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I. ECONOMIC PROGRAM AND:PROSPECTS 

The Pr'esident '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 all who 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 re·cession since 
the 1930's. One year ago mpst economic indicators includ­
ing unemployment, inflation and production were·deteriorating. 
The most significant economic feature.of 1975 was that the 
economy turned around and steadily grew healthier .during 
the last half o.f 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 anticipat~d rate 6f inflation is expected to coincide with 
a continuation ~f. the recent healthy recovery in the standard 
of living. Real gross national product is expect'ed to 
grow by 6.2 percent in 1976 and 5.7 percent in 1977. 

DESCRIPTION OF PROGRAM 

1. SEendin~ Restraint and ~Balanced Federal 
:Budget 2L 1979 

The President's budget recomrriend~ $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 sp,ending: 
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. In 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. Cale_ndaz: Xear ill_l an<! Be..19J!..<! 

The President 1 s per~anent proe;ram has the follo\'dng 
major features:. · 

an increase in the personal exemption from 
$750 to $1 .. 000• 

substitution of a single standard deduction ··-· 
$2) 500 for married couples filine jointly and 
$1:.800 for single taxpayers ··- for the existing 
low-1 income allowance and percentage standard 
deduction~ 

a reduction in individual income tax rates 
(see Annexes A and B)) 

a permanent 10 percent investment tax credit~ 

a reduction in the maximum corporate income 
tax rate from 48 percent to 46 percent and 
making permanent the current temporary tax cuts 
on the first $50,1\000 of corporate income .. 

a program to stimulate construction of ne\'1 
electri6 utility facilities to insure that 
lont;--run economic growth is not limited by 
capacity shortages in the production of 
electricity (see Annex C);· 

b. Calendar Year 1976 

Since taxpayers compute their taxes on a calendar 
year basis) the Pre-sident is proposing tax liability 
changes for calendar. year 19 76 that mesh his per-· 
manent proposal w.tth the Revenue Adjustment Act of 
1975 and approximate the effect of applying in 1976 
the current temporary tax cuts for six months and 
the PrE:sic:eiJ.'f 's perr.mner!t tax cuts for si.x··months. 

'· >.· ~· ••• '~: 

The President 1 S full proposed tax liability changes 
will apply for.· 1977 and subsequent years. 

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

The specific tax liability provisions that will 
apply in calendar year 1976 are; 

For individuals: 

a personal exemption of'$875 

a per capita exemption credit of 
$17.50, with alternative taxable 
income credit equal to 1 percent 

Tax Cuts (Compared 
to 1974 law) 

~i 5. 4 billion 

of the first $9~000 of taxable income 
(i.e., maximuc credit equals $90): $ 4.6 billion 

more 
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standard deduction changes $ 4.1 billion 

• a low income allowance of $2)300 
for joint returns arid $1,750 ·for- · · 
singles; 

. a percen~age standard deduction 
of 16 perderit 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 
pe~manent tax cut program (see 
Annexes A & B); $ 3.6 billion 

an earned income credit equal to 5 
percent of earned income with a 
.maximum of $200; phasing 9ut·at 
$8,000 of earned income or adjusted 
gross income, whichever is 
greater. $ 0.7 billion 

TOTAL INDIVIDUAL CUTS $1.8. 5 billion 

For business: 

a reduction in corporate rates 

. the rates will be 20 percent 
for the first $25,000 of taxable 
income> 22 p'ercent for· the second 
$~5,000 of taxable income; and 
4 7 percent for taxable income above 
$50,000. 

the program to stimulate construc­
tion of electric facilitiesj 
effective July 1, 1976. 

TOTAL INDIVIDUAL AND BUSINESS 
TAX CUTS 

c. Comparative Tax Tables 

$ 3.2 billion 
. . ~ 

$ 0.6 billion 

$22.2 billion 

The tables in Annex D illustrate the effect of the 
President r·s tax cut proposal when it 'is fully 
effective in 1977 on df'f'ferent 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 Ef,1PLOn'lE!~T 

BACKGROUND 

Considerable progress has been achieved during-the past year. 
There were 35. 5 million Americans at work in De·cember, 
1.7 million more than at the low point in March 1975. 

. I . . . . . 
The President 1 s approach to the unemployment problem has em-
braced three sets of policies: · 

1. Alleviating the economic hardship for those who 
are unemployed .th~ough temporarily extending un­
employment insurance cove~age to 12 million 
additional workers and temporarily extending the 
period of time individuals may receive unemploy­
ment insurance benefits from 39 to 65 w~eks. 

2. Providing increased funds for esta~i~shed and 
proven Federal programs including Comprehensive 
Enployment Training Act.(CETA), surriiner youth em­
ployment and public service employment. 

3. Stimulating economic activity in the private 
sector through a reduction in individual and 
corporate income taxes and encouraging increased 
investment in ~~erica 1 s economic. future through 
a series of tax incentives. · 

,. 

To encourage investment, the President has al~eady proposed 
a phased integration of the corporate anq.individual income 
tax which will eventually eliminate the double tax burden 
now imposed on corporat~ divide~ds. In adqition, he has 
proposed a six-point plan to stimulate construction of new 
electric utility facilities to insure that long-run economic 
growth is not limited by capacity shortages in the production 
of electricity. 

DESCRIPTION OF PROGRAl'~ 

The President· has proposed four net.~J programs to promote 
additional investment and create nev1 jobs: 

1. ':lax Cuts 

2 . 

.. 
The President proposed permanent·~educti6ns in 
indiv~dual and corporate income taxes and a 
permanent increase in ~~e- investment tax credit. 
Details of these propo~hl~ ·are outlined above. 

. . 

Accelerated Depreci~tion 1for Construction of 
·Plants and Equipment in JI,igh Unemployment 
Areas 

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 accelerate the construction of 
new industrial and commercial facilities in 
areas of high unemployment where new jobs are 

more 
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most needed. It· irould innediately benefit t~1e 
construction inc-:J.str~r -- ·one of the most deoressed 
industri·es. in the··· economy -- and would create 
productive~ perr.lan·ent·, well-naying jobs in the 
pr~vate sect~r. 

The ·incend.ves ·prov'ided.by this pronds~l are 
substantial. · ·For exam!>le, ·in the case of a build­
ing with a 30-year useful .life, the ta:::mayer would 
be able to "t-Trite off one-third of the cost in the 
first 5 years ~s ~o~paredwith 23 percent under the 
most accelerated nethod of depreciation nou avail-

. able~ ·For equipment, the entire cost of equipment 
~rlith a 12-year useful life could be written off. in 
5 ·years coFipared to60 percent under the double 
declining balance method no~:r available. 

The program has the followirtfl provisions: 

qualif*ing Location: Any Labor Market Area (L~~) 
whichad an average uneMployment rate of. 7 percent 
or more for calendar year 1975. If the unemnloy­
ment ·rate for such year in any state, eJcclusive of 
the LHAs in such state, was 7 percent or more, all 
areas of such state outside the-Lrt~s would also 
qualify. A list ·o£ potentially qualified Labor 
!farket Areas is at Annex E. . 

~ualifyin~ Real ~sta~: Any commercial or industrial 
acility located in a qualifyinr area, the con­

struction of which is commenced on or. after 
January 19, 1976, and before January 20, 1977, 
which is com!')leted within 36 months~· Conmercial 
and industrial facilities include factories, ~,are­
houses, shoppinr, centers and of:~:tce buildin~s. but 
do not include 'residential real estate of any kind. 
Distinct additions to existin~ facilities wiil also 
qualify for these benefits. ·· 

•Ualif in~ Egui~nent: Production enuip~ent which 
1s or ere durinr, the year coP.ffilencinf, January 19, 
1976, and nlaced into service in a oualif.ied 
facility or addition 1:\Fithin 36 months thereafter. 
Equipment for existing facilities or equinnent 
such as over-the-road equipment and rolling stock 
does not· oualifv. ··· . · . · . . . 

Amortization of 0ualifi.ed Real Estate: Amortiza-
. tion will be irlo"t·Ted over· a pe:r::;i..od. equal to one-half 

the shortest life 1:•rhich a taxpaye:I''may nm.;r clain 
under any provision of the Internal Revenue Code 
and Re3ulations. The definition of real estate, 

. as distinzuished fron 'equipment .. , fqr this .purpose . 
~'Till be the sane as is used in the ... investment cred~t 
code provision~. ·:- · · 

., ·;· .I 

Ar:lortization oft Equipment: ,;: iEquinpi'ent can be 
am9rtized.over sixty mort.ths by the straig1:lt-line 
method :':rom the date the equipment is placed in 
_service • 

. Investment Credit. for ·Equipment·: The"full invest­
ment tax credit l-70UI<! still be allot-1ed if the 
useful life of such.equipment, under!nresent tests, 
is 7 years or more. This is a most si~nificant 

more 
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benefit '\'lhich ~..rill make the election to amortize 
nuch more attractive than if the taxnaver were 
linited to ~t~o-thirds of the investnent credit as 

. is the case under current la~·7 "t·7ith res'1ect to 
property depreciated over a five-year period. 

Application to Electric Utilities: This proposal 
:would not apn!y to electric utilities if the 
Administration's proP;ram relatinp, to the taxation 
of such utilities is innlemented . 

. 3. Broadenins Stock ~~111ership 

The President proposed tax incentives to encourage 
broadened stock ownership by low and middle income 
workin~ Americans by allo"iting deferral of taxes on 
certain funds invested in common stocks. Uidespread 
stock o~mership will promote more stable financial 
markets; strengthen economic, social and political 
support for the free market system; and help 
employees build a reasonable estate. Details of 
the program uill be worked out with the Conr;ress. 

The.proposal has the following general features: 

-- A Broadened Stock Ownershin Plan (:3SOP) could. 
be established by individuals· 2E by employers for 
the voluntary participation of their employees. 

-- Contributions to BSOP would be deductible from 
taxable income. 

-- Participation 't.:rould be restricted to individuals 
in the middle and lo't•7 income ranges throup:h a lini t 
on the maximum amount of the annual contribution 
elir,ible for exclusion fron incot'1e ta~::., with partic­
ir:·ation phased out at higher incone levels. 

-- Funds in 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 ~V"ould have to remain invested for 
at least 7 years and are subject to tax at the time 
of 'tiTithdrawal. 

Income earned by the BSOP would be exenpt from 
tax until withdralm from the plan. 

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

4. Estate ~ Pronosal for Family Farms and Businesses 

The President proposed a change in the Federal estate 
tax la't-TS to make it easier to ·continue the family 
o'tmership of a small farm or business. The proposed 
changes would·stretch out the estate tax paynent 
period so that Federal estate taxes.can be ";)aid 
out of the incone of the farm or business. No 
payment will be required for five years and 20 years 
't..rill be allov7ed for full paynent of. estate taxes at 
a 4 percent interest rate. This re~ona will help 
ensure the survival of smaller farms and businesses 
for·future generations and allow then to exnand their 
current operations. 

more 
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The proposed change would liberalize the present 
rules under section 6166 of the Internal Revenue 
Code which perrir.it 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 estate1. 
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 lj 1976). 

The proposal has the following features: 

-- At the estate 1 s option; a fiv~-year moratorium 
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 1-.rill accrue during the five-·year 
moratorium period and no principal or interest 
payments will be required during that period. 

··-At the end of the fi ve· .. year period, the 
deferred t~x 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 anhum 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 $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 announced 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 11 Section 811 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 rehabilitated homes, 
under the revised Section 235 homeownership assistance program. 

more 
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III. REGULNI'ORY RRFOilli 

The Preeident reemphasized·his concern that government 
regulation be modernfzed to provide a ~ational 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 revie~l of all Federal regulatory activities· to 
elil.tinate regulations which ·are obsolete and inefficient in 
today's economic environment, Regulatory reform is an 
essential part of.the President's effort to make government 
more responsive to current economic and social realities. 

A. PRii.~CIPAL OBJECTIVES OF THE ADNii:USTRATION '5 PROGRA!l ___ .;..;;.;.,;;...;_ - _.__ - -
1. denefit consumers ~ ~ncoura2ing increased con~etition. 

Compet1tion fosters innovation, encourages new businesses, 
creates ne\'1 jobs, ensures a ttlide choice of goods and 
services, and helps to keep prices at reasonable levels. 
By ·eliminating arbi.trary barriers to entry and by 
increasing pricing· flexibility, the Administration hopes 
to restore competition in the regulated sectors of the 
economy. 

2. Increase· un..2_erstandin2_ ~f ~~ cos~ 2f regu~ation. Often 
the real costs of regulatory activ1ties are hidden from 
public vie"t<-7. Inefficient a1l.d outdated· regulation costs 
consumers billions of dollars every year in upnecessarily 
hig-h prices. 'rhe Administration believes that these 
costs should be subject to the same critical attention 
devoted to the Federal budget. 

3 • ImE_:t:2V!:_ ~ethods of ~-c~ievin<J ~~ objectives 2!_ r7gulation. 
In many 1nstances, regulation 1s necessary, part1cularly 
in the health, environment and safety areas. ~iot·rever, 
regulation can impose a considerable cost burden on the· 
consuming puplic and on the economy. The Administration 
is concerned that public protection be achieved in the 
most efficient manner. 

4. Substitute increased antitrust enforcement for adminis­
trative reg.Ulation. In the nast, regulation-has often 
~een a substitute for competition. The Administration 
1s seeking to reverse this pattern andbelieves that 
anti trust enf.()rcement has an important role in keeping 
costs and prices down. 

:a. DESCRIPTION OF PROGRAH 

In Oct~ber, 1974, tli.e,President initiated the reforra program 
by ask1ng Congress to sponsor jointly a National Co~IDission on 
R~gulatory Reform to study the problems of Governnent regula­
t~on, ~b':lt.so fa:, Congress has taken no action. Accordingly, 
~7 ~am~n1strat1on is pursuing the following specific reform 
1n1t1at1ves: 

1. Bxpa~lded Anti tr.u.s7- Activity. · In ~-~di~:t:ion, to providing 
for 1ncreaseo ant1trust enforcement resources the 
A&ainistration is questioning antitrust immunity now 
granted to nuri\erous industries. Many of the Adrlinis­
tra~ion's legislative proposals will eliminate unnecessary 
ant1trust exemptions which. restrain competition. 

more 
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2. ;!:ndependent Regula.:_to_!.:Y._ f'_~:mmisstons. The President 
has met \'d th the Commissioners of the 10 independent 
Regulatory Agencies to emphasize the importance of 
regulatory reform. He has asked the Commissioners 
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 Agencies 
are now required to analyze the inflationary impact. 
of major new legislative proposals, rules and regu­
lations.• This requirement is designed to measure 
the economic costs of Government regulation. 

4. Commission of Federal Paperwork. The Commission has 
been established to study the impact of Governme.nt 
reporting requi~ements on businesses and individuals. 
To assure action in the short-run, _the A(iministration 
is working now to eliminate -unnecessary Government 
paperwork requirements. 

5. ~ransportation B~ulatqry Reform. The .Administration 
llas developed specific legislative proposals to reforn 
trinsp6rtation economic -regulation. 

The Railroad Revitalization Act, introduced in 
May, 1975, seeks to rebuild a healthy, efficient 
rail systemby eliminating outdated regulatory 
restrictions. It will ~nahle the railroads to 
compete mor~ ~ffectively with other torms or 
transportation. 

The Aviation Act of 1975,.-submitted in October-, 
1975, will imp·_,~-:we the airline regulatory en­
vironr!lent by fu:3ter:·i-~-:g pri,ce competition and by 
al~owing existing airlines to serve riew markets 
and new carriers to·enter the industry. 

The Motor Carrier Reform Act, introduced in 
November, 1975, will increase ccmpe~~ition in the 
motor carrier indus{~/'Y and provtde shippers and 
consumers with a wider range of serviries and 
prices. 

6. Financial Institutions Act. The Administration sub­
mitted last March the -Financial Institutions Act. 
which will enable small savers to earn hi€':her interest 
on savings accounts and provide more diversified 
financial services to all customers. ·· 

7. Energy. To help assure adequate supplies of energy, 
the Administration has proposed legislation to de-
regulate: tbe p~ice of new natural gas. ·. 

The follo\tling Administration legislative initiatives have been 
passed by the Congress and signed by the President: 

8. Fair Trade Laws. Tbe repeal of these laws, which 
allowed manufacturers to dictate the retail price 
for their products, can save consumers an e~timated 
$2 billion per year. 

9. Securities. President Ford signed the Securities 
·Act Amendments of 1975 last June, to promote corn­
petition among stockbrokers and to est-ablish a 
national stock market system. 

more 
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IV. ENERGY 

The President's State of the Union ~e-~.sage reviewed the 
Nation's current energy situation and reiterated major 
policy o'Qj~ct*ves. With the legislative accomplishments 
to date S:rto'·'adininistrative actions taken by the President, 
the Nation wiil ac6i~ve more than 80 percent Of the 
President's near-term goal for reducing vulnerability to 
anoth~r. embargo .. 

BACKGROUND 

In last _year's ·State ot the Union Message, the President 
announced a set of policy goals: 

In the near-termJ 1975-1977. halt our growing 
i~port 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 
oil import disruption; this means a 1985 
import range· of 3-5 M1'4B/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 World's 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 p~ovide for ·strategi6 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 D~cember, the President signed the Energy Policy and 
Conse~vation 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
ties 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 utility and industrial convers-ions to coal 
from oil and gas. 

more 
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A. PENDING LEGISLATION 

Other Administration proposals now before tl1e Congress 
include; 

New natural gas price deregulation 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. 

National thermal efficiency standards for new 
buildings 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 Anendments. 

Assurances for private competitive uranium enrich­
ment industry. 

Improved nuclear licensing procedures. 

Energy Independence Authority, including co~~erciali­
zation of synthetic fuels. 

Tax credit for insulation. 

Electric utility regulatory reform. 

New energy facility s~ting authorities .. 

B. CURRENT ENERGY SITUATION 

Domestic oil production continues to decline. 
Production in 1975 averaged. about 8. 4 r111.m/D ····· a 
de.cline of about 0. 7 MMBiD from the time of the 
embargo and about 13 percent from peak production 
in 1970. 

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

Imports averaged abou~ \6 I>TIVIB/D in 1975, about the 
same as 1974. 

Natural gas production declined for the second 
straight year. About 20.1 trillion cubic feet (Tcf) 
\'Tere produced in 1975:: as compared to 21.6 Tcf in 
1974 and 22.6 Tcf in 1973. 

Coal production was about 640 million tons in 1975, 
an increase of about 6 percent from 1974. 

The contribution of nuclear power to th~ generation 
of electricity increased from 6 percent in 1974 to 
about 8.5 percent in 1975 and will continue to rise. 

more 
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C • FUTURE ENERGY OUTLOOK 

1. Near-Term (1976-1978) ; .. In t;~e next 2-3 years, imports 
wJ.ll J.ncrease unless rapid action is taken on some conserva­
tion measures, Naval Petroleum Reserve legislation, Clean 
Air ·Act .amendments; and domestic production incentive~ , 

· allowed under current price controls. t!Ji thout legislative 
an,d ·administrative action, imports would have beEm about· 
8 ~,m;o 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 addi tiona! 1. 3 MMB/0. : 

2. .~Ud-Term· (1976-1935) ~ There is considerable flexibility to 
J.mprove ·our eriergy situation in the next· ten years. Under 
assumptions of continued high imported oil prices 1 tt'le 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 Mz..IB/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. Furtheri the role of coal and 
nuclear power will be significantly expanded in the next ten 
years. ' 

3. Long-Term (beyond 1995)" The results.of the u.s. energy 
reseCJ,rch 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 
funding substantially in tt'lese areas. · 
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V. HEALTH 

A. MEDICARE .INPROVEMENTS OF' 1976 

The President is proposing significant modifications in the 
Federal f.1edicare program to provide catastrophic health cost 
protection to l'iedicare beneficiaries, changes in cost sharing 
requirements, and limits· on the annual cost increases w:hich 
will be reimbursed by Iv:iedicare. 

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. 

Ivledicare is 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 ·it contribu_tes to :.health cost inflat1on 
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. This pattern serves to 
lengthen short-term hospital stays, but can lead to financial 
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 fir.~ncial 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 ~ 

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 hospital care 
and $250 for covered physicians' 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. 
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Physicians' 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 in 1977 and 1978: · 

B. FINANCIAL ASSISTANCEFORHEALTH CARE 

The President~ proposed to' improve the efficiency and equity 
of health services· to the poor b~ consolidating 16 Federal 
health programs, including Medicaid, into one $10 billion 
block grant to States. No State ~ill receive less in 
FY 1977 than its share of these program funds in FY 1976. 

BACKGROUND 

The existing array of Federal·categorical health programs 
include·varyingeligibility requi'rements. 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 t·he 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· adminis:tered 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 Control 

Lead Paint Po;soning Prevention 

Developmental Disability 

Health Planning 

Medical Facilities Construction 
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,... . Community Healtn Centers 

State Health Grants 

r~aternal and Child Health 

Family Planning 

Migrant Health 

Emergency Medical Services 

Funds will be distributed according to a formula based on 
the size of the States 1 low income population, per capita 
income and fiscal effort. No State match.is required for 
the block grant. A phase--in of the distribution formula 
will avoid any reduction in FY 19 77 belm·r 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 r.eview 
and comment. 

Ti1e State Health Care Plan should.be directed;; at a minimum, 
toward achieving the following goals: 

:Assuring all citiz.ens of the State j and par­
ticularly populations covered under the 
Financial Assistance for Health Care Act . 
access to needed health services of 
acceptable quality. 

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. 

j . . ; ' 

Provis,ion .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 health 
care facil:l,ties and services. 

Promot.ion. of community heal tl1. 

States will 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 environ~ental health activitiesj 
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 :·r:EDICAL CARE 
~=~=.;;,.;;;;..;;.;~-- ------ -

The President's State of the Union Message discussed the. 
importance of assuring the quality of the medical ~~re. 
which our Nation's veterans receive. 

_;.. .. · 

BACKGROUND 

In 1974, at the request of the Administration, the Veterans 
Administration conducted a thorough review of quality of 
care throughout its hospital·system~ The Quality of Care 
Survey re_sulted irt· the recommendation that employees should· 
be added to the VA medical care staff and that funds were. 
needed to' correct fire and safety hazards' and do other '·: •!,:'! •·. 

needed construction work. · . . · r ' .. · 

The Administration has been implementing the Report'· s 
recommendations' arid is ·taking other step-s to improve the' 
quality of VA medical care. 

DESCRIPTION OF PROGRAM 
.. ~ .. 

The VA medical care system includes: 

172 hospitals 

· 2~9 out-patient clirii~s 

~9·nursin.g'homes 
' " ' . : ~' \ 

, r 

~8 domiciliary faci~iti~s . ; ··-·. 

. . ' -.~ {, ; ' ; .· 

The hospitals serve 1.3 million veterans. 82,500 veterans 
are served· by the n·ursing homes· and. domicil·iary· facilities:.· 
The out-patient ·clinics-' provide for ·15. 7 mi•llion visits a . 
year. · ···· · 

I.· 

The 1977 budget p·rovides. ·funds for .all of the Quality Care· 
medical staff"' not already hired .;.-: an increase of over. 
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 1'976 \\'llen mori~.Y 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 disabilities. Ma.ny·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 .f.f!,c.ili ty and they do not have to reimburse for · · 
expenditures for which they would. ot-herwise be ·legally 
obli~ated. ·· 
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VI. IUCOHE SECURITY 

A. SOCIAL SECURITY ' ( 

To assist in protecting the financial integrity of the Social 
Security System, the President has proposed a sJ.i~ht increase 
in the payroll tax effective in January, 1977. 

BACKGROUnD 

The Old Age, Survivors and Disability Insurance trust funds 
are payinR out more in benefits than their current pRyroll 
tax receipts. This is larr.ely due to increased benefits 
in the past feu years and payroll tax receipts which have 
lagged because of unemployr.1ent and slmved wa~e p,rO't-lth. 
Unless action is taken to balance the income anrl outgo 
of Social Security, the trust funds will be ex~austed 
in the early 1980's. . 

To prevent the rauid decline of the Social Securitv trtlst 
funds over the next few years, the choices are either to 
restrain increases in retireMent an~ disability benefits 
or to increase revenues. 

DESCRIPTI0:1 OF PilO~P.AH 

The President has included a:-full.cost of livinr: increase 
in Social Security bene~its in his FY 1977 burl~et. To 
assure the future financial stability o-F. the Social Security 
system, the President pronosed, effective January 1, 1977, 
a payroll tax increase of .3 percent each for enPloyees 
and euployers of covered ~..rap:es. 

The current. Social Security ·tax rate is 5. uS~~ for each 
ecployee and employer of covered wa,o:~s. Under this · 
proposal, in 1977 the tax rate uould be 6. 15~~ on a 
maxin,~ wage base of $16,501. This increase will cost 
't>lorkers ~'l7i th the r:taxirnun taxnb le income less . than $1 a· 
~.~eek and l'l7ill heln stabilize the trust funds so· that current 
and future recipients can be assured of the benef:its that 
they have earned. 

B. AI:::> TO THE UUE"fl?LOYED 

In the State of the Union Address the President snoke of 
the importance of efforts to aid the unernr,loyed. He 
referred to two r.1easures previously enacted by the Con~ress 
in response to his request and to the A~inistration's 
continued commitment to s:upport nro~rams l'Thich heln the 
unemployed and which provide traininp; and emnloyr.11ent 
opportunities. 

BACKGROUND 

A temporary extension of unemnlovrnent insurance benefits from 
a maxinum of 39 l'leeks to a maxinUi:l pf 52 l•7eeks was enacted in 
December, 1974. This measure also created a snecial unemnloy­
ment assistance progran for workers not covered under the 
regular proeram to provide them. a total o'€' up to 26 weeks 
of benefits. 
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The maximum for those in the re~ular pror,ran was subse~uently 
extended to 65 1;-1eeks v7hile benefits for those not covered .Qy 
the regular pro gran uere e'-ttended to 39 '\V'eeks. 

,• . 

DESCRIPTION OF PRO(j~·t . 
_.;;..;;.;;..;...;;..;.;;.;..;;...;. 

' The Pres.iW!nt :.has also .proposed more permanent chanp,es to 
the/ unemp.le.yment insurance system. In July, 1975, a bill was 
transmit-ted: to the Coneress :which 't-7ould: 

:' ., ' ( 

Expand coverage under the regular uneiaployment 
insurance (UI) program to include ar.ricultural 
workers, domestic workers, State and local 
hospital enr>loyees and elementary and secondary 
. achool employees. · · 

Set a·Federal minimum standard for benefit levels • 

..... t Strengthen ·the · financinr: o'!: the UI -system. 

·-. Increase· the responsiveness of the systera to 
changes ·in the economy4 

: ,• " 

Establish a National Comnission on Unemployment .. 
Compensation to undertake a thorourh examination 
of the unemployment compensation system. 

In FY 1977, it is estimated: that.$14.8 billion in upe!'lploy­
ment insurance will be paid to, ap!)roximately 8.9.million 
beneficiaries under the re~ular UI · pror;rar1, the temp,orary 
extension to· 65. weeks and the prol)osed lep,islation.· · 

The Federal GovernJ'ilent also sunnorts nro~ra.HS which provide 
employment and traininv,' opportuilities· for· millions of . 
Americans. These prograti'\s· fall under the general headings of: 

. ' 

... ·; 

On-the-job traininr,. 

Institutional trainin~. 

Public service em~loyment. 

-- t-Iork support/e"t!:'erien~e:. 

-- Vo'cational rehabilitation. 

more 
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A. Income Assistance Sinnlification Act ,...._ 

The President announced that he would suhrnit later this year 
leg~slation grantJii~( nim ia~tl1ority to.~:ad.iust yarious .income 
ass1stance prograqs::·to maRe these prdprans mqre consis~ent, 
equitable and efficient. All chart~es proposed under this 
authority would be subject to review and d~sapproval by the 
Congress. ' 

BACKGROUliD 

The current collection of income .assis·t~nce proq;rans con­
stitute a complex, disjointed "systery" qi Federal, State, 

•and local responsibilities. The programs which cornnrise 
the "system" are inefficient and costlv .to adninister anc! 
confusing to both re.C'lpients and taX:pay~rs. Under the 
existinr, system, some needy persons receive insuf:Eicient 
help, t~hile others •receive more a:ssistance than thev should 
have. In sone situations the prop.rarns· can have the un­
desirable effect of discoura~in~ work and nronotin~ a 
breakdown of the family unit·. ' · ' · · 

Federal expenditures for rneans·-tested income sun~ort 
programs have grmm to more than $26 billion annually"' 
There. is ·\·lidesproead agreer.1ent that these prog~ar..1s require. 
administrative ·sl.tt:tplification, consistency aradn8 pror;ram 
req.ll'fi"efuents, greater equity amon?: recipients, ·_preserved 
and st·rengthened work incentives, and tRrJ:!etin~ on those 
with greatest need. 

The Pres·ident' s proposal would pr.ovide aUtl'\q;rity ·to modify 
~existing laws to Il.Utke needed program and l)rocedural changes 
with the consent of the Conr,ress. 

DESCRIPTION OF PRO~n.A1~ · - __ --.., __ 

The proposed Income Assistance Siuplification Act will 
include the follm•Ting major provisions: 

Prop;ram Coverage. Authoritv uill be soup.;ht onlv 
for uodifications to Fede-::.-ai and Federally assisted 
means-tested nro~rams t1hich l}rovide ·benefits to 
individuals in cash or "in kind", e.?. Food Stamps, 
AFDC, and SSI. 

Scone of Authoritt. The Act would ~ive t~e President 
authoriTy to modi._y adr.1inistrative procedures, 
eligibility requirements, benefit levels, and program 
administration authority. 

Congressional Control. The Act would preserve 
Congressional authority over all prooosed modifica­
tions since the Congress 'tvould have an o,portunity 
for revie't·T and disapproval. 

Duration of Authority. Five years. 

B. Food Stamp Reforn 

The President indicated his intention to rene-..:; the efforts 
he initiated last year to reforM the Food Stamp Procram. 
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BACKGROUND 

The President submitted to Congress on.Qctober 20, 1975, 
the National Food Stamp Reform Act of 19'75 to correct 
serious problems in the current Food Stamp. program.'- Th.e. 
program had become overly complex, expensive to administer 
and had been marred by abuses. This proposal viOuld reduce 
program costs by approximately $1.2 billion. 

From total Federal outlays of $30 millioh in fiscal-year 
1964 and 360,000 parti.cip&,nts .·the Food Stamp Program grew. 
to cu~rently estimated costs of nearly $6 billion and 

·19 million participants. Through an array of deductions, 
some families with incomes in. excess of $12,000 ar~ curreritly 
receiving benefits. 

DESCRIPTION OF PROGRAr:i 

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

--·, Limit eligibility for food stamps to those 
'\whose~~ inc9_~~ is below the poverty level . 
. ~he current poverty level is $5050 for -~ 

· lamily of four.· · 

All families would receive a $100 monthly 
deduction from gross income when computin~ 
net income. This would simplify tha current 
system of itemized deductions and give 
additlonal,aid to many low inco~e·familie~. 

Families with one or inore··members over 60 
would receive an additional $25 monthly 
deduction, making their standar~ deduction 

·$125 a m6nth: · 

All househcilds eligible for food· st~mps 
would pay the same proportion of th~ir 
net monthly income --- 30% -- when pur-· 
chasing their . food stamps. · 

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

Measure adtual indome over the preceding 
90 days for purposes of eiigibility. 
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VIII. CONTROLLING CRU1E 

The President reaffirmed his co~~itment 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 is a limited 
one, the President identified 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 ~nforcement 
agencies, and thereby enhancing their ability to 
enforce the law. 

DESCRIPTIOi~ 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. Mandatorl ~an~~ 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 - - \!lith 
or \'lithout a weapon · which cause or have a potential 
to cause personal injury. 

B. Increased Federal _9riminal ~-~sti_ce M~ppo\'Ter and ~esources. 
Mindful that his recommendations for mandatory incarcera­
tion will require an improved response by the Federal 
criminal justice establishment, the President has: 

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 Cour~ JJ!_dgesl!_~s_ , 
as has been recommended by the Federal Judicial 
Conference. 

more 
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Provided in his FY 1977 budget recommendations 
$46 million for the construction of four new 
Fede~a:l c.orfectional ...l_!:_stitvti-ons .to rel.1.eve 
exi.sting. overcrowding and pro-via·e humane places 
of incarceration for Federal o.:Cfend.ers. 

C. Controlling H~ndgun Ab~se. To help control criminal 
use· of handguus, the President has recomm~nded a four·­
~art program consisting -of: 

Legislation requiring the imposition of a mandatory 
minimum term of imprisonment f.or any per.s.on .con­
victed of using or carrying ~ handgun in the 
commission of a Federal offense. 

-- ' Legislation banning the H1nPortation~ dome,stic 
manufacture and sale of ~heap, highly .conqaalable 
Handguns -- known as Satu~day Night Spec!~ls 
whic.h have no apparent use other than against 
human beii.ngs. 

Legislation strengt~e.ning current law .to strike 
at the illegal commerce in handguns and to 
emphasize the responsibil~ty of gun dealers to 
adhere to the la.w. 

Expansion, by the Bur.eau of Alcohol, Tobacco and 
Firearms j 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. 

D. 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 Drug 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 
for: 

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

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

Strengthened regulatory and compliance 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 reco~ 
mendat ions contained in the it/hi te Paper, the President 
has spoken personally to Presidents Echeverria of Mexico 

more 
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and Lopez of Colombia and to Prime !·'inister Der.tirel 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 
Kissinger to express again to the Mexican Government 
his continuing personal concern about the amount of 
Hexican heroin entering the United States. Finally, 
he has directe0. the ~ornestic Council Drug Abuse Task 
Force to reconvene and make recommendations. for im­
proving our ability to control drug trafficking along 
the Southwest border. 

E. Assistance to State and Local Government. To enable 
the Federal C~vernrnent 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 19 31 and anthorizin~ $6.8 billion 
for LEAA to continue its work during this period. Under 
the provision of the President's biil, special empi1asis 
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 • GEI~Rru. REVENUE SlV'\.RING 

The President again calleq for e~ continuation of the 
program for sharinq Federal revenues with State and local 
governments. 

BAC:{GROUND 

The General Revenue Sharinq program has been a ~ighly success­
ful and e~fective means for providing Fede~al assistance 
to State and local governments. General Revenue Sharing 
which was enacted in October; 1972, nas to date made 
o~er $22 billion available to tile 50 States and over 
38,00.0 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 impact on State 
and local governments. 

DESCRIPTION OF PROGRA~·1 

The President has proposed legislation to extend the General 
Revenue Sharing program until SepteMber, 1982, a period of 
5-3/4 more yaa~s during which $3J.85 billion will be returned 
to State and local governments. The renewal legislation 
proposed by the President in a Special 11essage to Congress 
on April 25, 1975, would maintain tne basic features of the 
existing revenue sharing program t'lhile proposing several 
improvements. The principal elements of the President's 
proposal are: 

The basic revenue sl1aring formula is retained, 
including the present 1/3 - 2/3 split of these 
funds between State and loca.l governments. 

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

The current ~ethod of funding with annual 
increases of $153 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 ~-1it:1 unusually high tax 
effort or low per capita income or both. The 
original Act limits a local government to an 
amount which may not eAceed on a per capita basis 
145% of the average per capita amount for all 
local governments in a State. Dy gradually 
raising the 145% constraint to an upper limit 
of 175%, the bill will allo~.o~ governments noN 
constrained to receive all or a greater part of 
the shared revenues otherwise allocated to them 
by the formula. 

more 

(OVER) 
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IX. GENER~ REVENUE SHARING 

The President again call~:tq •fol= ble continuation of the 
progr~ for sharing Federal revenues with State and local 
governments. 

B.I\CI<GROUND 

The General Revenue Sharing program has been a nighly success­
ful and e~fective means for providing Federal assistance 
to State and local govarnments. General Revenue Sharing 
which was enacted in. October; 1972, nas to date made 
o~er $22 billion available to ti1e 50 States and over 
38,00.0 local communities throughout the Nation. 

aevenue 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 impact on State 
and local governments. 

DESCRIPTION OF PROGRA~·i 

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

The basic revenue sllaring 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. 

The current method of funding with annual 
increases of $15~ 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 •.·lit:t unusually high tax 
effort or low per capita income or both. The 
original Act limits a local government to an 
amount which may not exceed on a per capita basis 
145% of the average per capita amount for all 
local governments in a State. Dy gradually 
raising the 145% constraint to an upper limit 
of 175%, the bill will allo~" governments noN' 
constrained to receive all or a greater part of 
the sh,ared revenues otherwise allocated to them 
by the formula. 

more 

(OVER) 
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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 
remedies 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 
citizens is denied on crounds 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 legisla·­
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 requirements more flexible to meet 
varying needs from community to community. 

more 
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Xe PROGRAU CONSOLIDATION 

A. Financial Assistance for Elementary ~ secondary 
.EducatJ.on 

The President will propose the Financial-' Assistance for 
~lementary and Secondary Education Act to consolidate . 
Federal programs and to minimize Federal regulation whJ.le 
continuing Federal support for education. Federal funds 
will continue to be targeted on populations having special 
needs. 

BACKGROUND 

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

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 SeconC:.ary :.::<::.J.cation 

Education for the Handicapped 

Occupationa-l, Vocational and Adult Education 

Library Resources 

The budget authority requested for the block grant 'frill 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 
\'lith the purposes .of the programs ponsolidated in the block 
grant. 

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

The Act \'lill require Stat~ plans to be developed with full 
public participation. Each State will have to certify that 
fund~ have b7en used for purposes required by the law and 
consJ.stent \'ll.th the State plan. Actual use of funds \'Till 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 
rac7, .sex, nationa~ origin or handicapping conditions. In 
addJ.tJ.on, non-publJ.c school children will continue to be 
served on an equitable basis as under the programs to be 
consolidated. 

more 

(OVER) 
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B. ·Child IJutrition heforrn 

The President announced that he will submit a:'"Child Nutrition 
Reform Act: to .. con.solidate child nutrition programs into a 
single comprehensive grant to~provide States with-increased 
flexibil~ty to feed needy children. -~~ 

BACKGROUND' 

The_Federal Government now supports 15 child nutrition 
programs and provides subsidies for nearly·4o different 
mechanisms for delivering meals. In 1975 Federal out­
lays for child nutrition programs were $2.2 billion. 
1976 outlays are estimated to be $2.8 billion. Under 
the exi~~ing<programs~ outlays next year are.projected 
to be $3~3' billion_ a refl~ction of the f~dt 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 t·o receive Pederal ·subsidies for school lunches. 
There are, however~ an estimated 700,000 childre~ fro~ 
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. 

DESC~IPTION OF PROGRAM 

The President proposed the Child Nutrition Reform Act to 
enable the States to fe~d needy children .. 

1Ihe main objectives of this program are: 

To consolidate the school lunch, school 
breakfast~ special milk, and several other 
programs . 

. To help feed more lo\AT-income children. 

To eliminate the existing Federal food 
subsidies to non·needy children. 

To elim~nate th~ 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 is expected to save almost $900 million. 

C. Financial Assistance for Community Services 

The President announced that ~e will submit the Financial 
Assistance for Community Services Act which .. will repla.ce 
'Iitle XX of the Sbc'1!·a:l Security Act· and will provide Stat~s 
with greater flexibility in delivering social services to 
low income families and individuals. · 

more 
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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 
( 757~ 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 
Assistance for Community Services to enhance further the 
States 1 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; 

Elimination of the requirement 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 lm.,r­
income Americans; concentration of 
Federal funds on those whose incomes 
fall below the poverty income guidelines. 

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. 

# # # # # # 
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I think the right term for 
the attached is "choppy," 
but I was able to use it 
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Wednesday, January 7, 1976 

Thursday, January 8, 1976 

Friday, January 9, 1976 

Saturday, January 10 

Sundayi January 11 . 
Monday, January 12 

Tuesday, January 13 

Wednesday, January 14 

Thursday, January 15 

Friday, January 16 

Saturday, January 17 

Sunday, January 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 
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NOTES ON PRESIDENTIAL ACTIONS RELATING 
TO PREPAR~TION 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. 
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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. 
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June 10, 1975 

The Domestic Council met at the \'lhite 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 O'Neill to give him a 
report on what kinds of action \vould 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 point 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. 
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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. 
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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, 1975 

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. 




