The original documents are located in Box 2, folder “Budget FY1976 - OMB Briefing” of
the Ron Nessen Papers at the Gerald R. Ford Presidential Library.

Copyright Notice
The copyright law of the United States (Title 17, United States Code) governs the making of
photocopies or other reproductions of copyrighted material. Ron Nessen donated to the United
States of America his copyrights in all of his unpublished writings in National Archives collections.
Works prepared by U.S. Government employees as part of their official duties are in the public
domain. The copyrights to materials written by other individuals or organizations are presumed to
remain with them. If you think any of the information displayed in the PDF is subject to a valid
copyright claim, please contact the Gerald R. Ford Presidential Library.



Digitized from Box 2 of The RE;m Nessen Papers
at the Gerald R. Ford Presi’dentiaLLLibrary'

ASSISTANT TO DIRECTOR, PUBLIC AFFAIRS
OFFICE OF MANAGEMENT AND BUDGET

Ron Nesson:

For your information.

Joe Laitin



i1y

$3

37

i3

2

20

2%

22

&

54
ot

aism——

LKA A Tl N PO SR S s vt 1.

B 3.

EMBARGOED, NOT FOR RELEASE
UNTIL 12 NOON, MONDAY,
FRBRUARY 3, 1975

PRESS BRIEFING
ON

FISCAL 1976 BUDGET MPSSAGE

Btate Department Auditorium
10 a.m., Saturday
February 1, 1975

x




ds 1

l
i
A-A ‘§ 1
i
i E MR, LAITIN: I am Joe Laitin and the briefing on
= % the 1976 budget will start promptly at 10 a.m. Everything
3 gaid here is on the record but is embarsgoed -=- ail file and
& i audio, along with #he budget itself -- for release at 12 Noon
Svi Monday, February 3.
g ! If you have questions later today or tomorrow, we
7 ! have a professional staff standing by in my office and you may
8 want to take these phone numbers down: 395-4854 and 395-4709.
$ If you have any questions for Treasury on revenue
i¢ i estimates and so forth, vou can call George Ross and Jim Parker
%3 later this afternoon or tomorrow at these numbers: 964-5252

2 and 96u4~20u41,

13 Sitting at the table on my left are Roy L. Ash,
14 Assistant to the President and Director of the Office of

15 Management and Budget; Seemiey (Gardner, Deputy Secretary of the‘

18 Treasury, and Paul 0'Neill, Deputy Director of OMB,

17 Director Ash will have some opening remarks and
8 then we will throw it open to questions.
1% Now, one other item. Ron Hessen, the President's

Mt

Press Secretary, has advised me that when the President drops

21 by here this morning, his remarks and all film taken while he
22 is here are for immediate use.

28 1 The fact that he was here and what he savs and

74 Q the pictures taken are for the record and for immediate use,

but everything else is embargoed for 12 Noon Monday, along with

e ke e ek e e e
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the budget document itself.

I hope I have made that clear,

THE PRESIDENT: Thank you very, very much, Roy,
and your associates in the 0ffice of Management and Budget,
members of the press and guests:

It is a great privilege to be here even though the
news may not be good, but I come here this morning following
in the footsteps of another President by coming here personallys
face to face,to present my budget proposals for fiscal year 1976

That President was Harry Trumanvand the last such
occasion was January 19, 1952 when he met with the pfess to
discuss the budget fof fiscal year 1953 ~~ a budget, I might
add, that had jumped to $8S billion, described at that time as
astronomical,

In the discussion President Truman said, and I
quote, "This budget has been the biggest headache I have ever
had."

As I look at the federal budget for the fiscal year
1976 I can only say, "Harry, I hope you left some aspirin for
me."

Let me begin by saying that the President's annual
budget is a carefully considered and integrated set of policies,
programs and priorities that a President recommends to the

people and to the Congress to set our national course into the

{ sfuture.

&
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Thus, the budget is one of the President's major
policy pronouncements each year.

I want to talk to you about some of the key features
of the budget for fiscal year 1976,which I will submit to the
Congress next Monday.

It is a big budget calling for expenditures of $3u9
billion, almost $1 billion a day during the year starting next
July 1.

It will result in a large deficit for the year --
$52 billion -- and this deficit, large as it is, would increase
by another $17 billion to nearly $70 billion if the Congress
does not agree to all of the reductions I have requested in this
budget.

It is essential that the Congress be very mindful
of this fact. I do not like to see deficits of this size nor
any for that matter. I know most Americans agree, and I
resolved to take those steps that will make such deficits
unnecessary in the future.

That requires, most of all, the restoration of a
vigorous economy in this country, But we must be realistic. We
must precognize that in times like these it is good national
policy both to provide financial support to those unemploved
and to introduce a measured amount of additional stimulus into
the private economy by a tax reduction.

»

My budget, as an integral part of the total economic
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recovery and energy independence plan I have proposed to the
Congress, does just that,

Overcoming the recession, however, is not the only
goal of my budget. It is equally essential that we not
rekindle the fires of inflation. I have carefully gone over
the programs proposed by the various executive departments for
inclusion in the budget.

I have concluded that for this year at leagt it
would be imprudent to initiate any new spending progfams;
except for energy, none is proposed.

Further, it has been a popular notion to consider
some government expendituresg as uncontrollable. That is,
they would go on and on whether we like it or not.

I categorically reject that view. They are
controllable if the Congress, on the one hand and the President
on the other, do something about them,

My budget proposes significant reductions in a
number of programs up to now considered to be uncontrollable,
Together the reductions I am proposing amount to $17 billion
for fiscal year 1976,

I urge the Congress to join me, to work with me,
so that we can bring spending under control,. For while the one-~
time reduction items proposed will aid the economy in ovaroomin%
the present recession, the more permanent program expenditure

reductions are necessary if we are not to embark on a course of
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future spending that will be highly inflationary.
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Aside from the effects of my proposed tax reduction
the deficits anticipated for both 1975 and 1976 are largely
the result of aspects of the budget and the tax system
that respond automatically to changes in the economy. That
is, in the case of an economic downturn Federal tax collections
slow down as incomes and profits slide and unemployment
benefits rise very sharply.

These factors cushion the economy, but they also
cost money. Specifically, aid to the unemployed including
the special measures that I proposed and were enacted will
be $12.7 billion larger in fiscal year 1976 than they were in
fiscal year 1974. This will provide income support for more
than 14-1/2 million beneficiaries and their families.

Federal receipts for fiscal year 1976 would be more
than $40 billion higher if the economy were operating normally.

These factors,apart from any other consideration,
more than account for the deficit in fiscal year 1976. Or,
in short, if the aconomy were operating at the rate of only
a year agoc I would not be forecasting such a large difference
between revenues and expenditures, In fact, we would havae
balanced budgets both this year and next.

Government expenditures at all levels, Federal,

State and local together now acéount for almost one-third

of our Gross National Product. An increasing proportion

N _
of these expenditures are payments for individuals such as
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Social Security, Medicare, public assistance and other
programs .

But if these kinds of expenditures continue at
anywhere near their past rate of growth, more than twice
that of GNP, total Government expenditures could slice away
more than half of our GNP in two decades.

When I submit my budget for this year, I especially
urge the budget committees of the House énd the Senate to
take advantage of the provisions of the new Congressional
Budget Control Act. This permits them in those two
committees to set overall budget goals for the vear and live
within the total set.

In taking this action, the committees in both the

 House and the Senate should make a detailed study of the

- $349 billion budget for fiscal year 1976. The two committees

should know that unless the goals set by the comnittees for
the Congress hold my $17 billion in budget cuts,. in other

woxds, if they don‘t keep the budget reductions at the levels

~that I have suggested, the deficit for fiscal year 1976

will rise to nearly $70 billion. for 1975 and 1976 together
to be $100 billion.

I, ¢of course, will work veryvclosely with the
Congress in all of these matters. I will walk the extra
mile and give all of my strength to getting the national

econony in shape.
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I ask the Congress to walk that extra mile with me
80 that together we will lead the country with strength and
purpose to a fullexr life for ali Amexricans.

In view of the fact that this briefing is under
embargo, except for my remarks which I have just made, I am
advised that a gquestion and answer gession by me at this
time would not be appropriate.

However, I wiil be available to answer questions at
a news confe:ence next Tuesday.

It is now my pleasure to turn the meeting over to
the Director of the Office of Management and Budget, Mr.
Roy Ash.

I.et me say at this point, I know first hand what
a superb job Roy Ash and his people have done at the Office
of Management and Budget. 1 am vartlicularly grateful for
the outstanding service that he has given. I think the
American people should consider themselves most. fortunate
to have had in this important office Roy Ash. I wish to
publicly‘thank him and express my indebtedness to him for
doing an outstanding jobh for me as well as the country.

I will turn Roy over to you and you ask him all the
tough questions and I will be glad to answer the easy ones
Tuesday.

Thank you very much,
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MR. ASH: Ladies and gentlemen, the President has
set forth the guiding policies behind his 1376 budget.

In the next 10 or 15 minutes I will develop some
of these policies morve specifically for you and particularly
those of us up here in the front are prepared to answsr your
questions.

Joe Laitin has albeady introduced Mr. Steve Gavdner
and Mr. Paul O'Neill. I would like to add to those intro-
ductions others that will help answer any other questions that
you may have.

Seated over to your right are Mr. Dale HcOmber,
Assistant Director of Office of Management and Budget, known
in this city as Mr. Budget. He is the one who is responsible
for having done’all of the work that we are now all going to
be talking about.

Next to him is John Hill, Assccilate Director of the
Office of Management and Budget.

Next tc him, Don Ogilvie, Associate Director,nWally

Scott, Associate Director, and Ed Fiedler, Assistant Secretary

© for Economic Policy of the Treasury Department.

i~

=

I also want to usge this occasion to introduce my own

Il successor. He is not up here yet and he is not yet confirmed.

*

Jim Lynn is some place out there in the audience but next

i} year he will be exactly here.

Where is Jim, anyway?

© e L

e B
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He is here,

(Applause.)

Jim is entitled both to ask and answer questions
today in his capacity, so we will see which role he wants to
play.

First, I want to set out the new features that are

" in the budget itself., This is a budget that contains some

changes and some significant changes, and I will merely show
them in summary for you and would suggest that as you get into

the budget you give special attention to those that are the

" new features.

(Slide.)

Are they getting close to where you can read them?

The first one is that for the first time we are
showing the economic assumptions on which the budget is based

in some detail ~~ not only for 1975 and 1976, but in fact we

- are extrapolating some of those economic data all of the way

out to 1980,

I must make sure that you understand that the 13875

and 1976 economic assumptions are forecasts of what is probable,

" On the other hand, the further out we go the more difficult it

is to fofecast. For the years beyond they are merely extrapo~

“lations toward a2 return to normaloy.

Also, I should call your attention to the section

.
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on tax expenditures which has received considerable attention
this year and will be shown in the special analyses section.
These, as you know, are the special constructions of the tax

law to reduce tax payments for some individuals and for some

groups. Certainly they haveva very significant effect on the

economy of the country, as much as items that are included in

the budget, and they add up to billions and billions of dollars,

and I suggest you give attention to how those are discussed.
Thirdly, as you know, the new Congressional

Budget Act changes the fiscal year. It will move to one

starting on October 1 in 1976. So, in addition to the fiscal

year ending June 30, 1876, the budget for 1976 also contains

in it a section for the transitional quarter, the quarter

of July, August and September so that we can get on with the

new fiscal vyear.

Well, those are the main features. You can read

the rest of them on the chart. But I do call your attention
to those as you lock at the budget because there are some
differences this year.

Now, let us go back to just some of the numbers

the President mentioned and just briefly put them out. They

1| are in the budget and printed many times over, and I think
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we ought to put them in perspective. This is the budget at
a4 glance.
O0f course, the key numbers to look at are the ones

along the bottom line. The deficits are very large, as the

" Prasident mentioned. They are and will be reported, obviously,

-

as the highest inqhistory and they are, but I want to come
back a little later and put them in some perspective.
You will also notice the growth of outlays going

up steeply, and the receipts not going up too steadily, thus

causing the differences.

So, I wanted to put these out first, but I think

" before we get into them let me set out and show the effects

of some of the main issues that are at the margin in the budget.
There are two classes of issues that are primarily at the
margin in the budget.

First, the President's economic and energy proposals

and their effect on the budget. Again, if we go to the bottom

‘1line on the chart, we note the combined effect of the

President's economic message and the economic program that he
set out in that message. These have an effect of increasing
the 1975 deficit by $5.5 billion and}of'increasing the 1876
deficit by $13.4 billion.

In effect, there is, combined, stimulus provided

by two programs, obviously largely deriving out of the first
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section that deals with the recession tax cuts. The net
effect of those programs is to introduce a measured amount,
as the President said, of stimulus into the economy because

of the need for it at this time.
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Now the details are set forth there on the chart, I
don't want to belabor any of this because we want to get to
your questions and just want to put into perspective some of the
issues that are at the margin in the 1976 budget.

Another class of item that is especially important
at the margin in the 1976 budget is the one the President
referred to a couple of times -- the expenditure reduction
proposals. These are a very integral part of the policies and
the budget and have significance in the effecfs of the budget
on the economy.

Again, let us look at the 1876 column. We can go
through the data at another time in more detail. But the
column for 1976 shows that the total budget reductions that
are inmplicit in this budget add up to $17 billion. That is
as the President sald, unless the Congress joins with the
President in his recommendations, the deficit would not be
$52 billion or so, but would become very nearly $70 billion.

Down below it shows the nature of those classes of
expenditure reductions. Rescissions account for‘$800 million.
Deferrals $1.8 billion; new legislation, $12.4% billion. A
tremendous amount of new legislation we are asking of the
Congress this year in order to effect reduced expgnditures
in certain programs. You nay remember the ones that have

come to be called the "capping programs." They are included
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Again, there are administrative actions we will take,
but some require permission of the Congress, This $17
billion of cuts in the budget should not be set aside in
your consideration of the totals. In fact, it is an integral
part of the policies implicit in the total budget.

Let us go to the next chart and look at the budget
as it relates to the sconomy; Across the top you will gee
for the years 1975 and 1976 the receipts and outlays set

forth in the budget., On the other hand it is essential

" that we put those in some context. We haven't used the

technical context of the full employment budget. Instead,
wa have used as a norxrm a somewhat shorthand version of that.

We have said what if the economy were running at the
rate it ran in 1974, a period that is so recent that it
obviously is not a hypothetical year. It was a real year of
very recent times,

If there were not the recession that we have at

‘the moment and if the economy were running at that rate

in 1975, receipts would ba $30 billion higher =-- dues to more
individual and uorporatg taxes ~- and outlays would be
$9 billion less because, of course, there would be lass
unemployment payments,

You can see the same numbers for 1976 -- $40 billion
higher in revenmes, $12 billion less in outlays.

The net effect, shown on the bottom line is that were
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it not for the economic downturn itself, the budgets for
1975 and 1976, as the President said, would be in balance,
in fact, very slight surpluses. This was a part of the
guiding measurement that we referréd t0 "in determining the
measured amounts of stimulus that should be introduced into
the economy.

Now I think it is lmportant to again call to your
attention the fact that this assumes the Congress will agree
with the President on the $17 billion to reductions that he
has proposed. If they were not to do so, then we would have,
even under the times of a normal economy, substantial
deficits, That $17 billion would be thrown back into the
1976 outlay level, and we would generate substantial and
inflationary deficits.

Let us take one more quick look at the deficits and
put them in a perspective, perspective §ver time, Sure
they are the largest in absolute dollars. On the other hang,
relating them to GNP they take on a somewhat different
relationship to the total scale of the economy.

For the year 1975 the deficit represents about
2.4 percent of the GNP. For 1976 about 3.2, You will see
in 1959 and 1968 we had deficits of approximately the same
amounts relative to the then GNP. I would like to think at
this time we certainly have greater need to put stimulus

into the economy than we had in each of those years.
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This is only to put them into perspective.
Now let us get to the real story of the budget. The

real story of the budget is not the year to year variation,

! but some of the very deep and forceful currents that are in

government spending.

17
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This chart does nothing more than plot the line for
the last 27 years, 1950 to 1976, of budget outlays. It is just
a jiggly line that does not seem to go anyplace; it goes up,

of course. It goes up with no particular trend other than up

and it goes up at a steady turn, but in that line are concealed :

a number of very significant trends,

I think we should examine what is Behind it and see

what is concealed behind that number, Without this it ig other-

wise very difficult to get the full meaning.

We have gone back to 1850 to see what those outlays
would be on a constant dollar basis, adjusting cut the effects
of inflation over the years with the changing value of the
dollar.

Now we begin 1o see some very interesting stories.
What are the stories?

Back to the time of the Korean War you can see
federal outlays went up and back down. The defense establish~
ment increased its total outlays. As the war was over, it
went back down to a normal level.

Between the two wars, it began to move up;

particularly as it came into the Vietnam War, it moved up

steadily. What happened?
It did not go back down to any significant extent

after that, If it had followed the course, say, of the Korean

{4 ' War, the 1976 number, instead of being almost 350, might well b

W

j

ES

A VY S5
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! § under 300. We don't know exactly what it might have been, but

o3

just assume it had followed the course it did in the Korean
8 u War.

& - This is the beginning of what is the real story of

231

federal spending. Let us look a little behind that now that you

have the idea of the top curve. Let us look at the comparison

[ 433

? of that to get some clue as to what further has been happening.
& Naticnal defense, just as I have described, did go up
$ | and did go down with the Korean Warj; did go up and did go down
i ! with the Vietnam war.

3% In fact, you can see with the 1976 budget on a constan't
12 dollar basis defense costs are less than they were through that
12 I whole period of time between the two wars.

14 Defense performed as you would expect it to do

1] under changing circumstances. Interest and other non-defense

¢ || functions followed pretty much a flat curve. They are growing

' slightly.
On the other hand, they do not significantly ohange
i the meaniné of the flow of Ffederal expenditures§ Look at the
. top one, payment for individuals.
- Payments for individuals filld in after the end of

the Vietnam War. Therefore the outlays did not go down.

- go ‘down. They continued to grow. These payments have become a.majTr
I wedge in setting the curse of government spending and this is

‘I' the one to which the President was referring.
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1 n That wedge, even though we see out in later years,

2 is a very wide one, was growing at a rate of eight to nine !
3 i percent from all those years all the way back to 1952 or 1953.

4 It has been growing at a rapid rate. It was

5 | smaller in earlier yvears and we did not see the implications

8 of that growth.

7 Now it is growirg large, and keep in mind it is a
3 ” compounded rate of eight to nine percent in constant dollars,
g‘“ just as it has been for the last 20 years,

0 ' That is where we are today.

i1 I We have a change in composition, a substantial

s2 || change in composition of federal expenditures. We have some
i3 || substantially foreceful new currents that are in federal

14 ;% spending and’now let us look ahead at what we would get if

15 i‘:ié,‘ﬁl‘:hcrse currents were to continue for the next 20 to 25 years.
ggffi S I hope you can see those charts., First, let me

gy,ﬂi identify what each is.

18;5 The top one ig that of total government spending.
-

" L The bottom left one is that of federal spending. The bottonm

29‘i7~right one is that of state and loecal spending.

Ei'ﬂ; What we have done with these data is to first dividé

¢2 || all spending, whether it be state and local or federal into

23 ¢ Just two classes of outlays, those that carry the sovereign
" functions of a government, whether state, federal or local,

and thosae that are payments for individuals; in effect, transfed
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That is, adjust all outlays into one or the other

- category and then project ahead the trends that have been in

these two categories from the last 25 years, project them
ahead to the next 25 years and see where they could take us.
Well, Jet us jﬁst look at the top cne. Others are
there in more detail and I won't go into it other than that
you can see the others asbthey support the top one. If we
qontinued on the course that we have been on, total Government
spending, by the year 2000, in constant 1976 dollars.
It would be $2 trillion, It is not.$349 billion, - -.
$2 trillicn and that is only 25 years from now, not so long.
1t is not because direct operations have gone up.
In fact, the‘Défense bepartment is projectedvhere aé a flat
level of constant dollar outlays -- no increase at all in
constant dollars for the ﬁafense Department. Other Government
‘operations go up a bit largely because projections of State and
local government expenditures are going up fadter'by far than
Federal Govérnment, but transfernpaymenta‘and payments fér
individuais, are going up at the most rapid rate.
Now, if the.GNP goes up only 3-1/2 percent a year
in real terms, between now ané 1980, then as the President
concluded, Government at all levels wili spend 50 percent of

the Gross National Product in two decades compared to 33

.. percent or less at the moment. We will go up to almost 6] percept

by the year 2000, bescause by the year 2000, although the number
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is not shown on the chart. In '76 dollars GNP would be $§3
trillion 400 billion.

This is the real story in the budget and before we
get into discussion of the 1976 budget in particular, I think
it is important to note that the budget is not just a set of
accounts for the immediate year but most of all it is a course
for the future.

The President has decided not to go on that course

will be represented by Government in 20 years. He has already
exerted all of his might to pull down the growth of Government
spending; the $17 billion package to which he referved is
certainly no picnic for all that will be involved in dealing
with it, and yet it is an integral part of the policies of

the budget.

Now, of course, we all need to make sure fhat Congress;
and American public see clearly the alternative courses of
action. One is to go along that curve, go to where 60 parcent
of GNP is taken over'by the Government and the other one
is to find a different curve.

So that is the view that we want to mike sure you
have as a perspective, as we get into the budget. -

| Let me make one further statement before receiving
your questions. The budget contains an outlay level of

§1,165 million for the P1-480 food aid program in fiscal year
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1975. As the budget has been in the process of prepar-

ation the President has been considering the matter further

and there have been some discussions going on with the Congress

and he has decided that he will be submitting a budget amendment,

an amendment to increase 1975 by $178 million, and this
addition, of course, is not included
in the '76 budget. |

At the appropriate time the State Deparfment will
advise you concerning the country by country distribution
of the total, but that is the one change that you should have
in mind as you look at the budget data.

Now, we are prepared to take any questions you have,
and I am sure between all of us up here who I am sure have read
among them the whole 1200 pages in the budget appendix, we will
give it back to you in whatever way you wish to ask.

We are ready’far your questions.

QUESTION: Mr. Ash, could you tell us what the major
components are by function in that $17 billion cut package?

MR. ASH: Let me see. I don't have a schedule right
here in front of me by function, but I can out of my head
give you some of it.

Defense has in it something just short of $3 billion,
has it not, Dale?

MR. McOMBER: Yes.

MR. ASH: Of the $17 billion. Social Security has

23 ;
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i # in it something over $3 billion. Those are, of course, the

xS

two biggest single elements of it.

3 Then, the others are distributed across a numnbder of
a {{ different programs, certainly the "cap" progran.. The programs
5 | that we set forth in the fact sheet that went with tne
President's State of,the Union Message, had a dis-

7'% tribution of that $6 billion or so that comprised the capping
¢ || programs.

$ All of the deferrals and rescissions that have here-
.0 || tofore been submitted and you have the details of all of that,

- dre a part of it. So, that makez up the biggest part.

52 ' What are the significant parts that are worthy of

3 mention? Those are probably the main parts that comprise it

i5 QUESTION: What are the other significant ones?
aa;”f MR. McOMBER: Let us just mention a few of the items

.Ji ©of legislation which comprise the major portion Qﬁ’this. There

;{;%§>a proposal to block out, that is to create blotked grants
i;f;§§g the child nutrition program, that is going‘to;éave
:;%@proximately $500 million.

There is a proposal to modify cost sharing for the
ffﬁedicare progran and to place some limits on prowvider costs
;;ﬁwithin that program. Those will add up to about $3,400. . «
;ﬁ:\nnlion; l

There are several proposals to change thé public
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assistance program which would add up to approximately $1,200
million.

There is included also, this may be familiar to some
of you, a proposal to limit the educational impéct aid
program which would save something like $260 million.-

And finally, we should mention a limit: on social
services that was included in the public assistance program
we noted & minute ago. That will save us something likeA
$400 million.

QUESTION: Are these cuts listed anywhere in the
budget document?

MR. ASH: They are not listed in one place as they
were in the 1976 budget. They pe listed under the proper
places throughout the budget and it requires, I guess, that
you look at whatever program in which you have an interest
and see how it was dealt with.

I am not sure my microphone is on, but I would hope
you can hear anyway.

QUESTION: Mr. Ash, just two weeks ago, January 15,
the President said the deficit for '76 would be $45 billion
to $u7 billion and now it is almost 8§52 hilliqﬁ.“ﬁow did you
lose $5 billion in two weeks?

MR. ASH: This budget is unique in one respect. It
is unique in the respect that it was prepared during a time

v when the economy was probably changing at a faster rate than

25
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it has every changed during a budget preparation cycle, so that
we were revising the ecénomic outlook and economic forecasts
and all of the data that floﬁed out of it, right up to a week
ago last Wednesday.

It carries into it, then, all of the changes that
we were foreseeing in the economy during the last few weeks

and those changes gave rise to the difference.
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QUESTION. Mr. Ash, in the section on economic
assumptions, page 41, I notice that you project for calendar
1975 overal; rise in CPI 11.3 percent. That would mean that
you anticipate inflation this year is going to be greater than
last year.

MR. ASH. Let me make two observations about that.
About the tenth line down in the table, consumer price index,
the series of which has an 1l percent increase for the
calendar year 1974 over 1973, 11.3 1975 over 1974 and
7.8 for 1976 over 1975.

The question is why does it go up?

First you have to recall that the President's enerqgy

propcsals contained within them factors that add to the

CPI by approximately two percentage points and somewhat short

of one and a half percentage points falls in' that 11.3 number.
‘So that if you can mentally adjust that 11.3'bY something
,jgsy short of one and a half to, say, 1.8 ogﬁ;q9; thereabouts,
‘ﬁbufwill find that we would be showing a steddy reéduction
‘from the present rate adzus*ed only for that very deliberate
action taken regarding the energy package.

I shounld make one other observation Those numbers

| represcnt - the changes for tha average of one year over the

" average of the previous year. As‘wa go into the later

quarters of 1975 and the first quarters of 1976 en& quarter

iI*to quarter changes, that is, : 4 ' |
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changes over the previous quarter, will be nothing like that.
They, on an annualized basis, will be around the seven percent
level of quarter-to-quarter changes.

The overall annual CPI changes are the result of
trends averaged over the year, but it is important to keep your.
eve on the quarter-to-quarter changés of around seven percent
as we go into the next year,

On Tuesday morning Alan Greenspan will be having a
press briefing on the subject of the economic report. I am
sure you will want to go into this whole table of econcmic
assumptions a lot more with him.

QUESTION: Would you give us that quarterly
profile?

-MR. ASH: Alan will provide that quarterly profile

next Tuesday., I just wanted to identify for you as we go

" out the end of 1975 and the front end of 1876, the quarter-to-

quarter change at that point will be around sevan percent on
an annualized basis quarter to quarter. Alan will provide
more specific information on the trend during the years.
QUESTION: You are saying first quarter of 1876 over
fourth quarter 1975 or fourth quarter 1875 over third quarter
1875,
MR. ASH: I am saying first over fourth, fourth

over third. It pertains to both. Alan will go into that in
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é very specific detail.

QUESTION: 1In the same chart the unemployment rate,
I I don't see a recovery. It is B.l percent 1375 calendar
year and 1876 7.9.

MR. ASH: This calls attention tc the same table,
| economic assumptions, one line down from that which we were
i just looking at, unemployment, the specific average rate in
1975 of 8.1 will be moving to 7.9 as an average rate for
- 1976.

It certainly is going in the right direction. I
guess the question is is it going far enough and fast

~enough. A very difficult matter and I think you should want
to explore this at great length with Alan.

There are some very difficult decisions to be made in
this area. What we must make sure of is that the policies that
are implicit in the President's economic plan do not provide
too much immediate stimulus since this would be too high a
risk of reigniting the fires of inflatiom.

We are talking about risks here because if we move

i with too much stimulus, and the President has introduced
I a8 measured amount as he characterized it, we could regenerate
inflation and in the process of regenerating inflation we

i
would not have just gradually reducing employment, Quite the

v
———-

‘contrary, our greatest worry is that that inflation would
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in turn generate the economic conaéquenaas that would in «ease
unemploynent.

The basic thought at this moment is let us make sure
that we work that number down, work it as close to the
edge as we can without taking undue risk. Of course, the

' : .

President as he did with the policies he just announced and
as I am sure he will do during the course of this year 1975 or
any other time, if he sees as the economy changes that
he can take further actions that will improve it, of course
he will,

But at ihe same time, he is exceedingly mindful of
the risks of taking those actions that would not improve

the economy, not even improve the unemployment rate .

QUESTION: Is it fair to conclude from that that this
budget is weighted still in the effort to cope with
inflation as against recession? |

MR. ASH: The question is is it fair to conclude
that the budget is weighted still with efforts to cope
with inflation as well as recession.

QUESTION: Instead of recession.

MR. ASH: That is a very important distinction.
Thersfore, I will answer the question by restating how I
misstated it.

It is weighted both ways. We are very mindful of the
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continual risk of reigniting the forces of inflation. They
haven't totally disappesared out of this economy or any
others in theworld. ye are very mindful of that.

The budget was constructed to first deal with
recession, but to deal with recession in a way that would

not generate our own inflation and those data in that

economic assumption table reflect the consequences of applying

that kind of policy.
If we go further down the year, and if our programs
for recession work evenvbetter than we would at this

moment expect, of course, we can look and see what further

|| might be done. I am sure the President will.

But it is important that we not lose sight of the

fact that inflation is still to be dealt with and it remains

‘;fé there insiduously waiting to come out and b§~a‘mé§§r problem
*;':fﬁ«the future as it has been in the past if{we'aéﬁ“t have

“;5; policies that are adapted to it.

QUESTION: Mr. Ash, for the true story abvut the

‘Q?gdﬁstant dollar, could you give us a chart with constant
{I' dcllars of 58 and 62 and compare the expenditure in recent

1 years.

MR, ASH: The question is, can we, instead of
p:ésenting the data that we dié on, anéd I am glad you used
it, the true story of the budget, that is in constant

‘dollars of 1975, could we put those in 1958 or 1968 or 1969

dollars.
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¥es, we could. They would not be much different

at all. There are some things that would be slightly
different, But the story would not be any different at all.
The conclusions would not be very different. There would
be minor modifications because of the different factoring
that would apply depending on which year you took off from.

Ve put them in 1976 dollars so that you could 3ee them
iﬁ the context of the numbers we are iiving with today

but the significance would not at all change were they in

the dollars of a different year.
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QUESTION: VWhat part of the inflation rate is
attributable to the size of the deficit?

MR, ASH: The question is: What part of the
inflation rate is attributable to the size of fhedeficite

That is one you should really ask Alan Greenspan
next Tuesday because it is very difficult to ascribe any
particular component of the inflation rate to any particular
part of a set of integrated policies.

0f course, these all do relate but I don't think
anybody, any economists in or outgide of government, has a
model that can break the inflation rate down in those precise
slices.

QUESTION: Mr. Ash, this is a political as well
as a budgetary and economic document. I wonder if, having been
around peolitics in Washington for a couple of years, vou think

there is any possibility of a Republican Administration being

| re-elected in a year in vhich you project the average umemploy-

ment rate at 7.9 percent.

MR. ASH: As a political question, is there any
possibility of a Republican candidate being elected or re~-
elected President based on an expected unemployment rate of
7.9 percent as it is here shown in 1976, I am not a politician
so I think I should leave those kinds of questionsito the rest
of you to answer, but I do think that the main thing that'

people are looking to is a set of pregrams that
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head us in the right direction, head us in the right direction
without taking the kinds of risks that can take us right over
the cliff and right over the cliff particularly back to the i
inflation and back to inflation leading to even higher -
unemployment.

The programs that the ?resident has proposed in his
State of the Union Message and the programs that are proposed

in the budget, the President submits as ones that are the best

possible ones for the economy givenits present state and its
present condition, i
He is obviously going to be aware of the changing
conditions in the future as he has been in the past, and I would
assume that the actions he has taken and will take between now

and 1976 would be ones that any Republican candidate could not

only run on and win on, but I am not a politician.

QUESTION: Mr. Ash, the $16 billion cut, how much

people?
MR. ASH: The question is: How much of the 516

billion cut would impact on the poorest 25 percent of the

We don't have thoss numbers in detail, but let me
give vou some rough view,
First, that part of it that deals with capping

fedéral pay, I don’t think includes 25 percent of the poorest
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people, so we can put that aside as not impacting on them at
all.

The part that deals with social security, you would
find amazing how many of the recipients of social security are
not in the lowest quintile of income, a fair part of that falls
on those in higher levels.

I wonder if I have that number in front of me.

Dale, do you have one? I am not sure.

In any event, it -again does not fall on the lowest
20 or 25 percent. I don't ﬁave the number here but I think it
is not proper to conclude that either all of it does or the
major part of it does.

This program as proposed falls across all sectors of
society and offsetting this kind of a program are a number of
other gross-in programs, especially those for the lowest income
level people of the country.

We have another table, and I don't think we want
to change the setting here toshow it, but that other table
would show that where these cuts apply -~ I think it is on
page 22, not of the budget but of the faet sheet which went out
with the President’'s State of the Union Address =~ it would
show for social security that while we do have a $2.5 billion
component of the $17 billion related toc social security,
nevertheless social security goes up by $7.3 billion.

So, I think it is a conclusion that is
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generalizable across virtually every program, that no program =i
almost no program -- is being cut in absolute amounts that bear
upon the poorer people of the country.-

It is merely a containment of the level of increase

billion as it relates to these kinds of programs.

QUESTION: Mr. Ash, you said a moment ago that the
budget is weighted against both inflation and recession. Don't
you have evidence of the fact that in answer to Mr. Shanahan's
question before, that the bipggest problem today is recession
rather than inflation.

MR. ASH: Sure, the biggest problen to&ay is
recession and I think it is important, therefore -- the
question is: Isn't it a fact that the biggest problem today is
recession and I suppose implied is, therefore, why are you
dealing with inflation as a prospective problem.

It is a fact and I certainly agree with you that
today the most immediate matter to deal with is that of
recession but we must deal with recession in a way not to
kindle and rekindle the fires of inflation.

That is how they interlink. As an example, the
President's proposal for a tax cut of $16 billion is

gpecifically for the purpose of providing the gtimulus the

On the other hand, the $17 billion, or at least a

v
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big portion of the $17 billion reductions proposed have as
their purpose making sure that we do not add in a course of
spending over future years that does restart the forces of
inflation, so recession is the most important one, and the
question is how fo deal with recession and the answers to deal
with it without restarting the inflationary fires.

QUESTION: The President's energy program is not
enacted and you don't have that built-in two percent inflation ,
how much of the $17 billion could you retreat from?

MR. ASH: The President doesn't intend to retreat

- from anything, and for that matter the $30 billion energy

program has, on the one hand, an increase of costs that are
reflected through the CPI, but has on the other hand an equal
offsetting amounts for those that incue those costs, so that

it has a neutral effect on the economy in total,

So, it should not be traded off with anything. It
stands with its own internal trade-off and.certainly the energy
package is not to be traded off with the $17 dbillion
Presidential expenditure reduction program and certainly most
of all the President doesn't intend to retreat from that or
anything else,

| He is willing to and he has said that he will work
with the Congress and invite them to work with him, but working

is not retreating.
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QUESTION: Mr. Ash, you have raised your estimate
of the deficit for 1976 by $5 billion in the last two weeks.
Is it possible the economy will change so you will have to
re-estimate?

MR. ASH: The question is: We have changed the
expected deficit over the last two weeks by $5 billion level
and we have -- and I think I answered that -- is it possible
that the economy can change in the future?

Of course it is possible. It is possible that all
kinds of things can happen in the future and there is no
reason to believe that this is a special time in world affairs
or economic affairs where the economy does not change.

I am sure that as the economy changes during the
course of this year, just as it had in the past, the President
will be well ready and prepared to put forth programs that
will deal with the changing nature of the economy.

QUESTION: Mr. Ash, could you explain to us where
that $5 billion increase lies?

MR. ASH: The question is: Could I explain where
the $5 billion increase in deficit lies, the 56 billion
between the estimate made two or three weks ago and the estimate
included in this budget.

It lies in basically two places. It lies in an

expectation of lower revenues and an increased unemployment
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QUESTION: What was your unemployment rate projection
a few weeks ago?

MR. ASH: I don't have the numbers, but I can give

you, I can work back and give you a rough idea.

i The question is what was the unemployment rate
i
1
i

A 23

projection that was behind the other numbers that had a
$5 billion less deficit.
FE Of the $5 billion I would estimate that about $4
billion is a reduction of revenue and about $1 billidn, more
or less, is an increase in unemployment. That is a fair
but rough number of the composition of the $5 billion. Every
cne-tenth of one percent in the ﬁnemployment rate accounts
j| for $250 billion to $300 billion. So you would be seeing
therefore a three-tenths, or four-tenths, or
so difference in the expected unemployment rate that would
be implicit in that construction of numbers.
!{ Is that about right, Ed4?

FIEDLER: That is about right.
MR, ASH: That is about right.
QUESTION: Did you contemplate a statutory change that
ilwent into that estimate?
MR, ASH: The question is was there any contemplated
| statutory change that went into that difference? No. The

difference was the difference that derived out of that

‘economic forecast change and, as I said earlier, we have

i
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never changed so much so fast in budget preparation season
than we did this year. That made it a little tight to get
the budget in your hands, but you notice you have them.

QUESTION: Was there any change in the CPI nuwbers?

MR. ASH: There were changes in the whole set of
economic assumptions. All the economic assumptions were
brought right square up to date a week ago last Wednesday
and became the basis of all the data that are in the
budget,

QUESTION: Were there changes of that magnitude
in the CPI?

| MR, ASH: I don't know the numbers in CPI, but they
were about the same, were they not?

MR, McOMBER: They were very minimal.

MR, ASH: As ycu know, one-tenth of one percent
difference in the CPI rate is not something that we can
allvaccoant for or justify or provide a tremendous amount
of statistical support for. fThat number is not subject

to that degree of precision.

QUESTION: Mr., Ash, if you wexe to erase the President's

econonic recovery program from this, what would the

deficit be?

MR, ASH: I presume you mean separate from the energy

message because that is a different thing,

Here is an easy way to answer it. $10 billion of

4l
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the 1976 deficit comes from 2 tax reduction. That is of
the total of the $16 billion tax reduction, $10 billion
falls in fiscal 1976,

Now, were that $10 billion not to be placed back
into the economy by a tax reduction the effect wouldn't

be exactly $10 billion, Placingldtibgcktgbackagenerates

- some further revenues back to the government of about

$2 billion, say, so it would have an $8 billion effaect on the
deficit.

The deficit instead of being 52, would be about 44 were

~ there not the tax reduction package proposed for the’

deliberate purpose of stimulating the economy,
AV Ed, would this be reasonable?

MR, FIEDLER: Those numbers are sc hypothetical.
A couple of billion dollar difference.

MR, ASH: It is only a couple billiocn dollars.

QUESTION: 1Is your estimate of the slight surplus
with full employment based on 1974 of five percent or on
the conventional four percent?

MR, ASH: The data I put on the chart was based
on 1974 as a norm year only so as éo avoid those arguments
that one always gets into when he beging to argue the
full employment calculations,.

You will on the other hand find in the budget




a4 43
¥ the full employment calculations made in its proper classical
£ || style and the surpluses would be zomewhat bigger on that
5 i basisg,

4 T said for the puwrpose of that data shown up here ~-
5 ? let us not get into all those arguments --let us take a
- year that was a recent year, a real year, and eliminate
, ) the theoretical arguments. So we said what
8 i 1f the economy were operating at the level of 1974 and that led
9 ‘tc the conclusion we would today have an approximately
10 i balanced budget for both 1875 and 1976,
11
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QUESTION: Mr. Ash, if Congress cuts the Defense
budget, can some of these other cuts be reduced?

MR. ASH: The question was: If Congress cuts the
Defense budget, can some of the other cute be reduced, that is,
can expenditures be reinstated.

This Defense budget is a tight one. You saw the
chatt that I put up there showing that we are at the lowest
constant dollar level of many, many years, 25 years,

and a lower percentage of GNP than at any recent time. It

is a very tight Defense budget.

It has bsen cut from what it otherwise might have

"been. Three~quarters of the employees in the Federal

Government are covered by the Defense budget and thus when
there is a cap on pay, that cap applies very significantly
in the Defense area.

In fact, the $92.8 billion of outlay for defense would
be 94.6 billion were it not for that cap. So it is an
intagral part you might say of the $17 billion package, because
the Defense Department includes so many of the cuts that
are in the $17 billion package.

I think one shouldn't look outside of the Defense

- Department to get the best possible way to deal with defense.
 The budget should be l-oked at for what it is. The needs

for naiional security should be related to need expressed different
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i ways =~= I don't think we should think of it in trading off
against anything else.
QUESTION: Mr. Ash, do you look back to Vorld Var
II for defiecits that are remotely comparable to these?
MR. ASH: The question is: Do we look back to
World War II for deficits that are remotely comparable.
Actually, if we look back to World War II, we
find deficits that were not at all comparable, We find deficits
that went to 20 or 30 percent of GNP for gix ° -
yveaers or five years, I guess, in a row. I was a totally
different level of deficit relative to GNP.
Now, there are those who say that in absolute
dollars these are big. Of course they are, but as Walter Heller
said, we shouldn't get fisecal acréphobia and just be carried

away with big numbers without putting them in proper reference

context.
What I have done here is to put our numbers in
the proper reference,. Certainly relative to GNP, several war
| years . in a row had higher deficits than they do in

the years that we are now looking at.
QUESTION: What would be the impact of the Ullman
tax package if it would be enacted instead of the President's?
MR. ASH: The question is: What would be the impact
of the Ullman tax package if that were substituted for this.

We haven't calculated its impact because we believe
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~ point of view, today's discussion should be concentrated on the |
‘budget. The economic message should be the focus of your

‘discussions and questions a couple of days from now. We had

. : QUESTION: As economic adviser -« I asked about the
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that this is the program that should be considered by the
Congress.

We will work with them in doing so but the last
thing we can do is to go around and price out every proposed
program that is put forth as an alternative.

We think we should look at the total program before
we consider its economic implications and not just take

individual pieces that may from time to time be advanced. Thus,

we haven't priced it out.

QUESTION: You, in your answer previous to that, saidg
the chief economic spokesman, who is noticeably absent, has
fiscal acrophobia.

MR. ASH: The question was: Was I suggesting that
the chief economic spokesman has fiscal acrophobia.

Absoclutely not. He is fiscally very realistic
and he will discuss it with you at great length, I am sure,
on Tuesday. But I must say, even though he is not here today,

one of the reasons he is not here is that we think, from your

RTINS ROt

breakfast together this morning to make sure that we are
interlinked, and that we were both looking at things the same

way. 1 can assure you ih&t he doesn't have fiscal acrophobia.
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spokesmén°

MR. ASH: That: is the thinking of the chief
economic adviser.

QUESTION: I was thinking of the chief economic
spokesman.

MR. ASH: The reason his chief economic spokesmnan
is not here today is that he is in London dealing with the
international dimensions of the things that we are here talking
about domestically. We do have Steve Gardner here, his

deputy, and I would hope that you would get some questions

“his way.

QUESTION: Would he answer that question? Does
the Treasury support Mr. Ash's views on these things?

MR. GARDNER: The Treasury is just as concerned
as they have been about the size of these deficits and the.
relationship to GNP 1s one way to look at a deficit in a strong
and booming economy .

We need to have a strong and booming economy. I
think the reason we accept the deficits in the President's
program and are working together in the Administration to
move the economy forward and get that private sector,which
you have heard Mr. Ash say is more than two-thirds of our
economy, moving again through the tax jmmghﬁm and the - .
tax rebate and the like.

We are all, I am sure, concerned about the size,
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/ ' you spoke of, you said it was in classical fashion. Is that
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no matter tc what standard we relate them. If you look

at the chart that goes out to the year 2,000,and you saw that
payments to individuals and federal expenditures would represent
more than two-thirds of GNP, all I can say is I don't want to

be trying to design tax systems thet raise that money.

QUESTION: Mr. Ash, on the full employment budget thy

‘a classical 4.0 or 4.8?

MR. ASH: In the budget itgelf on page 46, the full
~ employment calculation is shown and it is on the four percant
classical base.

You will notice that on that base the margins in
'75 are $17 billion and in '75 $12 billion, which are different
numbers than you saw up here,

You alsc noticed, it is all of the way back to
page 46 before we even discuss it.

QUESTION: Mr. Ash, since Mr. Simon is attending
a meeting on the international impact of the project, could
you tell us whether you feel that American allies consider it
inflationary, especially given your unémployment assumption?

MX. ASH: The question is: Will Ameriean allies
consider this budget sufficiently inflationary as they look at
it from the outside.

The expressions that we have had sc far from those

o
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that head other countries and are concerned with this is
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that they have been quite satisfied, and have so expressed
themselves, with the policies that are implicit in this budget.
I think as the discussions are going on over there in London
now, that will be reaffirmed.

They have already said that they support generally

ané substantially the positions we have taken.
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QUESTION: Mr. Ash, could you discuss briefly the
relationship of the foreign economic aid program and the
military program to the budget, and what size or what the
calculations are, what requests the Government will make to
the Congress for foreign aid in this coming fiscal year?

MR. ASH: The qguestion is will I discuss the relation-
ship between the foreign aid aspects of the budget and the
rest of the budget.

I guess that is the main question.

And what are the numbers that are shown for that?

Now, the numbers are set forth in g budget\tabla this
year that are a little different than they have been in
past years. I think it is one that you will find very useful
if I can figure out what page it is. It is page 83 in the
budget, itself.

In the budget on page 83 is a table,set forth in
a fairly comprehensive way on foreign aid of all kinds.

I think there you can see the component elements of it.. A
major increase is proposed for the military assistance, shown
up in the top asection.

Again here, and you heard the President make state-

ments on this recently and Secretary Kissinger make statements

~on this recently, foreign aid is not merely for the benefit

- of foreigners. Foreign aid is also for the benefit of all

Americans. It is for the benefit of providing world security
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cur own national security, and amounts spent for that purpose
are certainly to be considered ones of benefit to the American
people.

There are some difficult problems overseas that we
have to spend monies on and propose to spend some on. The
supplemental that the President gent up for South Viet Nam
and Cambodia are included in the budget numbers for 1975 and
1976, we do think it is essential, and I won't repeat
what has been already said on the subject, but we think it
is essential that the Congress concur with the President's
proposal on those.

QUESTION: Mr. Ash, I wonder as you wind up your
job, would you be willing to say tc what degree the policy
decisions ¢f the Republican Administration of which you have
been a part are responsible for the budget and economic
picture that yeou have presented here today?

MR. ASH: The question is to what degree are the
policies of the Republican Administration responsible for
the budget and economic picture presented here téday?

Of course, the Republican Administration is respon-

sible for the budget presented here today in the sense that

it is its set of policies, programs and priorities that

it proposes to the Congreszs. I think, though, what you had

in mind was to what extent is the Republican Administration

‘responsible for the economic condition in which we find ™ -
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 ourselves. That may be the line of gquestioning that you have. -

- shortages and the price increases that came from those, They did
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I am sure there are many people who have many
different assessments as to cause, but when we look back and
when history looks back and Qrites the story of how we got
here, I think they will recognize that during calendar year
1973 we were moving our way fairly well down to what we then
called a soft landing and a good, solid economic base going
into the'years ahead.

But also, as we look back WwWe see, the oil embargo

and the price increase along with the agricultural product

inject factors into the economy that certainly changed that
soft landingio a much harder one than was expected.

Over and above that, the guestion is who ié responsiblg
for what policies. I can certainly say that in regard to some
of these things that I have put on the screen here about the
underiying forces behind the budget,.there.is plenfy of
responsibility to divide up as to how those forces got built
into the budget and to the degree to which those forces have
contributed to the past inflation and may prospectively do
80,

' So the blame can be divided up. I don't believe

' we can place it on the shoulders of the Republican Administratio?

or earlier Democratic Administrations or even for that matter :

e
I,
<%

“on any administration. There were last year some very
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significant outside forces.

So let us share the responsibilities and hopefully
we can get an equal sharing of the responsibility to deal with
the problems that we no& have, let alone those that got us
here.

QUESTION: Mr. Ash, do you have an estimate of how
much of the §17 billiorn in cuts will impact directly on State
and local governments?

MR. ASH: The question is: How much of the $17 billian
of cuts will impact directly on State and local governments?

State and local governments this year, fiscal '75,
will receive from the Federal Government about $52.6 billiaﬂ
and in 1976, $3 billion more, $55.6 billion.

Now, in addition to the State and local governments
receiving those monies in direct grants, there are some changes
proposed in this budget, particularly as it relates to sharing
of various program costs. The effect of the changes implicit
in this budget would reduce the Federal funds available for
State and local governments. To put it another way, they
would increase the need for State and local government financing
by just short of a billion and a half dollars fér fiscal 1976.

So, Paul, do you want to add further to that?

So those are the numbers to have in context, $52.6

billion and $55.6 billion of grants. This !
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proposal does have an effect just short of a billion and a half,
which is not included in the numbers I have quoted.
Additional State expenditures of $1.5 billion
will be required to match or otherwise
carry out the kinds of program construction we have in here.

QUESTION: Would you give us the detail of what the
President had in mind when he spoke of reduciﬁg programs that
had been considered uncontroliable?

MR. ASH: The question, can I give an idea of what
the President had in mind when he said he would reduce programs
heretofore considered uncontrollable.

Much of the $17 billion package is exactly that and again

let me reccount tc you what they are so that they are not just

an amorphous group, but so that you can identify them program

by program.

There have now been submitted to the Congress eight
eight deferral and rescission packages. I think you have
copies, or at least they were available, of the materials that
went along with each of those eight over a time starting
September 22 for the first one. That is a big portion of the
total.

In the State of the Union message and accéompanying
it was a fact sheet that set forth on page 22 a number of other,
reductions and in this budget, itself, as Dale McOmber

mentioned a little while ago in response to a question, there
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is another $3 billion or so of reductions and all of those
together comprise the $17 billion.

Why is it that the President says we are going to
take programs that were heretofore called uncontrollable and
make them controllablie? It is because the President does not
have the authority of his own to change these. It does require
Congressional concurrence.

We therefore have before the Congress the deferral,
rascissions and proposed legislation for that concurrence
and there is a list, in fact the list includes 200 items, I

guess, by now. It must be of that order, about 200 items that

all together are included in that $17 billion.
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{ QUESTION: Mr. Ash, with regard to payments to
State and local governments, is there some kind of a breakdown
q by fields of education, health, and whatever?
| MR, ASH: The question is, is there a breakdown by
| field of amounts paid to State and local governments?

I have some data here, it is in the special analysis

that has that breakdown and you will see it. It begins on

page 235 in the special analysis, that is the breakdown of
the totals that I had earlier given you.
QUESTION: Mr. ash, in view of the fact that in the
past two or three weeks the decline in revenuea and the
- increase in unemployment due to the recession have been
80 accelerated as to cause a 10 percent change in your
budget deficit estimates, what assurance san you feel that

that will not continue and require a further change?

! MR. ASH: The question is -- gsimilar to the one

asked earlier -- in view of the fact that we have changed
~ the expected deficit $5 billion or so in the last few weeks,
what assurance can I provide that we won't contifue to do
the same thing in the next few weeks.
Of course, the economy changes and nobody can predict

with certainty. I do think oan the other hand,and I am sure

all of you see beginning signs,of a leveling out of some of
! the statistical indices that have been moving fairly fast in

a downward way in recent times,
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Not all of them are, but at least there are some
beginning signs, but one cannot guarantee that the econonmy
will either remain exactly as it is or will be exactly as
forecast.

But at this moment, the budget represents the best
view we have of what we do expect out into the future.

Joe Laitin says I can have one more questiun,

We nnegotiated on that and he said one and I said
three., So we negotiated at three.

QUESTION: You said at some time the President would
be ready to change his progrems if conditions got worse.

MR, ASH: Or better.

QUESTION: But how much worse’would unemployment have
to get before he would prasent something different?

MR. ASH

[ 1)

Well, that is a hypothetical question,

It is impossible to answer or can I say he is watching one

- particular statistic or another one, and what are the

thresholds for action. Action will be taken when called
for and it can be called for by any numbér of changes.

QUESTION: Mr. Ash, if there had not been an oil
ewbargo, and if the price of oil had not increased, and if
1973 and 1874 had been bumper years, would you be presenting
a balanced bndget and would rates be lower?

MR, ASH: That is another question of the same

‘sort.

57
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If we had not had all of the problems of the last
year such as the oil problem ahd agricultural problem what would
the budget look like, and would it be balanced?

We were coming in reasonably well with the economy

headed for in a soft landing and let ué assune we would have

mgodglg sggff I}aaged i§gén g:cause you may remember a year or so
ago we were looking to the possibility and hopefully the
desirability of a balanced budget. It could well have been
this time. |

But who knows with precision because it is very
difficult to compare this budget, let alone a possible
alternative hypothetical budget, and so we didn't compare
that.

QUESTION: How much are your projections and

éstimates based upon the correct behavior of the Federal
Resexve and do you have any undeﬁstan&ing with Mr, buorns
on that?

MR. ASH: The gquestion is, how much are the projectiona
and estimates based on the correct behavior of the
Federal Reéerve and do we have any understandings on that,

Dr. Burns has worked with us, with the President

and all of the rest of us, in the process of putting into
place those policies and those programs that are in turn

reflected in the budget.

ﬁ\ : I am confident that his participation has been
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such that he will manage the affairs of the Pederal Reserve
Board consistent with the program that we have set out here.
Obviously it is an independent board and he will manage

it as he sees best for the economy, but he is fully aware of
and was in fact a participant in the discussions that led
to these programs and I think that that should give us a
clue that he will conduct himself with that knowledge.

QUESTION: Thank you, Mr. Ash,

MR, LAITIN: For those of you who may hava some
micro questions, I am sure the Associate Directors will be
glad to stand around here for a few moments.

I want to remind you that the only appearance hera
which is for lmmediate release was the President's remarks,
Everything else is embargoed for 12 noon EST on Monday
and I would like to sound menscing when I say that.

Thank you.

END {11:23 A.M.)






