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THE WHITE HOUSE

WASHINGTOCN

AUG 301974 ACTION

MEMORANDUM FOR: THE PRESIDENT

FROM: R T, .—ASH )
i .
SUBJECT: ’ Federal Pay Raise and Civilian

IT.

Employment Reduction

BACKGROUND

As you instructed, here are papers which will inform
the Congress of your plan to defer the pay raise for
three months to January 1975. The papers include:

° A message to the Congress transmitting the
alternative plan as required by law (Tab A);

The language needed to accomplish the alter-
native plan (Tab B); and

An announcement directed to the Federal
establishment (Tab C).

The material includes reference to a reduction of
40,000 positions planned for this yvear.

RECOMMENDATION

I recommend that you transmit the message to the
Congress and the accompanying alternative plan no
later than tomorrow, August 31. Under the law, the
alternative plan cannot be effected UNLESS TRANS-
MITTED PRIOR TO SEPTEMBER 1.

APPROVE DISAPPROVE

Attachments
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MESSAGE .
From
THE PRESIDENT OF THE'UNiTED STATES

Transmitting

NOTICE OF A NINETY-DAY DEFERRAL IN THE PENDING PAY
ADJUSTMENT FOR FEDERAL EMPLOYEES, PERSONNEL REDUCTIONS

AND A FEDERAL PAY COMPARABILITY ALTERNATIVE PLAN

To the Congress of the United States:

At a time when inflation is the main concern of
every American, the Federal Government has a special
obligation to take those actions which begin to stop
inflation, T

It is in this spirit and with the knowledge that
the action.I am taking will help to hold down the cost of
living for all Americans, that I now recommend a ninety-
day deferral in the pending pay adjustment for Federal
employees. At the same time, I am also ordering the
Director of the Office of Management and Budget to proceed
with a reduction of 40,000 Federal civilian positions from
those ﬁlanned for the current fiscal year.

Therefore, as required by law, I am transmitting to

the Congress a plan to defer Federal pay raises for ninety



2
days. This is intended to meet both the needs of those
who serve the Government and the common interest of the
~general public; all of whom must bear the burden of
increased inflation.

Under this plan, a pay increase for all Federal
employees based upon an appropriate comparability adjust-
ment would become effective on the first pay period
beginning on or after January 1, 1975; The level of the
comparability adjustment will be determined during the
next few weeks. My "agent" on Federal pay, the Director
of the Office of Management and Budget and the Chairman
of the Civil Service Commission, has recommended an
average pay increase of 5.52 percent. This recommendation
is now being reviewed by the Advisory Committee on Federal
Pay as required by the Federal Pay Comparability Act of
1970. This Committee will make its own recommendations
"to me in late September. At that time, I will make my
decision on the'appropriate comparability adjustment.

I do not expect it to differ'greatly from that recommended
by my agent.

I regret asking for this postponement of a Federal
pay increase, but there can be no doubt of its necessity.
Federal employees affected by this action aré the foundation

of sound, effective and efficient Government.
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Nevertheless, at this critical time in the economic
health of our Nation; I call on all Americans to make
sacrifices in order to hold down inflation: This requirés
that all of us cooperate'to hold down wage and price
increases. Federal employees; as one of the largest groups
of workers in the country, have a unique role to play in
the fight against inflation because every dollar of their
pay comes from taxpayers. It is especially important this
year, as we seek a noninflationary‘budget, that Federal
spending be held to a minimum.

I urge the Congress to support this action, because
it is in the best interest of all Americans.

The plan to defer Federal pay raises by ninety days
is attached. As required by law, the plan representsvan
alternative to the October effective date which would
otherwise occur.

In addition, I have now determined the specific
reductions in civilian positions from those budgeted for
the current fiscal year. The agencies will shortly be
informed of these reductions by letters from the Office.
of Management and Budget.

It is extremely important that the Federal establish-
ment hold employment to the absolute minimum needed to

~get the job done. Effective use of human talents is a wise

use of the tax dollar.
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The pay raise deferral and the reduction in civilian
positions together will reduce the 1975 budget by about
$1 billion. Thus; the Federal Government iS~takin§ an
essential first step in holding down the Federal budget

and showing the way for restraint by all Americans.
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FEDERAL PAY COMPARABILITY ALTERNATIVE PLAN

In consideration of the economic conditions affecting
the general welfare, I hereby transmit to the Congress the
following alternative plan, as authorized and required by

section 5305(c¢c) (1) of title 5, United States Code:

Such adjustments in the rates of pay of each
Federal statutory péy system as may be determined
under the procedures set forth in section 3(a) of
the Federal Pay Comparability Act of 1970 (5 U.S.C.
5305), shall become effective on the first day of the
first applicable pay period that begins on or after
January 1, 1975. |
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ANNOUNCEMENT OF INTENTION TO
REDUCE THE NUMBER OF FEDERAL CIVILIAN EMPLOYEES
AND TO RECOMMEND FEDERAL PAY INCREASES
EFFEC?IVE JANUARY 1, 1975
I am today taking two actions which will reduce Federal
spending by approximately one billion dollars. By taking
these actions, the Federal Government will help set an

example for the entire Nation in the battle againSt

inflation.

First, I am transmitting to the Congress a plan which
would defer pay increases for Federal civilian and

military personnel from October 1974 to January 1975.

My message to the Congress calls upon labor and industry
to display similar restraint in the coming months and
may, therefore, make an important contribution toward

the goal of a more stable economy.

Second, I have ordered the Director of the Office of
Management and Budget to make a reduction of 40,000 in
planned employment levels, as announced earlier, and

to inform affected department and agency heads by letter

of the new fiscal year 1975 employment ceilings.

All departments and agencies will be expected to hold
employment levels to a minimum and, at the same time, to

avoid distortions in overall program priorities.
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I have the highest regard for .those who serve in the

Federal civil and military services. I believe that

they are among the most dedicated groups of people in

this country. For this reason, I know they will understand
that the measures I am proposing are necessary in our common

fight against inflation.

It is extremely important that the Federal establishment
hold employment to the absolute minimum needed to get the
job done. At a time when inflation is a serious problen,
it is especially important that every agency concentrate
its efforts on tasks of the highest priority. We must show

the country as a whole that the Federal Government is

organized well -and working -efficiently.

The Government itself must lead the way if inflation is

to be overcome.
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8. P. 11, last sentence: This sentence introduces only a discussion
of separation between federal and state or local responsibilities,
not between public-sector and private-sector responsibilities.

I question whether anywhere else the message establishes that
the separation between the latter two divisions of responsibilities
is ""rational.'" This contention would seem to require that we
understand how much private investment there will have to be to
sustain the needed increase in energy-producing capacity as well
as in other productive capacity and whether the sources for such
hugh private investment requirements will be adequate despite
the demands on money sources to finance federal deficits and
international balance-of-payment deficits.

9. P. 23, first full paragraph: This essentially duplicates points
made on page 4, and it presents example of unnecessary duplication
within the message as a whole. -

10. P. 24, first two paragraphs: The security to be felt by the
elderly as a result of current domestic assistance programs is
probably overstated. Also, extrapolation of the rise over the

last 20 years in domestic assistance levels may not be appropriate
because of the low ghams base 20 years ago.




THE WHITE HOUSE

WASHINGTON

JAN 91975

MEMORANDUM FOR: VﬁgiLIP W. BUCHEN

‘ KENNETH R. COLE
ALAN GREENSPAN
ROBERT T. HARTMANN
JOHN O. MARSH
DONALD H. RUMSFELD
BRENT SCOWCROFT
L. WILLIAM SEIDMAN
PAUL A. THEIS

FROM: Roy-t$y£%$

SUBJECT: The ﬁudget Message

Attached is the latest draft of the Budget Message.
It contains a number of very sensitive statements,
including a discussion of the energy proposals and
the tax cuts. These statements are not contained in
the version that is being more widely circulated in
OMB. The attached version is receiving very limited
distribution. -

Attachment










THE WHITE HOUSE

WASHINGTON

February 15, 1975

MEMORANDUM FOR: WARREN HENDRICKS

FROM: PHILIP BUCHEW L. 73‘

The first two sentences in the last paragraph on page 3
of the proposed Special Message by the President to the
Congress are not explained.

It is not stated that the interim legislation will
benefit Cambodia only at the intolerable expense of
other countries entitled to benefits under the Foreign
Assistance Act. Neither does the message state what
the rate of spending will be for Cambodia from the
Foreign Assistance funds as soon as the emergency legis-
lation is passed, and thus it is not possible for anyone
reading the message to ascertain the impact of passage
of emergency legislation if the Congress should pass
that legislation but not pass the legislation proposed
on January 28.












