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THE WHITE HOUSsE
WASHINGTON

August 8, 1975

MR PRESIDENT:

Don Rumsfeld indicated
that you wished to review Phil Crane's
proposal regarding a Balanced Budget
for FY 76. His proposal is attached.

Jim Conn
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THE WHITE HOUSE

WASHINGTON

August 11, 1975

ADMINISTRATIVELY CONFIDENTIAL

MEMORANDUM FOR: JAMES LYNN

FROM: JAMES CONNOR

The attached material concerning Phil Crane's proposal regarding
a Balance Budget for FY 76 was returned in the President's outbox
with the following notation:

"I have scanned. What does Lynn think? "

Please follow-up with appropriate action.

. CC: Don Rumsfeld

Attachment:
Letter from Philip M. Crane, M. C. dated 7/16/75



MEMORANDUM

THE WHITE HOUSE

WASHINGTON

August 7, 1975

FOR: JIM CONNOR

FROM: DON ELD

Somewhere in the building or in the Congressional Record, there is
a proposal that Phil Crane sent in concerning how to balance the
budget. I would like to have a copy for the President, please, he
requested it.



THE WHITE HOUSE

WASHINGTON

Date 8/8/75

TO: JIM CONNORS

FROM: CHARLES LEPPERT

Please Handle

For Your Information

Per Our Conversation

Other:

Here are two good copies of the
Crane Budget remarks in the
Congressional Record., One is for
Don Rumsfeld - these are better
copies than those I sent this morning.



United States
of America

Congressional Record

PROCEEDINGS AND DEBATES OF THE 94”" CONGRESS, FIRST SESSION

Vol. 121

WASHINGTON, WEDNESDAY, MAY 14, 1975

No. 77

House of RqWesentatz’ves

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

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

Answering the second question first, it -

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

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

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

CUTTING THE BUDGET:
A SUMMARY -

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

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

anced budget and how it may be -

achieved. .

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

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

To achieve this, I am recommending
that approximately $6 billion be cut
from the defense budget in the areas
of personnel support facilities and mili-
tary assistance, that $4% billion be
trimmed from foreign aid, that $190 mil-
lion be cut from space and technology,
that approximately $3 billion be trimmed
from natural resources, environment and
energy, that just over $800 million be
chopped from agriculture, that $4.6 bil-

lion ke taken from community develop-

ment, that over $8Y; billion sliced from
commerce and transportation, that over
$4 billlon be taken out of education,
manpower and social services, that over
$700 million be trimmed from health,
that $10.5 billlon be cut from public as-
sistance and income security, that $269
million come out of veteran’s benefits,
that $1.15 billion be cut from law en-
forcement and justice, that $800 million
come out of general government and that
$71% billion be subtracted from budget
allowances.

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

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




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

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

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

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

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

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

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

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

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

‘ping, agricultural interests, the Postal

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

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

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

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

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

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

(NOT PRINTED AT GOVERNMENT EXPENSE)
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July 16, 1975

The Honorable Gerald R. Ford
President of the United States
The White House

Washington D. C. 20500

Dear Mr. President:

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

To prove that 'zero deficit' is possible, I have completed an extensive
study of the Federal Budget, which I am enclosing for your consideration.
My proposals call for across the board spending cuts based on the
premises that any programs vital to our national security should not be
cut; that government subsidies to the able-bodied-—corporate and otherwise--
should be eliminated; that programs that have not worked or can be

easily delayed should be dropped or postponed; that all groups should

be treated alike; and that all program reductions should be as uniform

as possible. I also have worked under the assumption that there are

NO sacred cows in the Federal Budget. My balanced budget proposal calls
for cuts in all areas from $6 billion in defense spending to $4.6 billion
in community development.

I-know that you share my views on the necessity of responsible fiscal
policy, and hope that you will find this study of interest.

personal regards,

Philip M. Crane, M.C.
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tionorable Pnilip M. Crane
J.S. liouse of Representatives '
Washington, D.C. 20515 . : N

‘Dear Congressmau Crane:

The Director has asked me to thank you for sending him a copy of your
thoughtful and interesting study on how to cut the budzet. He alvays

appreciates any ideas he can get in coutrolling the budget, and your
thouzhts are mast appreciated particularly bgca“se they epcoupass
such an extensive review of the budget.

In his xiacal year 1975 budgar, the President attempted to curtail
the long—-run growth of Federal spending, while at the same time .
providingz the appropriate amount of stimulus to the econony. While
the Administration does not agree with all of your spescific pronosals,
w2 shara your concern about the need to control Federal spending. As
you suggzest, we must examise the budget on a program-by-program basis
apd eliminate Inefficlent and unnecessary spending. We all recognize
that such cuts are difficult to achleve and we share ycur hope that

our study will stimulate further interest in and discussicns of this
subject.

The Administration appreciates your support of the reductions proposed
by the President. Thank you for your continued interest la budget
reform.

Eost regards,

Sincersly,

(Sigsned) Alan M. Kranowitz

Alan HM. Kranowitz

cc:. Assistant to the Director
DO Records —-0fficial file copy for Congressional Relations
Director's Chron

Director

Deputy Director

L-2r. Kranowitz . » .

BRD File (Rm. 6025)
Control
Chron

BRD/FAB:CMohan:jm  8/1/75
SLind
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Dear Mr. Lynn:

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

. To prove that "zero deficit" is possible, T have compléted an extensive
- study of the Federal Budget, which I am enclosing for your consideration. .

My proposals call for across the-board spending cuts based on the - - S

premises that any programs vital to our national security should not be
‘cut; that government subsidies to the able-bodied--corporate and otherwise—
should be eliminated; that programs that have not worked or can be

"easily delayed should be dropped or postponed; that all groups should

be treated alike; and that all program'reductions should be as uniform

as possible. I also have worked under the assumption that there are

NO sacred cows in the Federal Budget. 1My balanced budget proposal calls

for cuts in all areas from $6 billion in defense spending to $4.6 billion
in community development.

I know that yoﬁ share my views on the necessity of responsible fiscal
policy, and hope that you will find this study of interest.

personal regards.

W Philip M. Crane, M.C.

PMC/tip
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Mr. CRANT. Ar. Speaker; for 2 nume- -~
r of yeers now, I have been concerned:
wut the growing deficitsin the Federal
wdzet and the impact ol ‘thess defieits .
1 inflation and capital invesiment. Re--
:5¢ of the Prasident’s budges for fiseal
76. with it5 $52 billion daficit, helaht-
¢d my apbrenension and ihe steady.
budget 7. 1
-'of the size of the slices 15 far.less Likely

cajation ~eof the estimated

jicls sinee ihen nhas-done usthing to;
my {=ars aboub the: direction In-

ch our 2conamvy is headsd. At tha
z the  Bouse budzet- resoluiion was
sidered, 2 aurniber of. Congressraen.

yseif included, made an-eor: to stipu- .

1o that expenditbirss should not exqsed

venue In flscal renr 1976, but, unfor-- -
aarely, that efort-was defeated 311 -
Ga. .

fitimataly, nowvever. such- un eflovt
ises two imnortant queations, namaly, .-
nnt specific progooms pre to te cut to -
<uce the fisenl year 1378 deficit to zero -

! ow likely Is it that such cuts wi

» approved gziven the pressni disposi---

a1 of Congress.

Anxyering the seaond question firzt, it
covious thai, at ine moment, Congress -
disinclined to o for a belanced dudzer
_ TEpTeS

COUSe MOSE mermnbars seem o Do pre-
cupied wiih recussion desnits the fact
at inflation & the root cause of
cesslon. However, 8 the coming
il deficit of $79, 5830, or $150 billicn
ts o anwothar inflationary :piral as
any people are persvaded it will, that
ood may chauge and Members of Cou-
ess may b2 willicz to look ot passitle
ternatlves, prrticuiarty If thayv are
it 10 specitic terms Therelore, for that
250, If {or 1o cther, specifie alterna-
‘03 providing for o belancsd buiget
2 be presanted.

vewever, there is ancther coosidura~
m—the rol» Govarnraent should play
the ecenom:ic ile arthis coaniry. As
who has long beiteved in the con-
5 of free enterniise and limited Gove
nment, I net only want to sce deticit

' CUTTING THE BUDGET:
U A SRMDMARY .

‘spending curtailad but Governmant sub-

sidization and regulailon redresd. His-

J-tory clently .shows that increazding the

role of Government net only Cacreases
perscnal iiberty. bul, through interven-

-tion Inthe free market syvstem, hampers -

econotnic growth. Undersizndably, =i}
Americans want B larger pinc2 of the ece-
nomic pie, buL governmenial razulation

to preduce thap resuit thoun letiing the

~“freé enterprise system baka a bigger pie,

Thereiore; I have prapar=d a ropesal
that wouid not only produce a balanced
budzet In fiscad 1975, but would reduce
Governuniend intervention in, or control
over, VArious aspects of American life,

Fraokly, ttis proposal rebresects what

I would Uka to see happen, poltically

_and phliosophically 25 well as financially,

but I recognize-that, given thz makaup
of the wrezent Congress, (e chiznces Sor
adopiion of z!l, or paris of it, are mini-

..Imal at best. However, I would Liope that,
by maldng these suggestisns, I «iit stim-
- ulate interest in and discussien of a bal-
‘anced budget- and how it may be
" achieved. : :

I should also note thef this proposal
s a2 vough outlino riteer than a
polished {final draft. X would hope that,
rs discussisn ol it proczeds. critizisms
will be made, reficement: will bs sug-
gested aned imnerfections will be worked

out, Uziarintpately from a Tesearch
standpoint, and fortunatiz!vy -om the

standpoint of the toxpayer, the resotrces
of an Individual Congressman are not
comparazle to that of the Budget Com-
mittees, tow executive broneh or OJB, o
there are bound to b2 scae thiags that
need to e cted or improvsd. Bow-
ever, even arganlzations Like OMB have
had dificnity &stimating exyenditures
and revenus, especially tho latter, so that
prodlem zhisukd not colis e a fatad
drawbac:.

esentatives

When kb2 President propesed this fis-

- cal year 1975 budget lagh February 3, bha
stated revenues wenld be 32975 hiliton,
1e siggested ocuslayva of $349.4 hillion and
hie proposed 2 deficlt of 851.9 biliion. Us-
irz-the fizures in the Presigent’s nro-
posed budgat 2uid postulating oupesition
to spendiny: programs that sirier Haye
ircreased or will increase the =8cit, my

. feeling is that we cannot oniv cut ap-~ .

proximately $52.5 biilion from the Presl- .
gent’s orlzinal budget, but tast we can
keep the revised budget in balance for
fiszal 1678, L

To achievs this, T am recomoending
that aporoximately $8 bllian be cut
from th2 deiense budget in the areas
of persounel support facllitles anc milt-
tary assistaace, that $41, biklon be
trimmed fream foretyn aid, that $190 mil~
licn be cub from space and tecnnslowy,
that approximately $3 blllion te tHimmed
from naturnl resowrces, environme:nt and
energy, that iust over $800 million be
chopped frem agriculture, that s4.5 bil- .
lion ke taken from comununity develop-
mznt, that over 38Y biilion stized from
comnmercy and transportaiion, toat over
3%t billlon be token out of. education,
manpower and sacial services, that oyer
3700 million o2 trimmed frem hsaalth,
that 3105 bitiion be cut from public as-
sistance and income. security, taat $259 .
milion com= out of veteran’s beneits,
that 31,13 bifdlon bs cut from jow ep-
forcement aud Justice, that $390 miillon
corae out of yeneral government end that
3715 billion be subtracted from budget
allowances. :

In proposingT thess cuts, I have not feft
a0 sacred cowa. All 14 functiens] areas
of Government have come in for atien~
tinn, with the natare and size of the cuts
being determined by § basic premises.

The first pramize Is that anv PIOIYED
vital to netionnl securdty £ar ke cut.
Eowever, as yout will notice, this s not
intended to pravide a blanket exemipion
for the def~nse budget; in f~¢t the 36
bililon in defense cuts T am pminosing are



larger than either of those proposed by

the House and Senate Budgel Commit--
tées and wifl enable us to shift $1 biliion

1o badly needad werpons-researcir and .

development.

‘The second premise is that businesses,
egricultural interdsts,” and individuals.
rhould rely on tueir own skills and ini-
tiative and not on the Governmeat. Con-
sequently X am proposing that, wherever
possible, Government subsidies to the -
able-bodied——corgorate and otherwise—

- be eliminated.

.The third premise "is thai excassive
Government regulation has had much to
do with businesses and. others getting
intd the kind of economic difSculty that-

results in requests for subsidies. Further- - -

more, such reguiation while intended to-

promotea competition: and. help the con~--

sumer, has had just the-opnosite efect.—
Therefore, T am calling for the elimina~

tion ol 2 number of Government regula..:

tory agencies on the-grounds that they
are counterpreductive -for the busicess-
man, expensive for:= the‘consurner, and .
hard on taxpavars. Proof of that moay be-:
found in recen: White House estimatas..

to the effect that unnecessary and in—-a -

efféctive CGovernment. regulations are
costing -the averagew: Americen tamxly
$2,000 a year.-

The fourth pr émlse is that programs- -
that have not worked, or can easiiy be *
delayed,-should be either dropped or -

postponed. Certainly forelgn sid falls -
into this category: we have been Santa
.Claus to the the world for vears now and
the world could not seem to care less. - _

. The fiith premise is that, as a matter .
of equlty, all groups should ba treated -
alike. Accordingly, I am suggesting that.
special Interest group programs elther
be eliminated or cut back to a per capita

‘level no higher than that being urowded
‘to all other Amerleans. -

The sixth and last premisa iIs that al!‘

‘other program recuctiors be as uniform-

as possible, Therafore, I am recommend-
ing that all programs that zeem deasir-
able but are not vitz}l to nationzl secu-:-
rity, be rolled back.io fiscal ycar 1974
levels, Surely, on these programs, we can
get by with what we spent less than 2 /
vears ago, And, by instituting such a |
rollback policy, we will encourage, if not !
force, greater administrative eficisncy!
and an effort to eliminate waste and'
duplication. .

Ircluded in the cuts I am sug-,est.mg?.
is: A 200,000-man troop reduction for
the U.S. Army; the phaseout of un-
needed military bases, the elimination of
the food-for-peace progroam: reduction
of our contribution to the United Na-
tions and to multiiateral esslstonce pro-
grams; elimination of funding for the
Agerwy for Tnternational Development,
the Peace Corps, and the Job Coros:
foregoing participation in the speclal
financing facllity program that would
help other countries with thelr balance-

of-payiments problems; postponing con-
strurtion of waste-troatment plants and
the Interstate Highway System for at
Ieast © vear and, ellsiunation of subsidles

* for airlines, mnilvonds. buslines, ship-

ping. agricultural h'tcrests. the Postal
Service, students, and individuals whe
are perfectly able to take care of them- -
selves,

__  In addition, my pronosal v.euld cut out

funding Jor programs such as urban re-
newal 2Alodel Citiles, subsidized housing,
and for regulatory agsncies such as the
ICC, the CAB, and the FI'C. Moreover,
the proposal would not only eliminate
the focd stamip prostam but also envi-
sions the amencément of the welfare pro-
gram and tie unempleyment fompensa~ .
tion program so that those who ave not
really in need do not become 2 burden on
‘those who are workingz. And, finslly, these
proposals envision acceptance of  the

2President’s 5 percent cap on entitlement
programs wliile rejecting his c2ll for en- -
ergy cost rebotes to individuals, sr.ate
and Federal agencies.

ALl in all, these cuts, coupled with the
other terminations and roi‘.backs con~
tzined in this proposal, ofer whag I be-
lave to be =2 reasonabla way of balancing
the budgel and butiressing tha frea

-, enterprise system withous endangering

national securiiy.. Obviously, a certain
‘amount of .,ao*ectl ity is mvo‘ved in
these proposad cuts and, just as obvi-
ously, no: everyona will azree with all
the premises develoned in making them,
but they do represent @ starting point
from which I hope discussicn will pro—.
ceed.

Such c.scussmn is certainly needed If
we do not do something to reduce Ped-
eral spending for fiscal yeur 1976, the
deficit wea will face will nos o*x'y require
governmsant at ail levels to soak up better
than 29 percant of tb» availabla capital
i this country, but it will elso set off
enother inﬂationa.ry apiral. Such a com-

-. bination c¢an only l2ad to s follow-up
. onslaught of recesslen and unemploy-

ment, which is the vers thing that 50
many people are concerried about today.
Congress should realize that it cannod .
spend the countey oul of the recession

- “without r’..i:'dun; Insiztion and driving

up Interest rates, which In turn, will re~
tard both mlest.rre'xr. and future eco-
nomic grovwth 2s well as compound all
the prese;., problems thaf have glven us
our current 8.9 percent unemployment

. rate.

Therefore, It nnly makes sense for all
Amerizans to consider any and all ways

- of cuttiny the budget. Imneriect though

it may be, I invite my coileagues Lo eval- .
uate my proposal in this light a»d pass

- alonz ony sugzestions thoy mizht havae

for improving it, Copics cre avaliable in
my oftice and a print2d cony should bhe
out In a matter of weers ior all these who
are Interested. ¥or those who believe, as
I do, tiat “inflassion” is still the number
o'xe domestic enemy against which we

ust intensify the fight, time is of the
essence.
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introduction

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

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

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

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

While the ideas included herein are my own, as is the responsibility for
them, 1 would like to express my thanks to Mr. Dan Larkins of the American
Enterprise Institute, Dr. Charles Moser of the Heritage Foundation, Mr.
Randall Teague of Congressman Jack Kemp's staff, and the staff of the
Republican Study Committee for their help in evaluating early drafts of the
manuscript and in offering suggestions for its improvement. | only wish
I had more time and resources to go into certain areas in greater detail for
I have the feeling that there is a lot more fat that can be cut out of the
federal budget, but with the deficit climbing rapidly there comes a time
when one must set the wheels in motion and hope to work out procedural
details as things develop.

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

CUTTING THE BUDGET:
A SUMMARY*

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

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

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

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

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

I should also note that this proposal represents a rough outline rather
than a polished final draft. | would hope that, as discussion of it proceeds,
* This section originally appeared in the CONGRESSIONAL REGORD, May 14, 1975.



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

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

To achieve this, | am recommending that approximately $6 billion be
cut from the defense budget in the areas of personnel support facilities
and military assistance, that $4% billion be trimmed from foreign aid, that
$190 million be cut from space and technology, that approximately $3
billion be trimmed from natural resources, environment and energy, that
just over $800 million be chopped from agriculture, that $4.6 billion be
taken from community development, that over $8% billion be sliced from
commerce and transportation, that over $4 billion be taken out of educa-
tion, manpower and social services, that over $700 miilion be trimmed from
health, that $10.5 billion be cut from public assistance and income security,
that $269 million come out of veteran’s benefits, that $1.15 billion be cut
from law enforcement and justice, that $800 million come out of general
government and that $72 billion be subtracted from budget allowances.

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

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

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

The third premise is that excessive government regulation has had
much to do with businesses and others getting into the kind of economic
difficulty that results in requests for subsidies. Furthermore, such regula-
tion, while intended to promote competition and help the consumer, has
had just the opposite effect. Therefore, 1 am calling for the elimination of
a number of government regulatory agencies on the grounds that they are
counterproductive for the businessman, expensive for the consumer, and
hard on taxpayers. Proof of that may be found in recent White House esti-
mates to the effect that unnecessary and ineffective government regula-
tions are costing the average American family $2,000 a year.

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

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

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

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

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

Allin all, these cuts, coupled with the other terminations and rollbacks
contained in this proposal, offer what | believe to be a reasonable way of
balancing the budget and buttressing the free enterprise system without
endangering national security. Obviously, a certain amount of subjectivity
is involved in these proposed cuts and, just as obviously, not everyone
will agree with all the premises developed in making them, but they do
represent a starting point from which | hope discussion will proceed.

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

Therefore, it only makes sense for all Americans to consider any and
all ways of cutting the budget. Imperfect though it may be, I invite my
colleagues to evaluate my proposal in this light and pass along any sugges-
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tions they might have for improving it. Copies are available in my office
and a printed copy should be out in a matter of weeks for all those who
are interested. For those who believe, as 1 do, that “inflession” is still the
number one domestic enemy against which we must intensify the fight, time
is of the essence.

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

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

THE FISCAL 1976 BUDGET
Overview:

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Fifth, on the premise that delay of certain expensive programs can
help the economy more than it will hurt the average citizen, | am proposing
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at least a one year moratorium on construction of interstate highways and -
water treatment plants. With the need to conserve gasoline and energy,
both of these steps can be justified not only on economic grounds but on
other grounds as well.

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

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

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

NATIONAL DEFENSE

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

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

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

With recent Soviet development of two MIRV systems, a bigger version
of their Delta class submarine, a new intercontinental bomber, and a
program for hardening their missile silos, the need to upgrade that de-
terrent capability has never been more apparent. Consequently, it would,
in my estimation, be an unwise economy to reduce any of the weapons
development and procurement programs and | believe it would be danger-

1




ous to cut back or delay either the B-1 bomber or the Trident submarine.
In fact, owing both to the level of Soviet investment in research and devel-
opment and the critical importance of this category of investment, we
should increase R&D spending on new weapons systems by at least one
billion dollars and this proposal contemplates just such an increase._ The
recent post-Vietnam experiences have proven the need once again to
become the strongest military power on earth. SALT agreements notwnth-
standing, history has shown us that the only thing communists respect is
strength and weakness is an invitation to aggression.

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

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

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

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

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

Another way in which we could save a lot of money is by closing bases
and streamlining facilities. In 1971, then-Deputy-Secretary of Defense David
Packard estimated that $1 billion a year could be saved by closing un-
necessary bases in the United States. That same year, Admiral Elmo

Zumwalt, then Chief of Naval Operations, suggested that the Navy alone -
could save $250 million per year by closing unneeded facilities. Since then,
a number of bases have been closed, but implicit in the President’s pro-
posal to pay for the cost of the extra divisions by economizing on bases
and facilities is the thought that still more could, and shouid, be closed.
Moreover, with a personnel reduction of 200,000, there might be even more
opportunities for base reductions. Therefore, | think that a target of $1
billion in savings accruing from base closings and consolidations is still
reasonable and that we should attempt to achieve it in FY 76.

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

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

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

All in all, the cuts | have suggested, if adopted now and implemented
quickly, would add up to approximately $6.75 billion. Subtract from that the
$1 billion that | would like to see added to expenditure for weapons re-
search and development and we are left with a total budget reduction of
$5.75 billion. Out of a proposed defense budget of $94 billion that may
not seem like much, but it should underline the fact that we need to look
not only at how much we spend but what we spend it on in relation to our
objectives. In this day and age, manpower can contribute less to national
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security than the deterrent power of strategic weapons. This is particularly
true in light of the prevailing attitude in Congress and the nation about the
advisability of getting drawn into another Korean or Vietnam type of military
adventure.

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

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

FOREIGN AFFAIRS

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

SPACE AND TECHNOLOGY

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

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

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

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

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

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

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

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

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

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

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

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

AGRICULTURE

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

With the exception of last year, farm income has increased dramatically
in recent years. As a result, the previous Administration was able to reduce
farm price support payments and to do away with most payments for
keeping land idle. The emphasis, and 1 think it has been a healthy one,
has been on getting the government out of the agriculture business and
on letting free market forces control the situation.

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

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

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

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

EDUCATION, MANPOWER & SOCIAL SERVICES

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

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

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

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

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

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

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

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

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

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

Moving on to elementary and secondary education, | think we can
make some cuts and rollbacks without endangering the quality of education
for our nation’s children. First off, we can drop the innovative and experi-
mental programs completely, thus saving $5.8 million, on the grounds that
things like educational television, while nice, are not essential to educa-
tional development. Second, we can put off spending the $20 million
budgeted for inter-library cooperation and demonstration until a time we
can better afford it. This is a new program; we have gotten along without
it so far, and we can get along without it a while longer. Third, the $84.3
million in funding for the National Institute of Education should be elimi-
nated as being non-essential and unjustified by past results. And finalily,
the $101.7 million in emergency school aid funds, which is the misnomer
applied to money being used to speed school desegregation, should be
eliminated. School desegregation should be a matter for the states and the
courts to decide and federal funds should not be injected into the issue.
Taken together, these terminations would save $211.8 miltion.

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

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

Another savings that should be made is to cut off funding for the
National Foundation on the Arts and Humanities. Most of this spending

ir_wolves taxing the poor to subsidize the cultural and artistic taste of the
rich; bug beyond this, at the time of an economic crisis we need to place a
moratorium on spending for non-essentials. The savings achieved by such
a cut would amount to $183 million.

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

Likewise, administrative expenses for these social service programs
should be cgt back to FY 74 levels, thus saving another $43 million.
Howev.er, 1 will not advocate a similar cut for rehabilitation services until
such time as there is a demonstrable alternative for training those who
are not able to help themselves.

Ip fact, 9xpenditures in this area are much more justified than providing
public service or make-work jobs for those completely capable of working.
As long as fthere are ads in the paper, and we are paying out unemployment
compensation, | see no reason to provide make-work jobs and would
recommend that the $1.3 billion proposed for them in the President's
FY 7.6 budget pe dropped. Furthermore, | would urge that the Congress
cont_lnue_ to reject proposals for spending some $5.3 billion on public
service jobs over and above what is called for in the FY 76 budget.
If we want to make people work for their unemployment compensation
mongy—thgse who need it that is—then I’'m all for that; but to create
pu_bllc service jobs on top of unemployment compensation strikes me as
being the type of extravagance we cannot afford.

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

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

COMMUNITY DEVELOPMENT

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

Instead of life getting better, new surroundings more often than not
have meant no improvement in living standards. Without the famitiar
gath'ering point, such as the old corner store or the neighbor’s front porch
the inner city criminal has had a heyday lurking in the dark corners o%
some highrise waiting for a victim whose identity is often unknown to any
other resident in the building.



Recently, there have been indications that the social planners have
begun to realize that a sense of community and opportunity for human
diversity are essential for a truly effective urban renewal program to
function. However, in all too many instances they have yet to realize that
the answer does not lie in another federal program that will change their
lives, but in doing away with the disruptive or unproductive programs
now in effect.

In accordance with these observations, 1 feel that we can do away with
much of the community development program which has been such a boon
for a few builders and such a boondoggle for ail the American taxpayers.
For instance, the community development grant program, which includes
money for Model Cities, should be cut out entirely, thus saving the tax-
payers $1.3 billion in FY 76. Also, the $1.7 billion for the categorical pro-
grams being phased out should not be spent either, particularly since $1.3
billion of that is going for urban renewal which has not worked in the past
and which, for the reasons just mentioned, will not work in the future.
Having made those cuts, one can then cut the $121 million for planning
and development and the $117 million that would otherwise go to depart-
mental management. Also, we can do without the ACTION program, which
is the most recent name for VISTA and other related “volunteer” activities
that will otherwise cost the taxpayers $105 million in FY 76. Likewise,
OEOQ, which administered the so-called war on poverty so effectively that
there are far more peopie on welfare now than when it started, should
also be dispensed with—at a savings of $376 million.

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

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

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

Were it not for home rule and the financial considerations relating to it,
| would also recommend a $35 million cut in the funds going to the District
of Columbia. But, because of the new form of government, that may not be
possible, which leads me to suggest that, without putting a dollar figure
on it, here is another potential area for cuts to be made. | would also be
tempted to roll back flood insurance to FY 74 levels except that by having
a federal flood insurance program we may be able to reduce disaster
spending in the agricultural area where large sums of money have been
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going for disaster relief. Certainly, communities should not be forced- to
join a federal flood insurance program against their own will, but if they
_deClde against protecting themselves with either federal or private flood
insurance, both of which are now available, they should not expect to
come to the government for a handout every time disaster strikes,

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

COMMERCE AND TRANSPORTATION

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

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

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

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

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

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

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

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

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

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

As far as sea transportation is concerned, the same rules should apply.
First, a $6 million item for boating safety should be eliminated as unessen-
tial. Second, the remaining appropriation for the Coast Guard should be
cut back, as a non-priority item, to FY 74 levels thus saving $171 million.
And, finally, federal maritime programs which, in actuality, are simply
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subsidies to the shipping com anies, shoul i ing i
the saving of another $6§5 mill&m. should be terminated, resulting in
) And while on the subject of subsidies, we should not o

million in Federal Housing Administration funds that are \;eettlc;os'i(d?einszgg
FY 76 budget for mortgage insurance for those supposedly able to handle
a mortgage but who allegedly are not adequately served by the private
mortgage market. However, high defauit rates are responsible for much
pf the co§t suggesting that neither of the premises on which this program
is bgased is accur_ate. Under the circumstances, this program resembles a
stra_lgh't out subsidy more than anything else and its continuation cannot
be justified on either a cost or consistency basis.

) §§milarly, continuing the subsidy to the U.S. Postal Servi
justxfled..Not only is it totally inconsistent to have governmrgrlict;%;igrc]:%ttirt:g
monopolies on the one hand while operating one on the other, but case
after case has shown that private enterprise can deliver the ma’il quicker
and chgaper than the Postal Service. Competition is already permitted in
the delivery of second-, third-, and fourth-class mail, and firms like United
qucel have thrived on it. Therefore, there is every reason to expect that
private enterprise would do even better with first-class mail which the
Postal Service charges the most to deliver.

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

Furthermore, | think we can do without the $33 million in i
) ] , ion in items for
mfernatlonal trade and travel promotion, and, in the spirit of economy, |
Lhemk we ihomti tCl;(It fugds for technology utilization and economic a;1d
mographic statistics back to FY 74 levels. These la
save another $44 million. St two steps would

Finally, in an effort to remove some of the regulato i
shackl_ed. business and contributed to the preserﬁ slumrg,sltrwg:ldth:tfgzz\g
th.e elimination of the Federal Trade Commission. Its functions could
without any loss of effectiveness, be taken over by the Antitrust Division’
of the Justice Department since their mutual efforts, as demonstrated by
the -recent report on the possibie monopolistic practices by the oil com-
panies, are often duplicative. The savings would amount to $46 million
Admittedly, these cuts will be tough to swallow at a time when fobs
are scarce. But, uniess we take some tough measures, inflation will worsen
and, as recent experience has shown, jobs will get even more scarce
Lr;?::ee aaredn$ easy ::toltjtions, but these suggestions in the area of Com-.
nd Transportation would mov illi
the goat of a baranond o wo e us almost $8.29 billion closer to

HEALTH

It is difficult to recommend cuts in the health field, because
values good hgalth so highly. It is one of the last items that peop?t\a/ev%%rl‘g
term 'unessent.lal. However, some cuts can be made, consistent with the
premises previously set forth, without compromising the principle of equity
or the goal of quality health care for all Americans.




Medicare and Medicaid comprise the biggest part of the health budget
and, while | support the 5% cap the President has recommended for these
and other entitiement programs, 1 am not recommending further cuts at
this time. However, all Americans should recognize that continually raising
benefits to keep up with inflation only aggravates inflation and doesn’t
provide long-term relief for the beneficiary.

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

Therefore, to reduce per capita expenditures for these groups to levels
comparable to those received by other citizens, | am recommending that
this item in the budget be cut by 76%—for a savings of $327 million.

Then, in order to make sure that quality heaith care, not rulebook
medicine, is given to our Medicare and Medicaid patients, | am recom-
mending that the $50 million that will otherwise be spent establishing
Professional Standards Review Organizations (PRSO’s) be dropped from
the budget. This, of course, is in line with the legislation 1 have introduced
(HR 5404) to repeal altogether those sections of the Social Security
Amendments Act of 1972 that provided for PRSO’s in the first place. The
last thing we need to do is decrease the incentive for doctors to give
quality health care while adding another layer of federal bureaucracy that
will put undue pressure on doctors and patients alike.

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

determined by the states.

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

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

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

T.he first indication of this tendency has been legislation which would
'pr.owde extended health insurance coverage for the unemployed at an
initial cost of at least $1 billion to the American taxpayers.

While | sympathize with the person who is unemployed, it is my feeling
that ra_ther than provide another benefit for not working, we should place
our primary emphasis on creating the kind of climate that will get him
back to \{vork in the shortest possible time. And we can’t do that by rolling
up the kind of deficit that will dry up ali the capital businesses need for
|mprovemer_1t, expansion, retooling or whatever, and simultaneously in-
crease the inflation tax on consumers and thus reduce demand. As | have
noted before, an $80 billion deficit in FY 76, which is what some, including
Secretary of the Treasury Simon, are predicting, would mean governments
would s:o_ak up almost 90% of the capital available for this country. The
qompetmon for what is left would be fierce, interest rates would soar, infla-
t!on woul_d be refueled with a vengeance, some businesses wouid fail, many
firms which might have expanded and provided more jobs would do with-
out, and unemployment would rise beyond its already unacceptable level.

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

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

PUBLIC ASSISTANCE — INCOME SECURITY

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

Looking at the 1976 budget by function, it appears to me that a i-
mately $10.62 billion can be saved by ending s%%sidies to those w%%r(z:'le
perfectly capable of taking care of themselves. In making this statement, |
propose no cuts in social security, SSI, medicare or medicaid progran’1s
beyond the' 5% cap on benefit increases that the President has recom-
mended. Given the fact that the 5% figure is just slightly less than what
federal employees received in comparability increases last year, such a
cap seems reasonable. Moreover, unless some sort of restraint is put on
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these entitlement programs like social security, they will dispense in
benefits far more than has been paid in, or can be pald in, without ruining
the economy. In short, this part of the budget is developing a momentum
of its own that threatens to put us on the road to national bankruptcy.

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

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

How could this be accomplished?

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

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

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

A third cut that makes good sense would eliminate the state option of
serving free lunches to children whose households are as much as 25%
above the poverty guidelines and reduced price lunches to those whose
families are as much as 75% above the poverty level. To do this would

require the repeal of Section 5 (b) of PL 92-433 and Section 9 of PL 93-150.
According to the Congressional Research Service, this would have meant
a savings of $228 million in FY 74. No doubt the savings now would be
closer to $250 million and taking this step would bring the child nutrition
program back to its original focus—helping children who are truly needy.

Finally, controllability over the child nutrition program could be im-
proved by removing the cost-of-living escalator clause from PL 93-150 and
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making all reimbursements subject to Congressional review. F

standpoint of consistency, | support the Presldgent’s proposal for reiﬁgurg:
ments to the_ §tates instead of having such reimbursements plugged into
the cost-of-_llvmg index. Along similar lines, elimination of performance
funding, which bases funding on the number of meals served the previous
year instqad of on the basis of minimum eligibility, would bring about an
Hndetgrmmed savings plus would add a little bit of control into what is a
relatively uncontrollable” program.

All told, these changes would save the American taxpaye

$32.0 million. Such a cut would in no way deny needy childrenpw)l/mr ba;c:aeuzsg
their families cannot afford it, would not otherwise get decent,meals at
school. However, one would hope that the time will come when this pro-
gram can be done away with altogether; indeed one could argue for its
elimination now on the grounds that impoverished families are already
covered by other programs. But, rather than go that far now, this reduction
would serve the needs of the economy while returning the child nutrition
program back to the principle of aiding those genuinely in need.

Another Department of Agriculture program that has {

! / , up until this year,
:)een included in qullc assistance calculations is the special milk progyram.
I-PYF'IY 75.$120.,090 is to be s_pent on it but no funds are provided for it in
o f‘ist' nS(;?ct:g itis a dlur':licatlve program, it. is my hope that Congress will

appropriate any money for it in FY 76 and th
more expenditures to the FY 76 budget. s not add any

Probably the most controversial of all public assistance program
been the food st_amp program. Despite the fact that Presiden{J Fgrczia's Zf?::
to cut back on its rapidly mounting cost was overwhelmingly defeated, |
have come to ponclude that the program should be done away wfth
altogether. Eliminating it would save $3.6 billion from the proposed FY 76

budget and close to $6.6 billion in actuali ;
has taken). in actuality (given the action Congress

If eliminating food stamps altogether is not possible, m
suggestion would be to eliminate food stamps for gollege s;tudgntasl,tesrtr:'iakt:avrz
and others who are not truly needy. | have already co-sponsored i)ins that
would accomplish these objectives and am pleased to note that the National
!:ood Stamp Reform Act, which would save the taxpayer over $2 billion
in FY 76, has been sponsored by more than 75 Congressmen and Senators.

Moving along to welfare, otherwise known as Aid i i
) \ to Families with
l13epe_ndent Children (AFDp), the latest report indicates that approximately
_ 1 million people are |.'ece‘|ving benefits from this program and the estimate
|1s that about §4.7 billion in. federal funds will be spent on it during fiscal
976. ]n addition, the s:tates spend almost as much on this program in
matchmg funds (the ratio is 55% Federal to 45% State on average), as
the federal' gove!'nment. However, eligibllity for benefits, as with mos’t of
wl?iséeh pwu:::c ;ssgt?nce programs, is almost exclusively up to the states

, e good from one standpoint, causes a
to controlling federal spending. problem when it comes
At the very least, AFDC should be cut back so i

) as to eliminate the 9.3%

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

be headed.

Personally, 1 would hope that such reductions would be only a first
step towards eliminating this program altogether. Study after study has
shown that AFDC, the way it presently operates, encourages people to stay
unemployed (83.9% of all AFDC mothers and 87.7% of all AFDC fathers
are unemployed), to break up their homes and families (in order to get
more benefits), and to do nothing to improve their lot. This is an intolerable
situation and, to correct it, | am co-sponsoring a national welfare reform
proposal that will not only save at least $1.1 billion a year in federal funds
but will also provide more benefits to the truly needy, thus eliminating
the arguments in favor of overlapping programs such as the aforementioned
food stamp program and the next-to-be-mentioned subsidized housing
program.

- - -

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

* * -

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

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

Another misconception is that the unemployment rate is comparable
to the total of those receiving unemployment benefits. The fact is that the
unemployment rate, as compiled by the Bureau of Labor Statistics (BLS),
is comprised of everyone who is looking for work, while the number
receiving benefits is determined by state eligibility standards which vary
widely. However, by comparing the two sets of figures, one can make some
educated guesses about who is, and who is not, really in need of benefits.
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As of March, 1975, the unemployment rate, overall, wa 9 '
7,980,000 workers. But, of these, 798,000 (10.2%) had qu'it tl?:irsl'Zs/: j:t:
and are thps not deserving of help. 1,854,000 (23.8%) were people, such
as housewives, who were looking to re-enter the job market and m;\y not
really need tq work. Another 773,000 (9.9%) were teenagers, and many
more (57.1% in the last group and 35.6% in the next-to-last éroup) were
seeking part time empioyment, which suggests that most of those in the
last two categories had other means of support and did not need employ-
menSt, o; unemployment benefits, in order to make ends meet.

o, if you take the 4.37 million (56.1%) who lost their last j
from that total about 314,000 who were lo)oking for part time tvog;ksg?t\:/alf;
were teenagers (4.37,000), and then add those who were looking to re-enter
the jpb force full_ time (1.2 million), plus another 90,000 or so non-teenagers
looking for full time employment and you come up with about 4.87 miilion
:vql;; rg:ygr;\é?orfal. nc—iﬁdtfor ll.melm;:]onment benefits. If anything, this figure
s in that only slightly over 3 millio
were unemployed as of Marc¥1 19?5. d " hoads of households

Compared to that, the number of people receiving unem -
pensation benefits during the week of M:rch 22, 1972 was s?éggngggt‘:rﬂgwh
suggests that almost 17% of those receiving unemployment benéfits do not
really neeq t_hqm. Therefore, if one tightened up the Federal Unemployment
Tax Act eligibility provisions (for instance, do away with the provision that
says one may not be denied benefits if one refuses a job that has a lower
salary or a less favorable location than the job he or she had previously)
to get those 17% off the rolls, a savings of almost $3 billion, and perhapé
Ta(:]rfé r\;/(:l;l;ist;g realizetad. As a matter of fact, using the samé formuia with

igures, it appears thatas m 9 i
benefits may not have n:e%ed them. any s 21% of those who received

Personally, | feel that in view of our economic hard times this i

modest proposal. Like social security and other entitle;er:rt"splrzgr:;;y
unemployment compensation can develop a built-in momentum all its own'
unless something is done to restrict it to those who are authentically in
need. In day§ gone by Americans used to “save for a rainy day” to take
care of cqntlngencies such as unemployment and | see no reason why
employers dollars_, which could go to capital expansion (which, in turn
woul_d mean more jobs for everybody) should go to those who wan’t to take
a paid vacation or who do not need the benefits in order to make ends
meet. In fact, one might go further and eliminate benefits for those who
could have saved for a rainy day but didn’t.

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

The fact of the matter is that we, as a people, have
to the go'od ‘life that we have come to tal?e i{) fc;r gran'zaecfogaeths:r l:ﬁzg
take any job at hand, in preference to welfare or unemployment, we have
come to look on these programs as staples, even though some,body has
to pay for th'em and everybody is hit by inflation when they get out of hand
Such an attitude has been encouraged by our government ever since thé
days of the New Deal even though history has shown, in this country and
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that prosperous nations are buiit by people who do n_ot expect

te;sg:th:;?ﬁething forpnothing or view handouts as a matte|: ?:1 zf:t;)f e
is needed, instead of more handouts, is a new infusion

wor\l,(v :?rt\icl:sarr:d a rebirth of the pride on whit_:h itis basgd. Prodductlx‘ntfj a;ﬂg
profit must become guideposts of our society, npt qlrty words. tn ihe
best way to rekindle the work ethic and restore.falth in the free er;1 er(p;rn”t
system is to reward those who produce and d|§courage those who do
produce when they are perfectly capable of doing so.

VETERANS’ BENEFITS

hardest areas in which to make cuts is in the area of benefits
for ?:tzl?afr::.eNot only have many of these people risked their necks anci
given their blood for their country, but many of thege programs are open
ended. As a result it is difficult to establish dollar Ilrr.nts. v, Medicare

However, for the same reason | favor a cap on §oc|al Security, Me csty
and Medicaid benefits, 1 also favor the Pr_eS|denfts proposal to pdut a th;
cap on any increases in veterans’ benefits. 'l"hls woulc_i not re L:ﬁeh he
FY 76 budget any further but would help keep it from going up as hig
many of us fear it will. .

Atlside from that, about the only areas where. yeterans’ sper]dmg cag_ be‘
reduced is hospital and extended care _fgclhtngs construction, mcej |<f:ar
research and administration, and VA administrative expenses. If fl.Ln s‘,( (t)o
construction of hospital and extended.c_are fgclllt!es ‘were _cu} ac do
FY 74 levels, the savings would be $80 million. Likewise if qulca re?ia o
and administration and VA administrat[vg expenses were similarly cut back,
we could save $64 million and $125 million respectively. .

All in all, the budgetary savings in the vete_rans’ benefl.ts area on:lltti
come to $269 million which is relatively speaking a drop in thteh_bu'c:uee,
but it was drops in the bucket that, taken altogetl]er, built upf lst. us?l
deficit in the first place. As former Senator Evgrett Dirksen once alce |oe ,):
remarked, “‘A billion here, a billion there, begins to add up Fo rea;h mon c);n
So, too, a few hundred millions herq, a few hqndred millions _ere,.f n
ada up to the unprecedented $100 billion deficit we may be facing if w
don’t begin economizing at once.

LAW ENFORCEMENT & JUSTICE

i drug traffic on the Increase, as they l_1ave. been lately,
ano\t’:l1leﬂ|'1 :rg';teh:tn g diffi%ult to cut is law enforqement an_d jUStICG.dHOW.eV-?]I',
here also, certain economies can be made without seriously un ?rmnmbg
our efforts to reduce crime and drug usage. In fact, the argumen calg be
made that infiation is a stimulant to crime and the best. thmg we cou
to fight crime right now is cut down on the c;.auses of infiation. _

While 1 have long been a believer that individuals, ra.the_r }han soct:ety,
are responsible for their own behavi_or, there are those mdwnguasis w ﬁ.sig
strength of character is found wanting yvhen times gc_at_ tough. o,t \?'I |t0
society should not blame itseif for the.mlsdeeds o_f individuals, atLe uhn °
economic prosperity through sounc_i financial policy does offer the hop
that a reduction in the crime rate will follow. .

Consequently, | am recommending that two programs v'v1h|ch h:vse
eroded local responsibility, and have caused a lot qf waste mdt e _pl';octi gn,
be eliminated. They are the Law Enforcement Assistance Administration,
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for which $887 million is budgeted in FY 76, and the Lega! Services Cor- -
poration that will cost another $72 million. | also think, in view of the recent
excessive expenditures involving former Presidents and Vice-Presidents,
that we are spending more than necessary on Secret Service protection.
Certainly, the FY 74 level should be adequate and reducing to that level
would knock another $29 million off the FY 76 budget.

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

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

GENERAL GOVERNMENT

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

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

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

Speaking of taxes, another agency that can finally do something to
help the taxpayer by cutting back to FY 74 levels is the Internal Revenue
Service. Such a cutback would shear approximately $440 million from the
budget and 1 don’t think the additional tax audits President Ford’s budget
suggested will be missed a bit.

| also think that the Civil Service Commission should make do on what

it did two years ago and, if it were required to, another $24 miilion could
be cut from the budget.
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i i ini i hat the Bicen-

Even though | am an historian by training and believe that
tennial celebration should mean a great deal to every American, I_ also
feel that it cannot be an exception to the budget cutting effort. Accordingly,
| would suggest that it be cut back to FY 74 levels, which would red_uce the
federal budget for 1976 by $14 million. Likewise, | feel our expenditure ]‘or
trust territories and possessions should be reduced to FY 74 levels which
would save $38 million more. ; | seo1

i i i Id reac

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

BUDGET ALLOWANCES

resident’s budget proposal for FY 76 also contaiqs a section,
alb:ari?esozewhat buried,gtermed budget ailowances. But, buried or not, it
adds over $8 billion to overall outlays. o

i the budget was presented, a lot of changes have been made in
the SF:::;:s(?dent’s engergy pro%osals from which most of these pquet aliow-
ances are derived. Only two thirds of the $3 per barre_l oil |mpo!'t fee
has been implemented so far, the excise‘ tax on do_mestlc crude oil has
not yet been enacted and, instead of a windfall prc_>f|t§ tgx, we ha\_fe seen
the end of the oil depletion allowance for the “major “c.>|l compames”and
the beginning of the end of that allowance for the “independents.” In
addition, the tax cut package the President proposed was both altered qnd
enlarged by Congress. As a result, the proposed budgqt allowances, which
were part of an interdependent packagg, no p_art of wh!ch can stanc_i lal.one,
may well be altered. Frankly, | think it is a mls.take to increase, a.rtnflma.lly,
the cost of energy. If it were not done, this section of the budget discussion
would not be included. ot deficit. these

urposes of discussing the proposed budget deficit, thes
alloalgﬁc?sr n?us? be a part of that discussion. Briefly speaking, they would
provide $2 billion to compensate non-taxpayers for higher energy c_osts,
$2 billion to state and local governments tg compensate thgm for h!gher
energy costs and $3 billion to federal agencies as_cpmpensatlon for hlqher
energy costs. $550 million would go for fgderal civilian agency pay raises
and $500 million would go for contingencies. -
for the contingency fund, | see no reason not to cut all t e
restE gﬁﬁtese budget aIIO\glvances thus saving $7.55 billio'n. The $7 billion
in energy compensation payments is simply anp'Eher subsidy to people and
governments who are able, if not especially _wnlllng, to take care of_ them-
selves. They will simply have to tighten thelr. pglts and make do, just as
the rest of us. As for the $550 million for civilian agency employ.ee pay
raises, | feel that the government must take the lead in any austerity pro-
gram, so as to set an example for the rest of the country.' If the federal
government is not willing to make the necessary sacrifices to defeat
inflation first, then it is hardly fair to expect the private sector to do so
on its own. .

Given the difficulty in cutting the budget, with all its built-in momentqm
and uncontrollables, it is essential that we eliminat_e‘these non-essgntlal
budget allowances. Not only will we save §7.55_blll-1on, but we will be
establishing a healthy precedent for fighting inflation in the future.
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CONCLUSION

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

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

As | have indicated, | support the idea of a 5% cap on social security,
medicare, medicaid, civil service retirement and veterans’ benefit in-
creases, for without it, as the President noted, close to $17 billion will be
added to the deficit. Moreover, | would hope that if we are going to take
steps to conserve oil by government intervention, that we utilize the price
allocation method rather than quotas, mandatory allocations or gasoline
rationing, and thus make up the difference between the tax cut proposed
by the President and the one just enacted by Congress. Finally the cuts
and reductions | have proposed will reduce federal spending in FY 76 by
the considerable sum of $52.86 billion, which, coupled with my other
recommendations, would mean a budget surplus of over $900 million in
fiscal 1976, assuming that revenues remain at the predicted level.

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

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

means that the final price will be dearer and more tragic for millions of
Americans.

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