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January 29, 1975

MEMORANDUM FOR: JIM CONNOR
RED CAVANEY

FROM; DICK CHENEY

Attached is the approval of the peoposed schedule for the budget
briefing for Saturday, February lst.
-Make certain that the Speech Shop is aware of the following:

The President's remarks should focus on the fact that he's the
first President to do this since Harry Truman.

The remarks should involve some humor.

The Speech Shop sheuld get some data and some language comparing
the President's budget for FY 76 with the budget discussed by Truman
in his last budget briefing,

This is important,

cc: Paul Theie

Attachment
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MEMORANDUM FOR: DONALD RUMSFELD

VIA: JIM CONNOR ?0&

FROM: RED CAVANESM,

SUBJECT: THE PRESIDENT'S REMARKS AT

THE OMB PRESS BRIEFING ON
THE 1976 FISCAL YEAR BUDGET
Department of State Auditorium
Saturday, February 1, 1975

Attached at TAB A is the proposed schedule for the President's
remarks at the Office of Management and Budget Press Briefing
on the 1976 Fiscal Budget,

APPROVE Mi DISAPPR OVE

BACKGROUND

Each year OMB offers a press preview of the Administration's budget
proposal prior to the formal submission to Congress. The briefing is
open to all accredited press as well as Government officials. An
embargo is placed on all news releases until 12:00 noon on Monday,
February 3, 1975,

The President's remarks will open the program. The format includes

a presentation (with visual aids) by the OMB Director and the Secretary
of the Treasury (Since Secretary Simon is out of the country, an Under
Secretary will serve as his substitute.). It is followed by questions
from reporters. The presentation and question and answer period will
follow the President's departure, '

The last President to participate in this session was President Harry
Truman, T



TAB




9:55 am

9:57 am i
Advanceman:
Pete Sorum

. 1/29/75

: 5:00 pm
PROPOSED SCHEDULE

THE PRESIDENT'S REMARKS AT THE OMB
PRESS BRIEFING ON THE 1976 FISCAL
YEAR BUDGET

Department of State Auditorium
Saturday, February 1, 1975

The President boards motorcade on South Grounds.

MOTOR CADE DEPARTS South Grounds en route
Department of State (C Street entrance)

[Driving time: 2 minutes]

MOTORCADE ARRIVES Department of State.
The President proceeds to the Department of State
Auditorium stage entrance and pauses for announcement.

9:59 am Announcement

9:5‘5 am

10:00 am

10:10 am

10:13 am

© 10:15 am

The President enters auditorium and proceeds directly
to the podium,

OPEN PRESS COVERAGE
ATTENDANCE: 500

Presidential remarks begin,
FULL PRESS COVERAGE
Presidential remarks conclude.
The President departs the auditorium en route motorcade
for boarding. '

The President boards motorcade.

MOTORCADE DEPARTS Department of State en route
South Grounds.

[Driving time: 2 minutes]

MOTORCADE ARRIVES South Grounds.



THE WHITE HOUSE

WASHINGTON

January 28, 1976

MEMORANDUM FOR THE PRESIDENT

THROUGH: RICHARD B. CHENEY

i
FROM: DOUGLAS P. BENNETT
SUBJECT: Briefing for Mayors

January 29, 2:00 p.m.

You are meeting on Thursday, January 29 at 2:00 p. m. with 90 mayors
to brief them on the budget.

One of the mayors attending is Jim Taft of Cranston, Rhode Island. As
you know, Mayor Taft is the Republican gubernatorial candidate in Rhode
Island.

A former assistant to Mayor Taft and current Chairman of the State
Party, Jim Field, has agreed to join the Presidential Personnel Office
as Associate Director replacing Jack Shaw,

Jim is a very bright, agressive young man. He had originally agreed
to begin here on February 2. However, because there promises to be
a major battle over his successor as Chairman, we have agreed to
postpone his starting date to February 17 - the date of the special
election for Chairman.

Mayor Taft may raise this subject with you during the briefing if the
opportunity presents itself. He is very pleased that Jim is joining your
staff,



March 8, 1976

TALKING POINTS: HOUSE BUDGET COMMITTEE

I want to thank all of the distinguished members of

the House Budget Committee for coming here this afternoon.

You are engaged now in one of the most important tasks
of the legislative year: setting priorities and spending
targets for the coming fiscal year. One week from now you
will receive the recommendations of various Congressional
committees and five weeks from now you will be submitting

youf own budget recommendations to the full House.

So this is an important time of the year, and I appreciate
this opportunity to talk with you about one of the most
important priorities in the new budget: my request for a

significant increase in defense spending.

In recent days, as the political campaigns have intensi-
fied, there have been some wild and unsubstantiated charges
about our defense posture -- charges that have created far
more heat than light about the true state of our military

forces.

Fortunately, the American people don't give much credence
to uninformed charges made in the closing days of political
contests. The clear fact is that today our country continues
to maintain a signficant military lead in the area where it

counts: 1in strategic forces.



-— We are far ahead in the number of nuclear warheads.

-- We have a far greater capacity to delivery our missiles
on target.

-—- And we have significant superiority in our strategic

bomber forces.

In the area of conventional warfare, we are prepared to
meet a challenge anywhere in the world. 1In fact, our ability
to delivery military power -- both nuclear and conventional --

is unmatched throughout the world.

As long as I am President, I intend to ensure that the
United States never becomes number two in military power. I
know it's a cliche but it's as true today as it was yesterday
that a strong national defense remains our best guarantee

against war.

But we also have to be realistic about today's world:
even though the United States is maintaining a rough equivalence
with the Soviets in military power, it is also true that the
Soviets have been steadily increasing their defense spending
every year while the U.S. has allowed its defense spending --

measured in real terms -- to be cut by a third.

We cannot allow this trend to continue without abandoning

our own superiority and security.



That is why I have proposed the two biggest defense

budgets in our history.

That is why I have asked for an increase of about $1.7
billion for strategic forces, about $4.7 billion more for
strengthening our conventional forces, and about $1 billion

more for research and development.

That is why we must not fall into the trap this year of
believing that we can pay for a batch of new social programs

by cutting the defense budget.

And that is why I have asked you here this afternoon
because I need your help in convincing the Congress that the
increases in defense spending I have requested are absolutely

mandatory for our future.



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT.AND BUDGET ED c)f 197 g

WASHINGTON, D.C. 20503

MEMORANDUM FOR THE PRESIDENT

Subject: Shortfalls in budget outlays

Background

Budget outlays are continuing to fall below estimates. Information
available through August 31 shows that spending for the July-September
transition quarter is falling below our last public estimate (the
Mid-Session Review on July 16) by at least $5 billion. While informa-
tion on September outlays will not be available until October 22,
Treasury disbursement data appear to show that the shortfall for the
three-months period could be as high as $7 or $8 billion. Thus,
instead of a TQ deficit of $20 billion as estimated in the Mid-Session
Review, the TQ deficit c¢could range from $12 to $15 billion. This is

a substantial difference given that it is only for one quarter.

Outlays for fiscal 1976 also were overestimated. Actual outlays for
fiscal 1976 were nearly $8 billion below January estimates and

$3.5 billion below the July 16 Mid-Session Review, which was released
16 days after fiscal 1976 was over but 10 days before the actual
spending for such year was known. Thus, instead of 1976 deficits of
$76 billion or $70 billion, as estimated in January and July, respec-
tively, the actual deficit was $65.6 billion.

One way to look at the shortfall is as follows:
Outlays (billions)

January Actual and
estimate anticipated Difference

1976 outlays ...ccceccecnacnnesans 373.5 365.6 -7.9
TO teenrnernennnn e, 98.0 95.02/ ~3.0
471.5 460.6 -10.9

Of this shortfall, $6.5 billion occurred in the April-June quarter

and $3 billion or more is expected in the TQ. Of this $3 billion or
more, $2.6 billion is accounted for by receipts (offsetting outlays) -~
from offshore oillands, Tandem Plan mortgage sales and sales of o
military equipment.

a/ The actual outlays in the TQ could range from $94 to $97 billion.



The Congressional scorekeepers, who stress their independence from
Administration estimates, have also been overestimating outlays. As
late as June 28, Congressional scorekeeping reports showed estimates
of 1976 outlays that were $8 billion over actual amounts (whereas
our estimates 18 days later were $3.5 billion over). The Congress
set a total for transition quarter outlays in a concurrent resolution
enacted on May 14 in an amount very slightly above our Mid-Session
Review estimate. Of course, both OMB and Congressional scorekeepers
have been obtaining basic information from the same agency sources.

Discussion:
As the following shows, the major differences between actual outlays

and Mid-Session estimates are scattered among the larger agencies,
though Defense has the largest problem:

(Billions)
FY 1976 Transition Quarter
(for year) (throughi August)
Defense (and military
assistance) .cceicreerecncocreccns $-.7 $-2.4
Economic assistance ......cccce.n -.2 *
Agriculture .....ecececcscccccces -.6 ~.2
HEW ..cviveneccncccnse cecetesenaus -.4 -.1
HUD .iciccevecccccccocccsscccnsocses -.1 -.9
INterior ...ciceecesecesrsacocens -.2 *
LabOr ..cceeecaceccsnoscnccnansans -.3 -.1
Transportation ......cec0veeceen. -.1 -.5
TYXEASUYY cooesoscnscscssscnsnosns -.3 -.4
Offshore oilland receipts (an
increase offsetting outlays) ... —— -.8
All other, net (including many
agencies with minor decreases) . -.6 *
Total ...cievenceccecocnnnncne -3.5 -5.4
*Negligible

The reasons for the Defense shortfall of $3.1 billion are as follows:

-- $1.2 billion is attributable to the fact that actual obliga-
tion rates were below normal in the operation and maintenance,
research and development, and military personnel accounts.
Although the precise causes of these shortfalls are not yet
known, they appear to result largely from problems of plan-
ning for obligations this year, culminating in the unusual
period of the Transition Quarter. Since these delays in
obligations were made up by September 30, the outlay shortfall
will catch up in fiscal 1977. - -
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$0.9 billion results from the fact that procurement contracts
for military hardware were not awarded as rapidly as expected.
Procurement obligations for 1976 fell below plans by $9 billion.
It appears that Defense did not adjust planning rates to take
into account the effect of late 1976 appropriations and the
sizeable (23%) increase in procurement appropriations. This
lag in obligations will have a continuing effect, will decrease
1977 outlay estimates, but will probably add to 1978.

$0.9 billion results from efforts to speed up collection of
payments by foreign governments for military equipment. The
higher collections offset budget outlays and the effect will
not reoccur. ’

The remainder resulted from Congressional cuts in funds for
pay increases. Again, this will not affect fiscal 1977
estimates.

Aside from Defense, our examination does not show significant trends
for any one agency. For example:

Agriculture's shortfalls are in programs where outlays are
difficult to estimate accurately, including food programs
and loans for the Farmers Home Administration.

HUD sold an unanticipated $0.9 billion from their GNMA
Tandem portfolio, which reduces outlays in the TQ but will
not affect 1977 estimates.

Under DOT's Federal aid highway program, States have been
unable to use funds in the TQ as quickly as had been expected.
The effect on fiscal 1977 is not clear.

Much of Treasury's shortfall is due to changes in accounting
treatment of certain interest payments and in the difficult-
to-estimate offsetting receipts. This does not affect 1977
estimates.

Sales of offshore oilland leases (offsetting outlays) are
unexpectedly higher by $800 million in the TQ. (In recent
years, receipts have usually been lower than our earlier
estimates.) Again, 1977 will stand on its own feet.

The remaining shortfalls do not seem particularly significant for each
individual agency in relation to the agency spending total. What is
significant is that so many of the estimates were high rather than low.
This fact makes the total shortfall difficult to explain.



Conclusions:

1.

For Defense, the effect on 1977 outlays of the shortfall in
1976 and the TQ is not entirely clear. OMB and Defense are
making a thorough review. At least equally important will
be how close Defense comes to meeting its fiscal 1977 pro-
curement schedule.

For other agencies, no substantial evidence exists that the
shortfalls now apparent will result in significant changes
in future spending, either higher or lower.

Also, so far as we have been able to determine, no substan-
tial evidence exists that agencies were consciously more
optimistic about their ability to spend this year than in
the past.

However, we will insist that agencies pay more attention to
the accuracy of their outlay estimates and OMB needs to find
ways to avoid tendencies to overestimate spending.

<

James T. Lynn
Director

—
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(1)

Q.

October 14, 1976

The Administration's estimates of budget spending have

been wrong. For fiscal 1976, the January estimates of
spending were wrong by almost $8 billion ($373.5 billion
vs. $365.6 billion). The estimates made just a few days
before the final 1976 results were knownwere off by

$3.5 billion. Now we hear that spending in the July-
September quarter may fall below the Administration's
estimates by $5 to $8 billion. Why have the Administra-
tion's estimates been so bad?

Estimating Federal spending for short periods is always
difficult. The Congress seems to have the Same
difficulty. For the same periods, the estimates of

the Congressional scorekeepers have been very close

to those of the Administration.

Historically, the errors made in estimating spending

have been comparable. Spending for a number of Federal
agencies has recently been less than expected due to

a number of unexpected circumstances. Differences are
not large for any one agency except for the Department

of Defense.

Defense did overestimate how fast it would use funds from
fiscal year 1976 (ending in June) and from the Transition
(third) Quarter appropriations, which were not enacted
until February of this year. But that situation is not
continuing. This year, the 1977 appropriations were pro-
vided even before the year began, for the first time in
many years. Defense plans for their use, as well as
amounts carried over from prior appropriations, are now

well underway. Thus, there is no indication now that the

lower spending rate will persist.
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Another reason for the shortfall in outlays is that
the sale of mortgages and offshore oil leases have

exceeded our estimates and these receipts are counted

as subtractions from spending.



October 14, 1976

Many have expressed concern in recent weeks that the
economic recovery is faltering badly. Unemployment

is sticking near 8 percent, wholesale prices shot up
last month, and the stock market has been plunging. :
What is your assessment of what's wrong with the economy
and what exactly will happen in the future?

Although the very rapid rate of economic recovery has

Slowed since the Spring and the so-called Pause has lasted

a bit longer than we had expected, there is no evidence

of any underlying deterioration in the recovery.

In fact, we expeét the rate of growth in real GNP in the
fourth quérter of 1976 and into 1977 to be greater than that
of both the second and third quarters of this year. A(Ndﬁe:
fhe rate of growth in the first quarter was 9.2%, 4.5%

in the second quarter and somewhere between 3.5% tok4.% in
the third quarter.) we expect gains in consuﬁption, bﬁsineSs,
investment and housing. Our Qiew that growth will accelerate
is‘shared by the majority of economists in the private

sector who believe that the economic recovery Qiil pick up
steam agaip as it moves into 1977. | |
As far as inflation is concerned, we were somewhat

surprised by the siZe of the increase of the ﬁholesale

price index (.9%) for last month. ©Nevertheless,

there is no gvidéﬁéé’that underlying inflétionary pressures are
growing.. Wage increases have been moderate. It's been
evident that manufacturers have had difficulty in making
price increases stick. For example, the steel industry's

recent reversal.




(3) 0:

October 14, 1976

Doesn't the current shortfall in Federal épenaing call for
increases in the budget—or tax reductions to get moving
again?

No. I do not believe so. First, some of the outlay short-
fall results from purely financial transactiohs. For
example, receipfs from the sale of mortgages was almost
1.0 billion more than expected an this is counted as a
reduction in spending. Secondly, wevhéve.no reason to
believe that the spending shortfall willlbe permanent.
Indeed, in many instances (such as in the defense sector)
we know that contracts and outlays have simply been
delayed -- shifting the quarterly pattern of outlays

but not affécting the total amount involved. Finally,
there is no simble relationship between the timing of
outlays and the resulting fiscal stimulus.‘?In some
instances the economy is stimulated before the outlay

is made ~~ for example, when a contract is first signed
rather than when payment is completed.

As I have said before, the economy is sfill improviné —
the pace of the expansion should quicken in,comiﬁg months.
There is no need to alter our long run éourSe which has
produced a healthy recovery with lower inflation. I think
a new injection of stimulus at this point would be both
unnecéssary and unwise. While Federal expenditures have
lagged our projections in recent months, most of these
outlays are clearly only delayed. 1In any event, as I have
said on numerous occasions in the past, the only

stimulus I think is warranted is a cut in taxes.



But let me add one thing. Since October 6 of 1975, I have
been urging the Congress to give the people $10 billion in |
added tax cuts.

The Congress failed to respond. Instead they decided to
spend $17 billioﬁ more. If the Congress wants to respond
now, by providing more tax cut§’I am ready, if they will

agree to cut back spending.





