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I. ECONOMIC PROGRAM AND :PROSPECTS
The President's economic policies outlined in his State
of the Union Message are designed to keep the economy on
an upward path toward two central long-term objectives:
-~ Sustained economic growth without inflation,
-- Jobs for aiiiwne,seek'work.

A.  SUSTAINED ECONOMIC GROWTH WITHOUT INFLATION

BACKGROUND

At the beginning of 1976 the American economy is well

on the way to recovery from the deepest recession since

the 1930's. One year ago most economic indicators includ-
ing unemployment, inflation and production were deteriorating.
The most significant economic feature of 1975 was that the
economy turned around and steadlly grew healthier during

the last half of the year. The double digit inflation of
over 12 percent in 1974 was reduced in 1975 to an estimated
6.9 percent. Further progress is expected in 1976 when a

rate of 5.9 percent is forecast. The further reduction in
the anticipated rate of inflation 1is expected to coincide with
a continuation of the recent healthy recovery in the standard
of living. Real gross national product 1is expected to

grow by 6.2 percent in 1976 and 5.7 percent in 1977.

DESCRIPTION OF PROGRAM

1. Spending Restraint and a Balanced Federal
. ‘Budget by 1979

The President's budget recommends $394.2 billion
in Federal outlays for FY 1977, a reduction of

" nearly $29 billion in the projected growth of
Federal Government spending. As a result of
~this spending restraint, the Federal deficit
would be reduced from an estimated $76 billion
in FY 1976 to $43 billion in FY 1977. By con-
tinuing to check the growth in Federal spending,
the budget can be balanced in FY 1979. Significant
spending restraint coupled with tax cuts will
foster sustained economic growth without
inflation. '

2. Tax Cuts

The President will seek further permanent tax
cuts for the American people, effective July 1,
1976. 1In keeping with his budget to contain

the growth of Federal spending, the President
reaffirmed his proposal for a $28 billion
permanent tax reduction. The President's
proposed permanent tax reduction is $10 billion
more than the  temporary tax reduction (annualized)
enacted in December.

more
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a. Calendar Year 1977 and Beyond

The President's permanent program has the following
major features

-~ an increase in the personal exemption from
$750 to $1.000.

-~ substitution of a single standard deduction ---
$2.500 for married couples filing Jointly and

31,000 for single taxpayers -~ for the existing
low income allowance and percentage standard
deduction.

-~ g reduction in individual income tax rates
(see Annexes A and B),

-~ a permanent 10 percent investment tax credit;

~~ a reduction in the maximum corporate Ilncome
" tax rate from 48 percent to 46 percent and
making permanent the current temporary tax cuts
on the first $50,000 of corporate income,

~-- @ program to stimulate construction of new
electric utility facilities to insure that
long-run economic growth is not limited by
capacity shortages 1n the production of
electricity (see Annex C).

b. Calendar Year 1976

Since taxpayers compute their taxes on a calendar
year basls, the President 1s proposing tax liability
changes for calendar year 1976 that mesh his per-
manent proposal with the Revenue Adjustment Act of
1975 and approximate the effect of applying in 1976
the current temporary tax cuts for six months and
the President’s permanent tax cuts for six- months.
The President’ s full proposed tax liabilify 'changes
will apply for 1977 and subsequent years.

The President’s proposals would result in lower
withholding tax rates (and higher take -home pay)
effective July 1, 1976. The lower withholding
tax rates would reflect the full impact of the
tax cuts proposed by the President last October
and would remaln constant in 1977.

The specific tax liability provisions that will
apply in calendar year 197€ are:

Tax Cuts (Compared
to 1974 law)

For individuals: _ B
~= a personal exemptlon of '$875 =~ § 5.4 billion

~-- a per capita exemption credit of
317.50, with alternative taxable
income credit equal to 1 percent
of the first $9,000 of taxable income
(i.e., maximunm credit equals $90): $ 4.6 billion

nore
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-- standard deduction changes " $ 4.1 billion

. a low income allowance of $2, 300
for joint returns and $l 750 for
singles;

. a percentage standard deduction
of 16 percent of Adjusted Gross
Income with a maximum of $2,650 for
joint returns and $2,100 for singles;

-~ an average of the rate structures
under present law and the President's
- permanent tax cut program (see 4
"Annexes A & B): $ 3.6 billion

-- an earned income credit equal to 5
o percent of earned income with a

maximum of $200, phasing out'at

$8,000 of earned income or adjusted

gross 1ncome, whichever 1is :
greater, , $ 0.7 billion

TOTAL INDIVIDUAL CUTS - $18.5 billion
For business:
-~ a reduction in corporate rates $ 3.2 billion

. the rates will be 20 percent LT
for the first $25,000 of taxable T
income, 22 percent for the second C
$25,000 of taxable income, and

47 percent for taxable income above
$50,000. ‘

-- the program to stimulate construc-
tion of electric facllities, -
effective July 1, 1976. $ 0.6 billion

TOTAL INDIVIDUAL AND BUSINESS ’
TAX CUTS $22.2 billion

¢c. Comparative Tax Tables

The tables in Annex D illustrate the effect of the
President's tax cut proposal when it is fully
effective in 1977 on different individual taxpayers
compared to 1) tax liabilities under 1972-74 law;
2) 1975 tax liabilities, 3) 1976 tax liabilities
under the Revenue Adjustment Act, and 4) the
President's transitional proposal for 1976.

more -
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B. JOB CREATION AND EMPLOYMENT

BACKGROUND

Considerable progress has been achieved duriﬂéztherpast year.
There were 35.5 million Americans at work in December,
1.7 million more than at the low point in March 1975.

The President's aoproach to the unemployment problem has em-
braced three sets of policies , .

1.

Alleviating the economic hardship for those who
are unemployed .through temporarily extending un-
employment insurance coverage to 12 million
additional workers and temporarily extending the
period of time individuals may receive unemploy-
ment insurance benefits from 39 to 65 weeks.

Providing increaSed funds for established and
proven Federal programs including Comprehensive
Employment Training Act (CETA), summer youth em-
ployment and public service employment.

Stimulating economic activity in the private
sector through a reduction in individual and
corporate income taxes and encouraging increased
investment in America's economic future through
a series of tax incentilves.

To encourage investment, tle President has already proposed

a phased integration of the corporate and .individual income
tax which will eventually eliminate the double tax burden

now imposed on corporate dividends. In addition, he has
proposed a six-point plan to stimulate construction of new
electric utility facilities to insure that long-run econonic
growth is not limited by capacity shortages in the production
of electricity.

DESCRIPTION OF PROGRAM

The President has proposed four new programs to promote
additional investment and create new jobs:(

1.

Tax Cuts

The President proposed permanent reductions in
individual. and corporate income taxes and a-
permanent increase in the. investment tax credit.
Details of these proposals -are outlined above.

c Accelerated Depre01ation for Constructlon of

Plants and Equipment in High Unemployment
Areas g

To speed up plant expansion and the purchase of
new equipment in high unemployment areas, the
President proposed permitting very rapid depre-
ciation for businesses constructing new plants,
purchasing equipment. or expanding existing
facilities in areas experiencing unemployment
in excess of 7 percent. Construction of such
facilities must begin within one year of today
to be eligible.

The program would accéelerate the construction of
new iIndustrial and commercial facilities in
areas of high unemployment where new jobs are

more
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- most needed. It'wou d iﬂned ately benefit the
construction industrv ~- -one of the most depressed
industries in the economy =-- and would create

productxve, pernanent, well-vaying jobs in the
prlvate sector,

The 1ncentives provided by thls pronosal are
‘substantial. - 'For examnle, 'in the case of a build-
ing with a 30-year useful 1life, the taxnayer would
be able to write off one-third of the cost in the
first 5 years as compared with 23 percent under the
most accelerated method of depreciation now avail-
-able, 7For equipment, the entire cost of equipment
- with a 12-year use‘ul 1life could be written off in
5 'years compared to 60 nercent under the double
decllnlng balance method ‘now available.

The program has the following provisibns:

Qualifying Location: Any Labor Market Area (LMA)
whicn Eaa an average unemnlovrient rate of 7 percent
or more for calendar year 1975. If the uﬂemploy-
ment rate for such vear in any state, exclusive of
the LMAs in such state, was 7 percent or more, all
areas of such state outside the  L7As would also
“qualify, A list of potentially quaIiFlod Labor
Market Areas is at Annex E.

Qualifyine Real Estate: Any commercial or industrial
facIIity Tocated in a qualifying area, the con-
struction of which is cormenced on or after

"~ January 19, 19756, and before January 29, 1977,

which is connlew‘:enJ within 36 months. Conmercial

and industrial facilities include factories, ware-
houses, shopning centers and offlce buildin"s, but

do not include residential real estate of any kind.
Distinct additions to existing facilities will also
qualify for these benefits.

Quallfylnn Equinnent: Productlon enulpment which
is ordered during the year commencing January 19,
1976, and placed into service in a aualiFfed
Lac111ty or addition within 36 months thereafter.
Equipment for existing facilities or eauinment
such as over-the-road equlnnent and rolling stock
does not qualify. : .

Anmortization of Oualified Real nstate Anortiza-

- tion will be allowed over a period equal to one- -half
the shortest life whlch a taxpayer'may now claim
under any provision of the Internal Revenue Code

and Requlations. The definition of real estate,

as distlnﬂuished fron ‘équinment, for this purnose
will be the sane as 1§ used 1n the 1nvestment credit
code prov1sions. x Lo

Amortlzatlon of 'Equipment: Bquinment can be

. ‘amortized over sixty Tonths by the straight-line
* method from the date the poulnvent is pl?ced in
service.

' Investment'Credit'cor ‘Equipment: The full invest-
mMent tax credit would sSti e allowed if the
useful 1life of such’ equlnment under’' present tests,
is 7 years or more. This is a nost 81vn151cant

more

(OVER)



6

benefit which will make the election to amortize
-mgcb more attractive than if the taxnaver were
linited to two-thirds of the investnent credit as

.1s the case under current law with resnect to

property depreciated over a five-vear period.

Application to Electric Utilities: This proposal
would not apnly to electric utilities if the
Adninistration's progsram relating to the taxation

of such utilities is imnlemented.

Broadening Stock Ownership

The President nronosed tax incentives to encourage
broadened stock ownership by low and middle income
working Americans by allowing deferral of taxzes on
certain funds invested in common stocks. Uidespread
stock ownership will promote more stable financial
markets; strengthen economic, social and political
support for the free market system; and heln

- employees build a reasonable estate. Details of

the program will be worked out with the Conrress.
The proposal has the following general features:
-- A Broadened Stock Ownership Plan (BSOP) could
be established by individuals or by emplovers for
the voluntary participation of their emnlovees.

-=- Contributions to BSOP would be deductible from
taxable income. , ’ :

-~ Participation would be restricted to individuals

in the middle and low income ranges through a linit
on the maximum amount of the annual contrihution
eligible for exclusion from income tax, with partic-

~iration phased out at higher incomne levels,

-- Funds iﬁ a BSOP would have to be invested in
common stocks, which could take the form of an
interest in a mutual fund. . :

-- Funds in a BSOP? would have to remain investcd for

at least 7 years and are subject to tax at the time
of withdrawal. - ,

-- Income earned by the BSOP would be exempt from
tax until withdrawn from the plan.

-- The plan would go .into effect July 1, 1976, and
the full deduction would be allowed for calendar
year 1976,

Estate Tax Pronosal for Family Farms and Businesses

The President proposed a change in the Federal estate
tax laws to make it easier to continue the family
ownership of a small farm or business. The proposed
changes would stretch out the estate tax payment
period so that Federal estate taxes can be naid

out of the income of the farm or business., No
payment will be required for £ive years and 29 years
will be allowed for full payment of estate taxes at

a 4 percent interest rate. This reform will help
ensure the survival of smaller farms and businesses
for future generations and allow them to exnand their
current operations.

nore
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The proposed change would 1liberalize the present
rules under section 6164 of the Internal Revenue
Code which permit the .payment: in 10 annual install-
ments of estate taxes attributable to a family farm
or other closely-held business constituting a sub-
stantial part of an estate (35 percent of the -
total estate or 50 percent of the taxable estate).
Currently, interest on deferred estate tax payments
is charged at the normal rate on overdue tax payments
(currently 9 percent but 7. percent effective
February 1, 1976). , ,

The proposal has the following featuresf

~= At the estate’s option, a filve-year moratoriunm
will apply to payment of that portion of the tax
liability attributable to an ownership interest
in a family farm or other closely-held business
qualifying for ten-year installment payments under
present section 6166 of the Internal Revenue Code.
No interest will accrue during the five-year
moratorium period and no principal or interest
payments will be required during that perilod.

-~ At the end of the five.year period, the
deferred tax will. at the estate's option, be
payable in equal annual installments over the
next 20 years.

-=- Interest on the installments will be reduced
to 4 percent per annum from the 7 percent rate
generally applicable to deferred tax payments.

= The five-year moratorium and twenty-year
extended payment provisions will apply only to
the estate tax liability attributable to the
first 3%300,000 in value of the family farm or
business. Between $300,000 and $600,000 there
will be a dollar for dollar reduction in the
value of the farm or business qualifying for
the moratorium and extended payment provisions.
That portion of the tax not qualifying will
continue to be subject to ten-year installment
payments with the 7 percent interest rate.

more
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II. HOUSING ASSISTANCE

The President announcded additional housing assistance for
500,000 families.

BACKGROUND

Federal housing programs administered by HUD play a significant
role in increasing the Nation's supply of housing. Two programs,
Section 8 and Section 235, will help spur the construction of
new housing units and will provide housing assistance for low
and moderate income families.

DESCRIPTION OF PROGRAM

Subsidies will be provided for up to an additional 400,000 low
income families under a rental housing program in fiscal year
1977. This includes 125,000 units of new construction or
substantial rehabilitation. This program (commonly referred
to as the "Section 8" program) pays the difference between a
percentage of family income and the rent charged by the
landlord. :

During FY 1977, mortgage subsidies will be approved for an
additional 100,000 families with moderate incomes to help them
buy newly constructed or substantially rehabllitated homes,
under the revised Section 235 homeownership assistance program.

more



III. RUGULATORY REFOR

The President,reemphasizéd~his concern that government_ .
regulation be modernized to provide a rational and efficient
regulatory system serving today's needs.

BACKGROUND

President Ford has adopted the reform of government regula-
tion as a principal goal of his Administration. He has ordered
a critical review of all Federal regulatory activities to
elininate regulations which are obsolete and inefficient in
today's economic environment, Regulatory reform is an
essential part of the President's effort to make govegnment
more responsive to current economic and social realities.

AO

PRINCIPAL OBJECTIVES gg'THE ADMIHISTRATION'S PROGRALM

1. Senefit consumers by encouraging increased competition.
Competition fosters innovation, encourages new businesses,
creates new jobs, ensures a wide choice of goods and
services, and helps to keep prices at reasonable levels.
By eliminating arbitrary barriers to entry and by
increasing pricing  flexibility, the Administration hopes

to restore competition in the regulated sectors of the
economy .

Increase understanding of the costs of regulation. Often
the real costs of regulatory activities are hidden from
public view. 1Inefficient and outdated regulation costs
consumers billions of dollars every year in unnecessarily
high prices. The Administration believes that these

costs should be subject to the same critical attention
devoted to the Federal budget.

Improve methods of achieving the objectives of regulation.
In many instances, Tregulation is necessary, particularly
in the health, environment and safety areas. iiowever,
regulation can impose a considerable cost burden on the
consuming public and on the economy. The Administration

is concerned that public protection be achieved in the
most efficient manner.

Substitute increased antitrust enforcement for adminis-
trative regulation. In the past, regulation has often
been a substitute for competition. The Administration
1s seeking to reverse this pattern and believes that

antitrust enforcement has an important role in keeping
costs and prices down. '

B. DESCRIPTION OF PROGRAi

In Octqber, 1974, the President initiated the reform program
by asking Congress to sponsor jointly a Wational Cormission on
Regulatory Reform to stucdy the problems of Government regula-
tion; but so far, Congress has taken no action. Accordingly,
the Administration is pursuing the following specific reform
initiatives:

1. txpanded Antitrust Activity. In addition to providing

fqr_ipcreased’anfftrust enforcement resources, the
Adninistration is questioning antitrust immunity now
granted to numerous industries. Many of the Adminis-

tration's legislative proposals will eliminate unnecessary
antitrust exemptions which restrain competition.

more
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2, Independent Regulatory Cormissions. The Presldent
has met with the Commissioners of the 10 independent
Regulatory Agencies to emphasize the importance of
regulatory reform. He has asked the Cormmissloners
to: analyze the economic costs and benefits of
their actions; reduce regulatory delays; better
represent consumer interests; and eliminate outdated
regulation.

3. Executive Branch Agencies. Departments and Agenciles
are now required to analyze the inflationary impact,
of major new leglslative proposals, rules and regu-
lations.: This requirement is designed to measure
the economic costs of Government regulation. ‘

4. Commission of Federal Paperwork. The Commls sion has
been establIshed to study the impact of Government
reporting requirements on businesses and individuals.
To assure action in the short-run, the Administration
is working now to eliminate unnecessary Government
paperwork requirements.

5. Transportation Regulatorx,Reform. The Administration
has developed specific legislative proposals to reforn
transportation economic -regulation.

The Rallroad Revitalization Act, introduced in
May, 1975, seeks to rebuild a healthy, efficient
rail system by eliminating outdated regulatory
restrictions. It will enable the railroads to
compete more effectively with other forms of
transportation. :

The Aviation Act of 1975, submitted in October,,
1975, will improve the airline regulatory en-
vironment by fostering price competition and by
allowing existing airlines to serve new markets
and new carriers to-enter the industry.

The Motor Carrier Reform Act, introduced in
November, 1975, will increase ccmpetition in the
motor carrier 1ndus"*y and provide shippers and
consumers with a wider range of services and
prices.

6. Financlal Institutions Act. The Administration sub-
riitted last March the Financial Institutions Act.
which will enable small savers to earn higher interest
on savings accounts and provide more diversified
financlal services to all customers.

7. Energy. To help assure adequate supplies of energy,
the Administration has proposed legislation to de-
regulate: the price of new natural gas. '

'The following Administration legislative initiatives have been
passed by the Congress and 31gned by the President

8. Failr Trade Laws. The repeal of these laws, which
allowed manufacturers to dictate the retail price
for their products, can save consumers an estimated

$2 billion per year.

9. ~Securities. President Ford signed the Securities
“Act Amendments of 1975 last: -June, ‘to promote con-
petition among stockbrokers and to establish a
national stock market system.

more
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IV. ENERGY

The President's State of the UnionrMessage reviewed the
Nation's current energy situation and reiterated major
policy obJectives With the legislative ‘accomplishments
to date and“administrative actions taken by the President,
the Nation will achiéve more than 80 percent of the
President's near-term goal for reducing vulnerability to
another embargo.

BACKGROUND

In last year s State of the Union Message, the Preslident
announced 'a set of policy goals

-- In the near-term, 1975-1977, halt our growing
_1mport dependence by reducing oil imports by
‘2 million barrels per day (MMB/D) before the
~end of 1977.

- In the mid-term, 1975-1985, attain energy
independence by achieving invulnerability to
01l import disruption; this means a 1985
‘import range of 3-5 MMB/D, replaceable by
stored supply and emergency measures.

-- In the long-term, beyond 1985, mobilize U.S.
. technology and resources to supply a signifi-
" cant share of the Free WOrldfs energy needs.

In January, 1975, he also submitted to the Congress the
Energy Independence Act. This Act contained a comprehensive
set of measures to conserve energy, increase domestic energy
production, and provide for ‘strategic reserves and standby
authorities in the event of another embargo. The President
also took administrative action imposing an import fee on
crude oil to reduce our dependency and submitted several
additional legislative proposals to the Congress during

last year.

In December, the President signed the Energy Policy and
Conservation Act of 1975, which contains several of his
proposals, including:

- A national strategic petroleum reserve to provide
.~ a stockpile for future embargoes.

- Standby allocation, rationing, and other authori-
tles for use in the event of another embargo.

- An oil pricing formula that provides for decontrol.

-- Conservation measures to improve energy
efficiency by affixing energy labels on
appliances and automobiles.

-- Extension of the Federal Government's ability to
mandate utlility and industrial conversions to coal
from oil and gas.

more
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A. PENDING LEGISLATION

Other Administration proposals now before tihe Congress

include:

e,

New natural gas price défegulation and emergency'
measures have passed the Senate and will soon come
up in the House. :

Authorization for production of the Naval Petroleum
Reserves is in Conference Committee.

Natlonal thermal efficiency standards for new
bulldings have passed the House and will soon be
considered by the full Senate.

Weatherization assistance to help low income and
elderly consumers save energy has passed the

House and will soon be considered by the full
Senate.

Clean Air Act Amendments.

Assurances for private competitive uranium enrich-
ment industry.

Improved nuclear licensing procedures.

Energy Independence. Authority, including commercialil-
zatlion of synthetic fuels.

Tax credit for insulation.
Electric utility regulatory reform.

New energy facility siting authorities.

B. CURRENT ENERGY SITUATIOHN

Domestic o0il production continues to decline.
Production in 1975 averaged about 8.4 MMB/D --- a
decline of about 0.7 MMB/D from the time of the
embargo and about 13 percent from peak productlon
in 1970.

The United States paid about 27 billion dollars for
foreign oil last year -- over $125 for every American.

.Imports averaged abouq 6 MMB/D in 1975, about the

same as 1974.

Hatural gas production declined for the second
straight year. About 20.1 trillion cubic feet (Tcf)
were produced in 1975, as compared to 21.6 Tef in
1974 and 22.6 Tef in 1973.

Coal production was about 540 million tons in 1975,
an lncrease of about € percent from 1374.

The contribution of nuclear power to the generation
of electricity increased from 6 percent in 1974 to
about 3.5 percent in 1975 and will continue to rise.

more



13

FUTURE ENERGY OUTLOOXK

Near-Term (1976-1978) . 1In the next 2-3 years, imports
wlll increase unless rapid action is taken on some conserva-
tion measures, Naval Petroleum Reserve legislation, Clean

 Air Act amendments, and domestic productlon incentives .
- allowed under current prlce controls. Without leglslative

and administrative action, imports would have been about
8 MMB/D in 1978; with action imports can be held to less’
than 6.5 MMB/D and vulnerability to an embargo can be
reduced by an additional 1.3 MMB/D. 1

Mid-Term (1976-1985): There is considerable flexibility to

improve our energy situation in the next ten years. Under
assumptions of continued high imported oil prices, the Nation's
vulnerability to an embargo could be reduced to zero if the
President's programs are-enacted. Imports would rise to

about '10-15 MMB/D if none of his proposals were enacted. Under
the program already enacted and administrative actions being
taken, about two-thirds of our potential vulnerability
reductions will be achieved. Further, the role of coal and
nuclear power w1ll be 51gn1f1cant1y expanded in the next ten
years.

Long-Term (beyond 1985) . The results of the U.S. energy
research and development program will have an important effect
on our long—term supply and demand situation. Advanced
technology is being developed for energy conservation and

for using solar, fossil, nuclear, and geothermal energy "
sources. The President is asking the Congress to increase

,fundlng substantlally in these areas.

more
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V. HEALTH
A. MEDICARE .IMPROVEMENTS OF 1976

The President 1is proposing significant modifications in the
Federal Medicare program to provide catastrophic health cost
protection to Medicare beneficiaries, changes in cost sharing
requirements, and limits on the annual cost increases which
will be reimbursed by Medicare,

BACKGROUND

The Nation's health care system continues to be one of the
most inflationary sectors of the economy. Hospital costs
have risen by more than 200 percent since 1965 (from
$40/day to $128/day), and physicians' fees have risen

more than 85% in the same period. Both rates of increase
are significantly higher than the corresponding increases
in the consumer price index.

Medicare 1s a major component of Federal health spending.
It provides protection to more than 24 million aged and
disabled Americans, and is expected to pay out more than
$17 billion for health care in 1976. However, Medicare
has several failings -- it does not provide protection
against the catastrophic financial burden of extended
illness; and 1t contributes to health cost inflation

by its failure to discourage patients from seeking health
care indiscriminately.

For hospital care, Medicare currently pays nothing for the
first day, 100% of costs from the 2nd through the 60th

day, a reduced percentage through the 150th day, and

nothing at all after that. Thils pattern serves to

lengthen short-term hospital stays, but can lead to financilal
ruin for persons suffering serious, extended illness.
Medicare also requires a $60 deductible and co-payments of
20% for physicians' services. Since there is no annual
maximum, this provision contributes to the firnancial burden
of catastrophic health costs.

An additional problem with Medicare is that it contains
inadequate mechanisms to control health inflation. Like
most health insurance plans, it reimburses largely on the
basis of actual costs or customary charges giving providers
_insufficient cause to seek to limit cost increases.

DESCRIPTION OF PROGRAM

The proposed "Medicare Improvements of 1976" are the
following:

1. Catastrophic Cost Protection for Health Care

For the first time, Medicare beneficiaries would be
provided protection against catastrophic health
costs by limiting the amounts an individual must
pay annually to $500 for covered hospltal care

and $250 for covered physiclans' services.

2. Cost Sharing Modifications

- Hospital Costs. Under this proposal, bene~"
ficiaries would be required to pay a deductible
for the first day of a hospital stay (as under
current law), and 10% of additional charges up
to an annual maximum of $500.

more
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- Physiclans' Services. This proposal would increase
the current annual deductible of $60 to $77 and
maintain the existing co-payment of 20% for physicians'
services. However, it would institute ‘an annual
maximum of $250. The deductible would increase with
Social Security benefit increases. .

3. Reimbursement Limits

Annual Medicare reimbursement increases would be limited
to 7% for hospital costs and 4% for physicians' service
charges 1in 1977 and 1978. -

B. FINANCIAL ASSISTANCE FOR HEALTH CARE

The President: proposed to improve the efficiency and equity
of health services to the poor by consolidating 16 Federal
health programs, including Medicaid, into one $10 .billion
block grant to States. No State will receive less in :
FY 1977 than 1ts share of these program funds in FY 1976

BACKGROUND

The existing array of Federal categorical health programs
include varying eligibility requirements. This results in
gaps in coverage for those who are needy but categorically
ineligible, such as two-parent families, childless couples
and single individuals.  To receive Medicaid funds, States
are currently required to provide matching funds. = Under
the existing structure of health programs, some of the
States with the highest per capita income receive more than
four times as much Federal money per low income recipient
as do States with low per capita income. Also, the current
system involves programs administered at the Federal level
by six different HEW agencies. Under this proposal, one HEW
health agency would be responsible

DESCRIPTION OF PROGRAM

The "Financial Assistance for Health Care Act" is designed
to improve access to quality health ‘care at reasonable costs,
to increase State and local control over health spending; to
restrain the growth of Federal spending and the Federal
bureaucracy, and to achieve a more equitable distribution
of Federal health dollars among States. The President's
proposal would consolidate 16 Federal health programs into
one $10 billion block grant to States. The programs
include: "

-~ Medicaid

- Community Mental Health Centers

- Alcohol Project and State Formula Grants

'=- 'Venereal Disease

- 'Immunization

- Rat Coﬁtrol

- Lead Paint Poisoning Prevention

—~  Developmental Disability

- Health Planning

- Medlcal Facilitles Construction

more
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éf~ .bonnnnityjuealth“Centere
mébn.State ﬁealth Grants
- | Maternal and Child Health
s Family Planning
Migrant Health
—_ Emergency'Medical Services

Funds will be distributed according to a formula based on
thé size of the States?! low income population, per capita
income and fiscal effort. Wo State match 1s required for
the block grant. A phase-in of the distribution formula
will avoid any reduction in FY 1977 below the amounts
States are estimated to receive in FY 1976

A State health care plan must be developed annually as a
condition of receiving Federal funds. An open and public
planning process is required in which broad input from
health planning organizations .- providers and consumers

is assured. The plan must be available for public review
and comment

The State ﬁealth Care Plan should be: directed at a minimum,
toward achieving the following goals .

~~ Assuring all citizens of the State, and par-
ticularly populations covered under the
Financial Assistance for Health Care Act.
access to needed health services of
acceptable quallty.

e Development and utilization of preventive
health services.

- Prevention or reduction of inappropriate
institutional care. ‘

-«  Encouraging the use - .of ambulatory care in
_lieu of in patient services

- Provision of primary care services especially
for those located in rural or medically under-
served areas.

-— Assurance of the most appropriate. effective,
and efficient utilization of existing nealth
care facilities and services.

oo Promotion of community health.

States willl define the specific health services to be pro-
vided. At least 90 percent of the Federal funds must be
used for personal health care. at least 5 percent must be
used for community and environmental health activities,

and a maximum of 5 percent may be used for other activities
including planning, rate regulation, and resource develop-
ment. Eligibility criteria; including income and other
standards, will be determined by the States in accordance
with the public planning process.

more
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C. VETERANS ADMINISTRATION fEDICAL CARE

The President's State of the Union Message discussed the .
importance of assuring the quality of the medical care
wnich our Nation 8 veterans receive.

BACKGROUND

In 1974, at the request of the Administration, the Veterans .
Administration conducted a thorough review of quality of o

care throughout its hospital system. The Quality of Care

Survey resulted in' the recommendation that employees shouldl

be added to the VA medical care staff and that funds were -

needed to’ corredt fire -and safety hazards and do other -@;aﬂf e

needed construction work. et

The Administration ‘has been implementing the Report s - ,fll;r
recommendations and 1s taking other steps to improve the . v~
quality of VA medical care. .

DESCRIPTION OF PROGRAM
The VA medical care system 1ncludes
- 172 hospitals
- 229 out—patient clinics
—-,4‘: 89 nursing homes
- ‘gf 18 domiciliary facilities

The hospitals serve 1.3 million veterans.' 82,500 veterans:

are served by the nursing homes and. domiciliary facilities.

The out-patient clinics provide for 15 7 million visits a

year. , ,Ap. S .

The 1977 budget provides ‘funds for all of the Quality Care-
medical staff not already hired - an increase of over Lo
1,700 full-time staff. ' :

The 1977 budget includes over $200 million for high priority
construction projects, some of which are Quality Care pro-
Jects which were not started in 1975 or 1976 when money for
most of the recommended Quality Care construction work was
appropriated _

On a space available basis, VA facilities are used to treat
veterans with non-service connected disabilitles. Many of
these non-service connected veterans have-health insurance
coverage. The Administration proposes to require health:
insurers to reimburse the VA for the care provided to’ '
non-service connected veterans. At present, these insurance
companies benefit when a veteran decides to seek care at

a VA facility and they do not have to reimburse for
expenditures. for which they. would otherwise be legally
obligated

more .
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VI, 1INCOME SECURITY
A, SOCIAL SLECURITY ol

To assist in protecting the financial 1ntevritv of the Social
Securlty System, the President has nronosed a slight increase
in the payroll tax effective in January, 1977.

BACKGROUND

The 0ld Age, Survivors and Disability Insurance trust funds
are paying out more in benefits than their current pavroll
tax receipts. This is larrely due to increased benefits

in the past few years and payroll tax receints which have
lagged because of unermploynent and slowed wace growth.
Unless action is taken to balance the income and outgo

of Social Securitv, the trust funds will be exhausted

in the early 1980's. . , -

To prevent the rapid decline of the Social Securitv trust
funds over the next few years, the choices are either to
restrain increases in retirement and disability benefits
or to increase revenues,

DESCRIPTION OF PROGPAIM

The President has included a-full cost of living increase

in Social Security benefits in his FY 1977 budget To
assure the future financial stability of the Social Security
system, the President nronosed, effective January 1, 1977,

a payroll tax increase of .3 percent each for emnloyees

and enployers of covered wayps

The current. Social Security tax rate is 5.35% for each
enployee and emplover of covered wares. Under this
proposal in 1977 the tax rate would be 6,15% on a

maxinmum wage base of $16,599. This increase will cost
workers with the maximun taxable income less than $1 a.

week and will help stabilize the trust funds so that current
and future recinients can be assured of the benefits that
they have earned,

B. AID TO THE UKEMPLOYED

In the State of the Union Address the President sooke of
the importance of efforts to aid the unemmloyed. He
referred to two measures previously enacted bv the Congress
in response to his request and to the Adnlnistratlon s
continued commitment to support vronsrams which heln the
unemployed and which provide traininv and emnloyment
opportunities. :

BACKGROUND

A temporary extension of uneﬂnlovment 1nsurance benefits from
a maxirum of 39 weeks to a maximun of 52 weeks was enacted in
December, 1974. This measure also created a snecial unemnloy-

ment assistance progranm for workers not covered under the
regular progsram to provide them a total of up to 2¢ weeks
of benefits.

more
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The maximum for those in the recular program was subsenuently
extended to 65 weeks while benefits for those not covered by
the regular progran vere extended to 39 weeLs.

DESCRIPTION OF PQOG“ W’“

The President has also pronosed more permanent chan?es to
the unemployment insurance system., In July, 1975, a bill was
transmitted: to the Conoress which would:

L

-- Exoand coverage under the regular unemployment
insurance (UI§ program to include agricultural
workers, domestic workers, State and local -
hospital emnloyees and elementary and secondary
.school emnloyees ~

- Set a Federal minimum standard for benefit levels.
-J»'istren?then the financ1nr of the Ul system

' == Increase the ‘responsiveness of the ‘'svstem to
- changes in the econony. :

-- Establish a Hational COmmlSSlon on Unemployment
Compensation to undertake a thorough examination
L of the unemp loyment. compensation svsten, :
In FY 1977 it is estimated that $14 § billion in unermloy-
ment insurance will be naid to approximately 8.9 mil’ion
beneficiaries under the recular UI progran, the tewporary
extension to 65 weeks and the proposed 1epislation.»
The Federal Government also supports nrorrans which prov1de
employment and training opportunities for: millions of
Americans., These programs fall under the genera headincs of:
-- On-the-job trainin”.
- Institutlonal traininy.
- Public service emnloyment
-=-  Work support/e\nerience._

- 'Vocational rehabilitation.
more

(OVER)



VII. INCOUE ASS I.JTAM,,;;

A, Income A351stance ulmvlification Act

The President announced that he would suhnit later this year
legislation ranéiﬂv‘ﬁiw authority to*adjust various income
assistance pro rams’‘to maké’ these prgframs more consistent,
equitable and efficient All changes pronosed under this

authority would be subject to review anﬂ dlsannroval bv the
Congress,

BACKG ROUND

The current collection of income. a331stﬁnce‘prozrams con-
stitute a complex, disjointed 'system" of Federal, State,
rand local responsibilities. The programs which connrise
the "system" are inefficient and costly to adninister and
confu31ng to both reC1oients and taxpavérs. Under the
existing system, some needy persons receive insufficient
help, while others receive more a351stance than thev should
have. In some situations the proprams can have the un-
desirable effect of discourarins work and oromoting a
breakdovn of the family unit,

Federal expenditures for means-tested income sunncrt
programs have grown to more than $26 billion annuallv
There is widesnread agreenent that these programns require
administrative sfnpli‘ication consistency ariong program
requitements, greater equity amon~ recipients,’ preserved
and strengthened work incentives, and targeting on those
with greatest need.

The President's pronosal would provide aUthority ‘to modifv
~existing laws to make needed program and procedural changes
with the consent of the Congress.

DESCRIPTION OF PROGTRAM °

The proposed Income Assistance Sinnlification Act w111
include the following major prov181ons-

- Proeram Coverase. Authority will be sought only
for modi¥ications to Federal and Federally assisted
means-tested procrams which nrovide benefits to
individuals in cash or "in kind", e.s. Food Stamns,
AFDC, and SSI,

-- Scone of Authority. The Act would give the President
authority to modify administrative procedures,
eligibility requirements, benefit levels, and program
‘administration authority.

-~ Congressional Control. The Act would preserve
Congre331ona1 authority over all pronosed modifica-
tions since the Congress would have an onportunity
for review and dlsapproval

-- Duration of Authority. Five years.

B. Food Stamm Reforn

The President indicated his intention to renew the efforts
he initiated last year to reform the Food Stamp Program.

Tiore
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BACKGROUND

The President submitted to Congress on QOctober 20, 1975,
the National Food Stamp Reform Act of 1975 to correct
serious problems in the current Food Stamp program. The
program had become overly complex, expensiVe to administer
and had been marred by abuses. This proposal would reduce
program costs by approximately $1.2 billion.

From total Federal outlays of $30 million in fiscal. year
1964 and 360,000 participants the Food Stamp Program grew .

to currently estimated costs of nearly $6 billion and

19 million participants. Through an array of deductions,
some families with incomes: in excess of $12,000 are currently
receiving benefits.

DESCRIPTiON OF PROGRAM

The key elements of the President s National Food Stamp
Reform Act are:

N Limit eligibility for food stamps to those
\whose net income is below the poverty level.
‘ghe current r poverty level is $5050 for a

amily of four.

e All fanilies would receive a $100 monthly
deduction from gross income when computing
net income. This would simplify the current
system of itemized deductlons and give
addltional-aid to many low income families.:

-~ Families with oné or more members over 60
would receive an additional $25 monthly
"deduction, making their standard deduction
'$125 a month.

S A1l households eligible for food stamps
would pay the same proportion of their
net monthly income ~-- 30% =-- when pur-
chasing their food stamps. '

- College students who are eonsidered
dependents by their families will only
‘be eligible for food stamps if their
families are eligible for food stamps.

- Measure actual incdome over the preceding
‘ 90 days for purposes of- eligibility.

more
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VIII. CONTROLLING CRIME

The President reaffirmed his commitment to reducing crime,
eliminating the traffic in hard drugs and stopping criminals
from selling and using handguns.

BACKGROUND

On June 19, 1975, in a special message to the Congress on
crime; President Ford set forth his program for dealing

with this issue at the Federal level. While acknowledging
that the Federal role in the fight against crime 1s a limited
one, the President ldentiflied three important responsibilities
of the Federal Government in this critical area:

- Providing leadership to State and local governments
by improving the quality of Federal laws and the
criminal Justice system.

- Enacting and vigorously enforcing laws covering
criminal conduct that cannot be adequately
regulated at the State or local level.

- Providing financial and technical assistance to
State and local governments and law enforcement
agencies, and thereby enhancing their ability to
enforce the law.

DESCRIPTION OF PROGRAM

To enable the Federal Government to carry out these responsi-
bilities more effectively the President has made, and submitted
legislation to implement the following recommendations:

A. Mandatory Minimum Sentences. The President has recommended
that the Congress enact a comprehensive Federal criminal
code and, more specifically, has recommended that the code
provide for the imposition of mandatory minimum sentences
of incarceration for:

- Persons committing offenses under Federal jurisdiction
involving the use of a dangerous weapon.

- Persons committing such exceptionally serious crimes
as trafficking in hard drugs. kidnapping and aircraft

hijacking.
- Repeat offenders committing Federal crimes -~ with
or without a weapon - which cause or have a potential

to cause personal injury.

B. Increased Federal Criminal Justice Manpower and Resources.
Mindful that his recommendations for mandatory incarcera-
tion will require an improved response by the Federal
eriminal justice establishment, the President has:

s Provided in his FY 1977 budget recommendations for
a 9% increase in the number of Federal prosecutors,
to enable U.S. Attorneys' offices to keep up with
expanding caseloads.

- Called for the enactment of legislation creating
51 additional Federal District Court judgeships,
as has been recommended by the Federal Judicial
Conference.

more
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e Provided in hils FY 1977 budget recommendatilons
$46 million for the construction of four new
Federal correctional iastitutlions.to relieve
existing overcrowding and provide humane places
of 1ncarceration for Federal offenders.

Controlling Handgun Abuse To help control criminal
use of handguns, the President has recommended a four-
part program consisting of:

e Legislation requiring the -imposition of a mandatory
minimum term of ‘imprisonment for any. person con-
victed of using or carrying a handgun in the
commission of a Federal offense.

A*—; 'Legislation banning the Amportation, domestic

‘manufacture and sale of-cheap, highly conqealable
Handguns -- known as .'Saturday Night Specials’ -~
which have no apparent use other than against
human bedngs.

== Legilslation strengthening current law to strike
at the illegal commerce in handguns and to
emphasize the responsibility of gun dealers to
adhere to the law.

- Expansion, by the Bureau of Alcohol, Tobacco and
Firearms, of its enforcement efforts in the Nation's
eleven largest metropolitan areas (Boston, Chicago,
Detroit, Dallas-Fort Worth, Los Angeles, New York,
Philadelphia, Pittsburgh, St. Louis, San Francisco
and Washington, D.C.) through the employment of an
additional 500 firearms investigators.

Drug Abuse. Last spring the President directed the
Domestic Council to review the entire Federal effort

in drug law enforcement. treatment and prevention, and
international control. The Domestic Council's Drug
Abuse Task Force completed its review and reported to
the President in October, 1975. That report, the

White Paper on qug,Abuse called for more selectivity
and targeting of resources, better intra- and inter-
agency management and coordination, recognition of the
vital but limited role the Federal Government can play,
and more visible Presidential leadership. President Ford
has endorsed the White Paper and has provided funds in
his FY 1977 budget recommendations to implement the
recommendations. For example. the budget requests funds
rors:

- Additional intelligence analysis to help target
law enforcement resources on high level drug
traffickers.

o 7,000 new community treatment slots to ensure
adequate treatment capacity for those in need.

wm— Strengthened regulatory and compllance activities
to better control the diversion of dangerous
drugs from legal production into the illicit
market .

- A joint HEW/Labor program to increase employment
opportunities for ex-addicts.

In addition to directing implementation of the recom-

mendations contained in the White Paper, the President
has spoken personally to Presidents Echeverria of Mexico

more
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and Lopez of Colombia and to Prime Minister Demirel of
Turkey in an effort to strengthen cooperation among all
nations involved in the fight against illicit drug
traffic. He recently directed Secretary of State
KXissinger to express again to the Mexican Government
his continuing personal concern about the amount of
Mexican heroin entering the United States. Finally,
he has directed the Domestic Council Drug Abuse Task
Force to reconvene and make recommendations for im-
proving our ability to control drug trafficking along
the Southwest border.

Assistance to State and Local Government. To enable

the Federal Government to continue to help State and
local governments carry out their law enforcement
responsibilities, the President has submitted to the
Congress a bill continuing the Law Enforcement Assistance
Administration through 1981 and authorizing $6.£ billion
for LEAA to continue its work during this period. Under
the provision of the President's bill, special empnasis
is placed on programs aimed at reducing crime in heavily
populated urban areas and on improving the operation of
State and local court systems.

more
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IX. GEKERAL REVENUE SHARING

The President agaln called 'for tize continuation of the
program for snarlng Federal revenues w1th State and local
governments.

BACXGROUND

The General Revenue Sharing program has been a ‘highly success-
ful and effective means for providing Federal assistance

to State and local governments. General Revenue Sharing
which was enacted in October, 1972, nas to date made

over $22 billion available to the 50 States and over

38,000 local communities throughout the Nation.

Revenue sharing funds have been used by State and local
governments as they determined necessary for a wide range

of essential public purposes. In view of the current fiscal
squeeze that State and local governments are now experiencing,
further' delay or the reduction '‘and possible ‘termination of
revenue sharing payments could have a severe meact on State
and local gavernments.

DESCRIPTION OF PROGRAM

The President has proposed legislation to extend the General
Revenue Sharing program until September, 1982, a period of
5-3/4 more years during which $3).85 billion will be returned
to State and local governments. The renewal legislation
proposed by the President in a Special Message to Congress

on April 25, 1975, would maintain the basic features of the
existing revenue sharing program while proposing several
improvements. The principal elements of the President’s
proposal are:

e The basic revenue slhiaring formula is retained,
including the present 1/3 - 2/3 split of these
funds between State and local governments.

- Funds will be authorized for five and three-
quarters years. The effect of this provision
is to conform the time period to the new
Federal fiscal year.

s The current method of funding with annual
increases of $150 million will be retained to
compensate, in part, for the impact of inflation.

- The proposal aids certain jurisdictions by in-
creasing the amount of funds that may be received
by local governments witili unusually high tax
effort or low per capita income or both. The
original Act limits a local government to an
amount which may not excezed on a per capita basis
145% of the average per capita amount for all
local governments in a State. By gradually
raising the 145% constraint to an upper limit
of 175%, the bill will allow governments now
constrained to receive all or a greater part of
the shared revenues otherwise allocated to them
by the formula.
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The civil rights provisions of the existing
statute would be strengthened by authorizing
the Secretary of the Treasury to invoke several
remedles to enforce the nondiscrimination
provisions of the Act. The Secretary will

have authority to withhold all or a portion of
entitlement funds due a State or unit of local
government , to terminate one or more payments
of entitlement funds, and to require repayment
of entitlement funds previously expended in a
program or activity found to have been discrimi-
natory. . This change will further enhance the
Secretary‘s ability to ensure that none of our
cltizens is denied on grounds of race color,
sex or national origin the benefits of any
program funded in whole or in part through
revenue sharing,.

To strengthen public participation in determining
the use of shared revenues, the proposed leglsla-
tion requires that recipient governments must
provide a procedure for citizen participation

in the allocation of revenue sharing monies.

The Administration proposal would also make

reporting requlrements more flexible to meet
varying needs from community to community.
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X. PROGRAI CONSOLIDATION

A. Financial Assistance for Elementary and Secondary
Education _ : :

The President will propose the Financial-‘Assistance for
Elementary and Secondary Education Act to consolidate
Federal programs and to minimize Fede;al regulation while:
continuing Federal support for education. Federal fundg
will continue to be targeted on populations having special
needs. ' :

BACKGROUND

By law and tradition, State and local governments haye the
responsibility for providing free and universal publlC.
education. Over time, the Federal Government has furnished
increasing assistance to the State and local governqents to
support elementary and secondary education: The Federal
effort helps assure that children are provided equal educa-
tional opportunity.

The increasing Federal effort, channeled into categorical
programs, has been accompanied by a growing number of Federal
rules and regulations. Although Federal, State and local
efforts overlap, the rules often earmark Federal funds for
specified purposes. As a result, the test becomes not whether
children are helped but whether the State meets the rules.

DESCRIPTION OF PROGRAM

The Act will consolidate 27 distinct programs into one block

grant to the States. These programs fall under four main
headings:

- Elementary and Seconcary Z<ucation
- Eduéation for the Handicapped

- Occupational, Vocational and Adult Education
- Library Resources’;

The budget authority requested for the block grant will be
$3.3 billion. Funds will be allocated to States on a formula
basis. Three-quarters of the Federal funds will have to be
used to serve the disadvantaged and the handicapped. The
remaining quarter may be spent on any program consistent

with the purposes of the programs consolidated in the block
grant. : ’ ’

Three-quarters of the Federal funds will pass through to
Local Education Agencies (LEAs). :

The Act will require State plans to be developed with full
public participation. Each State will have to certify that
funds have been used for purposes required by the law and
consistent with the State plan. Actual use of funds will be

verified by an independent audit to be conducted by the
State.

The Act will also require that to receive funds the State
may not discriminate against a participant on the basis of
race, sex, national origin or handicapping conditions. 1In
addition, non-public school children will continue to be

served on an equitable basis as under the programs to be
consolidated.

more
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B. .Child Hutrition heform

The President announced that he will submit a"Child Nutrition
Reform Aet to.consélidate child nutrition programs into a
single comprehensive grant to ,provide States with increased
flexibility to feed needy children.

Y
P

BACKGROUND

The Federal Government now supports 15 child nutrition
programs and provides subsidies for nearly 40 different
mechanisms for delivering meals. In 1975 Federal out-
lays for child nutrition programs were $2.2 blllion.
1976 outlays are estimated to be $2.8 billion. Under
the existing ‘programs, outlays next year are projected
to be $3.3 billlion_  a reflection of the facét that the
size and number of child nutrition and school lunch
programs continue to- grow

Children from all families, regardless of income, are now
eligible to receive Federal subsidies for school lunches.
There are, however, an estimated 700,000 children from
poor families receiving no benefits whatsoever.

Due to changes in the programs made by the Congress last
fall, the Federal Government will shortly be spending more
money on non-needy children than needy children unless
.these programs are reformed.

DESCRIPTION OF PROGRAM

The President proposed the Child Nutrition Reform Act to
enable the States to feed needy chilldren.

The main objectives of this program are:
- To consolidate the school luneh, school .
breakfast. special milk, and several other
programus. .

- To help feed more low-income children.

- To elliminate the existing Federal food
subsidies to non-needy children.

- To eliminate the existing administratively -
complicated programs to give States more
flexibility and responsibility in meeting
the needs of its poor children.

By eliminating assistance to non-needy children, this
proposal 1s expected to save almost $900 million.

C. Financial Assistance for Community Services

The President announced that he will submit the Financial
Assistance for Comtunity Services Act which will replace
Title -XX of the Soc¥8®l Security Act and will provide States
with greater flexibility in delivering social services to
low income families and individuals.
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BACKGROUND

The present social services program. Title XX of the Social
Security Act, provides grants to the States on the basis

of population for the delivery of a wide range of social
services to individuals and families including day care,
family planning, foster care and homemaker services.

Funds are provided on a Federal/State matching basis

(75% Federal/25% State). Since its passage and imple-
mentation, Title XX has begun to increase latitude to
States to use this program to meet their greatest service

needs. Yet Federal administrative and reporting require-
ments have continued to be extensive.

DESCRIPTION OF PROGRAM

The President is proposing new legislation for Financial
Asslstance for Community Services to enhance further the
States’ discretion in the provision of services, and
eliminate undue Federal regulation and restrictions on
providers. The main features of Financial Assistance
for Community Services are:

voo Elimination of the requlrement of State
matching funds.

- Distribution of $2.5 billion as a block
grant to the States based on population.

- Elimination of most Federal requirements
and prohibitions on the use of Federal
funds.

- Emphasis on providing services to low-
income Americans; concentration of
Federal funds on those whose incomes
fall below the poverty income guidelines.

s Public review and comment on State planning,
evaluation, and reporting processes.

The Federal Government would retain the role of evaluating
the overall operation of this program and of providing a
clearinghouse for the dissemination and exchange of
information among the States on effective services.

LI N O



THE WHITE HOUSE
WASHINGTON

January 23, 1976

MEMO TO: JIM CANNON

FROM: JIM CAVANAUGH@

I think the right term for
the attached is "choppy,"
but I was able to use it
as notes this morning.



Wednesday, January 7,

Thursday, January 8,

Friday, January 9, 1976

Saturday, January 10

Sundayy Januéry 11
Monday, January 12
Tuesday, January 13
Wednesday, January 14
Thursday, January 15
Friday, January 16
Saturday,‘January 17
Sunday, J#nuary 18

Monday, January ‘19

Senior Staff Meeting re: SOTU
and announcement

3:00 p.m. RTH, Friedman and Raiman
to Williamsburg ’

‘Others to Williamsburg

Baroody arrived

All but Hartmann, Friedman and Raiman
and Baroody and Wooten left

Hartmann, Friedman, Raiman and Wooten.
depart and return to work

Messersmith with Friedman and Davis
FIRST DRAFT <o Prescotints

rework

rework — R ¥re hone to oA -

SECOND, THIRD AND FOURTH DRAFTS

RIM W[ Pato. Tann +

FIFTH DRAFT( SP‘M.,a:S‘.o'iU;

| A AN

SIXTH AND SEVENTH DRAFTS "2~ *3P°

S oYW rex Gl

EIGHTH AND NINTH DRAFTS — Cabirat Thembe
* SP,M ‘ﬁp.m.

TENTH DRAFT Neole X daogyh



NOTES ON PRESIDENTIAL ACTIONS RELATING
TO PREPARATION OF THE STATE OF THE UNION

February 3, 1975

The President visited Atlanta, Georgia, the first in a
series of Presidential Conferences, or town hall meetings,
conducted around the country.

February 3, 1975

The President met with the Southeast Governors in Atlanta,
Georgia, to discuss domestic policy and to get their
ideas and recommendations.

February 10, 1975

The President met with the Southwest Governors in Houston,
Texas, for the same purpose.

February 11, 1975

The President met with the Midwest Governors in Topeka,
Kansas, for the same purpose.

February 13, 1975

The President directed the Vice President to oversee
the Domestic Council staff in assessing national needs,
reviewing policy, and proposing reforms.

February 20, 1975

The Vice President suggested to the President that a major
priority objective of the Domestic Council be to develop
options that would assist the President as he continued to
formulate the comprehensive, cohesive Ford Administration
program for 1976. The President directed the Vice President,
- Executive Director, and Deputy Director of the Domestic
Council to visit each member of the Domestic Council to
discuss Administration programs and policies.



February 25, 1975

The President met with the Southeastern Mayors in
Hollywood, Florida, seeking their ideas and recommendations
for domestic policy.

February 27, 1975

The Vice President, at the President's direction, requested
that the Cabinet members send to him a list of the
realistic needs and major domestic policy problems from
each agency.

March 17, 1975

The President met with the Mid-Northwest Governors in
South Bend, Indiana, to get their ideas and recommendations
for domestic policy.

March 20, 1975

Proposals and issues from the individual departments and
agencies were compiled, collated, and summarized for the
President.

April 3, 1975

The President attended a Presidential Conference in San
Diego, California.

April 4, 1975

The President met with the Western Governors in San
Francisco, California, to get their recommendations and
ideas for domestic policy.

April 18, 1975

The President attended Northern New England (New
Hampshire) to attend another Presidential Conference.



June 10, 1975

The Domestic Council met at the White House so that the
President could get first-hand from each member of the
Domestic Council his suggestions on important domestic
problems and solutions.,

July 3, 1975

A Presidential Conference was- held in Cincinnati, Ohio.

July 1975

The President asked Lynn and O0'Neill to give him a

report on what kinds of action would be necessary to
restrain natural growth in Federal programs and what kinds
of tax policy should go with spending restraints.

July 24, 1975

The President directed the Vice President and the Domestic
Council to undertake a review of the major domestic issues
and develop initial discussion papers to serve as a
beginning peint for an Administration posture for the

SOTU message and legislative action.

August 19, 1975

A Presidential Conference was conducted in Peoria, Illinois.

August 25, 1975

A Presidential Conference was held in Milwaukee, Wisconsin.

August 26, 1975

The Domestic Council held the first in a series of meetings
with Cabinet members and top assistants for ideas to
present to the President for the State of the Union and
legislative programs for 1976.

August 28, 1975

The President met with 16 State Governors at the White
House, on energy.



September 4, 1975

A Presidential Conference was held in Seattle, Washington.

September 12, 1975

A Presidential Conference was held in St. Louis, Missouri.

October 1, 1975

The President held a meeting with Mayors of Small Towns
and Cities in Skokie, Illinois.

October 1, 1975

A Presidential Conference was held in Omaha, Nebraska.

October 7, 1975

A Presidential Conference was held in Knoxville, Tennessee.

October 21, 1975

The first in a series of domestic and public forums was

held in Denver, Colorado. The purpose of the hearings was
to help achieve citizen participation in the review of
domestic policy by providing an area for public fact-finding,
for the exchange of ideas, and for exploring policy
alternatives.

November 7, 1975

The President met with the New England Governors in Boston,
Massachusetts, to get their ideas and recommendations on
domestic policy.

November 8, 1975

The President started conducting a series of budget meetings
to discuss the 1977 Budget of the United States.



December 10, 1975

The President conducted a series of Budget Appeal
Meetings. In all, the President spent well over 100 hours
on the budget,

December 15, 13875

Six SOTU Coordinating Group Meetings began.

December 16, 1975

The Vice President presented to the President a

comprehensive summary of the Domestic Council recommendations
for the SOTU and a compendium of the findings of the White
House Public Forums on Domestic Policy.

December 18, 1975

The President held a State of the States meeting with
the Governors to get their report prior to the time the
President delivered his SOTU Address and finalized the
budget.

December 22, 1975

The Domestic Council staff presented to the President a
summary of the SOTU Coordinating Group Meetings.

January 8-9, 1976

Meetings in Williamsburg, Virginia, were held to review
various ideas and proposals that could be recommended to
the President for his consideration for inclusion in his
State of the Union Message (Tab L).

January 19, 1976

The President delivers his State of the Union Message to
the Nation.





