt to achieve it in FY 76.

Moreover, a 1972 Brookings Institution study by Martin Binkin (Support
Costs in the Defense Budget; The Submerged One-Third, Washington,
D. C., 1972) suggests that further savings can be achieved by extending
tours of duty for servicemen. According to Binkin, for every month the
average tour of duty is extended, $200 million a year can be saved. While
I suspect his estimate for an average tour of duty (10.4 months in 1972)
is now a bit low, if we could add 10 months to the average tour of duty
for a given assignment the eventual savings could reach $2 biliion. To do
this would require a minimum military hitch of at least three years, but Sec-
retary of Defense James Schlesinger has already suggested the possibility
of three year hitches. Moreover, with the pay increases given to military
personnel and with an adequate number of volunteers coming into the
ranks, there is no reason to think that longer tours of duty should be a
hardship for either the servicemen or for armed forces personnel manage-
ment. In fact, longer tours of duty may make things easier for both.

Consistent with the 25.4% reduction in size suggested for Regular
Army, | think we can effect a similar 25% reduction in manpower for the
Army Reserve and the Army National Guard. By so doing, we could save
perhaps $250 million out of the estimated $1.1 billion the Army expects to
spend for Reserve and National Guard personnel in FY 76. In addition, the
weekend drills, which are at the core of our reserve training program, need
tightening up. There are too many instances of personnel standing around
reserve centers, playing softball, getting off early or doing little in the way
of useful training, to think that we are getting full value for our tax dollar.
It seems to me that we could be more selective anent personnel requiring
weekend training and that we could put more emphasis on summer camps
and training exercises with regular army units. In FY 75, the Army alone
spent approximately $553 million on weekend drills; in FY 76 I'd like to
see less than that spent—perhaps $200 million less for all services, with
the services themselves determining how best to make the reductions.

Finally, there is the ever controversial matter of military assistance.
For FY 76, President Ford has requested $3 billion ($1.2 billion more than
is expected to be spent in FY 75), $975 million of which was supposed
to go to South Vietnam. However, In view of the fall of South Vietnam, I
see no reason to approve such an increase, preferring instead that $405
million of it go to refugee relief for the South Vietnamese who fled to this
country and that the other $800 million be saved.

All in all, the cuts | have suggested, if adopted now and implemented
quickly, would add up to approximately $6.75 billion. Subtract from that the

*$1 billion that | would like to see added to expenditure for weapons re-

search and development and we are left with a total budget reduction of
$5.75 billion. Out of a proposed defense budget of $94 billion that may
not seem like much, but it should underline the fact that we need to look
not only at how much we spend but what we spend it on in relation to our
objectives. In this day and age, manpower can contribute less to national
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security than the deterrent power of strategic weapons. This is particularly
true in light of the prevailing attitude in Congress and the nation about the
advisability of getting drawn into another Korean or Vietnam type of military
adventure.

Accomplishing the goal of a balanced budget can only be successful
if all programs are subjected to careful scrutiny, not just those we par-
ticularly dislike. | have always been, and always will be, a proponent of a
national defense second to none, but, as | hope my colleagues who are
more interested in domestic programs will agree, tough times require
tough solutions. These defense cuts | am proposing simply recognize the
realities of the times in which we live—the inflation, the growing Soviet
menace, the passage of the War Powers Act, and the lingering effects of
Vietnam. The likelihood of our becoming involved in another protracted
ground war has been significantly reduced—not because the possibilities
aren’t still there but because the American people are not in a mood to get
involved. Thus, cutting out personnel and personnel support facilities that
would be used mainly for a long ground war seems to be the best com-
promise, the best way to maintain a defense posture capable of deterring
the Soviets, while helping to put the country on a firm financial footing.

Such choices are not easy but they must be made. If they aren’t, the
consequences could be serious indeed.

FOREIGN AFFAIRS

Since the end of World War Il, the cornerstone of American foreign
policy has been foreign aid. Starting with military assistance to Greece
and Turkey to keep communism at bay, continuing with the $12 billion
Marshall Plan that enabled Europe to get back on its feet economically,
and expanding over the years to help a multitude of nations deal with in-
numerable crises both military and economic, America’s foreign aid pro-
gram has been unparalleled in world history both in terms of its generosity
and its humanitarianism.

Yet, after almost 30 years and expenditures in excess of $150 billion,
the U.S. has little to show for its efforts. Aside from the “Miracle of Europe”
economic assistance has not had the desired effect. And, despite huge
grants of arms, food and money, many nations would as readily slap us in
the face as pat us on the back. In fact, some nations are only too willing
to slap us with one hand at the very same time they have the other hand
out asking for money.

Nowhere is this trend better demonstrated than in the United Nations
which the U.S. has so strongly supported, financially and otherwise. Over
the years, we have contributed some $5.1 billion to support that organiza-
tion, yet its membership, in violation of the U.N. charter and in opposition
to U.S. wishes, has been willing to admit Red China while expelling
Nationalist China, to recognize the Palestine Liberation Organization (PLO)
while suspending South African membership in the General Assembly; to
give the PLO leader speaking privileges, while denying the full right of
reply to Israel, to condone expropriation, without compensation, of foreign
property and to expel Israel from the European UNESCO program. Further-
more, many of the nations voting in favor of these things have been major
recipients of U.S. aid, above and beyond what help they may have gotten
from the U.N.

Given this “take and be damned” attitude on the part of other nations
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and given the current economic plight of the United States, it is obvious -
that expenditures for foreign aid should be drastically cut and new criteria
for future foreign aid developed.

Henceforth, foreign aid should go only where it will promote the national
security interests of the United States and where it will be reciprocated.

Consistent with the basic premises developed in my opening section,
| would suggest the following cuts in the budget for foreign aid and the
conduct of foreign affairs.

First of all, security supporting assistance funds, which are used to
help negotiate a peace in the Middle East, should be cut back to FY 74
levels. This would take $16 million off the FY 76 budget, yet would provide
$63 million more than is expected to be spent in FY 75.

In view of recent developments, Indochina Postwar reconstruction
should be eliminated entirely and the $762 million allocated for it saved.
There is absolutely no point in providing economic assistance to our
enemies in Southeast Asia.

Moving on to multilateral development assistance, the part that repre-
sents U.S. contributions to international financial institutions should be cut
back to FY 74 levels, while the part that goes to support activities of
the U.N. should be cut back approximately 80%. Put together, these two
steps would save another $506 miltion in FY 76.

The reason for cutting contributions to the U.N. back more than con-
tributions to international financial organizations lies in the fact that, for
too long now, the U.S. has been paying more than its fair share. Despite
the fact that all nations have equal voting strength in the U.N. General
Assembly (except the Soviet Union, which has three votes to everyone
else’s one), and despite the fact that the U.S. has only 5.6% of the total
population of U.N. member nations, the U.S. is paying over 30% of all
U.N. expenses. Such an outlay cannot be justified on the grounds of either
equity or results, so | have introduced a bill that would reduce our annual
U.N. contributions to the same percentage as our population—or in this
case 5.6%. If passed, as it should be, this bill would bring about the 80%
reduction in U.N. contributions referred to earlier.

The next item on the agenda is bilateral development assistance which
is funded through the Agency for International Development (AID). Since the
money goes for education and economic development programs overseas
that are in no way essential to U.S. national security, | think the money
could be better used here at home. Therefore, | suggest that the AID
program be terminated for FY 76, thus bringing about a net saving of
$1.133 billion.

Another item that can be terminated is the Food for Peace Program.
It hardly makes sense to spend American tax dollars to send food abroad
(thus helping nations like India develop nuclear weapons), when prices are
spiraling here at home. By repealing PL 83-480, we could cut the FY 76
budget by another $1.07 billion.

Still other programs that could be eliminated as unnecessary extrava-
gances include the Peace Corps ($83 million) and the special financing
facility to help industrialized nations with balance-of-payments difficulties
brought on by high oil prices ($1 billion). This last item is particularly
significant; with the balance of payments problems we are having now,
it seems strange that we should consider making them worse by helping
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others with the same problem. If we do so, we encourage other nations not
to adopt the energy conservation measures so essential if the world is to
make a smooth transition to the next generation of energy sources.

In other areas, the operating budget for the State Department (exclusive
of payments to international organizations) should be reduced to FY 74
levels (after deducting 80% of the money spent that year on the U.N.) and
the money earmarked for. the U.N. from the State Department should be
reduced 80% as it was in the multilateral assistance area. These two moves
would save $130 million and $144 million respectively.

Finally, | would recommend cutting back the U.S. Information Agency
to FY 74 levels, which would save $53 million and the elimination of the
Board for International Broadcasting, which would save another $66 million.

All told, these steps would save $4.963 billion. Moreover, by cutting
foreign aid this amount we put the world on notice that our generosity and
patience have their limits,

SPACE AND TECHNOLOGY

Since space exploration and space technology are vital to our national
security, not only from a military standpoint but also from the standpoint
of harnessing new sources of energy (such as solar energy), excessive
cutbacks in spending for these items would be false economy. However,
consistent with the premises underlying this entire budget-cutting proposal,
a few reductions could be made without undermining efforts to build up
our military preparedness and cut down on our energy dependence, both
of which are essential to the future of America.

For instance, the National Science Foundation, which has stirred up
considerable controversy with some of the courses of study it has been
pushing in the schools, could be cut back to FY 74 levels, which would
save $73 million in FY 76. Also, the Geological Survey could be cut back
in a similar fashion, thus saving another $88 million. Finally, programs
included in the category “supporting space activities” could be reduced by
$29 million, thus bringing them in line with the FY 74 level.

In all, these cuts amount to $190 million, which isn't much dollarwise,
but it’s quite a bit considering the need to develop newer and cheaper
sources of energy. The space shuttle, for instance, could be used to build
and maintain solar energy collection platforms that could convert the rays
of the sun into microwave energy and beam it back to earth where, by the
year 2020, it s estimated solar energy could take care of 35% of this
nation’s heating and cooling needs. Furthermore, ERTS satellites have
been, and should continue to be, useful in discovering and mapping
potential new sources of energy here on earth, to say nothing of their
usefulness in charting crops and other resources. Weather and communi-
cations satellites are two more, of many, spinoffs that underscore the
value of investing in the space program which may ultimately discover
still other sources of energy on other planets. Already our Pioneer and
Mariner space explorations have begun investigating this possibility which
should not be left to the Soviets to pursue exclusively.

If America is to move into the 21st Century as a world power, it cannot
afford to neglect space research and development (R&D) any more than
it can afford not to invest in military R&D. Instead, the two should go hand
in hand.
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NATURAL RESOURCES, ENVIRONMENT AND ENERGY

This is an area where cuts are difficult because of our need to con-
serve both our energy and our environment. Inadequate attention to this
area now will only make it more difficult to balance the budget in succeed-
ing years, but we must make the effort to cut back to a certain extent.
Again, the basic premises set forth in the opening section apply.

Since energy research and development are so important, the best bets
for savings come in the field of energy regulation. Much of our energy
problem has come about due to delays in the construction of nuclear power
plants and due to excessive regulation of energy prices—such as natural
gas. Therefore, it would be my suggestion, consistent with others 1 have
made, that we simply eliminate the Federal Power Commission and the
Nuclear Regulatory Commission, steps that would cut the FY 76 budget
by $234 million.

Likewise, we can do away with a $23 million item being proposed for
the Fish and Wildlife Service to improve sport fishing. | enjoy fishing as
much as anybody, but if inflation keeps going up, nobody will be able to
afford the gear, much less the travel, to find those improved sport fish.

The same reasoning applies to the purchase of new recreational areas.
$292 million is budgeted in FY 76 for such purchases, but 1 think thgy
should be put off for at least a year or two until we get our economic
problems under control.

Since these cuts are still a relative drop in the bucket when one looks
at what needs to be cut, 1 think we also should postpone a much more
expensive line item in the FY 76 budget—the $2.3 billion for construction
of waste treatment plants as provided for in the Water Pollution Control
Act of 1972.

At the risk of saying “I told you so,” | should point out that I.v?'fed
against this program three years ago on the grounds of cost and feas_lblhty.
All of us want clean water, and as soon as possible, but to do the job by
1985 at the same time we are battling a runaway budget is unrealistic and
irresponsible. What we need to do is delay the $2.3 billion and spread the
program out so that it puts less drain on our other resources. Also, we
should ask for the cooperation of the American people—businesses and
individuals alike—in undertaking private sector programs to help get the

~ job done.

Finally, using the “reduce to FY 74" rule of thumb, | would recommend
that Forest Service expenditures be cut $44 million, the Bureau of Land
Management $120 million, and that spending for agricultural conservation
programs be reduced $55 million.

Even with all these cuts, the total reduction in the area of Natural
Resources, Environment and Energy only comes to $3.07 billion—which
represents only 6% of the proposed budget deficit. There is obviously a
long way to go.

AGRICULTURE

The President's budget for FY 76 calls for just over $1'.8 billion
to be spent on a wide variety of agricultural programs. This is one
of the few areas of the budget where spending has decreased sharply in
recent years. In FY 69, we spent almost $6 billion on farm programs and
just two years ago, we spent over $2.2 billion. A great deal of this money
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has gone into direct subsidy payments to help farmers keep up farm
income.

With the exception of last year, farm income has increased dramatically
in recent years. As a result, the previous Administration was able to reduce
farm price support payments and to do away with most payments for
keeping land idle. The emphasis, and | think it has been a healthy one,
has been on getting the government out of the agriculture business and
on letting free market forces control the situation.

For FY 76, the nation’s financial situation makes it imperative that
the trend towards reduced government expenditure for agriculture not only
continue but accelerate. The President’s budget for FY 76 contains
$417 million for price supports and related programs, all of which | think
can, and should, be eliminated. Furthermore, | am opposed to any new
farm bill (such as the one passed by Congress but vetoed by the President)
which could have added $1.8 billion to the federal budget deficit in FY 786,
much of it in the form of increased price supports. Such legislation would
not only reverse the free market trend in U.S. agriculture but would cost
the American consumers millions of dollars in higher food prices.

Another area that can be cut is disaster payments for farm crops.
Under terms of the Agriculture Act of 1973, a farmer is entitled to automatic
reimbursement for loss of part or all of his crop if more than one-third
of it is wiped out by a disaster and, for FY 76, $254 million has been
budgeted to meet those claims. However, the Administration has proposed,
and | support, a bill that would make available all-peril crop insurance, the
premiums for which would be paid by the farmers themselves. This would
save roughly $240 million in FY 76 and more later since the program
would be run on a sound financial basis. | certainly hope that Congress
will enact this program although | would hope it would not contain coercive
provisions similar to those included in the Federal Disaster Protection Act
of 1973. Farmers who want all-peril crop insurance should be able to buy
it and be covered without burdening the taxpayer; those who do not want
it should not have it forced down their throats, but neither should they
expect a federal bailout if they do not sign up and disaster strikes.

Other agricultural areas in which spending might be reduced include
agricultural research, extension, consumer protection, marketing, regula-
tion and economic intelligence programs. All should be cut back to FY
74 levels consistent with similar cuts in other segments of the budget.
Totaled up, those cutbacks would mean a savings of another $155 million.

When you add up all these cuts for agriculture, the total comes to $812
million. Not much, but it does represent almost 45% of the budget for
agriculture in FY 76 and it all helps to reduce what is a truly horrifying
budget deficit.

EDUCATION, MANPOWER & SOCIAL SERVICES

As one who has been involved in education, not only as a student but
as a university professor and an administrator, | have long been concerned
about federal aid to education both from the standpoint of cost and of
equity.

Putting aside, for a moment, the questions of how much we can afford
to spend and whether we are getting our dollar’s worth for what is spent,
I cannot help but question the fairness of a program that takes from those
states which “have” and gives to those states which “have not.” For
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instance, in 1974 my own state of lllinois contributed just over $20 billion -
in tax dollars to the federal treasury. Since 2.2% of the FY 74 budget went
for education, it may be assumed that 2.2%, or $440 million of the tax
dollars Illinoisans paid out in 1974, went also for education. However, when
federal aid to education funds were dispensed, it turns out that lllinois
only got $127.4 million back for educational programs plus another $100
million or so in revenue sharing funds that it chose to spend on education.
in shont, for every education dollar Illinoisans put in, the state only got
52¢ back which is hardly equitable in anybody’s book.

Instead of trying to spread the wealth around, federal aid to education
should be guided by the contribution each state makes except where the
federal government itself is responsible for the cost of education being
higher than it otherwise would be. In the latter instance extra federal aid,
or impact aid as it is called, is justified; in all other cases federal education
aid should be in keeping with the basic principles of equity and fair play
on which this nation was built.

Then, once it has been decided where federal education dollars will
go, it is time to re-examine the quality of education they are producing
and the relevance of that education to today’s job market. The latter is
particularly significant since it is difficult to justify educational expenditures
if the product resulting from those expenditures does not result in more,
or better, jobs for those being educated.

For years, Americans have believed in the maxim that a good education
means a good job. But now, increasing numbers of well-educated Amer-
icans are finding that it is not necessarily true. More to the point, they are
discovering that, to get a good job, the education must not only be qualita-
tively excellent but, even more importantly, relevant to the current job
market. In many cases finding a vocational or technical training program
in a trade school may be more relevant than a liberal arts education at a
university.

Not too long ago, various studies were done on the relevence of edu-
cation in America today. One such study, done in 1971, indicated that 5.1%
of the masters degree holders and 8.5% of the bachelors degree holders
were unable to get a job and, of those that did, 22.9% of the graduates took
jobs in no way related to their educational specialty while another 19%
got jobs only somewhat related to their area of study. In the humanities and
social sciences, the problem was even worse; 55.6% of the humanities
graduates and 64.9% of the social science graduates wound up in jobs
“not directly related to what they had been taught in school.” At a higher
educational level, still another study done by Dr. Allen M. Cartter, projected
that, by 1980, only one Ph.D. graduate in 10 would be able to find a job
in his specialty.

While not all educators believe that the job market for Ph.D.’s will be
that bad in years ahead, it Is an inescapable fact that higher education,
in particular, has not adapted to the needs of a changing America and that
Americans have not adapted to the idea that to get ahead not everyone
needs to go to college. But if one needs to be convinced, he should look
at the average annual income for carpenters, bricklayers, plasterers, auto
mechanics, plumbers, electricians, welders and even garbage collectors. A
street cleaner in San Francisco, for instance, makes an average annual
salary in excess of $17,000 a year—which is about twice what the average
schoolteacher makes in most places.

All these examples are provided to illustrate the fact that higher
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education is not the panacea it was once thought to be, that the equation
of higher education and higher earning power is not necessarily valid,
and that deemphasizing it is not the sacrifice that might be supposed. In
fact, there is every reason to believe that reduced emphasis on higher
education plus a more realistic attitude toward vocational-technical training
might reap greater rewards for most Americans in the long run.

As a consequence, | am recommending that the $857 million in outlays
for educational opportunity grants in FY 76 be eliminated. Furthermore, |
think we should eliminate subsidized insured loans (thus saving another
$452 million), incentive grants for state scholarships (thus saving $44
million more), and direct loans (thereby cutting out another $8.9 million).
The only student-help program | would continue is the work-study program,
which will cost $250 million in FY 76, and even this could be elimi-
nated. However, in view of the fact that students would at least be working
for their money, and recognizing that there simply aren’t enough part-time
jobs near major college and university campuses, | am reluctant to take
this step at the same time other grant or loan programs not requiring work
from the student in return are being phased out.

When you get right down to it, these grants and loans are a subsidy
and, in view of the declining relevance of a college education to the job
market, they no longer have the value they once did. Therefore, consistent
with my position on subsidles, | feel these grants and loans should be
phased out, particularly in cases where the recipients are not working for
their money.

Moving on to elementary and secondary education, | think we can
make some cuts and rollbacks without endangering the quality of education
for our nation’s children. First off, we can drop the innovative and experi-
mental programs completely, thus saving $5.8 million, on the grounds that
things like educational television, while nice, are not essential to educa-
tional development. Second, we can put off spending the $20 million
budgeted for inter-library cooperation and demonstration until a time we
can better afford it. This is a new program; we have gotten aifong without
it so far, and we can get along without it a while longer. Third, the $84.3
million in funding for the National Institute of Education should be elimi-

nated as being non-essential and unjustified by past results. And finally,

the $101.7 million in emergency school aid funds, which is the misnomer
applied to money being used to speed school desegregation, should be
eliminated. School desegregation should be a matter for the states and the
courts to decide and federal funds should not be injected into the issue.
Taken together, these terminations would save $211.8 million.

In other areas of education, ! think administrative costs should be cut
to FY 74 levels, as should the Adult Education programs, funds for educa-
tional statistics, the Indian Education program, and the program to aid the
handicapped. All these programs have merit but we must insist on getting
the same level of performance for fewer dollars if we are to get out of the
financial morass we face. Cutting these programs back to FY 74 levels
would save $92.4 million.

In addition, a number of other programs, included under the broad
category of Elementary and Secondary Education should be rolled back
to FY 74 levels. This would save an additional $431 million and perhaps
more.

Another savings that should be made is to cut off funding for the
National Foundation on the Arts and Humanities. Most of this spending
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involves taxing the poor to subsidize the cultural and artistic taste of the
rich; but beyond this, at the time of an economic crisis we need to place a
moratorium on spending for non-essentials. The savings achieved by such
a cut would amount to $183 million.

Continuing on to the area of social services, | am pleased to see that
the President, in his FY 76 budget, talks about legislation that would cut
federal expenditures by $47 million by increasing the state share of the
program. However, my approach is simpler: merely cut back to the FY 74
level, which would save $59 million, and would not just shift the added
tax burden from the federal government to the states.

Likewise, administrative expenses for these soclal service programs
should be cut back to FY 74 levels, thus saving another $43 million.
However, | will not advocate a similar cut for rehabilitation services until
such time as there is a demonstrable alternative for training those who
are not able to help themselves.

In fact, expenditures in this area are much more justified than providing
public service or make-work jobs for those completely capable of working.
As long as there are ads in the paper, and we are paying out unemployment
compensation, | see no reason to provide make-work jobs and would
recommend that the $1.3 billion proposed for them in the President’s
FY 76 budget be dropped. Furthermore, | would urge that the Congress
continue to reject proposals for spending some $5.3 billion on public
service jobs over and above what is called for in the FY 76 budget
If we want to make people work for their unemployment compensation
money—those who need it that is—then I'm all for that; but to create
public service jobs on top of unemployment compensation strikes me as
being the type of extravagance we cannot afford.

Likewise, | do not believe we should be showing favoritism in our
special manpower programs by helping some groups more than others,
particularly if the program hasn’t been all that successful as in the case
of the Job Corps. Therefore, | am recommending that the $370 million
going for migrant workers, Indians, and the Job Corps be dropped entirely.

If all these cuts were put into effect, we would be able to save another
$4.05 billion which, while it is less than 10% of the budget deficit, would
certainly contribute to the battle to put our financial house in order.

COMMUNITY DEVELOPMENT

Ever since the federal government got into the housing business, there
has been controversy surrounding both the financial and the social costs
involved. Programs such as urban renewel and model cities have had, as
objectives, the commendable goal of providing inner-city Americans with
a better place to live. However, in practice, these programs have often
resulted in the replacement of row house tenements with high rise slums
having ever spreading concentric rings of urban blight around them. Worse
yet, these urban renewal programs have meant community disaster: familiar
neighbors, facilities, and landmarks have been replaced by impersonal
structures and an unfamiliar, dehumanizing environment.

Instead of life getting better, new surroundings more often than not
have meant no Improvement in living standards. Without the familiar
gathering point, such as the old corner store or the neighbor’s front porch,
the inner city criminal has had a heyday lurking in the dark corners of
some highrise waiting for a victim whose identity Is often unknown to any
other resident in the building.
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Recently, there have been indications that the social planners have
begun to realize that a sense of community and opportunity for human
diversity are essential for a truly effective urban renewal program to
function. However, in all too many instances they have yet to realize that
the answer does not lie in another federal program that will change their
lives, but in doing away with the disruptive or unproductive programs
now in effect.

In accordance with these observations, | feel that we can do away with
much of the community development program which has been such a boon
for a few builders and such a boondoggle for all the American taxpayers.
For instance, the community development grant program, which includes
money for Mode! Cities, should be cut out entirely, thus saving the tax-
payers $1.3 billion in FY 76. Also, the $1.7 billion for the categorical pro-
grams being phased out should not be spent either, particularly since $1.3
billion of that is going for urban renewal which has not worked in the past
and which, for the reasons just mentioned, will not work in the future.
Having made those cuts, one can then cut the $121 million for planning
and development and the $117 million that would otherwise go to depart-
mental management. Also, we can do without the ACTION program, which
is the most recent name for VISTA and other related “volunteer” activities
that will otherwise cost the taxpayers $105 million in FY 76. Likewise,
OEO, which administered the so-called war on poverty so effectively that
there are far more people on welfare now than when it started, should
also be dispensed with—at a savings of $376 million.

In area and regional development, it is my feeling that we should do
away with those programs that benefit only a special interest group. Under
such a formula, Indian programs and aid to Appalachia would be eliminated
at a savings of $840 million to the taxpayer. Indians are already being
assisted by a variety of other programs while the best thing we could do
for Appalachia would be to encourage, rather than discourage, the area
from developing its major resource which is, of course, coal.

With the shortage of oil and natural gas, there is every reason for this
nation to do everything it can to develop our nation’s ample coal supply.
By processes of liquefaction and gasification, coal can be converted to
clean burning gasoline and natural gas. Furthermore, with some common
sense care and reclamation, increased coal mining need not mean perma-
nent environmental damage to areas where such damage would be harmful.
What we do not need, from either the standpoint of energy or the economy,
is more regulation that stifles the coal mining industry followed by more
federal aid because the coal mining industry is depressed.

Consistent with the philosophy of cutting back to FY 74 levels wherever
possible, | further recommend that the water-sewer grant program which
falls into the category of community development be cut $32 million, that
money for area and regional development being spent by the Department
of Commerce be cut $24 million and that miscellaneous community devel-
opment funding be cut $7 million.

Were it not for home rule and the financial considerations relating to it,
[ would also recommend a $95 million cut in the funds going to the District
of Columbia. But, because of the new form of government, that may not be
possible, which leads me to suggest that, without putting a doliar figure
on it, here is another potential area for cuts to be made. | would also be
tempted to roll back flood insurance to FY 74 levels except that by having
a federal flood insurance program we may be able to reduce disaster
spending in the agricultural area where large sums of money have been
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going for disaster relief. Certainly, communities should not be forced to -
join a federal flood insurance program against their own will, but if they

decide against protecting themselves with either federal or private flood

insurance, both of which are now available, they should not expect to

come to the government for a handout every time disaster strikes.

If we add all these proposed savings up, the federal budget for FY 76
would be reduced by over $4.62 billion. That would help a lot in these
days of mounting budget deficits.

COMMERCE AND TRANSPORTATION

Just as public assistance is the biggest functional area involving subsi-
dies to individuals, the field of commerce and transportation has become
the most fertile functional area for subsidies to businesses. Since subsidies
are just as detrimental to businessmen’s incentive as they are to that of the
individual, the objective should be to cut them out wherever possible.

In addition, the coming of the energy crisis has brought up the need
to conserve fuel whenever possible. Since the automobile ranks behind the
bus and the train in fuel efficiency (32 passenger miles per gallon compared
to 80 for the train and 125 for the bus), means of travel should be carefully
examined from an economy standpoint.

It logically follows that more highways, particularly superhighways, will
encourage rather than discourage the use of fuel, to say nothing of their
cost, so | am proposing that highway improvement and construction funds
be cut back to FY 74 levels, which would mean a savings of $393 million in
FY 76. In addition, | would suggest that we postpone further construction
on the Darien Gap Highway in Panama until such time as the Panamanians
give up their dreams of taking over the U.S. Canal Zone. if the Torrijos
government wants to exercise sovereignty over an area we have paid $166
million to buy and over $7 billion to develop, then it can build its own
highway and save the U.S. taxpayer another $11.2 million in FY 76. Further-
more, | would suggest that additional construction on our interstate highway
system be postponed at least one year, which would mean a savings of
another $3 billion.

Hopefully, with the balancing of the budget through these suggestions
I am making here, inflation and the economy would improve sufficiently
so that the interstate system could eventually be completed. However, with
deficits in both the budget and the energy supply, | think saving what we
can now is essential so that things can improve later.

Critics of these two cutbacks will claim that Highway Trust Fund money
can be used only for highways and to cut back on expenditures in this
area would have little effect on the overall deficit. However, we “busted”
the highway trust fund last year to include mass transit and, although the
law states that the money in the highway trust fund can be used only for
highways, it also says that the government must borrow from its own trust
funds with surpluses before it borrows from the private sector. So, if the
Highway Trust Fund develops a larger surplus as a result of these cutbacks,
there will be more money available for the government to borrow from
itself for other purposes. Any legal obstacle that might be in the way of
such a transfer should be waived until we can get our fiscal house back
in order.

Moving on to other areas, | think we can save some money in the mass
transit area by eliminating subsidies for the purchase and operation of
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buses and bus lines. Not only have these subsidies been shown to encour-
age inefficient use and premature retirement of buses, but they also have
been used to promote pubiic ownership of mass transit, with the resultant
loss of incentive to operate at optimum efficiency and cost levels.

in FY 76, it is estimated that $120 million of the total capital facilities
grants and $125 million of the formula grants made by DOT will go for
the purchase of buses. In addition, a part of an additional $375 million
available under the formula grants program will go for operating assist-
ance. Eliminating this subsidy would save at least another $75 million
and perhaps more. Such reductions would encourage bus transit systems
to use their equipment longer, to make greater use of mini-buses on
sparsely settled or off-hour routes, and to move towards a pay-as-you-go
system.

Likewise, | believe we should eliminate operating subsidies to railroads,
bankrupt and otherwise. Not only would that take care of the rest of the
aforementioned $375 million in operating assistance grants, but it would
encourage Amtrak to put itself on a pay-as-you-go basis and would put
an end to government bailouts of bankrupt railroads. Combined, these
steps would save at least $700 million more in FY 76. However, to com-
pensate for the fact that government regulation has heiped cause many
of the financial probiems the railroads are facing, | would further suggest
that the Interstate Commerce Commission (ICC), which regulates railroad
and truck lines, be eliminated and the $50 million allocated to it saved.
Originally established in 1887 to promote competition and prevent rate fix-
ing, it has become quite obvious that the ICC is now doing just the opposite.
Rail and truck routes are controlled, rigs are often forced to return empty
and new routes are hard for competing firms to get, all of which are detri-
mental to both industry and the consumer. President Ford, in his FY 76
budget message, indicated he will propose legislation to reform railroad and
truck regulation and support has been building on Capitol Hill. Just getting
ICC approval for railroads, such as the Rock iIsland, to sell all or parts of
their lines to other railroads would do far more to help the railroads than
any subsidy would.

In addition to eliminating rail subsidies, | think we should cut rail
research and development back for FY 74 levels consistent with the
roliback policy | have applied to all but the most pressing programs. That
would save another $16 million. Aeronautical research and technology
also should be cut back, which wouid save still another $24 million.

While on the subject of the airlines, they have gotien into the subsidy
habit as well. Eliminating airline subsidies in FY 76 would have $66
million and cutting funds for airways and airports back to FY 74 levels
would add another $418 million to projected savings. However, to offset
the economic consequences of the removal of these subsidies, it is again
necessary to do away with the regulatory body responsible for so much of
the problem the airlines have gotten into. As a consequence, | am suggest-
ing that the Civil Aeronautics Board be eliminated, which would save
another $86 million.

As far as sea transportation is concerned, the same rules should apply.
First, a $6 million item for boating safety should be eliminated as unessen-
tial. Second, the remaining appropriation for the Coast Guard should be
cut back, as a non-priority item, to FY 74 levels thus saving $171 million.
And, finally, federal maritime programs which, in actuality, are simply
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subsidies to the shipping companies, should be terminated, resulting in -

the saving of another $685 million.

And while on the subject of subsidies, we should not overlook the $730
million in Federal Housing Administration funds that are set aside in the
FY 76 budget for mortgage insurance for those supposedly able to handle
a mortgage but who allegedly are not adequately served by the private
mortgage market. However, high default rates are responsible for much
of the cost suggesting that neither of the premises on which this program
is based is accurate. Under the circumstances, this program resembies a
straight out subsidy more than anything else and its continuation cannot
be justified on either a cost or consistency basis.

Similarly, continuing the subsidy to the U.S. Postal Service cannot be
justified. Not only is it totally inconsistent to have government prosecuting
monopolies on the one hand while operating one on the other, but case
after case has shown that private enterprise can deliver the mail quicker
and cheaper than the Postal Service. Competition is already permitted in
the delivery of second-, third-, and fourth-class mail, and firms like United
Parcel have thrived on it. Therefore, there is every reason to expect that
private enterprise would do even better with first-class mail which the
Postal Service charges the most to deliver.

The most effective way to end this Postal Service subsidy would, in
my opinion, be to amend the private carriage statutes to allow private
companies to compete with the Postal Service in the delivery of first-class
mail. | have introduced a biil into the 94th Congress that would do just
that and, | am happy to say, ten other Congressmen, six Republicans and
four Democrats, have joined me in the effort. Then, since alternative service
would become available, the subsidy could be ended in time to cut the
FY 76 budget by another $1.49 billion.

Furthermore, | think we can do without the $33 million in items for
international trade and travel promotion, and, in the spirit of economy, |
think we should cut funds for technology utilization and economic and
demographic statistics back to FY 74 levels. These last two steps would
save another $44 miliion.

Finally, in an effort to remove some of the regulatory strings that have
shackled business and contributed to the present slump, | would suggest
the elimination of the Federal Trade Commission. its functions could,
without any loss of effectiveness, be taken over by the Antitrust Division
of the Justice Department since their mutual efforts, as demonstrated by
the recent report on the possible monopolistic practices by the oil com-
panies, are often duplicative. The savings would amount to $46 million.

Admittedly, these cuts will be tough to swallow at a time when jobs
are scarce. But, unless we take some tough measures, inflation will worsen
and, as recent experience has shown, jobs will get even more scarce.
There are no easy solutions, but these suggestions in the area of Com-
merce and Transportation would move us almost $8.29 billion closer to
the goal of a balanced budget.

HEALTH

It is difficult to recommend cuts in the health field, because everyone
values good health so highly. It is one of the last items that people would
term unessential. However, some cuts can be made, consistent with the

premises previously set forth, without compromising the principle of equity _

or the goal of quality health care for all Americans.




Medicare and Medicaid comprise the biggest part of the health budget
and, while | support the 5% cap the President has recommended for these
and other entitlement programs, | am not recommending further cuts at
this time. However, all Americans should recognize that continually raising
benefits to keep up with inflation only aggravates inflation and doesn’t
provide long-term relief for the beneficiary.

As far as cuts are concerned, the FY 76 budget proposes that $437
million be spent on Alaskan natives, American Indians and merchant sea-
men. However, as the budget also admits, the health expenditures for the
first two groups are four times as high per capita as they are for all other
Americans. And, as far as merchant seamen are concerned, | see no reason
to provide them with special funds; adequate care should be made avail-
able to them under the same programs for which other Americans are
eligible.

Therefore, to reduce per capita expenditures for these groups to levels
comparable to those received by other citizens, | am recommending that
this item in the budget be cut by 75%—for a savings of $327 million.

Then, in order to make sure that quality health care, not rulebook
medicine, is given to our Medicare and Medicaid patients, | am recom-
mending that the $50 million that will otherwise be spent establishing
Professional Standards Review Organizations (PRSO’s) be dropped from
the budget. This, of course, is in line with the legislation | have introduced
(HR 5404) to repeal altogether those sections of the Social Security
Amendments Act of 1972 that provided for PRSQ’s in the first place. The
last thing we need to do is decrease the incentive for doctors to give
quality health care while adding another layer of federal bureaucracy that
will put undue pressure on doctors and patients alike.

Beyond that, there is no need, particularly in times when unemployment
is rising, to spend $228 million on federal occupational safety and health
programs. Ever since its enactment in 1970, the Occupational Safety and
Health Act has made life miserable for the employer while doing little for
the employee other than perhaps costing him his job. In this day and age,
employers and employees alike know the value of safety and such matters
should be left to them to decide or, as was the case before this legislation,
determined by the states.

In the 93rd Congress | co-sponsored a bill that would have repealed the
Occupational Safety and Health Act of 1970. A similar bill has been rein-
troduced into the 94th Congress and, consistent with the aforementioned
recommendation, | have co-sponsored it again.

While expenditures for disease prevention control may be justified
under the rationale of the “neighborhood effect,” health research, educa-
tion and training is not a legitimate function of the Federal government
except under the loosest construction of the general welfare clause of the
Constitution. Even here the case can be made that Federal expenditures
work at cross purposes with the general welfare. A Federal commitment
to the research of Dr. Jonas Salk delayed for several years the acceptance
in the United States of the superior Sabine vaccine against polio. So at
the very least, | think we should cut back to 1974 levels in the areas of
health planning and construction. This is particularly in order at a time
when we have underutilization of hospitals and are producing new MDs
three times faster than our population is growing. By doing so, we can
reduce the budget another $118 million in FY 76.

All these reductions | have suggested total up to $723 million—which
is less than 3% of our entire health budget. Yet, there are those who would
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increase expenditures in this area rather than make any attempt to de-
crease them during this critical period.

The first indication of this tendency has been legislation which would
provide extended health insurance coverage for the unemployed at an
initial cost of at least $1 billion to the American taxpayers.

While | sympathize with the person who is unemployed, it is my feeling
that rather than provide another benefit for not working, we should place
our primary emphasis on creating the kind of climate that will get him
back to work in the shortest possible time. And we can’t do that by rolling
up the kind of deficit that will dry up all the capital businesses need for
improvement, expansion, retooling or whatever, and simultaneously in-
crease the inflation tax on consumers and thus reduce demand. As | have
noted before, an $80 billion deficit in FY 76, which is what some, including
Secretary of the Treasury Simon, are predicting, would mean governments
would soak up almost 90% of the capital available for this country. The
competition for what is left would be fierce, interest rates would soar, infla-
tion would be refueled with a vengeance, some businesses would fail, many
firms which might have expanded and provided more jobs would do with-
out, and unemployment would rise beyond its already unacceptable level.

For all of these reasons and more, it would be incredibly foolish to
consider proposals for national health insurance. Not only would it add
another $10 to $100 billion to the deficit, depending on the proposal
chosen, but it would create a demand for still more health care which, in
turn, would mean spiraling health care costs, additional strains on our
health care delivery system, and a significant deterioration of the quality
of health care in the U.S. As we have seen with programs such as Medicare
and Medicaid a vicious cycle is set into motion; the increase in health
care benefits drives up costs by driving up demand (whether or not the
care is necessary) and as costs go up so does the demand for more health
benefits. However, there is no indication that the quality of health care
improves simply because more money is being spent; rather the evidence
suggests that, generally speaking, qualitative improvements come on the
heels of scientific breakthroughs or changes in lifestyle.

Rather than womb to tomb insurance or increased federal regulation
over the health care industry, what is needed most right now is a healthy
economy that would enable people to purchase the private health insurance
they either want or need. And the best way to do that is to cut federal
spending, not to increase it.

PUBLIC ASSISTANCE — INCOME SECURITY

Of all the areas of the federal budget, the section labeled income
security, of which public assistance makes up a considerable part, offers
the most promising opportunity for cutbacks from both a fiscal and a
moral point of view.

Looking at the 1976 budget by function, it appears to me that approxi-
mately $10.62 billion can be saved by ending subsidies to those who are
perfectly capable of taking care of themselves. In making this statement, |
propose no cuts in social security, SSI, medicare or medicaid programs
beyond the 5% cap on benefit increases that the President has recom-
mended. Given the fact that the 5% figure is just slightly less than what
federal employees received in comparability increases last year, such a
cap seems reasonable. Moreover, unless some sort of restraint is put on
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these entitlement programs like social security, they will dispense in
benefits far more than has been paid in, or can be paid in, without ruining
the economy. In short, this part of the budget is developing a momentum
of its own that threatens to put us on the road to national bankruptcy.

The biggest problem in making cuts is the issue of humanitarianism.
To talk of reducing unemployment compensation, low cost housing subsi-
dies, welfare, or food stamps, is to be accused of hating people. However,
unless the emphasis is put on providing incentives to those who produce
and disincentives to those who will not, we will reach a point where more
and more people are sharing fewer and fewer goods and we will all be
worse off. Like it or not, subsidizing those who are able to produce but
who, for whatever reason, are not inclined to do so does no one a favor.
The recipient of such subsidies is encouraged not to work because he
knows he will be taken care of and the giver of those subsidies is dis-
couraged because he knows he will not receive the full reward for his
labor but will have to share it with those getting subsidies. Such a system
is morally wrong and economically shortsighted.

The big problem, of course, comes in differentiating between those
who are capable of earning their own living but won’t work and those who
can’t work and are in need. No one is suggesting that we cut off assistance
to the aged, blind or disabled, or that we renege on the promise that we
made to our senior citizens who, for many years, have diligently paid into
social security expecting a decent retirement in return. Nor am 1 suggesting
that we put an end to the unemployment compensation program altogether.
What | am suggesting is that we cut out these payments to people who can
find work but won't take it or who do not really need assistance in the
first place.

How could this be accomplished?

First of all, the various public assistance programs run by the Depart-
ment of Agriculture and the Department of Health, Education, and Welfare,
provide a number of benefits to many people who don’t need them.

For instance, the Child Nutrition Program could be cut back $6.7 million
simply by having the states pay the cost of administering their own pro-
grams (this is a cash grant to states program). This could be accomplished
by repealing Section 7 of PL 89-642 which requires that the Secretary of
Agriculture pay state administrative expenses.

Another cut which could be made would be to eliminate commodity
procurement which is now just another form of agricultural subsidy. This
program provides “quality foods” to recipients while broadening agricul-
tural markets, which is hardly the purpose of public assistance. Eliminating
it altogether would involve the repeal of Section 6 of PL 79-396, and Section
3 (3) of PL 91-248 and would save another $64.3 million.

A third cut that makes good sense would eliminate the state option of
serving free lunches to children whose households are as much as 25%
above the poverty guidelines and reduced price lunches to those whose
families are as much as 75% above the poverty level. To do this would
require the repeal of Section 5 (b) of PL 92-433 and Section 9 of PL 93-150.
According to the Congressional Research Service, this would have meant
a savings of $228 million in FY 74, No doubt the savings now would be
closer to $250 million and taking this step would bring the child nutrition
program back to its original focus—helping children who are truly needy.

Finally, controliability over the child nutrition program could be im-
proved by removing the cost-of-living escalator clause from PL 93-150 and
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making all reimbursements subject to Congressional review. From the
standpoint of consistency, | support the President’s proposal for reimburse-
ments to the states instead of having such reimbursements plugged into
the cost-of-living index. Along similar lines, elimination of performance
funding, which bases funding on the number of meals served the previous
year instead of on the basis of minimum eligibility, would bring about an
undetermined savings plus would add a little bit of control into what is a
“relatively uncontrollable’” program.

All told, these changes would save the American taxpayer at least
$320 million. Such a cut would in no way deny needy children who, because
their families cannot afford it, would not otherwise get decent meals at
school. However, one would hope that the time will come when this pro-
gram can be done away with altogether; indeed one could argue for its
elimination now on the grounds that impoverished families are already
covered by other programs. But, rather than go that far now, this reduction
would serve the needs of the economy while returning the child nutrition
program back to the principle of aiding those genuinely in need.

* * *

Another Department of Agriculture program that has, up until this year,
been included in public assistance calculations is the special milk program.
In FY 75 $120,000 is to be spent on it but no funds are provided for it in
FY 76. Since It is a duplicative program, it is my hope that Congress will
see fit not to appropriate any money for it in FY 76 and thus not add any
more expenditures to the FY 76 budget.

Probably the most controversial of all public assistance programs has
been the food stamp program. Despite the fact that President Ford’s effort
to cut back on its rapidly mounting cost was overwhelmingly defeated, |
have come to conclude that the program should be done away with
altogether. Eliminating it would save $3.6 billion from the proposed FY 76
budget and close to $6.6 billion in actuality (given the action Congress
has taken).

If eliminating food stamps altogether is not possible, my alternative
suggestion would be to eliminate food stamps for college students, strikers
and others who are not truly needy. | have already co-sponsored bills that
would accomplish these objectives and am pleased to note that the National
Food Stamp Reform Act, which would save the taxpayer over $2 billion
in FY 76, has been sponsored by more than 75 Congressmen and Senators.

* - *

Moving along to welfare, otherwise known as Aid to Families with
Dependent Children (AFDC), the latest report indicates that approximately
11 million people are receiving benefits from this program and the estimate
is that about $4.7 billion in federal funds will be spent on it during fiscal
1976. In addition, the states spend almost as much on this program in
matching funds (the ratio is 55% Federal to 45% State on average), as
the federal government. However, eligibility for benefits, as with most of
these public assistance programs, is almost exclusively up to the states
which, while good from one standpoint, causes a problem when it comes
to controlling federal spending.

At the very least, AFDC should be cut back so as to eliminate the 9.3%
who are estimated to be ineligible and to cut payments for the 20.3%
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who are estimated to be receiving over payments. However, | propose to
go a step further and eliminate payments to all those who, although un-
employed, are not incapacitated and who are not needed full time in the
home to look after children. According to an AFDC study 28.9% of all
AFDC mothers and 32.4% of all AFDC fathers fall into this category. Since
that averages out to about 30% of all recipients, it seems to me that a 30%
cutback in this program could be contemplated without upsetting anything
but the recipient’s life of leisure. Such a reduction would mean a savings
of at least $1.41 billion and this is the direction in which | think we should
be headed.

Personally, | would hope that such reductions would be only a first
step towards eliminating this program altogether. Study after study has
shown that AFDC, the way it presently operates, encourages people to stay
unemployed (83.9% of all AFDC mothers and 87.7% of all AFDC fathers
are unemployed), to break up their homes and families (in order to get
more benefits), and to do nothing to improve their lot. This is an intolerable
situation and, to correct it, I am co-sponsoring a national welfare reform
proposal that will not only save at least $1.1 billion a year in federal funds
but will also provide more benefits to the truly needy, thus eliminating
the arguments in favor of overlapping programs such as the aforementioned
food stamp program and the next-to-be-mentioned subsidized housing
program.

- * -

The subsidized housing program is another form of public assistance
that has been badly abused. In FY 76, it is estimated to cost $2.6 billion.
Since the track record for public housing indicates that, within a few
years, the units are in as bad or worse shape than the occupants’ previous
residences, it is my feeling that these subsidies should be discontinued,
particularly if a trimmed down AFDC program is retained. Supplementing
one’s rent gives the recipient no pride of ownership and no incentive to
keep the place up. Programs like the Indianapolis “sweat equity” program
and the $1 homesteading programs that have sprung up in some cities like
Baltimore offer a much better solution to the problem.

o * *

Finally, we come to the probiem of unemployment compensation which,
with the coming of recession, has tripled in the last two years insofar as
federal outlays are concerned. This year, an estimated 14.4 million persons
are expected to collect some $17.5 billion in unemployment compensation
benefits.

Contrary to what many people believe, unemployment benefits are not
something a worker has already paid for (like social security) out of taxes
or withholding. Instead, unemployment benefits are paid, according to state
eligibility standards, out of a trust fund administered by the federal gov-
ernment and contributed to exclusively by employers. In general, economic
stability rather than individual need is the criterion for determining who
does, and does not, get benefits.

Another misconception is that the unemployment rate is comparable
to the total of those receiving unemployment benefits. The fact is that the
unemployment rate, as compiled by the Bureau of Labor Statistics (BLS),
is comprised of everyone who is looking for work, while the number
receiving benefits is determined by state eligibility standards which vary
widely. However, by comparing the two sets of figures, one can make some
educated guesses about who is, and who is not, really in need of benefits.
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As of March, 1975, the unemployment rate, overall, was 8.7% or
7,980,000 workers. But, of these, 798,000 (10.2%) had quit their last job
and are thus not deserving of help. 1,854,000 (23.8%) were people, such
as housewives, who were looking to re-enter the job market and may not
really need to work. Another 773,000 (9.9%) were teenagers, and many
more (57.1% in the last group and 35.6% in the next-to-last group) were
seeking part time employment, which suggests that most of those in the
last two categories had other means of support and did not need employ-
ment, or unemployment benefits, in order to make ends meet.

So, if you take the 4.37 million (56.1%) who lost their last job, subtract
from that total about 314,000 who were looking for part time work or who
were teenagers (437,000), and then add those who were looking to re-enter
the job force full time (1.2 million), pius another 90,000 or so non-teenagers
looking for full time employment and you come up with about 4.87 miilion
who may have real need for unemployment benefits. if anything, this figure
may be generous in that only slightly over 3 million heads of households
were unemployed as of March 1975.

Compared to that, the number of people receiving unemployment com-
pensation benefits during the week of March 22, 1975 was 5,868,300 which
suggests that almost 17% of those receiving unemployment benefits do not
reaily need them. Therefore, if one tightened up the Federal Unemployment
Tax Act eligibility provisions (for instance, do away with the provision that
says one may not be denied benefits if one refuses a job that has a lower
salary or a less favorable location than the job he or she had previously),
to get those 17% off the rolls, a savings of almost $3 billion, and perhaps
more, would be realized. As a matter of fact, using the same formula with
January 1975 figures, it appears that as many as 21% of those who received
benefits may not have needed them.

Personally, | feel that in view of our economic hard times this is a very
modest proposal. Like social security and other entitlement programs,
unemployment compensation can develop a buiit-in momentum all its own
unless something is done to restrict it to those who are authentically in
need. In days gone by Americans used to “save for a rainy day” to take
care of contingencies such as unemployment and | see no reason why
employers’ dollars, which could go to capital expansion (which, in turn
would mean more jobs for everybody) should go to those who want to take
a paid vacation or who do not need the benefits in order to make ends
meet. In fact, one might go further and eliminate benefits for those who
could have saved for a rainy day but didn't.

The problem with all these public assistance and unemployment com-
pensation programs is that they take away incentive—both from the person
who is receiving the benefits and the one who has to pay for them. They
add to the cost of doing business, which means higher consumer costs
and hurts America’s competitive position in world markets; they retard
growth of our economy by wastefully consuming precious capital necessary
to create new jobs; they put pressure on interest rates; and to the extent
they contribute to the deficit they are inflationary.

The fact of the matter is that we, as a people, have become so used
to the good life that we have come to take it for granted. Rather than
take any job at hand, in preference to welfare or unemployment, we have
come to look on these programs as staples, even though somebody has
to pay for them and everybody is hit by inflation when they get out of hand.
Such an attitude has been encouraged by our government ever since the
days of the New Deal even though history has shown, in this country and
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elsewhere, that prosperous nations are built by people who do not expect
to get something for nothing or view handouts as a matter of right.

What is needed, instead of more handouts, is a new infusion of the
work ethic and a rebirth of the pride on which it is based. Productivity and
profit must become guideposts of our society, not dirty words. And t_he
best way to rekindle the work ethic and restore faith in the free enterprise
system is to reward those who produce and discourage those who don’t
produce when they are perfectly capabie of doing so.

VETERANS’ BENEFITS

One of the hardest areas in which to make cuts is in the area of benefits
for veterans. Not only have many of these people risked their necks and
given their blood for their country, but many of these programs are open-
ended. As a result it is difficult to establish doliar limits.

However, for the same reason | favor a cap on Social Security, Medicare
and Medicaid benefits, | also favor the President’'s proposal to put a 5%
cap on any increases in veterans’ benefits. This would not reduce the
FY 76 budget any further but would help keep it from going up as high as
many of us fear it will.

Aside from that, about the only areas where veterans’ spending can be
reduced is hospital and extended care facilities construction, medical
research and administration, and VA administrative expenses. If funds for
construction of hospital and extended care facilities were cut back to
FY 74 levels, the savings would be $80 million. Likewise if medical research
and administration and VA administrative expenses were similarly cut back,
we could save $64 million and $125 million respectively.

All in all, the budgetary savings in the veterans’ benefits area would
come to $269 million which is relatively speaking a drop in the bucket,
but it was drops In the bucket that, taken altogether, built up this huge
deficit in the first place. As former Senator Everett Dirksen once facetiously
remarked, “A billion here, a billion there, begins to add up to real money.”
So, too, a few hundred millions here, a few hundred millions there, can
add up to the unprecedented $100 billion deficit we may be facing if we
don’t begin economizing at once.

LAW ENFORCEMENT & JUSTICE

With crime and drug traffic on the increase, as they have been lately,
another area that is difficult to cut is law enforcement and justice. However,
here also, certain economies can be made without seriously undermining
our efforts to reduce crime and drug usage. In fact, the argument can be
made that inflation is a stimulant to crime and the best thing we could do
to fight crime right now is cut down on the causes of inflation.

While | have long been a believer that individuals, rather than society,
are responsible for their own behavior, there are those individuals whose
strength of character is found wanting when times get tough. So, while
society should not blame itself for the misdeeds of individuals, a return to
economic prosperity through sound financial policy does offer the hope
that a reduction in the crime rate will follow.

Consequently, | am recommending that two programs which have
eroded local responsibility, and have caused a lot of waste in the process,
be eliminated. They are the Law Enforcement Assistance Administration,
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for which $887 million is budgeted in FY 76, and the Legal Services Cor-
poration that will cost another $72 miilion. | also think, in view of the recent
excessive expenditures involving former Presidents and Vice-Presidents,
that we are spending more than necessary on Secret Service protection.
Certainly, the FY 74 level should be adequate and reducing to that level
would knock another $29 million off the FY 76 budget.

Also, if we cut the Customs Service and the Bureau of Alcohol, Tobacco,
and Firearms back to FY 74 levels we could save another $112 million
and still not cut into funds for the Drug Enforcement Administration, the
FBI, the Immigration and Naturalization Service, and the Justice Depart-
ment—all of which are hard pressed with the duties they now have. Still
another item that could be cut back to FY 74 levels wouid be funding for
federal correctional and rehabilitative activities. This would save $56 million
more.

Total all the possible cuts and reductions up and the overall budgetary
savings in the law enforcement and justice area come to $1.15 biilion. It is
possible that another $62 million might be added to this figure by cutting
various miscellaneous programs back to FY 74 levels. However, when peo-
ple’s lives and property are at stake, cuts must be made most judiciously.

GENERAL GOVERNMENT

Here is an area where those of us calling for cuts in the budget really
get a chance to practice what we preach.

The White House has already set an example in this regard by pro-
posing to cut its 1974 staff level by one-third by June 30, 1976. Accord-
ingly, the budget request for the White House, the Executive Office of the
President and related activities has been cut from $117 million in FY 74
to $71 million in FY 76. That is good and | think it should be matched by
a similar percentage cut in the legisiative branch, which would mean a
budget reduction of $250 miliion.

Also, | would hope that the $35 million allocated for public financing
of Presidential nominating conventions and primary campaigns would be
cut from the budget. The bill providing for such expenditures is already
under legal challenge on constitutional grounds and even if it is ruled
constitutional |1 would hope that the Congress, in its wisdom, would see fit
to repeal it. As it stands, public financing of Presidential campaigns and
nominating conventions, along with campaign spending limitations, not only
curtails a person’s right to speak out in favor of a candidate, but it also
gives an incumbent a major advantage, to say nothing of the danger posed
by an unelected bureaucracy, rather than the people themselves, deter-
mining who is eligible for campaign money and how much of it they
are entitled to. Furthermore, it forces people to support financially, through
the use of their tax dollars, candidates they do not favor or would not
otherwise contribute to—which is highly questionable on political, moral,
and philosophical grounds.

Speaking of taxes, another agency that can finally do something to
help the taxpayer by cutting back to FY 74 levels is the Internal Revenue
Service. Such a cutback would shear approximately $440 million from the
budget and | don’t think the additional tax audits President Ford’s budget
suggested will be missed a bit.

| also think that the Civil Service Commission should make do on what
it did two years ago and, if it were required to, another $24 million could
be cut from the budget.

33




Even though | am an historian by training and believe that the Bicen-
tennial celebration should mean a great deal to every American, | also
feel that it cannot be an exception to the budget cutting effort. Accordingly,
| would suggest that it be cut back to FY 74 levels, which would reduce the
federal budget for 1976 by $14 million. Likewise, | feel our expenditure for
trust territories and possessions should be reduced to FY 74 levels which
would save $38 million more.

All in all, savings in the general government area could reach $801
million without undue strain. | certainly hope that these cuts will be imple-
mented, if for no other reason, as an example to other government agencies
and to the American people.

BUDGET ALLOWANCES

The President’'s budget proposal for FY 76 also contains a section,
albeit somewhat buried, termed budget allowances. But, buried or not, it
adds over $8 billion to overall outlays.

Since the budget was presented, a lot of changes have been made in
the President’s energy proposals from which most of these budget allow-
ances are derived. Only two thirds of the $3 per barrel oil import fee
has been implemented so far, the excise tax on domestic crude oil has
not yet been enacted and, instead of a windfall profits tax, we have seen
the end of the oil depletion allowance for the “major” oil companies and
the beginning of the end of that allowance for the “independents.” In
addition, the tax cut package the President proposed was both altered and
enlarged by Congress. As a result, the proposed budget allowances, which
were part of an interdependent package, no part of which can stand alone,
may well be altered. Frankly, | think it is a mistake to increase, artificially,
the cost of energy. If it were not done, this section of the budget discussion
would not be included.

But, for purposes of discussing the proposed budget deficit, these
allowances must be a part of that discussion. Briefly speaking, they would
provide $2 billion to compensate non-taxpayers for higher energy costs,
$2 billion to state and local governments to compensate them for higher
energy costs and $3 billion to federal agencies as compensation for higher
energy costs. $550 million would go for federal civilian agency pay raises
and $500 million would go for contingencies.

Except for the contingency fund, | see no reason not to cut all the
rest of these budget allowances thus saving $7.55 billion. The $7 billion
in energy compensation payments is simply another subsidy to people and
governments who are able, if not especially willing, to take care of them-
selves. They will simply have to tighten their belts and make do, just as
the rest of us. As for the $550 million for civilian agency employee pay
raises, | feel that the government must take the lead in any austerity pro-
gram, so as to set an example for the rest of the country. If the federal
government is not willing to make the necessary sacrifices to defeat
inflation first, then it is hardly fair to expect the private sector to do so
on its own.

Given the difficulty in cutting the budget, with all its built-in momentum
and uncontrollables, it is essential that we eliminate these non-essential
budget allowances. Not only will we save $7.55 billion, but we will be
establishing a healthy precedent for fighting inflation in the future.
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CONCLUSION

As previously noted, the President's budget proposal for FY 76 con-
tains the largest proposed deficit in peacetime history—$51.9 billion.
Subsequent enactments by Congress have caused the White House to
revise the estimate of the deficit up to $58.6 billion and legislation pending
is likely to increase it to nearly $80 billion. As a matter of fact, if all
the House committee recommendations were enacted the FY 76 budget
would come to $396.4 billion and the deficit to $98.9 billion.

Inasmuch as | have opposed the budget-increasing measures that have
come before the House so far and inasmuch as | expect to oppose other
budget-expanding proposals in the future, to suggest that we not go
through with a multitude of additional spending programs is belaboring the
obvious. Therefore, we are left with the twin tasks of enacting those pro-
posals the President made to keep the deficit down to $51.9 billion and
then finding ways to do away with the deficit itself.

As | have indicated, | support the idea of a 5% cap on social security,
medicare, medicaid, civil service retirement and veterans’ benefit in-
creases, for without it, as the President noted, close to $17 billion will be
added to the deficit. Moreover, | would hope that if we are going to take
steps to conserve oil by government intervention, that we utilize the price
allocation method rather than quotas, mandatory allocations or gasoline
rationing, and thus make up the difference between the tax cut proposed
by the President and the one just enacted by Congress. Finally the cuts
and reductions | have proposed will reduce federal spending in FY 76 by
the considerable sum of $52.86 billion, which, coupled with my other
recommendations, would mean a budget surplus of over $300 million in
fiscal 1976, assuming that revenues remain at the predicted level.

Of course, it is possible that revenues will drop as a result of the
measures | have suggested. However, it is my hope that the impetus given
to individuals and businesses by the dampening of inflation and the loosen-
ing of excess regulatory restraints will produce enough tax revenue to
offset whatever other revenue losses might occur. In this context, the type
of cuts | have suggested are as important as the size of the surplus that
is projected.

While such a surplus is not large, it would be a refreshing and con-
structive change from recent federal fiscal policies. Furthermore, it is
entirely consistent with the concept of a mandatory balanced budget that
a number of Congressmen, myself included, have endorsed. Without a
balanced budget, and the fiscal restraint that it entails, America is doomed
to continuing inflation, high unemployment, high interest rates, more busi-
ness failures, and possibly even a depression. At some point, we have to
pay the price for our previous extravagances and every year we delay it
means that the final price will be dearer and more tragic for millions of
Americans.

If adopted, my proposal would turn this trend around and, by balancing
the budget, get us back on the road to fiscal responsibility.
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FROM: Assistant to the Director
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Wednesday,

C.0.B. Thursday,

al(‘ ar r 1¢ )
EXECUTIVE OFFICE OF THE PRESIDENT ' "'y 15, 1976
(This schedule

OFFICE OF MANAGEMENT AND BUDGET supcerasedes all
WASHINGTON, D.C. 20503 prior editions).

CONGRESSIONAL BUDGET BRIEFING SCHEDULE

January 21

10:00 a.m.

11:30 a.m.

1:30 p.m.

3:30 p.m.

5:00 p.m.

Senate Budget Committee
Room 357 Russell Senate Office Bulldlng
Mr. Lynn, et. al.

Senate and House Appropriations Committees
Room H-140 Capitol
Mr. Lynn, et. al.

Members of the House of Representatives
Caucus Room -~ Cannon House Office Building
(All 435 Members have been invited, but there will

be a separate briefing on Thursday for the House
GOP Conference).

Mr. Lynn, et. al.

House Budget Committee
Room 210 Cannon House Office Building
Mr. Lynn, et. al.

Members of the United States Senate
Room 1114 Dirksen Senate Office Bulldlng
Mr. Lynn, et. al.

Thursday, January 22

9:30 a.m.

11:00 a.m.

12:00 noon

2:30 p.m.

3:30 p.m.

“llouse Republican Conference
- Room 2168 A&B (The Gold Room)

Rayburn Iouse Office Building '
Mr. Lynn, et. al. a

House Committee Staff -

Room 2168 A&B (The Gold Room)
Rayburn liouse Office Building
Mr. Lynn, et. al.

House Office Staff

“Room 2168 A&B (The Gold Room)
Rayburn llouse Office.Building
Mr. Lynn, et. al.

Senate Office Staff
Room 457 Russell Senate Office Building
Mr. O'Neill, et. al. ‘

Senate Committee Staff
Room 457 Russell Senate Office Building
Mr. O'Neill, et. al.



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503

January 15, 1976

TO

Members of the House of Representatives

We are pleased to invite you to a one-hour briefing
on the FY 1977 Budget (FOR MEMBERS ONLY) on Wednesday,
January 21, 1976, at 1:30 p.m. in the Caucus Room of
the Cannon House Office Building. The briefing will
be conducted by OMB Director James Lynn, with
participation from other Administration officials.

A special briefing for House Committee staff will be
conducted on Thursday, January 22, 1976, at 11:00 a.m.
in Room 2168 A&B (The Gold Room) Rayburn House Office
Building; and a special briefing for your office staff
will be held on Thursday, January 22, 1976, at 12:00
noon in Room 2168 A&B (The Gold Room) Rayburn House
Office Building.

We look forward to having you and your staff members
with us.

With all best wishes.

Sincerely yours,

f~wu K«Moobi'b.

Alan M. Kranowitz
Assistant to the Director
for Congressional Relations



LETTERS SENT TO STAFIT DIRECTOR AND MINORLTY COUNSEL EACH HOUSH
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.'1“‘".‘@.3..,-v EXECUTIVE OFFICE OF THE PRESIDENT
) {',;_é"x\}f.f-.j f,f‘ ~ OFFICE OF MANAGEMENT AND BUDGET

g
. ! WASHINGTON, D.C. 20503

January 15, 1976

Dear:

I am very pleased to invite you and your staff to a one-hour
briefing on the FY 1977 Budget on Thursday, January 22, 1976,

at 11:00 a.m. in Room 2168 A&B (The Gold Room) Rayburn House
Office Building. The briefing will be conducted by OMB Director
James Lynn, with participation from other Administration officials.

We look forward to having you and your staff with us.

With all best wishes.

Sincerely yours,

Alan M, Kranowitz
Assistant to the Director
for Congressional Relations



THE WHITE HOUSE M]L’ ol

WASHINGTON

January 20, 1976 9‘”1

FROM: WARRtﬂ) NDRIKS

SUBJECT : PRESIDENTIAL BRIEFING

You are invited to attend a special State of the
Union, Budget and Economic Briefing for Presidential
Appointees in the East Room at 3:45 p.m. on Wednesday,
January 21.

In addition to the President's and Vice President's
participation, Paul O'Neill, Alan Greenspan and Jim
Cannon will address their areas of responsiblity.



THE WHITE HOUSE

WASHINGTON

-

January 19, 1976

. MEETING WITH BIPARTISAN CONGRESSIONAL LEADERS
Tuesday, January 20, 1976
5:00-6:00 p.m. (60 minutes)
The Blue Room

From: Max L. Friedersdorf /ﬁj’é‘

I. PURPOSE

To brief the Congressional leaders on the President's
1977 budget recommendations.

IT. BACKGROUND, PARTICIPANTS AND PRESS PLAN

A. Background: The President's 1977 Budget message will be
released on Wednesday, January 21, 1976.

B. Participants: See TAB A

C. Press Plan: Press Office to announce the meeting - White
House photographer only.

III. TALKING POINTS

See TAB B



PARTICIPANTS

The President
The Vice President

SENATE

Jim Eastland
Mike Mansfield
Bob Byrd

Bob Griffin
John -McClellan
Milt Young

Ed Muskie
Henry Bellmon
Russell Long
Carl Curtis
Frank Moss

Bob Stafford
John Towexr

HOUSE

Carl Albert
Tip O'Neill
John McFall
John Rhodes
Bob Michel
George Mahon
Al Cedexrberg
Brock Adams
Del Latta

Al Ullman
Herm Schneebeli:
John Anderson
Phil Burton
Barber Conable

STAFF

Bob Hartmann Pat O'Donnell
Jack Marsh Alan Kranowitz
Rog Morton , Charles Leppert
Dick Cheney ' Tom Loeffler
Jim Lynn Russ Rourke
Jim Cannon : Bob Wolthuis

Max Friedersdorf
Ron Nessen

Alan Greenspan . REGRETS

Brent Scowcroft

Bill Baroody Senator Hugh Scott
Paul O'Neill Secretary Simon
Vern Loen Bill Seidman

Bill Kendall



TALKINCG POINTS -

I am pleased that you could be here. The 1977 budget
has unusual importance. In a procedural sense, it is a
landmark budget.
. It is the first budget under the October to
Septeﬁber Fiscal Year, and
. It is the first budget for which rules of’the

Congressional Budget Act of 1974 are mandatory.

Every one of us here is completely dedicated to helping
make that Act a resounding success. I pledge to you again
the full cooperation of my Administration in your work

toward that objective.

The substance of the 1977 Budget is also unusally
important. The Budget Message states the philosoghy and
goals of the budget as élearly and as succinctly as I know
how.

. The budget for 1977 and the direction it proposes
meet the test of responsible fiscal policy. Its
combination of tax and spending changes sets a
course that not only leads to a balanced budget
within three years, but also improves the prospects
for the economy to stay on a growth path that can

be sustained.
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This prudent, balanced approach has already
begun to prove itself, and it will continue to
prove itself~if we .stick with it.

. Over the years, the trend toward bigger and biggerv
government has been unmistakable. While the
predominant growth has been at the State and loéal
level, the Federal Government has contributed its
share. Continued drift in the direction will sap

the initiative and vitality of our private Sectér.

. The budget for 1977 proposes to reverse this treﬁd
by cutting the rate of growth in Federal spending
to 5-1/2% between 1976 and 1977 -- less than half
the average growth rate of the last 10 years. VAt
the same time, the budget proposes further, permanent
income tax reductions so that individualg and
businesses can spend and invest these dollars.

.  The 1977 budget achieves fairness and balance
among the allocation of resources between the
private sector and the public sector, the allocation
of resources within the public sector, and the manner

and timing of the choices it proposes.

Over the past two decades, there have béen diverging,
largely offsetting trends within the budget totals, with
--nondefense spending increasing rapidly in both
absolute and relative terms, and
~-defense spending declining in both real terms and

as a share of the total.
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Continuation along this path for several more years would

erode cur military strength and our foreign policy.

The 1977 budget would-not allow this erosion to continue
and, in fact, provides for a necessary increase in real
resouxces provided for defense. There is no realistic

alternative.

The budget also meets our urgent domestic needs. 1In
the domestic area, my objective has been to achieve a
balance between all the things we would like to do and those

things we can realistically afford to do.

My budget is a tough one, but it is a compassionate

one, too. Let me iliustrate this point.

. ‘It proposes that, to help slow down the runaway
increases in federally funded medical egpenses,
Medicare beneficiaries contribute more for the
care they receive--

and it proposes that we take steps to dispel the
haunting fear of our elderly that a prolonged
illness would cost them and their children
everything they have.

. It proposes grant consolidation and spending in the
fields of health, education, child nutrition, and
social services--

but, in every case, it makes certain that the
disadvantaged, the handicapped, and the needy

are cared for.
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I do not expect you to agree with every detail in my
budget. But I do hope that you can accept its direction
and the basic priorities that it reflects. It is a tough
budget, a éompassionate one, and -- above all -- a

responsible one.

I look forward to working closely with you on it and
to persuéding you that it is the proper budget for our

Nation at this time.





