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I. 	 ECONOMIC PROGRAM AND PROSPECTS 

The Presldent's'economic policies outlined in his State 
of the Union Message are designed to keep the economy' on 
an upward path toward two central long-term objectives: 

Sustained economic growth without inflation; 

Jobs 	for all who seek work. 

A. 	 SUS~AINED ECONOMIC GROWTH WITHOUT INFLATION 

BACKGROUND 

At the beginning of 1976, the American economy is well 
on the way to recovery from the d~epest recession since 
the 1930's. One year ago most economic il1g,~cators includ­
ing unemployment, inflation and production were deteriorating. 
The most significant economic feature of 1975 was that the 
economy turned around and steadily grew h~althier during 
the last half of the year. The double digit inflation of 
over 12 percent in 1974 was reduced in 1975 to an estimated 
6.9 percent. Further progress is expected in 1976 when a 
rate of 5.9 percent is forecast. The further reduction in 
the anticipated rate of inflation is expected to coincide with 
a continuation of the recent healthy recovery in the standard 
of living. Real gross national product is expected to 
grow by 6.2 percent in 1976 and 5.7 percent in 1977. 

DESCRIPTION OF PROGRAM 

1. 	 Spending Restraint and ~ Balanced Federal 

Budget Q.l. 1979 


The President's budget recommends $394.2 billion 
in Federal outlays for FY 1977~ a reduction of 
nearly $29 billion in the projected growth of 

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

2. 	 Tax Cuts 

The President will seek fUrther permanent tax 
cuts for the American people, effective July 1, 
1976. In keeping with his budget to contain 
the growth of Federal spending, the President 
re:affirmed his proposal for a $28 billion 
permanent tax reduction. The President's 
proposed permanent tax reduction is $10 billion 
more than the temporary tax reduction (annualized) 
enacted in December. 

more 
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The Pres ident is ,perr:anent procram has the follo\,ling
major features; , 

, ' 

an increase in the personal exemption from 

$750 to $l~OOO, 


substitution of a sinr;le standard deduction ,--­

$2) 500 for married couples filine; joint ly and 

$1)800 for single taxpayers ,-- for the existing 

lmr income allowance and percentage standard' 

deductionJ 


a reduction in individual income tax rates 

, (see Anneies A and B).; 


a permanent, 10 percent investment tax credit; 

a reduction in the 'maximum corporate income 

tax rate from 48 percent to 1~6 percent and 

making permanent the 'current temporary t-ax cuts 

on the first *~O~OOO of corp6rate income~ 


a program to. stimulate construction of ne\'1 

electric utility facilities to insure that 

lon~-run econdmic growth is not limited by

capacity shortages in the production of 

electricity (see Annex C). 


b. Calendar Year 1976 

Since taxpayers compute their taxes on a calendar 
year basis, the President is proposing: tax liability 
changes for calendar year 1976 that mesh his per-· 
manent proposal with the Revenue Adjustment 'Act of 
1975 and approximate the effect of applying in 1976 
the current temporary tax cuts for six months and 
the P:rE;si(~ei1t' ';, perr.mnerit tax cuts for six months. 
The President's full proposed tax liability changes 
will apply for 1977 and subsequent years. 

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

The specific tax liability provisions that will 

apply in calendar year 1976 are; 


Tax Cuts (Compared 
~o 1974 law) 

For individuals: 

a personal exemption of 0875 ~; 5.4 billion 

a per capita exemption credit of 
$17. 50 ~ \,-lith alternative taxable 
income credit equal to 1 percent 
of the first $9~000 of taxable income 
(i.e., maximuQ credit equals $90); $ 4.6 billion 

more 
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standard deduction changes $ 4.1 billion 

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

· a percentage standard deduction 
of 16 percen~ of Adjusted Gross 
Income with a maximum of $2 < 6'50 for 
Joint returns and $2,100 fo~ singles; 

an average of the rate structures 
under present law and the President's 
permanent tax cut program (see 
Arinexes A & B); $ 3.6 billion 

an earned income credit equal to 5 
percent of earned income with a 
maximum of ,'$200 J pha'sing out at 
$8;000 of earned iri60me or adjusted 
gross income, whichever is 
greater. $ 0.7 billion 

TOTAL INDIVIDUAL CUTS $18.5 billion 

For business: 

a reduction in corporate rates $ 3.2 billion 

· the rates will be 20 percent 
for the first $25,000 of taxable 
in90me, 22 percent for the second 
$2~,000 of taxable income J and 
47 percent for taxable income above, 
$50,000. 

the program to stimulate construc­

tion of electric facilities, 

effective July 1, 1976. $ 0.6 billion 


TOTAL INDIVIDUAL AND BUSINESS 
TAX CUTS $22.2 billion 

c. Comparative Tax Tables 

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

more 
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B. JOB CREATION AND E!'1PLOn'lEI~T 

BACKGROuim 

Considerable progress has been achieved during the past year. 
There \'Tere 35.5 million Americans at work in December}
1.7 million more than at the low point in March 1975. 

I
The President's approach to the unemployment problem has em­
braced three sets of policies: 

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

2. 	 Providing increased fu~ds for established and 
proven Federal programs iucluding Comprehensive 
Enployment Training Act (CETA), ,summer youth em­
ployment and public service employment. 

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

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

DESCRIPTION O~ PROGRAl'1 

The President has proposed four new prdgrams to promote 

additional investment and create new jobs: 


1. 	 'I'ax Cuts 

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

2. 	 ~ccelerated Depreciation for Construction of 
Plants and Equipment in ~igh Unemployment 
Areas 

To speed up plant expansion and the purchase of 
new equipment i~1 high unemployment areas, the 
President proposed permitting very rapid depre­
ciation for businesses constructing new plants, 
purchasing equipment; or expanding existing 
facilities in areas experiencing unemployment 
in excess of 7 percent. Construction of such 
facilities must begin within one year of today 
to be eligible. 

The program would accelerate the construction of 
new industrial and commercial facilities in 
areas of high unemployment where ne\,l jobs are 

more 
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" most needed. It v70uJ.d iI11"'!.ediately benefit the 
c.onstruction ind.,tBtrr -- one of the most denressed 
industries in tne eeonocy ... - and would create 
productive, perr.lanent, ~'lell-oayin8 jobs in the 
private sector. 

The incentives'provided by this pronosal are 
substantial:'For exam~le, in the case of a build­
ing with a 3D-year useful life, the ta::tnayer would 
be able to ~'1I'ite off one-third of the cost in the 
first 5 years as cOr1!>ared with 23'peJ;'cept under the 
ljlost accelerated nethod o~ depreciation nOll avail ­
able~ For equipment, the entire cost of equipment
with a l2-year useful life could.be written off in 
5 years cOMpared to 60 percent under the double 
declininr; balance method no'to1 availahle. 

The program has the following provisions: 

Qualif*irig Loc'ation: Any Labor Market Area (UtA)
wliichad an avera~e uner.'!ploytlent ;rate of. 7 percent 
or ~ore for calendar year 1975. If the unemoloy­
ment rate for such year in arty state, e:lc,clusf.ve of 
the U'fAs in such state, was 7 percent or more, all 
areas of such state outside the vit\s ~'lot1ld also 
qualify. A list of potentially qualified Labor 
!farket Areas is at Annex E. 

~ualifYint Real Estate: Any comrnercial or industrial 
aci1ity ocated in a qualifyinp. area, the con­


struction of ~Yhic:l is cornnenced on or. after 

January 19, 1976, and before January 20, 1977, 

which is coTtloleter! "Ii thin 36 months. Conmercial 

and industrial facilities include factories, ~mre­

houses, shoppinp; centers and o:€:f:ice buildings, but 

do riot include residential real estate of any kind. 

Distinct additions to existin~ facilities will also 

qualify for these benefits~ . 


9ualifyinr; Eguipnent: Production enuipI'.lent which 
1.5 ordered ourinr; the year cOmLlenciri~ January 19, 

1976, and placed into service in a aualified 

facility' or addition ~'1ithin 36 months thereafter. 

Equipment for existinR facilities or e~uinnent 

such as over-the-road equipment and rollinr; stock 

does not qualify. ' 


Amortization of 0ualified Real Estate: Amortiza­
tion will be 'aIlo\"1ed over a period equal to one-half 
the shortest life ~7hich a taxpayer may now claim 
under any provision of the Inte1~al Revenue Code 
and Re3ulations. The definition of real estate, 

,as distin~uished. fron equinment, for:· :this 'I'urpose 
~~ill be the sat:le as is used in the investment credit 
code provisions. 

Amortization of Equipment: Equipment'can be 

amortiz'ed oversixty months· by the straip;;t-line 

method :'=rorn the date the eQuip'rlentis placed in 

service. 


Investment Credit for Equioment: The full invest­

ment tax credit v1Oulc1 stilt be allm'1ed if the 

useful life of such equi1)ment, under oresent tests, 

is 7 years or more. Thi's is a most si~nificant 


more 
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benefit which ,(-1i11 make the election to anortize 
ouch more attractive than if the taxnaver were 
1inited to ~"o-thirds 0::: the investnent credit as 
is the case under current 1aH Hith res"')ect to 
property depreciated over a five-year 'period. 

Application to Electric Utilities: This proposal 
would not apnTy to electric utilities if the 
Administration's pro~ram re1atinp, to the taxation 
of such utilities is iM~lemented. 

3. Broadening Stock Ownershin 

The President proposed tax incentives to encourage 
broadened stock ownership by low and middle income 
'tY'orkin~ Americans by a110~lin~ deferral of taxes on 
certain funds invested in CO!lI!1on stocks. Uidespread 
stock O'tmership ''li11 promote more stahle financial 
markets; strengthen economic, social and. political 
support for the free market systeT'lj and help 
employees build a reasonable estate. Details 0:1: 
the program ~1i11 be worked out with the Conr;ress. 

The proposal has the fo110't-7in3 general features: 

-- A Broadened Stock Ownershin Plan (3S0P) could. 
be established by individuals' ~ by eop10yers for 
the voluntary participation of their employees. 

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

-- Participation would be restricted to individuals 
in the middle and 10~'7 income ranges throuf,h a 1ir,li t 
on the maximum amount of the annual contrihution 
e1ir,ib1e for· exclusion fron income tax, with partic­
ipation phased out at higher incone levels. 

-- Funds in a BSOP would have to be invested in 
common stocks, ,(.o1hich could take the forn of an 
interest in a mutual fund. 

Funds in a BSOP '(V'ou1d have to remain investcd for 
at least 7 years and are subject to tax at t~e time 
of ,(-7i thdrawal. 

Income earned by the BSOPwou1d be exenpt from 
tax until withdra~m from the plan. 

-- The plan 1;'1ou1d go into ef.fect July 1, 1976, and 
the full deduction would be allowed for calendar 
year 1976. 

4. Estate Tax Proposal for Family Farms and Businesses 

The President pror>osed a chanp,e in the Federal estate 
tax 1a'(Y's to make it easier to continue the family
o'(mership of a small farm or business. The proposed 
chanp,es would stretch out the estate tax paynent 
period so that Federal estate taxes can be ~aid 
out of the inco!:le of the farm or business. No 
payment will be required for five years and 20 years 
will be allowed for full payment of estate taxes at 
a 4 percent interest rate. This reform will help 
ensure the survival of smaller farms and businesses 
for future generations and allow then to exnand their 
current operations. 

more 
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The proposed change would liberalize.the present 
rules under section 6166 of the Internal Revenue 
Cod'e which perml t the payment in ,10: annual install ­
ments of estate taxes attributable to a family farm 
or other closely-held business constituting a sub­
stantial part of ~n estate (35 percent of the 
total estate '6~50 percent of the taxable estate). 
Currently, inteirest on deferred estate tax payments 
is charged at the normal ~ate on overdue tax payments 
(currently 9 percent; but 7'percent effective 
February 1 j 1976) ;::. 

The proposal has the following features: 

. . . - . . . 


--- At the estate i s option; a five-year"moratorluhl 
'wiJ;:]J-appiy topaymQllt'lof that portion.of tbe ti;ix, 
'~~~ti1lityatt~ibutabl~'toc·an,ownersh1p interest 
:in a family farm or other closely-held business 
qualifying for ten-year installment payments under 

present section 6166 of the Internal Revenue Code. 

No inte~est will accrue during the five·year 

moratorium period and no principal or interest 

payments will be required during that period . 


.. - At the end of the five,"year period, the . 

deferred tax will, at" the estate's "option, be 

payable in e~ual anrt~al installments over the 

next 20 years. 


-- Interest on the installments will be reduced 

to 4 percent per annUm from the 7 percent rate 

generally applicable to deferred tax payments. 


-- The five-year moratorium and twenty-year 
extended payment provisions will apply only to 
the estate tax liability attributable to the 
first $300,000 in value of the family farm or 
business. Between $300,000 and t600)000 there 
will be a dollar for dollar reduction in the 
value of the farm or business qualifying for 
the moratorium and extended payment provisions. 
That portion of the tax not qualifying will 
continue to be subject to ten-year installment 
payments with the 7 percent interest rate. 

more 
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II. HOUSING ASSISTANCE 

':i.'he President announced additional housing assistance for 
500,000 families. 

BACKGROUND 

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

DESCRIPTION OF PROGRAM 

Subsidies will be provided for up to an additional 400,000 low 
income families under a rental housing program in fiscal year 
1911. This includes 125,000 units of new construction or 
substantial rehabilitation. This program (commonly referred 
to as the "Section 81i program) pays the difference between a 
percentage of family income and the rent charged by the 
landlord. 

During FY 1911J mortgage subsidies will be approved for an 
additional 100)000 families with moderate incomes to help them 
buy newly constructed or substantially rehabilitated homes, 
under the revised Section 235 homeownership assistance program. 

more 
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III. 	REGtT.L.!\TqRY nEFO~Jl 

The President reemphasized. his 'concern that government 
regulation be moderrd.zedto provide a rational and efficient 
regulatory system serving: t;.6day~s.needs.' . 

BACKGROUND 
.' .4.. 

President Ford has adopted the reform of government regula­
tion as a principal goal of his ~dministration. He has ordere 
a critical review of all Federal regU:latorY:'~ctivi ties to 
elil,linate regulations which are obsolete and inefficient in 
today's' economic environment~ . Regqlatory reform is an 
essential p~rt.of the President's effort to make government 
more 	 responsive to current economic and social realities. 

A. 	 PRli~~ipALOBJE:CTIVES OF: ~E AONIHISTRATI01'-J IS PROGRAll 

1. Benefit consumers ~.encouraging increased~comJ2~tition. 
Competition fosters innovation, encourages new businesses f 
creates new jobs, ensures a-wide choice of goods and 
services, and helps to keep prices at reasonable levels. 
By eliminating 'arbitrary barriers. to entry and by 
increasing pricing flexibility .. ' the Adrriinistration hopes 
to restore competition in the regulated sectors of the 
economy. 

2. 	 Incr~as~ ~erstandin~ ~f .th~ ~~ of regu~a~i~. ~often 
the real costs of'regul.atbry activities are h~dden J..rom 
public view. Inefficient and outdate-d regulation costs 
consumers billions of dollars every year in unnecessarily 
high prices. 'rhe Administration believes that these 
costs should be subject to the same criti,cal attention 
devoted to the Federal budget., .. 

3. 	 im2..~ ~ethods 2! achievin2. tI;~ Objectives of r79:ulation. 
nmany ~nstances, regulation ~s necessary, part~cularly 

in the heal:th, environment and safety areas. :lm'lcver, 
reyulation can impose a considerable cost burden on the 
consuming public and on the economy. The Administration 
is concerned that public protection be achieved in the 
l'uost 	efficient manner. 

Substitute increased antitrust enforcement'for adminis­
trative regUlation. In the past, regulationhas often 
~een a substitutefor competition.: 'rhe Administration 
~s seeking to reverse th,is pattern and believes that 
antitrust enforcement has an important role in keeping 
costs and prices down. 

:d. DESCRIPTION OF PROGRAH 

In October, 1974, the President initiated the reform program 
by asking Congress to sponsor jointly a i~ational Cor:lnission on 
R79:ulatory Reform to study the problems of Governr.l.ent regula­
t~on, but so far, Congress has ·taken no action. Accordingly,
~7 ~dm~nistration is pursuing the following specific reform 
~n~t~at~ves: 

..,: ~1. 	 Expa~ded Antitrus~ Activi·ty. In addition -to providing 
for ~ncreased ant~ trust enforcement resources,' the 
Administration is question.ing antitrust, irnrnu~ity now 
granted to numerous 'industrie-s. ·'ivIany of the 'Adninis':' 
tra~ion I s legisl~tive p~-oposals will elimi'nateunnecessary 
ant~trust exempt~ons wh~ch restrain :competit,ion. 

, , . 

more 
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2. 	 ~ndependent Regu13t~£Y Co~nissions. The President 

has met with the Commissioners of the 10 independent 

Regulatory Agencies to emphasize the importance of 

regulatory reform. He has asked the Commissioners 

to: analyze the economic costs and benefits of 

their actions; reduce regulatory delays; better 

represent consumer interests; and eliminate outdated 

regulation. 


·3. 	 Executive Branc~ Agencies. Departments and Agencies 
are now required to analyze the inflationary impact 
of major new legislative proposals, rules and regu­
lations. This requirement is designed to measure 
the econ6mic costs of Government regulation. 

4. 	 Commission of Federal Paperwork. The Commission has 

been established to study the impact of Govern~ent 

reportini·requirements on businesses and individuals. 

To ass-ur'e action in the short-run, the Administration 

is working now to eliminate unnecessary Govern~ent 

pape~'wrk requirements. 


5. 	 Transport€1tion Regulatory Refo~. The Administration 

has developed, specific legislative proposals to reform 

transportation economic regulation. 


The Railroad Revitalization Act, introduced in 
May, 	 1975, seeks to r~build a healthy, efficient· 
rail 	system by. eliminating outdated regulato~y 
restrictions.~~t will enable the railroads to 
compete mo~e .eff~ctively with other f9rms of 
transportation. 

The AViation Act of 1975, submitted.inOctobe~j 
1975, 'o1ill improve the airline regulatory en­
vironment by fostering price competition and by 
allowing eXisting airlil"les' to serve new marke.ts 
and new carriers to enter the industry. 

The Motor Carrier Reform Act, introduced in 
November, 1975, will increase competition in the 
motor 	carrier industry and provide shippers and 
consumers with a wider range of services arid 

prices. 


6. 	 Financial Institutions Act. The Administration sub­

f:1itted last r,1arch the Financial Institutions Act 

which will enable small ~avers to earn higher iriterest 

on savings accounts and provide mo~e diversified 

financial services to all customers. 


7. 	 Energy. To help assure adequate supplies of ehergy, 

the Administration has proposed legislation to de­

regulate the price of -ne\,1 natural gas.' . 


The follO\dngAdm1nistration legislative initiatives have been 
passed.by the ,Congress and signed by the President: 

8. 	 Fair Trade Laws. The repeal of these laws, which' 

allowed manufacturers to dictate the retail price 

for their products, can save consumers an estimated 

$2 billion per year. . .. 

9. 	 Securities. President Ford signed the Securities 

Act Amendments of 1975 last June, to' promote ··c6m­

petition amdng stockbrokers and to establish a 

national stock market system. 


more 
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IV. ENERGY 

The President's State of the Union'Message rev:1.ew:ed the 
Nation's current energy situation and reiterated major 
policy objectives. With the legislative accomplishments 
to date and administrative actions taken by the President, 
the Nation wili achieve more than 80 percent of:the 
President's near-term goal for reducing vulnerability to 
another embargo. 

BACKGROUND 

In last year's State of the Union Message, the President 
announced a set of pblicy goai~: 

In the near-term 1975-1977, halt our growing 
import dependence 

J 

by reducing oil imports by
"2' mfi:ilon barrels per day '(MMB/D) before the 
end of 1977. 

In the mid-term, 1975-1985, attain, energy 
independence by achieving invulnerability to 
oil import disruption; this means a 1985 
import range of 3-5 Mr1B/D, repl'a:ceable by 
stored supply and emergency measures. 

In the long-term, beyond 1985, mobilize U.S. 
technology and resources to supply a signifi ­
cant snare of the Free World's energy needs. 

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

In "D~cember, the President signed the Energy Policy and 
CQns~rvation Act of 1975, which contains several of his 
proposals, including: 

A natiQnal strategic petroleum reserve to provide 
a stockpile for future embargoes. 

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

An oil pricing formula that provides for decontrol. 

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

~xtension of the Federal Government's ability to 
mandate' utility and industrial conversions to coal 
from oil and gas. 

more 



12 


A. PENDING LEGISLATION 

Other Administration proposals now before the Congress 
include: 

New natural gas price deregul~tion and emergency 
measures have passed the Senate and will soon come. 
up in the House. . 

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

National thermal efficiency standards for new 
buildings have passed the House and will soon be 
considered by the fuil Senate. 

Weatherization assistance to help low income and 
elderly consumers save energy has passed the 
House and will soon be considered by the full 
Senate. 

Clean Air Act Amendmer,ts. 

Assurances for private· competitive uranium enrich­
ment industry. 

Improved nuclear lic.ensing procedures. 

Energy Independence Authority, including cormnerciali ­
zation of synthetic fuels. 

Tax credit for insulation. 

Electric utility regulatory reform. 

New energy facility siting authorities. 

B. CURRENT ENERGY SITUATION. 

Domestic oil production continues to decline. 
Production in 1975 averaged about 8. 4 I\~1\1B/D ..... a 
declin~ of about 0.7 MMB/D from .the time of the 
embargo and about 13 percent from peak production 
in 1970.' , 

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

·.Imports averaged about 6 I'TIVIB/D in 1975, about the 
same as 1974. 

Natural gas product~on declined for the second 
straight year. About 20.1 trillion cubic feet (Tcf) 
were produced in 1975) as compared to 21.6 Tcf in 
1974 and 22.6 Tcf in 1973. 

Coal productiQn lfIaS about 61~O million tons in 1975, 
an increase of about 6 percent from 1974. 

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

more 
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C. 	 FUTURE ENERGY OUTLOOK 

1. 	 Near-Term (1976-1978) ~ In the next 2-3 years, imports 
will increase unless rapid action is taken on some conserva­
tion measures, Naval Petroleum Reserve legislation, Clean 
Air.Act·amendments, and domestic production incentives 
allo'WE!d' undercurrent price controls 0 t.-Jithout legislative
and administrative action, imports would have been about 
8 Mr-1B/D in 1978, with action imports can be held to less 
than 6.5 MMB/D and vulnerability to an embargo can be 
reduced by an additional 1.3 MMB/D. 

2. 	 Hid:"'Term (1976-1935) ~There is considerable flexibility to 
improve our energy situation in ~~e next ten years. Under 
assumptions of continued high imported oil prices, . t..'le Nation's 
vulnerability to an embargo could be reduced to zero if the 
President's programs are enacted. Imports would rise to 
about 10-15 MMB/D if none of his proposals were enacted Undero. 

the program already enacted and administrative actions being 
taken, about two-thirds of our potential vulnerability 
reductions will be achieved. Further, the role of coal and 
nuclear power will be significantly expanded in the next ten 
years. 

3. 	 Long-·Term (beyond 1985) ~ The results of the U oS. energy 
research and development program will have an important effect 
on our long-te:rm supply and demand situation. Advanced 
technology is being developed for energy conservatio;n and 
for using solar, fossil, nuclear, and geothermal energy 
sources. The President is asking the Congress to increase 
funding substantially in these areas. 

more 
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V. HEALTH 

A. IvIEDICARE n,lPROVEMENTS OF 1976 

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

BACKGROUND 

The Nation's health care system continues to be one of the 

most inflationary sectors of the economy. Hospital costs 

have risen by more than 200 percent since 1965 (from 

$40/day to $128/day), and physicians' fees have risen 

more than 85% in the same period. Both rates of increase 

are significantly higher than the corresponding increases 

in the consumer price index. 

I~edicare is a major component of Federal health spending. 
It provides protection to more than 24 million aged and 
disabled Americans, and is expected to payout more than 
$17 billion for health care in 1976. However, Medicare 
has several failings.-- .it does not provide protection 
against the catastrophic financial burden of extended 
illness; and ~t contributes to health cost inflation 
by its failure to discourage patients from seeking health 
care indiscriminately. 

For hospital care, Medicare currently pays nothing for the 
first day, 100% of costs from the 2nd through the 60th 
day, a reduced percentage through the 150th day, and 
nothing at all after that. This pattern serves to 
lengthen short-term hospital stays, but can lead to financial 
ruin for persons suffering serious, extended illness. 
Medicare also requires a $60 deductible and co-payments of 
20% for physicians' services. Since there is no annual 
maximum, this provision contributes to the financial burden 
of catastrophic health costs. 

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

DESCRIPTION OF PROGRAM 

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

1. Catastrophic Cost Protection for Health Care 

For the first time, Medicare beneficiaries would be 
provided protection against catastrophic health 
costs by limiting the amounts an individual must 
pay annually to $500 for covered hospital care 
and $250 for covered physicians' services. 

2. ~ Sharing Modifications , 

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

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

3. Reimbursement Limits 

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

B. FINANCIAL ASSISTANCE FOR HEALTH CARE 

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

BACKGROUND 

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

DESCRIPTION OF PROGRAM 

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

Medicaid 

Community Mental Health Centers 

Alcohol Project and State Formula Grants 

Venereal Disease 

Immunization 

Rat Control 

Lead Paint Poisoning Prevention 

Developmental Disability 

Health Planning 

Medical Facilities Construction 

more 
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Community Health Centers 

State iiealth Grants 

Maternal and Child Health' 

Family Planning 

Migrant Health 

Emergency Medical Services 

Funds \'1ill be distributed according to a formula based on 
the size of the States 1 low income population, per capita 
income and fiscal effort. No .State match is required for 
the block grant. Aphase··in of the distribution formula 
will avoid any reduction in FY 1977 beloN the amounts 
States are estimated to receive in FY 1976. 

A State health care plan must be developed annually as a 
condition of receiving Federal funds. An open and public 
planning process is required in which broad input from 
health planning brganizations~ providers and consumers 
is assured. The plan must be available for public review 
and comment. 

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

Assuring all citizens of the State and par­j 

ticularly populations cover.ed under the 
Financial Assistance for Health Care Act. 
access to needed health services of· 
acceptable quality. 

Development and utilization of preventive 
health services. 

Prevention or reduction of inappropriate 
institutional care. 

Encouraging the use of ambulatory care in 
lieu of in··patient services. 

Provision of primary care services especially 
for those located in rural or medically underu 

served areas. 

Assurance of the most appropriate~ effective} 
and efficient utilization of existing health 
care facilities and services. 

Promotion of community health. 

States will define the specific health services to be pro­
vided. At least 90 percent of the Federal funds must be 
used for personal health care; at least 5 percent· must be 
used for community and environmental health activities, 
and a maximum of 5 percent may be used for other activities 
including planning, rate regulation~ and resource develop­
ment . Eligibility criteria ~ 'including income and other 
standards, will be determined by the States in accordance 
with the public planning process. 

more 
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C. VETERANS ADMINIS'rRATIOH MEDICAL CARE 

The President's State of the Union r,1essage disc'ussed the 
importance o,~ assuring the quality of the medical care 
which our Nation's veteraris receive. 

BACKGROUND 

In 1974, at the request of the Administration, the Veterans,. 
Administratlon conducted a thorough review of quality of 
care througl1out, its hospital system. The Qtiality of Care 
Survey resulted in the recommendation that employees should' 
be added 'to the VA medical care staff ahd that funds were 
needed td correct fire and safety hazards and dQ ot~er ' 
needed construction work. ' 

The Administration has been implementing the Report's" 
recommendations and is taking other steps to improve the~' 
quality of.VA medical care. 

DESCRIPTION OF PROGRAM 

The VA medical care system includes: 

172 hospitals 

229 out-patient clinics 

89 nursing homes 

18 domiciliary facilities 

The hospitals serve 1.3 million veterans. 82,500 veterans 
are served by the nursing homes and domicili~ry facilities. 
The out-patient clinics provide for 15.7 million ~isits a 
year. 

The 1977 budget provide~ fundsfor'allof t~e Qu~lity Care 
medical staff not already hired --'an increase of over ' 
1,700 full-time staff. 

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

On a space available basis, VA facilities are used to treat 
veterans with non-service connected disabilities. ,Many of 
these non-service connected veterans have health insurance 
coverage. The Administration proposes to require health 
insurers to reimburse the VA for the care provided to 
non-service connected veterans. At present, these insurance 
companies benefit when a veteran decides to seek care at 
a VA facility and they do not have to reimburse 'for 
expenditures for which they would otherwise be 
obligated. 

legally 
' 
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VI. INCOUE SECURITY 

A. SOCIAL Sr:CUrJ,ITY 

To assist in protectinr, the financial integrity of the Social 
Security System, the President has ?roposed a sli~ht increase 
in the payroll tax effective in January, 1977. . 

BACKf;ROUHD 

The Old Age, Survivors and Disability Insurance trust funus 
are payinR out more in benefits than their current p~yroll 
tax receipts. This is larr.ely due to increased benefits 
in the past feu years and payroll tax receipts whic!1 have 
lagged because of unemployment and slm-1ed wa~e p;rm'lth.
Unless action is taken to balance the income ann outgo
of Social Security, the trust funds will be ex!l8.usted 
in the early 1980' s . 

To prevent the raoid decline of the Social Securitv trust 
funds over the next few years, the choices are either to 
restrain increases in retirenent ani disabil:tty benefits 
or to increase revenues. 

DESCRIPTIO:I OF PIlOr;p_AJf. 

The President has included a full cost of livinr: increase 
in Social Security bene::its in his FY 1977 bucl~et. To 
assure the future financial stability of the Social Security 
system, the President pronosed, e::fective January 1, 1977, 
a payroll tax increase of .3 percent each for enDloyees 
and et.tployers of coverer! ~var:es. 

The current Social Security ta:{ rate is 5. G5~~ for each 
ecployee and enployer of covered ~va?:es. Under this 
proposal, in 1977 the tax rate ''lould be 6. l5~~ on a 
rnaxinum lvap,e base of $16.5,)1. This increase will cost 
~'lOrkers ~.,ith the t'!laxinun ta}c.nble income less than $1 a 
'-leek and will helT) stabilize the trust funds so that current 
and future recipients can be assured of the bene~its that 
they have earned. 

B. AIJ TO THE UUE"1PLOYED 

In the State of the Union Address the President SPoke of 
the importance of efforts to aid the unernryloyed. lIe 
referred to 0'10 Lleasures previously enacted by the Con~ress 
in response to his request and to the Administration's 
continued commitment to support uror;rams lo7hich heln the 
unemployed and tlhich provide traininr; and ernnloyment 
opportunities. 

BACKGROm~D 

A temporary extension of une!IDlovrnent insurance benefits from 
a maxiuum of 39 t'leeks to a naxi~uT:1 of 52,;·meks was enacted in 
December, 1974. This measure also created a snecial unemnloy­
ment assistance pror,ra~ for ';-Torkers not covered under the 
regular pro?,ram to provide then a total of up to 26 weeks 
of benefits. 

more 
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The maximum for those in the re~u1ar pro~ran was subse~uent1y 
extended to 65 ~veeks l-7hi1e benefits for those not covered 'Qy 
the regular progran Here e:-<terided to 39 ,veeks. 

DESCRIPTION OF PROG~A·f. 

The President has also proposed more permanent chan~es to 
the un~mp10yment insurance system. In July, 1975, a bill was 
transmitted to the Coneress which would: 

Expand coverage under the regular unerap10yment
insurance (UI) prograa to include ar.ricu1tura1 
workers, domestic workers, State and local 
hospital en~loyees and elementary and secondary 
school employees. 

Set'aFedera1 minimum standard for benefit levels. 

Strengthen the financinr. o~ the UI system. 

Increase the resuonsiveness of. the syste@to 
changes in the economy. 

Establish a National Cornnission on Unemployment 
Compensation to undertake a thorourh examination 
of the unemployment ~ompensation system., 

In FY 1977, it is estimated'that $14.0 billion in une~~loy­

ment insurance will be paid to ap,roxiroately 8.9 nillion 

beneficiaries under the re~ularUI proeran, the temporary

extension to 65 weeks and the pro~osed lep.islation. 


The Federal Governnent also supports ~ro~rans which provide 

emplo~nt andtraininr; oP?ortunities for millions of . 

Americans. These programs fall under the, general headl,ngs .of: 

On-the-job trainin~. 

Institutional training. 

Public service em'!'loyment. 

\·lork support/ eX!'lerience. 

Vocational rehab:i.litation. 

more 
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VII. IUCO~m, ASSISTANCE 

A. Income Assistance Sinrlification Act 

The President announced that he would su~rnit later this year

legislation gran,tine him authority to adjust various income 

assistance programs to make these proprans more consistent, 

equitable and efficient. All chan~es pro~osed under this 

authority would be subject to review and disa~proval by the 

Congress. " 

BACKGROmm 
--_,.;".0.,,";", 

The current collection of income assistance pro~rans con­

stitute a complex, disjointed "systeM" of Federal, State, 

and tocal responsibilities. "The prof;rams which comprise

the 'system'~ are inefficient and costly to adninister and 

confugirig to both'reci?ients and taxpayers. Under the 

exi~t;in8 SY8'tf!!IU, some needy persons receive insufficient 

help,. ,.;hile others "receive more assistance than they should 

have. In sone situations the proprams can have the un­

desirable effect of discoura~in~ work and ~ronotinp. a 

.breakdown of the family unit~ , 

Federal expenditures for means-tested income sunport 

programs have grqlm to more than $26 billion annually,. 

There is wides?r¢~d agreenent that these prograus req~ire

administrative sinplification, consi'stenGY araon8; program

requirements, greater equity amon?: recipients, preserved

and strengthened work incentives, and tarp,etin~ on those 

with greatest need. 

The President's proposal would provide authority ,'to modify
,exist'ing laws to make needed program and -procedural' changes
with the consent of the Con~ress. 

DESCRIPTIon OF PRo~n.A~~ , 

The proposed Income Assistance Sinplification Act will 

include the follmqinr" major provisions: . 


Prop,ram Coverage. Authoritv Hill be sou~ht only
for IJodifications to Fede=ai and Federally assisted 
means-tested nrof',rams l>lhich -rrovide benefits to 
individuals in cash or "in kind", e.5':. Food Star.l'!1s, 
AFDC, and S3!. 

Scone of Authoritr. The Act l-1Ould give t"e President 
authorITy to modL:y adninistrative procedures,
eligibility requirements, benefit levels, and. program
administration authority. 

Con~ressional Control. The Act would preserve 
ConBressional authority over all ~ronosed modifica­
tions since the Congress would have an oryportunity
for revie~'1 and disapproval. 

Duration of Authority. Five years. 

B. Food Staon ~eform 
- I 

The President indicated his intention to renel1 the efforts 

he initiated last year to reform the Food Stamp Pronram. 


I!lore 
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BACKGROUND 

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

From total Federal outlays of $30' million in fiscal year 
1964 and 360,000 participants the:Pood Stamp Program grew 
to currently estimated costs of nearly $6 billion and 
19 million participants. Through an array of deductions, 
some families with incomes in excess of $12,000 are currently
receiving benefits. 

DESCRIPTION OF PROGRAM' 

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

--', Limit eligibility fbr food stamps to those 
\ whose net_ inc9~.e is be.low the poverty level. 
~he current poverty leVel is $5050 for a 
};amily of four. . . 

All families would receive a $100 monthly 
deduction from gross income when computing 
net income. rr'his would simplify the current,· 
system of itemized deductions and give 
additi6nal aid to many ld~ income families: 

Families with one or more' members over 60 
would receive an additional $25 monthly . 

.deduction, . making their standard deduction::. 
$125 a month. 

All households eligible for food stamps 
would pay the same proportion of their 
net monthly income -_. 30% -- when pur­
chasing their food stamps. 

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

Measure actual income over the preceding 
90 days for purposes of eligibility. 

more 
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VIII. CONTROLLING CRUm 

The President reaffirmed 1'.1 is eU:TIT',)j tf"~ent to reducing crime , 
eliminating the traffic in hard drugs and stopping criminals 
from selling and using handguns. 

BACKGROUND 

On June 19, 1975!. >in a special r.1essae;e to the Congress on 
crime; President Ford set forth his program for dealing 
with this issue at the Federal level. While acknowledging 
that the Federal role in the fight against crime is a limited 
one, the President identified three important responsibilities 
of the Federal Government in this critical area: 

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

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

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

DESCRIPTIOi1 OF PROGRAM 

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

A. 	 r1andatory Ninimum Sentences. The President has recommended 
that the Congress enact a comprehensive Federal criminal 
code and; more specifically~ has recommended that the code 
provide for the imposition of mandatory minir.lum sentences 
of incarceration for: 

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

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

Repeat offenders committing Federal crimes ..... "lith 
or \'Ii thout a weapon···· which cause or have a potential 
to cause personal injury. 

B. 	 Increased Federal 9ril7linal ~ustt~~ !1.~_nJ2o\!lez: and !!.~§0!l-.rce~. 
~l1ndful that his recommendations for mandatory incarcera­
tion will require an improved response by the Federal 
criminal justice establishment, the President has: 

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

Called for the enactment of legislation creating 
51 additional Federal p'istric~ .9s>ur~ ~gesll:ill.s_, 
as has been recommended by the Federal Judicial 
Conference. 

more 
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Provided in his FY 1977 budget recommendations 
$46 million for the construction of four new 
Federal correctional institutions to relieve 
existing overcrowding and provide humane places 
of incarceration for F~deral offenders. 

C. 	 Controlling Handgun Abuse. To help control crfminal 

use of handguns ~ the President has recorpmended a four··· 

part program consisting of: 


Legislation requiring the imposition of a mandatory 
minimum term of imprisonment for any person con·· 
victed of using or carrying a handg~n in the 
commission of a Federal offense. . 

Legislation banning the importation, domestic 
manufacture and sale of ch.eap, highly concealable 
handguns -- knowl?- as ··;Saturday Night Specials· 
which have no apparent use other than against 
human, beings. 

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

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

D. 	 Drug Abuse. Last spring the President directed the 
Domestic Council to review the entire Federal effort 
in drug law enforcement: treatment and prevention, and 
international control. The Domestic Council's Drug 
Abuse Task Force completed its review and reported to 
the President in October, 1975. That report~ the 
vfnite Paper on Drug Abuse~ called for more selectivity 
and targeting of resources; better intra- and inter­
agency management and coordination, recognition of the 
vital but limited role the Federal Government can play, 
and more visible Presidential leadership. President Ford 
has endorsed the \'lhi te Paper and has provided funds in 
his FY 1977 budget recommendations to implement the 
recornmendations. For example. the budget requests funds 
for: 

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

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

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

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

In addition to directing implementation of the recom··· 
mendations contained in the White Paper, the President 
has spoken personally to Presidents Echeverria of Mexico 

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

E. 	 Assistance to State and Local Government. To enable 
the Federal~overnrnent to continue to help State and 
local governments carry out ~~eir law enforcement 
responsibilities, the Presicent has submitted to the 
Congress a bill continuing the Law l~nforceI!lent Assistance 
Administration through 19~n and authorizing $6. b billion 
for LEAA to continue its work during this perio,~. Under 
the provision of the President's bill, special ernp~lasis 
is placed on programs air:1ed at reducing crime in heavily 
populated urban areas and on im~)roving the operation of 
State and local court systems. 

more 
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IX. GENER~L REVENUE SH.a.RING 

The President again,called for the continuation of the 
program :for sharing Fed~ralrevenues \~i.th State and local 
governments. ".; "< • . 

BAC:<GROUND 
; - . 

The General Revenue Sharing program has been a highly success­
ful and effective means·for providing Federal assistance 
to State and local govet'nments. General Revenue Sharing 
which was enacted in' Ootober v 1972, has to date made 
over $22 billion available to the 50 States andov~r 
38 / 000 local communities throughout the Nation. 

Revenue sharing funds have been used by State and local 
governments as they determined necessary for .a wide range 
of essential public purposes. In vie,!yqf .theC;\1rrent fiscal 
squeeze that State and local governments are now 'experiencing, 
further delay or the redl.lction;·and possible termination of 
revenue shar.ing payments could have a severe impact on State 
and local gQVernmen,ts. 

DESCRIPTION . OF PROGRA':1 

The President has proposed. legislation to extend the General 
Revenue Sharil)g progr.am until., September;' 1932, a period of 
5-3/4 more years during" whic·h $39 .85 b~J.:~ion will be returned 
to State and local governments. Tne renewal legislation 
proposed by the President in a Special Bessage to Congress 
on April 25, 1975, would maintain the basic features of the 
existing revenue sharing program while proposing several 
improvements. The principal elements of the President's 
proposal are~ 

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

Funds will be authorized for five and three­
quarters years. ?he effect of this provision 
is to conform the tine oeriod to the new 
Federal fiscal year. ­

The current nethod of funding ~li th annual 
increases of $15J million will be retained to 
compensate, in part, for the impact of inflation. 

The proposal aids certain jurisdictions by in­
creasing the amount of funds that may be received 
by local governments ·.1i th unusually high tax 
effort or lm'l per capita income or both. The 
original Act limits a local government to an 
amount which may not exceed on a per capita basis 
145% of the average per capita amount for all 
local governnents in a State. By gradually 
raising the 145% constraint to an uP?er limit 
of 175%, the bill Yo'lill allm'l governnents nm'l 
constrained to receive all or a greater part of 
the shared revenues otherwise allocated to them 
by the formula. 

more 
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The civil rights provisions of the existing 
statute would be strengthened by authorizing
the Secretary of the rrreasury to invoke several 
remedies to enforce the nondiscrimination 
provisions of the Act. The Secretary will 
have authority to withhold all or a portion of 
entitlement funds due a State or unit of local 
government, to terminate one or more payments 
of entitlement funds: and to require repayment 
of entitlement funds previously expended in a 
program or activity found to have been discrimi~ 
natory. This change will further enhance the 
Secretary1s ability to ensure that none of our 
citizens is denied on grounds of race_ color; 
sex or national origin the benefits of any 
program funded in .\'{hole or in part through 
revenue sharing. 

To strengthen public participation in determining 
the use of shared revenues; the proposed legisla·· 
tion requires that recipient governments must 
provide a procedure for citizen participation 
in the allocation of revenue sharine monies. 

The Administration proposal would also make 
reporting requirements more flexible to meet 
varying needs from community to community. 

more 
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x. PROGRAH CONSOLIDATION 

A. Financiai.Assistance!2!. E12mentary and Secrondary
E.ducation 

The President will propose the Financial AssistaI?-ce for 

~lementary and Secondary Education Act to conso11date . 

Federal programs and to minimize Federal regulation "lh1le 

continuing Federal support for education. Fede:al fund~ 

will continue to be targeted on populations hav1ng spec1al

needs •. 

BACKGROUND 

By law and tradition, State and local governments have the 

responsibility for providing free and universal public 

education. Over time, the Federal Government has furnished 

increasing assistance to the State and local governments to 

support elementary and secondary education. The Federal 

effort helps assure that children are provided equal educa­

tional opportunity. 

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

DESCRIPTION Q!. PROGRAM 

The Act will consolidate 27 distinct programs into one block 
grant to the States. These programs fall under four main
headings: 

-- Elementary and Secon2ary :;'~~cation 

Education for the Handicapped 

Occupational, Vocational and Adult Education 

Library Resources 

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

Three-quarters of the Federal funds \-Till pass through to 
Local Education Agencies (~EAs). 

The Act \lill require State plans to be developed \.11 th full 
public partiCipation. Each State will have to certify that 
fund~ have b7en used for purposes required by the .law and 
conS1stent "11th the State plan. Actual use of funds \,lill be 
verified by an independent audit to be conducted by theState. 

The Act \'Till also require that to receive funds the State 
may llOt discriminate against a partiCipant on the basis of 
rac7, .sex, national origin or handicapping conditions. In 
add1t10n, non-public school children will continue to be 
served on an equitable basis as under the programs to beconsolidated. 

more 

(OVER) 



28 


B. ·Child Hutrition Heform 

The President announced. that he will submit a Child ~utrition 
Reform Act to consolidate' child" nutrition programs in:to a 
single comprehensive grant to provide States with increased 
flexibility to feed needy children. 

BACKGROUND 
----'--'-;....:;.~ 

The Federal Government now sUpports 15 child nutrition 
programs and provides subsidi~s Tor nearly 40 different 
mechanisms for delivering meals. In 1975 Federal out­
lays for child nutrition programs were $2.2 billion. 
1976 outlays are estimated to be $2.8 billion. Under 
the existing programs. outlays next year are projected 
to be $3.3 billion a-reflection of the fact that the 
size and number of-child nutrition and school lunch 
programs continue to grow. 

Childr~n from all families, regardless of income, are now 
l.eligible to receive Federal subsidies for school lunches. 

There are, however, an estimated 700,000 chil~ren from 
poor families receiving no benefits whatsoever. 

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

DESCRIPTION OF PROGRAM 

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

'Ihe main obj ectives of this program are: 

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

To help feed more low-income childrep. 

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

To elifuinate the existing admipistratively 
complicated progr:ams to, give Slates more 
flexibility and responsibility in meeting 
the needs of its poor children. 

By elifuinating aSSistance to non-needy children, this 
proposal is expected to save almost $900 million. 

C. Financial Assistance for 'Community Services 

The President announced that he will submit the Financial 
Assistance for Community Services Act which will replace 
'Title XX of the 'Social Security Act and will provide States 
with'greater fleiibility i~ delivering sotial services to 
low income families and individuals. 

more 



BACKGROUND 


The present social services pro~ram Title XX of the Social 
Security Act~ provides grants to the States on the basis 
of population for the delivery of a wide range of social 
services to individuals and families including day care) 
family planning, foster care and homemaker services. 
Funds are provided on a Federal/State matching basis 
(75% Federal/25% State), Since its passage and imple·· 
mentation, Title XX has begun to increase latitude to 
States to use this program to meet their greatest service 
needs. Yet Federal administrative and reporting require­
ments have continued to be extensive. 

DESCRIPTION OF PROGRAM 

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

Elimination of the requirement of State 
matching funds. 

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

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

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

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

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

# # # # # # 




